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AGENTS' NARRATIVE REPORT

[bookmark: Text1][bookmark: OLE_LINK1][bookmark: OLE_LINK2]SUBJECT:			Taxpayer's Name, Current Title, and/or Position
Taxpayer's Street Address
Taxpayer's City, State, Zip Code
Taxpayer’s Phone Number
TAXPAYER'S
[bookmark: Text5]REPRESENTATIVE:	Taxpayer’s Representative’s Name, Current Title and/or Position
Taxpayer’s Representative’s Address, City, State, Zip Code, if different than above 
				Taxpayer’s Representative’s Phone Number

AUDIT TYPE:			Sales and Use Tax 
					Account #
					(Monthly/Quarterly/Annual) filer

[bookmark: Text6]PERIODS EXAMINED:		MM/DD/YYYY through MM/DD/YYYY

DATE OF AUDIT:		Audit Started:  Date field examination began
Audit Completed:  Date audit completed
PERIODS HELD OPEN
BY WAIVER:		None or dates held open and expiration date

LEAD AUDITOR:		Name of Lead Auditor
				
ASSISTING AUDITOR(S):	Name(s) of Assisting Auditor(s)

REVIEW OFFICER:

I. Taxpayer’s Bill of Rights:

[bookmark: Text13][bookmark: Text17][bookmark: Text16][bookmark: Text12][bookmark: Text18][bookmark: Text15]A copy of the brochure “Your Rights as a Kentucky Taxpayer” was {mailed/emailed/faxed} to whom on when. The confirmation letter was {mailed/emailed/faxed} to whom on when.

II. Introduction and Description of Business:

A. History of Business:


[bookmark: Text27]{Describe the history of the business, note the year the business began operations and when it registered for Kentucky Sales & Use Tax;  identify if the business is multi-state or 100% KY.  State if the company is on a fiscal year or calendar year and the company’s accounting methods.}

B. Type of Business:


{Describe the company’s operations (manufacturer, retailer, etc.), the products produced and/or services rendered, any changes that have occurred in the company’s operations.}

C. Operations in Kentucky:


{Identify each location by address, city, and county and the activity conducted at each location.}

III. Scope of Examination:
{In labeling schedules, it is encouraged to label the first schedule “A” and proceed to label succeeding schedules alphabetically.  A general description may be included in Scope of Examination.  Include pertinent information about the plant tour.  The detail should be included in the sections below.} 

A. Gross Sales:


{Include the method of audit and records available and examined.  If test periods were used, include the dates of the period.  Identify the worksheet schedules as appropriate.  If this area is not applicable to the audit, state so.  The correct cites in this instance are KRS 139.010 and KRS 139.200.}

B. Sale of Assets


{Include information related to the examination of sale of assets and identify documents examined i.e. 4797, Schedule D, Fixed Asset Listing.  Cite the appropriate statutory authority.  There are two scenarios associated with an audit involving the sale of business assets}

1. Seller of the Assets


The correct cite(s) are KRS 139.200 and KRS 139.260.  This is so since the sale to business assets is considered the sale to tangible personal property and subject to tax as such; sales tax is the seller’s liability.  We cannot assess the seller under the successor’s liability statute.  Even though the tax should ultimately come out of the purchaser’s pocket, the responsibility to remit the tax to the state is that of the seller. 

2. Purchaser of assets


{When it cannot be determined if the tax has been paid, the purchaser is assessed under the Successor’s liability statute.  The correct cite(s) in this instance are KRS 139.670 and KRS 139.680.}

C. Deductions


{Include the method of audit and records available and examined.  If test periods were used, include the dates of the period. Identify the worksheet schedules as appropriate.   If this area is not applicable to the audit, state so. Cite the appropriate statutory authority for the review (typically KRS 139.200, KRS 139.260 and KRS 139.270).}

D. Purchases
1. Capital


{Due to the nature of this area, capital is usually audited in detail.  List the additions found with no tax charged per invoice and no use taxes accrued and identify the schedule on which the items are listed.  State whether or not exemption certificates were issued and if vendor contact authorization was secured and contact made.   Cite the authority for the assessment (typically KRS 139.310 and KRS 139.330).}

2. Consumables


{Include the method of audit and records available and examined.  If test periods were used, include the dates of the period. Identify the worksheet schedules as appropriate.  Include information about the percentage of error development, on what worksheet is located, and the resulting spread.   If this area is not applicable to the audit, state so. Cite the appropriate statutory authority for the review (typically KRS 139.310 and KRS 139.330).}

E. Energy


{If the taxpayer was not engaged in a manufacturing process in Kentucky, state that the energy exemption defined under KRS 139.480(3) was not available to this taxpayer}

{If the taxpayer is an EDP holder, detail the audit.  Describe any adjustments made to the EDP returns filed.  Identify the worksheets.  Note whether the taxpayer accrued and remitted use tax on the monthly sales and use tax returns.  If tax was paid directly the energy vendors, state that a transfer agreement will be needed for any refund.}

{If the taxpayer appears to qualify for the energy exemption but has not applied, give the taxpayer an application and provide assistance in completing as necessary.  If the taxpayer completes the EDP computations for the open years, review for audit.}

F. Other


{Other items to be addressed per audit if applicable.}

IV. Agreements:


{Address agreements, if any.  If none state:  “To the best of the Auditors' knowledge, the Taxpayer does not have any special agreements with the Commonwealth that would affect the conclusion of this audit.”}

V. Amnesty:


{Address agreements, if any.  If none state:  “To the best of the Auditors' knowledge, the Taxpayer does not have any amnesty agreements with the Commonwealth that would affect the conclusion of this audit.”}

VI. Collection:


{If collections were made in the field, enter check #, total amount with a breakdown of tax, penalty & interest.  If no collections were made, state so.} 

VII. Information for the Review Auditor:


{Address additional information for the Review Officer, as necessary.  If there is no additional information, state so.  Any information that should not go the taxpayer should be addressed in a separate Memo to Record.}

VIII. Other Taxes:

A. Corporate/LLET - {State account number if registered and verification of returns filed}
B. Withholding Tax - {State account number if registered and verification of returns filed}
C. Property Tax - {State account number if registered and verification of returns filed}
D. Severance/Minerals Tax - {State account number if registered and verification of returns filed}

IX. Conclusion:

A. Results of the Audit: Enter the amount of the tax assessment

B. Correspondences and conferences with the Taxpayer:  
State date and how the work papers were sent to the Taxpayer.  State date of the exit conference and whom was present.  If the taxpayer is expected to protest the results, a separate Memo to Record should be written stating so.  If no exit conference was conducted, explain.}

X. Correspondence:


XI. {State Name, Current Title and/or Position of Person with Whom the DOR should correspond.  Tax assessments have to be directly sent to the taxpayer.  Other correspondence can be carbon copied to the taxpayer representative, but only if written permission is provided by the taxpayer.  Please specify if a carbon copy to the taxpayer representative is requested and include the written permission from the taxpayer in the audit file.} 
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