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GOVERNMENT OF THE DISTRICT OF COLUMBIA
OFFICE OF THE CHIEF PINANCIAL OFFICER

QFPFICE OF TAX AND REVENUE
* %k K
L
R
Qffice of the General Counsel
January 28, 2016
Re: _for Digtrict of Columbia Tax Ruling

District of Columbia Sales and Use Tax
Pear
This correspondence esponds to your private letter ruling for

regarding District of Columbia sales and use tax, This ruling i% based on the facts provided and
current faw, You cannot rely on this ruling if the facts, law or regolations subsequently chaunge,

J, ISSUE
Are services subject to gales tax and use tax?
0. CONCLUSION






certain tangible property an
bystatule or regulation,



A sales tax iy Imposed under D.C. Code § 47-2002(a) upon all vendors for the privilege of
making a “retail sale” or “sale af retail” of certain selected services, A, corresponding use tay ig

bepased on overy vendot engaging in business in the Disttiot and by svery purshaser o tag o the
use, storage, or consutption of any tanglble petsonal property and servies sold of purchipsed 4y
eefail sele. 1.C. Code Ann. § 47-2202, The gales and use tax is ihaposed at a rate of 5,759 of
the gross receipts from sales of or charpes for most tangible personal property and fervices, D.C.
Cods § 47-2002(e); D.C. Code Ann, § 47-2202(a).

“Retall sale” and “sale at retail” nre defined in DD.C. Code § A7-2001(n)(1} to include an
enumerated list of tahgible personal Propetty and services. Fncduded in the definition of taxghle
refuil sales are sales of “data processing and Information services.” D.L. Code § 2001 (m)(1)¢N).

D.C, Code §47-2001(n)( DG provides an sselusion for the sale of “tnformation services”
‘when the “information is of a proprietary nature to that client and may not be sold to others by
the person who sompiled the information, sxcept for a subsequent sale of the information by the
client for whom -t'ﬁ;e information was gathered o compiled.” ,

;
Under D.C, Cﬁde%§ 2001{e)(DAN)(A), "data Processing service” is defined as:

the processing of information for the compilation and produetion of resorde of
iransactions; the mainienancs, ingut, and retrleval of information; the provision of
direct access o somputer equipment to prosess, examine, or soquire information
fiored in of accessible to the compuier equipraent; the specification of computey
hardwese configurations, the evaluation of technjcal processing characterisi_ios_,
tomputer programming oy sofiware, provided in conjunction with and to Support
the sals, lsage, operation, or applieation of computer squipment or systems; word
processing, payroll and business accountin,  and eotmputerized data g :
information storage and manipulation; the input of inventory control data for a
company; the mainiensnce of récords of employee work time; filifig payroll tax
tohutns; the preparation of W-2 fotms; the computation and preparation of payrol]
cheoks; and any systemn or application programming or software,

Further guidance is provided in 9 1.0, Mun, Regs. § 4741, which defines “data processing
gservices” as:
the processing of information for the purpose of compiling and producing records
of transaetigns, maiptaining information, and entering and refrieving information,
I?i—aiwinohgies word processing, payroll ang business asconnting, and
computerized data and information skitage and masipulation,

The following: activitios are #pecifically included ag examples of “data. processing services”
under 9 D.C. Mun. Regs, § 474.2:

. Entry of fnv E tary control data fora company;

® M&intﬁﬂauaeé of records of smployee work fine;



» Fillng paiyroll fax getuens;
° I’respfsu*inéE W-2 formg; or
& Ccmputit%&g_ and preparing payroll cheaks,
Under .C, ﬁod% § 2801@.{13@%{)@5;}, "information service" isdefined ngr

the furnishing of general or Specialized news or outrent Information, including
Tinanofl information, by printed, mimeo graphed, electronic, or electrical
i:tansmissi n, 01 by wire, eable, radio Waves, microwayves, satellite, fiber eptics, or
any othet method in existence or which may be devised; electronic data retrieval
o research, ieluding newsletters, real estate listings, or financial, investment,
cltoulation, oredit, stock market, or bond rating reports; meiling lists; abstracts of
Hitle; news clipping services; wire setvices; geonting yeports; surveys; bad check
Hets; and broadcast rating services, _

Under D.C, Code § 2061 @HDADED), Minformation service" does not include:

information gathered or complled on behalf of a partoular olient, if the
i_ﬁi’mmaﬁ_o? Is of'a proprietary nafues to that elient and seay aot be gold 1o others
by the person who compiled the information, except for 2 subsequent sele of the
ifxformatio$ by the olient for whom the information was gathered or compiled,

Bwveys are glso sf;eciﬁcally included as examples of “information services” under 9 .G, Mug,
Rege, § 475.4(h),

V. ANALYSIS

Tnfortoation sarvicds are subject to District sales and nge tex, 1,C. Code § 2001 @(N:
Sturveys ate speoifigally included as examples of “uformation services™ under 9 D.C, Mun,
Regs. § 475.4(h). However, there is an exembption from tax for information gathered or compiled
o behalf of aparticular client, if tb:aiﬂfﬂl‘ﬂlﬂtio_n is ofa proprietary nature fo that dlient and may
xiot be sold o vthers by the person who compiled the information, D.C Cods -

£ 200L (N ED.




Data processing services are subject to District sales and wetax. D.C, Cods § 2001 @A,
LData processing setvices include the processing of information for the cotmpilation and
production of records of transactions; the maintenance, Ingut, and retriovel of information; the
provision of drect ascess to computer equipment o Process, examine, of acquire infotmation
stored in or accepsible to the com puter squipment, D.C, Code § 2001 (DA

This letter ig Iimiﬁed to the facts that were provided in your request. The tax tremtroent may be
affected if additional or different material faots e presented. No opinion is expressed or
implied concetni & the tax {reatmment of ems discussed in this lefer except as expregsly statsd
Lerein, The analysis set forth herein i based on the law and regulations currently in effect and
may be affected '2; futvire changes in those euthorities. 'This letter does not haye the force and
sffect of law and ¢an be relied on only by the taxpayer who tequested it )

i
Please contaet thid office {f you have further questions.

Sincerely,

Assistant General Counsel
Office of Tax and Revenne




{QOVERNMENT OF THE DISTRICT OF COLIAVBIA

OFFICE OF THE CHIEF FINANCIAL OFFICER
OFFICE OF TAX AND REVENUE

k ki

CFFICE OF THE GENERAL COUNSEL

Pebruary 3, 2016

Dhegr:

You have requeste

w &eﬁaquest fdr Dig
District of Colt

R —

trict of Columbie Tax Ruling
imbia Sales and Use Tax Exemption

d the advice of the Office of Tax and Revenue as to whether _
_ is exerapt from sales tax lability under D.C, Code § 47-2005(15).

101 4% Steeer. SW, Suite 750W, Washington, DC 20024 + Phone (202) 442-6500 » Fux (202) 442-6479

www.laxpayerservicecenter.com




e —

dissolve in the bodv are exemot from sales tax,
. D.C. Code § 47-2005(15) (B) provides that the sales of any other

D.C, Code § 47-2002(a) imposes a sales tax upan all vendors selling tangible personal property,

D.C. Code § 47-2005 provides for numétous exemptions of gross teceipts for cerfain sales from
sales and use tax imposed under §47-2002(a).

D.C. Code § 47-2005(15)(A) provides that sales of articles permanently placed in the human body
in order to help the functioning of any natural organ,_l_imlh,ms,,!Lfil;ti%_ﬂ;‘fﬂthat retnain or

device, apparatus, or equipment
used to substitute or replace & part of the human body, or used to help the ill or people with
disabilities in saving or prolonging life, or'to relieve pain and suffering are exempt from sales tax,
s0 lang as such device is sold to an individual for petsonal use of such individual, and pursuant to

a_writtan_nrescription by a licensed physician_or other health _care provider. |

There are no cases from the D.C.nMary]aild-Virginia area on point addressing prosthetic deviges;
however courts in other states have addressed this issue,

In Dent-Craft Laboraiories of Connecticut, Inc. v. Sullivan, 148 Conn. 04 (1961}, the Supreme .

Court of Errors of Connecticut ruled in favor of the taxpayer, finding that its dentures were a



%

ﬂérz

pros ﬁhetic-@evice‘ under the relevant sfatute, The statute exempted from seles tax devices that wepe
Gijer squipment wern 88 A gorrection or substitute For any functioning portion of the My ».

(-Craft Laboratorles, 148 Comn. at 95, The Tex Commissioner contended that fhe

ulation ineluded dentures jn taxable sales, However, the court ruled that the

regulation fncluding dentures in such taxable sales was inconsistent with the statutory lunguage

[lhus, allowed ‘@he exemption for the taxpayer,

i
larly, in Cor%?i?_ Corp. v. Taylor, 762 8,W2d 133 (Tenn, 1988), the Supteme Court of
essee found [he taxpayet’s receipts from sales of implantable eardiac pacemakers and
pcephalus valve systems exempt from Ternessec sales tax. These wo devices met
essee’s statitory definition of a prosthetic device, which required only that jt be “medicaily

gottective or support appliances and devices,” Copdis Corg, 762 S.W.2d at 139,

Sum

 Pleas

Sinessely,

Agting Deputy '_-Gene

mary:

¢ contac_t this office ifyou have further questions,

ral Qﬁﬁﬁéﬂ -

Officelof Tax & Revenue




(GOVERNMENT OF THE DISTRICT OF COLUMBIA
OFFICE OF THE CHIEF FINANCIAL OFEICER

OFFICE OF TAX. AND REVENUE.
* Kk ok
R

OK¥ICE OF THE GENERAL COUNSEL

Feburaty 11, 2016

oo i

Re: Request for District of Columbia Tax Ruling

District of Cohumbia QHTC Tax

Dear

s comespondencs responds to your private letter ruling request regarding one of the

» lew or regulations subsequently change.

ISSUR,

he District

e T —— [ .- PR ——————p

1eguiments of being a District of Columbia’s Qualified High Technology Company (“QHTC),
his ruling ig based on the facts provided and oursent law, You vanuotrely on this ruling if the

other ' mest the Distriot’s QHTC requitement of having an office

L1014 Stroot, S, Suite 750W, Washington, DC 20024 « Bhione {202) 442-6500 « Fax (202) 4426479
wwwiaxpayerservicecentor,com
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WL LAW & ANALYSIS

A, Low and T egislatiy e History
To qualify as & QHTC in the Disteict under D.C, Code Ana. §47-1817.0L(5)(4), » taxpayer mupt
be &) an individual oy entity organized for profit and Jeasing or own Ing an offics tn the Blstidct of
Columbis; (D bnve two ot more qualified employeos in the District; and (iil) derlve at least 519 of ite
gross revenues earned inthe Distriot from QHTC ackivities, Previously, D.C, Code §47-1817.01 )0
allowed for QHTC status where an individual or entity steply maintained an office, heatquariers
or base of operations in the District,

4 Ioass is defined in the dictlonary as “ oontract by whish one conveys fand, tenements, or
heveditaments for life, for & term of years or at will or for any less interest than that of the lessor,
uanally for a gpecified rent or compensation.” Webster's Third faternational Dictionary. Seg
Columbla Plaze Tenants Association v, Colymbia Plaza Limited Partnership, 8. Ct, DL, No.

020210226, 2003 WI, 25279036 (April 28, 2003),

A review of the legislative history of the QHTC statute provides that there was & dual focus op

job oreation and nducing businesses 1o locate in the District. Some of the legislative materials

District of Columbia, For example, the legislation i generally described ns cdnsisﬁng_of “y

series of tax incentives to enco urage highiechnology companies to locate to the District of
Colombia” Seetion 201 of the legislation, which provides a tax oredit for companies who
felosate job opportugities 1o the District of Columbia, s explained ag “provid(ing] a tangible
ineantive which will spur telocation” and encourage more high-technology companies 1 “locate
in fhe Distriet Additionally, there age other tax fngentives in the legislation {e.g., D.C. Code
§47-811,03 (2601)) directly targeted at Inducing companies 1o buy or lease real property to
copduct their operations.

purposs of the giatute was 1o provide tax incentiveg 1o those businesses whigh have sofme
intention to have an ongoing business operation in the District.

. Tt i sttt < 4 oo, e .

The definition of “lease” for Distriot Purposes contemplates a conveyance of land or-tenements
fora period of time. Webster's Third liternational Dictionary, See Columbic Plazg Tenanis
Associlation v, Columblo Plaza Limited Partnership, 8. Ct, D.C, No. 02410226, 2003 W1,
25279036 (April 28, 2003), This definition indicates that “leage” signifies much more than s

12
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right to use offioe space on 4 limited of constrained basts. This is also echoed in the legislative
histoty of the QHTC statute, which contemplates the moaning of “lease™ ag the operation of an
~ongoing business in the District. '

C. Combined Re'turiié |

S However, under D.C, Code Ans, §47-1805.02a g
~ QHTC cannot be a member of & combined filing group, :

- V.  CONCLUSION

Based on the desotiptions provided in the scenarios, we believe that scenario 4 is the only one
that conforms to the language and intent of the statute.

