
C O M M I T T E E  R E P O R T

H O U S E

M r. S p e a k e r :  D a t e ______________________

i I  *
Th e  C o m m i t t e e  o n __________________________ h a s  h a d ___________________________

u n d e r  c o n s i d e r a t i o n .  A M a j o r i t y  o f  t h e  me m b e r s  o f  t h e  C o m m i t t e e

( ) r e c o m me n d s  i t  DO PASS

( ) r e c o m me n d s  i t  DO MOT PASS

( ) r e c o mme n d s  i t  DO PASS WITH ATTACHED AMENDMENT( s)

( ) r e c o m me n d s  i t  BE REPLACED WITH CS F O R __________________ AND THAT

CS F O R _______________________ DO PASS

( ) " a n d "  r e c o m me n d s  i t  BE REFERRED TO THE ____________________________

COMM I TTEE

( ) r e p o r t s  i t  b a c k  WITHOUT RECOMMENDATION 

( ) " o t h e r ' "

Me mb e r s  s i g n i n g  t h e  M a j o r  i t  y r e p o r t  :

Me mb e r s  NOT c o n c u r r i n g  i n  t h e  Ma j  o r i t  y r e p o r t :

■ * r e c  ommend s  :

___________________________  r e c o m m e n d s :
J

_______________________  __ •• e c o m m e n d  si s

___________________________  r ec om men ds:

________________________________ r e c o m m e n d s :

C ha i rma n
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* Sec. 7. A S  '13.55.020(f) is a m e n d e d  to read:

(f) If oil o r  gas is sold u n d e r  c i r c u m s t a n c e s  w h e r e  the 

s a l e  p r i c e  d o e s  n o t  r e p r e s e n t  the [CASH PRICE] p r e v a i l i n g  

v a l u e  f o r  o i l  o r  gas o f  l i k e  kind, c h a r a c t e r  or q u a l i t y  in 

the f i eld o r  a r e a  f r o m  w h i c h  t h e  p r o d u c t  is p r o d u c e d ,  the 

d e p a r t m e n t  m a y  r e q u i r e  the tax to be  p a i d  u p o n  t h e  b a s i s  

Of the v a l u e  [ P R E V A I L I N G  P R I C E  T H E N  P A I D  A T  T H E  T I M E  O F  

P R O D U C T I O N  O F  T H E  O I L  O R  GAS I N  T H E  F I E L D  FOR] of  o i l  or 

ga s  of t h e  s a m e  kind, q u a l i t y  a n d  c h a r a c t e r  p r e v a i l i n g  d u r i n g  

the c a l e n d a r  m o n t h  of p r o d u c t i o n  for t h a t  f i e l d  o r  area.
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THE LEGISLATURE OF THE STATE OP ALASKA 
PISCAL MOTE

Second Session - Ninth Legislature

B i l l  No. House Bill No. 583 
T i t l e :

I. REQUEST

O i l  and gas  e x p lo r a t io n ,  p r o d u c t io n  and  p i p e l i n e  t r a n s p o r t a t io n  p r o p ,  t a x

R equ e s t e d  by :  House F in an c e  Comm it te e _______________

R e t u r n  Da te  R equ e s t e d :  As soon as p o s s ib le

A g en c y : Revenue___________________________________________

Date 1-21-76

P r o g r am : P e tro le u m  Revenue

I I .  F ISCAL DETAIL
Budge t  R eques t  U n i t ( s )  A f f e c t e d : P e tro le u m  Revenue

A. EXPENDITURES: (Thousands  o f  d o l l a r s )

OBJECT FY 76 FY 77 FY 78 FY 79 FY 80 FY  81
100  FERSONAL SERVICES
200  TRAVEL
300 CONTRACTUAL
A00 COMMODITIES
500 EQUIPMENT
600  LAND f< STRUCTURES
700  GRANTS, CLAIMS, ETC.

TOTAL
None None None None None None

B. FUNDING: (Thousands  o f  d o l l a r s )

GENERAL FUND
FEDERAL FUNDS
OTHER

C. POSITIONS: 

PERMANENT/TEMPORARY / / / / / /MAH MONTHS ( P . / T . ) / / . / _ 7
/ ' /

I I I .  ANALYSIS ( S e e  F i s c a l  Note P r e p a r a t i o n  I n s t r u c t i o n s ,  S e c t i o n  I I I )

I V . ATTACHMENTS
See a t ta c h e d  memorandum d a te d  J an u a ry  1 2 , 1976 fro m  F r e d e r ic k  P . B o e ts c h , 

D e pu ty  C o m m is s io n e r , T a x a t io n  to  S t e r l i n g  G a l la g h e r ,  C o m m is s io n e r  o f  R evenue .

