HOUSE BILL No. 4909
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HOUSE BILL No. 4909

June 9, 2005, Introduced by Reps. Miller and Meisner and referred to the Committee on Tax
Policy.

A bill to amend 1929 PA 48, entitled
"“An act levying a specific tax to be known as the severance tax
upon all producers engaged in the business of severing oil and gas
fromthe soil; prescribing the nethod of collecting the tax;
requiring all producers of such products or purchasers thereof to
make reports; to provide penalties; to provide exenptions and
refunds; to prescribe the disposition of the funds so coll ected;
and to exenpt those paying such specific tax fromcertain other
t axes, "
by amendi ng section 3 (MCL 205. 303), as anended by 1996 PA 135.

THE PEOPLE OF THE STATE OF M CHI GAN ENACT

Sec. 3. (1) Except as provided in subsections (2) and (3), the
severance tax required to be paid by each producer at the tinme of
rendering each nonthly report, or by a pipeline conpany, combn
carrier, or comon purchaser, for and on behalf of a producer,
shall be in the amount of 5% of the gross cash market val ue of the

total production of gas or 6.6% of the gross cash market val ue of
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the total production of oil during the preceding nonthly period,
excl usive of the production or proceeds fromthe production
attributable to the— TH S state, the governnent of the United
States, or a political subdivision of +he— TH S state or
governnment of the United States. The value of all production shal
be conputed as of the tinme when and at the place where the
producti on was severed or taken fromthe soil imediately after the
severance. Except as otherwi se provided in this section, the
paynment of the severance tax shall be required of each producer. If
the production is sold or delivered to a pipeline company and is
transported by the pipeline conpany through Iines connected with
the oil or gas well of the owner, or of a common purchaser, the

pi pel i ne conpany, or conmon purchaser shall receive and accept al
the oil and gas, subject to a |lien, —aspreseribedin-section8-
and the pipeline conmpany shall w thhold out of the proceeds or
price to be paid for the products severed, the proportionate parts
of the tax due by the respective owners of the oil and gas at the
time of severance and, at the tine required for the filing of the
nmonthly reports required in section 2, shall pay to the departnent
of —+revenue— TREASURY all the tax noney collected or w thheld. Each
pi pel i ne conpany, common carrier, or conmon purchaser shall deduct
fromthe purchase price paid to a producer fromwhomit may receive
the oil or gas the anobunt of the severance tax levied in this
section before nmaking the paynent. |If under the ternms of a contract
t he pi peli ne conpany, conmon carrier, or comon purchaser is
required to reinburse a producer of oil or gas for the anpunt of

the severance tax or a part of the severance tax, the tax

02563' 05 JLB



© 00 N oo o0 B~ W N P

N NN N NN B R R R R R R R R R
a A W N P O © 00O N OO 0o A WO N +— O

3

rei mbursenent shall not be considered a part of the gross cash
mar ket val ue of the total production of the oil or gas.

(2) —Fhe— FOR MONTHS ENDI NG BEFORE SEPTEMBER 30, 2005, THE
severance tax required to be paid by each producer at the tine of
rendering each nonthly report, or by a pipeline conpany, combn
carrier, or comon purchaser, for and on behalf of a producer, on
stripper well crude oil, as defined in FORMER section 8 of the
energency petrol eum allocation act of 1973, 15 -U-S€&— USC 757 and
on crude oil from marginal properties as defined in FORMER part
212, subpart D, of chapter Il of title 10 of the code of federa
regul ations 10 CFR 212.72 to 212.77, shall be in the anount of 4%
of the gross cash market value of the total production of the oil,
during the preceding nonthly period, exclusive of the production or
proceeds fromthe production attributable to the state, the
governnment of the United States, or a political subdivision of the
state or governnent of the United States. The val ue of al
production shall be conputed as of the tinme when and at the place
where the production was severed or taken fromthe soil inmmediately
after the severance.

(3) A producer is not required to pay a severance tax on
i nconme received fromthe hydrocarbons produced from devoni an or
antrimshale qualifying for the nonconventional fuel credit
contained in section 29 of the internal revenue code of 1986, 26
U-S-G— USC 29 and acquired pursuant to a royalty interest sold by

the state under section 503.
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