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9»£PARTM ENT OF KBS V E N U E
OFFICE OF THE COMMISSIONER

April 4, 1975

The Honorable Kathryn Poland 
Chairman
Senate Resources Committee 
Alaska State Legislature 
State Capitol 
Juneau, Alaska 99811

Dear Senator Poland:

re Senate Bill No. 295

an Act relating to the oil and gas properties production 
tax was introduced on March 21, 1975 and referred to the Senate Resources and 
Finance Committees.

For the consideration of the Senate Resources Committee, I am enclosing a 
copy of a memorandum from Frederick P. Boetsch, Deputy Commissioner of the 
Department of Revenue which will disclose the projected increases in revenues 
for the fiscal years 1976 through 1980 and will indicate no additional cost 

of administration.

If you or any of the members of the Senate Resources Committee have any 
questions on the material submitted, please telephone the writer at 
465-2397 and I will contact Mr. Boetsch for further material or testimony.

Very truly yours,

R. D. Stevenson 
Special Assistant

RDS-eh

Enclosures

c c : The Honorable Bill Ray
Chairman__________________
Senate Finance Committee

Frederick P. Boetsch 
Deputy Commissioner 
Department of Revenue



-.MEMORANDUM State of Alaska

to: 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

DATE: A p r i l  2 ,  1 9 7 5

FILE NO:

TELEPHONE NO:

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  'V1' 

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

s u b j e c t : P r o p o s e d  G a s  S e v e r a n c e  T a x  

Senate B i l l  295

A b i l l  h a s  b e e n  i n t r o d u c e d  w h i c h  w o u l d  i n c r e a s e  t h e  s e v e r a n c e  t a x  
o n  n a t u r a l  g a s  p r o d u c t i o n  f r o m  4% t o  10% o f  t h e  v a l u e  o r  5 £  p e r  
t h o u s a n d  c u b i c  f e e t  w h i c h  e v e r  i s  h i g h e r .  T h i s  w o u l d  p l a c e  t h e  
g a s  s e v e r a n c e  t a x  o n  t h e  same a l t e r n a t i v e  b a s i s  a s  o u r  o i l  p r o d u c ­
t i o n  t a x .  T h e  m a i n  i n c i d e n c e  o f  t h i s  t a x  w o u l d  f a l l  o n  o i l  c o m ­
p a n i e s  p r o d u c i n g  g a s  i n  t h e  C o o k  I n l e t  A r e a  a t  t h e  p r e s e n t  t i m e ,  
t h e  C o l l i e r  C a r b o n  C h e m i c a l  p l a n t ,  t h e  G a s  L i q u e f a c t i o n  F a c i l i t y  
a n d  i t s  c u s t o m e r s  i n  J a p a n ,  a n d  t h e  r e s i d e n t s  o f  t h e  C i t y  . o f  
A n c h o r a g e .  A t  t h e  p r e s e n t  t i m e  s i x t e e n  p e r c e n t  o f  t h e  g a s  p r o d u c e d  
i n  C o o k  I n l e t  e i t h e r  g o e s  t o  t h e  p e o p l e  o f  A n c h o r a g e ,  t h e  C h u g a c h  
E l e c t r i c  A s s o c i a t i o n ,  o r  t o  t h e  C i t y  o f  K e n a i .  I n  t h e  f u t u r e ,  • 
o f  c o u r s e ,  when g a s  i s  b e i n g  p r o d u c e d  f r o m  o t h e r  a r e a s  t h i s  p e r ­
c e n t a g e  w i l l  d e c l i n e  s i g n i f i c a n t l y  a n d  m o s t  o f  t h e  t a x  i n c i d e n c e  
w i l l  f a l l  o n  o u t - o f - s t a t e  c o n s u m e r s .

I t  i s  i n t e r e s t i n g  t o  n o t e  t h a t  5 C p e r  MCF e q u a t e s  i n  t e r m s  o f  
e q u i v a l e n t  BI'U o u t p u t  t o  t h e  p r e s e n t  c e n t s - p e r - b a r r e l  t a x  a t  t h e  
l o w e r  e n d  o f  t h e  s c a l e .

T h e  p r o j e c t e d  r e v e n u e s  on  t h i s  s o u r c e  f o r  FY 7 6  -  8 0  a r e  a s  f o l l o w s

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  
( $ 0 0 0  O m i t t e d )

FY 7 6  FY 77  FY  78 FY  7 9  FY 80

4 0 6 1 . 0  4 6 7 0 . 0  5 8 5 2 . 0  6 3 8 1 . 0  2 1 , 5 4 1 . 0

T h e r e  a r e  n o  a d d i t i o n a l  a d m i n i s t r a t i v e  c o s t s  i n  c o n n e c t i o n  w i t h  t h e  
a d m i n i s t r a t i o n  o f  t h i s  t a x .
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