
TAX POLICY AND RESEARCH DIVISION PHONE ( 405) 521- 3133
TONY MASTIN, DIRECTOR FACSIMILE ( 405) 522-0063

June 13, 2000

Re: Our File Number LR 00- 21; Taxability of design and mailing of direct mail
advertising pieces and various services and products

Dear

This is in response to your request for an opinion on the questions in your inquiry of
January 10, 2000. Your questionnaire has been set out below, followed by our responses. 
Scenario #I

Client has the capability to develop an entire strategic marketing campaign. As an example, 
client will suggest that a clothing store with a new big man's section run a promotion. 

Strategy

To emphasize the new fall clothing line of client's customer, a number of potential clothing store
customers will be solicited to purchase from this line. Each will receive a letter with the details
of the promotion, a card carrier designed to look like a cover of and
inside a credit card with a value embedded for an undisclosed amount over a certain minimum. 

Implementation

Client will compose the text design for the stationary and the credit card. Client will produce or
acquire and assemble the pieces, perform lettershop services ( inserting, sealing, sorting and
stamping) and mail to the identified customers. Normally each process will be identified on the
invoice to the clothing store. 

Would the services to develop the strategy for the marketing campaign be taxable? 
Yes . No x
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carrier (provided the carrier is not also the purchaser) or by mail from a point in this state to a
point outside this state not to be returned to a point within this State". 

If the sale and processes occurred in another state, and some direct mail advertising pieces
were delivered in your state, would any tax be due? 
Yes x . No

If yes, based on what amount? 

Response: The proportionate amount of the total gross receipts of the sale of items mailed to
Oklahoma addresses including all components of the price resulting in the production and
sale of the goods. Only the cost of postage would be exempt. 

If the sale and processes occurred in your state, and some direct mail advertising pieces were
delivered in your state, some were stored in your state, and the majority delivered outside
your state would any tax be due? 

Yes x . No

If yes, based on what amount? 

Response: For the distribution in Oklahoma, sales tax would be due instead of use tax. The
advertising mail pieces distributed outside of Oklahoma would be exempted from Oklahoma
sales tax. The remaining charges would be subject to sales tax in Oklahoma if the
advertising mail pieces were not immediately transported outside Oklahoma but were instead
stored in Oklahoma and distributed outside piecemeal on an " as needed" or an " as requested" 
basis. See Commission Rule 710: 65- 13- 152. 1

Scenario 44

Client directs a trade partner to produce a financial newsletter. This newsletter is produced to
the specifications of client's customer. At the instruction of client's customer, client accepts
delivery of the newsletters for mailing: some of these are mailed to locations in your state, 
some are mailed to locations outside your state, and some are stored in your state for 60 days
and then destroyed. The cost of the financial newsletter is separately stated from the letter
shop services ( inserting, sealing, sorting and stamping). This newsletter is delivered free of
charge to the recipients. 

If the sale occurs in your state, would the newsletters retained and / or delivered by mail in
your state be taxable? 
Yes . No

Response: Generally, while use tax is due on the purchase price of goods brought into
Oklahoma, items exempt from sales tax are exempt from use tax and sales tax is not levied on
newspapers and periodicals. The financial newsletter would not have any sales tax liabilities
provided, the " financial newsletter" met the definition of periodical in Commission Rule 710: 65- 
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13- 190. For a definitive answer to this and the questions following, please provide a copy of thenewsletter so it can be determined if it is a periodical. 

If yes, which? 

Would the newsletters delivered by USPS in your state be taxable? 
Yes . No

Would the letter shop services be taxable? 
Yes No

If the only contact with your state were the receipt of the mailed pieces, would they be
subject to use tax, sales tax or neither? 

Use Tax Sales Tax . Neither

If the newsletters were purchased with tax paid to the vendor, would any tax be due? Yes . No

Scenario #5

Client contracts with advertising agencies. These agencies contract with their customers to
conceive, design, and format the direct mail advertising pieces for projects of the advertising
agency customers. Client may be responsible for producing or acquiring, as well as assemblingthe advertising pieces, in addition to the letter shop services ( inserting, sealing, sorting and
stamping) to complete the project for the agency. 

