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Our File Number: LR -04 -124, ( Gross Production) Horizontal well rebate. 

Dear

This letter is in response to your inquiry as to the gross production tax rebate period for
qualified horizontal wells. 

Newly completed horizontal wells meeting the criteria for qualifying for the gross
production tax rebates are exempt for a period of forty -eight (48) months or upon project
payback. Title 68 O. S. Sec. 1001 ( E), states in part: " the production of oil, gas or oil and

gas from a horizontally drilled well producing prior to July 1, 2006, which production
commenced after July 1, 2002, shall be exempt from the gross production tax levied
pursuant to subsection B of this section from the project beginning date until project
payback is achieved but not to exceed a period of forty -eight ( 48) months commencing
with the month of initial production from the horizontally drilled well ". 

Oklahoma Tax Commission Rule 710:45 -9 -21 defines " Horizontally drilled payout" as
meaning " the point at which gross working interest revenue from the horizontally drilled
well equals the cost of drilling and completing such well ". 

If you should have any questions or need additional information you may contact me at
405 -521 -3133. 

This response applies only to the circumstances set out in your request of June 18, 2004. 
Pursuant to Commission Rule 710: 1- 3- 73( e), this Letter Ruling may be generally relied
upon only by the entity to whom it is issued, assuming that all pertinent facts have been
accurately and completely stated, and that there has been no change in applicable law. 

Sincerely, 

Mark J. Hendrix

Tax Policy Analyst
2501 NORTH LINCOLN BOULEVARD • OKLAHOMA CITY • OKLAHOMA 73194

IT IS OUR MISSION TO SERVE THE PEOPLE OF OKLAHOMA BY PROMOTING TAX COMPLIANCE THROUGH QUALITY SERVICE AND FAIR ADMINISTRATION


