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BY THE FINANCE COMMITTEE 

HOUSE CS FOR SENATE B I L L  NO. 5 2 4  (F in a n c e ) am H 

IN THE L E G IS L A T U R E  OF THE S T A T E  OF ALASKA 

TWELFTH L EG ISL A T U R E  -  F I R S T  S E S S IO N  

A B IL L

For an Act en t it l e d : " A n  Act r e la t in g  to t a x e s . "

BE IT  ENACTED BY THE L E G IS L A T U R E  OF THE STATE OF ALASK A:

* S e c t i o n  1 .  AS 4 3 . 2 0 . 0 1 1 ( e )  i s  amended to read:

( e )  There i s  imposed for each taxable year upon the en tir e tax­

able income of every corporation derived from sources within the state 

a tax consistin g of a normal tax equal to 5 . 4  percent of taxable i n ­

come, and a surtax which i s  equal to 4 . 0  percent of taxable income, ex ­

cept that the tax on a corporation d o in g  b u sin es s in  the state which 

der iv es income from [ENGAGED IN ]  the production or p ip el in e  transporta­

tion  of crude o il  or natural gas in the state shall be determined and 

pa id  i n  accordance with AS 4 3 . 2 1 .  Income from sharing in  a regional 

N a t iv e  corporation's revenue that is  required to be d ivided under
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se c . 7 ( i )  and s e c .  7 ( j )  of the Alaska N a t i v e  C l a im s  Settlement Act 

( P . L .  9 2 -2 0 3 )  is  taxable income of the r e c ip ie n t  under this chapter, 

except that a r e c ip ie n t  who i s  subject to AS 4 3 . 2 1  shall treat the 

income as taxable under AS 4 3 . 2 1 . 0 4 0 .  For tax years b e g in n in g  after 

December 31, 1 9 7 9 ,  the surtax exemption i s  $ 5 0 , 0 0 0 .  For controlled 

corporations described in  s e c s .  1561 -  1563 of the Internal Revenue 

Code only one surtax exemption may be allowed for the controlled group.

* S e c .  2 .  AS 4 3 . 2 1 . 0 1 0  i s  amended to read:

S e c .  4 3 . 2 1 . 0 1 0 .  A P P L IC A T IO N . T h is  chapter applies to every cor­

poration doing b u sin es s  i n  the state which d er iv es income from the pro­

d u c tio n  of oil or gas from a lease or property i n  the state [ , ]  or from 

the p ip el in e  transportation of oil  or gas in  the state. The tax c a l c u -

-1- H C S S B  524(Fin) a m  H
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l a t e d  under this chapter i s  m easured by the total taxable income of the 

corporation during the tax p e r i o d  as determined under [DEFINED I N ]

AS 4 3 . 2 1 . 0 2 0  -  4 3 . 2 1 . 0 4 0  and i s  ca lc u la ted  [DETERM INED] at the rates 

e s t a b l is h e d  under AS 4 3 . 2 0 . 0 1 1 ( e ) .

* S e c .  3 .  AS 4 3 . 2 1 . 0 2 0 ( c )  i s  amended to read:

(c )  Net incom e from o i l  and gas production shall be determined by 

the department by d educting from gross income the following:

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

(2) taxes imposed under AS 4 3 . 5 5  and AS 4 3 . 5 7  which are a c ­

t u a l l y  paid or incurred by the corporation on the production from a 

l e a s e  or property i n  the s t a t e ;

(3) taxes imposed under AS 4 3 . 5 6  and AS 2 9 . 5 3  which are a c ­

t u a l l y  p a id  or incurred by the corporation on property used d ir ec t ly  i n  

the production of o i l  or gas from a lease or property i n  the state, i n ­

c l u d i n g  property used i n  p r o d u c t io n , gath ering, treatmentx  or prepara­

t i o n  of the o i l  or gas for p i p e l i n e  transportation, but only i f  those 

property tax payments were due and payable only after the date of com­

m e r c ia l  production from the l e a s e  or property with which the property 

was a s s o c ia t e d ;

(4) the direct c o s t s  incurred by or for the corporation i n  

o p e r a t in g  the l e a s e  or pr oper ty, in c l u d in g  the d ir ec t costs of produc­

i n g ,  gathering, treatingx  or pr ep ar in g the o i l  or gas for p i p e l i n e  

transportation, but not of any payments r e c e iv e d  for those a c t i v i t i e s  

and not in c lu d in g  any in d ir e c t  c o s t  or overhead e x p en se;

(5) d e p r e c ia t io n  ( u s i n g  the u n it  of production method or 

such other reasonable methods as the department may by regulation e s ­

t a b l is h )  on property used d i r e c t l y  i n  the pr odu ction , gathering, t r e a t -  

mentx  or preparation of the o i l  or gas for p i p e l i n e  transportation i n ­

c l u d i n g  am o r tiza tio n  of c a p i t a l i z e d  in ter est for investments in  t h is

- 2 -  HCSSB 5 2 4 ( F i n )  am H
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property at a rate not to exceed the average cost of borrowed ca pital 

to the taxpayer during the year i n  which it  i s  c a p i t a l i z e d !

