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JURISDICTION: OKLAHOMA TAX COMMISSION DECISION 
CITE: 2009-04-16-02 / NON-PRECEDENTIAL 
ID: CR-08-016-K 
DATE: APRIL 16, 2009 
DISPOSITION: DENIED 
TAX TYPE: SALES / CLAIM FOR REFUND 
APPEAL: NO APPEAL TAKEN 
 

FINDINGS OF FACT AND CONCLUSIONS OF LAW 
 
 Claimant, COMPANY, is represented by SUPERVISOR, Supervisor, State and Local Tax, 
and VICE-PRESIDENT, Vice-President, Taxation, Claimant.  The Account Maintenance Division 
of the Oklahoma Tax Commission ("Division") is represented by OTC ATTORNEY, Assistant 
General Counsel, Office of the General Counsel, Oklahoma Tax Commission. 

 
STATEMENT OF THE CASE 

 
 On or about June 9, 2008, Claimant filed refund requests for sales taxes paid on purchases of 
electricity used at three (3) separate oil and gas dewatering projects within the State of Oklahoma.  
The requests covered the periods inclusive of the months of August, 2004 through August, 2008 and 
September, 2004 through April, 2008 for the DEWATERING PROJECT A; August, 2004 through 
April, 2008 for the DEWATERING PROJECT B; and August, 2004 through March, 2008 for the  
DEWATERING PROJECT C.  By letters dated September 19, 2008, the Division denied the 
portions of the refund requests which exceeded three (3) years prior to the date of filing the requests.  
Claimant timely filed a demand for hearing protesting the partial denials of the refund requests. 
 
 On October 28, 2008, the Division referred the protest to the Office of the Administrative 
Law Judges for further proceedings consistent with the Uniform Tax Procedure Code1 and the Rules 
of Practice and Procedure before the Oklahoma Tax Commission2.  The case was docketed as Case 
No. CR-08-016-K and assigned to ALJ, Administrative Law Judge.3 
 
 By Notice of Hearing issued October 30, 2008, Claimant's demand for hearing was 
scheduled for a hearing before the undersigned on December 17, 2008.4  On December 1, 2008, the 
parties jointly filed a Motion to Submit Case by Brief and Waiver of Hearing.  The Motion was 
granted by Order Granting Motion to Submit Case by Brief and Waiver of Hearing issued 
December 5, 2008.  The Order struck the hearing scheduled for December 17, 2008, and directed 
the parties to file a stipulation of facts and statement of the issues on or before January 8, 2009, and 
simultaneous briefs on or before January 20, 2009. 
 

                                                 
   1  68 O.S. 2001, § 201 et seq. 
   2  Rules 710:1-5-20 through 710:1-5-47 of the Oklahoma Administrative Code ("OAC"). 
   3  See, OAC, 710:1-5-22 and 710:1-5-30. 
   4  See, 68 O.S. 2001, § 227(e). 
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 On January 8, 2009, Joint Stipulations of Facts for each of the dewatering projects and 
Petitioner’s Statement of the Issue were filed.  Petitioner’s Brief in Support of Demand for Hearing 
and the Brief of the Account Maintenance Division of the Oklahoma Tax Commission were filed 
January 20, 2009.  The exhibits referred to in the Joint Stipulations of Facts were attached to 
Petitioner’s Brief.  On February 2, 2009, the record in this cause was closed and the demand for 
hearing was submitted for decision.5 

 
FINDINGS OF FACT 

 
 Upon review of the file and records, including the Joint Stipulations, exhibits and the briefs  
of the parties, the undersigned finds: 
 
 The parties stipulate to the following: 
 
 DEWATERING PROJECT A 
 
 1. On August 20, 2007 and pursuant to the qualification procedures at Oklahoma 
Administrative Code (“OAC”) 165:10-21-92(b), [Claimant] filed an application with the Oklahoma 
Corporation Commission (“OCC”) for a sales tax exemption on form 1535 (Rev. 2006) for the 
DEWATERING PROJECT A.  Exhibit A, DEWATERING PROJECT A.6 
 
 2. Seven months later, on March 13, 2008 the OCC approved [Claimant’s] application for 
sales tax exemption for the DEWATERING UNIT A.  Exhibit A, DEWATERING PROJECT A. 
 
