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Susitna Joint Venture
Document Number

355 June 21, 1983

Piease Return To

DOCUMENT CONTROL

Mr. Eric Marchegiani
Alaska Power Authority
334 West 5th Avenue
Anchorage, Alaska 99501

Subject: Natural Gas Wellhead Severance Taxes
Pear Mr. Marchegiani:

Attached is a copy of Alaska Statutes, Chapter 35. 0il and Gas Pro-
perties Production tax. The section that specifies mnatural gas
severance taxes is Section 43.55.016.

The minimum tax would be 6.4¢/Mcf while the maximum is 10% of the
wellhead price. Actual taxes could be somewhere in between because

the 107 quantity is multipiied by the "economic limit factor' described
in Section 43.55.013.

At this time it is impossible to c¢btain the values needed to solve

the economic limit factor for the new Enstar gas contracts since none

of the wells covered by those contracts are currently producing. Bill .
Hickman of Enstar said they are currently paying about ll¢/Mcf on gas
purchased from Beaver Creek and that the 11¢/Mcf was about 4% of the
wellhead price. Charles Logsdon of the DOR said his rough guess would

be about 77 of the wellhead price for the new Enstar contracts (0.07 x
2.32/Mcf = 16¢/Mcf).

Based on this information, I have assumed that the severance tax is
15¢/Mcf for new Cook Inlet gas and that the tax will increase or de-
crease as the gas price changes with world oil prices.

If you have any questiomns concerning this matter, please call me.

Very truly yours,

Wik gl

W. David Augustine

WDA/kdn

Attachments: as noted

cc: Robert Mohn, APA
Henry H. Chen, HE
Ned Lesnick, HE
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com - s 7 T ¢ ve yuo T TETTIE 3 BL00I SYETUL AND TAXATION % IT.I5TI5
§ 43.55.010 t ALASKA STATUTES § g&gg_‘aﬁ TS BB BiZ REOGVERTD ANDG TAXATION » 49,0001

™

Chapter 55. Oil and Gas Properties Production Tgy, - 7 1 32203, 85 Stat. 688, 43 U..C. 1601 et seq.), that payment shall be

SR 3 wt Jess than $.05 for each taxable barrel of oil produced until all
Section Section .+ elwE gwonts paid in the fund equal $500,000,000. (8 1 ch 136 SLA 1977)
10. [Repealed) 60. Delinquency . A . ] )
11. Oil production tax 70. [Repealed) c ' . o #ik  (rsreference. — As to oil and gas, see Section 11, ch. 136, SLA 1977, effective
12. Adjustment in tax rates 80. Collection and depmeiy of savwts ~ * ',;,:ff; & ¥ 05.1R0. July 1, 1977, provides: “This Act applics to
18. Economic limit factor 90. Refunds . : ‘*;“ t#itor’s note. — Section 10, ch. 136, SLA  production during the month of July, 1977
15. [Repealed] 100. [Repealed] . T.g £ peavides, in subsection (b): “If a court  and succeedirnz months.” .
16. Gas production tax 110. Administration . n% g mepelen: Jurisdiction invalidates the Legislative comniittee report. — For
17. Relation to other taxes 120. Noncomplinnce 17w meentinl cents-per-barrel amounts set  report on ch. 136, SLA 1977 (HCSCSSB
18. Credit against tax 130. False report constitele josjus - oot n AE 48.55.011(c), then the 238), see 1977 House Journzl, p. 1248.

20. Payment of tax 135. Measurement ' "‘.f‘;g, w per-barrel amount under that section Am. Jur. reference. — 51 Am. Jar,,

30. Filing of statements 140. Definitions , R el be 20.80 per barrel for all crude oil.”  Taxation, §§ 438, 439, 1259,
40. Powers of Department of Revenue 150. Determinalion of groa wilis T
50. Incorrect returns s & 13.55.012. Adjustment in tax rates. (a) Before Jenuary 1 of each
' R 4 L pie, the department shall review the prices received for erude oil or gas
See. 43.55.010. Gross preduction tax. ; § prluced in Alaska, the value of that oil or gas, and the general level
Repealed by § 9 ch 136 SLA 1977. | + 2.5 djrices in Alaska and the nation, and submit a written report of this
, . e L 3%‘ wrew to the governor with the department's recommendations for
Editor’s note. — The repealed section Legislative committee oegumm 5 Hiv . :"tf'f" Haages i the amounts set out in §§ 11(c) and 16((:) of this chavter. The -

derived from § 2, ch.7, ESLA 1955;§ 1,ch.  reporton ch. 247, SLA 1878 ¢ 2. vd ag 2 7