This ltter is lmited to the facts that were provided in your request. The tax treatment may be
aftected if additional or different material facts arc presented. No opinion i3 expressed oy
implied concerning the tax treatment of any item discugsed in this letter exeept as expressly
stated hereln. The analysis set forth herein is based on fhe law and togulationy currently in effect
and may be affected by future changes in those authoritics. This letter does not have the force
and effect of law and can be relied on only by the taxpayer who requested if.

Please contact this office if you have further questions,

Sincprely, |

Assistant Genera] Counsel
_Ofﬁce of Tax and Revenne

13
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- GOVERNMENT OF THE DISTRICT OF COLUMBIA
OPFFICE OF THE CHIEF FINANCIAL OFFICER
OFFICE OF TAX AND REVENUE
k ok %k

Difice of the General Counsel

Yebruary 19, 2016
i
" Re: . for Bistrict of Columbia Tax Ruling
District of Columbia Franchise Tax
Diear
This correspondence responds to your private letter ruling for . regarding Disfrict

of Colirabia franchise tax, This ruling is based on the facts provided and purrent law. You
eannot rely on this ruling if the facts, law or regulations subsequently change,

I  ISSUE

ﬁs E ACTS

14



I. LAW & ANALYSIS

Prior to the amendments included in the Technology Seoter Bn hancement Act of 2012, a QHTC had
tir bé in the High Technology Zone ta bt assessed &t 4 Zero percent fax rate and they were cligible for
the zero percent tax rate for five years. The Technology Sector Act of 2012, enacted into faw in
3(}13? arended the tax vate statute with a néw statulory paragraph related to the zero poeoent ax rate,
Under D.C. Code Ann. § 47-1817,06(2)(2)(A), a Qualified High Technology Company cextified
pursuant to § 47-1805.05:

{(8)(2)(A)(D) Before Januaty |,2012, shall not be subject te the tax imposed by this
chapter for 5 years after the date that the Qualified High Technology Company
cotmences business in the District; and ' '

{a)(2)(A)(ii) On or after Janvary 1, 2012, shnll not be subject to the tax imposed by
this chapter for 5 years after the date that the Qualified High Technology Company-
hastaxable income. :

{8)(2)(B) The total ameunt that each Gualified High Technology Company may -
receive in exemptions under this paragraph shall not éxceed $15 million,

' The above amended [anguage provided 4 new five-year period to claim the zefo percent tax rate for
sertifications made on or afier January 1, 2012, unless they had -already received credits for income

tax that exceeded $15 million,’ S - -

15
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This Ietler is Himited to the facts that wete provided in your request. The tax trcatment may be
affected if additional o different material facts are presented, No oplnion is expressed or
implied sonoerning the tax treatment of items discussed in this fotter except as sxpressly stated
terein, The analysis set forth herein is bused on the law and regulations currently in effect and
may be affected by fisture changes in those authorities, This letter does not have the fbree and
effect of taw annd ean be refied on only by the taxpayer who requested it.

Please contact this office if you have further questions.

Sincerely,

Assistant General Counsel
Office of Tax. and Revenue

16



GOVERNMENT OF THE PISTRICT OF COLUMBIA
OFFICE OF THE CHIEF FEVANCIAL ORSICER
* OFFICE OF TAX AND REVENUR

* %k
TR
R
Oifivo-of the General Counsel
Bebruary 25, 2016
Via Email:
Re:
Dear Taxpayer,
Thigisinresponseto . . " regarding the sales tax

exemption from uithty use in ih&.biéh‘i@t{

Facts

i
o

17



Ruling Requested
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Law apd Analysis
FA Meanufacturing Exemption

Under District Law, “[s]ales of natural or aréificial gas, oil, eleciricity, solid fuel, or sieam,
dira?ﬂy used In manufacturing, assembling; processing or refining” are exempt from sales
x:

Although District Jaw does not specifically define “manufacturing”, District regulations do
however provide examples. These include the production ofice, fabrication of furniture,
assembling radios and pasteurizing milk.? Furthetmore, OTR adminisirative guidance
provides that “[g]enerally, dofinitions of “manufacturing” and “processing™ imply essentially
o transformation or conversation of material or things into a different state or form Hom that
in which they originally existed - the-actual operation incident to changing them info
markstable products,”

#. -Predominsnt Use Standard

Puarsuant to District regulations, “[11f slectricity or gas is sold throngh a single meter for two.
(2) or mote uges. . ., some of which would be subject ta the tay and some of which would not
{such as a manufacturing plant and & ratail store supplied throngh one meter or heated by ose

*D,C: Official Code § 47-2005(11); see also, 9 DCMR § 444,

“9DCMR § 444.4.

3D.C. OTR General Counsel Memorandum, March 25, 2002,
tinslfotr.eft.do.pov/sites/default/iles/defsites/ott/publicationfattachmeite/banks

19



unit), the larger portion of the use of the setvice supplied through that meter or.consumed in
that unit shall, determine the taxability of the service. The larger portion of use shall be
ineasuted by the relative load for each use ot the relative time of operation of each.™
Furthermore, the predominant use test iz applied to euch utility separately. In other words, a
manufacturer has to meet the test for electrivity and gas separately,

kS

The predominant use test is generally met if more than fitty percent of the utility
passing through the ntility'meter based on annua! cotsumption Is expended on prozessing, I
the predominant use is for an exempt purpose, the entire utility service shall be exenipt
including that which is not used for processing, i.e,, office space.

Geneyally, a taxpayer demonstrates that its predominant use of the utility Is exempt by
performing a utility study. The study must list all uses of the uitlity; both exempt and pon-
sxempt’ - ' '

. Restaurant Exemption

Under District Law, “{s]ales of notusal or artificial Bas, oil, electricity, solid fiiel, or steam;

directly used in'a restayrant are-exempt from sales tax."® Purthermqre,.a restaurant is defined
as, “,..a retail establishment that is Hosnsed by the District of Cohimbia, & separately metered
or sub-inetered faclity, and in the principal business of preparing and serving food to the
public. The term “restaurant” shall include a pizzeria, delicatessen, ice cream parlor,
cafeteria, take-out counter, and osterer, and banquet and food-processing areas it hotels. The

term “restaurant” does aut include beverage counters; including coffee shops and jiuice bars,”’

District law requirss a restanrazt that-qualifies for ihe szai&s tax exemption to be i the
“. Jriocipal business of preparing and serving food 1o the public,”

SIDOMRA449,

¥ Lo TR Forin 308

§D.C, Official Code § 47-2005(11A)(A).
.G, Officlal Code § 47-2005(1LA)(B).

20



Concluision:

- -

‘This letter is lintited to the facts that were provided in your request. ‘The tax treatment of the
services may be affected if additional or different taterial fhets are presented. No opinion Is
expressed or implicd concerming the tax treatment of any item diseussed in this letter except
as expressly stated berein, The analysis set Torth hetein is based on the law and regulations
curvently in effect and may be affected by future changes in those authorities. This letter does
ot have the force and effect of law and can be relied on only by the taxpayer who tequested
H,

Please contaet this office if you have further questions.

Sincerely,

Corporate Tax Counsel
Office of Tax and Revenue

21



GOVERNMENT O THE DISTRICT QR COLUMBIA
OFFICE OF THE GHIEF SINANGIAL GFRIGER

OEFICE QI TAX. AND REVENUR
‘r ok

OFFICE OF THE GENBRAL COUNSEL

November §, 2016

Re: Request for District of Columbia Tax Ruling

District
Dear ) B

This correspondence responds to
(the “Distriaf) corporate frarncht

law. You cannot rely on this ruli

L ISSUE

H. CONCLUSION

NILFACTS

of Cofumbia Corpoiate Eranchise Tax.

Yyour private letter puling request regardin

: : g District of Columbig
se tax, This ruling is based ofi the fipte provided and surtent
ng if the facts, law, or regulations subsequently change,

22
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IV. LAW
A. Federal Law

Internal Revenue Code § 468B(g)(1) provides, in pertinent pat, that "néthing in any provision of

law shall be construed as providing that an escrow account, settlement fund, ot similar fund is
not subject te eurrent income tax; The Secretary shall prescribe regulations providing for the
© taxation of any such accaunt or fund whether as a granter trust or otherwise."

A QSF js established pursyant to an orde of, of s approved by, the United States, any state
(including the District of Columbia), territory, possession, or political subdivision thereot, ot any
agency orinstrumentality (including a court of law) of'any of the foregoing and Is subjest to the
contiinuing jutisdiction of that governmental authority. Treas. Reg. § 1468B-1(e)(1).

Treas, Reg, § 1.468B-2(k) provides that for purposes of subtitle F of the IRC, a QS¥ is treated ag
acorporation and apy tax imposed under Regulation § 1,468B-2(a) is treated a3 d tax lmposed by
section 11 {tax imposed on the taxable income ofa corparation),

24



Treas. Reg. § 1.468B-20)(1) provides that a Q8F must file an income tax retuin with
respect fa the tax imposed under Regulation § 1.4688-2(4) for each taxable year that the fung
isin existence, whethér or notthe-fiind has gross income for that taxable year.

B District Linw

D.C. Code § 47-1810.01(a) provides that the purpose of! Subchaptel X of

Chapter 18:of Title 47 is to lmipose a "franchige tax POt every cotpor. ation, fingneial institution,
and unincorporated- business for the privilege of carrying 6n or engaging in ay tade or
business witliin the District and of receiving such-other income as is derived from sonrces
within the Digteict,”

The predecegssor to D.C. Codé §§ 47-1810.01(a) has been interpr eted to inipose the coiporate
franchise tax even o corporations not doing business in the District, if such corporation was
1ecezvmg income from a District source. Capital Holding Corporation v, Dzm iet of Colignbia,
374 A2d 573, B,C. Ct. of App (April 18, 1977).

The entire et income of any corporation derived from any trade or busmess catried on of
engaged in wholly within the District is considered to be fiom District sources, and s allocated
to the District elong with other income from District sources. When the net income of 2
corporation is defived from sourtes within and without the District, the taxpayer must appottion
business ineomg-and allocate nonbusiness income, D.C. Code Ann, §47-1810.02(4).

D.C. Code §§-47-1801.01(10), (10)(4) and (10)(C) provide, in pertinent part, that "corpotation”
meslis “[a]ny entity or ofganization of any kind treated as a corporation for fax

purposes urider the laws of the District, wherevet located, which, were it doing business in the
District, would be subject to the tax impased by this chapter" or "a joint-stock ¢ company, trust,
amy association or other organization that is taxable as a corporation under federal income tax

- law.”

D.C. Code §47-1801.01(8) defines "cornrnetcial domicile" as “the peineipal place from
which the trade or busiriess of thic taxpayel is directed or managed.”

D.C. Rule 9-124.8 provides that interest and dividends from Distriet sources are nonbusiness
facome atiocable to the. District,

V. ANALYSIS
A,

Under the IRC, a QSF is treated as a corporation apd any tax imposed under Regu}auon

§ 1.468B-2(a) is treated as a tax imposed by section 11 (tax imposed on tlie taxable ificoms.of a
corporation), As QSFs are taxable as corporations under federal income tax law, GSFs meet the
definition of "corporation” defined in D.C. Code §§ 47-1801.01(103, (10)(A) and (10)(C).

25
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By

Under Distriot law, corporations are subject te the corporate fis anohlse tax for the pnvalage of

caitying on or engaging in-any trade or business-within the District and of revgiving sueh other
incae-as 1§ derived from soutcss within the Distsiet. D.C. Code § 47-1810,01(a). Tax will be

imposeé bna 001 pmatmn rcc ,vmg mcome from a Dlstnct souwe evcn 1f the cmporatmn is not

Under
Tréas. Reg. § 1.4688- l(e)(]) 2 QST is established by order or approval of a government ageney
or other dithtirity atid is subject to the-coritinuing jurisdietion of that g gevemmental authouty

Thig copunercial domicile of a QSF (including a designaited settletnent fund) will be p'resumect to
be at the court or the governmental authority which ordered or approved the e§tablishment of the
QSF and-which exercises continuing jurisdiction over the QSF. See California FTB.Legal
Ruting 93-4 (Novembel 13, 1993), lllinois Private Letter Ruting, No. IT 08-0002- PLR (J uly 10,
2008); Missouri Private Letter Ruling, No. LR 3770 (May 3, 2007).

Tiis [atteris linmited to the facts that were provided in your request. The tax treatment of the
services may be affected if additional or differént matexial facts are presented. No opinion is
expressed or implied concerning the tax treatment of any item discussed in this letter except as
expressly stated herein,

26




The anglysis set forth herein s based on Al batvy nd sresilationss oumeisély tn 6ffent and tigy be
affoetedd by fiture eharges i those anthoritiss, This Tetter does ot have the foree and &lfeict of

law-and can be relied on only by the faxpayer who requested .

