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Dear

Re:  Our File No. LR- 15- 023

This is in response to your request for a letter ruling on the application of the sales tax exemption
for agricultural production for the items listed in your correspondence. Set forth are the questions
presented and the response thereto.

Questions

Can a farmer claim an agricultural exemption on items that would be used to comply with state
or federal law in their agricultural business? Examples of these items are listed below.

1.  Out of service tags for equipment
2.  Employee law manual & training
3.  OSHA newsletter in paper or online
4.  CSA( Compliance, Safety, Accountability) manuals or online services

Can a farmer claim an agricultural exemption on items or services that may not be required to
comply with state or federal law, but are still used in their agricultural business? Examples of
these items are listed below:

1.  Hazardous materials training manual.
2.   Slip, Trips and Falls training online.

Response

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

Please note that charges for online training, or for newsletters provided electronically are not
subject to tax in Oklahoma.

Section 1358 of Title 68 provides an exemption from sales tax for certain enumerated items
purchased and used in farming, ranching, and other agricultural operations: The items purchased
must be directly used on the purchaser' s farm or ranch in the production of agricultural products.
To be directly used by the purchaser on a farm or ranch in the production of food or agricultural
products, requires that the property in question must have a direct effect on the article being
produced.
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Oklahoma Administrative Code 710: 65- 13- 15 which outlines the sales tax exemption for sales of
items directly used in the production of agricultural products', provides examples of items that

may be purchased by an agricultural permit holder exempt from sales/ use tax if said items are to
be directly used in agricultural production and also gives examples of taxable purchases.

Since the items, listed above are not directly used in the production of agricultural products
persons should not purchase these items exempt from sales tax pursuant to their agricultural
exemption permit. OAC 710: 65- 13- 15( h)( i)(4).  However, Section 1358. 1 of Title 68 provides
that if an exemption by an agricultural exemption permit holder is claimed it must be honored by
the vendor. Therefore, in order to be relieved of liability from the collection of sales tax, a copy
of the agricultural exemption permit card of the purchaser claiming the sales tax exemption for
agricultural production must be accepted from the purchaser and retained in your businesses files
and records. OAC 710:65- 7- 11.  Upon the granting of relief from liability to the vendor, the
purchaser shall be liable for the remittance of the tax, interest and penalty due thereon and the
Tax Commission shall pursue collection thereof from the purchaser in any manner in which sales
tax may be collected from a vendor. 68 O. S. § 1361( A)(4).  Further, a purchaser who uses an
agricultural exemption permit to purchase, exempt from sales tax, items not authorized for
exemption under Section 1358 of Title 68 shall be subject to a penalty in the amount of Five
Hundred Dollars ($500.00).  68 O. S. § 1358. 1( H).

Included in the attached document are the above referenced statutes and administrative rule
provisions.

This response applies only to the circumstances discussed in your request received April 13,
2015. 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

renda J. Sulli an

Tax Policy Analyst

1 "

Agricultural production" and" production of agricultural products" is limited to what would ordinarily be considered a farming
or ranching operation undertaken for profit. The term refers to the raising of food crops or livestock for sale. Included within the
meaning of" agricultural production" and" production of agricultural products" are ranches, orchards, and dairies. Also included
is any feedlot operation, whether or not the land upon which a feedlot operation is located is used to grow crops to feed the
livestock in the feedlot and regardless of whether or not the livestock fed are owned by persons conducting the feedlot. OAC
710: 65- 13- 15( a)( 1).


