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O r i g i n a l  s p o nsor: R u l e s  C o m m i t t e e  by
r e q u e s t  of the G o v e r n o r

O f f e r e d :  1 1 / 2 / 7 3

I N  T H E  S E N A T E  B Y  T H E  F I N A N C E  C O M M I T T E E

H O U S E  CS F O R  CS F 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  OF T H E  S T A T E  O F  A L A S K A

E I G H T H  L E 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  a n  Act e n t i t l e d :  " A n Act r e l a t i n g  to th e  o i l  a n d  g a s  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  for a n  e f f e c t i v e  d a t e . "

B E  IT E N A C T E D  B Y  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  ALASKA:

* S e c t i o n  1. AS 4 3 . 5 5 . 0 1 0 ( a )  is r e p e a l e d  and r e - e n a c t e d  to read:

(a) T h e r e  is l e v i e d  u p o n  e v e r y  p e r s o n  p r o d u c i n g  o i l  or gas a

tax on  e a c h  b a r r e l  o f  o i l  p r o d u c e d  w i t h i n  th e  s t a te  a n d  o n  th e  g r o s s 

v a l u e  at the w e l l  o f  a l l  g a s  p r o d u c e d  w i t h i n  the s t a t e , b o t h  less 

a n y  p a r t  o r  v a l u e  of a n y  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  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 th e  r o y a l t y  i n t e r e s t , an d  is l e v i e d  a c c o r d i n g

t o  the f o l l o w i n g s c h e d u l e s :

(1) oil: b a s e d  u p o n . th e  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

a n d  th e a v e r a g e  g r a v i t y  of the o i l s old f r o m  e a c h l e a s e  or p r o p e r t y

f o r  the c a l e n d a r m o n t h in b a r r e l s , t h e  tax o n  e a c h  b a r r e l  'of oil

p r o d u c e d  is:

P r o d u c t i o n R a t e

10 0  B P D 1 0 1 - 1 0 0 0 1 0 0 1 - 2 0 0 0 2 00 1  B P D

G r a v i t y o r  less B P D B P D or m o r e

20.9° and b e l o w $ . 0 9 1 $ . 1 8 2 $.243 $ .304

21.0° - 23.9° .098 .197 .262 .328

24.0° - 26.9° .106 . 211 .282 .352

27.0° - 29.9° .113 . 226 .301 .376

30.0° - 32.9° .120 .240 .320 .400

33.0° - 35.9° .127 . 254 .339 .424
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3 6 .0° - 3 8 .9° . 13*4 .269 .358 .4-48

39.0° - 41.9° .142 . 2 8 3  .378 .472

42.0° and a b o v e  .149 . 2 9 8  .397 .496

(2) oil: if 10 p e r  cent of the h i g h e s t  p r i c e  p a i d  for

S t a t e  of A l a s k a  r o y a l t y  c r u d e  o i l  e x c e e d s  t h e  tax f o r  oil of lik e  

g r a v i t y  f r o m  w e l l s  p r o d u c i n g  2001 B P D  or m o r e  as s h o w n  in (1) of this 

s u b s e c t i o n ,  the tax for tha t  g r a v i t y  o i l  s h a l l  b e  i n c r e a s e d  to a c e n t s  

p e r  b a r r e l  e q u i v a l e n t  to 10 p e r  cent of the h i g h e s t  p r i c e  p a i d  for 

S t a t e  of A l a s k a  r o y a l t y  c r u d e oi l  of like g r a v i t y . T h e  c e n t s  p e r  

b a r r e l  t a x e s  in the o t h e r  p r o d u c t i o n  r a n g e s  s h a l l be i n c r e a s e d  b y  the 

same p e r c e n t a g e . T h e  d e p a r t m e n t  s h a l l  a d j u s t  a n d  p o s t  th e  ta x  r a t e s  

a c c o r d i n g l y  at least s e m i - a n n u a l l y .

(3) gas: the tax r a t e  s h a l l  be f o u r  p e r  cent of th e  g r o s s

v a l u e  o f  the ga s  an d  l i q u i d  p r o d u c t s  p r o d u c e d .

* S e c . 2. AS 4 3 . 5 5 . 0 1 0 ( b ) ,  (c) an d  (d) ar e a m e n d e d  to r e a d :

(b) T h e  [ P A Y M E N T  OP T H E ]  tax i m p o s e d  b y  t his c h a p t e r  is in 

p l a c e  [LIEU] of a l 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  b y  

t he s ta t e  or a ny  of its m u n i c i p a l i t i e s  [ 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 ^  

a n d  n e i t h e r  the state n o r  a m u n i c i p a l i t y  m a y  i m p o s e  a tax u p 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 t h 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 gasj_ [,]

(2) [ PR O D U C I N G ]  oi l  or ga s  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  or not; [,]

(3) oil or g a s  i n  pl a c e ;

(4) oil or [AND] g a s  p r o d u c e d  or e x t r a c t e d  in th e  statej_

[ U P O N  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) a n  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 h i s  

s u b s e c t i o n ;  or

(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  an d  d e v e l o p m e n t  e x p e n s e s  
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a n d  e x p l o r a t i o n  e x p e n s e s  [SEC T I ON ] .