 3. On April 2, 2008 and pursuant to OAC 165:10-21-92(c)(2), [Claimant] faxed the 
approved Form 1535 to OTC, Taxpayer Assistance Division to obtain the exemption pursuant to 
OAC 165:10-21-92(c)(2).  Exhibit B, DEWATERING PROJECT A.7 
 
 4. On April 7, 2008 OTC, Taxpayer Assistance Division verified that the DEWATERING 
PROJECT A, production unit number “123” is sales tax exempt as of the date of commencement of 
February 2, 2004 on the purchase of electricity for the oil and gas dewatering operations.  Exhibit C, 
DEWATERING PROJECT A.8 
 
 5. On June 11, 2008 [Claimant] filed a refund request for sales tax paid for electricity sales 
from ELECTRIC COMPANY with the OTC, Account Maintenance Division (“AMD”) for the 
DEWATERING PROJECT A on Form 13-9.  Exhibit D, DEWATERING PROJECT A.9 
 
                                                 
    5  OAC, 710:1-5-39(a). 

   6  Approved Form 1535 for the DEWATERING PROJECT A. 

   7  Fax confirmation for the DEWATERING PROJECT A and approved Form 1535. 

   8  Notice of verification of sales tax exemption for “1234” dated April 7, 2008. 

   9  Letter dated June 9, 2008, Forms 13-9 “Applications for Credit or Refund of State and Local Sales or Use Tax” 
dated June 27, 2008, and Statement in Support of Form 13-9 dated June 9, 2008. 
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 6. [Claimant’s] refund request for ELECTRIC COMPANY account numbers 001 and 002 
for the DEWATERING PROJECT A was for $11,856.67 and $18,316.37 respectively.  Exhibit D, 
Form 13-9, DEWATERING PROJECT A. 
 
 7. The period of the claim for ELECTRIC COMPANY account number 001 was for the 
three year period preceding the date the application was received by OCC beginning August 24, 
2004 and through August 24, 2008 which was the last month that sales tax was collected by 
ELECTRIC COMPANY.  Exhibit D, Form 13-9, DEWATERING PROJECT A. 
 
 8. The period of the claim for ELECTRIC COMPANY account number 002 was for the 
three year period preceding the date the application was received by OCC beginning September 28, 
2004 and through April 24, 2008 which was the last month that sales tax was collected by 
ELECTRIC COMPANY.  Exhibit D, Form 13-9, DEWATERING PROJECT A. 
 
 9. On June 13, 2008 the AMD received [Claimant’s] refund request by certified mail 
article number “11-22-33”.  Exhibit E, DEWATERING PROJECT A.10 
 
 10. On August 6, 2008 [Claimant] received from EMPLOYEE of the OTC, Account 
Maintenance Division a worksheet for the DEWATERING [sic] PROJECT A refund request.  
Exhibit F, DEWATERING PROJECT A.11 
 
 11. On August 8, 2008 AMD reviewed [Claimant’s] refund request for the DEWATERING 
PROJECT A and approved a partial refund in the amount of $9,562.28 for account number 001 and 
$24,740.45 for account number 002.  Exhibit F, DEWATERING PROJECT A. 
 
 12. The AMD began the three year period of limitations from the date [Claimant] filed its 
refund request on June 13, 2008.  Exhibit F, DEWATERING PROJECT A. 
 
 13. AMD disallowed nine months of sales tax paid in the amount of $5,985.25 beginning on 
August 18, 2004 through April 19, 2005.  Exhibit F, DEWATERING PROJECT A. 
 
 14. The amount in controversy is $5,985.25.  Exhibit F, DEWATERING PROJECT A. 
 
 15. On September 19, 2008 [Claimant] received from AMD a notice of refund status for the  
DEWATERING PROJECT A, permit number XXX.  The date of mailing of the notice was 
September 16, 2008.  Exhibit G, DEWATERING PROJECT A.12 
 
 16. On September 17, 2008 [Claimant] received from the State of Oklahoma a partial sales 
tax refund in the amount of $24,183.79 on warrant number YYY1.  Exhibit H, DEWATERING 
PROJECT A.13 
                                                 
  10  PS Form 3811, February 2004. 

  11  E-mail, Manufacturer Refund Request worksheets for the DEWATERING PROJECT A and refund denial letter 
dated September 19, 2008 for permit no. XXX. 

