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Original s p o n s o r : Cowper Of f e r e d :  4 / 1 5/ 7 6
R e f e r r e d :  F i n a n c e

IN T H E  H O U S E  B Y  T H E  R E S O U R C E S  C O M M I T T E E

CS F O R  H O U S E  B I L L  NO. 346

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  

N I 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  Ac t  e n t i t l e d :  " A n  Act  r e l a t i n g  to 'the 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  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  OF T H E  S T A T E  O F  A L A SK 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  t h e  p r o d u c e r  of  oil or  gas a t a x  b a s e d  

u p o n  a p e r  c e n t  o f  t h e  g r o s s  v a l u e  at t he  p o i n t  o f  p r o d u c t i o n  [WELL] of 

al l  oi l  o r  g a s  p r o d u c e d  [ 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  or p r o p e r t y  

i n  t h e  state, l ess t h e  v a l u e  o f  a n y  p a r t  th 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 .  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  th e  f o l l o w­

in g  s c h e d u l e s ,  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 n  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  ta 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 e a s e  or .property [ 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  E A C H  W E L L ]  f o r  t h e  

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

(A) f i v e  p e r  c e n t  b n  t h e  f i r s t  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) si x  p e r  c ent on t h e  nex t 700 b a r r e l s  of a v e r a g e  

daily, p e r  w e l l  p r o d u c t i o n ;

(C) e i g h t  p e r  cent o n  al l  p r o d u c t i o n  in e x c e s s  of

1 , 0 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  is f o u r  p e r  cen t  o f  t he  g r o s s  v a l u e  

at t h e  p o i n t  o f  p r o d u c t i o n  o f  th e  ga 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  month.
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* Sec. 2. AS 4 3 . 5 5 . 0 1 5 ( 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  of oil a ta x  on e a c h  b a r r e l

o;f’ °ii p r o d u c e d  [ R E M O V E D  OR  SOLD] f r o m  e a c h  l e a s e  or p r o p e r t y  in the

s t a t e less a n y  par 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

tion. The tax is b a s e d  u p o n  the t o t a l  p r o d u c t i o n  f r o m  e a c h  l e a s e  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  E A C H  W E L L ]  for the c a l e n d a r  m o n t h  

in b a r r e l s  d e t e r m i n e d  a c c o r d i n g  to t h e f o l l o w i n g  s c h e d u l e  an d  an y  part  

w h i c h  is e xe 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  the 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  b r a ck e t :

(1 ) $.16875 o n  e a c h  of the f i r s t  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 ;

(2 ) $.2025 on e a c h  of the  n e x t  700 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 ;

(3) $. 2 7 00  on e a c h  of the b a r r e l s  [ B A R R E L  O F  P R O D U C T I O N ]

in e x c e s s  of 1,000 b a r r e l s  of a v e r a g e  d a i l y  p er  w e l l  p r o d u c t i o n .

* Sec. 3 . AS 4 3 . 5 5 . 0 2 0 ( a )  is a m e n d e d  to read:

(a) T h e  g r o ss  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 o n t h l y .  

Th e  t a x is due on  the last d a y  of e a c h  c a l e n d a r  m o n t h  on oil or gas 

p r o d u c e d  [ R E M O V E D  O R  S OLD] 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  the p r e­

ce d i n g  mo n t h .  If the ta x  is not p a i d  b e f o r e  the en d  of th e  m o n t h  in 

w h i c h  It b e c o m e s  due the t a x  b e c o m e s  d e l i n q u e n t .

* Sec. 4. AS 4 3 . 5 5 . 0 2 0 ( e )  is a m e n d e d  to read:

(e) Ga s  p r o d u c e d  an d  used., e x c e p t  gas u s e d  in the o p e r a t i o n  of 

a l e a s e  or p r o p e r t y  in d r i l l i n g  for or p r o d u c i n g  oil or gas, or for 

r e p r e s s u r i n g ,  is c o n s i d e r e d ,  for  th e  p u r p o s e  of thi s c h a p t e r  an d  in th e  

a m o u n t  used, as gas p r o d u ce d  [ R E M O V E D  O R  S O L D ]  f r o m  a l e a s e  or p r o p e r t y ,

