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Glossary of Terms Related to the Production Profit Tax

C apita lize .
1 In an accounting sense, the periodic expensing (amortization) of capital costs through 

depreciation or depletion.
2 To convert an (anticipated) income stream to a present value by dividing by an interest 

rate, as in the dividend discount model.
3. To record capital outlays as additions to asset value rather than as expense 
Generally, expenditures that will yields benefits to future operations beyond the accounting 
period in which they are incurred are capitalized-that is, they are depreciated at either a 
statutory rate or a rate consistent with the useful life of the asset.

1. Net income plus depreciation, depletion, and amortization and other non-cash expenses 
Usually synonymous with cash earnings and operating cash flow 

2 An analysis of all the changes that affect the cash account during an accounting period

Dollars-of-the Day
A term usually associated 'ith cost estimates that indicate the effects of anticipated inflation 
have been taken into account. For example, if a well costs $5 million right now in "toda^ s 
dollars" (the opposite of dollars-of-the day), than the cost of the well two years from now 
might be estimated at $5 51 million in dollars-of-the-day assuming a 5% inflation factor. Also 
called escalated dollars.

Dutch Disease
The adverse results of large-scale positive shock to a single sector of a nation's economy, 
so named because of the problems associated with large-scale development of the 
Groningen Gas field in the Netherlands in the 1970s. Typically the sector oi economy that 
is booming causes widespread inflation and other sectors, particularly agriculture, suffer 
from inability to attract workers. The drastic increase in foreign exchange can cause 
problems with local cuirencies and fiscal and monetary problems can occur without proper 
management

Equity  Oil
Usually this term refers to oil or revenues after cost recovery (or cost oil). It is also 
referred to as profit oil or share oil-terms that are most often associated with PSCs 
Generally speaking, the analog to equity oil in a concessionary system would be pretax 
cash flow. Like pretax cash flow, equity oil may also be subject to taxation.

1. In a financial sense, a non-capital cost associated most often with operations or 
production.

2. In accountirg, costs incurred in a given accounting period as expenses and charged 
against revenues. To expense a particular cost is to charge it against income during the 
accounting period in which it was spent. The opposite would be to capitalize the cost and 
charge it off through some depreciation schedule.

C a s h  Flow

Expense



Exploratory Well
A will drilled in an unproved area This can include (1) a well in proved area seeking a 
new reservoir in a significantly deeper horizon, (2) a well drilled substantially beyond the 
limits of exiting production. Exploratory wells are defined partly by distance from proved 
production and by degree of risk associated with the drilling. Wildcat wells involve a 
higher degree of risk than exploratory wells

Fiscal System
Technically, the legislated taxation structure for a country including royalty payments. In 
popular language, the term includes all aspects of contractual and fiscal elements that 
make up a given government-foreign oil company relationship

Government Take
The total government share of profit oil or revenues not associated with cost recovery 
Same as government after-tax equity split and government marginal take

Heavy Oil
A type of crude oil which is very viscous and does not flow easily. There is no one 
definition, and may be characterized as having an American Petroleum Institute [API] 
gravity less than 20°.The common characteristics properties are the following:

• High specific gravity
• Low hydrogen to carbon ratios
• High carbon residues and
• High contents of asphaltenes, heavy metal, sulphur and nitrogen

Incentives
Fiscal or contractual elements emplaced by host government that make petroleum 
exploration or development more economically attractive includes such things as:

• Royalty Holidays
• Tax holidays
• Tax credits
• Reduced government participation
• Lower government take
• Investment credits/uplifts
• Accelerated depreciation

Intangible Drilling and Development Costs (IDCs)
Expenditures for wages, transportation, fuel, fungible supplies used in drilling and 
equipping wells for production.

Intangibles
All intangible assets such as goodwill, patents, trademarks, unamortized debts discounts, 
and deferred charges

Investment Credit
A fiscal incentive where the government allows a company to recover an additional 
percentage of tangible capital expenditure. For example, if a contractor spent $10 million 
on expenditures eligible for a 20% investment credit, than the contractor would actually be 
able to recover $12 million through cost recovery (see Uplift). These incentives can be 
taxable. Sometime the investment credit is mistakenly referred to as an investment tax 
credit.



Netback
Many royalty calculations are based upon gross revenues from some point of valuation, 
usually the last value off of a production platform or at the boundary of a field or license 
area The point of sale, however, may be different than the point of valuation. The 
statutory royalty calculation may allow the transportation costs from the point of valuation 
to the point of sale to be deducted This is called netback formula

Operating profit (or Loss)
The difference between business revenues and the associated costs and expenses 
exclusive of interest or other financing expenses, and extraordinary items, or ancillary 
activities, Synonymous with net operating profit (or loss), operating income (or loss), and 
net operating income (or loss)

Production Sharing Agreement
This (PSA) is the same as a Production Sharing Contract (PSC). While at one time this 
term was quite common, it is use less frequently now. and the term Production Sharing 
Cor tract is becoming more common

Production Sharing Contract
A contractual agreement between a contractor and a host government whereby the 
contractor bears all exploration costs and risks and development and production costs in 
return for a stipulated share of the production resulting from this effort

Progressive Taxation
Where tax rates increase as the basis to which the applied tax increases Or where tax 
rates decrease as the basis decreases The opposite of regressive taxation.

Severance Tax
A tax on the removal of minerals or petroleum from the ground, usually levied as a 
percentage of the gross value of the minerals removed. The tax can also be levied on the 
basis of so many cents per barrel or per million cubic feet of gas

Tax
A compulsory payment pursuant to the authority of a government. Fines penalties, 
interest, and customs duties are not taxes.

Working Interest
The percentage of interest ownership a company (or government) has in joint venture, 
partnership or consortium. The expense-bearing interest of various working-interest 
owners during exploration, development, and production operations my change at certain 
stages of a contract or license For example, a partner with a 20% working interest in a 
concession may be required to pay 30% of exploration costs but only a 20% share of 
development costs With government participation, the host government usually pays no 
exploration expenses by pays prorated development and operating costs and expenses
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Problems with Current Production 
Tax

■ No incentive in tax system to 
reinvest in Alaska

■ Low take (internationally) at high 
prices, high take at low prices

■ Maturing of North Slope leads to 
declines in tax revenue

2 /2 2 /0 6 2



Components of PPT

■ Tax Base

■ Rate

■ Incentive Credits

■ Base Allowance

■ Transition Provision

2 /2 2 /0 6
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Gross vs. Net
Current Tax on Gross PPT on Net

Value at wellhead $50.00 Value at wellhead $50.00
Less:
Lease op exps 112,50)

Times: tax rate 15% Net caxable $37.50
Times: tax rate 20%

Tax before ELF $7.50 Tax before
credits $7.50

2 /2 2 /0 6 4
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Tax Base

Gross value at point of production 

Less: Lease expenditures
♦ operating costs
♦ capital expenditures
♦ allowance for overhead

2 / 2 2 /0 6 5
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Non-deductible expenses
■ Depreciation
■ Royalty payments
■ Taxes based on net income
■ Interest & financing charges
■ Lease acquisition costs
■ Other costs

2 / 2 2 /0 6 6



Determining value under 
current system

West
coast
value

$
2 /2 2 /0 6



Gross Value under PDT

Producer can elect to use:

■ Royalty value

■ DOR formula that estimates a value 
at a specific location such as point of 
delivery into a common carrier 
pipeline

2 /2 2 /0 6 8



Tax Rate 20%

of Net Profits
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Incentive Credits
■ 20%  of qualified capital expenditures

■ May be taken on:
♦ . Exploration costs
* Capital costs incurred on lease

■ Credits are transferable

2 /2 2 /0 6 10



How are losses handled?

Gross value $50.00
less:
Lease op exps (12.50)
Capital exp's (60.00)
Net loss (NOL) ($22.50)

2 /2 2 /0 6 1 1
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Net Operating Losses (NOL's)

■ Can be converted to Credits

■ 20% of loss
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Base Allowance

■ $73 million deduction

■ Available to each corporation

■ Cannot reduce taxable income below 
zero
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Other provisions

■ Monthly return filing

■ 90% payment safe harbor

■ Yearly true-up on 3/31

■ Effective date 7/1/06

2 /2 2 /0 6 14



Transition Provision

■ Allows cost recovery of assets placed 
in service 7/01—6/06

■ Deduction of 1/6 of cost in each of 6 
transition years

■ Deduction available only when 
average price of oil exceeds $40

2 /2 2 /0 6 15
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Revenue

■ Additional revenue from PPT will 
depend primarily on two factors:

> Price of oil/gas

> Producer investment in the state

2 /2 2 /0 6
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Incremental Revenue based on 
DOR Forecast:

status q u o  ppt

Fiscal Impact 
Forecast Prices

2 /2 2 /0 6  17
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 status q u o  ppt
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Fiscal Impact 
$60
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Incremental Revenue based on 
$60 oil
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Incremental Revenue based 
on $40 oil:

Fiscal Impact 
$40

« 1,000
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£ 500
>
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</)

2009 2010

Fiscal Year

 status q u o ppt
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PPT: A Tax for Alaska's Future
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Proposed Production Tax

Alaska State Legislature 
Senate & House of Representatives 
Resources Committees

Dan E. Dickinson, CPA 
February 22, 2 06



Unrestricted & Restricted Revenue 
$ 8.9 Billion

FY 2005
□ Federal

■  Investment

■ Oil

□  Other
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FY 2005 Petroleum Revenue
$ Million



Alaska Oil Production

□  Other(1)

■  Noithstar

■  Alpine

□  Kup-Sat

■  Kuparuk

□  PBU-Sat

□  Prudhoe Bay

1965 1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2020 
Fiscal Year

Source: Fall 2005 Revenue Sources Book; Alaska Departmenl of Revenue. Tax Division
(I) Cook Inlet. Duck Island. Milne Point, Greater Point McIntyre. Liberty. Known On & Offshore. Fiord and N-PRA.
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Status Quo Issues

Revenues
Investment
Production
Revenues
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1. How the World Works (2005)
Volume

Millions barrels $ per barrel $ Million

Destination Value at Market 330 $43.43 $14,332
Less Tankering & 
Pipelines 330 $ 4.51 ($1,488)

Gross Value at Point of 
Production 330 $38.92 $12,844
Less Upstream Costs 
Operating:
Capital and Exploration: 

Total 330

$ 3.33 
$ 3.18 
$ 6.52 ($2,150)

Net Value at Point of 
Production 330 $32.40 $ 10,694



2. Current Production Tax
  -----------

$ Million

Gross Value at Point of Production $12,843.60

Royalty Rate 0.875

Value Net of Royalty $11,238.15
Tax Rate 0.15
EL F Rate 0.55

Tax (current) $927.15



3. Proposed Production Tax (PPT)
-------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

$Million

Value Net of Royalty $11 238.2
Less Upstream Cost Deductions 
Taxable Value at Point of Production

($2,150.0) 
$ 9,088.2

Tax Prior to Credits

.20
$ 1.817.6

Credits (1,050 *.2) ($210.0)

Proposed Production Tax $ 1,607.6



4. PPT with Investment
    — —

$ in Billion

Production Tax Net of Royalty $11,238.2
Less Upstream Cost Deductions 
Taxable Value at Point of Production

(£3,850.0) 
$ 7,388.2

Times Tax Rate 
Tax Prior to Credits

.20
$ 1,477.2

Credits (1,050+1,700)\2 ($550.0)

Proposed Production Tax $ 927.6



5. Implicit Cost From Proxy

$ in Billion

Production Tax Net of Royalty $11,238.15

Less Implicit Costs from Proxy ($ 5.057.00) 
$ 6,181.00

Tax Rate 0.15

Same Production Tax $927.15



Alaska Oil Production

□  Other(1)

■  Northstar

■  Alpine

□  Kup-Sat

■  Kuparuk

□  PBU-Sat

□  Prudhoe Bay

1965 1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2020 
Fiscal Year

Source: Fall 2005 Revenue Sources Book; Alaska Department o f Revenue. Tax Division
( I ) Cook Inlet, Duck Island, M ilne Point. Greater Point McIntyre. Liberty. Known On & Offshore. Fiord and N-PRA.



