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in any manner its right-of-way lease, or any rights under the

lease, [OR AMY PIPELINE] subject to the lease, whether on state

[PUBLIC] land or other land in the state, either voluntarily or
involuntarily, directly or indirectly, or by transfer of control of any
corporation holding the lease [OR CERTIFICATE OR OWNING THE PIPELINE,]
to any person, without notifying the co.,imlssloner [EXCEPT TO THE

EXTENT THAT THE COMMISSIONER, AFTER CONSIDERATION OF THE PUBLIC INTEREST
CONVENIENCE, AND NECESSITY, BY ORDER AUTHORIZES THE TRANSFER. THE
COMMISSIONER SHALL NOT UNREASONABLY WITHHOLD THIS AUTHORIZATION. THE
APPLICATION SHALL BE DISPOSED OF AS IF THE PROPOSED TRANSFEREE OR
ASSIGNEE WERE MAKING APPLICATION UNDER SECS. 50 - 100 OF THIS CHAPTER].
Sec. 1*1. AS 38.35.170 is repealed and re-enacted to read:

Sec. 38.35.170. FORFEITURE OF LEASE. Failure to begin con—
struction of che pipeline facility within a reasonable time of the
grancing of a right-of-way lease under this chapter for reasons within
the control of the lessee or failure of an owner of an interest
in the granted right-of-way substantially to comply with the terms
of the right-of-way shall be grounds for forfeiture of the right-of-way
interest of the lessee or owner in an action brought by the commis—
sioner in the superior court. Before the commencement of any action for
forfeiture of an interest in a right-of-way under this section,
the commissioner shall give the lessee or owner of the interest notice
in writing of the alleged default and shall not commence the proceeding
unless the lessee or owner of the Interest has failed to initiate good
faith efforts to cure the default within 60 days of the notice of the
alleged default.

Sec. 15. AS 38.35.180 is repealed and re-enacted to read:

Sec. 38.35.180. INJUNCTIONS. When in the judgment of the
commissioner a person has violated or is about to violate a provision
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of this chapter or covenant, term or condition of a lease, the
attorney general, on advice of the commissioner, may seek a
prohibition or mandatory injunction from the superior court to remedy

the violation.

Sec 16. AS 38.35.190(b), (c) and (d), AS 38.35.200 and AS 38.35.220(d)

are repealed.

*

o'

HB

Sec. 17. AS 38-35 is amended by adding a new section to read:

Sec. 38.35-225. JUDICIAL REVIEW OF DECISIONS OF COPi.FfIISSIONER OM

APPLICATION. (@) An applicant or competing applicant or a person
who raises objections within 60 days of the publication of notice under

sec. 70 of this chapter are the only persons with standing to seek

judicial review of a decision of the commissioner.

(b) The only grounds for which judicial review of a decision

of the commissioner are

(1) failure to follow the procedures set out in this
chapter; or
(2) abuse of discretion so capr”™jious, arbitrary
or confiscatory as to constitute a denial of due process.
Sec. 13. AS 38.35.230 is repealed and re-enacted to read:
Sec. 38.35.230. DEFINITIONS. In this chapter
(1) “commissioner™ means the commissioner of natural

resources;

(2) "natural gas™ includes all hydrocarbons produced at

the wellhead not defined as oil;

(3) "oi." lincludes crude petroleum uil and other hydrocarbons
regardless of gravity which are produced at the wellhead in liquid
form and the liquid hydrocarbons known as distillate or condensate
recovered or extracted from gas, other than gas produced in association

with oil and commonly known as casinghead gas;

3 -14-
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(4) "product™ means refined crude oil, crude tops,
topped crude, processed crude petroleum, residue frori crude petroleum,
cracking stock, uncracked fuel oil, fuel oil, “rcaced crude oil,
residuum, gas oil, casinghead gasoline, natural gas gasoline,
naphtha, distillate, gasoline, kerosene, benzine, wash oil, ;aste oil,
blended gasoline, lubricating oil, blends or mixtures of petroleum and
any liquid products or by-product derived from crude petroleum oil or
natural gas;
(5) ‘"state land" means
(A) "state lands™ as defined in AS 38.05.365;
(B) public land of the United States selected bythe
state under sec. 6 of the Alaska Statehood Act of 1958 (PL 85-508;
72 Stat. 399)> as amended, and real property of the United
States transferred to the state under secs. 21, 35 and ~5u.” the
Alaska Omnibus Act of 1959 (PL 86 - 70; 73 Stat. 171), as
amended.
Sec. 19- AS 09.55-270(a)(12) is amended to read:
(1?) [SUBJECT TO THE REQUIREMENTS OF THE ALASKA RIGHT-OF-WAY
LEASING ACT OF 1972 (AS 38.35),] for the location of pipelines for
gathering, transmitting, transporting, storing, or delivering natural
or artificial gas or oil or any liquid or gaseous hydrocarbons,
including, but not limited to, pumping stations, terminals, storage
tanks, or reservoirs, and related installations.
Sec. 20 AS 38.05.020(c)(1l) is amended to read:
(1) granting leases of state [PUBLIC] Iland [AND ISSUING
CERTIFICATES] for pipeline right-of-way purposes;
Sec. 21. AS 38.05.020(c)(2) is amended to read:
2 leasing, purchasing, or otherwise acquiring (including
condemning by declaration of taking), easements or other interests in
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[ON PRIVATE OR FEDERAL] 1land in this state for thepurpose of utilizing
or granting leases of the land, easements or interests for pipeline
right-of-way purposes]
Sec. 22. AS 36.05.020(c)(3) Is repealed.
Sec. 2£. AS 38.05.020(c)(4) isamended to read:

4 investigating any matters concerning any lessee
[CARRIER] with a view to assuring compliance by it with its
right-of-way lease, [CERTIFICATES ISSUED UNDER THAT LEASE,] this
chapter, and any other applicable state or federal law;
Sec. 24. AS 38.05-330 is amended to read:

Sec. 38.05.330. PERMITS. The director, without the prior
approval of the commissioner, may issue permits, rights-of-way or
easements on state land for secondary roads, trails, ditches, field
gathering lines or transmission and distribution pipelines not
subject to AS 38.35, telephone and transmission lines, log storage,
oil well drilling sites and production facilities for the purposes
of recovering minerals from adjacent lands under valid lease, and
other similar uses or improvements, or for the limited personal use
of timber or materials. The commissioner, upon recommendation of the
director, shall establish a reasonable rate or fee schedule to be
charged for these uses. In the granting, suspension or revocation of
a permit or easement of lands, the director shall give preference to
that use of the land which will be of greatest economic benefit to the
state and the development of its resources. However, first preference
shall be granted to the upland owner for the use of a tract of tideland,
or tideland and contiguous submerged land, which is seaward of the
upland property of the upland owner and which is needed by the upland

owner for any of the purposes for which the use may be granted.

Sec. 25. This Act takes effect on the day after its passage and

3 ~16~
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COMMITTEE REPORT

SENATE
Mr. President: Date < . Soem
/
(

The Committee on has had

ot >AH e e PR B Y O | 0 S )
under consideration. A Major ity of the members of the Committee
() recommends it DO PASS
() recommends it DO NOT PASS
() recommends it DOPASS WITH ATTACHED AMENDMENT(S)

- LiflIf 1A eo>im

() recommends it BE REPLACED WITH CSFOR AND THAT

CS FOR DO TASS

() ™"and™ recommends it BE REFERRED TO THE

COMMITTEE
() reports it back WITHOUT RECOMMENDATION
() ™"other™

Members signing the Majority report:

Members NOT concurring in the Majority report:

recommends:

recommends:

recommends:

recommends:

recommends:

Cha irman
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COMMITTEE REPORT

Mr. Speaker: Date
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under consideration. A Majority of the members of the Committee

( )recommends it DO PASS
( )recommends it DONOT PASS
( yrecommends it DOPASS WITH ATTACHED AMENDMENT(S)

( )recommends it BE REPLACED WITH CSFOR AND THAT

CS FOR DO PASS
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Members signing the Majority report:
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AGO 78829L



‘Ar Act relating to the oil and 7a3 properties production tax; and

mproviding for an effective date,’
COMMITTEE REPORT
Nov ' her 1, - w3 HOUSE
Mr. Speaker: Date __/// _ ________________
The Committee on Nj.nari":1 ha5 had

under consideration. A Major ity of the members of the Committee
( )recommends it DO PASS
( )recommends it DONOT PASS
( )recommends it DOPASS WITH ATTACHED AMENDMENT(S)
( )recommends it BE REPLACED WITH CSFOR AND THAT
CS FOR DO PASS
() "and"™ recommends it BE REFERRED TO THE
COMM ITTEE
() reports it back WITHOUT RECOMMENDATION
( )"other"
Members signing the Major ity report:
<. . e rjt-3'y o _ L ____
Members NOT concurring in the Majority report:
recommends:
recommends:
recommends:
recommends:
recommends:
- & | AY-VW Cha i rman
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MEM 0 RANDUM

TO: Chairmen and Members DATE: November 21, 1973
Senate and House Finance

FROM: J. H. Hogan, Director SUBJ: Oil and Gas Severance
Legislative Finance Tax - SB 4

The Free Conference Committee version of the Act relating to
the oil and gas properties production tax made four subStantial
changes from “the existing law.

1. Rates

The existing lav; taxes oil at the rates of 3, 5 6, and
8 percent on various brackets of production from 30

barrels per day through production in excess of 2500
harrels Eer day. The  Act phan?es the tax to 5, 6, and
S percent on brackets ranging from the first 300 barrels
per da¥ to all production”in”excess of 1000 barrels per
day. The net effect of this i® to increase the rate of
tax on the lowest rate of production from 3 -5 percent
and to bring the former top 8 Bercent tax rate into play
earlier, ali production over 1000 barrels per day as

opposed to all production over 2500 barrels per day.

According to information received yesterday from the
Division™of Oil and Gas, the comparison of projected
receipts under both the new and the old rates 1s

. SB 4
Fiscal Years Current Law New Law

74 $ 10,742,000 $ 13,260,000
75 10,383,000 14.786.000
76 10,298,000 14.446.000

10,081,000 13.859.000
;g 58,523,000 82,985,000
79 118,550,000 174.402.000
80 144,605,000 204.687.000

ago 738293 /



LOWEL|S_E¥?-|TOO|5/|AS n MAJORITY LEASER

7022 TANAIir.'"A DPIVS COMM IT TECS

HEALTH, WELTARE AND
ANCHORAGE. ALASKA 99502 EDUCATION — CHAIRMAN
WHILE IN JUNEAU RESOURCES
POUCH V

JUNEAU, ALASKA JDO0I RULES

Semite

November 10, 1973

The Hon. Terr%,MiIIer, Senate President
The Hon. Tom Pink, Speaker of the House
Alaska State Legislature

Mr. President:

Mr. Speaker:

In makln%| this Free Conference Committee Report, the conferees
wish to declare no intention whatsoever to set a lasting tax
schedule as regards production of oil and gas from either Cook
Inlet or me North Slope, and in fact, we wish to state our
1;|rtm belief that substantial changes will be required in the
uture.

The compromise that we have reached represents basically no
change in the ultimate impact to the North Slope future produc-
tion, different than that contained in the Governor's bill
presented to us during the early stages of this session.

We understand that the changes which we have made insofar, as
they relate to Cook Inlet pToduction represent a compi -...is0
in which the level proposed by this bill will be less than
one-half the difference between the existing lav: and that sug-
gested by the House Finance Committee Subsfitute proposal.

Respectfully submitted,

: 0 <0 ¢ Ky
Y?W4 VY - . .
Senator Lowell Thomas,) Jr. Representative Andrew Warwick
Chairman _ A Vice Chairman
a
\ [ 1 /
/ fV -1 , e _ _
' eﬁator C. R. Leviig Representative Robert Ilartig

1

9 NT I ol >)//;/ " i
/ o < . /3&%5/)/& L/

X Y 7 9w Vi -
'Lena uor sonr. made hOJ?esentaHv0~*Iﬁuss Meek:L11s
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Oil based upon the average daily production for each well

SENATE 3%
5%
6%
8%

HOUSE

FREE CONFERENCE 5%

on
on
on
on

SENATE/HOUSE/FREE CONFERENCE SEVERANCE TAX COMPARISON

the
the
the
all

PER CENT OF VALUE

first 300 barrels;

next 700 barrels;

next 1,500 barrels; and
production in excess of

2,500 barrels.

on the first 300 barrels;

6% on the next 700 barrels;

8%

on

all

production in excess of

1,000 barrels.

Effective Cook Inlet Tax Rate
oil)

(1,000 BPD of 35 degree API

Per Cent of Value
Cents Per Barrel

* This is the percentage equivalent of $.339 cents per barrel

SENATE

4.4%
$.1715

for the calendar month in barrels, the tax Iis:

CENTS PER BARREL FLOOR

(27.Deqree Gravity)

h P P B

.10125 on each of the first 300 barrels;
.15875 on each of the next 700 barrels;
.2025 on each of the next 1,500 barrels;
.2700 on each barrel of production in excess

of 2,500 barrels.

.113 on
.226 on
.301 on
.376 on

#H hH BHPH

©“H H PH

wells
wells
wells
wells

producing 100 BPD or less;
producing 101-1000 BPD;
producing 1001-2000 BPD;
producing 2001 BPD or more

.16875 on each of the first 300 barrels;
.2025 on each of the next 700 barrels;
.2700 on each barrel of production in excess

of 1,000 barrels.

HOUSE FREE CONFERENCE "SPLITS"

3.59%*
$.339

(Current Take/House)

5.72% . 6.5%

$.2232

-$.2553

tax on $3.90 wellhead value.



