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BY  TH E  R U L E S  C O M M I T T E E  B Y  R E Q U E S T  OF 
IN T H E  S E N A T E  THE J O I N T  P I P E L I N E  I M P A C T  C O M M I T T E E

S E N A T E  B I L L  NO. 404

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  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

F o r  a n  Act e n t i t l e d :  "An Act r e l a t i n g  to the oi l  a n d  gas p r o p e r t i e s

p r o d u c t i o n  tax."

I T  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  O F  A L A S K A :

* S e c t i o n  1. AS 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 irst 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 a n d  gas a tax on [B A S E D  U P O N  A P E R  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] all o i l  a n d  gas p r o d u c e d  in the 

state, less [THE V A L U E  OF] an y par 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  ta x a t i o n .  The  tax is u p o n  the w h o l e  p r o d u c t i o n ,  

i n c l u d i n g  w h a 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 e r e s t ,  and is levi e d  

a c c o r d i n g  to the f o l l o w i n g  sche du 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  per™well 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 th e  f irst 300 b a r r e l s , t h r e e  

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

(B) [ FIVE P E R  CENT] on the nex t  700 b a r r e l s , five  per 

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

(C) [SIX P E R  CENT] on the next 1 , 5 0 0 b a r r e l s , six per 

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  of the p r o d u c t i o n ; 

a n d

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

2 ,500 b a r r e l s , e ight p e r  cent of the p r o d u c t i o n  or of the g ross

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

(2) gas: the tax [RATE] is fou r  pe r  cent of t h e  p r o d u c t i o n
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or of the g ro s s  v a lu e  of the gas and l i q u i d  p r o d u c t s  p r o d u c e d .

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:

S e c . 43.55 . 0 2 0 .  P A Y M E N T  OF TAX. (a) W h e n  th e  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 th e  i n t e r e s t  of the s tate to r e c e i v e  in k i n d

■4-* V% ri *—4 V\ Vi /i! 4 4 4“ 4 Vi 4“ 4r 4 4 /4 4̂ % V4  ̂—4 V4 V4 ri 4 4 / 4  ** 4̂ vt ^ ^  vv4 H 4a. "I "I 4̂ /*4 444 ? ¥
l / l l C  g j J L U O O  J J i  U U U U l y l U i l  U O A  ' J . U C  l ^ J U  1 / i l C  ^ i ' U U U O  1 / X U l i  i  J .  U l l i  C t  W O  =L _L U C  iU O ,  j  $

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 l l,  r e q u i r e  that t h e  tax 

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

f r e e  of c h a r g e  to the s t a t e  on the l ease 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  that 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 ta x p a y er .  I n - k i n d  oil 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 ro s s  p r o d u c t i o n  ta x  s h a l l  be in g o o d  a n d  m e r c h a n t a b l e  c o n d i t i o n  

The 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 tax oil f r e e  of 

c h a r g e  for 30 d ays a f t e r  th e  en d  of the 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  and s h a l l  not be h e l d  li a b le  for loss or d e s t r u c t i o n  of st o r e d  

t a x  oil fro 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  control. Th e  c o m m i s­

si o n e r  of r e v e n u e  m a y , on six m o n t h s  n o t i c e , r e q u i r e  that tax oi l  or 

g a s  be d e h y d r a t e d  and c l e a n e d  or b ot h ,  by the t a x p a y e r ,  w h o  s h a l l  be 

r e i m b u r s e d  by the state f o r  the r e a s o n a b l e  c osts of it.

(b) W h e n  t he  state e l e c t s  to tak e th e g r o ss  p r o d u c t i o n  tax in 

k i n d , the 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 

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

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

f r o m  the lat 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  t h e  s tate doe s not elect to t ake the g r o s s  p r o d u c t i o n  

ta x  in kind, it shall be p a i d  by the f i r s t  p u r c h a s e r . H ow e v e r ,  w h e n  

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

p r o d u c t i o n , the tax s h a ll  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  

the tax m a y  in s e t t l e m e n t  w i t h  the s e ll e r  d e d u c t  the a m o u n t  of t a x p a i d
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th e  a m o u n t  of ta x  paid.

(d) T h e  g r o s s  v a l u e  s hall be the fair m a r k e t  v a l u e  at th e  w ell

a n d  s h a l l in no e v e n t  be less t h a n  the v a l u e  r e c e i v e d  by a r o y a l t y

o w n e r  for o i l  or gas of l ik e  g r a d e  or q u a l i t y  p r o d u c e d  in the same 

field.

(e) T h e  g r o s s  p r o d u c t i o n  tax on oil or gas s h a l l  be p a i d  m on t h l y .

Th e  tax is d ue  on the last day of ea c h  c a l e n d a r  m o n t h  on the oil or gas

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

is not p a i d  on or b e f o r e  the d a y  on w h i c h  it b e c o m e s  due, t h e  tax

b e c o m e s  d e l i n q u e n t .

* Sec. 3- AS 4 3 • 5 5 . 030(c ) is a m e n d e d  to read:

(c) E v e r y  p e r s o n  e n g a g e d  in the p r o d u c t i o n  of oil or gas shall, 

on the l as t  day of e a c h  [THE] c a l e n d a r  m o n t h  [ F O L L O W I N G  A Q U A R T E R L Y  

P E R I O D ] ,  fil e  w i t h  th e  d e p a r t m e n t  a s t a t e m e n t  u n d e r  o a t h  u p o n  forms 

p r e s c r i b e d  by th e  d e p a r t m e n t ,  givin g ,  a l o n g  w i t h  o t h e r  i n f o r m a t i o n  

r e q u i r e d ,  t h e  f o l l o w i n g :

(1) t h e  n a m e  of th e  p r o p e r t y ,  d e s c r i p t i o n  by s u b d i v i s i o n  of 

q u a r t e r  s e c t i o n ,  s e c t i o n ,  t o w n s h i p  an d  ra ng e ,  or o t h e r  l e g a l  d e s c r i p t i o n  

by m e t e s  a n d  b o un d s ;

(2) t h e  g r o s s  a m o u n t  of oil or gas p r o d u c e d  and saved;

(3) the n a m e  of the p r o d u c e r  a n d  the p r i c e  r e c e i v e d  for the 

oil or gas.