Kuparuk ELF: Change with 
Aggregate ELF Decision

Production in Million Barrels per Day
Note: Post 1989 Law Change

1990 1995 20 0 0 2005 20 1 0

ELF
1 . 0

0.8

0.6

0.4
0.2

0.02015



Economic Limit Factor,
FY 1995-2005 and FY 2006-2016
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FISCAL NOTE

STATE O F ALASKA
2006 LEG ISLA TIV E SESSION

F'scal Note Number
Bill Version:
() Publish Date.

LL06 0052-DNR-0&G-02

Revision Dale/Time (Note i( correction):___________
T itle Repea ling the oil p roduction tax a rc  gas

Dept A ffec ted . 
RDU

Natura l R esou rces
Resource D eve lopm en t

Sponsor
Reques te r

production tax etc Com ponen t Oil A Gas Deve lopm en t

Ru les by Roqucs t o f G overnor
Governor Com ponen t No. 439

Expenditures/Revenues (Thousands of Dollars)
Note : Am oun ts do no t inc lude in fla tion un less o the rw ise noted be low
OPERATING EXPENDITURES FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012
Persona l Serv ices
Travel
C on trac tua l
Supp lies
E qu ipm en l
Land & S truc tu res
G rants S C la im s
M isce llaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES (

FUND SOURCE (Thousands of Do lla rs)

1002 Federa l Rece ip ls
1003 GF Match
1004 GF
1005 G F /P ro g ra rr Rece ip ts 
1037 G F /M en la l Hea lth
O the r (Specify Typo-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0 .0 0.0

Estimate of any current year (FY2006) cost: 0.0
Mark this box (X) if funding for this bill is included in the Governor's FY 2007 budget proposal: 

POSITIONS
Full-tim e
Part-tim e
Tem pora ry

ANALYSIS: fAtlacl. se, arafe p*ge ilnecessary)

Ti.ere is no anticipated fiscal impact for DNR associated with implementation of this legislation.

P repared by. Bill V anD yke . Acting D irector_______________________________________  Phone 907 -269 -8800
D iv is ion O il & Gas_____________________________________________________________ D a le /T im e 2 /15 /2006

Approved by Michael Mcnga, Commissioner______________________________  Date 2/15/2006
Agency Natural Resources______________________________

(Rev.s<*i tnrj 0(15 OVSi Page 1 of 1



FISCAL NOTE

Revision Date/Time (Note H correction):______________________ Dept Affectecv_________Revenue
Title An Act Relating :o the Production Tax on________ RDU lax and Treasury_____
_____________ Oil and Gas________________________________Component Jax_________________
Sponsor Rules Committee___________________________ _______________________________
Requester Governor__________________________________Component No. 2476

Expenditures/Rovenues________________________________(Thousands of Dollars) ________

STATE OF ALASKA Fiscal Nole Number _________
2006 LEG ISLA TIV E SESSION Bill Version: 773060052

() Publish Dale _________

Note : Am oun ts do not include infla tion un less o th e rw se no tec belov.
OPERATING EXPENDITURES FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 |
Persona l Services 3 5 9 2 366 4 373 .7 381.2 388.8 396 6

Travel
Contractua l 1,200 0 520 0
Supp lies 24 0
Equ ipm ent
Land & S truc tu res
C ran ls & Cla ims
M isce llaneous (OH oftico , ole] ,8 0 1 8 0 1 8 0 18 0 18 0 18 C

TOTAL OPERATING 1,601 2 904 4 391.7 399.2 406.8 414.6

[CAPITAL EXPENDITURES________  | 1 1 1

'CHANGE IN REVENUES ( ) |See snalysis section  ~ ------------------
FUND SOURCE ____________________________ rT^ousa xss of Do lla rs)
1002 Federa l Rece ip ts
1003 G r Match
1004 GF
1005 G F /P ro^ram  Rece ip ts 
1037 GF/M enta l Heallh
O ther (Specify 1 ype-Uo nol abbreviate)

1.601 2 904 4 391.7 399.2 406 8 414 6

TOTAL 1,601.2 904 4 391.7 399 2 406.8 414.6

Estimate af any current year (FY2006) cost: 275 0
Check this box (X) if funding for this bill is included in tne Governor's FY 2007 budget proposal: 

POSITIONS
FuT-time 4 4 4 4 4 4
Parl-limo
Temporary

ANALYSIS: (Attach a separate paqe it ,iacessary)
This bill would amend the oil and gas production tax by basing the tax on the net value of the oil and gas. 
The nel value is the wellhead value (net of royalty) less all qualified lease expenditures, including capital 
and operating costs, property taxes, 3nd an additional $73 million per year allowance for each producer 
(The allowance can be no g eater than the nel value before Ihe allowance.) The net income would be 
subject to a 20% tax. loss a credit of 20% which applies lo capital costs upstream of the point of 
production. In addition, there w6uld be a deduction for capital costs incurred ever the previous five years, 
which can be realized over the next six years, but only in years where the ANS price is over $40. It is 
estimated this would reduce revenues about $170 million in years when it was realized. In years where the 
ANS price is under $40 the deduction can be earned forward

P repared by: 
D ivis ion

Approved by:
Agency

Robynn W ilson . M ichae l W illiam s, and Roger Marks 
Tax D iv is ion________________________________________

Jerry Burnetl_________________________________

Phone 269-1019
D ate/tim e 2/21/06 12 00 AM

Dale 2/21/2006
Department oi Revenue

tUvxwo VlW ii OMB)
FISCAL NOTE

Page 1 of 3



STATE O F ALASKA
2006 LKG1SLA FIVE SESSION

BILL NO.

ANALYSIS CONTINUATION

The figures in the table below reflect the revenues that would be received from Ihe bill relative lo the 
status quo under vanous prices They are predicated on the oil volumes in the Departm Revenue 
Fall 2” 05 Revenue Sources Book. The figures reflect North Slope activity; the impact u “ •'Ok Inlet is 
expected to be modest. They assume that seven producers utilize the full allowance. The - lus quo 
assumes Ihe January 2005 ELF aggregation decision by the Department of Revonuc fr rudhoe Bay 
continues.

The cost assumptior s are as follows'

- Si 10 mm/yr evnlnration
- Sl.bbl on-going capital on all barrels
- S3 50/bbl developmental capital on 2/3 of existing conventional oil
- $8/bbl developmental capital on 2/3 of existing heavy oil
- S3.50/bbl developmental capital on new conventional oil
- S8/bbl developmental capital on new heavy oil 
S3/bbl operating cost on conventional oil

• $5/bbl operating cost on heavy oil

The following table shows the 2007-2012 receipts from the bill, sensitive to different oil prices. These 
include the Department of Revenue forecdst, a $40 price, and a $50 price. (Note that the status quo 
numbers are slightly different from what is reflected in the Fall 2005 Revenue Sources Book because ot 
some minor changes in assumptions introduced since Fall 2005, and because of some differences 
between what some taxpayers actually remit and what is ultimately expected to be colleced.)

Opera'ing expenditures include costs for 3 acditional positions for auditors: 1 O & G Specialist (Range 
23). 1 O & G Revenue Auditor IV (Range 22), and 1 O & G Revenue auditor III (Range 20). These 
positions would be used to fulfill additional audit responsibilities inherent in a net profits tax. In addition, 
we request 1 additional position for a Tax Tech III (Range 14) to process additional information and lax 
returns that will be required, and additional credit applications anticipated. Personal Services reflect a 2% 
yearly increase

Contraclual expenses include S100.000 and $70,000 for programming in FY 07 and FY 08, respectively, 
$250,000 irt each of FY 07 and FY 08 for help in wnting regulations, anti S850.000 and $200,000 in FY 07 
and FY 08, respectively, for auditing costs related to the new transition rules. Supplies include computers 
and other supplies necessary for new positions.

FISCAL NOTE

STATK OF ALASKA BILL NO.___________________
2006 LEGISLATIVE SESSION

ANALYSIS CONTINUATION (MILLIONS OF 2005 DOLLARS)

Fiscal DOR Status Quo Tax from Gam from
Year Forecast Tax Bill Bill
2007 49.20 934 1,363 429
2008 40.95 697 915 217
2009 25 50 404 349 -55
2010 25 50 3P7 339 -48
2011 25.50 362 351 -11
2012 25.50 343 332 -10

F isca l Medium S'atus Quo Tax from Gain from
Page 2 of 3



Year Price Tax Bill Bill
2007 40.00 737 1.038 301
2008 40 00 679 1.031 353
2009 40.00 673 1,118 445
2010 40 00 646 1.106 460
2011 40.00 606 1,138 532
2012 40.00 576 1.112 536

Fiscal High Status Quo Tax from Gain from
Year Price Tax Bill Bill
2007 60.00 1.165 1.938 773
2008 60.00 1.069 1.917 848
2009 60.00 1.042 2,007 965
2010 60.00 1,003 1.992 989
2011 60.00 941 2.051 1,110
2012 60.00 396 2,014 1,117

*

Page 3 of 3



(SIRS) Alaska Statutes Modified by SB 305

BILL : SB 305

A'R Alaska St.' ic Modified

A 43.05.230(f)
A 43.20.031(c)
A 43.20.072(b)
A 43.55
A 43.55
A 43.55
A 43.55
A 43.55.01Ka)
R 43.55.011(h)

R 43.55.012(b)
R 43.55.013(b)
R 43.55.013(c)
R 43.55.013(d)
R 43.55.013(e)
R 43.55.013(h)
R 43.55.013( i )
R 43.55.013(i)
R 43.55.013(k)
R 43.55.016
A 43.55.017(a)
A 43.55.020(a)
A 43.55.020(b)
A 43.55.020(d)
A 43.55.020(e)
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§ 43.52.099 R e v e n u e  a n d  T axation 5

>Bi em ergency ur fire  equ ipm en t chat is n ecessary  to th e  p reserva tion  of ljfe 
property; x

(Ci a farm  vehicle th a t  is controlled and  o perated  by a  farm er, used to transport 
ag n cu ' u ra l products, farm  m achinery, or farm  supplies to or from th a t  fa rm er's  farm  not 
usi d in th e  operations o f a con v on o r con tract m otor carrier, and  used w ithin 150 miles 
of the fa rm e r’s farm ;

(Di a recreational vehicle; or 
i E » h luxicab;
<3 1 ‘‘recrea tional vehicle" m ean s
<A» a m otor vehicle or tra ile r  for rec rea tio n al dw elling pui poses.
(P.i a m otor hom e or o th e r vehicle with a m otor hom e body style;
(Ci a one-piece cam p er vehicle; and
iD» any  o the r self-propelled vehicle ;th  liv ing  q u a rte rs ;
<4i "i;ix” m eans th e  excise tax  levied u n d e r th is  c h a p te r  on th<* ch arg e  m ade for the 

ren ta l of a p assen ger o r jec rea tio n a l vehicle;
(5) “vehicle" m eans a device in, upon, or by which a person o r p roperty  mav he 

tran sp o rted  or d raw n  upon or im m ediate ly  over a h ighw ay or v eh icu la r way or area' 
"vehicle" does not include 

(At devices used exclusively  upon s ta tio n a ry  ra ils  or tracks;
P.i m obile hom es; or

iC ' v -Uercraft. 1 ch 105 SLA 2003: am  $ 1 ch 29 SLA 2 00 4 1

( 'm s s  r e f e r e n c e s .  — For provision d irecting  the 
m anner of die D epartm ent o f Revenue's im p lem en ta­
tion i'I the -0(14 addition ol su b p a rag rap h  • 2 «Ei of th is 
section, see t 2. ch 29, SI.A 209<i. in th e  2004 Tom- 
por.’.rv an d  Special Acts 

E ffec t o f  a m e n d m e n ts .  — The .004 am endm ent.

effective May 8, 2004, re troac tive  to Ja n u a ry  1. 2004, 
added p a rag rap h  (2i(ei and m ade rela ted  changes.

