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PREFACE

The Sales and Use Tax Bulletins (“SUTB”) present the Secretary of Revenue’s interpretation of
the North Carolina sales and use tax law. These bulletins do not cover all interpretations and
applications of the sales and use tax law.

The Sales and Use Tax Bulletins herein are based on the law in effect as of January 1, 2024, and
supersede any Sales and Use Tax Bulletins published prior to January 1, 2024.

Consideration must be given to all the facts and circumstances of transactions or situations in
applying the information contained in these bulletins to the particular transactions or situations.
Additional changes may result from legislative action, court decisions, and rules amended or
adopted under Chapter 150B of the North Carolina General Statutes after these bulletins are
published. To the extent there is any change to a statute, administrative rule, or new case law
subsequent to the date of this publication, the provisions in these bulletins may be superseded or
voided.

To obtain specific tax advice that is binding on the Department refer to the Written Determination
Policy available on the Department’s website, www.ncdor.gov.

Date Published: January 1, 2024
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SUTB 1

LICENSES REQUIRED AND IMPOSITION OF SALES AND USE TAX

1-1 SALES AND USE TAX BULLETIN TERMS AND DEFINITIONS

A. Terms and Definitions

Terms and definitions provided in G.S. § 105-164.3, apply to the Sales and Use Tax Bulletins
(SUTBSs), when used herein.

B. Commonly Used Terms and Definitions

Some of the terms and definitions provided in G.S. § 105-164.3 are shown below. Additional terms
and definitions are provided in specific sections where they are most applicable.

1.

2,

“Affiliate” — Defined in G.S § 105-130.2.

“Business” — An activity a person engages in or causes another to engage in with the
object of gain, profit, benefit, or advantage, either direct or indirect. The term does not
include an occasional and isolated sale or transaction by a person who does not claim to
be engaged in business.

“Certain digital property” — Specified digital products and additional digital goods. The
term does not include an information service or an educational service.

“Combined general rate” — The State's general rate of tax setin G.S. § 105-164.4(a) plus
the sum of the rates of the local sales and use taxes authorized by Subchapter VIl of
Chapter 105 of the North Carolina General Statutes for every county in this State.

“Consumer” — A person who stores, uses, or otherwise consumes in this State an item
purchased or received from a retailer or supplier either within or without this State.

“Engaged in business” — Any of the following:

a. Maintaining, occupying, or using permanently or temporarily, directly or indirectly,
or through a subsidiary or agent, by whatever name called, any office, place of
distribution, sales or sample room, warehouse or storage place, or other place of
business in this State, or permanently or temporarily, directly or through a
subsidiary, having any representative, agent, sales representative, marketplace
facilitator subject to the requirements of G.S. § 105-164.4J, or solicitor operating
or transacting business by mobile phone application or other applications in this
State. The fact that any corporate retailer, agent, or subsidiary engaged in
business in this State may not be legally domesticated or qualified to do business
in this State is immaterial.

b. Maintaining in this State, either permanently or temporarily, directly or through a
subsidiary, tangible personal property or certain digital property for the purpose of
lease or rental.

c. Making a remote sale, if one of the conditions listed in G.S. § 105-164.8(b) is met.

d. Shipping wine directly to a purchaser in this State as authorized by G.S. § 18B-
1001.1.

e. Making marketplace-facilitated sales subject to the requirements of G.S. § 105-
164.4J

“Facilitator” — An accommodation facilitator, an admission facilitator, or a service contract
facilitator.
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10.

1.

12.

13.

14.

15.

16.

17.

18.

“Gross sales” — The sum total of the sales price of all sales of tangible personal property,
digital property, and services.

“In this (the) State” — Within the exterior limits of the State of North Carolina, including all
territory within these limits owned by or ceded to the United States of America.

“Item” — Tangible personal property, digital property, or a service, unless the context
requires otherwise.

“Lease or rental” — A transfer of possession or control of tangible personal property for a
fixed or indeterminate term for consideration. The term does not include any of the
following:

a. A transfer of possession or control of property under a security agreement or
deferred payment plan that requires the transfer of title upon completion of the
required payments.

b. A transfer of possession or control of property under an agreement that requires
the transfer of title upon completion of required payments and payment of an option
price that does not exceed the greater of one hundred dollars ($100) or 1% of the
total required payments.

(3 The providing of tangible personal property along with an operator for a fixed or
indeterminate period of time if the operator is necessary for the equipment to
perform as designed. For the purpose of this sub-subdivision, an operator must
do more than maintain, inspect, or set up the tangible personal property.

“Net taxable sales” — The gross sales or gross receipts of a retailer or another person
taxed under Article 5 of Chapter 105 of the North Carolina General Statutes after deducting
exempt sales and nontaxable sales.

“Person” — Defined in G.S. § 105-228.90.

“Purchase” — Acquired for consideration or consideration in exchange for a service,
regardless of any of the following:

a. Whether the acquisition was effected by a transfer of title or possession, or both,
or a license to use or consume.

b. Whether the transfer was absolute or conditional regardless of the means by which
it was effected.

C. Whether the consideration is a price or rental in money or by way of exchange or
barter.

“Purchase price” — The term has the same meaning as the term sales price when applied
to an item subject to use tax.

“Remote sale” — A sale of an item ordered by mail, telephone, Internet, mobile phone
application, or another method by a retailer who receives the order in another state and
delivers the item or makes it accessible to a person in this State or causes the item to be
delivered or made accessible to a person in this State or performs a service sourced to this
State. Itis presumed that a resident of this State who makes an order was in this State at
the time the order was made.

“Retail sale or sale at retail” — The sale, lease, or rental for any purpose other than for
resale, sublease, or subrent.

“Retailer” — Any of the following persons:
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A person engaged in business of making sales at retail, offering to make sales at
retail, or soliciting sales at retail of items sourced to this State. When the Secretary
finds it necessary for the efficient administration of Article 5 of Chapter 105 of the
North Carolina General Statutes to regard any sales representatives, solicitors,
representatives, consignees, peddlers, or truckers as agents of the dealers,
distributors, consignors, supervisors, employers, or persons under whom they
operate or from whom they obtain the items sold by them regardless of whether
they are making sales on their own behalf or on behalf of these dealers,
distributors, consignors, supervisors, employers, or persons, the Secretary may so
regard them and may regard the dealers, distributors, consignors, supervisors,
employers, or persons as retailers for the purpose of Article 5 of Chapter 105 of
the North Carolina General Statutes.

A person, other than a real property contractor, engaged in business of delivering,
erecting, installing, or applying tangible personal property or certain digital property
for use in this State.

A person engaged in business of making a remote sale, if one of the conditions
listed in G.S. § 105-164.8(b) is met.

A person required to collect the State tax levied under Article 5 of Chapter 105 of
the North Carolina General Statutes or the local taxes levied under Subchapter
VIl of Chapter 105 of the North Carolina General Statutes and under Chapter 1096
of the 1967 Session Laws.

A marketplace facilitator that is subject to the requirements of G.S. § 105-164.4J
or a facilitator that is required to collect and remit the tax under Article 5 of Chapter
105 of the North Carolina General Statutes.

19. “Sale or selling” — The transfer for consideration of title, license to use or consume, or
possession of tangible personal property or certain digital property or the performance for
consideration of a service. The transfer or performance may be conditional or in any
manner or by any means. The term applies to the following:

a. Fabrication of tangible personal property for consumers by persons engaged in
business who furnish either directly or indirectly the materials used in the
fabrication work.

b. Furnishing or preparing tangible personal property consumed on the premises of
the person furnishing or preparing the property or consumed at the place at which
the property is furnished or prepared.

(3 A transaction in which the possession of the tangible personal property or certain
digital property is transferred but the seller retains title or security for the payment
of the consideration.

d. A lease or rental.

e. Transfer of a digital code.

f. An accommodation.

g. A service contract.

h. Any other item subject to tax under Article 5 of Chapter 105 of the North Carolina
General Statutes.

20. “Sales price” — The total amount or consideration for which an item is sold, leased, or
rented. The consideration may be in the form of cash, credit, property, or services. The
sales price must be valued in money, regardless of whether it is received in money.

a. The term includes all of the following:

(1) The retailer's cost of the item sold.

(2) The cost of materials used, labor or service costs, interest, losses, all costs
of transportation to the retailer, all taxes imposed on the retailer, and any
other expense of the retailer.
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(3) Charges by the retailer for any services necessary to complete the sale.

(4) Delivery charges.

(5) Installation charges.

(6) Credit for trade-in. The amount of any credit for trade-in is not a reduction
of the sales price.

(7) The amount of any discounts that are reimbursable by a third party and

can be determined at the time of sale through any of the following:

(i) Presentation by the consumer of a coupon or other
documentation.

(i) Identification of the consumer as a member of a group eligible for
a discount.

(iii) The invoice the retailer gives the consumer.

b. The term does not include any of the following:
1) Discounts that are not reimbursable by a third party, are allowed by the
retailer, and are taken by a consumer on a sale.
(2) Interest, financing, and carrying charges from credit extended on the sale,

if the amount is separately stated on the invoice, bill of sale, or a similar
document given to the consumer.

(3) Any taxes imposed directly on the consumer that are separately stated on
the invoice, bill of sale, or similar document given to the consumer.

21. “Secretary” — The Secretary of the North Carolina Department of Revenue.

22. “Storage” — The keeping or retention in this State for any purpose, except sale in the
regular course of business, of tangible personal property or certain digital property for any
period of time purchased from a person in business.

23. “Streamlined Agreement” — The Streamlined Sales and Use Tax Agreement as amended
as of December 22, 2022.

24. “Tangible personal property” — Personal property that may be seen, weighed,
measured, felt, or touched or is in any other manner perceptible to the senses. The term
includes electricity, water, gas, steam, and prewritten computer software.

25. “Taxpayer” — Any person liable for sales and use tax under Article 5 of Chapter 105 of the
North Carolina General Statutes.

26. “Use” — The exercise of any right, power, or dominion whatsoever over an item by the
purchaser of the item. The term includes withdrawal from storage, distribution, installation,
affixation to real or personal property, and exhaustion or consumption of the item by the
owner or purchaser. The term does not include a sale of an item the regular course of
business.

27. “Use tax” — The tax imposed by Part 2 of Article 5 of Chapter 105 of the North Carolina
General Statutes.

28. “Wholesale merchant” — A person engaged in the business of any of the following:

a. Making wholesale sales.
b. Buying or manufacturing items and selling them to a registered person or
nonresident retail or wholesale merchant for resale.
c. Manufacturing, producing, processing, or blending any articles of commerce and
maintaining a store, warehouse, or any other place that is separate and apart from
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the place of manufacture or production for the sale or distribution of the articles,
other than bakery products, to another for the purpose of resale.

29. “Wholesale sale” — A sale of an item for the purpose of resale. The term includes a sale
of certain digital property for reproduction into certain digital property or tangible personal
property offered for sale. The term does not include a sale to a user or consumer not for
resale or, in the case of certain digital property, not for reproduction and sale of the
reproduced property.

LICENSES REQUIRED
Certificate of Registration

Every person engaged in business in North Carolina as a retailer, wholesale merchant, or facilitator
liable for sales or use tax must obtain a Certificate of Registration from the Department including a
person engaged in business that attends a single event or function in this State to solicit sales in
this State. The person must obtain the certificate before they engage in business in North Carolina.
A remote seller, as provided in SUTB 2-2, is also required to register to obtain a Certificate of
Registration. There is no fee required to apply for a Certificate of Registration. Each legal entity
engaged in business in this State is required to obtain a Certificate of Registration. A Certificate of
Registration is not assignable and is only valid for the person in whose name it is issued. A copy
of the Certificate of Registration must be displayed at each place of business.

User or Consumer Use Tax Registration

Every person that purchases taxable items for business use for storage, use, or consumption in
North Carolina is required to obtain a User or Consumer Use Tax Registration except:

1. A person registered as a retailer, wholesale merchant, or facilitator.

2. A person who has paid all sales and use tax due on their purchases of items for storage,
use, or consumption in the State.

There is no fee required to apply for a User or Consumer Use Tax Registration.
Registration

A Certificate of Registration or User or Consumer Use Tax Registration may be obtained through
the online business registration on the Department’s website, www.ncdor.gov, or by mailing a
completed Form NC-BR, Business Registration Application for Income Tax Withholding,
Sales and Use Tax, and Other Taxes and Service Charge, to the Department.

North Carolina is a member of the Streamlined Sales and Use Tax Governing Board. A seller can
register with all 24 Streamlined member states (AR, GA, IN, IA, KS, KY, MI, MN, NE, NV, NJ, NC,
ND, OH, OK, RI, SD, TN, UT, VT, WA, WV, WI, and WY) through the Streamlined Sales Tax
Registration System by completing one online application. There is no fee required to complete
and submit the online application. The application is available at www.sstregister.org.

IMPOSITION OF SALES AND USE TAX
General State Rate of Sales and Use Tax
The general State rate of sales and use tax is 4.75% and is levied on the sales price of or the gross

receipts derived from the following items sold at retail unless a statutory exemption or exception
applies:
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Articles of tangible personal property, other than a boat, including tangible personal
property sold at a specialty market or other event.

Leases or rentals of tangible personal property other than a boat.

Free standing appliances.

Manufactured homes.

Modular homes.

Qualified jet engines.

Admission charges to an entertainment activity.

Aircraft: maximum tax is two thousand five hundred dollars ($2,500) per aircraft.
Certain digital property.

Dry cleaning or laundry services.

Prepaid meal plans.

Prepaid telephone calling services.

Rentals of accommodations.

Repair, maintenance, and installation services.

Satellite digital audio radio services.

Service contracts.

B. Local Rates of Sales and Use Tax

The local rates of sales and use tax apply to the sales price of taxable items unless exempt as
provided in this subsection. The taxes are administered, collected, and distributed by the
Department. A chart reflecting the total general State, applicable local, and applicable transit rates
of sales and use tax by county and zip code is available on the Department’s website. Except as
provided within the specific Articles, the adoption, levy, collection, administration, and repeal of the
taxes shall be in accordance with Article 39 of Chapter 105 of the North Carolina General Statutes
and Chapter 1096 of the 1967 Session Laws.

1. Local Sales and Use Tax Applicable to All Counties (2.00%)
The following local sales and use taxes are levied in all one hundred (100) counties, the
total of which equals 2.00%.
a. Article 39
Article 39, First One-Cent (1¢) Local Government Sales and Use Tax Act, of
Subchapter VIII of Chapter 105 of the North Carolina General Statutes or the
Mecklenburg County Sales and Use Tax Act, Chapter 1096 of the 1967 Session
Laws, authorizes the counties of this State to levy a 1% local sales and use tax.
b. Article 40
Article 40, First One-Half Cent (1/2¢) Local Government Sales and Use Tax Act,
of Subchapter VIII of Chapter 105 of the North Carolina General Statutes
authorizes the counties of this State to levy a 0.50% local sales and use tax.
(X Article 42
Article 42, Second One-Half Cent (1/2¢) Local Government Sales and Use Tax
Act, of Subchapter VIII of Chapter 105 of the North Carolina General Statutes
authorizes the counties of this State to levy a 0.50% local sales and use tax.
2, Additional Local Sales and Use Tax Applicable to Certain Counties (0.25%)
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A county may levy a 0.25% local sales and use tax pursuant to Article 46, One-Quarter
Cent (Ya¢) County Sales and Use Tax Act, of Subchapter VIII of Chapter 105 of the North
Carolina General Statutes.

Forty-seven (47) counties have levied the 0.25% local sales and use tax in addition to the
local taxes listed in SUTB 1-3B.1. The total local sales and use tax rate for these forty-
seven (47) counties, notwithstanding any additional transit tax, is 2.25%. The counties that
have adopted the additional 0.25% local sales and use tax are:

Alexander Alleghany Anson Ashe
Bertie Buncombe Cabarrus Catawba
Chatham Cherokee Clay Cumberland
Davidson Duplin Durham Edgecombe
Forsyth Gaston Graham Greene
Halifax Harnett Haywood Hertford
Jackson Jones Lee Lincoln
Madison Martin Montgomery Moore
New Hanover Onslow Orange Pasquotank
Pitt Randolph Robeson Rockingham
Rowan Rutherford Sampson Stanly
Surry Swain Wilkes

3. Exemptions and Exclusions from Local Sales and Use Tax

The local rates of sales and use tax do not apply to the following:

a. Iltems not subject to sales and use tax.

b. Items specifically exempt by statute from the general State rate of sales and use
tax.

c. Iltems subject to the combined general rate of sales and use tax as provided in
SUTB 1-3F.

d. Manufactured homes.

e. Modular homes.

f. Aircraft.

g. Qualified jet engines.

h. Boats.

i. Qualifying food, subject to the 2% food rate of sales and use tax as provided in
SUTB 32.

