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IN  T H E  H O U S E  BY  T H E  R E S O U R C E S  C O M M I T T E E

S E N A T E  CS FOR CS F O R  H O U S E  B I L L  NO. 322 (Resources)

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

T E 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

For  a n  A c t  e n t i t l e d :  "An A c t  e s t a b l i s h i n g  a n  oil a n d  gas c o r p o r a t e  i n c o m e

tax; a n 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  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  ALAS KA:

* S e c t i o n  1. L E G I S L A T I V E  F I N D I N G S  A N D  I N T E N T . T h e  l e g i s l a t u r e  f i n d s  and  

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

" U n i f o r m  D i v i s i o n  o f  I n c o m e  for  T a x  P u r p o s e s "  f o r m u l a  e m b o d i e d  i n  th e M u l t i­

s t a t e  T a x  C o m p a c t  (AS 43.19) a n d  AS  4 3 . 2 0 . 0 6 5  does n o t  f a i r l y  r e p r e s e n t  the 

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

e n g a g e d  i n  the p r o d u c t i o n  a n d  p i p e l i n e  t r a n s p o r t a t i o n  of c r u d e  oi l an d 

n a t u r a l  gas i n  A l a s k a .  T h e  l e g i s l a t u r e  t h e r e f o r e  i n t e n d s  t h a t , in a c c o r d a n c e  

w i t h  the p r o v i s i o n s  of a r t . 18 of t he M u l t i s t a t e  T a x  C o m p a c t  (AS 43.19), the 

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

p o r t a t i o n  of  oi l or n a t u r a l  gas in  or d i r e c t l y  a s s o c i a t e d  w i t h  this s t a t e  

s h a l l  be  a s s e s s e d  b y  the  t a x  a d m i n i s t r a t o r  u n d e r  this A c t . T h e  l e g i s l a t u r e  

f u r t h e r  i n t e n d s  t h a t  t h e  a s s e s s m e n t  of i n c o m e  t a x  a g a i n s t  a m u l t i s t a t e  c o r­

p o r a t i o n  e n g a g e d  i n  t h e  p r o d u c t i o n  or p i p e l i n e  t r a n s p o r t a t i o n  of oil or 

n a t u r a l  gas s h a l l  b e  c o m m e n s u r a t e  w i t h  the t a x  that w o u l d  b e  a s s e s s e d  a g a i n s t  

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

p o r a t i o n  w h i c h  ar e i n  or d i r e c t l y  a s s o c i a t e d  w i t h  this state.

* S e c . 2. AS 4 3 . 2 0 . Oil(e) is a m e n d e d  to read:

(e) 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  the e n t i r e  t a x a b l e

i n c o m e  of e v e r y  c o r p o r a t i o n  d e r i v e d  f r o m  s o u r c e s  w i t h i n  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  t a x  e q u a l  to 5. 4 p e r  cent o f  t a x a b l e  I n c o m e , an d

a s u r t a x  w h i c h  is e q u a l  to 4 . 0  p e r  cent  of t a x a b l e  i n c o m e . For p u r p o s e s
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of this c h a p t e r  the s u r t a x  e x e m p t i o n  for a t a x a b l e  y e a r  f o l l o w s  secs. 

1561 a n d  1 563 of the I n t e r n a l  R e v e n u e  C o d e . T h e  t ax  of a c o r p o r a t i o n  

e n g a g e d  in the p r o d u c t i o n  or t r a n s p o r t a t i o n  of c r u d e  oil  or n a t u r a l  gas 

s h a l l  be d e t e r m i n e d  a n d  p a i d  in  a c c o r d a n c e  w i t h  ch. 21 of  this title.

* S e c . 3. 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  21. O I L  A N D  GAS C O R P O R A T E  

I N C O M E  TAX.