D A T E :  J an u a ry  2 9 , 1970 PREPARED B Y :

O r i g i n a l :  L e g i s l a t i v e  F inance  
cc :  Budget  and Management

Pr ime S p on s o r  ( F i r s t  L e g i s l a t o r  Named)

F r e d e r ic k  P . B o e ts c h , D eputy C o dm is s io r .e r  

T a x a t io n ,  D epartm en t o f  Revenue
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Original sponsor: Rules Committee by request
of the Governor

IN  THE HOUSE BY THE FINANCE COILIITTEE
CS FOR HOUSE B I L L  HO. 5 83  

IN  Tins LEGISLATURE OF THE STATE OF ALASKA 
NINTH LEGISLATURE -  SECOND SESSION 

A B IL L
F o r  an Ac t  e n t i t l e d :  “ An Act r e l a t i n g  t o  o i l  and g a s  t a x e s :  and p r o v i d i n g

f o r  an  e f f e c t i v e  d a t e . "
BE I T  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

S e c t i o n  J .  AS A3- 5 6 . 0 1 0 ( b )  i a  amended t o  r e a d :
( b )  A m u n i c i p a l i t y  may l e v y  and c o l l e c t  a  t a x  u n a e r  AS 2 9 - 5 3 . 0 A 5  

a t  t h e  r a t e  o f  t a x a t i o n  t h a t  a p p l i e s  t o  o t h e r  p r o p e r t y  t a x e d  by  t h e  
m u n i c i p a l i t y .  The [A ]  t a x  [COLLECTED BY A MUNICIPALITY AS AUTHORIZED 
)V I AS 2 9 . 5 3 . 0 A 5  SHALL BE CREDITED AUAINET THE TAX LEVIED UNDER ( a )  OF 
TH IS  SECTION AND] s h a l l  l ie l e v i e d  a t  a r a t e  no h i g h e r  t h a n  t h e  r a t e  
a p p l i c a b l e  t o  o t h e r  p r o p e r t y  t a x a b l e  by t h e  m u n i c i p a l i t y .  No m u n i c i ­
p a l i t y  may exempt  f r om  t a x a t i o n  p r o p e r t y  a u t h o r i s e d  t o  be t a x e d  u n d e r  
t i l l s  c h a p t e r .  E x em p t i o n s  s h a l l  be l i m i t e d  t o  t h o s e  i n  /IS 2 9 - 5 3 . 0 2 0  ami
2 9 . 5 3 . 0 2 5  and s e c .  20  o f  t h i s  c h a p t e r .

Iv il !t S e c .  2 .  AS A3 . 5 6 . 0 1 0  i s  amended by a d d i n g  a n e v  s u b s e c t i o n  t o  r e a d :

In 
11

IV
it
I •!
1.'.! 
1 /.

(<1) A t a x  p a i d  t o  a m u n i c i p a l i t y  u n d e r  AS 2 9 - 5 3 .  0 A5  on o r  b e f o r e  
J u n e  3 0  o f  t h e  t a x  y e a r  s h a l l  be c r e d i t e d ,  a g a i n s t  t h e  t a x  l e v i e d  u n d e r
( a )  o f  t h i s  s e c t i o n  f o r  t h a t  t a x  y e a r .  I f ,  h o w e v e r ,  a t a x  i s  n o t  p a i d  
t o  a m u n i c i p a l i t y  u n t i l  a f t e r  June  30 o f  t h e  t a x a b l e  y e a r ,  t h e  d e p a r t ­
ment; upon a p j . i l l c a . t i o h  s h a l l  r e f u n d  t o  t h e  t a x p a y e r  t h e  amount o f  t a x  
p a i d  t o  t h e  m u n i c i p a l i t y  u n d e r  AS 2 9 • 5 3 - 0 A5 .  The  c r e d i t  o r  r e f u n d  o fi*
t a x e s  p a i d  t o  a m u n i c i p a l i t y  may n o t  e x c e ed  t h e  t o t a l  amount o f  t a x  
l e v i e d  by  che d e p a r tm en t  upon v ho t u x n a y e r  f o r  t h e  t a x  year* ,  u n d e r  ( a )
o f  t h i s  s e c t i o n .