C. Public Transportation (Transit) Rates of Sales and Use Tax

The transit rates of sales and use tax levied by certain counties apply to the sales price of taxable
items unless exempt as provided in this subsection. The taxes are administered, collected, and
distributed by the Department of Revenue. A chart reflecting the total general State, applicable
local, and applicable transit rates of sales and use tax by county and zip code is available on the
Department’s website. Except as provided in Article 43, the adoption, levy, collection,
administration, and repeal of the taxes shall be in accordance with Article 39 of Chapter 105 of the
North Carolina General Statutes.
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1. Transit Rates of Sales and Use Tax Applicable to Certain Counties (0.50%)

Mecklenburg County, the Triangle Regional Public Transportation Authority, and the Triad
Regional Transportation Authority may levy an additional 0.50% local sales and use tax to
be used only for local public transportation systems pursuant to Article 43, Local
Government Sales and Use Taxes for Public Transportation, of Subchapter VIII of Chapter
105 of the North Carolina General Statutes. The 0.50% local transit sales and use tax is
in addition to the general State rate of sales and use tax and any local rates of sales and
use tax currently in effect in a taxing district (e.g., any of those listed in SUTBs 1-3A or 1-

3B).

The following four (4) counties have levied the additional 0.50% local transit sales and use
tax:

a. Durham.

b. Mecklenburg.

c. Orange.

d. Wake.

Forsyth and Guilford Counties have not levied the 0.50% local transit sales and use tax.
2. All Other Counties (0.25%)

A county other than Durham, Forsyth, Guilford, Mecklenburg, Orange, or Wake may a levy
an additional 0.25% local transit sales and use tax if the county or at least one unit of local
government in the county operates a public transportation system pursuant to G.S. §§ 105-
511 and 105-511.1 under Atrticle 43, Local Government Sales and Use Taxes for Public
Transportation, of Subchapter VIl of Chapter 105 of the North Carolina General Statutes.

Operation of a public transportation system includes a contract or interlocal agreement for
the operation of the public transportation system by another county, municipality, or by a
transportation authority created under a municipal charter or Article 25, 26, or 27 of Chapter
160A of the North Carolina General Statutes. Operation of a public transportation system
also includes a contract with a private entity for operation of the public transportation
system.

No county has levied the 0.25% local transit sales and use tax provided by this subsection.
3. Exemptions and Exclusions from Transit Sales and Use Tax

The transit rates of sales and use tax do not apply to the following:

a. Items not subject to sales and use tax.

b. Items specifically exempt by statute from the general State rate of sales and use
tax.

c. Items subject to the combined general rate of sales and use tax as provided in
SUTB 1-3F.

d. Manufactured homes.

e. Modular homes.

f. Aircraft.
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g. Qualified jet engines.
h. Boats.

i. Qualifying food, subject to the 2% food rate of sales and use tax as provided in
SUTB 32.

D. Food Rate of Sales and Use Tax

The sales price of qualifying food, as provided in SUTB 32, is only subject to the 2% food rate of
sales and use tax. Sales and purchases of qualifying food are exempt from the general State rate
and any other additional local or transit rates of sales and use tax.

The general State, applicable local, and applicable transit rates of sales and use tax apply to the
sales price of non-qualifying food sold at retail (e.g., prepared food, soft drinks, and candy).

Note: For more detailed information on the application of tax to qualifying and non-qualifying food,
refer to SUTB 32.

E. 3% State Rate of Sales and Use Tax

The sales price of a boat sold at retail, including any charges for parts or accessories attached to
the boat when it is delivered to the purchaser, is subject to the 3% State rate of sales and use tax
with a maximum tax of one thousand five hundred dollars ($1,500).

F. Combined General Rate of Sales and Use Tax

The combined general rate of sales and use tax is 7% and is levied on the sales price of or the
gross receipts derived from retail sales of the following:

Electricity.

Piped natural gas.

Telecommunications service and ancillary service.

Spirituous liquor and antique spirituous liquor, other than mixed beverages.
Video programming service.

Aviation gasoline and jet fuel.

ocakrwn=
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SUTB 2

21

RESPONSIBILITY FOR COLLECTING AND REMITTING SALES AND USE TAX

RETAILER OR FACILITATOR AS TRUSTEE FOR STATE

The sales tax is intended to be passed on to the purchaser of a taxable item and borne by the
purchaser instead of by the retailer. A retailer must collect the tax due on an item when sold at
retail. These requirements also apply to facilitators liable for sales and use tax. The tax is a debt
from the purchaser to the retailer until paid and is recoverable at law by the retailer in the same
manner as other debts. A retailer is considered to act as a trustee on behalf of the State when it
collects tax from the purchaser on a taxable sale. The tax must be stated and charged separately
on the invoices or other documents of the retailer given to the purchaser at the time of the sale
except for either of the following:

1. Vending machine sales.
2, Where a retailer displays a statement indicating the sales price includes the tax.

RETAILER’S OBLIGATION TO COLLECT TAX; REMOTE SALES SUBJECT TO TAX

. Arretailer is required to collect sales and use tax imposed, notwithstanding any of the following:

1. That the purchaser's order or the contract of sale is delivered, mailed, or otherwise
transmitted by the purchaser to the retailer at a point outside this State as a result of
solicitation by the retailer through the medium of a catalogue or other written
advertisement.

2. That the purchaser's order or the contract of sale is made or closed by acceptance or
approval outside this State, or before any tangible personal property or certain digital
property that is part of the order or contract enters this State.

3. That the purchaser's order or the contract of sale provides that the property shall be or is
in fact procured or manufactured at a point outside this State and shipped directly to the
purchaser from the point of origin.

4. That the property is mailed to the purchaser in this State or a point outside this State or
delivered to a carrier outside this State f.0.b. or otherwise and directed to the purchaser in
this State regardless of whether the cost of transportation is paid by the retailer or by the

purchaser.
5. That the property is delivered directly to the purchaser at a point outside this State.
6. Any combination in whole or in part of any two or more of the foregoing statements of fact,

if it is intended that the property purchased be brought to this State for storage, use, or
consumption in this State.

. Aremote sale is a sale of an item ordered by mail, telephone, Internet, mobile phone application,

or another method by a retailer who receives the order in another state and delivers the item or
makes it accessible to a person in this State or causes the item to be delivered or made accessible
to a person in this State or performs a service sourced to this state. Itis presumed that a resident
of this State who makes an order was in this State at the time the order was made. A retailer who
makes a remote sale is engaged in business in this State and is subject to sales and use tax if at
least one of the conditions below is met.

1. The retailer is a corporation engaged in business under the laws of this State or a person
domiciled in, a resident of, or a citizen of, this State.
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2. The retailer maintains retail establishments or offices in this State, whether the remote
sales thus subject to taxation by this State result from or are related in any other way to
the activities of the establishments or offices.

3. The retailer solicits or transacts business in this State by employees, independent
contractors, agents, or other representatives, whether the remote sales subject to taxation
by this State result from or are related in any other way to the solicitation or transaction of
business. A retailer is presumed to be soliciting or transacting business by an independent
contractor, agent, or other representative if the retailer enters into an agreement with a
person of this State under which the person, for a commission or other consideration,
directly or indirectly refers potential customers, whether by a link on an Internet Web site
or otherwise, to the retailer. This presumption applies only if the cumulative gross receipts
from sales by the retailer to purchasers in this State who are referred to the retailer by all
persons of this State with this type of agreement with the retailer is in excess of ten
thousand dollars ($10,000) during the preceding four quarterly periods. This presumption
may be rebutted by proof that the person with whom the retailer has an agreement did not
engage in any solicitation in the State on behalf of the retailer that would satisfy the nexus
requirement of the United States Constitution during the four quarterly periods in question.

4. The retailer, by purposefully or systematically exploiting the market provided by this State
by any media-assisted, media-facilitated, or media-solicited means, including direct mail
advertising, distribution of catalogs, computer-assisted shopping, television, radio or other
electronic media, telephone solicitation, magazine or newspaper advertisements, or other
media, creates nexus with this State. A nonresident retailer who purchases advertising to
be delivered by television, by radio, in print, on the Internet, or by any other medium is not
considered to be engaged in business in this State based solely on the purchase of the
advertising.

5. Through compact or reciprocity with another jurisdiction of the United States, that
jurisdiction uses its taxing power and its jurisdiction over the retailer in support of this
State's taxing power.

6. The retailer consents, expressly or by implication, to the imposition of the tax imposed by
Article 5 of Chapter 105 of the North Carolina General Statutes. For purposes of this
subsection, evidence that a retailer engaged in the activity described in SUTB 2-2B.1. is
prima facie evidence that the retailer consents to the imposition of the tax imposed by
Article 5 of Chapter 105 of the North Carolina General Statutes.

7. The retailer is a holder of a wine shipper permit issued by the ABC Commission pursuant
to G.S. § 18B-1001.1.

8. The retailer makes remote sales sourced to this State, including sales as a marketplace
seller, for the previous or the current calendar year that meet either of the following:

a Gross sales in excess of one hundred thousand dollars ($100,000).
b. Two hundred or more separate transactions.
9. The retailer is a marketplace facilitator that makes sales, including all marketplace-

facilitated sales for all marketplace sellers, sourced to this State for the previous or the
current calendar year that meet either of the following:

a Gross sales in excess of one hundred thousand dollars ($100,000).
b. Two hundred or more separate transactions.
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. Aretailer who is required to collect the tax imposed by Article 5 of Chapter 105 of the North Carolina

General Statutes must collect a local use tax on a transaction if a local sales tax does not apply to
the transaction. The sourcing principles in G.S. § 105-164.4B determine whether a local sales tax
or a local use tax applies to a transaction. A local sales tax or local use tax is a tax imposed under
Chapter 1096 of the 1967 Session Laws or by Subchapter VIl of Chapter 105 of the North Carolina
General Statutes.

. A retailer that that does not have a place of business in this State but delivers property for storage,

use, or consumption in this State or provides services sourced to this State is required to register
with the Department in accordance with G.S. § 105-164.29.

PRESUMPTION THAT SALES ARE TAXABLE

For the purpose of the proper administration of sales and use tax and to prevent evasion of the
retail sales tax, the following presumptions apply:

1. That all gross receipts of wholesale merchants and retailers are subject to the retail sales
tax until the contrary is established by the proper records required by Article 5 of Chapter
105 of the North Carolina General Statutes.

2. That tangible personal property sold by a person for delivery in this State is sold for storage,
use, or other consumption in this State.

3. That tangible personal property delivered outside this State and brought to this State by
the purchaser is for storage, use, or consumption in this State.

4. That certain digital property sold for delivery or access in this State is sold for storage, use,
or consumption in this State.

5. That a service purchased for receipt in this State is purchased for storage, use, or

consumption in this State.
CONSUMER USE TAX
General Provisions

North Carolina consumer use tax is due to be paid by individuals and businesses on the following
items if the seller fails to collect the applicable tax:

1. Tangible personal property purchased, leased or rented inside or outside this State for
storage, use, or consumption in this State. This includes tangible personal property that
becomes part of a building or another structure.

2. Certain digital property purchased inside or outside this State for storage, use, or
consumption in this State.
3. Services sourced to this State.

Common items on which sales tax may not have been collected and where use tax may be due by
the purchaser include, but are not limited to:

1. Tangible personal property including, but not limited to:

Computers and other electronic equipment.
Home furnishings.

Clothing.

Jewelry.

Sporting goods.

Audio compact discs (CDs), tapes, and records.
ATVs (All-Terrain Vehicles).

@mpooow
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Certain digital property listed below:

a. A digital audio work. (Examples include, but are not limited to, ringtones, digital
music, readings of books or other written materials, speeches, and other sound
recordings.)

b. A digital audiovisual work. (Examples include, but are not limited to, movies,
motion pictures, musical videos, news and entertainment programs, and live
events.)

c. A book, magazine, newspaper, newsletter, report, or another publication, if

transferred electronically.
d. A photograph or a greeting card, if transferred electronically.
Prewritten software including electronic downloads of software.
Purchases of or recharges of prepaid telephone calling cards and phones.
Certain service contracts.

Admission tickets to an entertainment activity purchased outside the State where
admission to the activity may be gained in this State.

Repair, maintenance, and installation services performed outside the State where the item
is returned to the owner or owner's designee in this State.

B. Consumer Use Tax Filing Requirements

1.

An individual required to file Form D-400, North Carolina Individual Income Tax Return,
must report the consumer use tax liability on non-business purchases of taxable items,
other than a boat, an aircraft, and food subject to the 2% rate of tax, on the individual's
income tax return.

An individual not required to file Form D-400 must report the consumer use tax liability on
taxable purchases other than a boat or aircraft, on Form E-554, Consumer Use Tax
Return.

Any individual who purchases food subject to the 2% food rate of sales and use tax must
report the consumer use tax liability on Form E-554, Consumer Use Tax Return.

An individual who purchases a boat or aircraft must report the consumer use tax liability on
Form E-555, Boat and Aircraft Use Tax Return.

A business is required to report consumer use tax liability on a sales and use tax return.
Generally, a business will report and remit use tax on Form E-500, Sales and Use Tax
Return, or through the Department's online filing and payment system. A business that is
not registered with the Department to remit sales and use tax, may register online using
the online business registration portal on the Department’s website or by mailing a Form
NC-BR, Business Registration Application for Income Tax Withholding, Sales and
Use Tax, and Other Taxes and Service Charge, to the Department.

A person that is engaged in business, is not otherwise required to file a sales and use tax
return, and on one or more occasions within a twelve-month period purchases property
subject to consumer use tax must register, file a return, and pay the tax due within twenty
(20) days after the end of the month in which the purchase was made.
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EFFECTIVE DATE OF A RATE OR TAX CHANGE

. The effective date of a tax rate change for items that are taxable at the general State, applicable

local, and applicable transit rates of sales and use tax is as follows:
1. For a taxable item that is provided and billed on a monthly or other periodic basis:

a. A new tax or a tax rate increase applies to the first billing period that is at least
thirty (30) days after enactment and that starts on or after the effective date.

b. A tax repeal or a tax rate decrease applies to bills rendered on or after the effective
date.
2. For a taxable item that is not billed on a monthly or other periodic basis, a tax change

applies to amounts received for items provided on or after the effective date, except
amounts received for items purchased to fulfill a real property contract for a capital
improvement entered into or awarded before the effective date or entered into or awarded
pursuant to a bid made before the effective date.

. The effective date of a tax rate change for an item that is taxable at the combined general rate of

sales and use tax is as follows:

1. For a taxable item that is not billed on a monthly or other periodic basis, a tax change
applies to amounts received for items provided on or after the effective date of a change in
the State general rate of tax setin G.S. § 105-164.4.

2. For a taxable item that is provided and billed on a monthly or other periodic basis:

a. A tax increase applies to the first billing period that is at least 30 days after
enactment and that starts on or after the effective date.

b. A tax rate decrease applies to bills rendered on or after the effective date.

3. For an increase in the authorization for local sales and use taxes, the date on which local
sales and use taxes authorized by Subchapter VIII of Chapter 105 of the North Carolina
General Statutes for every county become effective in the first county or group of counties
to levy the authorized taxes.

4. For a repeal in the authorization for local sales and use taxes, the effective date of the
repeal.

BASIS OF REPORTING
General Information

Except as otherwise provided in SUTB 2-6B, persons having both cash and credit sales may elect
to report their tax liability on either the cash or accrual basis of accounting provided their records
are kept in such a manner that they can determine their tax liability correctly on the basis used. If
a taxpayer desires to change from one basis of reporting to another, a person must apply to the
Secretary for permission to make such change. Permission granted by the Secretary to report on
a selected basis continues in effect until revoked by the Secretary or the person receives
permission from the Secretary to change the basis selected.
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. Accrual Basis Required

The following retailers must report gross receipts on an accrual basis of accounting for purposes
of reporting and remitting sales tax:

1. A retailer who sells electricity, piped natural gas, or telecommunications service. A sale of
electricity, piped natural gas, or telecommunications service is considered to accrue when
the retailer bills its customer for the sale.

2. A retailer who derives gross receipts from a prepaid meal plan, notwithstanding that the
retailer may report tax on the cash basis for other sales at retail and notwithstanding that
the revenue has not been recognized for accounting purposes.

3. A retailer who sells or derives gross receipts from a service contract, as provided in SUTB
79.

OCCASIONAL AND ISOLATED SALES

An occasional or isolated sale occurs when the seller sells an item that is not of, or similar to, the
type of item that the seller is engaged in the business of selling. Occasional and isolated sales do
not include sales of items by a facilitator liable for collecting and remitting tax on the sale. The term
“business” does not include an occasional and isolated sale or transaction by a person that does
not claim to be “engaged in business.” An occasional and isolated sale is not subject to sales and
use tax.

CREDIT FOR SALES AND USE TAX PAID TO ANOTHER TAXING JURISDICTION

. Acreditis allowed for the amount of state sales or use tax legally due and paid to another state on

purchases of a taxable item against the North Carolina State use tax due on the same item. If the
amount of tax paid to the other state is less than the amount of use tax due to this State, the
purchaser must pay to the Department an amount equal to the difference between the amount of
tax paid to the other State and the amount of State use tax due in North Carolina. Records must
be maintained and available for inspection by the Secretary to establish proof of payment of the tax
to another taxing jurisdiction.

. Acreditis allowed for the amount of sales or use tax legally due and paid to another county or local

taxing jurisdiction on purchases of a taxable item against the local or transit use tax due in North
Carolina on the same item if the purpose of the tax legally due and paid is similar in purpose and
intent as the local or transit use tax. If the amount of local or transit sales or use tax paid to another
county or taxing jurisdiction is less than the amount of local or transit use tax due to this State, the
purchaser must pay to the Department an amount equal to the difference between the amount of
tax paid to the other taxing jurisdiction and the amount of local or transit tax due in North Carolina.

