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I n t r o d u c e d :  A /7/76
R e f e r r e d :  R e sou rc e s  and F in an c e

BY COWPER, BRADLEY, BROWN, DUNCAN, 
GARDINER, GRUENING, KELLEY, MCKINNON, 
MALONE.MILLER, NAUGHTON.PARKER,

IN THE HOUSE PARR AND SWANSON

2d SPONSOR SUBSTITUTE FOR HOUSE B ILL  NO. 803

IN THE LEGISLATURE OF THE STATE OF ALASKA 

NINTH LEGISLATURE -  SECOND SESSION 

A B ILL

For an Act e n t i t l e d :  "An Act p r o v i d i n g  f o r  an o i l  p r o du c t i o n  income t a x ;  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 IT  R 1 ACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* S e c t i o n  1 .  AS ^3 i s  amended by add ing  a new c h ap t e r  to  r e a d :

CHAPTER 59- OIL PRODUCTION INCOME TAX.

S e c .  A3 . 5 9 . 0 1 0 .  TAX IMPOSED. There i s  imposed f o r  each t a x a b l e

y e a r  upon t.n o i l  p roduce r  d e r i v i n g  income from o i l  p rodu c t i o n  i n  the

s t a t e  a t a x  e qu a l  to 9*^ p er  c en t  o f  the  n. ' t  income computed i n  a c c o r ­

dance w i th  s e c .  20 o f  t h i s  c h a p t e r .

S e c .  A3 . 5 9 . 0 2 0 .  COMPUTATION OF TAX BASE. The t a x  under t h i s

c h a p t e r  i s  imposed on t h a t  p o r t i o n  o f  the  v a l u e  o f  the  o i l  a t  the p o in t

o f  f i r s t  s a l e  or i t s  v a lu e  a t  the  r e f i n e r y ,  wh ich e v e r  i s  l e s s ,  which 

e x c e e d s  the sum o f  the  f o l l o w i n g  a l l o w a b l e  c o s t s :

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

payments ,  a s  computed under s e c .  30 o f  t h i s  c h a p t e r ;

(2) t h o s e  f  d deve lopment c o s ; s  and v a r i a b l e  p rodu c t io n  

c o s t s  t h a t  a r e  a t t r i b u t a b l e  to  o i l ,  a s  computed under s e c s .  A0 and 50 o f  

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

(3) c o s t  o f  t r a n s p o r t  o f  the o i l  from th e  f i e l d  i n  which i t  

was produced to  the  r e f i n e r y  or  the  p o in t  o f  f i r s t  s a l e ,  wh ich e v e r  i s  

the  base  f o r  the  v a l u e  d e t e rm in a t i o n  f o r  the  computa t ion  o f  the t a x ;

(A) payments o f  the o i l  and gas  p r o p e r t i e s  p rodu c t i o n  t a x  

made a c c o r d in g  •o ch .  55 o f  t h i s  t i t l e  du r in g  the  t a x a b l e  y e a r ,  a f t e r  

a l l ow a n c e  f o r  the c r e d i t  a c c ru ed  f o r  the  l e a s e  or p r o p e r t y  under
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(5) g e n e r a l  a d m i n i s t r a t i v e  c o s t s  o f  an amount e qu a l  to  25 

c e n t s  p e r  b a r r e l .

S e c .  A 3 .59 .030 .  EXPLORATION COST DEDUCTIONS. (a)  E x p l o r a t i o n  

c o s t  d ed u c t i o n s  s h a l l  be l im i t e d  t o

( 1 )  the c o s t  a t t r i b u t a b l e  to  o i l  o f  g e o p h y s i c a l  and g e o l o g i ­

c a l  i n v e s t i g a t i o n s  i n c u r r e d  f o r  the  purpose  o f  f i n d i n g  o i l  and g a s  i n  

A l a s k a ;

(2) t h a t  p a r t  o f  th e  payments f o r  th e  r i g h t  to e x t r a c t  o i l  

and gas  I n  A l a s k a  t h a t  i s  a t t r i b u t a b l e  to  o i l ;

(3) the c o s t  a t t r i b u t a b l e  to  o i l  o f  d r i l l i n g  f o r  o i l  and ga s

iri A l a s k a .

(b) The p e r c e n t a g e  o f  t o t a l  c o s t s  and payments t h a t  i s  a t t r i ­

b u t a b l e  t o  o i l  s h a l l  be e q u a l  to  the  p e r c e n t a g e  ac coun ted  f o r  by o i l  i n  

the t o t a l  v a l u e  a t  the  w e l l h e a d  o f  o i l  and gas produced in  the  s t a t e  

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

the payment made, i . e . ,

Co = c o+g ‘ WVo/WVo+g, where

CQ = an o i l  p r o d u c e r ' s  d e d u c t i b l e  c o s t s  and payments a t t r i b u t a b l e  

t o  o i l  d u r in g  a g i v e n  c a l e n d a r  y e a r ;

CQ+g = the  t o t a l  c o s t s  in c u r r e d  and payments made by the  t a x p a y e r  

i n  t h a t  y e a r  i n  e x p l o r i n g  f o r  o i l  and g a s  i n  A l a s k a ;

WV0 = the w e l l h e a d  v a l u e  o f  a l l  o i l  produced i n  th e  s t a t e  du r in g  

the  p r e c e d in g  y e a r ;

W 0+g = t h e  w e l l h e a d  v a l u e  o f  a l l  o i l  and gas produced i n  the  s t a t e  

du r in g  the p r e c e d in g  y e a r .