110, SLA 1968: § 1, ch. 247, SLA 1970:85 1 am S), sce 1969 House Jowwsud f wit 42 %, j{g’ grernor shall, within 30 days of receiving the department’s report,

- b PR *bl % . . i
— 3, ch. 101, SLA 1972; § 49, ch. 53, SLA  report on ch, 101, SLA ¥¥"8-¢i%% ‘ig f'{; mit the proposed changes to the amounts in 5§ 11(c) and 16(c) of

1973, § 1, ch. 4, FSSLA 1973; § 2, ch. 15), HCSS‘B 168), see 14972 l!yﬂwﬂ#mt‘-j&”%\,' “,eﬁ s chapter to the legislature.
SLA 1975. 963. For reporl on ch. Ay, R1.& a3 8% . o o> B ; . .

Section 11, ch. 136, SLA 1977, provides:  382), see 1073 House Joursad gy "t w2 '8 8) The cents-per-barrel amount set out in § 11{c) of this chapter as
“This Act applies to production during the : i dwted by (a) of this section applies to oil of 27 degrees API gravity.
month of July, 977 and succeeding :& faeach dogree of API gravity less than 27 degrecs the cents-per-barrel
months. ~wag st shall be reduced by $.005 and for each degree of API gravity

Sec. 43.55.011. Oil production tax. (a) There is levied xgi: i .2 swater than 27 degrees the cents-per-barrel amount shall be increased
producer of oil a tax for all oil produced from each lfmc Gl A N #1005 except that oil above 40 degrees API gravity shall be taxed as
the state, less any oil the ownership or right to which i umvgﬂj!&“ff EIRN -4 é#&ree oil. In applying the gravity adjustment under this subsection,
taxation. The tax is equal to either the percentage-of-vahu s ..y hag Metional degrees of API gravity shall be disregarded. (§ 1 ch 136 SLA
calculated under (b) of this section or the cents-per lvm‘«f ﬁ:tﬁ:fj S

. . . or is eater, mulygiad 43 o ' .
calculated lfnd.er (c) of this sectan, ‘:"hmhe\ er.;s m’l ction ¢f ;5!«' A Manr's note. — Section 11, ch, 136, SLA  production durir s the month of July, 1977
the economic limit factor deferminzad for the ol produ & % e, % provides: “This Act applies to and succeeding months.”
or property under § 13 of this chapter. If the amounts caleslutnt bt R, /
this section are eqial, the amount calculated snle B . 7¢4% e, 13.55.013. Economic limit factor. (a) The cconomic limit factor
(b) and (c) of qual, o

"y f‘_\f"ﬁr;’;
rat
2]

t
i

this section shall be treated as if it were the greater for purgince of ’W el 3¢ crude oil production of a lease or property equals one minus the
section. T aad ¥ of the monthly production rate at the economic limit to the

(b) The percentage-of-value amount equals 12.25 per centof D 6“’95?‘,*;;' ) f?‘:’,:&"ﬂion during the month for which the tax is to be paid.
value at the point of production of taxable oil produced (v Bl o’ - 4 53 ¥ The czonomic limit factor for oil production of a lease or property
or property. : B . ar than old crude oil equals:

(c) The cents-per-barrel amount equals $0.60 (1{PEL/TP)) exp ([460 X WD}/PLL)

crude oil produced from the lease or property, h

all other taxable oil produced from the lease or projx#). the monthly production rate at (he economie limit;
adjusted by $ 12 of this chapter. TP = total production during the month for which the tax is
to be paid;

@ o
(d) When the cents-per-barrel amount calculated nm:f*:sz;i g‘*ﬁﬁg k.
section is greater than the percentage-of-value awount (€L 5 oy WL = the total number of well days in the month for which
the tax is to be paid; and

per barrel of el e
and 0.0 jey basast 1
fatil. 8

»
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(b) of this section, and payment by the state to the Alas T T

. of o v 110y fer [ : :
out of the state’s royalties on that oil is required under. A . ' R
sharing provisions ofy § 9 of the Alaska Native Claims 442 ;,";_ exp” indieates that the expression following it . .n exponent.
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(¢) The economic limit factor for gas production of a lease or Jemingy

equals one minus the ratio of the monthly production rate gy 54
economic limit to the production during the month for which b 2uy 4 *

to be paid. .

