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Original sponsor: Rules Committee by request
of the Governor

Offered: 5/23/77

IN T H E  S E N A T E  B Y  T H E  F R E E  C O N F E R E N C E  C O M M I T T E E

F R E E  C O N F E R E N C E  CS F O R  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  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

For a n  A c t  en t i t l e d :  " A n  A c t  r e l a t i n g  to o i l  a n d  gas t a x a tio n;  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 ."

BE IT E N A C T E D  BY  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 ASK 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 r e a d :

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  fo 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  o r  p r o p e r t y  

in th e s t a t e , l e s s  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  thi s s e c t i o n  o r  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 ection, w h i c h e v e r  is g r 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  f o r  the oi 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  s e c . 13 o f  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) o f  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 thi s s e c t i o n  s h a l 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  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  1 2 .25  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  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  $ 0 . 6 0  p e r  b a r r e l  o f  ta x a b l e  

o l d  c r u d 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 ,  a n d  $ 0 . 8 0  p e r  b a r r e l  

for  a ll  o t h e r  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 , b o t h  as 

a d j u s t e d  b y  s e c . 12 o f  t h i s  c h a p 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) 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
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(b) o f  this section, a n d  p a y m e n t  b y  the s t a t e  to the A l a s k a  N a t i v e  f u n d  

o u t  of  the s t a t e 1s r o y a l t i e s  o n  that  oil 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  o f  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 S t a t . 688, 43 U.S.C. 1601  et seq.), t h a t  p a y m e n t  s h al l 

be  n o t  less t h a n  $ „ 05 iroxr e a c h  t a x a b l e  b a r r e l  of o i l  p r o d u c e d  u n t i l  a l l  ! 

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  IN T A X  RA TE S. (a) B e f o r e  J a n u a r y  1 of 

e a c h  y e a r  the d e p a r t m e n t  s ha ll  r e v i e w  the p r i c e s  r e c e i v e d  for c r u d e  oil 

or g as  p r o d u c e d  in A l as k a ,  the v a l u e  of that  oil  o r  gas, a n d  the g e n e r a l  

l e v e l  o f  p r i c e s  in A l a s k a  a n d  the n at io n,  a n d  s u b m i t  a w r i t t e n  r e p o r t  of 

t his r e v i e w  to the g o v e r n o r  w i t h  the d e p a r t m e n t 's r e c o m m e n d a t i o n s  for 

c h a n g e s  in the a m o u n t s  set ou t in sec. 11(c) a n d  16(c) o f  this c h a p t e r .

T h e  g o v e r n o r  shall, w i t h i n  30 days o f  r e c e i v i n g  the d e p a r t m e n t 's r e p o r t , 

s u b m i t  the p r o p o s e d  c h a n g e s  to the a m o u n t s  in s e c . 11(c) a n d  16(c) of 

this c h a p t e r  to the l e g i s l a t u r e ,

(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 out  in s e c . 11(c) o f  thi s 

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

cents-per-barrel. 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  for 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  be 

i n c r e a s e d  b y  $. 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 h a l l  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  t he 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  sh al l b e  d i s r e g a r d e d .

Sec. 4 3.5 5 . 0 1 3 .  E C O N O M I C  L I M I T  FACTO R. (a) T h e  e c o n o m i c  l i m i t  

f a c t o r  for o l d  c r u d e  oi 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  one 

m i n u s  the r a t i o  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  to 

the p r o d u c t i o n  d u r i n g  the m o n t h  fo r w h i c h  the ta x is to be p a i d .

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

p r o p e r t y  o t h e r  t h a n  o l d  c r u d e  oi l e q u a l s : j
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( 1 - [ P E L / T P ] ) exp  ([460 X  W D ] / P E L )  

w h e r e :  P E L  = th e m o n t h l y  p r o d u c t i o n  r a t e  at t he  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 t ax

is to b e  paid;

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

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  expon en t.

(c) 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  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  t he  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  f o r  w h i c h  the  tax 

is to b e  paid.

