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KPMG reports: California (tax on lease of tangible 

personal property); Mississippi (computer software 

direct pay permits) 
 
KPMG This Week in State Tax—produced weekly by the KPMG State and Local Tax practice—focuses 
on recent state and local tax developments. 
 
• California: The Office of Tax Appeals (OTA) concluded that a taxpayer furnishing go-karts to 

customers at its indoor racing venue was engaged in leasing tangible property, rather than 
providing a non-taxable amusement service. The taxpayer first asserted that the charges for go-
karts were excluded from the definition of a lease because they were less than $20. The OTA 
rejected this argument; even the least expensive race option was over $20 because customers had 
to purchase a mandatory driver’s license.  With respect to whether the taxpayer was providing a 
nontaxable amusement service, the test to determine whether there is a lease versus the provision 
of an amusement is whether possession and control of the property is transferred to the lessee. In 
the OTA’s view, the nature of go-kart racing was more akin to sporting activities in which 
participants exercised extensive control over the rented equipment. The OTA concluded that the 
taxpayer was engaged in leasing and was required to collect sales tax on the rental receipts. 

 
• Mississippi: Following a law change earlier this year, the Department of Revenue announced that 

beginning July 1, 2023, purchasers of computer software and/or computer software services may 
apply for a computer software direct pay permit. The permit will allow the customer to purchase 
computer software and/or computer software services exempt from Mississippi sales or use tax and 
then remit the correct tax directly to the Mississippi Department of Revenue. The permit may be 
accepted only by vendors who sell, rent, or lease computer software and/or computer software 
services. 

 
Read a July 2023 report prepared by KPMG LLP 
 
 
 
 
 

https://tax.kpmg.us/events/podcasts/twist/2023/twist-072423.html


© 2023 KPMG LLP, a Delaware limited liability partnership and a member firm of the KPMG global organization of independent member firms affiliated with KPMG 
International Limited, a private English company limited by guarantee. All rights reserved. 

The KPMG name and logo are trademarks used under license by the independent member firms of the KPMG global organization. 

 

 

The information contained in TaxNewsFlash is not intended to be “written advice concerning one or more Federal tax matters” subject to the requirements of section 
10.37(a)(2) of Treasury Department Circular 230, as the content of this document is issued for general informational purposes only, is intended to enhance the reader’s 
knowledge on the matters addressed therein, and is not intended to address the circumstances of any particular individual or entity. Although we endeavor to provide 
accurate and timely information, there can be no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the future. 
No one should act on such information without appropriate professional advice after a thorough examination of the particular situation. 

The KPMG name and logo are trademarks used under license by the independent member firms of the KPMG global organization. 

KPMG International Limited is a private English company limited by guarantee and does not provide services to clients. No member firm has any authority to obligate or bind 
KPMG International or any other member firm vis-à-vis third parties, nor does KPMG International have any such authority to obligate or bind any member firm. 
Direct comments, including requests for subscriptions, to Washington National Tax. For more information, contact KPMG’s Federal Tax Legislative and Regulatory Services 
Group at + 1 202.533.3712, 1801 K Street NW, Washington, DC 20006-1301. 
To unsubscribe from TaxNewsFlash-United States, reply to Washington National Tax. 
Privacy | Legal 
 

kpmg.com/socialmedia 

mailto:US-KPMGWNT%40kpmg.com?subject=Comments%20and%20requests
mailto:US-KPMGWNT%40kpmg.com?subject=Comments%20and%20requests
https://home.kpmg.com/us/en/home/misc/privacy.html
https://home.kpmg.com/us/en/home/misc/legal.html

	TaxNewsFlash