(c)  No c o s t s  p a i d  f o r  s e r v i c e s  or any p o r t i o n  o f  s e r v i c e s  used or  

p ro v id ed  o u t s i d e  A l a s k a ,  s a l a r i e s  or  wages not s u b j e c t  to t h e  w i t h h o l d ­

in g  o f  s t a t e  income t a x  under AS A3 . 2 0 . 1 7 0 ,  o r  payments f o r  m a t e r i a l s  or



s u p p l i e s  not p h y s i c a l l y  l o c a t e d  o r  consumed i n  A l a s k a  may be deducted  a s  

an e x p l o r a t i o n  c o s t .

(d) No c o s t s  i n c u r r e d  more than t h r e e  y e a r s  b e f o r e  th e  e f f e c t i v e

d a t e  o f  t h i s  Act may be deducted  a s  an e x p l o r a t i o n  c o s t .

(e)  No more than 20 p e r  c en t  o f  the  e x p l o r a t i o n  c o s t s  i n c u r r e d  in

any c a l e n d a r  y e a r  may be d e d u c t i b l e  f o r  t h a t  c a l e n d a r  y e a r ,  or  f o r  any

s u c c e e d in g  c a l e n d a r  y e a r .

( f )  E x p l o r a t i o n  c o s t s  may be c a r r i e d  fo rward  f o r  pu rpo se s  o f  com­

p u t in g  d ed u c t i o n s  a maximum o f  10  y e a r s ,  and may be a l l o c a t e d  among 

f i e l d s  a t  t h e  e l e c t i o n  o f  th e  p rodu ce r .

S e c .  4 3 .59 .040 .  FIELD DEVELOPMENT COST DEDUCTIONS. (a) For  the 

purpose o f  comput ing deve lopment c o s t  d e d u c t i o n s ,  a l l  f i e l d  deve lopment 

c o s t s  s h a l l  be c a p i t a l i z e d  and d e p r e c i a t e d  o v e r  the  l i f e  o f  the  f i e l d  

or the  u s e f u l  l i f e  o f  the  f a c i l i t y  to  which th ey  a r e  a t t r i b u t a b l e ,  

w h icheve r  i s  l e s s ,  i n  a c c o rd an c e  w ith  r e g u l a t i o n s  promulgated by the  

depar tmen t .  Each y e a r  the d e p r e c i a t i o n  c h a r g e a b l e  t o  o i l  s h a l l  be 

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

f i e l d  f o r  t h a t  y e a r  by the  f r a c t i o n  o f  th e  v a l u e  o f  the  f i e l d ' s  produc­

t i o n  ac coun ted  f o r  by o i l  d u r in g  t h a t  y e a r .

(b) F i e l d  deve lopment c o s t s  s h a l l  be l im i t e d  to  the  c o s t s  o f  goods 

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

o t h e r  than v a r i a b l e  p rodu c t i o n  c o s t s  a s  d e f i n e d  in  s e c .  50 o f  t h i s  

c h a p t e r ;  a d m i n i s t r a t i v e ,  e n g i n e e r i n g ,  or d e s i g n  c o s t s  i n c u r r e d  o u t s i d e  

A l a s k a  may not  be a l l ow e d  in  c a l c u l a t i n g  the  d e d u c t i o n s  o r  the d e p r e c i a ­

t i o n  b a s i s .

(c )  No deve lopment c o s t  i n c u r r e d  b e f o r e  J a n u a r y  1 ,  1970 s h a l l  be 

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

t i e s  i n  o p e r a t i o n  b e f o r e  the  e f f e c t i v e  d a t e  o f  t h i s  A c t ,  th e  c a r r y i n g  

forward  o f  d e p r e c i a t i o n  a c c r u i n g  b e f o r e  the  e f f e c t i v e  d a t e  o f  t h i s  Act
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s h a l l  not be p e rm i t t e d .

(d) I n t e r e s t  not to e x c e ed  n in e  per  c en t  p e r  annum on funds used 

d u r in g  and i n  the  c o n s t r u c t i o n  o f  f a c i l i t i e s  used and u s e f u l  i n  the  

p rodu c t io n  o f  a f i e l d  may be c a p i t a l i z e d .

S e c .  43 -59 .050 .  VARIABLE PRODUCTION COST DEDUCTIONS. (a) Deduc­

t i b l e  p rodu c t i o n  c o s t s  a r e  l im i t e d  t o  th o s e  c o s t s  a l l o c a b l e  to  o i l  which 

would not be i n c u r r e d  i f  p r o d u c t i o n  were t o  c e a s e ,  and may be c a r r i e d  

forward o n l y  under the  c o n d i t i o n s  s p e c i f i e d  i n  s e c .  70 o f  t h i s  c h a p t e r .

(b) P ro du c t i o n  c o s t s  a l l o c a b l e  to  o i l  s h a l l  be de te rm ined  each 

y e a r  by m u l t i p l y i n g  a g g r e g a t e  p rodu c t i o n  c o s t s  i n  the  f i e l d  f o r  o i l  and 

gas  by the  f r a c t i o n  o f  the v a l u e  o f  the  f i e l d ' s  p rodu c t io n  a c coun ted  f o r  

by o i l .

