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SUMMARY

The Louisiana Supreme Court considered whether tugboats operating wholly within Louisiana waters

qualified for a parish sales-tax exemption applicable to owners or operators of vessels operating

exclusively in foreign or interstate coastwise commerce. The court held that eligibility depends on the

movement of the vessels, not the cargo, and that vessels must leave Louisiana waters to qualify. The

court overruled Cooper Stevedoring Co., Inc., reversed the lower courts, and remanded the case.
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After the district court granted the taxpayers summary judgment and
ordered a refund of sales taxes paid under protest, the Louisiana Fifth
Circuit affirmed. The Louisiana Supreme Court granted the taxing

authority's writ and reversed and remanded.

Summary judgment is proper when the pleadings, depositions, answers
to interrogatories, admissions, and affidavits show no genuine issue of
material fact and the mover is entitled to judgment as a matter of law.
The court reviewed the interpretation of the tax exemption statute de

novo.
Published precedential opinion of the Supreme Court of Louisiana
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QUESTIONS PRESENTED

1. Whether tugboats that operate wholly within Louisiana waters but facilitate the movement of cargo in
interstate or foreign commerce are vessels operating exclusively in foreign or interstate coastwise
commerce under La. Rev. Stat. § 47:305.1(B).

2. Whether the taxpayers were entitled to the parish sales tax exemption for fuel used to operate their

tugboats.

3. Whether summary judgment for the taxpayers was proper.

HOLDINGS

1. The relevant inquiry focuses on the movement of the taxpayer's ships or vessels, not the movement of
the cargo. To qualify for the exemption, the ships or vessels must leave Louisiana waters.

2. The taxpayers were not entitled to the sales tax exemption because their tugboats operated wholly within

Louisiana waters.

3. Summary judgment for the taxpayers was improper because, under the court's interpretation of the
exemption, the taxpayers were not entitled to judgment as a matter of law.

KEY QUOTATIONS

“For the taxpayer to qualify for the sales tax exemption, the taxpayer's ships or vessels must leave Louisiana
waters.” (802 So. 2d at 1277)

“Because Taxpayers' tugboats operate wholly within Louisiana waters, we find Taxpayers' tugboats are not

"operating exclusively in foreign or interstate coastwise commerce" within the meaning of the St. Charles
Parish sales tax exemption.” (802 So. 2d at 1279)

FACTUAL BACKGROUND

The taxpayers operated tugboats in St. Charles Parish to break up multi-barge tows, move barges to and from
fleeting areas, and position them for unloading. The tugboats never left St. Charles Parish waters, although the
barges carried grain originating in other states and destined for locations outside Louisiana. During the taxable
period from January 1, 1985, through December 31, 1993, the taxpayers purchased fuel for the tugboats without
paying parish sales tax, asserting that the purchases were exempt under the parish ordinance.

PROCEDURAL HISTORY

The taxpayers omitted parish sales tax on fuel purchased for tugboats operating in St. Charles Parish, paid the

assessed taxes and interest under protest, and sued for recovery. The district court granted the taxpayers



summary judgment, and the court of appeal affirmed. The Supreme Court of Louisiana granted review, reversed

the lower courts, and remanded for further proceedings.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

Remanded to the district court for further proceedings consistent with the Supreme Court's interpretation that the

taxpayers' tugboats did not qualify for the sales tax exemption.
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