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S T A T E  O F  A L A S K A  1987 L E G I S L A T I V E  S E S S I O N

‘ F I S C A L  N O T E

REQUEST

Bill/Resolution N o . : 7 7 ? - t f 7 - 0 0 7 4  
T i t l e : An A c t  r e T a t  i rig*- LO Liid frtT

ana bas conservation i«ja

Sponsor: rtuies -
R equesto r! boverndf

D ate of R equest!

B i l l  version: HB 124Publish Date: HOUSE 2/11/ FISCAL DETAIL______________________________ (
Agency Affected: O i l  & Gas C o n s e rv a t io n  Com.
B R U : ____________________________________________

Components :

E X P E N D I T U R E S / R E V E N U E S  : (T ho u sa n ds  o f  Dol lars)
OPERATING FY 37 FY 38 FY 89 FY 90 FY 91 FY 92

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING u "

CAPITAL 0

REVENUE 2402 .8 2 212 .9 1927.5 1 684 .y 1 j / 3 . 0

Loss  by AS 43 .57  re p e a l  745 .2  
FUNDING : (Thousands o f  Dollars)

68b . 9 o 'd o .J o c J .9 4 6 2 .8

GENERAL FUND
FEDERAL FUNDS
OThZR
TOTAL

POSITIONS :

FULL-TIME
PART-TIME
TEMPORARY

S ^ S e n , b “ h 't o P? ? S f f t ifon̂ e ^ r d ,  P rudhoe O i l  Poo l and K uparak  O i l  
Poo l i n i t i a t i n g  a p r o d u c t io n  d e c l i n e  r a t e  o f  15% s t a r t i n g  J u l y _ l ,  1987; 
L is b o u rn e  O i l  Pool on s t re a m  J u ly  1, 1987 a t  100,000 b / d ;  ana e n d i c o t t  O i l  
Poo l on s tream  J u l y  1, 1986 a t  100,000 o/d<

n m :  Chat C h a t t e r t o n ....................................................................... ............
Division :    — D at e : ________________________

Approved by Commissioner:  p 3 l e . n / i H  / j j

A g e n c y : ___________________________________________________  ______________

Distribution (by Agency preparing fiscal note) :
Legislative Finance 
Legislative Sponsor 
Requestor
Office of  Management and Budget
Impacted Agency(ies) p ag e  o f    9/16/86



\ STATE OF ALASKA 1967 LEGISLATIVE SESSION
FISCAL NOTE

Bill Version: HB 124

REQUEST_________ ___________________________ Publish Date: HOUSE 3/25/87

Revision Date: 2/17/87 ________  Agency Affected:____ Revenue_______
Title: Relating to the Oil and Gas BRU:__________________________________
Conservation Tax _____________________________________

Sponsor: Rules Committee Components:
ReouestoT*! Governor

EXPENDITURES/REVENUES: (Thousands of Dollars)

1 ....  1 FY 8 7 1 FY 88 1 FY 89 I FY 90 r m \ l FY 92
1 OPERATING I 1 1 1 !
1 PERSONAL SERVICES 1 - 1 1 - i i i -
1 TRAVEL 1 - 1 1 - ! - i - i -
I CONTRACTUAL 1 - i 1 - i i - I -

I SUPPLIES 1 - 1 - 1 - 1 - i i -
I EQUIPMENT I - 1 1 - 1 i - i -

I LANDS I  STRUCTURES 1 - 1 1 - 1 i i -
I GRANTS, CLAIMS 1 - 1 1 - ! i - i -
I MISCELLANEOUS I - i

i I - 1 ! i -

I TOTAL OPERATING 1 — 1 - 1 — 1 1 - I -

I CAPITAL i — 1 1 •a T  - 1 l

I REVENUE 1"308 1 F T 5 1 1 15 01 1 1391 1 1341 l 1241

FUNDING: (Thousands of Dollars)
I GENERAL FUND 1 1 1 - 1 1 l -
I FEDERAL FUNDS 1 - ! 1 1 - i - i -
1 OTHER 1 - 1 - 1 •» 1 1 i «■
I TOTAL 1 - 1 - 1 - 1 - 1 - I -