S e c .  4 3 . 5 9 . 0 6O. TRANSPORTATION COST DEDUCTIONS. When the  commis­

s i o n e r  o f  rev enue  d e t e rm in e s  t h a t  t r a n s p o r t a t i o n  t a r i f f s  o r  ch a rg e s  may 

not a c c u r a t e l y  r e p r e s e n t  the  t r u e  c o s t s  and t h a t  t r a n s p o r t a t i o n  ch a r g e s  

a r e  b e in g  p a id  to  an e n t i t y  a f f i l i a t e d  w ith  an o i l  p roducer  t a x p a y e r ,  

he may, a f t e r  p romu lg a t ion  o f  r e g u l a t i o n s  g o v e rn in g  the  d e t e rm in a t i o n  by 

him o f  the  f a i r  t r a n s p o r t a t i o n  c o s t s ,  and p u b l i c  h e a r i n g ,  make a d e t e r ­

m in a t ion  o f  the  d e d u c t i b l e  t r a n s p o r t a t i o n  c o s t  f o r  the  purposes  o f  com­

p u t in g  the t a x e s  due under t h i s  c h a p t e r .  No producer  a f f e c t e d  by t h i s  

d e t e rm in a t i o n  s h a l l  be a l l ow ed  t r a n s p o r t a t i o n  c o s t  d e d u c t i o n s  i n  e x c e s s  

o f  th e  amounts de te rm ined  by the  commis s ioner  t c  be f a i r  and d e d u c t i b l e .

S e c .  4 3 .5 9 .0 70 .  LOSS CARRY FORWARD. Deve lopment and p rodu c t i o n  

c o s t  d e d u c t i o n s  may be c a r r i e d  fo rward  on l y  t c  the  e x t e n t  t h a t  th e y  

e x c e ed  the  t o t a l  v a l u e  o f  t h e  o i l  a t  th e  p o in t  o f  v a l u e  d e t e rm in a t i o n  

f o r  t h i s  t a x ,  l e s s  t r a n s p o r t a t i o n  c o s t s  from the  f i e l d ;  th e y  may be 

c a r r i e d  beyond any s u c c e e d in g  y e a r  on l y  i f  no t a x  was due i n  t h a t  y e a r .

S e c .  4 3 .59 .080 .  ROYALTY OIL .  The t a x  imposed by t h i s  c h ap t e r  i s  

upon th e  v a l u e  o f  the  t o t a l  p rodu c t i o n  o f  a l l  o i l  removed or  s o l d  from 
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A

I n t r o du ce d:  A/7/76
Ref er re d: R e s o u r c e s  a n d  F i n a n c e

BY COWPER, BRADLEY, BROWN, DUNCAN, 
GARDINER, GRUENING, KELLEY, MCKINNON, 
MALONE,MILLER, NAUGHTON, PARKER,

IN THE HOUSE PARR AND SWANSON

2d SPONSOR SUBSTITUTE FOR HOUSE B ILL NO. 803

IN THE LEGISLATURE OF THE STA "E OF ALASKA 

NINTH LEGISLATURE -  SECOND . ESSION 

A B ILL

For an Act e n t i t l e d :  "An Act p r o v i d i n g  f o r  an o i l  p rodu c t i o n  income t a x ;  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 IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* S e c t i o n  1 .  AS A3 i s  amended by add ing  a new ch ap t e r  to  r e a d :

CHAPTER 59. OIL PRODUCTION INCOME TAX.

S e c .  A3 . 5 9 . 0 1 0 .  TAX IMPOSED. There i s  imposed f o r  each  t a x a b l e

y e a r  upon an o i l  p roduce r  d e r i v i n g  income from o i l  p roduc t ion  in  the

s t a t e  a t a x  e qu a l  to  9«A per  cen t  o f  the  net  income computed i n  a c c o r ­

dance w i th  s e c .  20 o f  t h i s  c h a p t e r .

S e c .  A3 . 5 9 .0 2 0 .  COMPUTATION OF TAX BASE. The t a x  under t h i s

c h ap t e r  i s  imposed on t h a t  p o r t i o n  o f  th e  v a lu e  o f  the o i l  a t  the p o in t

o f  f i r s t  s a l e  or  i t s  v a lu e  a t  th e  r e f i n e r y ,  wh icheve r  i s  l e s s ,  which 

e x c e e d s  the sum o f  the f o l l o w i n g  a l l o w a b l e  c o s t s :

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

payments ,  a s  computed under s e c .  30 o f  t h i s  c h a p t e r ;

(2) tho s e  f i e l d  deve lopment c o s t s  and v a r i a b l e  p rodu c t ion  

c o s t s  t h a t  a r e  a t t r i b u t a b l e  to  o i l ,  a: computed under s e c s .  A0 and 50 o f  

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

(3) c o s t  o f  t r a n s p o r t  o f  the o i l  from the  f i e l d  i n  which i t  

was produced to  the  r e f i n e r y  or  the  p o in t  o f  f i r s t  s a l e ,  wh icheve r  i s  

th e  base  f o r  the  v a lu e  d e t e rm in a t i o n  f o r  the computat ion o f  the t a x ;

(A) payments o f  the  o i l  and gas p r o p e r t i e s  p rodu c t io n  t a x  

made a c c o r d in g  to  ch .  55 0 f  t h i s  t i t l e  du r in g  the  t a x a b l e  y e a r ,  a f t e r  

a l l ow a n c e  f o r  the  c r e u i v  a c c ru ed  f o r  the  l e a s e  or  p r o p e r t y  under
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AS 4 3 . 5 8 . l 8O;

(5) g e n e r a l  a d m i n i s t r a t i v e  c o s t s  o f  an amount equ a l  t o  25 

c e n t s  p er  b a r r e l .

