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Introduced: 4/6/72
Referred: Resources and
Finance

I N  T H E  L E G I S L A T U R E  OF T H E  S T A T E  OF A L A S K A

S E V E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N  

A B I L L

For a n  Ac t  en t i t l e d :  "An Act r e l a t i n g  to the o i l  an d  gas p r o p e r t i e s

p r o d u c t i o n  t a x , "

BE IT E N A C T E D  BY T H E  L E G I S L A T U R E  OF T H E  S T A T E  OF A L A S K A :

* S e c t i o n  1. A S  4 3 . 5 5 . 0 1 0 ( a )  is a m e n d e d  to read:

(a) T h e r e  is l e v i e d  u p o n  the p r o d u c e r  or f i r st  p u r c h a s e r  of

[ E V E R Y  P E R S O N  P R O D U C I N G ]  oil and gas a tax o n  [BASED U P O N  A PER C E N T  

OF T H E  G R O S S  V A L U E  A T  T H E  W E L L  OF] a l l  oil a n d  g as  p r o d u c e d  in the

state, less [ THE V A L U E  OF] a n y  p a r t  [, T H E  O W N E R S H I P  OR R I G H T  TO] w h i c h

is e x e m p t  f r o m  t a x a t i o n .  The tax is u p o n  t h e  w h o l e  p r o d u c t i o n ,  i n­

c l u d i n g  wha t  is c o m m o n l y  k n o w n  as the r o y a l t y  i n t er e s t ,  an d  is l e v i e d

a c c o r d i n g  to the f o l l o w i n g  sche d u l e s :

(1) oil: b a s e d  u p o n  the a v e r a g e  d a i l y  p e r - w e l l  p r o d u c t i o n  

for the c a l e n d a r  m o n t h  in b a r r e l s ,  the tax is

(A) [T H R E E  P E R  CENT] on the f i r s t  300 b a r r e l s , t h re e  

p e r  c e n t  of the p r o d u c t i o n  or of th e  g r o s s  v a l u e  of th e  p r o d u c t i o n ;

(B) [ F I V E PE R CENT] o n  the n e x t  700 b a r r e l s , five pe r  

c e n t  of the p r o d u c t i o n  or of the g r o s s  v a l u e  of t h e p r o d u c t i o n ;

( C ) [SIX PE R  CENT] on the n ex t  1 , 5 0 0  b a r r e l s , six per 

cent o f  the p r o d u c t i o n  or of th e  g r o s s  v a l u e  of the p r o d u c t i o n ; 

an d

(D) [ E I G H T  P ER  CENT] on al l  p r o d u c t i o n  in e x c e s s  of 

2 , 5 0 0  b a r r e 1 s , e i g h t  p e r  cent of the p r o d u c t i o n  or of the g r o s s  

v a l u e  o f  the p r o d u c t i o n ;

(2) gas: the tax [RATE] is f o u r  p e r  cent of th e  p r o d u c t i o n
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or of the g r o s s  v a l u e  of th e  gas and l i q u i d  p r o d u c t s  p r o du c e d .  j

* Sec. 2. AS 4 3 . 5 5 . 0 2 0  is r e p e a l e d  and r e - e n a c t e d  to read: I

Sec, 4 3 . 5 5 . 0 2 0 .  P A Y M E N T  OP TAX. (a) W h e n  the c o m m i s s i o n e r  of 

r e v e n u e ,  a f t e r  c o n s u l t a t i o n  w i t h  the c o m m i s s i o n e r  of n a t u r a l  r e s o u r c e s ,  

d e t e r m i n e s  it to be in the i n t e r e s t  of th e  s t a t e  to r e c e i v e  in kin d  

th e  g r o s s  p r o d u c t i o n  tax due on t h e  p r o d u c t i o n  f r o m  a w e l l  he may, 

a f t e r  six m o n t h s  n o t i c e  to t h e  o w n e r  of the w e ll ,  r e q u i r e  that t h e  tax 

b e  r e n d e r e d  in kind. T h e  t a x p a y e r  s h a l l  d e l i v e r  the tax oil or gas 

f r e e  of c h a r g e  to the s t a t e o n  t h e  l e a s e  or p a r c e l  f r o m  w h i c h  it was 

p r o d u c e d  or at a n o t h e r  l o c a t i o n  t h a t  is m u t u a l l y  a g r e e a b l e  to t h e  s tate 

a n d  the t a x p a y e r . I n - k i n d  oi l  or gas d e l i v e r e d  to the s t a t e  in p a y m e n t  

of the g r o s s  p r o d u c t i o n  tax s h a l l  be in g o o d  an d m e r c h a n t a b l e  c o n d i t i o n .  

Th e  t a x p a y e r  shall, if r e q u e s t e d ,  f u r n i s h  s t o r a g e  for ta x  oil f r e e  of 

c h a r g e  for 30 da y s  a f t e r  t h e e n d  of th e c a l e n d a r  m o n t h  In w h i c h  it was 

p r o d u c e d  an d  s h a l l  not be h e l d  l i a b l e  fo r  los s  or d e s t r u c t i o n  of s t o r e d  

t a x  oil f r o m  c a u s e s  b e y o n d  t a x p a y e r’s r e a s o n a b l e  c o n trol. Th e  c o m m i s­

si o n e r  of r e v e n u e  may, on six m o n t h s  n o t i c e ,  r e q u i r e  that tax oil or j 

gas be d e h y d r a t e d  and c l e a n e d  or both, by the t a x p a y e r ,  w h o  s h a ll  be 

r e i m b u r s e d  by t he  s tate for the r e a s o n a b l e  c o s t s  of it.