Records must be maintained and available for inspection by the Secretary to establish proof of
payment of the tax to another taxing jurisdiction. The local or transit use tax is not subject to credit
for payment of any State tax levy. No credit shall be allowed for sales and use taxes paid in a
taxing jurisdiction outside this State if that taxing jurisdiction does not allow a credit for local sales
taxes paid in this State.

Note: For additional information, refer to Disclosed Practice 2 in the North Carolina State’s
Taxability Matrix available on the Department’s website.

2-9 STATUTE OF LIMITATIONS FOR ASSESSMENTS PROPOSED BY THE SECRETARY OF
REVENUE
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The general statute of limitations when proposing an assessment for an underpayment of tax is the
later of the following:

1. Three years after the due date of the return or
2, Three years after the taxpayer filed the return.

If a taxpayer, as a trustee, collects taxes on behalf of North Carolina, but fails to remit all of the
taxes held in trust when due, the period for proposing an assessment for underpayment of tax is
the later of the following:

1. Ten years after the due date of the return or
2. Ten years after the taxpayer filed the return.

There is no statute of limitations when proposing an assessment for an underpayment of tax when
any of the following apply:

1. The taxpayer did not file a return;
2. The taxpayer filed a fraudulent return; or
3. The taxpayer attempted in any manner to fraudulently evade or defeat the tax.
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A.

G.

SALES AND USE TAX - GENERAL
MEASURE OF SALES AND USE TAX DUE

Sales and use tax is due on the retailer’s or facilitator’s gross sales or gross receipts after deducting
exempt sales and other nontaxable receipts. The retailer or facilitator shall pay to the State the
amount of sales and use tax due, as provided by statute, at the applicable rate(s) on net taxable
sales and gross receipts, as applicable, whether or not the tax thereon has been collected, and
shall also pay any amount of tax collected in excess of the amount which should have been
collected on taxable sales. If tax is collected in excess of the total amount that should have been
collected on a taxable sale or is collected on an exempt or nontaxable sale, the total amount of tax
collected must be paid to the Secretary, and no refund shall be made to a retailer or facilitator by
the Secretary unless the purchaser has received credit for or has been refunded the amount of tax
erroneously collected.

The retailer must pay tax on the sales price of all taxable items sold during the period covered by
the return, whether or not such sales are cash, credit, installment, or conditional sales and whether
or not the retailer retains the installment and conditional sales contracts or sells or assigns them to
others and without regard to any finance reserve withheld on finance paper sold or assigned to
others. Finance charges, service charges, or interest from credit extended under conditional sales
contracts providing for deferred payment of the purchase price are not subject to tax if such charges
are separately stated on the invoice or similar billing document given to the purchaser at the time
of the sale and maintained in the retailer’s records.

If, on conditional, installment, or other deferred payment sales, the person sells or assigns the
finance paper, he is deemed to have received the full balance of the consideration for the sale of
the item and is liable for remitting tax on the total sales price of such item at the close of the period
during which the paper was assigned or sold including any finance reserve withheld on the finance
paper. If such person sells their accounts receivable, the person is liable for payment of tax on the
outstanding taxable balance of such accounts at the time they are sold notwithstanding that the
accounts may be sold at a discount to the purchaser.

When a customer purchases more than one item in a transaction, the applicable rate of sales and
use tax can be applied to each item purchased or to the total charge for all items purchased. Those
businesses having cash registers at each counter or in each department shall collect a tax equal
to the sales and use tax due on the total sales price of the items sold to a customer.

Rounding

The tax computation must be computed to the third decimal place and must be rounded up to the
next cent whenever the third decimal place is greater than four.

Trade-Ins or Barters

Sales and use tax must be computed and paid on the gross sales price of items sold at retail without
any deduction for any trade-in credit or allowance or barter.

Installation Charges

Installation charges made by a retailer as part of a retail sale of an item are part of the sales price
subject to sales and use tax. Charges by a retailer solely to install tangible personal property owned
by a customer are also subject to sales and use tax.

Note: For information regarding repair, maintenance, and installation charges, refer to SUTB 75.

Surcharges
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Surcharges made by a retailer for a retail sale, whether separately stated or not, are part of the
sales price of an item subject to sales and use tax. (Examples: Fees for using a credit card, fuel
surcharges, trip surcharges, service fees unless exempt under SUTB 32-18, efc.)

H. Single Charge for Taxable and Nontaxable or Exempt Items
1. General
Generally, when a person makes a single charge for taxable and nontaxable or exempt
items, the entire sales price or gross receipts derived from such are subject to sales and
use tax without deduction for any amount the person contends is charged for an item that
is not subject to sales and use tax. Special rules apply to bundled transactions and mixed
transaction contracts.
2. Bundled Transactions
Refer to SUTB 16 for information regarding bundled transactions.
3. Mixed Transaction Contracts
Refer to SUTB 72-6 for information regarding mixed transaction contracts.
3-2 RETURNS AND PAYMENT OF TAXES
A. A sales tax return must state the taxpayer's gross receipts sourced to the State for the reporting
period, the amount and type of sales made in the period that are exempt from tax or are elsewhere
excluded from tax, the amount of tax due, and any other information required by the Secretary. A
use tax return must state the purchase price of taxable items that were purchased or received
during the reporting period, the amount of tax due, and any other information required by the
Secretary. Returns that do not contain the required information will not be accepted. When an
unacceptable return is submitted, the Secretary will require a corrected return to be filed.
Sales and use taxes are payable when a return is due. A return must be filed with the Secretary
on a form prescribed by the Secretary and in the manner required by the Secretary. A return must
be signed by the taxpayer or the taxpayer's agent.
B. Filing Frequency
1. Quarterly
Taxpayers whose total monthly tax liability is consistently less than $100 per month shall
file a return quarterly and pay taxes due on or before the last day of the month following
the end of the calendar quarter (e.g., April 30", for the preceding calendar quarter of
January, February, and March).
2, Monthly
Taxpayers whose total monthly tax liability is consistently $100 or more, but less than
$20,000 per month shall file a return monthly and pay taxes due on or before the 20" day
of each month for all taxes due for the preceding calendar month.
3. Monthly with Prepayment
Taxpayers whose total monthly tax liability is consistently $20,000 or more, must make a
monthly prepayment of the next month’s tax liability. The prepayment is due on the date a
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monthly return is due. Taxpayers that have a monthly with prepayment filing frequency
must file a return and pay the taxes due electronically on or before the 20t day of the
following month using the Department’s online filing and payment system. The prepayment
must equal at least 65% of any of the following:

a. The amount of tax due for the current month.
b. The amount of tax due for the same month in the preceding year.
(o The average monthly amount of tax due in the preceding calendar year.

A taxpayer will not be subject to interest or penalties on any underpayment of a prepayment
if the correct amount of tax due is paid by the due date and one of the above three
calculation methods is used. In addition, a taxpayer is not required to utilize the same
method for calculating the amount of the prepayment each month.

Note: For more detailed information on making electronic payments, refer to the
Department’s website, www.ncdor.gov.

4. Due Date Falls on a Saturday, Sunday, or Legal Holiday

Any document with a due date on a Saturday, Sunday, or legal holiday is timely filed if
delivered in person or mailed or electronically submitted to the Department on or before
the next business day after the Saturday, Sunday, or legal holiday. If the Federal Reserve
Bank is closed on a due date that prohibits a person from making a payment by ACH debit
or credit, the payment is timely if made on the next day the Federal Reserve Bank is open.

C. Schedule of County Sales and Use Taxes

Form E-536, Schedule of County Sales and Use Taxes, is required to be filed in conjunction with
Form E-500, Sales and Use Tax Return, if:

1. A person reports sales and use tax for more than one county.

2. A person is required to collect and remit county tax for any county where the person’s
business is not located.

A person should enter the total amount of local and any applicable transit tax due for each county
under the appropriate column on Form E-536. The 2% food tax rate (on qualifying food that is
exempt from the State tax) for all counties should be entered on the 2.00% Food Tax line at the
bottom of Form E-536 as a cumulative amount.

D. No Sales or Purchases by Business

A person registered to collect and remit sales or use tax that does not make any sales or purchases
during a reporting period must file a return for that period and indicate $0.00 on the Total Due line.

E. Seasonal Business
A retailer engaged in business for six or fewer consecutive months during a year may register as a
seasonal filer and indicate the months in which the retailer is engaged in business. A retailer that
is registered as a seasonal filer is not required to file a return for an off-season reporting period in
which the retailer did not engage in business.

F. Wholesale Merchant

A person that engages exclusively in the business of making wholesale sales is not required to file
a return but is required to register to obtain a Certificate of Registration. A wholesale merchant that
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makes taxable sales to users, consumers, or nonregistered merchants or makes purchases subject
to consumer use tax is not engaged exclusively in the business of making wholesale sales and
must begin filing sales and use tax returns and pay the tax due.

. Consumer Use Tax on Purchases for Non-Business Use

An individual who purchases taxable items sourced to this State for a non-business purpose is
required to accrue and remit any consumer use tax due on the purchase price of the items.
Individuals must pay consumer use tax to the Department when retailers or facilitators do not collect
sales or use tax on taxable transactions. For information on use tax, refer to SUTB 2-4.

Grossly Incorrect, False, or Fraudulent Returns; Estimate of Tax Due

If a retailer, a wholesale merchant, a facilitator, or a consumer fails to file a return and pay the tax
due under Article 5 of Chapter 105 of the North Carolina General Statutes or files a grossly incorrect
or false or fraudulent return, the Secretary must estimate the tax due and assess the retailer, the
wholesale merchant, the facilitator, or the consumer based on the estimate.

RECORDS REQUIRED TO BE KEPT
General Information

Every retailer, wholesale merchant, facilitator, real property contractor, and consumer must keep
records that establish their sales and use tax liability. The Secretary or a person designated by the
Secretary may inspect these records at any reasonable time during the day. Exemptions and
exclusions may not be allowed unless the required records are kept. It is the duty of the Secretary
or his authorized agents to assess a tax upon gross sales at the rate levied upon retail sales. If
records are not kept disclosing gross sales, it is the duty of the Secretary to estimate and assess
tax due based upon the best information available.

Generally, the records required to establish a person’s sales and use tax liability include, but are
not limited to the following:

1. All cash and credit sales, including sales under any type of financing or installment plan.

2. The amount of all items purchased and copies of all bills of lading, invoices, and purchase
orders.

3. Copies of all sales invoices furnished by wholesale merchants, that must show the name

and address of the purchaser, the date of purchase, the item or items purchased, and the
purchase price of the item.

4. All deductions and exemptions allowed by law and claimed in filing sales and use tax
returns.

5. All items used or consumed in the conduct of business.

6. A true and complete inventory of the value of the stock on hand.

7. All exemption certificates, and records of all sales made to a person furnishing an

exemption certificate.

8. All affidavits of capital improvement or other records that establish a transaction is a real
property contract.
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9. All affidavits certifying tax paid by the purchaser on an item that becomes a part of real
property.
10. Records of all sales made through a facilitator engaged in business in the State.

11. All affidavits of export.

12. All shipping records for items that are delivered.

13. All agreements with facilitators.

14. All bank account records.

15. All point-of-sale records and cash register z-tapes.

16. Any other document, report, form, or other similar record that establishes a person’s sales

and use tax liability.
B. Retailers and Facilitators

A retailer's or facilitator’s records must include records of gross income, gross sales, net taxable
sales, all items purchased for resale, and any reports or records related to transactions with a
facilitator or retailer with whom it has a contract as provided in Article 5 of Chapter 105 of the North
Carolina General Statutes. Failure of a retailer or facilitator to keep records that establish that a
sale is exempt from sales and use tax subjects the retailer or facilitator to liability for tax on the sale.

C. Wholesale Merchants

A wholesale merchant's records must include a bill of sale for each customer that contains the
name and address of the purchaser, the date of the purchase, the item purchased, and the sales
price of the item. A wholesale merchant must also keep records that establish a sale is exempt
from tax and any reports or records related to transactions with a facilitator with whom it has a
contract as provided in Article 5 of Chapter 105 of the North Carolina General Statutes. Failure of
a wholesale merchant to keep records that establish a sale is exempt from sales and use tax
subjects the wholesale merchant to liability for tax at the rate that applies to the retail sale of the
item.

D. Real Property Contractors

A real property contractor's records must include substantiation that a transaction is a real property
contract or a mixed transaction contract pursuant to G.S. § 105-164.4H(a1). Failure of a real
property contractor to keep records that establish a transaction is a real property contract under
Article 5 of Chapter 105 of the North Carolina General Statutes subjects the real property contractor
to liability for tax on the sale. For additional information, refer to SUTB 72-5.

E. Consumers

A consumer's records must include an invoice or other statement of the purchase price of an item
the consumer purchased from inside or outside the State and any sales and use tax paid thereon.
Failure of the consumer to keep these records subjects the consumer to liability for tax on the
purchase price of the item, as determined by the Secretary.
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SUTB 4

4-1

SOURCING

The determination of the taxing jurisdiction for which a retailer is liable for collecting sales or use
tax is referred to as sourcing. Generally, the sale is sourced to the jurisdiction where the purchaser
or its delivery agent takes delivery of items purchased or the location where the purchaser can
make first use of a service pursuant to the sourcing principles in G.S. § 105-164.4B.

GENERAL SOURCING PRINCIPLES

. The following principles apply in determining where to source the sale of an item for the seller’s

purpose and do not alter the application of the consumer use tax imposed under G.S. § 105-164.6.
For purposes of sourcing, the terms “receive” and “receipt” mean taking possession of tangible
personal property; making first use of services; or taking possession or making first use of certain
digital property, whichever comes first. The terms “receive” and “receipt” do not include possession
by a shipping company on behalf of the purchaser. Except as otherwise provided in this SUTB, a
service is sourced where the purchaser can potentially first make use of the service. These
principles apply regardless of the nature of the item, except as otherwise noted in this SUTB.

1. When a purchaser receives an item at a business location of the seller, the sale is sourced
to that business location.

2. When a purchaser or purchaser’s donee receives an item at a location specified by the
purchaser and the location is not a business location of the seller, the sale is sourced to
the location where the purchaser or the purchaser’s donee receives the item.

3. When (1) and (2) above do not apply, the sale is sourced to the location indicated by an
address for the purchaser that is available from the business records of the seller that are
maintained in the ordinary course of the seller's business when use of this address does
not constitute bad faith.

4, When (1), (2), and (3) above do not apply, the sale is sourced to the location indicated by
an address for the purchaser obtained during the consummation of the sale, including the
address of a purchaser's payment instrument, if no other address is available, when use
of this address does not constitute bad faith.

5. When (1), (2), (3), and (4) above do not apply, including the circumstance in which the
seller is without sufficient information to apply the rules, the location will be determined
based on the following:

a. Address from which tangible personal property was shipped.

b. Address from which the digital good or the computer software delivered
electronically was first available for transmission by the seller.

c. Address from which the service was provided.

Note: Supplemental sourcing information regarding specific topics may be found in the SUTB
regarding the topic.

Exceptions

The sourcing principles as provided in this SUTB do not apply to the following:

1. Telecommunications services. Refer to SUTB 80 for sourcing information.
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4-5

4-6

2. Direct mail. Refer to SUTB 68-5 for sourcing information.

3. A florist wire sale. A florist wire sale is sourced to the business location of the florist that
takes an order for the sale. A florist wire sale is a sale in which a retail florist takes a
customer’s order and transmits the order to another retail florist to be filled and delivered.

PERIODIC RENTAL PAYMENTS - SOURCING

. Transportation Equipment Defined

For purposes of this section the following definition applies:

“Transportation equipment” — Any of the following used to carry persons or property in interstate
commerce: a locomotive, a railway car, a “commercial motor vehicle” as defined in G.S. § 20-4.01,
or an aircraft. The term includes a container designed for use on the equipment and a component
part of the equipment.

. When a lease or rental agreement requires recurring periodic payments, the payments are sourced

as follows:

1. For leased or rented property, the first payment is sourced in accordance with the principles
set out in SUTB 4-1 and each subsequent payment is sourced to the primary location of
the leased or rented property for the period covered by the payment. This subsection
applies to all property except a motor vehicle, aircraft, transportation equipment, and utility
company railway car.

2. For leased or rented property that is a motor vehicle or an aircraft but is not transportation
equipment, all payments are sourced to the primary location of the leased or rented
property for the period covered by the payment.

3. For leased or rented property that is transportation equipment, all payments are sourced
in accordance with the principles set out in SUTB 4-1.

4, For a railway car that is leased or rented by a utility company and would be transportation
equipment if it were used in interstate commerce, all payments are sourced in accordance
with the principles set out in SUTB 4-1.

ACCOMMODATIONS - SOURCING

The rental of an accommodation is sourced to the location of the accommodation.

CERTAIN DIGITAL PROPERTY - SOURCING

A purchaser receives certain digital property when the purchaser takes possession of the property
or makes first use of the property, whichever comes first.

PREPAID MEAL PLAN - SOURCING

The gross receipts derived from a prepaid meal plan are sourced to the location where the food or
prepared food is available to be consumed by the person.

ADMISSIONS - SOURCING

The gross receipts derived from an admission charge to an entertainment activity are sourced to
the location where admission to the entertainment activity may be gained by the person. When the
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location where admission may be gained is not known at the time of the receipt of the gross receipts
for an admission charge, the sourcing principles in SUTB 4-1 apply.

