CERTIFICATE OF COMPIIANCE ~ STATE OF NORTH CAROIINA

Revised May 2010*

Is this
requirement
met by law,
regulation or
administrative

TOPIC practice (Yes |if so, provide the citation [For 88T

DOCUMENT COMMENTS/ or No). Enter [for legal authority conforming

REFERENCE TO CRIC N/A when not  |{statufe, case, regulation, changes, provide |[Notes (e.g.. administrative practices,

INTERPRETATIONS

DESCRIPTION

Does the state provide state level administration

applicable.

effective dates.

of siate and local sales and use taxes? Yes G.8. 105-469

Are sellers only required to register with, file

returns and remit funds to a state-level authority? Yes G.5. 105-471

Does the siate provide for the collection of any

local taxes and distribute them io the appropriate G.S3. 105-469, & G.S. 105-

taxing jurisdictions? Yes 472

Are audits conducted only by the state or by

others authorized by the state o conduct an audit G.8. 105-164.30 & G.S.

that includes both state and local taxes? Yes 105-469 State conducted audits only

Are local jurisdictions prohibited from conducting
independent sales or use iax audiis of sellers
registered under the Agreement?

Is the tax base for local jurisdictions identical to
the siate fax base, excluding federal prohibitions,
motor vehicles, aircraft, watercraft, modular

homes, man

ufactured h
‘ i

omes and mobile homes?
@ i

=

is the state capable of pulling registration

Yes

Yes

5

G.S. 105-469

G.8.105-164.4 & G.S. 105
467

10/1/2003 &
1/1/2008

not take a state out of
compliance.

Failure o meet tf\esé dés -

information from the central registration system? |Yes

Does the state exempt a seller without a legal

obligation to register from paying registration

fees? Yes 5.5, 105-164.29
Does the siate allow a seller to register on the

central registration system without a signature?  1Yes (.8, 105-164.42E4)
Does the siate allow an agent o register a seller

on the central regisiration system? Yes G.8. 10

Al. Does the state provide sellers with as much
advance notice as practicable of a rate change?

Yeos

8/7/09 State increase was posted on website
within a couple of days advising the effective date

was 9/1/09.

SSTGRB Form FO008

SL10019A01
4-15-201C



A2. Does the state limit the effective date of a
rate change to the first day of a calendar quarier?

30 day hold harmless provision enacted for 9/1/09
increase.

A3. Does the state notify sellers of legisiative
changes in the tax base and amendments {o
sales and use tax rules and regulations?

Yes

Form E-505 provided to all registered taxpayers
annually after legislative session.

C. Does the state limit the relief of the sellers
obligation to collect sales or use taxes for that
member state if the seller failed to receive notice
or the state failed to provide nofice or limit the
effective date of a rate change.

Does the state have io
sales ar use tax? If yes, answer the following
qussiions.

MNO

Yeas

A. Does the state limit the effective date of local
rate changes fo the first day of a calendar quarter
after a minimurn of 60 days notice?

G.5. 105-466

B. Does the state limit the effective date of local
rate changes from catalog sales wherein the
purchaser computed the tax based on local tax
rates published in the catalog only on the first day
of a calendar quarter after a minimum of 120
days notice?

Yes

G.5. 106-466

7/15/2003

C. Does the state limit local boundary changes
for the purposes of sales and use taxes to the
first day of calendar quarter after a minimum of
60 days notice?

Yes

No statutory authority. Administrative policy and
updated on Department's websiie.

D. Does the state provide and maintain a
database with boundary changes?

Yes

G.8. 105-164.426(6)

10/1/2005

E. Doses the state provide and mainiain a
database identifying all jurisdictional rate
information using the FIPS codes?

Yes

G.5. 105-164.42E

10/1/2005

F1. Does the state provide and maintain a
database that assigns each five digit and nine
digit zip code within the member state o the
proper iax rate and jurisdiction?

Yes

$.8.105-164.42E

10/1/2005

F2. Does the state apply the lowest combined tax
rate imposed in a zip code if the area in that zip
code includes more than one {ax rafe?

Yes

G.S, 105-164.42E

10/1/2005

G. Does the state provide address-based
boundary database records for assigning taxing
jurisdictions and their associated rates? if yes,
answer the following questions.

Yes

G.5. 105-164.42F

10/1/2005

1. Are the records in the same format as
database records in F?

Yes

G.5. 105-164 42E

10/1/2005

2. Do the records meet the requirements of the
Federal Mobile Telecommunications Sourcing
Act?
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H. If the state has met the requirements of
subsection {F} and elected to certify vendor
provided address-based databases for assigning
e rates and jurisdiction:

N/A

Have not elected to certify vendor provided
clatabases.

1. Are those databases in the same format as
the database records approved pursuant to (G) of
this section?

N/A

2. Do those databases meet the requirements of
the Federal Mobile Telecommunications Sourcing
Act (4 US.C.A Sec. 119 (an?

Does the stale relieve sellers and CSPs from
liability to the state and its local jurisdictions for
collecting the incorrect amount of tax because of
reliance on state provided data on rates,
boundaries, and jusisdiction assignments?

~ -
-
A. Does the state provide a database per Section
205, in downloadable format?

A

Yes

Yes

G.3. 105-164.420L

if the state designates a vendor to provide the
Section 305 database does the vendor's
database meet the requirements of Sections 305,
306 and 307 and is provided at no cost to the
user of the datab:

S USRS s
Al. Does the state have more than ong slate

sales and use tax rate on items of personal

N/A

Except items allowed at a different rate per the

properly or services? Mo G.S. 105-164-4 Agreement.

