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IN  T H E  S E N A T 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  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

F o r  a n  A c t  en t i t l e d :  " A n  A c t  c o n c e r n i n g  the  o i l  a n d  ga 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  f or  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  A L A S K A :

*  S e c t i o n  1. A S  4 3 . 5 5  is a m e n d e d  b y  a d d i n g  n e w  s e c t i o n s  to read:

Sec. 4 3 . 5 5 . 0 1 1 .  O I L  P R O D U C T I O N  TAX. (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  a t a x  f o r  a l l  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  

i n  th e state, l ess a n y  o i l  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 at ion . T h e  t a x  is e q u a l  to e i t h e r  th e p e r c e n t a g e - o f - v a l u e  

a m o u n t  c a l c u l a t e d  u n d e r  (b) of  this  s e c t i o n  or t he  c e n t s - p e r - b a r r e l  

a m o u n t  c a l c u l a t e d  u n d e r  (c) of  this  s ec ti on,  w h i c h e v e r  is g rea t e r ,  

m u l t i p l i e d  b y  t h e  e c o n o m i c  l i m i t  f a c t o r  d e t e r m i n e d  f o r  the o i l  p r o d u c­

t i o n  of the  l e a s e  or  p r o p e r t y  u n d e r  sec. 13 of this  c hap te r.  If the 

a m o u n t s  c a l c u l a t e d  u n d e r  (b) a n d  (c) o f  t hi s  s e c t i o n  a r e  equal, the 

a m o u n t  c a l c u l a t e d  u n d e r  (b) of this s e c t i o n  s h a l l  b e  t r e a t e d  as if it 

w e r e  the g r e a t e r  f o r  p u r p o s e s  of  this se ction.

(b) T h e  p e r c e n t a g e - o f - v a l u e  a m o u n t  e q u a l s  1 2. 5  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  o f  t a x a b l e  o i l  p r o d u c e d  f r o m  the 

l e a s e  or p r o p e r t y .

(c) T h e  c e n t s - p e r - b a r r e l  a m o u n t  e q u a l s  $ .65 p e r  b a r r e l  o f  t a x a b l e  

o i l  p r o d u c e d  f r o m  t h e  l e a s e  or p r o p e r t y ,  as a d j u s t e d  b y  sec. 12 of this 

chapter.

(d) W h e n  the  c e n t s - p e r - b a r r e l  a m o u n t  c a l c u l a t e d  u n d e r  (c) of this 

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

(b) o f  this s ec t i o n ,  a n  a m o u n t  n o t  less t h a n  $.0 5 fo r e a c h  b a r r e l  of
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t a x a b l e  o i l  p r o d u c e d  s h a l l  b e  p a i d  b y  the s t a t e  o u t  of its j

r o y a i t x e s  f r o m  th e  oi l w h e n e v e r  p a y m e n t  b y  t h e  s t a t e  is r e q u i r e d  u n d e r  J

the  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 o f  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  A c t  (P.L. 92-203, 85 Stat. 688, 43 U . S . C .  16 0 1  et seq.) j

into  the A l a s k a  N a t i v e  Fund, u n t i l  all  a m o u n t s  p a i d  in  t h e  f u n d  e q u a l  j

$ 5 0 0 , 0 0 0 , 0 0 0 .  I

Sec. 4 3 . 5 5 . 0 1 2 .  A D J U S T M E N T S  IN T A X  RATES. T h e  c e n t s - p e r - b a r r e l  

a m o u n t  set o u t  in sec. 11(c) of  this c h a p t e r  a p p l i e s  to o i l  of 27 j

d e g r e e s  A P I  gr avity. F o r  e a c h  d e g r e e  o f  A P I  g r a v i t y  less th a n  27 J

d e g r e e s  the c e n t s - p e r - b a r r e l  a m o u n t  s h a l l  b e  r e d u c e d  b y  $ . 0 0 5  a n d  f o r  i

e a c h  d e g r e e  of A P I  g r a v i t y  g r e a t e r  t h a n  27 d e g r e e s  the  c e n t s - p e r - b a r r e l  

a m o u n t  s h a l l  b e  i n c r e a s e d  b y  $ . 0 0 5  e x c e p t  t h a t  oil  a b o v e  40  d e g r e e s  A P I

j
g r a v i t y  s h a l l  b e  t a x e d  as 40 d e g r e e  oil. in a p p l y i n g  t h e  g r a v i t y  ad- i

I
j u s t m e n t  u n d e r  this s u b s e c t i o n ,  f r a c t i o n a l  d e g r e e s  o f  A P I  g r a v i t y  s h a l l  I 

be  di s r e g a r d e d .

