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OKLAHO MMISSION
TAX POLICY DIVISION PHONE ( 405) 521 -3133 \ \\ * * 

FACSIMILE ( 405) 522 -0063

RE: LR -11 - 012 ( Sales Tax Inquiry) 
Dear

I am writing this letter in response to your request regarding sales tax. Set forth are the facts
presented along with the response thereto. 

Facts: 

We are a pipeline company that transports fuel products for our customers. During
transportation, we add a Drag Reducing Agent (DRA) at the pipeline to the customer' s
product to increase throughput and decrease energy usage. DRA becomes incorporated
into the customer' s product and increases the total volume of the product, which is then
resold to the end customer; however, we do not bill our customers for DRA. 

Question: 

Do we owe sales or use tax on the purchase of DRA? 

Response: 

Yes, is performing a nontaxable service. The material and supplies
including DRA used or consumed to provide the service are taxable when sold to or purchased
by

This response applies only to the circumstances discussed in your written request of January 7, 
2011. Pursuant to Oklahoma Administrative Code 710: 1- 3- 73( e), this Letter Ruling may be
generally relied upon only by the entity to whom it is issued, assuming that all pertinent facts
have been accurately and completely stated, and there has been no change in applicable law. 

Sincerely, 

Oklahoma Tax Commission

Marc Morrison

Tax Policy Analyst
2501 NORTH LINCOLN BOULEVARD • OKAAHOMA CITY • OKLAHOMA 73194

IT IS OUR MISSION TO SERVE THE PEOPLE OF OKLAHOMA BY PROMOTING TAX COMPLIANCE THROUGH QUALITY SERVICE AND FAIR ADMINISTRATION