The Legislature of the State of Alaska.

First Special Session -

RE

Bj?l entification: SB-4 , HD4

Title:  Oil and Gas Properties Production Tax

Requested by: Legislative Finance Date: In/TI7T1

Return Date Requested: October 17 or 7\SAP

Agency:Revenue & Natural Resources Program;

. EISCAL DETAIL _ L :
BudEet Request Un|t#s) Affected: Division of Oil and Gas
A. EXPENDITURES: housands of dollars!
OBJECT FY FY 75 FY 76 FY 77 FY 78  FY 79

100  PERSONAL SERVICES 12.0 25.0  26.2 53 my 57.8 60.6
200 TRAVEL 5.0 105  11.0 23.2 24.4 25.6 ~
300  CONTRACTUAL
1100~ COMMODITIES 0.3 0.5 0.5 1.2 1.2 1.3
500  EQUIPMENT 2.0 4.0 4.2 8.8 9.2 9.8
gbo LAND & STRUCTURES
00  GRANTS, CLAIMS, ETC.

TOTAL 19.3 40.0 419 88.2 92.6 97 .3

B. FUNDING: (Thousands of dollars)

GENERAL FUND 19.3 an.n Al Q Rfi 2 92 .6 97 .3 _

FEDERAL FUNDS

OTHER

C. POSITIONS

PERMANENT/TEMPORARY 1/ 1/ / 0/ 2 f 2/

MAN MONTHS (P./T.) 6/ 1?7/ .]%/ 2y 24w

FISCAL NOTE
Eighth Legislature

[11.  ANALYSIS (See Fiscal Note Preparation Instructions, Section II1I)

Desired increase of field control of qoil and
meter checking and meter
engineer now and a second petro

comes on stream.

V.. ATTACHMENTS

_ gas run tickets,
prOV|nP will :equire one additional petroleum
eum engineer when North F~ope production

v PREPARED BY:

Management

V. DATE: now
Original: Legislative Finance
cC. Budget and

“Prime Sponsor |

irst Legislator Named)
AGO 788296



FINANCE COMMITTEE REPORT
ON
HOUSE BILL MO. N

inance Committee has had House Bill
ty of tlie members of the Com

ith a Committee Substitute
ubstitute do Pass. The

t
S
major changes from the bil

0

1. The existing law provides for a combination percenta%e,of
?ross value/cents %e_r barrel severance tax on all oil produced in
he State. House Bill ™ as introduced, and later revised by the
Governor, would have continued this approach with a slight increase
in the cents per barrel severance tax “floor.

No. 4 under consideration
mittee have recommended it
for House Bill , and that
Committee Substitute makes
| as introduced:

The Committee Substitute does away with the percentage of
P_ross value portion of the tax on oil and substitutes coniplete re-
Alaguce on a cents per barrel severance tax on crude oil. The Com-
jtin 19U Xre i 45 L/J\n.l‘_1x'.wvu.aqxu~x/\io Duuruu ow awitic ve xv-liL uird oc "a "Ea jix
and just return on an important unrenewable resource, namely crude
oil.” After much deliberation, the Committee felt a schedule of
cents per barrel tax rates levied upon various gravity oils and
mgraduated with regard to the ability of wells to produce crude oil
wc-uld assure a fatr return to the state.

4-v» ~
I/iic

2. One of the pr rciple objections to a cents per barrel
schedule has been related to its ‘apparent "inflexibility". To
overcome this objection, the Committee has included a provision
that would allow "escalation of the entire cents Per barrel tax
schedule with the highest price paid for the state of Alaska royal-
ty crude oil. Currently the p”ice reference would be the price be-
ing paid by the Tesoro Petrolc n Corporation.

3. Consistent with language in its Committee Substitute for
House Bill 1, the Committee inserted the word municipality in place
of political subdivision wherever it occurred.

J. The Committee Substitute re[l)eals two portions of existing
lav;. 'AS "3.55.010(e) and AS ~3.55*015 were necessarily repealed
when the Committee chose torecommend only one system ofseverance
taxation on oil, namely thecents per barrel approach.

5. Definition changesare as follows:

_ A. "Averagze daily per WeIIJJroduction" was changed to
Rrowde for a weighted averaging of days. The original bill would
ave allowed a well which Rroduced onlﬁ one day during the month to
be averaged at a full months value with wells producing 30 days
during the month.

B. "Gravity" was further explained by the addition of a

formula.

_ C. "Lease or property" was further clarified b;{ the addi-
tion of language similar to the definition developed by the Commit-
tee in its Committee Substitute for House Bill 1.

AGO 788297



6, The Committee Substitute contains a severabilit% clause
which in essence provides that should any portion of the Act De
found unconstitutional, the remainder of”the Act will not be affect-

ed .



BY THE RULES COMMITTEE BY

IN THE HOUSE REQUEST OF THE GOVERNOR

HOUSE BILL NO. 4
IN THE LEGISLATURE OF THE STATE OF ALASKA
EIGHTH LEGISLATURE - FIRST SPECIAL SESSION

A BILL

For an Act entitled: "An Act relating to the oil and gas properties

BE

production tax; and providing for an effective date.”

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

K Section 1. AS ~3.55*010 is amended to read:

Sec. 43*55*010. GROSS PRODUCTION TAX. (@) There is levied upon
the producer of oil or [AND] gas a tax basedupon a per cent of the
gross value at the well of all oil or [AND] gas removed or sold from
each lease or property in the state, less the value of any part the
ownership or right to which is exempt from taxation. The tax is
determined according to the following schedules, andany part which is
exempt from taxation 1is deducted from the tax levied on a pro rata

basis as to each produc ”on level tax bracket:

(1) oil: based upon the ,,>tal production from each lease
or property [AVERAGE DAILY PRODUCTION FOR EACH WELL] for the calendar

month in barrels, the tax is

(A) three per cent on the first 300 barrels of average

daily per well production;

(B) five per cent on the next 700 barrels of average

daily per well production;

(C) six per cent on the next 1,500 barrels of average

dally per well production; and

(D) eight per cent on all production in excess of 2,500

barrels of average daily per well production;
(2) gas: the tax [RATE] is four per cent of the gross
-1- HB H
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value of the gasand liquid products produced each month.

(b)The [PAYMENT OP THE] tax Imposed by this chapter is in
place [LIEU] of all [AD VALOREM] taxes now [OR HEREAFTER] imposed by
the state or any of its political subdivisions upon, and neither
ohe state nor a political subdivision may Impose a tax
upon

(1) property rights attached to or inherent in tlie right
to explore for or produce oil or gas ™ [,]

@)) [PRODUCING] oil or gas leases or properties, whether
producing or not; [,]

(3) oil or gas in place;

(i)) oil or [AND] gas produced or extracted in the state j_
[UPON WHICH GROSS PRODUCTION TAXES ARE PAID, AND]

(5) an interest [INVESTMENT] in property described in this

subsection; or [SECTION]

(6) the value of intangible drilling and development expenses
and exploration expenses.

(c) An interest in the land not described in (b) of this section
may [SHALL] be assessed and taxed under other provisions of state
law [AS OTHER PROPERTY WITHIN THE TAXING DISTRICT IN WHICH THE
PROPERTY IS LOCATED].

(d) The [GROSS PRODUCTION] tax imposed by this chapter is not in
place [LIEU] of the tax imposed by AS 43-57 or income taxes or [EXCISE]
taxes upon the retail sale of oil or [AND] gas products.

(e) If on a tax payment date the amount of tax due under (a)(l) of
this section is less than the tax due under sec. 15 of this chapter,
the tax levied in sec. 15 of this chapter is payable in place of the
tax levied in this section [AND THE TAX LEVIED IN THIS SECTION NEED

NOT BE PAID].

HB 4 -
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* Sec. 2. AS 43.55.015 1is repealed and re-enacted to read:

Sec. 43.55.015. TAX PER BARREL OP OIL. (@ There 1is levied
upon the producer of oil a tax on each barrel of oil removed or sold
from each lease or property In the state, less any part the ownership
or right to which is exempt from taxation. The tax is determinca
according to the following cents per Darrel tax schedule arid any part
which is exempt from taxation is deductedfrom the tax levied on a
pro rata basis as to each production level bracket:

(1) $.10125 on the first 300 barrels of average daily
per well production;

(2) $.16875 on the next 700 barrels of average daily
per well production;

(3) . $.2025 on the next 1,500 barrels of average daily
per well production;

(4) $.2700 on all production in excess of 2,500 barrels
cf average daily per well production.

(b) The cents per barrel tax schedule set out in this section
applies to oil of 27 degrees APl gravity. For each degree of API
gravity less than 27 degrees the cents perbarrel tax in each production
level bracket shall be reduced by two per cent of the base rate for
27 degree oil and for each degree of APl gravity greater than 27
degrees the cents per barrel tax for each production level bracket
shall be increased by two per cent of the base rate for 27 degree oil;
except that oil above 40 degrees APl gravity shall be taxed as
40 degree oil. In applying the gravity adjustment under this
subsection, fractional degrees of APl gravity shall be disregarded.

(c) The tax levied by this section shall be administered and
paid in the same manner as the tax levied in sec. 10 of this chapter.

(d) If on a tax payment date the amount of tax due under this

-3- HB 4
AGO 708301



©

B KB B B

20

8 B N B B

section is equal to or less than the tax due under sec. 10(a)(l) of
this chapter, the tax levied in sec. 10(a)(l) of this chapter is
payable in place of the tax levied in this section.

(e) When the tax levied under this section is payable, an
amount not less than $.05 for each barrel of oil produced shall be paid
by the state out of its royalties from the oil, whenever payment by
the state 1is required under the revenue-sharing provisions of
sec. 9 of the Alaska Native Claims Settlement Act (PL 92-203; 85 Stat.
688, *13 U.S.C. 1601 et seq.), into the Alaska Native Fund until all
amounts paid in the fund equal $500,000,000.

Sec. 3. AS 3-55170 is amended by adding new paragraphs to read:

(6) "intangible drilling and development expenses" means
those expenses defined in sec. 263(c) of the United States Internal
Revenue Code as defined on the effective date of this paragraph;

(7) "the ownership or rignt to which is exempt from
taxation” means any ownership interest of the federal government or
the state;

(8) "produced" means the removal or sale of oil or gas from
a lease or property in the state;

(9) “production” means the volume or quantity of oil or
gas removed or sold from a lease or property in the state;

(10) APl gravity" means the specific gravity of oil
measured in degrees on the American Petroleum Institute scale;

(11) Taverage daily per well production™ means the amount
calculated by dividing the total number of barrels of oil produced
from each lease or property during th. calendar month by the total
number cf wells produced on the lease or property any time during the
calendar month and dividing that amount by the total number of days in

the calendar month;

HB #



(12) "lease or property” means a lease or property including,
but not limited to, a unitization or pooling agreement under the
provisions of Section 61*I(b)(3) of the Internal Revenue Code of 195**
as defined upon the effective date of this paragraph.

Sec. ®. This Act takes effect January 1, 197*1.

AGO 788303



Original sponsor: Rules Committee by Offered: 10/30/73
request of the Governor

IN THE HOUSE BY THE FINANCE COMMITTEE
CS FOR HOUSE BILL NO. 4
IN THE LEGISLATURE OF THE STATE OF ALASKA
EIGHTH LEGISLATURE - FIRST SPECIAL SESSION
A BILL
For an Act entitled: "An Act relating to the oil and gas properties
production tax; and providing for an effective date."

BE IT ENACTEDBY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 43.55.010(a) isrepealed and re-enacted to read: s

G B B B B
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22
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27

(a)There is levied upon every person producing oil or gas a
tax on each barrel of oil produced within the state and on the gross
value at the well oi all gas produced within the state, both less
any part or value of any part the ownership or right to which is
exempt from taxation. The tax is upon the whole production, including
what is commonly known as the royalty interest, and is levied according
to the following schedules:

(1) oil: based upon the average daily per well production

and the average gravity of the oil sold from each lease or property

for the calendar month in barrels, the tax on each barrel of oil

produced 1is:

Production Ratt

100 BPD 101-1000 100 2000 2001 BPD
Gravity or less BPD oPD or more
20.9<= and below $.091 $.182 $.243 $.304
21.0= - 23.9° .098 .197 .262 .328
24.0= - 26.9° .106 .211 .282 .352
27.0= - 29.9< .113 226 .301 .376
30.0< - 32.9° -120 .240 .320 -400
33.0= - 35.9°< .127 .254 .339 .424
-1- CSHB 4
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36.0< 38.9< .134 .269 .358 .448
39.0° - 41.9°< .142 .283 378 472
42.0= and above .149 .298 .397 .496
(2) oil: if 10 per cent of the highest price paid for
State of Alaska royalty crude oil 30.0 - 30.9 gravity exceeds $.40,

the tax for oil of 30.0
or more as shown

cents per barrel equivalent

for State of Alaska royalty crude oil

per barrel taxes
the same percentage.
rates accordingly at

®3)

value of the gas and

gas:
# Sec. 2. AS 43.55.010(b),

(b)
place [LIEU] of all

the state or any of

and neither the state nor a municipality may

In (1) of this subsection shall be

in the other production ranges shall be

The department shall

the tax rate shall

The [PAYMENT OF THE] tax

[AD VALOREM] taxes now [OR HEREAFTER]

its municipalities [POLITICAL SUBDIVISIONS]

- 32.9 gravity from wells producing 2001 BPD

increased to a
to 10 per cent of the highest price paid

30.0 The cents

- 30.9 gravity.
increased by

adjust and post the tax

least semi-annually.

be four per cent of the gross

liquid products produced.