(d) The monthly production rate at the economic limit for & $esus ij; |

property is presumed to be 300 barrels times the number of s« dupy

for the lease or property during the month for which the tax is & $¢
paid. The taxpayer may rebut this presumption at a fermal by
under AS 43.05.240 by providing clear and convincing ovidetae aif - -

. éi‘g 3 The average monthly direct operating cost for gas production
property. The hearing shall be held before February 15 of the jese 56
within six months after commencement of oil production for & Souea vt
property. The monthly production rate at the economic limit for 1 fegar: -~
or property based upon the clear and convincing evidencs &f 3s -

different monthly production rate at the economic limit for tha Semsis 24

taxpayer shall be calculated by dividing the value determined endy i)
of this section into the average monthly direct operating cost detetnitadi

under (e) of this section and shall be used for purposes of thi setixy;
for all oil production during that calendar year from the June g

property. "
(e) The average monthly direct operating cost for oil profuses;

operations of the lease or property shall be dztermined based on & gl .
of not less than four consecutive months. The direct operatag smd,
include ounly royalty, production supplies, purchased fuel, suirifisn
maintenance, and wages and benefits of employces workirg am e .
production operations. Additional direct operating costs not listed ek -

section may be included only after their inclusion in a regulation nniwi
by the department. The direct operating costs do not include sgsie

expenditures, tangible or intangible drilling expenses, costs & s - .4

workovers, costs for replacement or repairs (other ths« guitise

maintenance), depreciation or amortization, taxes, instirnnce, ¢reefued.

money paid or set aside (or booked as being paid or set aside) to fins:

the cost of terminating the oil production operations of the lvaa 4. : -
property, or any other cost not directly related to the ofl jewsdimins

operations of the lease or property.

(f) For the purpose of calculating the economic limit, the vshu & f*-t’*
point of production of oil produced from the lease or propeety ity -

determined on the basis of the acquisition cost C.L.F. at Wes Lome. .
!'f‘!' m‘ ig‘ . :

refineries for imported oil of like quality, minus the FRRSONY &
transportation between the point of production of the ail frozz the v
or property and those West Coast refineries.

(g) Before February 15 of each year or within six meetld altie

commencement of production for a lease or property, the dejsrana®

shall notify the producer of gas of the monthly production fi¢ R .

3 B R st s 2 B A - - - - - - -
Y .

/% peamic limit for each lease or property in the state for that year. The

. euthiy production rate at the economic limit for a lease or property
443 be determined at a formal hearing under AS 48.05.240 and must
¢ stablished by clear and convincing evidence presented by the
'wsayer at that hearing. The monthly production rale at the economic
# for the lease or property based upon the clear and convincing
dknce of the taxpayer shall be calculated by dividing the value

yarmined urder (i) of this section into the average menthly direct
?‘%‘»yming cost determined under (h) of this section.

&
',

5,‘5 westions of the lease or property shall be determined based on a period
28 st loss than four consecutive months. The direct operating costs
#ide only royalty, production supplies, purchased fuel, routine
% wetenance, and wages and benefits of employees working on the
B s§ sdaction operations. Additional direct operating costs not listed in this
.+ «*sn may be included only after their inclusion in a regulation adopted
% de departinent. The direct operating costs do not include capital
',?433 weditures, tangible or intangible drilling expenses, costs of well
. Zadovers, costs for replacement or repairs (other than routine

4o

¥ watenance), depreciation or amortization, taxes, insurance, overhead,

,,*z:my paid or set aside {or booked as being paid or set aside) to cover

: % meost of terminating the pas p.roduction operations of the lease‘ or

e zﬂzgsﬂ',‘,-er}y, or any other cost not directly related to the gas production
i fraations of the lease or property.

48 1} For the purpose of caleulating the economic limit, the value at the
+ ¥ s of production of gas produced from the lease or property shall be
g wi #mined on the basis of the highest price paid for gas of like quality
“%af pressure in the same field.
# The department may aggregate two or more leases or properties
£ jertions of them), for purposes of determining economic limit factors
e this section and applying them to § 11 or § 16 of this chapter,
4 economically interdependent oil or gas production operations are
%% wnlined to a single lease or property. The department may also
4L a lease or property into two or more parts, for purposes of
8 ¥smining economic limit factors under this section and applying them
“& 4kt § 11 or § 16 of this chapter, when two or more economically
i '%Etﬂ‘ndent oi: or gas production operations are being conducted on it,
“;:'i‘»tq old crude oil is produced from the same lease or property as
‘Baie 9,