E d i to r 's  n o te s .  — Section 3, ch 29. SLA 2004, 
m akes th e  2004 addition  o f su b p arag ran h  (2ME1 of 
th is  section re troac tive  to J a n u a ry  1, 2004.

C h ap te r  55. Oil and  Gas P ro d u c tio n  Taxes and Oil 
S urcharge .

A rtic le
1 (Ol and  ( .a- P ro p ertie s  Production Taxes 43.55.011 — 4.155 ]*>0 
_ ( onservation S u rcharge on Oil i§§ 43.55.201 — . !.55.299i 
1 Additional • o n se rv a tio n  S u rch arg e  on Oil (§§ 4 55.300. 41 55 .3 10 1 
4 G eneral Provisions 1S 43 .5 ' 90(0

A d m in is tr a t iv e  C o d e . F"i oil and  gas proper­
ties production tax. see 15 AAC 55

NOTES TO DECISIONS

No a p p o r t io n m e n t  fo r m u la  to  c a lc u la te  i n t e r ­
est e x p e n s e . — A d m in istra tive  reg u la tio n  precluded 
the  use of an ap portionm ent form ula by the  depart 
m eat of revenue to ca lcu la te  allow able in terest ex 
pen.M tor debt incurred  to eoi ct the  tram - A laska 
pipeline system . S ta te . Dep't ol R evenue v. A tlan tic  
Kiciilield C o . 858 P.2d 307 A laska 19931 decided 
iilliler form er AS 43 21 Old

E n t i t le m e n ls  b e n e f it  q u a lif i  -d a s  ta x a b le  in- 
co m e- — The en titlem en ts  hem-fit a gas company 
received from in tern a lly  tran sfe rr in g  and  refining 
federal price-cor.irolled Alaska N orth S hore oil quali­
fied as tax ab le  income u n d e r ft. 'm er AS 43,21.020 
since re p e a le d 1 S ta te  Dep't o f Revenue \ Atlantic 

Richfield Co., 858 l ’2d 107 A laska 1993

C o lla te r a l  r e f e r e n c e s .  — 71 Am J u r  2d. S ta te  
and Local Taxation. SJ 155-157. 

s4 C .J.S.. Taxation. SS 494-5(10 
S ta te  tax  on or in respect of goods shipped in 

in te rs ta te  commerce to consignee for sa le  on consign­

or's account w ithout previous sale or o rd er for pur­
chase. 4 ALK2d 244 

C o nstitu tion al exem ption from tax a tion  as sut-j.-t 
to leg islative regulation  respecting  conditions ol its 
assertion  4 ALR2d 744.
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-- of legislature lo  remit, release, or rnniprn- 
" i claim 28 ALR2ii 1425 

nght to refund of state or local taxes accrues, 
statute limit-np tunc for applying for refund 
Jd 1350

•Jative power to exempt from taxation property. 
— or uses additional to those specified in 
ation. 61 ALR2d 10.11

Financial hardship or inability to pay taxes as 
rendering inapplicable statutes denying remedy by 
injunction against assessment or collection of tnx 65 
ALR2d 550

Lxf '•nset. and taxes deductible by lessee in cooiput 
mg lessor's oil and gas royalty or other return 72 
ALR2d 1056

A rticle 1. Oil a^id G as P r o p e r t i e s  P ro d u c t io n  Taxes.

on
Oil production tax
Adjustment in tax  ra tes
Economic limit factor
Gas production tax
Relation to o th e r taxes
‘Oil or gas producer education credit
Payment of tax
Tax c re d it for oil and gas exploration  oi gas only 

,  exploration

Sec ti» -1 
30. !■ nine of statements 
40 Powers of Department of Revenue 
50. Incorrect returns 
60. Delinquency
SO Collection and deposit or revenue 
00 .cfund- 

110 A dm in istration 
135. .vfeasurem ent 
15p D eterm inatio n  of gross value

ec. ‘13.55.010. Gross production tax. IRepealed, § 9 ch 136 SLA 1977.]

c. 43.55.011. O il p r o d u c t io n  ta x . (a) The e is levied upon th e  p roducer o f oil a tax 
all oil produced from each lease  o r p rop erty  in th e  s ta te , less any  oil th e  o w nersh ip  or 

h tto  which is exem pt from  tax a tio n . The ta x  is equal to e ith e r  th e  percentage-of-value 
‘ount calculated u n d er ib ) of th is  section  or th e  cen ts-per-barre l am o un t calcu lated  
der (cl of th is  section, w h ich ev er is g rea te r , m ultip lied  by the economic lim it factor 
termined for th e  oil production  o f th e  lease  or p rop erty  under AS 43.55.013. If  th e  
ounts ca lcu lated  u n d e r 'b» an d  (cl of th is  section  a re  equal, th e  am o u n t calcu lated  
der (bI of th is  section sh all be tr e a t i  d a s  if  it w ere th e  g rea te r  for p u rp o ses o f th is  
ion.

Ibi The percentage-of-value am o u n t eq u als  12.25 p ercen t of th e  gross v a .u e  a t  the  
int of p roduction of tax ab le  oil p roduced  on or before .June 30, 1981. from th e  lease  or 
operty and 15 percen t of th e  g ross value a t  th e  point of production  of tax ab le  oil

reduced from the lease  or p ro p erty  a fte r  J u n e  30, 1981; except th a t for a lease  or
ropery com ing into  com m ercial oil p roduction  a f te r  J u n e  30 1981. th e  percentage-of- 
alue am ount equals 12.25 p ercen t o f th e  g ross valu e  at th e  poin t of production o f taxab le  

gjil produced from th e  lease  or p ro p e rty  in th e  first five y e a rs  a f te r  the s ta r t  of com m ercial 
iiil production and  equals 15 p ercen t of th e  g ross value  a t the point o f p roduction  of 

table oil produced th e re a f te -  from  th e  lease  or property .
(c) The cen ts-pe r-ba rre l am o u n t eq u a ls  $0 .60  p er b a rn  1 of tax ab le  old crude oil

‘"reduced from th e  lease  or p roperty , and  $0.80 per u arre l for all o th e r tax ab le  oil
reduced from th e  lease- or p roperty , both as ad ju sted  by AS 43.55.012.

,  (d) IRep, ulcd. § 18ch 116 SLA 1981. / '§  1 ch 136 SLA 1977; am §§ 12. 18 ch 116 SLA 
19811

Cross references. — For mi .itid g:o- lousing pro- 
"Burnt, see \Z  38.05 ISO.

Sec. 43.55.012. A d ju s tm e n t  in  ta x  r a t e s ,  (a) I Repealed. § 18 ch 116 SLA 1981.1 
1Li The cen ts-per-barre l am o un t sc-t out in AS 43.55.011«ci applies to oil of 27 degrees 

ATI gravity. For each degree of .API g rav ity  less th a n  27 degrees th e  cen ts-per-barre l 
amount shall be reduced by $ .005 an d  for each degree o f API g rav ity  g re a te r  th a n  27 
degrees the  cen ts-per-barre l a m o u n t sh a ll be increased  by $.005 except th a t oil above 40 
degrees API g rav ity  sh a ll be tax ed  as 40 d eg ree  oil. In applying  th e  g rav ity  ad ju stm en t
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under th is  subsection , fractional degrees of API g rav ity  sh a ll lie d isreg ard ed . 1 ch l:jg
SLA 1977; am  § 18 ch 116 SLA 1981; am  § 47 ch 50 SLA 1989)

Sec. *'3.55.013. Econom ic l im it  fac to r. ' a i [Repealed, § 18 ch 116 SLA 1981.)
(b* T he economic lim it factor for oil p rod u ction  of a lease  or p roperty  sh a ll be computed 

according to the following form ula:

<l-[PFL/TP]i exp l[150.000A TP/D ays)l exp 1*460 X W D)/PEL|>

where: PEL = th e  m onthly  p roduction  ra te  a t th e  economic lim it;
TP  = th e  to ta l p roduction  d u rin g  th e  m onth  for which th e  t.ax is to be paid;
YVD = th e  to ta l n u m b e r of well days in the m onth  for w hich th e  tax  is to be

paid;
D ays = th e  n um ber of days in th e  m onth for w hich the tax  is to be paid; and 
exp = exponent.

• c ) The economic lim it factor fo r gas p ro d t tion of a lease or p roperty  equals one minus 
the  ra tio  o f th e  m on th ly  production  ra te  a t th e  economic limit to th e  production  during 
the  m onth  for w hich th e  tax is to be paid.

>d) The m onthly  production  r a te  a t  th e  econom ic lim it for a lease or p roperty  is 300 
barre ls  tim es the n u m b er of well days for th e  lease or p roperly  d u rin g  th e  m onth fnr 
which th e  Lax is to be paid.
• (e' I Repealed, § 3 ch 25 SLA 1989.] 

if) IRepealed, § 3 ch 25 SLA 1989.]
*g) T he m onthly  production  a i  th e  econom ic lim it lor a lease or p rop erty  is presumed 

to be 3,000 Mcf tim es th e  n um ber o f well d ay s  for th e  lease  or p roperty  dui mg t hat month 
for w hich th e  tax  is to be paid. T he ta x p a y e r  m ay reb u t th is p resu m ptio n  by providing
clear and convincing evidence of a d ifferen t m on th ly  production  ra te  a t th e  economic limit 
for the  lease or p roperty . The h e a rin g  sh all be held  before F eb ru ary  15 of th e  year or 
w ith in  six m onths a f te r  com m encem ent o f g as production  for a lease  or property. The 
m onthly production ra te  at th e  economic lim it for the lease  or p rop erty  based upon the 
clear and convincing evidence of th e  ta x p a y e r  shall be ca lcu lated  by d iv id ing  th e  value 
d eterm ined  under ' i o f th is section  into  tlie  average m onthly  d irec t opera tin g  cost 
determ ined  under lh< of th is  section .

<h* T he average m onth ly  d irect o p e ra tin g  cost far g as production opera tio ns of the 
lease or p roperty  sh all be d e te rm in ed  based oil a period ol not less th a n  (our consecutive 
m onths. The d irect o pera tin g  costs include only royalty  ac tua lly  an d  cu rren tly  paid, 
production supplies, purchased  fuel, ro u tin e  m ain tenance , and w ages and  benefits of 
em ployees w orking on th e  p roduction  opera tio ns . A dditional d irec t o p e ra tin g  costs not 
listed in th is  section m ay be included  only a f te r  th e ir  inclusion in a reg u la tion  adopted by 
the d ep artm en t. The d irect o p e ra tin g  costs do not include cap ita l ex p en d itu res , tangible 
or in tang ib le d rilling  expenses, costs e f  well w orkovers, costs for rep lacem en t or repairs
• o ther th an  rou tine m ain tenance), d ep rec ia tio n  or am ortization , taxes, in su rance, over­
head. m oney paid or se t aside (or booked a s  being paid o r set aside) to  cover th e  cost ol 
te rm in a tin g  the gas production  o pera tio ns o f th e  lease or p i^pertv . or any  o th e r cost not 
directly  re la ted  to th e  gas production  o p e ra tio n s  o f th e  lease or property .

iii For th e  purp o se  of ca lcu lating  th e  economic lim it, th e  value at th e  point ol 
production of gas produced from th e  lease o r p roperty  sh all be d e te rm ined  on th e  basis of 
the volum e w eighted  average p rice paid  for gas of like qua lity  and p ressu re  in the  same 
field.