I you have any questions, pleaée.ﬂontgpt . : ;, Asglstant Gengral Qounsel, af (202) '

Sincerely..

Chief Goynsel
Office of Tax snd Revenue

27
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GOVERNMENT OF THE DISTRICT OF COLUMBIA
Office of the Chief Financial Officer
Office of Tax and Revenue

Ll

Office of the Geweral
Counsel

January 26, 2017

Re: Request for District of Columbia Tax Ruling
Application of Sales or Gross Receipts Taxes to Select Services

Dear
This correspondence responds to your request for a private letter ruling regarding -

_ . with regard to payment of Sales Tax or Gross Sales Tax mnder D.C,
Official Code Title 47, Chapter 20, for the services provided by ™ enumeiated. below,

L ISSUES

I  TAXPAYER’S BUSINESS ACTIVITIES
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[ DISTRICT OF COLUMBIA CODE AND REGULATORY GUIDANCE

A D.C. CODE TITLYE: 47 TAXATION

A sales tax is imposed under 1D.C. Code § 47-2002(a) upon ali vendors for the privilege of
making a “retail sale” or “sale at retail” of tangible personal property and certain selected
services. For sales tax purposes, “tangible personal property” means corporeal personal property
of any nature. D.C, Code Ann, §47-2001(s).

A variety of services are also subject to District sales tax law, including delivery services, certain
data processing services, and information services,

Under ID.C, Code §47-2001(n)(1N){E) the term “data processing services” is defined as:

the processing of information for the compilation and produetion of records of
transactions; the maintenance, input, and retrieval of information; the provision of
direct access to computer equipment to provess, examine, or-acquire information
stored in or accessible o the computer cquipment; the specification of computer -
hardware configurations, the evaluation of technical nrooessing characteristios,
computer programming or software, provided in conjunction with and to suppert
the sale, lease, operation, or application of computer equipment or systems; word
processing, payroil and business accounting, ad computerized data snd
information storage and manipulation; the input of inventory control data for g
company; the maintenance of records of employes work time; filing payroll tax
veturns; the preparation of W-2 forms; the eomputation and preparation of payroll
checks; angl any system or application programming or software.

Further guidance is provided in D.C. Mun. Regs. tit. 9 $474.4, which states: “gross receipls from
the sale, lease or rental, or maintenance of any computer sofiware shall be subject to the tax
regardless of whether the software is canned, prepackaged or customized,”

Examples of taxeble computer software and software services include system software,
application software, computer programsiing, software modification, and software updating, /d.

Under D.C. Code §47-2001(nj( 1)1} “Information services® is defined as:
“the furnishing of general or specialized news or current informafion, including

financial information, by printed, mimeographed, clectronic, or electrical
transmission, or by wire, cable, radio waves, microwaves, satellite, fiber optics, or

2
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any other method in existence or which may be devised; electronic data retrieval
or research, including newsletters, real estate listings, or financial, investment,
cireulation, credit, stock market, or bond teting reports; mailing Hsts; abstracts of
title; news elipping services; wire servioes; scouting teports; surveys; bad check
lsts;.and broadeast rating services; byt doss notinclude: information sold to a
newspaper or & radio or television station licensed by the Federal Communication
Commissiof, if the information is gathesed ot purchased for direet use in
hewspapers or radio or television broadeagts; ¢haiges to a petson by a finanicial
institution for aceount balance information; or information gathered or compiled
on behalf of a particular client, 1f the information is of g propristary nature to that
chient and may not be sold to others by the person who cornpiled the information,
except for g subsequent sale of the information by the client for whorm the
information was gathered or compiled, :

Sales and use tax is imposed at the time of a retail sale of tangible personal property or of taxable
services,

Under D.C. Code § 47-2501.01(a), each company thet sefls or charges for “cable television
service, satellite relay television service, and any and all other dlstribution of television, video, or
radio service with or without the use of wires provided to subscribers or paying customers” is
subjoct Lo gross receipt tax, For this purpose, “service” is broadly defined to include “baste
service, ancillary service, or other special servies, and any cther charges telated to providing the
services within the District of Columbia.” D.C. Code § 47.2501.01(z).

The gross receipts tax Is collected on a quarterly basis, and requires that companiss subject to the
tax report their gross receipts from video services on g monthly basis, D.C\, Code § 47-
2501,01(a)(1). The tax is imposed at s rate of 10% aof gross recsipts, D.C, Code § 47-
2501.01¢)3).

IV.  LEGAL ANALYSIS

1. ISSUE 1: WHICH DISTRICT OF COLUMBIA TAXES AND RATES
APPLY TO PAY-PER-VIEW/PAY-PER-USE SERVICES?

Under the pay-per-view/pay-pet-uge model, the hotel guest makes a purchase using a remote
cantrol in the room. The service is delivered to the guest room television by way of coaxial
cables. The pay-per-view/pay-per-use services constituie the distribution of “videa service” for
purposes of the gross receipt tax under D.C. Code § 47-2501.01, Under D.C. Code § 47-
2501.01(a), “all distribution of video [...] with or without use of wires provided to subscribers or
paying customers™ is subject to the gross recsipt tax. '

2. ISSUE 2: WHICH PARTY IS RESPONSIBLE FOR REMITTING TAXES
FOR PAY-PER-VIEW/PAY-PER-USE SERVICES?



Pursuant to D.C. Code § 47-2501.01(a), the hotel is regponsible for remitting the gross receipts
tax to the Office of Tax and Revenue. The vharges for the pay-per-view/pay-per-use services in
the hospitality industry are eollected by the hote! from the guests al the lodging facility.

Under D.C, §47-2501,01¢a)(1) “...cach company that sells or charges for cable television
service, satellite relay television service, and any and all other distribytion of television, video, or
vadio service...” Is responsible to “file and affidavit (i.e. teturn) with the Mayor (i.e., OTR)
indicating the amount of its gross receipts for the progesding calendar 'month for the sale of of
charges for the services within the Districe.”

3 ISSUE 3.

This letter is limited to the facts that were provided in your request. The tax treatment of the
services may be affected if additional or different material facts are présented. No opinion is
expressed or iifiplied concerning the tax treatment of any ltern discussed in this letter except as
expressty stated hevein, The analysis set forth herein is based on the law and regulations
currently in effect and may be affected by future changes in those authorifies. This letter doas
not have the foroe and effect of law and can be relied on only by the taxpayer who requested it,
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If you have any questions, please contact

Sincerely,

Chief Counsel
Office of Tax and Revenus
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GOVERNMENT OF THE DISTRICT OF COLUMBIA
OFFICE OF THE CHIEF FINANCIAL OFFICER

OFFICE OF TAX AND REVENUE
X K %

OFFICE OF THE GENERAL COUNSEL

February 23, 2017

Re: Request for District of Columbia Tax Ruling
District of Colunmibia Sales and Use Tax

Dear
This correspondence responds to your private letter ruling request regarding District of

Columbia (the “District”) sales tax. This ruling is based on the facts provided and current
law. You cannot rely on this ruling if the facts, law, or regulations subsequently change.

1. ISSUE

1. Are installation fees to District of Columbia customers subject to
sales and use tax?

II. FACTS
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I, LAW & ANALYSIS |

A sales tax is imposed under D.C. Code § 47-2002(2) upon a1l vendors for the privilege
of making a “retail sale” or “sale at retall” of tangible personal property and ceprtain
selected services, For sales tax purposes, “tangible personal property” means corporesl
personal property of any nature, D,C. Code § 47-2001(s).

Among the enumerated taxable services is: “The sale of or charges for the service of
repairing, altering, mending, or fitting tangible personal property, or applying or
instslling tangible personsl property as 4 repair or replacement part of other tangible
personal property, whether or not such service is performed by other means of coiy.
operated equipment or by any other moans, and whether of not any tangible Péetsonal
property is transferred in conjunction with such service.” . D.C. Code § 47-2001 @D
and D.C, Mun, Regs. (it 9 § 465.1, _

However, “the amount charged for labor or services rendersd in installing or applying the
property sold shall not be subject to the tax if both of the following conditions are met:
(a) {t]he charges for installation tust be shown separately from the sales price of the
property; and (b) [t]he property must not have been applied or installed as a repair or
replacement part of other tangible personal property” D.C. Mun. Regs. tit 9 § 4072,
However, “[1]f labor and service charges and sales price are not shown separately, the tax
applics to the total amount received fram the sale of property and installation charges.”
D.C. Mun. Regs. tit 9 § 407.3,

Additionally, since the District Code and Municipal Regulations make a distinetion
where an installation charge is rendered in connection with the sale of a new angd
complete item of tangible personal property, the installation charge is not subject to
District sales tax, provided it is separately stated, D.C, Code § 47-2001(p)(2)(C) and
D.C. Mun. Regs. ti1 9 § 465.2. The District of Columbia Court of Appeals recognized
that the legislature could “[c]ondition an exclusion Ifrom the tax base] on an amount
being separately stated.” Expedia, Ine. v, District of Columbia, 120 A3d 623, 64
(2015).

D.C. Mun. Regs. tit 9 § 465.2 lists examples of items that are considered the sale of g
new and complete item:

(a) Draperies;

(b) Venelian blinds;

(c} Storm windows and doors;
(d) Wall-to-wall carpeting; and

(&) Gas and elecirie stoves.
D.C, Mun. Regs. tit 9 §§ 465.2 {(a)-(e)
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| ~ Under D.C. Municips] Regulation § 465.2, i the
installation fee is separately stated, then the installation fee is not subject to Distriot
sales tax,

IV, CONCLUSION

This letter is limited to the facts that were provided in your request. The tax
treatment of the services may be affscted if additional or different material facts are
presented, No opinion is expressed or implied concerning the tax treatment of any
ltem discussed in this letter except as expressly stated herein, The analysis set forth
herein is based on the law and repulations currently in effect and may be affected by
future changes in those authorities. This letter does not have the force and effect of

law and can be relied on only by the who requested it.

If you have any questions, please_cqntact 1 Assistant General Counsel, at
Sincerely.
Chief Counge!

Office of Tax and Revenue
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GOVERNMENT OF THE DISTRICT OF COLUMBIA
OFFICE OF THE CHIER FINAN CIAL ORFICER
OFFICE OF TAX AND REVENUR

OFFICE OF THE GENERAL COUNSEI,

May 9, 2017

Re: Request for District of Colurmbia Tax Ruling
District of Colurbia Sales and Use Tax -

Dear

Thig correspondence responds to your piivate leiter ruling request regarding District of
Coluiibia (the “Distrlet™ sales and wse tax, This ruling is based on the facts provided

and current law, You cammot rely on this ruling if the facts, law, or regulations
subsequently changs.

L ISSUE

IL FACTS
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M. LAW & ANALYSIS

A sales tax is imposed under D,C. Code § 47-2002(a) upon all vendors for the privilege
of making a “retail sale” or “sale at retail” of tangible personal property. For sales tax
purposes, the sales of food and drinks are not & “reteil sale® or “sale at retail,” therefore -
the transaction is not subject to District sales and wse tax. D.C. Code § 47-2001(r)(2)(E).
However, this exclusion does nof apply to food for immediate consumption of soff
delnks. D.C. Code §§ 47-2001(g-1) and (-1},

Examples of food for immediate consumption include, but are not limited ta, heated
foods, prepared salads and sandwiches, cold drinks, frozen yogurt, ice cream, or ice milk
sold in quantities of less then one pint. D.C. Code § 47-2001(g-1).

A “soft drink™ is a non-aleoholic beverage with natoral or artificial sweeteners. The term
“soft drink™ does not include a non-carbonated beverage that containg mitk, milk
stibstitutes, fruit, or vegetable juice, D.C. Code § 47-2001(-1),

Examples of food not for immediate consumption include, but are not limited to
vegetable products, vegetable juiees, vitamins, and powdsred drinks, including health and
diet drinks. I.C. Code § 47-2001(g). Purthermore, weight reductions products sold in
liguid, solid, or powdered form are food or deink with the meaning of D.C. Code § 47-
2001{g). D.C. Mun, Regs. Tit. 9 § 449.5.

