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in any m a n n e r  its right-of-way lease, or any rights under the 

lease, [OR AMY PIPELINE] subject to the lease, w h e t h e r  on state 

[PUBLIC] land or o t h e r  land in the state, e ither v oluntarily or 

involuntarily, directly or indirectly, or by t r a n s f e r  of control of any 

corporation h o l ding the lease [OR C E R T I F I C A T E  OR O W N I N G  THE PIPELINE,] 

to any person, without n otifying the co.,imlssloner [EXCEPT TO THE 

EXTENT THAT T HE COMMISSIONER, AFTER C O N S I D E R A T I O N  OF THE PUBLIC INTEREST 

CONVENIENCE, AND NECESSITY, BY ORDER AUTHORIZES THE TRANSFER. THE 

C O MMISSIONER SHALL NOT UNREASONABLY WITHH O L D  THIS AUTHORIZATION. THE 

APPLICATION SHALL BE DISP O S E D  OF AS IF T HE PROPOSED T R A N S F E R E E  OR 

ASSIGNEE WERE MAKING A P P L I CATION UNDER SECS. 50 - 100 OF THIS CHAPTER].

* Sec. 1*1. AS 38.35.170 is repealed and r e - e nacted to read:

Sec. 38.35.170. FORFEITURE OF LEASE. Failure to b e g i n  c o n­

struction of che pipeline facility w i t h i n  a reasonable time of the 

grancing of a right-of-way lease un d e r  this c h a pter for reasons w ithin 

the control of the lessee or failure of an o w n e r  of an interest 

in the granted right-of-way substantially to comply w i t h  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 c o m m i s­

sioner in the supe r i o r  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 w r i ting of the alleged default and shall not commence the p r o c e e d i n g  

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 AS 38.35.l80 is repealed and re- e n a c t e d  to read:

Sec. 38.35.180. INJUNCTIONS. When in the judgment of the 

commissioner a person has violated or is about to violate a p r o v i s i o n
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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 

prohib i t i o n  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.

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

Sec. 38.35-225. JUDI C I A L  REVIEW OF DECISIONS OF COPi.fllSSIONER 0M 

APPLICATION. (a) An applicant or competing applicant or a person 

w ho raises objections within 60 days of the publication of notice under 

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

j udi c i a l  review of a decision of the commissioner.

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

of the c o mmissioner 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

r e s o u r c e s ;

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

the w e l l h e a d  not defined as oil;

(3) "oi.' 1 includes 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;
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(4) "product" means r e f i n e d  crude oil, crude tops,

topped crude, p r ocessed crude petroleum, r e s idue frori crude petroleum, 

cracking stock, u n cracked fuel oil, fuel oil, ^rcaced crude oil, 

residuum, gas oil, c a s inghead gasoline, natural gas gasoline, 

naphtha, distillate, gasoline, kerosene, benzine, wash oil, ; aste oil, 

blended gasoline, l ubricating oil, blends or mixtures of pet r o l e u m  and 

any liquid products or by-product d e r i v e d  from crude p e t r o l e u m  oil or 

natural gas;

(5) "state land" means

(A) "state lands" as d e f i n e d  in AS 38.05.365;

(B) p u b l i c  land of the U n i t e d  States selected by the

state under sec. 6 of the A laska S t a t e h o o d  Act of 1958 (PL 85-508; 

72 Stat. 399)> as amended, and real property of the United 

States transferred to the state un d e r  secs. 21, 35 and ^5 u.’ the

Alaska Omnibus Act of 1959 (PL 86 - 70; 73 Stat. 1^1), as

amended.

- Sec. 19- AS 0 9 . 5 5 • 2 ^ 0 ( a ) (12) is a m e nded to read:

(1?) [SUBJECT TO THE R E Q U I R E M E N T S  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, p u m p i n g  stations, terminals, storage 

tanks, or reservoirs, a nd related installations.

* Sec. 20 AS 38.05.020(c)(1) is amended to read:

(1) g r a n t i n g  leases of state [PUBLIC] land [AND ISSUING 

CERTIFICATES] for p i p e l i n e  r i ght-of-way purposes;

s Sec. 21. AS 38.05.020(c)(2) is a m e n d e d  to read:

(2) leasing, purchasing, or o t h e r w i s e  a c quiring (including 

condemning by d e c l a r a t i o n  of t a k i n g ) , easements or other interests in
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[ON PRIVATE OR FEDERAL] land in this state for the purpose of u t ilizing

or granting leases of the land, easements or interests for pipeline

right-of-way purposes]

* Sec. 22. AS 36 .05.0 2 0 ( c ) (3) Is repealed.

* Sec. 2£. AS 38.05.020(c)(4) is amended to read:

(4) investigating any matters c o n cerning any lessee 

[CARRIER] with a view to assur i n g  compliance by it with its 

right-of-way lease, [CERTIFICATES ISSUED U N D E R  TH A T  LEASE,] this 

chapter, and any other applicable state or federal law;

* Sec. 24. AS 38.05-330 is a m e nded to read:

Sec. 38.05.330. PERMITS. The director, without the p r i o r  

approval of the commissioner, may issue permits, rights-of-way or 

easements on state land for secondary roads, trails, ditches, field 

ga thering lines or t r a nsmission and d i s t r i b u t i o n  pipelines not 

subject to AS 38.35, telephone and transm i s s i o n  lines, log storage, 

oil well drilling sites and p r o d u c t i o n  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 r e commendation of the 

director, shall establish a r e a s onable rate or fee schedule to be 

charged for these uses. In the granting, s u s pension or revocation of 

a permit or easement of lands, the dire c t o r  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. 

s Sec. 25. This Act takes effect on the day after its passage and 
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C O M M I T T E E  R E P O R T

S E N A T E

Mr .  P r e s i d e n t :  Da t e  /< ' .  . '  • ■__________
/ (

The C o m m i t t e e  on ___________________________________________  h as  h a d ___________________________________________

t .->A H • • * • , .  . ' .  , i r » r -  j t ; f  :
u n d e r  c o n s i d e r a t i o n .  A M a j o r  i t y  o f  t h e  member s  o f  t h e  C o m m i t t e e

( ) r ecommends  i t  DO PASS

( ) r ecommends  i t  DO NOT PASS

( ) r ecommends  i t  DO PASS WITH ATTACHED AMENDMENT( S )

- / i f I f ' l A •• >1 ■
( ) r e commends  i t  BE REPLACED WITH CS FOR ____________________________  AND THAT

CS FOR ______________________________ DO TASS

( ) " a n d"  r e commends  i t  BE REFERRED TO THE ____________________________________________

COMMITTEE

( ) r e p o r t s  i t  b a c k  WITHOUT RECOMMENDATION 

( ) " o t h e r "

Members  s i g n i n g  t h e  M a j  o r i t y r e p o r t :

Members  NOT c o n c u r r i n g  i n  t h e  M a j o r i t y  r e p o r t :

_________________________________________________  r e c o m m e nd s :

_________________________________________________  r e c o mm e nd s :

_________________________________________________  r e c o m m e n d s :

_________________________________________________  r e c o m m e n d s :

____________________________  recommends:

Cha i rman

AGO 788290



o i l  a n d  m n s  ■“• r o c e r t i e r .  o r o d u c t l o n  t a r

C O M M I T T E E  R E P O R T

M r .  S p e a k e r :  Da t e ______________________________________

The C o m m i t t e e  on  has  had _______________________ I 'j_______________

u n d e r  c o n s i d e r a t i o n .  A M a j  o r i t y  o f  t h e  members  o f  t h e  C o m m i t t e e  

( ) recommends  i t  DO PASS

( ) r ecommends  i t  DO NOT PASS

( ) r ecommends  i t  DO PASS WITH ATTACHED AMENDMENT( S )

( ) recommends  i t  BE REPLACED WITH CS FOR ____________________________  AND THAT

CS FOR ______________________________________  DO PASS

( ) " a nd"  recommends  i t  BE REFERRED TO THE ________________________________________________

COMM ITTEE

( ) r e p o r t s  i t  b a c k  WITHOUT RECOMMENDATION 

( ) " o t h e r "

Members  s i g n i n g  t h e  M a j o r i t y  r e p o r t :

■ • • i_____ i____

Members  NOT c o n c u r r i n g  i n  t h e  M a j  o r i t y r e p o r t

______________________________________________r ecommend  s :

______________________________________________ r e c o m m e n d s :

_____________________________________________  r e c o m m e n d s :

______________________________________________ r e c o m m e n d s :

fr- ' Vi v-~'“

__________________________  recommends:

Cha i rma n

AGO 78829L



'Ar A c t  r e l a t i n g  t o  t h e  o i l  and ,7;a 3 p r o p e r t i e s  p r o d u c t i o n  t a x ;  and 
■prov id ing f o r  an  e f f e c t i v e  d a t e , "

N o v

C O M M I T T E E  R E P O R T

'• h e r  1 , - ■•'.'3 H O U S E

M r .  S p e a k e r :  Da t e  / /  /---------------------------

The C o m m i t t e e  on N j . n a r i ' : 1 h a5 had

u n d e r  c o n s i d e r a t i o n .  A Ma j o r  i t y  o f  t h e  member s  o f  t h e  C o m m i t t e e  

( ) recommends  i t  DO PASS

( ) r ecommends  i t  DO NOT PASS

( ) r ecommends  i t  DO PASS WITH ATTACHED AMENDMENT(S)

( ) r ecommends  i t  BE REPLACED WITH CS FOR AND THAT

CS F O R _______________________________________DO PASS

( ) " a n d"  r ecommends  i t  BE REFERRED TO THE _________________________________________________

COMM ITTEE

( ) r e p o r t s  i t  b a c k  WITHOUT RECOMMENDATION 

( ) " o t h e r "

Members  s i g n i n g  t h e  M a j o r  i t y  r e p o r t :

< . . • r.j t-; 'J _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _  ___________________________

Members  NOT c o n c u r r i n g  i n  t h e  M a j  o r i t y r e p o r t :

______________________________________________ r e c o m m en ds :

______________________________________________ r e co mm en ds :

_____________________________________________  r e c o m m e nd s :

______________________________________________ r e c o m m e n d s :

- • - 1 A>v; -vw - 1

_________________________ recommends:

Cha i rma n

AGO 788292



M E M  0  R  A N D U  M
TO: C h a i rm e n  and Members

S e n a t e  and  H ou se  F i n a n c e
D A T E :  N o v e m b e r  2 1 ,  1 9 7 3

FROM: J .  H . H og an ,  D i r e c t o r
L e g i s l a t i v e  F i n a n c e

S U B J : O i l  and  Gas S e v e r a n c e
T a x  -  SB 4

The  F r e e  C o n f e r e n c e  C om m i t t e e  v e r s i o n  o f  t h e  A c t  r e l a t i n g  t o  
t h e  o i l  a nd  g a s  p r o p e r t i e s  p r o d u c t i o n  t a x  made f o u r  s u b s t a n t i a l  
c h a n g e s  f r o m  t h e  e x i s t i n g  l a w .

1 .  R a t e s
The  e x i s t i n g  l a v ;  t a x e s  o i l  a t  t h e  r a t e s  o f  3 ,  5 ,  6 , and  
8 p e r c e n t  on  v a r i o u s  b r a c k e t s  o f  p r o d u c t i o n  f r o m  3 0 0  
b a r r e l s  p e r  d a y  t h r o u g h  p r o d u c t i o n  i n  e x c e s s  o f  2 5 0 0  
b a r r e l s  p e r  d a y .  The A c t  c h a n g e s  t h e  t a x  t o  5 ,  6 , and 
S p e r c e n t  on  b r a c k e t s  r a n g i n g  f r o m  t h e  f i r s t  3 0 0  b a r r e l s  
p e r  d a y  t o  a l l  p r o d u c t i o n  i n  e x c e s s  o f  1 0 0 0  b a r r e l s  p e r  
d a y .  The  n e t  e f f e c t  o f  t h i s  i ^  t o  i n c r e a s e  t h e  r a t e  o f  
t a x  on  t h e  l o w e s t  r a t e  o f  p r o d u c t i o n  f r o m  3 - 5  p e r c e n t  
a nd  t o  b r i n g  t h e  f o r m e r  t o p  8 p e r c e n t  t a x  r a t e  i n t o  p l a y  
e a r l i e r ,  a l i  p r o d u c t i o n  o v e r  1 0 0 0  b a r r e l s  p e r  d a y  a s  
o p p o s e d  t o  a l l  p r o d u c t i o n  o v e r  2 5 0 0  b a r r e l s  p e r  d a y .
A c c o r d i n g  t o  i n f o r m a t i o n  r e c e i v e d  y e s t e r d a y  f r o m  t h e  
D i v i s i o n  o f  O i l  and  G a s ,  t h e  c o m p a r i s o n  o f  p r o j e c t e d  
r e c e i p t s  u n d e r  b o t h  t h e  new and  t h e  o l d  r a t e s  i s

SB 4
F i s c a l  Y e a r s C u r r e n t  Law New Law

7 4

75
7 6

77
78
79
80

$ 1 0 , 7 4 2 , 0 0 0 $ 1 3 , 2 6 0 , 0 0 0

1 0 , 3 8 3 , 0 0 0

1 0 , 2 9 8 , 0 0 0

1 0 , 0 8 1 , 0 0 0

5 8 , 5 2 3 , 0 0 0
1 1 8 , 5 5 0 , 0 0 0

1 4 4 . 6 0 5 , 0 0 0

1 4 . 7 8 6 . 0 0 0
1 4 . 4 4 6 . 0 0 0
1 3 . 8 5 9 . 0 0 0

8 2 , 9 8 5 , 0 0 0
1 7 4 . 4 0 2 . 0 0 0
2 0 4 . 6 8 7 . 0 0 0

ago 7 3 8 2 9 3  /



SENATOR 
LO W ELL THOMAS. Jn. 

7 0 2 2  T A N A i r . ' A  D P I  V S 

A N C H O R A G E .  A L A S K A  9 9 S 0 2

WHILE IN JUNEAU 
POUCH V 

JUNEAU, ALASKA JDOOI

S e m i t e November ’ 1 0 ,  1 9 7 3

MAJORITY LEASER

C O M M  IT TEC S

HEALTH, WELTARE AND 
EDUCATION - CHAIRMAN

RESOURCES
RULES

The H on .  T e r r y  M i l l e r ,  S e n a t e  P r e s i d e n t  
The  Hon .  Tom P i n k ,  S p e a k e r  o f  t h e  H ou se  
A l a s k a  S t a t e  L e g i s l a t u r e
M r .  P r e s i d e n t :
M r .  S p e a k e r :
I n  m a k i n g  t h i s  F r e e  C o n f e r e n c e  C om m i t t e e  R e p o r t ,  t h e  c o n f e r e e s  
w i s h  t o  d e c l a r e  n o  i n t e n t i o n  w h a t s o e v e r  t o  s e t  a  l a s t i n g  t a x  
s c h e d u l e  a s  r e g a r d s  p r o d u c t i o n  o f  o i l  and  g a s  f r o m  e i t h e r  C ook  
I n l e t  o r  m e  N o r t h  S l o p e ,  a nd  i n  f a c t ,  we w i s h  t o  s t a t e  o u r  
f i r m  b e l i e f  t h a t  s u b s t a n t i a l  c h a n g e s  w i l l  be r e q u i r e d  i n  t h e  
f u t u r e .
The c om p r om i s e  t h a t  we h a v e  r e a c h e d  r e p r e s e n t s  b a s i c a l l y  no  
c h a n g e  i n  t h e  u l t i m a t e  im p a c t  t o  t h e  N o r t h  S l o p e  f u t u r e  p r o d u c ­
t i o n ,  d i f f e r e n t  t h a n  t h a t  c o n t a i n e d  i n  t h e  G o v e r n o r ' s  b i l l  
p r e s e n t e d  t o  u s  d u r i n g  t h e  e a r l y  s t a g e s  o f  t h i s  s e s s i o n .
We u n d e r s t a n d  t h a t  t h e  c h a n g e s  w h ic h  we h a v e  made i n s o f a r  a s  
t h e y  r e l a t e  t o  C o o k  I n l e t  p r o d u c t i o n  r e p r e s e n t  a  compi - . . . i s o  
i n  w h i c h  t h e  l e v e l  p r o p o s e d  b y  t h i s  b i l l  w i l l  be  l e s s  t h a n  
o n e - h a l f  t h e  d i f f e r e n c e  b e tw e e n  t h e  e x i s t i n g  la v :  a nd  t h a t  s u g ­
g e s t e d  by  t h e  H ou se  F i n a n c e  C o m m i t t e e  S u b s t i t u t e  p r o p o s a l .
R e s p e c t f u l l y  s u b m i t t e d ,

V '? W 4  w  - O  < 0  (  ■ <y
S e n a t o r  L o w e l l Thomas , )  J r . R e p r e s e n t a t i v e And rew  W a rw i c k
C h a i rm a n  _ / I V i c e  C h a i rm a n

J a
\ /  /  /

tS /A  f V - 1 ' * •' «•

S e r i a t  o r  C . R . Lev/ i  g

•J //’ ^ 7  / /
1

/ c- <- -

' L e n a  u o r  s o n r .  m a d e

R e p r e s e n t a t i v e  R o b e r t  I l a r t i g

y/7,', , J  > r /  i - \
/ X s  s /)/\ ' /  ■' ?  " g  \
/ ,yv  v. / / ' ; • I >■—  Lll'_iir ’

! ;o j ) :• e s e n t a t i v o ~ *  Huss  Meek:L11s

/
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SENATE/HOUSE/FREE CONFERENCE SEVERANCE TAX COMPARISON 

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

PER CENT OF VALUE , CENTS PER BARREL FLOOR 

(27.Deqree Gravity)

SENATE 3% on the first 300 barrels;

5% on the next 700 barrels;
6 % on the next 1,500 barrels; and 
8 % on all production in excess of 

2,500 barrels.

$.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.

HOUSE $.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

FREE CONFERENCE 5% on the first 300 barrels; $.16875 on each of the first 300 barrels;
6 % on the next 700 barrels; $.2025 on each of the next 700 barrels;

8 % on all production in excess of $.2700 on each barrel of production in excess
1 , 0 0 0  barrels. of 1 , 0 0 0  barrels.

