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I n t r o d u c e d :  1 / 3 1 / 7 7R e f e r r e d :  R o a o u r e e s  a n d  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  BY 
R E Q U E S T  OF  T H E  L E G I S L A T I V E  
C O U N C I L  (for t he S u b c o m m i t t e e  
o n  Oil a n d  Gas L e a s i n g  a n d  

T H E  H O U S E  T a x i n g  P o l i c i e s )

H O U S E  B I L L  NO. 144 

IN  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF  A L A S K A  

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

A  B I L L

a n  A c t  e n t i t l e d :  " A n  A c t  c o n c e r n i n g  th e oil 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 . "

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  AL A S K 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  the  p r o d u c e r  of oil or  gas a tax  b a s e d  

u p o n  a p e r  c e n t  of the 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 

WE LL ] o f  all  o i l  o r  ga s p r o d u c e d  [ R E M O V E D  O R  SOLD] f r o m  e a c h  l e a s e  or 

p r o p e r t y  in th e state, l es s  th e v a l u e  o f  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  ta 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  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 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  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  WELL] for 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  t a x  is

(A) z er o  [FIVE] p e r  c e n t  o n  the f i r s t  100 [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 o u r  [SIX] p e r  c e n t  on the n e x t  200 [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) s ix  [EIGHT] p e r  c e n t  o n  the n e x t  700 [ALL P R O D U C T I O N  

IN E X C E S S  O F  1,000] 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) n i n e  pe r c e n t  o n  the  n e x t  500 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 ;

(E) e l e v e n  p e r  c e n t  o n  the n e x t  2 , 0 0 0  b a r r e l s  o f  a v e r a g e
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(F) f o u r t e e n  p e r  cent, on. all p r o d u c t i o n  in e x c e s s  of 

3 , 5 0 0  b a r r e l s  o f  a v e r a g e  d a i l y  pe r  w e l l  p r o d u c t i o n ;

(2) gas : the tax is four d o t  c e n t  of 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  o f  t h e  gas 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  each, m o n t h .

* Sec. 2. A S  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  o f  oil a t a x  o n  e a c h  b a r r e l  

o f  oil p r o d u c e d  [ R E M O V E D  O R  SOLD] f r o m  e a c h  l e a s e  o r  p r o p e r t y  in the 

s t a t e  less 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 ax a t i o n . T h e  t a x  is b a s e d  u p o n  the t o tal 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 GE  D A I L Y  P R O D U C T I O N  F O R  E A C H  W ELL] 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 the f o l l o w i n g  s c h e d u l e  an d  a n y  p a r t  I 

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 tax l e v i e d  o n  a pr o

r a t a  b a s i s  as to e ach p r o d u c t i o n  l e ve l  b r a c k e t : !1
(1) $ . 0 0 0 0  [$.16875] o n  e a c h  of the  f i r s t  10 0  [300] b a r r e l s  j

i
o f a v e r a g e d a l ly p e r w e l l  p r o d u c t i o n ; I

(2) $. 1 3 5 0 [$.202.5] o n  e a c h  of the n e x t  200 [700] b a r r e l s  of 

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

(3) $ . 2 0 2 5  [$.2700] o n  e a c h  of the n e x t  700 [BARREL OF P R O -  1- j
D U C T I O N  IN E X C E S S  OF 1,000] 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) $. 3 0 3 8  on e a c h  of  the n e x t  500 b a r r e l s  o f  a v e r a g e  f_ _  _  . . _  _ _  j

d a i l y p e r  w e l l  p r o d u c t i o n ; j

(5) $.3713 o n  ea c h  o f  the n e x t  2 , 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 er w ell, p r o d u c t i o n ;  j

(6 ) $ . 472.5 o n  e a c h  b a r r e l  of p r o d u c t i o n  i n  e x c e s s  of 3 , 5 0 0

b a r rel s o f  av e r a g e  d a ily p e r w e l l  p r o d u c t i o n .

* S e c . 3. A S  4 3 . 5 5 . 0 1 5 (c) is a m e n d e d  to read:

(c) T h e  t a x  r a t e s  set ou t  in this s e c t i o n  w i l l  b e  i n c r e a s e d  or 

d e c r e a s e d  b y  a p e r c e n t a g e  e qual to the p e r c e n t a g e  of c h a n g e  in the 

H B  144 ~2"

d a ily per w e l l p r o d u c t ion;



1

2

3

4

5

6

7

8

9

10

11

12
13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

W h o l e s a l e  P r i c e  I n d e x  for c r u d e  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  of 

L a b o r  S t a t i s t i c s ,  of the U n i t e d  S t a t e s  D e p a r t m e n t  of La b o r .  T h e  year 

196 7 is th e b a s e  y e a r  o f  100 for c o m p u t i n g  the t a x  r a t e s . C h a n g e s  in 

t a x  r a t e s  w i l l  b e  c o m p u t e d  b a s e d  o n  c h a n g e s  f r o m  the  D e c e m b e r ,  1973 

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 an ua r y ,  197 4  [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, 1 9 7 4  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  

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

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  o i l  w i t h i n  the s t a t e  of the c h a n g e s .

* Sec. 4. A S  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 s s  p r o d u c t i o n  t a x  o n  o il  o r  g as  s ha ll  b e  p a i d  m o n t h l y .  

