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I n t r o d u c e d :  2 / 1 7 / 7 6
R e f e r r e d :  R e s o u r c e s  a n d F i n a n c e

T H E  H O U S

BY C O W P E R , B R A D L E Y , B R O W N , D U N C A N ,  I 
G A R D I N E R ,G R U E N I N G ,K E L L E Y ,M C K I N N O N  
M A L O N E  , M I L L E R , N A U G H T O N , PARKER., 

P A R R  AN D  S W A N S O N

H O U S E  B I L L  NO. 803

IN T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  A L A S K A  

N I N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N  

A B I L L

- a n  Ac t  e n t i t l e d :  "A n  Ac t  p r o v i d i n g  fo r  an oi l  p r o d u c t i o n  i n c o m e  tax; and

p r o v i d i n g  fo r  an e f f e c t i v e  da t e . "

IT E N A C T E D  B Y  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  ALASKA:

* S e c t i o n  1. A S  43 is a m e n d e d  by a d d i n g  a n e w  c h a p t e r  to read:

C H A P T E R  59. O I L  P R O D U C T I O N  I N C O M E  TAX.

Sec. 4 3 . 5 9 - 0 1 0 .  T A X  I M P O S E D . T h e r e  is i m p o s e d  fo r e a c h  t a x a b l e  

y e a r  u p o n  a n  o i l  p r o d u c e r  d e r i v i n g  i n c o m e  f r o m  oi l  p r o d u c t i o n  in the 

s t a t e  a t a x  c o n s i s t i n g  of a n o r m a l  ta x  e q u a l  to 10 p e r  cent of the  amount

c o m p u t e d  u n d e r  sec. 20 of t h i s  c h a p t e r  a n d  a s u r t a x  e q u a l  to 40 p e r  cent
/'

of th e  a m o u n t  c o m p u t e d  u n d e r  sec. 30 of t h i s  chapt e r .

Sec. 4 3 . 5 9 . 0 2 0 .  C O M P U T A T I O N  OF N O R M A L  T A X  BASE. N o r m a l  t a x  u n d e r  

t h i s  c h a p t e r  is i m p o s e d  on t h a t  p o r t i o n  of th e v a l u e  of the o i l  at the 

p o i n t  of f i r s t  s al e  or its v a l u e  at t h e  r e f i n e r y ,  w h i c h e v e r  is less, 

w h i c h  e x c e e d s  th e  s u m  of t h e  f o l l o w i n g  a l l o w a b l e  c o s t s  by an a m o u n t  not 

g r e a t e r  t h a n  25 p e r  cent:

(1) e x p l o r a t i o n  costs, i n c l u d i n g  b o n u s  p a y m e n t s ,  as c o m p u t e d  

u n d e r  sec. 40 of t h i s  c h a p t e r ;

(2) f i e l d  d e v e l o p m e n t  c osts a n d  p r o d u c t i o n  c o s t s as c o m p u t e d  

u n d e r  sec. 50 of t h i s  c h a p t e r ;

(3) cos t  of t r a n s p o r t  of the oi l  f r o m  th e  f i e l d  in w h i c h  it 

w a s  p r o d u c e d  to t h e  r e f i n e r y  or th e  p o i n t  of f i r s t  sale, w h i c h e v e r  is 

l e s s ;

(3) s e v e r a n c e  t a x e s  i m p o s e d  u n d e r  chs. 55 a n d  57 of t h i s  title

(4) g e n e r a l  a d m i n i s  cunt e q u a l  to 25
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cents pe r barrel.

Sec. 43.59 .0 3 0 .  C O M P U T A T I O N  OF S U R T A X  BASE. S u r t a x  u n d e r  t his 

c h a p t e r  Is I m p o s e d  on the a m o u n t  by w h i c h  t h e  v a l u e  of the oil at the 

p o i n t  of f i r s t  s a l e , or the r e f i n e r y  to w h i c h  it is d e l i v e r e d ,  w h i c h­

eve r  is less, e x c e e d s  125 p e r  cent of the a l l o w a b l e  c osts set out in 

sec. 20(a) - (e) of thi s  chapt e r .

Sec. 43-59 . 0 4 0.  E X P L O R A T I O N  C O S T  D E D U C T I O N S .  (a) E x p l o r a t i o n  

c osts s h a l l be l i m i t e d  to: jj

(1) costs a t t r i b u t a b l e  to oi l  of g e o p h y s i c a l  an d  g e o l o g i c a l  

i n v e s t i g a t i o n s  for t h e  p u r p o s e  of f i n d i n g  oi l a n d  gas, p r o v i d i n g  t h e  I 

i n v e s t i g a t i o n s  are c a r r i e d  out on l and s u b j e c t  to t his t a x  at the t i m e  [ 

of the i n v e s t i g a t i o n ;

(2) costs a t t r i b u t a b l e  to oi l  of a c q u i r i n g  i n t e r e s t s  in oil 

and gas on l a n d s  s u b j e c t  to t h i s  tax;

(3) costs a t t r i b u t a b l e  to oil o f  e x p l o r a t i o n  a n d  e x p l o r a t o r y  

d r i l l i n g  for oil and gas o n  l an d s  s u b j e c t  to thi s tax.