SENATE HOUSE FREE CONFERENCE "SPLITS"

Effective Cook Inlet Tax Rate (Current Take/House)
(1,000 BPD of 35 degree API Oil)

Per Cent of Value 4.4% 3.59%* 5 . 7 2 %  . 6.5%
Cents Per Barrel $.1715 $.339 $.2232 -$.2553

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



T h e  L e g i s l a t u r e  o f  t h e  S t a t e  o f  A l a s k a .
F I S C A L  N O T E

F i r s t  S p e c i a l  S e s s i o n  -  E i g h t h  L e g i s l a t u r e

REQUEST
B i l l  I d e n t i f i c a t i o n :  S B - 4  , HD—4_________________________________
T i t l e :  O i l  and  Gas P r o p e r t i e s  P r o d u c t i o n  Tax____________________
R e q u e s t e d  b y :  L e g i s l a t i v e  F i n a n c e ________________D a t e :  i n / 1 1 / 7 1
R e t u r n  D a t e  R e q u e s t e d :  O c t o b e r  17  o r  7\SAP__________________________
A g e n c y : R e v e n u e  & N a t u r a l  R e s o u r c e s  P r o g r a m : _______________________

I I .  F I S C A L  DETA IL
B u d g e t  R e q u e s t  U n i t ( s )  A f f e c t e d :  D i v i s i o n  o f  O i l  and  Gas
A . EXPEND ITURES : ( T h o u s a n d s  o f  d o l l a r s !

OBJECT FY FY 7 5 FY 76 FY 7 7 FY 7 8 FY 79
1 0 0 PERSONAL SERV ICES 1 2 . 0 2 5 . 0 26 . 2 5 3 ■ 1! 5 7 . 8 6 0 . 6  _
2 0 0 TRAVEL 5 . 0 1 0 . 5 1 1 . 0 2 3 . 2 2 4 . 4 2 5 . 6
3 0 0 CONTRACTUAL
1|00 COMMODITIES 0 . 3 0 . 5 0 . 5 1 . 2 1 . 2 1 . 3
5 0 0 EQUIPMENT 2 . 0 . 4 . 0 4 . 2 8 . 8 9 . 2 9 . 8
(Too LAND & STRUCTURES
7 0 0 GRANTS, CLA IMS ,  ETC.

TOTAL 1 9 . 3 4 0 . 0 4 1 . 9 8 8 . 2 9 2 . 6 97  . 3

B .  FUNDING: ( T h o u s a n d s  o f  d o l l a r s )

GENERAL FUND 1 9 . 3 a n . n A1 Q Rfi , 2 92 . 6 97  . 3  _
FEDERAL FUNDS
OTHER

C .  P O S IT IO N S :

PERMANENT/TEMPORARY 1 / 1 / 1 / 2 / 2 / 2 /
MAN MONTHS ( P . / T . ) 6 / i ? / . 12 / . ,2.4. J  .. . 2 4 / 24 / .  .

I I I .  ANALYS IS  ( S e e  F i s c a l  N o t e  P r e p a r a t i o n  I n s t r u c t i o n s ,  S e c t i o n  I I I )  
D e s i r e d  i n c r e a s e  o f  f i e l d  c o n t r o l  o f  o i l  and  g a s  r u n  t i c k e t s ,  

m e t e r  c h e c k i n g  and  m e t e r  p r o v i n g  w i l l  ; e q u i r e  o n e  a d d i t i o n a l  p e t r o l e u m  
e n g i n e e r  now and  a s e c o n d  p e t r o l e u m  e n g i n e e r  when N o r t h  F ^ op e  p r o d u c t i o n  
comes  o n  s t r e a m .

I V . ATTACHMENTS

V. DATE: ^  w '' ' v  PREPARED BY :  -

O r i g i n a l :  L e g i s l a t i v e  F i n a n c e
c c :  . B u d g e t  a nd  Managemen t

P r im e  S p o n s o r  ( F i r s t  L e g i s l a t o r  Named )
AGO 788296



FINANCE COMMITTEE REPORT 
ON

HOUSE B I L L  MO. l\

The  F i n a n c e  C om m i t t e e  h a s  had  H ou s e  B i l l  No .  4 u n d e r  c o n s i d e r a t i o n  
an d  a m a j o r i t y  o f  t l i e  membe rs  o f  t h e  C o m m i t t e e  h a v e  r e c om m ended  i t  
be  r e p l a c e d  w i t h  a C om m i t t e e  S u b s t i t u t e  f o r  H ou se  B i l l  , a n d  t h a t  
t h e  C o m m i t t e e  S u b s t i t u t e  do  p a s s .  The  C om m i t t e e  S u b s t i t u t e  m ake s  
t h e  f o l l o w i n g  m a j o r  c h a n g e s  f r o m  t h e  b i l l  a s  i n t r o d u c e d :

1 .  The e x i s t i n g  l a w  p r o v i d e s  f o r  a  c o m b i n a t i o n  p e r c e n t a g e  o f  
g r o s s  v a l u e / c e n t s  p e r  b a r r e l  s e v e r a n c e  t a x  on a l l  o i l  p r o d u c e d  i n  
t h e  S t a t e .  H ou se  B i l l   ̂ a s  i n t r o d u c e d ,  and  l a t e r  r e v i s e d  b y  t h e  
G o v e r n o r ,  w o u ld  h a v e  c o n t i n u e d  t h i s  a p p r o a c h  w i t h  a s l i g h t  i n c r e a s e  
i n  t h e  c e n t s  p e r  b a r r e l  s e v e r a n c e  t a x  " f l o o r .

The  C om m i t t e e  S u b s t i t u t e  d o e s  away  w i t h  t h e  p e r c e n t a g e  o f  
g r o s s  v a l u e  p o r t i o n  o f  t h e  t a x  on  o i l  and  s u b s t i t u t e s  c o m p l e t e  r e ­
l i a n c e  on  a  c e n t s  p e r  b a r r e l  s e v e r a n c e  t a x  on  c r u d e  o i l .  T he  Com-
^  u  ~ ~ -! ^  4 - t - «  ^  "l ,■ ~  ^  n  ^  n u  •: ~  JT* 4 - v» ~  r> ^  ~
j ! i .» i $ i /  xr«- . i i i  i » / o  u n . L X w v u .  a o x u x i o  o u u ^ u  u  o w  a b i i i c  v c  xv- /jL  l / i i c  u  i / d  o  c  a  ± a  jl±

an d  j u s t  r e t u r n  on  an  i m p o r t a n t  u n r e n e w a b l e  r e s o u r c e ,  n a m e l y  c r u d e  
o i l .  A f t e r  much d e l i b e r a t i o n ,  t h e  C o m m i t t e e  f e l t  a s c h e d u l e  o f  
c e n t s  p e r  b a r r e l  t a x  r a t e s  l e v i e d  u p on  v a r i o u s  g r a v i t y  o i l s  and 

■graduated w i t h  r e g a r d  t o  t h e  a b i l i t y  o f  w e l l s  t o  p r o d u c e  c r u d e  o i l  
wc-u ld a s s u r e  a f a i r  r e t u r n  t o  t h e  s t a t e .

2 . One o f  t h e  r>r,^ r c i p l e  o b j e c t i o n s  t o  a c e n t s  p e r  b a r r e l  
s c h e d u l e  h a s  b e en  r e l a t e d  t o  i t s  a p p a r e n t  " i n f l e x i b i l i t y " .  To 
o v e r c o m e  t h i s  o b j e c t i o n ,  t h e  C o m m i t t e e  h a s  i n c l u d e d  a p r o v i s i o n  
t h a t  w o u ld  a l l o w  e s c a l a t i o n  o f  t h e  e n t i r e  c e n t s  p e r  b a r r e l  t a x  
s c h e d u l e  w i t h  t h e  h i g h e s t  p r i c e  p a i d  f o r  t h e  s t a t e  o f  A l a s k a  r o y a l ­
t y  c r u d e  o i l .  C u r r e n t l y  t h e  p ^ i c e  r e f e r e n c e  w o u ld  be  t h e  p r i c e  b e ­
i n g  p a i d  by  t h e  T e s o r o  P e t r o l c  n C o r p o r a t i o n .

3 .  C o n s i s t e n t  w i t h  l a n g u a g e  i n  i t s  C om m i t t e e  S u b s t i t u t e  f o r  
H ou se  B i l l  1 ,  t h e  C om m i t t e e  i n s e r t e d  t h e  w o rd  m u n i c i p a l i t y  i n  p l a c e  
o f  p o l i t i c a l  s u b d i v i s i o n  w h e r e v e r  i t  o c c u r r e d .

Jj. The C om m i t t e e  S u b s t i t u t e  r e p e a l s  tw o  p o r t i o n s  o f  e x i s t i n g  
l a v ; .  AS ^ 3 .  55 • 0 1 0 ( e )  and  AS ^ 3 . 5 5 * 0 1 5  w e r e  n e c e s s a r i l y  r e p e a l e d  
when t h e  C om m i t t e e  c h o s e  t o  recommend  o n l y  one  s y s t e m  o f  s e v e r a n c e
t a x a t i o n  on  o i l ,  n a m e l y  t h e  c e n t s  p e r  b a r r e l  a p p r o a c h .

5 .  D e f i n i t i o n  c h a n g e s  a r e  a s  f o l l o w s :
A. " A v e r a g e  d a i l y  p e r  w e l l  p r o d u c t i o n "  was c h a n g e d  t o

p r o v i d e  f o r  a w e i g h t e d  a v e r a g i n g  o f  d a y s .  The o r i g i n a l  b i l l  w o u l d  
h a v e  a l l o w e d  a  w e l l  w h ic h  p r o d u c e d  o n l y  on e  day  d u r i n g  t h e  m on th  t o  
be  a v e r a g e d  a t  a f u l l  m on th s  v a l u e  w i t h  w e l l s  p r o d u c i n g  3 0  d a y s  
d u r i n g  t h e  m on th .

B .  " G r a v i t y "  was f u r t h e r  e x p l a i n e d  by t h e  a d d i t i o n  o f  a
f o r m u l a .

C. " L e a s e  o r  p r o p e r t y "  was f u r t h e r  c l a r i f i e d  by  t h e  a d d i ­
t i o n  o f  l a n g u a g e  s i m i l a r  t o  t h e  d e f i n i t i o n  d e v e l o p e d  by t h e  C om m i t ­
t e e  i n  i t s  C om m i t t e e  S u b s t i t u t e  f o r  H ou s e  B i l l  1 .

AGO 788297



6 . The  C o m m i t t e e  S u b s t i t u t e  c o n t a i n s  a s e v e r a b i l i t y  c l a u s e  
w h i c h  i n  e s s e n c e  p r o v i d e s  t h a t  s h o u l d  a n y  p o r t i o n  o f  t h e  A c t  be 
f o u n d  u n c o n s t i t u t i o n a l ,  t h e  r e m a i n d e r  o f  t h e  A c t  w i l l  n o t  b e  a f f e c t ­
ed  .



HO U S E  BI L L  NO. 4 

IN THE L E G I S LATURE OF THE ST A T E  OF ALASKA 

EIGHTH LEGISL A T U R E  - FIRST SPECIAL S E S SION

A BILL

For an Act entitled: "An Act r e l a t i n g  to the oil and gas properties

p r o d u c t i o n  tax; and prov i d i n g  for an effective date."

BE IT ENACTED BY THE LE G I S L A T U R E  OF THE STATE O F  ALASKA:

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

Sec. 43* 55 *010. GROSS PRODUCTION TAX. (a) There is levied upon

the prod u c e r  of oil or [AND] gas a tax based upon a p e r  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 f o l l o w i n g  schedules, and any part which is

exempt from taxation is deducted from the tax levied on a pro rata

basis as to each produc ^on level tax bracket:

(1) oil: b a s e d  upon the „->tal production from each lease 

or property [AVERAGE DAILY P R O DUCTION FOR EACH WELL] for the calendar 

m o n t h  in barrels, the tax is

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

daily per well p r o d u c t i o n ;

(B) five p e r  cent on the next 700 barrels of average 

daily per well p r o d u c t i o n ;

(C) six p e r  cent on the next 1,500 barrels of average 

dally per well p r o d u c t i o n ; and

(D) eight p e r  cent on all production in excess of 2,500 

barrels of average daily p e r  well p r o d u c t i o n ;

(2) gas: the tax [RATE] is fo u r  per cent of the gross

- 1 -  H B  H

BY THE RULES COMMITTEE BY
IN THE HOUSE REQUEST OF THE GOVERNOR
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2

value of the gas and liquid products p r o d u c e d  each m o n t h .

(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 u p o n , and neither 

ohe state nor a political subdivision may Impose a tax 

u pon

(1) property rights attached to or inherent in tlie right 

to explore for or produce oil or gas_^ [,]

(2) [PRODUCING] oil or gas leases or p r o p e r t i e s , w h e ther  

producing or n o t ; [,]

(3) oil or gas in place;

(i)) oil or [AND] gas prod u c e d  or extracted in the state_j_ 

[UPON WHICH GROSS P R O D UCTION 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 e x p e n s e s.

(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 W ITHIN THE TAXING D I S T R I C T  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 p r o d u c t s .

(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 p a y able in place of the 

tax levied in this section [AND THE TAX LEVIED IN THIS S E C TION NEED 

NOT BE P A I D ] .

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

Sec. 43.55.015. TAX PER BARREL OP OIL. (a) T h e r e  is levied 

upon the prod u c e r  of oil a tax on each barrel of oil r e m o v e d  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 det e r m i n c a  

according to the following cents per Darrel tax schedule arid any part 

which is exempt from taxation is deducted from the tax levied on a

pro rata basis as to each production level b r a c k e t :

(1) $.10125 on the first 300 barrels of a v e rage daily

per well production;

(2) $.16875 on the next 700 barrels of a v e rage daily

p e r  well production;

(3) . $.2025 on the next 1,500 barrels of a v e rage daily 

p er 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 API gravity. F o r  each d e gree of API

gravity less than 27 degrees the cents per barrel tax in each production

level bracket shall be reduced by two p er cent of the base rate for 

27 degree oil and for each degree of API gravity g r e a t e r  than 27 

degrees the cents per barrel tax for each p r o d u c t i o n  level bracket 

shall be increased by two p er cent of the base rate for 27 degree oil; 

except that oil above 40 degrees API gravity shall be taxed as 

40 degree oil. In applying the gravity adjustment un d e r  this 

subsection, fractional degrees of API gravity shall be disregarded.

(c) The tax levied by this section shall be a d m i n i s t e r e d  and 

pai d  in the same m a n n e r  as the tax levied in sec. 10 o f  this chapter.

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

-3- H B  4

AGO 708301



6

7

8

9

10

11

12

13

14

15

16

17

18

19

20 

21 

22

23

24

25

26

27

28 

29

section is equal to or less than the tax due under sec. 10(a)(1) of 

this chapter, the tax levied in sec. 10(a)(1) 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 requ i r e d  under the revenue-sharing provisions of 

sec. 9 of the A laska 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 p a i d  in the fund equal $500,000,000.

* Sec. 3. AS 3 - 5 5 • 1 ̂ 0 is amended by adding new paragraphs to read:

(6) "intangible dril l i n g  and development expenses" means 

those expenses d e f ined 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) "API gravity" means the specific gravity of oil 

meas u r e d  in degrees on the American Petroleum Institute scale;

(11) "average daily per well production" means the amount 

calculated by d i v i d i n g  the total number of barrels of oil produced 

from each lease or property d u r i n g  th. calendar month by the total 

n umber cf wells p r o d u c e d  on the lease or property any time during the 

calendar mo n t h  and d i v i d i n g  that amount by the total number of days in 

the calendar month;

HB *1



(12) "lease or property" means a lease or prope r t y  including, 

but not l i m ited to, a u n i t i zation or pooling agreement un d e r  the 

provisions of S e c t i o n  6l*l(b)(3) of the Internal Revenue Code of 195** 

as d e f ined upon the effective date of this paragraph.

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

-5- HB *1
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Original sponsor: Rules Committee by
request of the Governor

IN T HE HOUSE

Offered: 10/30/73

BY THE FINANCE COMMITTEE

CS F OR HO U S E  B I L L  NO. 4 

IN T H E  L E G I S L A T U R E  O F  THE ST A T E  OF ALASKA

EIGHTH LEGISLATURE - FIRST SPECIAL SESSION

A BILL

F or an Act entitled: "An Act rela t i n g  to the oil and gas properties

pr o d u c t i o n  tax; and providing for an effective date." 

BE IT ENACTED BY THE L EGISLATURE OF THE STATE OF ALASKA:

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

(a) There is levied upo n  every p e r s o n  producing oil or gas a

tax on each barrel of oil produced w ithin the state and on the gross 

value at the well oi all gas produced within the state, bo t h  less 

any part or value of any part the ownership or right to w h i c h  is 

exempt from taxation. The tax is up o n  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 p r o d uction

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

for the calendar m o n t h  in barrels, the tax on each barrel of oil 

produced is:

P roduction Ratt

100 BPD 101-1000 100 2000 2001 B PD

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 A laska royalty crude oil 30.0 - 30.9 g r a vity exceeds $.40, 

the tax for oil of 30.0 - 32.9 gravity from wells pro d u c i n g  2001 BPD 

or more as shown In (1) of this subsection shall be increased to a 

cents per barrel equivalent to 10 p er cent 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 pro d u c t i o n  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.

# Sec. 2. AS 43.55.010(b), (c) and (d) are amended to read:

(b) The [PAYMENT OF THE] tax imposed by this chapter is in 

place [LIEU] of all [AD VALOREM] taxes n ow [OR HEREAFTER] imposed by 

the state or any of its m u n i c i p a l i t i e s  [POLITICAL SUBDIVISIONS] uponx  

and neither the state nor a m u n i c i p a l i t y  m a y  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 

p roducing or not; [,]

(3) oil or gas in place;

(4) oil or [AND] gas produced or extracted in the s t a t e ^

[UPON WHICH GROSS P R O DUCTION TAXES ARE PAID, AND]

(5) an Interest [INVESTMENT] in prop e r t y  desc r i b e d  i n  this 

subsection; or

(6) the value of intangible dril l i n g  and development expenses 

3SHB 4 -2-
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and e xploration expenses [SECTION],

(c) An interest in the land not described in (b) of this section 

m a y  [SHALL] be assessed and taxed under other provisions of state

law [AS OT H E R  PROPERTY W I T H I N  THE TAXING DISTRICT IN WH I C H  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 upo n  the retail sale of oil or [AND] gas

products.