J
Sec. 4 3. 55 . 0 1 3 .  E C O N O M I C  L I M I T  F A C TO R. (a) T h e  e c o n o m i c  l i m i t  |

f a c t o r  fo r oil p r o d u c t i o n  of a l e a s e  or p r o p e r t y  e q u a l s  

( 1 - [PEL/TP]) exp ([300 X  W D ] / P E L )

Whe re :  P E L  ~ the p r o d u c t i o n  r a t e  at the e c o n o m i c  limit;

TP  = t o t a l  p r o d u c t i o n  d u r i n g  the m o n t h  for  w h i c h  the t a x  

is to b e  paid;

i
W D  ~ the t o t a l  n u m b e r  of w e l l  days in the m o n t h  f o r  w h i c h  j

the t a x  is to b e  paid; a n d  

W h e r e  " e x p "  i n d i c a t e s  t h a t  the  e x p r e s s i o n  f o l l o w i n g  it is a n  e x p o n e n t .

(b) T h e  e c o n o m i c  l i m i t  f a c t o r  fo r gas p r o d u c t i o n  of  a l e a s e  o r  

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

the e c o n o m i c  li mi t to the p r o d u c t i o n  d u r i n g  th e m o n t h  f o r  w h i c h  t h e  t a x  

is to b e  paid.

(c) Th e  m o n t h l y  p r o d u c t i o n  r a t e  at the e c o n o m i c  l i m i t  fo r a l e a s e  j
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or  p r o p e r t y  is p r e s u m e d  to b e  1 0 0  b a r r e l s  t i m e s  t he n u m b e r  o f  w e l l  days 

for  the  l e a s e  or p r o p e r t y  d u r i n g  th e m o n t h  fo r w h i c h  the t a x  is to b e  

p aid, u n l e s s  the  t a x p a y e r  at a f o r m a l  h e a r i n g  u n d e r  A S  4 3 . 0 5 . 2 4 0  p r o­

v i d e s  c l e a r  a n d  c o n v i n c i n g  e v i d e n c e  of  a d i f f e r e n t  m o n t h l y  p r o d u c t i o n  

r a t e  at the e c o n o m i c  l i m i t  f or  t h e  l e a s e  or p r o p e r t y .  T h e  m o n t h l y  

p r o d u c t i o n  r a t e  at  t h e  e c o n o m i c  l i m i t  f o r  the l e a s e  or p r o p e r t y  b a s e d  

u p o n  the  c l e a r  a n d  c o n v i n c i n g  e v i d e n c e  of  th e t a x p a y e r  s h a l l  b e  c a l c u­

l a t e d  b y  d i v i d i n g  t h e  v a l u e  d e t e r m i n e d  u n d e r  (e) of this s e c t i o n  i nto 

the  a v e r a g e  m o n t h l y  d i r e c t  o p e r a t i n g  c o s t  d e t e r m i n e d  u n d e r  (d) of  this 

se ction.

(d) T h e  a v e r a g e  m o n t h l y  d i r e c t  o p e r a t i n g  c o s t  for o i l  p r o d u c t i o n  

o p e r a t i o n s  o f  th e l e a s e  or p r o p e r t y  s h a l l  b e  d e t e r m i n e d  b a s e d  o n  the 

n u m b e r  o f  m o n t h s  o p e r a t e d  d u r i n g  th e p r e c e d i n g  1 2 - m o n t h  p e r i o d .  T h e  

d i r e c t  o p e r a t i n g  c o s t s  i n c l u d e  d r i l l i n g  s u p p l i e s ,  fuel, r o u t i n e  m a i n t e­

nan c e ,  a n d  w a g e s  a n d  b e n e f i t s  o f  e m p l o y e e s  w o r k i n g  on  t h e  p r o d u c t i o n  