(d) 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 th e e c o n o m i c  l i m i t  fo r a l e a s e  

o r  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  times the n u m b e r  o f  w e l l  days 

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

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  

AS  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  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  p r o p er ty . 

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  oi l p r o d u c t i o n  for a l e a s e  o r  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 the  e c o n o m i c  l i m i t  for th e 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  shall 

b e  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  (f) o f  this s e c t i o n  

in 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 os t  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  a n d  s h a l l  b e  u s e d  fo r 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 h a t  c a l e n d a r  y e a r  f r o m  th e l e a s e  o r  p r o p e r t y .

(e) 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 os t  for 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 e a s e  o r  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  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 pl ie s,  p u r c h a s e d  fuel, r o u t i n e

-3- FCCS HCS CSSB 238



1

3 ;

■1

5

6

7

8

9

10

11

12

13

14

15

1b

17

18

19

20

21

22

23

24

75

26

27

28

.29.

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  on  the p r o d u c­

ti o n  ope 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 thi s 

s e c t i o n  m a y  be 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  the 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 es ,  c o s t s  of 

w e l l  w o r k o v e r s ,  costs for r e p l a c e m e n t  or r e p a i r s  (o t he r  t ha 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 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 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  

th e  c o s t  o f  t e r m i n a t i n g  the 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 , 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  of the l e a s e  or p r o p e r t y .

(f) F o r  th e  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  l i m i t , t h e  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  oi 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  

s h a l l  be 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.l.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  oi l 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  

c ost 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  o f  p r o d u c t i o n  of the o i l  f r o m  

the l e a s e  o r  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 .

(g) 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  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  the p r o d u c e r  of 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 t h e  e c o­

n o m i c  l i m i t  for e a c h  l e a s e  or p r o p e r t y  w i t h i n  t h e  s t a t e  for tha t  y e a r . 

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  shall b e  d e t e r m i n e d  at a f or m a l  h e a r i n g  u n d e r  A S  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  by 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 th a t  h e a r i ng .  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  o r  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  the v a l u e  

d e t e r m i n e d  u n d e r  (i) 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  cos t  d e t e r m i n e d  u n d e r  (h) of this s e c tion.
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(h) 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  cost  for gas p r o d u c t i o n  

o p e r a t i o n s  o f  t he  l e a s e  o r  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  les s 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 up 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  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 .  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 st s n o t  l i s t e d  in 

this 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  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 os ts  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  o r  r e p a i r s  (o th 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  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  se t 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  of  th e l e a s e  or 

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

(i) 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 th 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  o r  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  th e b a s i s  o f  the  h i g h e s t  p r i c e  p a i d  fo r gas o f  

lik e  q u a l i t y  a n d  p r e s s u r e  in t he sa m e  field.

(j) 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  tw o or  m o r e  l ea s e s  o r  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 ) , f o 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 im it  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 or sec. 16 of  this c h a p­

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  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 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  als 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  two  or m o r e  par ts , for 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  s e c . 11 o r  s e c . 16 of  thi 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  

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  a re  b e i n g  c o n d u c t e d  o n  i t , 

or  w h e n  o l d  c r u d e  o i l  is p r o d u c e d  f r o m  t he  sa m e  l e a s e  o r  p r o p e r t y  as
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(k) A  d e t e r m i n a t i o n  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 im it  for 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  

y e a r . 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, 

the det e r m i n a t i o n  of the  m o n t h l y  produc'tron r a t e  at the e c o n o m x c  l i m i t  

for t ha 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  six m o n t h s  a f t e r  the 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  o f  p r o d u c t i o n .

S e c . 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  ga s a t a x  for all gas 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 the s t a t e , les s a n y  gas 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  tax at ion . 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  o r  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) o f  this s e c t i o n , w h i c h e v e r  is g r 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 im it  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  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 chapter. 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  are  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  shall 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  of th 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  cent 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  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 .

(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  feet  

of t a x a b l e  gas  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  s e c .