* S e c .  3 .  AS A3 . 5 6 . 1 5 0 ( a )  I s  amended t o  r e a d :

I,

-1- CSJIB 583



( a )  The  t a x  l e v i e d  by s e e .  1 0 ( a )  o f  t h i s  c h a p t e r  i s  p a y a b l e  t o
t h e  d e p a r tm e n t  on o r  b e f o r e  June  3 0 [SEPTEMBER 3 0 ]  o f  t h e  t a x a b l e  y e a r .

”  S e e .  4 .  AS h3♦ 56  i s  amended by a d d i n g  '  new s e c t i o n  t o  r e a d :
Sec. 43.56.135* CERTIFICATION. No later than June 1 of each year, 

the department shall certify the final assessment roll and mail to the 

owner of the taxable property or his authorized agent a statement of the 

amount of tax due. 

s Sec. 5* AS 43.56.130(h) is repealed.

R S e c .  6 .  AS 4 3 . 5 5  i s  amended by a d d i n g  a new s e c t i o n  t o  r e a d :
Sec. 43.55*150* DETERMINATION OF CROSS VALUE. (a) For she pur­

poses of this chapter, the gross value shall be calculated using the 

reasonable costs of transportation of the oil or gas. Th reasonable 

coats of transportation shall be the actual costa, except

(1) when the parties to the transportation of oil or gas are 

affiliated;

(2) when the contract for the transportation of oil or gas is 

not an arm's length transaction or is not representative of the market 

value of that transportation;

(3) when the method of transportation of oil o?’ gas is not 

reasonable in view of existing alternative methods of transportation.

(b) If the actual costs of transportation exceed the reasonable 

costs under (a) of this section, the department shall determine the 

reasonable costs of transportation of the oil or gas.

K Sc-c. 7* AS 43.55.020(f) is amended to read:

(f) If oil oj' gas Is sold under circumstances where the sale 

price does not represent the [CASH PRICE] prevailing value for oil or 

gas of like kind, character or quality in the field or area from which 

the product is produced, the department may require the tax to be paid 

upon the basic of the value [PREVAILING PRICE TH E N  PAID AT THE TIME CF 

CuRli 5 6 3



PRODUCTIC Jl' THE O IL  OR GAS IM THE F IELD  FOP.] o f  o i l  o r  c a s  o f  t h e  
san.e h i n d ,  q u a l i t y  and c h a r a c t e r  p r e v a i l : !m~  cur l n p ;  t h e  c a l e n d a r  inor.th 
o f  p r o d u c t i o n  f o r  t h a t  f i e l d  o r  a r £ i i •

jj
s S e c .  A. T h i s  Act i s  r e t r o a c t i v e  t o  J a n u a r y  1 ,  1 9 76 *
}: S e c .  9 .  T h i s  Act t a k e s  e f f e c t  i r ,m e d i a t e l y  i n  a c c o r d a n c e  w i t h  AS 0 1 . 1 0 .  

0 7 0 ( c ) .
/
(i
9
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Yj.

13
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19
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HOUSE JOURNAL

COIin 5 8 3  

L e t t e r  o f  I n t e n t

H o u s e  B i l l  5 8 3 ,  w h i c h  war; i n t r o d u c e d  b y  t h e  R u l e s  C o m m i t t e e  

b y  r e q u e s t  o f  t h e  G o v e r n o r ,  p r o v i d e s  t h a t  t h e  e x i s t i n g  

a d  v a l o r e m  t a x  o n  p i p e l i n e s  a n d  r e l a t e d  e q u i p m e n t  s h a l l  

b e  c o l l e c t e d  o n  J u n o  30 r a t h e r  t h a n  S e p t e m b e r  30 , b e g i n n i n g  

i n  1 9 7 6 .  T h e  e f f e c t  o f  t h e  b i l l  w i l l  b e  t o  p u t  r e v e n u e s  

w h i c h  o t h e r w i s e  w o u l d  h a v e  b e e n  p a y a b l e  i n  i'V 1 9 7 7  i n t o  

F Y  1 9 7 6 ,  t h e r e b y  r e l i e v i n g  a c a s h  f l a w  p r o b l e m  w h i c h  

t h e  S t a t e  m a y  f a c e  i n  t h e  n e x t  t h r e e  f i s c a l  y e a r s .

T h e  b i l l  w a s  a m e n d e d  b y  t h e  F i n a n c e  C o m m i t t e e  i n  o r d e r  

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

a d v e r s e l y  a f f e c t  t h e  S t a t e ' s  f u t u r e  r e v e n u e s .

