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I am writing in response to your request regarding the proper sales tax treatment of a sales
leaseback transaction. It is my understanding based on the facts presented in your
correspondence of May 16, 2011 and the information relayed in our recent telephone
conversation that: 

Company A is leasing a piece of equipment from Lessor A. Sales tax has been charged and
remitted on each lease payment. The lease term is for 36 months with a fair market value
purchase option. Company A has leased the equipment for 24 months with payments including
sales tax and intends to pay the remaining 12 months of the lease and exercise the fair market
value purchase option. The applicable sales tax on the remaining lease payments and purchase
amount will also be remitted. Afterwards Company A is then going to sell the equipment to
Lessor B. Lessor B will lease the equipment back to Company A. The terms of the new lease
will have a Fair Market Value purchase option at the end of the lease. 

QUESTION

Since sales tax was paid on the sum of the lease payments with Lessor A, will sales tax be due on
the lease payments made to Lessor B? 

RESPONSE

The sale of tangible personal property, unless specifically exempted by the provisions of the
Oklahoma Sales Tax Code, is subject to the levy of sales tax. 68 O.S. § 1354(A)(1). A sale

includes but is not limited to " the exchange, barter, lease, or rental of tangible personal property
resulting in the transfer of the title to or possession of the property." 68 O. S. § 1352( 22)( a). 

Oklahoma Administrative Code 710: 65 -1 - 2 provides that a sale as defined for purposes of the
Oklahoma Sales Tax Code does not include a sale and leaseback. Therefore, the transactions
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consisting of the sale of the equipment by Company A to Lessor B and leaseback by Lessor B to
Company A are specifically excluded from the definition of sale and therefore are not subject to
sales tax. 

This response applies only to the circumstances discussed in your request of May 16, 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
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Brenda J. Sullivan

Tax Policy Analyst