T h e  t a x  is d u e  o n  the 2 0 t h  d a y  [ LAST DAY] o f  e a c h  c a l e n d a r  m o n t h  o n  oil 

o r  gas p r o d u c e d  [ RE M O V E D  O R  SOLD] 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 c e d i n g  m o n t h .  If the t a x  is n o t  p a i d  b e f o r e  th e en d of  the 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. 5. A S  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) Gas  p r o d u c e d ,  e x c e p t  gas u s e d  in the o p e r a t i o n  o f  a l e a s e  or 

p r o p e r t y  in d r i l l i n g  fo r or p r o d u c i n g  o i l  o r  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 ,  fo r the p u r p o s e  o f  this  ch apter, as gas 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 .  Gas 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  b y  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  A S  3 1 . 0 5 . 1 7 0 ( 1 1 ) (H) s ha ll  be c o n s i d e r e d  as 

g a s  p r o d u c e d ,  e x c e p t  t hat it s h al l p a y  a s e v e r a n c e  tax e q ua l to f ive 

t i m e s  th e s e v e r a n c e  tax  in e f f e c t  for tha t  p e r i o d  in w h i c h  the g as wa s 

flared.

* Sec. 6 . A S  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  th e l e a s e  o r  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  name, l e g a l  d e s c r i p t i o n ,  

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  by  the d e p a r t m e n t ;

* Sec. 7. A S  4 3 . 5 5 . 0 3 0 ( a ) ( 3 )  is a m e n d e d  to read:
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(3) the g ro ss  a m o u n t  o f  o il  o r  gas p r o d u c e d  [ R E M O V E D  O R  SOLDI j
f r o m  the l e a s e  or p r o p e r t y ,  a n d  the 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  for w h o m  the tax is p a i d ;

* Sec. 8 . A S  4 3 . 5 5 . 0 3 0 ( a ) ( 4 )  is a m e n d e d  to read: |

I
(4) the total v a l u e  of the oil or gas p r o d u c e d  [ R E M O V E D  O R  [

SOLD] f r o m  the  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 ta x j

is paid; a n d  J

t \ 
w S e c . 9. AS  4 3 . 5 5 . 1 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 r e a d : j

j

(1 2 ) "gro ss  v a l u e  at the p o i n t  of p r o d u c t i o n "  m e a n s : I

(A) for o i l , the v a l u e  of the oil at the p o i n t  w h e r e  it I
|

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 , tan k  I

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  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  I
1

of p i p e l i n e  q u a l i t y  o n  the 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  j
1

w h i c h  it is r e c o v e r e d ; h o w e v e r , if th e oil is n o t  of p i p e l i n e  j

j
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 the l e a s e  or j

?
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 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 n o 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  b y  the c o m­

mi s s i o n e r )  o n  the p r e m i s e s  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  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 j 

the v a l u e  of t ha t  oil at the o f f - p r e m i s e s  l o c a t i o n  w h e r e  the oil is j 

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  the 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  quality;

(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  o i l , 

the v a l u e  of the 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 o i l ; 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 , 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 full  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 s old
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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 the s u m  of  the v a l u e  o f  the l i q u i d s  e x­

t r a c t e d  f r o m  th e ga s at the p l a n t  a n d  t he  v a l u e  o f  the 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  for  p r o c e s s i n g  t he  gas at the  p l a n t  and  

fo r t r a n s p o r t i n g  t h e  ga s to t h e  p l a n t  f r o m  t he  p r e m i s e s  u p o n  w h i c h  

the oil  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 ;  a n d

(C) fo r 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, t he  v a l u e  o f  the  g as  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  o r  m e a s u r e d  o r  th e v a l u e  of  th e g as at the p o i n t  of sale, 

if any, o n  t h e  p r e m i s e s  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 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  va lue ; for gas r u n  t h r o u g h  a 

gas p r o c e s s i n g  pla nt , 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 f ull 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 so 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  an  a r m ' s  

l e n g t h  t r a n s a c t i o n ,  is the s u m  o f  the  v a l u e  o f  the l i q u i d s  e x­

t r a c t e d  f r o m  the  g a s  at the p l a n t  a n d  the 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  f o r  p r o c e s s i n g  the gas at th e p l a n t  a n d  

for t r a n s p o r t i n g  the  g as  to the  p l a n t  f r o m  the  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  o r  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  the  o p e r a t i o n  b y  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 nto oil of 

p i p e l i n e  qu ali 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 oil is 

f i n a l l y  r e n d e r e d  into o i l  o f  p i p e l i n e  qu ality;

(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 a m o i m t  

c a l c u l a t e d  b y  d i v i d i n g  t he  t ot al  n u m b e r  o f  b a r r e l s  of o il  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  the c a l e n d a r  m o n t h  b y  the t ota l n u m b e r  of 

w e l l s  p r o d u c e d  o n  the l e a s e  or p r o p e r t y  a n y  t im e  d u r i n g  the c a l e n d a r  

m o n t h  a n d  d i v i d i n g  t h a t  a m o u n t  b y  the to ta l n u m b e r  of days  in the
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c a l e n d a r  m o n t h .

*  Sec, 10, A S  4 3 , 5 5 . 1 4 0 ( 1 0 )  a n d  (11) a r e  re p e a l e d ,

*  S e c . 11. This A c t  t a kes  e f f e c t  J u l y  1, 1977.
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