*ji The d ep a rtm en t m ay ag g reg a te  two t. m ore leases or p rop ertie s  'o r  portions ot 
th e m 1, for purposes o f d e te rm in in g  econom ic lim it factors under th is  section  an d  apply)*’-;' 
them  to AS 43.55.011 or AS 43.55.016. w h en  economically in te rd ep en d en t oil or gas 
production operations a re  not confined to a s ing le  lease or property. The d ep artm en t may
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I  Uo segregate a lease or p ro p erty  in to  two or m ore p a rts , for p urposes of d e te rm in in g  
[economic lim it factors u n d er th is  section an d  applying  them  u n d er AS 43.55.011 or AS 
&3 55.015, w hen two or m ore econom ically in d ep en d en t oil or gas production  operations 
[gj-P being conducted on it. or w hen old cru d e  oil is produced fron th e  sam e lease or
fproperty as o the r oil.
’ (k > A d e te rm ina tio n  of th e  m onthly  production  ra te  a t  the econom . lim it for a lease or 
■propot *y i-K re tro ac tiv e  to J a n u a ry  1 of th e  curren* year. For p roduction  of a lease or 
prooertv com m encing afte r J a n u a ry  1. th e  d e te rm in a tio n  o f th e  m on th ly  p roduction  ra te  
at the economic lim it for th a t  lease or p roperty  m ade w ith in  six m on ths afte r th e  
commencement of production is re tro ac tiv e  to the com m encem ent of p roduction . <§ 1 ch 
136 SLA 1977. am  §§ 13 -  16. IS ch 116 SLA 1981; am §§ 1 -  3 cli 25 SLA 1989; am  
§ 15 ch 108 SLA 19961

‘ O p in io ns o f  a t to r n e y  g e n e r a l .  — The 1989 
ujcndm eni could be m ade re troac tive  w ithout an 
immediate effective da te , .lune 1. 1989 Op. A tt’y  Gen.. 
overruling March .'11. 1988 In f  Op A n y  Gen insofar 

•ss i t 16 inconsistent . ith  th is opinion.
Absence of the Senate president s authenUcation

did not affect the  pow er of th e  governor to  take action 
on the 1989 L .1, passed  by both houses o f the legisla 
tu re  .lu n e  1. 1989 Op Att v (ten.

M istaken  descrip tion ol the  1989 bill by the S en a te  
p re sid en t did not inv a lid a te  th e  S e n a te 's  vote on th e  
bill J u n e  1 1989 Op. A tt’y Gen

NOTES TO DECISIONS

R e tro a c tiv ity  o f  1989 a m e n d m e n ts .  — A laska 
Const., art. II. 5 18 does not req u ire  a tw o-th irds vole 

: of both houses of th e  leg isla tu re  for th e  passage ol

laws con tain ing  retroactive  provisions, such as the 
1989 bill m odifying tin economic lim it factor AKCO 
A laska. Inc v S ta te , 81M I ' 2d 7(18 'A lask a  19921.

f . Sec. 43.55.015. Tax per barrel of oil. I Repealed. £ 9 e/i 136 SLA 1977. j

Sec. 43.55.016. G a s  p r o d u c t io n  ta x . a> T here is levied upon the  p roducer of g as a 
tax for all gas produced from each lease or p roperty  in th e  s ta te , less any  gas th e  
ownership or rig h t to w hich is exem pt from  tax atio n . The tax  is equal to e ith e r  th e  
percentage-of-value am o u n t ca lcu lated  u n d er < b < of th is section or th e  cents-por-M cf 
amount ca lcu lated  u n d e r ici of th is section , w hichever is g rea te r, m u ltip lied  by the  
economic lim it fac tor d e te rm ined  fo. gas production  o f th e  lease or p ro p erty  und er AS 
43.55.0 1 3. If  th e  am o u n ts  ca lcu lated  u n d er (bi and  <o  of thi« section a re  equal, th e  
amount calculated  u n d er ib of th is  section shall be trea ted  as if  it w ere th e  g re a te r  for 
purposes of th is  section.

(b) The percentage-of-value am oun t eq u a ls  10 percent of th e  gross value at the  point 
of production of th e  tax ab le  gas produced from th e  lease or property.

ci The cents-per-M cf am o un t equals S.064 p er 1.000 cubic feet of tax ab le  g - produced 
from the lease or property . 1 ch 136 SLA 1077; am  $ 26 ch 168 SLA 1990 '

Sec. 43.55.017. R e la t io n  to  o t h e r  ta x e s ,  (a) Except as provided in th is  chap ter, the 
taxes imposed by th is  c h a p te r  a re  in place of all tax es now im posed by the s ta te  or any  
of its m unicipalities, and n e ith e r  th e  s ta te  nor a m un icipality  m ay im pose a tax  upon 

i l '  producing oil or gas leases;
121 oil or gas produced or ex trac ted  in th e  s ta te ;
•3' th e  value o f in tan g ib le  d rillin g  an d  exp lora tion  expenses.

(bi r|’he taxes im posed by th is  c h a p te r  a re  in place of all taxes im posed by a 
m unicipality upon oil or gas in place or nonproducing  oil or gas leases o r p roperties.

c> The tax es im posed by th is  ch ap te r  a re  not in place o f th e  tax  im posed by incom e 
taxes, franch ise  taxes, or tax es  upon th e  re ta il sale of oil or gas p roducts. 1 ch 136 S L A ^ ^ ^
1977; am  § 36 ch 32 SLA 1997; am  § 4 ch 34 SLA 19991 W

E ffect o f a m e n d m e n ts .  — T he 1999 am endm ent, 
ffective Ju ly  1. 1999. deleted “AS -I'I.nT or" preceding

“incom e ta x e s 'i n  th e  (irsl sen tence of subsection  w 
and m ade a m inor sty listic  change
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Opinions o f  attorney general. — A m u n ic ip a lity  cr jib- oil paim-s th ro u g h  th e  m vnicijm bty N o v e ^  
m ay not levy a tran sp o rta tio n  tax  on crude oil flowing IS, .989  Op. A jt'v Gen
th roug h  th e  Trims A laska Pun-line • p ip e lin e 1 w hile th e

NOTES TO DECISIONS

C ite d  iti LiU-rnti v Bristol Bay Borough. 58-3 P.Ud 
1115 (A laska 1978'.

See. -lo 55.018. Credit against tax. fRepealed. § 18 eh 116 SLA 1981.]

S e r  3 .55.019. O il o r  g a s  p r o d u c e r  e d u c a t io n  c r e d i t ,  (a) For cash  contributions 
acce /le . lor d irect in s tru c tio n , research , and educational support purposes, including 
lib ra r . and m useum  acqu isitio ns , and  co n trib u tion s to endow m ent, by an Alaska 
umv- rsity  foundation  or by a nonprofit, public or p riv a te , A laska tw o-year or four-year 
colleae accredited  by a reg ional accred ita tion  association , a  p roducer o f oil or gas is 
a l lo se d  as a  credit ag a in s t th e  tax  due u n d er th is  ch ap te r 

d  50 percent of co n trib u tion s o f not m ore th a n  $100,000; and 
• 100 percent of th e  next $100,000 of con tribu tions.

(a) iRepealed. § 12 ch 71 SLA 1991.]
i i Each public college an d  u n iv e rs ity  shall include in its  an n u a l operating  budget 

r  juest co n tribu tions received and  how th e  co n trib u tion s w ere used.
"1) A contribu tion  claim ed as a c red it u n d er th is  section m ay not 

be claim ed as a credit, u n d er a n o th e r provision  of th is  title ; and 
2> when com bined w ith  cred its  tak en  d u n n g  th e  tax p ay er 's  tax  y ea r under AS 

21 89.070. 21.89,075, AS 43.20.014. AS 43.56.01S. AS 43.65.018, AS 43.75.018. or AS 
43.77.045. exceed $150,000.

( ‘i The d ep a rtm en t may, by reg u la tio n , es tab lish  p rocedures by which a  taxpayer may 
alk.e. le a pro ra ta  sh a re  o f a cred it claim ed u n d e r  J tis  section  a g a in s t m onthly tax 
pavm -m ts m ade d u rin g  th e  tax  vear. 4 ch 58 SLA 19S7: am  § 49 ch 21 SLA 1991; am 
§§‘4 , 5. 12 ch 71 SLA 1991; am  § 5 ch 21 SLA 1994; am  § 18 ch 126 SLA 1994; am $ 17 
ch 31 .-iLA 1996; am § 4 ch 86 SLA 2000; am  §§ 10. 11 ch 46 SLA 2002)

R e  v is o r ’s  n o te s .  — References to  “AS 43.55.PI1 — and Special Act fo r leg islative findings, intent, and 
4.: 55 150" were su b s titu ted  fn r ’ th  c h a p te r’ a 1 uf purpose re la tin g  to th e  am endm ent of subsection 1! 
tin s  -.ecuoii if. 1989 to reflect the  en ac tm en t of A 5 by ch 81. SLA 199fci. see § 1, ch. 81. SLA 1990 m ihe 
43.55.1190 — 43.55.240 Tem porary and Special Acts.

It) 1991. to harm onize the am en d m en ts  m ade by E ffe c t o f  a m e n d m e n ts .  — T he 2000 am endm ent, 
chs 21 a m  , 1, SLA 1991. the  uordr- by an  A laska effective .lulv 1. 2000. inserted  a section reference .a 
were insern  1 before “un iversity  fou n d a tio n ’ 111 a 1 of p a ra g ra p h  i<jn2)
th is section ’ Thp opyo am endm en t, effective Ju n e  19. 2002.

C r o s s  r c w r e n c e s .  — r  or s ta tw n e n t ni legibKitivi- . . .  ,  , „ni4
purpose m o  meet ion w ith ih e  en ac tm en t of th is  •’,J led  sef ‘,,n1 ‘ “1 ’ a n  1
section, see § I, ch 58 SLA 1987 in  th e  T em porary **-«*'•«■ July 1, 2003. deleted  those  added references.

S ec . 43.55.020. P a y m e n t  o f  ta x . la i The p roduction  tax  on oil or gas shall be paid 
m onthly. The lax  is due on th e  2 0 th  day of each ca len d a r m onth  on oil o r gas p rodu ced  
from each lease or p roperty  d u rin g  th e  p reced ing  m on th . If  th e  tax  is not paid before the 
end o f th e  m onth  in w hich ii becom es due. the  tax  becom es de linquen t.

<bi The production tax  on oil or gas sh a ll be paid  by or on b eh a lf  o f th e  producer.
Id  [Repealed. § 7 eh 101 SLA 1972.]
<d) In m aking  se ttlem en t w ith  th e  royalty  ow ner th e  p roducer m ay deduc t the  amount 

of th e  tax paid 011 royalty  oil or gas. or m ay deduct royalty  oil or gas equ ivalen t in value 
at th e  tim e th e  tax becom es due to  th e  am ount o f th e  tax paid.

1 e ) G as produced in excess of th a t  needed for sa fe ty  purposes, except gas used in t he 
operation  of a lease or p ro p erty  in d rillin g  for or p roducing  oil or gas, or for repressuring. 
is considered, for th e  purpose of AS 43.55.011 — 43.55.150 an d  in th e  am o u n t used, as gas 
produced from a lease or property . G as flared  beyond th e  am o u n t au th o rized  for s a fe ly  b>
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Alaska Oil and  Gas C onservation  Com m ission u n d er AS 31.05 is considered  as gas 
produced, except th a t  it is subject to a p en a lty  equal to th e  tax  com puted under AS 
43.55.016 p e r 1.000 cubic feet of gas for th e  m onth  in w hich th e  gas w as flared.

ifi If oil or gas is sold u n d e r c ircum stan ces w here th e  sa le  price does not rep resen t the 
prevailing value for oil or gas o f like k ind , ch aracter, o r q ua lity  in th e  field or area  from 
which th e  product is produced, th e  d e p a rtm e n t m ay req u ire  th e  t~v to be paid upon th e  
basis o f th e  value of oil or gas of th e  sam e  kind , quality , and  char. r  p revailing  during  
the ca lendar m onth  of production  for th a t  field or a rea , 3 ch 7 E ijuA  1955; am  §§ 5 — 
9 ch 101 SLA 1972; am § 7 ch 107 SLA 1976; am  §§ 2. 3 ch 136 SLA 1977; am  § 3 ch 158 
SIA  1978; am  §§ 48, -19 ch 50 SLA 1989; am  $ 27 ch 168 SLA 19901

m -v iso r 's  n o te s . — A reference tn AS 43.55.011 -
4 3 .5 5  1 50” was substituted for "this chapter" in 'to of 
this section in 1989 lo reflect tin "nactment of AS 
43 55 200 — 43.55.240

L e g is la t iv e  h is to ry  reports. — For report on ch 
101 SLA 1972 <FCCS HCSSB lG8i. see 1972 House 
•loumul. p. 963 I'or report on ch. 10?. SLA 1970 SCS 
CSHB 583j, see 19/6 House Journal, p. 556

NOTES TO DECISION'S

ng,

C ited  in Hickel v Halford, 872 P.2d 171 A laska 
19941

Sec- 43.55.021. Alaska veterans' memorial endowment fund contribution credit. / Re­
pealed. § 25 ch 46 SLA 2002.]