* Sec. 3. AS *13.55.010(e) is repealed.

* Sec. *1. AS *13-55.015 is repealed.

* Sec. 5. AS *13.55 is amended by adding a new section to read:

Sec. *13.55.016. NATIVE CLAIMS PAYMENTS. Wh e n  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 roya l t i e s  from the oil, whenever payment by the state is 

required under the r e v e n u e -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 pa r a g r a p h s  to read:

(6) "average d a i l y  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 m o n t h  by the number 

of 24 hour days each well produced on the lease or prop e r t y  a ny time 

during the calendar month;

(7) "gravity" m e a n s  the API gravity of oil meas u r e d  at 

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

API Gravity = 5 _ 1 31 .5
Speciric Gravity

-3- CSHB 4

AGO 788306



II

12

13

14

15

16

17

16

19

20

21

22

23

24

25

26

27

28

29

(8) "intangible dril l i n g  and d e v e l opment 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 

m i n e r a l  interests in oil and gas and working interests, r o y alty 

interests and overriding royalty interests in oil and gas leases and 

un i t i z a t i o n  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" m e a n s  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 

gas removed or sold from a lease or property in the state.

* Sec. 7. If any p r o v i s i o n  of this Act, or the ap p l i c a t i o n  of it to any 

p erson or circumstance is held invalid, the remainder of this Act and the 

a p p l i cation to other persons or circumstances is not affected by that 

holding.

* Sec. 8. This Act takes effect J a n uary 1, 1974.
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Original sponsor: Rules Committee by
request of the Governor

IN THE SENATE

Offered: 10/30/73
Referred: Rules

BY T H E  FINANCE COMMITTEE 

CS FOR SENATE BILL NO. 4 

IN THE L E G I S LATURE OF THE STATE OF ALASKA 

EIGHTH L E G I S LATURE - FIRST SPECIAL SESSION

A BILL

For an Act entitled: "An Act relating to the oil and gas p r o p erties

p r o d u c t i o n  tax; and p r oviding for an e f fective date."

BE IT E N A C T E D  BY T HE LEGISLATURE OF THE STATE OF ALASKA:

# S e c t i o n  1. AS 4 3.55*010 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 

gr o s s  value at the well of all oil or [AND] gas removed or sold from 

each lease or prope r t y  in the state, less the value of any part the 

ow nership or right to w h i c h  is exempt from taxation. The tax is

d e t e r m i n e d  acc o r d i n g  to the following schedules, and any part w h i c h  is

exempt from taxa t i o n  is deducted from the tax levied on a p ro rata

basis as to ea c h  p r o d u c t i o n  level tax bracket:

(1] oil: based upon the average dally pr o d u c t i o n  for each 

w e l l  for the cale n d a r  m o n t h  in barrels, the tax is

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

(B) five per cent on the next /00 barrels;

(C) six per cent on t ! ' next 1,500 barrels; and

(D) eight per cent on all p r o d uction in excess of 2,500

barrels;

(2) gas: the tax [RATE] is four per cent of the gross  

value of the gas and liquid products produced each m o n t h .

(b) The [PAYMENT O F  THE] tax Imposed by this chapter is in 

place [LIEU] of all [AD VALOREM] taxes now [OR HEREAFTER] imposed b y

the state or any of its political subdivisions u p o n , and neither

-1- CSSB 4 (Finance) uni
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the state n o r  a p o litical subdiv i s i o n  may Impose a tax upon

(1) prop e r t y  rights attached to or inherent in the 

right to explore for or produce oil or g a s ^  [,]

(2) pro d u c i n g  oil or gas leases,

(3) oil or [AND] gas produced or extracted in the state_j_

[UPON WHICH GROSS P R O DUCTION TAXES ARE PAID, AND]

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

subsection; or

(5) the value of Intangible drilling and e xploration 

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 PROPE R T Y  WITHIN THE TAXING DISTRICT IN WHICH THE

PROP E R T Y  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 

p r o d u c t s .

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

(l) of this s e c tion is less than the t ax 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 T A X  LEVIED IN THIS SECTION 

NEE D  N O T  BE PAID].

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

Sec. A 3 .55.015. T A X  PER BARREL OF OIL. (a) There is levied 

upon the produ c e r  of oil a tax on each barrel of oil removed or sold 

from e a c h  lease or properly in the state less any part the o w nership 

or right to wh i c h  is exempt from taxation. The tax is based upon 

the average daily p r o d uction for each well for the calendar month in

CSSB A (Finance) am -2-
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barrels d e t ermined accord'"g to the following schedule and any part 

which is exempt from taxation is dedu c t e d  from the tax levied on a pro 

r a t a  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 p r o d u c t i o n  in excess of 2,500

b a r r e l s .

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

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

gravity less than 27 degrees the cents per barrel tax in each p r o d u c­

tion level bracket shall be reduced by two per cent of the base rate 

for 27 degree oil and for each degree of API gravity g r e ater than 27

degrees the cents oer barrel tax for each p r o d uction level bracket

shall be increased by two per cent of the base rate for 27 degree oil; 

except that oil above A0 degrees API gravity shall be taxed as

A0 degree oil. In applying the gravity adjustment under this sub­

section, fractional degrees of API 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)(1) of 

this chapter, the tax levied In sec. 10(a)(1) of this chapter is 

payable in place of the tax levied in this section.

(e) Whe n  the tax levied under this section is payable, an 

amount not less than $.05 for each barrel of oil prod u c e d  shall be 

paid by the state out of its royalties from the oil, whenever payment: 

by the state is requ i r e d  under the reve n u e - s h a r i n g  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 N ative Fund until all 

amounts paid in the fund equal $500,000,000.

* Sec. 3. AS ^3-55-1^0 is a m e nded by adding new paragraphs to read:

(6) "API gravity" means the specific gravity of oil 

measured in degrees on the American P e troleum Institute scale;

(7) "Intangible dril l i n g  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 prope r t y  including 

mineral Interests in oil and gas and w o r king interest, r o y alty i n t e r­

ests and overriding royalty interests in oil and gas leases and 

unitization or pooling agreements under the p r o visions 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 go v e r n m e n t  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 J a n uary 1, 197**.
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BY THE RULES C O MMITTEE BY
IN THE SENATE R E Q U E S T  OP THE G O V E R N O R

SENATE BI L L  NO. 4 

IN THE LEGISLATURE OP THE STATE OP ALASKA 

EIGHTH LEGISLATURE - F I R S T  S P E CIAL S E S SION

A BI LL

For an Act entitled: "An Act rela t i n g  to the oil and gas properties

p r o d uction tax] and p r o v i d i n g  for an e f fective date."

BE I T  ENACTED BY THE L E G I S LATURE OF THE STATE OP ALASKA:

* Section 1. AS lJ3.55-01u is amended to read:

Sec. 43.55-010. GROSS PRODUCTION TAX. (a) There Is levied upon 

the p r o d u c e r  of oil or [AND] gas a tax based upon a p e r  cent of the 

gross value at the we l l  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 

d e t e r m i n e d  according to the following schedules, and any part w h i c h  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 total pro d u c t i o n  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 p r o d u c t i o n ;

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

daily p er v/ell p r o d u c t i o n ;

(C) six p e r  cent on the next 1,500 barrels of average 

dally per well p r o d u c t i o n ; and

(D) eight per cent on all p r o d uction In excess of 2,500 

barrels of average daily p er well p r o d u c t i o n ;

(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 m o n t h .

(b) The [PAYMENT OP TIIE] tax Imposed b.y this c h a p t e r is in

place [LIEU] of all [AD VALOREM] taxes n ow [OR HEREAFTER] imposed by 

the state or any of its p o litical subdivisions u p o n , and neither 

the state nor a p o litical subdivision may impose a tax

upon

(1) p r o p e r t y  rights attached to or Inherent in the right 

to e x p lore for or produce oil or gas^. Cjl

(2) [PRODUCING] oil or gas leases or properties, whether 

p r o d u c i n g  or not; [ , ]

(3) oil or gas in place:

(JJ) oil or [AND] gas produced or extracted in the s t ate^

[UPON W H I C H  GROSS P R O D U C T I O N  TAXES ARE PAID, AND]

(5) an interest [INVESTMENT] in p r o p e r t y  described in this

subsection: or [SECTION]

(6) the value of intangible d r i l l i n g  and development expenses 

and e x p l o r a t i o n  e x p e n s e s .

(c) An interest In the land not desc r i b e d  in (b) of this section 

may [SHALL] be asses s e d  and taxed under other provisions of state

law [AS O T H E R  P R O P E R T Y  W I T H I N  THE TAXING DISTRICT IN WH I C H  THE 

PROPERTY IS LOCATED].

(d) The [GROSS PRODUCTION] tax imposed by this chapter is not in 

place [LIEU] of the tax i m p osed by AS ^3-57 or income taxes or [EXCISE] 

taxes upo n  the r e tail sale of oil or [AND] gas products.

(e) If on a tax p a y ment date the amount of tax due under (a)(1) of 

this s e c tion is less th a n  the tax due under sec. 15 of this chapter, 

the tax l e v i e d  in sec. 15 of this chapter is payable in place of the

tax levied in this section [AND THE TAX L E V I E D  IN THIS S E C TION NEED 

NOT BE PAID].

SB -2-
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* Sec. 2. AS 43.55.015 is repealed and re-enacted to read:

Sec. 43.55.015. T A X  PER D A RREL OF OIL. (a) There is levied 

upon the p r o d u c e r  of oil a cax on each barrel of oil removed or sold 

from each lease or p r o p e r t y  in the state, less any part the owne r s h i p  

or right to w h i c h  is exempt from taxation. The tax is d e t e r m i n e d  

a cc o r d i n g  to the fol l o w i n g  cents per barrel tax schedule and any part 

wh i c h  is exempt from taxation is deducted from the tax l evied on a

pro rata basis as to each production level bracket:

(]) $.10125 on the first 300 barrels of a v e rage 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 p r o d u c t i o n  in excess of 2,500 barrels

of a v e rage daily per well production.

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

applies to oil of 27 degrees API gravity. For each d egree of API

gravity less than 27 degrees the cents per barrel tax in each p r o d u c t i o n

level bracket shall be reduced by two per cent of the base rate for 

27 degree oil and for each degree of API gravity greater than 27 

degrees the cents per barrel tax for each pro d u c t i o n  level bracket 

shall be increased by two per cent of the b»Be rate for 27 d egree oil; 

except that oil above 4u Degrees API gravity shall be taxed as 

40 degree oil. In a p p l y i n g  the gravity adjustment u n d e r  this 

subsection, fractional degrees of API gravity shall be disregarded.

(c) The t ax levied by this section shall be a d m i n i s t e r e d  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 is equal to or less than the tax due under sec. 1 0 (a)(1 ) of 

this chapter, the tax levied in sec. 1 0 (a)(1 ) 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 r e v e n u e - s h a r i n g  provisions of 

sec. 9 of the Alaska Native Claims Settlement Act (PL 92-203; 85 Stal. 

6 88 , *13 U.S.C. 1601 et seq.), into the Alaska Native Fund until all 

amounts paid in the fund equal $5 0 0 ,000 ,000 .
# Sec. 3- AS *)3.55.1**0 is amended by adding new paragraphs to read:

(6 ) "intangible d r i l l i n g  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 1 imoved or sold from a lease or property in the state;

(10) "API gravity" means the specific gravity of oil 

m easured in degrees on the Amer i c a n  Petr o l e u m  Institute scale;

(1 1 ) "average daily per well production" means the amount 

calculated by dividing the total n umber of barrels of oil produced 

from each lease or property d uring the calendar mo n t h  by the total 

number of wells produced on the lease or property any time d uring the 

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

the calendar month;

SB *1 _ 1|_
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(12) "lease or property" means a lease or prop e r t y  including, 

but not limited to, a un i t i z a t i o n  or p o o l i n g  agreement under the 

provisions of Section 6lA(b)(3) of the Internal Revenue Code of 195^ 

as defined upon the e f fective date of this paragraph.

* Sec. *(. This Act takes effect January 1, 197^-
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I

FINANCE COMMITTEE REPORT 
ON

HOUSE B I L L  MO. H

The  F i n a n c e  C o m m i t t e e  h a s  h ad  H ou s e  B i l l  No .  4 u n d e r  c o n s i d e r a t i o n  
a n d  a m a j o r i t y  o f  t h e  membe rs  o f  t l i e  C o m m i t t e e  h a v e  r e c om m ended  i t  
be  r e p l a c e d  w i t h  a  C o m m i t t e e  S u b s t i t u t e  f o r  H ou se  E i l l  4 ,  a n d  t h a t  
t h e  C o m m i t t e e  S u b s t i t u t e  do  p a s s .  The C om m i t t e e  S u b s t i t u t e  makes  
t h e  f o l l o w i n g  m a j o r  c h a n g e s  f r o m  t h e  b i l l  a s  i n t r o d u c e d :

1 .  The e x i s t i n g  l a w  p r o v i d e s  f o r  a  c o m b i n a t i o n  p e r c e n t a g e  o f  
g r o s s  v a l u e / c e n t s  p e r  b a r r e l  s e v e r a n c e  t a x  on  a l l  o i l  p r o d u c e d  i n  
t h e  S t a t e .  H ou se  B i l l  *1 a s  i n t r o d u c e d ,  and  l a t e r  r e v i s e d  by  t h e  
G o v e r n o r ,  w o u ld  h a v e  c o n t i n u e d  t h i s  a p p r o a c h  w i t h  a s l i g h t  i n c r e a s e  
i n  t h e  c e n t s  p e r  b a r r e l  s e v e r a n c e  t a x  f l o o r .

T he  C om m i t t e e  S u b s t i t u t e  d o e s  away w i t h  t h e  p e r c e n t a g e  o f  
g r o s s  v a l u e  p o r t i o n  o f  t h e  t a x  on  o i l  a n d  s u b s t i t u t e s  c o m p l e t e  r e ­
l i a n c e  on  a  c e n t s  p e r  b a r r e l  s e v e r a n c e  t a x  on  c r u d e  o i l .  The  Com-
>5 U «- ̂  *5 -J 4— r-m >3 *i 4 U m f' U 3 rN v» •— ~ 1— U 4 — n « 1-, -2 » /V n ̂  v, 4* r- O 4— n 4— ̂  r\ •!in i iii ii jo uc.i.uiu*,j. a v J . u n o  o u u ^ n u  u w cl U i .> _l vt v c: I* i i tr o ̂  a. t* c cl xcijlI

an d  j u s t  r e t u r n  on  an  i m p o r t a n t  u n r e n e w a b l e  r e s o u r c e ,  n a m e l y  c r u d e  
o i l .  A f t e r  much d e l i b e r a t i o n ,  t h e  C o m m i t t e e  f e l t  a s c h e d u l e  o f  
c e n t s  p e r  b a r r e l  t a x  r a t e s  l e v i e d  u p on  v a r i o u s  g r a v i t y  o i l s  and  
g r a d u a t e d  w i t h  r e g a r d  t o  t h e  a b i l i t y  o f  vie 11s t o  p r o d u c e  c r u d e  o i l  
w o u ld  a s s u r e  a f a i r  r e t u r n  t o  t h e  S t a t e .

2 .  One o f  t h e  r 'r>'1' n c i p l e  o b j e c t i o n ?  t o  a c e n t s  p e r  b a r>r,e !  
s c h e d u l e  h a s  b e e n  r e l a t e d  t o  i t s  a p p a r e n t  " i n f l e x i b i l i t y " .  To 
o v e r c o m e  t h i s  o b j e c t i o n ,  t h e  C o m m i t t e e  h a s  i n c l u d e d  a p r o v i s i o n  
t h a t  w o u ld  a l l o w  e s c a l a t i o n  o f  t h e  e n t i r e  c e n t s  p e r  b a r r e l  t a x  
s c h e d u l e  w i t h  t h e  h i g h e s t  p r i c e  p a i d  f o r  t h e  s t a t e  o f  A l a s k a  r o y a l ­
t y  c r u d e  o i l .  C u r r e n t l y  t h e  p r i c e  r e f e r e n c e  w o u ld  b e  t h e  p r i c e  b e ­
i n g  p a i d  by  t h e  T e s o r o  P e t r o l e u m  C o r p o r a t i o n .

3 .  C o n s i s t e n t  w i t h  l a n g u a g e  i n  i t s  C om m i t t e e  S u b s t i t u t e  f o r  
H ou s e  E i l l  1 ,  t h e  C o m m i t t e e  i n s e r t e d  t h e  w o rd  m u n i c i p a l i t y  i n  p l a c e  
o f  p o l i t i c a l  s u b d i v i s i o n  w h e r e v e r  i t  o c c u r r e d .

h . The C om m i t t e e  S u b s t i t u t e  r e p e a l s  tw o  p o r t i o n s  o f  e x i s t i n g
l a w .  AS A 3 . 5 5 . 0 1 0 ( e )  and  AS * < 3 . 5 5 . 0 1 5  w e r e  n e c e s s a r i l y  r e p e a l e d  
when t h e  C om m i t t e e  c h o s e  t o  r e commend  o n l y  o n e  s y s t e m  o f  s e v e r a n c e  
t a x a t i o n  on  o i l ,  n a m e l y  t h e  c e n t s  p e r  b a r r e l  a p p r o a c h .

5 .  D e f i n i t i o n  c h a n g e s  a r e  a s  f o l l o w s :
A. " A v e r a g e  d a i l y  p e r  w e l l  p r o d u c t i o n "  was c h a n g ed  t o

p r o v i d e  f o r  a  w e i g h t e d  a v e r a g i n g  o f  d a y s .  The  o r i g i n a l  b i l l  w o u ld  
h a v e  a l l o w e d  a w e l l  w h i c h  p r o d u c e d  o n l y  o n e  d a y  d u r i n g  t h e  m on th  t o  
b e  a v e r a g e d  a t  a f u l l  m o n t h s  v a l u e  w i t h  w e l l s  p r o d u c i n g  3 0  d a y s  
d u r i n g  t h e  m o n t h .

B .  " G r a v i t y "  was f u r t h e r  e x p l a i n e d  by t h e  a d d i t i o n  o f  a
f o r m u l a .