(c) and (d) are amended to read:

imposed by this chapter is in
imposed by
uponx

impose a tax upon

(1) property rights attached to or inherent in the right
to explore for or produce oil or gasx [,]

(2) [PRODUCING] oil or gas leases or properties, whether
producing or not; [,]

(3) oil or gas in place;

(4) oil or [AND] gas produced or extracted in the state”

[UPON WHICH GROSS PRODUCTION TAXES ARE PAID,

(5) an
subsection; or
(6)

the value of

3SHB 4

Interest [INVESTMENT]

AND]

in property described in this

intangible drilling anddevelopment expenses

-2-
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and exploration expenses [SECTION],

(c) An interest in the land not described in (b) of this section
may [SHALL] be assessed and taxed under other provisions of state
law [AS OTHER PROPERTY WITHIN THE TAXING DISTRICT IN WHICH THE PROPERTY
IS LOCATED],

(d) The [GROSS PRODUCTION] tax Imposed by this chapter is not
in place [LIEU] of the tax Imposed by ch. 57 of this title or income
taxes or [EXCISE] taxes upon the retail saleof oil or [AND] gas
products.

Sec. 3. AS *13.55.010(e) 1is repealed.
Sec. *L. AS *13-55.015 1is repealed.
Sec. 5. AS *13.55 is amended by adding a newsection to read:

Sec. *13.55.016. NATIVE CLAIMS PAYMENTS. When the tax levied
under sec. 10 of this chapter is payable, an amount not less than
$.05 for each barrel of oil produced shall be paid by the state out
of its royalties from the oil, whenever payment by the state is
required under the revenue-sharing provisions of sec. 9 of the Alaska
Native Claims Settlement Act (PL 92-203; 85 stat. 688; 43 U.S.C.

1601 et.seq.), into the Alaska Native Fund until all amounts paid
in the fund equal $500,000,000.
Sec. 6. AS 43.55.140 is amended by adding new paragraphs to read:

(6) Taverage daily per well production™ means the amount
calculated by dividing the total number of barrels of oil produced
from each lease or property during the calendar month by the number
of 24 hour days each well produced on the lease or property any time
during the calendar month;

(7) "gravity" means the APl gravity of oil measured at

60= F. and is determined by the following formula:

APl Gravity = 131.5
ravity Spec?ric Gravity —

-3- CSHB 4
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(8) Mintangible drilling and development expenses"™ means
those expenses defined in sec. 263(c) of the United States Internal
Revenue Cede of 195" as of the effective date of this paragraph;

(9) "lease or property" means a lease or property Including
mineral interests in oil and gas and working interests, royalty
interests and overriding royalty interests in oil and gas leases and
unitization or pooling agreements under the provisions of sec. 614(b)(3)
of the Internal Revenue Code of 1954 as of the effective date of this
paragraph;

(10) "ownership or right to which is exempt from taxation"
means any ownership interest of the federal government or the state;

(11) “produce" means to remove or sell oil or gas from a
lease or property in the state;

(12) "production™ means the volume or quantity of oil or

B B R b B R B B

gas removed or sold from a lease or property in the state.
* Sec. 7. If any provision of this Act, or the application of it to any
person or circumstance 1is held invalid, the remainder of this Act and the

application to other persons or circumstances is not affected by that

holding.

N R B

8

B8 B N B B

* Sec. 8. This Act takes effect January 1, 1974.

CSHB 4
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Original sponsor: Rules Committee by Offered: 10/30/73

request of the Governor Referred: Rules
I IN THE SENATE BY THE FINANCE COMMITTEE
2 CS FOR SENATE BILL NO. 4
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
4 EIGHTH LEGISLATURE - FIRST SPECIAL SESSION
5 A BILL
6 For an Act entitled: "An Act relating to the oil and gas properties
7 production tax; and providing for an effective date."
g8 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
9 # Section 1. AS 43.55*010 is amended to read:
10 Sec. 43.55.010. GROSS PRODUCTION TAX. (@) There 1is levied upon
n the producer of oil or [AND] gas a tax based upon a per cent of the
12 gross value at the well of all oil or [AND] gas removed or sold from
13 each lease or property in the state, less the value of any part the
7 ownership or right to which is exempt from taxation. The tax is
determined according to the following schedules, andany part which is
exempt from taxation is deducted from the tax levied on a pro rata
17 basis as to each production level tax bracket:
(1] oil: based upon the average dally production for each
well for the calendar month in barrels, the tax is
20 (A) three per cent on the first 300 barrels;
il (B) five per cent on the next /00 barrels;
2 (C) six per cent on t!" next 1,500 barrels; and
= (D) eight per cent on all production in excess of 2,500
2 barrels;
2 (2) gas: the tax [RATE] is four per cent of the gross
% value of the gas and liquid products produced each month.
2 (b)The [PAYMENT OF THE] tax Imposed by this chapter is in
3 place[LIEU] of all [AD VALOREM] taxes now [OR HEREAFTER] imposed by
29 the state or any ofits political subdivisions upon, and neither

-1- CSSB 4 (Finance) uwi
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the state nor a political subdivision may Impose a tax upon

(1) property rights attached to or inherent in the
right to explore for or produceoil or gas”® [.1

(2) producing oil or gas leases,

(3) oil or [AND] gas produced or extracted in the state j_
[UPON WHICH GROSS PRODUCTION TAXES ARE PAID, AND]

(A) an interest [INVESTMENT] in property described in this

subsection; or

(5) the value of Intangible drilling and exploration
expenses [SECTION].

(c) An interest in ~he land not described in (b) of this section
may [SHALL] be assessed and taxed under other provisions of state
law [AS OTHER PROPERTY WITHIN THE TAXING DISTRICT IN WHICHTHE
PROPERTY IS LOCATED].

(d) The [GROSS PRODUCTION] tax Imposed by this chapter is not
in place [LIEU] of the tax imposed by ch. 57 of this title or income
taxes or [EXCISE] taxes upon the retail sale of oil or [AND] gas
products.

(e) If on a tax payment date the amount of tax due under (a)

(1) of this section is less than the tax due under sec. 15 of this
chapter, the tax levied in sec. 15 of this chapter is payable in place
of the tax levied in this section [AND THE TAX LEVIED IN THIS SECTION
NEED NOT BE PAID].

Sec. 2. AS A3.55.015 is repealed and re-enacted to read:

Sec. A3.55.015. TAX PER BARREL OF OIL. (@) There is levied
upon the producer of oil a tax on each barrel of oil removed or sold
from each lease or properly in the state less any part the ownership
or right to which is exempt from taxation. The tax is based upon

the average daily production for each well for the calendar month in

CSSB A (Finance) anm -2-
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barrels determined accord""g to the following schedule and any part
which is exempt from taxation is deducted from the tax levied on a pro
rata basis as to each production level bracket:

(1) $.10125 on each of the first 300 barrels;

(2) $.16875 on each of the next 700 barrels;

(3) $.2025 on each of the next 1,500 barrels;

A) $.2700 on each barrel of production in excess of 2,500
barrels.

(b) The cents per barrel tax schedule set out in this section
applies to oil of 27 degrees APl gravity. For each degree of API
gravity less than 27 degrees the cents per barrel tax in each produc—
tion level bracket shall be reduced by two per cent of the base rate
for 27 degree oil and for each degree of APl gravity greater than 27
degreesthe cents oer barrel tax for each production level bracket
shall be increased by two per cent of the base rate for 27 degree oil;
except that oil above A0 degrees APl gravity shall be taxed as
A0 degree oil. In applying the gravity adjustment under this sub-—
section, fractional degrees of APl gravity shall be disregarded.

(c) The tax levied by this section shall be administered and
paid In the same manner as the tax levied in sec. 10 of this chapter.

(d If on a tax payment date the amount C tax due under this
section is equal to or less than the tax due under sec. 10(a)(l) of
this chapter, the tax levied In sec. 10(a)(l) of this chapter is
payable in place of the tax levied in this section.

(e) When the tax levied under this section is payable, an
amount not less than $.05 for each barrel of oil produced shall be
paid by the state out of its royalties from the oil, whenever payment:

by the state is required under the revenue-sharing provisions of

sec. 9 of the Alaska Native Claims Settlement Act (PL 92-203; 85 Stat.
“3< CSSB A (Finance) am
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688; *13 U.S.C. 1601 et seq.), into the Alaska Native Fund until all
amounts paid in the fund equal $500,000,000.
* Sec. 3. AS ~3-55-170 1is amended by adding new paragraphs to read:

(6) "API gravity" means the specific gravity of oil
measured in degrees on the American Petroleum Institute scale;

(7) "Intangible drilling expenses" as defined in sec.

263(c) of the United States Internal Revenue Code as defined on the
effective date of this paragraph;

(8) "lease or property” means a lease or property including
mineral Interests in oil and gas and working interest, royalty inter—
ests and overriding royalty interests in oil and gas leases and
unitization or pooling agreements under the provisions of sec. 61* (b)(3)
of the Internal Revenue Code of 195** as defined upon the effective
date of this paragraph;

(9) "ownership or right to which is exempt from taxation"”
means any ownership interest of the federal government or the state;

(10) "produced" means the removal or sale of oil or gas
from a lease or property in the state;

(11) “"production™ means the volume or quantity of oil or
gas removed or sold from a lease or property in the stcte.

Sec. *. This Act takes effect January 1, 197**.

CSSB 4 (Finance) am
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BY THE RULES COMMITTEE BY
IN THE SENATE REQUEST OP THE GOVERNOR

SENATE BILL NO. 4
IN THE LEGISLATURE OP THE STATE OP ALASKA
EIGHTH LEGISLATURE - FIRST SPECIAL SESSION
A BILL
For an Act entitled: "An Act relating to the oil and gas properties
production tax] and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OP ALASKA:
* Section 1. AS 1J3.55-01u is amended to read:

Sec. 43.55-010. GROSS PRODUCTION TAX. (a) There Is levied upon
the producer of oil or [AND] gas a tax based upon a per cent of the
gross value at the well of all oil or [AND] gas removed or sold from
each lease or property in the state, less the value of any part the
ownership or right to which is exempt from taxation. The tax is
determined according to the following schedules, and any part which 1is
exempt from taxation Is deducted from the tax levied on a pro rata
basis as to each production level tax bracket:

(1) oil: based upon the total production from each lease
or property [AVERAGE DAILY PRODUCTION FOR EACH WELL] for the calendar

month in barrels, the tax is

(A) three per cent on the first 300 barrels of average

dally per well production;

(B) five per cent on the next 700 barrels of average

daily per v/ell production;

(C) six per cent on the next 1,500 barrels of average

dally per well production; and

(D) eight per cent on all production In excess of 2,500

barrels of average daily per well production;
(2) gas: the tax [RATE] is four per cent of the gross
-1- SB H
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value of the gas and liquid products produced each month.

(b) The [PAYMENT OP TIIE] tax Imposed b.y this chapter s in
place [LIEU] of all [AD VALOREM] taxes now [OR HEREAFTER] imposed by
the state or any of its political subdivisions upon, and neither
the state nor a political subdivision may impose a tax
upon

(1) property rights attached to or Inherent in the right
to explore for or produce oil or gas®. Cjl

(2) [PRODUCING] oil or gas leases or properties, whether
producing or not; [,]

(3) oil or gas in place:

@3 oil or [AND] gas produced or extracted in the state”
[UPON WHICH GROSS PRODUCTION TAXES ARE PAID, AND]

(5) an interest [INVESTMENT] in propertydescribed 1in this
subsection: or [SECTION]

(6) the value of intangible drilling and development expenses
and exploration expenses.

(c) An interest In the land not described in (b) of this section
may [SHALL] be assessed and taxed under other provisions of state
law [AS OTHER PROPERTY WITHIN THE TAXING DISTRICT IN WHICH THE
PROPERTY IS LOCATED].

(d) The [GROSS PRODUCTION] tax imposed by this chapter is not in
place [LIEU] of the tax imposed by AS ~3-57 or income taxes or [EXCISE]
taxes upon the retail sale of oil or [AND] gas products.

(e) If on a tax payment date the amount of tax due under (a)(l) of
this section is less than the tax due under sec. 15 of this chapter,
the tax levied in sec. 15 of this chapter is payable in place of the

tax levied in this section [AND THE TAX LEVIED IN THIS SECTION NEED

NOT BE PAID].

AGO 788314
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* Sec. 2. AS 43.55.015 1is repealed and re-enacted to read:

Sec. 43.55.015. TAX PER DARREL OF OIL. (a) There 1is levied
upon the producer of oil a cax on each barrel of oil removed or sold
from each lease or property in the state, less any part the ownership
or right to which is exempt from taxation. The tax is determined
according to the following cents per barrel tax schedule and any part
which is exempt from taxation isdeducted from the tax levied on a
pro rata basis as to each production level bracket:

(1) $.10125 on the first 300 barrels of average daily
per well production;

(2) $.16675 on the next 700 barrels of average daily
per well production;

(3 $.2025 on the next 1,500 barrels of average daily
per well production;

(4) $.2700 on all production in excess of 2,500 barrels
of average daily per well production.

(b) The cents per barrel tax schedule set out in this section

applies to oil of 27 degrees APlgravity. For each degree of API

gravity less than 27 degrees thecents per barrel tax in each production

level bracket shall be reduced by two per cent of the base rate for
27 degree oil and for each degree of APl gravity greater than 27
degrees the cents per barrel tax for each production level bracket
shall be increased by two per cent of the b»Be rate for 27 degree oil;
except that oil above 4u Degrees APl gravity shall be taxed as
40 degree oil. In applying the gravity adjustment under this
subsection, fractional degrees of APl gravity shall be disregarded.
(c) The tax levied by this section shall be administered and

paid in the same manner as the tax levied In sec. 10 of this chapter.
(d If on a tax payment date the amount of tax due under this
-3- SB 4
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section 1is equal to or less than the tax due under sec. 10(a)(1) of
this chapter, the tax levied in sec. 10(¢a)(l) of this chapter is
payable in place of the tax levied in this section.