12 o f  this c h a p t e r .

Sec. 4 3 . 5 5 . 0 1 7 .  R E L A T I O N  TO O T H E R  T A X E S . (a) E x c e p t  as p r o v i d e d

in thi s c h a p t e r  a n d  in ch. 58 o f  this t i t l e , the t ax es  i m p o s e d  b y  this 

c h a p t e r  a r e  i n  p l a c e  o f  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  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  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

other oil.
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(1) p r o d u c i n g  o il  o r  ga s  leases;

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

(3) th 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  all 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  o i l  o r  gas in p l a c e  or n o n p r o d u c i n g  oi l  

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

(c) T h e  t a x e s  i m p o s e d  b y  thi s  c h a p t e r  a r e  n o t  in p l a c e  of the ta x  

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

ta x e s  u p o n  th e r e t a i l  s a l e  o f  o i l  or gas p r o d u c t s .

*  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  t a x  o n  o i l  or gas s h a l l be p a i d  mo n t h l y .  

T h e  ta x is d u e  o n  t h e  2.0th [LAST] d a y  of  e a c h  c a l e n d a r  m o n t h  o n  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  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 th e  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, th e  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) Gas  p r o d u c e d  in e x c e s s  of t h 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  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  in 

d r i l l i n g  f or o r  p r o d u c i n g  oi 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 ,

f o r  the p u r p o s e  o f  t h i s  c h a p t e r  a n d  in th 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  o r  p r o p e r t y .  Gas  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  fo r  s a f e t y  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) 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  th a 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 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  feet 

o f  gas f o r  t h e  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:

(1) a d e s c r i p t i o n  o f  t h e  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
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o r  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 eg al  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  b y  the d e p a r t m e n t ;

* S e c . 5. AS  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  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  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  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 ax  is paid;

* S e c . 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 ota 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 eas 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 ta x

is p a i d ; a n d

* S e c . 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 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) for o i l , the v a l u e  o f  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  

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  o n  the p r e m i s e s  o f  the l e as 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 il  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  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 re 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 ea se  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  m et 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 )  on  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  of p r o d u c t i o n  is 

the v a l u e  o f  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 

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  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  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

FC C S  H C S  C S S B  238



I

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

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 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  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 

ful 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 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 a n  a r m ' s  l e n g t h  

t r a n s a c t i o n ,  is t h e  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  t h e  p l a n t  a n d  the v a l u e  of 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  fo r 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  th e ga s 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 

oil  p r o d u c t i o n  o p e r a t i o n  is c on du 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  of  th e 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  o r  m e a s u r e d  o r  the  v a l u e  o f  the gas at the p o i n t  o f  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  val ue ; for gas r u n  t h r o u g h  a 

gas p r o c e s s i n g  pl an t ,  t h e  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  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  o f  a n  a rm'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  a t  the  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, 

les 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  the gas at the  p l a n t  a nd  

for t r a n s p o r t i n g  t h e  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  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 oil is 

f i n a l l y  r e n d e r e d  i n t o  o i l  o f  p i p e l i n e  q uality;

(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  the  n u m b e r  o f  days  in w h i c h  a w e l l  is
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o p e r a t i n g  d u r i n g  a mon th ;

(16) " o l d  c r u d e  o i l "  m e a n s  c r u d e  oi l p r o d u c t i o n  c l a s s i f i e d  

as " o l d  c r u d e  oil " in 10 C F R  C h a p t e r  II P a r t  2 1 2 - 7 2  o n  M a y  1, 1977, a n d 

w h i c h  is al s o  c l a s s i f i e d  as " o l d  c r u d e  o il "  o n  the d a t e  o f  p r o d u c t i o n .

