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BY C O L L E T T A ,  H A C K N E Y ,  B E N N E T T ,  
IN T H E  S E N A T E  F A H R E N K A M P ,  K E R T T U L A  A N D  S U M N E R

S E N A T E  B I L L  NO. 474 

IN THE 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  

E L E V 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 ILL

For a n  A c t  entitled: "An Ac t  R e p e a l i n g  C h a p t e r  20 a n d  a m e n d i n g  C h a p t e r  21 of

Title 43, A l a s k a  Sta t u t e s ; a n d  p r o v i d i n g  f o r  a n  e f f e c­

tive d a t e . "

BE IT E N A C T E D  BY T H E  L E G I S L A T U R E  OF  TH E  S T A T E  O F  ALASK A :

* 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  INTENT. T h e  L e g i s l a t u r e  finds a n d  

d e c l a r e s  that the i m p o s i t i o n  of taxes b a s e d  o n  i n c o m e  under C h a p t e r s  20 a n d  

21, T i t l e  43 of the Alaska S t a t u t e s  as c u r r e n t l y  e n a c t e d  has the e f f e c t  of 

d i s c o u r a g i n g  i n v e s t m e n t  in the s tate at a time w h e n  a sound a n d  d e p e n d a b l e  

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

ment, real e c o n o m i c  growth, p r o d u c t i v i t y  a n d  e m p l o y m e n t .  The l e g i s l a t u r e  

f inds that repeal o f  the Ne t  In c o m e  T a x  Act u n d e r  C h a p t e r  20 a n d  a d m e n d m e n t  

of the  Oil a n d  Gas C o r p o r a t e  I n c o m e  T a x  Act u n d e r  C h a p t e r  21 w o u l d  p r o v i d e  

i n c e n t i v e s  for c a pi t a l  f o r m a t i o n  and long r a n g e  real e c on o m i c  g r o w t h  c o n­

si s t e n t  w i t h  the state ' s  b e s t  i n t e r e s t  and, at the s a m e  time, w o u l d  p r o v i d e  

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

c o s t s  of living in the state. Fur t h e rm o r e ,  s u c h  c h a n g e s  w o u l d  r e d u c e  the 

s t a t e ' s  i n c r e a s i n g l y  h e a v y  r e l i a n c e  on oil an d  gas r e v e n ue s  w h i l e  m a i n t a i n i n g

i c i e n t  s ta t e  r e ve n u e s  f r o m  other tax s o u rces. C o n s e q u e n t l y ,  th e  l e g i s­

la t u r e  inte n d s  tha t  Chap t e r  20 be r e p e a l e d  an d  C h a p t e r  21 be a m e n d e d  as 

pr o v i d e d .

* S e c t i o n  2. A l a s k a  S t a t ut e s ,  T i t l e  43, is a m e n d e d  by r e m o v i n g  C h a p t e r

* Section 3. AS 43.21.010 is amended to read:

APPLICATION. This chapter applies to every cor- 
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p o r a t i o n  d o i ng  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 oil or gas f r o m  a l ea s e  or p r o p e r t y  in [or d i r e c t l y  

a s s o c i a t e d  with] t h e  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  tax 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 ta l  taxa b l e  inco m e  of the c o r p o r a t i o n  as d e f i n e d  in secs. 20 - 

4 0  of thi s  c h a p t e r ^  [and 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  

A S  4 3 . 2 0 . 0 1 1 ( e ).

* S e c t i o n  4. AS 4 3 . 2 1 . 0 1 1  is a d d e d  as follows:

A S  4 3 .21.011. T A X  RATE. 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  year 

u p o n  the taxable I n c o m e  u n d e r  t his c h a p t e r  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 state a t a x  c o n s i s t i n g  of a n o r m a l  tax e q u a l  to  

4 . 4  p e r  cent of t a x a b l e  income, an d a s u r t a x  w h i c h  is e q u a l  to 3.0 per 

cent of t a x a b l e  in c o m e .  For p u r p o s e s  of this c h a p t e r  t h e  s u r t a x  e x e m p­

t i o n  for a taxable y e a r  follows secs. 1 561 a n d  156 3  of the I n t e r n a l  

R e v e n u e  Code of 1954, as amended.