” A determination of the monthly production rate at the economic
"”%Uor a lease or property is retroactive to January | of the current
%. For production of a lease or property commeneing after J anuary
‘4 determination of the monthly production rate at the economic limit
* thal lease or property made within six months after the
- qutement of production is retroactive to the commencement of
“@ithction. (8 1 ch 136 SLA 1977)

145 e

v A NS TS E 8 H

-
e




Revenue and Taxation

e
Frd

S0 RN TR A

Ao
E

B R .
o bk v K. e

ol

e Bd ok B w4

e

e NS

o W matay

H e e
]

A R S B

1«

o

HEATHY SRR 4 oy b ety gt AAPNA I s PR
: y . * e

.
5 et s e

En
U L.
Py .. )

E

*
N f
POCTNREINE. -

L

Fwke T o

o

e il

-

St AL P 1 L L Y SRR

w e W
L TN R Y

e

S 2w
Oyt

[ PR
> B

et iR ot A g 2 .
p L AP, (P JFEI -GN %t 4 -k A
i

*

Agds HRYRAp Y
."“‘f“ ~:: L

Fasars Pl
T g ey

ENR o

oo

IR
Y

Pttt

“
Rl b .
(oo gl

W e . Ay B »
g aRar g R pana R M R b RRY g0 g a0 b g AT coMSe B it e e g T h e e a e i W Ak b R ek 7

- apn W f

pn

R ~ -
e e s e n Lk R LK

L e e
a0y BN a A
s Joon

-

(TSI TR PP PEIr SIS e SLINRS 1T SIe S SRR

wm
e, kiR 4

»
Py

ke R T | o i

g

Ry
) vl TRE bk e T E

Ees

T ELUT I Y STRTLTLONRN. Ty

Editor's note. — Section 10, ch. 136, SLA
1977, provides, in subsection (a): “If a court
of competent jurisdiction invalidates the
differential  economic  limit  factor
computation under AS 43.55.013(a) and (b),
the economic limit factor contained in (b) of

ihat section shall bie used for ccmgnnatyg
of the economic limit for all ail ™ .

Section 11, ch. 136, SLA 1971, reveisu
“This Act applies o production &g b
month of July, 1977 and iy
months.”

See. 43.55.015. Tax per barrel of oil.
Repealed by § 9 ch 136 SLA 1977.

Editor's note. — The repealed seclion
derived from § 4, ch. 101, SLA 1972; § 2,
ch. 4, FSSLA 1973.

Section 11, ch. 136, SLA 1977, provides:
“This Act applies to production during the

month of July, 1977 and eueeediy
months.” )
Legislative committce eeprut .« $a
report on ch. 101, SLA 18720008 5" 3
168), see 1972 House Journal, § ¥z

Sec. 43.55.016. Gas production tax. (a) There is levied uper $a
producer of gas a tax for all gas produced from each lease of - ey
in the state, less any gas the ownership or right to which is evert* e
taxation. The tax is equal to either the percentage-of-value & um:
calculated under (b) of this section or the cents-per-Mcf swim
calculated under (c) of this section, whichever is greater, multfief g
the economie limit factor determined for gas production of the itvsr @
property under § 13 of this chapter. If the amounts calculated pedes s
and {c) of this section are equal, the amount calculated unrer (Mi of 34
section shall be treated as if it were the greater for purprmes s sty
section. N

(b) The percentage-of-value amount equals 10 per cent ef the gian
value at the point of production of the taxable gas produced frute 4
lease or property. ,

(c) The cents-per-Mcf amount equals $.064 per thousand culr frat 5t
taxable gas produced from the lease or property as adjusted by b A
this chapter. (§ 1 ch 136 SLA 1977)

Editor's note. — Section 11, ch. 136, SLA  production during the m:-rﬂ\ of fup 425
1977, provides: “This Act applies to and succeeding monthe.”

Sec. 43.55.017. Relation te other taxes, (2) Except as provides o 4‘;’:
chapter and in ch. 58 of this title, the taxes imposed by this chagtat B2

in place of all taxes now imposed by the state or any of its mx:n't_::“"“im"“i—f
and neither the state nor a municipality may impose a tax v
(1) producing oil or gas leases;
(2) oil or gas produced or extracted in the state;
(3) the value of intangible drilling and exploration exjrnecs
(b) The taxes imposed by this chapter are in place of all tayes g
by a municipality upon oil or gas in placz2 or nonprot
leases or properties. ,
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(¢) The taxes imposed by this chapter are not in placc of th

% + pposed by ch. 57 of this title or income taxes, franchise taxes or

ran the retail sale of oil or gas products. (§ 1 ch 136 SLA 1977,

Fditor’s note. — Section 11, ch. 136, SLA  prodiction during the month of July
a3, provides: “This Act applies to  and succeeding months.”

