— o —am

THE ATTORNEY GENERAL
OF TEXAS

AUSTIN 11, TEXAB

AT " N.- L

Honorable George H. Sheppard
.Comptroller of Public Accounts
Austin, Texas

Dear Sir: Opinion No. 0-4261
' Re: Construction of Article 16 House
. BiIll No. 8, Forty-seventh Legis—
lature, with reference to tax-
acility of certain o0il wsll oper-
ations.

This is in reply to your reguest for our- :opinion in
regard to Article 16, House Bill No. 8, Forty-seveiith Legisla-
ture, (codifled as Article 7060a of Vernon s Annotated Revised
Civil Statutes of Texas) which imposes a tax on the furnishing
of certain o1l well services. Your request reads as follows:

"There 1s a device known as a casing tester,
gun tester or flow device which 1s run in com-
bination with a gun perforator or separately. The
tool is run on & tublng or drill pipe to a desig-
nated zone Inside the casing so that when the -
casihg 1s perforated, the oll ocutside of the cag-
ing at that level can flow through such perfor-
ators into the well and on into the production
tool: in order to determine 1if additional holes
are required or to determine if the perforating
has been successfully done opposite the actual oil
zone.

"
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"Please tell me if, in your opinion, casing
or gun tester or flow device used in connection with
the perforating of the casing would come within one
of the . . . taxable operations.”

The particuiar statute in question is paragraph (b),
Section 1, of sald Article 16, House Bill Nc¢. 8, which reads as
follows: :

"(b) Every persor in this State engaged in
the btusiness of furnishirg any service or perform-
ing any duty for others for & consideration or com-
peraation, with the use of any devices, tools,
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instruments or equipment, electrical, mechanical,
or otherwise, or by mears of any chemical, elec-
trical, or mechanical process when such service 1s
performed in connectlon with the cementing of the
casing seat of any oll or gas well or the shooting
or scldizing the formations of such wells or the
surveying or testing of the sands or other formations
of the earth ir. &any such oil or gas wells, shall
report on the 20%th of each month and pay to the Comp-
troller, at his office In Austin, Texss, an occupation
tax equal to *two ard two-tenths (2.2) per cent of
the gross amoux* received from said service furnilshed
or duty performed, during the calendar month next
rsceding. The sald report shall be executed under
oath on a form prescribed and furnished by the
Comptroller."”

We have heretofore held that "this 1s a tax on Ser-
vices furnished or duty performed" and that "the persons taxed

are those persons 'furnishing, any service or performing any duty
.« « » When such gservice is performed in connection with'"™ cer-
taih o1l and gas well operations. (See the following Attorney
Genersl's Opinions: No. 0-3627, dated June 27, 1941, No.: 0-3698,
‘dated BAug. 7, 1941, and No. 0-378%4, dated Aug. 7, 1941, end
addressed to the Comptroller of Public Accounts. Those opera-
_ tions are enumerated in the statute as follows: ‘'cementing of
the casing seat of any oll or gas well or the shooting or acidiz-
ing the formatiors of such wellis or the surveying or testing of
the sands or other formations of the sarth in any such oil or
gas wells."

If the operatior you describe, to-wit, the use of tne
device to determirie 1if additlorial noies in the casing are reguirsd
or its use to determine if the perforating has been successfully
done, 1s one of the operatiors listed in sald statute, then a
person performing sald operation or performing any service 1in
cornection wita said operatior. and collectirg pay therefor 1s
iisble for the tax by viriuws of tne same. '

' Ir Attorr.sy Zeneral's Opinions Nos. 0-3627, No.
0-3698 and No. 0~3764 we considered these various operations,
to-wit, "cementing of thue casing seat", "shooting", "acidizing",
"surveying”, and "testing'. We belleves we correctly analyzed
these operations, and the law as applled to them, in those
opinions; and from whal was said it is our oplnion that the
operation you descrive in thils request is rt in connection
with "cemezting of the casing seat”, "shooting", "surveying' or
"testing”, as those terms are used in tre statute. We refer you
to said Opinions No. 0-3627, No. $~3698 and No. 0-3784;, which
vere sent to you wher trey were originally written.
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A different answer might be necessary in regard to

acidizing In Opinion No. 0-3784, supra, this department held
that "an operation does not have to be one of the named oper-
ations to be taxable, but 1t 1s taxable 1f it is merely 'per-
formed in connection. wlth' one of the named operations.” In
that opinlon it was further held that the tax In question does
not apply to the ordinary use of a mectianical perforator or & gun
perforator, as those devices are ordinarily used only to make
holes in 2 casing so that the o0il already there will flow into
the well; but we y sald that sometimes perforating of a caaing is-
done in connection with s taxable operation, to-wit, "acidizing)
in that it 1s done preparatory to acidizing for the purpose of
making holes at a certain level through which acid could be
forced, and we held that in such a case the work of perforating
the casing was & taxable service.

B In answering the question before us we belleve the
ansver depends upon whether or not the device you describe (the
device to determine the extent of the perforating) Wds useéd in
contiection with a taxable operation. If the perforating was &

_ taxable operation by virtue of being preparatory to acidizing as
stated in Opinion No. 0-3784 then the operation you describe,
to-wit, the use of the device to determine the extent of the
perforating, is a taxable operation; but, otherwise it i3 not a
taxable operation.

We hope the foregoing ansvers your question.
Yours very truly
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