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IN THE HOUSE BY THE FREE CONFERENCE C O M M I T T E E

FREE CONFERENCE CS F O R  SENATE CS FOR CS FOR SS FOR HOUSE BILL NO. 297 

IN THE LE G I S L A T U R E  OF THE STATE OF ALASKA 

. NINTH L E G I S LATURE - FIRST SESSION 

A BILL

For an Act entitled: "An Act relating to the oil and gas reserves ad valorem

tax and its relationship to other oil and gas taxation; 

and pro v i d i n g  for an effective date."

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

s Section 1. AS 43 is amended by adding a new chapter to read:

CHAPTER 58. OIL AND GAS RESERVES AD V A L O R E M  TAX.

Sec. 43.58.010. AD V A L O R E M  TAX. (a) An annual tax is levied 

each tax year b e g i n n i n g  January 1, 1976, on the full and true value 

of taxable prop e r t y  under this chapter.

(b) The rate of levy for the tax year beg i n n i n g  January 1, 1976 

is 20 mills.

(c) The legislature shall annually determine by law the rate of 

the levy for the s u c c eeding year.

(d) The rate of levy may not exceed 20 mills.

Sec. 43.58.020. EXEMPTIONS. The following property that would 

otherwise be taxable property shall be exempt from taxation under this 

chapter:

(1) any property of the United States or the state;

(2) any property for the period of five years begi n n i n g  on

the date of the completion, suspension, or abandonment, whichever 

occurs first, of a discovery well in an oil or gas field or pool which 

in whole or in part underlies or comprises the lease or property;

(3) any property until any of the following occurs:

(A) the securing by the owner or operator of or by a
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person who has purchased or has the right to purchase all or any 

part of the production from a property, individually or with 

others, of permits, licenses, certificates or other approvals 

from federal and state agencies and rights-of-way, easements, 

leases or other rights in land which in the aggregate are r e a s o n­

ably necessary to commence construction of an initial transmission 

facility to transport oil or gas that may be produced from that 

property; or

(B) the commencement by the owner or operator of or by 

a person who has purchased or has the right to purchase all or any 

part of the production from a property, individually or with

others, of construction of an initial transmission facility to

transport oil or gas that may be produced from that property; or

(C) the determination by the department that a t r a n s­

mission facility exists that is capable of transporting oil or gas

that may be produced from that property;

(4) any property with respect to which on January 1 the 

commencement of construction of an initial transmission facility to 

transport oil or gas that may be produced from that property is en­

joined, either temporarily or permanently, by an order, judgment, 

decree, determination or award of a federal, state or local court or 

administrative or regulatory agency; however, the exemption stated in 

this p a ragraph operates only while the injunction is in effect and 

becomes inoperative if the department makes the determination stated 

in (3)(C) of this section.

Sec. 43.58.030. CREDIT AGAINST TAX. There shall be allowed, as 

a credit against the tax levied under this chapter for a lease or 

property, the amount of oil and gas properties production taxes paid 

under ch. 55 of this title for that lease or property for the 12 months 
3CS SCS CSSSHB 297 -2-
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P

Before the tax payment date un d e r  this chapter. The credit may not 1 

exceed'the amount of tax due under this chapter. For purposes of this ]; 

section, the credit shall be calculated without regard to the allowance] 

of any c r e d i t‘under AS 43.55.Ol8 against the taxes levied by ch. 55 of ; 

this title. ?;

Sec. # 3 .58.040. 'ASSESSMENT, (a) The department shall assess 

taxable prope r t y  under this chapter to the owner of it at its full and 

true value as of January 1 of each year. j

'(b) The full and true value of taxable property under this ’

chapter is the estimated price which the property would bring in an 

op’eh market and Under the then p r e v ailing market conditions in a sale -

between a w i l l i n g  seller and a willing buyer both conversant with the ;

property and w i t h  p r e vailing values. In determining this value, the ;

department shall consider all factors wh i c h  may be known by the j

department to affect the value of taxable property, including but not 

limited to the discounted present value of the expected future net 

income from the taxable property.

Sec. 43.58.050. A S S ESSMENT ROLL. The department shall prepare '

annually the assessment roll for taxation under this chapter. The 

roll shall contain:

(1) a d escription of all taxable property;

(2) the assessed value of all taxable property; and

(3) the names and addresses of persons owning or otherwise 

holding an interest in taxable property.

Sec. 43.58.060. A S S E SSMENT NOTICE. On or before April 15 of 

each year, the department shall send to every owner of taxable property 

named in the assessment roll a notice of assessment showing the 

assessed value of the property. The notice of assessment is effective 

on the date of its mailing.
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Sec, J4 3 " 5 8 . 0’70, APPEAL, (a) A p e r s o n  a g g r i e v e d  b y  the a c t i o n  of 

the d e p a r t m e n t  in m a k i n g  an assessment m a y  a p p e a l  that a c t i o n  an d  o b t a i n  

a hearing u p o n  its validity before the department by f i l i n g  w r i t t e n  

o b j e c t i o n s  to the a s s e s s m e n t  no t  l a t e r  t h a n  20 d a y s  a f t e r  the e f f e c t i v e  

date of the a s s e s s m e n t  notice,

(b) The p r o c e d u r e s  for c o n d u c t  of the h e a r i n g  a n d  p r e l i m i n a r y  

a c t i v i t i e s  to it shall be in a c c o r d a n c e  with AS 4 4 . 6 2 . 3 5 0 ,  44.62.430, 

