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Sales Tax Treatment of Real Property vs Tangible 
Personal Property vs Tangible Personal Property 

Permanently Attached to Real Property



Utah Code and Administrative Rules
Sales and Use Tax

• Utah code references:
• 59-12-102(33) defines “Construction Material”.
• 59-12-102(92) defines “Permanently attached to real property” 
• 59-12-102(112) defines “Repair and renovation” excluding that done to real 

property or permanently attached to real property
• 59-12-102(136) defines “Tangible Personal Property” (TPP) including things that 

remain TPP regardless of how it is attached
• 59-12-104 provides several exemptions for contractors and other exemptions for 

construction materials that DO NOT apply to contractors.
• 59-12-107 provides rules for accounting methods
• 59-12-211 provides rules for sourcing transactions



Real Property

What qualifies as real property?

• The land itself
• Exception: Dirt, rocks, and plants that are extracted from the land and sold separately 

are taxable.

• Permanent structures on the land
• A structure is considered “permanent” if attached to the real property through a sub-

surface foundation of concrete or steel.

• Tangible personal property that has been converted to real property
• Tangible items that are integrated into the land or permanent structures on the land that  

cannot be removed without substantial effort or damage to the land or structure.
*Note: the last owner of the TPP prior to conversion must pay the sales or use tax.



Tangible Personal Property

Sales and leases of tangible personal property, products transferred 
electronically, and certain services are taxable to the final consumer.



Tangible Personal Property

What qualifies as tangible personal property?

Tangible Personal Property is property that can be seen, weighed, 
measured, felt, touched, or is perceptible to the senses in any manner 
including:

• Electricity
• Water
• Gas
• Steam
• Prewritten software



Tangible Personal Property

What qualifies as tangible personal property?

• 59-12-102 (136) (c) – Tangible personal property includes the following 
regardless of whether the item is attached to real property:

• A dishwasher
• A dryer
• A freezer
• A microwave
• A refrigerator
• A stove
• A washer
• An item similar to any of the above



Items That Are Converted to Real 
Property

• Construction material such as bricks, lumber, nails, cement, etc. 
• Stop being personal property once they are converted to real property.

• Utility lines and pipelines which are underground or permanently attached 
above ground.

• Buildings and other improvements converted to real property.



Items That Are Converted to 
Real Property

• Fixtures 
• Furnaces, built in air conditioners, hot water heaters, water softeners, 

water filtration systems, and similar items regardless of how they are 
attached to real property – 59-12-102(136)(e)

• Sinks, tubs, toilets, doors, light fixtures, etc. that have no useful purpose 
when not attached to real property, are intended to be there for their 
entire useful lifetime, and would cause damage to the real property if 
removed. – 59-12-102(92) 



Items that Remain
Tangible Personal Property

• Items attached to real property solely for stability
• 59-12-102(92), R865-19S-58(4)(a), PLR 05-003



Real Property vs TPP
Items that are tangible personal property then converted to real property. 

• Is there sales or use tax due on the purchase of that item?

• If so, who pays it?

Sales or use tax is due from the last owner of TPP prior to conversion into real 
property.

Example:  A contractor purchases nails in order to frame a house. The house is then sold. 

• The contractor must either pay sales tax when he purchased the nails or pay use tax 
if he purchased the nails tax free.

• Sales tax is not due on purchase of the home.



Real Property vs TPP

Real Property Tangible Personal Property (TPP)

Shed permanently attached to a separate 
foundation

Shed not permanently attached to a 
separate foundation

Tree in ground Tree in a pot

Whole house air conditioner Window air conditioner

Wall to wall carpet Area Rug

Shutters (custom order) Curtains

Wired in light Plug in light

In-ground pool Above ground pool

In-ground sprinkling system Above ground sprinkler

Furnace Plug in heater



Certain Services to Real Property

Certain services to real property are not taxable.

• Must ensure that the service is:
• Being provided to “real property” and not tangible personal property.
• Not temporarily attached to real property.

Reminder : The last owner of the TPP prior to conversion must 
pay the sales or use tax on any materials.