S e c .  4 3 .59 .0 30 .  EXPLORATION COST DEDUCTIONS. (a) E x p l o r a t i o n  

c o s t  d ed u c t i o n s  s h a l l  be l im i t e d  to

( 1 )  the  c o s t  a t t r i b u t a b l e  to o i l  o f  g e o p h y s i c a l  and g e o l o g i ­

c a l  i n v e s t i g a t i o n s  in c u r r e d  f o r  the  purpose  o f  f i n d i n g  o i l  and ga s  i n  

A l a s k a ;

(2) t h a t  p a r t  o f  the  payments f o r  the  r i g h t  to e x t r a c t  o i l  

and gas  i n  A l a s k a  t h a t  i s  a t t r i b u t a b l e  to  o i l ;

(3) the c o s t  a t t r i b u t a b l e  t i  o i l  o f  d r i l l i n g  f o r  o i l  and gas

in  A l a s k a .

(b) The p e r c en t a g e  o f  t o t a l  c o s t s  and payments t h a t  i s  a t t r i ­

b u t a b l e  to  o i l  s h a l l  be e qu a l  to  tne  p e r c en t a g e  accounted f o r  by o i l  i n  

the t o t a l  v a l u e  a t  the w e l l h e ad  o f  o i l  and gas  produced i n  the s t a t e

d u r in g  the  c a l e n d a r  y e a r  p r e c ed in g  chat  i n  which the c o s t  i s  i n c u r r e d  or

the payment made, i . e . ,

Go = Co+g ‘ w 0/WV0+ g , where

C0 = an o i l  p r o d u c e r ' s  d e d u c t i b l e  c o s t s  and payments a t t r i b u t a b l e  

t o  o i l  d u r in g  a g i v e n  c a l e n d a r  y e a r ;

Go+g = ^he t o t a l  c o s t s  in c u r r ed  and payments made by the t a x p a y e r  

i n  t h a t  y e a r  in  e x p l o r i n g  f o r  o i l  and ga s  in  A l a s k a ;

WV0 = the w e l l h e ad  v a l u e  o f  a l l  o i l  produced I n  the  s t a t e  du r in g  

the  p r e c e d in g  y e a r ;

WV0+g = the  w e l l h e ad  v a l u e  o f  a l l  o i l  and gas produced in  the  s t a t e  

du r in g  the p r e c e d in g  y e a r .

(c)  No c o s t s  p a id  f o r  s e r v i c e s  or any p o r t i o n  o f  s e r v i c e s  used or 

p ro v id ed  o u t s i d e  A l a s k a ,  s a l a r i e s  o r  wages not s u b j e c t  to  t h e  w i t h h o ld ­

i n g  o f  s t a t e  income t a x  under AS 4 3 . 2 0 . 1 7 0 ,  o r  payments f o r  m a t e r i a l s  or
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s u p p l i e s  not p h y s i c a l l y  l o c a t e d  or  consumed i n  A l a s k a  may be deduc ted  as  

an e x p l o r a t i o n  c o s t .

(d) No c o s t s  i n c u r r e d  more than  t h r e e  y e a r s  b e f o r e  the  e f f e c t i v e  

d a t e  o f  t h i s  Act may be deduc ted  a s  an e x p l o r a t i o n  c o s t .

(e)  No more than 20 per  c en t  o f  the  e x p l o r a t i o n  c o s t s  i n c u r r e d  in  

any c a l e n d a r  y e a r  may be d e d u c t i b l e  f o r  t h a t  c a l e n d a r  y e a r ,  or f o r  any 

s u c c e e d in g  c a l e n d a r  y e a r .

( f )  E x p l o r a t i o n  c o s t s  may be c a r r i e d  forward  f o r  purpose s  o f  com­

pu t in g  d edu c t i o n s  a maximum o f  10  y e a r s ,  and may be a l l o c a t e d  among 

f i e l d s  a t  the e l e c t i o n  o f  the p rodu c e r .

S e c .  ^13 .59 .040.  FIELD DEVELOPMENT COST DEDUCTIONS. (a) For th e  

purpose  o f  computing deve lopment c o s t  d e d u c t i o n s ,  a l l  f i e l d  deve lopment 

c o s t s  s h a l l  be c a p i t a l i z e d  and d e p r e c i a t e d  ov e r  the l i f e  o f  the  f i e l d  

or the  u s e f u l  l i f e  o f  the  f a c i l i t y  to  which they  a r e  a t t r i b u t a b l e ,  

wh icheve r  i s  l e s s ,  i n  a c c o rd an c e  w ith  r e g u l a t i o n s  promulgated by the  

depar tmen t .  Each y e a r  the  d e p r e c i a t i o n  c h a r g e a b l e  t o  o i l  s h a l l  be 

de te rm ined  by m u l t i p l y i n g  the  t o t a l  d e p r e c i a t i o n  c h a r g e a b l e  to  the 

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

t i o n  accounted f o r  by o i l  d u r in g  t h a t  y e a r .