(6 )  the am ortization of lease a c q u is it io n  payments and taxes 

p a id  or incurred under AS 4 3 . 5 6  and AS 2 9 .5 3  (in c l u d in g  c a p it a l iz e d  i n ­

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

of commercial production from the lease or property for which the prop­

erty i s  b e in g  used;

(7 ) in ter est expense of the corporation^ not c a p it a l ize d  

during constr u ction, that was p a i d  or incurred in  connection with prop­

erty i n  A la sk a ; however, unless (f ) of this section  a p p l i e s ,  the in ter­

est  expense may [TO THE EXTENT THAT I T  DOES] not exc eed  that portion of 

the total in te r e st  p a id  by the consolidated b usin ess of which the cor­

por atio n  i s  a part, determined by m u lt ip ly in g  the total interest [ ( R E ­

DUCED BY INTERCOMPANY TRANSACTIONS WITHIN THE CO N S OL ID A T E D  B U S IN ES S )]  

by a f r a c t io n , the numerator of which is  the value of the corporation's 

real and t an g ib le  personal property used directly i n  the production of 

o i l  or gas fron a lea se or property in  the state and the denominator of 

which i s  the value of all real and tangible personal property of the 

c o n s o l id a t e d  b u s in e s s ;  in  this sub section, "tota l in te r e st  paid  by the 

c o n s o l id a t e d  b u s in e s s "  does not include interest exp en se arising from 

intercompany o b l ig a t io n s  w ithin the consolidated b u s in e s s  except to 

the extent that the interest expense reflects a pass-through of i n ­

terest on a th ir d -pa r ty  borrowing by the parent or other member of the 

c o n s o l id a t e d  b u sin es s  with the purpose, expressed at the time of the 

th ir d -p a r ty  borrowing, of f in a n c in g  Alaska busin ess a c t i v i t y  of the 

taxpayer corporation;

( 8 )  expenses incurred by the corporation after December 3 1, 

197 7X  of unsuccessful exploration of o il  or gas i n  the state in clu d in g 

the a c q u i s i t i o n  costs of abandoned properties, dry hole costsx  and the

- 3 -  HCSSB 5 2 4 (Fin ) am H
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15

1 costs of g e o l og ic  and geophysical exploration related to those aban-

2 doned properties;

3 (9) general overhead or adm inistrative expense incurred by

4 the corporation attributable to deriving Income from the production of

6 o i l  or gas from a lease or property in  the state to the extent, except

6 as provided in  (f) of this section, that i t  does not exceed [THE LESSER

O F :

8 ( A ) ]  that portion of the total general overhead or ad-

9 m in is t r a t iv e  expense incurred by the consolidated business of

10 which the corporation i s  a part, determined by multiplying the 

total general overhead or adm inistrative expense by a fraction,

12 the numerator of which i s  the value of the corporation's real and

13 tan g ib le personal property used d ir ec t ly  in the production of oil 

or gas from a lease or property in  the state and the denominator 

of which i s  the value of all real and tangible personal property

16 of the consolidated businessj_

17 (10 ) the amount of Income from the production of o il  and gas 

from a lea se or property that is  d iv id e d  among the regional Native 

corporations under sec. 7 ( i )  of the Alaska Native Claims Settlement 

Act ( P . L .  9 2 - 2 0 3 ) ;

(11) the amount by which the total tax paid  or incurred by

22 the taxpayer under AS 4 3 . 5 8  for leases or properties in  the state ex-

23 ceeds the amount of credit allowed to the taxpayer under AS 4 3 . 5 8 .0 4 1 ;

(12) the tax imposed by s e c . 4 9 8 6  of the Internal Revenue 

28 Code that is  paid or Incurred by the taxpayer for o i l  production from

28 leases or properties in  the state [ ,  OR

27 (B) THE SUM OF $ 0 .1 2  FOR EACH BARREL OF O IL  AND $0.0 2

28 FOR EACH THOUSAND CUB IC FEET OF GAS PRODUCED FROM A LEASE OR PROP-

28 ERTY IN THE STATE]

-4- HCSSB 524(Fin) a m  H
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* S e c .  4 .  AS 4 3 . 2 1 . 0 2 0  i s  amended by adding a new s u b s e c t io n  to read:

(£ )  I f  a corporation demonstrates to the s a t i s f a c t i o n  of the d e ­

partment that i t  p a id  or incurred actual expenses for in ter est or for 

general overhead or adm in istr atio n  attributable to d e r i v i n g  income from 

the production of o i l  or gas from a lease or property i n  the state i n  

an amount greater than the amount determined under ( c ) ( 7 )  or ( c ) ( 9 )  of 

this s e c t io n , the department may allow  the corporation to deduct the 

greater amount.

* S e c .  5 .  AS 4 3 . 2 1 . 0 4 0 ( b )  is  r epealed and reenacted to read:

(b) The total taxable income of the co n solid ated  b u sin es s  i s  i t s  

entire income less the portion of that entire income attributable to 

worldwide production and p i p e l i n e  transportation of o i l  and gas. I n  

this se c t io n ,

(1) for a member of a co n s ol id a t e d  b u sin ess who i s  required 

to f i l e  under the Internal Revenue C o d e ,  "e n t ir e  in co m e" means taxable 

income under S u b t it l e  F and chapter 1 of S u b t it l e  A of the Internal 

Revenue Code of 1 95 4 ,  as amended, e xc ep t that those p r o v is io n s  adopted 

after December 3 1 ,  1 9 7 5 ,  that change or modify exem ption s from tax are 

not adopted by reference as a part of this s e c t io n  u n t i l  the second 

January 1 follow ing the e f f e c t iv e  date of the federal lawj

(2) for a member of a co n solid ated  b u s in es s  who is not 

required to f i l e  under the Internal Revenue C o d e , " e n t i r e  income" means 

book income, except that a taxpayer may elect to report h is  income as 

the income would be determined under (1) of this su b sectio n .

