
WHO TO CONTACT DURING THE LIVE PROGRAM

For Additional Registrations:

-Call Strafford Customer Service 1-800-926-7926 x1 (or 404-881-1141 x1)

For Assistance During the Live Program:

-On the web, use the Chat function to send a message

If you get disconnected during the program, you can simply log in using your original instructions and PIN.

IMPORTANT INFORMATION FOR THE LIVE PROGRAM

This program is approved for 2 CPE credit hours. To earn credit you must:

• Participate in the program on your own computer connection (no sharing) – if you need to register 

additional people, please call customer service at 1-800-926-7926 ext. 1 (or 404-881-1141 ext. 1).  

Strafford accepts American Express, Visa, MasterCard, Discover.

• Listen on-line via your computer speakers.

• Respond to five prompts during the program plus a single verification code.  

• To earn full credit, you must remain connected for the entire program.

Multiple Points of Use: Applying for State Sales Tax 

Exemptions and Refunds

THURSDAY, OCTOBER 6, 2022, 1:00-2:50 pm Eastern

FOR LIVE PROGRAM ONLY



Tips for Optimal Quality FOR LIVE PROGRAM ONLY

Sound Quality

When listening via your computer speakers, please note that the quality 

of your sound will vary depending on the speed and quality of your internet 

connection.

If the sound quality is not satisfactory, please e-mail sound@straffordpub.com

immediately so we can address the problem.

mailto:sound@straffordpub.com


Recording our programs is not permitted. However, today's participants can 

order a recorded version of this event at a special attendee price. Please call 

Customer Service at 800-926-7926 ext.1 or visit Strafford’s website 

at www.straffordpub.com.

http://www.straffordpub.com/
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Notice

ANY TAX ADVICE IN THIS COMMUNICATION IS NOT INTENDED OR WRITTEN BY 

THE SPEAKERS’ FIRMS TO BE USED, AND CANNOT BE USED, BY A CLIENT OR ANY 

OTHER PERSON OR ENTITY FOR THE PURPOSE OF (i) AVOIDING PENALTIES THAT 

MAY BE IMPOSED ON ANY TAXPAYER OR (ii) PROMOTING, MARKETING OR 

RECOMMENDING TO ANOTHER PARTY ANY MATTERS ADDRESSED HEREIN. 

You (and your employees, representatives, or agents) may disclose to any and all persons, 

without limitation, the tax treatment or tax structure, or both, of any transaction 

described in the associated materials we provide to you, including, but not limited to, 

any tax opinions, memoranda, or other tax analyses contained in those materials.

The information contained herein is of a general nature and based on authorities that are 

subject to change.  Applicability of the information to specific situations should be 

determined through consultation with your tax adviser.
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I. Multiple points of use (“MPU”): Introduction
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History of Sales and Use Tax

• As technology constantly evolves, products sold today do not 

always fit the definition of taxable goods laid out by laws 

written yesterday.

• All states with a sales tax apply it to most “tangible personal 

property” (TPP).

• In recent years, states have tried encompassing digital 

products into existing laws.

• Some states do not tax digital products because they are intangible; 

other states treat intangible goods as TPP because they can be seen 

or experienced.

• Some states use existing laws as guidelines: If a product is taxable in 

its tangible form, then it is also taxable in its intangible form.

• The method of delivery is an additional factor when 

determining the taxability of digital goods in certain states.
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Multiple points of use (“MPU”)

• Multiple points of use (“MPU”) software is a result of 

various software use/licensing options that allow purchasers 

to access or use the software simultaneously by multiple 

users in multiple locations

• Where an invoice is billed, does not dictate where the product 

or service is used.

• MPU Exemption Certificates

• MPU Refund Opportunity
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Who are Users?

Traditionally, the purchaser’s employees who are in the 

software/service.

• May include accountants, programmers, customer service 

representatives, etc.

• There is often no specified definition for user, or method of 

allocation, so a logical and consistent approach must be 

applied.

• Generally, a state’s taxable portions is determined by the 

number of users in a taxing jurisdiction to users everywhere.
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II. Products and Services Qualifying for MPU 

Exemptions
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What can MPU apply to?