* S e c t i o n  5. AS 4 3 . 2 1 . 0 1 6  is a d d e d  as f ol lows:

A S  4 3 .21.016. S H A R I N G  O F  C O R P O R A T E  I N C O M E  T A X  R E V E N U E  W I T H  M U N I C I­

PA L I T I E S .  (a) T h e r e  is e s t a b l i s h e d  w i t h i n  the D e p a r t m e n t  of R e v e n u e  

the m u n i c i p a l  a s s i s t a n c e  fund. Th e  l e g i s l a t u r e  m a y  a p p r o p r i a t e  to the 

f u n d  d u r i n g  eac h  f i s c a l  year a n  a m o u n t  e q u a l  to or g r e a t e r  t h a n  10 p e r  

cent of the i n c o m e  t a x  r e v e n u e  r e c e i v e d  b y  the s ta t e  u n d e r  this c h a p t e r  

for t h e  previous f i s c a l  year. T h e  D e p a r t m e n t  of R e v e n u e  s h a ll  d i s t r i­

b u t e  m o n e y  f r o m  th e f u n d  to e a c h  o r g a n i z e d  b o r o u g h  a nd  e a c h  c i t y  of a n y  

c l a s s  o n  an a n n u a l  b a s i s  as p r o v i d e d  in (b) a n d  (c) o f  this  s e c t i o n .

(b) The b a s e  a m o u n t  to b e  d i s t r i b u t e d  f r o m  the f u n d  to e a c h  b o r o u g

a n d  c i t y  for the f i s c a l  yea r  s h a l l  be the a m o u n t  r e c e i v e d  b y  the b o r o u g h

or c i t y  during f i s c a l  y e a r  1 9 7 8  u n d e r  A S  4 3 . 7 0 . 0 8 0 ;  h o w e v e r ,  if the 

a m o u n t  a p p r o p r i a t e d  to the f u n d  b y  t h e  l e g i s l a t u r e  u n d e r  (a) of  this 

s e c t i o n  is i n s u f f i c i e n t  for d i s t r i b u t i o n  of t h e  full b a s e  a m o u n t , the

-2- SB 4 7 4



1

2

3

4

5

6

7

B

9

10

11

12

1 3

1 4

IE

IE

Ii

I f

1!

21

2

2:

2:

2

2

2

2

2

2

D e p a r t m e n t  of R e v e n u e  s hall p r o r a t e  the a m o u n t  a v a i l a b l e  for d i s t r i b u­

tion o n  the b a s i s  of a m o u n t s  r e c e i v e d  d u r i n g  fi sc a l  y e a r  1 9 7 8  u n d e r  

AS 4 3 . 7 0 . 0 8 0 .  A c i t y  i n c o r p o r a t e d  w i t h i n  a n  o r g a n i z e d  b o r o u g h  a f t e r 

J u n e  30. 1977 s h a l l  r e c e i v e  as a b a s e  a m o u n t  a s h a r e  of the a m o u n t  

d i s t r i b u t e d  to the b o r o u g h  In w h i c h  It Is l o c a t e d  b a s e d  o n  t h e  r a t i o  of

p o p u l a t i o n  in the c i t y  to the t o t a l  p o p u l a t i o n  in t h e  b o r o u g h .  A c i t y

i n c o r p o r a t e d  o u t s i d e  a n  o r g a n i z e d  b o r o u g h  a f t e r  J u n e  30, 1 9 7 7  shall 

r e c e i v e  as a b a s e  a m o u n t  the a m o u n t  r e c e i v e d  by the c i t y  in t h e  s t a t e  

m o s t  c l o s e l y  a p p r o x i m a t i n g  it i n  p o p u l a t i o n  at the t i m e  of its i n c o r p o r a­

tion. A b o r o u g h  i n c o r p o r a t e d  a f t e r  J u n e  30, 1977 s h a l l  r e c e i v e  as a

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

a p p r o x i m a t i n g  It in p o p u l a t i o n  a t  the t i m e  of its i n c o r p o r a t i o n .

