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You inqt:ire abcut the Massachusetts tax consequences of 
certai� data ?rocessir.g and distribution transactions to be 
1..L.1ce�taken by your client, a corporation organized in the 
United Kingdo:.1 ("Corporation") • 

T�e Corporation will own or lease computer equipment 
("t:S C�mputer") that will be operated by an independent con
trac::o= ("Operator"} uncer an agreement with the Corporation. 
The e��ipment will be operated either in Massachusetts or in 
anctr_e= state. (For purposes of this ruling it is assumed 
that the equipment �ill be operated in Massachusetts.) 

All of the equipment was purchased or leased in the 
United Kingdom. Some of it was purchased or leased several 
years ago for use in the United Kingdom. The remainder was 
purcr-ased or leased for use in the transactions about which 
you inquire, but at the time of purchase or execution of the 
lease the Corporation had not decided where in the United 
States the equipment would be located. 

The data entered into the US Computer will be supplied 
not by the Corporation or the Operator but by third parties 
("Info::mation Providers") who, under contracts with the Corpo-
ration executed in the United Kingdom, will pay the Corpora

tion i� London for the right to have the information placed 
in tr:e US Computer. (The information will also be placed in 
cocp�ters in the United Kingdom and elsewhere o ) 
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The data will be entered into the US Computer (1} over 
teleco:nmunications lines or (2} by use of magnetic tapes 
delivered to the Operator by the Information Providers. 

I:1ce?e!1dent marketing organizations ("Marketing Organiza
tions"} will execute contracts in the United Kingd6m with the 
Co=poration for the right to market information in the compu
ter systen. Each Marketing Organization will sell access to 
the information to customers in its territory. It will pay 
the Corpo::ation a charge for each customer's "accesses" to 
the co�puter system. In addition, it will collect customer 
payments for data and remit them to the Corporation, which 
will remit them in turn to Information Providers. The Market
ing Organizations and the Corporation will receive commissions 
on sue� paynents. 

The data furnished to customers will range from inforrna
ticn of general business interest to personal or individual 
in:o.:::-:r.aticn of i�terest only to a single customer. Customers 
will receive the data at computer terminals on their premises; 
the :.n::or:.:-.ation ;.;ill either be displayed on a screen or printed 
at t:-.e terminal_, at the discretion of the customer. 

T�e Corporation �ill not own or lease real property in 
�assac�usetts, nor �ill it have any employees located in the 
C or.:nc n·,.;e al th . 

T�ere ��y be a Marketing Organization whose territory 
inclt.:des !-�assachi.:setts, and there may be customers located 
in �assachusetts. 

(l} Ycu i�quire whether the Corporation's charges 
to Inforr.-.ation Providers for the right to 
place information in the US Computer will be 
subject to r-�assachusetts sales or use taxes. 

!-�assachusetts C-eneral Laws Chapter 64H, Section 1(13} (c) 
provides that "sales" subject to tax do not include professional 
or �ersonal service transactions which involve no sale or which 
involve sales as inconsequential elements for which no separate 
charses are made. 

3ased on the fo�egoing, it is ruled that the Corporation's 
char�es to In:o::wation Providers for the right to place informa
tic:1 in the US Co�puter will not be subject to Massachusetts 
sales or use ta){es. 
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(2) You L,quire whether the use tax will apply to
Infor:natioJ Providers' storage or use of data
in Massachusetts.

c�a?ter 6�I, Section 2 imposes an excise on the storage, 
·1se or other consu:::ption in Massachusetts of tangible personal
?roperty purc�ased for storage, use or other consumption in
!/.assachusetts, at �he rate of five per cent of the sales price
of the property. In determining the sales price, no deduction
may be taken on account of the· cost of materials used or labor
or service cost, a_�d any amount paid for any services that are
a part of the sale �ust be included. Chapter 64H, Section 1
(14) •

It is presU1:.ed that tangible personal property shipped or 
brought into �assacr.usetts by a purchaser within six months 
after its purchase �as purchased from a retailer for storage, 
use or other consu::iption in Massachusetts. Chapter 64I, Sec
tion 8 (f) . 