C. " L e a s e  o r  p r o p e r t y "  was f u r t h e r  c l a r i f i e d  b y  t h e  a d d i ­
t i o n  o f  l a n g u a g e  s i m i l a r  t o  t h e  d e f i n i t i o n  d e v e l o p e d  by  t h e  C omm i t ­
t e e  :in i t s  C o i rm . i t t e c  S u b s t i t u t e  f o r  H ouse  B i l l  .1 .
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6 . The C om m i t t e e  S u b s t i t u t e  c o n t a i n s  a s e v e r a b i l i t y  c l a u s e  
w h i c h  i n  e s s e n c e  p r o v i d e s  t h a t  s h o u l d  a n y  p o r t i o n  o f  t h e  A c t  be  
f o u n d  u n c o n s t i t u t i o n a l j  t h e  r e m a i n d e r  o f  t h e  A c t  w i l l  n o t  be  a f f e c t ­
ed  .
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T h e  L e g i s l a t u r e  o f  t h e  S t a t e  o f  A l a s k a
F I S C A L  N O T E

F i r s t  S p e c i a l  S e s s i o n  -  E i g h t h  L e g i s l a t u r e

I . REQUEST
B i l l  I d e n t i f i c a t i o n :  S B - 4  , I IB -4_________________________________
T i t l e :  O i l  and Gas P r o p e r t i e s  P r o d u c t i o n  Tax____________________
R e q u e s t e d  b y :  L e g i s l a t i v e  F i n a n c e  D a t e :  1 0 / 1 1 / 7 3
R e t u r n  D a t e  R e q u e s t e d :  O c t o b e r  17 o r  ASAP__________________________
A g e n c y : R e v e n u e  & N a t u r a l  R e s o u r c e s  P r o g r a m : _______________________

I I .  F ISC A L  DETA IL
B u d g e t  R e q u e s t  U n l t ( s )  A f f e c t e d :  D i v i s i o n  o f  O i l  and Gas
A. EXPENDITURES :  ( T h o u s a n d s  o f  d o l l a r s ' !

OBJECT FY 7 1! FY 7 5 FY 76 FY 77 FY 78 FY 79
1 0 0 PERSONAL SERV ICES 1 2 . 0 2 5 . 0 2 6 . 2 r>;' • 0 5 7 . 8 6 0 . 6
2 0 0 TRAVEL 5 . 0 1 0 . 5 1 1 . 0 2 3 . 2 24 .4 2 5 . 0
3 0 0 CONTRACTUAL
4 0 0 COMMODITIES 0 . 3 0 . 5 0 . 5 1 . 2 1 . 2 1 . 3
5 0 0 EQUIPMENT 2 . 0 . 4 . 0 4 . 2 C . 3 9 . 2 9 . 8
6 0 0 LAND & STRUCTURES . 1
7 0 0 GRANTS, CLAIMS, ETC. I

\
1

TOTAL 1 9 . 3 4 0 . 0 4 1 . 9 8 8 . 2 9 2 . 6 9 7 . 3

B .  FUNDING : ( T h o u s a n d s  o f  d o l l a r s )

GENERAL FUND • 9 . 3 <in. n -1 i . 0 RR 2 9^ ,6 97 . 3
FEDERAL FUNDS
OTHER

C. PO S IT IO N S :

PERMANENT/TEMPORARY 1 / 1 / 1 / 2 / 2 / 2 /
MAN MONTHS ( P . / T . ) 6 / 12  / 12 / ?4 / 2d / 2d /

I I I .  ANALYSIS ( S e e  F i s c a l  N o t e  P r e p a r a t i o n  I n s t r u c t i o n s ,  S e c t i o n  I I I )  
D e s i r e d  i n c r e a s e  o f  f i e l d  c o n t r o l  o f  o i l  and g a s  r u n  t i c k e t s ,  

m e t e r  c h e c k i n g  and  m e t e r  p r o v i n g  w i l l  ; e q u i r e  o n e  a d d i t i o n a l  p e t r o l e u m  
e n g i n e e r  now and  a s e c o n d  p e t r o l e u m  e n g i n e e r  when N o r t h  S l o p e  p r o d u c t i o n  
comes on  s t r e a m .

I V .  ATTACHMENTS

V . DATE: V  / -V 7 PREPARED BY :  ^   ̂ -
'

O r i g i n a l :  L e g i s l a t i v e  F i n a n c e  
c c :  B u d g e t  and  Managemen t

P r im e  S p o n s o r  ( F i r s t  L e g i s l a t o r  Named)



, V

V

T h e  L e g i s l a t u r e  o f  t h e  S t a t e  o f  A l a s k a
F I S C A L  N O T E

F i r s t  S p e c i a l  S e s s i o n  -  E i g h t h  L e g i s l a t u r e

I .  REQUEST
D i l l  I d e n t i f i c a t i o n : _________ Senate Bill 4 u 1_______________________________

T i t i c : ______Oil and Gas Properties P roduction T a x __________________________________

R e q u e s t e d  b y :  i,cpi s 1 aH  ve Fin an no____________  L a t e  . _____ 10 /11 /73______
R e t u r n  D a t e  R e q u e s t e d :  October 17. o r  as soon a l t e r  tha t  date as p o s s ib l e  
A g e n c y  : Revenue & N a tu ra l  Resources______ P r o g r a m : ______________________________

I I .  F I S C A L  D E T A IL
B u d g e t  R e q u e s t  U n i t ( s )  A f f e c t e d : __________  Excise Tax Division

A .  EX PEN D ITURES :  ( T h e  

OBJECT

u s a n d s  o 

FY  7 ll

f  d o l l a r  

FY  7 5

3 ) ...........

FY  7 6 FT  7 7 FY 7 8 FY  79
1 0 0  PERSONAL SERV IC E S -0 - - 0 - 17 .6 18. A 19 .3 . . .  A'L.?.
2 0 0  TRAVEL - 0 - - 0 - .5 . 5 . . . . . . .5
3 0 0  CONTRACTUAL 1 . 0 - 0 - 5 . 0 6 . 0 6 . 0 6 . 0
0 0 0  COMMODIT IES -0 - - 0 - .1 .1 . 1 .1
5 0 0  EQUIPMENT - 0 - - 0 - 1 0 1 - 0 - .3
6 0 0  LAND & STRUCTURES - 0 - - 0 - io11

-o1 - 0 - - 0 -
7 0 0  GRANTS, C LA IM S ,  ETC . - 0 - - 0 - - o - - 0 - - 0 - - 0 -

m r > m  a t  J .  w i n u
1 . 0  - - 0 - 23 .8 2 5 .0 25 .9 27 .2

B .  FUND ING :  ( T h o u s a n d  

GENERAL FUND

s o f  d o l !  

1 . 0

l a r s )

- 0 - 23 .8 2 5 .0 25 .9 27. 2
FEDERAL FUNDS
OTHER

c .  p o s i t i o n s :
#

PERMANENT/TEMPORARY - 0 - / - 0 -  / 1 / 1 / 1 / 1 /
MAN MONTHS ( P . / T . ) W 1 0 1 12 / j j l Z  . 12 / 12 /

I I I .  ANALYS IS  ( S e e  F i s c a l  N o t e  P r e p a r a t i o n  I n s t r u c t i o n s ,  S e c t i o n  I I I )
i

SEE A T T A CHMENT

I V .  ATTACHMENTS

Indicates itemized expenditures inrExcisc Ta>: Division.

V . DATE : October 22, 1973 PREPARED BY

0 r I g 1 n a 1 :  L e g 3 s l a t i v c  F i n a n c e  
c c :  B u d g e t  a n d  M an ag em en t

• P r i m e  S p o n s o r  ( F i r s t  L e g i s l a t o r  Named )

Steffen Andersen, D 1'vector 
Excise Tax Division 
Department of Revenue
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ATTACHMENT TO FISCAL NOTE ON OIL AND GAS PROPERTIES PRODUCTION TAX

As noted on l i n e  two of  the f i s c a l  d e t a i l ,  the d i v i s i o n  i nvo l ve d  i n  t h i s  
f i s c a l  note i s  the Exc i se Tax D i v i s i o n ,  Budget Request U n i t .  You w i l l  note 
that  the on l y  f i g u r e  shown the a d d i t i o n a l  costs i n FY 7k is $1 , 000 and th i s  
r e f l e c t s  con t r ac tua l  funds r equ i r ed  to mod i f y  the forms shou l d  the o i l  and 
gas p roduct i on  proper ty  tax become law as v^e1 ■ as the o i l  and gas r e g u l a t i o n  
and conse rva t i on  t ax .  This $1,000 w i l l  accomodate the r edes i g n  and p r i n t i n g  
o f  new forms which w i l l  be r e qu i r e d .  The $1,000 d o l l a r s  requested in 
cont rac tua l  s e r v i ce  in FY 7k is in a d d i t i o n  to the $20 ,000 which we c u r r e n t l y  
have in. the Exc i se Tax D i v i s i o n  Contractua l  Serv ices budget to automate 
the o i l  and gas product i on  tax r e p o r t i n g .

You w ! 11 note that  are there are  no a d d i t i o n a l  costs r e f l e c t e d  i n F i sca l  
Year 197.G - I t  must be po i n ted  out t hat  the Exc i se  Tax D i v i s i o n  budget for  
F i sca l  Year 1975 has a l r e ad y  been prepared and i nc l udes  $10 ,000 budgeted in 
cont rac tua l  s e r v i ces  to complete and ma i n t a i n  the o i l  and gas automated 
p roduct i on  tax  program.  In a l l  i n s t ances ,  the amounts i n d i c a t e d  on t h i s  
f i s c a l  note are i n a d d i t i o n  to those amounts wh ich have a l r e a d y  been budgeted 
or  w i l l  be budgeted f o r  the Exc ise Tex D i v ’sicp.  f o r  the F i s ca l  Veerc 1 9 7 A 

through 1979*

In F i sc a l  Year 1976 our f i s c a l  note i n d i ca te s  persona l  s e r v i ces  i n the amount 
o f  $17 ,600 which represents the h i r i n g  o f  a Revenue Aud i t o r  I I I  whose p r imary  
f u nc t i o n  w i l l  be the a u d i t i n g  of  the o i l  and gas product i on  and conse rv a t i on  
tax r epo r t s .  V/e have shown $ 5 0 0  in t r av e l  f o r  t h i s  a u d i t o r  e n a b l i n g  him to 
work c l o s e l y  w i t h  the D i v i c inn n f  Natura l  Resources in Anchoraae.  You w i l l  
a l s o  note $5,000 cont rac tua l  se rv i ces  in F i sca l  Year 1976 which represents  
the amount which we fee l  w i l l  be our share o f  the automated data p rocess i ng  
t ime-sha r i ng  costs f o r  the o i l  and gas program.  The amounts of  $100 and 
$600 represent  commodi t ies and equipment f o r  the new h i r e .  The t o t a l  amount 
in F i sca l  Year 1976 be i ng  $23 , 800 .  For the years F i sca l  77 through F i sca l  
79 we are i n d i c a t i n g  the persona l  s e r v i ces  o f  t h i s  same Revenue Aud i t o r  
w i t h  me r i t  i ncreases each year  and our  c on t ra c tu a l  se r v i ce s  i n d i c a t e  
t ime-sha r i ng  data process i ng  costs now es t imated  at  $6 , 0 0 0  per y e a r .
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C h a i rm e n  and Members  
S e n a t e  and H ou se  F i n a n c e

a  • ,FROM: J .  H. H o g a n ,  D i r e c t o r
L e g i s l a t i v e  F i n a n c e

DATE: N ovem be r  2 1 ,  1 9 7 3

SU B J :  O i l  a nd  Gas S e v e r a n c e
T a x  -  SB 4

The F r e e  C o n f e r e n c e  C o m m i t t e e  v e r s i o n  o f  t h e  A c t  r e l a t i n g  t o  
t h e  o i l  and  g a s  p r o p e r t i e s  p r o d u c t i o n  t a x  made f o u r  s u b s t a n t i a l  
c h a n g e s  f r o m  t h e  e x i s t i n g  l a v ; .

1 .  R a t e s
The e x i s t i n g  lav/  t a x e s  o i l  a t  t h e  r a t e s  o f  3 ,  5 ,  6 ,  a nd  
3 p e r c e n t  on  v a r i o u s  b r a c k e t s  o f  p r o d u c t i o n  f r o m  3 0 0  
b a r r e l s  p e r  d a y  t h r o u g h  p r o d u c t i o n  i n  e x c e s s  o f  2 5 0 0  
b a r r e l s  p e r  d a y .  The  A c t  c h a n g e s  t h e  t a x  t o  5 ,  6 ,  a n d  
8 p e r c e n t  on  b r a c k e t s  r a n g i n g  f r o m  t h e  f i r s t  3 0 0  b a r r e l s  
p e r  d a y  t o  a l l  p r o d u c t i o n  i n  e x c e s s  o f  1 0 0 0  b a r r e l s  p e r  
d a y .  The  n e t  e f f e c t  o f  t h i s  i s  t o  i n c r e a s e  t h e  r a t e  o f  
t a x  on  t h e  l o w e s t  r a t e  o f  p r o d u c t i o n  f r o m  3 - 5  p e r c e n t  
a nd  t o  b r i n g  t h e  f o r m e r  t o p  3 p e r c e n t  t a x  r a t e  i n t o  p l a y  
e a r l i e r ,  a l l  p r o d u c t i o n  o v e r  1 0 0 0  b a r r e l s  p e r  d a y  a s  
o p p o s e d  t o  a l l  p r o d u c t i o n  o v e r  2 5 0 0  b a r r e l s  p e r  d a y .
A c c o r d i n g  t o  i n f o r m a t i o n  r e c e i v e d  y e s t e r d a y  f r o m  t h e  
D i v i s i o n  o f  O i l  a n d  G a s ,  t h e  c o m p a r i s o n  o f  p r o j e c t e d  
r e c e i p t s  u n d e r  b o t h  t h e  new an d  t h e  o l d  r a t e s  i s

SB 4
F i s c a l  Y e a r s  C u r r e n t  Law New Lav;

74  $ 1 0 , 7 4 2 , 0 0 0  $ 1 3 , 2 6 0 , 0 0 0
7 5  1 0 , 3 8 3 , 0 0 0  1 * 1 , 7 8 6 , 0 0 0
7 6  1 0 , 2 9 8 , 0 0 0  1*1, *1*16,000

7 7  1 0 , 0 8 1 , 0 0 0  1 3 , 8 5 9 , 0 0 0
7 8  5 8 , 5 2 3 , 0 0 0  8 2 , 9 8 5 , 0 0 0

7 9  1 1 8 , 5 5 0 , 0 0 0  17*1, ^ 0 2 , 0 0 0

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

\
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S e n a t e  a n d  H o u s e  F i n a n c e  C o m m i t t e e ;
N o v e m b e r  2 1 ,  1973
P a g e  2

2 . C e n t s - P c r - B a r r e l  F l o o r
As p r o p o s e d  i n  t h e  G o v e r n o r ' s  o r i g i n a l  l e g i s l a t i o n ,  t h e  
c e n t s - p e r - b a r r e l  f l o o r  was r a i s e d  t o  i n s u r e  t h a t  t a x  
r a t e s  w o u ld  be  l e v i e d  a g a i n s t  a min imum v a l u e  o f  a p ­
p r o x i m a t e l y  $ 3 - 9 0  a b a r r e l  f o r  o i l  o f  3 5 °  g r a v i t y .
( T h e  c e n t s - p e r - b a r r e l  t a x  r a t e s  a c t u a l l y  shown i n  t h e  
l a w  a r e  f o r  o i l  o f  2 7 °  g r a v i t y ,  a  " l o w e r  v a l u e "  o i l . )

3 .  E s c a l a t i o n  C l a u s e
To c o u n t e r a c t  o n e  o f  t h e  p r i n c i p a l  o b j e c t i o n s  t o  t h e  
c e n t s - p e r - b a r r e l  t a x ,  t h e  F r e e  C o n f e r e n c e  C o m m i t t e e  
a d o p t e d  t h e  H ou se  c o n c e p t  o f  an  e s c a l a t i o n  c l a u s e  t i e d  t o  
t h e  c e n t s - p e r - b a r r e l  f l o o r .  As i t s  i n d i c a t o r ,  t h e  c o m m i t t e e  
u s e d  t h e  W h o l e s a l e  P r i c e  I n d e x  f o r  c r u d e  p e t r o l e u m  
p u b l i s h e d  by  t h e  U . S .  B u r e a u  o f  L a b o r  S t a t i s t i c s .  C h a n g e s  
i n  t h e  t a x  r a t e s  w i l l  be c om pu te d  f r o m  c h a n g e s  i n  t h e  
W h o l e s a l e  P r i c e  I n d e x  and  w i l l  be  a p p l i e d  a t  l e a s t  
s e m i - a n n u a l l y  t o  new t a x  r a t e  s c h e d u l e s . I n  t h i s  m a n n e r ,  
t h e  c o m m i t t e e  h o p e d  t o  k e e p  t h e  c e n t s - p e r - b a r r e l  f l o o r  
i n  l i n e  w i t h  v a l u e  c h a n g e s  f o r  o i l  c a u s e d  by " i n f l a t i o n " .

4 .  ■ E x e m p t i o n s
The  c o m m i t t e e  made t h e  
" i n  p l a c e  o f  a l l  t a x e s  
o i l  o r  g a s  i n  p l a c e  o r  
o r  p r o p e r t i e s " .  I n  s o

t a x e s  im p o s e d  by t h i s  c h a p t e r  
im p o s e d  by a m u n i c i p a l i t y  u p o n  
n o n - p r o d u c i n g  o i l  o r  g a s  l e a s e s  
d o i n g ,  t h e y  l e f t  t h e  d o o r  o p e n

t o  f u t u r e  c o n s i d e r a t i o n  by t h e  s t a t e  r e g a r d i n g  t a x a t i o n  
o f  o i l  a n d  g a s  i n  t h e  g r o u n d .  M u n i c i p a l i t i e s ,  h o w e v e r ,  
w e r e  s p e c i f i c a l l y  p r o h i b i t e d  f r o m  l e v y i n g  s u c h  a  t a x .

