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O r i g i n a l  spons o r:  R u l e s  C o m m i t t e e  b y  r e q u e s t
o f  the G o v e r n o r

Of f e r e d :  5/ 7 / 77
F o r  T o d a y ' s  C a l e n d a r

IN T H E  S E N A T E BY  T H E  F I N A N C E  C O M M I T T E E

H O U S E  CS F O R  CS F O R  S E N A T E  B I L L  NO. 238

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

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  e n t i t l e d :  " A n  A c t  r e l a t i n g  to the  o il a n d  gas p r o p e r t i e s  pro-

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  OF 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 or a l l  oil 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  o i l  the o w n e r s h i p  o r  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  t he  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 - 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 se ct io n, w h i c h e v e r  is g rea te 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 oi l p r o d u c­

ti o n  of t h e  l e a s e  or p r o p e r t y  u n d e r  sec. 13 of t his c ha pter. 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) 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  for p u r p o s e s  of this  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  12.5  p e r  c e n t  of the 

g r o s s  value, a t  the p o i n t  of p r o d u c t i o n  of  t a x a b l e  oil p r o d u c e d  f r o m  the 

le as 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  $ . 9 3 7 5  p e r  b a r r e l  of t a x­

ab l e  o i l  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  s e c . 12 of 

this c h a p t e r ,

(d) W h e n  th e 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) o f  this 

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) of this  se ct i o n ,  a n d  p a y m e n t  b y  t h e  s t a t e  to the A l a s k a  N a t i v e  f un d

d u e 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 ."
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out  of the s t a t e ' s  r o y a l t i e s  o n  t hat o i l  is r e q u i r e d  u n d e r  the r e v e n u e  J 

s h a r i n g  p r o v i s i o n s  o f  sec. 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  j 
(P.L. 92-203, 85 Stat. 688, 43 U.S.C. 1601 et seq.), th a t  p a y m e n t  s h a l l  j 
be n o t  less t h a n  $.05 for e a c h  t a x a b l e  b a r r e l  of oil  p r o d u c e d  u n t i l  a l l  j 
a m o u n t s  p a i d  in the f u n d  e q u a l  $ 5 0 0 , 0 0 0 , 0 0 0 .

Sec. 4 3.5 5 . 0 1 2 .  A D J U S T M E N T S  IN T A X  R AT E S .  (a) T h e  a m o u n t s  set

o u t  in sec. 11(c) a n d  sec. 16(c) of this c h a p t e r  s h a l l  be  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  of 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  of  E c o n o m i c  A n a l y s i 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 C o m m e r c e . 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  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  f r o m  

t hat of the  F i r s t  Q u a r t e r  1977 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 . T h e  j 

d e p a r t m e n t  s h a l l  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 n d  j

s h a l l  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 h a n g e s . I

|
(b) 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 s e c . 11(c) of th i s  J

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

A P I  g ra v i t y .  F o r  e a c h  d e g r e e  of A P I  g r a v i t y  less t h a n  27 d e g r e e s  the  I

I
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 or  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  $ . 005  e x c e p t  th a t  oi l a b o v e  40 d e g r e e s  A P I  g r a v i t y  s h a l l  be 

t a x e d  as 40 d e g r e e  oil. In a p p l y i n g  the 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  o f  A P I  g r a v i t y  s h a l l  b e  d i s r e g a r d e d .

Sec. 4 3 .5 5.0 13 . E C O N O M I C  L I M I T  FACT OR . (a) T h e  e c o n o m i c  l i m i t  j

f a c t o r  fo r o i l  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  j
( 1 - [PEL/TP]) exp ([300 X  W D J / P E L )  1

w h e r e : 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;

T P  = 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 tax

is to b e  paid; j
I

W D  = the t o t a l  n u m b e r  o f  w e l l  d ays i n  the m o n t h  f o r  w h i c h  j
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th e ta x is to b e  paid; an d 

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

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

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  l i m i t  to th e p r o d u c t i o n  d u r i n g  t h e  m o n t h  fo r w h i c h  the ta x 

is to b e  paid. j

(c) T h e  m o n t h l y  p r o d u c t i o n  r a t e  a t  the e c o n o m i c  l i m i t  for  a lease 

or p r o p e r t y  is p r e s u m e d  to b e  300 b a r r e l s  t i m e s  the n u m b e r  o f  w e l l  days 

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

paid. T h e  t a x p a y e r  m a y  r e b u t  this p r e s u m p t i o n  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  b y  p r o v i d i n g  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  a t  th e e c o n o m i c  l i m i t  for the l e as e or  prope rt y.  

T h e  h e a r i n g  s h a l l  b e  h e l d  b e f o r e  F e b r u a r y  15 of the  y e a r  or w i t h i n  six  

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

i n t o  th 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  d e t e r m i n e d  u n d e r  (d) o f  j

this  s e c t i o n  a n d  s h a l l  b e  u s e d  for  p u r p o s e s  o f  this s e c t i o n  for all oil

p r o d u c t i o n  d u r i n g  t ha t  c a l e n d a r  y e a r  f r o m  the l e a s e  or p r o p e r t y .