S e c . 4 3 .2 1. 01 0. A P P L I C A T I O N .  T hi s  c h a p t e r  a p p l i e s  to e v e r y  c o r­

p o r a t i o n  d o i n g  b u s i n e s s  in the s t a t e  w h i c h  d e r i v e s  i n c o m e  f r o m  the 

p r o d u c t i o n  of oi l or gas f r o m  a  lease or p r o p e r t y  in or d i r e c t l y  a s s o­

ci a t e d  w i t h  the state, or f r o m  the p i p e l i n e  t r a n s p o r t a t i o n  of oil or gas 

i n  the state. T h e  t a x  c a l c u l a t e d  u n d e r  this c h a p t e r  is m e a s u r e d  b y  the 

t o t a l  t a x a b l e  i n c o m e  of the c o r p o r a t i o n  as d e f i n e d  in s e c s . 20 - 40 of 

t his c h a p t e r  a n d  is d e t e r m i n e d  at the r a t e s  e s t a b l i s h e d  u n d e r  AS 43.20.- 

011(e).

Sec. 4 3. 21. 02 0.  D E T E R M I N A T I O N  O F  T A X A B L E  I N C O M E  F R O M  O I L  A N D  GAS 

P R O D U C T I O N . (a) T h e  t a x a b l e  i n c o m e  of a  c o r p o r a t i o n  f r o m  t h e  p r o d u c­

t i o n  of oil  a n d  gas f r o m  a l eas e or p r o p e r t y  in the s t a t e  sh al l b e  the 

c o r p o r a t i o n ' s  net  i n c o m e  as c a l c u l a t e d  b y  the d e p a r t m e n t  in a c c o r d a n c e  

w i t h  this section.

(b) Gross i n c o m e  of a c o r p o r a t i o n  f r o m  oil and  gas p r o d u c t i o n  

s h a l l  b e  t h e  gross v a l u e  at the p o i n t  of p r o d u c t i o n  of o il  or g a s  p r o ­

du c e d  f r o m  a l ease or p r o p e r t y  in t he  s t a t e . T h e  d e p a r t m e n t  s h a l l  b y  

r e g u l a t i o n  d e t e r m i n e  a u n i f o r m  m e t h o d  of e s t a b l i s h i n g  t h e  gross v a l u e  at 

t he  p o i n t  of p r o d u c t i o n .  In m a k i n g  its d e t e r m i n a t i o n  t he  d e p a r t m e n t  m a y  

u s e  the a c t u a l  p r i c e s  or v a l u e s  r e c e i v e d  for the  oil or g a s , the p o s t e d  

p r i c e s  for the oil or gas in the sam e field, or the p r e v a i l i n g  p r i c e s  or 

v a l u e s  of oil or g a s  in the sam e field. In ad d i t i o n ,  i n  its d e t e r m i n a­

ti o n  of g ross v a l u e  at the p o i n t  of p r o d u c t i o n  of oil or gas p r o d u c e d  
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f r o m  a l ea se or p r o p e r t y ,  th e d e p a r t m e n t  s h a l l  d e t e r m i n e  t h e  r e a s o n a b l e  

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

t i o n  o f  t h e  o i l  or gas. T r a n s p o r t a t i o n  c o st s set b y  a t a r i f f  p r o p e r l y  

o n  f i l e  w i t h  the  A l a s k a  P i p e l i n e  C o m m i s s i o n  or o t h e r  r e g u l a t o r y  a g e n c y  

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

f i l e  w i t h  a r e g u l a t o r y  a g e n c y  is s u b s e q u e n t l y  a men d e d ,  c ha n g e d ,  or 

o v e r t u r n e d  r e t r o a c t i v e l y ,  t h e  r e a s o n a b l e  c o st s of t r a n s p o r t a t i o n  shall 

b e  r e c o m p u t e d  for t h a t  p e r i o d  u s i n g  the  n e w l y  d e t e r m i n e d  tariff.