As a m a t t e r  o f  i n t e r e s t  
r a t e s  f o r  C o o k  I n l e t  w e l l s

, 1 h a v e  
o v e r  t h e

a d d e d  t h e  a v e r a g e  d a i l y  p r o d u c t i o n  
p a s t  t h r e e  y e a r s .  T he  s i g n i f i c a n c e

o f  t h e s e  f i g u r e s  i s  s i m p l y  t o  i n d i c a t e  t h a t  e x c e p t  f o r  T r a d i n g  B a y ,  t h e
p r o d u c t i o n  o f  
be d e c l i n i n g

C o o k  I n l e t  f i e l d s  on  a p e r  w e l l  b a s i s  d o e s  n o t  a p p e a r  t o  
s i g n i f i c a n t l y  a t  t h e  c u r r e n t  t i m e .
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COOK IN LET  O I L  PRODUCTION RATES 
( W e l l / B a r r e l s  p e r  d a y  a v e r a g e )

S e n a t e  a n d  H o u s e  F i n a n c e  C o m m i t t e e s
N o v e m b e r  2 1 ,  1 9 7 3
P a g e  3

1 9 7 1  1 9 7 2  1 9 7 3
G r a n i t e  P o i n t  3 0 / 4 8 4  2 5 / * * 3 1  25 /5*13
M c A r t h u r  R i v e r  5 2 / 2 , 2 1 0  5 2 / 2 , 0 8 5  5 2 / 2 , 0 6 7
M i d d l e  G r o u n d  S h o a l  3 8 / 7 6 3  3 5 / 7 6 5  3 6 / 7 5 6
Sw an son  R i v e r  ^11/818 4 * 1 / 5 5 5  3 7 / 7 6 5
T r a d i n g  B ay  3 6 / 6 3 5  4 2 / 5 9 9  *13/50*1

J H H / a f
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M E M 0  R A N D U M
TO: C h a i rm e n  and  Members

S e n a t e  and  H ou se  F i n a n c e
I  I - ft

FROM: J .  K .  H og an ,  D i r e c t o r
L e g i s l a t i v e  F i n a n c e

/

DATE: N ovem be r  2 1 ,  1 9 7 3

S U B J : O i l  and  Gas S e v e r a n c e
T a x  -  SB 4

The F r e e  C o n f e r e n c e  C o m m i t t e e  v e r s i o n  o f  t h e  A c t  r e l a t i n g  t o  
t h e  o i l  and  g a s  p r o p e r t i e s  p r o d u c t i o n  t a x  made f o u r  s u b s t a n t i a l  
c h a n g e s  f r o m  t h e  e x i s t i n g  l a w ,

1 ,  Ra t e s
The e x i s t i n g  l aw  t a x e s  o i l  at; t h e  r a t e s  o f  3 ,  5 ,  6 ,  and 
3 p e r c e n t  on  v a r i o u s  b r a e h o t s  o f  p r o d u c t i o n  f r o m  3 0 0  
b a r r e l s  p e r  d a y  t h r o u g h  p r o d u c t i o n  i n  e x c e s s  o f  2 5 0 0  
b a r r e l s  p e r  d a y .  The -Act c h a n g e s  t l i e  t a x  t o  5 , 6 ,  a n d  
8 p e r c e n t  on  b r a c k e t s  r a i  g i r i g  f r o m  t h e  f i r s t  3C0 b a r r e l s  
p e r  d a y  t o  a l l  p r o d u c t i o n  i n  e x c e s s  o f  1 0 0 0  b a r r e l s  p e r  
d a y .  The n e t  e f f e c t  o f  t h i s  i s  t o  i n c r e a s e  t h e  r a t e  o f  
t a x  on  t h e  l o w e s t  r a t e  o f  p r o d u c t i o n  f r o m  3 - 5  p e r c e n t  
and  t o  b r i n g  t h e  f o r m e r  t o p  8 p e r c e n t  t a x  r a t e  i n t o  p l a y  
e a r l i e r ,  a l l  p r o d u c t i o n  o v e r  1 0 0 0  b a r r e l s  p e r  d ay  a s  
o p p o s e d  t o  a l l  p r o d u c t i o n  o v e r  2 5 0 0  b a r r e l s  p e r  d a y .
A c c o r d i n g  t o  i n f o r m a t i o n  r e c e i v e d  y e s t e r d a y  f r o m  t h e  
D i v i s i o n  o f  O i l  a n d  G a s ,  t h e  c o m p a r i s o n  o f  p r o j e c t e d  
r e c e i p t s  u n d e r  b o t h  che new and  t h e  o l d  r a t e s  i s

SB 4
F i s c a l  Y e a r s  C u r r e n t  Law New Law

7*1 $ 1 0 , 7 4 2 , 0 0 0  $ 1 3 ,  2 6 0 , 0 0 0
75  1 0 , 3 8 3 , 0 0 0  1 4 , 7 8 6 , 0 0 0
76  1 0 , 2 9 8 , 0 0 0  1 4 , 4 4 6 , 0 0 0
77  1 0 , 0 8 1 . 0 0 0  1 3 , 8 5 9 , 0 0 0
78  5 8 , 5 2 3 , 0 0 0  8 2 , 9 8 5 , 0 0 0
79  1 1 8 , 5 5 0 , 0 0 0  1 7 4 , 4 0 2 , 0 0 0
80  1 4 4 , 6 0 5 , 0 0 0  2 0 4 , 6 8 7 , 0 0 0
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S e n a t e  a n d  H o u s e  F i n a n c e  C o m m i t t e e s
N o v e m b e r  2 1 ,  1 9 7 3
P a g e  2

2 .  C e n t s - P e r - B a r r e l  F l o o r
As p r o p o s e d  i n  t h e  G o v e r n o r ’ s o r i g i n a l  l e g i s l a t i o n ,  t h e  
c e n t s - p e r - b a r r e l  f l o o r  was r a i s e d  t o  i n s u r e  t h a t  t a x  
r a t e s  w o u ld  be l e v i e d  a g a i n s t  a m in imum v a l u e  o f  a p ­
p r o x i m a t e l y  $ 3 . 9 0  a b a r r e l  f o r  o i l  o f  3 5 °  g r a v i t y .
( T h e  c e n t s - p e r - b a r r e l  t a x  r a t e s  a c t u a l l y  shown i n  t h e  
l a w  a r e  f o r  o i l  o f  2 7 °  g r a v i t y ,  a  " l o w e r  v a l u e "  o i l . )

3 .  E s c a l a t i o n  C l a u s e
To c o u n t e r a c t  o n e  o f  t h e  p r i n c i p a l  o b j e c t i o n s  t o  t h e  
c e n t s - p e r - b a r r e l  t a x ,  t h e  F r e e  C o n f e r e n c e  C om m i t t e e  
a d o p t e d  t h e  H ou se  c o n c e p t  o f  an  e s c a l a t i o n  c l a u s e  t i e d  t o  
t h e  c e n t s - p e r - b a r r e l  f l o o r .  As i t s  i n d i c a t o r ,  t h e  c o m m i t t e e  
u s e d  t h e  W h o l e s a l e  P r i c e  I n d e x  f o r  c r u d e  p e t r o l e u m  
p u b l i s h e d  by t h e  U . S .  B u r e a u  o f  L a b o r  S t a t i s t i c s .  C hange s  
i n  t h e  t a x  r a t e s  w i l l  be c om pu te d  f r o m  c h a n g e s  i n  t h e  
W h o l e s a l e  P r i c e  I n d e x  an d  w i l l  bo  a p p l i e d  a t  l e a s t  
s e m i - a n n u a l l y  t o  new t a x  r a t e  s c h e d u l e s .  I n  t h i s  m a n n e r ,  
t h e  c o m m i t t e e  h op ed  t o  k e e p  t h e  c e n t s - p e r - b a r r e l  f l o o r  
i n  l i n e  w i t h  v a l u e  c h a n g e s  f o r  o i l  c a u s e d  by " i n f l a t i o n " .

^ . ' E x e m p t i o n s
The  c o m m i t t e e  made t h e  t a x e s  im p o s e d  by t h i s  c h a p t e r  
" i n  p l a c e  o f  a l l  t a x e s  im p o s e d  by  a m u n i c i p a l i t y  u p on  
o i l  o r  g a s  i n  p l a c e  o r  n o n - p r o d u c i n g  o i l  o r  g a s  l e a s e s  
o r  p r o p e r t i e s " .  I n  s o  d o i n g ,  t h e y  l e f t  t h e  d o o r  o p en  
t o  f u t u r e  c o n s i d e r a t i o n  by  t h e  s t a t e  r e g a r d i n g  t a x a t i o n  
o f  o i l  and  g a s  i n  t h e  g r o u n d .  M u n i c i p a l i t i e s ,  h o w e v e r ,  
w e r e  s p e c i f i c a l l y  p r o h i b i t e d  f r o m  l e v y i n g  s u c h  a  t a x .

j  a m a t t e r  o f  i n t e r e s t ,  I  h a v e  a d d ed  t h e  a v e r a g e  d a i l y  p r o d u c t i o n  
r a t e s  f o r  C o o k  I n l e t  w e l l s  o v e r  t h e  p a s t  t h r e e  y e a r s .  The  s i g n i f i c a n c e  
o f  t h e s e  f i g u r e s  i s  s im p l y  t  i n d i c a t e  t h a t  e x c e p t  f o r  T r a d i n g  B a y ,  t h e  
p r o d u c t i o n  o f  C o o k  I n l e t  f i e l d s  on  a p e r  w e l l  b a s i s  d o e s  n o t  a p p e a r  t o  
be d e c l i n i n g  s i g n i f i c a n t l y  a t  t h e  c u r r e n t  t i m e .
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S e n a t e  and  H ou se  F i n a n c e  C o m m i t t e e s  
N ovem be r  2 1 ,  1 9 7 3  
P age  3

COOK INLET  O IL  PRODUCTION RATES 
( W e l l / B a r r e l s  p e r  d a y  a v e r a g e )

V‘ s

1 9 7 1  1 9 7 2  1 9 7 3
G r a n i t e  P o i n t  3 0 / 4 8 4  2 5 / 4 3 1  2 5 / 5 4 3
M c A r t h u r  R i v e r  5 2 / 2 , 2 1 0  5 2 / 2 , 0 8 5  5 2 / 2 , 0 6 7
M i d d l e  G r o u n d  S h o a l  3 8 / 7 6 3  3 9 / 7 6 5  3 6 / 7 5 6
Swanson  R i v e r  4 1 / 8 1 8  4 4 / 5 5 5  3 7 / 7 6 5
T r a d i n g  B ay  3 6 / 6 3 5  4 2 / 5 9 9  4 3 / 5 0 4

J H H / a f

AGO 788331



J
*• f . c N A T O R

I..OWELL THOMAS. J*'.
V 0 2 2  t a m a i n a  p f t i v r

A N C H O F . A C E .  A L / M K A  0 0 5 0 2

WHII.C IN JUNEAU 
POUCH V 

JUNFIAU, ALASKA 30001

/-

•i ;
■ I

MAJORITY LCAT
C O M  M I T T  EL I*

HEALTH, WCLfA^r A 
r.OUCATIOH • ClIAIR

nc&o urtc Es

nuLcs

^ 111,1 N o v em b e r  1 0 ,  1 9 7 3

The  H on .  T e r r y  M i l l e r ,  S e n a t e  P r e s i d e n t  
The Hon .  Tom F i n k ,  S p e a k e r  o f  t h e  H ou se  
A l a s k a  S t a t e  L e g i s l a t u r e
M r .  P r e s i d e n t :
M r .  S p e a k e r :
I n  m a k i n g  t h i s  F r e e  C o n f e r e n c e  C o m m i t t e e  R e p o r t ,  t h e  c o n f e r e e s  
w i s h  t o  d e c l a r e  no  i n t e n t i o n  w h a t s o e v e i  t o  s e t  a c a s t i n g  t a x  
s c h e d u l e  a s  r e g a r d s  p r o d u c t i o n  o f  o i l  and  g a s  f r o m  e i t h e r  C ook  
I n l e t  o r  t h e  N o r t h  S l o p e ,  and  i n  f a c t ,  we w i s h  t o  s t a t e  o u r  
f i r m  b e l i e f  t h a t  s u b s t a n t i a l  c h a n g e s  w i l l  be r e q u i r e d  i n  t h e  
f u t u r e .
The c o m p r o m i s e  t h a t  we h a v e  r e a c h e d  r e p r e s e n t s  b a s i c a l l y  no  
c h a n g e  i n  t h e  u l t i m a t e  im p a c t  t o  t h e  N o r t h  S l o p e  f u t u r e  p r o d u c ­
t i o n ,  d i f f e r e n t  t h a n  t h a t  c o n t a i n e d  i n  t h e  G o v e r n o r ' s  b i l l  
p r e s e n t e d  t o  u s  d u r i n g  t h e  e a r l y  s t a g e s  o f  t h i s  s e s s i o n .

I

We u n d e r s t a n d  t h a t  t h e  c h a n g e s  w h ic h  v;e h a v e  made i n s o f a r  a s  
t h e y  r e l a t e  t o  C o o k  I n l e t  p r o d u c t i o n  r e p r e s e n t  a  c o m p r o m i s e  
i n  w h ic h  t h e  l e v e l  p r o p o s e d  by  t h i s  b i l l  w i l l  b e  l e s s  t h a n  
o n e - h a l f  t h e  d i f f e r e n c e  b e tw e e n  t h e  e x i s t i n g  l aw  and  t h a t  s u g ­
g e s t e d  by t h e  H ou se  F i n a n c e  C om m i t t e e  S u b s t i t u t e  p r o p o s a l .
R e s p e c t f u l l y  s u b m i t t e d ,

S e n a t o r  L o w e l l  T h om as , ;  J r .  
C h a i rm a n  _ /  /

.... ^7  /  , <./

f y ' i
S e n a t o r  C. R .  L e w i s  \

r

X .
X /

a ;  o .
,;C.

»"**>•" I

R e p r e s e n t a t i v e  Andrew W a rw ic k  
V i c e  C h a i rm an
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SENATE/HOUSE/FREE CONFERENCE SEVERANCE TAX COMPARISON

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

PER CENT OF VALUE CENTS PER BARREL FLOOR 

(27 Degree Gravity)

SENATE wO/Q on the first 300 barrels; $.10125 on each of the first 300 barrels;
c r/sj tO on the next 700 barrels; $.16875 on each of the next 700 barrels:
ro>
D/j on the next 1,500 barrels; and $.2025 on each of the next 1,500 barrels:

O  to on all production in excess of $.2700 on each barrel of production in excess

2,500 barrels. of 2,500 barrels.

■iOUSE $.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

FREE CONFERENCE 5% on the first 300 barrels; $.16875 on each of the first 300 barrels;

6 % on the next 700 barrels; $.2025 on each of the next 700 barrels;

8 % on all production in excess of $.2700 on each barrel of production in excess

1,000 barrels. of 1,000 barrels.

SENATE HOUSE FREE CONFERENCE "SPLITS"

Effective Cook Inlet Tax Rate (Current Take/House)

(1,000 BPD of 35 degree API Oil)
Per Cent of Value 4.4% 8.69%* 5 . 7 2 %  • 6.5%

Cents Per Barrel S . 1716 $.339 S.2232 $.2553

* This is the percentage equivalent of $.339 cents per barrel tax on $3.90 wellhead value.
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A N  ACT

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

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA;

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

Sec. Il3.55.010. CROSS PRODUCTION TAX. (a) There is 
levied upon the producer of o i l  or gas a tax based upon a
per cent of the gross value at the well of a l l  oil or gas
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) o i l :  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 f irst  30C barrels;

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

(C) eight per cent on a l l  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 
a l l  taxes now imposed by the state or any cf Its munici­
p a l it ie s ,  and neither the state nor a municipality n:ay 
impose a tax upon

AGO 788335



Chapter (l

( ? )  p r o d u c i n g  o i l  o r  g a s  I c e s c b ;

(3) o i l  or gas produced or extracted in the
state;

( t )  [deleted]

(5) the value of Intangible d r ill ing  and 
exploration expen'es.

(c) The tax imposed by this chapter Is in place of
a l l  taxes imposed by a municipality upon o i l  or gas in
place oi' uonproducing o i l  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 t i t l e  or income taxes 
or taxes upon the re ta i l  Gale of o i l  or gas products.

(c) I f  on a tax payment date the amount of Lax due
under (a ) (1 )  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 lr. place oi' the tax levied in this 
section.

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

Sec. t3.55.015. TAX FsH JiAKFUX OV OIL. (a) There in 
levied upon ’.he producer cf o i l  a tax on each barrel of
o i l  removed or sold from each leave or property In the
state le-3s any r^rt the owners!:1 p 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 follow in ;  schedule and 
any (a it  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 f i r s t  300 barrels;

(2) $.2025 oi> each of the next 700 barrels;

(3) ?.2700 on each barrel of production in
excess of 1,000 barrels.

(b) The cents per barrel tax schedule set out in this 
section applies to o il of 27 degrees API era■.•11 y. For each 
degree of API 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 o i I  and for 
each degree t.f API p.r-'.vJty 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 
o l i ;  except that n i l  above to degrees API gravity shall be 
taxed as 'IU de._ro> o i l .  I 11 applying the gravity ad.lu.lmenl 
under this subseci ton, fractional degrees of ATI ,-ravlty 
shall be disregarded.

(c.) The tax rates set out in this section w il l  be 
increased or decreased by a percentage equal to the percent­
age of change in the Wholesale 1‘rice Index for crude

(1) [dc-leted]
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Chapter "

petroleum published by the bureau cf Labor S ta t is t ic s ,  of 
the United States Deportment of Labor. Tl.e yvcr 190 Is 
the base year of 100 for computing the tax rates. Changes 
in tax rates w il l  be computed based on chunr.es lr. 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 o il within the state of the changes.

(d) I f  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 e l l  pro­
duced shall be paid by the state out of its roya.ties frcir. 
the o i l ,  whenever payment by the state Is requirei under 
the revenue-sharing provisions of see. 9 of the Alaska 
IJative Claims Settlement Act (i’L S.1—̂ 03; BL: Stat. 668;
'13 U.S.C. 1601 et seq .) , Into the Alaska Hafcive Fund until 
a l l  amounts paid in the fund equal $900,000,000.

* Sec. 3. AS 43.55.l4o is amended by adding new paragraphs 
to lcad:

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

(7) "Intangible d r i l l ing  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 o i l  and gas and working 
Interests, royalty interests and overriding royalty Inter­
ests in c i l  ar.U 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 o i l  or gas removed or sold from a lease or property In 
the state.

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

Relating to the o i l  and gas properties production tax; and 
providing for an effective date.

