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I n t r o d u c e d :  3 / 1 1 / 7 7
R e f e r r e d :  R e s o u r c e s  a n d  F i n a n c e

IN T H E  S E N A T E

C J E >

B Y  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  G O V E R N O R

S E N A T E  B I L L  NO. 238

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  

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  an  A c t  e n t i t l e d :  "An A c t  r e l a t i n g  to the 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 an e f f e c t i v e  d a t e . "

BE 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  ALASK 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  

th e p r o d u c e r  of  oi l a t a x  for al 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  o r  

p r o p e r t y  in th e state, less a n y  oil 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  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) o f  th i s  s e c t i o n  or 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  thi s s ec tion, w h i c h e v e r  is 

gre a t 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  for the 

o i l  p r o d u c t i o n  o f  the  l e a s e  or  p r o p e r t y  u n d e r  sec. 13 o f  this chapt 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) of 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  t hi s  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  th e g r e a t e r  for p u r p o s e s  o f  t h i s  section.

(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 

g ro ss  v a l u e  at the p o i n t  o f  p r o d u c t i o n  o f  t a x a b l e  oi l 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 - b a r r e l  a m o u n t  e q u a l s  $.75 p e r  b a r r e l  of  t a x a b l e  

oil  p r o d u c e d  f r o m  th 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 ch ap t e r .

(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 

thi s s e c t i o n  is g r e a t e r  t h a n  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) o f  this  se ction, a n  a m o u n t  n o t  less th a n  $.05 f o r  eac h
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b a r r e l  o f  t a x a b l e  oil p r o d u c e d  s hall be p a i d  b y  the s t a t e  o ut  o f  its 

r o y a l t i e s  f r o m  t he  oil w h e n e v e r  p a y m e n t  b y  th e s tat e is r e q u i r e d  u n d e r  

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  s e c . 9 of  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 S t a t . 688, 43 U.S.C. 1601 et seq.) 

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 th e f u n d  e q u a l  

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

Sec. 43.55. 012 . A D J U S T M E N T S  IN T A X  R A T E S . (a) T h e  a m o u n t s  set

out in s e c . 11 (c) a n d  s e c . 16 (c) of this c h a p t e r  s ha ll b e  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  o f  c h a n g e  in the 

G r o s s  N a t i o n a l  P r o d u c t  D e f l a t o r  p u b l i s h e d  b y  B u r e a u  o f  E c o n o m i c  A n a l y s i s  

of  the U n i t e d  Stat es  D e p a r t m e n t  of C o m m e r c e . C h a n g e s  in t a x  r a t e s  j
w i l l  be c o m p u t e d  b a s e d  o n  c h a n g e s  in the G r o s s  N a t i o n a l  P r o d u c t  D e f l a t o r  i 

f r o m  that o f  the F ir st  Q u a r t e r  1977 Gr os s N a t i o n a l  P r o d u c t  D e f l a t o r .

The d e p a r t m e n t  shall p o s t  the c h a n g e s  in the t a x  r a t e s  p e r i o d i c a l l y

a nd  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  oil w i t h i n  th e s t ate  o f  th e |

c h a n g e s .

(b) The  c e n t s - p e r - b a r r e l  a m o u n t  set out in s e c . 11 (c) of this  

c h a p t e r  as a d j u s t e d  by  (a) of  this s e c t i o n  a p p l i e s  to o il of 27 

d e g r e e s  A P I  g r a v i t y . 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 t h a n  27 I

de 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 hal l be  r e d u c e d  b y  $.005 a n d  for 

e a c h  d e g r e e  o f  A P I  g r a v i t y  g r e a t e r  t ha 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  shall be  i n c r e a s e d  by  $.005 e x c e p t  th a t  oil a b o v e  40 

d e g r e e s  A P I  g r a v i t y  s ha ll be t a x e d  as 40 d e g r e e  o i l . In a p p l y i n g  th e 

g r a v i t y  a d 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  of  A P I  

g r a v i t y  s hall be d i s r e g a r d e d . !

