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PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND &  STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

•

....
TOTAL OPERATING

CAPITAL 0

REVENUE 2402.8 2212.9 1927.5 1684.9 1 3 /3 .b

-oss  by AS 43.57 rep eal 745.2 
F U N D I N G  : (Thousands of Dollars)

68^.9 59b./ o2u. 9 4o2.fi

GENERAL FUND
FEDERAL FUNDS
OTHER
TOTAL

POSITIONS :

FULL-TIME
PART-TIME
TEMPORARY

Prudhoe Oil Pool and Kuparak Oil
Pool i n i t i a t in g  a p ro duction  d ec lin e  r a te  o f 15% s ta r t in g  Ju ly  1, 1987, 
Lisbourne Oil Pool on stream  Ju ly  1, 1987 a t  100,000 b /d ; and E n d ico tt Oil 
Pool on stream  Ju ly  1, 1986 a t 100,000 b /d .
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BY THE RULES COMMITTEE BY

1 IN THE HOUSE REQUEST OF THE GOVERNOR

2 HOUSE B ILL NO. 124

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FIFTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act e n t it le d : "An Act re la t in g  to  the o i l  and gas conservation ta x ;

7 and p ro v id in g  fo r  an e f fe c t iv e  d a te ."

8 BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

9 *  Section 1 . AS 4 3 .57 .010  is  amended to  read:

10 Sec. 4 3 .5 7 .0 1 0 . OIL AND GAS [REGULATION AND] CONSERVATION TAX.

11 (a) Every [THERE IS LEVIED UPON THE] producer o f o i l  and gas s h a ll

12 pay a ta x  o f fo u r m il ls  per [ONE-EIGHTH OF ONE CENT ON EACH] b a rre l of

13 o i l  and per 50,000 cubic fe e t o f n a tu ra l gas removed from or sold on

14 [FROM] each lease or p roperty  in  the s ta te , less any p a rt the owner-

15 ship or r ig h t to  which is  exempt from ta x a tio n .

16 (b) The ta x  is  in  a d d itio n  to and must [SHALL] be [ADMINISTERED

17 AND] paid in  the same manner as the taxes imposed by AS 4 3 .5 5 . Pro-

18 ducers o f o i l  and gas s h a ll [ARE REQUIRED TO] make rep orts  o f produc-

19 t io n  in  the same manner and under the same p e n a ltie s  as required by AS

20 4 3 .5 5 .

21 (c) Proceeds from the ta x  must [SHALL] be paid in to  the general

22 fund. The commissioner o f a d m in is tra tio n  s h a ll separa te ly account fo r

23 a l l  proceeds o f the ta x  deposited in  the general fund.

24 *  Sec. 2 . This Act takes e f fe c t  immediately in  accordance w ith  AS 0 1 .-

25 1 0 .0 7 0 (c ) .
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R E Q U E S T

STATE OF ALASKA 1967 LEGISLATIVE SESSION 
FISCAL NOTE

B ill V ersio n : HB 124
P ub lish  D a te : '

R evision  D a te : 2 /1 7 /8 7  
T i t l e : R e la tin g  to  the  Oil and Gas 

C onserva tion  Tax

Aoency A ffec ted : 
BRU:

HOUSE 3 /2 5 /8 7  

Revenue

Sponsor: R ules Committee 
R equesto r: Governor

Components:

EXPENDITURES/REVENUES: (Thousands o f D o lla rs)
1 1 FY 87 1 FY 88 1 FY 89 I FY 90 1 FY 91 I FY 92
I OPERATING I 1 1 1 1 1
I PERSONAL SERVICES I - 1 1 - 1 - 1 1
I TRAVEL I - 1 - I - 1 - 1 - i -
I CONTRACTUAL | - 1 - ! - 1 I - I
I SUPPLIES 1 - 1 - 1 - 1 - I - 1 -
I EQUIPMENT I - 1 1 - 1 i - 1
I LANDS & STRUCTURES 1 - 1 - 1 - 1 1 - 1
I GRANTS, CLAIMS ! - 1 - 1 - 1 1 - 1
I MISCELLANEOUS I _ i

i 1 - 1 1 - !
I TOTAL OPERATING | - 1 - 1 - 1 - 1 - 1 -

I "CAPITAL | — 1 1 1 1 1 ' -

I REVENUE" " | 408 1 156T 1 15GT 1 1391 1  1341' 1 1241

FUNDING: (Thousands of Dollars)
I GENERAL FUND I - 1 - 1 1 1 1
| FEDERAL FUNDS I - 1 - I - 1 ! - 1
I OTHER 1 - 1 - 1 - 1 - 1 - !
I TOTAL I - 1 - 1 - 1 1 - 1 -