4 4 , 6 2 , 4 5 0  - 4 4 . 6 2 . 4 6 0 , 4 4 . 6 2 , 4 8 0 ,  44, 6.2, 500 - 44. 62.550, 4 4 , 6 2 . 5 9 0 ,  

and 4 4 . 6 2 , 6 1 0  - 4 4 ,62,640. Th e  t e r m  "respondent." u s e d  in t h o s e  

s e c t i o n s  of AS 44,62 (Administrative Procedure A c t ) shall be considered, 

fo r  the p u r p o s e s  of this secti o n ,  to i n c l u d e  the p e r s o n  a g g r i e v e d  by 

a c t i o n  of the d e p a r t m e n t .  The d e p a r t m e n t  s h a ll  p r o v i d e  by r e g u l a t i o n  

for notices of hearing u n d e r  this section to i n t e r e s t e d  p e r s o n s .  At the 

hearing the appellant b e a r s the burden of proof. In the absence of this

i
p r o o f  the a s s e s s m e n t  is to be u p h e l d  by the  d e p a r t m e n t .  If the d e p a r t­

ment, after hearing, d e t e r m i n e s  that a correction of the a s s e s s m e n t  is 

w a r r a n t e d ,  t h e  d e p a r t m e n t  shall, c o r re c t  the a s s e s s m e n t  a n d  the a s s e s s­

me n t  roll,

(c) W i t h i n  30 d a y s  a f t e r  the d e c i s i o n  by the d e p a r t m e n t  f o l l o w i n g  

the hearing, a p e r s o n  a g g r i e v e d  by that d e c i s i o n  m a y  a p p e a l  to the 

s u p e r i o r  court. The s u p e r i o r  court s h a l l  grant p r i o r i t y  on its d o c k e t s  

for the a p p e a l s  o v e r  all c i v i l  cases t h e n  p e nding.

Sec. 4 3 .58,080, C E R T I F I C A T I O N .  On or b e f o r e  J u n e  15 of e a c h  y ear 

the d e p a r t m e n t  sh a l l  c e r t i f y  the f i n a l  a s s e s s m e n t  r o l l  and mail to the 

owner, operator or other p e r s o n  f i l i n g  a r e t u r n  an d  p a y i n g  tax on the 

t a x a b l e  p r o p e r t y  a s t a t e m e n t  of the amount of tax due.

Sec, 43.5 8 . 0 9 0.  S U P P L E M E N T A L  A S S E S S M E N T  ROLLS. The d e p a r t m e n t  

s hall i n c l u d e  p r o p e r t y  o m i t t e d  f r o m  the a s s e s s m e n t  r o l l  on a s u p p l e­

mental. r oll, u s i n g  the p r o c e d u r e s  set out in t h i s  c h a p t e r  fo r  the 

FCCS SCS C S S S H B  297 ~4~
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See. 4 3 ,5 8 ,1 0 0 . I N V E S T I G A T I O N ,  (a) The d e p a r t m e n t  m a y  m a k e  

a n  i n v e s t i g a t i o n  o f  p r o p e r t y  on  w h i c h  a r e t u r n  ha s  b e e n  f i l e d  or on 

p r o p e r t y  f o r  w h i c h  n o  r e t u r n  h a s  b e e n  fi l e d.  In e i t h e r  c a s e ,  the 

d e p a r t m e n t  s h a l l  m a k e  its o w n  v a l u a t i o n  o f  th e  t a x a b l e  p r o p e r t y ,  

w h i c h  is p r i m a  f a c i e  e v i d e n c e  o f  f u l l  a n d  t r u e  value,

(b) An e m p l o y e e  or a g e n t  o f  t h e  d e p a r t m e n t  m a y  e n t e r  an y  p r e m i s e s  

n e c e s s a r y  f o r  th ©  i n v e s t i g a t i o n  d u r i n g  r e a s o n a b l e  h o u r s  a n d  m a y  e x a m i n e  

p r o p e r t y  a n d  O t h e r  a p p r o p r i a t e  r e c o r d s .  T h e  o w n e r  o f  t a x a b l e  p r o p e r t y ,  

u p o n  r e q u e s t ,  s h a l l  f u r n i s h  t o  t h e  e m p l o y e e  or a g e n t  o f  t h e d e p a r t m e n t  

r e a s o n a b l e  a s s i s t a n c e  r e q u i r e d  f o r  t h e  i n v e s t i g a t i o n .  If an e m p l o y e e  

or  a g e n t  o f  t h e  d e p a r t m e n t  s e e k i n g  t o  e n t e r  a n y  p r e m i s e s  n e c e s s a r y  for 

an  i n v e s t i g a t i o n  u n d e r  t h i s  s e c t i o n  or to o b t a i n  r e a s o n a b l e  a s s i s t a n c e  

r e q u i r e d  f o r  a n  i n v e s t i g a t i o n  u n d e r  t h i s  s e c t i o n  is r e f u s e d  s u c h  e n t r y  

or a s s i s t a n c e ,  th e  s u p e r i o r  c o u r t  m ay ,  a f t e r  r e a s o n a b l e  n o t i c e  to and 

h e a r i n g  o f  t h e  o w n e r ,  o r d e r  th e  o w n e r  to a l l o w  th e  e n t r y  or to f u r n i s h  

th e  a s s i s t a n c e ,

(e ) F o r  t h e p u r p o s e  o f  t h e  i n v e s t i g a t i o n ,  the  ow n e r ,  o p e r a t o r  or 

O t h e r  p e r s o n  f i l i n g  a r e t u r n  a n d  p a y i n g  t h e  tax o n  the t a x a b l e  p r o p e r t y  | 

or hi s  r e p r e s e n t a t i v e  m a y  be r e q u i r e d  to p r e s e n t  h i m s e l f  f o r  e x a m i n a t i o n  

u n d e r  o a t h  by th e  d e p a r t m e n t .