  12  Notice of refund status dated September 11, 2008 [sic] and postmarked envelope. 

  13  Copy of warrant no. YYY1. 
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 17. On October 20, 2008 [Claimant] timely filed a demand for hearing pursuant to 68 O.S. 
§ 227(d) [sic] for the amount in controversy.  Exhibit I, DEWATERING PROJECT A.14 
  

DEWATERING PROJECT B 
 
 1. On August 20, 2007 and pursuant to the qualification procedures at Oklahoma 
Administrative Code (“OAC”) 165:10-21-92(b), [Claimant] filed an application with the Oklahoma 
Corporation Commission (“OCC”) for a sales tax exemption on the sale of electricity used in its oil 
and gas dewatering operations on Form 1535 (Rev. 2006) for the DEWATERING PROJECT B. 
Exhibit A, DEWATERING PROJECT B.15 
 
 2. Seven months later, on March 20, 2008 the OCC approved [Claimant’s] application for 
sales tax exemption for the DEWATERING UNIT B.  Exhibit A, DEWATERING PROJECT B. 
 
 3. On April 2, 2008 and pursuant to OAC 165:10-21-92(c)(2), [Claimant] faxed the 
approved Form 1535 to OTC, Taxpayer Assistance Division to obtain the exemption pursuant to 
OAC 165:10-21-92(c)(2).  Exhibit B, DEWATERING PROJECT B.16 
 
 4. On April 7, 2008 OTC, Taxpayer Assistance Division verified that the  DEWATERING 
PROJECT B, production unit number “456”, is sales tax exempt as of the date of commencement of 
March 10, 2004 on the purchase of electricity for the oil and gas dewatering operations.  Exhibit C, 
DEWATERING PROJECT B.17 
 
 5. On June 11, 2008 [Claimant] filed a refund request for sales tax paid for electricity sales 
from ELECTRIC COMPANY with the Oklahoma Tax Commission Account Maintenance Division 
(“AMD”) for the DEWATERING PROJECT B on Form 13-9.  Exhibit D, DEWATERING 
PROJECT B.18 
 
 6. [Claimant’s] refund request for ELECTRIC COMPANY account numbers 003 for the 
DEWATERING PROJECT B was in the amount of $342,177.91.  Exhibit D, Form 13-9, 
DEWATERING PROJECT B. 
 
 7. The period of the claim was for the three year period preceding the date the application 
was received by the OCC on August 20, 2007 and through the last month that sales tax was 

                                                                                                                                                             
 

  14  Letter dated October 15, 2008 and certificate of service. 

  15  Approved Form 1535 for the DEWATERING PROJECT B. 

  16  Fax confirmation for the DEWATERING PROJECT B and approved Form 1535. 

  17  Notice of verification of sales tax exemption for “456” dated April 7, 2008. 

  18  Letter dated June 10, 2008, Form 13-9 “Application for Credit or Refund of State and Local Sales or Use Tax” 
dated June 5, 2008, and Statement in Support of Form 13-9 dated June 10, 2008. 
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collected by ELECTRIC COMPANY which was April 16, 2008.  This period is from August 18, 
2004 through April 16, 2008.  Exhibit D, Form 13-9, DEWATERING PROJECT B. 
 
 8. On June 13, 2008 the AMD received [Claimant’s] refund request by certified mail 
article number “44-55-66”.  Exhibit E, DEWATERING PROJECT B.19 
 
 9. On August 6, 2008 [Claimant] received from EMPLOYEE of the AMD a worksheet for 
the DEWATERING PROJECT B refund request.  Exhibit F, DEWATERING PROJECT B.20 
 
 10. On August 8, 2008 AMD reviewed [Claimant’s] refund request for the DEWATERING 
PROJECT B and approved a partial refund in the amount of $284,762.41 for account 003 which is 
net of ELECTRIC COMPANY’S remuneration rate of 2.25%.  Exhibit F, DEWATERING 
PROJECT B. 
 