A2. Does the state have a single additional tax The 2% local tax on food is administered as a
rate on food and food ingredients and drugs as G.S. 1056-164.8 & G.S. 105- state tax. Drugs are exempt per G.S. 105-
defined by state law pursuant io the Agreement? |Yes 469 164.13(13).

B1. If the state has local jurisdictions with a sales G.S. 105-467, 105-468,

or use tax, does any local jurisdiction have more 105-483, 105-498, 105-

than one sales tax rate or one use iax rate? No 507.2, 1056-537

B2. if the state has local jurisdictions with a sales
and use tax are the local sales and use tax rates
identical?

No

Counties may levy additional rates under G.S 105-
507.2 and 105-537. Same taxable base for all

local jurisdictions.
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A. Does the state source a retail sale, excluding
iease or rental, of a product as follows:

CRIC interpretation adopted
9/20/07.

1. i received at business location of seller, then
sourced to that location?

G.S. 105-164.4B()(1)

2. If not received at business location of seller,
then sourced to location of receipt?

3.5, 105-164.4B(8)(2)

3. If subsections 1 & 2 do not apply, then sourced
o address of purchaser in business records of
seller that are maintained in ordinary course of
seller's business?

G.5. 105-164.4B(a)(3)a.

4, i subsections 1, 2 & 3 do not apply, then
sourced to address of purchaser obtained during
consummation of sale, including address of
purchaser's payment instrument, if no other
address is available?

Yes

(.5. 105-164.4B(2)(3)b.

8. If subsections 1, 2, 3 & 4 do not apply,
including the circumstance in which the seller is
without sufficient information to apply the
previous rules, then sourced to location from
which tangible personal property was shipped,
from which digital good or computer software
delivered electronically was first available for
fransmission by seller, or from which service was
provided.

Yes

G.5. 105-164.4B(@) B)c.

B. Does the state source a lease or rental of
tangible personal property as follows:

1. If recurring periodic payments, the first periodic
payment is sourced the same as a retail sale.
Subsequent payments are sourced to the primary
property location for each period covered by the
payment?

6.5, 105-164.4B(b) (1)

2. if mo recurring periodic payments, then sourced
in accordance with rules of retail sale?

Yes

G.S. 105-164.4B(@) &
Sales and use Tax
Technical Bulletin 23-17
2.4

CRIC inferpretation adopted
4/18/06

C. Does the state source a iease or rental of
motor vehicles, trailers, semi-trailers, or aircraft
that do not qualify as transportation equipment as
follows:

1. i recurring periodic payments, then sourced to
primary property location?

G.5. 105-164.4B(b)(2)

7/15/2003

2. if no recurring periodic payments, then sourced
in accordance with rules of retail sale?

Yes

G.5. 105-164.4B(a) &
Sales and Use Tax
Technical Bulletin 23-17
2.4d

D. Dees the state source the retail sale, including
lease or rental, of transporiation squipment in

accordance with rules for retail sale?

Yes

G.S. 105-164.4B(b)(3)

7/15/2003
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1. Does the state define transportation
equipment pursuant {o in Section 310, subsection
n?

Has the state elected to source the refail sale of
tangible personal property and digital goods on
where the order is received?

7/15/2003

Unless the purchaser receives the product at the
business lcoaton of the seller. Digital property
sourced in accordance with the General Sourcing
principles G.5. 105-164 48,

Does the state comply with all the provisions of
310.1 B and C?

For the purposes of Section 310, subsection {A),
does the state define the terms "receive” and
*receipt” to mean: taking possession of tangible
personal property, making first use of services, or
taking possession or making first use of digital
goods, whichever comes first? Note: The terms
‘receive” and "receipt” do not include possession
by a shipping company on behalf of the

har

A 2. For advertising and promotional direct mail,
does the state provide that upon receipt of a
direct mail form or exemption ceriificate claiming

Sales and Use Tax

Effective date 9-20-00 direct mail, or other written statement approved
by the state, the seller, in the absence of bad G.5. 105-164.27A (a1) and
faith, is relieved of all obligations to collect, pay or Sales and Use Tax
remit the tax to which the permit pertains? Yes Technical Bulleting 7-17 B. 12/1/2008
A 3. Does the state provide that upon receipt of
jurisdictional information, the seller shall collect

Effective dale 9-29-09 tax according to purchaser's submitted
information and in the absence of bad faith, sefler Sales and Use Tax
is relieved of further liability? Yes Technical Bulletin 7-17 B. 12/1/2008
A 4, For advertising and promotional direct mail,
does the state require the seller to coliect tax

) . pursuant to Section 310 (A)(5) if the purchaser

Effective date 9-29-09 does not provide a direct pay permit, exemption
certificate claiming direct mail, or jurisdictional Sales and Use Tax
information? Yos Technical Bulletin 7-17 B. 12/1/2008
B 1. For other direct mail, does the state require
the seller to collect tax pursuant to Section 310

Effective date 9-29-09 (A)(3) if the purchaser does not provide a direct
pay permit or an exemption ceriificate claiming Sales and Use Tax
direct mail? Yes Technical Bulietin 7-17 B. 12/1/2008
B 3.For other direct mail does the state provide
that upon receipt of a direct pay permif,

Effective date 9-29-09 exemption certificate claiming direct mail, or other
written statement approved by the state, the G.8. 105-164,27A (al) and
seller, in the absence of bad faith, is relieved of Sales and Use Tax
all obligations to coliect, pay or remit the fax? Yes Technical Bulleting 7-17 B, 12/1/2008

SL10019A01
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B 3. And if the purchaser does provide such a
\direct pay permit of exemption certificate, does
the state provide the sale be sourced to the
liurisdictions to which the other direct mail is
delivered to the recipients and the purchaser
shall report and pay applicable tax due?