See, 4 3 ,5 3 ,1 1 0 , R E T U R N S  A N D  P A Y M E N T  OF TAX, (a) A r e t u r n  of 

t a x a b l e  p r o p e r t y  s h a l l  be s u b m i t t e d  on or b e f o r e  F e b r u a r y  1 on the 

f o r m  p r e s c r i b e d  b y  t h e  d e p a r t m e n t  b a s e d  on p r o p e r t y  v a l u e s  e x i s t i n g  

on J a n u a r y  1 o f  e a c h  y ear, e x c e p t  as o t h e r w i s e  p r o v i d e d  i n  thi s  

c h a p t e r ,

(1) by a p e r s o n  w h o  is t h e  o w n e r  of th e  p r o p e r t y ,  or wh o  

c o n t r o l s  t h a t  p r o p e r t y  as a g e n t ,  or  on  a c c o u n t  of a n y  o t h e r  p e r s o n ;  j

(2), by a g u a r d i a n  or o t h e r  p e r s o n  w h o  h a s  c h a r g e  of t a x a b l e

o r i g i n a l  r oll.

- 5 -  F C C S  SC S  C S S S H B  297 j
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p r o p e r t y  b e l o n g i n g  to a m i n o r  or o t h e r  p e r so n ;

(3) by the t r u s t e e  of a t r u s t  e s t a t e  h o l d i n g  t a x a b l e  p r o p­

ert y  in t rust for t he  b e n e f i t  of a n o t h e r  p e r s o n ;

(4) by the e x e c u t o r  or a d m i n i s t r a t o r  of a d e c e a s e d  p e r s o n ' s  

e s t a t e  w h i c h  I n c l u d e s  t a x a b l e  p r o p e r t y ;

(5) by the r e c e i v e r  of a c o r p o r a t i o n  w h o  ha s  its a s s e t s  in

his h a n d s .

(b) The p e r s o n  r e q u i r e d  to su b m i t  th e  r e t u r n  s p e c i f i e d  u n d e r

(a) of t h i s  s e c t i o n  is p r i m a r i l y  l i a b l e  for- p a y m e n t  of th e  t a x  l e v i e d  

by t his c h a pter. T h e  p e r s o n s  or e s t a t e s  s p e c i f i e d  in (a)(2) - (5)

of t his s e c t i o n  in w h o s e  b e h a l f  the t a x  l e v i e d  by t h i s  c h a p t e r  is to 

be p a i d  are s e c o n d a r i l y  l i a b l e  fo r  p a y m e n t  of the tax. W i t h  the 

w r i t t e n  a p p r o v a l  of the d e p a r t m e n t s  a n  o p e r a t o r  or n o n o p e r a t o r  of the 

l ease or p r o p e r t y  m a y  submit r e t u r n s  or m a k e  p a y m e n t  of th e  t a x  l e v i e d  

u n d e r  t his c h a p t e r  on b e h a l f  of h i m s e l f  a n d  s u c h  o t h e r  p e r s o n s  as the 

d e p a r t m e n t  m a y  approve.

(c) The t a x  l e v i e d  u n d e r  t his c h a p t e r  is p a y a b l e  to the d e p a r t­

men t  on or b e f o r e  J u n e  30 of e a c h  y e a r  o r  in i n s t a l l m e n t s  at t h e  t i m e s  

an d  u n d e r  the c o n d i t i o n s  the d e p a r t m e n t  m a y  by r e g u l a t i o n  r e q u i r e .  This 

t a x  is p a y a b l e  on the due d a t e  set out in t h i s  s u b s e c t i o n  e v e n  t h o u g h  

th e  a s s e s s m e n t  is u n d e r  a p p e a l  or the v a l i d i t y ,  e n f o r c e a b i l i t y  or 

a p p l i c a t i o n  of t h i s  c h a p t e r  o r  an y  p r o v i s i o n  of thi s  c h a p t e r  is c h a l­

l e n g e d  b e f o r e  the d e p a r t m e n t  or in th e  courts.

(d) W i t h  the p r i o r  w r i t t e n  a p p r o v a l  of the d e p a r t m e n t ,  a p e r s o n  

s u b m i t t i n g  r e t u r n s  or m a k i n g  p a y m e n t s  as r e q u i r e d  u n d e r  t h i s  c h a p t e r  for 

m o r e  t h a n  one t a x a b l e  p r o p e r t y  m a y  r e g a r d  t h o s e  l e a s e s  or p r o p e r t i e s  

as a s i n g l e  t a x a b l e  p r o p e r t y  f o r  p u r p o s e s  of s u b m i t t i n g  t h o s e  r e p o r t s  oa 

m a k i n g  t h o s e  p a y m e n t s .