4-7 COMPUTER SOFTWARE RENEWAL - SOURCING

The gross receipts derived from the renewal of a service contract for prewritten software is generally
sourced pursuant to SUTB 4-1. However, sourcing the renewal to an address where the purchaser
received the underlying prewritten software does not constitute bad faith provided the seller has
not received information from the purchaser that indicates a change in the location of the underlying
software.
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A.

EXEMPTION ADMINISTRATION
PURCHASES EXEMPT FROM SALES AND USE TAX
Certificate of Exemption — Form E-595E

Unless otherwise provided in this SUTB, a purchaser should issue Form E-595E, Streamlined
Sales and Use Tax Certificate of Exemption (“Certificate of Exemption”) purchasing an item
exempt from sales and use tax. The purchaser must provide a properly completed Certificate of
Exemption or the same data elements required on a certificate in order to claim an exemption. If
any of the data elements are not provided, the Certificate of Exemption is incomplete and invalid.
A retailer is not required to verify the validity of a purchaser’s certificate of registration number or
other North Carolina issued exemption number provided by the purchaser on a Certificate of
Exemption. Refer to the instructions on Form E-595E for additional detailed information.

Except as provided in SUTB 5-1B, a retailer is not liable for the applicable sales and use tax if the
Secretary determines that a purchaser improperly claimed an exemption, or if the seller within 90
days of the sale meets the following requirements:

1. For a sale made in person, the retailer obtains a Certificate of Exemption or a blanket
Certificate of Exemption from a purchaser with whom the retailer has a recurring business
relationship. A recurring business relationship exists when a period of no more than 12
months elapses between sales transactions. If the purchaser provides a paper certificate,
the certificate must be signed by the purchaser and provide the required data elements
that include the purchaser's name, address, sales and use tax identification number or
other North Carolina issued exemption number, type of business, and reason for
exemption. For purposes of this subsection, a certificate received by fax is a paper
certificate. If the purchaser does not provide a paper certificate, the seller must obtain and
maintain the same required data elements had a certificate been provided by the
purchaser.

2. For a sale made over the Internet or by other remote means, the retailer obtains the
required data elements that include a purchaser's name, address, sales and use tax
identification number or other North Carolina issued exemption number, type of business,
and reason for exemption. The retailer must maintain this information in a retrievable
format in its records. If a Certificate of Exemption is provided electronically for a remote
sale, the requirements of SUTB 5-1A.1. apply except the electronic Certificate of
Exemption is not required to be signed by the purchaser.

3. In the case of drop shipment sales, a third-party vendor obtains a Certificate of Exemption
provided by its customer or any other acceptable information evidencing qualification for a
resale exemption, regardless of whether the customer is registered to collect and remit
sales and use tax in North Carolina.

Foreign diplomats and consular personnel must enter the individual tax identification number shown
on the sales tax exemption card issued by the U.S. Department of State’s Office of Foreign
Missions.

A purchaser may make purchases for the purchaser's own use pursuant to the Certificate of
Exemption and assume liability for payment of the applicable tax to the Department when the
character of the business of the purchaser is such that it would impose undue hardship upon the
retailer and purchaser to determine the transactions upon which the retailer would ordinarily be
required to collect and remit the tax.

A person that issues a Certificate of Exemption to a retailer in order to obtain property and avoid
payment of tax when due may be guilty of a Class H Felony. In addition, the person is subject to
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assessment of the penalties set out in G.S. § 105-236, including a two hundred fifty-dollar ($250)
penalty for misuse of a Certificate of Exemption. The penalty for misuse of an exemption certificate
is imposed on a purchaser for each seller identified by the Department from which the person made
a taxable purchase. Misuse of an exemption certificate occurs when a purchaser issues an
exemption certificate for a taxable item and no sales or use tax is charged by the retailer due to
reliance on the certificate furnished by the purchaser, but the item is used in a manner that renders
it taxable. The penalty for misuse of an exemption certificate applies to the person issuing the
certificate, not a seller who accepts the certificate. This penalty is subject to the discretionary
authority of the Secretary pursuant to G.S. § 105-237.

The foregoing provisions with regard to Certificates of Exemption are applicable to sales to
nonresident retail or wholesale merchants. The term “nonresident retail or wholesale merchant” is
defined as a person who does not have a place of business in this State, is registered for sales and
use tax purposes in a taxing jurisdiction outside this State, and is engaged in the business of
acquiring, by purchase, consignment, or otherwise, tangible personal property or certain digital
property and selling the property outside this State or in the business of providing services.

Note: For additional information on nonresident retail or wholesale merchants, refer to SUTB 51-
3.

B. Exemption Substantiation when Requested by the Department

If the Secretary determines that a retailer obtains an incomplete Certificate of Exemption, or
incomplete data elements provided electronically, at the time of the sale or within 90 days
subsequent to the date of sale, the Secretary may request substantiation from the retailer. The
retailer may, within 120 days subsequent to a request for substantiation by the Department, either:

1. Obtain a fully completed Certificate of Exemption from the purchaser provided in good faith.
The certificate is provided in good faith if it claims an exemption that meets all of the
following conditions:

a. It was statutorily available in this State on the date of the transaction.
b. It could be applicable to the item being purchased.
C. It is reasonable for the purchaser’s type of business.
2. Obtain other information establishing that the transaction was not subject to tax.

A seller is not required to verify that a certificate of registration number provided by the purchaser
is correct.

C. Direct Pay Permits

The Secretary is authorized to issue a direct pay permit upon proper application by a business.
Direct pay permits issued by the Department authorize a business to make certain purchases
without payment of sales and use tax to retailers. A business who issues a direct pay permit
assumes responsibility for payment of the applicable taxes directly to the Department on items
purchased without tax under a direct pay permit.

A business that has a direct pay permit is allowed to provide a retailer a copy of the direct pay
permit as the retailer’s authority to not collect sales and use tax on the sale to the permit holder. A
business may also provide a properly completed Certificate of Exemption to the retailer at the time
of sale which includes the direct pay permit number in the Reason for Exemption section, as the
retailer’s authority to not collect sales and use tax on the sale.

Note: For information regarding direct pay permits, refer to SUTB 24.
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D. United States Government or North Carolina State Agencies

The United States Government and North Carolina State Agencies are not required to furnish a
Certificate of Exemption to a retailer for a purchase that is exempt from sales and use tax.
Purchase requisitions, affidavits signed by purchasing officers, and applicable credit cards issued
by the United States Government are acceptable documentation for exempting purchases by the
United States Government. Purchase orders or other documentation on file with the retailer bearing
the assigned State agency exemption number are acceptable documentation for exempting
purchases by North Carolina State Agencies. The United States Government or a North Carolina
State Agency may complete and provide a Certificate of Exemption to a retailer as the retailer’s
authority to exempt the sale from sales and use tax.

Note: For information regarding the United States Government or North Carolina State Agencies,
refer to SUTBs 36 and 37, respectively.

LIABILITY - EXEMPTIONS

Purchaser Liable for Tax on Items Purchased Exempt from Tax

A purchaser who does not resell an item purchased under a Certificate of Exemption is liable for
any tax and any applicable interest and penalties subsequently determined to be due on the
purchase of the item. This includes any item purchased for resale as well as any item purchased
under a blanket Certificate of Exemption, provided SUTB 5-2B does not apply.

No Relief from Liability

The relief from liability provided to a retailer in SUTB 5-1 does not apply to a retailer that does any
of the following:

1. Fraudulently fails to collect tax.
2. Solicits purchasers to participate in the unlawful claim of an exemption.
3. Accepts a Certificate of Exemption when the purchaser claims an entity-based exemption

when the subject of the transaction sought to be covered by the Certificate of Exemption
is received by the purchaser at a location operated by the retailer, and the claimed
exemption is not available in this State. The term “entity-based exemption” means an
exemption based on who purchases the product or who sells the product. An exemption
that is available to all individuals is not an entity-based exemption.

4, Had knowledge or had reason to know at the time information was provided relating to the
exemption claimed that the information was materially false.

5. Knowingly participated in activity intended to purposefully evade tax properly due on the
transaction.
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SUTB 6

6-1

6-2

ACCOMMODATIONS
DEFINITIONS
G.S. § 105-164.3 provides the following terms and definitions:

1. “Accommodation” — A hotel room, a motel room, a residence, a cottage, or a similar
lodging facility for occupancy by an individual.

2. “Accommodation facilitator” — A person that contracts, either directly or indirectly, with
a provider of an accommodation to perform, either directly or indirectly, one or more of the
activities listed in this subdivision. The term includes a real estate broker as defined in
G.S. § 93A-2. The activities are:

a. Market the accommodation and accept payment or collect credit card or other
payment information for the rental of the accommodation.
b. List the accommodation for rental on a forum, platform, or other application for a

fee or other consideration.
IMPOSITION AND RESPONSIBILITY FOR COLLECTING AND REMITTING TAX
Tax Imposed

The gross receipts derived from the rental of an accommodation are subject to the general State,
applicable local, and applicable transit rates of sales and use tax. Gross receipts derived from the
rental of an accommodation include the sales price of the rental of the accommodation. The sales
price of the rental of an accommodation is determined as if the rental were a rental of tangible
personal property. The sales price of the rental of an accommodation made by an accommodation
facilitator includes any charges or fees, by whatever named called, charged by the accommodation
facilitator to the purchaser of the accommodation that are necessary to complete the rental. The
tax is due and payable by the retailer in accordance with G.S. § 105-164.16.

Responsibility for Collecting and Remitting Tax

Except as otherwise provided in SUTB 6-2C, the retailer of the rental of an accommodation is one
or more of the persons listed below that collects the payment, or a portion of the payment, for the
rental of the accommodation. In the event the person who collects the payment cannot be
determined or is a third party that is not listed in this subsection, and SUTB 6-2C does not apply,
the provider of the accommodation shall be considered the retailer of the transaction. The retailer
is liable for reporting and remitting the tax due on the portion of the gross receipts derived from the
rental of the accommodation that the retailer collects. The retailer may be one or more of the
following:

1. The provider of the accommodation.
2, An accommodation facilitator.

Certain Accommodation Facilitator Transactions

This subsection applies only to an accommodation facilitator that is operated by or on behalf of a
hotel or a hotel corporation, that facilitates the rental of hotel accommodations solely for the hotel
or the hotel corporation’s owned or managed hotels and franchisees, and that collects payment, or
a portion of the payment, for the rental of an accommodation. An accommodation facilitator subject
to this subsection is not considered the retailer of the rental of the accommodation. The
accommodation facilitator must send the retailer the sales tax due on the sales price or the portion
of the sales price, the accommodation facilitator collected no later than ten (10) days after the end
of each calendar month. An accommodation facilitator that does not send the retailer the sales tax
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due on the sales price, or the portion of the sales price the accommodation facilitator collected, is
liable for the amount of sales tax the accommodation facilitator fails to send. An accommodation
facilitator is not liable for sales tax sent to a retailer but not remitted by the retailer to the Secretary.
Sales tax payments received by a retailer from an accommodation facilitator are held in trust by the
retailer for remittance to the Secretary. A retailer that receives a sales tax payment from an
accommodation facilitator must remit the amount received to the Secretary. A retailer is not liable
for sales tax due but not received from an accommodation facilitator.

. Accommodation Facilitator Report

An accommodation facilitator must file with the Secretary an annual report by March 31 of each
year for the prior calendar year for accommodation rentals it makes. The annual report must be
provided in electronic format and include the property owner's name, the property owner's mailing
address, the physical location of the accommodation, and gross receipts information for the rentals.
The report may only be used by the Secretary, and any person receiving the report, pursuant to
G.S. § 105-259, for tax compliance purposes.

Local Occupancy Tax Imposed by Certain Counties and Cities

The gross receipts derived from the rental of an accommodation may be subject to a local
occupancy tax imposed, administered, and collected by certain counties and cities. A retailer of
accommodations should inquire with the applicable counties and cities regarding the local
occupancy tax.

FEES OR CHARGES ASSOCIATED WITH THE RENTAL OF AN ACCOMMODATION

Charges Subject to Sales and Use Tax as Part of Gross Receipts from the Rental of an
Accommodation

Charges for certain items or amenities furnished by a retailer or accommodation facilitator of an
accommodation are considered part of the gross receipts derived from the rental of an
accommodation and are subject to the general State, applicable local, and applicable transit rates
of sales and use tax. ltems that are taxable as part of the gross receipts derived from the rental of
the accommodation include, but are not limited to:

Credit card fees.

Damage fees.

Early/late departure fees.

Extra person charges.

In-room safe rentals.

Inspection fees.

Linen fees.

Maid/cleaning fees.

Peace of mind fees (similar to insurance but provided by hotel or rental agency rather than
third-party carrier).

10. Pet fees (incurred by guests who have pets traveling with them).

11. Reservation fees (also referred to as a handling, processing, or administrative fee).
12. Security deposits.

13. Smoking fees.

CoNooa~wb=

14. Transfer fees (for changing to a different room, unit, or date).

15. Tentative reservation fees (for priority reservation the following year).

16. Charges for cribs and roll-away beds.

17. Charges for microwave ovens and refrigerators.

18. Accommodation facilitator fees or any other charges necessary to complete the rental.

B. Charges Subject to Sales and Use Tax as Rentals of Tangible Personal Property
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Charges for rentals of taxable tangible personal property, that are considered separate from the
charges for the accommodation, are subject to the general State, applicable local, and applicable
transit rates of sales and use tax. Items that are considered rentals of tangible personal property
include, but are not limited to:

Video tapes, DVDs, and related video equipment.

Beach equipment such as chairs, toys, and umbrellas.

Recreational equipment such as skis, surf boards, and snorkeling equipment.
Audio visual equipment.

oM~

Charges Not Subject to Sales and Use Tax

Certain charges made by the retailer or accommodation facilitator of an accommodation are
considered neither part of the gross receipts derived from the rental of an accommodation nor
rentals of tangible personal property. Such charges are either not subject to sales and use tax or
exempt from sales and use tax provided the charges are separately stated on the invoice or similar
billing document given to the lessee of the accommodation. Examples include, but are not limited
to:

1. Banquet room rental only (no food included).
2, Cancellation fees.
3. Internet services.
4, Returned check charges.
5. Telephone calls (unless a set fee is charged to all persons regardless of whether calls are
made).
. Trip insurance provided by a third party.
7. Security deposits refunded to the purchaser of an accommodation rental.

EXEMPTIONS FOR THE RENTAL OF AN ACCOMMODATION
Rental of an Accommodation For 90 Continuous Days

Gross receipts derived from the rental of an accommodation to the same person for a period of 90
or more continuous days are exempt from sales and use tax. Sales tax collected from the person
for the rental of the accommodation prior to the accumulation of the 90 continuous days of
occupancy shall be refunded by the retailer collecting the tax. A retailer making a refund of such
sales tax that has been paid to the Department is entitled to claim a credit on a subsequent return
filed with the Department for the sales tax refunded by the retailer.

Rental of a Private Residence, Cottage, or Similar Accommodation for Less than 15 Days

Gross receipts derived from the rental of a private residence, cottage, or similar accommodation
by the owner for fewer than 15 days in a calendar year are exempt from sales and use tax. The
exemption provided in this section does not apply to rentals of a private residence, cottage, or
similar accommodation by an accommodation facilitator.

Rental of an Accommodation by a School, Camp, or Similar Entity
Gross receipts derived from the rental of an accommodation arranged or provided to a person by

a school, camp, or similar entity where tuition or a fee is charged to the person for enroliment in the
school, camp, or similar entity is exempt from sales and use tax.

6-5 SOURCING - ACCOMMODATIONS
The rental of an accommodation is sourced to the location of the accommodation.
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6-8

PURCHASES OF SUPPLIES, EQUIPMENT, OR FIXTURES

A provider of an accommodation making purchases of supplies, equipment, or fixtures including,
but not limited to, linens, bathroom supplies, cleaning supplies, and furniture must pay the general
State, applicable local, and applicable transit rates of sales and use tax.

COMPLIMENTARY MEALS BY PROVIDERS OF ACCOMMODATIONS

If a provider of accommodations provides a complimentary meal or snack without charge and does
not sell food or drink to the general public (e.g., operating a restaurant or similar place in which it
sells prepared food), the qualifying and non-qualifying food purchased by the accommodations
provider is subject to the applicable rates of sales and use tax at the time of purchase. The food is
used by the accommodations provider rather than resold and is an operating expense similar to
other expenses subject to sales and use tax.

If, in addition to providing a complimentary meal or snack, a provider of accommodations sells food
or drink to the general public (e.g., operating a restaurant or similar place in which it sells prepared
food), the qualifying and non-qualifying food used in providing the complimentary meal or snack is
considered sold along with the prepared food or drink and is not subject to sales or use tax. The
accommodations provider should purchase all food for resale as provided in SUTB 5. The
accommodations provider is liable for collecting and remitting the applicable sales and use tax on
the retail sales price of the food or drink when sold.

ADDITIONAL MEALS FOR BED AND BREAKFAST GUESTS

A bed and breakfast home and a bed and breakfast inn are defined in G.S. § 130A-247. The gross
receipts derived from the rental of an accommodation from a bed and breakfast home or bed and
breakfast inn, which includes the price of breakfast in the room rate, are subject to the general
State, applicable local, and applicable transit rates of sales and use tax. The price of additional
meals served shall be listed as a separate charge on the overnight guest’s bill at the conclusion of
the overnight guest’s stay. Any charge by a bed and breakfast home or by a bed and breakfast inn
for meals served in addition to breakfast that are separately stated on the invoice or similar billing
document given to the overnight guest at the time of sale is subject to the general State, applicable
local, and applicable transit rates of sales tax as the sale of prepared food.

