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I n t r o d u c e d :  2 / 4 / 7 6
R e f e r r e d :  R e s o u r c e s  and

F i n a n c e

BY T H E  R U L E S  C O M M I T T E E  B Y  REQUES'?
OF T H E  L E G I S L A T I V E  C O U N C I L  S UB -

IN T H E  S E N A T E  C O M M I T T E E  O N  T A X A T I O N  A N D  R E V E N U E

S P O N S O R  S U B S T I T U T E  F O R  S E N A T E  B I L L  NO. 567 

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  

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  Act e n t i t l e d :  " A n  Act c o n c e r n i n g  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 ax ;  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  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  O F  T H E  S T A T E  O F  ALAS KA :

* 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  th e  p r o d u c e r  of oi l  or gas a t a x  b a s e d  

u p o n  a p e r  ce n t  o f  t h e  g r o s s  v a l u e  at t h e  p o i n t  of p r o d u c t i o n  [AT THE 

W E L L ]  o f  a l l  o i l  or gas p r o d u c e d  [ R E M O V E D  O R  S OL 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  st a t e ,  les s  the v a l u e  o f  a n y  p a r t  t h e  o w n e r s h i p  or r ight 

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 t a x  is 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 s ,  and 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  t h 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 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  

i n  b a r r e l s ,  t h e  t a x  is

(A) fi v e  p e r  cent o n  th 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  cent o n  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 ;

(C) e i g h t  p e r  cent on  th e  ne x t  [ A L L  P R O D U C T I O N  IN E X C E S S

i—
1  

I—
J

o

, 000 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 ;

(D) e l e v e n  p e r  cent on  t h e  ne x t  1 , 0 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 ;

(B) f o u r t e e n  a n d  o n e - h a l f  p e r  cent on a l l  p r o d u c t i o n  in
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e x c e s s  o f  3 , 0 0 0  b a r r e l s  of a v e r a g e  d a l l y  p e r  w e l l  p r o d u c t i o n ;

(2) gas: the ta x  is fo u r  p e r  cent of the g r os 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  of the gas an 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 .

* Sec. 2. AS 43 = 55 . 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 t a x  on e a c h  b a r r e l

of o i l  p r o d u c e d  [ 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  in the

s tate l ess an 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 .  The t a x  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  P 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 he  f o l l o w i n g  s c h e d u l e  an d  an 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  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 c k e t :

( D  $ * 1 9 6 5  [ $ . 1 6 8 7 5 ]  on e a c h  o f  th e  first 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) $ . 2 3 5 8  [ $ . 2 0 2 5 ]  on e a c h  o f  the n e x t  700 b a r r e l s  of 

a v e r a g e  d a l l y  p e r  w e l l  p r o d u c t i o n .;

(3) $ . 3 1 4 1  [$.27 0 0 ]  on e a c h  of the n e x t  [ B A R R E L  O P  P R O D U C T I O N  

IN E X C E S S  OP] 1 , 0 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 ;

( 4  ) $ . 43 2 3  on e a c h  o f  the n e x t  1 ,0 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 ;

(5) $ . 5 6 9 8 5  on e a c h  b a r r e l  o f  p r o d u c t i o n  i n  e x c e s s  o f  3 * 0 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 .

* Sec. 3- AS 4 3 . 5 5 . 0 1 5 ( c )  is a m e n d e d  to read:

(c) The t a x  r a t e s  set out in thi s s e c t i o n  w i l l  be i n c r e a s e d  or 

d e c r e a s e d  by a p e r c e n t a g e  e q u a l  to the p e r c e n t a g e  of c h a n g e  in th e 

W h o l e s a l e  P r i c e  I n d e x  fo r  c r u de  p e t r o l e u m  p u b l i s h e d  b y  the B u r e a u  o f  

L a b o r  S t a t i s t i c s ,  o f  the U n i t e d  S t a t e s  D e p a r t m e n t  of Labor. The y e a r  

1967 is th e  b a s e  y e a r  of 100 f o r  c o m p u t i n g  the t a x  ra t e s .  C h a n g e s  i n  

t a x  r a t e s  w i l l  be c o m p u t e d  b a s e d  on c h a n g e s  f r o m  the D e c e m b e r ,  197 3  
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W h o l e s a l e  P r i c e  I n d e x  p u b l i s h e d  in J a n u a r y ,  1974 [IN T H E  W H O L E S A L E  P R I C E  

I N D E X  O C C U R R I N G  A F T E R  J A N U A R Y  1,, 197#, A N D  W I L L  N O T  I N C L U D E  C H A N G E S  IN 

T H E  W H O L E S A L E  P R I C E  I N D E X  P R I O R  T O  J A N U A R Y  1, 1974]. T h e  d e p a r t m e n t  

s h a l l  p o s t  th e c h a n g e s  in th e  t a x  r a t e s  at l e a s t  s e m i - a n n u a l l y  a n d s hall 

n o t i f y  e v e r y  p e r s o n  p r o d u c i n g  oi l  w i t h i n  th e  s t a t e . o f  the changes.

* Sec. 4. A S  4 3 .5 5 .0 2 0 (a) is amended* to read:

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

T h e  t a x  is du e  o n  th e  2 0 t h  d a y  [ 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 g as  p r o d u c e d  [ R E M O V E D  OR  S O L D ]  from, 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 c e d i n g  m o n t h .  If th e  t a x  is not p a i d  b e f o r e  the en d  o f  th e  m o n t h  in 

w h i c h  it b e c o m e s  due ,  th e  t a x  b e c o m e s  d e l i n q u e n t .