Effective date 9-29-09

Technical Bullelin 7-17 B 12/1/2008

A. Has the state adopted the origin-based direct
mail sourcing?

A, Except as required in subsection C below,
does the state source telecommunication
services sold on a cali-by-call basis to each ievel
of taxing jurisdiction where the call originates and
terminates in that jurisdiction or each level of
taxing jurisdiction where the call either originates
or terminates and in which service address is
located? Yes (.8, 105-164.4Cal)(®)

B. Except as required in subsection C below,

does the state source telecommunication service
to the pustomer's place of primary use if sold on a
basis other than call-by-call basis? Yes (.8, 105-164.4C(al)

C1. Does the state source the sale of mobile
telecommunication service, other than air-to-
ground radiotelephone service and prepaid
calling service, to customer's place of primary
use as required under Mobile
Telecommunications Sourcing Act? Yes (.8, 105-164.4C (@21

C2. Does the state source the sale of posi-paid
calling service to the origination point of the
telecommunication signal as first identified by
either the seller's telecommunication system of
information received by the seller from its service
provider, where system used to transport signals
is not that of the seller? Yas G.5. 105-164.4C(a1)(3)

3. Does the state source the sale of prepaid
wireless calling service in accordance with
Section 310 of the Agreement, inciuding the
option of the location associated with the mobile
telephone number for prepaid wireless calling
service? Yes G.S. 105-164.4C(a2)(2)

C4a. For the sale of private communication
service, does the state source a separate charge
related to a customer channel termination paoint to
each level of jurisdiction in which such customer
channel termination point is located? Yes G.5. 105-164.4C(e) (1}

SL10019AQ1
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C4b. For the sale of private communication
service, does the state source to the jurisdiction
in which the customer channel termination points
are located when all customer termination points
are located entirely within one jurisdiction or
levels of jurisdictions?

Yes

G.S. 105-164.4C(e)(1

Céc. For the sale of private communication
service, does the state source fifty percent in
each level of jurisdiction in which the customer
channel termination points are located when
service for segments of a channel between two
customer channel termination points located in
different jurisdictions and which segment of
channel are separately chargad 7

Yes

G.5. 105-164.40(2)(3)

C4d. For the sale of private communication
service, does the state source to each jurisdiction
based on the percentage determined by dividing
the number of customer channel termination
points in suech jurisdiction by the fotal number of
customer channel termination points when
service for segments of a channel located in
more than one jurisdiction or levels of jurisdiction
and which segments are not separately billed?

Yes

(.5, 105-164.4C(e}{4)

D. Does the state source the sale of Intemet
access service to the customer's place of primary
use?

N/A

E. Does the state source the sale of an anciliary
's place of pri ?

-

~
Does the state define the following terms in
sourcing telecommunications:

S. 105-164.4C(a

A. Air-to-ground radiotelephone service? Yes G.5. 105-164.4CE)(1)
B. Ancillary services? Yes 3.5. 105-164.3(1a)
C. Call-by-call basis? Yes G.S. 105-164.Cth)(1a)
Sales & Use Tax Technical
D. Communications channe!? Yos Bulletin 21-1J.2.1,
Sales and Use Tax
Technical Bulletin 21-
E. Customer? Yes i.J.2.g9.
Sales and Use Tax
Technical Bulletin 21-
F. Customer channel termination point? Yas 1J.2.9.
Sales and Use Tax
Technical Bulletin 21-
G. End user? Yas 1J.2.0
Sales and Use Tax
Technical Bulletin 21-
H. Home service provider? Yes 140240
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1. Mobile telecommunications service? Yes (.8, 105-164.3(21)
J. Place of primary use? Yes G.5. 105-164.3(26a)
K. Post-paid calling service? Yes (.5, 105-184.4C(h)(5)
Request was sent fo the 2010 General Assembly
10 strike the word “wireling” from the definition but
the technical correction did not make it through
L. Prepaid calling service? Yes (.5, 105-184.3(27) session. No tax ramifications.
M. Prepaid wireless calling service? Yes (.8, 105-164.3(27a)
N. Private communication service? Yes (5.8, 105-184.4Ch)(7)
Sales and Use Tax
Technical Bulletin 21-
0. Service address? Yeas 14.2.5.

a product that is defined in Part Ii of the Library of
Definitions does the state do so consistent with
Part Il and Section 3277

Product-based exmptlons. if the state exmpts

Yes

G.8. 105-164.13

Product-based exemptions. Can the state
confirm that where the Agreement has a

definition for a product that the state exempts, the

state does not exempt specific items included
within that product definition unless the definition
seis out an exclusion for such item.

Yes

G.§. 1056-164.13

Entity and Use-based exempiions. I the siate
has enacted an entity or use-based exempiion for
a product that is defined in Part i of the Library of
Definitions does the state de 50 consistent with
Part il and Section 3277

Yes

(3.5, 105-164.13

Use-based exemptions. Can the state confirm
that any use-based exemption for an item does
not constitute a product-based exemption for a
product defined in the Agreement that includes
such item

A. Does the state provide for the following in
regard Io purchasers claiming exemption:

1. Selier shall obtain identifying information from

purchaser and reason for claiming exemption? Yes (3.8. 105-164.28

2. Purchaser is not required 1o provide signature,

uniess paper exemption cerlificate? Yes (.8, 105-164.28

3. Seller shall use standard form for claiming

exemption electronically? Yes (.S, 105-164.42E(2)(b) Or pertinent data elements are provided.
4, Selier shait obtain same information for proof (.5, 105-164.28 & 105-

regardless of medium? Yes 164.28A Signature not required for remote sale.
5. Does the state issue identification numbers to

exempt purchasers that must be presented o (3.8. 105-164.27A, 105~

sellers? Yes 164.28 & 105-164.28A

8. Selier shall maintain records of exempt

transaction and provide to state when requested?