V. CONCLUSION
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This leiter is limited to the facts fhat were provided in your request, The x :
treatment of the products may be affected if additional or different material facts are
presented. No opinion is expressed or implied concersing the tax treatment of asy
item discussed in this lettér exeopt es expressly stated herein. The unalysis set forth
hereln is bused o the [awe and vegulations eurrently in effect and may be affeotad by
future changes in those authorities, This Istter daes not hiave the force and effect of
law and can be relied on only by the who requested it,

If you have any questions, please contact » Assistant Gengral Counsel, at

Sincerely,

Chief Counsel
Office of Tax and Revanye
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GOVERNMENT OF THRE DISTRICT OF COLUMBIA
OFFICE OF THE CHIEF FINANCIAL OFFICER
OFFICE OF TAX AND REVENUE
k Kk ok

OFFICE OF THE GENERAL COUNSEL,

July 5, 2017

Re: Request far District of Colunbia Tax Ruling
Distriet of Columbia QHTC Tax

Dear
This responds to vour request for a private letter tuling regarding whether
_ is eligible to olaim benefits as a Qualified High
Technology- Cornpany (“QHTC™) in the District of Columbia, Thig ruling is based on the facts
provided and current law, You cannot rely on this tuling if the facts, law or regulations
subsequently change.
L TSSUE

Whether s eligible to claim benefits as a QHTC under D.C, Code Ann, §47-
1817.01¢5)(A)?

II.  FACTS
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I, LAW

I order for an entity to qualify as a QHTC in the District of Columbis (the “Dis.tribt”),
the entity must meet the following requirements as provided in D.C, Code Ann. §47-
1817.01(5)A):

(i) ‘Be an individual or entity organized for profit and maintaining
an offive, headquarters, or base of operations in the District of
Columbia;

(i) Have 2 or more employees; and

(iil) Derive at least 51% of its gross tevenues earmed in the Distrlct
from:

(1) Internet-related setvices and sales, including website
design, maintenance, hosting, or operation; Internat-related
training, consulting, advertising, or prototion services; the
developraent, rental, lease, or sale of Intemet-related
applications, connectivity, or digital content; or producis
and serviges that may be considered E-CONMEICE;

(D) Information and communication technologles,
equipment and systems that involve advanced compuier

41
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soflwarte and hardware, datg processing, visualization
technologies, or human interface technologies, whether
deployed on the Intemet or other electronic or digital
mediz. Such technologies shall include operating and
applications software; Inteinet-related services, including
design, strategic planning, deployment, and management
services and artificial intelligence; computer modellng and
simulation; high-level software languages; neural networks;
processor archltecture: animation and full-motion video;
graphics hardware and software; speech and optical
character recognition; high-volrme information storage and
rettieval; data compression; and multiplexing, digital signal
processing, and spectrum technologies;

(1) Advanced materials and processing techuologiss that
_involve the development, modification, or improvement of
one or more materials or methods to produce devices and
structures with improved performance characteristics or
special functional attributes, or to activate, speed up, or
otherwise alter chemical, biocherical, or medical
processes. Such materials and technologies shall include
metal alloys; metal matrix and ceramic composites;
advanced polymers; thin films; membranes ;
superconductors; electronic and photonic materials;
bioactive materials; bioprocessing; genetic engineering;
catalysts; waste emissions reduction: phatmaceuticals; and
waste processing technologies;

(IV) Engineering, production, biotechnology und defense
technologies that involve knowledge-based control systems
anct archifectures; advanced fabrication and design
processes, equipment, and tools; or propulsion, navigation,
guidance, nautical, acronautical and astronautical ground
and airborne systems, instroments, and equipment. Such
technologies shall include: computer-aided design and
engineering; computer-integrated manufacturing; robotics
and automated equipment; integrated circuit fabrication and
lest equipment; sensors; biosensors; signal and image
processing; medical and scientific instruments; precision
mackining and forming: biological and genetic research
equipinent; environments] analysis, remediation, control,
and prevention equipment; defense commard and control
equipment; avionics and controls; guided missile and space
vehicle propulsion units; military aircraft: space vehleles:
and surveillance, tracking, and defense warning systems: or
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(V) Electronic and photonie devices and co mponents for
use in producing electronic, optoelectronic, mechanical
equipment and products of elec tronic distribution with
interactive media content, Such techtiologies shall include
microprocessors; logic chips; marmory ohips; lasers; printed
circuit heard technology; electroluminescent, Eiquid crystal,
plasma, and vacuwm fluorescent displays; optical fibers;
magnetic and optical information storage; optical
instruments, lenses, and filters; simplex and duplex data
bases; and solar cells.

According to the opinion . NRC Subsidiary WRC-TV, LLC v. ‘Disirict of Columbia
Qfftee of Tax and Reveme, OAH Case No, 2013-0TR-00017 (D.C. O.AH. Jan. 17, 2014),
appeal docketed, No, 14-AA-174 (D.C. Feb, 21, 2014), for purposes of the D.C, Code Ann, §47.
[817.01(5)(A)(iil) requirement that a company derive 51% of its revenue from an enumerated
activity, “derive” is properly defined to mean “to take, receive, or obtain especially from a
specified source.”

Additionally, under D.C, Code Ann. § 47-1 817.01(5)(B) 2 QHTC cannot be;

(1) Anindividual or entity that derives 51% or more of it Eross
revenues from the operation in the Disirict of

M An on-line or brick and mortar retail store; or

() Anelectronic equipment facility that is primarily
oecupied, or intended 1o be oceupied, by electronic and
computer equipment that provides electronic data
switching, transmission, or telecommunication functions
between comyputers, both inside and outside the facility;

(i) A professional athletic team, as defined in § 47-2002.05(2)(3);
or

{iii) A business entity located in the DC Ballpark TIF Area, as
defined in [§ 2-1217.12a(a)].

IV,  ANALYSIS

A. District QUTC Qualifications; Office and Emplovess
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B. Distriet DHT(C Qualifications: Gross Revesire

To qualify as a QHTC, a company must derive at least 5 1% ofits g1083 revenue from any
of the enumerated activitios listed under D.C. Code Ann, §47-1 817.01(5) A, —
. o _ n _ Undef DT, Code A, §47-1817.01 (YA, quatrea
QHTC activities are defined 6 include:

Internet-related services angd sales, including website design,
mainienance, hosting, or operation;  Internet-related training,
consulting, advertising, or promotion services; the development,
rental, lease, or sale of Interuet-relatsd applications, econnectivity,
or digital content; or products and services that may be considered
e-commerce,

This maiter ig distinguished from ¥BC' Stbsidiary WRC-TV, LLC v, Districr of Columbig
Qifice of Tax and Revenye, OAH Case No. 2013-0TR-00017 (D.C. O.AH, Jun. 17, 2014),
appeal docketed, No. No. 14-AAx] 74 (D.C. Feb, 21, 2014). In NBC Subsidiary WRC-TV, L1c ,
the taxpayer was a television station that used in its business » varfety of high technology
equipment that it either leased or purchased. The taxpayer’s revenue was primarily derived
from broadeast advertising, The taxpayer claimed that i qualified as a QHTC vader D.C. Code
Ann, §47-1817.01 GHAYEDAD because it geverated its receipts from “information and
communication technologies.” The Court disagreed and upheld OTR's determination that the
taxpayer did not qualify for QHTC status because it was merely using technology in its
broadeasting business paid for in the traditional way of on-air advertising,

C. District QHTC Qualifieafion Ex¢lusions

D.C. Code Aun, § 47-1817.01(5)B) states that 51% of the incore of a QHTC must not
be derived from the operation of an “on-line or brick and mortay retail store.”” While there is no
definition of “retail store” in the D.C, Code, there are several definitions in D.C. Coda Ann, §47-
2000 that arc instructive. “Retailer” is defined under D.C. Code § 47-2001(1) to mean “every
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person engaged in the business of making sales at retail,” 1.0, Code Anx, § 47-2000(m) defipes
“retail establishment" as “any premises in which the business of selling tangible persana
property i3 condueted or fir o from which any retail sgles aro made.” Fuither, D.C. Code Ann,
§ 47-2000(n)(1) defines "retail sale" as-“the sale in any quantity or quantities of any tangible
personal property o serviee, including any such sales sffected viathe internet by a nexus-
vender, taxable under the terms of this chapter,” ’

In Distetet of Columbia v, Expedia, Inc., Case Ne. 2011 CA 002117 B (D.C. Super, Ct,
Sep. 24, 2012), af'd 120 A.3d 623 (2015) (D.C. 2015), the Supertor Court of the District of
Columbia eonsidersd whether an online trave] company opeiating a travel website was making
retail sales and. concluded that it was, oo T

V.  CONCLUSION

.=~ The tax treatment may be affocted if additional

or diifsrent masetial facts are presented. No opinion ig expressed o implied concerning the tax
treatment of any Hem diseussed in this letter cxeept as expressly stated herein, The analysis sot
forth heroin Is based on the law and regulations currently in effeet and may be affscted by fature
changes in those authorities. This letter does niot have the force and offect of law and ean be
relied on only by the taxpayer who requested it,

If you have any questions, please eontact Assistant General Counsel, pt

Sincerely,

Chief Coungel
Office of Tax and Revenue
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GOVERNMENT OF THE DISTRICT OF COLUMBIA

OFFICE OF THE CEIBF FINANCIAL OFFICER
OFFICE OF TAX AND REVENUE
* k%

OFFICE OF THE GENERAY, COUNSEL,

Tuly 7, 2017

Re: Request for District of Columbia Tax Ruling
District of Columbia Sales and Use Tax and Gross Receipts Tax

Dear

Thig correspendence responds to your Pprivate letter ruling request regarding District of Columbia
(the “Disirict") sales and use tax, This ruling is based on the facts provided and curvent law.
You cannot rely on this ruling if the facts, law, or regulations subssquently change.

I.  JSSUES

II. FACTS
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I, LAW & ANALYSIS
A. Application of Sales and Use Tax to

A sales tex is imposed under D.C, Code § 47-2002(a) upon all vendors for the privilege of
making a “retail sale” ar “sale at rotail” of tangible personal property and certain selecied
servioes. For sales tax purposes, “tangible personal property” means corporeal personal property
of any nature, I3.C. Code Ann. §47-2001(z).

A variety of services are also subject to District sales tax law, including delivery services.

The definition of retail sale includes the “sale of or charge for any delivery in the District for
which a separate charge is made.” D.C, Code Ann. § 47-2001(a)(1)(Q). “8hipping and handling
charges shall be included as part of the sales price of the eligible item, whether or not separately
stated, If multiple items are shipped on a single invoice, the shipping and handling charges shali
be proportipnately allocated to ench ltem ordered and separately identified on the invoice.” D.C,

Code Aim. §47-2001(p)(1).

Sales and use tax is imposed at the time of' a retail sale of tangible personal property or of taxable
services, e o
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B, Application of Sales and Use Tax to

A sales tax is imposed under 1.C. Code § 47-2002(s) upon all vendors for fhe privilege of
making a “tietalf salé” or “sale at retail” of tangible personal property and certain selected
services,

The definition of “sale’ and “selling” means “any transaction whereby title or possession, or
both, of tangible personal property is or is to be transferred, including rental, [ease, licenge, or
tight to reproduct or-use, for consideration.” D.C. Code § 47-2001(q).

Transactions in which no consideration is exchanged do not constitute sales for District saleg ang
use tax pu]poscs,r . . N

This letter is limited to the facts that were provided in your request, The tax treatment of the
services may be affected i additional or different material facts ere preseated. No opinion is
expressed or implied concerning the tax treatment of any itetn discussed in this letter EXcept as
expressly stated herein. The analysis set forth herein is based on the law and regulations
currently in effect and may be affected by future changes in those authorities. This letter does
not have the force and effect of law and can be relied on only by the taxpayer who requested it,

If you kave any questions, please contact . Assistant General Counsel, at (202)

Sincerely,

Chief Counsel
Office of Tax and Revenue
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GOVERNMENT OF THE DISTRICT OF COLUMBIA
OFFICE OF THE CHIEF FINANCIAL OFFICER
OFFICE OF TAX AND REVENUE
* %

OFFICE OF THE GENERAL COUNSEL

September 1,2017

Re: Request for District of Columbia T'ax Ruling
District of Columbia Sales and Use Tax

Dear
This correspondence responds to your privafe letter ruling request regarding District of Columbig
(the “District™) sales and use tax. This ruling is based on the facts provided and current law.

You cennot rely on this ruling if the facts, law, or regulations subsequently change,

I ISSUE

II. FACTS
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i, LAW & ARGUMENT

A sales tax is imposed under D.C, Code § 47-2002(a) upon all vendors for the privilege of
making a “retail sale” or “sale at retail” of, iner alia, certain selected services,

“Retail sale” and “sale af retail” are defined in D.C. Code § 47-2001(n)(1) to include an
enumerated list of taxable services. Ameng the enumerated taxable services are “health-club
services.” D.C. Code §47-2001()(1)(Y)i).

