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B Y  T H E  R U L E S  C O M M I T T E E  BY 
IN T H E  S E N A T E  R E Q U E S T  O P  T H E  G O V E R N O R

<? S E N A T E  B I L L  NO, 4

IN T H E  L E G I S L A T U R E  O P  T H E  S T A T E  OP  A L A S K A

E I G H T H N lE G I S L A T U R E  - F I R S T  S P E C I A L  S E S S I O N

A B I L L

\
F o r  an Act e n t i t l e d :  "A n Apt r e l a t i n g  to t h e  o i 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; a n d  p r o v i d i n g  f o r  an e f f e c t i v e  d a t e . "

\
B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  OF T H E  S T A T E  OP ALAS K A :

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

Sec. 4 3 . 5 5 . 0 1 0 .  G R O S S  P R O D U C T I O N  TAX, (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  of o i l  or [AND] gas, a t a x  b a s e d  u p o n  a p e r  c ent o f  the 

gr o s s  valu,e at th e  w e l l  of all o i \  or [AND] gas r e m o v e d  or s o l d  f r o m  

e a c h  l e a s e  or p r o p e r t y  i n  the s t a t e , less the v a l u e  of any p a r t  the 

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 ,  T h e  t a x  is 

d e t e r m i n e d  a c c o r d i n g  to the f o l l o w i n g  S c h e d u l e s ,  a n d  any p a r t  w h i c h  is 

e x e m p t  f r o m  t a x a t i o n  is d e d u c t e d  f r o m  th e  t a x  l e v i e d  on a p r o  r a t a  

b a s i s  as to e a c h  p r o d u c t i o n  l e v e l  t a x  b r a c k e t :

(1) oil: b a s e d  u p o n  t h e  t o t a l  p r o d u c t i o n  f r o m  e a c h  l ease 

or p r o p e r t y  [ A V E R A G E  D A I L Y  P R O D U C T I O N  F O R  EAC'iJ W E L L ]  f o r  the c a l e n d a r

m o n t h  I n  b a r r e l s ,  th e  t a x  is \
\'\

(A) t h r e e  p e r  cent on t h e  f irst 300 b a r r e l s  o f  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 ;

(B) f i v e  p e r  c e n t  o n  t h e  n e x t  700 b a r r e l s  o f  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 ;

(C) s i x  p e r  cent o n  t h e  n e x t  1 , 5 0 0  b a r r e l s  of 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 ; an d

(D) e i g h t  p e r  c ent o n  a l l  p r o d u c t i o n  i n  e x c e s s  of 2 , 5 0 0  

b a r r e l s  o f  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 ;

(2) gas: t h e  t a x  [ R A T E ]  is f o u r  p e r  cen t  o f  the g r o s s
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v a l u e  of th e  g a s  a n d  l i q u i d  p r o d u c t s  p r o d u c e d  e a c h  m o n t h .

(b) The [P A Y M E N T  OF T HE ]  ta x  i m p o s e d  by t h i s  c h a p t e r  is in

p l a c e  [LIEU] o f  al l  [AD V A L O R E M ]  t a x e s  n o w  [OR H E R E A F T E R ]  i m p o s e d  by 

the s tate o r  an y  o f  its p o l i t i c a l  s u b d i v i s i o n s  u p o n , an d  n e i t h e r  

the s tate n o r  a p o l i t i c a l  s u b d i v i s i o n  m a y  I m p o s e  a t a x

up o n

(1) p r o p e r t y  r i g h t s  a t t a c h e d  to or i n h e r e n t  in th e  r i g h t  

to e x p l o r e  f o r or p r o d u c e  oi l  or gas_£_ [,]

(2) [ P R O D U C I N G ]  o i l  or gas l e a s e s  or p r o p e r t i e s ,  w h e t h e r  

p r o d u c i n g  o r  not; [ , ]

(3) oil or gas in place;

(4) o il  or [AND] gas p r o d u c e d  or e x t r a c t e d  i n  the statej_

[ UPON W H I C H  G R O S S  P R O D U C T I O N  T A X E S  A R E  PAID, AND ]

(5) an i n t e r e s t  [ I N V E S T M E N T ]  in p r o p e r t y  d e s c r i b e d  in t his 

s u b s e c t i o n ;  o r  [ S E C T I O N ]

(6) the v a l u e  of i n t a n g i b l e  d r i l l i n g  a n d  d e v e l o p m e n t  e x p e n s e s  

a n d  e x p l o r a t i o n  e x p e n s e s .