If the above scenario is one bundled transaction, is it a sale of service or a mixed transaction? Sale of service . Mixed transaction

Response: For all questions under this scenario, please be advised that bundled or mixedtransactions are not defined in the Oklahoma Sales Tax Code or Rules. Additionally, 
labor charges for installation, repairs or other special services are not taxable if the vendor
and vendee agree to them separately and they are disclosed as a separate line item on the bill
or invoice. Please see Commission Rule 710: 65- 19- 158 and 710: 65- 19- 159. 

If it is a mixed transaction, does your state charge sales tax only on sales of tangible personal
property? 

Yes x . No

If the charges in the above scenario are separately stated and itemized, would any be subjectto tax? If so, which specifically? 
Yes x . No
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If yes, which items? 

Response: For all questions in this scenario, if the advertising agency holds a sales tax
permit, the agency may make purchases of the advertising pieces exempt for resale to its
customers. See Rule 710: 65- 13- 200 and 710: 65- 7- 6. 

If the direct mail pieces are sold in your state and mailed into your state, would they be
considered taxable? 

Yes x . No

If these pieces are sold in another state but mailed into your state would they be considered
taxable if the agency has nexus in your state.? 
Yes x . No

If these pieces are sold in another state but mailed into your state would they be considered
taxable if the agency has no nexus with your state? 
Yes x . No

If the above scenario were between client and a merchant other than an advertising agency, would the answer
differ? How? Yes x . No

If yes, how? 

Response: The merchant would be the consumer of the products and would be taxable. This
scenario appears to be identical with scenario #2. 

Scenario 96

Client conducts a statement rendering or invoice rendering service, including outsourcing of the
billing function. Client receives data from their customer's accounts receivable department at
some recurring interval. Client will purge, sort, aggregate, and arrange data in a billing format.. 
This will be transferred to an invoice that client has on electronic image. These are imaged on to
the individual invoices, and client performs letter shop services ( inserting, sealing, sorting, and
stamping) for their customer. These finished statements are delivered to the USPS and may or
may not remain in your state. Assume this scenario occurs in your state. 

Is this a service transaction or a sale of property? 
Service transaction non taxable service Sale of property

Response: Please see Oklahoma Tax Commission Rule 710:65- 19- 28 and 710: 65- 19- 86 for
the following questions. 

Would this transaction be taxable if client billed the customer one lump sum? 
Yes . No x
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If separately stated, would any of the elements of.the transaction be subject to sales tax? 
Yes . No x

If yes, which items? 

If separately stated, would any of the elements of the transaction be subject to use tax? 
Yes . No x

If yes, which items? 

Assume the transaction in your state ends with the arrangement in a billing format. The data
is then transferred electronically to another state. Would any tax be due in your state? 
Yes No x

If yes, with respect to which items? 

If the scenario occurred in another state, would any part of a separately stated transaction be
taxable in your state? 

Yes . No x

If yes, which items would be taxable? 

Scenario # 7

Client has developed a process for customers to electronically access information imaged on to a
compact disc. Their customers only have capability to view the archived information, ( a

customer support function). Client retains the CD and no property is transferred to their
customers. 

Assuming the entire transaction occurs in your state, would any part be taxable? 
Yes No x

If yes, which portion? 

Would this be considered a data processing service? 
Yes if it meets the definition in Commission rule 710. 65- 19- 86. No

Would client owe use tax on the purchase of the CD's? 
Yes x , see subsection (b) of the above rule . No

If a client's customer views the information from a PC sitused in your state, but the diskette
resides on a server in another state, would any tax be due in your state? 
Yes . No x

If yes, with respect to which items? the computers, see subsection (b) of the same rule. 
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Ifthe data resides in aform other than a CD (ex. Data repository on a server, magnetic tape, 
etc), would the answer to any ofthe above questions change? 

Ifyes, please elaborate
no

This response applies only to the circumstances set out in your request of January 10, 
2000 and may not be relied upon by any entity other than the addressee. In the event of any
change in the facts surrounding the transaction described, this letter ruling would no longer
be applicable. You are further advised that subsequent statutory or administrative rule
changes or judicial construction of the statutes or rules upon which this advice is based may
yield a different result from that which is expressed here. 

Please find enclosed Commission Rules referenced. If I can be of further assistance, 
please feel free to contact me. 

Sincerely, 

Brenda J. Sullivan

Tax Policy Analyst

Enclosure