For this putpose, “health-club services™ include the use of, access to, or membership to, an
athlefic club, fitness center, gym, recreational sports facilities featuring exercise and other active
physical fitness conditioning or recreational spotts activities including swimming, skating, or
racquet sports, or other facility for the purpose of physical exercise. The term “health club
services,” does not include the use of facilities for non-fitness-related purposes, ineluding room
rentals, or for other services or charges covered by a separate contract with the user, such as g
lease or occupancy agreement, D.C. Code §47-2001(n)( DY,

IV, CONCLUSION

This fetter is limited to the facts that were provided in your request. The tax treatment of the
services may be affected if additional or different material facts are presented, No opinion s
expressed or implied concerning the tax treatment of any item discussed in this letter except as
expregsly stated herein. The analysis set forth herein is based on the law and regulations
currently in effect and may be affected by future changes in those authorities. This letter does
not have the foree and effect of law and can be relied on only by the taxpayer who requested it.
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If you have any questions, please Contact _ » Assistant General Counsel, at (202)

Sincerely,

Chief Counge]
Office of Tax and Revenue
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GOVERNMENT OF THE DISTRICT OF COLUMBIA |
OFFICE OF THE CHIEF FINANCIAL OFFICER |
ORPICE OF TAX AND REVENUE i

Kk f

GOFFICE OF THE GENERAL COUNSEL

March 20, 2018

Re: Request for District of Columbia Tax Ruling
District of Columbia Sales and Use Tax and Gross Receipts Tax

BPear’

This responds to a request for a private letter ruling by . regarding the
applicability of District of Columbia (“District”) sales and use and gross receipts taxes to the

. You cannot rely on this ruting if the facts, law, or regulations subsequently change,

I ISSUES

. FACTS
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I, LAW & ANALYSIS

A. Sales and Use Tax

A sales tax is imposed under D.C. Code § 47-2002(a)

making a “retail sale™ or “sals at retaif” of tangible personal property and certain selected
services. The rate of such tax shall be 5.75% of the gross receipts from sales of or charges for

such tangible personal property and services.
property” means corporeal personal property o

For sales tax purposes, “langible personal
Fany nature. 1.C. Code Ann. §47-2001(s),

ot all vendors for the privilege of
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7 While the sales of digital goods are not
consideted sales of tangible personal property for District sales tax purposes, they may be
considered a taxable service as cither “data processing setvices” or “Information services,” (See
OTR Notice 2017-06) Under D.C. Code §47—2001(n)(1)(N)(£) the term “data processing
services” is defined as:

the processing of information for the compilation and production of records of
transactions; the maintenance, input, and ratrteval of information; the provision of
direct access to computer squipment to process, examine, or acquire information
stored in or accessible to the computer equipment; the specification of computer
hardware configurations, the evaluation of technical Processing characteristics,
computer programming or sofiware, provided jn conjunction with and to support
the sale, [ease, operation, or application of computer equipment ot systems; word
processing, payroll and business acgounting, and computerized data and
information storage and manipulation; the input of inventory control data for g
company; the maintenance of records of employee work time; filing payroll tax
returns; the preparation of W-2 forms; the computation and preparation of payroll
checks; and any system or application programuming or softwate,

Under D.C. Code §47-2001(@)(1M)(H) “Information services® is defined as;

“the furnishing of general or specialized news or current information, including
financial information, by printed, mimeographed, electronie, or eleeirical
transmission, or by wire, cable, radio wayes, microwaves, satellite, fiber optics, or
any other method in existence or which may be devised; electronic daty retriaval
or research, including newsletters, real estate listings, or finaneial, investment,
circulation, credit, stock market, or bond rating reports; mailing lists; abstracts of
title; news clipping services; wire services ; Scouting reports; surveys; bad check
lists; and broadcast rating services; but does not include: information sold to a
nhewspaper or a radio ot television station ligensed by the Federal Communication
Commission, if the information is gathered or purchased for direct use in
fiewspapers or radio or television broadeasts; charges to a person by a financial
institution for account balance information; or information gathered or compiled
on behelf of a particular client, if the information is of a proprietary nature to that
client and may not be sold to others by the person who compiled the information,
except for a subsequent sale of the information by the client for whom the
information was gathered or compiled.



B. Grosy Receipts Tax

Under D.C. Code § 47-250 01(a), each company that sefls or charges for “cable
television setvice, satellite relay television service, and any and all other distribution of
television, video, or radio service with or without the use of wires provided to subseribers or
paying customers” is subject to grogs receipt tax, For this purpese, “service® is. broadly defined
to include “basic servics, ancillary service, or other speotsl service, and any other charges related
to providing the services within the Digtrict of Columbia.” D.C. Code § 47-2501.01(a).

This letter is limited to the facts that were provided in your request, The tax treatment of
the services may be affected if additional or different material facts are presented. No opinion is
cxpressed or implied concerning the tax treatment of any item discussed in this letter except as
sxpressly stated herein. The analysis set forth herein ig based on the law and regulations
currently in effect and may be affected by future changes in those authorities. This letter does
not have the foree and effect of law and can be relied on only by the taxpayer whe requested it,

If you have any questions, please contast . 4, Assistant Ceneral Counsel, at
Sineetely,

Chief Counsel
Office of Tax and Revenue
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GOVERNMENT OF THE DISTRICT OF COLUMBIA
OFFICE OF THE CHIER FINANCIAL OFRICER
OFFICE. OF TAX AKD REVENUE
o

QFFICE OF THE GENERAY, COUNSEL

May 10, 2018

Re: Request for District of Columbia Tax Ruling
Disteict of Columbia Sales and Use Tax

Dear
This correspondence responds to your private letter ruling request regarding District of Columbia

(the “District”) sales and use tax. This ruling is based on the facts provided and current law,
You cannot rely on'this taling if the facts, law, or regulations subsequently change.

—— e b b = e

I. ISSUES

II. FACTS
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IV, CONCLUSION

This fetter is limited to the facts that wee provided in your request, The tax treatment of the
services may be affected if additional or different materig] faols arepreserited. No opinion {s ,
expressed or implied concerning the tax treatment of any item diseussed in this letter except as 5
expressly stated hersin, The analysis set forth horein is based on the law and regulations

cutrently in effect and may be affected by future changes in those authorities. ‘This leter does

not have the force and effect of law and can be relied on only by the taxpayer who requested it,

If you have anv questions, please contaet,” " Assistant General Counsel, at (202)
Sincerely,
Chiet Counset
Office of Tax and Revenue
5
{
3
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GOVERNMENT OF THE DISTRICT OF COLUMBIA
OFFICE OF THE CHIEF FINANCIAL OFFICER
OFFICE OF TAX AND REVENUE

CFFICE OF THE GENERAL COUNSEL

June 28, 2018

Re: Request for District of Cohumbia Tax Ruling
Distriet of Cofumbia QHTC Tax

Dear |

This responds to your request for a private Jetter ruling regarding whether
) ) is eligible to claim benefits as
Qualified High Technology Company (“QHTC™) in the District of Columbia (the “District™).
This ruling is based on the facts provided and current law. You cannof rely on this ruling if the
facts, law or regulations subsequently change.

L ISSUE

Whether s eligible o claim benefits as a QHTC under D.C. Code Ann, §47-
1817.01(5)(A)?

I,  FACTS
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. LAW

[ order for an entity to qualify as a QUTC in the District, th

¢ entity must meet the

following requirements as provided in D.C. Code Ann, §47-1817.01(5)(A):
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(i) Anindividual or entity organized for profit and leasing or
owning an office in the District of Columbia;

(i) Having 2 or more qualified employees in the Distﬁct; and

(iif) Deriving at least 51% of its gross revenues earned in the
District from:

(1) Internet-related services and sales, including website
design, maintenance, hosting, or operation; Internet-related
training, consulting, advertising, or promotion services; the
development, rental, lease, or sale of Internet-related applications,
connectivity, or digital content; or products and services that may
be considered e~commerce:

(II) - Information and communication technologies,
equipment and systems that involve advanced computer software

and hardware, data processing, visualization technologies, or

human interface technologies, whether deployed on the Internet or
other electronic or digital media, including operating and
applications software; Internet-related services, including design,
strategic planning, deployment, and management services and
artificial intelligence; computer modeling and simulation; high-
level software languages; neyral networks; processor architecture;
animation and full-motion video; graphics hardware and soltware;
speech and optical character recognition; high-volume information
storage and rettieval; data compression; and multiplexing, digital
signal processing, and spectrum technologies;

(Il1) Advanced materials and processing technologies
that involve the development, modification, or improvement of one
or more materials or methods to produce devices and structures
with improved performance characteristics or special functionat
attributes, or to activate, speed up, or otherwise altér chemieal,
biochemical, or medical processes, including metal alloys; metal
matrix and ceramic composites; advanced polymers; thin films;
membtanes; superconductors; electronic and photonic materials;
bicactive materials; bioprocessing; genatic engineering; catalysts;
waste emissions reduction; pharmaceuticals; and waste processing
technologies;

(IV) Engineering, production, biotechnology, and
defense technologies that involve knowledge-based control
systems and architectures; advanced fabrication and design
processes, equipment, and tools; propulsion, navigation, guidance,

L5
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nautical, aeronautical and astronautical ground and airborpe
systems, instruments, and equipment, including computer-aided
design and engineering; computer-integrated manufacturing;
robotics and automated equipment; integrated circuit fabrication

and test equipment; sensors; biosensors signal’

and image

processing; medical and  scientific instruments;  precision
machining and forming; biological and genetic research
cquipment; environmenial analysis, remediation, confrol, and
prevention equipment; defense command and control equipment;
avionics and controls; guided missile and space vehicle propulsion
units; military aircraft; space vehicles; and surveiilance, tracking,

and defense warning systems; or

(V) Electronic and photonic devices and components for
use in producing electronic, optoelecironic, mechanical equipment
and products of electronic distribution with interactive media
content, including microprocessors; logic chips; memory chips;
lasers; printed circuit board technology; electroluminescent, liquid
crystal, plasma, and vacuum fluorescent displays; optical fibers;

magnetic and optical information storage; optical

instruments,

lenses, and filters; simplex and duplex data bases; and solar cells.

IV, ANALYSIS

A. Distriet QHTC Qualifications; Office and Emplovees

B. District QHTC Qualifications: Gross Revenue

To qualify as 2 QHTC, a company must derive at least 51% of its gross revenue from any
of the enumerated activities listed under D.C. Code Ann. §47-181 7.01(S}A)iil). According to
the opinion in NBC Subsidiary WRC-TV, LLC v. District of Columbic Gffice of Tax and Reverue,

No. 14-AA-174 (D.C. Feb, 21, 2014), for purposes of the D.C, Code

Ann. §47-1817.01(S)(A)ii)

requirement that a company derive 51% of its revenue fiom an enumerated activity, “derive” is
properly defined to mean “io take, receive, or obtain especially from a specified scurce.”

(1) D.C. Code Ann. §47-1817.01(5)(4) i) (1)

Under D.C. Code Ann. §47-1817.01(5)(A)(iii)(1), qualified GEITC

activities are defined to include:
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Internet-related services and sales, including website design,
maintenance, hosting, or operation; Internet-related training,
consulting, advertising, or promotion services; the development,
rental, lease, or sale of Internet-related applications, connectivity,
or digital content; or products and services that may be considered
e-commeree.

LI

(2) D.C. Code Ann. §47-1817.01(5)(A) ) (x)

- Under D.C. Code Ann. §47-1817.01(S)(AEHXIT), qualified
QHTC activities are defined to include:

Information and communication technologies, equipment and
systems that involve advanced computer software and hardware,
data processing, visualization technologies, or human interface
technologies, whether deployed on the Intetnet or other electronic
or digital media, including operating and applications software:
Internet-related services, including design, strategic planning,
deployment, and management services and artificial intelligence;
computer modeling and simulation; high-level software languages;
newrs] networks; processor architecture; animation and full-motion
video; graphics hardware and software; speech and optical
character recognition; high-volume information storage and
reirieval; data compression; and multiplexing, digital signal
processing, and spectrum technologies,

C. District QHTC Qualification Exclusions

D.C. Code Ann. § 47-1817.01(5)(B) states that 51% of the income of a QHTC must not
be derived fiom the operation of an “on-line or brick and mortar retail store,” While there is no
definition of “retall store” in the D.C. Code, there are several definitions in D.C. Code Ann. §47-
2000 that are instructive. “Retailer” is defined under D.C. Code § 47-2001(1) to mean “every
person engaged in the business of making sales at retail,” .. Code Any, § 47-2000(m) defines
“retail establishment" as “any premises in which the business of selling tangible personal
property is conducted or in or from which any retail sales are made,”

62



V.  CONCLUSION

If you have any questions, please contact’ Assistant General Counsel, at .

Sincerely,

Chief Counsel
Office of Tax and Revenue
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GOVERNMENT OF THE DIST RICT OF COLUMBIA A
OFFICE OF THE CHIEF FINANCIAL OFFICER
OFFICE OF TAX AND REVENUE
s

OFFICE OF THE GENERAL COUNSEL

Aupgust 2, 2018

Re: Request for District of Columbia Tax Ruling
District of Columbia Sales and Use Tax

Dear
This correspondenee responds to yout private fetter tuling fequest regarding District of Columbia

(the “District™) seles and use tax. This ruling is based on the facts provided and current law.
Yeu cantiot rely on this ruling if the facts, law, or regulations subsequently change.