(b) ’When the s t a t e  e l e c t s  to t a k e  the g r o s s  p r o d u c t i o n  tax in 

kind, th e  c o m m i s s i o n e r  of r e v e n u e  m a y  by r e g u l a t i o n  p r o v i d e  f o r  the 

t a x  oil or gas to be d e l i v e r e d  t o  the s t a t e  t h r o u g h o u t  t h e  m o n t h  in 

w h i c h  it is p r o d u c e d  o n  the b a s i s  of e s t i m a t e s  a n d  a l l o w a n c e s  c o m p u t e d  

f r o m  the l a t e s t  r e a s o n a b l y  a v a i l a b l e  p r o d u c t i o n  data.

(c) W h e n  th e  s t a t e  d oe s  not elect to t a k e  the g r o s s  p r o d u c t i o n  

tax in kind, it s h a ll  b e  p a i d  by the f i r s t  p u r c h a s e r .  H o w e v e r . w h e n
i

the oil or gas is not sold in t h e  s t a t e  or not s o l d  w i t h i n  30 d a y s  of j 

p r o d u c t i o n ,  the tax s ha l l  be p a i d  by the p r o d u c e r .  A p u r c h a s e r  p a y i n g  

t he tax m a y  in s e t t l e m e n t  w i t h  th e  s e l l e r  d e d u c t  th e  a m o u n t  of tax p a i d ;
I
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the amount of tax paid.

(d) The gross value shall be the fair market value at the well

and shall in no event be less than the value received by a royalty

owner for oil or gas of like grade or quality produced in the same 

field.

(e) The gross pro d u c t i o n  tax on oil or gas shall be paid monthly.

The tax is due on the last day of each calendar month on the oil or gas

produced in and saved d uring the preceding calendar month. If the tax

is not paid on or before the day on which it becomes due, the tax

becomes delinquent.

* Sec. 3*' AS 43.55.030(c) is amended to read:

(c) Every person engaged in the production of oil or gas shall, 

on the last day of each [THE] calendar mo n t h  [FOLLOWING A QUARTERLY 

PERIOD], file wit h  the department a statement under oath upon forms 

prescribed by the department, giving, along with other information 

required, the following:

(1) the name of the property, description by subdivision of 

quarter section, section, township and range, or other legal description 

by metes and bounds;

(2) the gross amount of oil or gas produced and saved;

(3) the name of the producer and the price received for the 

oil or gas.

* Sec. 4. AS 43.55.030(d) is amended to read:

(d) [REPORTS FRO M  THE PURCHASER OR PRODUCER ARE DELINQUENT 30 

DAYS AFTER THE TIME FIXED FOR FILING THE REPORTS.] Each person r e­

quired to file a report is subject to a penalty of $25 a day for each 

property upon w h i c h  he fails or refuses to file a report. The penalty 

for failure to file a report is in addition to the penalty for
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a producer may In settlement with the owner of the oil or gas deduct



delinquent taxes,, and is a lien against the assets of the person failing 

or refusing to file the reports.

* Sec. 5• AS 43.55.060 is amended to read:

Sec. 43.55.060. D E L I N Q U E N C Y . When the tax provided for in this

chapter becomes delinquent, it bears interest at the rate of 10_ [SIX] 

per cent a year. If any person fails to make a report required by this 

chapter, within the time prescribed by law for the report, the d e p a r t­

ment shall examine the books, records and files of the person to 

determine the amount and value of the production to compute the tax, 

and the department shall add to the tax the cost of the examination, 

together with any penalties accrued.

* Sec. 6. AS 43.55.080 is amended to read:

Sec. 43.55.080. COLLECTION AND DEPOSIT OF REVENUE. The department

shall deposit monthly [QUARTERLY] in the general, fund the money c o l­

lected by it under this chapter.

* Sec. 7. AS 43.55.140 is amended to read:

Sec. 43.55.140. DEFINITIONS. In this chapter

(1) "barrel of oil" means 42 United States gallons of 231

cubic inches a gallon computed at a temperature of 6.0 degrees Fahrenheit;

(2) "department" means the Department of Revenue;

(3) "gas" means all natural, associated or casinghead gas,

all hydrocarbons produced at the wellhead not defined as oil, and all

liquid hydrocarbons extracted at a gas processing plant [NATURAL GAS 

AND CASINGHEAD G A S ] ;

(4) "oil" means crude petroleum oil and other hydrocarbons 

regardless of gravity which are produced at the wellhead in liquid form 

and the liquid hydrocarbons known as d i stiiiate or condensate recovered

by separation from gas other than at a gas processing plant [PETROLEUM, 

CRUDE ''OIL, MINERAL OIL, AND CASINGHEAD GASOLINE;
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(5) "QUARTER" AND "QUARTERLY" MEANS QUARTER ANNUAL PERIODS 

OP THREE CALENDAR M ONTHS EACH, THE FIRST Q U A RTER HAVING BEGUN ON 

A U GUST 1, 1955].
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