(e) A n y  p e r s o n  m a k i n g  p a y m e n t  of the ta x  l e v i e d  under- t h i s  c h a p t e  

P C C S  S C S  C S S S H B  - 6 -
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on b e h a l f  o f  o n e  or m o r e  o t h e r  p e r s o n s  o w n i n g  o r  o t h e r w i s e  h o l d i n g  an 

i n t e r e s t  in a t a x a b l e  p r o p e r t y  m a y  w i t h h o l d  a p r o p o r t i o n a t e  s h a r e  of the 

p a y m e n t  f r o m  any  p r o c e e d s  or o t h e r  b e n e f i t s  f r o m  the t a x a b l e  p r o p e r t y  

o w e d  to a n y  p e r s o n  o n  w h o s e  b e h a l f  t h e  p a y m e n t  is m ade. U n l e s s  o t h e r­

w i s e  s p e c i f i c a l l y  p r o v i d e d  by w r i t t e n  c o n t r a c t  or a g r e e m e n t , th e  p e r s o n  

so w i t h h o l d i n g  a p r o p o r t i o n a t e  s h a r e  of t h e  ta x  l e v i e d  u n d e r  t his 

c h a p t e r  i n c u r s  no l i a b i l i t y  to t h o s e  f r o m  w h o m  it is w i t h h e l d  b y  v i r t u e  

of h a v i n g  m a d e  the w i t h h o l d i n g .

(f) B y  w r i t t e n  n o t i c e  t h e  d e p a r t m e n t  m a y  r e q u i r e  a p e r s o n  f i l i n g  

a return, to s u b m i t  a d d i t i o n a l  i n f o r m a t i o n  to t h e  d e p a r t m e n t  no l a t e r  

t h a n  30 d a y s  a f t e r  t h e  no t i c e .

Sec. 4 3 . 5 8 . 1 2 0 .  C I V I L  P E N A L T Y .  F i v e  p e r  cent s h a l l  be a d d e d  to 

t h e  t a x  f o r  e a c h  3 0 - d a y  p e r i o d  or f r a c t i o n  o f  t h a t  p e r i o d  d u r i n g  w h i c h  

t h e  t a x p a y e r  f a i l s  to f i l e  a r e t u r n  or p a y  t h e  f u l l  a m o u n t  of the 

tax, or a p o r t i o n  or a d e f i c i e n c y  o f  the  t a x  d u e  a n d  p a y a b l e  as f i n a l l y  

d e t e r m i n e d  b y  the d e p a r t m e n t  a n d  r e q u i r e d  b y  t h i s  c h a p t e r ,  u n l e s s  it is 

s h o w n  tha t  th e  f a i l u r e  is d u e  to a r e a s o n a b l e  c a u s e  a n d  not to w i l f u l  

n e g l e c t .  T h e  p e n a l t y  m a y  not e x c e e d  25 p e r  cen t  in t h e  a g g r e g a t e .  The 

p e n a l t y  s h a l l  be c o l l e c t e d  at t h e  same t ime, in th e  same m a n n e r  an d  as a 

p a r t  of th e  o r i g i n a l  tax, but if the o r i g i n a l  t a x  is p a i d  b e f o r e  the 

n e g l e c t  is d i s c o v e r e d ,  t h e  p e n a l t y  s h a l l  be c o l l e c t e d  in th e  same m a n n e r  

as t h e  o r i g i n a l  tax. Th e  d e p a r t m e n t  s h a l l  d e s c r i b e  by r e g u l a t i o n  

c i r c u m s t a n c e s  w h i c h  c o n s t i t u t e  r e a s o n a b l e  c a u s e  for p u r p o s e s  of this 

s e c t i o n .

Sec. 4 3 .5 8 .i3 O. I N T E R E S T .  W h e n  t h e  t a x  l e v i e d  in t h i s  c h a p t e r  

b e c o m e s  d e l i n q u e n t  it b e a r s  i n t e r e s t  at th e  r a t e  of e i g h t  p e r  cent a 

year.

Sec. 4 3 .5 8 .1 4 0 . LIEN. Th e  tax, p e n a l t y  a n d  i n t e r e s t  p a y a b l e  under 

t h i s  c h a p t e r  a r e  f i r s t  a n d  p a r a m o u n t  l i en s  on th e  p r o p e r t y  s u b j e c t  to
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t a x  u n d e r  t h i s  chapter.

Sec. 4 3 .5 8 .i5 O. REMEDY. The r e m e d y  of d i s t r a i n t  of p r o p e r t y  set j 

out in AS 4 3 . 2 0 . 2 7 0  a p p l i e s  to the tax. p e n a l t y  a n d  i n t e r e s t  l e v i e d  by 

t h i s  chapter.

See. 4 3 . 5 8 . l 6 0.  R E G U L A T I O N S .  The d e p a r t m e n t  m a y  a d o p t  r e g u l a t i o n s  

in a c c o r d a n c e  w i t h  the A d m i n i s t r a t i v e  P r o c e d u r e  Act (AS 44.62) as appro-! 

p r i a t e  to a d m i n i s t e r  a n d  e n f o r c e  t h i s  ch a p t e r .

Sec. 4 3 . 5 8 . 1 7 0.  T E R M I N A T I O N  O P  TAX. Th e  t a x  i m p o s e d  b y  th i s

c h a p t e r  s h a l l  t e r m i n a t e  on D e c e m b e r  31. 1977. ]

1
Sec. 4 3 . 5 8 . 1 8 0 .  A C C R U A L  OP E A R L Y  D E V E L O P M E N T  I N C E N T I V E  CREDIT. I

I
(a) An e a r l y  d e v e l o p m e n t  i n c e n t i v e  c r e d i t ,  c a l c u l a t e d  i n  a c c o r d a n c e  j 

w i t h  t his s e ct i o n ,  s h a l l  be a p p l i e d  to t he  t a x  p a y a b l e  u n d e r  ch. 55 of 

this t i t l e  as p r o v i d e d  in AS 43.55 . 0 1 8 .  Th e  e a r l y  d e v e l o p m e n t  i n c e n t i v e  

c r e d i t  fo r  a l e a s e  or p r o p e r t y  is zero u n t i l  c h a n g e d  as p r o v i d e d  in th±| 

section. i

(b) The e a r l y  d e v e l o p m e n t  i n c e n t i v e  cr e d i t  for a l e a s e  or p r o p e r t j

s h a l l  be i n c r e a s e d  e a c h  c a l e n d a r  y e a r  by  th e  a m o u n t  of n e t  t a x  p a i d  |

1
u n d e r  t h i s  chapter.