For purpos�s of both the sales and use taxes, "sale" in
cludes t�e produci�g, fabricating, processing, printing or 
i�printi�g of ta�g�ble personal property for a consideration 
for co�s:1rr.ers w�o =urnish either directly or indirectly the 
materials used. C�apter 64H, Section 1(12) (b); Chapter 64I, 
Section 1 (1) . 

Based on t�e =oregoing, it is ruled that: 

(.a} !;either the entry of data into the US 
Co��uter over telecommunications lines 
nor-tbe mere storage of information in 
the co�?uter without the use of tangible 
nedia will be subject to tax. 

(b} !f cagnetic tapes purchased for storage 
or �se in Massachusetts are shipped or 
bro�gbt into Massachusetts by Informa
tion ?roviders, a five per cent use tax 
will ap?ly. If the Information Provider 
buys a tape and itself records the in
::o::i::.ation on it, the "sales price" on 
which the tax is based will be the charge 
to t.�e Information Provider for the tape. 
If the Information Provider pays a second 
pa�ty to record information on a tape 
pu=chased by the Information Provider 
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fro� a third party, the tax will be 
based on the third party's charge for 
the tape plus the second party's charge 
for recording the information on it. 
If a single party records the informa
tion on the tape and transfers the tape 
with the information recorded on it to 
the Information Provider, the tax will 
apply to the entire charge for the tape 
wit� the information recorded on it. 

(3) You inquire whether the sales tax will apply to the
Corporation's charges to :Marketing Organizations
for customer "accesses" to the US Computer or to
Info:r:nation Providers' charges to customers for
t�e :urnishing of information at terminals in
Massc.chusetts.

C:1a?ter 6�H, Section 1 (12) (f) defines "sale" as includ-

"/t\he furnishing of in forrna tion by 
printed, mimeographed or multigraphed 
�a�ter or by duplicating written or 
printed matter in any other manner, 
inclucing the services of collecting, 
co�piling or analyzing information of 
any kind or nature and furnishing 
re?orts thereof to other persons, but 
exclucing the furnishing of informa
tion �hich is personal or individual 
in nature and which is not or may not 
be substantially incorporated in 
re?orts furnished to other persons," 

but "sale at retail" does not include professional or personal 
service transactions which involve no sale or which involve 
saies as inconsesuential elements for which no separate charges 
are □ade. Chapter 64H, Section 1 (13) (c) • 

Based on the foregoing, it is ruled that the Massachusetts 
sales ta.x will not a?ply to the Corporation's charges to Market
ing Org�-iizations for customer "accesses" to the US Computer or 
to I�f�rmation Providers' charges for information provided at 
ter.ni�als in �assachusetts, whether the information is displayed 
o� screens or printed at the terminals.
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(4) You inquire whether the use tax will apply to
��e Corporation's storage or use of the US
Co�puter in Massachusetts.

Eased on Cl:apter 64I, Sections 2 and 8 ( f) · ( see Question 
(2)) , it is :uled that: 

(a) T�e use tax will apply to the Corpo-
ration's use in Massachusetts of

any portion of the US Computer leased
in the United Kingdom. Each lease
payment corning due {whether or not
pay:nent is actually made) will con
stitute a separate "sale" for purposes
of the tax; the tax will be imposed
on each lease payment that comes due
while the equipment is in Massachusetts,
as Nell as any payment that comes due
before the equipment is brought into
Massachusetts, if the payment is for
a period during which the equipment
will be bro�ght into Massachusetts.

(�) T�e use tax will not apply to the 
Cor:>oration's use of that portion of 
the US Computer purchased several 
yea=s ago for use in the United 
Kin;don. 

(c) If a portion of the US Computer is
sto=ed or used in Massachusetts with-
in six months of its purchase by the
Cor?oration, it will be presumed that
its storage or use is subject to tax.
The Corporation can rebut this presump
tio� by establishing that at the time
of_ ?Urchase it did not contemplate
storing or using the equipment in Massa
chusetts.

(5} You in�ire whether the sales tax will apply to the 
Ope=a�cr's charges to the Corporation for operating 
t�e CS Computer in Massachusetts. 

Baset on Chapter 64H, Section 1(13) (c) (see Questions 
(1) an:i (3)), the Nassachusetts sales tax wilr-i1ot apply to the
O?erat�r•s charges for the service of operating the US Computer
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in �assachusetts. 

