M SSI SSI PPl LEQ SLATURE REGULAR SESSI ON 2004

By: Senator(s) Dearing, Pickering To:  Finance

SENATE BI LL NO. 3063

1 AN ACT TO AMEND SECTI ON 27-25-703, M SSI SSI PPI CODE OF 1972,
2 TO PROVI DE THAT ANY WELL VWH CH BEA NS COMVERCI AL PRODUCTI ON OF

3 OCCLUDED NATURAL GAS FROM COAL SEAMS ON OR AFTER JULY 1, 2004, AND
4 BEFORE JULY 1, 2007, SHALL BE TAXED AT THE RATE OF 3% OF THE GROSS
5 VALUE OF THE OCCLUDED NATURAL GAS FROM COAL SEAMS AT THE PO NT OF
6 PRODUCTION FOR A PERIOD OF 5 YEARS BEG NNI NG ON THE DATE OF THE

7 FIRST SALE OF PRCDUCTI ON FROM SUCH WELL; AND FOR RELATED PURPCSES.
8 BE I T ENACTED BY THE LEGQ SLATURE OF THE STATE OF M SSI SSI PPI :
9 SECTION 1. Section 27-25-703, M ssissippi Code of 1972, is
10 anended as foll ows:

11 27-25-703. (1) Except as otherw se provided herein, there
12 is hereby levied, to be collected hereafter, as provided herein,
13 annual privilege taxes upon every person engagi ng or continuing
14 wthin this state in the business of producing, or severing gas,
15 as defined herein, frombelow the soil or water for sale,

16 transport, storage, profit or for conmercial use. The anount of
17 such tax shall be nmeasured by the value of the gas produced and
18 shall be levied and assessed at a rate of six percent (6% of the
19 value thereof at the point of production, except as otherw se
20 provided in subsection (4) of this section.
21 (2) The tax is hereby | evied upon the entire production in
22 this state, regardless of the place of sale or to whom sold or by
23 whomused, or the fact that the delivery nay be nade to points
24 outside the state, but not |evied upon that gas, including carbon
25 dioxide, lawfully injected into the earth for cycling,
26 repressuring, lifting or enhancing the recovery of oil, nor upon
27 gas lawfully vented or flared in connection with the production of
28 oil, nor upon gas condensed into liquids on which the oi
29 severance tax of six percent (6% is paid; save and except,
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however, if any gas so injected into the earth is sold for such
pur poses, then the gas so sold shall not be excluded in conputing
the tax, unless such gas is carbon dioxide which is sold to be
used and is used in Mssissippi in an enhanced oil recovery

met hod, in which event there shall be no severance tax |evied on
carbon di oxi de so sold and used. The tax shall accrue at the tine
the gas is produced or severed fromthe soil or water, and in its
natural, unrefined or unmanufactured state.

(3) Natural gas and condensate produced fromany wells for
which drilling is comrenced after March 15, 1987, and before July
1, 1990, shall be exenpt fromthe tax |levied under this section
for a period of two (2) years beginning on the date of first sale
of production fromsuch wells.

(4) (a) Any well which begins comercial production of
occl uded natural gas fromcoal seans on or after March 20, 1990,
and before July 1, 1993, shall be taxed at the rate of three and
one-hal f percent (3-1/2% of the gross value of the occluded
natural gas fromcoal seans at the point of production for a
period of five (5) years after such well begins production.

(b) Any well which begins comrercial production of

occl uded natural gas fromcoal seans on or after July 1, 2004, and

before July 1, 2007, shall be taxed at the rate of three percent

(399 of the gross value of the occluded natural gas from coal

seans at the point of production for a period of five (5) years

begi nning on the date of the first sale of production from such

well .
(5 (a) Natural gas produced fromdiscovery wells for which
drilling or reentry commenced on or after April 1, 1994, but
before July 1, 1999, shall be exenpt fromthe tax |evied under
this section for a period of five (5) years beginning on the
earlier of one (1) year fromconpletion of the well or the date of
first sale fromsuch well, provided that the average nonthly sal es

price of such gas does not exceed Three Dollars and Fifty Cents
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($3.50) per one thousand (1,000) cubic feet. The exenption for
nat ural gas produced from di scovery wells as described in this
paragraph (a) shall be repealed fromand after July 1, 2003,

provi ded that any such production for which a permt was granted
by the board before July 1, 2003, shall be exenpt for an entire
period of five (5) years, notwithstanding that the repeal of this
provi si on has becone effective. Natural gas produced from

devel opnent wells or replacenent wells drilled in connection with
di scovery wells for which drilling commenced on or after January
1, 1994, shall be assessed at a rate of three percent (3% of the
val ue thereof at the point of production for a period of three (3)
years. The reduced rate of assessnent of natural gas produced
from devel opnment wells or replacenent wells as described in this
paragraph (a) shall be repealed fromand after January 1, 2003,
provi ded that any such production for which drilling comenced
before January 1, 2003, shall be assessed at the reduced rate for
an entire period of three (3) years, notw thstanding that the
repeal of this provision has becone effective.

