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I n t r o d u c e d :  4/ 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

B Y  C O W P E R  , B R A D L E Y ,B R O W N ,D U N C A N , 
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 , P A R K E R ,

IN  T H E  H O U S E  P A R R  A N D  S W A N S O N

2d S P O N S O R  S U B S T I T U T E  F O R  H O U S E  B I L L  NO. 803

I N  T H E  L E G I S L A T U R E  OF T H E  S T A T E  OF 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

F o r  a n  Act e n t i t l e d :  "A n  Act p r o v i d i n g  for a n  oi l  p r o d u c t i o n  i n c o m e  tax; an d

p r o v i d i n g  for a n  e f f e c t i v e  d a t e . "

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  OF TH E  S T A T E  OF ALAS K A :

* S e c t i o n  1. AS 43 is a m e n d e d  b y  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 MP O S E D .  T h e r e  is i m p o s e d  for e a c h  t a x a b l e

y e a r  u p o n  a n  oi 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  oil p r o d u c t i o n  in the

s t a t e  a t a x  e q u a l  to 9.4 p e r  c ent o f  t h e  ne t  i n c o m e  c o m p u t e d  in a c c o r­

d a n c e  w i t h  sec. 20 of t h i s  c h a p te r .

Sec. 4 3 . 5 9 . 0 2 0 .  C O M P U T A T I O N  OF T A X  B ASE. The t a x  u n d e r  this

c h a p t e r  is i m p o s e d  o n  t hat p o r t i o n  o f  t he  v a l u e  of th e  oil at the point

of f i rs t  s a l 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  the 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  costs:

(1) e x p l o r a t i o n  c o s t s  a t t r i b u t a b l e  to oil, i n c l u d i n g  b o n us  

p a y m e n t s ,  as c o m p u t e d  u n d e r  sec. 30 o f  t h i s  c h ap t e r ;

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

c o s t s  tha t  a r e  a t t r i b u t a b l e  to oil, as c o m p u t e d  u n d e r  secs. 40 a n d  50 of 

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

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

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

t h e  b a s e  f or  the v a l u e  d e t e r m i n a t i o n  for  t h e  c o m p u t a t i o n  of the tax;

(4) p a y m e n t s  of the oi l  a n d  gas p r o p e r t i e s  p r o d u c t i o n  tax 

m a d e  a c c o r d i n g  to ch. 55 of thi s  t i t l e  d u r i n g  the t a x a b l e  y e a r,  a f t e r  

a l l o w a n c e  f o r  the c r e d i t  a c c r u e d  for th e  l e a s e  or p r o p e r t y  u n d e r
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AS 4 3 . 5 8 . 1 8 0 ;

(5) g e n e r a l  a d m i n i s t r a t i v e  c o s t s  o f  a n  a m o u n t  e q u a l  to 25 

c ents p e r  b a rr e l .

Sec. 4 3 .5 9 .O3 O. 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  

cost d e d u c t i o n s  s ha l l  be l i m i t e d  to

(1) the cost a t t r i b u t a b l e  to o i l  of g e o p h y s i c a l  a n d  g e o l o g i­

cal i n v e s t i g a t i o n s  i n c u r r e d  for th e  p u r p o s e  o f  f i n d i n g  oil a n d  ga s  in 

Alaska;

(2) tha t  p ar t  of the p a y m e n t s  for th e r i g h t  to e x t r a c t  o i l  

an d  gas in A l a s k a  t h a t  is a t t r i b u t a b l e  to oil;

(3) the cost a t t r i b u t a b l e  to oi l  of d r i l l i n g  for o i l  a n d  gas

i n  Alaska.

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

bu t a b l e  to oi l  s h a l l  be e q u a l  to the p e r c e n t a g e  a c c o u n t e d  f o r  by oi l  in 

the t o t a l  v a l u e  at the w e l l h e a d  o f  oil a n d  gas p r o d u c e d  in the s t a t e

d u r i n g  t h e  c a l e n d a r  y e a r  p r e c e d i n g  tha t i n  w h i c h  the cos t  is i n c u r r e d  or

the p a y m e n t  m a d e  , i.e.,

C 0 = C D+g  ' W V o / W V 0 + g , w h e r e

C Q = an oil p r o d u c e r’s d e d u c t i b l e  c o s ts  a n d  p a y m e n t s  a t t r i b u t a b l e  

to oil d u r i n g  a g i v e n  c a l e n d a r  y ear;

