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SUMMARY

The Oklahoma Supreme Court reviewed the denial of American Airlines' sales-tax refund claim for

electricity and natural gas used at its aircraft maintenance facility during 2006. The Court held that the

Services Exemption in 68 O.S. Supp. 2006, § 1357(28), encompasses electricity and natural gas utility

services employed in aircraft repair and maintenance, and it reversed and remanded the Oklahoma Tax

Commission's order for further proceedings.
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American Airlines appealed an Oklahoma Tax Commission order
denying its protest of the denial of a sales-tax refund claim for

electricity and natural gas utility services purchased during 2006.

The Court reviews agency adjudicative orders for substantial evidence
supporting the factual findings and freedom from legal error. The
agency's legal rulings and statutory-interpretation questions are
reviewed de novo through plenary, independent, and nondeferential

review.

Published Oklahoma Supreme Court opinion; precedential under
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QUESTIONS PRESENTED

1. Whether the 2006 Services Exemption in 68 O.S. Supp. 2006, § 1357(28), exempted sales tax paid on
electricity and natural gas utility services employed in aircraft repair and maintenance.

2. Whether the Services Exemption required American Airlines to be the vendor of the services or limited
the exemption to services used to repair aircraft belonging to others.

3. Whether the 2012 amendment to the Parts Exemption rendered the 2006 interpretation of the Services

Exemption impermissible or redundant.

4. What methodology should be used to determine the amount of the utility-services refund.

HOLDINGS

1. The term "services" in 68 O.S. Supp. 2006, § 1357(28), includes electricity and natural gas utility
services employed in aircraft repair and maintenance. American Airlines was therefore entitled to a

sales-tax exemption for those utility services purchased and used during 2006.

2. The Services Exemption does not require American Airlines to be the vendor of the services employed
in aircraft repair and does not preclude the exemption when the repairs are performed on American
Airlines' own aircraft.

3. The 2012 amendment to 68 O.S. § 1357(20) did not eliminate or negate the 2006 Services Exemption

for electricity and natural gas utility services.

4. The Court did not decide the appropriate methodology for calculating the amount of the utility-services

refund because the Tax Commission had made no specific finding on that issue.

KEY QUOTATIONS

“We find the term "services" in the Services Exemption was intended to include electricity and natural gas
utility services.” (140)

“We hold in the present case as between these parties, the Services Exemption (68 O.S. Supp. 2006, § 1357
(28)) provides an exemption for electricity and natural gas utility services used by AA during 2006 in aircraft
repair and maintenance activities.” (147)

FACTUAL BACKGROUND

American Airlines operated a large aircraft repair and maintenance facility in Tulsa that qualified as a qualified
aircraft maintenance facility. During 2006, it purchased substantial amounts of electricity and natural gas used in
aircraft repair and maintenance activities and paid sales tax on those utility services. It sought a refund,
supported in part by evidence that most of the utility usage was related to aircraft repair and maintenance, but the

Tax Commission denied the utility-services claim.
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The Account Maintenance and Compliance Division denied most of American Airlines' refund claim. After an
administrative hearing, the administrative law judge recommended denying the utility-services portion of the
claim, and the Oklahoma Tax Commission adopted those findings and recommendations. The Oklahoma

Supreme Court retained the appeal and reversed and remanded for further proceedings.
DISPOSITION
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REMAND INSTRUCTIONS

Remand to the Oklahoma Tax Commission for further proceedings consistent with the opinion, including
determining the appropriate methodology and amount of the sales-tax refund for the qualifying 2006 electricity

and natural gas utility services.
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