Certain Services to Real Property
and Tangible Personal Property 

Example Scenarios: 

1. Certain services to real property or permanent structures on real 
property.

2. Certain services to tangible personal property converted to real 
property.

3. Certain services to tangible personal property but not 
permanently attached to real property.

4. Certain services to tangible personal property permanently 
attached to real property.



Certain Services to Real Property

Example 1:
A homeowner hires contractor to furnish and install wall to wall 
carpet. (furnish and install)

• When the contractor purchases the carpet it is not yet attached to real 
property, therefore, it is still tangible personal property.

• When the contractor installs the carpet, their install (service) converts the 
carpet to real property.

• Since the contractor is the last entity to own the carpet while it is still TPP, the 
contractor is responsible to pay sales or use tax on his cost of the carpet.

• The contractor may not charge sales tax to the homeowner for the cost of the 
carpet or install. 



Certain Services to TPP Converted to Real Property

Example 2:
Are services to tangible personal property (TPP) that has been 
converted to real property taxable?
• Certain services to TPP that has been converted to real property are not

taxable. 

• Usually these are types of items that once installed are considered 
part of the structure and subsequent owners of the real property 
expect these items to remain.

Not converted (TPP) Converted (Real Property)

area rug wall to wall carpet

plug in light wired in light fixture

curtains custom window shutters



Services to Real Property vs 
Tangible Personal Property

It is not the service being performed that matters, it is what the service is being 
performed upon that determines taxability.

Taxable Service 
(TPP)

Non-Taxable Service
(Real Property)

Repair a shed not attached to a separate 
foundation

Repair a shed attached to a separate 
foundation

Clean or repair an
above ground pool

Clean or repair an
in ground pool



Taxable Services to TPP

• Labor to repair, renovate and clean tangible personal 
property or labor to repair, upgrade or maintain products 
transferred electronically is taxable. 

• This includes maintenance agreements. 
• Any charges or services required to complete the taxable service,  are also 

taxable

• Assisted cleaning or washing of tangible personal 
property if the cleaning or washing labor is not 
performed by the buyer. 



Taxable Services to TPP
Example 3: 

A customer purchases a dishwasher from a home improvement 
retailer and arranges to have it delivered and installed.

• Delivery charges are not subject to tax if separately stated on the invoice.

• Installation charges are not subject to sales tax if separately stated on the 
invoice.

• Any later repairs, renovations or washing or cleaning of the dishwasher are
subject to sales tax. 

• A dishwasher is deemed to remain TPP regardless of how it is attached to real 
property.    §59-12-102(136)(c)(i)

• The charge for the dishwasher is taxable.
• The same would apply for a refrigerator, stove, microwave, washer, or 

dryer. 



Certain Services to TPP Permanently Attached

What is the tax treatment of certain services performed on tangible 
personal property permanently attached to real property?

• Labor charges for the installation of TPP to real property are not taxable if 
separately stated on the invoice. 

• If the tangible property permanently attached is temporarily removed from 
the real property as part of a repair but repaired on location there is no tax on 
the repair.

• If removed from site for repair then it is subject to sales tax – PLR 11-007 
& 98-034 



Certain Services to TPP Permanently Attached

Example 4:
Are certain services to tangible personal property permanently 
attached to real property taxable? 

Certain services to TPP permanently attached to real property are not taxable.
• Although permanently attached to real property these items remain TPP.
• Replacement parts are subject to tax.

Considered converted to real property if:
• Attachment to real property is essential to use the tangible personal 

property (TPP); And
• This type of TPP when installed becomes part of the real property.  

(Carpet, custom window shutters, etc..)

Does not include: Items that are attached merely for convenience, stability or an 
obviously temporary purpose. (television mounted on a wall)



Publication 42 has examples to help you better understand the distinction between 
taxable charges for sales, installation and repair. 



Common Exemption Mistakes

• If the customer is normally exempt from sales taxes it does not always 
make the contractor working on their behalf also exempt. The exemption 
must specifically state that the contractor is exempt on their behalf.

• The TC-721 and TC-721G exemption certificates are carefully worded to 
try to make these exemptions clear.



Common Mistakes
So when are contractors exempt?

• Federal government contracts – only if construction materials were purchased directly with 
government funds.

• Utah government contracts – only for projects building a public K-12 school or public transit 
district building.

• Pollution control – contractor is never exempt.

• Airport exemptions – contractor may be exempt.

