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I am writing m respMM to your request regarding Oklahoma sales tax. set forth am the facts
presented AWN with the questions posed and the" morem, 

Factsi:: 

XYZ Corporation ( XYZ") is au Oklahomabawd well servicing caratpany that previdss
well hydmulic tincturing services (" free jobs ") for off & gas eompamea in the state of
Oklahoma- Hydraulic fiucturmg is a will stimulabon:, &mice sa which frac fluids
primarily water) arepumped down casing ora temporary woekatringander ltililipressnm

to arti ficially fracture the resevov rock in eider to increase pen eabilily and produ morL

prWpants ( pauaal and and ceramics) are suspended m the free fluid and function as
rI*pmg agents. The fluid, wbidt contains the proppants,: enters theproducing formation
and pasts, or fractures, it. WhentdoPressweis Messed at the mface, a small portion of
the five fluid returns to the wallborr and the fi-Ictures in the formation partially close on
the 1noPpants.. leaving channels & r the oil or gas to flow through to the welll., The
small portion of the frae fluid is recovered by XYZ when the preset M is released at the
surface; but the PtoPPams remain downhole in the formation of the well for an bulcfm— 
period of time after titer fracturing service is perfumed, Any mouvered frac fluid is then
disposed ofby XYZ: 

XYZ Pnrcbsse thepmpPaots and frao fluids used to the fine jobs: from third. -party
vendors.- When invoicing its customer for the fiat job, XYZ separately asses the labor
ami material charges. Plesse pmvdde chu fc4tion on the application of the Oklahoma
Sales and Use Tax Code for the fallowing questions: - . 
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1. When Providing hydnmW kada ing services, is XYZ considered teontracWr es- defmod by . aktab=& Admmstradve code 7co:os- 19 -s57

2. Is XYZ considered tbeend user and consumerofthe materials (proppants and free fhpds) drat
uses to pea% rm the fracturing services? If not, are the materiels used by XYZ to perform

services resold to XYZ' s customer $achy allowing XYZ pct purchase Ste materials
tau fife4purcheses for resale? 

3. If XYZ's purchases ofproppaats and frac fluids are taxable to XYZ:w4en purchased because
prey am caataumed m th& service; are the scps ately stated .. charges for these matsrials unn- 
taxable when XYZ mvmc" theyoil & gas company for the Sac job?' 

The

sub

sale

saleeI f
coo

am

squ

tax

sere

eon

and

Raid

reeei

Cum

sales

sales

i

k ftaetunnu S= iCea:. described 2have wr nm now of

GWlN6E. 

sees wholly as a provider e
ofall items oftangible nea

tax c

a

Wask

W seller for any smvrcp maxssary

aiges and msmiiatioa- Charges, Yates
a and

raadC -m...: • si Qai. g t'3gitliMel

f a'» ontaxable service, it would be the, taxable
I property and services used to puwlda the

16:65 -19 -3119. As sttub, your client would not
t and itemize tau: but would owe state sales o€ ase
ms purchased to provide tl>e bydraulic fracturing
m outside Qklafivma, frour a vendor that is not
it is required to aceme and remit Oklahoma state

JAS 77( 1: b5 -Y - 7. 

oftangible personal property= proppans and fmc
le service, it mast coldest sweg tax on the gross, 
a: and report and =mcnit saw to the Oktifxnas Tax
m hydraulic &naming scmces are not subject to
how of

sal ±
ate paranoid property eaempt from

Rhoma permit. 04 aS. 91357(3).,. 
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This response applies: only to the Orcumsmam " dmussed in your watt a VmVelt of May 03, 
2011 Pursuant to Dktahmm Adminish ve f Ode 710 :T- 3- 73(e), Tiffs Letter it W g. may lam. 
gaterally.relied upon only by the entity to whom it is issued; asa<uvin8 that stt perGnsat facts.,: 
have been accivaateiy aM completel estate(; and there has been no change in applicable law. 

Sincerely, 

OKLAHOMA TAX COMMKWON
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Tax PolicyAnalyst - 