(c) A n  i n t e r e s t  in the l and no t  d e s c r i b e d  in ( b ) o f  thi s s e c t i o n  

m a y  [SHALL] b e  a s s e s s e d  an d  t a x e d  u n d e r  o t h e r  p r o v i s i o n s  o f  s t a t e

l a w  [AS O T H E R  P R O P E R T Y  W I T H I N  T H E  T A X I N G  D I S T R I C T  IN W H I C H  T H E  

P R O P E R T Y  IS LO C A T E D ] ,

(d) Th e  [GR O S S  P R O D U C T I O N ]  t a x  i m p o s e d  b y  t h i s  c h a p t e r  is no t  in 

p l a c e  [LIEU] o f  th e  t a x  i m p o s e d  by AS 4 3 - 5 7  or i n c o m e  t a x e s  o r  [ E XC I S E ]  

t a x e s  u p o n  t h e  r e t a i l  sale o f  oil or [AND] ga s  p r o d u c t s .

(e) If o n  a t a x  p a y m e n t  d ate the a m o u n t  of ta x d u e  u n d e r  (a)(1) of 

t h i s  s e c t i o n  is less t h a n  t h e  ta x  d u e u n d e r  s e c . 15 of  t h i s  c h a p t e r ,

the tax l e v i e d  in s e c . 15 of t h i s  c h a p t e r  is p a y a b l e  in p l a c e  o f  the 

t a x  l e v i e d  in t his s e c t i o n  [AND T H E  T A X  L E V I E D  IN T H I S  S E C T I O N  N E E D  

N O T  BE PAID],
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Sec. 2. AS 4 3 . 5 5 . 0 1 5  is r e p e a l e d  a n d  r e - e n a c t e d  to read:

Se c .  4 3 . 5 5 . 0 1 5 .  T A X  P E R  B A R R E L  O F  OIL. (a) T h e r e  is  l e v i e d  

u p o n  t h e  p r o d u c e r  o f  o i l  a t a x  o n  e a c h  b a r r e l  o f  o i l  r e m o v e d  o r  s o l d  

f r o m  e a c h  l e a s e  o r  p r o p e r t y  i n  t h e  s t a t e ,  l e s s  a n y  p a r t  t h e  o w n e r s h i p  

o r  r i g h t  t o  w h i c h  is  e x e m p t  f r o m  t a x a t i o n .  T h e  t a x  is d e t e r m i n e d  

a c c o r d i n g  t o  t h e  f o l l o w i n g  c e n t s  p e r  b a r r e l  t a x  s c h e d u l e  a n d  a n y  p a r t  

w h i c h  is  e x e m p t  f r o m  t a x a t i o n  is d e d u c t e d  f r o m  t h e  t a x  l e v i e d  o h  a 

p r o  r a t a  b a s i s  as t o  e a c h  p r o d u c t i o n  l e v e l  b r a c k e t :

(1) $ . 1 0 1 2 5  o n  t h e  f i r s t  3 0 0  b a r r e l s  o f  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 ;

(2) $ . 1 6 8 7 5  o n  t he  n e x t  700 b a r r e l s  o f  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 ;

(3) $ . 2 0 2 5  o n  t h e  n e x t  1 , 5 0 0  b a r r e l s  o f  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 ;

(4) $ . 2 7 0 0  o n  a l l p r o d u c t i o n  in e x c e s s  o f  2 , 5 0 0  b a r r e l s

o f  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 .

(b) T h e  c e n t s  p e r  b a r r e l  t a x  s c h e d u l e  s e t  o u t  i n  t h i s  s e c t i o n  

a p p l i e s  t o  o i l  o f  27 d e g r e e s  A P I  g r a v i t y .  F o r  e a c h  d e g r e e  o f  API 

g r a v i t y  l e s s  t h a n  27 d e g r e e s  t h e  c e n t s  p e r  b a r r e l  t a x  i n  e a c h  p r o d u c t i o n  

l e v e l  b r a c k e t  s h a l l  b e  r e d u c e d  b y  t w o  p e r  c e n t  o f  t h e  b a s e  r a t e  f o r

27 d e g r e e  o i l  a n d  f o r  e a c h  d e g r e e  of API g r a v i t y  g r e a t e r  t h a n  27 

d e g r e e s  t h e  c e n t s  p e r  b a r r e l  t a x  for e a c h  p r o d u c t i o n  l e v e l  b r a c k e t  

s h a l l  be i n c r e a s e d  by t w o  p e r  cen t  o f  the b a s e  r a t e  fo r  27 d e g r e e  oil; 

e x c e p t  t h a t  o i l  a b o v e  40 d e g r e e s  API g r a v i t y  s h a l l  be t a x e d  as 

40 d e g r e e  oil. In a p p l y i n g  th e  g r a v i t y  a d j u s t m e n t  u n d e r  t h i s  

s u b s e c t i o n ,  f r a c t i o n a l  d e g r e e s  o f  AP I  g r a v i t y  s h a l l  be d i s r e g a r d e d .