 11. The AMD began the three year period of limitations from the date [Claimant] filed its 
refund request on June 13, 2008.  Exhibit F, DEWATERING PROJECT B. 
 
 12. AMD disallowed the months that preceded [sic] the three year period of limitations 
beginning on the date of the filing of the refund request on June 13, 2008.  Exhibit F, 
DEWATERING PROJECT B. 
 
 13. AMD disallowed nine months of sales tax paid in the amount of $58,156.37 beginning 
on August 18, 2004 through April 19, 2005.  Exhibit F and G21, DEWATERING PROJECT B. 
 
 14. The amount in controversy is $58,156.37.  Exhibit F and G,  DEWATERING 
PROJECT B. 
  
 15. On September 19, 2008 [Claimant] received from AMD a notice of refund status for the  
DEWATERING PROJECT B, permit number XXX.  The date of mailing of the notice was 
September 16, 2008.  Exhibit G, DEWATERING PROJECT B. 
 
 16. On September 17, 2008 [Claimant] received from the State of Oklahoma a partial sales 
tax refund in the amount of $284,762.41 on warrant number YYY2.  Exhibit H, DEWATERING 
PROJECT B.22 
 
 17. On October 20, 2008 [Claimant] timely filed a demand for hearing pursuant to 68 O.S. 
§ 227(d) [sic] for the amount in controversy.  Exhibit I, DEWATERING PROJECT B.23 

 
                                                 
  19  PS Form 3811, February 2004. 

  20  E-mail and Manufacturer Refund Request worksheets for the DEWATERING PROJECT B. 

  21  Denial letter dated September 19, 2008, notice of refund status dated September 11, 2008 and envelope. 

  22  Copy of warrant no. YYY2. 

  23  Letter dated October 15, 2008. 
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DEWATERING PROJECT C 
 

 1. On August 20, 2007 and pursuant to the qualification procedures at Oklahoma 
Administrative Code (“OAC”) 165:10-21-92(b), [Claimant] filed an application with the Oklahoma 
Corporation Commission (“OCC”) for a sales tax exemption on the sale of electricity used in its oil 
and gas dewatering operations on Form 1535 (Rev. 2006) for the DEWATERING PROJECT C. 
Exhibit A, DEWATERING PROJECT C.24 
 
 2. Seven months later, on March 27, 2008 the OCC approved [Claimant’s] application for 
sales tax exemption for the DEWATERING PROJECT C.  Exhibit A, DEWATERING 
PROJECT C. 
 
 3. On April 7, 2008 and pursuant to OAC 165:10-21-92(c)(2), [Claimant] faxed the 
approved Form 1535 to OTC, Taxpayer Assistance Division to obtain the exemption pursuant to 
OAC 165:10-21-92(c)(2).  Exhibit B, DEWATERING PROJECT C.25 
 
 4. On April 7, 2008 OTC, Taxpayer Assistance Division verified that the DEWATERING 
PROJECT C, production unit number “789” is sales tax exempt as of the date of commencement of 
October 10, 2003 on the purchase of electricity purchased for oil and gas dewatering operations.  
Exhibit C, DEWATERING PROJECT C.26 
 
 5. On June 11, 2008 [Claimant] filed a refund request for sales tax paid for electricity sales 
from ELECTRIC COMPANY with the OTC, Account Maintenance Division (“AMD”) for the 
DEWATERING PROJECT C on Form 13-9.  Exhibit D, DEWATERING PROJECT C.27 
 
 6. [Claimant’s] refund request for ELECTRIC COMPANY account number 004 was for 
$507,772.18 for the DEWATERING PROJECT C.  Exhibit D, Form 13-9, DEWATERING 
PROJECT C. 
 
 7. The period of the claim was for the three year period preceding the date the application 
was received by the OCC on August 20, 2007 and through the last month that sales tax was 
collected by ELECTRIC COMPANY which was March 28, 2008.  This period is from August 16, 
2004 through March 28, 2008.  Exhibit D, Form 13-9, DEWATERING PROJECT C. 
 