Sec. 4 3 .55 .0 13 . E C O N O M I C  L I M I T  F A C T O R . (a) Th e e c o n o m i c  l i m i t

f a c t o r  for oi l p r o d u c t i o n  o f  a l eas e or p r o p e r t y  e q u a l s  one  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  l i m i t  to the

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  th e t a x  is to be p a i d .
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(b) 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  of  p r o d u c t i o n  for 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 h a l l  n o t i f y  t h e  t a x p a y e r  o f  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 e a c h  l e a s e  or  p r o p e r t y  w i t h i n  the s t a t e  fo r tha 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  for  a l e a s e  

or  p r o p e r t y  is p r e s u m e d  to b e  100 b a r r e l s  t i m e s  th e n u m b e r  o f  w e l l -  

da y s  for t h e  l e a s e  or p r o p e r t y  d u r i n g  D e c e m b e r  of  the p r e c e d i n g  year, 

u n l e s s  th e 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  AS  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  o f  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  for the l e a s e  o r  pr 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  fo r t h e  l e a s e  or  p r o p e r t y  b a s e d  u p o n  

th e 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  o f  t h e  t a x p a y e r  s ha ll  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  (d) of  thi s s e c t i o n  i n t o  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  (c) of  this 

s e c t i o n .

(c) 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  cos t fo r 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  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  on  a 

p e r i o d  o f  n o t  less  t h a n  fo u r  c o n s e c u t i v e  m o n t h s .  Th 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  supp li es , fuel, r o u t i n e  m a i n t e n a n 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  o n  t h e  p r o d u c t i o n  o p e r a t i o n s . T he  

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 t u r e s ,  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 s t s  of  w e l l  w o r k o v e r s , c ost s for 

r e p l a c e m e n t  o r  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 ,  taxes, i ns ur a n c e ,  o v e r h e a d ,  m o n e y  p a i d  o r  set a si de 

(or b o o k e d  as b e i n g  p a i d  o r  set aside ) to c o v e r  the  co s t  of  t e r m i n a t i n g  

t h e  o il  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 ,  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 t h e  oil  p r o d u c t i o n  o p e r a t i o n s  o f  the 

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

(d) T h e  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  o f  oil  p r o d u c e d  f r o m
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the l e as e or p r o p e r t y  shall be d e t e r m i n e d  on th e b a s i s  o f  the a c q u i s i­

ti o n  cost C.I.F. at W e s t  Co as t r e f i n e r i e s  for i m p o r t e d  oil of  l ike 

q u a l i t y , m i n u s  the r e a s o n a b l e  cost  of t r a n s p o r t a t i o n  b e t w e e n  th e p o i n t  

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

C oa st  r e f i n e r i e s .

(e) 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  si x m o n t h s  a f t e r  

c o m m e n c e m e n t  of  p r o d u c t i o n  for a l e a s e  or p r o p e r t y  t he  d e p a r t m e n t  

s ha ll  n o t i f y  the p r o d u c e r  of  gas 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 imi t for e a c h  l e a s e  o r  p r o p e r t y  w i t h i n  the s t a t e  for that 

y e a r . Th e m o n t h l y  p r o d u c t i o n  ra t e  at the e c o n o m i c  l i m i t  for a l e a s e  

or p r o p e r t y  shall be 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  mu s t  be 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  

the t a x p a y e r  at t hat h e a r i n g . 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  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 nd  

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  shall be c a l c u l a t e d  b y  d i v i d i n g  

the  v a l u e  d e t e r m i n e d  u n d e r  (g) of  this s e c t i o n  into  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 ost d e t e r m i n e d  u n d e r  (f) of this s e c t i o n .