* S e c .  6 .  AS 4 3 . 2 1 . 0 5 0  i s  amended by adding a new s u b s e c t io n  to read: 

(d) I f  the methods of a l l o c a t io n  and apportionment provided i n  

this chapter do not f a ir l y  represent the extent of a co r p o r a tion 's  

b usin ess a c t i v i t y  i n  the sta te, the corporation may p e t i t i o n  for or the 

department may requ ire, i n  respect to all or any part o f  the corpora-

- 5 -  HCSSB 5 2 4 ( F i n )  am H
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t i o n 's  b u s i n e s s  a c t i v i t y ,  i £  r e a so n a b l e, the employment of any method 

auth orized under a r t . I V ,  s e c .  1 8 ,  of the m u ltistate tax compact 

(AS 4 3 . 1 9 . 0 1 0 )  to effectuate an e q u it a b l e  a l l o c a t io n  and apportionment 

of the c o r p o r a t i o n 's  income. The commissioner shall in c l u d e  i n  h i s  

annual report required in  AS 4 3 . 2 1 . 1 1 0  a report on all r e l i e f  granted 

under t h i s  s u b s e c t io n , in clu d in g  for each case a statement of the 

changes i n  tax l i a b i l i t y  resulting from the granting of r e l i e f ,  the tax 

years i n v o l v e d ,  and a d e s c r ip t io n  of the method of deter m ining taxable 

income that was su b stitu ted  for those provided i n  th is chapter.

* Sec. 7 .  AS  4 3 . 2 1 . 0 7 0  i s  amended to read:

S e c .  4 3 . 2 1 . 0 7 0 .  PAYMENT OF T A X .  The tax l e v ie d  under this chap­

ter i s  p a y a b l e  to the department on or before September 30 of each year 

or in  in s t a l l m e n t s  , in c lu d in g  prepayments of estim ated t a x , at the 

times an d  under the co n d itio n s the department may by r e g u l a t io n  re­

quire. T h i s  tax i s  payable on the due date set out in  th is se c t io n

even though the assessm ent i s  under appeal or the v a l i d i t y ,  enforce­

a b i l i t y  or a p p l i c a t i o n  of this chapter or any p r o v is io n  of this chapter 

is  c h a l le n g e d  before the department or i n  the courts.

* Sec. 8 .  A S  4 3 . 5 8  i s  amended by a d d in g new se c t io n s to read:

S e c .  4 3 . 5 8 . 0 1 1 .  FIN D IN G S  AND PURPOSES. (a) The l eg isl a t u r e

finds that

(1 )  s i n c e  statehood the l e v e l  of pu b lic  s e r v ic e s  and p u b l ic  

f a c i l i t i e s  pr ovided by the state government to i t s  c i t i z e n s  has been 

much below  the lev e l  provided by other states to their c i t i z e n s ,  and 

this in a d e q u a c y  has been the r esu lt of i n s u f f i c i e n t  state revenues;

( 2 )  there e x i s t s  in  A l a s k a  today a lev el of p u b l ic  s e r vic e s  

and p u b l i c  f a c i l i t i e s  far below that which Alaskans are reasonably 

e n t it l e d  to e x p e c t , and these unmet needs include inadequate pu b lic  

transportation f a c i l i t i e s ,  in adequate p u b l ic  health care f a c i l i t i e s  and

- 6 -  HCSSB 5 2 4 ( F i n )  am H
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programs, inadequate communications f a c i l i t i e s ,  inadequate public 

education f a c i l i t i e s ,  inadequate lev e ls  of p o l ic e  protection, over­

burdened J u s t i c e  f a c i l i t i e s ,  and inadequate energy f a c i l i t i e s ,  and an 

economy over ly dependent on nonrenewable resource development!

( 3 )  with the increased revenues that have resulted from 

in cr eased development of o il  resources i n  Alaska, th is legislature, 

a c t in g  on behalf of a l l  the people of Alask a, has embarked upon a l e g ­

i s l a t i v e  program in ten d ed  to b e g in  f u l f i l l i n g  some of the unmet p u b l ic  

needs d e sc r ib ed  in  (2 )  of this s u b s e c t io n , and i t  w il l  take many years 

of expend itur es at current or in cr eased lev els to meet these n e e d s ;

(4) a part of this program in clu des preparing for the time 

when the revenues d e r iv e d  from A l a s k a 's  nonrenewable resources b e g in  to 

d e c l in e  and this preparation in clu des funding of the Alaska permanent 

fund, encouraging development of renewable resources, and encouraging 

economic d i v e r s i f i c a t i o n  efforts;

(5) there i s  presently p en din g in  the courts l it ig a t io n  

brought by certain taxpayers ch allen gin g the co n s tit u t io n a l it y  of the 

