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TAX POLICY AND RESEARCH DIVISION
TONY MASTIN, DIRECTOR

March 4, 2005

MMISSION
PHONE ( 405) 521 -3133

FACSIMILE ( 405) 522 -0063

Re: Our File No. LR- 05- 010( Gross Production Tax) Interpretation of rebate
classification. 

Dear

This letter is in response to your inquiry as to the interpretation of reestablished
production as it pertains to the gross production tax rebate. 

Oklahoma Tax Commission Rule 710:45 -9 -51 defines the reestablishment of production
from an inactive well as follows: 

Inactive well" means a well which can be defined pursuant to one of the following: 
A) A well which, after July 1, 1997, experiences mechanical failure or loss of

mechanical integrity, as defined by the Corporation Commission, including, but not
limited to, casing leaks, collapse of casing, or loss of equipment in a wellbore, or any
similar event which causes cessation of production and results in a workover of the

well, as evidenced by the use of a workover rig or other mechanical device being
placed over the well to repair the well or equipment. 
B) A well on which work to reestablish production commenced on or after July 1, 
1994, and on or before June 30, 1997, that has not produced oil, gas, or oil and gas for
a period of not less than two ( 2) years, as evidenced by the appropriate forms on file
with the Oklahoma Corporation Commission reflecting the well's status. 
C) A well on which work to reestablish production commenced on or after July 1, 

1997, and on or before June 30, 2006, that has not produced oil, gas, or oil and gas for
a period of not less than one ( 1) year, as evidenced by the appropriate forms on file
with the Oklahoma Corporation Commission, reflecting the well's status. 

The general application of this incentive applies to the production of a well that has been
brought back into service upon meeting the criteria of an inactive well as defined in the
above referenced rule. If the well resides upon a lease where multiple wells exist and the
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production of such wells is combined for production reporting purposes, the operator
shall supply documentation of the individual well production to the Oklahoma
Corporation Commission and the Oklahoma Tax Commission for the certification and

rebate of gross production tax. Thus, a well brought back into service after being non- 
productive for the period of time stipulated in the rule would qualify as reestablished
production and not a production enhancement. 

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 January 5, 
2005. 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