(e) V/hen the tax levied under this section is payable, an
amount not less than $.05 for each barrel of oil produced shall be paid
by the state out of its royalties from the oil, whenever payment by
the state is required under the revenue-sharing provisions of
sec. 9 of the Alaska Native Claims Settlement Act (PL 92-203; 85 stal.
688, *3 U.S.C. 1601 et seq.), into the Alaska Native Fund until all
amounts paid in the fund equal $500,000,000.

# Sec. 3- AS *)3.55.1**0 is amended by adding new paragraphs to read:

(6) "intangible drilling and development expenses" means
those expenses defined in sec. 263(c) of the United States Internal
Revenue Code as defined on the effective date of this paragraph;

(7) "the ownership or right to which is exempt from
taxati"n" means any ownership interest of the federal government or
th( state;

(8) "produced” means the removal or sale of oil or gas from
a lease or property in the state;

(9) "production” means the volume or quantity of oil or
gas limoved or sold from a lease or property in the state;

(10) "API gravity" means the specific gravity of oil
measured in degrees on the American Petroleum Institute scale;

(11) "average daily per well production” means the amount
calculated by dividing the total number of barrels of oil produced
from each lease or property during the calendar month by the total
number of wells produced on the lease or property any time during the

calendar month and dividing that amount by the total number of days in

the calendar month;

sg Y N
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(12) "lease or property"” means a lease or property
but not limited to, a unitization or pooling agreement under the
provisions of Section 61A(b)(3) of the Internal Revenue Code of 1952
as defined upon the effective date of this paragraph.

* Sec. . This Act takes effect January 1, 197"-

-R- SB 1]
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FINANCE COMMITTEE REPORT
ON
HOUSE BILL MO. H

inance .Committee has had House Bill No. 4 under consideration
majority of the members of tlie Committee have recommended it
placed with a Committee Substitute for House Eill 4, and that
ommittee Substitute do Pass. The Committee Substitute makes
ing Il as introduced:

{
llowing major changes from the b

0
1. The existing law provides for a combination percenta%e_of
?ross value/cents Be_r barrel severance tax on all oil produced in
he State. House Bill * as introduced, and later revised by the
Governor, would have continued this approach with a slight Increase
in the cents per barrel severance tax ftloor.
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The Committee Substitute does away with the percentage of
?,ross value portion of the tax on oil and substitutes conmplete re-
iance on a cents per barrel severance tax on crude oil. The Com-
iU <" T WEN R, VA MRS ouuAtY tw BRI "V Fi% 3%% & il
and just return on an important unrenewaple resource, namely crude
oil.” After much deliberation, the Committee felt a schedule of
cents Per barrel tax rates levied upon various gravity oils and
graduated with regard to the ability of vieiis to produce crude oil
would assure a fair return to the State.

2. One of the r'™Inciple objection? to a cents per barrg!
schedule has been related to its apparent "inflexibility".  To
overcome this objection, the Committee has included a provision
that would allow "escalation of the entire cents Per barrel tax
schedule with the highest price paid for the state of Alaska royal-
ty crude oil. Currently the price reference would be the price be-
ing paid by the Tesoro Petroleum Corporation.

3. Consistent with language in its Committee Substitute for
House Eill 1, the Committee Inséerted the word municipality in place
of political subdivision wherever it occurred.

b
h. The Committee Substitute repeals two portions ofexisting
law.  AS A3.55_.010(eL and AS *<3.55.015 were necessarily repealed
when the Committee chose to recommend only one system of severance
taxation on oil, namely the cents per barrel approach.

5. Definition changes are as follows:

_ A "Averaﬁe daily per well production" waschanged to
Rrowde for a weighted .averaging of days. The original bill would
ave allowed a well which ﬁroduced onIK one day during the month to
be averaged at a full months value with wells producing 30 days
during the month.

B. "Gravity" was further explained by the addition of a

formula.

_ C. "Lease or property" was further clarified b¥ the addi-
tion of language similar to the definition developed by the Commit-
tee :in its TCoirm.ittec Substitute for House Bill 1.

AGO 788318



6. The Committee Substitute contains a severabilit){) clause
which in essence provides that should any portion of the Act be
fc()jund unconstitutional] the remainder of” the Act will not be affect-
ed .
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| RE?UET
Bill Identification: SB-4, lIB-4 .
Title: 01l and Gas Properties Production Tax
Requested by: Legislative Finance Dater 10711773
Return Date RequesSted: October 17 or ASAP
Agency:Revenue & Natural Resources Prograf
II. FISCAL DETAIL .
Budget Request U tt( ) Affected: Division of Oil and Gas
A. EXPENDITURES: (Thousands of dollars"!
OBJECT FY 701 FY 75 FY 76 FY 77  FY 78
100 PERSONAL SERVICES 12.0 25.0  26.2 ‘e 7.8
200 TRAVEL 5.0 105 11.0 5>3.2 24 .4
300  CONTRACTUAL
400  COMMODITIES 0.3 0.5 0.5 1.2 1.2
500 EXUIPMENT 2.0 4.0 4.2 C.3 9.2
600  LAND & STRUCTURES }
700 GRANTS, CLAIMS, ETC. \
1
TOTAL 19.3 40.0 419 88.2 92.6
B. FUNDING: (Thousands of dollars)
GENERAL FUND g, <in. 1i .0 A,
FEDERAL FUNDS B oo W
OTHER
C. POSITIONS:
PERMANENT/TEMPORARY 1/ 1 1/ 2 | 2 |
MAN MONTHS (P./T.) 6/ 12/ 121 2 | 24/
11, ANALYSIS (See Fiscal Note Preparation Instructions, Section [II)
Desired increase of field control of oil and gas run tickets,
meter checking and meter prova will ;equire one additional petroleum
ng];tneer now and a second petrofeum engineer when North Slope production
es on stream.
V. ATTACHMENTS
V. DATE: v / V7 PREPARED BY: A A
Original:  Legislat |ve Finance
cC. Bd%e and Mana ement
Prime Sponsor (First Legislator Named)

The Legislature of the State of Alaska
FISCAL NOTE
First Special Session - Eighth Legislature

FY 79
60.6

O
[ec]de)

97.3

97 .3

2
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V.

Orlg

CC.

Inal:

The Legislature of the State of Alaska
FISCAL NOTE

First Special Session - Eighth Legislature
RE?UEST
D i IIdent||caHon Senate sitr 4 wu 1
Titic 0il and Gas Properties Production T a x
Reque s ted by: |CP51aHve Finanno Late . 10711173
Return Date Requested: October 17.70T as soon alter thatdate as posSible
Agency . Revenue & Natural Resources_ Program:
FISCAL DETAIL _
BUdE et Re Ciues Unlt](S) Affected: Excise Tax Division
a. EXPENDITURES: he usands of dOITar3)..

OBJECT FY 70 FY 75 FY 76 FT 77 FY 78 FY 79
PERSONAL SERVICES -0- -0- 17.6 18.A 19.3 ALY,
TRAVEL 0. -Q- 8 I 2
CONTRACTUAL 1.0 -0- . 6.0 6.0 6.0
COMMODITIES -0- -0- 1 1 1 1
EQUIPMENT Q- -0- s 0 3
LAND & STRUCTURES -(0- 0. o =y . 0.
GRANTS, CLAIMS, ETC -0- - 0 -0- Q- 0
000 f

1.0 - o 23.8 25.0 25.9 21.2
5. FUNDING: (Thousands of dolllars)
GENERAL FUND 1.0 0 23.8 25.0 25.9 21.2
FEDERAL FUNDS
OTHER
¢c. positions:

#

PERMANENT/TEMPORARY -0-/ -0- / 1/ 1] 1/ 1]
MAN MONTHS (P./T.) W - 12/ jilZ 12 12 1
ANALYSIS (See Fiscal Note Preparation Instructions, Section [I1)

SEE ATTACHMENT

ATTACHMENTS

Indicates itemized expenditures inrkExcisc Ta>: Division.

DATE: PREPARED BY

October 22, 1973
Steffen Andersen, DZIvector
Excise Tax Division
Department of Revenue

Le 3slativc Finance
get and Management

‘ pr”ne Sponsor (First Legislator Named) AGO 788321 \



ATTACHMENT TO FISCAL NOTE ON OIL AND GAS PROPERTIES PRODUCTION TAX

As noted on line two of the fiscal detail, the division involved in this
fiscal note is the Excise Tax Division, Budget Request Unit. You will note
that the only figure shown the additional costs in FY 7k is $1,000 and this
reflects contractual funds required to modify the forms should the oil and
gas production property tax become law as v'ei1 mas the oil and gas regulation
and conservation tax. This $1,000 will accomodate the redesign and printing
of new forms which will be required. The $1,000 dollars requested in
contractual service in FY 7k is in addition to the $20,000 which we currently
have in. the Excise Tax Division Contractual Services budget to automate

the oil and gas production tax reporting.

You w!ll note that are there are no additional costs reflected in Fiscal
Year 197.G- It must be pointed out that the Excise Tax Division budget for
Fiscal Year 1975 has already been prepared and includes $10,000 budgeted in
contractual services to complete and maintain the oil and gas automated

production tax program. In all instances, the amounts indicated on this
fiscal note are in addition to those amounts which have already been budgeted
or will be budgeted for the Excise Tex Div’sicp. for the Fiscal Veerc 197A

through 1979*

In Fiscal Year 1976 our fiscal note indicates personal services in the amount
of $17,600 which represents the hiring of a Revenue Auditor Il whose primary
function will be the auditing of the oil and gas production and conservation
tax reports. V/e have shown ssoo in travel for this auditor enabling him to
work closely with the Divicinn nf Natural Resources in Anchoraae. You will
also note $5,000 contractual services in Fiscal Year 1976 which represents
the amount which we feel will be our share of the automated data processing
time-sharing costs for the oil and gas program. The amounts of $100 and
$600 represent commodities and equipment for the new hire. The total amount
in Fiscal Year 1976 being $23,800. For the years Fiscal 77 through Fiscal

79 we are indicating the personal services of this same Revenue Auditor

with merit increases each year and our contractual services indicate
time-sharing data processing costs now estimated at $6.,000 per year.
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TO: Chairmen and Members DATE: November 21, 1973
Senate and House Finance

FROM: J. H. Hogan, Director SUBJ: Qil and Gas Severance
Legislative Finance Tax - SB 4

The Free Conference Committee version of the Act relating to
the oil and gas properties production tax made four substantial
changes from "the existing lav;.

1. Rates

The existing lav/ taxes oil at the rates of 3, 5, 6, and
3 percent on various brackets of production from 300
barrels per day through production in excess of 2500

0
barrels per day. The  Act _chan?es the tax to 5, 6, and
8 percent on brackets ranging from the first 300 barrels
per da¥ to all production in"excess of 1000 barrels per
day. The net effect of this is to increase the rate of
tax on the lowest rate of production from 3 -5 percent
and to brmq the former top 3 Bercent tax rate into play
earlier, al Productlon over 1000 barrels per day as
opposed to all production over 2500 barrels per day.

According to information received yesterday from the
Division of Oil and Gas, the comparison of projected
receipts under both the new and the old rates 1s

. SB 4
Fiscal Years Current Law New Lav:
14 $ 10,742,000 $ 13,260,000
75 10,383,000 1%1,786,000
76 10,298,000 1*1, *1*16,000
77 10,081,000 13,859,000
78 58,523,000 82,985,000
79 118,550,000 17*1, 202,000
80 144 605,000 204,687,000
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Senate and House Finance Committee:
November 21,
Page 2

2. Cents-Pcr-Barrel Floor

As proposed in the Governor's_original legislation, the
cents-per-barrel floor was raised  to insure that tax
rates would be levied against a minimum value of ap-
proximately $3-90 a bartel for oil of 35° gravity.

(The cents-per-barrel tax rates actually shown in the
law are for oil of 27° gravity, a "lower value" oil.)

3. Escalation Clause

To counteract one of the principal objections to the
cents-per-barrel tax, the Free Conference Committee.
adopted the House concept of an escalation clause tied to
the cents-per-barrel floor. As its indicator, the committee
used the Wholesale Price Index for crude petroleum
published by the U.S. Bureau of Labor Statistics. Changes
In the tax rates will be computed from,chan?es in the
Wholesale Price Index and will be applied at least
iﬁmrannually to new tax rate schedules. In this manner,
e
|

p

committee hoped to keep the cents-per-barrel floor
n line with value changes for oil caused by "inflation".

4, mExemptions

The committee made the taxes imposed by this chapter
"in place of all taxes imposed Dy a municipality upon
oil or gas_in place or no_n-producmgf oil or gas ledases
or ?ropernes"._ In S0 domg, they Teft the_ door open
to future consideration by the state regarding taxation
of oil and gas in the ground. Municipalities, however,
were specifically prohibited from levying such a tax.