S e c ,  6  o f  t h e  c o m m i t t e e  s u b s t i t u t e  f o r  H B  5 8 3  a d d s  t o  

S e c .  <13.55, w h i c h  r e l a t e s  t o  t h e  o i l  a n d  g a s  p r o p e r t i e s  

p r o d u c t i o n  ( s e v e r a n c e )  t a x ,  a - e c t i o n  w h i c h  w o u l d  a l l o w  

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

t i o n  c o s t s  w h e r e  a t a x p a y e r ' s  a c t u a l  t r a n s p o r t a t i o n  c o s z s  

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

T h e  g r o s s  p r o d u c t i o n  t a x  i s  b a s e d  o n  a p e r c e n t a g e  o f  

t h e  w e l l h e a d  v a l u e ,  w h i c h  i s  d i m i n i s h e d  b y  a n y  i n c r e a s e  

i n  t r a n s p o r t a t i o n  c o s t s .

S e c .  7 o f  t h e  c o m m i t t e e  s u b s t i t u t e  r e v i s e s  s o m e w h a t  t h e  

e x i s t i n g  l a n g u a g e  o f  A . S. <13 . 55. 0 2 0  ( f ) i n  o r d e r  t o  a l l o w  

t h e  D e p a r t m e n t  o \  R e v e n u e  t o  c o m p u t e  t h e  v a l u e  o f  o i l  

o r  g a s  p r o d u c e d  in t h e  f i e l d  c r  a r e a .

T h e  a m e n d m e n t s  w o u l d  c o d i f y  a  p o w e r  w h i c h  t h e  D e p a r t m e n t  

a l r e a d y  h a s ,  b o t h  w i t h  r e s p e c t  l o  A . S .  4 3 . 5 5  a n d  f o r  

t h e  p u r p o s e  o f  d e t e r m i n i n g  t h e  S t a t e ' s  r o y a l t y  s h a r e  

u n d e r  e x i s t i n g  c o n t r a c t s .  T h e  p u r p o s e  o f  S e c .  6  is t o  

p r e v e n t  t h e  p r a c t i c e  c o m m o n l y  k n o w n  a s  " t r a n s f e r  p r i c i n g ”, 

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

a m o u n t  w h i c h  i s  in e x c e s s  o f  t h e  m a r k e t  p r i c e  f o r  t r a n s p o r ­

t a t i o n ,  f o r  t h e  p u r p o s e  o f  r e d u c i n g  t h e  a f f i l i a t e d  c o m p a n y ' s  

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

t r a n s p o r t i n g  c o m p a n y  a n d  s t a t e  t a x a t i o n  i s  a v o i d e d .

S e c .  7 p r e v e n t s  a n  a f f i l i a t e d  p u r c h a s e r  f r o m  b u y i n g  o i l  

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

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

t a x a t i o n .

I t  s h o u l d  b e  e m p h a s i z e d  t h a t  t h e  C o m m i t t e e  is o f  t h e  

o p i n i o n  t h a t  t h e  D e p a r t m e n t  a l r e a d y  h a s  t h e  p o w e r s  w h i c h  

a r e  c o d i f i e d  i n  t h e  a m e n d m e n t ,  a n d  t h a t  t h e  w o r d s  " p r i c e "  

a n d  " v a l u e "  a r e  n o t  s y n o n y m o u s  f o r  t h e  p u r p o s e  o f  A . S .  43 .55 

o r  f o r  s e t t i n g  s t a t e  r o y a l t i e s .

R e s p e c t f u l l y  s u b m i t t e d ,

h u g h  M a l o n e ,  C h a i r m a n  

d l o u s e  F i n a n c e  C o m m i t t e e



BY THE RULES COMMITTEE EY
IN THE HOUSE REQUEST OF THE GOVERNOR

HOUSE B I L L  NO. 5 8 3  

IN THE LEGISLATURE OF THE STATE OF ALASKA 
NINTH LEGISLATURE -  SECOND SESSION 

A B I L L
F o r  an  Ac t e n t i t l e d :  "An Act r e l a t i n g  t o  t h e  o i l  and  ga s  e x p l o r a t i o n ,

p r o d u c t i o n  and p i p e l i n e  t r a n s p o r t a t i o n  p r o p e r t y  
t a x e s ;  and p r o v i d i n g  f o r  an e f f e c t i v e  d a t e . "

BE I T  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* S e c t i o n  1 .  AS * 4 3 . 5 6 . 0 1 0 ( b )  i s  amended t o  r e a d :