O i l  and G a s  Corporate Income Tax (AS 4 3 . 2 1 ) ,  and i f  the taxpayers in  

that l i t i g a t i o n  are su c ce ssfu l, the future revenues available to meet 

the important pu b lic needs described i n  (2) of this subsection w i l l  be 

s i g n i f i c a n t l y  d im in is h e d ;

(6) it  i s  in  the pu b lic  in te r e s t  to p r ovide an alternative 

means of generating revenues s u f f i c i e n t  to meet the s t a t e 's  present and 

future needs i f  the con stitu tion al challenge to AS 4 3 . 2 1  is  successfu l;

(7) im p o sin g  a d d itio n a l or altern ative state taxes upon 

small b u sin es se s and newly developing In d u st r ie s  in  Alaska would have a 

s i g n i f i c a n t l y  adverse impact upon those b u sin es ses and would be coun­

terproductive to efforts to encourage economic d i v e r s if ic a t io n ;

(8) the lev el  of tax ation  currently im posed by the st a t e  on

- 7 -  HCSSB 5 2 4 < F i n )  am H



the o il  industry does not impose an undue burden on that industry and 

has not discouraged exploration and development of o i l  resources i n  

Alaskai

(9) development of natural gas resources i n  Alaska has 

lagged behind o i l  development in  the state and a d d itio n a l or alterna­

t iv e  taxes on the natural gas industry may discourage future natural 

gas development;

(10) the im p o s it io n  of a property tax on o il  reserves with a 

credit for income taxes p a id  w ill best provide s u f f ic ie n t  alternative 

revenues without discouraging economic d i v e r s if ic a t io n  and without 

discouraging present or future exploration and development of o i l  

resources;

(11) i t  appears that the Congress of the U n it e d  States has 

affirmatively granted the authority to tax developed and leased 

property received under the Alaska N ative Claims Settlement Act only to 

local governments, for a 2 0 -y e a r  period, and that a state tax on 

developed or leased property received under the Alaska Native Claim s 

Settlement Act would be in  c o n f l ic t  with the intent and purpose of that 

Act.

(b) The purposes of this Act are to

(1) enact a tax that w ill  generate s u f f ic ie n t  revenues to

(A) meet any judgment that might be rendered ag ain st

the state in  the l i t i g a t i o n  concerning the O il  and Gas Corporate 

Income T a x ; and

(£) provide revenue comparable to the present and 

projected future revenues derived from AS 4 3 .2 1  i f  the O il  and Gas 

Corporate Income Tax i s  found to be u n c o n s t it u t io n a l ;

(2) a v oid imposing cumulative tax l i a b i l i t y  on taxpayers 

subject to the O i l  and Gas Corporate Income Tax (AS 4 3 . 2 1 )  by granting

-8- HCSSB 52 4(Fin) am H



a credit of taxes p a id  under AS 4 3 . 2 1  for those persons subject to the 

o i l  reserves property tax;

(3) a v o id  discouraging future exp lo r a tio n  and development of 

o i l  resources by im posin g the tax only on property having commercial 

productioni

(4) a v o id  discouraging the development of economic d ive r ­

s i f i c a t i o n  and the development of natural gas production i n  the sta te;

(5) a v o id  creating a c o n f lict  with federal law by exempting 

from this tax property r eceiv ed under the Alaska N ative C l a im s S e t ­

tlement Act.

S e c .  4 3 . 5 8 . 0 2 1 .  AD VALOREM TA X . (a) B e gin n in g July 1 ,  1 98 1 , an 

annual tax i s  l e v ie d  each tax year on the fu ll  and true value of t a x ­

able property under this chapter.

(b) The rate of levy is  25 m i l l s ,  u n l ess a different rate i s  e n ­

acted for a tax year no later than the last day of February i n  that tax 

year.

S e c .  4 3 . 5 8 . 0 3 1 .  EXEM PTION S. (a) The following property that 

would otherwise be taxable property is  exempt from taxation under th is 

chapter:

(1) property of the United S ta tes or the state;

(2) property exempt from state t a x a t io n  under the laws of

the United States in clu din g the exemption of property, whether or not 

developed or leased to t h ir d -p a r t ie s ,  under s e c .  21(d ) of the Alaska 

N a tive  Claims Settlement Act ( P . L .  9 2 - 2 0 3 ,  85 Stat. 6 8 8 ,  43 U . S . C .  

160 1 , e t .  s e q . ) ;

(3) that portion of the full and true value of taxable prop­

erty attributable to gas r eserves.

(b) Notwithstanding the exemptions from taxation authorized by

(a) of this s e c t io n ,  a leasehold or s im il a r  interest held by a third

- 9 -  HCSSB 5 2 4 ( F i n )  am H
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party i n  property described i n  ( a ) ( 1 )  or ( a ) ( 2 )  of t h i s  se c t io n  i s  

taxable under this chapter to the extent of the i n t e r e s t .

S e c .  4 3 . 5 8 . 0 4 1 .  C R E D I T S .  (a )  The amount of t a x  under AS 4 3 . 2 1  

paid during a tax year under th is chapter by a taxpayer or the t a x ­

p a y e r 's  co n solid ated b u s in es s  for tax periods under A S  4 3 . 2 1  b e g in n in g  

after December 3 1 ,  1980 , i s  allow ed as a cr edit a g a in s t  the tax l e v ie d  

under th is chapter in  the tax year for the t a x p a y e r 's  taxable property. 

