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Introduced: 1/28/77
Referred: Resources and Finance

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 the S u b c o m m i t t e e
o n  O i l  a n d  Gas L e a s i n g  a n d

IN THE SENATE

S E N A T E  B I L L  NO. 103

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  O F  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  the oi l a n d  gas p r o p e r t i e s  pr o -

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  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  o f  o i l  or ga s a tax b a s e d  

u p o n  a p e r  c e n t  o f  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  [AT T HE 

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  i n  t h e  state, l e s s  t h e  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 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 d e t e r m i n e d  a c c o r d i n g  to 

th e 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 pr 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 :

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

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 . "

(1) oil: b a s e d  u p o n  the  t o ta 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

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

(A) z e r o  [FIVE] p e r  ce n t  o n  the f i r s t  100 [300] b a r r e l s
I

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  [SIX] p e r  c e n t  o n  the n e x t  200 [700] b a r r e l s  of j

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 ;

(C) s ix  [EIGHT] p e r  c e n t  o n  t h e 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 er  w e l l  p r o d u c t i o n ;

(D) n i n e  p e r  c e n t  o n  the n e x t  500 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 ;

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

3 ,5 00  b a r r e l s  o f  a v e r a g e  d a i l y  per w e l l  p r o d u c t i o n ;

(2) gas: the t a x  is fo u r  p e r  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  the 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  e a c h  m o n t h . |

*  S e c . 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  of oil  a tax  o n  e a c h  b a r r e l  

of oil p r o d u c e d  [R EMOVED 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  in the 

s tat 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  

taxa ti on.  T he  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 VE 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  j 

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 th e f o l l o w i n g  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  the tax l e v i e d  o n  a pro 

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 :
I

(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  i
1

of a v e r a g e  d a i l y  per w e l l  p r o d u c t i o n ; 1

(2) $ . 1 3 5 0  [$.2025] o n  e a c h  o f  the n e x t  200 [700] b a r r e l s  o f  J
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 ; j

(3) $. 2 0 2 5  [$.2700] o n  e a c h  o f  the n e x t  700 [BARR EL 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  per  w e l l  p r o d u c t i o n ;

(4) $. 3 0 3 8  o n  e a c h  o f  t he  n e x t  500 b a r r e l s  of a v e r a g e  j

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

(5) $.37 13  o n  e a c h  o f  the n e x t  2 , 0 0 0  b a r r e l s  of  a v e r a g e  d a i l y

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

(6) $ . 4 7 2 5  o n  e a c h  b a r r e l  of p r o d u c t i o n  in e x c e s s  o f  3 , 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 e 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 r e a d :

(c) T h e  ta x r a t e s  set  o u 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 q u a l  to the p e r c e n t a g e  o f  c h a n g e  in the 
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W h o l e s a l e  P r i c e  I n d e x  f o r  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 ,  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. T h e  y e a r  

1967 is t h e  b a s e  y e a r  o f  1 00  fo r c o m p u t i n g  the tax 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 a n u a r y ,  1 9 7 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  

s h a l l  p o s t  th e c h a n g e s  in  the  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  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  o f  the c ha nge 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 i l  or  gas s h a l l  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  g a 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  o r  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 t h e  t a x  is n o t  p a i d  b e f o r e  the en d of the m o n t h  in 

w h i c h  it b e c o m e s  due, t h e  ta 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  ga s 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  i n  d r i l l i n g  f o r  o r  p r o d u c i n g  o i l  or  gas, o r  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  the p u r p o s e  o f  t his 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  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 h all  b e  c o n s i d e r e d  as 

ga s p r o d u c e d ,  e x c e p t  t h a t  it s h a l l  p a y  a s e v e r a n c e  tax  e q u a l  to f i v e  

t i m e s  th e s e v e r a n c e  tax  i n  e f f e c t  f o r  t h a t  p e r i o d  in w h i c h  th e gas wa s 

flare d.

*  Sec. 6. A S  4 3 . 5 5 . 0 3 0 ( a ) ( 1 )  is a m e n d e d  to read: j

(1) a d e s c r i p t i o n  o f  t he 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 j 

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

f r o m  the l e a s e  o r  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 t ax  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:

(4) the t ota l 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  o r  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  the  tax

is paid; a n d

S e c . 9. A S  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 :

(12) "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 "  m e a n s :

(A) fo r o i l , th e 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 , tan k  

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 )  i n  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  the 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 the o i l  is n o t  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  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 the oil  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  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  me t e r ,  t a n k  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

mi s s i o n e r )  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  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  o f  p r o d u c t i o n  is 

the v a l u e  o f  t h a t  o il  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. oi l is 

f i r s t  m e t e r e d  o r  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  t he  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  th e o i l ; 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 , 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  t he  p r o d u c e r  f or t he gas if sol d
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l e n g t h  t r a n s a c t i o n ,  is the s u m  of  th e 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  t h e  g as at the p l a n t  a n d  the  v a l u e  of th e r e s i d u e  gas, 

l es s  a r e a s o n a b l e  a l l o w a n c e  f or p r o c e s s i n g  t h e  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 he p l a n t  f r o m  th e 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 ;  a n d

(C) f or  ga 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, the  v a l u e  of  th e gas at  th 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  o r  the  v a l u e  of  th e gas  a t  the p o i n t  of sale, 

if any, o n  t h e  p r e m i s e s  o f  the 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 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 l u e ;  for gas r u n  t h r o u g h  a

ga s p r o c e s s i n g  p la 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  f ul l  c o n s i d e r a t i o n  r e c e i v e d  b y  t h e  p r o d u c e r  for th e ga s if s old 

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, i n  t h e  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  o f  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  ga 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, 

le s 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  and 

for  t r a n s p o r t i n g  th 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 wa 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  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 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  t he  oi l is 

f i n a l l y  r e n d e r e d  in t o  oi l o f  p i p e l i n e  qu al 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  pe 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  t he  to ta l n u m b e r  o f  b a r r e l s  of oil p r o d u c e d  f r o m  J 

e a c h  l e a s e  o r  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  b y  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  a n y  t i m e  d u r i n g  t h e  c a l e n d a r  1 

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  d a y s  i n  the
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in an arm's length transaction or, in the absence of an arm's



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

S e c . 10. AS  4 3 . 5 5 . 1 4 0 ( 1 0 )  a n d  (11) a r e  r e p e a l e d . 

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


