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Our File No. LR -07 -116, ( Gross Production Tax) Incentive information. 

Dear

This letter is in response to your request for information regarding Oklahoma's oil and
gas tax incentives. 

I have reviewed the information you provided on Oklahoma incentives from the 2006

edition of "Investments in Energy Security ". There were two ( 2) pieces of legislation

passed this last session that affected the variable gross production tax rate, the

Economically At -Risk tax rebate and the Sales Tax Exemption on electricity used on
enhanced recovery projects. 

Listed below are the Bill numbers and a summary explanation of the amendments: 

HB 1718

Section 1. 

House Bill 1718 extends the sunset date for the variable gross production tax rate from
June 30, 2007 to June 30, 2010 for the levy of tax on both oil and gas produced in
Oklahoma. 

The variable rate provision reduces the gross production tax rate whenever the monthly
average price of oil falls below seventeen dollars ($ 17. 00) per barrel or, whenever the

average monthly price of gas falls below two dollars and ten cents ($ 2. 10) per mcf of gas. _ 
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Section 2. 

House Bill 1718 extends the sunset date for the exemption of gross production tax on

economically at -risk oil and gas leases. The exemption was previously limited'to calendar
years 2005, 2006 and 2007. This act extends the exemption to calendar years 2008, 2009

and 2010. 

SB 119

Senate Bill 119 amends 68 O. S. 2001, Section 1357, regarding a sales tax exemption on
electricity used on enhanced recovery projects in the production of oil. The exemption
was actually approved and put into law last year. However, there was an error in the
language which Senate Bill 119 corrects. . 

The amendment is as follows: 

Tax Exemption for Sales of Electricity Used in Enhanced Recovery
Production

The tax exemption applies to the sale of electricity to the operator, specifically designated
by the Oklahoma Corporation Commission, of a spacing unit or lease from which oil is
produced or attempted to be produced using enhanced recovery methods, including but
not limited to increased pressure in a producing formation through the use of water or
saltwater if the electrical usage is associated with and necessary for the operation of
equipment required to inject or circulate fluids in a producing formation for the purpose
of forcing oil or petroleum into a wellbore for eventual recovery and production from
the wellhead. In order to be eligible for the sales tax exemption authorized by this

use of enhanced recovery methods shall not exceed one percent ( 1 %) by volume. The
exemption authorized by this paragraph shall be applicable only to the state sales tax rate
and shall not be applicable to any county or municipal sales tax rate. 
Citation: Enacted HB 1498

Effective date: July 1, 2006
Goal: To encourage oil and gas development. 

I hope the information I have provided will assist you in updating your publication. If you
should have any .questions or need additional information you may contact me at 521- 
5739. 

Mark Hendrix

Tax Policy Analyst


