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Sales/Use/Indirect:
Tennessee: Letter Ruling Says On-Demand Online Classes are Taxable Specified
Digital Products

Letter Ruling No. 23-01, Tenn. Dept. of Rev. (3/9/23). The Tennessee Department of Revenue (Department)
issued a letter ruling concluding that a company’s membership fees for access to its online fitness classes are
subject to Tennessee sales and use tax as a bundled transaction that includes taxable specified digital
products. Specifically, the Department reasoned that the company’s pre-recorded on-demand classes are
taxable specified digital products under state law, and that the interactive nature of some of its offerings (e.g.,
its live, online instructor-led fitness classes) does not change the overall taxability of the entire transaction.
Furthermore, the Department explained that even if certain online live classes are deemed a “separate
product that is included in the sale,” the inclusion of nontaxable services in a bundled transaction that includes
taxable products does not cause the entire transaction to be exempt from tax. Please contact us with any
questions.

URL: https://www.tn.gov/content/dam/tn/revenue/documents/rulings/sales/23-01.pdf
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This communication contains general information only, and none of Deloitte Touche Tohmatsu Limited
(“DTTL"), its global network of member firms or their related entities (collectively, the “Deloitte
organization”) is, by means of this communication, rendering professional advice or services. Before
making any decision or taking any action that may affect your finances or your business, you should consult
a qualified professional adviser.

No representations, warranties or undertakings (express or implied) are given as to the accuracy or
completeness of the information in this communication, and none of DTTL, its member firms, related
entities, employees or agents shall be liable or responsible for any loss or damage whatsoever arising
directly or indirectly in connection with any person relying on this communication. DTTL and each of its
member firms, and their related entities, are legally separate and independent entities.
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