POSITIONS:
I FULL-TIME 1 - 1 - 1 1 1 1
I PART-TIME I - 1 - 1 - 1 - 1 - ! -
| TEMPORARY I m 1 - 1 - 1 - 1 - 1 -

ANALYSIS: A ttach  a sep a ra te  page i f  necessary
This b i l l  would in c re a s e  the  co n serv a tio n  ta x  on o i l  p ro d u c tio n  from 1.2E m il ls  per 

b a rre l to  4 ,0  m il ls  p e r b a r r e l .  At the same tim e a c o n se rv a tio n  ta x  would be le v ie d  on 
n a tu ra l gas p ro d u c tio n  a t  th e  ra te  o f 4 .0  m il ls  f o r  every 50,000 cub ic  f e e t .  This proposed 
change would in c re a se  S ta te  revenues by a p p ro x im a te !/ & ..S  m ill io n  p e r y e a r . This a n a ly s is  
assumes an e f f e c t iv e  d a te  o f March 1, 1 9 8 a  't ^ A -

P repared  By: C harles  L. Logsdon '"- 'A * * * ;] Phone: 276-5364
------------------------------------ -------------------------------------------- ---------- ------------------1717/87-----------------------------------------------Di vi s i o n : Research/Revenue D ate:

Hugh MaloneApproved by Commissioner: _____
Agency: Departm ent o f Revenue

D is tr ib u t io n  (by Agency preparing  f i s c a l  n o te ) :  
L e g is la t iv e  F inance 
L e g is la t iv e  Sponsor 
R equestor
O ffice  o f  Management and Budget 
Impacted A gency(ies)
S enate  S e c re ta ry

page 1 of 1_
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BUDGET REOUEST UNIT (BRU)t 
! 0)1 and Cas Conservation Alaska Oil and Cas Conservation Commission

NAME/POSITION OF BRU MANAGERi
C. V, Chottarton, Commlnalnner/Chalrman

PIIONEi
( 9 0 7 )  279-1  M 3

NAME/POSITION OF AGENCY CONTACT:
Calyn Evans, Administrative Assistant

PHONE:

(907) 279-1'<33

LIST STATUTORY/RECULATORY BASIS FOR SERVICES PROVIDED (I.E., ALASKA STATUTE, ALASKA ADMINISTRATIVE CODE, OR FEDERAL RECISTER):

Statutory/Regulatory CitationA
AS 3T.05/20 AAC 25.

AS 31.05/20 AAC 25.

Component/Programs, Services 

Operations 

Data Processing

Statutory/Regulatory Citation Component/Programs, Services

DESCRIPTION OF THE BRU SERVICES AND RESPONSIBILITIES: ^1,! Alaska Oil and Cas Conservation Commission Is an independent quasi-judlcfal agency
established within the ExecuHve Branch by the Legislature to ensure that oil and gas drilling, production; reservoir depletion and metering opera­
tions comply with the Alaska Oil and Cos Conservation Act (AS 31.05). The Act prohibits the physical waste of crude oil and natural gas, protects 
correlative rights, and provides for obtaining the maximum ultimate recovery of oil and gas that Is prudently feasible. The Cormlsslon Is em­
powered to cite and levy fines for violations of the Act̂  regulation or order of the Commission, and seek Injunctive relief to prevent continuance o 
a violation. Severance and oil and gas regulation taxes are levied on production. Revenue accrues from royalty production on state leases. The 
prevention of waste enhances these Income sources and serves the public good by providing Increased funds to meet the public need.

Further, the BRU provides funding for the following activities (1) acting as the Alaska jurisdictional agency to determine well categories for 
meeting the maximum lawful pr.'ce of gas under the Natural Cas Policy Act of 1978, (2) discharging primary enforcement responsibilities for Class II 
injection wells under the Safe Drinking Water Act of 197A as amended and (3) Acting as Alaska Jurisdictional agency for the U.S. Dept, of Treasury 
In approving applications as meeting requirements certification as a qualified tertiary recovery project.