• Life science facility exemptions – contractor is exempt.

• 501(c)(3) – contractor is exempt.



Common Mistakes
Co-mingling materials

• Because contractors can be exempt on specific jobs and not on 
others it is very important that they:

• Maintain adequate records of what materials they purchased exempt 
and what they did not.

• Keep all the materials for a specific exempt job separate from all other 
materials – even for other exempt jobs.



Common Mistakes
Contractor Tools

• While contractors may be able to buy construction materials for an 
exempt project tax exempt, other materials that do not become part of 
the real property do NOT qualify for exemption.

• Lumber, bricks, nails, sheetrock, insulation, paint, wiring, etc.. that becomes a part 
of the finished building are construction materials (R865-19S-58)

• Hammers, saws, hard-hats, back-hoes, construction offices, etc.. do not become 
part of the finished building and so are NOT construction materials and are not 
exempt, even if consumed during the project.



Common Mistakes
Colleges and Universities

• Many Utah colleges and universities are part of the Utah System of Higher 
Education which is considered a political sub-division of the Utah state 
government.

• University of Utah, Weber State University, Utah State University, Southern Utah 
University, Snow College, Utah Tech University, Utah Valley University, and Salt Lake 
Community College

• Most, but not all colleges and universities are 501(c)(3) organizations

• Additionally, some projects for a university may fall outside of their 501(c)(3) 
exemption, especially in cases where buildings are to generate profit or not 
used by faculty, students, or staff.



TC-721 – Exemption Certificate



TC-721G Exemption Certificate for 
Governments and Schools



Tax Commission Resources



Sales Tax Publications

tax.utah.gov/forms-pubs

The Tax Commission provides many useful publications regarding sales and use tax 
based on the type of business you have:
Some sales related publications are:

• Publication 25 - Sales tax general information
• Publication 42 - Sales, installation and repair of tangible personal property attached to real property 
• Publication 45 - Nurseries, florists, landscapers and related industries

For a listing of all related publications, please visit our website.

https://tax.utah.gov/forms-pubs/pubs
https://tax.utah.gov/forms-pubs/pubs


Relevant Supreme Court Decisions

• Utah Supreme Court cases that help describe factors to be considered 
when determining whether personal property becomes converted to 
real property upon installation.

• Nickerson Pump & Machinery Co v. State Tax Commission

• Chicago Bridge & Iron Co. v. Utah State Tax Commission

• B-J Titan Services v. Utah State Tax Commission

https://law.justia.com/cases/utah/supreme-court/1961/9353-0.html
https://law.justia.com/cases/utah/supreme-court/1992/910265.html
https://law.justia.com/cases/utah/supreme-court/1992/900368.html


Tax Commission Resources
Contact Us

Practitioner Hotline 801-297-7790   or  1-800-662-4335 ext. 7790

Customer Service – payment processing & liens 801-297-2200   or   1-800-662-4335

Taxpayer Resources Unit – basic tax questions 801-297-7705   or   1-800-662-4335 ext. 7705

TAP Support 801-297-3996 or   1-800-662-4335  ext. 3996

Email: tapsupport@utah.gov

Taxpayer Advocate Service 801-297-7562 or   1-800-662-4335 ext. 7562

Email taxmaster@utah.gov

Online Resources

Tax Commission Website tax.utah.gov

Forms and Publications tax.utah.gov/forms

Online Services (TAP) tap.utah.gov

Sales and Use Tax Information tax.utah.gov/sales

Tax Training tax.utah.gov/training



Sales and Use Tax Workshops
tax.utah.gov/training/workshops/sales-use-tax

We have four scheduled workshops throughout 
the year.  Please use the email below to register 
and you will be sent information to access the 
workshop.  Check the link above for future dates.

If you would like a recording of the workshop,  
please send an email to taxtraining@utah.gov
and we can send it to you by email.  We 
encourage you to attend on these dates so you 
will have opportunities to ask questions.

https://tax.utah.gov/training/workshops/sales-use-tax
mailto:taxtraining@utah.gov


Sales Tax Check up
tax.utah.gov/training/sales-tax-checkup

https://tax.utah.gov/training/sales-tax-checkup


THANK YOU FOR VIEWING THIS WEBINAR
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