(c) If the a m o u n t  in the f u n d  at t h e  t i m e  of d i s t r i b u t i o n  e x c e e d s  

the b a s e  a m o u n t  to b e  d i s t r i b u t e d  u n d e r  (b) of this s e c t i o n ,  the e x c e s s  

a m o u n t  s h a l l  be d i s t r i b u t e d  to e a c h  b o r o u g h  and c i t y  o n  the b a s i s  of 

p o p u l a t i o n .  For t h e  p u r p o s e  of t h i s  s u b s e c t i o n ,  t h e  p o p u l a t i o n  of a 

c i t y  w i t h i n  an o r g a n i z e d  b o r o u g h  s h a l l  be d e d u c t e d  f r o m  t h e  p o p u l a t i o n  

of th e  b o r o u g h .  P o p u l a t i o n ,  f o r  th e  p u r p o s e  of t h i s  s e c t i o n ,  s h a l l b e  

as c e r t i f i e d  b y  the  c o m m i s s i o n e r  o f  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 .

(d) Th e  i n t e n t  of (c) of t h i s  s e c t i o n  is tha t local g o v e r n m e n t s  

w h i c h  lev y  p r o p e r t y  taxes r e d u c e  t h o s e  l e v i e s  in r e a s o n a b l e  p r o p o r t i o n  

to t h e  a m o u n t  of i n c r e a s e d  s t a t e  a i d  r e c e i v e d  by a l ocal g o v e r n m e n t .

T h e  g o v e r n i n g  b o d y  o f  each l o c a l  g o v e r n m e n t  s hall f u r n i s h  a n o t i c e  w i t h  

the t a x  s t a t e m e n t  d e s c r i b i n g  i t s  u s e  of  t h i s  i n c r e a s e d  s t a t e  aid.

* Section 6. AS 43.21.020(b) Is amended as follows:

(b) Gross Income of a corporation from oil and gas production 

shall be the gross value at the point of production of oil or gas p r o­

duced from a lease or property In the state. The department shall by 

regulation determine a uniform method of establishing the gross value at
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t h e  p o i n t  o f  p r o d u c t i o n .  I n  m a k i n g  its d e t e r m i n a t i o n  th e  d e p a r t m e n t  

s h a l l  u s e  t h e  p r i c e s  or v a l u e s  r e c o r d e d  o n  the t a x p a y e r ' s  b o o k s  a n d  

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

t e n t l y  a p p l i e d  e x c e p t  t h a t  in c a s e s  of f r a u d  or i n t e n t  to e v a d e  t axes 

t h e  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] 

o i l  or ga s  i n  the s a m e  f i e l d , the p o s t e d  p r i c e s  for o i l  or gas in the 

s a m e  f i e l d ,  or t he  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 o r  gas in the same 

f i e l d .  In a d d i t i o n ,  it its d e t e r m i n a t i o n  of g r o s s  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 o r  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 ,  the d e p a r t­

m e n t  s h a l l  d e t e r m i n e  the 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  the 

p o i n t  of sa l e  or u s e  to the p o i n t  of p r o d u c t i o n  of the oil o r  gas. 

T r a n s p o r t a t i o n  c o s t 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  be 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 ,  bu 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 m e n d e d ,  c h a 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 ,  

the 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  s hall be r e c o m p u t e d  for that 

p e r i o d  u s i n g  t h e  n e w l y  d e t e r m i n e d  tari f f .  T h e  d e p a r t m e n t  s h a l l  p e r m i t  

the t a x p a y e r  to u s e  the fair m a r k e t  v a l u e  of l i k e  t r a n s p o r t a t i o n  as 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  if the t r a n s p o r t a t i o n  of oil or gas 

is n o t  b y  a r e g u l a t e d  c a r r i e r .