(c) The e a r l y  d e v e l o p m e n t  i n c e n t i v e  c r e d i t  f o r  a l e a s e  or p r o p e r t y

s h a l l  be r e d u c e d  e a c h  m o n t h  b y  the a m o u n t  of t a x  c re d i t  a l l o w e d  in tha t

m o n t h  u n d e r  AS 4 3 . 5 5 . 0 1 8  for that lease o r  p r o p e r t y .

Sec. 4 3 . 5 8 . 1 9 0 .  D E F I N I T I O N S .  In t h i s  c h a p t e r :

(1) " d e p a r t m e n t "  m e a n s  th e  D e p a r t m e n t  o f  R e v e n u e ;

(2) " d i s c o v e r y  w e l l "  m e a n s  a w e l l  t h e  d i s c o v e r y  of w h i c h  is

th e  ba s i s ,  e i t h e r  o f  i t s e l f  or in c o n j u n c t i o n  w i t h  o t h e r  i n f o r m a t i o n ,  fo 

a d e t e r m i n a t i o n  by the d e p a r t m e n t  t h a t  a f i e l d  or p o o l ,  as t h e s e  t e r m s  j 

are d e f i n e d  in AS 3 1 . 0 5 . 1 7 0 ( 4 )  a n d  (9), e x i s t s  a n d  tha t at l east a 

p o r t i o n  of it ha s  b e e n  d e f i n e d  or d e t e r m i n e d  to be p r o d u c t i v e  of o i l  or 

gas in c o m m e r c i a l  q u a n t i t i e s  b y  a c t u a l  d r i l l i n g  o p e r a t i o n .  Th e  d e­
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p a r t m e n t ,  In d e t e r m i n i n g  w h e t h e r  a w e l l  is a d i s c o v e r y  well, s h a l l  first 

c o n s u l t  w i t h  th e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s ;

(3) " g a s” m e a n s  all  h y d r o c a r b o n  s u b s t a n c e s  not d e f i n e d  as oil 

in t h i s  c h a p t e r ;

(-4) " i n i t i a l  t r a n s m i s s i o n  f a c i l i t y "  m e a n s  th e  first m e a n s  or 

s y s t e m  for t r a n s p o r t i n g  oil  or gas t hat m a y  be p r o d u c e d  f r o m  a l e a s e or 

p r o p e r t y ,  e i t h e r  by i t s e l f  or as a pa r t  of or in c o n n e c t i o n  w i t h  any 

o t h e r  m e a n s  or s y s t e m  fo r  sal e  or us e  o f f  the l e a s e  or p r o p e r t y  i n c l u d­

ing, but not l i m i t e d  to, t r a n s m i s s i o n  p i p e l i n e s ,  c o m m o n  or p r i v a t e  

c a r r i e r s ,  t r u c k s  a nd  b a r g e s ,  a l t h o u g h  n ot  i n c l u d i n g  g a t h e r i n g  l ines and 

o t h e r  p e r s o n a l  p r o p e r t y  a n d  e q u i p m e n t  u t i l i z e d  b y  the o w n e r  or o p e r a t o r  

in d e v e l o p i n g  t h e  l e a s e  or p r o p e r t y ;

(5) " l e a s e  or p r o p e r t y "  m e a n s  a n y  r i g h t ,  t i t l e  or i n t e r e s t  in 

or the r i g h t  to p r o d u c e  o r  r e c o v e r  oil or gas I n c l u d i n g :

(A) a m i n e r a l  i n t e r e s t ,

(B) a l e a s e h o l d  i n t e r e s t ,

(C) a w o r k i n g  i n t e r e s t ,  r o y a l t y  i n t e r e s t ,  o v e r r i d i n g  

r o y a l t y  i n t e r e s t ,  p r o d u c t i o n  p a y m e n t ,  net p r o f i t  i n t e r e s t  or any 

o t h e r  i n t e r e s t  in a lea s e ,  c o n c e s s i o n ,  jo i n t  v e n t u r e  or o t h e r  

a g r e e m e n t  f o r  o i l  a n d  gas e x p l o r a t i o n ,  d e v e l o p m e n t  or p r o d u c t i o n ,

(D) a w o r k i n g  i n t e r e s t ,  r o y a l t y  i n t e r e s t ,  o v e r r i d i n g  

r o y a l t y  i n t e r e s t ,  p r o d u c t i o n  p a y m e n t ,  net p r o f i t  i n t e r e s t  or any 

o t h e r  i n t e r e s t  in a n  a g r e e m e n t  for u n i t i z a t i o n  or p o o l i n g  u n d e r  the 

p r o v i s i o n s  of sec. 6 1 4 ( b ) ( 3 )  of the I n t e r n a l  R e v e n u e  Cod e of 1954 

as d e f i n e d  on th e  e f f e c t i v e  d a t e  of t h i s  p a r a g r a p h ;