Yes

(3.5, 105-164.22
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The Governing Board has not
defined "does not burden
sellers". The burden is on
aach state fo prove that
something other than a direct-
pay permit or exemption
certificate meets this
provision.

7. Does the staie administer use-based and
entity-based exemptions when practicable
through a direct pay permit, an exemption
certificate, or another means that does not
burden sellers.

G.5. 105-164.27A, 105-
164.28 and 105-162.28A

8. In the case of drop shipment sales, does the
state allow a third party vendor to claim a resale
exemption based on an exemption certificate
provided by its customer/re-seller or any other
acceptable information available 1o the third party
vendor evidencing qualification for a resale
exemption, regardless of whether the customer/re
seller is registered to collect and remit sales and
use {2 in the state where the sale is sourced?

Yes

G.5. 105-164.28 and Sales
and Use Tax Technical
Bulletin 42-3 and 42-4

B. Does the state relieve the seller from any tax if
it is determined that the purchaser improperly
claimed an exemption and hold the purchaser
liable for the tax, assuming the exceptions in the
section?

G.8. 105-164.28 and Sales
and Use Tax Technical
Bulletin 52-5

C. Does the state relieve a seller of the tax
otherwise applicable if the seller obtains a fully
completed exemption certificate or captures the
relevant data elemenis required under the
Agreement within 80 days subsequent to the date
of sale?

Yes

G.5. 105-164.28 and Sales
and Use Tax Technical
Budletin 52-5

The answer to this question
does not impact certification,
but it would provide
information fo laxpayers.

2. Does the state require purchasers 1o update
exemption certificate information or 1o reapply
with the state to claim certain exemption?

No

3. Does the state relieve a seiler of tax if the

seller obtains a blanket exemption certificate for a

purchaser with which the seller has a recurring
ionship?

A. Does the state require teﬁhng of only one tax
return for each taxing period for each seller for
the state and all jocal jurisdictions?

Yes

Sales and Use Tax
Technical Bulletin 52-5

G.5. 105-164.16

B. Does the state require that refurns be filed no
sooner than the twentieth day of the month
following the month in which the fransaction
occurred?

Yes

3.5, 105-164.16

C. Does the state allow sellers 1o submit iis sales
and use tax returns using the the simplified
electronic return (SER) approved by the

Governing Board?

Yes
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Effective date 9-29-09

C 2. Does the state require the submission of
exemption information on part 2 of the SER,
excluding Model 4 seliers without a legal
requirement to register?

No

Effective 1-1-2010

D. Does the state not require the filing of a return
from a seller who registers under the Agreement,
and indicates that it anticipates making no sales
that would be sourced to that state?

Effective 1-1-2010

F. Does the state give a minirmum 30 days notice
io a seller, registered under the Agreement, prior
to establishing a liability amount for faxes hased
solely on the seller's failure to timely file, if the
seller {ailed to file a return, and has no legal
requirement to register in a state?

Ad. Does the state require more than one
remittance for each return?

'es

Yes

4.8 105-164.18

Only taxapyers that qualify per statute to remit a
prepayment.

AZ2. If the state requires more than one remittance
for each return does it do so only if: (1) seller
collects more than $30,000 in sales and use
taxes in state during preceding year, (2) any
additional remittance to be determined through a
caleulation method, and (3) the seller is not
required to file additional return?

Taxpayers owning more than $120,000 per year
are required to make estimated payments.
Increased to $180,000 effective October 1, 2010.

C. Does the state allow payment to be made by
both ACH Credit & ACH Debit?

Document "Electronic Funds Transfer Program”
available on Depariment's website.

D. Does the state provide an alternative method
for “same day" payment if electronic fund transfer
fails {electronic check or Fed Wire)?

Document "Electronic Funds Transfer Program”
available on Department's website,

E. Does the state provide that if a due date falls
on a legal banking holiday in the staie, the taxes
are due on the next business day?

Procadure

G.8. 1-593; Rule 6a, North
Carolina rules of Civil

uniform tax type and payment
- o

A. Does the state allow a seller to take a

F. Does the state require that any data that
accompanies a remittance to be formatted using
pe codes?

deduction from taxable sales for bad debis?

Yes

Yes

G.S. 105-164.13(15)

B. Does the state use the definition of bad debt
found in 26 U.8.C. Sec. 166 as basis for
calculating a bad debt recovery, excluding:
financing charges or interest: sales or use taxes
charged on purchase price; uncollectible
amounts on property that remains in possession
of seller untit full price paid; expenses incurred in
atternpt to collect debt, and repossessed

properiy?

Yes

Sales and Use Tax

Technical Bulletin 45-4
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Ct. Dioes the state aflow bad debts to be
deducted on the return for the period during
which the bad debt is written off as uncollectible
on and is eligible be deductad for federal income
tax purposes?

Sales and Use Tax
Technical Bulletin 45-4

2. If the seller is not required to file a federal
income fax return does the state allow bad debts
o be deducted on the return for the periad during
which the bad debt is written off as uncollectible
on and would be eligible be deducted for federal
income tax purposes if the seller was required to
file a federal return?