(6) You inquire whether the Corporation will be
subject to the Massachusetts corporate excise
if it undertakes the described transactions.

Every foreign corporation exercising its charter, or 
qual�fied to do business or actually do1ng business in Massa
chusetts, or ow-ning or using any part or all of its capital, 
plant or any other property in Massachusetts, must pay a 
Massachusetts co=porate excise. Chapter 63, Section 39. 
"Foreign co:=-poration" means every corporation, association 
or o=ganization established, organized or chartered under 
la�s othe� than those of the Commonwealth (with exceptions 
not he=e =elevant), for purposes for which Massachusetts 
corporations �ay be organized under Chapter 156, 156A, 156B 
or 180 of t�e General Laws, which has privileges, powers, 
righ�s or i��unities not pcssessed by individuals or partner
shi�s. Cha�ter 63, Section 30(2). The excise is due and 
pay�le on �r.y o:ie cf three incidents, including "/t\he m .. rning 
or usi�g any ?art o= all of its capital, plant or other prop
erty i:i t2e co:c."1\�nwcal th in a corporate capacity." Chapter 
63, Se:=tion 39. 

Eased on the fc=egoing, it is ruled that if the Corpo
rat�o:i ur.derta..kes the transactions described herein, it.will 

be s--.:bject to the �-:assachusetts corporate excise. The excise 
eq�a�s t.�e greater of (1) $228 or (2) the sum of: 

(a) 9.5 per cent of net income allocated to
�!ass acr.-.is et ts; and

(b) $2.60 per $1,000 upon the value of its
tangible prop�y not subject to local
taxation and situated in Massachusetts
on the last day of the taxable year in
the case of a tangible property corpo-

ration, or its net worth allocable to 
�assachusetts in the case of an intan
gible property corporation. Chapter 63,
Section 3 9. (Enclosed are copies of
Chapter 63, Section 38, which explains
how corporate income is apportioned to
�1assachusetts, a..T1d Chapter 63, Section 30,
?aragra?hS (10} and (11), which distin
guish tangible and intangible property
cor?orations.)



- 7 - May 27, 1981 

(7) You inquire whether personal property tax will
be assessed against the US Computer owned or
leased by the Corporation.

All real and personal property situated in Massachusetts 
is subject to local taxation unless expressly exempt. Chapter 
59, Section 2. 

Chapter 59, Section 5, Sixteenth (2) (b) provides that all 
prcperty owned by a foreign corporation is exempt from local 
taxation, except for: 

"real estate, poles, underground 
co�duits, wires and pipes, and 
machinery used in the conduct of 
the business, which term ••. shall 
not be deemed to include stock 
in t�ade or any personal property 
di=ectly used ... in any purchasing, 
selling, accounting or administra
ti•;e function." 

T�e Supreme Judicial Court of Massachusetts has held that 
a co�p�ter ne�ory drum owned by a taxpayer and used at its 
place of business to receive and store stock market information 
and to tr�1smit the information to its customers through remote 
co1::p1.: ter terrr.ina�s v."as neither "stock in trade" nor machinery 
"directly used in any purchasing, selling, accounting or admin
istrative function," within the meaning of the cited exemption. 
Ultrcnic Systems Corporation v. Board of Assessors of Boston, 
355 !•:ass. 284 {1969). However, office equipment leased by a 
dowestic business or foreign corporation in the business of 
leasing such equipr.tent is· "stock in trade" exempt from local 
taxes. New England Mutual Life Insurance Co. v.· City of Boston, 
321 Kass. 683 (1947). 

All property owned by a domestic or foreign manufacturing 
corporation as defined in Chapter 63 is exempt.from local taxa
tion except for =eal estate, poles and underground conduits, 
wires and pipes. Chapter 59, Section 5, Sixteenth (3). A 
computer "time-sharing" business is not a manufacturing corpo-

ration within the meaning of this exemption. First Data Corpo
ratio:i v.- State Tax Commission, 371 Mass. 444 {1976). 

Based on the foregoing, it is ruled that 
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(a) any part of the US Computer situated in
the Corr.monwealth and owned by the Corpe-
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ration will be subject to Massachusetts 
local taxation; but 

(b) any part of the US Computer leased to the
Corporation will be exempt from Massachu
setts local taxation.
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truly yours, 

��1�J
Commissioner of Revenue 
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