Sec. 43 .55.025. T ax  c r e d i t  fo r  o il a n d  g a s  e x p lo r a t io n  o r  g a s  o n ly  e x p lo r a t io n .
ia ) Subject to th e  term s and  conditions of th is  section , on oil and gas produced from an 
oil and gas lease, or on gas produced from a gas only lease, on or a f te r  Ju ly  1. 2004. a 
credit ag a in s t the  tax  due u n d er th is  c h a p te r  is allowed in an  am o un t equal to

(1) 20 p e rcen t o f th e  to tal exp lora tion  ex p en d itu res  th a t  qualify  u n d er (bi and  'c )o f  th is  
section, 20 percent of th e  to ta l ex p lo ra tion  ex p en d itu res  th a t  qualify u n d er <b> and <di of 
this section, or both, for a to ta l cred it th a t  does not exceed 40 percen t o f the to ta l 
exploration expen d itu res: or 

(2: 40 p ercen t o f the to ta l ex p lo ra tion  ex p en d itu res  th a t  qualify under (b • and <e > of 
this section, for a to ta l p roduction  tax  cred it th a t  does not exceed 40 p ercen t o f th e  to ta l 
qualified exploration  ex p end itu res .

fb» To qualify  for th e  production tax  cred it u n d er <u> of th is section , an exploration  
expendit u re m ust be in cu rred  for work perform ed on or a fte r Ju ly  1 .2003. and before Ju ly
1. 2007, and

(1» m ay be for seism ic or geophysical exp lora tion  costs not connected w ith  a  specific 
well;

<21 i f  for an  exploration  well,
(At m ust be incurred  by an ex p lo re r th a t  holds an  in te re s t iri th e  exp loration  well for 

which th e  production  tax  credit is claim ed:
<B) m ay lie for e ith e r  an  oil or gas discovery well o r a d ry  hole; and 
(Ci m ust be for goods, services, or re n ta ls  o f p erso n al p roperty  reaso nab ly  req u ired  for 

the su rface p rep ara tio n , d rilling , casing , cem enting , and  logging of an exploration  well, 
and. in th e  case o f a d ry  hole, for th e  expenses requ ired  for ab andonm en t if th e  well is 
abandoned w ith in  18 m on ths a f te r  th e  d a te  th e  well w as spudded;

<3> m ay not be for tes tin g , s tim u la tio n , o r com pletion costs; ad m in is tra tio n , su p erv i­
sion, eng ineering , or lease o p e ra tin g  costs; geological or m an ag em en t costs; com m unity  
relations or en v iron m en ta l costs; bonuses, tax es , or o th e r p ay m en ts  to g o v e rn m e n te ^ ^  
related to th e  well: or o th e r costs th a t a re  g en era lly  recognized as ind irec t c ists 
financing costs; and

*4) m ay not be in cu rred  for an  exp lora tion  well or se ism ic exploration  th a t is included 
in a p lan  of exploration  o r a p lan  o f developm ent for any  unit on M ay 13. 2003.
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(ci To be eligible for a 20 p ercen t production  tax  c ied it, exploration  expenditure* m *  
( 11 qualify  under (bi o f th is  section: and
(2 ' be for an  exp loration  well th a t  is located and  drilled  in such a m an ner that the 

bottom  hole is located not less tn a n  th re e  m iles aw ay from th e  bottom  hole of 
p reex istin g  suspended , com pleted , or abandoned  oil or gas well; in th is  paragranh 
“preex isting" m eans a well th a t w as spudded  m ore th an  150 days but less th an  35 years 
before th e  exploration  well was spudded .

<d> To be eligible for an  add itio n al 20 p ercen t production  tax cred it, an exploration 
ex p en d itu re  m ust 

(1 * qualify  under ‘ b • of th is  section; and
(2 » be for an  exploration  well th a t  is located not less th an  25 m ’les ou tside  o fth e  outer 

boundary, as delineated  on Ju ly  1. 2003. of any  unit th a t is under a plan of development 
<e» To he eligible for th e  40 p ercen t p roduction  tax  credit in <ai of th is  section, the 

exp loration  ex p en d itu re  m u s t 
< 1) qualify  under (hi of th is  section;
<2 he for seism ic exploration : and
(3 ' have been conducted  o u ts id e  th e  b ou n daries  o f a production  unit o r an exploration 

unit; however, th e  am ount of th e  ex p en d itu re  th a t is o therw ise eligible under this 
subsection  is reduced p rop o rtio n a te ly  by th e  portion o f th e  seism ic exploration  activity 
th a t crossed into  a p roduction  u n it or an  exp lo ra tion  unit.

<f' For a production tax  credit u n d er th is  section.
(11 an  explorer shall, in a form prescribed  by the  d ep artm en t and  w ith in  six m onths of 

th e  com pletion o f the ex p lo ra tion  activity, claim  th e  credit and  subm it information 
sufficient to d em o n stra te  to the d ep a rtm en t's  sa tisfac tion  th a t th e  claim ed exploration 
ex p en d itu res  qualify  u n d er th is section;

<2 an  explorer shall ag ree , in w riting .
' Ai to notify th e  D e p a rtm e n t of N a tu ra l R esources, w ith in  30 dav> afte r com pletion of 

seism ic or geophysical d a ta  processing, com pletion of a well, or liling of a  claim  for credit, 
w hichever is th e  la tes t, for w hich exp lora tion  costs a re  claim ed, of the  d a te  of completion 
and  subm it a repo rt to  th a t  d e p a rtm e n t describ ing  th e  processing sequence and  providing 
a list o f d a ta  se ts  available;

'B i to provide to th e  D ep a rtm en t of N a tu ra l Resources, w ith in  30 days a fte r the date 
of a req u est, specific d a ta  se ts, an cilla ry  d a ta , and  rep o rts  identified in (A of this 
p arag rap h ;

• Ci th a t, n o tw ith s tan d in g  any  provision of AS 33. inform ation provided under this 
p a ra g ra p h  will be held confidential by th e  D epartm ent of N a tu ra l Resources for 10 years 
following the com pletion d a te , at w hich tim e th a t d ep artm en t will r- le a se  the  inform ation 
a fte r  30 d ay s’ public notice;

(3 1 i f  m ore th an  one exp lo rer holds an  in te re s t m a well or seismic exploration , each 
•xplorer m ay  claim  an  am o un t o f credit th a t is p roportional to  th  - ex p lo re rs  cost 

incurred ;
<41 th e  d ep artm en t m ay exercise th e  full ex ten t of its pow ers a s  though  th e  explorer 

were a  tax p ay e r u n d er th is  title , in  ordei to  verify th a t th e  c l a i m e d  ex pend itu res are 
qualified exploration  ex p en d itu res  und er th is  section: and

<5 i i f  th e  d ep artm en t is sa tisfied  th a t th e  ex p lo re r’s claim ed ex p en d itu res a re  qualified 
und er th is  section, th e  d e p a rtm e n t sh a ll issue  to th e  explorer a production tax credit 
certificate  for the am ount o f credit to be allowed ag a in st production taxes due under this 
chapter.

igi An explorer m ay tran sfe r, convey, or sell ils production  tax credit certificate to any 
person , and any  person w ho receives a p roduction  tax  credit certificate  m a\ also transfer, 
convey, or sell th e  certificate .

ill- A p roducer th a t p u rch ases a production  tax  credit certificate  m ay apply the  credits 
ag a in s t its production tax  liab ility  u n d er th is  chapter. R egardless o f th e  price the
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J reducer Pa‘̂  ̂or certificate , th e  p roducer m ay receive a  cred it a g a in s t its production f [is liability  for the  full am o u n t o f th e  credit, but for not inure  th an  th e  am oun t for which 
ttbe c e r t i f ic a te  is issued. A p roduction  tax  cred it allow ed u n d e r th is  section m ay not be 
[applied m ore th an  once.

(ji For a production tax  cred it u n d e - th is  section .
th e  am oun t of th e  credit th a t  m ay be ap p lied  ag a in s t th e  production tax  for each  tax  

^trionth m ay not exceed th e  to ad  production  ta x  liab ility  o f  th e  tax p ay er app ly ing  the 
^credit for th e  sam e m onth; and
[  (2 < an am o u n t o f th e  p roduction  tax  credit th a t  is g re a te r  th an  th e  to ta l tax  liab ility  of 
[the tax p ay er applying  th e  credit for a tax  m on th  m ay be carried  forw ard and  applied 
Fggainst th e  t ix payer's production  tax  liab ility  in one or m ore im m ed iate ly  following
| months
f, ij1 N o tw ith stan d in g  any  o th e r provision  o f th is  title , of AS 31.05. or of AS 4 0 .25 .1U(' 
(the d ep a rtm en t shall provide to th e  D e p a rtm e n t of N a tu ra l R esources inform ation 
■ submitted w ith  a claim  u n d er th is  section  to  support th e  eligibility  o f an  exploration  
'expenditure, includ ing  seism ic exp lora tion  d a ta  and w ell data , and  any  inform ation  
1 described in < fa 2 > of th is  section  received by th e  d ep a rtm en t.
}>. (k) In th is  section, “ex p lo re r” m ean s  a p erson  who, in exploring for new oil or gas 
'reserves, incurs ex p en d itu res . 3 ch 59 SLA 2003; am  § 49 ch 49 SLA 2004)

Effect o f  a m e n d m e n ts .  — T he IH1U4 am endm en t. 
, effective J u n e  5. 2004, in serted  "from an  oil and  gas 
' lease, or on gas produced from  <i g '  only lease" in the 
; introductory language of su h se rtu  .. fa

E ffe c tiv e  d a te s .  — Section a, ch 59. SLA 200,'I, 
which enacted this section, took effect on Septi-mher 
9. 200"

See. 43 .55 .030. F i l in g  o f  s t a te m e n t s .  <a > T he ta x  sh a ll be paid  to th e  d ep artm en t 
and the  person  pay ing  th e  tax  sh a ll file w ith  th e  d e p a rtm e n t at th e  tim e th e  tax  is 
required to lie paid a s ta te m e n t, u n d e r  oath , on forms p rescribed  by or acceptab le to the 
departm ent, giving w ith  o th e r in form ation  req u ired , th e  following:

(11 a descrip tion  of th e  lease  or p rop erty  from  which th e  oil or gas w as p roduced , by­
name, legal descrip tion , lease n u m b er or by accoun ting  code num bers assigned  by the 
departm ent;

i2i th e  n am es o f th e  p rod u cer an d  the person  paying  th e  tax; 
r t3 1 th e  gross am ount of oil or gas produced  from th e  lease or property, and  the 

percentage of th e  gross am ount ow ned by each  p roducer for whom th e  tax  is paid ;
■4) th e  to ta l value o f th e  oil or g as produced from  the lease  or p rop erty  owned by each 

producer for whom th e  tax  is paid: and 
(5 th e  nam e o f th e  first p u rc h a se r  and  th e  p rice received for the  oil or gas if ^old in the 

state.
; (bi /R<'pealed. sv 11 ch 101 SLA 1972.]

