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stated separately from other charges, so long as the pilot or crew 

remains under the supervision and control of the aircraft's owner. 

The company providing the charter service may owe sales or use 

tax, however, when purchasing aircraft used to provide the 

non-taxable transportation service. 

Fractional Ownership 

The purchase of an interest in an aircraft may be taxable. 

No tax is due if the interest is part of a fractional aircraft program 

where the sponsor/seller places several aircraft in a lease exchange 
pool under the control of a management company. Such interest is 

considered a non-taxable transportation service since the manage­
ment company provides all flight crews, maintenance, and adminis­

trative services required to operate the aircraft. The sponsor/seller 

cannot purchase aircraft used in the program tax-free for resale. 

Tax is due, however, if the co-owners either fly the aircraft them­
selves or directly hire and fire the flight crew. 

Exemptions 

No sales and use tax is due if the aircraft is purchased, leased, or 

rented by a: 

• licensed and certificated carrier. The carrier must be authorized

by the Federal Aviation Administration (FAA) to operate as a com­
mon or contract carrier, and use the aircraft exclusively to transport

persons or property for hire in the regular course of business.

• flight school.flight insm1cto1; or student. The school, instructor, or stu­
dent must use the aircraft exclusively for FAA-approved flight instruction.

• person for use and registration in another state or nation before

any use in Texas. At the time of sale, both the seller and the pur­

chaser must sign an exemption certificate, form O 1-907, available

online at http://window.state.tx.us/taxinfo/taxforms/01-forms.html.
The completed certificate should be sent to:

Texas Comptroller 

Business Activity Research Team 

Post Office Box 13003 

Austin, Texas 78701-3003 

Training in the aircraft in Texas and then flying the aircraft out of 

state does not constitute use in Texas. 

• foreign government.

A person who claims an exemption should issue a completed 

exemption certificate to the seller to document that no tax is due 
on the sale. 

An owner renting or leasing aircraft must have a sales tax permit 

in order to purchase the aircraft tax-free for resale. If the owner 

rents or leases an aircraft to a lessee who claims an exemption, the 
owner must accept and keep a completed exemption certificate to 

document the fact that no tax is due on the lease or rental. 
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A person who claims an exemption and then uses an aircraft for a 

non-exempt purpose must remit use tax based on the fair market 

rental value for the period of non-exempt use. The person may 

choose to cease paying tax on the fair market rental value at any 

time and instead pay the sales tax on the original purchase price, 

without credit for any taxes previously paid. 

Exemption as Occasional Sale 

The purchase of an aircraft may also be exempt if it is purchased 

from a non-permitted seller who makes an occasional sale. An 

"occasional sale" is one made by a person who does not habitual­

ly engage in the business of selling taxable items and who sells 

two items during a twelve-month period. To document the 

exemption, a purchaser should ask the seller to sign an affidavit, 

a copy of which is Appendix I. 

Occasional sale exemptions do not apply to leases and rentals, 

and cannot be used by anyone who has a sales tax permit. 

Exemption as an Identifiable Segment of a Business 

The purchase of an aircraft may be exempt from sales or use tax 

if prior to the sale of the aircraft the income and expenses attrib­

utable to the aircraft could be separately established from the 

books of account or record. "Income" is revenue generated by the 

aircraft, and "expenses" means those operating expenses incurred 

in providing the aircraft rental or service. 

The purchaser and seller must keep records to document such an 

exemption. 

Maintenance and Repair 

Labor charges to repair, remodel, maintain, or restore an aircraft 

are not taxable. For example, a labor charge to replace a tire or 

avionics on an aircraft is not subject to sales tax. 

When a repairman bills a single charge for parts and labor, the 

repairman should not collect sales tax from the customer. The 

repairman should pay tax, however, when buying the parts from 

his supplier. 

If the invoice separates charges for labor and parts, the repairman 

should collect tax on the parts. There is no sales tax on the labor 

charges. When buying parts from its supplier, the repairman may 

give a resale certificate in lieu of paying sales tax. 

A repairman who performs services under an extended warranty 

must collect sales tax on charges for any parts. No sales tax is due 

on parts furnished by a manufacturer for repairs under a manu­

facturer's warranty. 

Tax is due on consumable supplies, tools, and equipment (not 

incorporated into the aircraft) used in repairs for customers other 

than certificated carriers or flight schools. The person making 

repairs should pay tax to its supplier and may not collect tax from 

customers on any charges for these items. 
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