C 0 + g  = the t o t a l  c os t s  i n c u r r e d  a n d  p a y m e n t s  m a d e  by the t a x p a y e r

in that y e a r  in e x p l o r i n g  for o i l  a n d  gas In Alas k a ;

W V Q = the w e l l h e a d  v a l u e  of al l  oi l  p r o d u c e d  in the s t a t e  d u r i n g  j

the p r e c e d i n g  year;

W V 0 + g  = th e  w e l l h e a d  v a l u e  of al l  oi l  a n d  gas p r o d u c e d  in the s t a t e  

d u r i n g  th e  p r e c e d i n g  year.

(c) No c o s t s  p a i d  fo r s e r v i c e s  or a n y  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  no t  s u b j e c t  to t h e  w i t h h o l d­

in g  of  s t a t e  i n c o m e  t ax  u n d e r  AS 4 3 . 2 0 . 1 7 0 ,  o r  p a y m e n t s  for m a t e r i a l s  or
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s u p p l i e s  no t  p h y s i c a l l y  l o c a t e d  or c o n s u m 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.

(d) N o  c o s t s  i n c u r r e d  m o r e  t h a n  t h r e e  y e a r s  b e f o r e  the e f f e c t i v e  

d a t e  of t h i s  Act m a y  be d e d u c t e d  as a n  e x p l o r a t i o n  cost.

(e) N o  m o r e  t h a n  20 p e r  c e n t  o f  th e  e x p l o r a t i o n  c o st s  i n c u r r e d  in 

a n y  c a l e n d a r  y e a r  m a y  be d e d u c t i b l e  fo r tha t  c a l e n d a r  year, or for  any 

s u c c e e d i n g  c a l e n d a r  year.

(f) 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  f o r 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 ye a r s , a n d  m a y  b e  a l l o c a t e d  a m o n g  

f i e l d s  at t h e  e l e c t i o n  o f  the p r o d u c e r .

Sec. 4 3 . 5 9 . 0 4 0 .  F I E L D  D E V E L O P M E N T  C O S T  D E D U C T I O N S .  (a) F o r  the 

p u r p o s e  o f  c o m p u t i n g  d e v e l o p m e n t  c o s t  d e d u c t i o n s ,  al l f i e l d  d e v e l o p m e n t  

c o s t s s h a l l  be c a p i t a l i z e d  a n d  d e p r e c i a t e d  o v e r  th e  l ife of the f i e l d  

or t h e  u s e f u l  l i f e  o f  t h e  f a c i l i t y  to w h i c h  t h e y  are  a t t r i b u t a b l e ,  

w h i c h e v e r  is l ess, in a c c o r d a n c e  w i t h  r e g u l a t i o n s  p r o m u l g a t e d  b y  the 

d e p a r t m e n t .  E a c h  y e a r  t h e  d e p r e c i a t i o n  c h a r g e a b l e  to oi l  s h a l l  be 

d e t e r m i n e d  b y  m u l t i p l y i n g  th e t o t a l  d e p r e c i a t i o n  c h a r g e a b l e  to the 

f i e l d  for t h a t  y e a r  by t h e  f r a c t i o n  of t h e  v a l u e  o f  the f i e l d ' s  p r o d u c­

t i o n  a c c o u n t e d  f o r  b y  o i l  d u r i n g  t h a t  year.

(b) F i e l d  d e v e l o p m e n t  c o s t s  s h a l l  be l i m i t e d  to the c o s t s  of goods 

a n d  s e r v i c e s  u s e d  i n  A l a s k a  a n d  u s e f u l  i n  the p r o d u c t i o n  o f  the f i e l d 

o t h e r  t h a n  v a r i a b l e  p r o d u c t i o n  c o st s  as d e f i n e d  i n  sec. 50 o f  thi s  

c h a p t e 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 ,  or d e s i g n  c o s 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  n o t  be a l l o w e d  in c a l c u l a t i n g  the d e d u c t i o n s  or the d e p r e c i a­

t i o n  basis.

