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Taxpayer indicates “[t]he cost of the kit  relative to the cost of the service 
and the use of the kit is integral to the provision of the service.” 

Taxpayer has not previously sought a written determination on this matter, is not the subject of 
an existing audit, protest, appeal, or litigation. 

Issue 

Is Taxpayer’s direct sale of home  kits and subsequent report to North Carolina 
customers subject to sales and use tax? 

Applicable Statutes and References 

North Carolina imposes State, local, and transit rates of sales and use tax on a retailer engaged 
in business in the State based on the retailer’s net taxable sales of, or gross receipts derived 
from, tangible personal property, certain digital property, and taxable services.  N.C. Gen. Stat. 
§§ 105-164.4, 105-164.6, 105-164.4I, 105-467, 105-468, 105-483, 105-498, 105-507.2, 105-
509.1, 105-537 and Chapter 1096 of the 1967 Session Laws.

N.C. Gen. Stat. § 105-164.6 imposes a complementary use tax and states in part as follows:
“[a]n excise tax at the applicable rate and maximum tax, if any, set in G.S. 105-164.4 is imposed
on the following items if the item is subject to tax under G.S. 105-164.4: … (3) Services sourced
to this State.”

N.C. Gen. Stat. § 105-164.6(c) states, “[a] credit is allowed against the tax imposed by this
section for the following: … (2) The amount of sales or use tax due and paid on the item to
another state. If the amount of tax paid to the other state is less than the amount of tax imposed
by this section, the difference is payable to this State. The credit allowed by this subdivision
does not apply to tax paid to a state that does not grant a similar credit for sales or use taxes
paid in North Carolina.”

N.C. Gen. Stat. § 105-164.3(229)a. defines a “retailer,” in part, as “[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.”

N.C. Gen. Stat. § 105-164.3(227) defines “retail sale or sale at retail” as “[t]he sale, lease, or
rental for any purpose other than for resale, sublease, or subrent.”

N.C. Gen. Stat. § 105-164.3(43) defines “consumer” as “[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.”

N.C. Gen. Stat. § 105-164.3(113) defines “item” as “[t]angible personal property, digital
property, or a service, unless the context requires otherwise.”
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