* S e c t i o n  7. A S  4 3 . 2 1 . 0 2 0 ( c )  is a m e n d e d  as f o l l o w s :

* * *

(2) taxes imposed under AS 43.55 [and]x  AS 43.57 and chapter 

45 of subtitle D or the Internal Revenue Code of 1954, as amended, which 

are actually paid or incurred by the corporation on the production from 

a lease or property in the statej

(3) taxes imposed under AS 43.56 and AS 29.53 which are 

actually paid or Incurred by the corporation on property used directly 

in the production of oil or gas from a lease or property in the state,

-4- SB 474



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

mm ■

n

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 prep ar -  

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 ,  but o n l y  if those 

p r o p e r t y  tax p a y m e n t s  w ere due and p a y a b l e  o n l y  after the date of c o m m e r­

cial 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  was 

a s s o c i a t e d ;

(4) th e  di r e c t c o s t s  i n c u r r e d  by or for the c o r p o r a t i o n  

i n c i d e n t  to a n d  n e c e s s a r y  for the d r i l l i n g  of w ells b o t t o m e d  on the 

lease or p r o p e r t y  and in o p e r a t i n g  the lease or p r o p e r t y ,  i n c l u d i n g  the 

di r e c t  c osts of prod u ci 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  the oil or  

gas for p i p e l i n e  t r a n s p o r t at i o n ,  bu t net of an y  p a y m e n t s  r e c e i v e d  for 

t hose a c t i v i t i e s  a n d  not i n c l u d i n g  an y  i n d i r e c t  costs or o v e r h e a d  e x­

pe n s e  ;

(5) d e p r e c i a t i o n  (using any m e t h o d  or d e p r e c i a t i o n  and an y 

d e p r e c i a b l e  u s e f u l  life or c a p i t al  r e c o v e r y  p e r i o d  p e r m i t t e d  by the r u l e s  

r e f e r r e d  to u n d e r  C h a p t er  1 of S u b t i t l e  A of the I n t e r n a l  R e v e n u e  C o d e  of 

1954, as a m e n d e d  [the uni 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 er  r e a s o n a b l e  

m e t h o d s  as the d ep a r t m e n t  may by 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 the pr 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 th e  

oi l  or gas for p i pe 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

ta 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  in this p r o p e r t y  at a rate not 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 ta l  to the 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 ;

paid or incurred under AS 43.56 and AS 29.53 (including capitalized 

interest on both) for or on producing properties before the commencement 

of commercial production from the lease or property for which the p r o­

perty is being used;

(7) interest expense [not capitalized] of the corporation, 

the the extent that it does not exceed that portion of the total interest

(6) the a m o r t i z a t i o n  of lease a c q u i s i t i o n  p a y m e n t s  and t axes
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p a i d  by 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  t h e  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 total i n t e r e s t  [r e d u c e d  by 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  the c o n s o l i d a t e d  b u s i n e s s ]  b y  a fraction, the n u m e r­

at 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 and  t a n g i b l e  p e r ­

so 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 

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

o f  all real a n d  t a n g i b l e  p e r s o n al  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 .  

In the case of i n t e r e s t  e x p e n s e  a r i s i n g  f r o m  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  the c o n s o l i d a t e d  bus i n es s ,  the d e p a r t m e n t  m a y  a d j u s t  the a m o u n t  

of i n te r e s t  e x p e n s e  c l a i m e d  as a d e d u c t i o n  if such a d j u s t m e n t  is n e c e s­

sar y  to p r e v e n t  e v a s i o n  of taxes or c l e a r l y  to r e f l e c t  the i n c o m e  of a n y  

s u c h  taxp a y e r 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  by 

t he 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 ga s  f r o m  a 

lease or p r o p e r t y  in th e  state to the e x t e n t  that it d oes no t  e x c e e d  

[the le s s e r  of]

[A] t h a t  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  

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 otal 

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  by a f r a c t i o n ,  the 