 8. On June 13, 2008 the AMD received [Claimant’s] refund request by certified mail 
article number “77-88-99”.  Exhibit E, DEWATERING PROJECT C.28 
 
                                                 
  24  Approved Form 1535 for the DEWATERING PROJECT C. 

  25  Fax confirmation for the DEWATERING PROJECT C and approved Form 1535. 

  26  Notice of verification of sales tax exemption for “789” dated April 7, 2008. 

  27  Letter dated June 9, 2008, Form 13-9 “Application for Credit or Refund of State and Local Sales or Use Tax” 
dated June 5, 2008, and Statement in Support of Form 13-9 dated June 9, 2008. 

  28  PS Form 3811, February 2004. 
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 9. On August 4, 2008 [Claimant] received from EMPLOYEE of the AMD a worksheet for 
the DEWATERING PROJECT C refund request.  Exhibit F, DEWATERING PROJECT C.29 
 
 10. On August 4, 2008 AMD reviewed [Claimant’s] refund request for the DEWATERING 
PROJECT C and approved a partial refund in the amount of $420,509.07 which is net of 
ELECTRIC COMPANY’S remuneration rate of 2.25%.  Exhibit F, DEWATERING PROJECT C. 
 
 11. The AMD began the three year period of limitations on the date of the filing of the 
refund request on June 13, 2008.  Exhibit F, DEWATERING PROJECT C. 
 
 12. AMD disallowed the months that preceded the three year period of limitation beginning 
on the date of the filing of the refund request on June 13, 2008.  Exhibit F, DEWATERING 
PROJECT C. 
 
 13. AMD disallowed eight months of sales tax paid in the amount of $77,583.88 for the 
period beginning August 31, 2004 [sic] and ended April 29, 2005.  Exhibit F, DEWATERING 
PROJECT C. 
 
 14. The amount in controversy is $77,583.88.  Exhibit F, DEWATERING PROJECT C. 
 
 15. On September 11, 2008 [Claimant] received from AMD a notice of refund status for the  
DEWATERING PROJECT C, permit number XXX.  The date of mailing of the notice was 
September 16, 2008.  Exhibit G, DEWATERING PROJECT C. 30 
 
 16. On September 17, 2008 [Claimant] received from the State of Oklahoma a partial sales 
tax refund in the amount of $420,509.07 on warrant number YYY3.  Exhibit H, DEWATERING 
PROJECT C.31 
 
 17. On October 20, 2008 [Claimant] timely filed a demand for hearing pursuant to 68 O.S. 
§ 227(d) [sic] for the amount in controversy.  Exhibit I, DEWATERING PROJECT C.32 

 
ISSUE AND CONTENTIONS 

 
 The issue presented for decision as set forth in Petitioner’s Statement of the Issue and as first 
amended in Petitioner’s Brief in Support of Demand for Hearing is: 

Whether pursuant to 68 O.S. § 227(b) a refund of sales tax erroneously paid on 
the sales of electricity for dewatering projects is base on the taxpayer’s 
application date with the Oklahoma Corporation Commission for the purpose of 

                                                 
  29  E-mail and Manufacturer Refund Request worksheets for the DEWATERING PROJECT C.  

  30  Notice of refund status dated September 11, 2008, denial letter dated September 19, 2008 and envelope. 

  31  Copy of warrant no. YYY3. 

  32  Letter dated October 15, 2008 and certificate of service. 
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[sic] tolling the statute of limitations or is the statute tolled on the date a verified 
claim and attachments which includes an approved dewatering exemption Form 
1535 is filed with the Oklahoma Tax Commission pursuant to 68 O.S. § 227(b) 
without regard to the date the taxpayer’s application for sales tax exemption was 
filed with or received by the Oklahoma Corporation Commission. 

 
 Claimant contends that the statute of limitations for refunds of sales tax erroneously paid 
pursuant to 68 O.S. § 227(b) begins on the date that the application for exemption from sales tax on 
the sales of electricity used in dewatering projects is filed with the Oklahoma Corporation 
Commission or in the alternative, the date the application for exemption is received by the 
Oklahoma Corporation Commission.  In support of this contention, Claimant cites Oklahoma Tax 
Commission Order No. 2005-05-24-04 and argues that the partial denial of its refund claim is 
contrary to Commission policy, fails to treat similarly situated taxpayers similarly and violates its 
rights to uniformity of the tax laws and equal protection.  Claimant further argues that the Division’s 
position is contrary to the “Relation Back Doctrine” and fails to consider all of the related and 
inseparable acts which led up to the refund request. 
 
