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HOUSE BILL No. 4084

January 28, 1997, Introduced by Rep. McBryde 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 al | 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;
?nd to exenpt those paying such specific tax fromcertain other

axes,
by anendi ng sections 3 and 15 (MCL 205. 303 and 205. 315), section
3 as anended by 1996 PA 135.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Sec. 3. (1) Except as provided in subsections (2) and (3),
the severance tax required to be paid by each producer at the
time of rendering each nonthly report, or by a pipeline conpany,
common carrier, or comon purchaser, for and on behalf of a
producer, —shatH—be+tn—the—ameunt—of—5% |S 2.5% of the gross

cash market value of the total production of gas or —6-6% 3.3%
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of the gross cash market value of the total production of oi
during the preceding nonthly period, exclusive of the production
or proceeds fromthe production attributable to t+he— TH S state,
—the—governfrent—of— the United States, or a political subdivision
of —+he— THI S state or —governmrent—of— the United States. The
val ue of all production shall be conputed as of the tine when and
at the place where the production was severed or taken fromthe
soil imrediately after the severance. Except as otherw se pro-
vided in this section, the paynent of the severance tax shall be
requi red of each producer. |[If the production is sold or deliv-
ered to a pipeline conpany and is transported by the pipeline
conpany through |ines connected with the oil or gas well of the
owner, or of a common purchaser, the pipeline conpany, or combn
purchaser shall receive and accept all the oil and gas ———=stubjeet
to—a+tHen—as——presert+bed+n—seect+on—8,— and the pipeline conpany
shal |l 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 tinme of severance
and, at the tine required for the filing of the nonthly reports
required in section 2, shall pay to the departnent of —+evenute—
TREASURY all the tax noney collected or withheld. Each pipeline
conpany, common carrier, or common purchaser shall deduct from
the purchase price paid to a producer fromwhomit may receive
the oil or gas the anpbunt of the severance tax levied in this
section before nmaking the paynent. |If under the terns of a con-
tract the pipeline conpany, conmon carrier, or common purchaser

is required to reinburse a producer of oil or gas for the anount
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of the severance tax or a part of the severance tax, the tax
rei mbursenment shall not be considered a part of the gross cash
mar ket val ue of the total production of the oil or gas.

(2) The severance tax required to be paid by each producer
at the time of rendering each nonthly report, or by a pipeline
conpany, common carrier, or commobn purchaser, for and on behal f
of a producer, on stripper well crude oil, as defined in section
8 of the energency petroleum allocation act of 1973, PUBLIC LAW
93-159, 15 U.S.C. 757 and on crude oil from margi nal properties
as defined in FORVER part 212, subpart D, of chapter Il of title
10 of the code of federal regulations 10 €FR- CF. R 212.72 to
212. 77, —shatH—be—+nthe—amount—of+—4% 1S 2% of the gross cash
mar ket val ue of the total production of the oil, during the pre-
ceding nonthly period, exclusive of the production or proceeds
fromthe production attributable to —the— TH' S state, —thegov—
ernrent—of— the United States, or a political subdivision of
—the— THI S state or —gevernmrent—of— the United States. The val ue
of all production shall be conputed as of the tinme when and at
the place where the production was severed or taken fromthe soi
i medi ately after the severance.

(3) A producer is not required to pay a severance tax on
i ncone received fromthe hydrocarbons produced from devoni an or
antrimshal e qualifying for the nonconventional fuel credit con-
tained in section 29 of the internal revenue code of 1986, 26
U S C 29 and acquired pursuant to a royalty interest sold by the
state under section 503 OF PART 5 ( DEPARTMENT OF NATURAL
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RESOURCES GENERAL POWNERS AND DUTI ES) OF THE NATURAL RESOURCES AND
ENVI RONVENTAL PROTECTI ON ACT, 1994 PA 451, MCL 324. 503.

Sec. 15. The severance tax —heretfi— provi ded —foer—shat-t—be—
INTHIS ACT ISin lieu of all —ether— AD VALOREM PROPERTY t axes,
state or local, upon the oil or gas, the property rights attached
—thereto— TO or inherent —therern— IN THE OL OR GAS, or the
val ues created —thereby— IN THE O L OR GAS; upon all |eases or
the rights to devel op and operate any lands of this state for oil
or gas, the values created —thereby— IN THE O L OR GAS and the
property rights attached to or inherent —therern——Providet,—how-
ever—Nethtrg—heretn—contatnred—shaH—+ra—anrywse— IN THE O L OR
GAS. TH' S SECTI ON DOES NOT exenpt the machi nery, appliances,
pi pe |lines, tanks, and other equi pment used in the devel opnent or
operation of —satd— THE | eases, or used to transmt or transport
the —satd— oil or gas. —Angdprovidediurther—That—rothtng
heretn—eontatned—shaH—+n——anywse— TH S SECTI ON DOES NOT relieve
any corporation or association fromthe paynent of any franchise
or privilege taxes required by —the—provitstons—of—the—state—ecor—
poratton—taws— LAW
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