(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  fo r oi 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 ea se  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  a 

p e r i o d  of  n o t  less t h a n  f o u r  c o n s e c u t i v e  m o n t h s .  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  o n l y  r o y a l t y ,  p r o d u c t i o n  s u p p l i e s ,  p u r c h a s e d  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  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 -  j 

t i o n  o p e r a t i o n s .  A d d i t i o n a l  d i r e c t  o p e r a t i n g  c o s t s  n o t  l i s t e d  in this j 

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

a d o p t e d  b y  th e d e p a r t m e n t .  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 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 , costs of
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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  (oth er  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, ins ur 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 set aside) to c o v e r  

the c o s t  of  t e r m i n a t i n g  the o il 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 

pr o p e r t y ,  o r  a n y  o t h e r  c ost n o t  d i r e c t l y  r e l a t e d  to the 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 pe rt y.

(e) F o r  the p u r p o s e  of c a l c u l a t i n g  the e c o n o m i c  limit, the 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  oil 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  

sh al l b e  d e t e r m i n e d  o n  the b a s i s  of  the a c q u i s i t i o n  c o s t  C.I.F. at W e s t  

C o a s t  r e f i n e r i e s  for i m p o r t e d  oil o f  li k e  q ua li ty , m i n u s  the r e a s o n a b l e  

cos t  o f  t r a n s p o r t a t i o n  b e t w e e n  the p o i n t  of p r o d u c t i o n  of  the oi l 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 o a s t  r e f i n e r i e s .

(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 ix  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  shall 

n o t i f y  the p r o d u c e r  o f  gas o f  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 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 ta te for that 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  li mi t for a l e a s e  or p r o­

p e r t y  sh al 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  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 that  h e a r 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  

li mi t fo 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  o f  th e t a x p a y e r  s h a l l  be  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) o f  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 o s t  d e t e r m i n e d  u n d e r  (g) of this 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  co s t  fo r ga s 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  shall b e  d e t e r m i n e d  b a s e d  o n  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 . T h e  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  o n l y  r o y a l t y , p r o d u c t i o n  su pplies, p u r c h a s e d  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  of e m p l o y e e s  w o r k i n g  o n  the
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p r o d u c t i o n  o p e r a t i o n s .  A d d i t i o n a l  d i r e c t  o p e r a t i n g  c os t s  n o t  l i s t e d  in 

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

a d o p t e d  b y  t h e  d e p a r t m e n t .  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 t u r e s ,  t a n g i b l e  o r  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 o s t s  fo r  r e p l a c e m e n t  o r  r e p a i r s  ( ot h e 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 ,  o v e r h e a d ,  

m o n i e s  p a i d  o r  set a s i d e  (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  

th e  c o s t  o f  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 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 the gas 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  o r  p r o p e r t y .

(h) F o r  the p u r p o s e  o f  c a l c u l a t i n g  the e c o n o m i c  limit, the 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  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  o f  the h i g h e s t  p r i c e  p a i d  f o r  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 the s a m e  f i e l d  or s o m e  o t h e r  f i e l d  w i t h i n  

10 0  m i l e s  in t h e  state.

(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 o r  m o r e  l e 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 ) , fo r  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  them, to sec. 11 or sec. 16 o f  t his c hap- 

ter, 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  oil o r  gas p r o d u c t i o n  o p e r a t i o n s

a r e  n o t  c o n f i n e d  to a single, l e a s e  o r  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  J

|
s e g r e g a t e  a l e a s e  or p r o p e r t y  into two or m o r e  parts, for p u r p o s e s  of j 

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 r  sec. 16 o f  t h i s  c h a p t e r,  w h e n  two or m o r e  e c o n o m i c a l l y  1
I

i n d e p e n d e n t  o i l  o r  g as  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 

(j) 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 the e c o n o m i c  I

I
l i m i t  fo 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 of 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  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,
i

th e  d e t e r m i n a t i o n  o f  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  j 

fo r  t h 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  si x m o n t h s  a f t e r  the c o m m e n c e m e n t

i
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of 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 .  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  the 

p r o d u c e r  o f  gas a t a x fo r al l  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 the state, l e s s  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  ta x a ti o n .  T h e  tax  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  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 section, w h i c h e v e r  is gr e 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  fo r ga s  p r o d u c t i o n  o f  the l e a s e  

o r  p r o p e r t y  u n d e r  sec* T.3 o f  this oiicipter Tf tiie nmoi-ints celculcited 

u n d e r  (b) a n d  (c) of this s e c t i o n  a r e  e q u a l , 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 hall 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  thi 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  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  of 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 p r o p e r t y .