The c r ed it  may not exceed the total amount of tax due for the t a x  year 

under this chapter for a l l  of the tax payer 's  t a x a b l e  pr o p er ties.

(b) In  a d d it io n  to the c r e d it  allowed under (a )  of this s e c t i o n ,  

the amount of tax paid  under AS 4 3 .2 1  by a taxpayer or the t a x p a y e r 's  

co n solid ated  busin ess before J u l y  1, 1981, i s  allow ed  as a c r e d it  

a g a in s t  the tax lev ie d  under t h is  chapter for the tax p ay er '8  taxable 

pr oper ties.

(c) In  applying the c r e d it s  under (a) and (b) of this s e c t i o n ,  

the credit allowed under (a) of this s e c t io n  sh all be a p p l ie d  before 

a p p ly in g  any credit under (b) of this s e c t io n . C r e d i t  under (b) of 

this s e c t io n  shall be a p p l i e d  only to the extent that the combined 

amount of ap p lied  c r ed it  under (a) and (b) of t h is  s e c t io n  does not e x ­

ceed three-quarters of the total amount of tax l e v i e d  under t h is  chap­

ter for all of the t a x p a y e r 's  taxable p r o p e r t ie s. I f  the amount of the 

c r ed it  under (b) of th is s e c t i o n  exceeds the amount that may be a p p l ie d  

for a tax year ag ain s t the tax lev ied  under t h is  chapter, the excess 

cr ed it  under (b) of th is s e c t i o n  may be carried forward and a p p l ie d  i n  

subsequent tax years u n t il  i t  has been exhausted.

(d) For purposes of determining and a p p l y i n g  credits under (a) 

and (b) of this s e c t i o n ,  tax p a id  by a taxpayer under AS 4 3 . 2 0  shall be 

treated the same as i f  i t  had been p a id  under A S  4 3 . 2 1 ,  but only i f  the 

taxpayer would have been sub ject to AS 4 3 . 2 1  had the taxpayer been a
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corporation.

S e c .  4 3 . 5 8 . 0 5 1 .  REDETERMINATION OF L I A B I L I T Y .  I f  the Income tax 

l i a b i l i t y  of a taxpayer or the t a x p a y e r 's  consolidated business under 

AS 4 3 . 2 0  or AS 4 3 . 2 1  for a tax period i s  redetermined and adjusted 

after the credit for that tax period has been ap p lied  under AS 4 3 . 5 8 . -  

0 4 1 ,  or i f  the income tax l i a b i l i t y  of the taxpayer or the taxpayer's 

c o n s o l id a t e d  b u sin es s i s  redetermined under AS 4 3 . 2 0  and adjusted after 

the c r e d it  for that tax period has been app lied under AS 4 3 . 5 8 . 0 4 1 ,  

then the tax pay er 's  tax l i a b i l i t y  under this chapter for the tax year 

in  which the credit was applied shall be redetermined, taking into 

account the adjustment to the t a x p a y e r 's  income tax l i a b i l i t y .

S e c .  4 3 . 5 8 . 0 6 1 .  ASSESSMENT. (a) The department shall assess 

taxable property under this chapter to the owner of i t  at its full and 

true v a lu e  as of Ju l y  1 of each tax year.

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

ter i s  the estimated price that the property would bring for it s  proven 

reserves in  an open market and under the then p r e v a il in g  market con­

d i t i o n s  in  a sale between a w il l in g  seller and a w il l in g  buyer both 

conversant with the property and with p r e v a il in g  v a lu e s. In determin­

in g  t h is  value, the department shall consider al l  factors that may be 

known by the department to affect the value of taxable property, in ­

c l u d in g  but not l im i t e d  to the discou n ted present value of the expected 

future net income from the proven reserves of the taxable property.

(c )  In  a s s e s s in g  taxable property under this chapter, the depart­

ment may not in clu d e the assessed v alu e of property subject to tax un­

der AS 4 3 . 5 6 .

(d) In  d is c o u n t in g  the expected future net income from the tax­

able property to i t s  present value under (b) of this se ct io n , the de­

partment shall presume that the appropriate discount rate is  1 1 . 6  per -
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centage points above the rate of in fla t io n  im p l ic it  in  the GNP deflator 

over the f i v e  calendar years immediately preceding the assessment date.

A  taxpayer may rebut this presumption only by proving to the department 

by clear and convincing evidence that the use of the presumed discount 

rate in  the valuation of the property would result in  constructive 

fraud. In  this subsection, "GNP deflator" means the deflator for the 

gross national product published by the United States Department of 

Commerce.

Sec. 4 3 .5 8 .0 7 1 .  ASSESSMENT ROLL. The department shall prepare 

annually the assessment roll for taxation under this chapter. The roll 

shall contain:

(1) a description 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.

S e c .  4 3 .5 8 .0 8 1 .  ASSESSMENT N O TIC E. On or before October 15 of 

each tax 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 i s  e f f e c ­

t iv e  on the date of it s  m a ilin g .