(c) No  d e v e l o p m e n t  cos t  i n c u r r e d  b e f o r e  J a n u a r y  1, 1 970 s h a l l  be 

i n c l u d e d  i n  c a l c u l a t i n g  a l l o w a b l e  d e d u c t i o n s ,  a n d  in the ca s e  o f  f a c i l i­

tie s  in o p e r a t i o n  b e f o r e  the e f f e c t i v e  d a t e  of t h i s  Act, t h e  c a r r y i n g  

f o r w a r d  o f  d e p r e c i a t i o n  a c c r u i n g  b e f o r e  th e  e f f e c t i v e  d a t e  o f  t h i s  Act
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(d) I n t e r e s t  not to e x c e e d  n ine p e r  cen t  p e r  a n n u m  on f u n d s  u s e d  

d u r i n g  a n d  in 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  i n  the 

p r o d u c t i o n  of a f i e l d  m a y  be c a p i t a l i z e d .

Sec. 43 - 5 9 . 0 5 0 .  V A R I A B L E  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) D e d u c­

ti b l e  p r o d u c t i o n  c o s ts  are  l i m i t e d  to t h o s e  c o s t s  a l l o c a b l e  to o i l  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  m a y  b e  c a r r i e d  

f o r w a r d  on l y  u n d e r  the c o n d i t i o n s  s p e c i f i e d  i n  sec. 70 o f  this c h a pter.

(b) P r o d u c t i o n  c o st s  a l l o c a b l e  to oil s h a l l  be d e t e r m i n e d  e a c h  I 

y e a r  b y  m u l t i p l y i n g  a g g r e g a t e  p r o d u c t i o n  c o s t s  i n  the f i e l d  for oil an d 

gas b y  the f r a c t i o n  o f  the v a l u e  of the f i e l d ' s  p r o d u c t i o n  a c c o u n t e d  for 

b y  oil.

Sec. 4 3. 5 9 . 0 6 0 .  T R A N S P O R T A T I O N  C O S T  D E D U C T I O N S .  W h e n  t h e  c o m m i s­

si o n e r  of r e v e n u e  d e t e r m i n e s  that t r a n s p o r t a t i o n  t a r i f f s  or c h a r g e s  m a y  ! 

no t  a c c u r a t e l y  r e p r e s e n t  the t r u e  c o s t s  a n d  t h a t  t r a n s p o r t a t i o n  c h a r g e s  J 

are b e i n g  p a i d  to a n  e n t i t y  a f f i l i a t e d  w i t h  a n  oi l  p r o d u c e r  t a x p a y e r s  

h e  may , a f t e r  p r o m u l g a t i o n  o f  r e g u l a t i o n s  g o v e r n i n g  t h e  d e t e r m i n a t i o n  by 

h i m  of the fa i r  t r a n s p o r t a t i o n  costs, a n d  p u b l i c  h e a r i n g s  m a k e  a d e t e r -  J 

m i n a t i o n  of the d e d u c t i b l e  t r a n s p o r t a t i o n  cost for th e  p u r p o s e s  of c o m­

p u t i n g  the t a x e s  du e  u n d e r  t h i s  c h a pter. No p r o d u c e r  a f f e c t e d  b y  t his 

d e t e r m i n a t i o n  s h al l  be a l l o w e d  t r a n s p o r t a t i o n  cost d e d u c t i o n s  in e xc e s s  

of t h e  a m o u n t s  d e t e r m i n e d  by the c o m m i s s i o n e r  to be fa i r  a n d  d e d u c t i b l e .

Sec. 4 3 . 5 9 . 07 0 .  LOS S  C A R R Y  F O R W A R 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  m a y  be c a r r i e d  f o r w a r d  on l y  to the e x t e n t  t hat t h e y  

e x c e e d  th e  t o t a l  v a l u e  of th e  o i l  at t h e  p o i n t  of v a l u e  d e t e r m i n a t i o n  

for t h i s  tax, less t r a n s p o r t a t i o n  c o s t s  f r o m  th e  field; t h e y  m a y  be 

c a r r i e d  b e y o n d  any s u c c e e d i n g  y e a r  onl y  if n o  t a x  w a s  du e  in t h a t  year.