(ci /Repealed. $ 11 eh 101 SLA 1972.]
(di R eports by or on b e h a lf  of th e  p roducer a re  d e lin q u en t the first day following the  

day th e  tax  is due. E ach  p rod u cer is subject to  a p en a lty  o f $25 a day  for each lease or 
property upon which th e  rep o rt is no t filed. T h e  pen alty  for failu re to file a rep o rt is in 
addition to th e  p en a lty  for d e lin q u en t taxes, and  is a lien  ag a in s t th e  a s se ts  of the 
producer, i § 4 ch 7 ESLA 1955; am  $§ 10 — 12 ch 101 SLA 1972; am  §§ 4 — 6 ch 130 SLA 
1977i

Sec. 43 .55 .040. P o w e r s  o f  D e p a r tm e n t  o f  R e v e n u e . [S ee  d e la y e d  a m e n d m e n t  
note.] Except as provided in AS 43.05 .400 — 43.05.499. th e  d ep a rtm en t m ay

(1) re q u in  a person engaged  in p roduction  an d  the  ag en t or em ployee of th e  person 
and the  p u rc h a se r  of oil or gas, or th e  ow ner o f a royalty  in te re s t in oil or gas to fu rn ish  
additional inform ation th a t is considi -ed by th e  d ep artm en t as necessary  to com pute the 
amount u f th e  Lax:
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I(2) exam ine th e  books, records, and  flies o f such a person; 
i3 ' conduct hearin g s and  com pel th e  a tte n d a n c e  of w itn esses  an d  th e  production of '  

books, records, and  pap ers o f any  person; and
(4 * m ake an investiga tio n  or hold an in qu iry  th a t is considered necessary to a 

disclosure of th e  facts as to 
iAi th e  am oun t of p roduction  from  any oil or gas location, or o f a com pany or „ther 

producer of oil or gas; and  
'B i the rend ition  o f th e  oil an d  gas for tax ing  purposes. S 5 cl 7 ESLA 1955; am § ig 

ch 108 SLA 1996*

D elay ed  a m e n d m e n t.  — 1 nd er 75 an d  97. ch
163. SLA 3004. effective duly 1. 3005, this section will 
read  as follows “Powers o f D epartm en t of Revenue. 
Except af provided in AS 43.05 405 — 43 On 499 the 
departm ent iiinv 

" 1 1 requ ire  a person engaged iti product) jd and the 
ag en t or employee o f th e  person , nod th e  p u rch ase r of 
oil or gas. or th e  ow ner of a royalty in te re s t tri oil or 
mis to furn ish  additional in form ation  th a t is consul 
tre d  by the dep artm en t as necessary  to com pute the 
am oun t of th e  tax;

“'2 1 exam ine th e  hooks records, and  files of such a 
person;

" 5 conduct hearing s and cum pel the  attendance af 
w itnesses and  th e  production o f books, records, ar.d 
papers of any , irreon. and

" 4 1 m ake ar. investigation  or bold an inquiry that 
is consider* ‘ necessary to  u disclosure of the fact* aa 
to

“i A i th e  am oun t o f production from any oil or gas 
location, or o f a l o m p n n y  or o th e r producer of oil or 
gas. and

“iB the  rendition  of the  oil und gas for taxing 
p u rp o s e s”

Sec. 43.55.050. In co rre c t re tu rn s . The d ep a rtm en t ntay d e te .m in e  w h eth er or not 
a re tu rn  requ ired  by th is  c h a p te r  to be filed w ith  it is correct If a person  m akes an untrue 
or incorrect re tu rn  of th e  gross production  or th e  value o f it. or (ails o r refuses to make a 
re tu rn , tIn* d ep artm en t all. u n d er reg u la tion s adopted  by it. d e te rm in e  th e  correct 
am oun t of gross production  or th e  va lu e  of it. and  com pute th e  tax. 6 ch 7 ESLA 1955)

S ec . 43.55.060. D elinquency. W hen th e  tax  provided for in th is  ch ap ter becomes 
delinquen t, it b ears  in te re s t  as provided in AS 43.05.22511 > I f  any person  fails tc make 
a report requ ired  by th is  ch ap ter, w ith in  th e  tim e prescribed  by law for th e  report, the 
d ep artm en t shall ex am ine th e  books, records and  files o f th e  person to determ ine the 
am ount and value of th e  production  to com pute th e  tax, and  the d ep a rtm en t shall add to 
the tax  the  cost of th e  exam in-’Uon, to ge th er w ith  any p en alties accrued. '§  7 ch 7 ESI.A 
1955; am § 4 ch 58 SLA 1971. am  § 13 ch 82 SLA 19*2; am § 5 ch 23 SLA 1991'

.Sir- -J3.rin.n70. Lien fo r  tax. , Repealed, $ 4 ch 9-/ S L A  1976'. For current hue. .sc AS 
4:110.035.1

Sec. 43.55.080. C o llec tion  and deposit o f revenue. The d ep a rtm en t shall deposit 
in th e  general fund the  m oney collected by i' u n d er AS 43.5a.O il — 43.5a. 150. ' $ l (l ch 
7 ESLA 1955: am § 14 ch 101 SLA 1972'

R e v is o r 's  n o te* . — A reference in “AS* 4a 55 o l I — seel,on in 19*9 fr reflect th e  eiinrtiiienf >■' V* 
43 55.150“ w as su b stitu ted  for "th is c h a p te r ' ill this 43 5.5,200 — 43 .55.240

Sec. 43.55.090. Refunds. In case of overpaym ent, dup lica te  p ay m en t or payment 
m ade in error, th e  d ep a rtm en t m ay refund  th e  .-.mount o f the  overpaym ent under A* 
43. H).210. i § 11 ch 7 ESLA 1955; am  § 2S ch 168 SLA 1990'

K e v is o r ’s n o te s .  — In ll'frS. "AS 43.10.210' was 
-uh slitu ted  fur “AS 43 15010" in reflect th e  1990 
renum bering uf AS 43.15 010

See. 43.55.100. Acceptance o f  deductions. /Repealed. § 15< ii 101 S L A  1072. j
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gee. 43.55.110. A d m in is t r a t io n ,  'a )  The d e p a rtm e n t m ay adopt regu lations for th e  
urpost- of m ak ing  and  filing rep o rts  req u ired  by th is  ch ap te r am . o therw ise  necessary  to 
e enforcem ent of th is  c h a p te r
(b The d ep a rtm en t m ay req u ire  a sufficient bond from every  person charged w ith  th e  
flkinc and filing of rep o rts  an d  th e  paym ent o f th e  tax. T he bond shall ru n  to th e  s ta te  

'and shall be conditioned upon th e  m ak in g  and  filing o f rep o rts  as req u ired  by law. upon 
Compliance w ith  the reg u la tio n s of th e  d ep a rtm en t, and  for th e  prom pt paym ent, by th e  
principal on th e  bond, of all taxes d u e  th e  s ta te  by v irtue  of th is  chapter.

(ci I rep o rts  req u ired  h av e  not been  filed, or a re  insufficient to furnish  th e  inform ation 
"Uired by th e  d ep a rtm e n t, th e  d e p a rtm e n t sh a ll in s titu te , in the  nam e of th e  s ta te  upon 
[ation of th e  d e p a rtm e n t, th e  n ecessa ry  action or proceedings to enjoin th e  person from 

continuing operations un til th e  rep o rts  a re  filed.
'-(d) Upon show ing th a t  th e  s ta te  is in d an g e r o f losing its cla im s or th e  property  is being 
" '^managed, d issip a ted  o r concealed, a receiver s ’aall be appoin ted  at th e  su it of th e  
state. <§ 13 ch 7 ESLA 1955)

' Seen. -13.55.120— 13.55.130 .Wmeampltanti and false rcpurts. [Rcpeah d, § 16 eh 113 
L4 1930. Far criminal (tenuities, see AS 43.05.290.]

Sec. 43.55 .135. M e a s u r e m e n t .  For th e  p u rp o ses of AS 43.5a.O il — 43.55.150. oil 
shall be m easured  in te rm s  o f a “b a rre l o f oil" an d  gas sh all be m easured  in term s of a 
“cubic foot of gas." (§ IfS ch 101 SLA 1972'

RfViMir's n o te s . — A reference to "A£> 45 55 n i l  — s. tinn m 1989 in reflect the en.irU t'eat ot AS
43.55 130“ was su b stitu ted  for “th is  c h a p te r ' tn th is  43.55.200 — 43 55.240

Sec. 43.55 140. iRcnunihcrcd as A S 13.55.000.

Sec. 43.55 .150. D e te r m in a t io n  o f  g ro s s  v a lu e . <a For th e  purposes of AS 
43.55.011 — 43.55.150. th e  gross v a lu e  sh all lie ca lcu lated  using  the reasonab le costs of 
transportation  o f th e  oil or gas. The reaso nab le  costs of tran sp o rta tio n  shall be the ac tua l 
costs, except

t l i  when th e  p a rtie s  to th e  tra n sp o rta tio n  of'oil or gas a re  affiliated;
12• w hen th e  contract for th e  tra n sp o rta tio n  of oil or gas is not an  arm 's leng th  

? transaction or is not re p re se n ta tiv e  of th e  m ark e t value of th a t  tran sp o rta tion ;
'3 when th e  m ethod of tra n sp o rta tio n  o f oil or gas is not reasonab le  in view of ex isting  

alternative m ethods o f tra n sp o rta tio n .
■ h ' If th e  d ep artm en t finds th a t th e  conditions in < a H 2). <2 i. and i3> of th is  section a re  

present, th e  d ep artm en t sh a ll d e te rm in e  th e  reaso nab le  costs o f tran sp o rta tio n , u s i n g  th e  
fair m arket value of like tra n sp o r ta tio n , th e  fa ir m arket valu e  of equally  efficient and 
available a lte rn a tiv e  m odes of tra n sp o rta tio n , or o ther reasonab le  m ethods. T ran sp o rta ­
tion costs fixed by la r i l l 'ra te s  p rop erly  on file w ith  the R egulatory  Fom m ission  of A laska 
or other reg u la to ry  agencv shall be considered  p rim a facie reasonable.

'ci In d e te rm in in g  th e  gross v a lu e  of oil u n d e r ' a ' of th is  sect ion, the d ep artm en t may 
not allow as reaso nab le  costs of tra n sp o rta tio n  

• I ' th e  am ount of loss o f or d am ag e  to. or o f expense incurred  due to the  loss of or 
damage to. a vessel used to tra n sp o rt oil i f  th e  loss, dam age, or expense is incurred  in 
connection w ith  a ca tas tro p h ic  oil d isch arg e  from  the vessel into th e  m arine or in land  
waters of th e  s ta te ; a

the  in crem en tal costs of tra n sp o r ta tio n  o f th e  oil th a t  a re  a ttr ib u ta b le  to tem po ra ry  ^  
nse of or ch a rte red  or su b s titu te d  serv ice provided by an o th e r  vessel due to the loss of or 
damage to a  vessel reg u la rly  used to tran sp o rt oil and th a t  a re  incurred  in connection 
with a ca tastro p h ic  oil d isch arg e  in to  th e  m arin e  or in land  w aters o f th e  sta te : and
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<3 » th e  costs in cu rred  to ch arte r, co n trac t, or h ire  vessels  and equ ipm en t used o. 
contain  or clean  up a ca tas tro p h ic  oil d ischarge, i $ 6 c! ’ 07 SLA 1976: am  § 92 ch 59SL \
1982: am § 1 ch 114 SLA 19891

Revisor'* notes. — A referenc* to “AS 43.55 O il -
43.55 150* wa* m ibxtituted fur ‘ till* c h a p te r ' tfi a 1 o f 
tin* section m 1989 t< r 'f l e d  the en ac tm e n t nl AS 
•13.55.200 -  43.55 240 

In 1999, tin- cu rren t reference in ru b sec tio n  (In to 
“R enulatory f ’om m ission of A laska” w as su b s titu ted

for ‘A laska Putilir U tilities U om nussion’ in 
dance w ith fc 'fflui, ch 25. SLA 1999 CCor‘

leg isla tive  history reports. — For 
le t te r  of in ten t in connection w ith th e  enactm ent 
o f th is  section by § 1. ch 114. SLA 1989 HCS c ssj! 
2 9 9 'Res i), see 1989 S enate  Jo u rn a l 150"

A rtic le  2. C o n se rv a t io n  S u rc h a rg e  on Oil.
S e c tio n  S e c t io n
201 Surcharge levied 221 S u rch a rg e  not imposed
j l  1 U se of revenue derived from  su rch a rg e  oyy D efinitions
221 Suspension and rrnnpo. ition o f th e  su rch arg e

C ro s s  r e f o r m e r s .  Fur leg islative findings and 
purpose in runnecliun w ith  tile  enactirien t o f th is  
article. see § 1 ch 112. SLA 1989 in th e  'em po rary  
and Special Act*

Editor's notes. — Section 5. ch 112. SLA 1989 
provides th a t ch ap te r 112 “does not relieve a person

responsib le  lor an  oil ieriinn.il facility, offshore explo. 
ra tio n  or production facility, o r a vessel tha t trans­
ports crude oil. or a person w ho has control of a 
h n za rd o u ' su bstan ce, from th e  resim nsihilitv for con­
ta in in g  and clean ing  up a d isch arg e  of oil or the 
h a zard o u s  su b stan ce  as req u ired  by law

.Sir. 43.55.200. Surcharge levied. I Repealed, § 43 ch 1 2 $ S L \  1994.1

S ec . 43 .55.201. S u r c h a r g e  le v ie d , 'a )  Every  producer of oil shall pay  a surcharge of 
s .02 per b arre l of oil p roduced  from each lease  or p roperty  in flu* s ta te , less any oil the 
ow nersh ip  or r ig h t to w hich is exem pt from tax a tio n .