(f) 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  for gas 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  or p r o p e r t y  s ha ll  be d e t e r m i n e d  b a s e d  o n  a 

p e r i o d  of n o t  less t h a n  four  c o n s e c u t i v e  m o n t h s . The  d i r e c t  o p e r a t i n g  

c os ts  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 n a n 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  o n  the p r o d u c t i o n  o p e r a t i o n s . The 

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 t u r e s , 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 ost s of w e l l  w o r k o v e r s , c os ts  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 su ran ce , ove r h e a d ,  m o n i e s  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 set aside) to c o v e r  the  co 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  o f  the l e a s e  or p r o p e r t y , or any  o t h e r

co s t  not  d i r e c t l y  r e l a t e d  to the  gas p r o d u c t i o n  o p e r a t i o n s  of  the
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l e a s e  o r  p r o p e r t y .  j

(g) T h e  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  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 hal l be  d e t e r m i n e d  o n  the b a s i s  of  th e h i g h e s t  

p r i c e  p a i d  f o r  gas o f  l i k e  q u a l i t y  a n d  p r e s s u r e  in the sa m e  f i e l d  or 

som e o t h e r  f i e l d  w i t h i n  100 m i l e s  in the  state.

(h) 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 o r  m o r e  le a s e s  or  p r o p e r t i e s  

(or p o r t i o n s  o f  t h e m ) , for p u r p o s e s  o f  d e t e r m i n i n g  e c o n o m i c  l im it  

f a c t o r s  u n d e r  th i s  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 of  this  chapter, 

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  oi l o r  gas p r o d u c t i o n  o p e r a t i o n s  are 

n o t  c o n f i n e d  to a s i n g l e  l e a s e  o f  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  o r  p r o p e r t y  in t o  t w o  or  m o r e  pa rt s, for p u r p o s e s  o f  

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  this 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  c hap te r,  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  o i l  or gas p r o d u c t i o n  o p e r a t i o n s  ar e b e i n g  c o n d u c t e d  o n

i t .

(i) A  d e t e r m i n a t i o n  o f  th e m o n t h l y  p r o d u c t i o n  r a t e  at th e e c o n o m i c  

l i m i t  f o r  a l e a s e  or 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 o f  the 

c u r r e n t  year. F o r  p r o d u c t i o n  o f  a l e a s e  o r  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, t h e  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  fo r th a t  l e a s e  or  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  

the  commencement, of  p r o d u c t i o n  is r e t r o a c t i v e  to t he  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 .  GAS 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  

t he  p r o d u c e r  o f  gas a t a x  f o r  all  gas 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 t h e  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 I 

e x e m p t  f r o m  t a x a t i o n .  The  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 th e 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 section, w h i c h e v e r  is greater, 

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  for gas p r o d u c t i o n
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of the l e a s e  or  p r o p e r t y  u n d e r  s e c . 13 of  this c h a p t e 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) of this s e c t i o n  ar e e q u a l , th 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  s hal l be  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  this s e c t i o 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 ent of the

gross v a l u e  at 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  or prop ert y.

(c) Th e c e n t s - p e r - M c f  a m o u n t  eq ua l s  $ .064 p e r  t h o u s a n d  cu bi c

feet of t a x a b l e  gas p r o d u c e d  f r o m  the l e ase  or p r o p e r t y  as a d j u s t e d  b y

s e c . 12 o f  t his c h a 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  TAXES. (a) E x c e p t  as p r o v i d e d  

in this c h a p t e r  a n d  in ch. 58 o f  this title, the t axes i m p o s e d  b y  this 

c h a p t e r  are in p l a c e  of all t a xe s n o w  i m p o s e d  b y  the s t a t e  o r  a n y  of  

its 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 ta te  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

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

(2) oil or gas p r o d u c e d  or e x t r a c t e d  in the s t a t e ; 1

(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 p e n s e s ,

(b) The  t axe s i m p o s e d  b y  this c h a p t e r  are in p l a c e  of  all ta xes

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 in p l a c e  or  n o n p r o d u c i n g  oil 

or  gas l eas e s  or p r o p e r t i e s .