(c) N e t  i n c o m e  f r o m  oil a n d  gas p r o d u c t i o n  s h a l l  b e  d e t e r m i n e d  by 

t h e  d e p a r t m e n t  b y  d e d u c t i n g  f r o m  g r os s i n c o m e  t he follo wi ng:

(1) r o y a l t i e s  p a i d  in k i n d  or in  value;

(2) taxes i m p o s e d  u n d e r  AS 4 3 . 5 5  a n d  AS 4 3. 57 w h i c h  are  

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

p r o p e r t y  i n  t h e  state;

(3) t ax es  i m p o s e d  u n d e r  AS 4 3 . 5 6  a n d  AS 2 9 .5 3 w h i c h  are  

a c t u a l l y  p a i d  b y  t he  c o r p o r a t i o n  o n  p r o p e r t y  u s e d  d i r e c t l y  i n  the p r o­

d u c t i o n  of oi l or gas f r o m  a l e a s e  or p r o p e r t y  in the state, i n c l u d i n g  

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

o i l  or gas f o r  p i p e l i n e  t r a n s p o r t a t i o n ,  b u t  o n l y  if t h ose  p r o p e r t y  tax 

p a y m e n t s  w e r e  due a n d  p a y a b l e  o n l y  a f t e r  t h e  da t e  of c o m m e r c i a l  p r o d u c­

t i o n  f r o m  the  lease or p r o p e r t y  w i t h  w h i c h  the  p r o p e r t y  w a s  a s s o c i a t e d ;

(4) the  d i r e c t  c osts i n c u r r e d  b y  or for the c o r p o r a t i o n  in 

o p e r a t i n g  th e l e as e or p r o p e r t y ,  i n c l u d i n g  th e d i r e c t  costs of p r o­

duc i n g ,  g a t h e r i n g ,  t r e a t i n g  or p r e p a r i n g  t h e  oil  or gas for  p i p e l i n e  

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

a n d  n o t  i n c l u d i n g  a n y  i n d i r e c t  co s t  or o v e r h e a d  ex pe ns e;

(5) d e p r e c i a t i o n  (using t he u n i t  of p r o d u c t i o n  m e t h o d  or s u c h  

o t h e r  r e a s o n a b l e  m e t h o d s  as th e d e p a r t m e n t  m a y  b y  r e g u l a t i o n  e s t a b l i s h )  

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

-3- SCS CSHB 322(Resources)
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p r e p a r a t i o n  of the oil or gas for p i p e l i n e  t r a n s p o r t a t i o n  i n c l u d i n g  

a m o r t i z a t i o n  of c a p i t a l i z e d  i n t e r e s t  for i n v e s t m e n t s  i n  this p r o p e r t y  at 

a ra t e  n o t  to e x c e e d  the a v e r a g e  cost of b o r r o w e d  c a p i t a l  to th e t a x­

p a y e r  d u r i n g  the y e a r  in w h i c h  it is c a p i t a l i z e d ;

(6) the  a m o r t i z a t i o n  of l ease a c q u i s i t i o n  p a y m e n t s  a n d  t axes 

p a i d  u n d e r  AS 4 3 . 5 6  a n d  A S  2 9.53 ( i n c l u d i n g  c a p i t a l i z e d  i n t e r e s t  o n

I
b o t h )  for or on  p r o d u c i n g  p r o p e r t i e s  b e f o r e  the c o m m e n c e m e n t  of com- I

m e r c i a l  p r o d u c t i o n  f r o m  the lease or p r o p e r t y  for w h i c h  the p r o p e r t y  is 

b e i n g  used;

(7) i n t e r e s t  e x p e n s e  not  c a p i t a l i z e d  of the c o r p o r a t i o n ,  to 

t h e  ex te n t  that it does not  e x c e e d  that p o r t i o n  of the t ot al i n t e r e s t  j

p a i d  by  th e c o n s o l i d a t e d  b u s i n e s s  of w h i c h  the  c o r p o r a t i o n  is a p a r t , J

d e t e r m i n e d  b y  m u I t i p l y i n g  the t ot al  i n t e r e s t  ( re du ced  b y  i n t e r c o m p a n y  

t r a n s a c t i o n s  w i t h i n  th e c o n s o l i d a t e d  b u s i n e s s )  b y  a f r a c t i o n ,  t h e  n u m e r - 

a t o r  of w h i c h  is the v a l u e  of the c o r p o r a t i o n 's real  a n d  t a n g i b l e  p e r -  j

s o n a l  p r o p e r t y  u s e d  d i r e c t l y  in the  p r o d u c t i o n  of oil or gas f r o m  a J