(6) "oil" m e a n s  c r u d e  p e t r o l e u m  a n d  o t h e r  h y d r o c a r b o n s  

r e g a r d l e s s  of g r a v i t y  w h i c h ,  w h e n  r e c o v e r e d ,  are r e c o v e r e d  at t h e  w e l l­

he a d  in l i q u i d  form, a n d  the l i q u i d  h y d r o c a r b o n s  k n o w n  as d i s t i l l a t e  or 

c o n d e n s a t e  t h a t  ar e  r e c o v e r e d  by s e p a r a t i o n  f r o m  gas o t h e r  t h a n  at a gas
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(7) " o p e r a t o r "  m e a n s  the p e r s o n  c o n d u c t i n g  th e  e x p l o r a t i o n , 

d e v e l o p m e n t  or p r o d u c t i o n  o p e r a t i o n  f o r  a l e a s e  or p r o p e r t y ;

(8 ) " p r o v e n  r e s e r v e s "  m e a n s  the v o l u m e s  of oi l  a n d  gas in a 

k n o w n  d e p o s i t  w h i c h  g e o l o g i c a l  an d e n g i n e e r i n g  i n f o r m a t i o n  i n d i c a t e  to 

be r e c o v e r a b l e  in the f u t u r e  u n d e r  p r e v a i l i n g  e c o n o m i c  c o n d i t i o n s  and 

t e c h n o l o g y ;

(9 ) " t a x a b l e  p r o p e r t y "  m e a n s  any l e a s e  or p r o p e r t y  h a v i n g  

p r o v e n  r e s e r v e s ;

(1 0 ) "net t a x  p a i d  u n d e r  t h i s  c h a p t e r "  m e a n s  the a m o u n t  of taxf 

p a y a b l e  u n d e r  sec. 10 of th i s  c ha p t e r ,  les s  th e  c re d i t  a l l o w e d  u n d e r  

sec. 30 of t h i s  c h a p t e r  w i t h o u t  r e g a r d  to i n t e r e s t  or p en a l t y .

Sec. 4 3 . 5 8 . 2 0 0 .  P A Y M E N T  TO A L A S K A  N A T I V E  FUND. W h e n  t h e  ta x  

l e v i e d  u n d e r  t hi s  c h a p t e r  is p a y a b l e  a n  a m o u n t  e q u i v a l e n t  to n o t  less 

t h a n  t w o  p e r  cent of the t a x  s h a l l  be p a i d  by th e  s tate f r o m  oil  a n d  ga 

r o y a l t i e s 5 b o n u s e s  a n d  r e n t a l s  into th e  A l a s k a  N a t i v e  F u n d  e s t a b l i s h e d  

by sec . 6 of t h e  A l a s k a  N a t i v e  o l a u n s  0 0 ui/xemen'c net ;r ,L. ya™2 0 3 ,
85 Stat. 6 8 8 , 43 U.S.C. l601 et seq.) u n t i l  a l l  p a y m e n t s  p a i d  i nto the j

fund e q u a l  $ 5 0 0 ,0 0 0 ,0 0 0 .

* Sec. 2. AS 4 3 . 5 5 . 0 1 0 ( b )  is a m e n d e d  to x’e a d :

(b ) E x c e p t  as p r o v i d e d  in this c h a p t e r  and, in ch. 58 of this

ti t l e ,  the [THE] t a x  i m p o s e d  by t his c h a p t e r  is In p l a c e  of al l  t a x e s

n o w  i m p o s e d  by th e  s t a t e  or an y  of its m u n i c i p a l i t i e s ,  a n d  n e i t h e r  the 

s t a t e n o r  a m u n i c i p a l i t y  m a y  i m p o s e  a t a x  u p o n

(1 ) [de l e t ed ]

(2 ) p r o d u c i n g  oil or gas leas es ;

(3) o i l  or gas p r o d u c e d  or e x t r a c t e d  in th e  state;

(4) [d e l e te d ]

(5) t h e  v a l u e  of i n t a n g i b l e  d r i l l i n g  a n d  e x p l o r a t i o n  expensesj.

F C C S  SC S  C S S S H B  297 -10™
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* Sec. 3- AS 4 3 . 5 5  is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  to read:

Sec. 4 3 . 5 5 . 0 1 8 .  C R E D I T  A G A I N S T  TAX. (a) T h e r e  s h a l l  be a l l o w e d  

as a c r e d i t  a g a i n s t  t h e  t a x e s  l e v i e d  u n d e r  t h i s  c h a p t e r  for a l e a s e or 

p r o p e r t y  t h e  e a r l y  d e v e l o p m e n t  i n c e n t i v e  c r e d i t  a c c r u e d  fo r  th a t  lease 

or p r o p e r t y  u n d e r  AS 4 3 . 5 8 . 1 8 0 .  In no e v e n t  m a y  th e  c r e d i t  a l l o w e d  for 

a l e a s e  or p r o p e r t y  e x c e e d  50 p e r  cent of t h e  t a x e s  l e v i e d  u n d e r  this 

c h a p t e r  fo r  t h a t  l e a s e  or p r o p e r t y .

(b) Th e c r e d i t  s h a l l  be a l l o w e d  o n  a m o n t h l y  basis.