S e c .  4 3 . 5 8 .0 9 1 .  APPEAL. (a) A person aggrieved by the a c t io n  of 

the department in  making an assessment may appeal that action and ob­

t ain  a formal hearing upon it s  v a l i d it y  before the department by f i l i n g  

written objections to the assessment not later than 20 days after the 

ef f e c t iv e  date of the assessment n o tic e.

(b) The procedures for conduct of the formal hearing shall be in

accordance with AS 4 3 . 0 5 . 2 4 0 .  At the hearing the appellant bears the 

burden of proof. In  the absence of this proof the assessment i s  to be

upheld by the department. I f  the department, after hearing, determines
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that a correction of the assessment I s  warranted, the department shall 

correct the assessment and the assessment r o l l .

(c) W ith in 30 days after the d e c i s io n  b y  the department follow ing 

the hearing, a person aggrieved by that d e c i s i o n  may appeal to the s u ­

perior court.

S e c .  4 3 . 5 8 . 1 0 1 .  C E R T IF IC A T IO N .  On or before February 1 of the 

tax yea r , the department shall c e r t if y  the f i n a l  assessment roll. The 

department shall m ail  to the owner., operator, or other person f i l i n g  a 

return and p a y in g  tax on the taxable property a statement of the amount 

of tax due no later than March 15 o f  the tax year.

S e c .  4 3 . 5 8 . 1 1 1 .  SUPPLEMENTAL ASSESSMENT R OLLS. The department

s h a l l ,  using the procedures set out in  th is chapter for the o r ig in a l  

r o l l ,  prepare a supplemental assessment r o ll to in clu d e property 

om itted from the or ig in al roll and property from which commercial 

production commences after the b egin n in g of the tax y ea r. I f  property 

i s  included on the supplemental assessment roll because commercial 

production from i t  commences after the b e g in n in g  of the tax year, the 

a s s e s s e d  value of the property shall be reduced pro rata in  proportion 

to the portion of the tax year preceding the commencement of commercial 

production from the property.

S e c .  4 3 . 5 8 . 1 2 1 .  IN V E S T IG A T IO N . (a) The department may make an 

i n v e s t i g a t i o n  of property on which a return has been f i l e d  or on prop­

er ty for which no return has been f i l e d .  In  either c a s e ,  the depart­

ment shall make it s  own valuation of the taxable property, which i s  

prim a f a cie  e v id e n c e  of full and true v a l u e .

(b) An employee or agent of the department may enter any premises 

necessary for the in v e s t ig a t io n  during reasonable hours and may examine 

property and other appropriate records. The owner of taxable property, 

upon request, shall furnish to the employee or agent of the department
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reasonable a s s is t a n c e  r equ ir ed  for the i n v e s t i g a t i o n .  I f  an employee 

or agent of the department s e e k in g  to enter any pr em ises n ecessary for 

a n  in v e s t ig a t io n  under t h is  s e c t i o n  or to o b tain  reason ab le a s s is t a n c e  

required for an i n v e s t i g a t i o n  under th is s e c t io n  i s  r efu sed  entry or 

a s s is t a n c e ,  the superior court may, after reasonable n o t i c e  to and 

hearing of the owner, order the owner to allow the entry or to furnish 

the a s s is t a n c e .

(c) For the purpose of the in v e s t i g a t i o n ,  the owner, operator, or 

other person f i l i n g  a return and paying the tax on the taxable property 

or his representative may be required to present h im s e l f  for exam ina­

t io n  under oath by the departm ent.

Sec. 4 3 . 5 8 . 1 3 1 .  L I M I T A T I O N S  ON A S S ES SM E N T , C O L L E C T I O N ,  AND REFUND 

O F  TAXES. The l i m i t a t io n s  on assessm en t, c o l l e c t i o n ,  and refund of 

taxes under AS 4 3 . 0 5 . 2 6 0 ,  4 3 . 0 5 . 2 7 0 ,  and 4 3 . 0 5 . 2 7 5  a p p l y  to the tax 

l e v ie d  under this chapter except that a r ed eter m in ation  of tax under 

A S  4 3 . 5 8 . 0 4 1 ( d )  is  not s u b j e c t  to these l i m i t a t i o n s .

Sec. 4 3 . 5 8 . 1 4 1 .  RETURNS AND PAYMENT OF T A X . (a )  A  return of 

taxable property shall be submitted no later than August 1 on the form 

prescribed b y  the department based on property v a l u e s  e x i s t i n g  on 

Ju ly 1 of each tax year

( 1 )  by a per son who i s  the owner of the property, or who

controls that property as agen t, or on account of any other person;

( 2 )  by a g u a r d ia n  or other person who has charge of taxable 

property b elo n g in g  to a m inor or other person;

( 3 )  by the t r u stee of a trust estate h o l d in g  taxable proper­

ty in  trust for the b e n e f i t  of another person;

(4 )  by the executor or adm inistrator of a  decea s ed  p e r s o n 's  

estate which includes t a x a b l e  property;

( 5 )  by the r e c e iv e r  of a corporation h a v in g  taxable
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property.

(b ) The person required to submit the return s p e c if i e d  under (a) 

of t h is  s e c t io n  i s  primarily lia b le  for payment of the tax levied by 

this chapter. The persons or estates s p e c i f i e d  in  ( a ) ( 2 )  -  (5) of this 

se c t io n  i n  whose behalf the tax levied  by this chapter i s  to be paid 

are second ar ily l ia b l e  for payment of the tax. With the written ap­

proval of the department, an operator or nonoperator of the lease or 

property may submit returns or make payment of the tax lev ie d  under 

this chapter on behalf of h im self and such other persons as the depart­

ment may approve.