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

o f  all re a l  a n d  t a n g i b l e  p e r s o n a l  p r o p e r t y  of the c o n s o l i d a t e d  b u s i n e s s ;

(8) e x p e n s e s  i n c u r r e d  b y  the c o r p o r a t i o n  a f t e r  D e c e m b e r  31, 

19 7 7  of u n s u c c e s s f u l  e x p l o r a t i o n  of oil or gas in the s t a t e  i n c l u d i n g  I 

th e a c q u i s i t i o n  costs of a b a n d o n e d  p r o p e r t i e s , dry  h o l e  costs a n d  the 

c osts of g e o l o g i c  and  g e o p h y s i c a l  e x p l o r a t i o n  r e l a t e d  to t h o s e  a b a n d o n e d  

p r o p e r t i e s ;

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

t h e  c o r p o r a t i o n  a t t r i b u t a b l e  to the p r o d u c t i o n  of oil or gas f r o m  a 

l e a s e  or p r o p e r t y  in the s t a t e  to the e x t e n t  tha t it does n o t  e x c e e d  the 

le s s e r  o f :

(A) that p o r t i o n  of the t o t a l  g e n e r a l  o v e r h e a d  or a d m i n­

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

SCS C S H B  3 2 2 (Resou rc es)  -4-
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the  c o r p o r a t i o n  is a part, d e t e r m i n e d  b y  m u l t i p l y i n g  the t ota l 

g e n e r a l  o v e r h e a d  or a d m i n i s t r a t i v e  e x p e n s e  b y  a f r a ct io n, the 

n u m e r a t o r  of w h i c h  is th e v a l u e  of t h e  c o r p o r a t i o n ' s  r e a l  a n d  

t a n g i b l e  p e r s o n a l  p r o p e r t y  u s e d  d i r e c t l y  in th e p r o d u c t i o n  of oil 

or gas f r o m  a lease or p r o p e r t y  i n  t h e  s t a t e  a n d  th e d e n o m i n a t o r  of 

w h i c h  is t he  v a l u e  of all rea l  a n d  t a n g i b l e  p e r s o n a l  p r o p e r t y  of 

t h e  c o n s o l i d a t e d  b u s i n e s s ,  or

(B) th e s u m  of $ 0.1 2 for  e a c h  b a r r e l  of oil a n d  $ 0.02 

for e a c h  t h o u s a n d  c u b i c  fee t of gas 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  in t he  state.

(d) D e d u c t i o n s  f r o m  gross i n c o m e  u n d e r  this s e c t i o n  sh al l not 

i n c l u d e  e x p e n s e s  p r e v i o u s l y  d e d u c t e d  o n  a r e t u r n  f i l e d  u n d e r  AS 43.20.

(e) W h e r e  a c o r p o r a t i o n  s u b j e c t  to this  c h a p t e r  sha r e s  th e p r o­

d u c t i o n  or p r o c e e d s  of the p r o d u c t i o n  f r o m  a l ea se or p r o p e r t y  t h r o u g h  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 er es 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 er es t, j o 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 ,  

t h e  d e p a r t m e n t  s h a l l  a l l o c a t e  th e d e d u c t i o n s  f r o m  gr os s i n c o m e  b e t w e e n  

t h e  c o r p o r a t i o n  a n d  the p e r s o n s  w i t h  w h o m  it has  s u c h  a n  a g r e e m e n t  in 

a c c o r d a n c e  w i t h  the  t e r m s  of the  a g r e e m e n t .