 The Division contends that the three (3) year refund limitation period for taxes erroneously 
paid commences upon the filing of a verified claim for refund with the Tax Commission, not with 
the filing of the exemption application with the Corporation Commission.  In support of this 
contention, the Division argues that the provisions of the statutes and rules related to qualifying for 
the exemption from sales taxes on electricity used for dewatering projects and the provisions of the 
statute related to filing a claim for refund of those taxes are separate and distinct, govern different 
subject matters and do not act in conjunction with each other.  The Division further argues that 
Claimant’s payment of sales taxes on the electricity used in the dewatering projects was not 
erroneous prior to the approval of the exemption because the dewatering projects were not qualified 
for the sales tax exemption. 

 
CONCLUSIONS OF LAW 

 
 1. Jurisdiction of the parties and subject matter of this proceeding is vested in the Tax 
Commission.  68 O.S. 2001, § 227(d) and (e).33 
 
 2. The collection and remittance of sales tax is governed by the Oklahoma Sales Tax Code 
(“Code”).34  Sales tax is levied on the gross receipts or gross proceeds of all sales not otherwise 
                                                 
  33  These subsections provide: 

(d) If [a] claim for refund is denied, the taxpayer may file a demand for hearing with the 
Commission.  The demand for hearing must be filed on or before the thirtieth day after the 
date the notice of denial was mailed.  If the taxpayer fails to file a demand for hearing, the 
claim for refund shall be barred. 
(e) Upon the taxpayer’s timely filing of a demand for hearing, the Commission shall set a 
date for hearing upon the claim for refund which date shall not be later than sixty (60) days 
from the date the demand for hearing is mailed.  The taxpayer shall be notified of the time and 
place of the hearing.  The hearing may be held after the sixty-day period provided by this 
subsection upon agreement of the taxpayer. 

  34  68 O.S. 2001, § 1350 et seq., as amended. 
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exempted by the Code.  68 O.S. 2001, § 1354(A).  The sale of “tangible personal property” and 
specifically, the sale of “[n]atural or artificial gas, electricity, ice, steam, or any other utility or 
public service, except water, sewage and refuse” are expressly made subject to sales tax.  68 O.S. 
2001, § 1354(A)(1) and (2).  See, OAC, 710:65-13-120. 
 
 3. Exempted from the levy of sales taxes are “sales of electricity and associated delivery 
and transmission services, when sold exclusively for use by an oil and gas operator for reservoir 
dewatering projects and associated operations.* * * in which the initial water-to-oil ratio is greater 
than or equal to five-to-one water-to-oil, and such oil and gas development projects have been 
classified by the Corporation Commission as a reservoir dewatering unit.”  68 O.S. Supp. 2002, 
§ 1357(28).35  See, OAC, 710:65-13-122(a).  The exemption became effective for sales of electricity 
and associated delivery and transmission services beginning on or after January 1, 2004, for 
reservoir dewatering projects and associated operations commencing on or after July 1, 2003.  Id.  
See, OAC, 710:65-13-122(a) and (e). 
 
 4. “To qualify for the exemption, the operator of the reservoir dewatering project must 
apply in writing * * * requesting an exemption letter.”  OAC, 710:65-13-122(b).  “The letter of 
application must set out the name of the operator, the physical location of the project, the Federal 
Identification Number of the operator, the date the project commenced, and the electric service 
account number associated with services provided to the project” and “[a] copy of the Oklahoma 
Corporation Commission Order approving the designation of the area and reservoir as a ‘reservoir 
dewatering project’ or a ‘reservoir dewatering unit’ must accompany the application letter.”  OAC, 
710:65-13-122(c).  A letter of exemption shall be issued to the operator upon review and approval 
of the application which must be forwarded to the electricity utility to document the sales tax 
exemption on the purchases of electricity.  OAC, 710:65-13-122(d). 
 