SICNATURE OF BRU MANAGER: DATE:

B1
B R U
C O V E R  P A G E

AGENCY

BRU

Department of Commerce and 
Economic Development

Oil and Cas Conservation

F Y  88
UUU248

(6/86)-bl



The regulatory workload of the agency is a function of: (1) the regulatory responsibilities assigned to the commission, and (?) the level 
of the drilling and production activity performed by the public which the agency regulates.

A major expansion of the regulatory workload Is already being experienced subsequent to the June 19, 1986 award by the U.S. Environmental 
Protection Agency of the primary enforcement responsibility for Class II tyre underground Injeeficn activity In Alaska. The added responslblll l y  

stems from Chapter 91 SLA 198't.
During the last half of FY '86 and unquestionably continuing through TY '07, a dramatic drop In drilling activity occurred as a r»sult of 

the crude price collapse. Well workover activity and increasing productlnn fron the Kuparuk, Lisburne and Endicott Pools have nore than offs-t 
the decline in the drilling workload.

The major challenge facing the agency Is the ability to maintain, In the face of loss of funds, a staff capable of ensuring industry 
compliance with regulatory and statutory law.

B2 B R U  ISSUES

Department of Commerce and 
AGENCY _______ Economic Development

______ Oil and Cas Conservation Page  L  of I

Revised Date:

FY 88
00024!)

(6/86)-b2



HOUSE STANDING RESOURCE COMMITTEE 
M a rc h  4 ,  1987  

8 :3 0  a .m .

M em bers P r e s e n t :

R e p r e s e n t a t iv e  Sam C o t te n ,  C o - c h a irm a n  
R e p r e s e n t a t iv e  M ik e  N a v a r r e  
R e p r e s e n t a t iv e  Lym an H o f fm a n  
R e p r e s e n t a t i v e  J o h n  Sund 
R e p r e s e n t a t iv e  D ic k  S h u l t z  
R e p r e s e n t a t iv e  H e n ry  S p r in g e r

M em bers A b s e n t :

R e p r e s e n t a t i v e  A d e lh e id  H e r rm a n n , C o - c h a i r p e r s o n  
R e p r e s e n t a t i v e  D rew  P e a rc e  
R e p r e s e n t a t iv e  C l i f f  D a v id s o n

COMMITTEE CALENDAR

HB 1 2 4 : "A n  A c t  r e l a t i n g  t o  t h e  o i l  and  g a s  c o n s e r v a t io n
t a x ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

WITNESS REGISTER

C .V . C h a t t e r t o n ,  C o m m is s io n e r  
O i l  a n d  Gas C o n s e r v a t io n  C o m m is s io n  
D e p a r tm e n t o f  Commerce and  E c o n o m ic  D e v e lo p m e n t 
3001  P o r c u p in e  D r .
A n c h o ra g e , A la s k a  9 9501
T e le p h o n e :  2 7 9 -1 4 3 3
P o s i t i o n  S ta te m e n t :  S u p p o r ts  HB 1 2 4 .

PREVIOUS ACTION

D a te Page A c t io n
0 2 /1 1 /8 7 (H ) 194 R ead th e  f i r s t  t im e  w i t h

r e f e r r a l ( s )
0 2 /1 1 /8 7 (H) 194 R e s o u rc e s ,  F in a n c e
0 2 /1 1 /8 7 (H) 194 G o v e r n o r 's  t r a n s m i t t a l

l e t t e r
0 2 /1 1 /8 7 (H) 194 F i s c a l  n o te  p u b l i s h e d

2 /1 1 / 8 7
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ACTION NARRATIVE

TAPE # 2 9 , S ID E  ONE 
N um ber 000

The H ou se  R e s o u rc e s  C o m m it te e  m e e t in g  i s  c a l l e d  t o  o r d e r  a t  
8 :3 0  a .m . b y  C h a irm a n  C o t t e n .  M em bers p r e s e n t  a r e  C o t t e n ,  
S p r in g e r ,  S u n d , H o f fm a n ,  a n d  N a v a r r e .

