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New Massachusetts Tax Law Affects Information
Technology Providers Effective July 31, 2013

Massachusetts passed a new tax law, effective July 31, 2013, imposing a 6.25% sales and use tax on
certain information technology services including:

telecommunications services,

computer system design services, and

the modification, integration, enhancement, installation or configuration of standardized, aka,
pre-written, software (“software modification services”).

The law defines “computer system design services” as “the planning, consulting or designing of
computer systems that integrate computer hardware, software or communication technologies and are
provided by a vendor or a third party.” It appears the legislators were focused on taxing services
provided by companies that primarily provided computer system design services or software
modification services.

Based on a July 25" letter from the Chairmen of the Massachusetts House Committee on Ways and
Means and the Senate Committee on Ways and Means to the commissioner of the Massachusetts
Department of Revenue (“DOR”), the statute was intended to affect companies that fall within NAICS
codes 541511 and 541512. NAICS 541511 is used for companies primarily engaged in writing, modifying,
testing, and supporting software to meet the needs of a particular customer.

NAICS 541512 is used for companies primarily engaged in planning and designing computer systems that
integrate computer hardware, software, and communication technologies. The hardware and software
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components of the system may be provided by third parties or vendors or as part of the integrated
services. These companies often install the system and train and support users of the system.

However, based on the language of the statute itself, it is unclear whether the law is intended to
distinguish between mere staff augmentation, on the one hand, and IT services that remain under the
control or direction of the vendor, on the other hand. Understandably, many IT staffing and services
companies are concerned about the application of this new tax. The lack of clarity has generated a lot
of calls and inquiries to the DOR and to the offices of state senators and representatives.

Massachusetts announced this new tax in a technical information report, TIR 10-13, that was only
released on July 25th. Here’s a link: http://www.mass.gov/dor/businesses/help-and-resources/legal-
library/tirs/tirs-by-years/2013-releases/tir-13-10.html.

To comply with the law, as of July 31st a service provider is to invoice its customers for the new tax on
sales that are sourced to Massachusetts. Service providers are expected to report and remit the tax
online using Form ST-9 (and soon its successor ST-10) by the 20th day of the subsequent month, except
for July 31st transactions, which are due to be reported and remitted along with August transactions by
September 20, 2013.

If a business is determined to be responsible for collecting the tax, it will first need to register with the
DOR. This registration is done by an online registration using the DOR’s WebFile site at:
https://wfb.dor.state.ma.us/webfile/Business/Public/Webforms/Login/Login.aspx.

This GT Client Advisory was prepared by Ronan O’Brien, David Thomas and Jim Redding. Questions
about this information can be directed to:

Ronan P. O’Brien | 617.310.6037 | obrienr@gtlaw.com

David Thomas | 617.310.6040 | thomasda@gtlaw.com

Jim Redding | 617.310.6061 | reddingj@gtlaw.com
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Tax Advice Disclosure: To ensure compliance with requirements imposed by the IRS under Circular 230, we inform you that any
U.S. federal tax advice contained in this communication (including any attachments), unless otherwise specifically stated, was not
intended or written to be used, and cannot be used, for the purpose of (1) avoiding penalties under the Internal Revenue Code or
(2) promoting, marketing or recommending to another party any matters addressed herein.

This Greenberg Traurig Alert is issued for informational purposes only and is not intended to be construed or used as general legal
advice nor as a solicitation of any type. Please contact the author(s) or your Greenberg Traurig contact if you have questions
regarding the currency of this information. The hiring of a lawyer is an important decision. Before you decide, ask for written
information about the lawyer’s legal qualifications and experience. Greenberg Traurig is a service mark and trade name of
Greenberg Traurig, LLP and Greenberg Traurig, P.A. *Operates as Greenberg Traurig Maher LLP. **Greenberg Traurig is not
responsible for any legal or other services rendered by attorneys employed by the strategic alliance firms. +Greenberg Traurig’s
Mexico City office is operated by Greenberg Traurig, S.C., an affiliate of Greenberg Traurig, P.A. and Greenberg Traurig, LLP.
coOperates as Greenberg Traurig LLP Foreign Legal Consultant Office. “Greenberg Traurig's Tel Aviv office is a branch of
Greenberg Traurig, P.A., Florida, USA. ~Greenberg Traurig’s Warsaw office is operated by Greenberg Traurig Grzesiak sp.k., an
affiliate of Greenberg Traurig, P.A. and Greenberg Traurig, LLP. Certain partners in Greenberg Traurig Grzesiak sp.k. are also
shareholders in Greenberg Traurig, P.A. Images in this advertisement do not depict Greenberg Traurig attorneys, clients, staff or
facilities. No aspect of this advertisement has been approved by the Supreme Court of New Jersey. ©2013 Greenberg Traurig, LLP.
All rights reserved.
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