 5. An oil and gas operator seeking the classification of an area and reservoir as a reservoir 
dewatering project and/or reservoir dewatering unit must file an application with the Corporation 
Commission on Form 1535 for a determination that the project and/or unit qualifies for the 
exemption.  OAC, 165:10-21-92(b).  The following information is required to be attached to the 
application, to-wit: 

(1) A production test or other appropriate data showing the initial water-to-
oil ratio is greater than or equal to five-to-one (5-to-1) or is greater than or equal 
to the appropriate gas-to-water ratio calculated using the gas conversion factor 
outlined in OAC, 165:10-21-90(d).  For this purpose, a Corporation Commission 
Form 1013 may be filed with the sales tax exemption application to demonstrate 
the initial 5-to-1 water to oil ratio for the reservoir. 

 
(2) Geological structure and isopach maps for the applicable reservoir 

showing its geological characteristics; and any additional engineering and 
                                                                                                                                                             
 

  35  Laws 2002, c. 382, § 2, emerg. eff. June 4, 2002.  Now codified at 68 O.S. Supp. 2007, § 1357(31).  Laws 2006, 
2nd Ex.Sess., c. 44, § 5, eff. July 1, 2007. 
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geological data or information deemed necessary by the Conservation Division 
to evaluate the application. 

 
(3) A schematic diagram of the electrical grid and dewatering and water 

disposal equipment associated with the reservoir dewatering project covered by 
the application. 

 
OAC, 165:10-21-92(b).  Any reservoir that is the subject of an exemption application is required to 
be evaluated by the Corporation Commission to determine the initial water-to-oil ratio is equal to or 
greater than five-to-one (5-to-1); or if the reservoir produces predominantly gas, shall be evaluated 
to determine the initial five-to-one (5-to-1) water-to-oil ratio using a gas conversion factor of one (1) 
barrel of oil converted to an MCF of natural gas based on an initial natural gas formation volume 
factor, BTU or price calculation or conversion accepted by the Conservation Division.  OAC, 
165:10-21-90(c) and (d).  If the application is approved, a copy of the approval is forwarded to the 
operator and the operator is required to contact the Tax Commission to obtain the tax exemption.  
OAC, 165:10-21-92(c)(1) and (2). 
 
 6. The refund of sales tax erroneously paid is governed by § 227 of the Uniform Tax 
Procedure Code.  Section 227 provides in pertinent part: 

(a) Any taxpayer who has paid to the State of Oklahoma, through error of 
fact, or computation, or misinterpretation of law, any tax collected by the Tax 
Commission may, as hereinafter provided, be refunded the amount of such tax 
so erroneously paid, without interest.36 

 
(b)  Any taxpayer who has so paid any such tax may, within three (3) years 

from the date of payment thereof file with the Tax Commission a verified claim 
for refund of such tax so erroneously paid. 

 
(c) Said claim so filed with the Tax Commission, * * * shall specify the 

name of the taxpayer, the time when and period for which said tax was paid, the 
nature and kind of tax so paid, the amount of the tax which said taxpayer 
claimed was erroneously paid, the grounds upon which a refund is sought, and 
such other information or data relative to such payment as may be necessary to 
an adjustment thereof by the Tax Commission.  * * *It shall be the duty of the 
Commission to determine what amount of refund, if any, is due as soon as 
practicable after such claim has been filed and advise the taxpayer about the 
correctness of his claim and the claim for refund shall be approved or denied by 
written notice to the taxpayer. 

 
 7. “The state cannot be sued for the recovery of taxes paid in absence of legislative consent 
to such suit, and hence the right to recover taxes so paid must be found in a statute.”  Sullivan v. 
Oklahoma Tax Commission, 1954 OK 266, 283 P.2d 521, head note 1.  “When examining a 
                                                 
  36  But see, 68 O.S. 2001, § 227(f) which provides that § 227 does not apply to: (1) refunds of income tax 
erroneously paid, (2) estate taxes, and (3) in any case where the tax is paid after an assessment thereof is made and 
the assessment has become final under § 221 of the Uniform Tax Procedure Code. 
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statutory remedy to recover tax payments, we have said that ‘[g]enerally, when a statute creates both 
a right and a remedy for its enforcement the statutory remedy is exclusive.’”  Apache Corp. v. 
Oklahoma Tax Commission, 2004 OK 48 at ¶ 10, 98 P.3d 1061, 1064, citing R.R. Tway, Inc. v. 
Oklahoma Tax Commission, 1995 OK 129, 910 P.2d 972, 978. 
 