N um ber 008

C h a t C h a t t e r t o n ,  C h a irm a n  o f  t h e  O i l  a n d  Gas C o n s e r v a t io n  
C o m m is s io n , t e s t i f i e s  v i a  t e le c o n f e r e n c e  i n  s u p p o r t  o f  HB 
1 2 4 . M r .  C h a t t e r t o n  s u m m a r iz e s  t h e  l e g i s l a t i v e  h i s t o r y  o f  
A la s k a 's  o i l  a nd  g a s  c o n s e r v a t io n  t a x .  C h a p te r  40 o f  t h e  
S e s s io n  Law s o f  1 955  e s t a b l i s h e d  t h e  O i l  a nd  Gas 
C o n s e r v a t io n  C o m m is s io n  and . p r o v id e d  f o r  a t a x . o f  f i v e  
m i l l s ,  h a l f  a  c e n t ,  f o r  e a c h  b a r r e l  o f  o i l  a n d - f o r  e a c h  
u n i t  o f  5 0 ,0 0 0  c u b ic ” f e e t  o f  g a s  p ro d u c e d  a n d  s o ld  i n  t h e  
S t a t e .  T h e  A c t  a ls o  e s t a b l i s h e d  a s p e c ia l  f u n d  know n  as 
t h e  o i l  a n d  g a s  c o n s e r v a t i o n  fu n d .

N um ber 026

M r . C h a t t e r t o n ,  q u o t i n g  f r o m  C h a p te r  4 0 : A l l  m o n ie s  i n  t h e
o i l  a n d  g a s  c o n s e r v a t i o n  fu n d  a r e  a p p r o p r i a t e d  t o  th e  
A la s k a  O i l  a n d  Gas C o n s e r v a t io n  C o m m is s io n . No s u c h  m o n ie s  
s h a l l ' r e v e r t  t o  t h e 'g e n e r a l  fu n d  a t  t h e  e n d  o f  a n y  f i s c a l
p e r i o d  b u t  s h a l l  r e m a in  i n  t h e  o i l  and  g a s  c o n s e r v a t i o n
fu n d  t o  c o v e r  f u t u r e  o p e r a t i n g  e x p e n s e s .o f  t h e  C o m m is s io n . 
A l l  m o n ie s  h e r e b y  a p p r o p r i a t e d  s h a l l  be  e x p e n d e d  u n d e r  th e  
d i r e c t i o n  o f  t h e  C o m m is s io n  i n  a c c o rd a n c e  w i t h  s t a t u t e s  o f  
t h i s  T e r r i t o r y .

N um ber 035

M r . C h a t t e r t o n  s t a t e s  t h a t  a t  t h a t  t im e  t h e  C h a irm a n  o f  t h e  
C o m m is s io n  w as t h e  T e r r i t o r i a l  G o v e rn o r .  F o l lo w in g  
s t a t e h o o d ,  t h e  fu n d  a nd  t a x  s e c t i o n s  o f  C h a p te r  40 becam e
AS 3 1 .0 5 .1 3 0  a nd  AS 3 1 .0 5 . 1 4 0 .  The  o i l  a n d  g a s
c o n s e r v a t i o n  fu n d  w as o n e  o f  s e v e r a l  d e d ic a t e d  fu n d s  
g r a n d f a t h e r e d  i n  a s  an  e x c e p t io n  t o  t h e  s t a t e  C o n s t i t u t i o n .  
Some o f  t h e  s p e c ia l  f u n d s ,  s u c h  as  t h e  o i l  a n d  g a s  
c o n s e r v a t i o n  f u n d ,  w e re  m e m o r ia l iz e d  b y  C h a p te r  5 o f  t h e  
S e s s io n  Law s o f  1 9 6 8 , AS 3 7 .0 5 .1 5 5 .

The  o i l  a n d  g a s  c o n s e r v a t i o n  fu n d  a nd  t h e  f i v e  m i l l  t a x  
r a t e  re m a in e d  u n c h a n g e d  f r o m  1955 u n t i l  r e p e a le d  e f f e c t i v e  
J u l y  1 ,  1 97 0  b y  s e c t i o n  2 ,  C h a p te r  2 4 6 , S e s s io n  Laws o f  
A la s k a  1 9 7 0 . C h a p te r  32 o f  t h e  S e s s io n  Laws o f  A la s k a  f o r  
1971 r e p e a le d  AS 3 7 . 0 5 . 1 5 5 ( a ) ( 3 ) ,  w h ic h  was t h e  o i l  a n d  g a s
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c o n s e r v a t i o n  f u n d  a c c o u n t .  M r .  C h a t t e r t o n  s t a t e d  t h a t  t h e  
b a la n c e  i n  t h e  a c c o u n t  a t  t h a t  t im e  p r o b a b ly  r e v e r t e d  t o  
t h e  g e n e r a l  f u n d .

