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A R OF‘FICE OF THE ATTORNEY GENERAL OF TEXAS

o . . AUSTIN
GROVER SELLERY : .

AR et VS and
ATYTONRNEY GENEAAL

- Fonorable Geo. H, Sheppard
" Comptroller of Public Aecounta -
Austin, Texas _ ' _ -

. Doar Sir: e 'Op.mion' No. 0-5868

“Jebrucry 15, 1944, has:
te from your letter

in’ this State a -
the gas through

This operation is desoribed -
p in the ¥0il end Gas Journalv
942, page 1113, and iz operztiang under &
”lan Feyaity 1ssued ny the Texos Rail—

- -

B ‘oprecieste your officiesl opinion as
" to how to oompute the tax on this operation, o
specifically: . / ‘

. “*Are the 1iqu1dé extractcd broperly-faxQ
. "ablo at three~Tifths of the volume Tecovered at
. 8.2%, or at 100% of tho liquids at. 4 1/85%." '

. - The pertinent- portions ol Article 70470, V. A. C. S. (Acus
1941, 47t-.h I..cg., p. 269, Ch. 184, Art. II) ere: SR



Y I

* Heaorsble Coo. #H. Choppard, p. &

()", . o NoLwithstenlling a2y othor rrovizios
“hersin to the coatrary, wiarc gas 15 preoecosed for
its liguid kydrocerdoa content and i Teoiduc pas
is retura«d by r2eyolisp Sicthols To Lhe coiio guse
»rotucling formatlion nn,erlying the landé from which
U tha gus 1s rreducad, -the tezable volua ér guch Zu9

sh3ll Ve three iftn“ q/d) of the gross value of
all groaucta oxuroctc&, aclurﬂtvd and s“vcu Iron

.such gas.”

{2} e ¢ o ﬁ_l 1ignia yd*oc"rhana that oro
reodveTod from ras by sesns of a seperator or by
- * other nonmncnanloal jsethods shall be toxad ot $he
somd rete s oll 45 levied by Article I-of this
- bct. (-\1‘0101(3 705?&, V. A. 0. d.}.

. vo will consida* fa;-t a definftion of tho t m."re-
_cvc‘iaz « This procass is relatively rew ia the ofl and gae
industry - the firet reoyeling plcnu was put 1o operation in 1938 o
end we sro uneble Yo find say judiclel &olinition of tihe term, The
rallowine dsfinitions appear 1 the traao Jowranles e

“Iroducuion ot high»b*esstra fO3, pressuroe.
.. .radus tion rné szporniica ox conGensatn, r01lﬂhdu_-'
R bg ccnnreassion and injection of the siriprad gas

* .- into the samtc regervolr Ifrgm walen 1t was 310~
- duced is term *recyd ling'“ {c‘l & Gns Tournal

- Ooto 5, 19-39, Po 3“);

L . *Cyaling, sow ebines reforred b6 a8 TO~

B cycling, ‘is %ha primery rocovery onaratlon by

- whieh 'condcn:ate' cossonly, uull&h fgistiliagy?

.. §o aaperatcd or extrzctsd from iigh-pregatre

© gas ané the residue pas then coaprassid sad ru-
turned to:the formations” (01l & Cus Journsl,

cag!'il l _13_‘4.‘,:, yo de}d

tisturalesss CF cl ﬂr o*'z_cv lins, ccae
£396%s of *rouuoinu naz;:al .5 which exi~ts ia -
@ varorouu state in . the r*ﬂ*:vo Ty extracbing
certzin -1iguelishle hydrocsrboss, end rasuraiag
the denuded g to. {ha some roservolr from whilonh
4% was produced,” {01l & Ca28 Journzl, April *O,
1944 Pe. 4u). SR
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- Honorable Geo. M. Chorrerd, pe 5