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 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 o i l  

o r  gas f r o m  a l e a s e  or p r o p e r t y  in the s t at e  a n d  t h e  d e n o m i n a t o r  of 

w h i c h  is the v a l u e  of all real 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  o f  

the c o n s o l i d a t e d  b u s i n e s sj  [or

(B) the s u m  o f  $ 0 . 1 2  f o r  e a c h  b a r r e l  o f  oil a n d  $ 0 . 0 2  

f or e a c h  t h o u s a n d  cubic feet  of g a s  p r o d u c e d  f r o m  a l ea s e  or p r o­

p e r t y  in  the state.]
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(10) t h e  c o s t s  o f  p e r m a n e n t l y  t e r m i n a t i n g  o p e r a t i o n s  or 

r e m o v i n g  p a r t  or all of t h e  w e l l s ,  f a c i l i t i e s  a n d  e q u i p m e n t  r e l a t i n g  

t o  e x p l o r a t i o n  or p r o d u c t i o n  a c t i v i t i e s ,  i n  an a m o u n t  w h i c h  e q u a l s

(A) a p o r t i o n  of the e s t i m a t e d  t e r m i n a t i o n  o r  r e m o v a l  

c o s t s  in a y e a r  p r i o r  to a c t u a l  t e r m i n a t i o n  o r  r e m o v a l  a c c o r d i n g  

t o  a n y  r e a s o n a b l e  m e t h o d  as the 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  

e s t a b l i s h ;  or

(B) the t e r m i n a t i o n  or r e m o v a l  c o s t s  t h a t  a r e  a c t u a l l y  

I n c u r r e d  t h a t  year, o f f s e t  by the s a l v a g e  v a l u e  (if any) of the 

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

e x t e n t  of a n y  a m o u n t s  a l l o w e d  to b e  t a k e n  p r i o r  to a c t u a l  t e r m i­

n a t i o n  or r e m o v a l  u n d e r  thi s  p a r a g r a p h  a n d  so t a k e n  b y  th e  t a x­

p a y e r ^

* S e c t i o n  8. A S  4 3 . 2 1 . 0 3 0  is a m e n d e d  to read:

S ec. 4 3 . 2 1 . 0 3 0 .  D E T E R M I N A T I O N  O F  I N C O M E  F R O M  O I L  A N D  GAS 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) a n d  (d) o f  this s e c t i o n ,  

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 o i l  in a p i p e l i n e  

e n g a g e d  [to] Iji 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 a l 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  shall 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  t o  

b e  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  or its s u c c e s­

so r s  as n et  o p e r a t i n g  inco m e ,  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  t o  the p i p e l i n e  t r a n s p o r t a t i o n  o f  oil 

in t h e  s t a t e ,  e x c e p t  tha t  t a x a b l e  i n c o m e  s h a l l  a l s o  i n c l u d e  t ax e s  o n  o r  

m e a s u r e d  b y  incom e .  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 e r n i n g  

t h e  d e t e r m i n a t i o n  of i n t e r e s t  an 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  t o  p i p e l i n e  t r a n s p o r t a t i o n  of o i l  in th e  s t a t e .

(b) Except as provided in (c) and (d) of this section, taxable 

income attributable to the transportation of natural gas in a pipeline 

engaged in interstate commerce in Alaska shall be determined by the
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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 

b e  r e p o r t e d  t o  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  as n e t  o p e r a t i n g  

i n c o m e  less t h a t  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 the sta t e ,  e x c e p t  t hat [the] 

t a x a b l e  i n c o m e  s h a l l  a l s o  i n c l u d e  t a x e s  on or m e a s u r e d  b y  i n c om e .  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 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  t o  p i p e l i n e

t r a n s p o r t a t i o n  of n a t u r a l  gas i n  t h e  st a t e .

* * *

(d) T h e  t a x p a y e r  s h a l l  c a l c u l a t e  d e p r e c i a t i o n  u s i n R  a n y  m e t h o d  of 

d e p r e c i a t i o n  an d  a n y  d e p r e c i a b l e  u s e f u l  life or c a p i t a l  r e c o v e r y  p e r i o d  

p e r m i t t e d  u n d e r  C h a p t e r  1 o f  S u b t i t l e  A of t h e  I n t e r n a l  R e v e n u e  C o d e  of  

1954, as a m e n d e d ,  i n  lie u  o f  the a m o u n t  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  C o m m i s s i o n .