N um be r 060

M r . C h a t t e r t o n :  The  n e x t  s te p  i n  t h i s  h i s t o r y  i s  t h a t  
C h a p te r  5 o f  t h e  f i r s t  s p e c ia l  s e s s io n  o f  1973  e n a c te d  AS
4 3 .5 7 ,  k n ow n  a s  t h e  o i l  a n d  g a s  r e g u l a t i o n  a n d  c o n s e r v a t io n  
a c t  a n d  e f f e c t i v e  J a n u a r y *  1 ,1 .1 9 7 4 . ./ T h a t  A c t  l e v i e d  a t a x  
o f  o n e  .e ig h th ^ o f t f - a  c e n t ; -  1 . 2 5 - 'm i l l s , ' “ p e r  b a r r e l  o f  o i l  . 
p ro d u c e d  _ a n d .n o  t a x  u p o n .g a s  p ro d u c e d .  P ro c e e d s  w e n t i n t o  
t h e  g e n e r a l  f u n d  b e c a u s e  o f  t h e  C o n s t i t u t i o n a l  r e q u i r e m e n t .

N um ber 071

C h a t C h a t t e r t o n :  H ouse  B i l l  124 p ro p o s e s  t o  amend AS
4 3 .5 7 ,  t h e  o i l  a n d  g a s  r e g u l a t i o n  and  c o n s e r v a t i o n  t a x ,  t o  
p r o v id e  r e v e n u e  f o r  o f f s e t t i n g  t h e  fu n d s  a p p r o p r i a t e d  f o r  
t h e  o p e r a t i o n  o f  t h e  C o m m is s io n . Unam ended r e c e i p t s  f ro m  
t h e  o i l  a n d  g a s  r e g u l a t o r y  and  c o n s e r v a t io n  t a x  w o u ld  
a p p r o x im a te  $ 7 5 0 ,0 0 0  f o r  F Y ' 8 8 . . W ith  p a s s a g e  o f  KB 1 2 4 , 
t h e  re v e n u e s  w o u ld  a p p r o x im a te  tw o  and  a h a l f  m i l l i o n  
d o l l a r s .  A s i s  t h e  c a s e  i n  s e v e r a l  o f  t h e  o i l - p r o d u c i n g  
s t a t e s ,  we w o u ld  l i k e  f o r  t h e  t a x  p ro c e e d s  t o  go  t o  a 
d e d ic a t e d  fu n d  f o r  o i l  a nd  g a s  c o n s e r v a t io n  p u r p o s e s .  We 
a re  t o l d  t h a t  t h e  L e g i s l a t u r e  c a n n o t  r e s c in d  t h e i r  1970  
r e p e a le r  a c t i o n  t o  k e e p  a l i v e  t h e  g r a n d f a t h e r e d  d e d ic a t e d  
f u n d ;  a n d  C o n s t i t u t i o n a l  la w  c lo s e s  t h e  d o o r  on  e n a c t in g  a 
new d e d ic a t e d  f u n d .

8 :4 5  a .m . R e p r e s e n t a t iv e  S h u l t z  a r r i v e s .

N um ber 087

M r. C h a t t e r t o n :  We v ie w  t h e  i n t e n t  o f  t h e  am endm en ts  as
s e t  f o r t h  i n  HB 124 a s  one  o f  p r o v i d i n g  f u n d in g  t o  o f f s e t  
C o m m is s io n  a c t i v i t i e s .  S h o u ld  y o u r  C o m m it te e  s h a r e  t h i s  
v ie w ,  may we s u g g e s t  g r e a t e r  e m p h a s is  o f  t h i s  i n t e n t  b y  
e i t h e r  a c c o m p a n y in g  t h e  b i l l  w i t h  a l e t t e r  o f  l e g i s l a t i v e  
i n t e n t  a s  t o  w hy  t h e  fu n d s  a r e  b e in g  a s k e d  f o r ,  o r  maybe 
p r e p a r e  a c o m m it te e  s u b s t i t u t e  f o r  HB 1 2 4 .

