M SSI SSI PPl LEG SLATURE REGULAR SESSI ON 2007

By: Representative Reeves To: G1l, Gas and O her
M neral s; Ways and Means

HOUSE BI LL NO. 789
(As Passed t he House)

1 AN ACT TO AMEND SECTI ON 53-1-73, M SSISSIPPI CODE OF 1972, TO
2 CLARIFY THE PAYMENT OF ADM NI STRATI VE TAX ON O L PRODUCED AND SOLD
3 IN THE STATE, TO AMEND SECTI ON 53-1-75, M SSI SSI PPI CODE OF 1972,
4 TO CLARIFY THE BASI S BY WHI CH SUCH ASSESSMENTS ARE PAI D BY PERSONS
5 LIABLE;, TO AVEND SECTI ON 53-3-13, M SSISSIPPI CODE OF 1972, TO

6 | NCREASE THE FEE CHARGED FOR PERM TS TO DRILL O L WELLS; TO AMEND
7  SECTI ON 53-3-25, M SSISSIPPI CODE OF 1972, TO | NCREASE THE

8 APPLI CATI ON FEE FOR | SSUANCE OF SUCH PERM T; AND FOR RELATED

9 PURPCSES.

10 BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF M SSI SSI PPI :
11 SECTION 1. Section 53-1-73, M ssissippi Code of 1972, is

12 amended as foll ows:

13 53-1-73. For the purposes of paying the costs and expenses
14 incurred in connection with the adm nistrati on and enforcenent of
15 the oil and gas conservation |laws of the State of M ssissippi and
16 of the rules, regulations and orders of the State G| and Gas

17 Board, all oil and gas captured in the State of M ssissippi shall
18 be assessed the requisite adm nistrative tax, there is hereby

19 levied and assessed agai nst each barrel of oil produced and sold
20 in the State of M ssissippi a charge not to exceed sixty (60)

21 mlls on each barrel of such oil, and agai nst each one thousand

22 (1,000) cubic feet of gas produced * * * and sold a charge not to
23 exceed six (6) mlls on each one thousand (1,000) cubic feet of

24 gas. The State O and Gas Board shall fix the amount of such

25 charge in the first instances, and may, fromtinme to tinme, change,
26 reduce or increase the anmount thereof, as in its judgment the

27 charges against the fund may require, but the amounts fixed by

28 said board shall not exceed the |imts herei nabove prescribed; and
29 it shall be the duty of the board to nmake collection of such

30 assessnents. All nonies so collected shall be used exclusively to
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pay the expenses and ot her costs in connection with the
functioning of the State Ol and Gas Board and the adm nistration
of the oil and gas conservation |laws of the State of M ssissipp
now in force or hereafter enacted and the rules, regulations and
orders of said board.

SECTION 2. Section 53-1-75, M ssissippi Code of 1972, is
amended as foll ows:

53-1-75. The persons owning an interest (working interest,
royalty interest, paynments out of production or any other
interest) in the oil or gas subject to the charge provided for in
Section 53-1-73 shall be liable for such charge in proportion to
their ownership at the time of production. The charge so assessed
and fixed in Section 53-1-73 shall be payable nmonthly on a

wel | -by-well basis and the persons hereinafter required to remt

such charge shall remt the sum so due to the board on or before
the twenty-fifth day of the nonth next follow ng the nonth in

whi ch the production is sold out of which the assessnent ari ses;
such remttance to conply with any rules and regul ati ons whi ch may
be adopted by the board in regard thereto.

Such remttances wth respect to all production against which
any assessnent hereunder is levied shall be nmade by the foll ow ng
per sons:

(a) Wth respect to assessnents against oil or gas
purchased in this state at the well, under any contract or
agreenent requiring paynent for such production to the respective
persons owning any interest therein (including working interests,
royalty interests, paynents out of production or any other
interests in such production), by the person purchasing such
producti on.

(b) Wth respect to any oil, or gas purchased in this
state at the well w thout any contract or agreenent requiring
paynment for such production to respective persons owning an

interest therein, and with respect to any oil or gas produced from
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any well but not sold at said well, by the operator of the well
fromwhi ch the production is obtained.

The persons remtting the charge as herein provided are
her eby aut hori zed, enpowered and required to deduct from any
anounts due the persons owning an interest in the oil or gas at
the time of production the proportionate anmunt of such charge
bef ore maki ng paynent to such owners.

SECTION 3. Section 53-3-13, M ssissippi Code of 1972, is
amended as foll ows:

53-3-13. (1) Any person securing a permt to drill a well
in search of oil or gas under the provisions of Section 53-3-11

shall pay to the G| and Gas Supervisor a fee of Six Hundred

Dol I ars ($600. 00) upon and for the issuance of such permt. A

| esser summay be paid if the State G| and Gas Board shall adopt

arule fixing the anount to be paid at a sumless than Si x Hundred

Dol lars ($600.00). Any such permt, when issued and the fee paid

t hereon, shall be good for a period of twelve (12) nonths fromthe

date thereof; and in the event drilling has commenced within the

said twelve (12) nonths, the permt shall be good for the life of

the well so commenced, unless during the course of drilling or
production the operator is changed. |In the event a change of
operators fromthat listed in the drilling permt is desired, the

operator so |listed and the proposed new operator shall apply to
the State Ol and Gas Board for authority to change operators on
forms to be prescribed by order of the State G| and Gas Board.
The fee for such change of operators shall be One Hundred Dol l ars
($100. 00) per change, or sone |esser sumas nmay be fixed by order
of the board.

(2) The State Ol and Gas Supervisor, as ex officio
Secretary of the State G| and Gas Board, shall remt to the State
Treasurer all nonies collected by reason of the assessnents nade,
fi xed and aut horized under the provisions of the first paragraph

of this section, and the State Treasurer shall deposit all such
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nonies in a special fund known as the "G |l and Gas Conservati on
Fund. "
SECTION 4. Section 53-3-25, M ssissippi Code of 1972, is

anended as foll ows:

53-3-25. Before any person shall comence the drilling of
any well in search of oil or gas, such person shall file with the
board his application for a permt to drill, acconpanied by a

certified plat and by a fee of Six Hundred Dol lars ($600.00),

payable to the State G| and Gas Board. Wen two (2) or nore
separately owned tracts of |land are enbraced within the unit for
which the permt is sought, the application shall affirmatively
state whether or not there are separately owned tracts in the
drilling unit for which the permt is sought, and if so, whether
or not the person owning the drilling rights therein and the
rights to share in the production therefromhave agreed to devel op
their lands as a drilling unit and to the drilling of the well, as
contenpl ated by Section 53-3-7. If drilling operations have not

comenced within twelve (12) nonths after date of issuance, the

permt shall becone void. |If the application conplies in al
respects with the rules and regul ations of the board rel ating
thereto, a permt shall be issued pronptly by the supervisor. The
i ssuance of said permt shall constitute the establishnment of the
drilling unit as designated in said application and shall |ikew se
constitute the approval of the well |ocation set out in said
permt. On good cause shown, the unit nmay be altered by the board
after notice and hearing.

If the application for permt does not conply in all respects
with the rules and regul ations of the board relating thereto, said
application shall be disallowed, and the supervisor shall pronptly
notify the applicant of the reason or reasons for said
di sal | owance.

SECTION 5. This act shall take effect and be in force from

and after July 1, 2007.
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