(b) No  costs p a i d  f o r  s e r v i c e s  or any p o r t i o n  of s e r v i c e s  u s e d  or 

p r o v i d e d  o u t s i d e  A l a s k a ,  s a l a r i e s  or w a g e s  not s u b j e c t  to the w i t h h o l d i n  

of s t a t e i n c o m e  tax u n d e r  AS 4 3 . 2 0 . 1 7 0 ,  or p a y m e n t s  for m a t e r i a l s  or 

s u p p l i e s  not c o n s u m e d  or p h y s i c a l l y  l o c a t e d  in A l a s k a  m a y  be d e d u c t e d  as 

an e x p l o r a t i o n  cost.

(c) No costs i n c u r r e d  b e f o r e  th e  e f f e c t i v e  dat e  of thi s  Act m a y  be 

d e d u c t e d  as an e x p l o r a t i o n  cost.

(d) No m o r e  t h a n  20 p e r  cent of the e x p l o r a t i o n  c o s t s  i n c u r r e d  in 

a n y  y e a r  m a y  be d e d u c t i b l e  in that year, or in any s u c c e e d i n g  year1.

(e) E x p l o r a t i o n  c o s t s  m a y  be c a r r i e d  f o r w a r d  for p u r p o s e s  of c o m­

p u t i n g  d e d u c t i o n s  a m a x i m u m  of 10 years.

(f) Th e  p e r c e n t a g e  of e x p l o r a t i o n  c o s t s  a l l o c a b l e  to oil s h a l l  be 

e q u a l  to th e p e r c e n t a g e  of  the t o t a l  w e l l h e a d  v a l u e  of oil and  gas

HB 803 " 2“
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p r o d u c t i o n  a c c o u n t e d  f o r  by oi l  i n  th e  y e a r  p r e c e e d i n g  t h a t  in w h i c h  the 

e x p l o r a t i o n  c o s t s  a r e  i n c u r r e d .

Sec. 4 3 . 5 9 . 0 5 0 .  F I E L D  D E V E L O P M E N T  A N D  P R O D U C T I O N  C O S T  D E D U C T I O N S ,

(a) F i e l d  d e v e l o p m e n t  a n d  p r o d u c t i o n  c o s t s  a re  d e d u c t i b l e  o n l y  in 

c o m p u t i n g  t h e  t a x  d u e  o n  oil p r o d u c e d  f r o m  th e  f i e l d  in w h i c h  t he y  w e r e  

i n c u r r e d .

(b) F i e l d  d e v e l o p m e n t  a n d  p r o d u c t i o n  cost d e d u c t i o n s  ar e  l i m i t e d  

to t h e  c o s t s  o f  g o o d s  a n d  s e r v i c e s  u s e d  a n d  u s e f u l  in A l a s k a  in the 

d e v e l o p m e n t  o r  p r o d u c t i o n  of t h e  fi e l d ;  no d e d u c t i o n  fo r a d m i n i s t r a t i v e ,  

e n g i n e e r i n g  o r  d e s i g n  c os t s  i n c u r r e d  o u t s i d e  A l a s k a  m a y  b e  a l l o w e d.

(c) P r o d u c t i o n  c o s t s  ar e  l i m i t e d  to t h o s e  c o s t s  w h i c h  w o u l d  not be 

i n c u r r e d  if p r o d u c t i o n  w e r e  to cea s e ,  a n d  ar e  d e d u c t i b l e  o n l y  a g a i n s t  

i n c o m e  f r o m  o i l  p r o d u c e d  in t h e y e a r  i n  w h i c h  the c o s t s  w e r e  i n c u r r e d .

(d) D e v e l o p m e n t  c o s t s  s h a l l  be d e d u c t e d  o v e r  the lif e  of the 

f i e l d  or th e  u s e f u l  l i f e  of t h e  f a c i l i t y  to w h i c h  t h e y  ar e  a t t r i b u t a b l e ,  

w h i c h e v e r  is less, i n  a c c o r d a n c e  w i t h  d e p r e c i a t i o n  s h c e d u l e s  a p p r o v e d  by 

t h e  d e p a r t m e n t .

(e) N o  d e v e l o p m e n t  co s t s  i n c u r r e d  b e f o r e  J a n u a r y  1, 1 9 7 0  are 

d e d u c t i b l e .