*  S e c . 8 „ A S  43. 56. 210(6') is a m e n d e d  to read: \
I

(6) " t a x a b l e  p r o p e r t y "  m e a n s  r e a l  a n d  t a n g i b l e  p e r s o n a l  j

p r o p e r t y  u s e d  o r  c o m m i t t e d  b y  c o n t r a c t  or o t h e r  a g r e e m e n t  for u s e  w i t h i n  

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

t r a n s p o r t a t i o n  o f  gas  o r  u n r e f i n e d  oil ( e xce pt  f o r  p r o p e r t y  u s e d  s o l e l y  

for the r e t a i l  d i s t r i b u t i o n  or l i q u e f a c t i o n  o f  n a t u r a l  g a s ) , or in the

o p e r a t i o n  or m a i n t e n a n c e  of  f a c i l i t i e s  u s e d  in the e x p l o r a t i o n  f o r ,

p r o d u c t i o n  of, o r  p i p e l i n e  t r a n s p o r t a t i o n  o f  gas or u n r e f i n e d  o i l , i n­

cl u d i n g  m a c h i n e r y , a p p l i a n c e s , s u p p l i e s , e q u i p m e n t , d r i l l i n g  r i g s , w e l l s  

(w he t h e r  p r o d u c i n g  ox not)j g a t h e r i n g  l i n e s  a n d  t r a n s m i s s i o n  l i n e s , 

p u m p i n g  stati on s,  c o m p r e s s o r  stations, p o w e r  p l an ts , t o p p i n g  p l an ts , 

p r o c e s s i n g  u n i t s , r o a d s , t a n k  f a r m s , t a n k e r  t e r m i n a l s , docks a n d  o t h e r  

p o r t  f a c i l i t i e s , a i r  st ri ps  a n d  c o m m u n i c a t i o n  e q u i p m e n t  a n d  f a c i l i t i e s , 

m a i n t e n a n c e  e q u i p m e n t  a n d  f a c i l i t i e s , a n d  m a i n t e n a n c e  c amps a n d  o t h e r  

r e l a t e d  f a c i l i t i e s ; " t a x a b l e  p r o p e r t y "  d oe s  n o t  i n c l u d e  p e r m a n e n t  

r e s i d e n c e s , o f f i c e  b u i l d i n g s  r e q u i r i n g  s u b s t a n t i a l  l o c a l  g o v e r n m e n t  

s e r v i c e s , o r  oi l a n d  gas p i p e l i n e  s y s t e m s  o w n e d  a n d  o p e r a t e d  b y  a c e r t i­

fi c a t e d  p u b l i c  u t i l i t y  [AS U T I L I T I E S  AND] r e g u l a t e d  b y  the A l a s k a  P u b l i c  

U t i l i t i e s  C o m m i s s i o n ;

* Sec. 9. 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) ar e r e ­

pealed.

* S e c . 10. (a) If a c ou rt  of  c o m p e t e n t  j u r i s d i c t i o n  i n v a l i d a t e s  the 

d i f f e r e n t i a l  e c o n o m i c  l i m i t  f a c t o r  c o m p u t a t i o n  u n d e r  A S  4 3 . 5 5 . 013(a) a n d  ( b ) ,

the  e c o n o m i c  l i m i t  f a c t o r  c o n t a i n e d  in (b) of  that: s e c t i o n  s h a l l  be  u s e d  fo r 

c o m p u t a t i o n  of  the e c o n o m i c  l i m i t  for all o i l .
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(b) If a c o u r t  o f  c o m p e t e n t  j u r i s d i c t i o n  i n v a l i d a t e s  the d i f f e r e n t i a l  

c e n t s - p e r - b a r r e l  a m o u n t s  set o u t  in AS  4 3 . 5 5 . 0 1 1 ( c ) ,  t h e n  t he c e n t s - p e r -  

b a r r e l  a m o u n t  u n d e r  t h a t  s e c t i o n  s h a l l  b e  $ 0 . 8 0  p e r  b a r r e l  for  all c r u d e  oil.

* Sec. 11. T h i s  A c t  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  of  July, 1977 

a n d  s u c c e e d i n g  m o n t h s .

* Sec. 12. T h i s  A c t  t a k e s  e f f e c t  J u l y  1, 1977.
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