* S e c t i o n  9. AS 4 3 . 2 1 . 0 4 0  is a m e n d e d  t o  read:

Sec. 4 3 . 2 1 . 0 4 0 .  D E T E R M I N A T I O N  O F  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  GA S  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 .  (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 t his 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  

o t h e r  t h a n  the p r o d u c t i o n  o f  oil or  ga s f r o m  a lease or p r o p e r t y  in the 

s t a t e  o r  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 h a l l  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  t h e  m e t h o d  e s t a b l i s h e d  i n  art. IV of

A S  4 3 . 1 9 . 0 1 0  [an d  i n  AS 4 3 . 2 0 . 0 7 1 , ]  as m o d i f i e d  b y  (b) - [e] of this

s e c t i o n .

(b) T h e  t o t a l  t a x a b l e  i n c o m e  o f  th e c o n s o l i d a t e d  b u s i n e s s  s h a l l  be 

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  f o r  the p u r p o s e s  o f  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  f o r  t h e  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 any t a x e s  on o r  m e a s u r e d  b y  n e t  incom e )  l ess [the t a x a b l e  i n c o m e  of 

the corporation a s  d e t e r m i n e d  u n d e r  s ecs. 2 0  a n d  30 o f  th i s  c h a p t e r . ]
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the net I n c o m e  of the c o n s o l i d a t e d  b u s i n e s s  d e r i v e d  f r o m  oil and gas

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 .

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

p a y r o l l  f a c t o r  and of the s a l e s  factor shall be 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 [that p o r t i o n  of] pro pe 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 the p r o d u c t i o n  of oil or gas [from a lease of p r o p e r t y  in the 

state] or the p ip 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  by e m p loyees 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  but not in any s tate shall be 

in c l u d e d  in the n u m e r a t o r  of the payroll factor if the emp l o y e e s  a r e 

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 at i o n s  m a i n t a i n e d  in this state.]

[(e) The v alue of oil or gas p r o d u c t i o n  f a c i l i t i e s  or other p r o p e r­

ties of the c o n s o l i d a t e d  b u s i n e s s  which are located in the U ni t e d  S t a t e s  

but not in any state s hall be i nc l u d e d  in the n u m e r a t o r  of the p r o p e r t y  

factor if the p r o p e r t y  is s e r v i c e d  or s up p l i e d  from 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 the s tate or if that p r o p e r t y  rel i e s  on o n s h o r e  f a c i l i t i e s  

in this s t a t e  for s t o r a g e  of the oil or gas p r oduced.]

(d) The n u m e r a t o r  a n d  d en o m i n a t o r  of the p r o p e r t y  factor, of the 

p a y r o l l  factor and  of the s a l e s  factor shall be 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 p r operty, 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 m a r i n e  

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

p r o d u c e d  fr o m  a lease or p r o p e r t y  in the s t a t e  un l e s s  the t a x p a y e r  

el e c t s  to use the fair m a r k e t  value of like t r a n s p o r t a t i o n  as the r e a s o n­

able c o s t s  of t r a n s p o r t a t i o n  u n d er  sec. 20 of this chapter.

* S e c t i o n  10. Sec. 4 3 . 2 1 . 12 0 .  D E F I NI T I O N S .  Unl e s s the c o n t e x t  

r e q u i r e s  o th 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  in AS 4 3 . 5 5 . 1 4 0  ar e a p p l i­

cable to  this c h a pter. In addition, in this c h a p t e r

* * *

(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
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c o r p o r a t i o n s  h a v i n g  [at least] m o r e  t h a n  50 p e r  cent c o m m o n  o w n e r s h ip ,  

d i r e c t  or in d i r ec t ,  or a g r o u p  of c o r p o r a t i o n s  i n  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  direct or i n d i r e c t  as e v i d e n c e d  b y  any a r r a n g e m e n t ,  

c o n t r a c t  or  agre e m e nt .

* S e c t i o n  11. T his Act b e c o m e s  e f f e c t i v e  as 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 n d  d e d u c t i o n s  p a i d  o r  i n c u r r e d  a f t e r  D e c e m b e r  31, 1979.

* S e c t i o n  12. T his Ac t  t a k e s  e f f e c t  J u l y  1, 1980.
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