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

* Section 1. AS <13.55.010 is amended to read:

Sec. 113.55.010. GROSS PRODUCTION TAX. (a) There is 
levied upon the producer of o i l  or gas a tax based upon a 
per cent of the gross value at the v;ell of a l l  o i l  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) d l :  based upon the average dally produc­
tion for each w .1 for the calendar month in barrels, the
tax is

(A) five per cent on the f irs t  300 barrels;

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

(C) eight per cent on a l l  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 
a l l  taxes now imposed by the state or any cf its munici­
pa l it ies , and neither the state nor a municipality may 
impose a tax upon

I
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Chapter A

(1) [dc-leted]

(2) producing o i l  or gas lessen;

(3) e l l  or gas produced or extracted In the
state;

(A) [deleted]

(5) the value of intangible drill ing  and 
exploration expenses.

(e) The tax imposed by this chapter is in place of
a l l  taxes imposed by a municipality upcr. o i l  or gas in
place or nonproducing o il 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 t i t l e  or income taxes 
or taxes upon the re ta il  sal? of o i l  or gas products.

(c-) J f  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 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 I PR BARREL OP OIL. (a) There is 
levied upon the producer cf o i l  a tax on each barrel of
o i l  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 based up on 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 f ir s t  300 barrels;

(2) 3.2025 cii each of the next 700 barrels;

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

(b) The cents per barrel tax schedule set out in this 
section applies to o il of 27 degro-s API gravity. Tor each 
degree oi' API gravity less than 27 dap,roes the cents per 
barrel lax in each production level bracket shall be reduced 
h.y two per cent of the base rate for 27 degree o i l  anti for 
e-.eh ueyivo •■f API 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 
o i l ;  cxo pi that n il above At) degrees API gravity shall to 
taxed as A0 decree e l l .  In applying the gravity adjustment 
undo' this subsection, fr.-.otlcnai degrees of API gravity 
shall be disregarded.

(c) The tax raves s» t out in this section w ill  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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petroleum published by the Burer.u cf i.abcr S ta t is t ics , of 
the United State:; LVpartc.unt of babor. The year 1917 In 
the base year of ICO for computing tne tax r ites . Chargee 
In tax rater, will be computed based on changes lr. the 
Wholeaale Price Index occurring after the effective Cate 
of this subsection and w ill  not Include ci  w / . j  In '.he 
Wholesale Price Iiub >. prior to the effective that* cf this 
subsection, 'i’he department shall post the changes lr. the 
tax rates at least cuml-annually and shall notify every 
person producing o il within the state of the cha.ngct,

(d) I f  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)(1) 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 e l l  pro­
duced shall be paid by the state out of Its royalties from 
the o i l ,  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; fc’5 S la t ,  <86;
'13 U.S.C. l60J et seq.) , into the Alaska Native Fund until 
a l l  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 
o il measured in decrees on the American Petroleum Institute 
scale ;

(7) "intangible drill ing  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 o i l  and qa. and working 
interests, royalty interests and overriding •'oyuity inter­
ests in o il and pas leases and unitization or pooling 
agreements under the provisions of sec. f l !< (b )(-)  cf the 
Internal Revenue Code of 195'I 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 
o i l  or gas from a lease or property in the state;

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

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

-3-

Approved by governor: November 19, ) n?3
Actual effective date: .lanuary 1, 1°7**

/
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F I N A N C E  C O M M I T T E E  R E P O R T

ON
CS FOR SENATE B I L L  NO. 4

The F i n a n c e  C om m i t t e e  h a s  h ad  C om m i t t e e  S u b s t i t u t e  f o r  
S e n a t e  B i l l  No .  *1 u n d e r  c o n s i d e r a t i o n  and  r e commends  i t  
be r e p l a c e d  w i t h  F i n a n c e  C om m i t t e e  S u b s t i t u t e  f o r  CS f o r  
S e n a t e  B i l l  N o .  11 and  t h a t  HCS f o r  CSSB *1 do p a s s .
T h i s  c o m m i t t e e  s u b s t i t u t e  d i f f e r s  f r o m  t h e  c o m m i t t e e  
s u b s t i t u t e  f o r  HB 4 ,  a p p r o v e d  by  t h e  House  on  Novembe r  1 ,  
i n  t h e  f o l l o w i n g  r e s p e c t s :
1 .  On p a g e  2 ,  p a r a g r a p h  2 ,  t h e  c o s t - o f - l i v i n g  e s c a l a t i o n  
c l a u s e  v/as r e w r i t t e n  t o  c o r r e c t  a  d e f i c i e n c y  i n  t h e  
l a n g u a g e .  The H ouse  b i l l  c o n t a i n e d  i m p r e c i s e  l a n g u a g e  
r e l a t i n g  t o  c e r t a i n  g r a v i t i e s  o f  o i l .  The w o r d i n g  i n  t h i s
t h e  p r i c e  i n c r e a s e  o c c u r  i n  a g r a v i t y  o f  o i l  p r o d u c e d  f o r  
and  s o l d  by t h e  S t a t e  o f  A l a s k a ,  t h e  p r i c e  f o r  a l l  p r o ­
d u c t i o n  r a n g e s  w i l l  e s c a l a t e .
2 .  The o t h e r  c h ang e  o c c u r s  on p ag e  3 ,  l i n e  2 5 .  The House  
b i l l  c o n t a i n e d  a r e f e r e n c e  t o  "2^ h o u r  d a y s  e a c h  w e l l  
p r o d u c e d .  . . " I t  h a s  s i n c e  come t o  t h e  c o m m i t t e e ' s  a t t e n t i o n  
t h a t  r e c o r d s  a r e  n o t  k e p t  s h o w i n g  t h e  n um be r  o f  h o u r s  any 
g i v e n  w e l l  p r o d u c e s .  I t  v/as s u g g e s t e d  t h a t  [2^1 h o u r ]  
be  s t r u c k ,  l e a v i n g  o n l y  t h e  w o rd  " d a y s "  w h ic h  c o u l d  t h e n  
b e ' d e f i n e d  by  a d m i n i s t r a t i v e  r e g u l a t i o n .

E r n i e  H augen ,  V i c e  C h a i rm an  
F i n a n c e  C om m i t t e e

AGO 788334
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CS TO1' H O U S E  P-lIir. NO. •’!

Hi T!!^ L K G l ' U L i V i : O F  E STy .TE OP A L A S K A

EI G H T H  LEOI£1<AIT;';!'. - : Fl-’t5 S P E C I A L  S E S S I O N
♦ * 
A D I L L  J

F or an Act entitled: "An Ac.i i'ol: An{j to the oil and pas p r o p e r t i e s

p r o d u c t i o n  i n::: a n d  pr ‘ vidir.fj f o r  r.n efi'ec ivc- dafcc."|

gj? x? E N A C T E D  oV T1;E LKt:I£L.Vi’URE O F  riUr. S T A T E  OF '• L A SKA:

* S e c t i o n  3. AS '13.55.DIG(a) i. j c-pealed and re-eraC. ed t o  r e a d :

(a) T h e r e  is l e v i e d  upo n  ev&l-y p e r s o n  p r o d u c i n g  o i l  or , a  t a x  on 

each b a r r e l  o f  oil p r o d u c e d  w i t h i n  the ana o n  the c r o s s  v a l u e  a t 1

the well of a l l  car. oradueec’. w i t h i n  the ."trite, b o t h  l e e : any or ;

I
value of any ra’.i t the ownv." ;b n r  r i a n t  to w h i c h  as excr pa ire.’

j
taxation. T he t a x  is u p o n  t he w h o l e  p r o d u c t i o n ,  i n c l u d i n g  w h a t  is

»
  1,, .... c.v.n T> -nr*; 1J"’ •I'lWinfi",! 'ri T r 1 '-V i "i M C O ^ d ' '  to t'"*., JCOJ..::.Of:J.y j.no.-.j) us tj:e iV3ya.ii.jf s.>v, ....    <-»----—

I
followin': sehedu! or.:

ii
(1) O il •—  based u n o n  the a v e r a g e  daily p e r  well p r o d u c o l o n

i

end the a v e r a g e  g r a v i t y  of the? oil sold from e a c h  lease o r  p r o p e r t y

for the c a l e n d a r  m o n t h  i n  b a r r e l s  

p r o d u c e d  is:

ORIVTTY
io'in ;•?!) 
O R  l e s s

,i 0
UPD

20° 9 ancl below . 211 .282

2 1 . O'1 - 23.9° . 218 ' .291

2 >1.0° - 2 6 . 9? . 2 2 6 .301

27.0° - 29.9" . 233 ,310

30.0° •• 32 . 9’' . 2-10 . 3 2 0
33.0° - 35.9° .2JI7 .330

36,0° •- 38,9° . 25 •• .339

the tax o n  e a c h  b a r r e l  o f  o i l

PI{0hTJ pryn ’'! P.A'l E
HFD 

OR Mli-F

. 3 7 6
’.3J58

. -'il'iU

.H12
(i •% I; I /. .

AGO 788338
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3 9 .0° - '11.9° «262 .3-Vi .'136

'i?,0° an d  ab o v e  . .2 69 .35^ .‘I'iS

(?) Oil —  I’or wells tested and found Inc:.-.'■ r-.b3.<. of p r o d u e J n c  

inni’e than 100 b a r r e l s  in average daily p:-fduction, the tax shall t o  

one- h a l f  the sh o w n  In (1) of this subsection for p r o e u o t i o n

of 1,000 BPD or less.

(3 ) Oil -—  if in?: of the a v e r a g e  price for C a l i f o r n i a  L o n e  

B e a c h  crude oil 50.0° - 30.9° gravity exceeds $.'10, the tax for oil 

of 30.0° - 32.9° gra vity from wells p r o d u c i n g  2001 :iPD or m o r e  as 

s h o w n  i n  (1 ) o f  inis s e c t i o n  shall b o  inci’nasod to a  cents p e r  b a r r e l  

equivalent to 1 ' of tine a''eraye p r i c e  for Cal". f o m x a  L o n g  ecrch 

crude o i l  3 0 .0° - 3 0 .9° gravity. T h e  cents p er t -rel taxes i n  the
I

ot h e r  producti o.i • • • • a n s h a l l  ho inert-fixed by tee same- p 'vcc.it a g o .

The de p a r t m e n t  shall adjust and p o s t  the tax rates a c c o r d i n g l y  at

least s e m i - a n n u a l l y .

(j|) gp.s —  the tax rate shall be four pe° cent of the gross 

value of the gas and l i quid prod u c t s  p r o d u c e d .

ft S e c t i o n  2 . A3 fi3 o t  0 1 0 (e) is repealed.

» S e c t i o n  3. AS '13.55.015 is repealed.

ft S e c t i o n  A3 ?!-3.55.1JI0 is amended by a d ding n ew p a r a g r a p h s  to read: !

(6) "the o w n e r s h i p  or right to.which is exempt from t a xation"  

me a n s  any o wnership interest cf the federal g o v e r n m e n t  or the state;
t

(7) "gravity" no r m s  tlie A P I  gravity of oil m e a s u r e d  at 60°F.

v, a n d  is d e t e r m i n e d  by the following formula:

Sp e c i f i c  Gravity = ]JP.. jg
131.5 + API Gravity

26
■,y (fi) "average pr i c e  for C a l i f o r n i a  L o n g  B e a c h  crude oiJ" m e a n s  !

the price obtained by a v e r a g i n g  the p r i c e  per barrel of crude oil
* * I

f
pa i d  by the three largest purchasers of C a l ifornia L o n g  B e a c h  crude oi l :

AGO 780339
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/■

of 3 0 .0° - 30.9° g r a v i t y .

(9 ) "average d a i l y  p e r  wel l  p r o d u c t i o n "  ir.eara the a mount

c a l c u l a t e d  by d i v i d i n g  t he total n u m b e r  o f  bax’rols of oil p r o d u c e d

f ro m  each iua.ce or p r o p e r t y  d u r i n g  the calendar m o n t h  by the n u m b e r

of 2 'l h o u r  dayo each w e l l  prod u c e d  on the lease or p r o p e r t y  a n y  time

d u r i n g  the calendar month;

\
i

I

I -
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$ 43.55.010 AtASKA u'.AtJ'i' SU ti’I/iC.'.tKIJ'P V ‘A .0:5.0.10

/  " ,. •
/T) f s i?  r,r-j»r.\i' ' ty- in ? r ; :it r '!•"." i!:o-vr:!;*r*-t*r vsry v ir tr i- 'btwoT.cv. h»|>-

o r  r b . h ' .  A  v . ' l i ir . , ;  : .  iv  a ; I s .  : : ts i:c  i  i i in c r l
n e o n • c lir .y : to  the* f . i i b w i n  m h e m A  , m a t  c r y  p a r ! ,  w h i c h  i . i  e x ­
e m p t  iY >  u i  l a x : .  I  i o n  d < - ' ' - ‘ •■i f r o m  .'.ho l a : ;  l e v i e d  v ix  a  ;■ r '■ r a i n  
b a s is  ; :a  t o  i .a c h  p r o d u c t i - n  i - v c l  t :> : .  b r n c h v P .r '

( 1 )  o i l :  based up n  the avern. daily pro la. lion iu r  each weh 
fo r  Mia cukmdar nvm lh  in L a m b ,  11: a i.nx Ip 

(A )  three y r  e/mt on the fiiv! IhL Lnrr r : ; : ;
(1?) live per ctu.l 0:1 u..- i f  1 barrel . ; ;
(C )  six Pol* cant. , n  Jhu next 1,'h.O ImrreA; and
(D )  ei;:h( par ca.ii; o r  j.!i nrrvmctlor, in execs; of  2,;.:00 L.rvee!;; 

the r a l e  is four* per cent o f  the jt;rc; a vpUsc o f  the

(b)  r . ’i,v;ntnt «• 5 15:0 tax i in ii-.: of ail ad v: 'cram Laxm; r.'vv* or 
hc reauc r  imposed py itio state: or an;, o f  lie poiiii.:;.! aubdiviaiora 
upon

(1 )  property r ights niiaehou to or  inherent in fl:o r igh t to >• •-
ducc oi l  or gas,

(2) prcd-.n.in.: oi! or g ; ]or.;-:o.*,
(3 )  [dole ted]
( I )  ri! and v»**nd«uv.i in JV.e slate npon which gro?.> rm.hm-

tio:i La:;..; are paid, and
(5 )  an investment in prcpcrty dam'iVod in this section.
(c) An interest in the i nd r.r.t ari: al in .his 5 .toiler, none. ■ .? 

assessed and taxed as o ih . r  proper ly v.*itl;ir» . ’.to tax ir ; ;  uix! -bn. 
w}ticli the property in iccalod.

(d) The t;ra;;s prc'duch.n lax is not in lieu o f  ir.cor.o tax: or 
excise taxes upon the retail ::aL oi oil and pa: pivdueUa
i (e) J f  on a tax payment d: .0. Hie amour.i o f  tax due under 

( a ) ( 1 )  oi this section ir loss I-..an tlte tax due ur.dov " l i :  of Av; 
chapter, the lax levied in § 15 o f  this chapter is payable and I ha 
tax levied in this section need not be paid. ( I  2 ch 7 E S LA  V.vid; 
am 5 1 ch 110 SLA  19CS: am § i  ch 2-17 SLA .1070; am {■$ 1— 3 ch 
101 SLA 1072; am § -lO ch 03 SLA 1072)/)

linnet ftf nmsunJr.i.e.iH. V.r r.ny of i'e ooliticr.l r •eVilivinions’’
The I'jTJ c.r.-.c-,.:;i.'.cj;r, c l i v e  JAv for ‘A t ! . : ,  ;jwns, rchcwi disc 1. 107:?. in .•:{or. ! ,v: : i ,'rovo;n:nn. nt cni! . "' i .

“the y i i i ”: : ! '  f o r  “every 5m m :: I: v s:.tro.:>i--:'>:,y li>. 2 in s'Jp. •>
prftierinc” in f:rr-t rent <•, cub* »ii n <h), : r. mu.v.u.J sr-r
Ktitored ■•jcn.c.voii or r oi J i i  -I'ncir.tr’' ::: parser;:.:: ;*) i.f
lea.'c o r  p.-o|r . : i y "  for “prc-A.see*.:'1 in m-'■ - < r.'ui cick-te.: pr.ra
that. '.iTitcare, revrrolo I'm r. .• r.f: (•") of t’ur. -•■oi.ioii,
i = c i v ’- :•••> - r e * I 1.2. .tv.• committee report*),
"pro .O c t :  i ti! - j ::t:o xct ' . : y  tan- '.’or r-v •:. on ch. if l j , f-UA i'. 'A.
U'-iaj.c of y ( 1), i (P.O.'S ;'SH 10' ) , 107X 5 -
“for c -.ti v.*e j’’ in. arr.nm;- ..." mat, ’ 0...5. i1 or r-: : ort 0:1 cl:. • .
mom also ii-1 tut i i .n i (.’}, in : i : ! ; .v- Si..A 1073 (CShH 
lion (b) nini ..«:•!■ :i oi.b. -c'.ion (.•). Jicui’f J,<u;:i:J, pp. 7’. ; l ,  Off*.

The '/JV C  W '.nnU iin.’.’R roli: iloloit
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J ^  . . . .  '■'; ;v  •. -j ; ;• ‘ t  . • O il . ( f t )  '' l l  L> le v ie d  UJ

y . ■ : 1 a  ■■ mr.f . hi u  ru

j, 1 t-ffO ■ ;■ A  i >‘̂ {!» » ' <
. . . - , . ■ . 1. 'the lax ; : . in lue

. . . . . . . j  j  y- ■ : clue ■: for eat i gv the er.x.mn in iln ui
i l v r c f e  cl. ■ h ie d  i ‘»Hn« I 2 " ■ 1? • ■ : ''

which i* ■ • i •■«*»■- : Ai i W • •' : ' ''
1 . ■* • * .... . in .1 i/tii .iv*. l>V,r’,‘iM 'on a pro ru ‘ YOl h i1.'

