. SALES "TAX:: : Electrical current used to p}Qveﬂt.
TAXATION: electrolysis of pipe lines not subject to
PUBLIC UTILITIES: sales tax,

December 7, 1955

Hanarable We He ﬁurko
Asaistent Supervisop
Sales Tax Division
Department of Revenue
3bffaraan Giﬁy, Missourdi

Daar mr. Burkas

?his offige is in,renﬁipt of a request from you for an
opinion as falléwa: R

"We have & pequest rram & common carrier
pipe line vompany for an exempiion from
~ @ales tex on ilnvoices for eleestriclity
 uged by them in cathodie protection units
- at varlous polints in Hﬁasenri.

"These units are for the purpose of pre-
venting elaatralzais or deteriovation of
the lines by static electiricity which
forms on the pipes from various causes,
Thies statip ele ctricity bullde up to 2
peint where a discharge inte the ground
ocours, and at this point electrolysis or
pitting of the pipe ocecurs unless these
cathodic proteetion units are installed.
This condition doés not effset the opera-
tion of the common carrier in transporting
0oil ineide the pipes, and the eathodic

. uynite are for the purpose of greatly pro-
longing the life of ﬁhesa pipes.

“The eommon carrier claims thet under
Rule 57 of our Rules and Regulastions that
they should be exempted from paying salss
tex on bhese invoilces and therefore desire
a refund of the sales tex already pald by
them for the past two years. Will yom
please advise if they should be exempted
from the sales tax on these transactionst"
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The purpose of the use or the electrical eurrenﬁ, the
sales tax upon which ia in question here, 18 shown to be for
the protection of the steel pipe in the company's pipe line.
Its use does not extend to the furtherance of the movement of
the 0il in the pipe in interastate commerce as we understand it
in your request letter, It is alleged to be exempted from the
purview of the tax ecoording to Rule 57. It is thought best
" to guote Rulé 57 of the rules and regulations relating to the
Missouri Sales Tax (revised to November 1, 1953) which is quoted
in what we ﬁhink to be the applieable part as follows:

“?he aales tax is 1mpoaaé on #ales of
elestrioclity, elactrical current, water
and gas to domestie, commercial or indus«

‘.$ria1 eonsumers only and is not imposed

. .on sales to other classés of éonsumers ;
‘(Kansas City Power & ILight Co. v, Smith,
State Auditor, 111 8.W. (24) 513).

. Examples of eonsumers that cannot be ¢lagsi-
- fied ag commercial consuméra are public
utilities, waterworks, telegraph and tele-
phons companies, rallroads and street rail-
ways and other common carriers when the.
electricity, electrical current, water and
gas are not used in commercial phases of
the business. The tax does apply when the
electriolty, electrical current, water and
gas are used in sales rooms, dlsplay rooms,
retall stores, downtown tilcket offices, and
ather such commercial phases of the above
consumers business."

This above rule appears to have been formulated 1n acéordance
with Seections 1U44.010 and 144,020, RSMo 1949. Seetion 1hl,020,
Eubdivision‘3 is as follows!

"3, A tex equivalent to two per cent of
~amounts paid or charged on all sales of
electricity or electrical current, water
and gas, natural or artificial, to domestic,
eommeroial or industrial consumers,"

Rule 57, in the portion guoted above, seems to have besn
developed from consideretlion of the abové guoted portion of the
Sales Tax Act and to have been further modifled by the deeision
in Kensas ity Power and Light Co, v. Smith which it quotes, It
ies belleved, that in view of the decision in the above e¢ase, that
the use of eleetrical current, for the purposes described in the
opinion request, cannot be debermined to be for domestlc, commercial
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or industrial consumption, It is thought best to here quote
from the Power and Light Sompany case at l.c0. S.W, 515 as followss

"(6) 1If appellent is correct in his
 eonténtion that. the word 'oommercial!
ineludes everything pertaining to
commsree,; then it would also include
industrial pursults; for instance, &
shoe manufactirer is engaged in an
industrial pursult in making and sellw
ing shoes, If 'eommﬁreial’ is used in
1ts broed senge, k3 ineludes also the
word !industrial.!  This the appellant
admits, for in his brief he sayst 'We
respectfully urge upon this court that
the term "commercial" as used 1n this
act, might inelude in its seope "indug-
trial, for both are closely asacciated"
“eommereial" ineludes "industrial,™! 1f
the word 'commercial' includes 'industrial,’
then why did the Legislature use the word
tindustrial' also? We have diready seen
that every word ghould be given a meéaning
in construing a statute 1f possible; we
‘thersfore conelude that the word 'commercial!
was not used by the Legialature with the ‘
intention of ineluding the word 'industrial,!
Both were used in the act, not in the broad
sense, but, rather, in a raatrictad sense.

"The ordinarily acceptsed use of the phrase
teommerclal establishment! denotes a place
where eormmodities are axchangea, bought,

. or sold, while the ordinarily accepted mean-

‘ ing of the phrase 'industrial establishment!
denotes a place of business 'Which employs
mach labor and capital and is a distinet
branch of trade; &s, the sugar indusbtry,!
Webster's New International Dietionary.
Thus, we see that the transportation of pase
gengers would not come within the ordinary
meaning of either the word 'conmercialt or
'industrial.'"

Of course, since it 1s a generally accepted rule that tax-
ing statutes should be strietly construed in favor of the tax
payers, we must come to the eonclusion thet the purpose of the
use of the electrical current sought to be charged with sales
tax is neither domestic, commercial nor industrial under the

-3m
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strict meaning of those terms and as they are construed by
. our Supreme Court, ~

 CONCLUSION

It is therefore the opinion of this office that elesctriesl
current used by a common carrier pipe line in a process for the
protection snd preservation of the steel in the pipe line does
not come within the terms of Sections 1lli.010 and 14l.020,

RSMo 1949. It is thererore not subject to tax.,

- The faregoing apinien, whiah I hereby approve, wWas pre-
pared by mw assistant Jamsa W, Earia.

Yours very truly,

- JOHN M. DALTON
Attorney General

Jur/os



