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M a r c h  24, 1 9 7 5

T h e  H o n o r a b l e  K a t h r y n  P o l a n d  

C h a i r m a n
S e n a t e  R e s o u r c e s  C o m m i t t e e  

A l a s k a  S t a t e  L e g i s l a t u r e  

S t a t e  C a p i t o l  B u i l d i n g  
J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  S e n a t o r  P o l a n d :

S e n a t e  B i l l  N o .  2 7 6 ,  a n  A c t  r e l a t i n g  t o  t h e  o i l  a n d  g a s  
r e s e r v e s  a d  v a l o r e m  t a x  a n d  i t s  r e l a t i o n s h i p  t o  o t h e r  o i l  

a n d  g a s  t a x a t i o n  w a s  i n t r o d u c e d  o n  M a r c h  14, 1 9 7 5  a n d  r e f e r r e d  

t o  t h e  S e n a t e  R e s o u r c e s  a n d  F i n a n c e  C o m m i t t e e s .

F o r  t h e  c o n s i d e r a t i o n  o f  t h e  S e n a t e  R e s o u r c e s  C o m m i t t e e ,  I 

a m  e n c l o s i n g  a  c o p y  o f  a  m e m o r a n d u i n  d a t e d  M a r c h  18, 1 9 7 5  
f r o m  F r e d e r i c k  P. B o e t s c h ,  D e p u t y  C o m m i s s i o n e r  o f  t h e  D e p a r t ­

m e n t  o f  R e v e n u e  a d d r e s s e d  t o  S t e r l i n g  G a l l a g h e r ,  C o m m i s s i o n e r  

o f  R e v e n u e  a d v i s i n g  o f  p r o j e c t e d  i n c r e a s e s  i n  r e v e n u e s  f o r  
t h e  f i s c a l  y e a r s  1 9 7 6  a n d  1 9 7 7  a n d  s e t t i n g  f o r t h  c o s t s  o f  

a d m i n i s t r a t i o n .

I f  y o u ,  o r  a n y  m e m b e r s  o f  y o u r  C o m m i t t e e  h a v e  a n y  q u e s t i o n s  
o n  t h e  m a t e r i a l  s u b m i t t e d ,  k i n d l y  c o n t a c t  t h e  w r i t e r  b y  

t e l e p h o n e  a t  4 6 5 - 2 3 9 7  a n d  I w i l l  c o n t a c t  Mr. B o e t s c h  f o r  

f u r t h e r  m a t e r i a l  o r  t e s t i m o n y .

V e r y  t r u l y  y o u r s ,

R. D. S t e v e n s o n  

S p e c i a l  A s s i s t a n t

R D S :s p  
E n c l o s u r e

c c  T h e  H o n o r a b l e  B i l l  R a y  

" C h a i r m a n
.. S e n a t e  F i n a n c e  O o m m i t t e e

F r e d e r i c k  P. B o e t s c h  
D e p u t y  C o m m i s s i o n e r

D e p a r t m e n t  o f  R e v e n u e
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C o m m i ssioner

Department of R e v e n u e  DATE 1 M a r c h  18, 1975

s u b je c t :  S B  276 - T a x  on Reserve
Frederick P. Boetsch of Oil a n d  Gas
D e p u t y  C o m m i ssioner for Taxation 

Department of R e v e n u e

This Bill w o u l d  place a tax on the value of an interest in the p r o v e n  reserves 

of an oil or gas property. T h e  value w o u l d  b e  m e a s u r e d  b y  the present value 

of the future income to be received from the production of oil a n d  gas from 

a particular field. T h e  incidence of this tax w o u l d  fall on the holders of 

leases on or o w n e r s  of oil a n d  gas reserves in the state. T h e  largest incid­

ence , of c o u r s e , w o u l d  be on the holders of the leases in the P r u d h o e  B a y  

area.

T h e  bill w o u l d  call for the higher of the severance tax in the case of a 

producing field or this lax to be paid with a provision for credits to a c c u m u­

late to the extent that the tax is paid. T h e s e  credits w o u l d  then be taken as 

a credit against severance taxes at a later date.

T h e  p r imary administrative problem connected with this bill is that 

assumptions must b e  m a d e  about all of the variables related to determing 

value. In order to m a k e  reasonable a n d  defensible assumptions, w e  will 

n e e d  the expertise of established petroleum valuation engineers on a con­

tractual basis.

T h e  costs of administration for this bill are approximately $100,000 per year, 

the details of w h i c h  are b r o k e n  d o w n  in the attached Fiscal N o t e . This 

represents less than 1/2 mill per $1.00 of tax collected - probably the least 

cost of a n y  tax, a n y w h e r e .  Although w e  hope the legal services provided 

for will not b e  n e c e s s a r y , w e  certainly should b e  ready if a legal challenge 

o c c u r s .

T h e  projected revenues from this bill for F Y  76 a n d  77 are as follows:

Projected Inci’eases in R e v e n u e s  

($000 omitted)

F Y  76 F Y  77

230300.0 286600.0

FPB: g d
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TAX ON RESERVES 
ADMINISTRATIVE COSTS 

March 18, 1975

Contractual support of this administrative function is recommended:

1. Contract with a firm to provide petroleum engineer

services, 180 days @  $250 day $45,000

2. Production of reports, graphs, maps and charts 5,000

3. Travel, for firm to and from Alaska 5,000

4. Hearings, Transcripts and Testimony preparation 8,000

5. Contract with a firm to provide petroleum legal

services 30,000

Total Administrative Costs $93,000.
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