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(916) 445-8485
~ October 10, 1879

'Mr. Adrian Kuyper : o o ' e S
Orange County Councel ’ _ [

~Pe 0., Box 1379 : - ' ~ ) -
Sauta Ana, LA 9’702 . ) . o

Attention: Mr. Laurence M. Watson
Deputy

Dear Mr. Watson: T , Y A

”his is in responsse to vour September 24, 1979 letter to
Hr. Glean L. Rigby coacerninu the anplicability of Revenue and
Paxation Ccde subsections 597(a) and 997(c) (1) under ‘the fol- ) S
lowing cirsumstancea: _ ‘ . B,

"he taxrayer, anrong other -nzrrs, conaucts
a coasumer reccorting business. In the conduct
of this businass, the taxnaver obtains credit
. informaticn (data) concerning nany individuals o '
which it usaes to make cradit reports to its :
subscribers, It recoxrds and stores this credit
- data in the form of elecctromagnetic imnulses on
netallic discs known as Ydisc packs® which it
leases, Tho disc packs ‘are phvsically located
in cormuter equinment used to invu: and retrieve
the data in accorcance with nregrams written by
the taxraver. The disc nacizs are nct for sale.
Lowaver, tiae data stored thereon is naed to
produce credit reforts which are sold.

If the disc packs ara records which are held for sale in the
ordinary coursz of business by the taxmayer, the valu2 of the
disc packs should include the valu= of the credit data encrynted
therzon (subsectioa 597(c)(4}). If they are not records waica
"are held for sale in the orainary courgse of business, however,
ta value of tha wise packs should exclude the valua of the
credit data encrynt d thereon {subsecticn 237(a)).

lHaving ‘ollohed Assembly Bill No. 1567 through: the legis-  ~
lative process, vwe believe that Chief Consultant Doerr's Ly
Noevonwsar 21, 1977 latter to Senator dricos, a cooy of which IR
you forwa ued to us, accurately sets3 forth tae backyround and
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intent of Section 997, with +the result that suhsecticn 957(a)
rather than subsection 997(c) (4) would be the anplicable sub-
section. .Section 937 was enacted to nullify the court's
decision in Waestern Title Cuarantuy Co. v. County of Stanislaus,
41 Cal. App. 34 733, that the intangible value of information
compiled and indexed, as well as the value of the physical
docuzents on wihich such information was included, was properly
reflected in tue valuation of tihe company'’s records for ad
valorcm property tai purnosas,. lieaca, the snecific provisions
of subsection $97(a). A3 was the casse in title plant situa-
tions, the taxpraver's records (disc packs) do have the ability
to generate income, but as indicated, it is the data stored
thereon in the form of credit reports rather than the disc
packs themselves which is sold.

Very truly yours;

‘James K. McManigal, Jr.
Tax Comnsel

JRMsrt
cc: Mr. Clenn Righy

bec: Mr, Verne Valton (B. Florence)
Legal Section