o p e r a t i o n s .  T h e  d i r e c t  o p e r a t i n g  c o s t s  do  n o t  i n c l u d e  c a p i t a l  e x p e n d i­

tures, t a n g i b l e  or  i n t a n g i b l e  d r i l l i n g  e x p e n s e s ,  c o st s o f  w e l l  w o r k -  

overs, c o s t s  f o r  r e p l a c e m e n t  o r  r e p a i r s  (o the r t h a n  r o u t i n e  m a i n t e n a n c e ) ,  

d e p r e c i a t i o n  o r  a m o r t i z a t i o n ,  taxes, i n s u r a n c e ,  ov e r h e a d ,  m o n e y  p a i d  or 

set  a s i d e  (or b o o k e d  as b e i n g  p a i d  or s e t  asi de)  to c o v e r  t h e  c o s t  of 

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

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

the  l e a s e  o r  p r o p e r t y .

(e) F o r  th e p u r p o s e s  of  th i s  ch ap t e r ,  the g r o s s  v a l u e  of  o i l  shall 

b e  c a l c u l a t e d  as p r o v i d e d  in  sec. 150 of  t his ch apt er , a n d  t h e  g r o s s  

v a l u e  of g a s  s h a l l  b e  c a l c u l a t e d  as p r o v i d e d  in  (h) of this  section.

(f) B e f o r e  F e b r u a r y  15 o f  e a c h  y e a r  or w i t h i n  s i x  m o n t h s  a f t e r  

c o m m e n c e m e n t  o f  p r o d u c t i o n  f o r  a  l e a s e  or  p r o p e r t y ,  the d e p a r t m e n t  s hal l 

n o t i f y  the p r o d u c e r  of  ga s o f  the  m o n t h l y  p r o d u c t i o n  r a t e  a t  th e economic
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l i m i t  fo r 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  f o r  th a t  year. T h e  

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

s h a l l  b e  d e t e r m i n e d  at a f o r m a l  h e a r i n g  u n d e r  AS 4 3 . 0 5 . 2 4 0  a n d  m u s t  b e  

e s t a b l i s h e d  b y  c l e a r  a n d  c o n v i n c i n g  e v i d e n c e  p r e s e n t e d  b y  t he t a x p a y e r  

at t hat he ar i n g .  T h e  m o n t h l y  p r o d u c t i o n  r a t e  at the e c o n o m i c  l i m i t  for 

the  l e a s e  or p r o p e r t y  b a s e d  u p o n  the c l e a r  a n d  c o n v i n c i n g  e v i d e n c e  of 

the t a x p a y e r  s h a l l  b e  c a l c u l a t e d  b y  d i v i d i n g  th e v a l u e  d e t e r m i n e d  u n d e r  

(h) of this  s e c t i o n  i n t o  t he  a v e r a g e  m o n t h l y  d i r e c t  o p e r a t i n g  c o s t  I

d e t e r m i n e d  u n d e r  (g) of t his section.

(g) T h e  a v e r a g e  m o n t h l y  d i r e c t  o p e r a t i n g  c o s t  f o r  gas p r o d u c t i o n  j 

o p e r a t i o n s  of  the  l e a s e  or  p r o p e r t y  s h a l l  b e  d e t e r m i n e d  b a s e d  o n  the

n u m b e r  o f  m o n t h s  o p e r a t e d  d u r i n g  the p r e c e d i n g  1 2 - m o n t h  p e r i o d .  T h e  |
(

d i r e c t  o p e r a t i n g  c ost s i n c l u d e  d r i l l i n g  s u p p l i e s , f u e l , r o u t i n e  m a i n t e -  j 

n a n c e , a n d  w a g e s  a n d  b e n e f i t s  of e m p l o y e e s  w o r k i n g  o n  the p r o d u c t i o n  

o p e r a t i o n s . T h e  d i r e c t  o p e r a t i n g  costs do n o t  i n c l u d e  c a p i t a l  e x p e n d i­

tures , t a n g i b l e  or i n t a n g i b l e  d r i l l i n g  e x p e n s e s , c osts of  w e l l  w o r k -  

o v e r s , c o s t s  for r e p l a c e m e n t  or r e p a i r s  (other t h a n  r o u t i n e  m a i n t e n a n c e )  ,| 

