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FYI Sales 78 
Direct Pay Permit for Colorado Sales Tax 
 

 
 
GENERAL INFORMATION 
Qualified purchasers of goods subject to sales or use tax are allowed to receive a Direct Payment Permit and remit 
sales taxes directly to the Department of Revenue rather than to the vendor at the time of purchase. Once a qualified 
purchaser has been issued a direct payment permit from the department, vendors are not required to charge sales 
tax on purchases made by permit holders.  [§39-26-103.5 C.R.S.]. 
 
Once issued, the permit is in effect until December 31 of the third year following the year in which it is issued.  The 
purchaser can file a renewal application unless the department has revoked the permit.  
 
WHO IS A QUALIFIED PURCHASER 
A qualified purchaser (one who is issued a valid direct pay permit) is an individual or business that has purchased a 
minimum of $7,000,000 of goods or tangible personal property during the last 12-months normally subject to sales or 
use tax.  This would exclude purchases of resale inventory, commodities or tangible personal property to be erected 
upon or affixed to real property.  [§39-26-103.5 (1)(a) C.R.S. ] 
 
REQUIREMENTS FOR ISSUANCE OF A DIRECT PAY PERMIT 
The Department of Revenue may issue a Direct Payment Permit number to any person that submits a Colorado 
Direct Pay Permit Application (DR 0002) and meets the following requirements: 
 
• For the preceding 12-month period the applicant must have purchased in Colorado, in the aggregate, at least $7 

million of commodities, services, or tangible personal property that are subject to the sales and use tax imposed 
by article 26 of Title 39 C.R.S.  

 
Exception:  Purchases of commodities or tangible personal property to be erected upon or affixed to real 
property, including but not limited to, building and construction materials and fixtures, are excluded from the 
computation of the $7 million of purchases. 

 
• For the previous three years, the applicant must not have been delinquent in the filing and remittance of any tax 

imposed by Title 39 of the Colorado Revised Statutes and administered by the Department of Revenue.   
 
• The applicant must have in place an accounting system that is acceptable to the Department of Revenue, and 

will allow the taxpayer to report and the department to fully and accurately collect and allocate directly paid sales 
taxes to all cities, counties and special districts whose taxes apply to the purchase.  

 
The Colorado Direct Pay Permit Application (DR 0002) is available on the Department of Revenue Web site at 
www.TaxColorado.com 
 
REPORTING REQUIREMENTS 
A qualified purchaser is responsible for remitting to the Department of Revenue all taxes that would have been due 
on the purchase if the purchase had been made without the use of a Direct Pay Permit.  State sales tax is due on all 
tax free purchases made with a Direct Pay Permit number, and only those state collected city taxes, county taxes, 
and special district taxes are due if they would have been due on the purchase, as if the Direct Pay Permit Number 
had not been used.   
 
The accrued taxes are due on or before the 20th day of each month subsequent to the month in which any sale to 
the qualified purchaser was made for which sale the qualified purchaser’s Direct Pay Permit number was used.  
Local taxes remitted are subject to the service fee allowed by each local taxing jurisdiction.  For local tax rates and 
service fee rates see the publication Colorado Sales/Use Tax Rates (DR 1002). 
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SERVICE FEE INFORMATION 
Effective for all Colorado sales and use tax returns filed on or after July 1, 2009 the state service fee (vendor’s fee) is 
reduced to zero and is no longer available to businesses.  As a result, the service fee for collecting the 2.9% state 
sales tax and retailers use tax cannot be taken on either the Colorado Retail Sales Tax Return (DR 0100) or the 
Retailer’s Use Tax Return (DR 0173). This applies to all businesses regardless of their filing status.  
 
Under the new law, the zero service fee will remain in effect until June 30, 2011.  If the September 2010 economic 
forecast is optimistic, the legislature could choose to resume the service fee January 1, 2011.  The fee is eliminated 
for the remainder of 2009 and all of 2010. 
 
Please note that this applies to the 2.9% state sales tax rate only – it does not apply to state-collected city/county or 
special district taxes.  Rates for these taxes may found in publication Colorado Sales/Use Tax Rates (DR 1002) 
located on the Web site at www.TaxColorado.com.  
 
REVOCATION OF A PERMIT 
The Executive Director of the Department of Revenue may revoke the Direct Pay Permit of a qualified purchaser that 
has violated any provision of Article 26 of Title 39 Colorado Revised Statutes.  Notice of revocation shall be mailed to 
a permit holder by first class mail and is subject to appeal. 
 
The Director will issue a proposed order providing at least 60 days written notice of revocation of a Colorado Sales 
Tax Buyer's Direct Permit to the address recorded with the department for the permit holder.  The proposed order 
shall contain reasons for the revocation.  The Director will issue a denial of a request for the Buyers Direct Pay 
Permit in the same manner.  [Regulation (39-)26-103.5.(6)] 
 
VENDORS MAKING SALES TO QUALIFIED PURCHASERS 
Vendors, who have received from a “qualified purchaser,” a valid direct payment permit number, shall not be liable 
for the collection and remittance of the sales tax on any sale that is paid for directly from such qualified purchaser’s 
funds and not the personal funds of any individual. [§39-26-103.5 C.R.S] 
 
The permit is not applicable to county lodging tax and/or county rental tax.  Where applicable, vendors remain 
responsible for collecting and remitting the county lodging and/or the county rental tax. [§30-11-107.5 and 30-11-
107.7 C.R.S.] 
 
This permit is not applicable to self-collected and administered municipal sales taxes.  Contact 
municipalities directly for their direct pay procedures. 
 
Vendors making sales to a “qualified purchaser(s)” are required to include all such sales in gross sales and services 
on a Retail Sales Tax Return (DR 0100). The vendor must itemize such sales as an “other” deduction in arriving at 
Net Taxable Sales. “Other” deductions are reported on the reverse side of the DR 0100. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
FYIs provide general information concerning a variety of Colorado tax topics in simple and straightforward language. Although the FYIs represent 
a good faith effort to provide accurate and complete tax information, the information is not binding on the Colorado Department of Revenue, nor 
does it replace, alter, or supersede Colorado law and regulations. The Executive Director, who by statute is the only person having the authority to 
bind the Department, has not formally reviewed and/or approved these FYIs. 