Sec. 4 3 . 2 1 . 0 3 0 .  D E T E R M I N A T I O N  OF I N C O M E  F R O M  O I L  A N D  G A S  P I P E L I N E  

T R A N S P O R T A T I O N .  (a) E x c e p t  as p r o v i d e d  in (c) of this s ec tion, t a x a b l e  

i n c o m e  a t t r i b u t a b l e  to t h e  t r a n s p o r t a t i o n  of oil in a p i p e l i n e  e n g a g e d  

i n  i n t e r s t a t e  c o m m e r c e  i n  A l a s k a  s h al l b e  d e t e r m i n e d  b y  th e d e p a r t m e n t  

a n d  s h a l l  b e  t h e  a m o u n t  r e p o r t e d  or th a t  w o u l d  b e  r e q u i r e d  to be  r e­

p o r t e d  to th e F e d e r a l  E n e r g y  R e g u l a t o r y  C o m m i s s i o n  or its s u c c e s s o r s  as 

n e t  o p e r a t i n g  income, less t h o s e  p o r t i o n s  o f  i n t e r e s t  a n d  g e n e r a l  a d m i n­

i s t r a t i v e  e x p e n s e  a t t r i b u t a b l e  to the p i p e l i n e  t r a n s p o r t a t i o n  of oi l in 

t h e  state, e x c e p t  that  t a x a b l e  in co m e  s h a l l  a ls o  i n c l u d e  t a xe s on  or 

m e a s u r e d  b y  i n c ome . T h e  d e p a r t m e n t  s h a l l  e s t a b l i s h  r e g u l a t i o n s  g o v er n-
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i n g  the d e t e r m i n a t i o n  of i n t e r e s t  a n d  g e n e r a l  a d m i n i s t r a t i v e  e x p e n s e  

a t t r i b u t a b l e  to p i p e l i n e  t r a n s p o r t a t i o n  of oi l in the s t a t e .

(b) E x c e p t  as p r o v i d e d  in (c) of this se cti on , t a x a b l e  i n c o m e  j
a t t r i b u t a b l e  to the t r a n s p o r t a t i o n  of n a t u r a l  gas in a p i p e l i n e  e n g a g e d  

i n  i n t e r s t a t e  c o m m e r c e  in A l a s k a  s ha ll  b e  d e t e r m i n e d  b y  th e d e p a r t m e n t  

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

p o r t e d  to t h e  F e d e r a l  E n e r g y  R e g u l a t o r y  A d m i n i s t r a t i o n  as net  o p e r a t i n g  

i n c o m e  less that p o r t i o n  of i n t e r e s t  a n d  g e n e r a l  a d m i n i s t r a t i v e  e x p e n s e  

a t t r i b u t a b l e  to p i p e l i n e  t r a n s p o r t a t i o n  in  t h e  state, e x c e p t  t ha t  the 

t a x a b l e  i n c o m e  s ha ll  a l s o  i n c l u d e  taxes on  or m e a s u r e d  b y  i n c o m e . T h e  

d e p a r t m e n t  shall e s t a b l i s h  r e g u l a t i o n s  g o v e r n i n g  the d e t e r m i n a t i o n  of 

i n t e r e s t  a n d  g e n e r a l  a d m i n i s t r a t i v e  e x p e n s e  a t t r i b u t a b l e  to p i p e l i n e  j

t r a n s p o r t a t i o n  of n a t u r a l  gas in the state. ]

( c ) T a x a b l e  i n c o m e  a t t r i b u t a b l e  to the t r a n s p o r t a t i o n  of oil or 

n a t u r a l  gas in A l a s k a  of a n y  c o r p o r a t i o n  not u n d e r  the F e d e r a l  E n e r g y  

R e g u l a t o r y  C o m m i s s i o n  j u r i s d i c t i o n ,  or of a c o r p o r a t i o n  u n d e r  the j u r i s -  j 

d i c t i o n  of the F e d e r a l  E n e r g y  R e g u l a t o r y  C o m m i s s i o n  b u t  no t r e p o r t i n g  

th e o p e r a t i o n  of p i p e l i n e s  in A l a s k a  s e p a r a t e l y  f r o m  t he  o p e r a t i o n  of I 

p i p e l i n e s  e l s e w h e r e ,  s h a l l  be  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  s h a l l  b e  

b a s e d  u p o n  an a m o u n t  e q u a l  to tha t w h i c h  w o u l d  h a v e  b e e n  r e p o r t e d  to the 