Yes

Sales and Use Tax
Technical Bulietin 45-4

D. Does the stale require that, if a deduction is
taken for a bad debt and the debt is subsequently
collected in whaole or in par, the tax on the
amount so collected must be paid and reported
on the return files for the period in which the
collection is made?

Yes

Sales and Use Tax
Technical Bulletin 45-4

E. Does the state provide that, when the amount
of a bad debt exceeds taxable sales for period
when written off, a refund claim may be filed
within the applicable statute of limitations
{measured from due date of return on which bad
debt could first be claimed)?

Sales and Use Tax
Technical Bulletin 45-4

F. Does the state provide that if filing
responsibilities are assumed by a CSP, the stale
allows the CSP to claim, on behalf of the seller,
any bad debt allowance?

Yas

Sales and Use Tax
Technical Bulletin 45-4

G. Does the state provide that, for purposes of
reporting payment on previously claimed bad
debt, any payments made are applied first
proporionately to taxable price of property or
service and sales tax thereon, and secondly to
interest, service charges, and any other charges?

Sales and Use Tax
Technical Bulletin 45-4

H. Does the state permit allocation of a bad debt

among states if the books and records of a the
D ort allocati ong states?

+ \ e ——

E. Does the state pfvid publicnotiﬁca onto
consumers, including exempt purchasers, of
state's practices relating fo collection, use and

(3.5, 105-164 42E(2

G.S. 105-164.42E(9) and

retention of personally identifiable information?  1Yas 105-164.421(b)

F. Does the state provide that when any

personally identifiable information is no longer

required for purposes in Section 321 subsection

{D4), such information shall no longer be G.8. 105-164.42E(9) and
retained by state? Yes 105-164.421(b)
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G. Does the state provide that when personally
identifiable information regarding an individual is
refained by or on behalf of state, the state shall
provide reasonable access to information by such
individual and a right to correct inaccurate
information?

Yes

G.8. 105-164.42E(9) and
105-164 .42i(b)

H. Does the state provide that if anyone other
than a member state or person authorized by
state law or the Agreement seeks 1o discover
personally identifiable information, state makes
reasonable and timely effort to notify the
individual of the request?

G.S. 105-164.42E(9) and
105-184.421(b)

I, Is the state's privacy policy subject 10
enforcement by state's AG or other appropriate
ent authori

G.S. 105-164.42E(9) and
-164.42/(b

S S
G.S. 105-164.13C

1. If a state has a holiday, does the stale limit the
holiday exemption to items that are specifically
defined in Part Il or Part I{B) of the Library of
Definitions and apply the exemptions uniformly

to state and local sales and use iaxes? Yes (.8, 105-164.13C

2. I a state has a holiday, does the state provide

notice of the holiday at least 60 days prior to first

day of calendar quarter in which the holiday will G.5. 105-164.13C & G.S.

begin? Yes 105-164.13D Recurring annual holiday period
3. If a state has a holiday, does the state apply an G.5.105-16413C & G &.

entity or use based exemption to items? No 105-164.13D

3. If a state has a holiday, does the state limit a

product based exemption to items purchased for G.8. 105164 13C & G.S.

personal or non-business use? Yes 105-164.13D

4. if 2 state has a holiday, does the stale require
a seller to obtain an exemption certificate or other
ceriification from a purchaser for items 1o be
exempted during a sales tax holiday?

No

B1. If a state's holiday includes a price threshold,
does the state provide that the threshold includes

only items priced below threshold? Yas 3.8, 105-164.13C

B2. i a state's holiday includes a price threshold,

does the state exempt only a portion of the prics

of an individual item during holiday? Na G.5, 105-164.13C

C. Does the state meet each of the procedural

requirements for holidays?
Sales and Use Tax
Technical Bulletin 34-24

1. Layaway sales? Yes Ha

2. Bundled sales? Yes G.8. 105-184.4D
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Sales and Use Tax
Technical Bulletin 34-24
3. Coupons and discounts? Yes H2&4

Sales and Use Tax
Technical Builetin 34-24
4. Splitting of items normally sold together? Yes H12

Sales and Use Tax
Technical Bulletin 34-24
5. Hain checks? Yes H.5

Sales and Use Tax
Technical Bulletin 34-24
6. Exchanges? Yes H.8

Sales and Use Tax
Technical Bulletin 34-24
7. Delivery charges? Yes H.A0

Sales and Use Tax
Technical Bulletin 34-24
8. Order date and back orders? Yes H.8

Sales and Use Tax
Technical Bulletin 34-24
9. Returmns? Yes H.8

Sales and Use Tax
Technical Bulletin 34-24
H.9

the application of rates or exemptions based on
the value of a transaction or tem? No (.8, 105-164.4 Only excluded items have caps

2. Does the state have any caps that are based
on application of rates unless the application of
rates are administered in a manner that places no
additional burden on retailesr? No G.8. 105-164.4
B. Do local jurisdictions within the state that levy
sales or use tax have caps or thresholds on
application of rates or exemptions that are based

on value of ransaction or item? No G.3. 105-467

D Does the state have cap or threshold on the

value of essential clothing? No

1. Does the state provide that the fax

computation must be carried o the third decimal Sales and Use Tax
place? Yes Technical Bulletin 1-5

2. Does the state provide that the tax must be
rounded to a whole cent using a method that
rounds up to next cent whenewver third decimal Sales and Use Tax
place is greater than four afler? Yes Technical Bulletin 1-5

