
TAX POLICY AND RESEARCH DIVISION
TONY MASTIN, DIRECTOR

MMISSION
PHONE ( 405) 521 -3133

FACSIMILE ( 405) 522.0063

RE: Our File Number LR -04 -006; Taxability of various transactions regarding machinery
and maintenance contracts

Dear Mr. Reese: 

This is in response to your inquiry for clarification on how specific transactions correlate to
sales tax within the state of Oklahoma. I have scanned your questions into this letter, followed by
our response. 

The sale of Machinery

Machinery sold under a lease that has met criteria to be deemed a capital lease. 

1. If taxable, when would sales tax be recognizable to the lessor? 

Our Response: The gross receipts or gross proceeds derived from the rental or

lease of tangible personal property are subject to sales tax. " The initial

obligation to pay becomes fixed upon the transfer of possession of the tangible
personal property unless the agreement specifically sets forth another time." 
Please refer to Oklahoma Tax Commission Rule 710: 65 - 1 - 11. 

Up front when the contract is signed, before any money has -been collected, 
or billed? 

Our Response: See the above response. 

As lease payments are received, or lease invoices are issued to the

lessee, thus incorporating sales tax into the weekly, monthly, etc. lease

payments? 

Our Response: Sales tax is to be remitted on the total gross receipts of the

lease as they become due. Please refer to Oklahoma Tax Commission Rule 710: 65 - 1- 

11. 

2. If taxable, how would sales tax apply in the following situations? 

In addition to machine cost, interest is included in the lease. This

interest is charged by the lessor strictly as an extension of credit; not

to recover any previous expenses. Is the interest portion of the lease

payments subject to sales tax? 
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