* Sec. 4. AS 4 3 .5 5 .0 3 0 (d) is a m e n d e d  to read:

(d) [ R E P O R T S  F R O M  T H E  P U R C H A S E R  O R  P R O D U C E R  A R E  D E L I N Q U E N T  30 

D A Y S  AFTER  T H E  T I M E  F I X E D  F O R F I L I N G  T H E  RE P O R T S . ]  E a c h  p e r s o n  r e­

qu i r e d  to f ile a r e p o r t  is s u b j ec t  to a p e n a l t y  of $25 a da y  for each 

p r o p e r t y  u p o n  w h i c h  he f a i l s  or r e f u s e s  to file a r e p o r t . The p e n a l t y  

for f a i l u r e  to f i l e  a r e p o r t  is in a d d i t i o n  to the p e n a l t y  for

“3“ S B  404

a p r o d u c e r  m a y  in s e t t l e m e n t  w i t h  the o w n e r  of the oil or gas de d u c t
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d e l i n q u e n t  taxes, and is a l ien a g a i n s t  the a s s e t s  of the p e r s o n  f a i l i n g  

or r e f u s i n g  to file the r e po r t s .

* Sec. 5. AS 4 3 . 5 5 . 0 6 0  is a m e n d e d  to read:

Sec. 4 3 .5 5 .O6 O. D E L I N Q U E N C Y .  W h e n  the tax p r o v i d e d  for in this 

c h a p t e r  b e c o m e s  d e l i n q u e n t .  It b e a r s  i n t e r e s t  at the r a t e  of 10 [SIX] 

p e r  cent a year. If a ny  p e r s o n  fails to m a k e  a r e p o r t  r e q u i r e d  b y  this 

c h a p t e r , w i t h i n  the tim e  p r e s c r i b e d  by law for the r e p o r t  , the d e p a r t­

m e n t  shall e x a m i n e  the books, r e c o r d s  and f i l e s  of the p e r s o n  to 

d. 6 1 0 T’tn j,. n © th© SHioun’fc stnci Vcilu© q IT the p r o d u c t  ton to c o m p u t ©  the t8.x3 

a n d  the d e p a r t m e n t  shall ad d  to the tax the c ost of the e x a m i n a t i o n ,  

t o g e t h e r  w i t h  any p e n a l t i e s  accrued.

* Sec. 6. AS 4 3 . 5 5 . 0 8 o  is a m e n d e d  to read:

Sec. 4 3 .5 5 .0 8 O. C O L L E C T I O N  AND D E P O S I T  OF R E VE N U E .  The d e p a r t m e n t  

shall d e p o s i t  m o n t h l y  [ Q U A R T E R L Y ] in the g e n e r a l  fun d  the m o n e y  col -

I A  A  AN V\ TT A 4— NT 1A A  TAJ 4" It 4 Tt T a 4— t .t.i. tp 0 o- u. w«y i t  u i i u c i ’ u l ld J J U C i

* Sec. 7. AS 4 3 . 5 5 . l 4 0  is a m e n d e d  to read:

Sec. 43.55.140. D E F I N I T I O N S .  In this c h a p t e r

(1) " b a r r e l  of oil " m e a n s  42 U n i t e d  S t a t e s  g a l l o n s  of 231 

cubic inches a g a l l o n  c o m p u t e d  at a t e m p e r a t u r e  of 60 d e g r e e s  Fahrenheit;

(2) " d e p a r t m e n t” m e a n s  the D e p a r t m e n t  of  R e v e n u e;

(3) "gas" m e a n s  al l n a t u r a l ,  a s s o c i a t e d  or c a s i n g h e a d  gas, 

all h y d r o c a r b o n s  p r o d u c e d  at the w e l l h e a d  not  d e f i n e d  as oil, an d all 

l i q u i d  h y d r o c a r b o n s  e x t r a c t e d  at a gas p r o c e s s i n g  p l a n t  [ N A T U R A L  GAS 

A N D  C A S I N G H E A D  G A S ] ;

(4) "oil" m e a n s  c r u d e  p e t r o l e u m  o i l  an d  o t h e r  h y d r o c a r b o n s  

r e g a r d l e s s  of g r a v i t y  w h i c h  ar e  p r o d u c e d  at the w e l l h e a d  in l i q u i d  f or m  

a n d  the l i q u i d  h y d r o c a r b o n s  k n o w n  as d i s t i l l a t e  or c o n d e n s a t e  r e c o v e r e d  

by s e p a r a t i o n  f r o m  gas o t h e r  t h a n  at a gas p r o c e s s i n g  p l a n t [ P E T R OLEUM, 

C R U D E  OIL, M I N E R A L  OIL, AN D  C A S I N G H E A D  GA S O L I N E ;

SB 404 _4_
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(5) " Q U A R T E R "  A N D  " Q U A R T E R L Y "  M E A N S  Q U A R T E R  A N N U A L  P E R I O D S  

OF T H R E E  C A L E N D A R  M O N T H S  E A C H ,  T H E  F I R S T  Q U A R T E R  H A V I N G  B E G U N  O N  

A U G U S T  1, 1955].
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