B.1. Does the state allow sellers to elect to
compute tax due on a transaction, on a item or

invoice basis, and shall allow rounding rule o be Safes and Use Tax
applied fo aggregated state and local taxes? Yes Technical Bulletin 1-5
SL10019A01
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B.2. Can the state confirm that it has repealed
any requirements for sellers o collect tax on

bracket system? 105-164.10

C. Does the state provide that a cause of action
against seller does not accrue until the purchaser
has provided written notice to the seller and the
seller has had 60 days to respond? Notice must
contain information necessary 1o determine
validity of request. Yes G.3. 105-184.11
D. Does the state provide for uniform language in
regard to presumption of a reasonable business
practice when a seller: i} uses either a provider or
a system, including a proprietary system, that is
certified by the state; and i) has remiited to state
all taxes collected, less deductions, credits or
collection allowances? Yes G.5. 1056-164.11

. .
Does the state provide for a direct pay authority
that allows the holder of a direct pay permit fo
purchase otherwise taxable goods and services
without payment of fax to the supplier at the time

A lf term defined in Library appears in state's
statutes, rules or regulations, has the stale

adopted the definition in substantially the same
language as the Library definition? Yes G.5. 105-164.3
B. Can the state confirm that it does not use a
Library definition that is contrary to meaning of
Library definition? Yas (.8, 105-164.3

C. Except as provided in Sections 318 and 332
and Library, can the state confirm that it imposes
CRIC INTERPRETATION tax on all products and services included within
ADOPTED AUGUST 29, each Part Il or Part HI(B) definition or exempt from G.5. 105-164.4 & 105-
2008 tax all products ar services within each definition?
L ‘- i \5} SRS o e
Al. Has the state completed the taxability malrix
in the downloadable format approved by
Governing Board? Yes
A2, Does the state provide notice of changes in
the taxability matrix as required by the Governing
Board? Yeos

B. Does the state relieve sellers and CSPs from
liability to the state and its lecal jurisdictions for
having charged and collected incorrect tax
resulting from erroneous data in the matrix? Yes 3.5, 105-264

C. If the state taxes specified digital products,
has the state noled such in the taxability malrix? _[Yes

SL10019A01
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D If the state has a sales tax holiday, has the
state noted the exemption in the taxability matrix?

Does the state provide that the effective date of
rate changes for services covering a period
starting before or ending after the statutory
effective date is as follows:

1. For a rate increase, the new rate shall apply fo
the first billing period starting on or after the

effective date? Yes (.8, 105-184.15A 10/1/2005
2. For a rate decrease, new rate shall apply to
bills rendered on or after the effective daie? 10/1/2005

i)
A. Has the state adopted and does the state
utifize the core definition of "bundled transaction”
o determine tax treatment?

. -
(G.8. 105-164.4D and

Sales and Use Tax

Technical Bulletin 34-25

10/1/2007

C. Can the state confirm that for bundled
transactions that include felecommunication
service, ancillary service, internet access, of
audio of video programming service the following
rules apply:

1.For transactions that include both taxable and
nontaxable items, the price attributable to
nontaxable items is exempt if the provider can
identify the price by reasonable and verifiable
standards from its books and records.

Yes

G.S. 105-164.4D(2) (2)

10/1/2007

2. Foriransactions that include products subject
to different tax rates, the total price may be
treated as afiributable to the products subject to
{ax at the highest tax rate unless the provider can
identify by reasonable and verifiable standards
the portion of the price attributable 1o the
products subject to tax at the lower rate from its
books and records that are kept in the regular
course of business for other purposes, including,
but not limited to, non-tax purposes?

Yes

G.S. 105-164.4D(a)(2)

10/1/2007

D. i the state otherwise has not specifically
imposed tax on the retail sales of computer
soffware maintenance contracts, does the state
treat software maintenance contracts as provided
in this section?

A. Does the state provide relief for purchasers
from liability for penalty to that state and its local
jurisdictions for having failed to pay the correct
amount of sales or use tax in the following
circurnsiances:

Yeas
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1. A purchaser's seller or CSP relied on

erronecus data provided by the slate on tax rates,

boundaries, taxing jurisdiction assignments, or in
the taxability matrix completed by the state
pursuant to Section 3287

=<
)
0

G.5. 105-184.421 and 105-
264

2. A purchaser holding a direct pay permit relied
on erroneous data provided by the state on tax
raies, boundaries, taxing jurisdiction
assignments, or in the taxability matrix completed
by the state pursuant to Seclion 3287

Yes

(.5, 105-164.42L and 105-
264

3. A purchaser relied on erroneous data provided
by the state in the taxability matrix completed by
the staie pursuant to Section 3287

Yes

G.8. 105-284

4. Apurchaser using databases pursuant to
subsections (F), (G), and {H) of Section 305
relied on erroneous data provided by the state on
fax rates, boundaries, or taxing jurisdiction
assignments?

Yes

G.5. 105-164.421

8. (Except where prohibited by a member state's
constiiution) Does the state relieve a purchaser
from liability for tax and interest o the state and
its local jurisdictions for having failed o pay the
correct amount of sales or use tax in the
circumstances described in Section 331 A,
provided that, with respect io reliance on the
taxability matrix completed by the state pursuant
to Section 328, such relief is limited to the state's
erronecus classification in the taxability matrix of
terms included in the Library of Definitions as
“taxable" or "exempt’, "included in sales price” or
“excluded from sales price" or "included in the
inition" or "excl f he definition”

A. Does the state include specified digital

products, digital audio-visual works, digital audio
works, or digital books in its definition of ancillary
services, computer software, telecommunication

(3.5. 105-164.421_and 105-
264

G.8. 105-164.3(1a), (40},

services or tangible personal property? Mo (48) and (46} 1/1/2010
D1, s the state's fax on specified digital products,

digital audio-visual works, digital audio works, or

digital books construed to apply only 1o the end

user unless specifically imposed on semeocne G.S. 105-164.4(a){6b} &

other than the end user? Yes 105-164.13(43b) 1/1/2010
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D2 s the state's tax on specified digital products,
digital audio-visual works, digital audio works, or
digital books construed to apply only on a sale
with the right of permanent use unless specifically
imposed on a sale with less than permanent use?