* Sec. 4. AS 4 3 . 5 5 . 1 4 0 ( 8 )  is r e p e a l e d  a n d  r e - e n a c t e d  to read:

(8) " l e a s e  or p r o p e r t y "  m e a n s  a n y  r i g h t ,  t i t l e  or i n t e r e s t  

in or t he  r i g h t  to p r o d u c e  or r e c o v e r  o i l  or gas i n c l u d i n g :

(A) a m i n e r a l  interest,,

(B) a l e a s e h o l d  i n t e r e s t ,

(C) a w o r k i n g  i n t e r e s t ,  r o y a l t y  i n t e r e s t ,  o v e r r i d i n g  

r o y a l t y  i n t e r e s t ,  p r o d u c t i o n  p a y m e n t ,  n e t  p r o f i t  i n t e r e s t  or any 

o t h e r  i n t e r e s t  i n  a le a s e ,  c o n c e s s i o n ,  j o i n t  v e n t u r e  or o t h e r  agree-; 

m e h t  f o r  o i l  a n d  gas e x p l o r a t i o n ,  d e v e l o p m e n t  or p r o d u c t i o n ,

(D) a w o r k i n g  i n t e r e s t ,  r o y a l t y  i n t e r e s t ,  o v e r r i d i n g  

r o y a l t y  i n t e r e s t ,  p r o d u c t i o n  p a y m e n t ,  n e t  p r o f i t  i n t e r e s t  or any 

o t h e r  i n t e r e s t  in an a g r e e m e n t  fo r  u n i t i z a t i o n  or p o o l i n g  u n d e r  the 

p r o v i s i o n s  of sec. 6 1 4 ( b ) ( 3 )  of th e  I n t e r n a l  R e v e n u e  Co d e  of 1954 

as d e f i n e d  o n  t h e  e f f e c t i v e  d a t e  o f  t h i s  p a r a g r a p h ;

* Sec.- 5- Sec. 2 9 . 5 3 . 0 5 0 ( b )  is a m e n d e d  to read:

(b) No m u n i c i p a l i t y ,  or c o m b i n a t i o n  of m u n i c i p a l i t i e s  o c c u p y i n g  

t h e  sam e  g e o g r a p h i c a l  a rea, in w h o l e  or In p art, m a y  l e v y  t a x e s  (1) 

w h i c h  w i l l  r e s u l t  in t a x  r e v e n u e s  f r o m  al l  s o u r c e s  e x c e e d i n g  [ E I T H E R  (1)'. 

$ 1 , 0 0 0  a y e a r  for  e a c h  p e r s o n  r e s i d i n g  w i t h i n  t h e i r  b o u n d a r i e s  or (2) 

u p o n  v a l u e s  w h i c h ,  w h e n  c o m b i n e d  w i t h  th e  v a l u e  of p r o p e r t y  o t h e r w i s e  

t a x a b l e  by t h e  m u n i c i p a l i t y ,  e x c e e d  th e p r o d u c t  o f  225 p e r  cent of the
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a v e r a g e  p e r  c a p i t a  a s s e s s e d  f ull a n d  t rue v a l u e  o f  p r o p e r t y  in th e  state 

m u l t i p l i e d  by the n u m b e r  of r e s i d e n t s  o f  th e  t a x i n g  m u n i c i p a l i t y .  If 

t w o  or m o r e  m u n i c i p a l i t i e s  o c c u p y i n g  th e  sam e  g e o g r a p h i c a l  a r e a ,  in w h o l e  

or in part, a t t e m p t  to l e v y  a t a x  (1) th e  c o m b i n e d  lev y  of w h i c h  w o u l d  

r e s u l t  in t a x  r e v e n u e s  f r o m  al l  s o u r c e s  e x c e e d i n g  [ E I T H E R  (1)] $ 1 , 0 0 0  a 

y e a r  for e a c h  p e r s o n  r e s i d i n g  w i t h i n  t h e i r  b o u n d a r i e s  or (2) u p o n  v a l u e s  

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

th e  m u n i c i p a l i t y ,  e x c e e d  t he  p r o d u c t  of 225 p e r  c ent of th e  a v e r a g e  pe r  

c a p i t a  a s s e s s e d  f u l l  and  t r u e  v a l u e  of p r o p e r t y  in  t h e  state m u l t i p l i e d  

by the n u m b e r  of r e s i d e n t s  o f  the t a x i n g  m u n i c i p a l i t y ,  th e  c o m m i s s i o n e r  

of c o m m u n i t y  an d  r e g i o n a l  a f f a i r s  s ha l l  a p p o r t i o n  the l a w f u l  l e v y  and 

e q u i t a b l y  d i v i d e  t h e s e  r e v e n u e s  on the b a s i s  of n e e d ,  s e r v i c e s  p e r f o r m e d  

a n d  o t h e r  c o n s i d e r a t i o n s  i n  th e  p u b l i c  i n t e r es t .  F o r  th e p u r p o s e  of 

t h i s  s u b s e c t i o n ,  p o p u l a t i o n  s h a l l  be d e t e r m i n e d  b y  t h e  c o m m i s s i o n e r  of 

c o m m u n i t y  and r e g i o n a l  a f f a i r s  b a s e d  on th e  l a t e s t  s t a t i s t i c s  of the 

U n i t e d  S t a t e s  B u r e a u  of t h e  C e n s u s  or on o t h e r  r e l i a b l e  p o p u l a t i o n  data, j 

F o r  p u r p o s e s  of t h i s  s u b s e c t l o n_ t h e  a v e r a g e  p e r  c a p i t a  a s s e s s e d  ful l  

a n d  tru e  v a l u e  of p r o p e r t y  in t h e  s t a t e  s h a l l  be c a l c u l a t e d  w i t h o u t  

r e g a r d  to the a s s e s s e d  v a l u e  of t a x a b l e  p r o p e r t y  u n d e r  AS 43.58.

