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Summary

Michigan's tax agency issued guidance Monday explaining when sales and use tax applies to sales of software and
digital goods, saying precedent allows the state to tax software that is downloaded and delivered to a user inside
the state.

Body

Michigan's tax agency issued guidance Monday explaining when sales and use tax applies to sales of software and
digital goods, saying precedent allows the state to tax software that is downloaded and delivered to a user inside
the state.

The state Department of Treasury issued a bulletin incorporating law changes and court rulings since its last
bulletin on the topic was released in 1999. The bulletin said the department will determine whether software can be
accessed inside the state when deciding if tax can apply.

For mixed-use transactions involving both prewritten computer software and services, the department will employ
an "incidental to services" test outlined in state precedent to ascertain if a transaction is taxable, the bulletin said.
The test provides that if the transfer of software is incidental to the transaction, then the sale is not subject to tax.

The bulletin also said digital goods that aren't prewritten computer software, such as movie streams or music files,
are not subject to tax.

--Editing by Roy LeBlanc.
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