(b) Natural gas produced fromdiscovery wells for which
drilling or reentry commenced on or after July 1, 1999, shall be
assessed at a rate of three percent (3% of the value thereof at
the point of production for a period of five (5) years begi nning
on the earlier of one (1) year fromconpletion of the well or the
date of first sale fromsuch well, provided that the average
nonthly sales price of such gas does not exceed Two Dol |l ars and
Fifty Cents (%$2.50) per one thousand (1,000) cubic feet. The
reduced rate of assessnent of natural gas produced from di scovery
wells as described in this paragraph (b) shall be repealed from
and after July 1, 2003, provided that any such production for
which a permt was granted by the board before July 1, 2003, shal
be assessed at the reduced rate for an entire period of five (5)
years, notw thstanding that the repeal of this provision has

becone effective. Natural gas produced from devel opnent wells or
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repl acenent wells drilled in connection with discovery wells for
which drilling commenced on or after July 1, 1999, shall be
assessed at a rate of three percent (3% of the value thereof at
the point of production for a period of three (3) years. The
reduced rate of assessnent of natural gas produced from

devel opnent wells or replacenent wells as described in this
paragraph (b) shall be repealed fromand after January 1, 2003,
provi ded that any such production for which drilling comenced
before January 1, 2003, shall be assessed at the reduced rate for
an entire period of three (3) years, notw thstanding that the
repeal of this provision has becone effective.

(6) (a) Gas produced froma devel opnent well for which
drilling comenced on or after April 1, 1994, but before July 1,
1999, and for which three-di nensional seismc was utilized in
connection with the drilling of such well, shall be assessed at a
rate of three percent (3% of the value of the gas at the point of
production for a period of five (5) years, provided that the
average nonthly sales price of such gas does not exceed Three
Dollars and Fifty Cents ($3.50) per one thousand (1,000) cubic
feet. The reduced rate of assessnent of gas produced froma
devel opnent well as described in this subsection and for which
t hree-di nensional seismc was utilized shall be repealed from and
after July 1, 2003, provided that any such production for which a
permt was granted by the board before July 1, 2003, shall be
assessed at the reduced rate for an entire period of five (5)
years, notw thstanding that the repeal of this provision has
becone effective.

(b) Gas produced from a devel opnment well for which
drilling comenced on or after July 1, 1999, and for which
t hree-di nensi onal seismc was utilized in connection with the
drilling of such well, shall be assessed at a rate of three
percent (3% of the value of the gas at the point of production

for a period of five (5) years, provided that the average nonthly
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sal es price of such gas does not exceed Two Dollars and Fifty
Cents ($2.50) per one thousand (1,000) cubic feet. The reduced
rate of assessnment of gas produced froma devel opnent well as
described in this paragraph (b) and for which three-di nensional
seismc was utilized shall be repealed fromand after July 1,

2003, provided that any such production for which a permt was
granted by the board before July 1, 2003, shall be assessed at the
reduced rate for an entire period of five (5) years,
notw t hstandi ng that the repeal of this provision has becone
effective.

(7) (a) Natural gas produced before July 1, 1999, froma
two-year inactive well as defined in Section 27-25-701 shall be
exenpt fromthe taxes |levied under this section for a period of
three (3) years beginning on the date of first sale of production
fromsuch well, provided that the average nonthly sal es price of
such gas does not exceed Three Dollars and Fifty Cents ($3.50) per
one thousand (1,000) cubic feet. The exenption for natural gas
produced froman inactive well as described in this subsection
shall be repealed fromand after July 1, 2003, provided that any
such production which began before July 1, 2003, shall be exenpt
for an entire period of three (3) years, notw thstanding that the
repeal of this provision has becone effective.

(b) Natural gas produced on or after July 1, 1999, from

a two-year inactive well as defined in Section 27-25-701 shall be
exenpt fromthe taxes |levied under this section for a period of
three (3) years beginning on the date of first sale of production
fromsuch well, provided that the average nonthly sal es price of
such gas does not exceed Two Dollars and Fifty Cents ($2.50) per
one thousand (1,000) cubic feet. The exenption for natural gas
produced froman inactive well as described in this paragraph (b)
shall be repealed fromand after July 1, 2003, provided that any

such production which began before July 1, 2003, shall be exenpt

S. B. No. 3063 *SS26/R1201*
04/ SS26/ R1201
PAGE 5



161
162
163
164
165
166
167

for an entire period of three (3) years, notw thstanding that the
repeal of this provision has becone effective.

(8 The State Ol and Gas Board shall have the excl usive
authority to determne the qualification of wells defined in
paragraphs (n) through (r) of Section 27-25-701.

SECTION 2. This act shall take effect and be in force from

and after July 1, 2004.
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