POSITIONS:
I FULL-TIME I - 1 - 1 - 1 “  - F  - I -
I PART-TIME 1 - 1 - 1 - 1 - ; - i -
I TEMPORARY 1 - 1 - 1 m 1 i - i -

ANALYSIS: Attach a separate page 1f necessary
This bill would Increase the conservation tax on oil production from 1.25 mills per 

barrel to 4.0 mills per barrel. At the same time a conservation tax would be levied on 
natural gas production at the rate of 4.0 mills for every 50,000 cubic feet. This proposed 
change would increase State revenues by apgroxima,teltf $ l . . 5  million per year. This analysis
assumes an effective date of K.rch 1, 198, _

Prepared By: Charles L. Logsdon ^ ^ ^ 7  J * "  Phone: 276-5364
Division: Research/Revenue ^ Date: 2/1 '//87

Approved by Coirani ̂ sloner: Hugh Hal one a t e : ________________
Agency: Department of Revenue — "  / / ___________

Distribution (by Agency preparing fiscal note):
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget
Impacted Agency(ies) page 1__of__1_

Senate Secretary
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OIJOGET REQUEST UHIT (DRU) i
OH and Gas C o n s e r v a t i o n Alaska Oil and Gas Conservation Commission

name/ p o s i t i o n  op  nnu manageri
r .  V. C h a t t a r t o n ,  Cnmmlan lnner /Cha lrman

HAME/POSITI0H o r  AGENCY CONTACTt
Ga lyn  Evans ,  A d m i n i s t r a t i v e  A s s i s t a n t

PIIOIIE i
(007)  279-1f |33

PHONCt
(907)  279-1A33

LIST SIATUTORY/REGULATORY OASIS TOR SERVICES PROVIDED ( I . E . ,  AIA5KA STATUTE, ALASKA AUIIIHI5TRATIVE CODE, OR FEDERAL REGISTER)!

S t a t u t o r v / R o g u l a t o r y  C i t a t i o n  
«

AS 3 1 . 0 5 / 2 0  AAC 25 .

AS 3 1 . 0 5 / 2 0  AAC 25 .

Componen t /P rog rams ,  S e r v i c e s  

O p e r a t i o n s  

Da t a  P r o c e s s i n g

S t a t u t o r y / R e g u l a t o r y  C i t a t i o n  : Componen t /P rog rams ,  S e r v i c e s

DESCRIPTION OF THE RRU SERVICES AMO RESPONSIBILITIES: H ' e 'Alar . ka  O i l  and (las C o n s e r v a t i o n  Commission I s  an i n d ep en de n t  q u a s i - j u d i c i a l  agency
e s t a b l i s h e d  w i t h i n  t h e  E x ec u t i v e  Oranrh by t h e  L e g i s l a t u r e  t o  e n s u r e  t h a t  o l I  and ga s  d r i l l i n g ,  p r o d u c t i o n ,  F e s e r v o l r  d e p l e t i o n  and m e t e r i n g  o p e r a ­
t i o n s  comply w i t h  t h e  A la ska  Oi l  and  Gas C o n s e r v a t i o n  Act  (AS 3 1 . 0 5 ) .  The Act  p r o h i b i t s  t h e  p h y s i c a l  w a s t e  o f  c ru d e  o i l  and n a t u r a l  g a s ,  p r o t e c t s  
c o r r e l a t i v e  r i g h t s ,  and p r o v i d e s  f o r  o b t a i n i n g  t h e  maximum u l t i m a t e  r e c o v e r y  of  o i l  and g a s  t h a t  I s  p r u d e n t l y  f e a s i b l e .  The Commiss ion I s  em­
powered t o  c i t e  and l e vy  f i n e s  f o r  v i o l a t i o n s  of  t h e  A c t ,  r e g u l a t i o n  o r  o r d e r  of  t h e  Commiss ion,  and s e e k  I n j u n c t i v e  r e l i e f  t o  p r e v e n t  c o n t i n u a n c e  r><1 
a v i o l a t i o n .  S ev e r a nc e  and o i l  and gas  r e g u l a t i o n  t a x e s  a r e  l e v i e d  on p r o d u c t i o n .  Revenue a c c r u e s  from r o y a l t y  p r o d u c t i o n  on s t a t e  l e a s e s .  The 
p r e v e n t i o n  o f  w as t e  en han ces  t h e s e  Income s o u r c e s  and s e r v e s  t h e  p u b l i c  good by p r o v i d i n g  I n c r e a s e d  f u nd s  t o  mee t  t h e  p u b l i c  need .