As a matter of interest, 1 have added the average daily production
s for Cook Inlet wells over the Past three years. The significance
hese figures is S|mp|¥ to indicate that except for Trading Bay, the
uction of Cook Inlet Tields on a per well basis does not appear to
eclining significantly at the current time.

te
t
0d
d

a
f
[
e
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Senate and House Finance Committees

November 21, 1973

COOK INLET OIL PRODUCTION RATES

(Well/Barrels per day average)

Page 3

1971
Granite Point 30/484
McArthur River 52/2,210
Middle Ground Shoal  38/763
Swanson River A11/818
Trading Bay 36/635
JHH/af

1972
25/**31
52/2,085
35/765
4*1/555
421599

1973
25/5*13
5212,067
36/756
371765
*13/50%1
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MEMORANDUM

TO:

FROM:

P - s e T Division
L. - AR %I — JUS/M O/CEfiWIMG
Y Al HIf N RIMCEDivision

TIGFIEi: LKASSLATTOG! - POH\F— STATE CHTQL

fil/oan A Aar- CMTTE | LIS

Chairmen and Members DATE: November 21, 1973
Senate and House Finance

- f )
J. K. Hogan, IDlirecttor SUBJ: Oil and Gas Severance
Legislative Finance Tax - SB 4

The Free Conference Committee version of the Act relating to .
the oil and gas properties production tax made four subsStantial
changes from “the existing law,

1, Rates

The existing law_taxes oil at; the rates of 3, 5 6, an
percent on various braehots of production from 300
rrels per day through production in excess of 2500
rrels Per day. The -Act phan?es tlie tax to 5, 6, and
ercent on brackets rai girig from the first 3C0 barrels
da¥ to all production in"excess of 1000 barrels per
. The net effect of this 1s to increase the rate of
on the lowest rate of production from 3 -5 percent
to brlnq the former top 8 percent tax rate into play
rlier, al Producnon over 1000 barrels per day as
opposed to all production over 2500 barrels per day.

According to information received yesterday from the
Division of Oil and Gas, the comparison of projected
receipts under both che new and the old rates 1Is

d

QD D

S22 a5

MDD+ OTE o T Lo
O X =T

fab)

. SB 4
Fiscal Years Current Law New Law
™ $ 10,742,000 $ 13,260,000
75 10,383,000 14,786,000
16 10,298,000 14,446,000
;7 %0,8%1.000 %3,359,000
I 118288008 AERLBRL
80 144,605,000 204,687,000
AGO 788329 -~



Senate and House Finance Committees
Novembher 21, 1973
Page 2

2. Cents-Per-Barrel Floor

As proposed in the Governor's original legislation, the
cents-per-barrel floor was raised to insufe that tax
rates would be levied against a minimum value of ap-
proximately $3.90 a barvel for oil of 35° grawty.

(The cents-per-barrel tax rates actually shown in the
law are for oil of 27° gravity, a "lower value" oil.)

3. Escalation Clause

To counteract one of the principal objections to the
cents-per-barrel tax, the Free Conference Committee.
adopted the House concept of an escalation clause tied to
the cents-per-barrel floor. As its indicator, the committee
used the Wholesale Price Index for crude petroleum
published by the U.S. Bureau of Labor Statistics. Changes
In the tax rates will be computed from,chan?es in the
Wholesale Price Index and will bo applied at least
semi-annually to new tax rate schedules. In this manner,
the committee hoped to keep the cents-per-barrel floor

in line with value changes for oil caused by "inflation".

>

Exemptions

The committee made the taxes |mBosed by this chapter
“in place of all taxes imposed by a municipality upon
oil or gas in place or non-producm? oil or gas leases
or ?ropemes"._ In so0 domg, they Teft the door open
to future consideration by the state regarding taxation
of oil and gas in the grolnd. Municipalities, however,
were specifically prohibited from levying such a tax.

j a matter of interest, | have added the average daily production
rates for Cook Inlet wells over the past three years. The significance
of these figures is simply t ‘indicate that except for Trading Bay, the
Broduct;on of Cook Inlet Tields on a per well basis does not appear to
e declining significantly at the current time.
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Senate and House Finance Committees

November 21, 1973

COOK INLET OIL PRODUCTION RATES

(Well/Barrels per day average)

Page 3

1971
Granite Point 30/484
McArthur River 52/2,210
Middle Ground Shoal  38/763
Swanson River 41/818
Trading Bay 36/635
JHH/af

1972
251431
52/2,085
39/765
441555
421599

1973
25/543
5212,067
36/756
371765
431504
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WHIT.C IN JUNEAU
POUCH V
JUFIAU, ALASKA 30001

nc&ourtcEs
nuLcs

A 111 November 10, 1973

The Hon. Terr¥ Miller, Senate President
The Hon. ink, Sp eaker of the House
Alaska State Leg|s ature

Mr. President:

Mr. Speaker:

In lnakln% this Free Conference Committee Report, the conferees
wish eclare no intention whatsoevei to set a casting tax
schedule as regards production_ of oil and gas from either Cook
Inlfet or the North Slope, and in fact, we wish to state our
Prpw belief that substantial changes will be required in the
uture.

The compromise that we have reached represents ba5|caHy no
change in the ultimate impact to the North Slope future produc-
tion, different than that contained in the Governor's bill
presented to us during the early stages of this session.

|
nd t
t

hat the changes which vie have made insofar as
Cook Inlet production represent a compromise

evel proposed by this bill will be less than
fference betweéen the existing law and that sug-
0

use Finance Committee Substitute proposal.
Respectfully submitted,

f X /
;C.

X o 3 e |
Senator Lowell Thomas,: Jr. Representanve Andmm/\Nawwck
Chairman I Vice Chairman

Ny T, <./

fy i
§enator C. R. Lewis \
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SENATE/HOUSE/FREE CONFERENCE SEVERANCE TAX COMPARISON

based upon tlie average daily production for each well for the calendar month in barrels, the tax is:

SENATE

mm OUSE

FREE CONFERENCE

Effective Cook

%o
70
D/j
oto

5%
6%
8%

PER CENT OF VALUE

on the first 300 barrels;

on the next 700 barrels;

on the next 1,500 barrels; and
on all production in excess of
2,500 barrels.

on the first 300 barrels;

on the next 700 barrels;

on all production in excess of
1,000 barrels.

SENATE

Inlet Tax Rate

(1,000 BPD of 35 degree APl 0il)
Per Cent of Value
Cents Per Barrel

*

This

4.4%
S.1716

CENTS PER BARREL FLOOR
(27 Degree Gravity)

.10125 on each of the first 300 barrels;

.16875 on each of the next 700 barrels:

.2025 on each of the next 1,500 barrels:

.2700 on each barrel of production 1in excess
of 2,500 barrels.

©®H P P B

.113 on wells producing 100 BPD or less;
.226 on wells producing 101-1000 BPD;
.301 on wells producing 1001-2000 BPD;
.376 on wells producing 2001 BPD or more

©®H B H B

.16875 on each of the first 300 barrels;

.2025 on each of the next 700 barrels;

.2700 on each barrel of production 1in excess
of 1,000 barrels.

@ & B

HOUSE FREE CONFERENCE "SPLITS"
(Current Take/House)

8.69%* 5.72% - 6.5%
$.339 $.2232 $.2553

is the percentage equivalent of $.339 cents per barrel tax on $3.90 wellhead value.



LAWS OF ALASKA

W 1973

Source Choptor No.

FSS-FCCS 1ICS CSSB 4 q

AN ACT

Relating to the oil and gas properties production tax; and
providing for an effective date.

BE ITENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA;

* Section 1. AS *13.55-010 is amended to read:

Sec. 113.55.010. CROSS PRODUCTION TAX. (a) There is
levied upon the producer of oil or gas a tax based upon a
per cent of the gross value at the well of all oil orgas
removed or sold frtra each lease or property In the state,
less the value of any part_the ownership or right to which
is exempt from taxation. The tax is determined according
to the following schedules, anJ any part which is exempt
from taxation is deducted from the tax levied on a pro rata
basis as to each production level tax bracket:

(1) oil: based upon the average daily produc-
tion for each well for the calendar month in barrels, the

tax is
(A) five per cent on the first 30C barrels;

(D) six p?r cent on the next 700 barrels;

(C) eight per cent on all production In
cxcesa of 1,000 barrels;

(2) gas: the tax is four per cent of the gross
value of the gas and liquid products produced each month.

(b) The tax imposed by this chapter is Ir. place of
all taxes now imposed by the state or any cf Its munici-
alities, and neither the state nor a municipality nay
impose a tax upon

AGO

788335



Chapter @

(1) [dc-leted]
(?) producing oil or gas lcesch;

(3) oil or gas produced or extracted in the
state;

(t) [deleted]

(5) the value of Intangible drilling and
exploration expen'es.

(c) The tax imposed by this chapter Is in place of
all taxes imposedby a municipality upon oil or gas in
place oi' uonproducing oil or gos leases or properties.

(d) The tax imposed by this chapter is not in place
of the tax Imposed by ch. 57 of this title or income taxes
or taxesupon the retail Gale of oil or gas products.

c) If on atax payment date the amount of Lax due
under (a)(1l) cf this section is less than the tax due under
"ee. 15 of this chapter, the tax levied in sec. 15 of this
chapter is payable Ir. place oi' the tax levied in this
section.

* St'.. ?. AS t3.55.015 is repealed and re-enacted to read:

sec. 13.55.015. TAX FsH Jiakkux OV OIL.  (a) There in
leviedupon 'he producer cf oil a tax on each barrel of
oilremoved or sold fromeach leave or property In the
state le-3s any r”~rt the owners!:1p cr right to which i3
exempt from taxation. The tax in based upon the average
daily production for each well for the calendar month in
barrels determined according to I|.he followin; schedule and
any (ait which Is exempt from taxation Is deducted from tlie
tax levied on s pro rata basis as to each production level
bracket:

(1) 4.16875 or. each of the first 300 barrels;
(2) $.2025 a>each of the next 700 barrels;

(3) ?2.2700 oneach barrel of production in
excess of 1,000 barrels.

(b) The cents per barrel tax schedule set out in this
section applies to oil of 27 degrees APl eramelly. For each
degree of APl gravity less than 27 degrees the cents per
barrel lax ir. each production level bracket shall be reduced
by two per cent of the base rate for 27 degree oil and for
each degree t.f APl p.r-.vity greater than 27 degrees the
cents por barrel tax for cacti production level bracket shall
be increased by two per cent of the base rate for 27 degree

oli; except that nil above to degrees APl gravity shall be
taxed as 'lU de._ro> oil. IJlappIYing the gravity ad.lu.Imenl
under this subseci ton, fractional degrees of ATI ,-ravity

shall be disregarded.
(c.) The tax rates set out in this section will be

increased or decreased by a percentage equal to the percent-
age of change in the Wholesale ZIrice Index for crude

it/ AGO 788336



Chapter ™

petroleum published by the bureau cf Labor Statistics, of
the United States Deportment of Labor. TlLe yvcer 190 Is
the base year of 100 for computing the tax rates. Changes
in tax rates will be computed based on chunr.es Ir. the
Wholesale Price Index occurring after the effective date
of this subsection and will not Include changes in tlie
Wholesale Frlce Index prior to the effective o..e of this
subsection, '"he department shall post the changes In the
tax rates at least semi-annually and shall notify every
person producing oil within the state of the changes.

(d) If on a tax payment date the (mount cf tax due
under this section is equal to or less than tee tax due
under sec. 10(a)(1) of this chapter, the tax levied In
sec. 10(a)(1) of this chapter is payable In p'ace of the
tax levied in this section.

(e) When the tax levied under this section Is payable,
an amount not less than $.09 for each barrel of ell pro-
duced shall be paid by the state out of its roya.ties frcir.
the oil, whenever payment by the state bs requirei under
the revenue-sharing provisions of see. of the Alaska
IJative Claims Settlement Act (i’L S.1203; B. Stat. 668;

13 U.S.C. 1601 et seq.), Into the Alaska Hafcive Fund until
all amounts paid in the fund equal $900,000,000.

* Sec. 3. AS 43.55.140 is amended by adding new paragraphs
to lcad:

. (6) "API gravity" means the specific gravity of
oil measured in degrees on the American Petroleum Institute
scale;

(7) "Intangible drilling expenses" aS defined
in sec. 263(c) of the United States Internal i-.evenue Code
as defined on the effective date of this paragraph;

(8) "lease or property" means a lease or proper-
ty Including mineral interests in oil and gas and working
Interests, royalty interests and overriding royalty Inter-
ests in cil arU gas leases and unitization or pooling
agreements under the provisions of sec. 614(b)(3) of the
Internal Revenue Code of 195*1 ac defined on the effective
date of this paragraph;

(9) "ownership or right to which is exempt
from taxation" means any ownership interest cf the federal
government or the state;

(10) "produced" means the removal or sale of
oil or gas from a lease or property ir the state;

_ (11) "production” means the volume or quantity
of oil or gas removed or sold from a lease or property In
the state.

* Sec. 4. This Art takes effect January 1, 1974.



LAWS OF- ALASKA
_i?73

Sourco Chapter No.
PSArECCS JiCS_ CSSB It a___

AN ACT

Relating to the oil and gas properties production tax; and
providing for an effective date.

BE ITENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS <13.55.010 is amendedto read:

Sec. 113.55.010. GROSS PRODUCTION TAX. (a) There is
levied upon the producer of oil or gas a tax based upon a
per cent of the ?ross value at the v;ell of all oil or gas
removed or sold from each lease or property in the state,
less the value of any part the ownership or right to which
is exempt from taxation. The tax is determined according
to the following schedules, and any part which is exempt
from taxation is deducted from the tax levied on a pro rata
basis as to each production level tax bracket:

(1) dl: based upon the average dallyproduc-
tion for each w .1 for the calendarmonth in barrels, the
tax is

(A) five per cent on the first 300 barrels;

(U) six per cent on the next 700 barrels;

(C) eight per cent on all production in
excess of 1,000 barrels;

(2) gas: the tax is four per cent of the gross
value of the gas and liquid products produced each month.

(b) The tax imposed by this chapter is ir, place of
all taxes now imposed by the state or any cf its munici-
palities, and neither the state nor a municipality may
Impose a tax upon

AGO 738326



Chapter A

(1) [dc-leted]
(2) producing oil or gas lessen;

(3) ell or gas produced or extracted In the
state;

(A) [deleted]

(5) the value of intangible drilling and
exploration expenses.