d e p r e c i a t i o n  or a m o r t i z a t i o n ,  t a x e s , i n s u r a n c e , o v e r h e a d ,  m o n e y  p a i d  or 

se t a s i d e  (or b o o k e d  as b e i n g  p a i d  or set  asi de ) to c o v e r  the  c o s t  of 

t e r m i n a t i n g  the gas p r o d u c t i o n  o p e r a t i o n s  of  th e  l e a s e  o r  p r o p e r t y , or 

a n y  o t h e r  co s t  n o t  d i r e c t l y  r e l a t e d  to the  ga s p r o d u c t i o n  o p e r a t i o n s  of I 

th e  l e a s e  o r  p r o p e r t y .  I

(h) T h e  v a l u e  at t he p o i n t  of p r o d u c t i o n  o f  gas p r o d u c e d  f r o m  the 

l e a s e  or  p r o p e r t y  s h a l l  b e  d e t e r m i n e d  o n  the b a s i s  of the h i g h e s t  p r i c e  j 

p a i d  for gas of l i k e  q u a l i t y  a n d  p r e s s u r e  in th e s am e  field.

(i) T h e  d e p a r t m e n t  m a y  a g g r e g a t e  two or m o r e  l ea s e s  or p r o p e r t i e s  

(or p o r t i o n s  of t h e m ) , fo r p u r p o s e s  of d e t e r m i n i n g  e c o n o m i c  l i mi t 

f a c t o r s  u n d e r  this s e c t i o n  a n d  a p p l y i n g  t h e m  to sec. 11 o f  t his c h a p t e r , 

w h e n  e c o n o m i c a l l y  i n t e r d e p e n d e n t  o i l  or ga s p r o d u c t i o n  o p e r a t i o n s  ar e
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n o t  c o n f i n e d  to a s i n g l e  l e a s e  or  p r o p e r t y .  T h e  d e p a r t m e n t  m a y  a l s o  

s e g r e g a t e  a l e a s e  or p r o p e r t y  i n t o  two o r  m o r e  parts, f o r  p u r p o s e s  of 

d e t e r m i n i n g  e c o n o m i c  l i m i t  f a c t o r s  u n d e r  t his s e c t i o n  a n d  a p p l y i n g  t h e m  

u n d e r  sec. 11 o f  this chapter , w h e n  two o r  m o r e  e c o n o m i c a l l y  i n d e p e n d e n t

0 1 1  or gas  p r o d u c t i o n  o p e r a t i o n s  a r e  b e i n g  c o n d u c t e d  o n  it.

(j) A  d e t e r m i n a t i o n  of the m o n t h l y  p r o d u c t i o n  r a t e  at the e c o n o m i c  

l i m i t  f o r  a l e a s e  o r  p r o p e r t y  is r e t r o a c t i v e  to J a n u a r y  1 of the c u r r e n t  

year. F o r  p r o d u c t i o n  of  a l e a s e  or  p r o p e r t y  c o m m e n c i n g  a f t e r  J a n u a r y  1, 

th e d e t e r m i n a t i o n  of  th e m o n t h l y  p r o d u c t i o n  r a t e  at the e c o n o m i c  l i m i t  

f o r  th a t  l e a s e  o r  p r o p e r t y  m a d e  w i t h i n  s i x  m o n t h s  a f t e r  t h e  c o m m e n c e m e n t  

o f  p r o d u c t i o n  is r e t r o a c t i v e  to the  c o m m e n c e m e n t  of p r o d u c t i o n .

Sec. 4 3 . 5 5 . 0 1 6 .  G A S  P R O D U C T I O N  TAX. (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  g a s  a t a x  f o r  all g as 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  

in  the state, less a n y  gas  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  t a x  is e q u a l  to e i t h e r  the p e r c e n t a g e - o f - v a l u e  

a m o u n t  c a l c u l a t e d  u n d e r  (b) of this s e c t i o n  or the  c e n t s - p e r - M c f  a m o u n t  

c a l c u l a t e d  u n d e r  (c) of  this se ct io n, w h i c h e v e r  is gr eat e r ,  m u l t i p l i e d  

b y  the e c o n o m i c  l i m i t  f a c t o r  d e t e r m i n e d  f o r  gas p r o d u c t i o n  of t h e  l ea se 

or  p r o p e r t y  u n d e r  sec. 13 of  thi s c ha pt er.  If the a m o u n t s  c a l c u l a t e d  

u n d e r  (b) a n d  (c) o f  this s e c t i o n  a r e  equal, the a m o u n t  c a l c u l a t e d  u n d e r  

(b) o f  this  s e c t i o n  s h a l l  b e  t r e a t e d  as if it w e r e  the g r e a t e r  for 

p u r p o s e s  o f  t hi s  sectio n.