L ISSUE

Isther rexcludable from the saleg
price for purposes ef the Distriet’s sales and use tax?

L. © CONCLUSION

L. FACTS
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IV,  LAW & ARGUMENT

A sales tax is imposed under D.C. Code § 47-2002(a) upon all veudots for the priviiege of
making a “retatl sale” or “sale at retail” of all tangible personal propetty and ceftain selected
services. A corresponding use tax is imposed on every vendor engaging in business in the
District and by every putchaser on the use, storage, or consumption of any tangible personal
property and service seld or purchased at retail sale, D.C. Code Ann, § 472202,

A “retail sale” or “sale at retail” includes the sale of electricity. D.C. Code Ann §47-
2001(m)(1)(D). The sales of electrieity to non-residential customers ars subject o the District’s”
sales and use tax. However, gross receipts from sales of residential electricity by an electric
supplier are exempt from the sales tax, D.C, Code Ann § 47-2005024)(A).



The sales tax is imposed at a rate of 5.75% peteent of the gross receipts fom sales of or charges
for such tangible personal property and services, D.C, Code § 4?«2002(&). Gross receipts are
“the total amount of the sales prices of the retail sales of vendors, valued in money, whether
received in motiey or otherwise.” D.C, Code Amn § 47-2001(h). Seles price is defined as “Ii]he
total amount paid by a purchaser to u veridor as consideration for a retail sale, valued in money,
whether paid in money or atherwise.” D.C, Code Ann § 47-2001 (e)(1).

the OTR stated that “[w]hen retuilers accept coupon(s] as a patt of the selling price of a taxable
item, the valve of the coupon is exoludablefrom the tax as & cash discount, unless a third party
retmburses the retailer for the amount of the cougon.” D.C. Revenue Notiee No, 11/] 6/2001,

This letter is liraited to the facts that were provided in your request. No opinion s expressed or
implied concerning the tax treafment of any item discussed in this letter except as expressly
steted horoln. The analysis set forth herein is based on the law and regulations currently in effeq
and may bo affected by future changes in these authotities, This letter dees not have the force
and effect of law and can be relied on only ty the taxpayer who requested it,

L£ youhave any questions, please contact Assigtant General Counsel, at (202)
Sincerely,

Chief Counsei
Office of Tax and Revenue

~Inits Notice to District Refailers offeting Sales Tax Holiday Guidefines,
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GOVERNMENT OF THE DISTRICT OF COLUMBIA
OFFICE OF THE CHIEF FINANCIAL QERICER,
OFFICE OF TAX AND REVENUR

ok Aok

OFFICE OF THI GENERAL COUNSEL

October 12, 2018

Re: Request for Distrlct of Columbia Tax Ruling
District of Columbia Individual Income Tax

Dear |

This corresponilénce responds fo your private lettet ruling request regarding District of
Columbia (the “District) individual income tax, This ruling is based on the facts provided
and ourrent law. You cannot rely on this ruling if the facts, law, or regulations subsequently
change.

1. ISSUE

1. Is the District required to grant “injured spouse® protection to & spouse who files a
joint return with his or her spouse for non-tax debis?

II. FACTS
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I, LAW & ANALYSIS

An Income tax i imposed under D,C. Code §47-1806,03 upon all resident indivicuals,
Married District taxpayers may file o joint return or separately on the same return, D,C,
Code §47-1805.01(e). However, the filing status must be the game on both the federa|
and Distriot refurn. 7d. If a joint income tax retur is filed, OTR shall separate the amount
due 1o the spouse who owes delinquent taxes fiom the spouge who does not owe
delinquent taxes based upon the propottion of gross income of each spouse. D.C, Code
§47-4432,

OTR may offset all or part of g taxpayer’s District refund to satisfy debis resulting from a
default under a federal student loan program, D.C. Code §47-4431(c)2).

The District may grant *injured spouss’ status to the non-ligble taxpayer “for prior D.C,
texes, D.C. unemployment compensation debt, or child support,” Form D-40 Instructions,
Page 9, Debts resulting from a default under a federal student loan program are not listed
gs an eligible debt, .

The IRS may offset a taxpayer’s refund to satisfy a legally enforceable debt to any
federal creditor agency once it has received notice of the debt, Intemal Revenue Code
(“IRC”) §6402(d)(1). However, the term “injured spouse” or the auvthority to separate a
refind does not appear in the IRC, This authority detives from Title 31 of the Code of
Federal Rogulations, See IRM §25.18.5.1 teforencing 31 CFR 285.2(£). The IRS must
notify the federal oreditor agency that a payment has been made and the foderal creditor
agency shell pay an ameunt equal to the refond. 31 CFR 285.2(p),

The District conforms to the current varsion of the IRC where applicable. D,C. Code §47-
1801.04(28). In addition, the District confotths to severs] specific definitions found in the
IRC. See D.C. Code §47-1803.02(a) (definition of “gross income™) and D.C. Code §47.
1803.03(a)(1) (definition of “business expenses™). However, the Distriet does not
copform to other titles of the United States Code or the Code of Federal Regulations,
Therefore, the IRS has been granted the authority to recover the amount paid to an
“injured spouse” from the federal creditor agency, In contrast to the IRS, OTR doses not
have the ability to recover funds from & feders] creditor agency.

The granting of “injured spouse” protection for non-tax debts is by administrative gracs
and is not required by any provision in the D.C. Code, Therefore, OTR. &3 a matter of
administrative policy, requires the request for “injured spouse” protection be made with
the originally filed District tax retarn, so the refund can be separated before fimds are
transferred to the federal creditor agenoy,
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IV, CONCLUSION

Additionaily, the District does not canform to the federal “injured spouse” provedures
sinee they are contained in Title 31 of the Code of Badoeral Regulations, which is not
applicable to the Distriet, Moreover, the Distriet, unlike the IRS, has no authority to
recover funds dnce the portion of the refund has beeh sent to & creditor agency.

This letter is limited to the Facts that were provided in your request. The tax treatiment
of the products mey be affected if additional or different matorial Tacts are presented,
No opinion is expressed or implied concerning the tax treatment of any item diseusssd
in this letter except as expressly stated herein. The analysis set forth herein is based
on the.lew and regulations aqurrently in effect and may be affected by future changes
n those authorities. This letter does not have the force and. effect of law and can be
relied on only by the Company who requested it.

If you have anv questions, please contact . ", Assistent General Counsel, af

Sincerdly,

Cluei‘ Coungel
Office of Tax and Revenue
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GOVERNMENT OF THE DISTRICT OF COLUMEBIA
QFFICE OF THE CHIEF FINANCIAL QFFICER
OFFICE OF TAX AND REVENUE

OFFICE OF THE GENERAL COUNSEL

December 7, 2018

Re: Reguest for District of Columbia Tax Ruling
District of Columbia Estate Tax

Desr

This cerrespendence tesponds to your private letter ruling request regarding the District of
Columbia (the “District”) estate tax. This ruling is based on the facts provided and current
law. You cammot rely on this ruling i the facts, law, or regulations subsequently change,

I ISSU%R

L. Did the decedent’s estate have tangible personal property with » taxable sitas in the
District at the time of hig death?

II. FACTS
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I LAW & ANALYSIS

An estate-tax is fraposed under D.C. Code §47-3703, on the transfer of every
nonresident's taxable estato having ifs taxable sitos in the District, A nonresident is “a
decedent who was domiciled outside of the District at his death.” D.C. Code §47-
3701(8).

The taxable sifus of tangihle personal property is the place where the property is
customarily located at the time of the decedent’s death, D.C, Code §47-3701(124)(B).
The regulaticns expand on this definition and state, “[t]he taxeble situs of tangible
personal propetty which, by its nature, is readily movable shall be determined by the
Director from the facts of each. case.” .C, Mun. Regs, 9 §3703.7.

The Supreme Coutt of the United States has addressed the question of situg of artwork on
loan to & museum: in City Bank Farmers’ Thust Co. v, Schuader, 293 U.S. 112 (1934). Tn
this case, the Pennsylvania irheritance law imposed o tax upon fhe transfer by will or
intestate laws of personal property within the eommonwealth when the decedent is a
nonwesident at the time of his death, 74, at 116, Thomas B, Clarke, a resident of New
York, loaned paintings to a museum in Pennsylvania and died testate while they were on
exhibition there, /d, at 116, His will was admitted to probate in New York, and letters
testamentary issued to appeliant to which, as trustee, the residuary clavse fransforred the
pictures, I at 116.

The Court examined if the paintings had a taxable situs in Pennsylvania at the time of Mr,
Clarke's death or whether situs remained in New York because the paintings resided only
temporarily in Pennsylvenia, The Court concluded, “lby] sending them inte Pennsylvania
and by his omission to have them returned to New York and his lack of definite intention
ever so to da, Clarke failed to maintain an actual situs in New York and created one for
thetn in Pennsylvania.” I, at 121,

ey e
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The Court in Schnader cited to various cases supporting the principle thet more then one
state cannot tax, the same transfer of property, See Frick v, Pennsylvania, 268 U.S,
473,488-492 (1925); Safe Deposit & T, Co, v, Virginla, 280 U.8. 83, 93, and Farmers'
Loan & Trust Co. v. Minnesota, 280 U.8. 204, 210. The question in Frick was whether »
state of domicile could claim situs on tangible personal property located outside of its
borders, Frick v. Pennsylvania, 268 U.S. 488,

The Court found that:

No general principles of law are beitet settled, or more fundamental, than that the
legislative power of every state extends to all property within its borders, and that
only so far 8s the comity of that state allows can such property be affected by the
taw of any other state, The old rule expressed in the maxim mobilia sequentur
personar, by which personal property was regarded as subject to the law of the
owner's domioile, grew up in the Middle Ages, when mavable property consisted
chiefly of gold and jewels, which could be easily carried by the owner from place
to place, or secteted in spots known onty to himself, In modern times, since the
great increase in amount and variety of personal property, not immediately
connected with the person of the owner, that rule has yielded more and mote to
the lex gitus, the law of the place where the property is kept and used,

Id at 493,

The Court ultimately concluded that Pennsylvenia’s *]...] attempts to tax the transfer of
tangible personality having an actual situs in other states, contravenes the due process of
law clause of the Fourfeenth Amendment and is invalid.” 4, at 497, i
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The Supreme Court has held;

v,

But we do not find it necessary to discuss the issue thug raised, for it has been
repeatedly held by this Court that the power of testamentary disposition and the
privilege of nheritance are subject to state taxation and state regulation and that
regulatory taxing provisions, even though they produce inequalities in taxation, do
not effect an unconstitational taling of property, unless as was sald in Dane v,
Jackson, 256 1. 8, 589, 599 (1921) the taxing statute ‘results in such flagrant and
palpeble inequality between the burden imposed and the benefit recelved, as to
amount te the arbitrary taking of property without compensation[,,.]’

Stebbins v. Riley, 268 U.S. 137, 140-141 (1925),

CONCLUSION
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This letter ia limited to the facts that were provided in your request. The tax treatment
of the prodncts may be affocted ¥ additional or different material facts are presented,
No opinton is expressed or implied concerning the tax treatment of any item disenssed
in thisletter excopt a3 expressly stated herein, The analysis set forth herein is baged
on the law and regulations currently in &ffest and may be affected by future shanges
in those authotities. This letter does not have the force and effect of law and can be
relied on only by the estate which requested it.

Ifyou have any questions, pl eage contact , Assistant General Counsel, at

Sincerely,

Chief Coungel
Office of Tax and Revenue
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GOVERNMENT OF THE DISTRICT OF COLUMBIA
OFFICE OF THE CHIEF FINANCIAL OFFICER
OFFICE OF TAX AND REVENUE
* K %

OFFICE OF THE GENERAL COUNSE]L

Febuary 14, 2019

Re: Request for District of Columbia Tax Ruling
District of Columbia Qualified High Technology Company Tax Exemption

Dear .

This correspondence responds o your private lettes ruling request regarding the District of
Columbia’s (the “District”) sales and use tax exernption for Qualified Righ Technology
Companies (“QHTC”), This ruling is based on the facts provided and current law, You cannot
rely on this ruling if the facts, law, or regulations subsequently change.

I ISSUE
II. FACTS

IIf,  LAW & ANALYSIS

To qualify as a QHTC a taxpayer must: (i) be an individual or eltity organized for profit and
leasing or ewning an office in the District of Columbia; (if) have two or more qualified
employees in the District; and (iii) derive at least 51% of its gross revenues earned in the District
from QHTC agtivities. D.C. Code Ana. § 47-1817.01(5)(A).
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There are various tax benefits granted to QHTCs, One of these benefits is a sales tax exemption
for the purchase of computer software or batdware, and visuatization end human interface
technology equipment, including operating and applications software, computers, terminals
display devices, printers, cable, fiber, storage media, networking hardware, peripherals, anc{
modems purchased in connection with the operation of a QHTC. D.C. Code § 47-2005(31) and
D.C. Mun. Regs. 9 § 1111.,3, .