(c) T h e  t axes i m p o s e d  b y  this c h a p t e r  are n o t  in p l a c e  of the 

t a x  i m p o s e d  b y  ch. 57 o f  t his t i t l e  or i n c o m e  t a x e s , f r a n c h i s e  t ax es  

or taxes u p o n  the r e t a i l  sal e o f  oil 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 r e a d :

(a) The g ro ss  p r o d u c t i o n  t a x  o n  oil or gas s hall be p a i d  m o n t h l y . 

The  t ax  is du e 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  on 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  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  the e n d  o f  the m o n t h
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* Sec. 3. A S  4 3 . 5 5 . 0 2 0 ( e )  is a m e n d e d  to read:

(e) Gas p r o d u c e d  a n d  used, e x c e p t  gas u s e d  in t he o p e r a t i o n  o f  a 

l e a s e  o r  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  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 ,  fo r t he  p u r p o s e  o f  thi s c h a p t e r  a n d  in 

t h e  a m o u n t  used, as gas p r o d u c e d  [ R E M O V E D  O R  SOLD] f r o m  a l e a s e  or 

p r o p e r t y . Ga 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  b y  th e 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) is 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  t h a t  it is s u b j e c t  to a t a x  e q u a l  to t w i c e  the t a x  

c o m p u t e d  u n d e r  sec. 16 o f  this c h a p t e r  as a d j u s t e d  b y  sec. 12 o f  this 

c h a p t e r  p e r  t h o u s a n d  c u b i c  fee t o f  gas for the m o n t h  in w h i c h  th e gas 

w a s  flared.

* Sec. 4. 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  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 

o i l  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  n am e,  legal 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  c o d e  n u m b e r s  a s s i g n e d  to the d e p a r t m e n t ;

* Sec. 5. 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  o f  oil or gas p r o d u c e d  [ RE 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 ,  a n d  the p e r c e n t a g e  o f  the gross 

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 whom, the t a x  is paid;

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

(4) th e t o t a l  v a l u e  o f  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  t he 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  the

t a x  is paid; a n d

* Sec. 7. 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 read:

(12) "gr oss  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 oil, 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 , 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  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

-7- SB 238

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



1

2

3

4
5

6

7

8

9

10

I 1

12

13

14

i 5

16

17

18

19

20

21

22

23

24
25

26

27

28

29

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  o f  t h 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  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  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  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 o i l  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  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  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 )  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 the v a l u e  of that 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 f irst 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 m i s s i o n e r )  in a c o n d i t i o n  o f  p i p e l i n e  q u a l i t 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  o i l , 

the v a l u e  o f  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 ; 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 gross 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 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 the gas if 

sol d in an a r m ' s  l e n g t h  t r a n s a c t i o n  o r , in the a b s e n c e  o f  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  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  th e  gas at the p l a n t  a n d  the v a l u e  o f  the r e s i d u e  

g a s , 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  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  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  th e  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) 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, the v a l u e  o f  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  or the v a l u e  o f  the gas at the p o i n t  of  s a l e , 

if a n y , o n  th 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  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; for gas r u n

t h r o u g h  a gas p r o c e s s i n g  plant, t h e  g ross v a l u e  at t h e  p o i n t  of
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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  by  the p r o d u c e r  for 

t h e  gas if s o l d  i n  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  

o f  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  the gas at th e 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 es s  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 h e  gas 

at the p l a n t  a n d  f o r  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 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  o r  p r o p e r t y  a n d  r e n d e r e d  int o  oil 

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  oil  is 

f i n a l l y  r e n d e r e d  in t o  oil  o r  p i p e l i n e  qua lity;

(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 e r c h a n t a b l e  c o n d i t i o n

(15) " w e l l  d a y s "  m e a n s  the  n u m b e r  o f  da y s  in 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 month.

* Sec. 8. 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,) are 

r e p e a l e d .

* Sec. 9. T h i s  A c t  t a k e s  e f f e c t  J u l y  1, 1977 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  J u l y  19 7 7  a n d  s u c c e e d i n g  m o n t h s .
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