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Sales/Use/Indirect:
Pennsylvania DOR Addresses Taxability of Canned Computer Software, Digital
Goods, and Related Services

Taxability of Canned Computer Software, Digital Goods, and Related Services, Pa. Dept. of Rev. (10/24). The
Pennsylvania Department of Revenue (Department) posted lengthy guidance addressing the Pennsylvania
sales and use taxability of canned computer software, digital goods, and related services — including various
examples applying “the principles and concepts explained” such as the taxation of underlying costs of labor
and limitations of the custom software exclusion. The guidance states that canned computer software “by
definition and long-standing case law” is tangible personal property, and “the taxable portion of purchase price
includes the total paid in complete performance of the sale at retail.” In this respect, “a vendor is not allowed
to exclude the cost of labor or service from the purchase price of a sale at retail of tangible personal property.”
The guidance also explains that because Pennsylvania law taxes repairing, altering, mending, pressing, fitting,
dyeing, laundering, drycleaning or cleaning tangible personal property, “any charges for modifying or
configuring canned computer software is taxable as the alteration of tangible personal property regardless of
whether such modification or configuration is performed in conjunction with the sale of canned computer
software or not.” Regarding custom software, the Department states that the sale of custom software and any
related services to custom software is not subject to Pennsylvania sales tax — noting that custom software is
designed, created and developed for and to the specifications of an “original purchaser,” where the original
purchaser is “the first person for whom the custom software was designed, created, and developed, and to
whom it was transferred in a sale at retail.” Please contact us with any questions.

URL: https://www.revenue.pa.gov/TaxTypes/SUT/Pages/Canned-Computer-Software,-Digital-Goods.aspx
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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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Deloitte provides industry-leading audit and assurance, tax and legal, consulting, financial advisory, and risk
advisory services to nearly 90% of the Fortune Global 500® and thousands of private companies. Our
professionals deliver measurable and lasting results that help reinforce public trust in capital markets,
enable clients to transform and thrive, and lead the way toward a stronger economy, a more equitable
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countries and territories. Learn how Deloitte’s approximately 415,000 people worldwide make an impact
that matters at www.deloitte.com.
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