* Sec. 5> AS 4 3 . 5 5 . 0 3 0 ( a ) ( 1 ) ,  (3 ) a n d  (4) a r e  a m e n d e d  to read:

(1 ) a d e s c r i p t i o n  of the l e a s e  or p r o p e r t y  f r o m  w h i c h  the

oil or gas  w a s  p r o d u c e d  [ R E M O V E D  O R  SOLD], b y  name, l e g a l  d e s c r i p t i o n ,  
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l e a s e  n u m b e r  o r  b y  a c c o u n t i n g  c o d e  n u m b e r s  a s s i g n e d  b y  t h e  d e p a r t m e n t ;

(3) th e  g r o s s  a m o u n t  of o i l  or gas p r o d u c e d  [ R E M O V E D  O R 

S O L D ]  f r o m  t h e  l e a s e  or p r o p e r t y ,  a n d . t h e  p e r c e n t a g e  o f  t h e  g r o s s  

a m o u n t  o w n e d  b y  e a c h  p r o d u c e r  f o r  w h o m  th e  t a x  is p ai d ;

(4) t h e  t o t a l  v a l u e  o f  the oi l  or gas p r o d u c e d  [ R E M O V E D  OR 

S O L D ]  f r o m  t h e  l e a s e  or p r o p e r t y  o w n e d  b y  e a c h  p r o d u c e r  fo r  w h o m  the 

t a x  is pa i d ;  a n d

* Sec. 6. A S  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:

(12) " g r o s s  v a l u e  at t h e  p o i n t  o f  p r o d u c t i o n "  me a n s :

(A) f o r  oil, t h e  v a l u e  of  t h e  oil at t h e  p o i n t  w h e r e  

it is m e t e r e d  or m e a s u r e d  (by a u t o m a t i c  c u s t o d y  t r a n s f e r  me t e r , 

t a n k  g a u g e  o r  o t h e r  m e t h o d  a p p r o v e d  b y  th e  c o m m i s s i o n e r )  in a 

c o n d i t i o n  of p i p e l i n e  q u a l i t y  o n  t h e  p r e m i s e s  of th e  l e a s e  or 

p r o p e r t y  f r o m  w h i c h  it is r e c o v e r e d ;  h o w e v e r , if t h e  o i l  is not 

o f  p i p e l i n e  q u a l i t y  w h e n  it is r e m o v e d  f r o m  t h e  p r e m i s e s  o f  the 

l e a s e  or p r o p e r t y  f r o m  w h i c h  it is r e c o v e r e d ,  or if t h e  oil 

r e c o v e r e d  f r o m  a l e a s e  o r  p r o p e r t y  is no t  m e t e r e d  or m e a s u r e d  

(by a u t o m a t i c  c u s t o d y  t r a n s f e r  m e t e r ,  t a n k  gauge: o r  o t h e r  m e t h o d  

a p p r o v e d  by t h e  c o m m i s s i o n e r )  on t h e  p r e m i s e s  o f  t h e  l e a s e  or 

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

p o i n t  o f  p r o d u c t i o n  is t h e  v a l u e  o f  t h a t  oil at t h e  o f f - p r e m i s e s  

l o c a t i o n  w h e r e  th e  oi l  is f i r s t  m e t e r e d  or' m e a s u r e d  (by a u t o m a t i c  

c u s t o d y  t r a n s f e r  m e t e r ,  t a n k  g a u g e  or o t h e r  m e t h o d  a p p r o v e d  by 

t h e  c o m m i s s i o n e r )  in a c o n d i t i o n  of p i p e l i n e  q u a l i t y ;

(B) fo r  gas r e c o v e r e d  f r o m  or in a s s o c i a t i o n  w i t h  oil, 

t h e  v a l u e  of  t h e  ga s at t h e  p o i n t  w h e r e  i t .is a c c u r a t e l y  m e t e r e d  

or m e a s u r e d  a f t e r  s e p a r a t i o n  f r o m  t h e oil; f o r  gas r u n  t h r o u g h  a 