f u r t h e r ,  t he  ORU p r o v i d e s  f u n d l n q  f o r  t h e  f o l l o w i n g  a c t i v i t i e s  ( 1 )  a c t i n g  as t h e  A la s ka  J u r i s d i c t i o n a l  agency  t o  d e t e r m i n e  w e l l  c a t e g o r i e s  f o r  
m ee t i n g  t h e  maximum l awfu l  p r i c e  o f  ga s  un de r  t h e  N a tu r a l  Cas P o l i c y  Act  of  1970,  (2 )  d i s c h a r g i n g  p r i m a r y  en f o r ce m en t  r e s p o n s i b i l i t i e s  f o r  C l a s s  II 
I n j e c t i o n  w e l l s  un d e r  t h e  Sa f e  D r i n k i n g  Water  Ac t  o f  197A a s  amended and (3 )  A c t i n g  as A la s ka  J u r i s d i c t i o n a l  ag»ncy f o r  t h e  U.S.  D<»pt. o f  T re a s u r y  
In a p p ro v i n g  a p p l i c a t i o n s  a s  m » e t l n g  r e q u l r r n « n t s  f p r  c e r t  I f i x a t i o n  a s  a q u a l i f i e d  t e r t i a r y  r t c o v e r y  p r o j e c t .
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C O V F .R  PA G E
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D epa r tmen t  o f  Commerce and 
Economic Development

Oi l  and Gas C o n s e r v a t i o n

FY 88
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The r e g u l a t o r y  work load  o f  t h e  agency  l a  a f u n c t i o n  o f :  ( 1 )  t h e  r e g u l a t o r y  r e s p o n s i b i l i t i e s  a s s i g n e d  t o  t h e  comml 5 . I o n .  and (2 )  t h e  l e v e l  
o f  t h e  d r i l l i n g  end p r o d u c t i o n  a c t i v i t y  pe r f o rm ed  by t h e  p u b l i c  which  t h e  agency  r e g u l a t e s ,

A m a j o r  e x p a n s i o n  o f  t h e  r e g u l a t o r y  w ork loa d  I s  a l r e a d y  b e i n g  e x p e r i e n c e d  s u b s e q u e n t  t o  t he  Ju ne  19,  19RG award by -.he U .S .  En v i r onm en t a l  
P r o t e c t i o n  Agency o f  t h e  p r i m a ry  en fo r ce m en t  r e s p o n s i b i l i t y  f o r  C l a s s  II  t y p e  un de rg ro un d  I n j e c t i o n  a c t i v i t y  In A la sk a .  The added  r e s p o n s i b i l i t y  
s t ems  f rom C h a p t e r  91 SI.A 198'*.

Dur ing  t h e  l a s t  h a l f  of  TY 'BG and u n q u e s t i o n a b l y  c o n t i n u i n g  t h r o u g h  TY ' 0 7 ,  a d r a m a t i c  d rop  In d r  1111nq a c t i v i t y  o c c u r r e d  a s  a r e s u l t  o f  
t h e  c r u d e  p r i c e  c o l l a p s e .  Well workover  a c t i v i t y  and I n c r e a s i n g  p r o d u c t i o n  f rom th e  Kuparuk,  l l s b u r n e  and E n d l c o t t  P o o l s  have  more t h a n - o f f s e t  
t h e  d e c l i n e  In t h e  d r i l l i n g  w o rk lo a d .