But for this special QHTC exemption, the gross receipts from the sale, lease, or rental of any
corpuier software ars taxable regardless of whether the software is “canned,” prepackaged, or
customized. D.C, Mun. Regs. 9 § 474.4. The Office of Tax and Revenue (“OTR”) issued ,
guidance, which concluded that both SaaS and treditional sofiware applications are both taxable
services, OTR Notice 201706, -

We think the same logic applies to this sales tax exemption, and, consequently, OTR will not
distinguish between SaaS and traditional software when applying the exemption in D.C., Code §
47.2005(31). o '

However, charges for maintenance, warranty services, and/or service calls are considered g
repair of personal propesty and are subject to sales and use tax, D.C, Mun, Regs. 9 §§ 464.1 and
464.3, Since, the sales tax exemption for QHTCs only applies for software, and, bec;mse
nilaintenance contracts are not software, the exemption would not apply to any maintenance
charges, :

V. CONCLUSION

This Tetter is limited to the facts that were provided in your request. The tax ireatment of the
products may be affected if additional or different material facts are presented. No opinion is
expressed of implied concerning the tax treatment of any item discussed in this letter except as
expressty stated hevein. The analysis set forth herein is based on the law and regulations

currently in effect and may be affected by future changes in those authorities. This letter does not
have the force and effect of law and can be relied on only by the estate which requested it,
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If yow have any questions, please contact Assistant General Counsel, at

Sincerely,

Chief Counsel
Office of Tax and Revenue
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GOVERNMENT OF THE DISTRICT OF COLUMBIA
OFFICE OF THE CHIEF FINANCIAL OFFICER

OFFICE OF TAX AND REVENUE
* &k *
T

R
OFFICE OF THE, GENERAL COUNSEL

February 21, 2019

Re: Request for District of Columbia Tax Ruling
Distriet of Columbia Sales and Use Tax and Gross Reveipts Tax

Dear Mr, Walts:

This correspondence responds to your private letter roling request regarding District of Columbia
(the “District™) sales and use tax. This ruling is based on the facts provided and current law,
You cannot rely on this ruling if the facts, law, or regulations subsequently change,

I. ISSUES

II. CONCLUSION
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HL FACTS
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V. LAW & ANALYSIS
A.  Application of Sales and Use Tax to

A sales tax is imposed under D.C. Code § 47-2002(a) upon all vendors for the privilege of
making a “retail sale” or “sale at retail” of tangible personal property and certain selected

services, For sales tax purposes, “tangible personel property” means corporeal personal property
of any nature, D,C. Code Ann, §47-2001(g).

A variety of services are also subject to District sales tax law, including delivery services, certain
data processing services, and information services,

Under D.C. Code §47-2001(n)(1)(N)) the term “data processing services” is defined as:

the processing of information for the compilation and production of records of
transactions; the maintenance, input, and retrieval of infortation; the provision of
direct access to computer equipment to process, examine, or acquire information
stored in or accessible to the computer equipment; the specification of computer
hardware configurations, the evaluation of technical processing characteristics,
computer programming or softwate, provided in conjunction with and to support
the sale, lease, operation, or application of computer equipment or systems; word
precessing, payroll and business accounting, and computerized data and
information storage and manipulation; the input of inventory control data for a
company; the maintenance of records of employee work time; filing payrol! tax
returns; the preparation of W-2 forms; the computation and preparation of payroll
checks; and any system or applieation programmiug ot software.

Further guidance is provided in D.C. Mun, Regs. tit, 9 8474.4, which states: *gross receipts from
the sale, lease or rental, or maintenance of any computer software shall be subject 1o the tax
regardless of whether the software is canned, prepackaged or eustomized.”

Examples of taxable computer software and software services include system software,
application software, computer programming, software modification, and software updating, Id,

Under D.C. Code §47-2001(m)(1)(N)(if) “Information services” is defined as;

“the furnishing of general or specialized news or current information, including
financial information, by printed, mimeographed, electronic, or electrical
transmission, or by wire, cable, radio waves, microwaves, satellite, fiber optios, or
any other method in existence or which may be devised; electronic data tetrieval
or research, including newsletters, real estate listings, or financial, investment,
circulation, credit, stock market, or band rating reports; mailing iists; abstracts of
title; news clipping services; wire services; scouting reports; surveys; bad check
lists; and broadeast rating services; but does not include: information sold to a
newspaper or a radio or television station leensed by the Federal Communication
Commissjon, if the information is gathered or purchased for direct use in
newspapets or radio or television broadcasts; charges to 5 person by a financial
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institution for account balance information; or information gathered or compiled
on behalf of a particular client, if the information is of proprietary nature to that
client and may not be sold to others by the person who compiled the information,
except for a subsequent sale of the information by the client for whom the
information was gathered or compiled,

The definition of retall sale includes the “sale of oy charge for any delivery in the District for
which a separate charge is made.” D.C. Code Ann, § 47-2001(n)(1)(Q). “Shipping and handling
charges shall be included as part of the sales price of the eligible itern, whether or not separately
stated. If multiple items are shipped on a single invoice, the shipping and handling charges shall
be proportionately allocated to each item ordered and separately identified on the inveica.” D.C,
Code Ann. §47-2001(p)(1),

As of January 1, 2019, the District of Columbia amended the definition of retail sale to include
the “sale of or charges for digital goods.” D.C. Code Ann, §47-2001(m)(1)(BB).

Digital goods are defined to include “digital audiovisual works, digital audio works, digital
books, digital codes, digital applications and games, and any other otherwise taxable tangible
personal property electronically or digitally delivered, whether electronlcally or digitally
delivered, streamed, or accessed and whether purchased singly, by subscription, or in any other
manner.” D.C. Code Ann, §47-2001(d-1), Digital goods do not include cable television service,
satellite relay television or radio subject to tax under 472501 .01 unless expressly included in the
definition of digital good. 24,

In general, D.C. imposes sales tax on the entire purchase price when a retailer bundles taxable
and exempt items, such as food and taxable personal property, and sells the bundle for ane price,
OTR's Guidance for Sales Concerning Food, Office of the General Counsel, 11/1/2002, If,
however, the sales price of the taxable items is less than 10% of the value of the bundle, then the
entire purchase price is exerapt from tax, J4,

B. Applieation of Sales and Use Tax to

A sales tax is imposed under D.C, Code § 47-2002(a) upon all vendors for the privilege of

making a "reteil sale” or “sale at retail” of tangible personal praperty and certain selected
services,
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The definition of “sale” and “selling” means “any transaction wheteby title or possession, or
both, of tangible personal property is or is {0 be transferred, including rental, lease, license, or
right to reproduce or use, for consideration.” D.C. Code § 47-2001 (q).

Transactions in which no considetation is exchanged do not constitute sales for District sales and
use fax purposes.

C. District Gross Receipts Tax

Under D.C, Code § 47-2501.01(a), each company that sells or charges for “cable television
service, satellite relay television service, and any and all other distribution of television, video, or
radio service with or without the use of wires provided to subscribers or paying customers” is
subject to gross receipt tax. However, as of January 1, 2019, sales of digital goods ate
specifically excluded from the gross receipts tax on providers of television, video, or radio
service provided the sales are subject to the sales and use tax. D.C. Code Ann. §47-2501.01(a).
As aresult, ag of January 1, 2019, sales of streaming video services will be subject to the sales
tax, and no longer subject to the gross receipts tax. Dist, of Columbia Revenue Notics No. 2019-

01, 01/02/2019.

This letter is limited to the facts that were provided in your request. The tax treatment of the
services may be affected if additional or different material facts are presénted. No opinion is
expressed or implied concerning the tax treatment of any item discussed in this letter except as
expressly stated herein. The analysis set forth herein is based on the law and regulations
currently in effect and may be affected by future changes in those authorities, This letter does
not have the force and effect of lawand can be relied on only by the taxpayer who requested it

If you have any questions, please contact Assistant General Counsel, at {202)
Sincerely,
Chief Counsel
Office of Tax and Revenue
7
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GOVERNMENT OF THE DISTRICT OF COLUMBIA
OFFICE OF THE CHIEF FINANCIAL OFFICER

OFFICE OF TAX AND REVENUE
*

OFFICE OF THE GENERAL COUNSEL

February 28, 2010

Re; Request for District of Columbia Tax Ruling
District of Columbia Franchise Tax

Dear |

This correspondence responds to your private lefter ruling request regarding District of Columbia
{the “District”) unincorporaied business franchise tax. This ruling is based on the facts provided
and curtent law. You cannot rely ox this ruling if the facts, law, or regulations subsequently
change,

I. ISSUE

I. FACTS

I, LAW & ARGUMENT

Under D.C. Mui, Regs. 117.13, gain (other than ordinary gain resulting from the recapture of
depreciation) or loss from the sale or other disposition of property that results in the terenination
of an unincorporated business subject to the unincorporated business franchise fax shall be
recognized and reported by the ownets of the business rather than by the business entity,
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Further, under D.C. Mun. Regs. 117.15 provides that depreciation required to be recaptured i
accordance with the District’s code and corresponding federal provisions shall be recognized and
reported hy and Lnincorporated business entity in the same manner and to the same extent as a
corpotation is required to recapture depreciation uader the Distriot’s code and the federal
provisions,

This letter is limited to the facts that were provided in your request, The tax freaiment of the
gain. may be affected if additional or different material facts are presented. No opinion is
expressed or implied concerning the tax treatment of any item discussed in this letter except as
expressly stated herein. The analysis set forth herein is based on the law and regulations
currently in effect and may be affected by future changes in those authorities. This letter does
not have the force and effect of law and can be relied on only by the taxpayer who requested it,

Please contact . ) o if you have further
questions, ‘

Sincerely,

Chief Counsel
Office of Tax and Revenue
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GOVERNMENT OF THE DISTRICT OF COLUMBIA
OFFICE OF THE CHIEF BINANCIAJ, OFFICER
OFFICE OF TAX AND REVENUE
X

OFFICE OF GENERAL CQUNSEL

April 12,2019

Re: Request for District of Columbia Tax Ruling
District of Columbia Sales and Use Tax

Dear
- This correspondence responds to your private letter ruling request regarding the

apvlicability of District of Columbia (the District) sales and vse tax for

This ruling is based on the facts
provided and current law. You cannot tely on this ruling if the facts, law or regulations

ISSUE

CONCL.USION
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ANALYSIS

The District exempts from sales tax gross receipts from szles to the United

States or an
instrumentality thereof." For the exemption to apply,

the charge must be directly incurred and

BD.C. Code Ann, § 47-2005 (2017); D.C. Mun. Regs. tit. 9, § 445 {1954},
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discharged by the United States, and paid for by a government check or purchase order made
directly to the vendor, '

To determine whether an organization is an instrumentality, the Internal Revenue Service
(IRS) has frequently applied a six-factor test,!5 The IRS considers the following six factors: 16

I. Whether the organization is used for a governmental purpose and performs &
governmental funciion.

2, Whether performance of ifs functions is on behelf of one of more states or political
subdivisions.

3. Whether there are any private interests involved, or whether the states involved have the
powers and interests of an owner.

4. Whether control and supervision of the organization is vested in public authority,

5. Whether express or implied statutory or other authority is necessary for ereation and/or
use of such an instrumentality, and whether such authority exists.

6. The degree of financial amtonomy and the source of jtg operating expenses.

Courts have generally relied on parts of the IRS’ six-factor test ag well, but occasionally
add, modify, or do not use some of the factors and will weigh factors variably at their oy
discretion.!” None of the factors necessarily control and determinations of individual cases are
based on a fotality of the factors,i® o ' o
. , Furthermore, determinations may not
. hecessarily be limited to these sfx factors.'” This analysis relies on parts of the IRS? six-factor
test, but takes into account other factors previously relied on by the courts as well.2 The factors
applied in this analysis include:

1. Whether the government created the organization.

2. Whether the organization performs a governmental function and acts on hehalf of the
government, .

Whether an enabling statute guides or otherwise circumscribes the entity’s actions.
Whether the government appoints the entity’s leadership, _
Whether control and supervision o the organization is vested in public authority,
The degree of financial autonomy and the source of its operating expensas,

S

' OFFICE OF TAX AND REVENUE, DISTRICT OF COLUMBIA SALES TAX EXEMPTION PAYMENT POLICY (2003},
(November 15, 2018), )
https:f/cn'.c{"o.dc.gc-v/sitesfdefault!ﬁ[es/dc/sites/on'fpublicatinn/attachmentsfsalesjax _payment_package,pdf,

" Rev. Rui, 57-128, 1957-1 C.B. 311, Rose v, Long Island R.R. Pension Plan, 828 F.24 910, 917-18 {(2nd Cir, 1987)
{citing to Rov, Rul, 57-128’s six-facior instrumentality test); Robinette v. Hunsecker, 212 Md. App. 76, 110 (Md, Ct.