N um ber 098

M r. C h a t t e r t o n :  I  w i l l  t r y  and  g iv e  y o u  a s u g g e s t io n .  I
am l o o k i n g  a t  HB 124 a n d  i n  p a r t i c u l a r  l i n e  21  o f  t h a t  b i l l  
w h ic h  s t a r t s  w i t h  ( c )  a n d  i t  r e a d s ,  p ro c e e d s  f r o m  th e  t a x  
m u s t be  p a id  i n t o  t h e ,  a n d  I  w o u ld  l i k e  t o  i n s e r t  new 
v e r b ia g e  t h e r e ,  o i l  a n d  g a s  c o n s e r v a t io n  a c c o u n t  w i t h i n  t h e  
g e n e r a l  f u n d .  T h e n  on  l i n e  20 th r o u g h  2 a n d  l i n e  2 3 , 
d e le t e  t h e  u n d e r l i n e d  v e r b ia g e .
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M r. C h a t t e r t o n  s u g g e s ts  t h a t  a  s e c t i o n  2 be  a d d e d  t o  th e  
b i l l  w h ic h  w o u ld  r e a d :  AS 3 7 .0 5 . 1 5 5 ( a )  i s  am ended  b y
a d d in g  a  s u b s e c t io n  (7 )  , O i l  a n d  Gas C o n s e r v a t io n  F u n d , and  
i n  AS 4 3 . 5 7 . 0 1 0 ( c ) ,  o n  l i n e  2 4 , p ro p o s e s  s e c t i o n  2 t o  be  
re n u m b e re d  a s  s e c t i o n  3 .

Num ber 131

C h a irm a n  C o t t e n : .  W h a ir^ ra p p e n s  i f _ t h e r e  i s  m o re  m oney  th a n  
— th e  C o m m is s io n - n e e d s ? - -  ----------- --------------- - -------

M r. C h a t t e r t o n :  T he  w ay I  l o o k  a t  i t  i s  i t ' s  f o c u s in g  on
th e  f a c t  t h a t  t h e  C o m m is s io n  i n  e f f e c t  i s  p a y in g  i t ' s  own 
way a nd  h o p e f u l l y  w i t h  ̂ th is _ n u m b e r  t h e r e  w i l l  b e  m o re  th a n  
th e  C o m m is s io n  n e e d s .  ^ I t ' s  _ a l l _ i n  th_e g e n e r a l  f u n d .  I t ' s  
g o t  t o  j u s t  r o l l  o v e r  and  t h e  L e g i s l a t u r e  o b v io u s l y  w i l l  
h a ve  t o  a p p r o p r i a t e  f o r  i t  a s  t h e y  do  r i g h t  now  f o r  o u r  
a c t i v i t y .  Y ou  c a n ' t  h o ld  i t  a n d  c a r r y  i t  o v e r  f r o m  y e a r  t o  
y e a r  l i k e  we u s e d  t o ,  I 'm  s u r e  o f  t h a t .

C h a irm a n  C o t t e n :  T h e r e 's  a s p e c ia l  fu n d  now i n  t h e  g e n e r a l
fu n d  f o r  t h e  r a i l b e l t  e n e rg y  a c c o u n t ,  a nd  i n  o r d e r  f o r  th e  
L e g i s l a t u r e  t o  u s e  t h a t  m oney i t  t a k e s  a s p e c ia l  
a p p r o p r i a t i o n  f r o m  t h a t  f u n d .  I  know  t h a t  t h e  G o v e rn o r  i s  
a b o u t t o  i n t r o d u c e  a b i l l  t h a t  w o u ld  do  s o m e th in g  l i k e  
t h a t ,  s o  my g u e s s  i s  t h a t  i t  w o u ld  h a ve  t o  b e  a s p e c ia l  
a p p r o p r i a t i o n  f r o m  t h e  a c c o u n t  t h a t  y o u ' r e  r e f e r r i n g  t o  
s h o u ld  t h e  L e g i s l a t u r e  w is h  t o  re m o ve  a n y  e x c e s s  fu n d s  f ro m  
t h a t  a c c o u n t .

Num ber 148

M r. C h a t t e r t o n :  T h a t  c o u ld  b e . As y o u  k n o w , M r . C h a irm a n ,
o u r  BRU i s ' a b o u t  o n e  and  a h a l f  m i l l i o n  d o l l a r s  f o r  F Y '8 8 .