( 1 )
IV . * . • . ’;  1 ,  I t / o 0 ,

( A ) ?  • 4 6 3 o n
• 'n •. y \ ]i . i  .  i  i; . : i  2 0 0  la m

* ■* ¥
'W  1

p y o
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T i m  H o n o r a b l e  Ton* 7 v  a 

S p e a k e r  o f  c i v  H o u s g  

A l a s k a  dtr.Cc Cr.pito), 

duncnu, Alaska 90001
"wear R e p r e s e n t a t i v e  f i n K ;

  ..................   nP .-VM.-.k.o 2 1 ,  1973, I  am eondinj y c  i  tilts
• « * * » *  A . y  ■ v , : ; ;  .. . «  ...r a t e s ,  the a m m o e ' s  proposed r a t e s ,  mua t-nc cai.cs. , - 
proposed in  the dr.v.ft o C o l l i ■ 4.

T h o s e  p r o j e c t i o n s  v e r c  c o u p l e t e d  b y  h a n d  as o u r  c o m p u t e r  p r o g r a m  

is n o t  c a p a b l e  o f  acc.o.pLiiig t h e  v i d e  v a r i a n c e  in r a t e s ,

Ver-f* t r u l y  y o u r - . V‘*i/ /  i , >
\ / / . . .
/ 1 / « r d ft Vd I ^  1/ - /

,/, * . . U
/ t«- .• ** * * " *r
ba-,rrence 0 .  E;m -nbach 
D e p u t y  CoTr..-.'i;;sioiier, T r e a s u r y

(I

L CF:°e 
E n c l o s u r e

cc.: G o v e r n o r  E f v n

AGO 788343
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0 / 2 3 / 7 3
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(tilllions o' d o l l a r s )

' : ■■ i: ki>. lv Or se

Id 7 4 197 b 1 9 7 6  ^ 9 7 7  jb>78 1 9 7 9 1 9 8 0 1981 1932 1 9 3 3
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‘ 3 0 9 335 362' 3 9 2

Assvjnptior.fi: •

*• * l i k e l y  c a r e  p r i c e  incre: sea 25 c  p e r  b a r r c l  p e r  y car.

b. C o o k  Inlet: p r o d u c t i o n  ox. Mi A r t h u r  A l v a r  

o t h w t  a t  0 - 1 . 0 0 0  b a r r e l s  p u r  day, A v e r a g e

n t  1,000-2, 

g r a v i t y  25

0 0 0  b a r  
o

•

r e i u  per d a y  w i t h

c. W o r t h  S l o p e  p r o d u c t i o n ,  Pri::!l e-e. at 1.7 m i l l i o n  b a r r e l s  p e r  d n y  f r o m  g r e a t e r  t h a n

2 , C,)0 b a r r e l s  u.-r d a y  v e i l s  \ i: h  oflr r i-roductic-n f r o m  1 , 0 0 0 - 2 . 0 0 9  b a r r e l s  t»er
--,o ‘

j  ■ t *— #  a. j l  t  i A , t .  /  i  r  i . 1 w t . s . . .  u  » j  j

: .a ur. it uvo ras i :  ;
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Division ;/ Oil; aitcl G sj 
3001 Porcupine Drive 
Anchorage, Alaska 99501

October 18, 1973

Honorable Tom Fink
Si.'.-,-. • A l a s k a  H o u s e  q£  R e p r e s e o ' f i a t i v e s  

Pouch V
O' u n c  •. u , A 1 a s k a 9 9 0 01

Your letter was received October 10, while we were finalizing 
data, charts and exhibits for the Adsnini strut i o n ' s areseuta tiou 
today, hence the oclayed reply.

Attached are three t a b l e s ; the f irst of which, is ontielrd "Crvt .. 
Oil Price and Average Daily dell Production, State o.i: Alaska.*" 
This should answer your lestioh to. j and the first parr or 
bo. 3, except; that vs overlooked e&lculat i ng the percpu-vt « ■ •f- 
each Ccck Inlet gravity. This can easily be done oy your. .: ,if f.

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 m o n t h s , based 
upon the average price paid the State by Tosc.ro. This should 
answer your question iio. 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 if we can provide any further information. 
Again, we apologize for the delay in getting this material to 
vou.

Sincerely, , y  b y
> • * >•

i la m e r  L . L u r r e  11 

Director

A G O  7 8 8 3 4 6
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Crude Oil Price- n:id Average On i j y 

No! i Productior,

State of Alaska

- i n  I rj
Gross Prod. 

C o l s )  :-'

V.oi (hoed 

Corking Price 

I n t o r e s t  9 - I- 7 3  # 

(Go Is) (;,>

Walihead 
V n  I us 

(S)

Pa. P M s / N o l  l/driv APIr.o.

• Wei is orouvi Cray riv

Pt.

/'.COCO 

Mi-. A i I
2 13790 
ioirni

101445
I P. OOP. 7

2,30.4
X 797

4 3 3 3 1 0
> '7 0 X 9 :1

16
n rp-

> 8 . 5
/> o r
W - . \j

kArthur R. 35' 3102077 3.562 10 1 9 3 9 0 0 9 2! 99 3<! .

■» r* .,b» o

17595
r. i .
71 ..- v)

12-12 4 0  

i 60107
r  o  -  i i * i v
VJ

108717

147094
r: / oi o I
V l v  • w i

3 .380 367 *155
3. 545
T nr,-'

• Wi.; /

H I D'J

"J

f'

4/} 5 

904
l o i r  
IV/ i U

36.0

38. :3

-H.> . 0

..arson R. 855233 / "Ao 0 1 .7 • oO 2943408 732 3 5 . 0

r e d i n g  Ba y  

Aiw.O-T axaco 

Union Oil

194774 
47651 4

170427

452733

3 .432
3 .095

534905 

i 40 I 354
13

2 8
4 . 8 3

549

31 .7 

23.0

:ta I - Coo 

n Iet Area

urines Bay-

brio Tot,

i.

6431373 
/ /

65072

6495445

5677533

56938

5734526

3,542 

2.394

2 0 10 7 5 15 

136310

192

3,530 20743825 193

!08i

2099

1036

;.o

27.0

Procccti on is for August -• Latest Available. Pries is for Sanvowbar ran resent i ng 

latest charge. V’o i ghvat! average t he re fore v/iil vary slightly from September actual 

f I gtiros.

■ • Qrhr.r pools at Prudhon Gay havo a gravity of 23' API 

* V f o i q h t e d  a v e r a g e
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October, 1572 

October, 1973 

October, 1974

Prudiioe Boy 
Posted Prico/P.bl. Oil a I We# I I 
foi Lonn Bondi, California

 2 7 °  :: 2 7 . t-3 G r a v i t y ___

i / i i b f r  '

3 . 1 9

3 . 7 9

Cook Inlet 
Bn sec! on Average 

Tosoro Pr i r.o/i'-’M  . , l.‘ "ival ’nt 
_ Avy.-r:? 55° (Ynvi jv

5 / B b I . 

3.27

No estimate ori.'de prices will escaioto frcM 13-* to 357 /!:b!./yr. end 
our best guess is 25v/bbi./yr.

AGO 788348



Calculation To 11 .,-i.v!r..
i:f ver;t? v. "Can I a l-'cr Oarra I " Tax 

- 10,000 B/D Wall Under lYon. wed L  .risintit

'O i I y i ax ( 500  x TO. 10125 +■ 700 x
0. 16 0 7 5  1500 v o a* * u * t2025 ;!• 7590 x  0 . 2 7 )  0 . 8 7 5

D a i l y  I ox ~ (30,3715 + 110.125:> + 3 03 . / o v 20 , :5 . (J0 )  0 , " / i

: i ! V -  2 1 7 7 . 2 5  x 0 . 0 7 5

h  !y Tax ~ $ 2 167

roc l ivc '“a x / I l o t  W. I . P-
10 ,0 00  x 0 . 8 7 5 5 0 . 2 4 7 ,

AGO 7 8 b 349



T h e  L e g i s l a t u r e  of the S t a t e  o f  A l a s k a

F I S C A L  N O T E
F i r s t  S p e c i a l  S e s s i o n  - E i g h t h  L e g i s l a t u r e

S e n a t e  Bill 4 & H B  4
REQUEST
Bill Identification:
Title:_____ Oil and Gas P r o p e r t i e s  P r o d u c t i o n  T a x

Requested by:____ T.egislat iv e  F i n a n c e ____________

Return Date Requested: O c t o b e r  17. or as s o o n  a f t e r  that d a t e  as possible. 

Agency : R e v e n u e  &  N a t u r a l  R e s o u r c es______P r o gr a m:

D a t e : 10 /11 /73

II. FISCAL DETAIL
Budget Request Unit(s) Affected:_________ E x c i s e  T a x  D i v i s i o n

A. e x p e n d i t u r e s : (Thousands of dollars)

OBJECT F Y  7ll FY 75 FY 76 FT 77 FY 78 FY 79
100 PERSONAL SERVICES -0- -0- 17.6 18.4 19.3 20. 3___
200 TRAVEL -0- -0- .5 .5 .5
300 CONTRACTUAL 1.0 -0- 5.0 6.0 6.0 6.0
400 COMMODITIES - 0 - - 0 - .1 .1 . 1

500 EQUIPMENT - 0 - - 0 - . 6  - 0 - - 0 - .36 00 LAND & STRUCTURES - 0 - - 0 - IOII
-o1 - 0 - - 0 -

700 GRANTS, CLAIMS, ETC. - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

m n m  a  t  
j l  u m j j

1.0 - - 0 - 23.8 25.0 25.9 27.2

B. FUNDING: (Thousand 

GENERAL FUND

s of doi: 

1.0

Lars)

- 0 - 23.8 25.0 25.9 27.2. _
FEDERAL FUNDS
OTHER

C. POSITIONS:

PERMANENT/TEMPORARY -0-/ -0- / 1 / 1 / . I. / 1 /
MAN MONTHS (P./T.) -o=/ . . -0- / 1 2 / tf J .  . 12./..... . 12.1.

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)

S E E  A T T A C H M E N T

I V . ATTACHMENTS

I n d i c a t e s  i t e m i z e d  e x p e n d i t u r e s  i n ~ E x c i s e  T a x  D i vision.

V . DATE : October 22 .  1973 PREPARED BY

Original: Legislative Finance 
cc: Budget and Management

Prime Sponsor (First Legislator Named)

S t e f f e n  A n d e r s e n ,  D i r e c t o r  
E x c i s e  T a x  D i v i s i o n  
D e p a r t m e n t  of R e v e n u e

AGO 780350

J H m



'  V
#

As n o t e d  on  line t w o  of the f i s c a l  d e t a i l ,  t he d i v i s i o n  i n v o l v e d  in t his 

f i s c a l  n o t e  is the E x c i s e  T a x  D i v i s i o n ,  B u d g e t  R e q u e s t  U n i t .  Y ou w i l l  n o t e  

t h a t  t he o n l y  f i g u r e  s h o w n  t h e  a d d i t i o n a l  c o s t s  i n FY ~/k is $ 1 , 0 0 0  a n d  this 

r e f l e c t s  c o n t r a c t u a l  f u n d s  r e q u i r e d  to m o d i f y  t h e  f o rm s  s h o u l d  the oil a n d  

g a s  p r o d u c t i o n  p r o p e r t y  t ax b e c o m e  law as v/el1 as the oil a id g as r e g u l a t i o n  

a n d  c o n s e r v a t i o n  tax. T h i s  $ 1 , 0 0 0  w ill a c c o m o d a t e  the r e d e s i g n  a n d  p r i n t i n g  

o f  n e w  f o r m s  w h i c h  wil l  be r e q u i r e d .  T h e  $ 1 , 0 0 0  d o l l a r s  r e q u e s t e d  in 

c o n t r a c t u a l  s e r v i c e  in FY 7*t is in a d d i t i o n  to tfie $ 2 0 , 0 0 0  w h i c h  w e  c u r r e n t l y  

h a v e  in the E x c i s e  T a x  D i v i s i o n  C o n t r a c t u a l  S e r v i c e s  b u d g e t  to a u t o m a t e  

the oil an d  g a s  p r o d u c t i o n  t ax r e p o r t i n g .

Y o u  w i 11 n o t e  tha t  a r e  t h e r e  a r e  n o  a d d i t i o n a l  c o s t s  r e f l e c t e d  in F i s c a l  

Y e a r  1975 • It m u s t  be  p o i n t e d  o u t  that t he E x c i s e  T a x  u i v i s i o n  b u d g e t  for 

Fiscal Y e a r  1975 has a l r e a d y  b e e n  p r e p a r e d  and i n c l u d e s  $ 1 0 , 0 0 0  b u d g e t e d  in 

c o n t r a c t u a l  s e r v i c e s  to c o m p l e t e  a n d  m a i n t a i n  the oil a r d  g a s  a u t o m a t e d  

p r o d u c t i o n  t a x  p r o g r a m .  In all i n s t a n c e s ,  the a m o u n t s  i n d i c a t e d  on this 

fiscal n o t e  a r e  in a d d i t i o n  to  t h o s e  a m o u n t s  w h i c h  h a v e  a l r e a d y  b e e n  b u d g e t e d  

o r  wil l  be b u d g e t e d  f o r  t h e  E x c i s e  T a x  D i v i s i o n  f or the Fisc a l  Y e a r s  '97^ 

t h r o u g h  1979.

In F i s c a l  Y e a r  1976 o u r  f i s c a l  n o t e  i n d i c a t e s  p e r s o n a l  s e r v i c e s  in t he a m o u n t  

o f  $ 1 7 , 6 0 0  w h i c h  r e p r e s e n t s  th e  h i r i n g  o f  a R e v e n u e  A u d i t o r  III w h o s e  p r i m a r y  

f u n c t i o n  w ill be th e  a u d i t i n g  of  t h e  oil a n d  g a s  p r o d u c t i o n  a n d  c o n s e r v a t i o n  

t a x  r e p o r t s .  W e  h a v e  s h o w n  $ 5 0 0  in t r a v e l  for this a u d  tor e n a b l i n g  h i m  to 

w o r k  c l o s e l y  w i t h  the D i v i s i o n  of N a t ur a l  R e s o u r c e s  in A n c h o r a g e .  Y o u  w i l l  

a l s o  n o t e  $ 5 , 0 0 0  c o n t r a c t u a l  s e r v i c e s  in Fiscal Y e a r  19/6 w h i c h  r e p r e s e n t s  

t he a m o u n t  w h i c h  w e  feel w i l l  b e  o u r  s h a r e  of the a u t o m a t e d  d a t a  p r o c e s s i n g  

t i m e - s h a r i n g  c o s t s  for the oil a n d  g a s  p r o g r a m .  T h e  a m o u n t s  of $ 1 0 0  a n d  

$ 6 0 0  r e p r e s e n t  c o m m o d i t i e s  a n d  e q u i p m e n t  f or the n e w  h i r e .  T h e  total a m o u n t  

in F i s c a l  Y e a r  197 6  b e i n g  $ 2 3 , 8 0 0 .  For the y e a r s  Fiscal 77 t h r o u g h  F i scal 

79 w e  a r e  i n d i c a t i n g  t h e  p e r s o n a l  s e r v i c e s  of t h i s  s a m e  R e v e n u e  A u d i t o r  

w i t h  m e r i t  i n c r e a s e s  e a c h  y e a r  a n d  o u r  c o n t r a c t u a l  s e r v i c e s  i n d i c a t e  

t i m e - s h a r i n g  d a t a  p r o c e s s i n g  c o s t s  n o w  e s t i m a t e d  a t  $ 6 , 0 0 0  p e r  y e a r .

A T T A C H M E N T  TO FISCAL M OTE ON OIL AND GAS P R O P E R T I E S  P R O D U C T I O N  TAX

AGO 788351
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First Special Session - Eighth Legislature

I .
S e n a t e  Bill 4

REQUEST
Bill Identification:_________________________
T i t l e :   Oil and Gas P r o p e r t i e s  P r o d u c t i o n  T a x

Requested by: Legislative Flnannp

& HB h

D a t e 10 / 1 1 / 7 3

Return Date Requested: O c t o b e r  17. or as s oon a f t e r  that  d a t e  as possible. 

Agency : R e v e n u e  & N a t u r a l  R e s o u r c e s_____ Pr o g r a m :__________________________

II. FISCAL DETAIL
Budget Request Unlt(s) Affected:_________ E x c i s e  T a x  D i v i s i o n

A. EXPENDITURES: (Thousands of dollars)-

OBJECT FY 7*1 FY 75 F Y  76 FT 77 FY 78 FY 79
100 PERSONAL SERVICES -0- -0- 17.6 18. ̂ 19.3 20.3
200 TRAVEL -0- -0- .5 .5 .5 .5
300 CONTRACTUAL 1.0 -0- 5.0 6.0 6.0 6.0
1)00 COMMODITIES -0- -0- . . . i .1 .1 .1
500 EQUIPMENT -0- -0- .6 -0- -0- .3
600 LAND & STRUCTURES -0- -0- 1o11

-o1 -0- -0-
700 GRANTS, CLAIMS, ETC. -0- -0- - 0 - - 0 - - 0 -

m ^ m  a r  
j l  v / i n u

1.0 - -0- 23.8 25.0 1 25.9 27.2

B. FUNDING: (Thousands of dollars)

GENERAL FUND 1.0 -0- 23.8 25.0 25.9 27.2
FEDERAL FUNDS
OTHER

C. POSITIONS

PERMANENT/TEMPORARY -0-/ -0- / 1 / 1 / 1 / 1 /
MAN MONTHS (P./T.) -0-/ . . . -0- / 12 / ____ .u /..... 12 / 12 /

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)

S E E  A T T A C H M E N T

IV. ATTACHMENTS

I n d i c a t e s  i t e mized e x p e n d i t u r e s  in E x c i s e  T a x  D i v ision.