(b) F i e l d  development c o s t s  s h a l l  be l im i t e d  to  the  c o s t s  o f  good£ 

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

o th e r  than v a r i a b l e  p rodu c t io n  c o s t s  a s  d e f i n e d  in  s e c .  50 o f  t h i s  

c h a p t e r ;  a d m i n i s t r a t i v e ,  e n g i n e e r i n g ,  or d e s i g n  c o s t s  In cu r r e d  o u t s i d e  

A l a s k a  may not be a l l ow ed  i n  c a l c u l a t i n g  the  d e d u c t i o n s  or  the  d e p r e c i a ­

t i o n  b a s i s .

(c) No deve lopment c o s t  i n c u r r e d  b e f o r e  J a n u a r y  1 ,  1970 s h a l l  be 

I n c lu d ed  i n  c a l c u l a t i n g  a l l o w a b l e  d e d u c t i o n s ,  and i n  the  c a s e  o f  f a c i l i ­

t i e s  i n  o p e r a t i o n  b e fo r e  the  e f f e c t i v e  d a t e  o f  t h i s  A c t ,  th e  c a r r y i n g  

fo rward  o f  d e p r e c i a t i o n  a c c r u i n g  b e f o r e  the  e f f e c t i v e  d a t e  o f  t h i s  Act
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s h a l l  not be p e rm i t t e d .

(d) I n t e r e s t  not  to  e x c e ed  n in e  per  cen t  p e r  annum on funds used 

du r in g  and i n  the c o n s t r u c t i o n  o f  f a c i l i t i e s  used and u s e f u l  i n  the 

p rodu c t i o n  o f  a f i e l d  may be c a p i t a l i z e d .

S e c .  43 -59 .050 .  VARIABLE PRODUCTION COST DEDUCTIONS. (a) Deduc­

t i b l e  p rodu c t io n  c o s t s  a re  l im i t e d  to  t h o s e  c o s t s  a l l o c a b l e  to  o i l  which 

would not be i n c u r r e d  i f  p r o du c t i o n  were t o  c e a s e ,  and may be c a r r i e d  

fo rward  on l y  under the  c o n d i t i o n s  s p e c i f i e d  i n  s e c .  70 o f  t h i s  c h a p t ' . .

(b) P rodu c t ion  c o s t s  a l l o c a b l e  t o  o i l  s h a l l  be de te rm ined  each 

y e a r  by m u l t i p l y i n g  a g g r e g a t e  p rodu c t io n  c o s t s  i n  the  f i e l d  f o r  o i l  and 

gas  by the  f r a c t i o n  o f  the v a lu e  o f  t h e  f i e l d ' s  p rodu c t i o n  accoun ted  f o r  

by o i l .

S e c .  4 3 .59 .060 .  TRANSPORTATION COST DEDUCTIONS. When the  commis­

s i o n e r  o f  r e v enue  de t e rm in e s  t h a t  t r a n s p o r t a t i o n  t a r i f f s  o r  ch a rg e s  may 

not a c c u r a t e l y  r e p r e s e n t  the t r u e  c o s t s  and t h a t  t r a n s p o r t a t i o n  ch a rg e s  

a r e  b e in g  p a id  to  an e n t i t y  a f f i l i a t e d  w ith  an o i l  p roducer  t a x p a y e r ,  

he may, a f t e r  p romu lg a t ion  o f  r e g u l a t i o n s  g o v e rn in g  the  d e t e rm in a t i o n  by 

him o f  the  f a i r  t r a n s p o r t a t i o n  c o s t s ,  and p u b l i c  h e a r i n g ,  make a d e t e r ­

m in a t ion  o f  the  d e d u c t i b l e  t r a n s p o r t a t i o n  c o s t  f o r  the  purposes  o f  com­

p u t in g  the t a x e s  due under t h i s  c h a p t e r .  No p roducer  a f f e c t e d  by t h i s  

d e t e rm in a t i o n  s h a l l  be a l l ow ed  t r a n s p o r t a t i o n  c o s t  d e d u c t i o n s  in  e x c e s s  

o f  the  amounts de te rm ined by the  commiss ioner  t o  be f a i r  and d e d u c t i b l e .

S e c .  4 3 .59 .0 70 .  LOSS CARRY FORWARD. Deve lopment and p rodu c t ion  

c o s t  d ed u c t i o n s  may be c a r r i e d  fo rward  on l y  t o  the  e x t e n t  t h a t  they  

e x c e ed  the  t o t a l  v a l u e  o f  th e  o i l  a t  t h e  p o in t  o f  v a l u e  d e t e rm in a t i o n  

f o r  t h i s  t a x ,  l e s s  t r a n s p o r t a t i o n  c o s t s  from the  f i e l d ;  th e y  may be 

c a r r i e d  beyond any su c c e e d in g  y e a r  o n l y  i f  no t a x  was due i n  t h a t  y e a r .