Spee. App. 2013) (citing to Rev. Rul, 57-128s six-factor instrumentality test).

“Rev. Rul. 57-128, 1957-1 C.B, 311.

" Cf, Kentucky Emps. Ret. Sys. v, Seven Ciys. Servs., Inc., 901 F.3d 718, 726-30 (6th Cir. 2018) (cites to the 81
factor test in Rev. Rul. 57-128, but also applies modifications to the six-factor test to determine instrumenta] ity and
cites to ofher court cases where modifications were made to the six-factor test); /nt't Bank for Reconstruction anet
Dev. v. District of Columbia, 171 F.3d 687, 69091 (D,C. Cir. 1599},

8 Kentucky Emps. Ret. Sys. v. Seven Ctys, Servs,, Inc,, 901 F.3d 718, 726-30 (6th Cir, 2018).

¥ Id, at 727,

 Rev. Rul. 57-128, 1957-1 C.B. 311 Kentucky Emps. Ret, Sys, v, Seven Ctys. Servs,, Inc,, 901 F.3d 718, 726-30
(6th Cir, 2018),

89



1. Whether the Government Created the Qrganization
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2. Whether the Organization. Performs a Governmental Functi

on and Acts on Behalf of the

Covernment
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3. Whether an Enabling Statute Guides or Otherwise Circumscribes the Eatity’s Actions

4, Whether the Government Appoints the Entity’s Leadership
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3, Wheﬂ_u:r Qo_m;::ol End Supervision of the Organization is Vested in Public Authority
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”

6. The depree of financial anfonomy and the source ofits operating expenses
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The District exempts from sales tax sales of tangible personal property in which the
purehaser intends at the time of purchase to resell the prope:ty as is or intends at the time of
purchase to incorporate the property into another product for sale. There are three
cireurnstances in which & purchase of tangible personal property or taxable services is for resale:
(1) the purpose is to resell or rent the property in the same form; (2) the purpose is to incorporate
or attach the property into-another property for sale; and (3) the purchase is to use oy incorporate
taxable services into another service for sale,% The Distrlot defines “sale” as a transfor of title or
possession for consideration, %

% D.C, Code Ann, § 47-2001 (2015).

“D.C. Mun. Regs. tit. 9, § 414.5 (2017).

#D.C. Code Aun. § 47-2001 (2015).

® ACS State and Local Solutions, Ine. v, District of Columbia, No. 1832-02 (D.C., Super. Tax. 2005).

®“These two cases make it clear that it is not critical who holds title to the purchased items as between the Unjted
States and its contractor. Nor is.the degree of control over the contractor that the United States exercises with respect
to the putchases critical, The key factor is whose credit, between the United States and the contractor, is bound by
the purchasing agreement with the selier,” United Staies v, D, C., 669 F.2d 738, 743 (B.C. Cir, 1981) (citing to
United States v. Forst, 442 F.Supp. 920, 924 (W.D.VA, 1977,

nid,
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V. Conelusion

This letter is limited to the facts that were provided i your request, The tax treatment of
the products may be affected if additiona] o different material facts are presented. No opinion ig
cxpressed or implied concerning the tax treatment of any ifem discussed in this letter except as
expressly slated herein. The analysis set forth herein is based on the law and regulations
cuzrently in effect and may be affected by future changes in those authorities, This letter does not
have the force and effect of law and can be relied on only by fhe taxpayer who requested it,

82 For example, in 4 erospace, the California Court of Appeal specified that the contractor is exempt from sales and
uss tax because title ofthe purchased property passed to the Bovernment pursnant to an FAR title passage clause,
Similarly in Strayhor v, Raytheon E-Systems, the Texas Court of Appeals discussed whether the FAR title passage
clavse in the contract was sufficient to mee? with the PAR standards in order tq qualify the contractor for sales and
use tax exemption, Finally, in MeDonnel! Douglas the Missouri Supreme Court determined that Hile passed to the
goverrment with FAR title passage clauses in the sontract. See derospace at 11 13-14; Strayhorn v. Raytheon £-
Systems, Ine, 101 8.W.34 558, 565-66 (Tex, App. 2003Y; McDonnell Douglas Corp. v. Director of Revenue, 945
S.W.2d 437, 441 (Mo. 1997),

% Day & Zimmerman, Inc. v. Comproller, 519 8.W2d 106, 110 (Tex, 1075,

12
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GOVERNMENT OF THE DISTRICT OF COLUMBIA
OFFICE OF THE CHIER FINANGIAL QFFICER
QEFICE OF TAX ANDREVENUR

& %

OFFICE OF THE GENERAL COUNSEL

July 11, 2019

RE: Request for District of Columbia Tax Ruling

Dear

Thiy cotresponitdence responds to your private Istter ryling request regarding Distriot of Columbig
(the “Distiict™) sales tax. This ruling Is based on the facts provided and current law. You cannet
rely on €his ryling if the facts, law, or regulations subsequently change.

I TFACTS

IL  I88UES
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HL DISTRICT LAW

A sales tax is imposed upon all vendors for the privilege of making a “retail sale” or “sale 4t
retail” of, inter alia, certain selocted services, D.C. Code § 47-2002(a) (West 2001).

“Reetail saile™and “suls af rotail” inchudle an-enuietated list of taxable services, among which are
“rooms; lodgings, or accommodatiens fArnished to transients by any hotel,” DG, Code § 47
2001{()(NC).

A transietit” is a person Who occupiss or has the fight to OCGUpy afy room or rooms, lodgings or
agcolmngdgﬁcns for 4 period of 99 days or less during any one continuous stay. See D.C. Cods §
47.2001(v-1}; D.C. Mun, Regs. tit. 9§ 446.1. ‘

Cherges foi tooms contracled for 91 or mors contitioig days are not subject to the Distriet sales
tax ftom the fisst day of the contract, Rooms siot covered by the contract ave subjeet to Distiiot
sales tax. Seg OTR's Position for Sales Tax Coneetning Hotels, 11/01/2002.

In the District, = person dees not have to exereise fheir tight to oceupy inorder to qualify for.
exemption., See Sgiiare. 345 Lid. P 'ship v. Disgriet of Colambia, 937 4241020, 1024 (D.C.
2007), In Square 345, deferidant hotel was required to pay sales taxes on attrition fees, even
though iis elients who contracted for a room blask did not aotually oceupy the rooms that were
held: for them fo reserve. Jd. That the clients did not actually exeroise thefr right to oCCHpY I8
imimaterial for sales tax purposes, becauge they had the exclusive ¢ ght to.oceupy upon
reseivation, Jd.

Under'D-rQ. Code Ann, § 47-2020, any sales tax that has been efrozeously collected will be
refynded if aefund application is made within three years of payment. A refimd application
may be made by the person upsn whom such tax was imposed and who has actually paid the tex.
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When a fefusid 'aj_a,pl-i'cjati:onis_iﬁade.'b..y aveadoi who has celle : ! |
actual efund ot moneys shall by made fo such vendor, vt be shall fizst estailish hat the
vetidor has tepaid to fhe purchriser the amotinf for which the application for refund is made,

. IV, APPLICATION AND CONCLUSIONS

. oo UnderDistriot1aw, hiote] ooms
vented for & period of longer than 90 days are exempt from taxation, See[D.C. Cote § 47-
200Hm)(1)(Cy; D.C. Code § 47-2001(v-1); D.C. Mun. Regs. tit. 9 §446.1, -

oted refmbursement of sales tax, no
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This letter is limited to the ficts that were provided in your request. The tax treatment of the
services may be affected 1T additional or different matesis] facts are presented, No qpintan is
expressed of implied Soncertiing the tax treatrivert of any iters discussad in this letter exeept as
expressly stated herein. Tho analysis set forth herein is based on the law and regulations
currently in effect and may be affected by futare changes in those authorities. This letter does

not have the force and effect of law and can be relied of only by the taxoaver who requested it.

Sinoerely.

Chief Gmtﬂs@l)
Office of Tax and Revenye
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GOVERNMENT OF THE DISTRICT OF COLUMBIA
OFFICE OF THE CHIEF FINANCIAL OFFICER
OFFICE OF TAX AND REVENUE

OFFICE OF THE GENERAL COUNSEL

July 15, 2019

RE: Request for District of Columbia Tax Ruling

Dear

This correspondence responds to your private letter ruling request régarding District of Columbia
(the “District”) sales tax. This ruling is based on the facts provided and current law, You cannot
tely on this ruling if the facts, law, or regulations subsequently change.

L FACTS
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0. JISSUE

L CONCLUSION

IV, DISTRICT LAW

A sales tax is imposed under D.C, Official Code § 47-2002(a) upon all vendors for the privilege
of making a “retall sale” or “sale at retail” of tangible personal property and certain selected
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services. For sales tax purposes, “tangible personal property™ means corporeal personal property
of any pature, D.C. Official Code § 47-2001(s). ,

The District of Columbia includes in the definition of retail sals the “sale of or charges for digital
goods.” D.C. Official Code § 47-2001(n)(1)(BE),

Digital goods are defined to include “digital audiovisual works, digital audio works, digital
boos, digital codes, digital applications and games, and any other otherwiso taxable tangible
personal property electronically or digitally delivered, whether electronically or igitally
delivered, streamed, or accessed and whether purchased singly, by subseription, or in any other
manner” 1.C. Official Code § 47-2001(d-1), Digital goods do not include cabls television
setvice, satellite relay television or radio subject fo tax under § 47-2501.01 unless expressly
inchuded in the definition of digital good. 4.

A variety of services are also subject to District sales tax law, including data processing services
end information services.

Under D.C. Official Cede § 47-2001()(1}N)() the term “data processimg services” is defined
as: ‘ ‘

the processing of information for the compilation and production of records of
transactions; the maintenance, input, and reitieval of information; the provision of
direct access to compuier squipment to brocess, examine, or acquire information
stored in or sceessible to the computer equipment; the specification of computer
hardware configurations, the evaluation of technical processing characteristics,
computer programming or software, provided in conjunction with and to support
the sale, lease, operation, or application of cemputer equiproent or systems; word
processing, payroll and business accounting, and computerized data and
information storage and manipulation; the input of inventory control data for a
company; the maintenance of records of employee work time; filing payroll tax
returns; the preparetion of W-2 forms; the computation and preparation of payroil
checks, and eny system or application programming or software.

Further gnidance is provided in D.C, Mun, Regs. tit. 9 §474 4, which states: “gross receipts from
the sale, lease or zental, or maintenance of any computer software shall be subject o the tax
regardless of whether the software is canned, prepackaged or customized,”

Exampies of taxable computer software and sofiware services include system software,
application software, computer programming, software modification, and software updating, /4.

Under D.C. Official Code § 47-200 (n)(1)Y(N)(E) “Information services” is defined as:

“the furnishing of general or specialized news or currerit information, including
{inancial information, by printed, mimeographed, electronic, or electrical
transmission, or by wire, cable, radio waves, microwaves, satellite, fiker optics, or

arty other mathod in existence or which mey be devised; electronic data retrieval
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ot research, including newsletters, real estate listings, o financial, investment,
circulation, credit, stock market, or bond reting reports; mailing lists; abstracts of
title; news clipping services; wire services; scouting reports; surveys; bad cheek
lists; and broadcast rating services; but does not include: information sold to a
newspaper or & radio or television station licensed by the Federal Communication
Commissicn, if the information is gathered or purchased for direct use in
newspapers or radic or television broadeasts; charges to a person by a financia)
institution for account balance nformation; or information gathered or compiled
on behzlf of a particular client, if the information is of g proprietary nature to that
client and may not be sold to others by the person who compiled the information,
except for a subsequent sale of the information by the client for whom the
infortation was gathered or compiled,

In general, D.C. imposes sales tax on the entire purchase price when a retailer bundles taxable
and exempt items, such as food and taxable personal property, and sells the bundle for one price.
OTR's Guidance for Sales Concerning Food, Office of the General Counsel, 11/1/20072. If,
however, the sales price of the taxable items is loss than 10% of the value of the bundle, then the
entire purchase price is exempt fiom tax. /4,

V. APPLICATION

This letter is limited to the facts that were provided in your request. The tax treatment of the
services may be affected if additional or different material facts are presented. No opinion is
expressed or implied concerning the tax treatment of any item discussed in this letter except as
expressly stated herein. The analysis set forth herein is based on the law and regulations
currently in effect and may be affected by future changes in those authorities, This letier dosg
not have the force and effect of law and can be relisd ont only by the taxpayer who requested i,
- W vou have any questions, please contact . Assistant General Counsel, at (202)

Sincerely,

Chief Coungel
Office of Tax and Revenye
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