(  O  'S 'P V io  r» o r -* i~ c> 1-1 - y  _TvT /-» F  ' i m o u n f  ^  11 o T r-< Cl r>Av« b ' h o n c  o r v l  /■* 111*\ i  /-» F  cs o  f"\ •— / ij.v_.-j~ ciuiv^ va.ju t u vc. v.| vu-cr a. o  y  . v/ w r  u c u v u o u u u  v.- i_/ j .. -t. •»_ v_- v.
of t a x a b le  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  as a d j u s t e d  b y  sec.

12 of this c h a pter.

Sec. 4 3 . 5 5 . 0 1 7 .  R E L A T I O N  T O  O T H E R  TAX E S .  (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 a x e s  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  o f  all t a x e s  n o w  i m p o s e d  b y  the s t a t e  o r  a n y  o f  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  t h e  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

(1) p r o d u c i n g  oil or gas leases;

(2) o i l  or gas p r o d u c e d  or e x t r a c t e d  in the state;

(3) t h e  v a l u e  o f  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

ses .

(b) T h e  t a x e s  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  o f  ail 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  oi l  or g a s  in p l a c e  or n o n p r o d u c i n g  oi l  
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(c) T h e  t ax es i m p o s e d  b y  this c h a p t e r  a r e  n o t  in p l a c e  of  the tax s

i m p o s e d  b y  ch. 57 of t his t i t l e  or i n c o m e  taxes, f r a n c h i s e  ta xe s or j
i

t a x e s  u p o n  the r e t a i l  s a l e  of  oi l or  gas p r o d u c t s .  j

*  Sec. 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  tax  o n  oil or gas s ha ll  be  p a i d  mo nt h l y .  

T h e  t a x  is d u e  o n  the 2 0 t h  [LAST] d a y  of  e a c h  c a l e n d a r  m o n t h  o n  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  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 tax  is n o t  p a i d  b e f o r e  the end  o f  the m o n t h  in
i

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. 3. A S  4 3 . 5 5 . 0 2 0 ( e )  is a m e n d e d  to read:

(e) G as  p r o d u c e d  in e x c e s s  of  th a t  n e e d e d  fo r s a f e t y  p u r p o s e s  

[AND U S E D ] , e x c e p t  gas u s e d  in the o p e r a t i o n  of  a l ea se  or  p r o p e r t y  in 

d r i l l i n g  fo r o r  p r o d u c i n g  oil  o r  gas, o r  for r e p r e s s u r i n g , is co n s i d e r e d ,  

fo r t h e  p u r p o s e  of thi s c h a p t e r  and  in the 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  b e y o n d  the 

a m o u n t  a u t h o r i z e d  f or s a f e t y  b y  the D e p a r t m e n t  of  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) 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 ha t  it

is s u b j e c t  to a p e n a l t y  e q u a l  to 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 of  this c h a p t e r  p e r  t h o u s a n d  c u b i c  feet 

o f  gas for the m o n t h  in w h i c h  the 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: j
i

(1) a d e s c r i p t i o n  o f  the l ea se  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  SOLD], b y  name, l e g a l  d e s c r i p t i o n ,  l e a s e  f
\

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  b y  th e 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) t he  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 EM O V E D  O R  SOLD] 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  j

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; !
I

o r  gas l e a s e s  o r  p r o p e r t i e s .  j
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*  Sec. 6. A S  4 3 . 5 5 . 0 3 0 ( a ) ( 4 )  is a m e n d e d  to read:

(4) the t o t a l  v a l u e  of the oil o r  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  for w h o m  th e  tax 

is paid; a n d

* Sec. 7. 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 read:

(12) "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 "  m e a n s

(A) for oil, 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  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 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  q u a l i t y  o n  the p r e m i s e s  o f  the lease 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 ev e r ,  if the oil 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  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 co v e r e d ,  o r  if the oil r e c o v e r e d  f r o m  a 

l ease 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 t h e  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 hat o i l  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 o i l  is 

f irst 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 )  in a 

c o n d i t i o n  o f  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  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  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  plant, 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 

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 s o l d  in 

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 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 gas 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, l ess a
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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

oi 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  j

(C) f o r  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  j

oil, the v a l u e  o f  t h e  ga s 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  j

|
m e t e r e d  o r  m e a s u r e d  or the v a l u e  of the gas at the p o i n t  of  sale, 

if any, o n  the 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 the h i g h e r  va lu e;  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 ,  th 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 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  the  p r o d u c e r  for  the gas if s o 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 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 li 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  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  f o r  p r o c e s s i n g  t he  gas at th e p l a n t  and 

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 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) "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  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  into 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 oi l is 

f i n a l l y  r e n d e r e d  in t o  o i l  of p i p e l i n e  qua li ty ;

(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

tion;

(15) " w e l l  d a y s "  m e a n s  th e n u m b e r  of  days 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 m o n t h .

*  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) a r e  r e ­

pealed.

* 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  the m o n t h  o f  J u l y  1 9 7 7  a n d  s u c c e e d i n g  m o n t h s .

reasonable allowance for processing the gas at the plant and for
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