• Property

• Digital Products

• Custom made vs. Prewritten software

• Tangible media

• Services

• Software as a Service (“SaaS”)

• Data processing services

• Furnishing information reports, 

• Research services delivered online

• Title search services

• Video and audio streaming services
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Common MPU Purchases
• Digital Products: Digital products are intangible goods that exist in 

digital form. Digital products generally differ from streaming services 

as end-user needs to download the entire file of content before use.
• Example: Amazon Kindle eBook, Apple iTunes Songs and Movies

• Streaming Services: Services involving the transmitting of digital 

audio and/or video content while users listen and/or watch. 

Streaming services generally differ from downloading files as end-

user does not need to obtain the entire file for the content before 

watching/listen to it.
• Examples: Apple Music, Spotify, Netflix, LinkedIn Learning

• Cloud Computing (SaaS, PaaS, IaaS): A software licensing and 

delivery model in which a third-party provider hosts applications and 

makes them available to customers over the Internet. Software is 

often licensed on a subscription basis and is centrally hosted by the 

provider.
• Examples: Microsoft 365, Google Workspace, Dropbox, Zoom, Cisco WebEx
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Custom & Prewritten(canned) Software
Custom Computer Software

Custom Computer Software typically includes hours billed for a 

developers/programmer's work. If a state does not tax custom 

computer software, they may tax this work as a taxable service.

• Most states, however, do not tax custom computer software.

Custom Computer Software is specifically taxable in 12 states:

• AL, DC, HI, LA, MS, NE, NM, SC, SD, TN, TX, WV

We will be focusing more on prewritten computer software.
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Custom & Prewritten(canned) Software
Prewritten Computer Software

Prewritten Computer Software delivered on a physically medium 

is taxable in all jurisdictions that impose a sales and use tax:

• States are incorporating “prewritten computer software” into their 

definitions of “tangible personal property”. Some states use their 

definition of “prewritten computer software” to capture software and 

services.

Downloaded Prewritten Computer Software is taxable in 34

states:

• AL, AZ, CT, DC, HI, IL, IN, KS, KY, LA, MA, MD, ME, MI, MN, MS, 

NC, ND, NE, NJ, NM, NY, OH, PA, RI, SD, TN, TX, UT, VT, WA, WI, 

WV, and WY

Downloaded products differ from those offered over the cloud…
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Prewritten Computer Software Taxability
Delivered physically (tangible USB, disc, etc.)
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Prewritten Computer Software Taxability
Delivered electronically (downloaded)
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Digital Products Taxability
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States define this differently. When reviewing digital products make sure 

to understand the state’s definition and the transaction in question.



Taxability of Services Provided over the Cloud

Cloud Computing

• Cloud computing includes any subscription based or pay-per-use 

service that extends an entity’s existing information technology 

capabilities on a real-time basis over the internet generally without 

the need to download material. 

Services Provided Over the Cloud

• “SPI”; each service provides progressively more customer 

optimization

(S) Software-as-a-Service (“SaaS”)

(P) Platform-as-a-Service (“PaaS”)

(I) Infrastructure-as-a-Service (“IaaS”)

20
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Common Vendors Providing MPU 

Eligible Services

Example of vendors eligible for potential MPU exemption:

21

SaaS PaaS IaaS

- SAP Concur
- Zoom
- Microsoft
- Dropbox
- Tableau
- Alteryx
- Salesforce

- AWS
- Azure (Microsoft)
- Salesforce
- Google

- AWS
- Azure (Microsoft)
- Cisco Metacloud





Crossover Taxability Issues

• States that do tax cloud computing services, may tax one 

differently from another. 

• Most states that tax one cloud computing service (SaaS) will 

tax another (PaaS, IaaS) similarly, however, it’s important to 

identify what is being purchased as the following states may 

treat SaaS differently from PaaS and IaaS:

• IA, MA, MD MS, NM, NY, RI, SC, TN, and UT 
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Types of Cloud Services (1/3)

Software as a Service (“SaaS”)

A method of software distribution in which applications are 

hosted by a vendor and made available to customers over the 

internet.

• Includes fees and subscriptions paid for access to websites and 

applications. 

Taxable in 20 states:

• AZ, CT, DC, HI, IA, LA (eff. 01/23), MA, MD, MS, NM, NY, PA, RI, SC, 

SD, TN, TX, UT, WA, and WV
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Cloud Computing (SaaS) Taxability

25



Types of Cloud Services (2/3)

Platform as a Service (“PaaS”)

Complete cloud-based service that allows customers to rent 

virtual servers and related services that can be used to develop 

and test new software applications.