A bed and breakfast home or bed and breakfast inn should pay sales and use tax on the purchase
of any qualifying and non-qualifying food for use in serving breakfast or any additional meals, even
if the additional meals are separately stated on the invoice or similar billing document given to the
overnight guest. Food served for breakfast, the price of which is included in the room rate, or food
served as a complimentary meal or snack without charge is used by the business rather than resold
and is an operating expense similar to other expenses such as purchases of linens, toiletries, and
cleaning supplies. A bed and breakfast home or bed and breakfast inn that serves meals in addition
to breakfast that are separately stated on the invoice or similar billing document given to the
overnight guest at the time of sale may recover the sales or use tax originally paid on the food
purchased for use in serving the additional meals as provided in SUTB 73-3. Sales and use tax
originally paid on food purchased for use in serving breakfast may not be recovered.

A bed and breakfast home and a bed and breakfast inn, by definition, are not engaged in business
of selling prepared food or drink to the general public for immediate or on-premises consumption
and the provisions in G.S. § 105-164.12C do not apply.

GUARANTEED NO-SHOW FEES

Guaranteed no-show fees or charges made at the customary or agreed-upon room rate constitute
taxable gross receipts subject to the general State, applicable local, and applicable transit rates of
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sales and use tax provided the customer is entitled to the use of the room for the rental period and
the room cannot be rented to another party. A rental has occurred notwithstanding that the
customer may choose not to occupy the room. If, under the same circumstances, the amount of
the fee is less than the customary room rental rate, the amount charged would constitute a penalty
and would not be subject to sales and use tax.

If the party who reserved the room fails to cancel the reservation and the room is subsequently
rented to another guest, any fee charged to the party who originally reserved the room is considered
a penalty and is not subject to sales and use tax notwithstanding that the fee may be the customary
room rental fee. A rental to the party who originally reserved the room did not occur since the room
was made available for rental to another party.

PAY-PER-VIEW MOVIES

Pay-per-view movies are considered video programming and are subject to the combined general
rate of sales and use tax. The video programming service provider is liable for collecting the tax,
but, depending on the terms of the contract, a retailer of accommodation rentals may act as agent
for the service provider and collect the tax from the purchaser of an accommodation rental.

Note: For information regarding video programming, refer to SUTB 85.
TIME SHARE OR INTERVAL OWNERSHIP PROPERTY

Sales of time share or interval ownership property that can be transferred by estate, gift, or devise
pursuant to deeds or documents under which the owners have a fixed and continuing right to
occupy such units during a specified period of time in the same manner as a person who owns or
is buying a private residence or cottage are considered to be sales of real property not subject to
sales or use tax. When owners of interval ownership and time share property do not occupy the
property but rent the accommodation or contract with a retailer of accommodation rentals, for rental
on their behalf, such retailers are engaged in business and the gross receipts derived from the
rental of the accommodation are subject to the general State, applicable local, and applicable
transit rates of sales and use tax.

VENUE RENTALS

Refer to SUTB 60-28 for additional information on venue rentals.
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SUTB 7

71

7-2

ADMISSION CHARGES TO AN ENTERTAINMENT ACTIVITY
DEFINITIONS
G.S. § 105-164.3 provides the following terms and definitions:

1. “Admission charge” — Gross receipts derived for the right to attend an entertainment
activity. The term includes a charge for a single ticket, a multi-occasion ticket, a seasonal
pass, and an annual pass; a membership fee that provides for admission; a cover charge;
a surcharge; a convenience fee, a processing fee, a facility charge, a facilitation fee, or
similar charge; or any other charges included in gross receipts derived from admission.

2. “Admission facilitator” — A person who accepts payment of an admission charge to an
entertainment activity and who is not the operator of the venue where the entertainment
activity occurs.

3. “Amenity” — A feature that increases the value or attractiveness of an entertainment
activity that allows a person access to items that are not subject to tax under Article 5 of
Chapter 105 of the North Carolina General Statutes and that are not available with the
purchase of admission to the same event without the feature. The term includes parking
privileges, special entrances, access to areas other than general admission, mascot visits,
and merchandise discounts. The term does not include any charge for food, prepared
food, and alcoholic beverages subject to tax.

4, “Entertainment activity” — An activity listed below:

a. A live performance or other live event of any kind, the purpose of which is for
entertainment.

b. A movie, motion picture, or film.

Cc. A museum, a cultural site, a garden, an exhibit, a show, or a similar attraction.

d. A guided tour at a museum, a cultural site, a garden, an exhibit, a show, or a similar
attraction.

IMPOSITION OF AND LIABILITY FOR COLLECTING AND REMITTING TAX
Tax Imposed

The gross receipts derived from an admission charge to an entertainment activity are subject to the
general State, applicable local, and applicable transit rates of sales and use tax. For the purposes
of this SUTB, the term “gross receipts” has the same meaning as the term “sales price.” The gross
receipts derived from an admission charge to the following entertainment activities are subject to
sales and use tax:

1. A live performance or other live event of any kind, the purpose of which is for entertainment.

2. A movie, motion picture, or film.

3. A museum, a cultural site, a garden, an exhibit, a show, or a similar attraction.

4. A guided tour at a museum, a cultural site, a garden, an exhibit, a show, or a similar
attraction.

The sales and use tax is due at the time the admission charges are received notwithstanding that
the admission charges may be for the right to attend an entertainment activity for a future date.
Where season tickets are billed in advance of the season and payment is rendered at such time,
the sales and use tax is due in the reporting period in which the payment is rendered.

Sales and Use Tax Bulletins 01/01/2024 Page 53

Return to Table of Contents



North Carolina Department of Revenue SUTB 7

B. Liability for Collecting and Remitting Tax

1.

Retailer

For purposes of collecting and remitting the sales and use tax imposed on the gross
receipts derived from an admission charge to an entertainment activity, the retailer is the
applicable person listed below:

a. The operator of the venue where the entertainment activity occurs, unless the
retailer and the admission facilitator have a contract between them allowing for
dual remittance.

b. The person that provides the entertainment and that receives admission charges
directly from a purchaser.

C. A person other than a person listed in SUTB 7-2B.1.a or SUTB 7-2B.1.b that
receives gross receipts derived from an admission charge sold at retail.

For purposes of sales and use tax due on the gross receipts derived from admission
charges, if a retailer displays a statement that admission charges include sales and use
tax or a similar statement on its website, at the box office, printed on the tangible ticket, or
otherwise available to a purchaser, the sales and use tax will be considered to be included
in the amount of admission charges. Where a retailer does not display a statement
indicating that admission charges include sales and use tax or a similar statement, the
retailer is liable for sales and use tax on admission charges without any allowance for sales
and use tax included in the charges.

Admission Facilitator

An admission facilitator must report to the retailer with whom it has a contract the admission
charge a consumer pays to the admission facilitator for an entertainment activity. The
admission facilitator must send the retailer the portion of the gross receipts the admission
facilitator owes the retailer and the sales and use tax due on such gross receipts no later
than 10 days after the end of each calendar month. An admission facilitator that does not
send the retailer the sales and use tax due on the gross receipts derived from an admission
charge is liable for the amount of sales and use tax the admission facilitator fails to send
to the retailer. An admission facilitator is not liable for sales and use tax sent to a retailer
but not remitted by the retailer to the Department. Sales and use tax payments received
by a retailer from an admission facilitator are held in trust by the retailer for remittance to
the Department. A retailer that receives a sales and use tax payment from an admission
facilitator must remit the amount received to the Department. A retailer is not liable for
sales and use tax due but not received from an admission facilitator. The requirements
imposed on a retailer and an admission facilitator are considered terms of the contract
between the retailer and the admission facilitator.

Dual Remittance Option

The sales and use tax due on the gross receipts derived from an admission charge may
be partially reported and remitted to the operator of the venue for remittance to the
Department and partially reported and remitted by the admission facilitator directly to the
Department. The portion of the sales and use tax not reported and remitted to the operator
of the venue must be reported and remitted directly by the admission facilitator to the
Department. An admission facilitator that elects to remit sales and use tax under the dual
remittance option is required to obtain a Certificate of Registration in accordance with G.S.
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§ 105-164.29. An admission facilitator is subject to the provisions of Article 9 of Chapter
105 of the North Carolina General Statutes.

7-3 EXCEPTIONS RELATED TO AN ADMISSION CHARGE

The following do not constitute gross receipts derived from an admission charge sold at retail:

1.

An amount paid solely for the right to participate, other than to be a spectator, in sporting
activities. (Examples of these types of charges include bowling fees for the use of the
bowling alley, skating rink fees for the use of a skating rink, golf green fees, charges by
golf driving ranges for the use of the range, and gym memberships.)

Tuition, registration fees, or charges to attend instructional seminars, conferences, or
workshops for educational purposes, notwithstanding that entertainment activity may be
offered as an ancillary purpose of an event listed in this section.

A political contribution.

A charge for lifetime seat rights, lease, or rental of a suite or box for an entertainment
activity, provided the charge is separately stated on an invoice or similar billing document
given to the purchaser at the time of sale.

An amount paid solely for transportation.

An amount paid for the right to participate, other than be a spectator, in the following
activities:

a. Rock climbing, skating, skiing, snowboarding, sledding, zip lining, or other similar
activities.

b. Instruction classes related to the activities included in SUTB 7-3 6.a.

C. Riding on a carriage, boat, train, plane, horse, chairlift, or other similar rides.

d. Amusement rides, including a waterslide.

If the items listed above are included in a bundled transaction, sales and use tax applies to the
sales price of the bundled transaction in accordance with SUTB 16.

74 EXEMPTIONS RELATED TO AN ADMISSION CHARGE

The following are exempt from sales and use tax:

1.

The portion of a membership charge that is deductible as a charitable contribution under
section 170 of the Internal Revenue Code or that is described in section 170(/)(2) of the
Internal Revenue Code.

A donation that is deductible as a charitable contribution under section 170 of the Internal
Revenue Code or that is described in section 170(/)(2) of the Internal Revenue Code.

Charges for an amenity. If the charges for amenities are separately stated on a billing
document given to the purchaser at the time of the sale, then the tax does not apply to the
separately stated charges for amenities.
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7-5

If charges for amenities are not separately stated on the billing document given to the
purchaser at the time of the sale, then the transaction is a bundled transaction and taxed
in accordance with SUTB 16, except that SUTB 16-1C.3 does not apply. If charges for
amenities are not separately stated on the face of an admission ticket, a retailer may use
a reasonable allocation based on the retailer’s business records to determine the allocated
price of the taxable portion of the admission charge included in a bundled transaction. A
retailer may determine such an allocated price is equal to the admission charge for a ticket
to the same event that does not include amenities and is for a seat located directly in front
of or closest to a seat that includes amenities.

An event that is sponsored by an elementary or secondary school. For purposes of this
exemption, the term “school” is an entity regulated under Chapter 115C of the North
Carolina General Statutes.

An event sponsored solely by a nonprofit entity that is exempt from tax under Article 4 of
Chapter 105 of the North Carolina General Statutes if all of the following conditions are
met:

a. The entire proceeds of the activity are used exclusively for the entity's nonprofit
purposes.

b. The entity does not declare any dividends, receive profits, or pay salary or other
compensation to any members or individuals.

(X The entity does not compensate any person for participating in the event,
performing in the event, placing in the event, or producing the event. For purposes
of this exemption, the term “compensate” means any remuneration included in a

[

person’s “gross income” as defined in Section 61 of the Internal Revenue Code.

An event sponsored by a farmer that takes place on farmland and is related to farming
activities, such as a corn maze or a tutorial on raising crops or animals. For purposes of
this exemption, a farmer is a person who holds a qualifying farmer sales tax exemption
certificate and farmland is land that is enrolled in the present-use value program under
G.S. § 105-277.3.

SOURCING

An admission charge to an entertainment activity is sourced to the location where admission to the
entertainment activity may be gained by a person. When the location where admission may be
gained is not known at the time of receipt of the gross receipts for an admission charge, the general
sourcing principles provided in SUTB 4-1 apply.

Examples:

1.

A retailer sells an admission ticket to a movie to a purchaser at the retailer’s box office
located in Guilford County. The admission charge is sourced to Guilford County, the
business location of the retailer and the location where the purchaser gains admission to
the movie. The retailer should collect and remit the general State and the Guilford County
rates of sales and use tax on the admission charge.

A purchaser receives an admission charge via an online transaction for an NHL Hockey
game to be held in Wake County. The purchaser resides in Durham County and requests
that the admission ticket be mailed to the purchaser’s residence in Durham County. The
admission charge is sourced to Wake County, the location where the event is to be held
and where the purchaser may gain admission to the event. The retailer should collect and
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remit the general State and the Wake County local and transit rates of sales and use tax
on the admission charge.

3. An entertainment venue located in North Carolina receives payment for an admission
charge via an online transaction for a concert that will be held in Mecklenburg County,
North Carolina. The purchaser resides in South Carolina and requests that the admission
ticket be left at the will call window in Mecklenburg County, North Carolina. The operator
of the entertainment venue, as retailer, is liable for the general State and the Mecklenburg
County local and transit rates of sales and use tax on the admission charge.

7-6 TICKETS PURCHASED FOR RESALE

The general State, applicable local, and applicable transit rates of sales and use tax are due on the
gross receipts derived from an admission charge to an entertainment activity sold at retail by a
ticket reseller. A ticket reseller should purchase tickets for resale exempt from sales and use tax
as provided in SUTB 5.
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SUTB 8

8-1

8-2

A.

ADVERTISING AGENCIES AND ARTISTS
PROFESSIONAL ADVERTISING SERVICES

Producing Advertising — Advertising agencies are engaged in the business of rendering
professional services when they produce advertising, such as radio and television spots or
newspaper, magazine, or billboard advertising, and contract on their own behalf with radio and
television stations, newspaper or magazine publishers, outdoor advertising companies, or other
media for time or space to televise, broadcast, publish, or otherwise display their advertising.
Charges by advertising agencies for furnishing such professional services are not subject to sales
and use tax if the charges are separately stated on the invoice or similar billing document given to
the purchaser at the time of sale.

Advertising agencies rendering professional services rely on expertise in advertising strategy,
media buying, and in graphic arts production in their specialized fields to secure and retain clients.
Usually, agreements to provide professional advertising services have the following characteristics:

1. The agency selects or advises the client on the different kinds of advertising to be used.
2. The agency is primarily responsible for developing the concept or design of the advertising.
3. The agency produces or arranges for the production of the advertising.

4. The agency places or arranges for the placement of the advertising on radio or television
stations or in newspapers, magazines, or other media and the agency purchases time or
space in the media to display the advertising instead of delivering it to the client for
placement or distribution.

Producing a Report — Advertising agencies are also engaged in the business of rendering
professional services when they contract to do market research, consulting, statistical analysis, or
other services that result only in a report of their findings to the client. Charges by advertising
agencies for furnishing such services are not subject to sales and use tax if the receipts are
separately stated on the invoice or similar billing document given to the purchaser at the time of
sale.

RETAIL SALES BY ADVERTISING AGENCIES AND ARTISTS

Advertising agencies and artists are retailers when they produce, cause to be produced, fabricate,
purchase, or otherwise acquire items that they sell at retail for any use or purpose other than for
resale. The items include: catalogs, magazines, handbills, brochures, programs, pamphlets or
similar materials, signs, paintings, portraits, negatives, photographs, vinyl wraps, certain digital
property, or taxable services.

Advertising agencies and artists making retail sales of items must collect and remit the applicable
rates of sales and use tax on the sales price of such property unless the property is specifically
exempt by statute, whether it is prepared by the agency, artist, other person or acquired from
outside sources.

The sales price to which the tax applies is the total amount for which the item is sold including all
charges for services rendered in the production, fabrication, manufacture, or delivery of the
property, such as charges for creative time, commissions, supervision, research, transportation,
installation, postage, telephone and electronic messages, copy, models' fees, stage props, printing,
printing plates, film, positives, negatives, transparencies, and color separations, even though the
agency or artist may separately state the charges on the invoice or similar billing document given
to the purchaser at the time of sale.
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8-3

Note: For information on direct mail, refer to SUTB 68-5.
PURCHASES BY ADVERTISING AGENCIES AND ARTISTS
Purchases For Use

Advertising agencies are the users or consumers of items purchased by them for use in rendering
professional services regardless of whether the items purchased are acquired in the name or
account of the advertising agency or their client. Advertising agencies making such purchases for
use are consumers of the item and must pay the sales and use tax directly to the retailers on the
purchase price without regard to the disposition that may be made of the item by the advertising
agency.

Advertising agencies and artists that purchase taxable items sourced to this State from suppliers
who do not charge and remit the applicable sales and use tax must remit the use tax due directly
to the Department on the purchase price of the item without any deduction on account of the cost
of the materials used, labor or service costs, transportation charges, or any expenses whatsoever.

Purchases for Resale

Purchases by advertising agencies or artists of items for resale that become a part of tangible
personal property or certain digital property resold by advertising agencies may be purchased for
resale as provided in SUTB 5. Purchases that become a part of tangible personal property or
certain digital property include only those items that are incorporated into and become a part of
property sold and do not include items that are used or consumed in production.