Sec. 43.55.018. Credit against tax. (a) There shall be allowed
pedit against the taxes levied under this chapter for a lease or proj
24 carly development incentive credit accrued for that lease or pro;
irder AS 43.58.180. In no event may the credit allowed for a lea

4 smperty exceed 50 per cent of the taxes levied under this chapte

Aat lease or property.
i) The credit shall be allowed on a monthly basis. (§ 2 ch 159

5]

Fditor's note. — Section 8, ch. 159, SLA
% contains a severability clause.

&etion 9, ch. 159, SLA 1975, effective
dne 26, 1975, provides: “AS 43.58.030,
04180, and AS 43.55.018 are included in
tin \ct so as to avoid double taxation of
e s2me interest in oil and gas and as an
se~tive {or the early production of oil and
¢ discovered in the state. The legislature
ileieq that the inclusion of these sections

granting tax credits does notin any m
change the intent, validity or enforce:
of the basic ad valorem tax imposed |
Act. If the inclusion of these sc
results in a judicial decision that t
valcrem tax imposed by AS 43.28.( -
invalud, these sections shall be void &
no eifect whatsoever and the Act sh
read as if these sections had never
included.”

fec. 13.55.020. Payment of tax. (a) The gross production tax o

7% s shall be paid monthly. The tax is due on the 20th day of
. %@ alendar month on oil or gas produced from each lease.or prop
© . @ buring the preceding month. If the tax is not paid before the end of
N reath in which it becomes due, the tax becomes delinquent.

™ The gross production tax on oil or gas shall be paid by or on be

. 4% the producer.

&) Repealed byv§ T ch 101 SLA 1972, effective dnly 1, 1972.
) In making settlement with the royalty owner the producer :

dfuct the amount of the tax paid on rayalty oil or gas, or may de:
£43 TRIty oil or gas equivalent in value at Lhe time the tax becomes
g " the amount of the tax paid.
s ft) Gas produced in excess of that needed for safety purposes, ex
.k $4 used in the operation of a lease or property in drilling for
-4 Iducing oil or gas, or for repressuring, is considered, for the purg

o this chapter and in the amount used, a3 gas produced from a le

oo ?i’fﬂpﬁrty. Gas flared beyond the amount autharized for safety by
Jucirg < o ¢ &

ﬁ"rfrtment of Natural Resources uncder AS 31.05.170(11)(H)
midered as gas produced, except that it is subject to a penalty cq

3“‘?"3 tax computed under § 16 of this chapter as adjusted by § 12
. i chapter per thousand cubic feet of gas for the month in which -
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§ 43.55.140 ALASKA STATUTES

(A) a mineral interest, o .
(B) a leasehold interest, SR
(C) a working interest, royalty interest, overriding royrit :im@s;g,%
production payment, net profit interest or any other intercesd i, ¢ wny
concession, joint venture or other agreement for oil and gx¢ SRl
development or production, . N

(D) a working interest, royalty interest, overriding roysity gu_e.zu.;a

production payment, net profit interest or any other fxteswd #. .
agreement for unitization or pooling under the provisions ef wsv Watsk
(3) of the Internal Revenue Code of 1954 as defined on the effmsny fuge

of this paragraph;
(9) “ownership or right to which is exempt from taxathos” msasp s
ownership interest of the federal government or the stat. ‘
{10) Repealed by § 9 ch 136 SLA 1977.
(11) Repealed by § 9 ch 136 SLA 1977.
(12) “‘gross value at the point of production” :
(A} for oil, the value of the oil at the point where it i futmes s
measured (by automatic custody transfer meter, tank gavgs g ftips.

method approved by the commissioner) in a condition of pysine gttt
on the premises of the lease or property from which i i sarimas
nowever., if the oil iz not of pipeline quality when it je cemge v Sne -y

premises of the lease or property from which it is recovervd » § 1.
ofi recovered from a lease or property is not metered of s e f3
aatomatic custody transfer meter, tank gauge, or ¢ty #d'err

approved by the commissioner) on the premises of the lexta st grtgmiia
rom which it is recovered, then the gross value at fla oo, .
rroduction is the value of that oil at the off-premises loratan #S5ke bg -

oil is first nietered or measured (by automatic custody Untfnd subu

tank gauge, or other method approved by the commlaviuiss. ¥ 3 ..

