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September 27, 2011

Re: LR 11-087; Income Tax Credit - Investment in Qualified Clean Burning Motor Fuel
Vehicle Property. '

Dear

This is in response to your inquiry of July 25, 201 1wherein you requested aruling concerning
the Investment in Qualified Clean Burning Motor Fuel Vehicle Property income tax credit. What
follows is verbatim your facts and requested ruling and our response thereto.

FACTS:

Our Company is in the solid waste industry. Our employees operate Company-owned
garbage trucks to pick-up solid waste from Oklahoma business and residential customers
which is then delivered to disposal sites (i.e., landfills). In the investment, we will be paying
a vendor who will install a compressed-natural-gas ("CNG") fueling station on our
commercial property. Our Company would use this CNG fueling station to fuel our CNG-
powered garbage trucks. These trucks would either be new CNG-powered garbage trucks or
previously diesel-powered trucks converted to CNG usage. As the fueling station is for our
business operations, the station would not be accessible by the public nor metered-for-fee.

According to the invoice, the single project cost to install the CNG fueling station includes
the following terms -

1. Compressor equipment (duplex ANGI COMPIESSOrs)
2. Skid equipment

3. Inlet system & filtration

4. Captive recovery system

S. Gas cooling system

6. Electric motor

7. Layout design & location construction
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8. Compressor enclosure

9. Control system

10. Analog and digital instrumentation

11. Inlet gas dryer

12. K-rail mounting system

13. Single hose time fill posts

14. Time fill panel

15. Factory and service training - onsite & office
16. Project warranty

17. Technical assistance

RULINGS REQUESTED AND OTC RESPONSES THERETO:

1. Does our investment qualify for the Oklahoma income tax credit for property directly
related to the delivery of a qualified fuel into the fuel tank of a motor vehicle within the
‘Credit for Investments in Qualified Clean-Burning Motor Fuel Vehicle Property' under Title
68 O.S. Section 2357.22? In particular, do we satisfy the 'for commercial purposes' clause
under Section 2357.22(B)(3)(a)?

OTC Response:

68 0.S. § 2357.22 (B)(3)(a) specifies that property which is directly related to the delivery of
compressed natural gas (and certain other clean burning fuel) is qualifying property for the
credit. A copy of 68 O.8. § 2357.22 is enclosed. The statute requires the property to have two
attributes to be eligible. 1) Property must be directly related to the delivery of a qualified
fuel into a motor vehicle and 2) the property must be used for commercial purposes or for a
fee or charge.

The investments contemplated, provided they are for property directly related to the delivery
of compressed natural gas into the fuel tank of a motor vehicle, would qualify for the credit.
It appears that your company would be using the property for the delivery of natural gas into
a motor vehicle for commercial purposes.

2. What costs noted herein are eligible for the above-mentioned tax credits? Furthermore, as
the invoice only notes one total project cost, how do I address the total project cost for
potential ineligible costs?

OTC Response.

Only property which is directly related to the delivery of compressed natural gas is
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qualifying property for the credit. If you wish to have a ruling as to which listed items are
eligible for the credit, detail as to the function of each item is necessary.

As for the one project cost on the invoice issue, it is incumbent on the taxpayer to be able to
prove the cost to obtain the tax credit.

3. What percentage will apply against the total eligible costs to quantify the tax credit to be
claimed on the Company's state income tax return (i.e., is it 75%)?

The credit (per-location) is seventy-five percent (75%) of the cost of the qualified clean-
burning motor vehicle fuel property.

4. Should the depreciable asset basis be reduced by the amount of the tax credit claimed?

No.

This response applies only to the circumstances set out in your request of July 25, 2011.
Pursuant to Commission Rule 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 that there has been no change in applicable law.

Please be advised that the issuance of this ruling does not preclude the Oklahoma Tax
Commission from conducting an audit or examination under 68 Okla. Stat. §206 of any report or
return claiming a credit for the transactions outlined in this letter ruling. The Commission reserves
the right to issue any assessment, correction, or adjustment authorized under 68 Okla. Stat. §221.

If I can be of further assistance, please feel free to call me at (405) 521-3133.

Sincerely,
OKLAHOMA TAX COMMISSION

Michael C.\KAufmann
Tax Policy Analyst




