SUPREME COURT OF ALABAMA

Ex parte Exxon Mobil Corp.

926 So. 2d 303 (Ala. 2005) - No. 1040538 - Decided September 2, 2005

SUMMARY

The Supreme Court of Alabama reviewed whether Baldwin County could impose a local use tax on
Exxon Mobil's offshore drilling and production facility. The court held that Ala. Code § 40-20-2(c) and

(d) broadly prohibited such taxation of offshore drilling or production facilities, reversed the judgment

upholding the assessment, and remanded the case.
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Exxon petitioned the Supreme Court of Alabama for a writ of
certiorari to review the Court of Civil Appeals' affirmance, without
opinion, of a Baldwin Circuit Court judgment upholding Baldwin

County's final use-tax assessment.

On certiorari review of the Court of Civil Appeals, the Supreme Court
accorded no presumption of correctness to the intermediate appellate
court's legal conclusions and applied de novo review. Because the
material facts were undisputed and the case involved statutory

construction, de novo review also applied to the trial court's ruling.
Published Alabama Supreme Court opinion; precedential.
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QUESTIONS PRESENTED

1. Whether Alabama Code § 40-20-2(c) and (d) prohibited Baldwin County from imposing its local use tax

on Exxon's offshore drilling and production facility.

2. When the taxable event for a use tax occurred for property manufactured outside Alabama and

transported into the state.

3. Whether the Alabama Department of Revenue's preliminary audit information and related
communications were entitled to substantial weight as an administrative interpretation of § 40-20-2(c)
and (d).

HOLDINGS

1. The clear and comprehensive language of § 40-20-2(c) and (d) exempted Exxon's Baldwin offshore
facility from Baldwin County's use tax because the facility was an offshore drilling or production facility
located on submerged lands and the statute prohibited local taxation directly or indirectly upon such

facilities and equipment.

2. For property manufactured outside Alabama and transported into the state, the local use-tax taxable
event could occur only after interstate transportation ended and the property came to rest in Alabama for

use or consumption.

3. The Department of Revenue's preliminary audit information and communications were not entitled to
favorable administrative-construction weight because the department had made no formal determination

that the statutory limitations were unavailable to Exxon.

KEY QUOTATIONS

“The legislature obviously resorted to "overkill" in the redundantly broad and all-encompassing language it
used in subsection (c) to prevent a county or municipality that is receiving a share of the severance tax
imposed on offshore drilling or production from levying, imposing, or collecting any other sort of tax on the

ownership, operation, or maintenance of an offshore drilling or production facility.” (310)

“Only when the platform and templates came to rest could there be a taxable event susceptible of the

imposition of a use tax.” (313)

“Having determined that the clear language of § 40-20-2(c) and (d) entitles Exxon to an "exemption" from the
Baldwin County use tax under the facts and circumstances relating to the construction, transportation, and
placement of the Baldwin offshore facility, we reverse the judgment of the Court of Civil Appeals and remand

the case for that court to reverse the judgment of the Baldwin Circuit Court” (314)

FACTUAL BACKGROUND

Exxon had platforms and templates for offshore natural-gas production manufactured in Louisiana from

materials, supplies, and equipment it apparently purchased there. The completed structures were transported by



water to submerged lands within Baldwin County and placed on caissons or foundations for offshore production.
Exxon paid state use taxes, ad valorem taxes, and state severance taxes, while Baldwin County sought to impose
its own use tax on the materials and equipment associated with the facility.

PROCEDURAL HISTORY

Baldwin County assessed Exxon use tax, penalties, and interest on materials and equipment associated with an
offshore drilling and production facility. After an administrative hearing officer declined to set aside the
assessment, the county issued a final assessment totaling $841,384.77. The Baldwin Circuit Court upheld the
assessment and entered an amended judgment for $949,045.79. The Court of Civil Appeals affirmed without
opinion, and the Supreme Court of Alabama granted certiorari to decide whether Alabama Code § 40-20-2(c)

and (d) barred the county's use tax.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

The Court of Civil Appeals was directed to reverse the Baldwin Circuit Court judgment concerning Exxon's use-
tax liability and remand to the circuit court with instructions to enter an order nullifying and setting aside the
final assessment in its entirety and restraining Baldwin County, the Baldwin County Commission, and the

Baldwin County Sales and Use Tax Department from taking steps to collect it.
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