* Sec. 6, AS 2 9 . 5 3 . 0 4 5 ( c )  is a m e n d e d  to read:

(c) A m u n i c i p a l i t y  m a y  l e v y  and  c o l l e c t  a t a x  on t h e  f u l l  a n d 

t r u e  v a l u e  of tha t  p o r t i o n  of t a x a b l e  p r o p e r t y  t a x a b l e  u n d e r  AS 43.56 

as a s s e s s e d  by th e D e p a r t m e n t  of R e v e n u e  w h i c h  v a l u e , w h e n  c o m b i n e d  w i t h  

t h e  v a l u e  of p r o p e r t y  o t h e r w i s e  t a x a b l e  b y  t h e  m u n i c i p a l i t y , d o e s  not 

e x c e e d  the p r o d u c t  of 225 p e r  cent of the  a v e r a g e  p e r  c a p i t a  a s s e s s e d  

f ul l  an d  tru e  v a l u e  o f  p r o p e r t y  in the s tate m u l t i p l i e d  b y  th e  n u m b e r  

of r e s i d e n t s  of the t a x i n g  m u n i c i p a l i t y . F o r  p u r p o s e s  of t h i s  s u b­

s e c t i o n  th e a v e r a g e  p e r  c a p i t a  a s s e s s e d  f u l l  an d  t r u e  v a l u e  o f  p r o p e r t y  

in the s tate s h a l l  be c a l c u l a t e d  w i t h o u t  r e g a r d  to the a s s e s s e d  v a l u e  
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of t a x a b l e  p r o p e r t y  u n d e r  AS 43.58.

* Sec. 7- Sec. 4 3 . 5 6 . 0 1 0 ( c )  is a m e n d e d  t o  read:

(c) If t h e  t o t a l  v a l u e  of a s s e s s e d  p r o p e r t y  of a m u n i c i p a l i t y

t a x i n g  u n d e r  AS 2 9 . 5 3 . 0 4 5 ( c )  e x c e e d s  t he  p r o d u c t  of 225 p e r  cent of the 

a v e r a g e  p e r  c a p i t a  a s s e s s e d  f u l l  a n d  t r u e  v a l u e  of p r o p e r t y  in th e  state 

(to be d e t e r m i n e d  by t h e  d e p a r t m e n t  a n d  r e p o r t e d  t o  e a c h  m u n i c i p a l i t y  

by J a n u a r y  15 of e a c h  year) m u l t i p l i e d  b y  th e  n u m b e r  of r e s i d e n t s  of 

the t a x i n g  m u n i c i p a l i t y ,  the d e p a r t m e n t  s h a l l  d e s i g n a t e  t h e  p o r t i o n  of 

t h e  t a x  b a s e  a g a i n s t  w h i c h  t h e  l o c a l  t a x  m a y  be a p p l ie d .  F o r  p u r p o s e s  

of t h i s  s u b s e c t i o n  th e  a v e r a g e  p e r  c a p i t a  a s s e s s e d  f u l l  a n d  t r u e  v a l ue  

of p r o p e r t y  i n  th e  s t a t e  s h a l l  be c a l c u l a t e d  w i t h o u t  r e g a r d  to the 

a s s e s s e d  v a l u e  of t a x a b l e  p r o p e r t y  u n d e r  ch. 58 of t h i s  title.

* Sec. 8. E x c e p t  as p r o v i d e d  in t h i s  s e c t i o n ,  if a p r o v i s i o n  of thi s Act 

f o r  an y  r e a s o n  is i n v a l i d  or u n e n f o r c e a b l e ,  t h e  i n v a l i d i t y  or u n e n f o r c e a b i l­

ity of th a t  p r o v i s i o n  s h a l l  not a f f e c t  t h e  r e m a i n d e r  o f  t h i s  Act or any of 

th e  o t h e r  p r o v i s i o n s  o f  t h i s  Act. H o w e v e r ,  if AS 4 3 . 5 8 . 0 2 0 ( 2 ) ,  (3) or (4), 

or a n y  of t h o s e  p a r a g r a p h s ,  s h o u l d  be f o r  a n y  r e a s o n  h e l d  i n v a l i d  or u n e n­

fo r c e a b l e ,  th i s  A c t  s h a l l  be v o i d  in its e n t i r e t y  a n d  of no e f f e c t  w h a t s o e v e r .

* Sec. 9. AS 4 3 . 5 8 . 0 3 0 ,  4 3 . 5 8 . 1 8 0 ,  a n d  AS 4 3 . 5 5 . 0 1 8  are i n c l u d e d  in this 

A ct so as to a v o i d  d o u b l e  t a x a t i o n  of th e  same i n t e r e s t  in o i l  a n d  gas an d  as 

an i n c e n t i v e  for t h e  e a r l y  p r o d u c t i o n  of  oi l  a n d  gas d i s c o v e r e d  in th e  state. 

The l e g i s l a t u r e  b e l i e v e s  t h a t  the i n c l u s i o n  of t h e s e  s e c t i o n s  g r a n t i n g  tax 

c r e d i t s  d o e s  n ot  i n  a n y  m a n n e r  c h a n g e  t h e  i n t e n t ,  v a l i d i t y  or e n f o r c e a b i l i t y  

of t h e  b a s i c  ad v a l o r e m  t a x  I m p o s e d  by t h e  Act. If th e  i n c l u s i o n  of t h e s e  

s e c t i o n s  r e s u l t s  i n  a j u d i c i a l  d e c i s i o n  t h a t  th e  ad v a l o r e m  t a x  i m p o s e d  by

4S 4 3 . 5 8 . 0 1 0  is i n v a l i d ,  t h e s e  s e c t i o n s  s h a l l  be v o i d  a n d  of n o  e f f e c t  whatso- 

sver a n d  the Act s h a l l  be r e a d  as If t h e s e  s e c t i o n s  h a d  n e v e r  b e e n  inc l u d e d,  j

* Sec. 10. T h i s  Act t a k e s  e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS 01.10.- 

370(c).
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