S e c .  4 3 . 5 9 . 0 8 0 . ROYALTY OIL .  The t a x  imposed by t h i s  ch ap t e r  i s  

upon th e  v a l u e  o f  the  t o t a l  p rodu c t io n  o f  a l l  o i l  removed or  s o l d  from 
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each  l e a s e  or  p r o p e r t y ,  l e s s  any p a r t  the ownersh ip  or  r i g h t  to  which 

i s  exempt from t a x a t i o n .  I n  making s e t t l em e n t  w i th  a r o y a l t y  owner 

the  p roduce r  may deduct  the  amount o f  the t a x  p a id  on r o y a l t y  o i l ,  or 

may deduct  r o y a l t y  o i l  e q u i v a l e n t  i n  v a lu e  to  th e  amount o f  t a x  p a i d ,  

a t  the  t ime th e  t a x  becomes due .

S e c .  4 3 .5 9 .090 .  PAYMENT OF TAX. (a) The o i l  p r o du c t io n  income 

t a x  s h a l l  be p a id  a n n u a l l y .  The t a x  i s  due on A p r i l  15  on o i l  or gas 

removed or  s o l d  from each l e a s e  or  p rop e r t y  d u r in g  the  p r e c e d in g  c a l e n ­

d a r  y e a r .

(b) E v e r y  p roduce r  whose income i s  s u b j e c t  to  th e  t a x  imposed by 

t h i s  c h a p t e r  s h a l l  f i l e  a n n u a l l y  by Feb ru a ry  1  o f  e ach  y e a r ,  w i th  the 

d ep a r tm en t ,  a s t a t em en t  showing the v a l u e  o f  o i l  a s  s p e c i f i e d  i n  s e c .  20 
o f  t h i s  c h a p t e r ,  and s h a l l  under the  p e n a l t y  o f  p e r j u r y  f u r n i s h  a l l  the  

i n f o rm a t i o n  th e  Department o f  Revenue p r e s c r i b e s  on a form s u p p l i e d  by 

the  depa r tmen t .

(c)  The t a x  p a y ab l e  under t h i s  c h ap t e r  s h a l l  be a l l ow ed  as  a c r e d i t  

a g a i n s t  t h e  t a x  due under ch .  20 o f  t h i s  t i t l e .

S e c .  '13 . 5 9 . IOO. VALUE MAY BE DETERMINED BY DEPARTMENT. The de ­

partment may, under r e g u l a t i o n s  promu lga ted  in  a d v an c e ,  d e te rm ine  the  

f a i r  market v a l u e  o f  the  o i l  a t  the  p o in t  o f  f i r s t  s a l e  or a t  the 

r e f i n e r y  when

( 1 ) the  s e l l e r  and pu r ch a s e r  a r e  a f f i l i a t e d  p e r s o n s ;

( 2 ) the  s a l e  and purchase  o f  the  p rodu c t io n  i s  not an a rm 's  

l e n g t h  t r a n s a c t i o n  o r  i s  not r e p r e s e n t a t i v e  o f  c om p e t i t i v e  market v a l u e ;  

or

( 3 ) t h e r e  i s  no c o m p e t i t i v e  market a t  the  r e f i n e r y  f o r  o i l  o f  

s i m i l a r  k in d  and q u a l i t y .

S e c .  4 3 . 5 9 . H O .  ADMINISTRATION OF TAX. AS 43 -55-040 ,  4 3 -55 .050 ,

4 3 . 5 5 . 0 7 0 ,  4 3 .5 5 .0 9 0 ,  and 4 3 . 5 5 . l l O  ap p l y  w i th  r e s p e c t  to  t h i s  c h a p t e r .
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S e c .  4 3 . 5 9 . 1 2 0 .  NONPAYMENT OF TAX. Tne p r o v i s i o n s  f o r  c i v i l  

p e n a l t y ,  i n t e r e s t  and remedy e s t a b l i s h e d  i n  AS 4 3 . 5 8 . 1 2 0 ,  4 3 . 5 8 . 1 3 0 ,  

and 4 3 . 5 8 . 1 5 0  a p p l y  to  t h i s  c h a p t e r .

S e c .  4 3 . 5 9 . 1 3 0 .  REGULATIONS. The department may adopt  r e g u l a t i o n s  

i n  a c c o rd an c e  w i th  the A d m in i s t r a t i v e  P rocedure  Act (AS 44.62) as  app ro ­

p r i a t e  to  a dm in i s t e r  and e n f o r c e  t h i s  c h a p t e r .

S e c .  4 3 . 5 9 . 1 4 0 .  DEPOSIT OF REVENUE, (a)  The department s h a l l  

d e p o s i t  the  money c o l l e c t e d  under t h i s  c h ap t e r  i n  the  g e n e r a l  fund .

(b) S i x t y  per  c en t  o f  t h e  money d e p o s i t e d  i n  the  g e n e r a l  fund 

under t h i s  c h ap t e r  s h a l l  be p l a c e d  i n  a s p e c i a l  "permanent fund a c c oun t "  

i n  th e  g e n e r a l  f u n d .