F e d e r a l  E n e r g y  R e g u l a t o r y  C o m m i s s i o n  u n d e r  (a) of this s e c t i o n  i n  the 

case of oil p i p e l i n e s , or (b) of this s e c t i o n  in  the cas e of n a t u r a l  gas 

p i p e l i n e s ,  h a d  the c o r p o r a t i o n  been, in f a c t , u n d e r  F e d e r a l  E n e r g y  

R e g u l a t o r y  C o m m i s s i o n  j u r i s d i c t i o n  for the  t a x a b l e  yea r  a n d  r e q u i r e d  to 

r e p o r t  o n  th e o p e r a t i o n  of A l a s k a  p i p e l i n e s  s e p a r a t e l y  f r o m  the o p e r a­

t i o n  of p i p e l i n e s  e l s ew her e.

Sec. 43.21. 040 . D E T E R M I N A T I O N  OF  I N C O M E  F R O M  A C T I V I T I E S  O T H E R  T H A N  

O I L  A N D  GAS P R O D U C T I O N  O R  P I P E L I N E  T R A N S P O R T A T I O N .  (a) T a x a b l e  i n c o m e  

of a c o r p o r a t i o n  s u b j e c t  to this c h a p t e r  f r o m  a c t i v i t i e s  in this s t a t e  j
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o t h e r  t h a n  t h e  p r o d u c t i o n  of oil or gas f r o m  a l e a s e  or p r o p e r t y  in the 

s t a t e  or the  p i p e l i n e  t r a n s p o r t a t i o n  of oil or gas in t h e  s t a t e  s ha ll be 

d e t e r m i n e d  in a c c o r d a n c e  w i t h  the m e t h o d  e s t a b l i s h e d  in art. IV of AS

4 3 . 1 9 . 0 1 0  a n d  in AS 43. 20 . 0 7 1 ,  as m o d i f i e d  b y  (b) - (e) of this sectio n,  j

(b) T h e  t o t a l  t a x a b l e  i n c o m e  of th e c o n s o l i d a t e d  b u s i n e s s  s ha ll  b e  j

t h e  n e t  i n c o m e  d e t e r m i n e d  a n d  c e r t i f i e d  b y  a n  i n d e p e n d e n t  c e r t i f i e d  

p u b l i c  a c c o u n t a n t  for the  p u r p o s e s  of a r e p o r t  to s h a r e h o l d e r s  c o v e r i n g  

its e a r n i n g s  a n d  p r o f i t s  for t he t a x a b l e  y e a r  ( c a l c u l a t e d  w i t h o u t  r e g a r d  

to  an y t axe s o n  or m e a s u r e d  b y  net  i nc om e),  less the  t a x a b l e  i n c o m e  of 

the  c o r p o r a t i o n  as d e t e r m i n e d  u n d e r  secs. 20 a n d  30 o f  this chapter.

(c) T h e  n u m e r a t o r  a n d  d e n o m i n a t o r  of t he  p r o p e r t y  factor, of the 

p a y r o l l  f a c t o r  a n d  of th e sal es  f a c t o r  s h a l l  b e  c a l c u l a t e d  w i t h o u t  

r e f e r e n c e  to t h a t  p o r t i o n  of p r o p e r t y ,  p a y r o l l  or sales d i r e c t l y  r e l a t e d  

to  th e p r o d u c t i o n  o f  oil  or gas f r o m  a l e a s e  of p r o p e r t y  i n  the s t a t e  or 

t h e  p i p e l i n e  t r a n s p o r t a t i o n  of oil or gas in  the state.