(c) T h e  t a x  l e v i e d  b y  t h i s  s e c t i o n  s h a l l  be a d m i n i s t e r e d  a n d  

p a i d  in th e  s a m e  m a n n e r  as the t a x  l e v i e d  in sec. 10 o f  t h i s  c h a pter.

(d) I f  on  a t a x  p a y m e n t  d a t e  the a m o u n t  o f  t a x  d u e  u n d e r  this
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t h i s  c h a p t e r ,  the t a x  l e v i e d  in sec. 1 0 ( a ) ( 1 )  o f  t h i s  c h a p t e r  is 

p a y a b l e  in p l a c e  of the t a x  l e v i e d  in t h i s  s e c tion.

(e) W h e n  the t a x  l e v i e d  u n d e r  t h i s  s e c t i o n  is p a y a b l e ,  an 

a m o u n t  no t  less t h a n  $.05 fo r ea c h  b a r r e l  o f  oil p r o d u c e d  s h a l l  be p a i d  

by the s t a t e  out o f  its r o y a l t i e s  f r o m  the oil, w h e n e v e r  p a y m e n t  by 

the s t at e  is r e q u i r e d  u n d e r  th e r e v e n u e - s h a r i n g  p r o v i s i o n s  of 

sec. 9 of t h e  A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  Act (PL 9 2 - 2 03 ;  85 Stat. 

688, 43 U.S.C. 160 1  et seq.), int o  th e A l a s k a  N a t i v e  F u n d  u n t i l  all 

a m o u n t s  p a i d  in t h e  f u n d  e q u a l  $ 5 0 0 , 0 0 0 , 0 0 0 .

* Sec. 3. AS 4 3 . 5 5 . 1 4 0  is a m e n d e d  by a d d i n g  n e w  p a r a g r a p h s  to read:

(6) " i n t a n g i b l e  d r i l l i n g  a n d  d e v e l o p m e n t  e x p e n s e s "  m e a n s  

t h o s e  e x p e n s e s  d e f i n e d  in sec. 263(c) o f  the  U n i t e d  S t a t e s  I n t e r n a l  

R e v e n u e  Cod e as d e f i n e d  on the e f f e c t i v e  d a t e  of t h i s  p a r a g r a p h ;

(7) "the  o w n e r s h i p  or r i g h t  t o  w h i c h  is e x e m p t  f r o m  

t a x a t i o n "  m e a n s  an y  o w n e r s h i p  i n t e r e s t  o f  th e  f e d e r a l  g o v e r n m e n t  or 

the state;

(8) " p r o d u c e d "  m e a n s  the r e m o v a l  or sal e  o f  oi l  or ga s  f r o m  

a l e a s e  or p r o p e r t y  in the state;

(9) " p r o d u c t i o n "  m e a n s  th e  v o l u m e  or q u a n t i t y  o f  o i l  or

gas r e m o v e d  or s old f r o m  a l e a s e  or p r o p e r t y  In the state;

(10) "AP I  g r a v i t y "  m e a n s  the s p e c i f i c  g r a v i t y  of oil

m e a s u r e d  In d e g r e e s  on the A m e r i c a n  P e t r o l e u m  I n s t i t u t e  scale;

(11) " 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 "  m e a n s  th e  a m o u n t  

c a l c u l a t e d  by d i v i d i n g  the t o t a l  n u m b e r  o f  b a r r e l s  o f  oil  p r o d u c e d  

f r o m  e a c h  l e a s e  or p r o p e r t y  d u r i n g  t h e c a l e n d a r  m o n t h  b y  th e  t o t a l  

n u m b e r  of w e l l s  p r o d u c e d  o n  t h e  l e a s e  or  p r o p e r t y  a n y  t i m e  d u r i n g  t h e  

c a l e n d a r  m o n t h  a n d  d i v i d i n g  that  a m o u n t  by t he  t o t a l  n u m b e r  of d a y s  in 

the c a l e n d a r  mo n t h ;
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(12) " l e a s e  or p r o p e r t y "  m e a n s  a l e a s e  or p r o p e r t y  i n c l u d i n g ,  

but n o t  l i m i t e d  to, a u n i t i z a t i o n  or p o o l i n g  a g r e e m e n t  u n d e r  the 

p r o v i s i o n s  o f  S e c t i o n  6 1 4 ( b ) ( 3 )  o f  th e  I n t e r n a l  R e v e n u e  Cod e  of 1954 

as d e f i n e d  u p o n  t h e  e f f e c t i v e  d a t e  of t h i s  p a r a g r a p h .

* Sec. 4. T h i s  Act t a k e s  e f f e c t  J a n u a r y  1, 1974.
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