OKLAHOMA TAX COMMISSION

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

October 5, 2000

Re:  Our file Number LR-00-206; Sales Tax on revenue received from
"collocation agreements".

Dear

This is in response to your inquiry concerning the sales taxability of certain
transactions you have defined as "collocation agreements". I have scanned into this letter
your fact situation and your question. Our response follows them.

FACTS

Collocation Description
As stated above, collocation is an exclusive license to occupy, access, and locate certain
telecommunication transmission equipment and cabling for the purpose of
interconnecting with transmissions network within a portion of a
owned facility. The portion of collocation space allocated to a customer is
accepted "as is", and makes no representation as to the fitness of the space
for the customer's intended use. Customers purchasing collocation can place their
equipment in a site, but they will not have a traditional lease with

Thus, the customer is not subjected to the rights or restrictions of a
traditional lease.

Customers initiate a request for collocation by completing a "Collocation Service
Request" document which tells what the customer needs, where they need
to collocate, and when the collocation will begin. Once this request is complete, a
collocation service order is processed which sets the formal requirements (See
Attachment A). Once signed, this document becomes the actual contract between
and the customer for a specific collocation site.
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Collocation agreements are granted to customers with a minimum network service
commitment. The customer is required to purchase a minimum amount of network
services per month per collocate rack. For purposes of calculating the revenue minimums,

totals the amount of network revenue billed to the customer and divides
the total by the number of racks ordered by the customer.

Rates and Charges

Collocation pricing is based on the length of the contract term the customer is requesting.
Contract terms can vary from 1, 3, or 5 years. Charges are payable on the effective date
of the collocation contract term and on the first day of each calendar month thereafter
during the term of the agreement.

Customer Responsibilities
Upon entering into a collocation contract with the customer is charged
with the following responsibilities:

Arrange for the shipping of their equipment to the chosen location.
Permanently mount all racks to the floor of the i facility and to the overhead
support structure.

Provide and install a direct current fuse panel in the rack. Appropriately terminate the
ground cable provided.

If needed, customer shall order telephone service directly from the local Bell and will
become the customer of record.

Carry Worker's Compensation Insurance complying with the laws of the state having
jurisdiction over each employee.

Carry Commercial or Comprehensive General Liability Insurance with minimal standards
set by

Carry Automobile Liability Insurance with minimal standards set by Corporation.

Improvements to Space

collocation customers may make material improvements to the space
they occupy with appropriate written approval. Customers may employ contractors of
their choice to perform these improvements. All fixtures, additions, and improvements
attached to or built onto, on or about the collocation space prior or during the term of the

service shall remain part of the space and shall not be removed by the customer at the end
of the service term.

QUESTION

Do collocation agreements constitute a non-taxable rental of real
property?

Our Response

collocation agreements do not constitute a transaction that is subject to
sales tax.



This response applies only to the circumstances set out in your request of
September 25, 2000. Pursuant to Commission Rule 710:1-3-73(e), this Letter Ruling
may be generally relied upon only by the entity to whom it is issued, assuming that all
pertinent facts have been accurately and completely stated, and that there has been no

change in applicable law.

If T can be of further assistance, please feel free to contact me.

Sincerely,
OKLAHOMA TAX COMMISSION
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Michael G. Pillow
Tax Policy Analyst



