
701—285.9(423) Computer software and hardware. 
285.9(1) In general. 
a.  Applicability of tax. For the purposes of this rule, the sales price of the tangible personal property, 

specified digital products, and services found within Iowa Code section 423.2 is subject to tax.
b.  Definitions. 
“Program” is interchangeable with the term “software” for purposes of this rule.
“Rental or lease” means the same as defined in Iowa Code section 423.1(24).
285.9(2) Taxable sales, rentals or leases, and services. 
a.  Sales of equipment. Tax applies to sales of automatic data processing equipment and related 

equipment.
b.  Rental or leasing of equipment. Where a lease includes a contract for the use of equipment, the 

rental or lease payments are subject to tax.
c.  Training materials. Persons who sell or lease data processing equipment may provide a number of 

training services with the sale or rental of their equipment. Training services, per se, are not subject to tax. 
Training materials, such as books, furnished to the trainees for a specific charge are taxable.

d.  Services a part of the sale or lease of equipment. Where services, such as programming, or 
training are provided to those who purchase or lease software on a mandatory basis as an inseparable part 
of the sale or taxable lease of the equipment, charges for the furnishing of the services are includable in the 
measure of tax from the sale or lease of the equipment whether or not the charges are separately stated. 
(Where the purchaser or lessee has the option to acquire the equipment either with the services or without 
the services, charges for the services may not be excluded from the measure of tax if they are taxable 
enumerated services.)

e.  Mailing services. Addressing (including labels) for mailing. Where a service provider addresses, 
through the use of its software or otherwise, material to be mailed, with names and addresses furnished by 
the customer or maintained by the service provider for the customer, tax does not apply to the charge for 
addressing. Similarly, where the service provider prepares, through the use of its software or otherwise, 
labels to be affixed to material to be mailed, with names and addresses furnished by the customer or 
maintained by the service provider for the customer, tax does not apply to the charge for producing the 
labels, regardless of whether the service provider itself affixes the labels to the material to be mailed. 
However, tax would be due on any tangible personal property, such as labels, consumed by the service 
provider. Mailing lists that are attached to envelopes and placed in the mail by a service bureau constitute 
tangible personal property and are subject to tax.

This rule is intended to implement Iowa Code section 423.3.
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