(b) T h e  p e r c e n t a g e - o f - v a l u e  a m o u n t  e q u a l s  10 p e r  c e n t  of  the  gro ss  

v a l u e  a t  the p o i n t  o f  p r o d u c t i o n  o f  the  t a x a b l e  gas p r o d u c e d  f r o m  the  

l e a s e  o r  p r o p e r t y .

(c) T h e  c e n t s - p e r - M c f  a m o u n t  e q u a l s  $ . 0 6 4  p e r  t h o u s a n d  c u b i c  f e e t  

o f  t a x a b l e  g a s  p r o d u c e d  f r o m  t he  l e a s e  or  p r o p e r t y  as a d j u s t e d  b y  sec.

12 of t h i s  c ha p t e r .

Sec. 4 3 . 5 5 . 0 1 7 .  R E L A T I O N  T O  O T H E R  TAX ES . (a) E x c e p t  as p r o v i d e d
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I
c h a p t e r  a r e  i n  p l a c e  o f  a l l taxes n o w  i m p o s e d  b y  the s t a t e  or a n y  o f  its i 

m u n i c i p a l i t i e s , a n d  n e i t h e r  the s t a t e  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 

t a x  u p o n  j

(1) p r o d u c i n g  o i l  or gas l e a s e s ; j

(2) oi l or gas p r o d u c e d  or e x t r a c t e d  in t h e  s t a t e ;

(3) 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  a n d  e x p l o r a t i o n  e x­

pe n s e s  .

■
(b) T h e  tax es  i m p o s e d  b y  this c h a p t e r  a r e  in p l a c e  of  a l l  t a x e s  

i m p o s e d  b y  a m u n i c i p a l i t y  u p o n  oil  or gas i n  p l a c e  or n o n p r o d u c i n g  oil  

or gas le as es or  p r o p e r t i e s ,

(c) T h e  taxes i m p o s e d  b y  this c h a p t e r  ar e n o t  in p l a c e  o f  the t a x

|
i m p o s e d  b y  ch. 57 of this t i t l e  or i n c o m e  taxes, f r a n c h i s e  t a x e s  or

taxes u p o n  the r e t a i l  sa l e  of o i l  or gas p r o d u c t s .

* S e c . 2. 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  on oil  o r  gas s h a l l  b e  p a i d  m o n t h l y ,  j 

T h e  t a x  is due on  the 2 0 t h  [LAST] d ay  of e a c h  c a l e n d a r  m o n t h  o n  o i l  or 

gas 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  d u r i n g  t he  

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  the e n 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 qu ent .

*  S e c . 3. 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  of 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  t he  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  or 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  to th e d e p a rtm en t;

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

(3) the g r o s s  a m o u n t  of oi l 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 ,  a n d  the p e r c e n t a g e  o f  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 a x  is p aid;

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

in this c h a p t e r  a n d  in ch. 58 of this title, the t a x e s  i m p o s e d  b y  this
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(4) th e t o t a l  v a l u e  o f  the o i l  or ga s p r o d u c e d  [ R E M O V E D  O R  

SOLD] f r o m  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  f or  w h o m  th e t ax  

is paid; a n d

* Sec. 6. 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  a n e w  p a r a g r a p h  to read:

(12) " w e l l  d a y s "  m e a n s  the n u m b e r  of days i n  w h i c h  a w e l l  is 

o p e r a t i n g  d u r i n g  a mo nt h .

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

pealed.

*  S e c . 8. T h i s  A c t  t a k e s  e f f e c t  J u l y  1, 19 7 7  a n d  a p p l i e s  to p r o d u c t i o n  

d u r i n g  th e m o n t h  o f  July, 1977, a n d  s u c c e e d i n g  m o n t h s .
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