(c) A n  i n t e r e s t  in the l a n d  n o t  d e s c r i b e d  in (b) of th i s  s e c t i o n  

m a y  [SHALL] b e  a s s e s s e d  a n 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  of 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 L O C A T E D ] .

(d) T h e  [G R O S S  P R O D U C T I O N ]  ta x  I m p o s e d  by t h i s  c h a p t e r  is not 

i n  p l a c e  [LIEU] of th e  tax i m p o s e d  b y  ch. 57 of t h i s  t i t l e  or i n c o m e  

t a x e s  o r  [ E X C I S E ]  t a x e s  u p o n  t h e r e t a i l  s ale of oi l  or [AND] gas 

p r o d u c t s .

* Sec. 3. AS 4 3 . 5 5 . 0 1 0 ( e )  Is r e p e a l e d .

* Sec. 4. AS 4 3 . 5 5 . 0 1 5  is r e p e a l e d .

* Sec. 5. AS 4 3 . 5 5  is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to read:

Sec. 4 3 . 5 5 . 0 1 6 .  N A T I V E  C L A I M S  P A Y M E N T S .  W h e n  t h e  tax l e v i e d  

u n d e r  sec. 10 o f  thi s  c h a p t e r  is p a y a b l e ,  a n  a m o u n t  n o t l ess t h a n  

$.0 5  f o r  e a c h  b a r r e l  of o i l  p r o d u c e d  s ha l l  be p a i d  b y  the s tate out 

of 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  b y  the s ta t 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 the 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  Ac t  (PL 9 2 -2 0 3 ;  85 Stat. 6 8 8 ; 43 U.S.C.

1601 et. seq.), i n t o  the A l a s k a  N a t i v e  F u n d  u n t i l  a l l  a m o u n t s  p a i d

I n  the f u n d  e q u a l  $ 5 0 0 , 0 0 0 , 0 0 0 .

* Sec. 6 . AS 4 3 . 5 5 . l 4 0  is a m e n d e d  b y  a d d i n g  n e w  p a r a g r a p h s  to read:

(6 ) " 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  the a m o u n t  

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

of d a y s  e a c h  w e l l  p r o d u c e d  on the 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  

the c a l e n d a r  m o n t h ;

(7) " g r a v i t y "  m e a n s  t h e  AP I  g r a v i t y  of oi l  m e a s u r e d  at 

60° F. a n d  is d e t e r m i n e d  b y  th e  f o l l o w i n g  formu l a :

A P I  G r a v i t y  = ll|] ̂ ________________  _ 1 3 1 , 5
S p e c i f i c  G r a v i t y
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(8) " i n t a n g i b l e  d r i l l i n g  and 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  i n  sec. 263(c) of 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  Code of 1954 as of the e f f e c t i v e  d a t e  of t his p a r a g r a p h ;

(9) " 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  

m i n e r a l  i n t e r e s t s  in oil and ga s  and w o r k i n g  i n t e r e s t s ,  r o y a l t y  

i n t e r e s t s  a n d o v e r r i d i n g  r o y a l t y  i n t e r e s t s  in oil and ga s  l e a s e s  an d 

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 s  u n d e r  the p r o v i s i o n s  of sec. 6 1 4 ( b) ( 3 ) 

of the I n t e r n a l  R e v e n u e  Code of 1954 as of 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 ;

(10) " o w n e r s h i p  or r ig 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 "  

m e a n s  a n y  o w n e r s h i p  i n t e r e s t  of the f e d e r a l  g o v e r n m e n t  or the state;

(11) " p r o d u c e "  m e a n s  to r e m o v e  or sell oil or g a s  f r o m  a 

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

(12) " p r o d u c t i o n "  m e a n s  the v o l u m e  or q u a n t i t y  of oi l  or 

ga s  r e m o v e d  or sold f r o m  a l e a s e  or p r o p e r t y  in the state.

* S e c . 7. If a n y  p r o v i s i o n  of thi s  A c t , or the a p p l i c a t i o n  of it to any 

p e r s o n  or c i r c u m s t a n c e  is h e l d  i n v a l i d , the r e m a i n d e r  of t h i s  Act a n d  th e 

a p p l i c a t i o n  to o t h e r  p e r s o n s  or c i r c u m s t a n c e s  is no t  a f f e c t e d  b y  that  

holding.

* S e c . 8. T his 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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