S e c .  4 3 . 5 9 . 1 5 0 .  PAYMENT TO ALASKA NATIVE FUND. When the  t a x  

l e y i e d  under t h i s  c h ap t e r  i s  p a y a b l e ,  an amount e q u i v a l e n t  to  not  l e s s  

than two per  c en t  o f  t h e  t a x  s h a l l  be p a id  by the  s t a t e  from o i l  _nd  gas 

r o y a l t i e s ,  bonuses and r e n t a l s  i n t o  the  A l a s k a  N a t i v e  fund e s t a b l i s h e d  

by s e c .  6 o f  t h e  A l a s k a  N a t i v e  Cla ims S e t t l em en t  Act ( P . L .  92-203 ;  85 
S t a t .  688; 43 U .S .C .  1 6 0 1  e t  s e q . )  u n t i l  a l l  payments made i n t o  the fund 

equ a l  $500 ,000 ,000 .

S e c .  4 3 . 5 3 . l 6 0 .  DEFINITIONS. I n  t h i s  c h ap t e r  "depar tmen t "  means 

the Department o f  R evenue ,  and o i l  and gas  a r e  as  d e f i n e d  in  AS 43- 55-— 

140 .

* S e c .  2 .  Th i s  Act t a k e s  e f f e c t  J a n u a r y  1 ,  19 77 .
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I n t r o d u c e d :  4/7 /7 6
R e f e r r e d :  R e s o u r c e s  a n d  F i n a n c e

BY COWPER, BRADLEY, BROWN, DUNCAN, 
GARDINER, GRUENING, KELLEY, MCKINNON, 
MALONE, MILLER,NAUGHTON, P ARKER,

IN THE HOUSE PARR AND SWANSON

2d SPONSOR SUBSTITUTE FOR HOUSE B ILL  NO. 803

IN  THE LEGISLATURE OF THE STATE OF ALASKA 

NINTH LEGISLATURE -  SECOND SESSION 

A B ILL

For an Act e n t i t l e d :  "An Act p r o v i d i n g  f o r  an o i l  p rodu c t i o n  income t a x ;  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 IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* S e c t i o n  1 .  AS 43 i s  amended by add ing  a new c h ap t e r  to  r e a d :

CHAPTER 59. OIL PRODUCTION INCOME TAX.

S e c .  4 3 . 5 9 . 0 1 0 .  TAX IMPOSED. There i s  imposed f o r  each t a x a b l e

y e a r  upon an o i l  p roduce r  d e r i v i n g  income from o i l  p rodu c t i o n  in  the

s t a t e  a t a x  e q u a l  to 9.4 p e r  cen t  o f  the  ne t  income computed i n  a c c o r ­

dance w i th  s e c .  20 o f  t h i s  c h a p t e r .

S e c .  4 3 .5 9 .0 20 .  COMPUTATION OF TAX BASE. The t a x  under t i l l s

c h ap t e r  i s  Imposed on t h a t  p o r t i o n  o f  the  v a l u e  o f  the  o i l  a t  the  p o in t

o f  f i r s t  s a l e  or i t s  v a lu e  a t  the  r e f i n e r y ,  w h icheve r  i s  l e s s ,  which 

e x c e e d s  the  sum o f  the f o l l o w i n g  a l l o w a b l e  c o s t s :

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

payments ,  a s  computed under s e c .  30 o f  t h i s  c h a p t e r ;

(2) those  f i e l d  development c o s t s  and v a r i a b l e  p rodu c t io n  

c o s t s  t h a t  a r e  a t t r i b u t a b l e  to  o i l ,  a s  computed under s e c s .  40 and 50 o f  

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

(3) c o s t  o f  t r a n s p o r t  o f  the o i l  from the  f i e l d  in  which i t  

was produced to  the  r e f i n e r y  or  the p o in t  o f  f i r s t  s a l e ,  wh icheve r  i s  

the b a se  f o r  the  v a l u e  d e t e rm in a t i o n  f o r  the  computat ion  o f  the  t a x ;

(4) payments o f  the o i l  and gas  p r o p e r t i e s  p rodu c t i o n  t a x  

made a c c o r d in g  to  ch .  55 o f  t h i s  t i t l e  du r in g  the  t a x a b l e  y e a r ,  a f t e r  

a l l ow a n c e  f o r  the  c r e d i t  a c c ru ed  f o r  the  l e a s e  or  p r o p e r t y  und i r
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(5) g e n e r a l  a d m in i s t r a t i v e  c o s t s  o f  an amount e qu a l  t o  25 
c e n t s  p e r  b a r r e l .

S e c .  43 .59 .0 30 .  EXPLORATION COST DEDUCTIONS. (a)  E x p l o r a t i o n  

c o s t  d ed u c t i o n s  s h a l l  be l im i t e d  to

( 1 )  the  c o s t  a t t r i b u t a b l e  t o  o i l  o f  g e o p h y s i c a l  and g e o l o g i ­

c a l  i n v e s t i g a t i o n s  in cu r r e d  f o r  th e  purpose  o f  f i n d i n g  o i l  and ga s  i n  

A l a s k a j

(2) t h a t  p a r t  o f  the payments f o r  the  r i g h t  to  e x t r a c t  o i l  

and gas  i n  A l a s k a  t h a t  i s  a t t r i b u t a b l e  to o i l ;

(3.' tne c o s t  a t t r i b u t a b l e  to  o i l  o f  d r i l l i n g  f o r  o i l  and ga s

i n  A l a s k a .