(e) The tax |mpgsed by this chapter is in place of
all taxes imposed municipality upcr. oil or gas in
place or nonproducmg oil or gas leases or properties.

(e) The tax imposed ty this chapter is r.ot, in place
of the tax imposed ty ch. 57 of this title or income taxes
or taxes upon the retail sal? of oil or gas products.

(c-) Jf on atax payment date the amount of tax due
under (a)(1) of this section is less than the tax due under
sec. 15 of tills chapter, chc tax levied in sec. 15 of this
chapter is payable ir. place oi' the tax levied in tnis
section.

* Bee. 2. AS A3.55.015 is repealed and re-enacted to read:

Sec. A3.55,015. TAX IPR BARREL CP OIL. (a) There is
leviedupon the producer cf oil a tax on each barrel of
oil removed sold fromeach lease or property in the
state less any part the ownership or right to which is
exempt from taxation. The tax is based upon the average
dally product ion fcr each well for the calendar r.oath In
barrels determined according to the fallowing schedule and
any psrt which is exempt from taxation is deducted from the
tax levied on p pro rata basis as (o each production level
bracket:

(1) J.16875 on each of the first 300 barrels;
(2) 3.2025 ciieach of the next 700 barrels;

(3) 3.2700 oneach barrel of production in
excess of 1,000 barrels.

(b) The cents per barrel tax schedule set out in this
section applies to oil of 27 degro-s APl gravity. Tor each
degree oi' APl gravity less than 27 dap,roes the cents per
barrel lax in each production level bracket shall be reduced
hy two per cent of the base rate for 27 degree oil anti for
e-.eh ueyivo -af APl grav-ity greater than 27 degrees the
cer.tr. per h. rroi tax far c-aoh production level bracket shall
be increased by two per cent of the base rate for 27 degree
oil; cxo pi that nil above A) degrees APl gravity shall to
taxed as AD decree ell. In applying the gravity adjustment
undo' thls subsection, fr.-.otlcnai degrees of APl gravity
shall be disregarded.

(c) The tax raves s»t out in this section will bo
increased or decreased by s percentage equal to the percent-
age of change in the Wholesale Price Index for urudc

-2
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Chapter "

petroleum published by the Burer.u cf i.abcr Statistics, of
the United State:; LVpartc.unt of babor. The year 1917 In
the base year of ICO for computing tne tax rites. Chargee
In tax rater, will be computed based on changes Ir. the
Wholeaale Price Index occurring after the effective Cate
of this subsection and will not Include ci w/.; In "he
Wholesale Price liub > prior to the effective that* cf this
subsection, ‘the department shall post the changes Ir. the
tax rates at least cuml-annually and shall notify every
person producing oil within the state of the cha.ngct,

(d) If on a tax payment date the nrnunt of tax due
under this section Is equal to or less thar. the tax due
under soc. 10(a)(1) of this chapter, the tax levied in
sec. 10(a)(1l) cf this chapter 1b payable In place of the
tax levied in this section.

(c) When the tax levied under this section la payable,
an amount not less than $.05 for each barrel of ell pro-
duced shall be paid by the state out of Its royalties from
the oil, whenever payment by the state is required under
the revenue-sharing provisions cf sec. 9 cf the Alaska
Native Claims Settlement Act (Th 9“-PCS; £5 Slat, <86;
13 U.S.C. 160J et seq.), into the Alaska Native Fund until
all amounts paid In the fund equal 5500,000,000.

* Sec. 3. AS T3.55.1<'0 is amended by auding new paragraphs
to read:

(0) "API gravity" means the specific gravity of
oil measured in decrees on the American Petroleum Institute
scale;

(7) “intangible drilling expenses" as defined
in sec. 263(c) of the United States Internal revenue Cede
as defined on the effective date of this iv.rnr.mphi

(8) "lease or property" means a lease or proper-
ty including mineral interests in oil and ga. and working
interests, royalty interests and overriding e'oyuity inter-
ests in oil and pas leases and unitization or pooling
agreements under the provisions of sec. fl(b)(-) cf the
Internal Revenue Code of 1951 as defined on the effective
date of this paragraph;

(9) "ownership or right to which in exempt
from taxation" means any ownership interest of the federal
government or the state;

(10) "produced" means the removal or rale of
oil or gas from a lease or property in the state;

) (11) "production” means the volume or quantity
of oil or gas removed or sold from a lease or property in
the statu.

* Sec. U Tills Act takes effect .lanuary 1, 197~-

-3-

Approved by governor: November 19, )n?3
Actual effective date: .lanuary 1, 17

/
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FINANCE COMMITTEE REPORT
ON
CS FOR SENATE BILL NO. 4

The Finance Commlttee has had Committee Substitute for

Senate Bill No. M under consideration and recommends it
be replaced with Finance Committee Substitute for CS for
Senate Bill No. % and that HCS for CSSB * do pass.

This committee substitute differs from the committee
substityte for HB 4, approved by the House on November 1,
in the following respects:

1. On page 2, paragraph 2, the cost-of-living escalation
clause v/as rewritten to correct a deficiency In the
language. The House bill contained imprecise language
relating to certain gravities of oil. The wording in this

the price increase occur in a gravity of oil produced for
and sold by the State of Alaska, the price for all pro-
duction ranges will escalate.

2. The other change occurs on gage I|ne 25, The House
bill contained a réference to " hour days each well
produced. .."It has since come to the committee's attention
that records are not ke t showing the number of hours any
gwen well Produces v/as suggeste hat [2M hourl

e struck, leaving he word "days" which could then
be'defi ed by adm|n|strat|ve regu atlon

Ernie Haugen, Vice Chairman
Finance Committee

AGO 788334
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Oor.1Ivii"i £ "L AVim
J-ifQii€;:t of L1

T." TJili 1i0DoK
CS TOI HOUSE P-llir. NO.

Hi TH~ LKGITULiViI:OF E STy .TE OP ALASKA

EIGHTH LEOIEI<AIT;";1". - : FI-® SPECIAL SESSION
’ *
A DILL
For an Act entitled: "An Ac.i i"ol: An{J to theoil and pas properties

productionin::: and pr <idir.fj for r.n efiec ivc- dafcc."|
gi? X?ENACTED oV T1;ELKt:IEL.ViORE OF nUr. STATE OF ®“LASKA:

* Section 3. AS "13.55.DIG(a) 1. jc-pealedand re-eraC. ed to read:

(a) There is levied upon ev&l-y person producing oil or , a tax on
each barrel of oil produced within the ana on the cross value atl
the well of all car. oradueec”within the ."trite, both lee: any or ;

value of any raZit the ownv." ;b nr riant to which as excr pa ire.~
taxation. The tax 1is upon the whole production, including what is
(m__::_oﬁl_y jm-j) us &9 M,]if sIminfidy, ri Tr Lvitioweagdrt to t"‘*.,i])
followin®: sehedu! or.:

(1) O0il = based unon the average daily per well producolon
end the average gravity of the? oil sold from each lease or property

for the calendar month in barrels the tax on each barrel of oil

produced 1is:

PI{ONTpryn" PAIE

io"in ;) J0 HFD
ORIVTTY OR less UPD OR MIi-F
209 ancl below .211 .282
21.0"1 - 23.9° 218 - .291
251.0° - 26.97 226 .301 376
27.0° - 29.9" .233 ,310 73358
30.0° = 32.9~ .2-10 320 i
33.0° - 35.9° 2007 .330 H12
36,0° « 38,9° 25 = .339 (7t
AGO 788338
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2 B

”

39.0° - "11.9° «262 3-Vi ."136
"i?,0 and above ..269 .357 . TIiS
(?) Oil - 18r wells tested and found Inc:.-.wIi8< of produednc
imi? than 100 barrels in average daily p:-fduction, the tax shall to
one-half the shown In (1) of this subsection for proeuotion
of 1,000 BPD or less.
(3) Oil — if in?: of the average price for California Lone
Beach crude oil 50.0° - 30.9< gravity exceeds $.710, the tax for oil
of 30.0= - 32.9< gravity from wells producing 2001 :iPD or more as
shown in (1) of inis section shall bo inci flasod to a cents per barrel
equivalent to 1+ of tine a""eraye price for Cal". fomxa Long ecrch
crude oil 30.0=- 30.9° gravity. The cents per t -rel taxes in the
other producti o.i e*=*<eanshall ho inert-fixed by tee same- p "vcc.itago.
The department shall adjust and post the tax rates accordingly at
least semi-annually.
G g9p.s — the tax rate shall be four pe= cent of the gross
value of the gasand liquid products produced.
ft Sectionl. A3fidot 010(e) is repealed.
» Section 3. AS "13.55.015 is repealed.
ft Section A3 ?1-3.55.1J10 is amended by adding new paragraphs to read: !
(6) "the ownership or right to.which is exempt from taxation"

means any ownership interest cf the federal government or the state;

t
(7) “"gravity" norms tlie API gravity of oil measured at 60<F.
and is determined by the following formula:
Specific Gravity = ]JP..jg
131.5 + APl Gravity
(fi) "average price for California Long Beach crude o0iJ" means !

the price obtained by averaging the price per barrel of crude oil

}

paid by the three largest purchasers of California Long Beach crude oi I:

AGO 780339
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/=

of 30.0= - 30.9° gravity.

(9) "average daily per well production”™ ir.eara the amount
calculated by dividing the total number of baxTols of oil produced
from each iua.ce or property during the calendar month by the number
of 21 hour dayo each well produced on the lease or property any time

during the calendar month;

AGO 788340
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$ 43.55.010

[rpr ' ry-in ?

AtASKA u'AtJ'i' SUtIAC KIP VvV A.0:50.10

[t " ihovr kAt vsry vireri- "htwoT.cv, >~

or rb.h'. A v/ lir.,; = ivoa;ls.: : tsicc i i iincrl
neoneclir.y: to the* f.iibwin mhemA |, mat cry par!, which ii ex-
empt iY> ui lax:. lion d<-''-'« from .ho la:; levied vix a ;mr®mrain

basis ;:a to i.ach producti-n i-vcl t>:. brnchvP.r'

(1) oil: based up n the avern. daily pro la lion iur each weh
for Mia cukmdar nvmlh in Lamb, Lainx Ip
A) three yr e/mt on the fiiv! IhL Lnrrr:;:;
1?) live per ctu.l 0:1 u..- If Lbarrel.:;:
C) six Po* cant. ,n Jhu next 1,'h.0 ImrreA: and
D) ei:h( par caii; or }.!li nrrvmetlor, in execs; of 2,00 L.rveel;;
the rale is four* per cent of the f;rc; a vpUsc of the

(b) r.iv:ntnt «5150 tax i inii-. of ail ad v: 'cram Laxm; r.'w* or
hcreaucr imposed py itio state: or am, of lie poiiii..;.! aubdiviaiora

on . . . . .

(1) property rights niiaghou to or inherent in fl:o right to > «
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3) [dole ted] - _
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tio:l La:;..; are paid, and o _

5) an investment in prcperty dam'iVod in this section.

c) Aninterestin theind rrt ari: al in .his 5oiler, none. mf
assessed and taxed as oih.r properly vAitkir» 'to taxir;; uix! -bn
witicli the property iniccalod. o _

(d) The tra;s prc'duch.n lax is not in lieu of ir.cor.o tax: or
excise taxes upon the retail :aL oi oil and pa: pivdueUa

i (¢) Jf on a tax payment d: .0 Hie amour.i of tax due under
(a)(1) oi this section ir loss I:.an tlte tax due ur.dov " 1i: of Av;
chapter, the lax levied in § 15 of this chapter is payable and Iha
tax levied in this section need not be paid. (1 2 ch 7 ESLA Vvid;
am 5 1ch 110 SLA 19CS: am § i ch 2-17 SLA .1070; am {m 1—3 ch
101 SLA 1072; am §-0¢ch 03 SLA 1072)/)
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The I'TJ cr-c-.i'gr,clive JAv
1. 1072 in ~{or. !
“the y iiim:!" for “every Mnm::
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lea'c or p-of.:iy" for “prc-Asee™lin
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"pro.O c t: itil4:toxct.y tan-
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“for c-ti vej” in.
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*") of Ejr. ~mm0. ]

I .tvs committee report*),
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tion fiilowed shrill be adjusted 10 « .uni onc-tiirirvn 01 the value of
the oil produced.
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paid,

\c) When the tax levied mider (a) of this section is .payable,
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Sic. Pnyint-nl of lax. (a) The p-ors pvoduclion ta:.
*» >or  alall be paid naeh. iy. Thfl uk is due Oil ihe last day
*f I.ch calendar month on oii or I'-u rcm sveu or sold iroiii cuxu
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Tim Honorable Ton* 7v a
Speaker of civ Housg
Alaska dtr.Cc Cr.pito

duncnu, Alaska 0601
"wear Representative finK;

.................. NP -W-ko 21, 1973, | ameondinj yc i tilts

fates, the ammge™s ‘proposed rates, mua thc cai'cs. , - -
proposed in the drv.ft oCollimi,

Those projections verc coupleted by hand as our computer program
is not capable of acc.o.pLiiig the vide variance 1in rates,

Veqvﬁtruly yourfzvg

qy/\/*/']/«'rdftVd | YV} R

VA R S Y
ba-,rrence 0. Em-nbach

Deputy CoTr..-."i;;sioiier, Treasury

LCF:<e
Enclosure
cc.: Governor Efvn
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production T i V_evcnuu
(tilllions o" dollars)

1d74 197D 1976 nNOTT
11 10 10 10
12 11 11 10
14 17 16 16

jb>78

53

65

148

1979 1980

118 141

131 142
1

274 <309

likely care price incre: sea 25c per barrcl per ycar.