(f) I n t e r e s t  p a i d  o n  f u n d s  u s e d  d u r i n g  a n d  i n  the  c o n s t r u c t i o n  of 

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

s h a l l  b e  c a p i t a l i z e d  a n d  d e d u c t e d  o v e r  t h e  lif e  of the f i e l d  i n  a c c o r d­

an c e  w i t h  d e p r e c i a t i o n  s c h e d u l e s  a p p r o v e d  by  the d e p a r t m e n t .

(g) T h e  p e r c e n t a g e  of d e v e l o p m e n t  a n d  p r o d u c t i o n  cost  a l l o c a b l e  to 

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

a n d  ga s  p r o d u c e d  f r o m  t h e  f i e l d  a c c o u n t e d  for by oi l  in th e  y e a r  p r e­

c e e d i n g  that i n  w h i c h  th e d e d u c t i o n  is taken.

Sec. 4 3 . 5 9 . 0 6 0 .  R O Y A L T Y  OIL, T h e  t a x  i m p o s e d  by th i s  c h a p t e r  is 

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

-3- HB 803
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p r o p e r t y ,  less an y  p a r t  the o w n e r s h i p  or r i g h t  to w h i c h  Is e x e m p t  f r o m  

t a x a t io n .  In m a k i n g  s e t t l e m e n t  w i t h  a r o y a l t y  o w n e r  th e  p r o d u c e r  m a y  

d e d u c t  the a m o u n t  of the tax p a i d  on r o y a l t y  oil, or m a y  d e d u c t  r o y a l t y  

oil e q u i v a l e n t  in v a l u e ,  at the ti m e  the ta x  b e c o m e s  due, to the a m o u n t  

of tax  paid.

Sec. 43.5 9 . 0 7 0.  P A Y M E N T  OF TAX. (a) T h e  o i l  p r o d u c t i o n  i n c o m e  ta: 

s h a l l  be p a i d  a n n u a l l y .  The t a x is due o n  A p r i l  15 on o i l or gas r e­

mo v e d  or s old f r o m  e a c h  lease or p r o p e r t y  d u r i n g  t h e  12 m o n t h s  b e f o r e  

the p r e c e d i n g  J a n u a r y .

(b) E v e r y  p e r s o n  e n g a g e d  in p r o d u c i n g  oil an d  gas f r o m  p r o p e r t i e s  

s u b j e c t  to this t a x s h a l l  f ile a n n u a l l y  b y  F e b r u a r y  1 of e a c h  year, w i t h  

t h e  d e p a r t m e n t ,  a s t a t e m e n t  s h o w i n g  the v a l u e  of oil as s p e c i f i e d  in 

sec. 20 of this c h a p t e r  a n d  c l a i m e d  d e d u c t i o n s  fo r  e a c h  w e l l  or f i e l d  

owned, w o r k e d  or o p e r a t e d  by that p e r s o n  d u r i n g  th e  p r e v i o u s  year.

(c) The s t a t e m e n t  s h a l l  be on f o r m s  p r e s c r i b e d  b y  or a c c e p t a b l e  to 

the d e p a r t m e n t ,  u n d e r  oath, and s h a l l  in c l u d e ,  in a d d i t i o n  to o t h e r  

i n f o r m a t i o n  r e q u i r e d  by r e g u l a t i o n

(1) the n a m e  a n d  a d d r e s s  of the o p e r a t o r  of th e w e l l  or f i e l d  

t o g e t h e r  w i t h  a list in d u p l i c a t e  of th e  n a m e s  a n d  a d d r e s s e s  of any 

p e r s o n s  o w n i n g  or c l a i m i n g  a r o y a l t y  i n t e r e s t  in the p r o d u c t i o n  of the 

w e l l  or f i e l d  or th e  p r o c e e d s  f r o m  the sal e  of it, and the a m o u n t  p a i d

or d e l i v e r e d  in ki n d  as r o y a l t y  to e a c h  of t h e s e  p e r s o n s  d u r i n g  the

p e r i o d  c o v e r e d  by the s t a t e m e n t ;

(2) the d e s c r i p t i o n  a n d  l o c a t i o n  of t h e  w e l l  or field;

(3) the n u m b e r  of c u b ic  feet of n a t u r a l  gas, b a r r e l s  of

p e t r o l e u m ,  or o t h e r  c r u de  or m i n e r a l  oil e x t r a c t e d  or p r o d u c e d  f r o m  the 

w e l l  or f i e l d  d u r i n g  the p e r i o d  c o v e r e d  by the s t a t e m e n t ;

(4) the v a l u e  of p r o d u c t i o n  at t h e  p o i n t  of f i r s t  s ale or 

at t h e  r e f i n e r y ,  w h i c h e v e r  is g r e a t e r ;  a n d

HB 803 -4-



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

(5) th e c l a i m e d  d e d u c t i o n s  as a l l o w e d  u n d e r  sec. 20 of t his 

c h a p t e r  a n d  d e p a r t m e n t  r e g u l a t i o n s .