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

w h o  are e m p l o y e d  in  the  U n i t e d  S t a t e s  b u t  n o t  in a n y  s t a t e  s h a l l  be 

i n c l u d e d  i n  t h e  n u m e r a t o r  of th e p a y r o l l  f a c t o r  if the e m p l o y e e s  are 

d i r e c t l y  s u p p l i e d  f r o m  a b a s e  of o p e r a t i o n s  m a i n t a i n e d  in this state.

(e) T h e  v a l u e  o f  oil or gas p r o d u c t i o n  f a c i l i t i e s  or o t h e r  p r o­

p e r t i e s  of t h e  c o n s o l i d a t e d  b u s i n e s s  w h i c h  ar e l o c a t e d  in th e U n i t e d  

S t a t e s  b u t  n o t  in a n y  s t a t e  s h a l l  b e  i n c l u d e d  in t h e  n u m e r a t o r  of the 

p r o p e r t y  f a c t o r  if t h e  p r o p e r t y  is s e r v i c e d  or s u p p l i e d  f r o m  a b a s e  of 

o p e r a t i o n s  m a i n t a i n e d  i n  th e s t a t e  or if that  p r o p e r t y  r e l i e s  o n  o n s h o r e  

f a c i l i t i e s  i n  this s t a t e  for s t o r a g e  of th e oil or gas p r o d u c e d .

Sec. 4 3 . 2 1 . 0 5 0 .  A S S E S S M E N T  OF  I N C O M E  A N D  TAX. (a) T h e  d e p a r t m e n t  

s h a l l  a s s e s s  t a x a b l e  i n c o m e  a n d  th e a m o u n t  of t a x  p a y a b l e  o n  th a t  t a x­

ab l e  i n c o m e .

(b) O n  or b e f o r e  A u g u s t  15 of  e a c h  ye a r  the d e p a r t m e n t  s h a l l  send

-7- SCS CSHB 322(Resources)



1

2

3

4

5

6

7

8

9

10

11

12

13

14

1 u

16

17

18

19

20

21

22

23

24

25

26
27
28

.29

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

s h o w i n g  the a m o u n t  of i n c o m e  t a x a b l e  u n d e r  this c h a p t e r  for the p r e v i o u s  j 

y e a r  a nd the  a m o u n t  of tax p a y a b l e  on that t a x a b l e  i n c o m e .

(c) For p u r p o s e s  of this c h a p t e r  the  d e p a r t m e n t  m a y  c o m b i n e  t a x­

a b l e  i n c o m e s  of c o r p o r a t i o n s  s u b j e c t  to t a x  u n d e r  this c h a p t e r  w h o  a re  

p a r t  of the sa m e  c o n s o l i d a t e d  b u s i n e s s .

Sec, 43,2 1, 06 0. RE TU RN S. On  or b e f o r e  A p r i l  15 of e a c h  y e a r , a 

c o r p o r a t i o n  s u b j e c t  to t a x  u n d e r  this c h a p t e r  s h a l l  s u b m i t  a r e t u r n  i n  a 

f o r m  p r e s c r i b e d  by  the d e p a r t m e n t  s e t t i n g  out  i n f o r m a t i o n  r e q u i r e d  b y  

t h e  d e p a r t m e n t  to d e t e r m i n e  t a x a b l e  i n c o m e . Fo r p u r p o s e s  of this c h a p­

ter  , the d e p a r t m e n t  m a y  r e q u i r e  c o r p o r a t i o n s  s u b j e c t  to t a x  u n d e r  this  

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

return.

Sec. 4 3 . 2 1 . 070. P A Y M E N T  O F  TAX. T h e  t a x  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  to the d e p a r t m e n t  o n  or b e f o r e  S e p t e m b e r  30 of e a c h  year or 

i n  i n s t a l l m e n t s  at the times a n d  u n d e r  the  c o n d i t i o n s  t he  d e p a r t m e n t  m a y  

b y  r e g u l a t i o n  r eq uir e.  T his t a x  is p a y a b l e  o n  th e du e dat e set out  in 

this  s e c t i o n  e v e n  t h o u g h  the 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  this c h a p t e r  or an y p r o v i s i o n  of this 

c h a p t e r  is c h a l l e n g e d  b e f o r e  t h e  d e p a r t m e n t  or i n  the c o u r t s .