The ma jo r  c h a l l e n g e  f a c i n g  t h e  agency I s  t h e  a b i l i t y  t o  m a i n t a i n ,  In  t h e  f ac e  o f  l o s s  o f  f u n d s ,  a s t a f f  c a p a b l e  o f  e n s u r i n g  I n d u s t r y  
c o m p l i a n c e  w i t h  r e g u l a t o r y  and s t a t u t o r y  l aw.

B 2  n R U  IS S U E S

Depa r tm en t  o f  C oene rce  and 

AGENCY ___________ Economic Development

nRU Oi l  and Gas C o n s e r v a t i o n P.1RC  L  o f

Revised Dale:

FY 88

001)249
(6/RG)-b2
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S t a t e  o f  A l a s k a

C f f l C S  3 p j C v r p N Q Q

•J C .V E  A  »:

February 10, 1987

The H o n o r a b l e  Ben G r u s s e n d o r f  
S p e a k e r  of the House 
A l a s k a  State L e g i s l a t u r e  
P.O. Box v  
Juneau, A K  99911

Dear R e p r e s e n t a t i v e  G r u s s e n d o r f :

U n d e r  the a u t h o r i t y  of art. Ill, sec. 19, o f  the A l a s k a
C o n stituti on, I am transm i t t i n g  a bill r e l a t i n g  to the oil 
a nd gas c o n s e r v a t i o n  tax.

The p r i m a r y  p u r p o s e  of the bill is to adjust the e x i s t i n g  
oil and gas c o n s e r v a t i o n  tax in AS 43 .57.010 to provice 
e n o u g h  a d d i t i o n a l  reven ue to the state to c o v e r  the a m o u n t  
of the o p e r a t i n g  costs of the A l a s k a  O il and Gas 
C o n s e r v a t i o n  C o m m i s s i o n  ("commission"). An oil and gas 
c o n s e r v a t i o n  tax is included in m o s t  of the c o n s e r v a t i o n  
A c t s  of the 30 oil and gas p r o d u c i n g  states. The tax w o u l d  
be in the a m ount of four m il ls per b a r r e l  of c r u d e  oil and
50.000 cubic feet of n a t u r a l  gas. P r o ceeds from the tax 
w o u l d  be p l a c e d  in the general fund. T h e  c o m m i s s i o n  has
c a l c u l a t e d  that a p p r o x i m a t e l y  32,68 0,000 w o u l d  be c o l l e c t e d  
a n n u a l l y  if this bill w e r e  enacted.

T he c o n c e p t  of a tax r e lated to oil and gas c o n s e r v a t i o n  
a ctivi t i e s  is not n e w  to the state. S e c t i o n  15, ch. 40, SLA 
1955, w h i c h  c r e a t e d  the commission, p r o v i d e d  funding by 
levying a tax on the gross a m o u n t  of oil and gas produced. 
T h e  tax rate was then five m i l l s  per b a r r e l  o f  oil and per
50.000 cubic  feet of natural gas. A fter statehood, sec. 15 
b e c a m e  AS 31.05.130 and 31.05.140.

The o r i g i n a l  tax was repeal ed e f f e c t i v e  J u l y  1, 1970, by ch. 
247, SLA 1970.

E f f e ctive  July 1, 1974, AS 43.57.010, the Oil and Gas R e g u­
lation and C o n s e r v a t i o n  Tax, was enacted. Sec. 1, ch. 5,
F S S L A  1973. This tax is still in effect. It assesses a tax
of 1.25 mills (one-eighth of one cent) p e r  b arre l of oil, a 
75 p e r cent r e d u c t i o n  from the a mount of the c o n s e r v a t i o n  tax 
levied up to July 1, 1970. The a mount  of r e venue  g e n e r a t e d
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Hon. Ber. G r u s s e n d o r f Pace 2

by thir ta:: is ne t e v e n  equal to the o p e r a t i n g  cor.tr: of the 
c ommis s i o n ,  and m a y  bo perceive s by the oil and gas i n d u s t r y  
as l ittle m o r e  than a "nuisa nce tax." As d e s c r i b e d  earlier, 
the t a x  in AC 42.5-.riC w o u l d  be ad j u s t e 1’ to include  a tax 
or. p r o d u c t i o n  of natural car , and to increase the a m o u n t  of 
the /
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