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KPMG reports: Missouri (sales and use tax 

manufacturing exemption); North Carolina (service 

contract subject to sales and use tax); Pennsylvania 

(sales and use tax collection by out-of-state sellers); 

South Carolina (bookstore membership fees subject 

to sales and use tax) 
 
KPMG’s This Week in State Tax—produced weekly by KPMG’s State and Local Tax practice—focuses on recent 
state and local tax developments. 
 
• Missouri: The Supreme Court held that a taxpayer did not qualify for sales and use tax manufacturing 

exemptions for purchases of computers and networking equipment used to generate vehicle history reports 
for customers. Creating the reports involved obtaining raw data, storing the data on a server in Missouri, 
and providing an automated data cleansing process to remove inconsistent entries. A report was extracted 
from the information in the database specific to a particular vehicle. The court noted that while this was a 
“close call,” the taxpayer was not manufacturing the reports. Based on the court’s previous determinations, 
“manufacturing” generally required a taxpayer’s output to have a separate and distinct use, identity, or 
value from the input. The court concluded that the taxpayer’s reports did not meet this distinct identity 
criteria. 

 
• North Carolina: The state tax authority ruled that the provision of optional Helpdesk technical support was a 

taxable service contract subject to sales and use tax. The Helpdesk services at issue obligated the taxpayer 
to maintain, repair, monitor and perform other services included in the definition of repair maintenance and 
installation services. As such, the taxpayer’s services fell within the definition of a taxable service contract. 
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• Pennsylvania: The Commonwealth court held that certain out-of-state sellers did not have the minimum 
contacts necessary under the due process clause to be required to collect state sales tax for the tax years at 
issue. The court found that the sellers did not place their merchandise in the stream of commerce with the 
expectation that the merchandise would be purchased by consumers in Pennsylvania, and had not availed 
themselves of Pennsylvania’s protections, opportunities, and services. 

 
• South Carolina: The state’s highest court held that membership fees that entitled bookstore customers to 

discounts on merchandise and free shipping were subject to sales and use tax because they were part of the 
“gross proceeds of sales.” In the court’s view, because a member would eventually purchase tangible 
merchandise from the bookstore, the membership fee was taxable even if purchased prior to the purchase 
of merchandise. 

 
Read a September 2022 report prepared by KPMG LLP 
 
 
 
 

 

 

The information contained in TaxNewsFlash is not intended to be “written advice concerning one or more Federal tax matters” subject to the requirements of section 10.37(a)(2) of 
Treasury Department Circular 230, as the content of this document is issued for general informational purposes only, is intended to enhance the reader’s knowledge on the matters 
addressed therein, and is not intended to address the circumstances of any particular individual or entity. Although we endeavor to provide accurate and timely information, there can be 
no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should act on such information without appropriate 
professional advice after a thorough examination of the particular situation. 

The KPMG name and logo are trademarks used under license by the independent member firms of the KPMG global organization. 

KPMG International Limited is a private English company limited by guarantee and does not provide services to clients. No member firm has any authority to obligate or bind KPMG 
International or any other member firm vis-à-vis third parties, nor does KPMG International have any such authority to obligate or bind any member firm. 
Direct comments, including requests for subscriptions, to Washington National Tax. For more information, contact KPMG’s Federal Tax Legislative and Regulatory Services Group at + 1 
202.533.4366, 1801 K Street NW, Washington, DC 20006-1301. 
To unsubscribe from TaxNewsFlash-United States, reply to Washington National Tax. 
Privacy | Legal 
 

kpmg.com/socialmedia 

https://tax.kpmg.us/events/podcasts/twist/2022/twist-091922.html
mailto:US-KPMGWNT%40kpmg.com?subject=Comments%20and%20requests
mailto:US-KPMGWNT%40kpmg.com?subject=Comments%20and%20requests
https://home.kpmg.com/us/en/home/misc/privacy.html
https://home.kpmg.com/us/en/home/misc/legal.html

	TaxNewsFlash