Yes

G.8. 105-164.4{a)(6b)

1/1/2010

D3. Is the state's tax on specified digital products,
digitatl audio-visual works, digital audio works, or
digital books construed to apply only on a sale
which is not conditioned upon continued payment
from the purchaser unless specifically imposed
on a sale which is conditioned upon continued
payment from the purchaser?

Yes

G.5. 105-164.4(a)(6b)

D4. Does the state's taxability matrix indicate if
the siate's tax is imposed on a product
transferred electronically to a person other than
the end user or on a sale with the right of less
than permanent use granted by the seller or
which is conditioned upon continued payment
from the purchaser?

G. Is the state's tax treatment of the sale of a
digital code the same as the fax treatrent of
specified digital product of pmduct delivered

G.S. 105-164.3(36) and

Exemptions pursuant to 105-164.13(43)

Does the state include any prduct transferre

electronically in its definition of tangible personal

properiy?

Software and digital code

A Does the statepammpa & in the Governing
Board's online registration system?

Yes

CRIC INTERPRETATION

2006

state for tax at any time?
=

ADOPTED DECEMBER 14,

B. Does the state provide that it will not use a
seller's registration with the central regisiration
system and collection of taxes in member states
in determining whether seller has nexus with

Al. Does the state prowde amnesty to a seller
who registers to pay or collect and remit
applicable tax in accordance with Agreement,
provided the seller was not so registered in state
in 12-month period preceding effective date of

state's participation in the Agreement?

G.5. 105-164.42K

10/1/2005

Sales and Use Tax Amnesty Ntoice dated
September 2005
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A2, Does the state provide that their amnesty will

and interest for sales made during the period the
seller was nol registered in the state, provided
registration occurs within 12 months of effective
date of state's participation in the Agreement?

preciude assessment for tax together with penalty

Yes

G.5. 105-164.42K

10/1/2008

A3. Does the state provide amnesty o sellers
registered prior to when the state joins the
Agreement?

Yes

G.3. 105-164.42K

10/1/2008

CRIC INTERPRETATION
ADOPTED APRIL 18, 2006

B. Does the state provide that its amnesty is not
available to a seller who has received a nelice of
audit from that state and the audit is not yet

judicial processes?

resolved, including any related administrative and

Yes

. 105-164.42K

5]
o

10/1/2005

CRIC INTERPRETATION
ADOPTED APRIL 18, 2006

C. Does the state provide that its amnesty does
not apply to taxes already paid to the state or to
taxes already collected by a seller?

Yes

o
[£2]

. 105-164.42K

10/1/2008

CRIC INTERPRETATIONS
ADOPTED AUGUST 29,
2008 & DECEMBER 14, 2008

D. Does the state provide that its amnesty is fully
effective, absent fraud or misrepresentation of
material fact, as long as the seller continues
registration and continues payment of taxes for

statute applicable fo asserting a tax liability
during 36 month period?

period of at least 36 months? Did the siate toll its

Yes

(3.8, 105-164.42K

10/1/2005

1o

E. Does the state provide that its amnesty is
applicable only to taxes due from a seiler in its
capacity as seller and not in its capacity as a
buyer?

S

oes the state provide that the seller may select

Yes

G.5. 105-184.42K

10/1/2005

that has been certified as a CAS?
e

Does the state provide that the seller may be
registered by an agent?

Yes

one of the technology modeis? Yes
A. Model 1-seller selects CSP as agent to
perform all functions except remit tax on its own
purchases? Yes (.8, 105-164.42}
B. Mode! 2-seller selects CAS which calculates
amount of tax due? Yes (.8, 105-164.42H
C. Model 3-seller utilizes own proprietary system
Yes (G.5. 105-164.42J

G.8. 105-164.421

This isn't a compliance issue

but is something sellers and
their agents should knaw.

e

Does the state require that the written agent
intments be submitied to the state?

A. Does state law provide for provider and
system certification to aid in the administration of

sales and use tax coliection?

Nca

Yes

G.3. 105-164.421
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A Can the state confirm that it reviews software |
submitted for certification as a CAS under
Section 5017

Yes

B. Does the state provide liability relief to CSP's
and model 2 sellers for reliance on the
certification?

Yos

(3.8, 105-164.42H and |

C. Doeas the state provide liability relief to CSP's
in the same manner as provided 10 sellers under
Section 3177

Yes

G.S. 105-164.28 and 28A

SSTGB Form FO00E

E. Does the state allow the CSP or model 2 seller
10 days to correct classification of items found o
be in error before holding the CSP or model 2
seller Hiable?

. . e o L
A. Does the state provide a monetary allowance
to a C8P in Model 1 in accordance with the terms
of the contract between the governing board and
the CSP7

s -

Does the state provide monetary allowance to
Model 2 sellers pursuant to the Governing

Board's rules?

=

A. Dosas state law provide for a percentage of
revenue monetary allowance for a period not to

lexceed 24 months for a voluntary Mode! 3 seller's |

registration and all other sellers that are not using |
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Doss the siate provide reasonable compensation
for the incremental expenses in estabiishing or

maintaining a uniform origin system for

administering, collection and remitting sales and

use taxes on origin-based sales?
TET .