Cook Inlet: production ox. MiArthur Alvar nt 1,000-2, 000 barreiu
Average gravity 25 .

othwt at 0-1.000 barrels pur day,

Worth Slope production, Priz:llee at 1.7 million barrels per dny from greater than
2 ,C,)0 barrels u.-r day veils \i:h oflrr i—roducti241 from 1,000-2.009 barrels txer

o ome # ajlt AL ilwts...

u

Jb

1981

158

158

335

1932

174

175

362"

per day with

1933

187

1S7

392
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.100
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Division 3/ Oil; aitcl G g
3001 Porcupine Drive
Anchorage, Alaska 99501

October 18, 1973

Honorable Tom Fink

9. - Alaska House gf Represeo"fiatives
Pouch V

Cunc =, Alaska 99001

Your letter was received October 10, while we were finalizing
data, charts and exhibits for the Adsninistrution®s areseuta tiou

today, hence the oclayed reply.

Attached are three tables; the first of which, 1s ontielrd "Crvt _
O1l Price and Average Daily dell Production, State ol Alaska.*"
This should answer your lestioh to. j and the first parr or

bo. 3, except; that vs overlooked eé&lculat ing the percpu-vt « mf
each Ccck Inlet gravity. This can easily be done oy your. .:,iff.

The second table, unlubelled, show-s October 1972 and October
197 3 posted prices for Prudhee Cay gravity oil at the well ir
the Long Gaach Oil Field. It also show"s the prices for the
weighted average Cook Inlet oil, for the save two months, based
upon the average price paid the State by Tosc.ro. This should
answer your question ii1o. 2, except that we have no information
as to the value cf these crudes at Seattle.

The third table, entitled "Calculations . . . " shows a sample
calculation for a 10,000 B/D Prudhoe Bay well producing 27.0<
API gravity oil, as assumed to arrive at the 257 per barrel

average tax.

Please let us know 1f we can provide any further information.
Again, we apologize for the delay in getting this material to
vou.

Sincerely, )y by S ek Se

ilamer L. Lurrell
Director

AGO 788346



AT *»45 b

Crude Oil Price- n:id Average Onijy
No! i Productior,
State of Alaska

V.oi (hoed
Corking Price Walihead
Gross Prod. Intorest 9-1-73 # Vn lus Pao. PMs/Nol 1/driv API
-in 14 Cols) = (Go Is) > O) - Wei is orouvi Cray riv
Pt.
/" .C0CO 2 13790 101445 2,30.4 433310 16 >8.5
M-.A il ioirni 1P.00P. 7 X 797 >'70X9:1 n rp- 1\%/0{
kArthur R. 35" 3102077 3.562 1019390 09 2199 3<1.
=0
17595 12-1240 108717 3.380 367*155 '] 4y5 36.0
) 60107 147094 3. 545 H 1D*J s 904 38. 3
\I;]o - di*iv g VOI_ VOV 1 T . \r/]v[;.',_/ II\?/iIJU .0
..arson R. 855233 /"Ao01 .7*00 2943408 732 35 .0
reding Bay
Aiw.0-Taxaco 194774 170427 3.432 534905 13 4.83 31 .7
Union Oil 476514 452733 3.095 i40 1354 28 549 23.0
tal - Cooi
nlet Area §ﬁ3%§73 5677533 3,542 20107515 192 108i ;.0
urines Bay- 65072 56938 2.394 136310 2099 27.0
brio Tot, 6495445 5734526 3,530 20743825 193 1036

Procccti on is for August - Latest Available. Pries is for Sanvowbar ranresenting
latest charge. V3ighvat! average there fore v/iil vary slightly from September actual

flgtiros.
m Qrhr.r pools at Prudhon Gay havo a gravity of 23" API

* Vfoighted average

AGO 788347



Prudiioe Boy

Posted Prico/P.bl. Oil al Wt#ll
foi Lonn Bondi, California

27° 27.t—3Gravjty

i/iibfr
October, 1572 3.19
October, 1973 3.79

October, 1974

Cook Inlet
Bnsec! on Average
Tosoro Prirom™—M ., I' "ival ht
_Awy.-r:? 5= (Ynvi jv
5/Bbl .

3.27

No estimate ori."de prices will escaioto frcM 13 to 357 /!:bl./yr. end

our best guess is 25v/bbi./yr.

AGO 788348



Calculation To 11 .AMr.
i-fver;t?v. "Canla I-"ar Oarra 1" Tax
- 10,000 B/D Wall Under IYon.wed L .risintit

O T80 (500 x T0. 10125 MT00 X 5 soons 1500w goggys 4 750g 0.01)  0.875

Daily lox ~ (30,3715 + 110-12:@+ 303. /o v 20 5(J0) 0."/i
v - 217725 x 0.075
h ly Tax ~ $2167

rocl tve “ax/llot W I. P-

10,000 x 0.875  °0-247,

AGO 78b349



REQUEST
Bill

Title: 0il and Gas Properties Production Tax
Requested by: T.egislative Finance Date: 10/11/73
Return Date Requested: october 17. or as soon after that date as possible.

Agency :

FISCAL DETA

The Legislature of the State of Alaska

First Special

lIdentification:

Revenue & Natural Resources

1L

FISCAL NOTE
Session

Senate Bill 4

Budget Request Unit(s) Affected:

A. expenditures:

& HB 4

Program:

- Eighth Legislature

Excise Tax Division

(Thousands of dollars)

FY 76

17.6

5
5.0

23.8

23.8

1/
12/

Instructions,

Steffen Andersen,

Excise Tax Division
Department of Revenue

OBJECT FY 710 FY 75

100 PERSONAL SERVICES -0- -0-
200 TRAVEL -0- -0-
300 CONTRACTUAL 1.0 -0-
400 COMMODITIES 0. 0
500 EQUIPMENT ) )
600 LAND & STRUCTURES 0. 'y
700 GRANTS, CLAIMS, ETC. ) )

HEERY

1.0 - 0.

B. FUNDING: (Thousands of doi:Lars)

GENERAL FUND 1.0 'y

FEDERAL FUNDS

OTHER

C. POSITIONS:

PERMANENT/TEMPORARY -0-/ -0- /

MAN MONTHS (P./T.) Py -0- 7/
. ANALYSIS (See Fiscal Note Preparation

SEE ATTACHMENT
IV. ATTACHMENTS
Indicates itemized expenditures in~Excise Tax Division.
V. DATE: October 22. 1973 PREPARED BY

Original: Legislative Finance
cc: Budget and Management

Prime Sponsor (First Legislator Named)

AGO 780350

FT 77 FY 78 FY 79
18.4 19.3 20.3

5 5

6.0 6.0 6.0

A A1 1

0 0 - .3

—O_ -0 - -0 -

-0 - -0 - -0 -
25.0 25.9 27.2
25.0 25.9 27.2.
1/ . L/ 1/
tfJ. 12./..... 1201

Section 111)
Director



ATTACHMENT TO FISCAL MOTE ON OIL AND GAS PROPERTIES PRODUCTION TAX

As noted on line two of the fiscal detail, the division 1involved 1in this
fiscal note is the Excise Tax Division, Budget Request Unit. You will note
that the only figure shown the additional costs in FY ~k is $1,000 and this
reflects contractual funds required to modify the forms should the oil and
gas production property tax become law as v/ell as the oil aid gas regulation
and conservation tax. This $1,000 will accomodate the redesign and printing
of new forms which will be required. The $1,000 dollars requested 1in
contractual service in FY 7%t is in addition to tfie $20,000 which we currently
have 1in the Excise Tax Division Contractual Services budget to automate

the oil and gas production tax reporting.

You will note that are there are no additional costs reflected 1in Fiscal

Year 1975« It must be pointed out that the Excise Tax uivision budget for
Fiscal Year 1975 has already been prepared and includes $10,000 budgeted in
contractual services to complete and maintain the oil ard gas automated
production tax program. In all instances, the amounts 1indicated on this
fiscal note are in addition to those amounts which have already been budgeted
or will be budgeted for the Excise Tax Division for the Fiscal Years "977

through 1979.

In Fiscal Year 1976 our fiscal note indicates personal services in the amount

of $17,600 which represents the hiring of a Revenue Auditor |IlIl whose primary
function will be the auditing of the oil and gas production and conservation
tax reports. We have shown $500 in travel for this aud tor enabling him to
work closely with the Division of Natural Resources in Anchorage. You will

also note $5,000 contractual services in Fiscal Year 19/6 which represents
the amount which we feel will be our share of the automated data processing
time-sharing costs for the oil and gas program. The amounts of $100 and
$600 represent commodities and equipment for the new hire. The total amount
in Fiscal Year 1976 being $23,800. For the years Fiscal 77 through Fiscal
79 we are indicating the personal services of this same Revenue Auditor

with merit increases each year and our contractual services indicate
time-sharing data processing costs now estimated at $6,000 per year.

AGO 788351



ICSUALT  INU-iEi
First Special Session - Eighth Legislature

REQUEST

Bill Identification: senate Bill 4 & HB h
Title: Oil and Gas Properties Production Tax
Requested by: Legislative Flnannp Date 10/11/73

Return Date Requested: october 17. or as soon after that date as possible.

Agency : Revenue & Natural Resources Program:

FISCAL DETAIL
Budget Request Unlt(s) Affected: Excise Tax Division
A. EXPENDITURES: (Thousands of dollars)-

27.2

27.2

OBJECT FY 71 FY 75 FYy 76 FT 77 FyY 78
100 PERSONAL SERVICES -0- -0- 17.6 8.1 19.3
200 TRAVEL -0- -0- 5 5 5
300 CONTRACTUAL 1.0 -0- 5.0 6.0 6.0
1)00 COMMODITIES -0- -0- o 1 1
500 EQUIPMENT -0- -0- .6 -0- -0-
600 LAND & STRUCTURES -0- -0- héi O -0-
700 GRANTS, CLAIMS, ETC. -0- -0- o -
HERAE
1.0 - -0- 23.8 25.0 1 25.9
B. FUNDING: (Thousands of dollars)
GENERAL FUND 1.0 -0- 23.8 25.0 25.9
FEDERAL FUNDS
OTHER
C. POSITIONS
PERMANENT/TEMPORARY -0-/ -0- / 1/ 1/ 1/
MAN MONTHS (P./T.) -0-/ -0- / 12/ u /o 12 /
1. ANALYSIS (See Fiscal Note Preparation Instructions, Section I11)
SEE ATTACHMENT
1v. ATTACHMENTS
Indicates itemized expenditures 1in Excise Tax Division.
V." DATE: October 22. 1973 PREPARED BY:
Steffen Andersen, Director
Excise Tax Division
Original: Legislative Finance Department of Revenue
cc: Budget and Management

Prime Sponsor (First Legislator Named)

AGO 780350 A



ATTACHMENT TO FISCAL NOTE ON O1L AND GAS PROPERTIES PRODUCTION TAX

As noted on line two of the fiscal detail, the division Involved In this
fiscal note Is the Excise Tax Division, Budget Request Unit. You will note
that the only figure shown the additional costs 1in FY 72 is $1,000 and this
reflects contractual funds required to modify the forms should the oil and
gas production property tax become low as well as the oil and gas regulation
and conservation tax. This $1,000 will accomodate the redesign and printing
of new forms which will be required. The $1,000 dollars requested in
contractual service in FY 7~ is in addition to the $20,000 which we currently
have in the Excise Tax Division Contractual Services budget to automate

the oil and gas production tax reporting.

You will note that are there are no additional costs reflected in Fiscal
Year 1975* It must be pointed out that the Excise Tax Division budget for
Fiscal Year 1975 has already been prepared and includes $10,000 budgeted in
contractual services to complete and maintain the oil and gas automated

production tax program. In all instances, the amounts indicated on this
fiscal note are in addition to those amounts which have already been budgeted
or will be budgeted for the Excise Tax Division for the Fiscal Years 197"

through 1979,

In Fiscal Year 1976 our fiscal note indicates personal services in the amount
of $17,600 which represents the hiring of a Revenue Auditor |1lIl whose primary
function will be the auditing of the oil and gas production and conservation
tax reports. We have shown $500 in travel for this auditor enabling him to
work closely with the Division of Natural Resources in Anchorage. You will
also note $5,000 contractual services 1in Fiscal Year 1976 which represents
the amount which we feel will be our share of the automated data processing
time-sharing costs for the oil and gas program. The amounts of $100 and

$600 represent commodities and equipment for the new hire. The total amount
in Fiscal Year 1976 being $23,800. For the years Fiscal 77 through Fiscal

79 we are indicating the personal services of this same Revenue Auditor

with merit increases each year and our contractual services indicate
time-sharing data processing costs now estimated et $6,000 per year.

AGO 768351



The Legislature of the State of Alaska
FISCAL NOTE
First Special Session - Eighth Legislature

I. REQUEST
Bill Identification: SB-4 , HB-4
Title: 01l and Gas Properties Production Tax
Requested by: Legislative Finance Date : 10/11/73

Return Date Requested: October 17 or ASAP
Agency:Revenue & Natural Resources Program:

I1. FISCAL DETAIL
Budget Request Unit(s) Affected: Division of Oil and Gas

A. ExPENDITURES: (Thousands of dollars®)

OBJECT FY 74 FY 75 FY 76 FY 77 FY 78 FY 79

100 PERSONAL SERVICES 12.0 25.0 26.2 55.0 57.8 60 .6
200 TRAVEL 5.0 10.5 11.0 23.2 24 4 25.6
300 CONTRACTUAL
400 COMMODITIES 0.3 0.5 0.5 1.2 1.2 1.3
500 EQUIPMENT 2.0 .4.0 4.2 _ 8.8 9.2 9.8
600 LAND & STRUCTURES 1
700 GRANTS, CLAIMS, ETC.