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

is t h e  f u l l  c o n s i d e r a t i o n  r e c e i v e d  b y  th e  p r o d u c e r  f o r  th e  gas
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if sold in an a r m ' s  l e n g t h  t r a n s a c t i o n  or, in the a b s e n c e  of an 

a r m ' s  l e n g t h  t r a n s a c t i o n s  is t h e  s u m  of the v a l u e  of the l i q u i d s  

e x t r a c t e d  f r o m  t h e  gas at the p l a n t  a n d  th e  v a l u e  o f  the r e s i d u e  

gasj l ess a r e a s o n a b l e  a l l o w a n c e  f o r  p r o c e s s i n g  t h e  gas at t h e  

p l a n t  an d  fo r  t r a n s p o r t i n g  th e  gas to the p l a n t  f r o m  the p r e m i s e s  

u p o n  w h i c h  the o i l  p r o d u c t i o n  o p e r a t i o n  is c o n d u c t e d ;  an d

(C) for  gas n o t  r e c o v e r e d  f r o m  or in a s s o c i a t i o n  w i t h  

oil, th e v a l u e  o f  the gas at t h e  p o i n t  w h e r e  it is a c c u r a t e l y  

m e t e r e d  o r  m e a s u r e d  or t h e  v a l u e  of th e  gas at t h e  p o i n t  of sale, 

if any, o n  th e  p r e m i s e s  o f  t h e  l e a s e  or p r o p e r t y  f r o m  w h i c h  the 

gas is r e c o v e r e d ,  w h i c h e v e r  is the h i g h e r  value; f o r  gas r u n  

t h r o u g h  a g a s  p r o c e s s i n g  p l a n t ,  th e  g r o s s  v a l u e  at the  p o i n t  of 

p r o d u c t i o n  is the  f u l l  c o n s i d e r a t i o n  r e c e i v e d  by t h e  p r o d u c e r  

for t h e  gas if s o l d  in a n  a r m ' s  l e n g t h  t r a n s a c t i o n  or, in the 

a b s e n c e  of  a n  a r m ' s  l e n g t h  t r a n s a c t i o n ,  is t h e  su m  o f  the v a l u e  

of th e  l i q u i d s  e x t r a c t e d  f r o m  the gas at the p l a n t  a n d  th e  v a l u e 

of th e  r e s i d u e  gas, less a r e a s o n a b l e  a l l o w a n c e  f o r  p r o c e s s i n g  

the gas at the  p l a n t  a n d  for t r a n s p o r t i n g  t h e  gas to th e  p l a n t  

f r o m  th e p o i n t  w h e r e  it w a s  a c c u r a t e l y  m e t e r e d  or m e a s u r e d ;

(13) "oil p r o d u c t i o n  o p e r a t i o n "  m e a n s  t h e  o p e r a t i o n  by w h i c h  

oil is r e c o v e r e d  f r o m  a l e a s e  or p r o p e r t y  a n d r e n d e r e d  i n t o  oi l  of 

p i p e l i n e  q ua l i t y ,  a n d  i n c l u d e s  a n y  g a t h e r i n g  d o n e  b e f o r e  t h e  o i l  is 

f i n a l l y  r e n d e r e d  into  o i l  of p i p e l i n e  q u a l i t y ;

(14) " p i p e l i n e  q u a l i t y "  m e a n s  g o o d  an d  m a r k e t a b l e  c o n d i t i o n ;

(15) " 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 f i r s t  d i v i d i n g  t h e  t o t a l  n u m b e r  of b a r r e l s  o f  oil p r o -  

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

n u m b e r  o f  w e l l s  o n  th e  l e a s e  or p r o p e r t y  t h a t  w e r e  p r o d u c e d  for at 

l east 25 p e r  c ent of t h e  t i m e  t h e r e  was p r o d u c t i o n  f r o m  t h e  l e a s e  or
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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  a n d  t h e n  d i v i d i n g  tha t  q u o t i e n t  by 

t h e  n u m b e r  o f  d a y s  in th e  c a l e n d a r  month.

* Sec. 7* A S  4 3 . 5 5 . 1 4 0 ( 1 0 )  a n d  (11) a r e r e p e a l e d .

* Sec. 8. T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  i n  a c c o r d a n c e  w i t h  A S  01.10, 

070(c).
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