( c )  The tax levied under this chapter i s  payable to the depart­

ment on or before June 30 of each tax year or in  installm ents, includ­

in g  prepayments, at the tim es and under the cond itions the department 

may by r egu lation require. Th is tax i s  payable on the due date set out 

i n  th is su b section  or at the times required by the department under it s  

regulations even though the assessment i s  under appeal or the v a l i d it y ,  

e n f o r c e a b il it y ,  or a p p lic a t io n  of this chapter or any pr o visio n  of this 

chapter i s  challenged before the department or in  the courts.

(d) With the prior written approval of the department, a person 

su b m ittin g returns or making payments* as required under this chapter 

for more than one taxable property may regard those properties as a 

s in g l e  taxable property for purposes of submitting those reports or 

making those payments.

(e )  A person making payment of the tax l ev ie d  under this chapter 

on behalf of one or more other persons owning or otherwise holding an 

in te r e st  in  a taxable property may withhold a proportionate share of 

the payment from any proceeds or other b en ef its  from the taxable prop­

erty owed to a person on whose behalf the payment i s  made. Unless 

otherwise s p e c i f i c a l l y  provided by written contract or agreement, the

- 1 5 -  HCSSB 5 2 4 ( F i n )  am H

1

"V



,1

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

person so withholding a proportionate share of the tax l e v ie d  under 

this chapter incurs no l i a b i l i t y  to those from whom it  i s  withheld by 

virtue of having made the w itholding.

(f) By written n otice the department may require a person f i l i n g  

a return to submit a d d ition a l information to the department w ithin 30 

days.

Se c . 4 3 . 5 8 . 1 5 1 .  REGULATIONS. The department may adopt regula­

tions in  accordance with the Ad m in istr ative  Procedure Act (AS 4 4 .6 2 )  as 

appropriate to adm inister and enforce this chapter.

S e c .  4 3 . 5 8 . 1 6 1 .  D E F I N I T I O N S .  I n  this chapter

(1) "commercial production" means the production of o il  or 

gas for purposes of sa le  or other b e n e f ic ia l  use, except when the sale 

or b e n ef ic ia l  use i s  in cid enta l to the testing of an unproven well or 

unproved completion interval ;

(2) "department" means the Department of Revenue;

(3) " g a s "  means all hydrocarbon substances not defined as 

o il  in  this chapter;

(4) " o i l "  means crude petroleum and other hydrocarbons re­

gardless of gravity that, when recovered, are recovered at the wellhead 

in  l iq u id  form, and the l iq u id  hydrocarbons known as d i s t il l a t e  or 

condensate that are recovered by separation from gas other than at a 

gas processing plant;

(5) "operator" means the person conducting the exploration, 

development, or production operation for a property;

(6) "property" means any right, t it l e ,  or interest in  or the 

right to produce or recover o il  or gas in clu din g :

(A) a mineral in terest;

(B) a leasehold In ter est;

(C) a working in ter est , royalty interest, overriding

- 1 6 -  HCSSB 5 2 4 (F in ) am H

m rT'm§ :

r

i



O

1

2

3

4

5

6

7

8 

9

10

11

12

13

14

15

16

17

18 

IB 

20 

21 

22

23

24

25

26

27

28 

29

r o y a l t y  in t e r e s t ,  production payment, n et profit in t e r e s t ,  or any 

other in ter est i n  a l e a s e ,  c o n c e s s io n , j o in t  venture, or other 

agreement for o i l  and gas exploration, development, or production!

(D) a working in ter est, r o y a l t y  in ter est, overriding 

r o y a l t y  i n t e r e s t ,  production payment, net profit in t e r e s t ,  or any 

other in te r e st  i n  an agreement for u n i t i z a t i o n  or p o o l in g  under 

the p r o v is io n  of sec. 6 1 4 ( b ) ( 3 )  of the Internal Revenue Code of 

1 9 5 4  as d e f i n e d  on the e f f e c t iv e  d a t e  of this paragraph;

(7) "p r o ve n  reserves" means the volumes of o i l  and gas in  a 

known d e p o s it  which g eolog ical and e n g in e e r in g  information in d ic a te to 

be recoverable i n  the future under p r e v a i l i n g  economic con d itio n s and 

technology; '

(8) " t a x  year" means a calendar p er io d  b eg in n in g  on July 1 

of one calendar year and en d in g  on June 3 0  of the follow ing calendar 

year;

(9) "t a x a b l e  property" means a property h aving commercial 

production.