Note: a photograph, transparency, printing plate, positive, negative, or color separation does not
become an ingredient or component part of property sold even though the image thereon is
reproduced as a part of the property

ADVERTISING AGENCY ACTING AS AN AGENT

. An agent is one who represents another, called the principal, with third parties. Purchases by an

advertising agency of items sourced to this State are regarded as purchases by the agency on its
own behalf for resale or for use unless the agency clearly establishes with respect to any acquisition
that it is acting as agent for its principal pursuant to a prior express contract.

Establishing a Purchase is Made by an Agent

For sales and use tax purposes, to establish that a particular acquisition is made by an agency as
agent for its client and not on the agency's own behalf, all of the following must apply:

1. The agency must clearly disclose to the supplier the name of the principal for whom the
agency is acting as agent and establish that it has the authority to bind the principal with
respect to the purchase.

2. The agency must be able to document that its status as agent existed prior to the
acquisition.
3. The price billed by the agency to the principal for the property, exclusive of any agency fee,

must be the same as the amount paid to the supplier, and the principal must be entitled to
any profits realized by the agent from rebates, bonuses, commissions, or divisions of profits
received by the agent.

4. The agency may make no use of the property for its own account.
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8-5

Purchases for Client’s Use

An advertising agency purchasing items sourced to this State as an agent on behalf of its client for
the client’s use in North Carolina must pay the applicable sales or use tax due as agent for its
principal.

Use Tax Due as an Agent

An advertising agency acting as an agent must remit the sales and use tax due on its purchases.
An advertising agency that purchases taxable items sourced to this State on behalf of a principal
from a seller who did not charge and remit the applicable tax must remit the use tax due, as agent
for its principal, directly to the Department on the purchase price of the item without any deduction
on account of the cost of the materials used, labor or service costs, transportation charges, or any
expenses whatsoever.

RETAINER AND CONSULTATION FEES
Retainer Fees
A retainer is generally collected in advance for future services to be rendered.

Charges by advertising agencies and artists to their clients for a retainer that are directly related to
the purchase, acquisition, fabrication, or production and retail sale of taxable items are part of the
sales price and subject to the applicable rates of sales and use tax. These charges are subject to
sales and use tax whether the retainer is separately stated on the customer’s invoice or not.

A retainer charged to clients is not subject to sales and use tax when it is solely in connection with
the performance of professional services that are not subject to sales and use tax.

Consultation Fees

Charges by advertising agencies and artists to their clients for consultation fees directly related to
the purchase, acquisition, fabrication, or production and retail sale of taxable items are part of the
sales price and are subject to the applicable rates of sales and use tax. These charges are subject
to sales and use tax whether the consultation fees are separately stated on the customer’s invoice
or not.

Consultation fees charged to clients are not subject to sales and use tax when they are solely in
connection with the performance of professional services that are not subject to sales and use tax.

SIGN FABRICATION AND SIGN PAINTING

Sign Fabrication

1. The sales price of electrical, neon, or other made-to-order signs sold at retail is subject to
the general State, applicable local, and applicable transit rates of sales and use tax. Any
charges by a retailer to install a sign are part of the sales price subject to tax.

2. Sign fabricators performing real property contracts with respect to a capital improvement
are the consumers of items that they purchase, install, or apply for others to fulfill such

contracts and are liable for the sales and use tax due on the purchase price of the items.

Note: For information regarding real property contracts, refer to SUTB 72.

. Sign Painting
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1. The sales price of or the gross receipts derived by retailers for painting signs on tangible
personal property are subject to the general State, applicable local, and applicable transit
rates of sales and use tax. Sales to retailers of paint or similar tangible personal property
that become a part of the tangible personal property belonging to others are wholesale
sales exempt from sales and use tax when purchased as provided in SUTB 5. Sales of
brushes and other tangible personal property to retailers for use or consumption are subject
to the general State, applicable local, and applicable transit rates of sales and use tax.

2. Persons engaged in the business of painting signs on billboards, on the side of buildings,
or on other real property are performing real property contracts and are the consumers of
any items that they purchase, install, or apply for others to fulfill such contracts and are
liable for the sales and use tax on the purchase price of the items.

Note: For information regarding real property contracts, refer to SUTB 72.

8-7 PAINTING SERVICES
A person or artist that provides painting services and performs those services on tangible personal
property, whether it is the client’'s or otherwise, is liable for collecting and remitting the general
State, applicable local, and applicable transit rates of sales and use tax on the sales price of the
tangible personal property or services.
A person or artist that contracts to provide painting services and performs those services on the
client’s real property is making a capital improvement with respect to real property and is not liable
for collecting and remitting sales and use tax on the capital improvement.
Note: For information on real property contracts, refer to SUTB 72.

8-8 ADVERTISING SUPPLEMENTS
Sales of advertising supplements and any other printed matter ultimately to be distributed with or
as part of a newspaper are exempt from sales and use tax.

Sales and Use Tax Bulletins 01/01/2024 Page 61

Return to Table of Contents



North Carolina Department of Revenue SUTB 9

SUTB 9

9-1

9-2

AIRCRAFT AND QUALIFIED JET ENGINES
DEFINITIONS

G.S. § 105-164.3 provides the following terms and definitions:

1. “Qualified aircraft” — An aircraft with a maximum take-off weight of 2,000 pounds and
above.
2. “Qualified jet engine” — An engine certified pursuant to Part 33 of Title 14 of the Code of

Federal Regulations.

IMPOSITION OF TAX

. Aircraft

The sales price of each aircraft sold at retail, including all accessories attached to the aircraft when
it is delivered to the purchaser, is subject to the 4.75% general State rate of sales and use tax with
a maximum tax per article of $2,500. An aircraft sold at retail is not subject to any local or transit
rates of sales and use tax.

Qualified Jet Engines

The sales price of each qualified jet engine sold at retail, including all accessories attached to the
qualified jet engine when it is delivered to the purchaser, is subject to the 4.75% general State rate
of sales and use tax. There is no maximum tax on the sale of a qualified jet engine nor is the
qualified jet engine subject to any local or transit rates of sales and use tax.

Direct Pay Permit for Qualified Jet Engines

A person that purchases a qualified jet engine may apply to the Secretary for a direct pay permit.
The maximum use tax on a qualified jet engine purchased with a direct pay permit is two thousand
five hundred dollars ($2,500). For information on the direct pay permit for qualified jet engines,
refer to SUTB 24-7.

9-3 EXEMPTIONS RELATED TO AIRCRAFT AND QUALIFIED JET ENGINES

The following are exempt from sales and use tax:

1. Parts and accessories used to repair or maintain a qualified aircraft or qualified jet engine.

2. The sales price of or the gross receipts derived from repair, maintenance, and installation
services and service contracts for a qualified aircraft or a qualified jet engine.

Note: For information on repair, maintenance, and installation services and service
contracts, refer to SUTBs 75 and 79, respectively.

3. The amount of repair, maintenance, and installation services for an aircraft for which the
purchaser elects for the seller to collect and remit the tax due under G.S. § 105-
164.27A(a3).

4. The sale of an aircraft by a person that does not meet the definition of “engaged in
business,” such as an individual selling an aircraft personally owned.

5. Any aircraft, accessories, and supplies purchased for resale as provided in SUTB 5.
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9-4 INTERSTATE AIR BUSINESSES
For information on interstate air businesses, refer to SUTB 50.
9-5 AVIATION GASOLINE AND JET FUEL
For information on aviation gasoline and jet fuel, refer to SUTB 12.

9-6 DIRECT PAY PERMIT - CERTAIN AIRCRAFT AND QUALIFIED JET ENGINE CHARGES AND
SERVICES

For information on the direct pay permit for certain aircraft and qualified jet engine charges and
services and the election to have the seller collect and remit the use tax due on behalf of the
purchaser, refer to SUTB 24-8.
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SUTB 10 ALCOHOLIC BEVERAGES (SPIRITUOUS LIQUOR, MIXED BEVERAGES, ETC.)

10-1

DEFINITIONS

For purposes of this SUTB, the following terms and definitions apply:

1. “Alcoholic beverage” — Defined in G.S. § 18B-101.
2. “Antique spirituous liquor” — Defined in G.S. § 18B-101.
3. “Mixed beverage” — Defined in G.S. § 18B-101.
4. “Spirituous liquor” — Defined in G.S. § 18B-101.
10-2 IMPOSITION OF TAX
A. Spirituous Liquor
Sales of spirituous liquor and antique spirituous liquor are subject to the combined general rate of
sales and use tax. This does not include the sale of mixed beverages. Sales of spirituous liquor
and antique spirituous liquor in North Carolina are generally made by an ABC Store or a distillery
permit holder for consumption off the premises.
B. Beer, Wine, Mixed Beverages, Etc.
Retail sales of the following are subject to the general State, applicable local, and applicable transit
rates of sales and use tax:
1. Mixed beverages by restaurants, bars, and other similar establishments.
2. Straight shots of spirituous liquor or antique spirituous liquor by restaurants, bars, and other
similar establishments.
3. Beer, whether by the drink or in closed containers.
4, Wine, including fortified wine, whether by the drink or in closed containers.
5. Malt beverages, whether by the drink or in closed containers.
10-3 WINE SHIPPER PERMIT HOLDERS
A retailer who holds a wine shipper permit issued by the ABC Commission is engaged in business
in North Carolina. The retailer is required to collect and remit the general State, applicable local,
and applicable transit rates of sales and use tax on its retail sales of wine to purchasers in this
State, notwithstanding that the retailer may be located outside North Carolina. A person that ships
wine directly to a purchaser in this State as authorized by G.S. § 18B-1001.1 is engaged in business
in North Carolina. Such retailer must register with the Department to obtain a Certificate of
Registration and is required to collect and remit the general State, applicable local, and applicable
transit rates of sales and use tax.
10-4 EXEMPTION FOR ALCOHOLIC BEVERAGE MANUFACTURERS
A. Exemption
Sales of machinery, equipment, parts, and accessories to the following permittees for use in the
manufacture of the following items and supplies and ingredients used or consumed by the permittee
in the manufacturing process:
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1. The holder of an unfortified winery permit for the manufacture of unfortified wine, as
authorized in G.S. § 18B-1101.

2, The holder of a fortified winery permit for the manufacture of fortified wine, as authorized
in G.S. § 18B-1102.

3. The holder of a brewer permit for the manufacture of malt beverages, as authorized in G.S.
§ 18B-1104.

4. The holder of a distillery permit for the manufacture of spirituous liquor, as authorized in

G.S. § 18B-1105.
B. Machinery, Equipment, Parts, and Accessories

Machinery, equipment, parts and accessories subject to this exemption must be primarily used in
the production phase of the manufacturing process as defined in SUTB 57-1 to qualify for this
exemption. Machinery, equipment, parts, and accessories not used primarily in the production
phase are subject to the applicable sales and use tax. Machinery, equipment, parts and
accessories that are not subject to this exemption include the items listed in SUTB 57-4.

C. Supplies and Ingredients

Supplies and ingredients subject to this exemption must be primarily used or consumed in the
production phase of the manufacturing process, as defined in SUTB 57-1, to qualify for this
exemption. Supplies and ingredients not primarily used in the production phase are subject to the
applicable sales and use tax.
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SUTB 11 ARTISTS AND ART DEALERS
11-1  OBJECTS OF ART

Retail sales of objects of art and art supplies are subject to the general State, applicable local, and
applicable transit rates of sales and use tax unless specifically exempt by statute.
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SUTB 12 AVIATION GASOLINE AND JET FUEL
12-1  IMPOSITION AND COMPUTATION OF TAX
A. Tax Imposed

The gross receipts derived from the sale of aviation gasoline and jet fuel are subject to the
combined general rate of sales and use tax. For purposes of this SUTB, the term “gross receipts”
has the same meaning as the term “sales price.” For sales and use tax purposes, the definitions
for aviation gasoline and jet fuel reference the definitions as set out in G.S. § 105-449.60.

B. Computation of Tax

The gross receipts subject to tax include any federal excise tax imposed on the retailer, even if the
federal excise tax is listed separately on the invoice, bill of lading, or similar billing document. Gross
receipts do not include federal excise taxes imposed directly on a consumer if the tax is separately
stated on the invoice, bill of sale, or similar document given to the customer.

12-2 EXEMPTION RELATED TO AVIATION GASOLINE AND JET FUEL

Sales of aviation gasoline and jet fuel to an interstate air business for use in a commercial aircraft
are exempt from sales and use tax. This exemption also applies to aviation gasoline and jet fuel
purchased for use in a commercial aircraft used in interstate or foreign commerce by a person
whose primary business is scheduled passenger air transportation. For purposes of the exemption,
the term “commercial aircraft” includes only aircraft that has a certified maximum take-off weight of
more than twelve thousand five hundred (12,500) pounds and is regularly used to carry for
compensation passengers, commercial freight, or individually addressed letters and packages. An
interstate air business is an interstate air courier, an interstate freight air carrier, or an interstate
passenger air carrier. This exemption expires January 1, 2029.
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SUTB 13 BANKRUPTCY

13-1

A.

DEBTOR'’S LIABILITY IN BANKRUPTCY

A discharge under 11 U.S.C. Section 727, 1141, 1228(a), 1228(b), or 1328 (a) and (b) does not
relieve an individual debtor in bankruptcy from liability for payment of pre-petition sales and use
tax. Furthermore, it does not relieve an individual debtor from liability for payment of a tax:

1. On pre-petition transactions for which a return is last due, including any extension, after
three years before the petition date.

2. On transactions with respect to which a return:
a. Was not filed.

b. Was filed after the due date, including any extension, and after two years before
the petition date.

3. With respect to which the debtor made a fraudulent return or willfully attempted in any
manner to evade or defeat such tax.

Associated penalties are not discharged on such sales and use tax imposed with respect to
transactions occurring within three years prior to the petition date.

An individual debtor's discharge under 11 U.S.C. Section 1328(a) does not release the debtor from
liability for payment of pre-petition sales and use taxes, penalties, and interest.

A corporate debtor's confirmation under 11 U.S.C. Section 1141 releases the debtor from liability
for payment of pre-petition sales and use taxes, penalties, and interest. The confirmed plan
determines the debtor's tax liability.
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SUTB 14 BARBER AND BEAUTY SHOPS

14-1 BARBER AND BEAUTY SHOP SERVICES

The gross receipts of barber and beauty shop operators derived from rendering personal services
are not subject to sales and use tax.

14-2 SALES BY BARBER AND BEAUTY SHOPS

Barber and beauty shop operators who purchase hair care products, cosmetics, and other health
and beauty aids and make retail sales of such tangible personal property to their customers, are
required to register with the Department as retailers and are liable for collecting and remitting the
general State, applicable local, and applicable transit rates of sales and use tax on such sales.

14-3 SALES TO AND PURCHASES BY BARBER AND BEAUTY SHOPS

A. Retail sales to barber and beauty shop operators of tools, furniture, fixtures, equipment, materials,
health and beauty aids, and any other supplies purchased for use in connection with the operation
of their businesses are subject to the general State, applicable local, and applicable transit rates of
sales and use tax. Barber and beauty shop supply wholesalers and other businesses making retail
sales of tangible personal property to barber and beauty shop operators, to be used or consumed
in rendering personal services to their customers, are liable for collecting and remitting the general
State, applicable local, and applicable transit rates of sales and use tax to the Department on such
sales.

B. Barber and beauty shop operators who purchase hair care products, cosmetics, and other health
and beauty aids, some of which are regularly and continuously sold at retail to their customers and
some of which are used or consumed in rendering personal services to their customers, may
purchase such tangible personal property without payment of sales and use tax as provided in
SUTB 5.

In such case, the barber and beauty shop operators assume responsibility for payment of the
general State, applicable local, and applicable transit sales and use taxes directly to the
Department on the sales price of tangible personal property sold to their customers and on the
purchase price of tangible personal property used or consumed in rendering personal services to
their customers.

Sales and Use Tax Bulletins 01/01/2024 Page 69

Return to Table of Contents



North Carolina Department of Revenue SUTB 15

SUTB 15 BOATS AND RELATED ITEMS

15-1

IMPOSITION AND COMPUTATION OF TAX

The sales price of each boat sold at retail, including all parts and accessories attached to the boat
when it is delivered to the purchaser, is subject to the 3% State rate of sales and use tax with a
maximum tax of one thousand five hundred dollars ($1,500). The tax is computed on the sales
price of the boat without any deduction for any trade-in credit or allowance. A boat sold at retail is
not subject to any local or transit rates of sales and use tax.

The sales price of a boat includes charges for the boat motor, fenders, boat and motor controls,
compass, windshield, horn, lights, labor for installing such parts and accessories, freight or delivery
charges, and any other charges for preparing the boat for sale.

Subsequent retail sales of used articles taken in trade as a credit on the sale of a boat are subject
to the applicable rate of sales and use tax on the sales price when sold.

15-2 EXEMPTIONS RELATED TO BOATS

The following are exempt from sales and use tax:

1. Sales of fuel and other tangible personal property for use or consumption by or on a
watergoing vessel when delivering to an officer or agent of the vessel for the use of the
vessel engaged in either of the activities listed in this subsection. Sales of fuel and other
tangible personal property made to officers, agents, members of the crew, or passengers
of these vessels for their personal use are not exempt from payment of the sales tax. The
activities are:

a. The transport of freight in intrastate, interstate, or foreign commerce, whether on
the high seas, intracoastal waterways, sounds, or rivers.
b. The transport of passengers for hire exclusively on the high seas.