( b )  A m u n i c i p a l i t y  may l e v y  and  c o l l e c t  a t a x  u n d e r  AS 2 9 . 5 3 . 0 * 1 5  
a t  t h e  r a t e  o f  t a x a t i o n  t h a t  a p p l i e s  t o  o t h e r  p r o p e r t y  t a x e d  by th e  
m u n i c i p a l i t y .  The [ A ]  t a x  [COLLECTED BY A MUNICIPALITY AS AUTHORIZED 
BY AS 2 9 . 5 3 . 0 * 4 5  SHALL BE CREDITED AGAINST THE TAX LEVIED UNDER ( a )  OF 
THIS SECTION AND] s h a l l  be l e v i e d  a t  a r a t e  no h i g h e r  t h a n  t h e  r a t e  
a p p l i c a b l e  t o  o t h e r  p r o p e r t y  t a x a b l e  by t h e  m u n i c i p a l i t y .  No m u n i c i ­
pa l : !  t y  may exempt f r o m  t a x a t i o n  p r o p e r t y  a u t h o r i z e d  t o  be t a x e d  u n d e r  
t h i s  c h a p t e r .  E x em p t i o n s  s h a l l  bo l i m i t e d  t o  t h o s e  i n  AS 2 9 . 5 3 . 0 2 0  
and 2 9 . 5 3 . 0 2 5  an a  s e c .  2 0  o f  t h i s  c h a p t e r .

* S e c .  2 .  AS A3 . 5 6 .O IO  i s  amended by a d d i n g  a new s u b s e c t i o n  t o  r e a d :
( d )  A t a x  p a i d  t o  a m u n i c i p a l i t y  u n d e r  AS 2 9 . 5 3  0*45 on o r  b e f o r e  

June  30  o f  t h e  t a x  y e a r  s h a l l  be c r e d i t e d  a g a i n s t  t h e  t a x  l e v i e d  u n d e r  
( a )  o f  t h i s  s e c t i o n  f o r  t h a t  t a x  y e a r .  I f ,  h ow e v e r ,  a t a x  i s  n o t  p a i d  
t o  a m u n i c i p a l i t y  u n t i l  a f t e r  J u n e  30 o f  t h e  t a x a b l e  y e a r ,  t h e  d e p a r t ­
ment upon a p p l i c a t i o n  s h a l l  r e f u n d  t o  t h e  t a x p a y e r  t h e  amount o f  t a x  
p a i d  t o  t h e  m u n i c i p a l i t y  u n d e r  AS 2 9 . 5 3 . 0 * 4 5 .  The  c r e d i t  o r  r e f u n d  o f  
t a x e s  p a i d  t o  a m u n i c i p a l i t y  may n o t  e x c e e d  th e  t o t a l  amount o f  t a x  
l e v i e d  by t h e  d e p a r tm e n t  upon t h e  t a x p a y e r  f o r  t h e  t a x  y e a r ,  u n d e r  ( a )  
o f  t h i s  s e c t i o n .
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* S e c .  3 .  AS ^3 . 5 6 . 1 5 0 ( 5 ) i s  amended t o  r e a d :
( a )  The t a x  l e v i e d  by s e c .  1 0 ( a )  o f  t h i s  c h a p t e r  i s  p a y a b l e  t o

t h e  d e p a r tm e n t  on o r  b e f o r e  June  30  [SEPTEMBER 3 0 ]  o f  t h e  t a x a b l e
y e a r .

* . S e c . it. AS ^3 . 5 6  i s  amended by a d d i n g  a new s e c t i o n  t o  r e a d :
S e c .  i l 3 . 5 6 . 1 3 5 .  CERTIF ICATION.  No l a t e r  t h a n  Ju ne  1 o f  each  

y e a r ,  t h e  d e p a r tm e n t  s h a l l  c e r t i f y  t h e  f i n a l  a s s e s sm e n t  r o l l  and m a i l  
t o  t h e  owne r  o f  t h e  t a x a b l e  p r o p e r t y  o r  h i s  a u t h o r i s e d  a g e n t  a s t a t e ­
men t o f  t h e  amount o f  t a x  d u e .

* S e c .  5 .  AS i |3 . 5 6 . 1 3 0 ( h )  i s  r e p e a l e d .
*  S e c .  6 .  T h i s  Act i s  r e t r o a c t i v e  t o  J a n u a r y  1 ,  1 9 7 6 .
* S e c .  7 . T h i s  Act t a k e s  e f f e c t  im m e d i a t e l y  i n  a c c o r d a n c e  w i t h  AS 0 1 . -

1 0 . 0 7 0 ( c ) .
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