Sec. 4 3 . 5 9 , 0 8 0 .  V A L U E  M A Y  BE  D E T E R M I N E D  B Y  D E P A R T M E N T .  Th e  d e p a r t­

m e n t  m a y  d e t e r m i n e  the v a l u e  of th e  oi l  at the p o i n t  of f i r s t  sal e  or 

at the r e f i n e r y  w h e n

(1) t h e  s e l l e r  an d  p u r c h a s e r  a r e  a f f i l i a t e d  p e r s o n s ;

(2) th e  s a l e  a n d  p u r c h a s e  of the p r o d u c t i o n  is no t  an a rm's 

l e n g t h  t r a n s a c t i o n  or is pot r e p r e s e n t a t i v e  of c o m p e t i t i v e  m a r k e t  

v a l u e;  or

(3) t h e r e  is no f ree m a r k e t  at th e  r e f i n e r y  for o i l of 

s i m i l a r  k i n d  a n d  q u a l i t y .

Sec. 4 3 . 5 9 . 0 9 0 .  A D M I N I S T R A T I O N  OF TAX. The t a x  i m p o s e d  u n d e r  this 

c h a p t e r  s h a l l  he a d m i n i s t e r e d  in th e  m a n n e r  p r o v i d e d  in AS 4 3.5 5.0 4 0, 

4 3 - 5 5 . 0 5 0 ,  4 3 . 5 5 . 0 7 0 ,  4 3 . 5 5 . 0 9 0 ,  a n d  4 3 . 5 5 . 1 1 0 .

Sec. 4 3 . 5 9 . 1 0 0 .  N O N P A Y M E N T  OF TAX. T h e  p r o v i s i o n s  for c i vi l  

p e n a l t y ,  i n t e r e s t  a n d  r e m e d y  e s t a b l i s h e d  i n  A S  4 3 . 5 8 . 1 2 0 ,  4 3 . 5 8 . 1 3 0 ,  and 

4 3 . 5 8 . 1 5 0  a p p l y  to t h i s  chapter.

Sec. 4 3 .5 9 .llO, R E G U L A T I O N S .  T h e  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  A c t  (AS 44.62) as a p p r o­

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  c h apter.

Sec. 4 3 . 5 9 . 1 2 0 .  D E P O S I T  OF R E V E N U E .  (a) T h e  d e p a r t m e n t  s h a l l  

d e p o s i t  t h e  m o n e y  c o l l e c t e d  u n d e r  t h i s  c h a p t e r  in the g e n e r a l  fund.

(b) S i x t y  p e r  cent of the m o n e y  d e p o s i t e d  in the g e n e r a l  f u n d  u n d e r  

t h i s  c h a p t e r  s h a l l  be p l a c e d  in a s p e c i a l  " p e r m a n e n t  f u n d  a c c o u n t "  in 

t he g e n e r a l  fund.

Sec. 4 3 . 5 9 . 1 3 0 .  P R I V A T E  L A N D  I N C E N T I V E  E X E M P T I O N .  O i l  p r o d u c e d  

f r o m  n o n g o v e r n m e n t a l l y  o w n e d  m i n e r a l  fee i n t e r e s t s  is e x e m p t  f r o m  the 

p a y m e n t  o f  t a x e s  u n d e r  t his chapter.

Sec. 4 3 - 5 9 . 1 4 0 .  P A Y M E N T  T O  A L A S K A  N A T I V E  FUND. W h e n  t h e  tax

_ 5 r H B  803
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l e v i e d  u n d e r  thi 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 not less 

t h a n  two p e r  cent of the tax s h a l l  be p a i d  by th e  s t a t e  f r o m  oi l an d 

gas r o y a l t i e s ,  b o n u s e s  and  r e n t a l s  i n t o  t h e  A l a s k a  N a t i v e  F u n d  e s t a b -  j

l i s h e d  by sec, 6 of the A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  Act (P.L. 9 2-  J
3

203, 85 Stat. 688, 43 U.S.C. 1 6 0 1  et seq.) u n t i l  a l l  p a y m e n t s  p a i d  S

i nto the f u n d  e q u a l  $ 5 0 0 , 0 0 0 , 0 0 0 ,  j

|
Sec. 4 3. 5 9 . 1 5 0 .  D E F I N I T I O N S .  In this c h a p t e r  " d e p a r t m e n t "  m e a n s  

the D e p a r t m e n t  of R e v enue.

* Sec. 2. Thi s Ac t t a k e s  e f fe c t  J a n u a r y  1, 1977.
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