V.' DATE: O c t o b er  22. 1973 PREPARED BY:

Original: Legislative Finance

S t e f f e n  A n d e r s e n ,  D i r e c t o r  
E x c i s e  T a x  D i v i s i o n  
D e p a r t m e n t  of R e v e n u e

c c : Budget and Management
Prime Sponsor (First Legislator Named)
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A T T A C H M E N T  TO FISCAL NOTE ON 0 1L AND G A S  P R O P E R T I E S  P R O D U C T I O N  TAX

As n o t e d  o n  line tw o  of the f i s c a l  d e t a i l ,  th e  d i v i s i o n  I n v o l v e d  In thi s  

f i s c a l  n o t e  Is the E x c i s e  T a x  D i v i s i o n ,  B u d g e t  R e q u e s t  U n i t .  Y o u  w i l l  n o t e  

t h a t  the o n l y  f i g u r e  s h o w n  the a d d i t i o n a l  c o s t s  in FY 7^ is $ 1 , 0 0 0  a n d  this 

r e f l e c t s  c o n t r a c t u a l  f u nd s  r e q u i r e d  to m o d i f y  t h e  f o r m s  s h o u l d  t he oil a n d  

g a s  p r o d u c t i o n  p r o p e r t y  tax b e c o m e  low as w e l l  as the oil a nd g as r e g u l a t i o n  

a n d  c o n s e r v a t i o n  tax. T h i s  $ 1 , 0 0 0  w i l l  a c c o m o d a t e  t he r e d e s i g n  a n d  p r i n t i n g  

o f  n e w  f o r m s  w h i c h  will be r e q u i r e d .  T h e  $ 1 , 0 0 0  d o l l a r s  r e q u e s t e d  in 

c o n t r a c t u a l  s e r v i c e  in FY 7^ is in a d d i t i o n  to t he $ 2 0 , 0 0 0  w h i c h  w e  c u r r e n t l y  

h a v e  in the E x c i s e  T a x  D i v i s i o n  C o n t r a c t u a l  S e r v i c e s  b u d g e t  to a u t o m a t e  

the oil a n d  g a s  p r o d u c t i o n  tax r e p o r t i n g .

You w i l l  note that  are there are  no a d d i t i o n a l  costs r e f l e c t e d  in  F is ca l  
Year 1975* It  must be po in ted out that  the Exc ise  Tax D i v i s i o n  budget for 
F is ca l  Year 1975 has a l ready  been prepared and inc ludes  $ 1 0 , 0 0 0  budgeted in  
con t rac tua l  se rv ices  to complete and m a in t a in  the o i l  a n d  gas automated 
p ro duc t io n  tax  program. In a l l  i n s t a nces ,  the amounts in d ic a te d  on t h i s  
f i s c a l  note a re  in a d d i t i o n  to those amounts wh ich have a l r e a d y  been budgeted 
o r  w i l l  be budgeted f o r  the Excise Tax D i v i s i o n  f o r  the F is ca l  Years 197^ 

through 1 9 7 9 .

In F i s c a l  Y e a r  1 976 o u r  fiscal n o t e  i n d i c a t e s  p e r s o n a l  s e r v i c e s  in the a m o u n t  

o f  $ 1 7 , 6 0 0  w h i c h  r e p r e s e n t s  th e  h i r i n g  o f  a R e v e n u e  A u d i t o r  III w h o s e  p r i m a r y  

f u n c t i o n  w i l l  be t he a u d i t i n g  of  t h e  oil a n d  g a s  p r o d u c t i o n  a n d  c o n s e r v a t i o n  

t a x  r e p o r t s .  W e  h a v e  s h o w n  $ 5 0 0  in t r a v e l  f o r  thi s  a u d i t o r  e n a b l i n g  h i m  t o  

w o r k  c l o s e l y  w i t h  the D i v i s i o n  of N a t u r a l  R e s o u r c e s  in A n c h o r a g e .  Y o u  w i l l  

a l s o  n o t e  $ 5 , 0 0 0  c o n t r a c t u a l  s e r v i c e s  in Fisc a l  Y e a r  1 9 7 6  w h i c h  r e p r e s e n t s  

t h e  a m o u n t  w h i c h  w e  feel wil l  be  o u r  s h a r e  of  t h e  a u t o m a t e d  d a t a  p r o c e s s i n g  

t i m e - s h a r i n g  c o s t s  for the oil a n d  g a s  p r o g r a m .  T h e  a m o u n t s  of $ 1 0 0  a n d  

$ 6 0 0  r e p r e s e n t  c o m m o d i t i e s  a n d  e q u i p m e n t  f o r  t h e  n e w  h i r e .  T h e  total a m o u n t  

in F i s c a l  Y e a r  197 6  b e i n g  $ 2 3 , 8 0 0 .  F or t h e  y e a r s  F i s c a l  7 7  t h r o u g h  F i s c a l  

79 w e  a r e  i n d i c a t i n g  t he p e r s o n a l  s e r v i c e s  o f  t h i s  s a m e  R e v e n u e  A u d i t o r  

w i t h  m e r i t  i n c r e a s e s  e a c h  y e a r  a n d  o u r  c o n t r a c t u a l  s e r v i c e s  i n d i c a t e  

t i m e - s h a r i n g  d a t a  p r o c e s s i n g  c o s t s  n o w  e s t i m a t e d  e t  $ 6 , 0 0 0  p e r  y e a r .

AGO 768351



The L e g i s l a t u r e  of the State of A l a s k a
F I S C A L  NOTE

First Special S e s s i o n  - E i g h t h  L e g i s l a t u r e

I. REQUEST
Bill Identification: SB-4 , HB-4____________________________
T i t l e : Oil and Gas Properties Production Tax_________________
Requested by: Legislative Finance Date : 1 0 /1 1 / 7 3

Return Date Requested: October 17 or ASAP______________________
A g e n c y :Revenue & Natural Resources Program:___________________

II. FISCAL DETAIL
Budget Request Unit(s) Affected: Division of Oil and Gas
A. E X P E N D I T U R E S : (Thousands of dollars')

OBJECT FY 74 FY 75 FY 76 FY 77 FY 7 8 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
4 00 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
6oo LAND & STRUCTURES i
700 GRANTS, CLAIMS, ETC.

TOTAL 19.3 40.0 41.9 88 .2 92 .6 97.3

B. F U N D I N G :  (Thousands of dollars)

GENERAL FUND 19.3 40 . 0 4 1.9 fifi 2 92.6 97 . 3
FEDERAL FUNDS
OTHER

C. P O S I T I O N S :

PERMANENT/TEMPORARY 1 / 1 / 1 / 2 / 2 / 2 /
MAN MONTHS (P./T.) 6 / 12 / t 1 / 2.1 / 24 / 24 /  .

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III) 
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.

IV. ATTACHMENTS

Original: Legislative Finance
cc: Budget and Management

Prime Sponsor (First Legislator Named)

V. DATE: PREPARED BY:

AGO 788352 \



r.v " i  l j '..a*/:' • a m *

or, i-oa jiov!:'}•' b i l l  m o .  i\

II] THE LEGISLATURE 0? TEE 5 TATE 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 

d a t e ."

EE IT ENACTED BY THE LEGISLATURE O F  THE STATE OF A L A S K A :

^'Section 1. AS <'3.55.010 (a) is repealed and re-enacted to read:

(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 a\ 

the well of all gas produced within the state* both loss any p a w  or 

value of any part the ownership or right to which is exempt frert 

taxation. The tax is upon the whole production, including what is

r,/•.mmi-D i T y  Vnrv.'n ?> v’n o  -pn'r- 'I r’.r i Vit f?pP f; t, . Find if. l e v i e d  F5 C-CC T U  ?. Cl ■ t-O

the following schedules:

(1) Oil --- based upon the average daily per well produc1 i.rr. 

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 is:

PP.0DUC' ’TON P..ATE 
100 LED 101-1000 a 001-2300 ? C o T  RED

GRAVITY OR 1,1*58 BPD BPD OR KOBE

2 0r'f J fl y C‘, i«C* be low

21 .0° - O T c. J

2 ■'!. io

PO . 9*

BY. O'-1 _ 20

30. 0° - 22 . 0 *

Sj r* •r\ «w :;b . 9 fJ

y n .(/•' - 3 8 . *

"I* *

if,’: .

0° - 

0* ;

■*!.) 

i i

_ i,

’■ 11 i
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(?.) Oil —  i." {]••■: - of the highest price- paid for

: ■ ' o f  Alaska royalty cm-.-- oi i s .0 - 30. y gravity <. • d: ■ .

the-: 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.

•5S e c . 2 AS il3.95.010 (b), (c) and (d) are amended to read:

11-. \ rpn'?nr.’rim a p  mur.’l ..... r o v .. <• r. 4.. - ^ . j. j .
s L x i • •*“ • •*-** • -*• -• - i -j _j vu;. .Li .I.C./|»I.U • J ,v U J l .1 I • V * ! J C*. I ' L» V. J _L k. -I i 1

place [LIEU] of all [AD VALOREM] taxes now [OR HEREAFTER] imposed by

the state or any of its m unicipalities [POLITICAL SUBDIVISIONS] upon, 

and neither the state nor a inun i c:ipal 1 ty 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 or- properties , whether 

producing or not; [,]

(3) oil or gas in p lace:

(*1) oil or [AND] gas produced or extracted in the state.:

[UPON WHICH GROSS PRODUCTION TAXES ARE PAID, AND]

(5) an :1 n to rest [INVESTMENT'] in property described in this 

sub section: o " [SECTION]

(C) the value of Intar.rible drill.''.I.nr and deve lopment exr.i n:;es 

and e 0 1 ora11 on exrenses .

(c) An interest in the .'land 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].

AGO 788354



(cl.) The [CffiOSS J'CTXOM’J I • •: 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) is repealed.

>• Sec. A. AS A 3.5 5* 015 is repealed.

Sec. 5. AS A 3 . 5 5  Is amended by adding a new section to read:

Sec. A3.55.016 NATIVE CLAIMS PAYMENTS.

When the tax levied under Sec. in of this chapter is payable, 

an amount not less than $ . 0 5  for each barrel cf 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 (PI. 92-203; 85 Stat. 

6 K«, A3 U.S.C. l t d  et seq.), into tlie Alaska Native Fund until ail 

amounts paid in the fund equal $ 5 0 0 ,0 0 0 ,0 0 0 .

•;f Sec. 6 . AS A3.55.lAo is amended by adding new paragraphs to read

(6 ) "intangible drilling and development expenses" means 

those expenses defined in sec. 2 6 3 (0 ) of the United States Internal

Revenue Cade as defined or. the effective date of this paragraph;

(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 • -ty in the state;

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

and is determined by the following formula:

API Gravity = l A l . 5 ______________  - 1 r
Specific Gravity ' *"

(i.i.) "lease or property" means a lease or property Including 

mineral interests in oil and gas and working interests, royalty intern 

and overriding royalty interest.*; in oil. and gas lease:: and uni t i:w i. d n  

pooling agreements under t ho p*'»ovtn.i on:.: of Lection '*j.A (b) (3 ) of tlr1 

Internal Revenue Com* of If'.A as. ch fined upon I lie effective date of 

tbi s. paragraph.

A G O  7 8 8 3 5 5



t!t loxil: t ■ ■ : , ll: ; to f 3 i U? ' J? Of I I ■ 3 U? Oil3 } ' ll

f r o m  e a c h  l e a s e  o r  p r o p c  r t y  d u r i j q ;  f -i r o; 3 •■no v on ;n  1\v t h e  numbe r  
o f  ?A h o u r  d a y s  e a c h  w e l l  p r o d u c e d  on  t h e  3un.se o r  p r o p e r t y  a n y  t im e  
d u r i n g  t h e  c a l e n d a r  m o n t h ;

“Lee. A. This Act takes effect January 1 , 197A
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FI N A N C E  C O M M I T T E E  R E P O R T

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 1̂, 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 Jl 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-
-! X- i--

• I.i n n r : i : i / w  c . L j j i u v c J .  U i
o X. r- x. ~
u u a v / C 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 
•graduated with regard to the ability of wells to produce crude oil 
would assure a fair return to the State.

2, One of the r'r’’'eciple objections to a. cents oer h?.r‘r,el
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 its Committee Substitute for
House E:. 11 1, the Committee inserted the word municipality in place
of political subdivision wherever it occurred.

. Tlie 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 to recommend only one system of severance
taxation on oil. namely the cents per barrel approach.

5. Definition changes are 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 ihe month.

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

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

A G O  788357



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 
e d .

AGO 780358



F I S C A L  N O T E

F i r s t  S p e c i a l  S e s s i o n  - E i g h t h  L e g i s l a t u r e

I. REQUEST
LAI 1 I d e n t i f i e a t :i. on: S e n a v c  H i l l  4

j]J3 ii

T i t l e : O;. J_ ■ rcl Gas Prcme r t ieS  Piroduc t j  ort j_£ : __________________________________________________________

Reguor.feed b y E L n a m _______________ D a t e : ____ 10/11/73_____
R e t  u m  D a t e  R e? Q U ©  S  t  £ ci I jQnj -.joy i v . o r  as c o n n  t i n t  d a ta as p o s s i b l e

Agency :__Revenue f.- !■:.-!tn v;'i 1. Pc'enrccs irO£L';-..l.__________________________

IT. FISCAL DETAIL
Budget Request Unit(s) A f f e c t e d :__________
A. EXPEND ITUKEf: (Thousands of dollars)

E x c i s e  T a x  D i v i s i o n

OBJECT FY  7-'l FY  7 5 FY 7 6 F Y  7 7 FY  7 8  | F Y  79
1 0 0 PELA jNA L  SERV ICES - 0 - - 0 - 1 7 . 6 18 .4 1 9 . 3  1 2 0 . 3
2 0  0 TEA YE:, - 0 - - 0 - J j . s (.... .. .5 | .5
; } 0 0 CONTRACTUAL 1 . 0 ~o- 5 . 0 6 . 0 6 . 0  1 6 . 0
n o  0 CC .’ •L'LJ.'j 'j ES - 0 - - 0 - 1 . 1 .1 ! .1
l o o EQU j  PEE: IT - 0 - - 0 - . 6 - 0 - - 0 -  i .3
C o o . l ; . ; : ;  & s t r u c t u r e s - 0 - - 0 - - 0 - - 0 - - 0 - ! - 0 -
7 0 0 GR'U iT o , CnA.LES, ETC . - 0 - - 0 - - 0 - .  . .  - 0 - - 0 - 1 - 0 -

I . . . . . . .

rp r>m t
1»!

*• 1 . 0  • - 0 - 23 .8 2 5 . 0 2 5 . 9  | 27 .2

B. F U N D I N G : (Thousands of dollars)

OT7Vlr>Tl f. r ?T>l T> TT~\ 1 A 0 99 o *5 n xs 0 ■ .

FHLE- :A.L TuNDS
. . . .

OTHNH __________________________________ z

C .  p o s i t i o n s :

PERi'ANENT/TEMPORARY -0-/ -0- / i 1 / a 7  . L 1 / __ i_7.
MAN MONTES (P./T.) -0-/ -0- /  i 12 7 12 / . 12 7 . . . . i ? /

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

S E E  A T T A C H M E N T

\
IV. ATTACHMENTS

I n d i c a t o r  i t e m i z e d  e x p e n d i t u r e s  i n 7E x c i s e  T a x  Div i s i o n .

V .  DATE: O c t o b e r  2 2 , 1973
/

Or ,i r 1 na.l : ) .or; Is I a l ive- II! no nco

S t e f f e n  A n d e r s e n ,  D i r e c t o r  
E x c i s e  T a x  D i v i s i o n  

D e p a r t m e n t  of R e v e n u e

c c  : Budget and [Lunur.emont 
Prime Sponsor (First Lei' Lr1 atox' Named)

A g o
7 8 3 3 5 9



ATTACHMENT TO FISCAL HOTU 011 OIL ...JO C/O P?.OIM .Tf IE5 I'lOHU-T I OM [AX

As noted on l i n e  two of the f i s c a l  d e t a i l ,  the d i v i s i o n  i n v o lv e d  in  t h i s  
f i s c a l  note  is  the Exc ise Tex D i v i s i o n ,  Budget Ruquer,t U n i t .  You w i l l  note 
that  the on ly  f i g u r e  shown the: a d d i t i o n a l  costs in  IY is $1 ,000  and t h is  
r e f l e c t s  con t rac tua l  funds re qu i r e d  to mod i fy  tl ie forms shou ld  the o i l  and 
gas p roduc t ion  p roper ty  tax become law as Well as the o i l  and gas r e g u l a t i o n  
and conse rva t ion  t a x .  Th is  $1,000 '-n i l  accomodate the redes ign  and p r i n t i n g  
o f  new forms which w i l l  be r e q u i r e d .  The S1,000 d o l l a r s  requested in 
con t rac tua l  s e rv ic e  in FY ~]h is in  a d d i t i o n  to the $20,000 wh ich we c u r r e n t l y  
have in  the F.xcise Tax D i v i s i o n  Contractua l Serv ices budget to automate 
the o i l  and gas p roduc t ion  tax r e p o r t i n g .

You w i l l  note that  arc there ere no a d d i t i o n a l  costs r e f l e c t e d  in  F is c a l
It must Ijc po in ted  out that  the Exc ise  T*ix D i v i s i o n  budget fo r

F isca l  Year 1975 lies a l r e ad y  been prepared ane in c ludes  $10 ,000 budgeted in  
con t rac tua l  s e rv ices  to complete and m a in t a in  the o i l  and gas automated 
p roduc t io n  tax  program .  In a l i  i n s t a nce s ,  the amounts i n d i c a t e d  on t h i s  
f i s c a l  note are  in  a d d i t i o n  to those amounts which have a l r e a d y  been budgeted
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in F is c a l  Year 1976 our f i s c a l  note in d i c a te s  pe rsona l  s e r v ic e s  in  the amount 
o f  $17 ,600 which represents  the h i r i n g  o f  a Revenue A ud i t o r  I I I  whose (."ir.vary 
f u n c t io n  w i l l  be the a u d i t i n g  o f  the o i l  and gas p roduc t ion  and c onse rv a t i o n  
tax r e p o r t s .  V/e have shown $ 5 0 0  in  t r a ve l  fo r  i n i s  a u d i t o r  e n a b l i n g  him to 
work c l o s e l y  w i t h  the D i v i s i o n  o f  Uaturn l Resources in  Anchorage .  You w i l l
 ____   ,.,,..00 contractu*1 * f-nru imc in F ic r n l  Ypar 1976 wh ich reo resents

the amount which we fee l  w i l l  be cur share of the automated da ta  p rocess in g  

t ic .e-shar i ng costs fo r  the o i l  and gas p rogram .  The amounts of  5100 and 
$ 6 0 0  represent commodit ies and equipment f o r  the new h i r e .  The t o t a l  amount 

■'ear 1276 be ing  $23 ,800 .  For the '’cars  F isca l  77 through F is ca l  
79 we are i n d i c a t i n g  the persona l s e rv ic e s  o f  t h i s  same Revenue A u d i t o r  
w i t h  m e r i t  increases each year and our c on t r a c tu a l  se rv ices  i n d i c a t e  
t ime-sha r in g  data p rocess ing  costs now est imated  at  $6 , 0 0 0  per y e a r .
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