* S e c . 9 .  AS 4 3 . 5 8 . 0 4 1  has been included i n  s e c .  8 of this Act so that 

persons su b ject to the tax under AS 4 3 .2 1  w il l  not bear the cumulative b u r - 

ien of both the tax under AS 4 3 . 2 1  and AS 4 3 . 5 8 .  It  is  the in tent of the 

Legislature that the in c l u s io n  of this s e c t io n  granting tax c r ed its  does not 

Ln any manner change the intent, v a l i d i t y ,  or e n f o r c e a b il it y  of the basic ad 

/alorem ta x  imposed b y  this A c t . I f  the i n c l u s i o n  of AS 4 3 . 5 8 . 0 4 1 ,  or any 

>ortion of i t ,  r esu lts in  a J u d i c i a l  d e c i s i o n  that the ad valorem tax im­

posed by t h is  Act i s  i n v a l id ,  then AS 4 3 . 5 8 . 0 4 1 ,  or that por tion  of it  that 

causes the i n v a l i d i t y ,  i s  v oid  and of no e f f e c t ,  and AS 4 3 . 5 8 ,  enacted i n  

lec. 8 of th is A c t , shall be read as i f  that s e c t i o n  or that portion of i t  

lad never been in c l u d e d .

* S e c .  1 0 .  I f  an exemption under AS 4 3 . 5 8 . 0 3 1 ( 1 ) ,  ( 2 ) ,  or (3) is  held
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i n v a l i d  by a f i n a l  judgment of a court from which an appeal i s  not taken, 

then that exem ption  i s  v o i d ,  and AS 4 3 . 5 8 ,  enacted in  s e c .  8 of this A c t ,  

s h a l l  be read as i f  that exemption had never been in clu ded.

*  S e c .  1 1 . I f  the method of d e t e r m in in g  t a x a b le  income under either 

A S  4 3 . 2 1 . 0 2 0  or 4 3 . 2 1 . 0 3 0  i s  held i n v a l i d  by a f i n a l  judgment of a court 

from which an appeal i s  not taken, and i f  as a result of that judgment a 

corporation, whether or not a party named in  that judgment, r e c e iv e s  a re­

fund of taxes or e s t im a t ed  taxes p a i d  under AS 4 3 . 2 1 ,  then the p r o v is io n s  of 

A S  4 3 . 2 0  app ly to that corporation for the e n t ir e  period for which i t  re­

c e i v e s  the r efund.

*  S e c .  1 2 .  (a )  Notw ithstanding the p r o v i s io n s  of AS 4 3 . 5 8 . 0 2 1 ( b ) ,  en­

a c t e d  in  s e c .  8 of th is A c t ,  the r ate of levy under AS 4 3 . 5 8  for the tax 

year b eg in n in g  J u l y  1 ,  1 9 8 1 ,  i s  30 m i l l s .

(b) N otw ith sta n din g the p r o v i s i o n s  of AS 4 3 . 5 8 . 0 4 1 ( c ) ,  enacted i n  

s e c .  8 of t h is  A c t ,  for the tax year b e g in n in g  July 1, 1 9 8 1 ,  credit under 

A S  4 3 . 5 8 . 0 4 1 ( b )  shall be a p p lied  o n l y  to the extent that the combined amount 

of applied c r e d it  under AS 4 3 . 5 8 . 0 4 1 ( a )  and (b) does not exceed tw o-th irds 

of the total amount of tax l e v i e d  under AS 4 3 . 5 8  for a l l  of the t a x p a y e r 's  

taxable p r o p e r t ie s .

* S e c .  1 3 .  T R A N S I T IO N .  During the f ir s t  year of the annual tax l e v ie d  

under AS 4 3 . 5 8 . 0 2 1 ,  the value of ta x a b le property shall be a s s e s s e d  as of 

the e f f e c t i v e  date of s e c .  8 of t h i s  A c t. During the f i r s t  year of the tax 

l e v ie d  under AS 4 3 . 5 8 . 0 2 1 ,  the return requ ir ed under AS 4 3 . 5 8 . 1 4 1  shall be 

submitted no later than 30 days after  the e f f e c t i v e  date of s e c . 8 of this 

Ac t, and the Department of R evenue shall send the n o t i c e  of assessment 

required under AS 4 3 . 5 8 . 0 8 1  no l a ter  than 6 0  days after the e f f e c t i v e  date 

of s e c . 8 of this A c t .

* S e c .  1 4 .  AS  4 3 . 2 1 . 0 4 0 ( d )  and (e) are repealed.

* S e c .  1 5 .  A S  4 3 . 5 5 . 0 1 1 ( d ) ,  4 3 . 5 5 . 0 1 2 ( a ) ,  4 3 . 5 5 . 0 1 8 ;  AS 4 3 . 5 8 . 0 1 0 ,
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£ >3 .5 8 .0 2 0 ,  4 3 . 5 8 . 0 3 0 ,  4 3 . 5 8 . 0 4 0 ,  4 3 . 5 8 . 0 5 0 ,  4 3 . 5 8 .0 6 0 ,  4 3 . 5 8 . 0 7 0 ,  4 3 . 5 8 . 0 8 0 ,  

^ 3 . 5 8 . 0 9 0 ,  4 3 . 5 8 . 1 0 0 ,  4 3 . 5 8 . 1 1 0 ,  4 3 . 5 8 . 1 5 0 ,  4 3 . 5 8 .1 6 0 ,  4 3 . 5 8 . 1 7 0 ,  4 3 . 5 8 . 1 8 0 ,  

^ 3 . 5 8 . 1 9 0 ,  and 4 3 . 5 8 . 2 0 0  are repealed.

* S e c .  16. Se c t io n s  1 -  7 ,  11, and 14 of this Act are retroactive to 

lanuary 1, 197 8, and app ly to tax years beginning after December 3 1 ,  1977.
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