• Customer can store data, write code, test as well as launch 

applications. A customer-built application/program, will live on/in that 

PaaS. 

Taxable in 10 states:

• AZ, CT, DC, HI, LA (eff. 01/23), PA, SD, TX, WA, and WV (pending 

NE, OH, UT)
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Types of Cloud Services (3/3)

Infrastructure as a Service (“IaaS”)

Outsources storage, service, and networking components to 

customers, generally on a per-use basis.

• Allows customers to store data and run their business entirely off 

vendor provided remote servers. An environment is provided where 

the customer will install, configure, and facilitate/manage their own 

data, applications, websites, backups, etc.

Taxable in 10 states:

• AZ, CT, DC, HI, LA (eff. 01/23), PA, SD, TX, WA, and WV (pending 

NE, OH, UT)
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III. Sourcing Options
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Sourcing Options

• How do you source the purchase?

• Location of the server the software is downloaded 

onto?

• Location of the software users?

• Location of service?

• Purchaser’s business address?

• Guidance from the states varies:

• Most states do not provide a stringent process on 

sourcing options.

• Four states follow the Streamlined Sales and Use Tax 

Agreement (SSUTA) Guidance.

• Five states provide minor guidance or legislation.
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Streamlined Sales & Use Tax Agreement

SSUTA General Sourcing Hierarchy:

1. The seller’s business location if the product is received 

there;

2. The location of purchaser’s receipt of the product if known 

to the seller;

3. The customer’s address available from the seller’s books 

and records;

4. The customer’s address obtained at the time of sale, 

including the address of the payment instrument;

5. Or, if none of the above can be used, to the location from 

which the product was shipped or first made available for 

electronic delivery.
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IV. State approaches to exemptions
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States’ Models

States (that have addressed the issue) authorize multistate 

apportionment methods in either one of two general ways:

1. MPU exemption provisions modeled after the 

repealed SSUTA model (MA, MN, OH, WA).

2. Legislation or guidance ( NY, PA, TN, TX, UT).

However, most states have not addressed the issue.
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MPU Provision States
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V. Applying for Refunds
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Refund Claim Process

Questions to consider:

• How does your company conduct its business, and where 

does it have operations?

• Manufacturer?

• Wholesaler/Retailer?

• Service Provider?

• If operating in multiple states, what software/services are 

being used in each state?

• Are you currently calculating any sort of MPU?
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Questions to consider(cont.):

• By business type, what software/services are being used?

• Manufacturer — Inventory tracking, equipment monitoring, etc.

• Wholesaler — Inventory tracking, shipping monitoring, etc.

• Retailer — Point-of-sale, sales tax, inventory tracking, etc.

• Service Provider – Tax preparation, research databases, etc.

• Have there been any large purchases?

• Upgrades to software

• SAP implementations

• Analytics and research tools

36
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Refund Claim Process

Information required:

• Accounts payable downloads.

• Use tax accruals.

• General ledger/chart of accounts.

• Software user by location, branch, and/or team
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Refund Claim Process

Review the information and source documentation.

• Identify the following:

• Purchases that qualify for MPU exemption.

• Of these, which have had tax paid on them?

• Where the purchase is being used and by what 

employees.

• Washington is now asking for the names of users if 

claims are for products other than licensed software 

(i.e., MS Office, Outlook, etc.)
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VI. Practical Application in Specific States

40



SSUTA-Like MPU Exemption States

Massachusetts — 830 Mass. Regs. Code 64H.1.3

• Massachusetts’ sourcing rules are similar to the repealed 
SSUTA provisions but provide more guidance on how to 
apportion:

• A purchase that knows at the time of its purchase that 
the software will be concurrently available for use in 
multiple jurisdictions must deliver to the seller an MPU 
exemption certificate.
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SSUTA-Like MPU Exemption States

Washington – Wash. Admin. Code 458-20-15502; 458-20-15503; 

Wash. Rev. Code §§ 82.08.02088 and 82.12.02088

• Washington’s sourcing rules are also similar to the repealed 

SSUTA provisions.

• The purchaser must be a business or other organization, and 

the purchaser must provide the seller with a properly 

completed exemption certificate.

• The amount of use tax is determined based on an 

apportionment of the number of users in Washington over the 

number of users elsewhere.