Sec. 4 3.21.080. T R A N S I T I O N A L  R U L E S . T h e  d e p a r t m e n t  s h a l l  p r o v i d e  

b y  r e g u l a t i o n  t r a n s i t i o n  r u l e s  for c o r p o r a t i o n s  s u b j e c t  to t a x  u n d e r  AS 

4 3 . 2 0  b e f o r e  t he e f f e c t i v e  d at e  of this A c t  to a v o i d  d o u b l e  t a x a t i o n  of 

t h e  sa m e  i n c o m e  or do u b l e  d e d u c t i o n  of the s a m e  e x p e n s e  of t h o s e  c o r­

p o r a t i o n s  as a r e s u l t  of b e c o m i n g  s u b j e c t  to t a x  u n d e r  this c h a p t e r .

Sec. 43.21. 09 0.  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

i n  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 ct (AS 44.69) 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  this c ha pter.

S e c . 4 3.21.100. P E N A L T I E S . T h e  p e n a l t i e s  e s t a b l i s h e d  in  ch. 20 of 
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Sec. 4 3 . 2 1 . 1 1 0 .  P U B L I C  R E P O R T I N G .  (a) T h e  c o m m i s s i o n e r  of r e v e­

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

r e p o r t  o f  s t a t e  r e v e n u e s  a n d  t a x a t i o n  p o l i c i e s  u n d e r  this c ha pte r.  This 

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

c o v e r e d  u n d e r  thi s c h a p t e r  a n d  a g g r e g a t e  i n c o m e  a n d  d e d u c t i o n s  b y  c a t e­

gory, so c l a s s i f i e d  as to p r e v e n t  th e i d e n t i f i c a t i o n  of p a r t i c u l a r  

r e t u r n s  or r e p o r t s .

(b) T h e  l e g i s l a t i v e  a u d i t o r  s h a l l  t r a n s m i t  to th e l e g i s l a t u r e  an 

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

this cha pt er .

S e c . 4 3 . 2 1 . 1 2 0 .  D E F I N I T I O N S . U n l e s s  t he  c o n t e x t  r e q u i r e s  o t h e r­

w i s e  the d e f i n i t i o n s  c o n t a i n e d  i n  AS 4 3 . 5 5 . 1 4 0  are a p p l i c a b l e  to this 

ch ap t e r .  In a d d i t i o n ,  i n  thi s c h a p t e r

(1) " b a s e  of o p e r a t i o n s "  m e a n s  the c l o s e s t  p o i n t  o n  la n d  to 

t h e  o f f s h o r e  oil  or gas p r o d u c t i o n  o p e r a t i o n s  f r o m  w h i c h  g o o d s , se rv i c e s  

a n d  s u p p l i e s  f l o w  to t h o s e  o f f s h o r e  oil or gas p r o d u c t i o n  o p e r a t i o n s ;

(2) " c o n s o l i d a t e d  b u s i n e s s "  m e a n s  a c o r p o r a t i o n  or g r o u p  of 

c o r p o r a t i o n s  h a v i n g  at l ea st 50 p e r  cent c o m m o n  o w n e r s h i p ,  d i r e c t  or 

i n d i r e c t , or a g r o u p  of c o r p o r a t i o n s  in w h i c h  t h e r e  is c o m m o n  c o n t r o l  

e i t h e r  d i r e c t  or i n d i r e c t  as e v i d e n c e d  b y  a n y  a r r a n g e m e n t , c o n t r a c t  or 

a g r e e m e n t .

* S e c . 4. T h i s  A c t  a p p l i e s  to t a x a b l e  i n c o m e  e a r n e d  or r e c e i v e d  a ft er 

D e c e m b e r  31, 1977.

* Sec. 5. T h e  A c t  t ak es  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.- 

070( c).

this title apply to this chapter.
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