N

G.S. 105-164.4D and
Sales and Use Tax

Bundled transaction Yes Technical Bulletin 34-25
G.S. 105-164.3(6) and
Sales and Use Tax
Delivery charges Yes Technical Bulletin 38-2
CRIC INTERPRETATION
ADOPTED DECEMBER 14,
2006 AND SEPTEMBER 5,
2008
Direct mail Yes G.8, 105-164.3(7a)
G.S. 105-164.3(17) and
Sales and Use Tax
Lease or rental Yes Technicia Bulletin 23-1
Purchase price Yes G.5, 105-164.3(33)
Retail sale or Sale af retail Yes G.5. 105-164.3(34)
Sales price Yes G.S. 105-164.3(37)
Telecommunications nonrecurring charges N/A

CRIC INTERPRETATION

|G.S. 105-164.3(46

: - . o —

Clothing Yes G.8. 105-164.3(3)
Clothing accessories of equipment Yes G.8. 105-164.3(4
Essential clothing N/A

CRIC INTERPRETATION

ADOPTED ALUGUST 29,

2006 Fur clothing N/A
Protective equipment Yes . 105-164.3(31)

Sport or recreational equipment
LS

. 105-164.3(42

Computer Yes G.S8. 105-164.3(4b)
CRIC INTERPRETATION
ADOPTED MAY 12, 2009 Computer software Yes G.5. 105-164.3(4c)
Delivered electronically Yes G.5. 105-164.3(5d)
Electronic Yes G.S. 105-164.3(8d)
lLoad and leave Yes G.8. 105-164.3(17a)
CRIC INTERPRETATION
ADOPTED MAY 12, 2009 Prewritten computer software Yes G.8. 105-164.3(29a)
Computer software maintenance contract No
Mandatory computer software maintenance
contract No
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Optional computer software maintenance
contrac

MNo

Ne¢
Digital audio-visual works Yes G.8. 105-164.3(1g)
Digital audic works Yes

Digital hooks

No

G.S. 105-164.3(1e}

G.8. 105-164..3(10) & G.S.

c
ADOPTED JUNE 23, 2007

Drug

G.S. 105-164.3(8a)

Alcoholic beverages Yes 18B-101 Exlcuded from the definiiion of food.
Botiled waler No Included in food.
CRIC INTERPRETATION
ADOPTED SEPTEMBER 20,
2007 Candy Yes G.5. 105-164.3(2)
Dietary supplement Yes G.S. 105-184.3(7)
G.S. 105-164.3(10) and
Food and food ingredients Yes (.S, 105-164.138
Food seold through vending machines Yes G.8. 105-164.3(11)
CRIC INTERPRETATION
ADOPTED APRIL 18, 2006 &
DECEMBER 14, 2008 Prepared food Yes G.8. 105-164.3(28)
Soft drinks Yes G.S. 105-164.3(40)
G.8. 105-164.3(10) and
[Tobacoo _ :

Durable medical equipment {effective 1/1/08)

G.5. 105-164.3(8b)

Grooming and hygiene products

Maobility enhancing equipment

G.5. 105-164.3(21a)

Qver-the-counter-drug

G.S. 105-164.3(258)

Prescription

G.5.105-164.,3(29)

Ancillary services Yes G.S. 105-164.3(1a) All ancillary services taxed alike

Conference bridging service N/A

Detailed telecommunications billing service N/A

Directory assistance N/A

Verlical service N/A

Voice mall service N/A

Telecommunications service Yes G.8. 105-164.3(48) 71/2007

800 sepvice N/A

900 service N/A

Fixed wireless service NIA

Mobile wireless service N/A

Paging service N/A
Request was sent to the 2010 General Assembly
to strike the word "wireling” from the definition but
the technical correction did not make it through

Prepaid calling service Yes G.5. 105-164.3(27) 7/1/2007 |session. No tax rammifications.

Prepaid wireless calling service Yes G.8.105-164.3(27a) 7/1/2007
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|Private communications service [ves 1G.5.105-164.4C(N) (7) | 7/1/2007 ]
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Sates and Use Tax
Technical Bulletin 21-1

Value-added non-voice data service Yes J2.s
The following are Modifiers of Sales Tax

Base/Exemption Terms:

Coin-operated telephone service N/A

International N/A

Interstate N/A

intrastate N/A

Pay telephone service N/A

Residential telecommunications service
o

Disaster Preparedness Supply

MN/A

N/A

Disaster Preparedness General Supply N/A
Disaster Preparedness Safely Supply N/A
Disaster Preparedness Food-Related Supply N/A
Disaster Preparedness Fastening Supply N/A
Sales and Use Tax
Technical Bulletin 34-24
Eligible property Yes H.3
Eneray Star gualified product Yes G.8. 105-164.3(8g) 7/16/2008
Sales and Use Tax
Technical Bulletin 34-24
Layaway sale Yes H.3
Sales and Use Tax
Technical Bulletin 34-24
Rain check Yes H.5
School supply Yes G.5. 105-164.3(37d)
School art supply Yes Gi.S. 105-164.3(37d)
Schoal instructional material Yes G.S. 105-164.3(37b)
School computer supply Yes G.8. 105-164.3(4d)

Notes:

The Certificate of Compliance was revised on May 19, 2010, to reflect amendments to the Agreement as

approved by the Sireamlined Sales Tax Implementing States through April 38, 2010,
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Cerlificate of Compliance Altestation

As the chief executive of the state's tax agency, | declare that this Certificate of Compliance is tre.xe, correct,
and compilete to the best of my knowledge and belief.

Signature

Secretary of Revenue

Title

Narth Carolina

State

10/28/2010

Date
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