2. Sales of boats, fuel oil, lubricating oils, machinery, equipment, nets, rigging, paints, parts,
accessories, and supplies to any of the following:

a. The holder of a standard commercial fishing license issued under G.S. § 113-168.2
for principal use in a commercial fishing operation.

b. The holder of a shellfish license issued under G.S. § 113-169.2 for principal use in
commercial shell fishing operations.

(3 The operator of a “for-hire vessel,” as defined in G.S. § 113-174, for principal use
in the commercial use of the boat.

Note: For information regarding commercial fishing, refer to SUTB 29.

3. The amount of repair, maintenance, and installation services for a boat for which the
purchaser elects for the seller to collect and remit the tax due under G.S. § 105-
164.27A(a3).

4. The sale of a boat by a person that does not meet the definition of “engaged in business,”
such as an individual selling a boat personally owned.

5. Any boats, accessories, or supplies purchased for resale as provided in SUTB 5.

15-3 RETAIL SALES OF PARTS AND ACCESSORIES FOR BOATS
Sales and Use Tax Bulletins 01/01/2024 Page 70

Return to Table of Contents



North Carolina Department of Revenue SUTB 15

15-4

15-5

15-6

Retail sales of parts and accessories for boats including boat motors, fenders, boat and motor
controls, lights, windshields, horns, and other accessories sold separately from the sale of a boat
are subject to the general State, applicable local, and applicable transit rates of sales and use tax
unless exempt as provided in SUTB 15-2.

Life jackets, life rings, cushions, flares, fire extinguishers, and rope are considered to be safety
equipment rather than accessories to a boat, therefore, any retail sales of such tangible personal
property are subject to the general State, applicable local, and applicable transit rates of sales and
use tax notwithstanding that the tangible personal property may be sold with the boat.

BOAT TRAILERS
Retail Sales of Boat Trailers

A retail sale of a boat with a boat trailer is considered to be the sale of two separate articles. A
boat trailer is a motor vehicle that is exempt from sales and use tax and subject to the 3% highway
use tax imposed under Article 5A of Chapter 105 of the North Carolina General Statutes. The
highway use tax must be paid to the Commissioner of Motor Vehicles by the dealer, the purchaser,
or other applicant for a certificate of title at the time of making application.

Retail Sales of Parts and Accessories for Boat Trailers

The sales price of parts and accessories for boat trailers sold at retail is subject to the general
State, applicable local, and applicable transit rates of sales and use tax when sold separately from
the sale of the trailers.

OUT-OF-STATE PURCHASES OF BOATS

The purchase of a boat outside of North Carolina for storage, use, or consumption in this State is
subject to the 3% State rate of North Carolina use tax with a maximum tax of one thousand five
hundred ($1,500) dollars. The sales price of a boat includes all accessories attached to the boat
when it is delivered to the purchaser and any delivery charges imposed by the retailer. A purchaser
that purchases a boat outside this state, takes title or possession outside this state, and is required
to pay sales tax or a similar tax to another state, is allowed credit for the other state’s tax paid
against the amount of North Carolina use tax due. A purchaser of a boat who is liable for use tax
who is not otherwise required to register in the State for sales and use tax purposes must file Form
E-555, Boat and Aircraft Use Tax Return, and pay the amount of tax due by the 20th day of the
month following the month in which the purchase was made. A return filed after the due date is
subject to penalty and interest.

The purchase of a boat from a person outside of the State that does not meet the definition of
“engaged in business,” such as an individual selling a boat personally owned, is exempt from sales
and use tax as an occasional and isolated sale.

DIRECT PAY PERMIT - CERTAIN BOAT CHARGES AND SERVICES
For information on the direct pay permit for certain boat charges and services and the election to

have the seller collect and remit the sales and use tax due on behalf of the purchaser, refer to
SUTB 24-8.
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SUTB 16 BUNDLED TRANSACTIONS

16-1

A.

GENERAL PROVISIONS
Bundled Transaction Defined

A retail sale of two or more distinct and identifiable items, at least one of which is taxable and one
of which is nontaxable, for one nonitemized price. The term does not apply to real property or
services to real property. Items are not sold for one nonitemized price if an invoice or another sales
document made available to the purchaser separately identifies the price of each item. A bundled
transaction does not include the retail sale of any of the following:

1. An item and any packaging that accompanies the item and is exempt from sales and use
tax under G.S. § 105-164.13(23).

2. A sale of two or more items whose combined price varies, or is negotiable, depending on
the items the purchaser selects.

3. A sale of an item accompanied by a transfer of another item with no additional
consideration.

4. An item and the delivery or installation of the item.

5. An item and any service necessary to complete the sale.

In General

A bundled transaction occurs when a person has no option except to purchase two or more items
packaged together and pay one nonitemized price. Examples of bundled transactions are gift
baskets containing food and non-food items and medical kits containing drugs required by federal
law to be dispensed only on prescription and taxable medical supplies.

Note: A mixed transaction contract is a contract that includes both a real property contract for a
capital improvement and repair, maintenance, and installation services for real property that are
not related to the capital improvement. For information on a mixed transaction contract, refer to
SUTB 72-6. A mixed service contract is a contract for real property that includes two or more
services, one of which is subject to sales and use tax and one of which is not. For information on
mixed service contracts, refer to SUTB 79-9.

Application of Tax
Tax applies to the sales price of a bundled transaction unless one of the following applies:
1. Fifty Percent Test

The bundle consists of only tangible personal property, the bundle includes one or more of
the exempt tangible personal property listed in this subsection, and the price of the taxable
tangible personal property in the bundle does not exceed 50% of the price of the bundle:

a. Food exempt from State sales and use tax under G.S. § 105-164.13B. For a
bundled transaction that consists of more than 50% food exempt from State sales
and use tax, the sales price of the bundled transaction is subject to the 2% food
rate of sales and use tax.

b. A drug exempt from sales and use tax under G.S. § 105-164.13(13). If the price
of drugs required by federal law to be dispensed only on prescription, over-the-
counter drugs sold on prescription, or insulin, including packaging materials and
any instructions or information about the drugs included in the package with them,
exceeds 50% of the price of the bundle, the sales price of the bundled transaction
is exempt from sales and use tax.
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(o Medical devices, equipment, or supplies exempt from sales and use tax under G.S.
§ 105-164.13(12). For a bundled transaction that consists of more than 50%
prosthetic devices for human use, mobility enhancing equipment sold on a
prescription, durable medical equipment sold on prescription, or durable medical
supplies sold on prescription, the sales price of the bundled transaction is exempt
from sales and use tax.

Determining Threshold: In determining if a transaction meets the 50% test, a retailer of a
bundled transaction may use either the purchase price or the sales price of the tangible
personal property in the bundle. A retailer may not use a combination of purchase price
and sales price to make this determination.

2. Allocation

The bundle includes a service, and the retailer determines an allocated price for each item
in the bundle based on a reasonable allocation of revenue that is supported by the retailer’s
business records kept in the ordinary course of business. In this circumstance, tax applies
to the allocated price of each taxable item in the bundle.

3. Ten Percent Test

The price of the taxable items in the bundle does not exceed 10% of the price of the bundle,
and no other subsection in this section applies. The sales price for the bundled transaction
is not subject to sales and use tax, and sales and use tax is not due on the purchase price
of the taxable items included in the bundle.

Determining Threshold: In determining if a transaction meets the 10% test, a retailer of a
bundled transaction may use either the purchase price or the sales price of the tangible
personal property in the bundle. A retailer may not use a combination of purchase price
and sales price to make this determination. If a bundled transaction includes a service
contract, the retailer must use the full term of the contract in determining whether the
transaction meets the threshold.

4. Prepaid Meal Plan

The bundle includes a prepaid meal plan and a dollar value that declines with use. In this
circumstance, sales and use tax applies to the allocated price of the prepaid meal plan.
The sales and use tax applies to items purchased with the dollar value that declines with
use as the dollar value is presented for payment.

5. Tuition, Room, and Meals

The bundle includes tuition, room, and meals offered by an institution of higher education.
In this circumstance, tax applies to the allocated price of the meals. The institution
determines the allocated price for meals based on a reasonable allocation of revenue that
is supported by the institution's business records kept in the ordinary course of business.

6. True Object Exclusion
The true object of a bundled transaction is fact-based and should be considered on a case-

by-case basis. A transaction that otherwise meets the definition of a “bundled transaction”
is not a bundled transaction if it is one of the following:
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a. The retail sale of tangible personal property and a service where the tangible
personal property is essential to the use of the service, and is provided exclusively
in connection with the service, and the true object of the transaction is the service.

b. The retail sale of services where one service is provided that is essential to the
use or receipt of a second service and the first service is provided exclusively in
connection with the second service and the true object of the transaction is the
second service.

Transactions that qualify under the true object exclusion are not affected by special
bundled transaction taxability rules.

D. Distinct and Identifiable Items

Distinct and identifiable items do not include:

1.

Packaging such as wrapping paper, labels, wrapping twine, paper, cloth, plastic bags,
cartons, packages and containers, cores, cones or spools, wooden boxes, baskets, coops
and barrels, including paper cups, napkins and drinking straws and like articles when such
articles constitute a part of the sale of tangible personal property and are delivered with it
to the customer.

An item provided free of charge. An item is provided free of charge in a retail sale when in
order to obtain the item, the purchaser is required to make a purchase of one or more other
items and the price of the purchased items does not change based on the seller providing
an item free of charge. Items provided free of charge with the necessary purchase of
another item are considered promotional items.

Charges included in the definition of the terms “sales price” and “purchase price,” including
but not limited to, delivery charges, installation charges, charges by the retailer for any
service necessary to complete the sale, the seller’s cost of materials used, labor or service
costs, interest, losses, all costs of transportation to the seller, all taxes imposed on the
seller, and any other expense of the seller.

E. One Nonitemized Price of a Bundled Transaction

One nonitemized price of a bundled transaction does not include:

1. A sales price that varies, whether by negotiation or otherwise, with the selection of distinct
and identifiable items by the purchaser. A purchaser having the option of declining to
purchase any of the items where the sales price will vary as a result of the selection of
items, or a different price is negotiated as a result of the selection of items made by the
purchaser is evidence that the retail sale is not made for one nonitemized price.

2. A price that is separately identified by item on binding sales or other supporting sales-
related documentation made available to the customer in paper or electronic form
including, but not limited to, an invoice, bill of sale, receipt, contract, service agreement,
lease agreement, periodic notice of rates and services, rate card, or price list. The sales-
related documents made available to a purchaser must provide enough information to a
purchaser so that the purchaser is able to determine the prices of taxable and nontaxable
items.

16-2 BUNDLED TRANSACTIONS AND SERVICES
For a bundled transaction that includes services, a retailer is authorized to allocate a price to each
item included in the bundle and collect tax on the price allocated to the taxable items. A retailer’s
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business records kept in the ordinary course of business must be maintained to support the
allocation made.

Example: A person provides taxable telecommunications services, taxable video programming
services, and exempt Internet access services and offers all the services in a bundled transaction.
The person can allocate the portion of its services attributable to the taxable items and collect and
remit tax on the amount of revenues allocated to the taxable services.

Note: A bundled transaction does not include services to real property.
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SUTB 17 INDIAN TRIBES

171

17-2

17-3

17-4

SALES BY MERCHANTS ON THE CHEROKEE INDIAN RESERVATION

Sales of items by merchants on the Eastern Band of Cherokee Indian (EBCI) Reservation are
exempt from sales and use tax when such merchants are authorized to do business on the
Reservation and are paying the tribal gross receipts levy to the Tribal Council, without regard to the
status of the purchaser.

SALES TO FEDERALLY RECOGNIZED INDIAN TRIBES

Items Sourced to the Reservation

Sales of items to a federally recognized Indian tribe or to an enrolled member of the federally
recognized tribe residing on the Reservation are exempt from sales and use tax when such items
are sourced to the tribe’s Reservation.

Items Sourced Outside the Reservation

Retail sales of items to a federally recognized Indian tribe, to an enrolled member of the federally
recognized tribe, to contractors, or others representing an enrolled member of the federally
recognized tribe are subject to sales and use tax when sourced outside the tribe’s Reservation
even though such items may be incorporated into improvements on the Reservation.

REAL PROPERTY CONTRACTS WITH FEDERALLY RECOGNIZED INDIAN TRIBES

Items Sourced Outside the Reservation

A real property contractor is the consumer of an item sourced to this State that the real property
contractor purchases, installs, or applies for others to fulfill a real property contract. A real property
contractor purchasing such item sourced to a North Carolina location other than a federally
recognized Indian tribe’s Reservation, is liable for remitting the sales and use tax due, regardless
of whether the real property contractor will use it to fulfill a real property contract on the Reservation.

Note: For information regarding real property contracts, refer to SUTB 72.
Items Sourced to the Reservation

Purchases by a real property contractor of an item sourced to a federally recognized Indian tribe’s
Reservation to be used to fulfill a real property contract with a federally recognized tribe or an
enrolled member of the federally recognized Indian tribe residing on the Reservation is exempt
from sales and use tax.

Other Taxable Items
Purchases by a real property contractor of an item sourced to federally recognized Indian tribe’s
Reservation that is not used to fulfill a real property contract with the federally recognized tribe is
subject to the applicable rate(s) of sales and use tax unless subject to the exemption in SUTB 17-
1 or other exemption.

ADMISSION CHARGES — CHEROKEE INDIAN RESERVATION

Admission charges to an entertainment activity offered on the Cherokee Indian Reservation are
exempt from sales and use tax, provided the retailer that offers the entertainment activity is
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authorized to do business on the Reservation and pays the tribal gross receipts levy to the Tribal
Council.
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SUTB 18 COLLECTIBLES, STAMPS, AND INVESTMENTS (COINS, BULLION, AND NON-COIN
CURRENCY)

18-1 STAMPS - GENERAL
A. Collectable Stamps

Retailers engaged in the business of selling collectible stamps must register with the Department
for the purpose of collecting and remitting the general State, applicable local, and applicable transit
rates of sales and use tax on such sales.

B. Stamps for Use as United States Postal Fees

Purchases of stamps through vending machines or in any other manner for use as United States
postal fees are not subject to sales and use tax.

18-2 EXEMPTION FOR CERTAIN COINS, METAL BULLION, AND NON-COIN CURRENCY

Sales of investment coins, investment metal bullion, and non-coin currency are exempt from sales
and use tax. For purposes of this exemption, the following terms and definitions apply:

1. “Investment coins” — Numismatic coins or other forms of money and legal tender
manufactured of metal under the laws of the United States or any foreign nation with a fair
market value greater than any statutory or nominal value of such coins.

2. “Investment metal bullion” — Any elementary precious metal that has been put through
a process of smelting or refining and that is in such state or condition that its value depends
upon its content and not upon its form. The term does not include fabricated precious
metal that has been processed or manufactured for one or more specific and customary
industrial, professional, or artistic uses.

3. “Non-coin currency” — Forms of money and legal tender manufactured of a material other
than metal under the laws of the United States or any foreign nation with a fair market value
greater than any statutory or nominal value of such currency.
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SUTB 19

19-1

COMPUTERS (HARDWARE, SOFTWARE, SERVICES, AND MAINTENANCE)

DEFINITIONS

G.S. § 105-164.3 provides the following terms and definitions:

1.

“Computer” — An electronic device that accepts information in digital or similar form and
manipulates it for a result based on a sequence of instructions.

“Computer software” — A set of coded instructions designed to cause a computer or
automatic data processing equipment to perform a task.

“Custom computer software” — Computer software that is not prewritten computer
software. The term includes a user manual or other documentation that accompanies the
sale of the software.

“Datacenter” — A facility that provides infrastructure for hosting or data processing
services and that has power and cooling systems that are created and maintained to be
concurrently maintainable and to include redundant capacity components and multiple
distribution paths serving the computer equipment at the facility. Although the facility must
have multiple distribution paths serving the computer equipment, a single distribution path
may serve the computer equipment at any one time. The following definitions apply to this
definition:

a. “Concurrently maintainable” — Capable of having any capacity component or
distribution element serviced or repaired on a planned basis without interrupting or
impeding the performance of the computer equipment.

b. “Multiple distribution paths” — A series of distribution paths configured to ensure
that failure on one distribution path does not interrupt or impede other distribution
paths.

C. “Redundant capacity components” — Components beyond those required to

support the computer equipment.

“Electronic” — Relating to technology having electrical, digital, magnetic, wireless, optical,
electromagnetic, or similar capabilities.

“Information service” — A service that generates, acquires, stores, processes, or
retrieves data and information and delivers it electronically to or allows electronic access
by a consumer whose primary purpose for using the service is to obtain the processed data
or information.

“Prewritten computer software” — Computer software, including prewritten upgrades
that is not designed and developed by the author or another creator to the specifications
of a specific purchaser. The term includes software designed and developed by the author
or another creator to the specifications of a specific purchaser when it is sold to a person
other than the specific purchaser.

