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ORDER

The Departnment entered a tentative assessnment of value of
utility property against Delta Airlines, Inc. ("Taxpayer") for the
tax year 1987. The Taxpayer appealed to the Adm nistrative Law
Division and a hearing was conducted on Novenber 18, 1987. The
Hon. Hel ene Cohen appeared on behal f of the Taxpayer. Assistant
counsel Ron Bowden represented the Departnent. Based on the
evidence and argunents presented by the parties, the follow ng
findings of fact and conclusions of |aw are hereby nade and
ent er ed.

FI NDI NGS OF FACT

Code of Ala. 1975, 840-9-1(24) exenpts fromad val oremtax al
aircraft, replacenent parts, etc. used by a certified or licensed
air carrier in a "hub operation within this state". A hub
operation is defined by the above statute as a | ocation where there
"originates" fifteen or nore flight departures and five or nore
"different first-stop destinations.” Further, each flight nust

operate at |east five days per week for six or nore nonths during



the year, and property and/or passengers nust be exchanged at the
| ocati on between flights.

The issue to be decided is whether the Taxpayer's Birm ngham
operation constitutes a hub wthin the scope of the above
exenpti on.

The relevant facts are undisputed. The Taxpayer is an air
carrier and operates twenty different flights that either begin,
are routed through, or termnate in Birmngham Each flight
operates at least five days per week for nore than six nonths
during the year. Passengers and/or property are regularly
exchanged between flights.

Five of the flights begin in Birm ngham and another five have
Bi rm ngham as a final destination. For the remaining ten flights,
Birm ngham is a connecting city. Al total, fifteen different
flights depart from Bi rm ngham on a regul ar basis.

Al flights departing from Birm ngham (both beginning and
connecting flights) nake first-stops at any one of seven different
cities. However, all flights beginning in Birmngham nmake a first-
stop in Atlanta. Birmnghamis the first-stop for generally three
or four different flights.

CONCLUSI ONS OF LAW

Code of Al abama 1975, 840-9-1(24) provides an exenption from ad

val orem t axes as foll ows:

(24) Al aircraft, replacenent parts . . ., when
used by a certified or licensed air carrier with a
hub operation within this state,. . . For the

pur pose of this subdivision, the words "hub operation
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within this state" shall be construed to have all of
the followng criteria:

(a) There originates from the location 15 or

more flight departures and five or nore different
first-stop destinations five days per week for six

or nore nonths during the cal endar year; and

(b) Passengers and/or property are regul arly exchanged
at the location between flights of the sane or a
different certified or licensed air carrier.

The parties agree that the Taxpayer is a licensed air carrier and
that property and passengers are regqularly exchanged between
flights in Birmngham Further, all flights operate at |east five
days a week for six or nore nonths during the year. Thus, the only
issue is whether there originates fromBirm nghamfifteen or nore
flight departures and five or nore different first-stop
destinati ons.

The Departnent argues that "originates" should be construed to
mean "begins". Thus, a flight originates only once, at the
| ocation where the flight nunber is assigned and it first departs.

Under that interpretation, the exenption should be deni ed because
only five flights actually begin in Birm ngham

On the other hand, the Taxpayer equates "originates" wth
"departs". That is, a flight originates each tine it departs a
| ocation. For exanmple, a flight fromAtlanta to Dallas-Ft. Wrth
vi a Bi rm ngham and Menphi s woul d ori gi nate upon each departure from
Atl anta, Birm ngham and Menphis. if the Taxpayer is correct, the

exenpti on woul d apply because fifteen flights depart Bi rm ngham on

a regul ar basis.
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"Originate" is not defined by applicable Al abama |law. in such
cases, a word nust be given its plain, commbn neani ng. Adans V.

Mat his, 350 So.2d 381; Darks Dairy v. Al abama Dairy Conmm ssion, 367

So.2d 1378. The Anerican Heritage Dictionary, Second College
Edition, defines "originate" as follows: "To bring into being
create. To cone into being; start."” Further, the dossary of Ar
Transportation Terns, 1st Edition (1977), issued by the Gvil
Aeronautics Board, defines "origin" as "[T]he first point in the
itinerary and the point where the passenger (or cargo) first boards
a carrier at the beginning of the itinerary.” Using those
definitions, a flight originates only once, when it departs its
begi nning |l ocation. While each flight segnent may originate with
each departure, the flight itself originates only once.
Consequently, the Taxpayer has only five flights originating in
Bi r m ngham

The Taxpayer argues that the Departnent's "position represents
a msunderstanding of the definition of an airline hub and industry
practices on flight nunbering."” According to the Taxpayer, a hub is
the central location of an airline network. Flights nmay begin at
the hub, but nore often begin and are nunbered at another |ocation
and are routed through the hub at sone point during the flight.

However, the Legislature has specified that at least fifteen
flights nmust originate, i.e. begin, at an Al abama | ocation for that
| ocation to be exenpt as a hub operation under 840-9-1(24). Thus,

whi | e Bi rm ngham may have sone general characteristics of a hub or
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control location, it is not a hub within the purview of the
exenption statute. The plain | anguage of a statute nust control,
and the intention of the Legislature can only be determ ned from

the specific | anguage of the statute. Advertiser Conpany v. Hobbi e,

474 So.2d 93; State v. Zewen, 116 So.2d 373; Montgonery Bridge and

Engi neering, Inc. v. State of Al abama H ghway- Departnent, 440 So. 2d

1114.

The Taxpayer interprets the statute as follows: "[T]here departs
from the location 15 or nore flights going to five or nore
different first-stop destinations". However, the Legislature
cannot be presuned to have used the word "originates" for no

pur pose. Robinson v. State, 361 So.2d 1113, on remand 361 So. 2d

1115. Al'so, when interpreting an anbi guous statute, an exenption

fromtaxation nmust be construed agai nst the taxpayer. Al abanma Farm

Bureau Mut, v. City of Hartselle, 460 So.2d 1219.

Concerning "first stop destination", the Departnent contends
that Birmnghamis a first-stop destination when it is the first
stop for a flight, i.e. Flight 711 from Atlanta to Birm nghamto
Menphis to Las Vegas.

However, a nore reasonable construction is that a first-stop
destination is that location at which a flight first lands. But
whi |l e departures fromBirm nghamgo to seven different cities, the

exenption further requires that originating flights nust have five

different first-stop destinations. "There originates from the

location . . . five or nore different first-stop destinations". A
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revi ew of Taxpayer's Exhibit 2, concerning June and Cctober, 1986,
indicates that all flights originating in Birmngham have only one
first-stop destination, Atlanta. Consequently, flights originating

i n Birm ngham have only one first-stop destination.

The above considered, the Departnent's tentative assessnent of
value is correct and should be made final

Done this 18th day of Decenber, 1987

Bl LL THOMPSON
Chi ef Adm nistrative Law Judge