TOTAL 19.3 40.0 41.9 88 .2 92 .6 97.3

B. FUNDING: (Thousands of dollars)

GENERAL FUND 19.3 40 .0 41.9 fifi 2 92.6 97 .3

FEDERAL FUNDS

OTHER

C. POSITIONS:

PERMANENT/TEMPORARY 1/ 1 7/ 1/ 2 / 2 / 2 /

MAN MONTHS (P./T.) 6/ 12/ t1/ 21/ 24 / 24 /
. ANALYSIS (See Fiscal Note Preparation Instructions, Section 111)

Desired increase of field control of oil and gas run tickets,
meter checking and meter proving will require one additional petroleum
engineer now and a second petroleum engineer when North Slope production
comes on stream.

V. ATTACHMENTS

V. DATE: PREPARED BY:

Original: Legislative Finance
cc: Budget and Management
Prime Sponsor (First Legislator Named)
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II] THE LEGISLATURE 0? TEE 5TATE 0? ALASKA
EIGHTH LEGISLATURE - FIRST GPEOIAL SESSION
A BILL
For an Act entitied: "An Act relating to the- oil and gas properties
production tax; and providing for an effective
date."
EE IT ENACTED BY THE LEGISLATURE or THE STATE OF ALASKA:
A*Section 1. AS <"3.55.010 (@) is repealed and re-enacted to read:
(@) There 1s levied upon every person producing oil or gas a tax on
each barrel of oil produced within the state and on the gross value a\
the well of all gas produced within the state* both loss any paw or
value of any part the ownership or right to which is exempt frert
taxation. The tax is upon the whole production, including what 1is
r./e.mi-DiTy Vnrv.®n 2> vio -pn'r- 1r T iVitf?pPft, . Find if. levied MC-CCTU 2Cim t-0
the following schedules:

@) Oil — based upon the average daily per well produclim
and the average gravity of the oil sold from each lease or property
for the calendar month 1in barrels* the tax on each barrel of oil
produced is:

PP.ODUC" TON P..ATE
100 LED 101-1000 a001-2300 ?CoT RED
GRAVITY OR 1,158 BPD BPD OR KOBE
20rP ci® pe low
21.0° - @F
2o ., PO .9*
By. 01

30.0c - 22 .0%*

gre o< 5 .90
yn.¢e - 38, *
™ o= - _,

iK7.0* ; 1imi
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@) o1l — 1" {j~m - of the highest price- paid for
T " of Alaska royalty cm-.-- o111 s .0 - 30. y gravity < = d: m
te: tax for oil of 30.0 - 32.9 gravity from wells producing 2001 BPD
or more as shown In (1) oi" this section shall be Increased to a cents
per barrel equivalent to (10# - 12#) of the highest price paid for
State of Alaska royalty crude oil 30.0 - 30.9 gravity. The cents
per barrel taxes in the other production ranges shall be increased by
the same percentage. The department shall adjust and post the tax
rates accordingly at least semi-annually.
(3) Gas -- the tax rate shall be four per cent of the gross
value of the gas and liquid products produced.
&Kec. 2 AS 113.95.010 (b), (c) and (d) are amended to read:
$EN FRODkedMl & WG Th yye- 15 gc/phd Yy ljjf'ﬂc vagerrov s ek dit
place [LIEU] of all [AD VALOREM] taxes now [OR HEREAFTER] imposed by
the state or any of its municipalities [POLITICAL SUBDIVISIONS] upon,
and neither the state nor a inunic:ipal 1ty may Impose n tax upon
(1) property rights attached to or inherent in tlie right
to explore for or produce oil or gasj_ [,]
(2) [PRODUCING] oil or gas leases o properties, whether
producing or not; [,]
(3) oil or gas in place:
(*) oil or [AND] gas produced or extracted in the state.:
[UPON WHICH GROSS PRODUCTION TAXES ARE PAID, AND]
Q) an Intorest [INVESTMENT"] in property described 1in this
subsection: o" [SECTION]
©) the value of Intar.rible drill.".L.nr and development exr.in:;e
and e olorallon exrenses .
(©) An interest in the ."laxd not described in (b) of this section
may [SHALL] bo assessed and taxed under other provisions of state
low [AC. OTHER PROPERTY®" WITHIN THE TAXING DISTRICT IN WHICH THE rROPEKTY

IS LOCATED].
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) The [CFFfi0SS J"CTXOMJ 1 =<SiwporerT by this chanter is fl
in place [LIEU] of the tax ”~moos-si liy AP A"]. "™ ey income taxes o:
[EXCISE] taxes upon the retail sale of oil or [AND] gas products.
- Sec. 3. AS A3.55.010 (e) 1s repealed.
» Sec. A. AS A3.55*015 is repealed.
Sec. 5. ASA3.55 Is amended by adding anewsection toread:

Sec. A3.55.016 NATIVE CLAIMS PAYMENTS.

When the tax levied under Sec. 1in of this chapter 1is payable,
an amount not less than $ .o5 for each barrel cf oil produced shall be
paid by the state out of i1ts royalties from the oil, whenever payment
by the state is required under the revenue-sharing provisions of
sec. 9 of the Alaska Native Claims Settlement Act (PI. 92-203; 85 Stat.
6K«, A3 U.S.C. Itd et seq.), into tlie Alaska Native Fund until ail
amounts paid in the fund equal $500,000,000.

o Sec. 6. AS A3.55.1A0 1s amended by adding newparagraphs to read

(6) "intangible drilling and development expenses™ means
those expenses defined 1in sec. 263 (0) of the United States Internal
Revenue Cadeas defined or. the effective date of thisparagraph;

(7) 'the ownership or right to which is exempt from taxation”
means any ownership interest of the federal government or the state;

(8) "produce"™ means to remove or sell oil or gas from a
lease or property in the state;

(9) "production”™ means the volume or quantity of oil or

gas removed or sold from a lease or prop e-ty in the state;

(10) "gravity"” means the APT gravity of oil measured at 60< E.

and 1s determined by the following formula:

APl Gravity = 1AIl.5 -1r
Specific Gravity - e

(1.i.) "lease or property”™ means a lease or property Including

mineral 1interests in oil and gas and working interests, royalty intern
and overriding royalty interest.*; in oil. and gas lease:: and uni ti:w idn
pooling agreements under tho p*™»ovin.ion:.: of Lection “JA(b) (3) of tira
Internal Revenue Com* of If".A a. ch fined upon Ilie effective date of

thi s paragraph.
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ttloxil: tmm: , II: ; to f3 il? "2 Of 11 =3 U2 0iI3 }" M
from each lease or propcrty durijg; f-ir o 3+mo von;n Av the number
of ?A hour days each well produced on the 3un.se or property any time
during the calendar month;

“Lee. A. This Act takes effect January 1, 197A

AGO 780356



FINANCE COMMITTEE REPORT
ON
HOUSE BILL NO. J

The Finance Committee has had House Bill Ho. under consideration
and a majority of tlie members of the Committee have recommended it
be replaced with a Committee Substitute for House Bill 7, and that
the Committee Substitute do pass. The Committee Substitute makes
the following major changes "from the bill as introduced:

1. The existing law provides for a combination percentage of
gross value/cents per barrel severance tax on all oil produced in
the State. House Bill X as introduced, and later revised by the
Governor, would have continued this approach with a slight increase
in the cents per barrel severance tax "floor.

The Committee Substitute does away with the percentage of
gross value portion of the tax on oil and substitutes complete re—
liance on a cents Tier barrel severance tax on crude oil. The Com-
Il)r%Inrl ilw c.Ljjivve LU Sl}('a';_/)}f a
and just return on an important unrenewable resource, namely crude
oil. After much deliberation, the Committee felt a schecule of
cents per barrel tax rates levied upon various gravity oils and

egraduated with regard to the ability of wells to produce crude oil
would assure a fair return to the State.

2, 0One of the rTr™eciple objections to acents oer h?.rfel
schedule has been related to its apparent "inflexibility””. To
overcome this objection, the Committee has included a provision
that would allow escalation of the entire cents per barrel tax
schedule* with the highest price paid for the state cf Alaska royal —
ty crude oil. Currently the price reference would be the price be—
ing paid by the Tesorc Petroleum Corporation.

3. Consistent with language in i1ts Committee Substitute for
House E.11 1, the Committee inserted the wordmunicipality in place
of political subdivision wherever it occurred.

. Thie Committee Substitute repeals two portions of existing
law. AS ~3.55.010(e) and AS *13.55.015 were necessarily repealed
when the Committee chose torecommend only one system ofseverance
taxation on oil. namely thecents per barrel approach.

5. Definition changesare as follows:

A. "Average daily per well production” was changed <o
provide for a weighted averaging of days. The original bill would
have allowed a well which produced only one day during the month to
be averaged at a full months value with wells producing 30 days
during 1he month.

B. "Gravity" was further explained by the addition of a
formula.

C. "Lease or property"™ was further clarified by the addi—

tion of language similar to the definition developed hy the Commit—
tee i1n i1ts Committee Substitute for House Bill 1,
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6. The Committee Substitute contains a severability clause
which in essence provides that should any portion of the Act be
found unconstitutional, the remainder of the Act will not be affect

ed.
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FISCAL NOTE

First Special Session - Eighth Legislature
1. REQUEST i -
LAI'1 Ildentifieation: Senavc Hill 4 s a
Title: 0.J mcl Gas PrcmertieS Piroductjortj £:
Reguor.feed b y E L n a m Date: _ 10/11/73
Retum Date Re?QUOStE£cil jOnj -.joy iv. or as conn tint data as possible
Agency :_ Revenue £ wmtnV1l Pc®enrccs IrOeL" ;- . 1.

IT. FISCAL DETAIL
Budget Request Unit(s) Affected: Excise Tax Division
A. EXPEND ITUKEf: (Thousands of dollars)

OBJECT FY 71 FY 75 FY 76 FY 77 FY 78 | FY 79
100 PELAEVAL SERVICES -0- -0- 17.6 18.4 19.3 20.3
200  TEAYE:, -0- -0- H S .. .b )
100 CONTRACTUAL 1.0 ~0- b, 6.0 6.0 6.0
no0  CC. oL'LL'jYES -0- -0- 1 1 N 1
loo EQU| PEE:I -0- -0- .6 -0- -0- 1 3
Coo door g structures -0- -0- -0- -0- -0- I -0-
700 GR'UiTo, CnA.LES, ETC. 0 -0- -0- -0- -0- 1 -0-
|
prem t %
§ 1.0+ -0- 23.8 25.0 259 | 272
B. FUNDING: (Thousands of dollars)
OMreTHEr PR 1A 0 99 0 5 n XS 0 o
FHLE- :A.L TuNDS
OTHNH 2
C. positions:
PERi "ANENT/TEMPORARY -0-/ 0-/ i/ a7 L1/ i 7.
MAN MONTES (P./T.) -0-/ -0- / i12 7 12 / 127 ... i?/

111, ANALYSIS (See Fiscal Note Preparation Instructions, Section til)

SEE ATTACHMENT

\

IV. ATTACHMENTS

Indicator itemized expenditures inlExcise Tax Division.

/
v. DATE: October 22, 1973
Steffen Andersen, Director
Excise Tax Division
Or jrlna.l - )uor;Islalive- H'nonco Department of Revenue
cc : Budget and [Lunur.emont

Prime Sponsor (First Lei" Lrlatox®™ Named)

Ago
783359



ATTACHMENT TO FISCAL HOTU 011 OIL ..JO C/O P2.0M .TfIE5 I'lOHU-T IOM [AX

As noted on line two of the fiscal detail, the division involved in this
fiscal note is the Excise Tex Division, Budget Ruquer,t Unit. You will note
that the only figure shown the: additional costs in IY is $1,000 and this
reflects contractual funds required to modify tlie forms should the oil and
gas production property tax become law as Well as the oil and gas regulation
and conservation tax. This $1,000 '-nil accomodate the redesign and printing
of new forms which will be required. The S1,000 dollars requested in
contractual service in FY ~h is in addition to the $20,000 which we currently
have in the F.xcise Tax Division Contractual Services budget to automate

the oil and gas production tax reporting.

You will note that arc there ere no additional costs reflected in Fiscal

It must ljc pointed out that the Excise T*x Division budget for
Fiscal Year 1975 lies already been prepared ane includes $10,000 budgeted in
contractual services to complete and maintain the oil and gas automated

production tax program. In ali instances, the amounts indicated on this

fiscal note are in addition to those amounts which have already been budgeted
H\& Jedyc; ise Tax Division for the Fiscal Years 197/
J/J .

in Fiscal Year 1976 our fiscal note indicates personal services in the amount

of $17,600 which represents the hiring of a Revenue Auditor IIl whose (."ir.vary

function will be the auditing of the oil and gas production and conservation

tax reports. /e have shown ssoo in travel for inis auditor enabling him to

work closely with the Division of Uaturnl Resources in Anchorage. You will

- ,-»,--00 contractu*1* f-nruimc in Ficrnl Ypar 1976 which reoresents

the amount which we feel will be cur share of the automated data processing

tic.e-sharing costs for the oil and gas program. The amounts of 5100 and

s600 represent commodities and equipment for the new hire. The total amount
micar 1276 being $23,800. For the 'Tars Fiscal 77 through Fiscal

79 we are indicating the personal services of this same Revenue Auditor

with merit increases each year and our contractual services indicate

time-sharing data processing costs now estimated at $e.000 per year.
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