Sec. 4 3 ,5 9 .0 8 0 . R O Y A L T Y  OIL. The ta x i m p o s e d  b y  t h i s  c h a p t e r  is 

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

2d S S H B  803 “il“
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e a c h  l e a s e  or p r o p e r t y ,  les s  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 i o 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  

t h 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  o f  the  t a x  p a i d  o n  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  o i l  e q u i v a l e n t  i n  v a l u e  to th e  a m o u n t  of ta x paid, 

at the t i m e  th e t a x  b e c o m e s  due.

Sec. 4 3 . 5 9 * 0 9 0 .  P A Y M E N T  O P  TAX. (a) The o i l  p r o d u c t i o n  i n c o m e  

t a x  s h a l l  b e  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  oil or gas 

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 p r o p e r t y  d u r i n g  the p r e c e d i n g  c a l e n­

d a r  year.

(b) E v e r y  p r o d u c e r  w h o s e  i n c o m e  is s u b j e c t  to t h e . t a x  i m p o s e d  by 

t h i s  c h a p t e r  s h a l l  f i l e  a n n u a l l y  b y  F e b r u a r y  1 of e a c h  y e a r ,  w i t h  the 

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  t h e  v a l u e  o f  oil  as s p e c i f i e d  in sec. 20 

of t h i s  c h a p t e r ,  a n d  s h a l l  u n d e r  t h e  p e n a l t y  of p e r j u r y  f u r n i s h  all the 

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

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

(c) The t a x  p a y a b l e  u n d e r  t h i s  c h a p t e r  s h a l l  be a l l o w e d  as a credit 

a g a i n s t  th e  t a x  d u e  u n d e r  ch. 20 o f  t h i s  title.

Sec. 4 3 * 5 9 . 1 0 0 .  V A L U E  M A Y  B E  D E T E R M I N E D  BY D E P A R T M E N T .  The d e­

p a r t m e n t  may ,  u n d e r  r e g u l a t i o n s  p r o m u l g a t e d  in a d v a n c e ,  d e t e r m i n e  the 

f a i r  m a r k e t  v a l u e  o f  the o i l  at the p o i n t  o f  f i rs t  sale or at the 

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

(1) th e  s e l l e r  a n d  p u r c h a s e r  a re  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 n o t  an a r m ' s  

l e n g t h  t r a n s a c t i o n  or is n o t  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  value; 

or

(3) t h e r e  is n o  c o m p e t i t i v e  m a r k e t  at the r e f i n e r y  for oil 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 .1 1 0 . A D M I N I S T R A T I O N  OF TAX. 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 . H O  a p p l y  w i t h  r e s p e c t  to t h i s  chapter.
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Sec. 4 3 . 5 9 . 1 2 0 .  N O N P A Y M E N T  OF TAX. The p r o v i s i o n s  fo r  c i v i 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  in AS 43.58.120., 43.58.130., 

a n d  4 3 . 5 8 . 1 5 0  a p p l y  to thi s  chapter.

Sec. 4 3 . 5 9 . 1 3 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 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 a pter.

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

d e p o s i t  the 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 th e  g e n e r a l  fund.

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

u n d e r  thi s  c h a p t e r  s h a l l  be p l a c e d  i n  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 the g e n e r a l  fund.

Sec. 4 3 . 5 9 . 1 5 0 .  P A Y M E N T  TO A L A S K A  N A T I V E  F UND. W h e n  the ta x  

l e y 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 n o t  les s  

t h a n  two p e r  cent of th e  t a x  s h a l l  be p a i d  b y  the s t a t e  f r o m  o i l  a n d  gas 

r o y a l t i e s ,  b o n u s e s  a n d  r e n t a l s  int o  the 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 the A l a s k a  N a t i v e  Cl ai m s  S e t t l e m e n t  A c t  (P.L. 92-2 0 3 ;  85 
Stat. 688; 43 U.S.C. 160 1  et seq.) u n t i l  al l  p a y m e n t s  m a d e  i n t o  th e f u n d 

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

Sec. 4 3 . 5 9 . l 6 0 .  D E F I N I T I O N S .  I n  thi s  c h a p t e r  " d e p a r t m e n t "  m e a n s  

t h e  D e p a r t m e n t  of R e v e n u e ,  a n d  oil a n d  g a s  a r e  as d e f i n e d  in AS 4 3 . 5 5 . -  

140.

* Sec. 2. T his Act t a k e s  e f f e c t  J a n u a r y  1, 1977.
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