BELE
R

cendition of pipeline quality;

(B) for gas recovered from or in association with oil, ths ¥uiss gt

4 g
. 5

gas at the point where it is accurately metered or matk R

separation from the oil; for gas run through a gas procegsing §ls w5 *

fy
.

gross value at the point of production is the full considerstung FAIAE
by the producer for the gas if sold in an arm’s length trasurnis® f &
the absence of 2n arm’s length transaction, is the sum f S w?e%f
the liquids extracted from the gas at the plant and the swhi iy

P o e d .
residue gas, less a reasonable allowance for processing the gk Ak

plant and for transporting the gas to the plant from the gaeiite® 93;“5

which the oil production operation is cenducted; and
(C) for gas not recovered from or in association ;ﬂt ;

the gas at the point where it is ar. urately melered or 1 L

value of the gas at the point of sale, it any, on the ‘prcrr.iwﬁjﬁ o BB

or property from whicli the gas is recovered, whichever ir.ﬁ?

value; for gas run through a gas processing plnni" the Lo

the point of production is the full consideration receizss

VR

W

LT ogE Ty
3

!ﬁﬂizh&% T ' | B y,;gg

R A T R o
8B o
o 8 Uy

%a £2.56.150
' 5044 gas if sold in an arm’s length transaction or, in the absence of
?é.%au-m‘n length transaction, is the sum of the value of the liquids

4k

"‘? wted from the gas at the plant and the value of the residue gas,
- 2% 45 peasonable allowance for processing the gas at the plant and for
% ;i wporting the gas to the plant from the point where it was accurately

Lo smeed or measured; |
“ i W “oil production operation” means the operation by which oil is

G

..+ swerwd from a lease or property and rendered into oil of pipeline
< gy, and iucludes any gathering done before the oil is finally
2 ueeedl into oil of pipeline quality;

”j‘ 10 "pipeline quality” means good and merchantabie condition;
.+ 0% i@ "well days” means the number of days in which a well 1s
it peviing during a month;

8 @ "old crude oil” means crude oil production classified as “old crude

REVENUE AND TAXATION . § 33.55.100

S % 210 CFR Chapter I Part 212-72 on May 1, 1977, and which is also
S 2 amded as “old erude oil” on the date of production. (§ 1 ch 7 ESLA

% sk am§ 17 ch 101 SLA 1972; am § 3 ch 4 FSSLA 1973; am § 4 ch
438114 1975; am 8§ 7, 9 ch 136 SLA 1977)
=8
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+ Bt of amendments. — The 1673 Section 11, ch. 136, SLA 1977, provides:
» ¢ sudnent added paragraphs (6) — (11). “This Act applies to production during the
% Y d¥i3 amendment rewrote paragraph  month of July, 1477 and suecceding
23 months.”

R % 1957 amendment  repealed Legislative committee report. — For
o Bceaipwks (10) and (11), which defined  report on ch. 101, SLA 1972 (FCCS HCSSB
~"‘3ﬁ saewd " and “production,” respectively, 168), see .5.2 House Journal, p. 863.

¢ TG el paragraphs (12) through (16).

" .« 4. oo’y nate. — Section 8, ch. 159, SLA

L5

=% Femniains a severability clause.

© i %1 1355150, Determination of gross value, (a) For the purposes

%2 chapter, the gross value shall be calculated using the reasonable
. 48 of transportation of the oil or gas. The reasonable costs of

e

Hgertation shall be the actial costs, except
" ¥ shen the parties to the transportation of oil or gas are affiliated;

; % when the contract for the transportation of oil or gas is not an
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L% dength transaction or is not representative of the market value
& FgE Vi transportation; :

“‘”I“ “"” : . . 3

2 fﬁ; $ aben the method of transportation of oil or gas is not reasonable
© o587 W of existing alternative methods of transportation.

XA B il the department finds that the conditions in () (1), (2), and (3)
A5G rection are preseni, the department shall determine the

*
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3 el e WBbd L able costs of transportation, using the fair market value of like

<
“

a:“’»‘ %‘%‘{ffation, the fair market value of equally efficient and available

;;j‘?ﬁ‘%“i‘ mcdes of transportation, or other reasonable methods.

o *gﬁwf‘ﬁaﬁon costs fixed by tariff rates properly on file with the
%4 Pincline Commission or other regulatory agencv shall be
yeted prima facie reasonable. (§ 6 ch 107 SLA 1976)
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