Num ber 152

C h a irm a n  C o t t e n  s t a t e s  t h a t  i t  l o o k s  l i k e  t h e  b i l l  w o u ld  
r a i s e  a b o u t  tw o  a n d  a h a l f  m i l l i o n  d o l l a r s  a nd  t h a t  t h e  
C o m m is s io n  u s e s  a b o u t  one  a nd  a h a l f ,  so  t h e r e  w o u ld  be  an  
e x c e s s  m i l l i o n  d o l l a r s .  M r . C h a t t e r t o n  s t a t e s  t h a t  w hen 
th e y  f i r s t  s t a r t e d  p u s h in g  f o r  t h i s  t y p e  o f  l e g i s l a t i o n  i n  
1 983 , t h e i r  b u d g e t  w as a b o u t  tw o  a n d  a h a l f  m i l l i o n  
d o l l a r s . '  “  .....   -  — ..........

Num ber 161

C h a irm a n  C o t t e n :  So i n  a d d i t i o n  t o  y o u r  o t h e r  s u g g e s t io n ,
y o u ' r e  s u g g e s t in g  t h a t  p e rh a p s  t h e  O i l  a n d  Gas C o n s e r v a t io n  
C o m m is s io n  c o u ld  s ta n d  t o  be  b e e fe d  up  a l i t t l e  b i t .

Number 110
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M r. C h a t t e r t o n :  I  d o n ' t  t h i n k  we h a v e  t h a t  n e e d  a t  t h e
p r e s e n t  t im e ,  b u t  I  w o u ld  l i k e  t h e  f u n d in g  t h e r e  s h o u ld  t h e  
need  e v e r  a r i s e  a n d  t h e  L e g i s l a t u r e  c o n c u r s .

Num ber 168

C h a irm a n  C o t t e n :  W ha t s o r t  o f  c i r c u m s ta n c e s  do  y o u  f o r e s e e
t h a t  m ig h t  r e q u i r e  t h a t  n e e d  t o  a r i s e ?

M r^  C h a t t e r t o n ' : ^ l n c r e a s e d . r a c t r v i t y 7 ~ th e  d e v e lo p m e n t  o f  
some o f  t h e  n e w -< & ie ld s - ^ u c h - a s —S e a l - I s l a n d .

Number 172

C h a irm a n  C o t te n  n o te s  t h a t  R o yce  W e l le r  i s  h e r e  f r o m  t h e  
D e p a r tm e n t o f  R e v e n u e , i f  m em bers h a v e  q u e s t io n s  f o r  M r . 
W e l le r .

Number 178

C ha irm an  C o t t e n  s u g g e s ts  t h a t  HB 124 be  m oved t o  t h e  
F in a n c e  C o m m it te e .  R e p r e s e n t a t iv e  Sund a s k s  a b o u t  l o o k i n g  
a t  some o f  M r . C h a t t e r t o n 's  am endm en ts . C h a irm a n  C o t te n  
s t a t e s  t h a t  h e  t h i n k s  t h a t ' s  m o re  o f  a q u e s t io n  f o r  t h e  
F in a n c e  C o m m it te e  t h a n  f o r  t h e  R e s o u rc e s  C o m m it te e ;  t h a t  
th e  C h a irm a n  o f  t h e  C o m m is s io n 's  s u g g e s t io n  f o r  a s p e c ia l  
a c c o u n t i n  t h e  g e n e r a l  fu n d  i s  p r o b a b ly  m o re  a p p r o p r i a t e l y  
d e c id e d  i n  t h e  F in a n c e  C o m m it te e .

Number 195

R e p r e s e n t a t iv e  Sund  m oves t o  p a s s  HB 124 w i t h  i n d i v i d u a l  
re c o m m e n d a t io n s . T h e re  a r e  no  o b j e c t i o n s .  HB 124 p a s s e s .

Number 209

The H ouse  C o m m it te e  on  N a t u r a l  R e s o u rc e s  i s  a d jo u r n e d  a t  
8 :5 7  a .m . b y  C h a irm a n  C o t t e n .
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r E V ' E  C O W P E R
I qvcrncr

S t a t e  o f  A l a s k a
G FT| C E OF THE GOVERNOR 

J U N E A U

Februa ry 10, 1987

The H o n o ra b le  Ben G r u s s e n d o r f  
S p e a k e r o f  t h e  House 
A la s k a  S ta t e  L e g i s l a t u r e  
P .O . Box V 
J u n e a u , AK 99811

D ea r R e p r e s e n t a t iv e  G r u s s e n d o r f :

U n d e r th e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  1 8 , o f  th e  A la s k a  
C o n s t i t u t i o n ,  I  am t r a n s m i t t i n g  a b i l l  r e l a t i n g  t o  th e  o i l  
and  g a s  c o n s e r v a t io n  t a x .