19-2 COMPUTER HARDWARE AND BASIC OPERATIONAL PROGRAMS
A. Computer Hardware
The retail sale, lease, or rental of computer hardware is subject to the general State, applicable
local, and applicable transit rates of sales and use tax.
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B. Basic Operational Programs

The basic operational program or control program that controls the basic operations of a computer
causing it to execute instructions contained in the program is an integral part of the computer
hardware. A basic operational program is that part of an operating system, including supervisors,
monitors, executives, and control or master programs, that consists of the control program
elements of that system. A control or master program, as opposed to a processing program,
controls the operation of a computer by managing the allocation of all system resources, including
the central processing unit, main storage unit, input/output devices, and processing programs.
Retail sales of such basic operational programs or control programs are considered part of the
computer hardware sold and are subject to the general State, applicable local, and applicable
transit rates of sales and use tax, notwithstanding that the retailer does or does not charge
separately for such programs or that such programs are prepared to the specifications of the
customer.

19-3 COMPUTER SOFTWARE
A. Retail Sales of Computer Software
The retail sale of computer software is subject to the general State, applicable local, and applicable
transit rates of sales and use tax.
B. Exemptions

The following exemptions from sales and use tax apply to retail sales and purchases of computer

software and related items. This is not an all-inclusive list.

1. Custom computer software and the portion of prewritten computer software that is modified
or enhanced if the modification or enhancement is designed and developed to the
specifications of a specific purchaser and the charges for the modification or enhancement
are separately stated on the invoice or similar billing document given to the purchaser at
the time of the sale.

2. Computer software that meets any of the following descriptions:

a. It is purchased to run on an enterprise server operating system. The exemption
includes a purchase or license of computer software for high-volume, simultaneous
use on multiple computers that is housed or maintained on an enterprise server or
end users’ computers. The exemption includes software designed to run a
computer system, an operating program, or application software.

b. Itis sold to a person who operates a datacenter and is used within the datacenter.

(o It is sold to a person who provides cable service, telecommunications service, or
video programming and is used to provide ancillary service, cable service, Internet
access service, telecommunications service, or video programming.

3. Computer software or certain digital property that becomes a component part of other
computer software or certain digital property that is offered for sale or of a service that is
offered for sale.

C. Software as a Service (“SaaS”)

Generally, software as a service is a computer software distribution model that involves a service

provider's use of computer hardware infrastructure and computer software to allow a consumer

electronic access to the service provider's computer software. The computer software is not
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19-4

downloaded to the consumer’s computer, but is instead accessed electronically over a computer
network, usually the Internet. North Carolina does not impose sales or use tax on software as a
service.

Enhancements

The portion of computer software that is modified or enhanced, if the modification or enhancement
is designed and developed to the specifications of a specific purchaser and the charges for the
modification or enhancement are separately stated on an invoice or similar billing document given
to the purchaser at the time of sale, is exempt from sales and use tax. Sales of software designed
and developed by the author or another creator to the specifications of a specific purchaser do not
qualify for the exemption when it is sold to a person other than the specific purchaser. Computer
software sold to a person other than the specific purchaser for whom the software was designed
and developed are sales of prewritten computer software and subject to the general State,
applicable local, and applicable transit rates of sales or use tax.

Sourcing — Prewritten Computer Software

Prewritten computer software is sourced in accordance with the general sourcing provisions
provided in SUTB 4-1.

1. When prewritten computer software is received by the purchaser at a business location of
the seller, the retail sale is sourced to that business location.

2. When prewritten computer software is not received by the purchaser at a business location
of the seller, the retail sale is sourced to the location(s) where receipt by the purchaser first
occurs. Receipt may occur at multiple locations if the seller delivers the software to multiple
locations. The transaction is sourced to those locations if the seller receives delivery
information from the purchaser by the time of the invoice.

3. When SUTB 19-3E.1 and SUTB 19-3E.2 do not apply, the retail sale is sourced to the
location indicated by an address for the purchaser that is available from the business
records of the seller that are maintained in the ordinary course of business when use of
this address does not constitute bad faith.

4. When SUTB 19-3E.1, SUTB 19-3E.2, and SUTB 19-3E.3 do not apply, the retail sale is
sourced to the location indicated by an address for the purchaser obtained during the
consummation of the retail sale, including the address of a purchaser's payment instrument
if no other address is available, when this address does not constitute bad faith.

5. When SUTB 19-3E.1, SUTB 19-3E.2, SUTB 19-3E.3, or SUTB 19-3E.4 do not apply,
including circumstances in which the seller is without sufficient information to apply SUTB
19-3E.1, SUTB 19-3E.2, SUTB 19-3E.3, or SUTB 19-3E.4, the retail sale is sourced to the
jurisdiction for the address of the location from which the prewritten computer software was
shipped or, if delivered electronically, was first available for transmission by the seller.
“First available for transmission” means the location from which the software originated,
irrespective of where it is routed, including intermediary servers.

COMPUTER SERVICES
Systems and Programming Services

A person performing repair, maintenance, and installation services on computer hardware and
software is liable for collecting and remitting the general State, applicable local, and applicable
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transit rates of sales and use tax on the sales price of or gross receipts derived from the services,
unless specifically exempt by statute.

Note: For information on repair, maintenance, and installation services, refer to SUTB 75.
B. Time Sharing

Charges made to customers for the use of a computer that the customer has access to through a
remote terminal device are not subject to sales and use tax.

C. Information Services

An information service is not subject to sales and use tax.

Note: For information on information services, refer to SUTB 48.
D. Consulting and Training Services

Charges by a person to solely furnish consulting and training services for how to use computer
software are not subject to sales and use tax.

E. Sourcing — Computer Related Services

A retail sale of a computer-related service is sourced where the purchaser receives the service.
For purposes of this subsection and in accordance with Rule 311.1 of the Streamlined Sales Tax
Governing Board, the term “receives” means making first use of services. The purchaser may
make first use of a service in more than one location.

1. If the purchaser receives the service at a business location of the seller, the retail sale is
sourced to that business location of the seller.

2, When the service is not received by the purchaser at a business location of the seller, the
retail sale is sourced to the location(s) where receipt by the purchaser occurs.

If the service is received by the purchaser exclusively at one or more locations of the
purchaser and the amount of the service received by the purchaser at each location is
known by the seller, the retail sale is sourced to those locations.

If receipt occurs in multiple locations and the purchaser and seller agree to allocate the
retail sale to multiple locations based on a reasonable and consistent method, the seller
shall source the retail sale to those locations using such method. The locations and
allocation must be provided by the purchaser by the time of the invoice.

If the seller does not receive information as to the location(s) where the service will be
received by the purchaser or the purchaser and seller do not agree how to allocate the sale
to multiple locations, the seller shall source the retail sale to a single location of the
purchaser.

3. When SUTB 19-4E.1 and SUTB 19-4E.2 do not apply, the retail sale is sourced to the
location indicated by an address for the purchaser that is available from the business
records of the seller that are maintained in the ordinary course of business when use of
this address does not constitute bad faith.

4. When SUTB 19-4E.1, SUTB 19-4E.2, and SUTB 19-4E.3 do not apply, the retail sale is
sourced to the location indicated by an address for the purchaser obtained during the
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consummation of the retail sale, including the address of a purchaser's payment
instrument, if no other address is available, when this address does not constitute bad faith.

5. When SUTB 19-4E.1, SUTB 19-4E.2, SUTB 19-4E.3, and SUTB 19-4E.4 do not apply,
including circumstances in which the seller is without sufficient information to apply SUTB
19-4E.1, SUTB 19-4E.2, SUTB 19-4E.3, or SUTB 19-4E .4, then the location is determined
by the address from which the service was provided.

19-5 SERVICE CONTRACTS FOR COMPUTER HARDWARE AND COMPUTER SOFTWARE

The sales price of or the gross receipts derived from the sale or the renewal of a service contract
for computer hardware or computer software sold at retail is subject to the general State, applicable
local, and applicable transit rates of sales and use tax.

Service contracts for computer hardware or software that provide support services that meet the
definition of “repair, maintenance, and installation services” are taxable unless exempt by statute.
Service contracts for computer hardware or software that provide support services that do not meet
the definition of “repair, maintenance, and installation services” are not subject to sales and use
tax.

Note: For information on service contracts refer to SUTB 79.
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SUTB 20 CONTAINERS USED IN WRAPPING, PACKING, AND SHIPPING MATERIALS

201

20-2

20-3

20-4

20-5

CONTAINERS: WRAPPING, PACKING, AND SHIPPING MATERIALS

Sales to manufacturers, producers, wholesalers, and retailers of wrapping paper, labels, wrapping
twine, paper, cloth, plastic bags, cartons, packages and containers, cores, cones or spools, wooden
boxes, baskets, coops and barrels, including paper cups, napkins and drinking straws and like
articles are exempt from sales and use tax when such materials are used for packaging, shipping,
or delivering tangible personal property sold at wholesale or retail and when such materials
constitute a part of the sale of the property and are delivered with the property to the customer.
Except for the items described in SUTB 20-4A, this exemption does not apply to items that are
used solely for delivery purposes and do not become a part of the sale of tangible personal property.

DRUMS FOR PACKAGING PRODUCTS

Sales of drums to manufacturers, producers, wholesalers, and retailers are exempt from sales and
use tax when the drums are used for packaging, shipment, or delivery of tangible personal property
that is sold at wholesale or retail and when the drums constitute a part of the sale of such tangible
personal property and are delivered with it to the customer. Sales of paint to manufacturers,
producers, wholesalers, and retailers for use in painting the drums are also exempt from sales and
use tax.

EGG CARTONS

Sales of egg cartons to persons engaged in the business of selling eggs are exempt from sales
and use tax when such cartons become a part of the sale of the eggs to the customer.

RETURNABLE CONTAINERS

Sales of containers, such as barrels and drums, that are used as packaging to enclose tangible
personal property for delivery to the customer that are required to be returned to the owner for
reuse are exempt from sales and use tax.

The North Carolina Court of Appeals in Parkdale Am., LLC v. Hinton, 200 N.C. App. 275 (2009)
held that a yarn pak was a container that enclosed tangible personal property and qualified for the
sales and use tax exemption in G.S. § 105-164.13(23).

When a retailer or wholesale merchant sells tangible personal property in returnable containers
and no charge is made for the use of the containers for a specified time but, at the expiration of the
specified time, the containers enter a demurrage period and a penalty is charged to encourage the
return of the containers, the charge is not subject to sales and use tax.

DEPOSITS FOR CONTAINERS

Deposits charged by a retailer or a wholesale merchant for reusable containers, other than
returnable beverage containers and deposits as described in SUTB 20-5B, are subject to the
general State, applicable local, and applicable transit rates of sales and use tax when the
purchasers of the property contained therein can exercise such control over the containers as is
ordinarily associated with ownership, while the container is in their possession. Such amounts are
a part of the sales price even though designated as deposits for the containers.

Deposits charged by a retailer or wholesale merchant as a deposit on a beverage container that is
returnable to the retailer or wholesale merchant for reuse and the amount charged is refundable or
creditable to the purchaser is not subject to sales and use tax, whether or not the deposit is
separately stated on the invoice or similar billing document.
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C. When the retailer or wholesale merchant retains title to reusable containers and the right to control
the use which the customer makes of the containers, the containers are not considered to be a part
of the sale of the property packaged within the containers. In such cases, amounts charged to the
customers as security for the return of the containers are not subject to sales or use tax if such
charges are shown separately from the sales price of the property on the invoice or similar billing
document given to the purchaser at the time of sale. If such amounts are not separately stated on
the invoice or similar billing document given to the purchaser at the time of sale, the total charge is
subject to the general State, applicable local, and applicable transit rates of sales and use tax.
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SUTB 21 COUPONS AND VOUCHERS
21-1  COUPONS
A. Sales of Coupons and Coupon Booklets

21-2

Sales of coupons and coupon booklets to advertising agencies, promoters, and other users or
consumers for use in advertising programs aimed at the promotion of sales by retailers are subject
to the general State, applicable local, and applicable transit rates of sales and use tax. Such
coupons are considered to be for the purpose of advertising discounts or special sales prices, such
as the sale of two items for the price of one item, and are not considered to be a part of the sale
price upon which sales tax is due.

Retailer’s Coupons

When a retailer issues coupons or coupon codes relating to products the retailer sells and later
receives the coupons or coupon codes from customers in connection with sales of the products,
the retailer must charge and remit sales and use tax on the net amount charged for the products
after deduction of any credit allowed for the coupons or coupon codes. Coupons or coupon codes
issued by retailers are considered to be for the purpose of advertising discounts or reductions in
the sales price of products and are not part of the sales price upon which sales tax is due.

Manufacturer’s Coupons

When manufacturers issue coupons or coupon codes relating to their products and the coupons or
coupon codes are subsequently accepted by retailers from their customers in connection with sales
of the manufacturers' products, the retailers must charge and remit sales and use tax on the sales
price of the products before deduction of any credit or issuance of any refund allowed for any
coupon or coupon code. A manufacturer’s coupon or coupon code accepted by retailers from their
customers constitutes payment, or partial payment, of the sales price of the product upon which
sales and use tax is due. Any amount paid by the manufacturer to the retailer for the value of the
coupons or coupon codes is not subject to sales and use tax.

VOUCHERS

For purposes of this SUTB the following guidance from the Streamlined Agreement applies. Refer
to Disclosed Practice 1 - Tax Administration Practices on Vouchers in the North Carolina State
Taxability Matrix available on the Department’s website for additional information.

Vouchers
A voucher is an instrument that is:

1. Issued to a purchaser for an amount less than the face value of the voucher, and both the
face value and the amount paid by the purchaser are noted on the voucher.

2. Redeemable for personal property or services in a single visit only at the seller’s business.

3. Redeemable either for a specific product or for a certain dollar amount towards the
purchase price of any product sold by the seller.

4, Issued, marketed, or distributed by a third party pursuant to a specific agreement with the
seller, and the seller determines the price at which the voucher is to be issued and allows
redemption of the specific voucher for personal property or services (‘third party
agreement’).
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8.
9.

Not a “digital code” as defined by the Streamlined Agreement or the Streamlined Governing
Board Rules.

Not a ticket for admission to a performance or event on a specific date and time.

Not a gift card nor a gift certificate; nor is it convertible, in whole or in part, to a gift card, a
gift certificate, or cash.

Not usable in combination with other promotions or coupons offered by the seller.

Not a prepaid calling service or a prepaid wireless calling service.

A voucher may be provided to a purchaser in the form of an electronic instrument that is scanned
by the seller from the purchaser’s electronic device.

B. Application of a Voucher to a Sale

1.

The difference between the value of a voucher allowed by the seller and the amount the
purchaser paid for the voucher is administered as a discount that is not included in the
sales price of an item (i.e., same treatment as a retailer’s in-store coupon) provided the
seller is not reimbursed by a third party in money, or otherwise, for some or all of that
difference.

When the discount on a voucher will be fully reimbursed by a third party, the seller is to use
the face value of the voucher (i.e., same as the treatment of a manufacturer’s coupon) and
not the price paid by the purchaser as the sales price that is subject to sales and use tax.

Costs and expenses of the seller are not deductible from the sales price and are included
in the sales price that is subject to sales and use tax. Further, reductions in the amount of
consideration received by the seller from the third party that issued, marketed, or
distributed the vouchers, such as advertising or marketing expenses, are costs or
expenses of the seller included in the sales price subject to sales and use tax.
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SUTB 22 DELIVERY AND TRANSPORTATION CHARGES

2241

A.

DELIVERY CHARGES
Definition
G.S. § 105-164.3 provides the following term and definition:

“Delivery charges” — Charges imposed by the retailer for preparation and delivery of an item to a
location designated by the consumer.

. All freight, delivery, shipping, postage, handling, crating, packing, or other transportation charges

in any way connected with or arising by reason of any taxable sale or purchase are subject to sales
and use tax at the same rate as the taxable sale or purchase, regardless of whether such charges
are billed separately or are separately stated on the invoice or similar billing document given to the
purchaser at the time of sale.

C. Allocation of Charges

If a sale or shipment includes a taxable item and a non-taxable or exempt item, the retailer must
allocate the delivery charge by using one of the following percentages:

1. A percentage based on the total sales price of the taxable item compared to the total sales
prices of all items in the sale or shipment.

2. A percentage based on the total weight of the taxable item compared to the total weight of
all items in the sale or shipment.

The portion of the delivery charge allocated to the taxable item is subject to the same rate of sales
and use tax as the taxable item. The retailer should not tax the portion of the delivery charge
allocated to the non-taxable or exempt item. Such allocation must be supported by the retailer's
business records kept in the ordinary course of business.
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SUTB 23 DIGITAL PROPERTY (CERTAIN DIGITAL PROPERTY)
23-1  DEFINITIONS

A. G.S. § 105-164.3 provides the following terms and definitions (excluding examples):

1. “Additional digital goods” — All of the following if transferred electronically:
a. A magazine, a newspaper, a newsletter, a report, or another publication.
b. A photograph.
c. A greeting card.
2. “Certain digital property” — Specified digital products and additional digital goods. The

term does not include an information service or an educational service.

3. “Digital audio work” — A work that results from the fixation of a series of musical, spoken,
or other sounds, including a ringtone, that is transferred electronically. (Examples include,
but are not limited to, the following: recorded songs, music, readings of books, or other
written materials, speeches, and other sound recordings.)

4, “Digital audiovisual work” — A series of related images, that when shown in succession,
impart an impression of motion, together with accompanying sounds, if any, and that is
transferred electronically. (Examples include, but are not limited to, the following: movies,
motion pictures