• The purchaser must pay the use tax directly to the 

Washington Department of Revenue.

• Filing for refunds are allowed.

42



Legislation or Guidance MPU Exemption States

New York – TB-ST-128 (8/5/14); TSB-A-09(41)S (9/22/09); TSB-A-

10(10)S (3/16/10); TSB-A-09(55)S (12/7/09); TSB-A-03(5)S (1/31/03)

• Not in the law; only guidance.

• The guidance provides the situs of the sale is the location of the 

purchaser’s employees who use the software, not the location of the 

code embodying the software.

• Based on number of users in New York and outside New York, as told 

to vendor by purchaser.

• Mere statement or estimate is insufficient. A signed statement 

containing the total number of employees given passwords and 

location of those employees including street addresses is acceptable.
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Legislation or Guidance MPU Exemption States

Texas – Tex. Admin. Code § 3.330(f); Tex. Policy Letter Ruling No. 

201004665L (4/29/10); Tex. Comptroller Decision No. 111,499 (6/9/15)

• The “multistate benefit exemption” applies for data processing services and 

software to the extent the service is used to support a “separate, identifiable 

segment of a customer’s business.”

• Claimed via a “multistate benefit exemption certificate.”

• Only applies to data process, SaaS, and information services; not to TPP or to 

normal software licenses delivered electronically (considered TPP)

• The purchaser’s records must support “the assignment of the service to an 

identifiable segment of the business.”

• An “identifiable segment” is a part of a business that has its own identity 

and performs a function that is separate from the general administration 

or operation of the company.

• Cannot base it solely on the number of employees.
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Other states:

Minnesota – Minn. Stat. § 297A.668; Minnesota Sales Tax 

Fact Sheet No. 134 (9/1/2018); Minnesota Revenue Notice 

No. 15-03 (9/28/2015)

• SSUTA-Like MPU exemption state.

• Minnesota’s software sourcing rules are also similar to the 

repealed SSUTA provisions but:

• The Department provides the MPU provision; The 

Department does not provide an exemption from sales and 

use tax. It only affords the purchase the option to apportion 

use tax to multiple jurisdictions.

• It is only available at the time of purchase. Filing for refund 

are not allowed.
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Other states:

Ohio – Ohio Rev. Code Ann. § 5739.033

• SSUTA-Like MPU exemption state.

• Ohio’s software sourcing rules are almost identical to the 

repealed SSUTA exemption provisions.
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Other states:

Pennsylvania – Pennsylvania Sales and Use Tax Ruling No. 

SUT-12-001 (5/31/2012)

• Legislation or guidance MPU exemption state.

• Currently only one ruling for guidance.

• Presumption that delivery is the billing address.

• However, the purchaser may rebut that presumption by 

completing a Pennsylvania exemption certificate, indicating 

the percentage of users located in Pennsylvania.
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Other states:

Tennessee – Tenn. Code Ann. § 67-6-231; Tennessee 

Important Notice No. 15-14 (12/2015)

• Legislation or guidance MPU exemption state.

• Based on the percentage of users located in Tennessee.

• Registered purchase: can use a “Remotely Accessed 

Software Direct Pay Permit”

• If not registered, the seller may accept a fully completed 

“Streamlined Sales and Use Tax Agreement Certificate of 

Exemption.”
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Other states:

Utah – Utah Info. Pub. No. 64 (5/1/12); Utah Admin. R. 

R865-19S-92; Utah Code Ann. § 59-12-211

• Legislation or guidance MPU exemption state.

• Utah promulgated regulations and published guidance on 

sourcing software sales.

• “Reasonable and consistent method” to allocate is allowed.
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VII. Best Practices
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Best Practices

• Frequently review the company’s software purchases to 

determine whether they qualify for MPU sourcing.

• Maintain detailed and accurate records regarding who is using 

what software and where.  The company’s IT department 

maybe of assistance in this area.

• When reviewing records with the intent of filing for a sales/use 

tax refund claim, consider the jurisdictions statute of limitations: 

monthly or annual cut off?
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Summary

• There are nine states where sales tax provisions exist for 

MPU purchases of software and/or digital services.

• There is no consistent application of the exemptions among 

these states.

• Opportunities exist for:

• Sourcing software usage outside the state where the 

software is ultimate purchased.

• Refunds can be pursued for historical overpayments in 

applicable states.

52



Questions?
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