< b ) The su rch arg e  im posed by ia> of th is  section  is in add ition  to and  sh a ll be paid in 
th e  sam e m an n e r as th e  tax  im posed l>v AS 4 1.55.011 — 43.55.150; an d  is in addition to 
th e  su rch arg e  im posed by AS 43.55.300 — 43.55.310.

<c A p roducer of oil sh a ll m ak e  re p o rts  o f p roduction  in th e  sam e m a n n e r  and under 
'.he sam e p en alties as req u ired  u n d e r AS 43.55.011  13.55.150. £ 13 ch 128 SLA 1994

Sec. 43.33.210. Disposition o f proceeds u f  surcharge. Repealed, .s' 13 ch 12>' SIA  
1994.1

S ec . 43.55.211. U se  o f  r e v e n u e  d e r iv e d  f ro m  s u r c h a r g e .  The leg is la tu re  may 
ap p ro p ria te  th e  an n u a l e s tim a te d  balan ce  o f th e  account m ain ta in ed  u n d e r AS 37.05.142 
for deposits in to  th e  g en era l fund o f th e  proceeds of Lite su rch arg e  levied under AS
43.55.201 to th e  response account in th e  oil an d  h azard ou s su b stan ce  re lease  prevention 
and  response fund e s tab lish ed  by AS 46.08.010. 14 ch 128 SLA 1994

Set. 42.33.220. I 'sc o f  m c n u c  de need  from snreharpe. I Repealed, ,sv 13 ch 12S S L \  
1994.J

S ec . 43 .55 .221. S u s p e n s io n  a n d  r e im p o s i t io n  o f  th e  s u r c h a r g e .  <a» Not later 
th a n  30 days a f te r  th e  end  of each  ca len d a r q u a rte r , th e  com m issioner o f ad m in istra tion  
sh all determ ine , as o f th e  end o f th a t  q u a rte r , th e  fiscal y ea r 's

(1) unreserved  and  unob ligated  balance in th e  response account o f th e  oil and 
hazard ou s su b stan ce  re lease  p rev en tio n  and  response fund es tab lished  in AS 46.08.010: 
for purposes of th is  p a ra g ra p h , th e  “u n reserv ed  and  unobligated  balance in th e  response 
account” m ean s th e  cash  balan ce  o f th e  account less th e  «um of
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, V re s e n  es for oi .s tan d in g  ap p ro p ria tio n s  from  th e  account;
(gi encum brances o f m oney in th e  account: and  
i f i  o ther liab ilities o f th e  account;
(21 balance of the accoun t m a in ta in e d  u n d e r  AS 37.05.142 th a t accounts for the  

oroceeds of th e  su rch arg e  th a t a re  deposited  in th e  g enera l fund;
(31 the  balance o f th e  response m itigatio i acco un t es tab lished  by AS 46.08.025' b i th a t 

0nginateu  u o m  th e  sources described in AS 46.08.025< a )< 3 ' and th a t is availab le  for 
appropriation to th e  resp o n se  acc unt of the  fu n d  es tab lish ed  in AS 46.08.010.

lb i W ithin 15 days a f te r  m ak ing  th e  d e te rm in a tio n s  req u ired  by (a) of th is  section, the  
commissioner of ad m in is tra tio n  sh a ll 

<11 add th e  am o un ts de term ined  u n d e r  ' a 1 1* — (3 o f th is  section: and  
(2 1 report th e  sum  calcu lated  u n d e r <li o f  th is  subsection  to th e  com m issioner of 

revenue.
ic) hi m ak ing  th e  d e te rm in a tio n  req u ired  by <ai of tin s  section, the com m issioner of 

a d m in is tra te  m ay not consider m oney described  in <a' o f th is  section th a t is sub ject to 
a dedication imposed by law  th a t re s tr ic ts  th e  u se  of th e  m oney to a specific purpose for 
which th e  response account of th e  oil and  h aza rd o u s  su b stan ce  release p revention  and 
response fund estab lished  in AS 46.08.010 m ay  not he law fully  expended.

<d) If th e  com m issioner o f ad m in is tra tio n  re p o rts  th a t th e  sum reported  u n d er <b> of 
this section equals or exceeds $50,000,000. th e  com m issioner of revenue shall su spend  
imposition and  collection of th e  su rch a rg e  lev ied  and  collected u n d er AS 43.55.201. 
Suspension of th e  im position  and collection o f th e  su rch arg e  begins on th e  first day of the 
calendar q u a r te r  nex t following th e  com m issioner's  receip t of th e  com m issioner of 
adm in istra tion 's report u n d e r (b 1 o f th is  section . Before th e  first day of a suspension  
authorized 1 v th is  subsection , th e  com m issioner shall m ak e a reasonab le  effort to  notify 
all persons who a re  knowi. to th e  dep artm en t, to be p ay ing  the su rch arg e  u n d e r .AS
43.55.201 th a t  the  su rch a rg e  will he su sp en d ed .

lei Except as provided in AS 43.55.231, if  th e  com m issioner of ad m in istra tio n  rep o rts  
that th e  sum  reported  u n d e r ' b» of th is  section  is less th a n  $50,000,000, th e  com m issioner 
of revenue sh all requ ire im position an d  collection o f th e  su rch arg e  au thorized  u n d er AS 
43.55.201. I f  th e  su rch arg e  if not in effect, re im position  o f th e  su rch arg e  begins on the 
first day of th e  ca len d a r q u a r te r  next follow ing th e  com m issioner's receipt o f th e  
commissionei of a d m in is tra tio n ’s rep o rt u n d e r <b» o f th is  section. Before th e  first day  of 
reim position o f th e  su rch arg e  au th o rized  by tin s  subsection , th e  com m issioner shall m ake 
a reasonable effort to notify all p erso n s who a re  known to th e  d ep artm en t to be req u ired  
to pay the su rch arg e  u n d e r AS 43.55.201 th a t th e  su rch a rg e  will he reim posed. '§  15 ch 
128 SLA 1994 >

Sec. ■iH.55.2U0. Sunpmsiuii and rcinipn.vttu>ii of the surcharge [Repealed. § 43 ch 128 
SLA 1994]

S ec. 43.55.231. S u r c h a r g e  n o t im p o s e d . <ai T he su rch arg e  au thorized  by AS 
43.55.21) 1 is not levied d u rin g  any ft seal y e a r  for which 

(1 ' the leg is la tu re  does not. d u rin g  th e  re g u la r  or a special legislative session 
preceding th e  first clay o f th e  fiscal vear. ap p ro p ria te  a t lea s t an am o u n t equal to the 
am ount d e te n t  ned u n d er 'In  o f th is  section  from  ihe genera l fund to the response 
account in th e  oi' and h aza rd o u s su b s tan ce  re le ase  p rev en tion  and response fund: or 

' 2 ' th e  leg islatu re, d u rin g  the re g u la r  or a special leg isla tive  session preceding th e  first 
(lav of th e  fiscal year, ap p ro p ria te s  a t least th e  am oun t of m oney equal to the am o un t 
determ ined  u n d er (bi of th is  sect.on from th e  g en era l fund to th e  respo n se  account in t h e ^ ^  
oil and h aza rd o u s  su b s tan ce  re lease  p rev en tion  and  response fund and  th a t  a p p ro p r ia -^ B  
tion is vetoed or reduced by th e  governor.

'h i  The am oun t of m oney req u ired  to he ap p ro p ria te d  from the g enera l fund to the 
response account in th e  oil and h aza rd o u s  su b s ta n c e  re lease  prevention  and response
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fund by < a  > of this? section is th e  am o un t, d e te rm in ed  for the last day o fth e  preceding fiScaj 
y ear, th a t is th e  su m  of the ac tu a l or e s tim a te d  b a lan ce  of 

' I 1 th e  account m ain ta ined  u n d er AS 37 .05 .142  to account for all proceeds of the 
su rch a rg e  th a t a re  deposited in to  th e  g en era l fund: and  ^

‘2 the portion o f th e  balance of th e  respo n se  m itigation  account estab lished  by ■ 
46. ' ' ' ’ " ‘ " ......................... ...~ " - “ /toi. iMm( !■•/« I « t «/ \ n< '
5

46.0ti.025<b> th a t o rig inated  from th e  recovery of m oney described in AS 46,08.02.3(a)(3) ’ 
(§ 16 ch 128 SLA 1994) ’ v

Sec. 43.55.240. Surcharge not imposed. {Repealed, § 43 eh 138 SLA 1894.]
jre
•v
•

S ec . 43.55 .299. D e f in i t io n s . In AS 43.55.201 — 43.55.299.
11» “response accoun t” m ean s th e  oil and  h aza rd o u s  su b stan ce  re lease  response 

account es tab lished  in AS 46.08.010(a)(2);
(2 ) “response m itigation  accoun t” m ean s th e  oil an d  h azardous su b stan ce  release 

response m itigation  account es tab lish ed  in AS 46.08.025(b). t§ 17 ch 128 SLA 1994

A rtic le  3. A dditiona l C o n se rv a t io n  S u rc h a rg e  on Oil.
Section
MOO Surcharge levied
310. I V  of revenue derived from su rch arg e

S ec . 43 .55 .300. S u r c h a r g e  l e v i e d . ' a i E very  p roducer of oil shall pay  a  surcharge nf 
$.03 p e r  b arre l o f oil produced from each lease  or p ro p erty  in th e  s ta le , less any  oil the 
o w nersh ip  or rig h t to which is exem pt from tax a tio n .