- Thero are Lhroe meln types of rrocescinr plonts vndd
. in racyelinn. The Tirst involved only simnle ceperstion, uviilizing
tho mwrincizles of roirosrade condensatlion to cxtruet the condensate
Yy reduction in pressuce, Tho €ocond Uyry involves ko cédltion of
Sovd nesng of caoling the grole D tho rvotzogrado ranrs, thoe cmount
of condeaaction ad ¢ glves prossurd iscrecces with & decerszzo in
Samparsture 89 eulrasetion ofliciszncies were Suproved by ianstelling

plants involving simple soparation with the addition of s raefriccra-
tion eycle to reduco ‘the tommaraturo of the wot (aa chaad of tho
seperator, Tho $Hird Cype of plont atilizos hirh-prossure absorpe-

vlon to extract the condensate, (01l & Cas Journal, spril 13, 1944,
PDe £95, ot Seq.) ) ' ,

. . It will be noted thnd, whetcver type of nrocess Is used,
the primary objoctlive of a-trus reeyellsp plant is.the recovery of
the ligquia. hydrocoarbons, the most vslucblo sontont of the satural
£a3, =nd the roturn of Lhe dry gas remeining o tho Tormztion fon
- which i% wae dravme. - This dry res, Ifron vhich the lionids havo boon
T - stripoed, 1s "residue ges'.gs reforred to inm the part of Article - |

704%b Tirst above Guoted. This-is consistent with tho Gofinitions ..
-of Yrosidve pas® givan Ly the courts, Soo Tidewater Acssociated 04l
- - Coe Vs Cloxents, 123 . ¥W. (24) 760; Utilities rroduction Corporae
" tiom v. Carter 041 Combany (10th Cirouit), 72 ¥ (2&) 655. . '

* 7. .In this regerd, it is 1ﬁporﬁant’tﬁat the Texes Railroéd
Conxissicn considers tho plent in quostion-a recycling plant, and
‘bag issunsd it 2 permit ad suoh. : . . .

In the producticn and utilﬁﬁgtion of g&s as such, the gas
A6 rTua through o Ticld soperaicr £ line prossurs before beins run
into tha piro line for trznanoertetisn to the poiny of uco, Such
ficld geperator removes cerizin Of the licudd hwvdircearbons., If
thoge liguids org jmobdrenmoved, they coadcnssic in the line with
chunres Of temmercturo, €tc., wnd inpsde the Yiow of gas through
tiho lino.. AlSo, -in the construction ol pas pipe lires, outlots or
“grasa® arc pluced st low poiats in tho lipe for the removal of
igeids which may form in ths lino. - Undoubtedly thess era the

- 1iaquid hyérocartons referrcd %o in the seconé quoted part of Article
9049b_as T"rccovered Iroa gos by means of a scparator or by othexr

ncnum>ehanicnl isetrkcds.v

. You ars therefore advised that if tho primary purposa or
 ¢he opsration i the removal of the liquid hydrocertons: irom the
re3, snd the residue of &ry gas i5 reburned to tho_euﬁa ;grmftion
undorlying the lané froa which the gos wes profuced, the. taxable ve
value of the gas is three Tiftks of the gross value qf-all product

-



'Bcnoréble Geo.‘nt‘Shaﬁ;aré, ﬁ.iﬁiu

. extracted, separsted and saved, o3 thic rogsure is ianterpreted by
. the Supromo Court in Y. K. Devis, Inc. vs. Ztets,  S. We (2d)___ .
.. (3ot -yot zaported). .(Rule 5, Cplajon Ko. (-3E16). ouch pog ig .
*nrococsed for its liquid khydrocerbon conteni® within the contezpla-
- ¢ion of Arsicls 7047b, If the raocovery of ths licuid hydrccsrdoas |
* i meoraly incidental to.ths production &nd utilizetion of The gasg
£a3 such, and the liquida aro rocoverod by mesns of a sapsrator or
al nmothods, thesc iiquids ere tgxzable b tho

.0y otuer noamochanica
. same.rate as oil, i. e.,; at & l/85. {Rulc 7, Opinior XNo. 0-3516)s -
L .$;p§t;n3 thﬁt:this fully ensuers your inguiry, weo sro -
R ..'%!3-'_ff__f='f: S . ‘. Yours very trﬁly |
Ceewo T e ATTORNSY CEMIRAL OF TEXAS ¢ .. -
e L . Arthur i, jfoller -~
oL T - ... hssistant -
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