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San ﬂ?nné!sco _ _

This is in rosponss to your memorandunm of
February 3, 1971.

Wo undors%and that taxpayor is the lessor of _
equipzent. Pursuant to taxpayor's "Losse Apgreorent for ~
Equipment" tazpayer's leases customers agroe that:

"Customer shall eator into and maintain
in forcs & standerd faintenanco Aprecment
) covorierg st least prime shift naintonance
of the m=chines. Customer will causs .
to kecep the nmachines in good workinz order
in accordance with the provisions of such
- MalntCenonco Asrecnent end to make all
necessary =djustrmionts gnd rcpeairs to the
machines, and Customor shall sllow acocass
to the machirnes for such purposes.
13 hereby authorized to accept tho diroctions

of Customer with rospect to such maintenance, N B
adjustrnen<ts and repsirs. Upon termination ' klg.ﬁ
of this AzTocmont or any Machine Schedule N
subjcct hereto for any reason, Customsr Aty

shall retzrn the machincs to ©553P in good
condition and repair, with all ongincering
changos p>escribed by prior to the

date of tormination incorporated therein,
rcagonabls weer agod tear only excepted.

®Charges for the Maintenanco Agrcement and .
all othor mailntenznco and servico charges, -
including installation ond diszmantling,
shall be Torne bz Customer, snd Cuatomer
agreos pr=uptly to reimburse §=., for any
= L]

amount thoreof paid by T o o
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\ In our lct*er of Jmo 26, 1970, in regard to .
s TETAT A o o —» WO rafo:rcd, at pago 3, to a
net lcasc” agrcenen®t usosd Dy wuXpayor where -
appointecd its lossco custonor "23 it3 agont to obtaln ma2intenance
scrvico fron " e concluded that under this type of szrecment

tho logsor is the prinocipol in supplyling tho malntcnonce scrvice.

That 15, wo concluded that under this type of ngrocacent the

Jessor is roquired to maintain the equipzent. Ve thua cams To

tho ultirmato conciusion taat charges for such services wore inoludable
in tho moasure of tox with respect to the rentals of the computer
equipment. In offect, we were applying CT3 Anno. 1536.50 to which
you have roferreds ' - s

- You have been lead to ask, upon considering this letter
in rogard to ww.uoa W ; _ : |

Would the tax spplication differ if no
principal cgent relationship exists?

- ¥We think that where, as in the . - sgrsemont, the lessor
does not dosignate the lessee as its agent in securing maintonance
service, the obligation to maintain the equipmont is the obligation
of the lescsco, not tho loasor, and that maintenance charges are
not includsble in tho measure of the taxX.

) In regard to thes - . greoment you spocillcally ask:
4 What is tho tex moolication if (e) lessee

pays dircetly to ..? (b) losseo reinburses
leasor for latter's payment to . 7T

Ao we have already indicated, under the # .. _greement’
the oblipation to maintain is, at loast on tho fack of the
agrecment, the obligation of the lossoo, Prcsumably tho customsr
would mako psymonts dircctly to « Such payments would not
bo subject to tzx. If paymeont 1ls mado dlroccily to 735, for
rcaittance to the pzayment would stlll remain not subject
to tho tox. If tho cuatcnmer is in fact roimbursing L5 0 for
7= -cost undor the maintoncnoe agvcoment, thoss facts would
tend to indlcate a "not lease cpreemcat of the type discussed
in s .~ and we would bo requircd to rcconsider tho question
as to whoso obligation it is to maintain tho equipment.

As you hawo no doubt gathored alrecady, the last sontence
of CT3 Anno. 15256,50 is still applicebles. In¢.. 7. Mo wore
atterpting to malzo tho initinl doterminatlion--wiicse obligation
was it to maintaln ths equipzont?

. It is our opinion thet the fact that tho agroemont
gposifies a named wmaintonanca compeny is immaterlal to the.
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applicetion of tho tax, assumlng that tho obligation to smecure
tho malntonance sorvice i3 the oblifation of tha lecages. If
sono master agroomont wero shown botwoen the lessor, horoc;ﬁf-‘
end the maintenance company, hore s undor which the lesasor
egrcod to roquiro its loscess to gecure nmaintenance contirzotsa

with tho malntenanea enmnnny, wo would havo to reconsicer this
quoastion. S
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