• hi T he su rch arg e  im posed by )ai of th is  section  is in addition  to and  shall be paid in 
th e  sam e m an n e r as the tax  im posed by AS 43.55.011 — 43.55.150; and is in addition to 
th e  su rch arg e  im posed by AS 43.55.201 — 43.55.231

c A p roducer of oil shall m ake rep o rts  o f p roduction  in th e  sam e m an n e r and under 
th e  sam e p en a lties  as requ ired  u n d er AS 43.55.011 — 43.55.150. 17 ch 128 SLA 1994

S ec . 43 .55.310. U se  o f  r e v e n u e  d e r iv e d  f ro m  s u r c h a r g e .  The leg is la tu re  may 
ap p ro p ria te  th e  an n u a l e s tim ated  balance o f th e  account m ain ta ined  u n d er AS .'(7,05.142 
for deposits in to  the general fund of th e  proceeds of the su rch arg e  levied under AS 
43.53.300 to th e  oil and  h aza rd o u s  su b s tan ce  re le a se  preven tion  account in the oil and 
h aza rd o u s  su b stan ce  re lease  preven tion  an d  respo n se  fund estab lished  by AS 46.O S .010 
( § 1 7  ch 128 SLA 1994)

A rtic le  4. G e n e ra l  P ro v is io ns .
S e c tio n  
jwio I ii- l i in l io ie

S ee . 43 .55 .900. D e f in i t io n s . In th is  ch ap ter.
11 1 “API g ra v ity ” m eans th e  specific g rav ity  of oil m easu red  in degrees on the Am erican 

Petro leum  In stit u te scale;
' 2 ' "barre l o f oil” m eans 42 U nited  S ta te s  g allons o f oil oi 231 cubic inches a gallon 

com puted at a te m p e ra tu re  of 60 degrees F a h re n h e it;
<3) “ca tastro p h ic  oil d isch arg e” h a s  th e  m ean in g  given in AS 46.04.900;
• 4) “cubic foot of gas" m ean s ' h e  volum e o f gas con tained  in one cubic foot of space 

m easu ie d  a t a  p ressu re  b a s e  j j  14.65 p ou n ds p e r  sq u a re  inch absolute and a tem p era tu re  
base  of 60 degrees Fahr* n h e it;
(5) /Repealed. § 38 eh 168 SLA 1990.]
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i ,gi "gas“ m eans all n a tu ra l ,  associa ted  or casin gh ead  gas. all hydrocarbons p ro d ir r-d at 
wellhead not defined as  oil. and all liqu id  hydrocarbons ex trac ted  at a gas p r o c e s s i n g ^ ^

[plant;
(7i "gross value a t th e  poin t of p roduction  m ean s
{\)  for oil. th e  value of th e  oil a t th e  point w here it is m etered  or m easured  (by 

:gutomatic custody tra n s fe r  m eter, ta n k  gauge, or o th e r m ethod approved  by th e  
■ commissioner * in a condition of p ipe line q u a lity  on th e  p rem ises of th e  lease  or p rop erty  
!from which it is recovered; however, if  th e  oil is not of p ipeline qua lity  w hen it is rem oved 
! g.om ihe prem ises of th e  lease or p ro p erty  from  w hich it is recovered, o r i f  th e  oil 
f recovered from a lease or p roperty  is not m etered  or m easu red  (b au to m atic  custody  

transfer m eter, tan k  g au ge , or o th e r m ethod  approved  by th e  com m issioner) on th e  
premises of the lease or p rop erty  from  w hich it i recovered, th en  th e  gross value a t  th e  
point of production is the v a lu e  of th a t  oil a t  th e  off-prem ises location w h ere  th e  oil is first 
metered or m easured  (by au to m atic  custody  tra n s fe r  m eter, ta n k  gauge, or o th e r m ethod  
approved by the com m issioner) in a condition  of p ipe line quality :

(B 1 for gas recovered from or in asso cia tio n  w ith  oil, th e  v a lu e  of th e  gas a t  the po in t 
where it is accurately  m e te re d  or m easu red  a fte r  se p a ra tio n  from th e  oil or gas ru n  
through a gas processing p lan t, th e  gross value at th e  . u  of p roduction  is th e  full 
consideration received by th e  p roducer for th e  gas i f  sold in an  arm  s len g th  tran sac tio n  
or. in th e  absence of an a rm 's  length tran sa c tio n , is th e  sum  o f th e  value o f th e  liqu ids 
extracted from th e  gas a t  th e  p lan t an d  th e  value o f th e  res idu e  gas. less a  reasonab le  
allowance for processing th e  gas at th e  p la n t and  for tra n sp o rtin g  th e  gas to the  p lan t 
from th e  p rem ises upon w hich th e  oil p roduction  operation  is conducted; and  

(C) for gas not recovered from or in association  w ith  oil. th e  value of th e  gas a t  th e  
point w here it is accu ra te ly  m etered  o r m easu red  o r th e  v a lu e  o f th e  gas a t  th e  po in t oi'g 
sale, if any. on the p rem ises o f th e  lease  or p rop erty  from w hich th e  gas is re c o v e re d "  
whichever is th e  h igher v a lu e : for gas ru n  th ro u g h  a g as processing p lan t, th e  gross va lu e  
at th e  point of production is th e  full co n sid era tio n  received by th t  p roducer for the gas if 
sold in an arm  's length tra n sa c tio n  or. in  th e  absence of an  a rm ’s length  tran sac tio n , is th e  
sum o f th e  value o f th e  liqu ids ex trac ted  from  th e  gas at th e  p lan t and  th e  value o f th e  
residue gas. less a rea so n ab le  allow ance for p rocessing  th e  gas a t  th e  p lan t and  for 
tran sp o rtin g  th e  gas to th e  p lan t from th e  point w here  it w as accu ra te ly  m etered  or 
m easured:

(.8 ) “in tang ib le  d rilling  expenses" as  defined in lib t  .S.C. 263tci ( In te rn a l R evenue 
Code) as defined on J a n u a ry  1. 1974:

(9 ' “lease or p roperty" m ean s any r ig h t, title , or in te res t in o r th e  righ t to produce or 
recover oil or gas including:

(A) a m ineral in terest:
<B ) a leasehold in te rest:
iC) a w orking in te re s t, royally in te re s t, overrid ing  royalty  in te re s t, p roduction  p ay ­

m ent. net profit in te re s t, o r any othoi in te re s t in a lease, concession, jo in t v en tu re , or 
o ther ag reem ent for ex p lo ra tion , developm en t, or p roduction  of oil and gas or of gas only:

<L>) a w orking in te re s t, royalty  in te re s t, o verrid ing  royalty  in te re s t, production  pay ­
m ent. net profit in terest or any  o th e r in te re s t in an  ag reem en t for u n itiza tio n  or pooling 
u nd er the provisions of U(i I*.S.C. b l4  bn.'! In te rn a l R evenue Code) as defined on 
J a n u a ry  1. 1974:

(If)i “oil" m eans crude petro leum  oil an d  o th e r hydrocarbons reg a rd less  of g rav ity  
w hich a re  produced at th e  w ellhead in liquid  form an d  th e  liquid hydrocarbons know n as^ 
d is tilla te  or condensate recovered by se p a ra tio n  from gas o th e r th an  at a gas p ro c e ss in g  
p lan t:

• 111 “oil production opera tion" m ean s th e  operation  by w hich oil is recovered from  a 
lea se  or p roperty  and ren d ered  into  oil o f p ipe lin e  quality, an d  includes an y  g a th e r in g  
done before the oil is finally  ren d ered  in to  oil of p ipe lin e  quality :
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1121 "old crude oil" m eans crude oil production  classified as "old crude oil” jn ]q 

C h a p te r  II P a r t  212-72 on M ay 1. 1977. an d  w hich is also  classified as "old crude oil" 
th e  d a te  of production;

1131 “ow nership  or ripht to w hich is exem pt from tax atio n" m eans any  ow ner^. '*• 
in te re s t of the  federal governm en t or th e  s ta te ;

( 141 “pipeline qua lity ” m ean s good an d  m erch an tab le  condition;
(15 > “surcharge" m eans 
i A when used in .AS 43.55.201 — 43.55.299. th e  su rch arg e  levied by AS 43.55,201- 
< B ' w hen used in .AS 43.55.300 — 43.55.310. th e  su rch arg e  levied by AS 43.55 300;
( 161 “well days” m eans th e  n u m b er of days in w hich a well is opera tin g  d u rin g  a jonth, 

i § 1 ch 7 ESLA 1955; am § 17 ch 101 SLA 1972; am  § 3 ch 4 FSSLA 1973; am  § 4 ch 159 
SLA 1975; am  7, 9 ch 136 SLA 1977; am  $ 2 ch 112 SLA 1989; am § 2 ch 114 SLA 
1989; am  § 38 ch 168 SLA 1990; am  § 18 ch 128 SLA 1994: am  § 50 ch 49 SLA 2004)

Rrvisor's notes. — Form erly \9  41! 55 )4o Re 
nu m b ered  in 1989 The section w as reorgan ized  in 
1983 to alphabetize the defined term * P a rag ra p h  8 
w as en acted  as 15 ' and p a rag rap h  l a '  was en ac ted  
as Af- 43,55.290 Renum liered. w ith  co rresponding  
w ord changes, in 1989. nt which tim e ihe  rem ain in g

p a rag rap h s  w ere renum bered  accordingly 
Effect of amendments. — The 2004 amendment 

effective Ju n e  5, 2004, in su b p arag rap h  ,9 kC deleted 
*oil and g a s” preceding "exploration" and  added ‘of oil 
and gas or of ga? only" a t th e  end. and made stylistic 
changes

C h ap te r  56. Oil an d  Gas E xplo ra tion , P ro duc tion , and 
P ipeline  T ran sp o r ta tio n  P ro p e r ty  Taxes.

Section
10 Levy of tax
18 Oil or gas property  education credit 
20 E xem ptions 
30 In place of o ilier taxes 
40 S ta te  A ssessm ent Review Hoard 
50  P e r  diem and expenses 
00  A ssessm ent 
70 R eturns 
80. Investigation 
90 A ssessm ent roll 

100. .Assessment notice

Seel ion
110. Appeal to ih e  d ep artm en t 
120. Appeal to th e  board 
130 H earings of th e  board 
185 C ertification
140 S u p p lem en tary  assessm ent rolls
150 Collection and  deposit
160 Interest and penalty
180 Remedy
200 R egulations
210 Definitions

A d m in is t r a t iv e  ( 'o d e . l or oil mil ga.- expiura 
non , production and pipeline tran sp o rta tio n  property  
tax . see 15 .AAC 56.

C o l la te r a l  r e fe re n c e s .  — 71 Ain 3ur 2d. S ta te  
an d  Local Taxation. 155-157 

S4 0  .1,8 . Taxation. &§ 95-98. 898-400. 418 494- 
500

C o nstitu tion a l exem ption from tax a tion  as subject 
to leg islative regulation  respecting conditions of it.* 
a sse rtio n  4 ALR2d 744 

L oading  or unloading ln ie rs t.iie  freight in perfor 
m .inee of obligation resting upon one o th er th a n  
in te r s ta te  carrie r a.- in te rs ta te  com m erce as reg ard s 
local tax ation  l(i.A L R 2d65L  

P ro p e rty  destined for rem oval from st a le  as subject 
to  ta x a tio n  therein . 11 Al.R2d 98s 

P o w er of leg isla tu re  to rem it, re lease  or com pro­
m ise tax  claim. 28 ALR2d 1425 

V alidity of provision for exem ption from tax a tion  of 
p ro p e rty  tran sferred  to private p a rtie s  for redevelop­
m en t purposes. 44 ALK2d 1446

U'iu-n n g lit i"  refund ol s ta te  or lot al taxes accrues 
w ithin  s ta tu te  h u n tin g  tim e lor app ly ing  for refund 
46 ALR2d 1350

L egislative power lo exem pt from tax ation  pr"|»*rrv 
purposes, or use- ad d ition al to those specified if. 
constitu tion . 61 ALR2d 1031

F inancial h a rd sh ip  or m am hty  to pay taxes as 
ren derin g  inapplicable sta tu te?  denying  remedy in 
in junction against a ssessm en t or collection "f tax im 
ALK2d 550

E xpenses and tuxes deductible by lessee m .tuspid 
mg lessor's oil and  gas royalty or o th e r return . 
ALR2d 1056

Right of proper! \ tax p ay e r to recover hack :.ix iv 
vo lun tarily  Inn m istakenly paid a second or a i i c  nice 
tim e. s4 Ai.R2d 1183.

T ranspo rta tio n , freight, m ailing, " r  handling 
charges billed sep ara te ly  to p u rch ase r of good? 
subject to -.ale- or use laxes 2 ALK4th 1124


