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§ 105‑187.78. Delivered to Market Value.
(a) Delivered to Market Value of Natural Gas. – The delivered to market value of natural

gas is the total actual gross price as adjusted in this section. The delivered to market value of gas
is determined by subtracting the producer's actual costs to deliver the gas to the market from the
producer's total gross cash receipts from the sale of the natural gas. A producer receiving a cost
reimbursement from the gas purchaser shall include the reimbursement in the gross cash receipts
and is entitled to deduct the actual costs of delivering the gas to market incurred.

(b) Records. – In order to be eligible to subtract the actual costs to deliver the gas to the
market from the producer's gross receipts for purposes of calculating the delivered‑to‑market
value of natural gas, the producer shall provide any information required by the Secretary. Every
producer subtracting the costs to deliver the gas to the market as permitted under this subsection
shall maintain and make available for inspection by the Secretary any records the Secretary
considers necessary to determine and verify the amount of the costs to deliver the gas to the
market the producer is eligible to subtract. The burden of proving eligibility for subtracting the
costs to deliver the gas to the market and the amount of the costs to deliver the gas to the market to
be subtracted shall rest upon the producer, and no subtraction of costs to deliver the gas to the
market shall be allowed to a producer that fails to maintain adequate records or to make them
available for inspection.

(c) Costs to Deliver the Gas to the Market and Facilities Used to Deliver the Gas to the
Market. – A "facility used to deliver the gas to market" includes flow lines or gathering systems
from the separator to the purchaser's transmission line, compressor stations, dehydration units,
line heaters after the separator, and treating facilities. "Costs to deliver the gas to the market" are
the actual and reasonable costs incurred by the producer to get the gas from the mouth of the well
to the first purchaser, except costs incurred in normal lease separation of the oil or condensate
from the gas, and costs associated with insurance premiums on a facility used to deliver the gas to
market. Costs to deliver the gas to the market include only the following:

(1) Costs for compressing the gas sold.
(2) Costs for dehydrating the gas sold.
(3) Costs for sweetening and treating the gas sold.
(4) Costs for delivering the gas to the purchaser.
(5) Reasonable charges for depreciation of the facility used to deliver the gas to

market being used, provided that, if the facility is rented, the actual rental fee
is added.

(6) Costs of direct or allocated labor associated with the facility used to deliver the
gas to market.

(7) Costs of materials, supplies, maintenance, repairs, and fuel associated with the
facility used to deliver the gas to market.

(8) Property taxes paid on the facility used to deliver the gas to market.
(9) Charges for fees paid by the producer to any provider of dehydration, treating,

compression, and delivery services. (2014‑4, s. 17(a).)


