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Mr. J--- P. G--I---, G--- & C----- --- --XXXX --- ---, Suite XXXX
--- ---, CA XXXXX
Re:

Combined L---/W--- M---, Inc.
SR -- XX-XXXXXX

Dear Mr. G---:
This is in reply to your latest letter you sent by fax dated September 28, 1994 regarding
the application of sales and use tax to charges by a vendor to Combined L---/W--- M---, Inc. (the
company).
You note that, although your two previous letters characterize the relationship between
the vendor and the company as the vendor’s leasing a computer system to the company, the
parties called the agreement a "service agreement". You also note the vendor does not take or
produce an actual photograph for the company. Rather, the vendor digitally stores the image on
a disk in the camera and the deletes the data after the process is complete. You then conclude
the vendor does not really transfer data to the company.
We believe that, if the vendor transfers possession of a computer to the company, the
transaction is a lease regardless of what the vendor and the company call their agreement.
Further, if the vendor stores the images on a disk and transfers those images to the company,
whether on a disk or by inputting the data containing those images into the computer possessed
by the company, the transaction is a sale subject to sales tax. (See Sales and Use Tax Reg. 1502,
Computers, Programs, and Data Processing, subds. (c)(2) and (c)(4).)
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As I noted during our telephone conversations, if you need further information, please
provide us with a detailed description of the facts of the transaction.
Very truly yours,

Ronald L. Dick
Senior Staff Counsel
RLD:plh
cc:

--- --- District Administrator - --