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

(e) G a s  p r o d u c e d ,  e x c e p t  gas u s e d  in t h e  o p e r a t i o n  o f  a l ease or 

p r o p e r t y  i n  d r i l l i n g  fo r o r  p r o d u c i n g  oi l  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 ,  f o r  the  p u r p o s e  of  th i s  c h a p t e r ,  as ga s  p r o d u c e d  f r o m  a 

l e a s e  o r  p r o p e r t y .  G a s  f l a r e d  u n d e r  a p e r m i t  g r a n t e d  by the D e p a r t m e n t  

o f  N a t u r a l  R e s o u r c e s  u n d e r  AS 3 1 . 0 5 . 1 7 0 ( 1 1 ) (H) s h a l l  be c o n s i d e r e d  as 

gas p r o d u c e d ,  e x c e p t  th a t  it s h a l l  p a y  a s e v e r a n c e  t a x  e q u a l  to five 

t i m e s  t h e  s e v e r a n c e  t a x  in e f f e c t  for t h a t  p e r i o d  in w h i c h  the gas was 

f l a r e d .

s Sec. 6. AS 4 3 . 5 5 . 0 3 0 ( a ) ( 1 )  is a m e n d e d  to read:

(1) a d e s c r i p t i o n  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 oil

or gas w a s  p r o d u c e d  [ R E M O V E D  O R  S O L D ] ,  b y  n a m e ,  l e g a l  d e s c r i p t i o n ,  l ease

n u m b e r  or b y  a c c o u n t i n g  cod e  n u m b e r s  a s s i g n e d  by the d e p a r t m e n t ;

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

(3) t h e  g r o s s  a m o u n t  of oil o r  gas p r o d u c e d  [ R E M O V E D  O R  S OLD]

f r o m  th e  l e a s e  o r  p r o p e r t y ,  a n d  th e  p e r c e n t a g e  of the 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  fo r w h o m  t h e  t a x  i s  p aid;

* Sec. 8. AS 4 3 .5 5 .0 3 0 ( a ) ( 4 ) is a m e n d e d  t o  read:
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(4) the t o t a l  v a l u e  o f  th e oi l  or gas p r o d u c e d  [ R E M O V E D  O R  

S O L D ] .from th 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  for  w h o m  t h e  tax 

is p aid; a n d

* Sec. 9- 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:

(1 2 ) "gr os s  v a l u e  at the p o i n t  of p r o d u c t i o n "  means:

(A) for o i l 3 the v a l u e  of the oi l  at the 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  m e t e r ,  t a n k  j

gauge, or o t h e r  m e t h o d  a p p r o v e d  b y  the c o m m i s s i o n e r )  in a c o n d i t i o n  1
of p i p e l i n e  q u a l i t y  on the p r e m i s e s  of the l e as 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 5 h o w e v e r ,  if the oi l  is not of 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  the p r e m i s e s  of 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  it is r e c o v e r e d ,  or if the o i l  r e c o v e r e d  f r o m  a
1

l e a s e  or p r o p e r t y  is not  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  J 

t r a n s f e r  m e t e r ,  t a n k  ga u ge ,  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 -  j 

m i s s i o n e r )  on the p r e m i s e s  of the l e as e  or pi-operty f r o m  w h i c h  it 

is r e c o v e r e d ,  t h e n  the 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 v a l u e  of t ha t  oi l  at th 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  t h e  o i 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  ga u g e ,  or o t h e r  m e t h o d  a p p r o v e d  by the c o m m i s s i o n e r )  in a i

c o n d i t i o n  of p i p e l i n e  q u a l it y ;

(B) for 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 th e  gas at the 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  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  the oil; for gas r u n  t h r o u g h  a

gas 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 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  b y  the p r o d u c e r  for th e  gas if sol d 

i n  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 a n  a r m ' s 

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

les s a r e a s o n a b l e  a l l o w a n c e  fo r  p r o c e s s i n g  the gas at the p l a n t  an d  

SfcJSB 567 -4- I
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for t r a n s p o r t i n g  the 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 g a s  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  of t h e  gas at the 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  or m e a s u r e d  or  th e  v a l u e  of the gas at the p o i n t  of sale, 

if any, 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  the gas 

is r e c o v e r e d ,  w h i c h e v e r  is t h e  h i g h e r  v a lu e ;  fo r  gas r u n  t h r o u g h  a 

gas 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 

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  b y  the p r o d u c e r  for the gas if sol 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 an  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  s u m  of t h e  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  t h e  gas at the p l a n t  a n d  th e  v a l u e  of the r e s i d u e  gas, 

l ess a r e a s o n a b l e  a l l o w a n c e  for p r o c e s s i n g  the gas at the p lant a n d

for t r a n s p o r t i n g  th e  gas t o  t h e  p l a n t  f r o m  the p o i n t  w h e r e  it was

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) "o i l  p r o d u c t i o n  o p e r a t i o n "  m e a n s  the o p e r a t i o n  by w h i c h  

o i l  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  o i l  of 

p i p e l i n e  q u a 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  the o il  is 

f i n a l l y  r e n d e r e d  i n t o  o i l  of p i p e l i n e  qu 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  a n 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  the am o u n t 

c a l c u l a t e d  b y  d i v i d i n g  t h e  t o t a l  n u m b e r  o f  b a r r e l s  of o i l  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 the 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  an 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  an d  d i v i d i n g  t h a t  a m o u n t  b y  the t o t a l  n u m b e r  o f  d a y s  in the 

c a l e n d a r  m o n t h .

* Sec. 10. AS 4 3 . 5 5 * 1 4 0 ( 1 0 )  a n d  (11) are r e p e a l e d .

* Sec. 11. T h i s  Act t a k e s  e f f e c t  i m m e d i a t e l y  in- a c c o r d a n c e  w i t h  AS 01.- 

.0 7 0 (c) .
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