 8. Claimant initially argues that they are not being treated similarly to other taxpayers in 
like situations citing Oklahoma Tax Commission Order No. 2005-05-24-04.  In that Order, taxpayer 
had applied for a manufacturer sales tax exemption permit (“MSEP”) and the Commission 
approved the Division’s policy of refunding any sales tax paid by the taxpayer during the period of 
time between the taxpayer’s MSEP application date and issuance date of the MSEP by the Division, 
despite the fact that the statute required the taxpayer to present the MSEP to its vendor at the time of 
purchasing any tangible personal property.  Claimant’s argument is incorrect.  Claimant, like the 
taxpayer in Order No. 2005-05-24-04, received a full refund of the sales taxes paid on the electricity 
used in the dewatering projects subsequent to date of its application for exemption was filed with 
the Corporation Commission.  See, the Manufacturer Refund Request  work sheets identified as 
Exhibits F, DEWATERING PROJECT A, DEWATERING PROJECT B AND DEWATERING 
PROJECT C. 
 
 9. Claimant also argues that the Division’s position is contrary to the “Relation Back 
Doctrine” and fails to consider all of the related and inseparable acts which led up to the refund 
request.  The issue is whether Claimant’s refund request relates back to the “reservoir dewatering 
project” application filed with the Corporation Commission, thus tolling the refund statute of 
limitations. 
 
 The doctrine of relation back is "that principle by which an act done at one time is 
considered by a fiction of law to have been done at some antecedent period."  Black's Law 
Dictionary 1158 (5th ed. 1979).  The doctrine is only applicable when the two separate acts arise out 
of, are based on or relate to the same subject matter, conduct, transaction or occurrence.  Id.  See, 
Matter of Request of Hamm Production Co., 1983 OK 92, 671 P.2d 50. 
 
 Section 1357(31) provides that the Corporation Commission is responsible for classifying 
“oil and gas development projects” as a “reservoir dewatering unit”.  This is accomplished by the oil 
and gas operator filing an application on Form 1535 with the Corporation Commission “seeking the 
classification of an area and reservoir as a reservoir dewatering project and/or reservoir dewatering 
unit”.  OAC, 165:10-21-92(b).  If the application is approved, the operator is required to file an 
application with the Tax Commission to obtain the tax exemption.  OAC, 165:10-21-92(c) and 
710:65-13-122(b) and (c). 
 
 The application before the Corporation Commission seeks the classification of an area and 
reservoir as a reservoir dewatering project and/or reservoir dewatering unit.  Claimant’s verified 
claim for refund sought the refund of sales taxes paid on electricity used in the reservoir dewatering 
projects.  The two acts do not arise out of, are not based on and do not relate to the same subject 
matter, conduct, transaction or occurrence.  Further, as the Court stated in Apache, supra at ¶ 11, 
"[t]his Court has previously declined to interpose equity to block the requirements of mandatory 
procedural tax statutes", citing R.R. Tway, Inc., supra and Whig Syndicate, Inc. v. Keyes, 1992 OK 
95, 836 P.2d 1283, 1288. 



NON-PRECEDENTIAL DECISION OKLAHOMA TAX COMMISSION 

 12 of 12 OTC ORDER NO. 2009-04-16-02 

 
 10. Claimant's protest to the partial denial of its sales tax refund claim should be denied. 
 

DISPOSITION 
 
 Based on the above and foregoing findings of fact and conclusions of law, it is ORDERED 
that the protest to the denial of the claim for refund of Claimant, COMPANY, be denied. 
 

OKLAHOMA TAX COMMISSION 
 
CAVEAT: This decision was NOT deemed precedential by the Commission.  This means that 
the legal conclusions are generally applicable or are limited in time and/or effect.  Non-
precedential decisions are not considered binding upon the Commission.  Thus, similar issues 
may be determined on a case-by-case basis.   