The p r im a r y  p u rp o s e  o f  th e  b i l l  i s  t o  a d ju s t  th e  e x i s t i n g  
o i l  and  gas  c o n s e r v a t io n  t a x  i n  AS 4 3 .5 7 .0 1 0  t o  p r o v id e  
e nough  a d d i t i o n a l  r e v e n u e  t o  th e  s t a t e  t o  c o v e r  th e  am oun t 
o f  t h e  o p e r a t in g  c o s t s  o f  t h e  A la s k a  O i l  and Gas 
C o n s e r v a t io n  C o m m is s io n  ( " c o m m is s io n " ) . An o i l  and gas 
c o n s e r v a t io n  t a x  i s  in c lu d e d  i n  m o s t o f  th e  c o n s e r v a t io n  
A c ts  o f  t h e  30 o i l  and g a s  p r o d u c in g  s t a t e s .  The t a x  w o u ld  
be  i n  th e  am oun t o f  f o u r  m i l l s  p e r  b a r r e l  o f  c ru d e  o i l  and
5 0 .0 0 0  c u b ic  f e e t  o f  n a t u r a l  g a s . P ro c e e d s  fro m  th e  t a x  
w o u ld  be p la c e d  i n  t h e  g e n e r a l  f u n d .  The c o m m is s io n  ha s  
c a l c u la t e d  t h a t  a p p r o x im a te ly  $ 2 ,6 8 0 ,0 0 0  w o u ld  be c o l l e c t e d  
a n n u a l ly  i f  t h i s  b i l l  w e re  e n a c te d .

The c o n c e p t  o f  a t a x  r e l a t e d  t o  o i l  and gas  c o n s e r v a t io n  
a c t i v i t i e s  i s  n o t  new t o  th e  s t a t e .  S e c t io n  1 5 , c h .  4 0 , SLA 
1 9 5 5 , w h ic h  c r e a t e d  th e  c o m m is s io n , p r o v id e d  fu n d in g  b y  
l e v y in g  a t a x  on  th e  g r o s s  am oun t o f  o i l  and  ga s  p ro d u c e d . 
The t a x  r a t e  was th e n  f i v e  m i l l s  p e r  b a r r e l  o f  o i l  and p e r
5 0 .0 0 0  c u b ic  f e e t  o f  n a t u r a l  g a s .  A f t e r  s ta t e h o o d ,  s e c .  15 
became AS 3 1 .0 5 .1 3 0  and  3 1 .0 5 .1 4 0 .

The  o r i g i n a l  t a x  was r e p e a le d  e f f e c t i v e  J u l y  1 , 1 9 7 0 , b y  c h .  
2 4 7 , SLA 1 9 7 0 .

E f f e c t i v e  J u l y  1 , 1 9 7 4 , AS 4 3 .5 7 .0 1 0 ,  th e  O i l  and  Gas Regu­
l a t i o n  and C o n s e r v a t io n  T a x , was e n a c te d .  S e c . 1 , c h .  5 , 
FSSLA 1 9 7 3 . T h is  t a x  i s  s t i l l  i n  e f f e c t .  I t  a s s e s s e s  a t a x  
o f  1 .2 5  m i l l s  ( o n e - e ig h t h  o f  one c e n t )  p e r  b a r r e l  o f  o i l ,  a 
75 p e r c e n t  r e d u c t i o n  fro m  th e  am oun t o f  th e  c o n s e r v a t io n  t a x  
l e v i e d  up  t o  J u l y  1 , 1 9 7 0 . The am oun t o f  re v e n u e  g e n e ra te d
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b y  t b i r  ta:: is net e v e n  e q u a l t o  t h e  o p e r a t i n g  c o s t s  o f  t h e  
c o m m is s io n ,  and  may bo  p e r c e iv e e  b y  th e  o i l  and g a s  i n d u s t r y  
as l i t t l e  m o re  th a n  a " n u is a n c e  t a x . "  As d e s c r ib e d  e a r l i e r ,  
t h e  t a x  i n  AC 4 2 . F7 . 010 w o u ld  be  a d ju s t e d  t o  i n c lu d e  a ta x  
on p r o d u c t i o n  o f  n a t u r a l  crur., and  t o  in c r e a s e  th e  am oun t o f




