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KPMG reports: Arkansas (manufacturing exemption); 

South Carolina (bank tax); Texas (taxable data 

processing); Multistate (internet sales)  

KPMG’s This Week in State Tax—produced weekly by KPMG’s State and Local Tax practice—focuses 
on recent state and local tax developments. 
 
• Arkansas: An Administrative Law Judge concluded that a taxpayer that manufactured items to the 

specifications of its customers was not entitled to the state’s manufacturing exemption from sales 
and use tax. Under Arkansas law, a sales and use tax exemption applies to purchases of machinery 
and equipment used directly in manufacturing “articles of commerce,” but not with regard to 
“custom items.” Read an April 2020 report 

 
• South Carolina: A state administrative court held that a bank was not entitled to a net operating 

loss (NOL) deduction in computing the state’s bank tax liability, finding that the bank tax was not 
an income tax, but a franchise tax imposed on net income. Read an April 2020 report 

 
• Texas: The Comptroller issued a private letter ruling with regard to a service fee charged 

customers who purchased lottery tickets via the taxpayer’s app. The letter ruling concludes the 
taxpayer was engaged in taxable data processing, and thus that the service fee was subject to 
sales tax as data processing. Read an April 2020 report 

 
• Multistate: The Multistate Tax Commission is moving forward with revisions to its “Statement of 

Information on Public Law 86-272.” The revisions would provide guidance on “how the statute 
applies to modern business activities,” including selling goods over the internet. Read an April 
2020 report 

 
 
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 be applied to any specific reader’s particular set of facts. 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 
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will continue to be accurate in the future. Applicability of the information to specific situations should be determined through 
consultation with your tax adviser. 
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