(b) The p e r c e n t a g e  o f  t o t a l  c o s t s  and payments t h a t  i s  a t t r i ­

b u t a b l e  to  o i l  s h a l l  be e qu a l  to the  p e r c en t a g e  a c coun ted  f o r  by o i l  i n  

the  t o t a l  v a l u e  a t  the w e l l h e ad  o f  o i l  and g a s  produced i n  th e  s t a t e

du r in g  the  c a l e n d a r  y e a r  p r e c ed in g  t h a t  i n  which the  c o s t  i s  i n c u r r e d  or

the  payment made, i . e . ,

c o = co+ g ‘ WV0/WV0+E , where

CG = an o;41 p r o d u c e r ' s  d e d u c t i b l e  c o s t s  and payments a t t r i b u t a b l e  

to  o i l  d u r in g  a g i v e n  c a l e n d a r  y e a r ;  

k'o+g = khe t o t a l  c o s t s  in c u r r e d  and payments made by the t a x p a y e r  

in  t h a t  y e a r  in  e x p l o r i n g  f o r  o i l  and g a s  i n  A l a s k a ;

WVQ = the w e l lh e ad  v a l u e  o f  a l l  o i l  produced i n  the s t a t e  du r in g  

the  p r e c e d in g  y e a r ;

WV0+g = w e l l h e a d  v a l u e  o f  a l l  o i l  and gas produced in  the  s t a t e  

du r in g  the  p r e c e d in g  y e a r .

(c) No c o s t s  p a id  f o r  s e r v i c e s  or any p o r t i o n  o f  s e r v i c e s  used or 

p ro v id ed  o u t s i d e  A l a s k a ,  s a l a r i e s  or  wages not s u b j e c t  t o  th e  w i t h h o ld ­

i n g  o f  s t a t e  income t a x  under AS 4 3 . 2 0 . 1 7 0 ,  or  payments f o r  m a t e r i a l s  or

2d SSHB 803 - 2 -

A S  4 3 . 5 8 . 1 8 0 ;



s u p p l i e s  not p h y s i c a l l y  l o c a t e d  or  consumed i n  A l a s k a  may be deduc ted  as 

an e x p l o r a t i o n  c o s t .

( i } No c o s t s  i n c u r r e d  more th an  t h r e e  y e a r s  b e f o r e  the  e f f e c t i v e

d a t e  o f  t h i s  Act may be deducted  a s  an e x p l o r a t i o n  c o s t .

(e)  No more than 20 per  c en t  o f  the  e x p l o r a t i o n  c o s t s  i n c u r r e d  in

any c a l e n d a r  y e a r  may be d e d u c t i b l e  f o r  t h a t  c a l e n d a r  y e a r ,  or  f o r  any

su c c e ed in g  c a l e n d a r  y e a r .

( f )  E x p l o r a t i o n  c o s t s  may be c a r r i e d  fo rward  f o r  purpose s  o f  com­

pu t in g  d e du c t i o n s  a maximum o f  10  y e a r s ,  and may be a l l o c a t e d  among 

f i e l d s  a t  the  e l e c t i o n  o f  the  p rodu ce r .

S e c .  4 3 .59 .040 .  FIELD DEVELOPMENT COST DEDUCTIONS. (a)  For  the  

purpose  o f  computing deve lopment c o s t  d e d u c t i o n s ,  a l l  f i e l d  deve lopment 

c o s t s  sha.' _ be c a p i t a l i z e d  and d e p r e c i a t e d  o v e r  the l i f e  o f  the  f i e l d  

or  the  u s e f u l  l i f e  o f  the  f a c i l i t y  t o  which th e y  a r e  a t t r i b u t a b l e ,  

wh icheve r  i s  l e s s ,  in  a c c o rd anc e  w i th  r e g u l a t i o n s  promu lgated  by the 

depar tment .  Each y e a r  the d e p r e c i a t i o n  c h a r g e a b l e  to  o i l  s h a l l  be 

d e te rm ined  by m u l t i p l y i n g  t h e  t o t a l  d e p r e c i a t i o n  c h a r g e a b l e  to  the 

f i e l d  f o r  t h a t  y e a r  by the  f r a c t i o n  o f  th e  v a lu e  o f  the f i e l d ' s  p roduc­

t i o n  a ccoun ted  f o r  by o i l  d u r in g  t h a t  y e a r .

(b) F i e l d  deve lopment c o s t s  s h a l l  be l im i t e d  t o  the c o s t s  o f  goods 

and s e r v i c e s  used in  A l a s k a  and u s e f u l  i n  the  p r o du c t io n  o f  the  f i e l d  

o th e r  than v a r i a b l e  p rodu c t io n  c o s t s  a s  d e f i n e d  in  s e c .  50 o f  t h i s  

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

A l a s k a  may not be a l l ow ed  i n  c a l c u l a t i n g  the  d e d u c t i o n s  or the  d e p r e c i a ­

t i o n  b a s i s .

(c) No deve lopment c o s t  I n cu r r e d  b e f o r e  J a n u a r y  1 ,  1970 s h a l l  be 

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

t i e s  i n  o p e r a t i o n  b e f o r e  the e f f e c t i v e  d a t e  o f  t h i s  A c t ,  the  c a r r y i n g  

fo rward  o f  d e p r e c i a t i o n  a c c r u in g  b e f o r e  the  e f f e c t i v e  d a t e  o f  t h i s  k i t
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s h a l l  not be p e rm i t t e d .

(d) I n t e r e s t  not  to  e x c e ed  n ine  per  cen t  per  annum on funds used 

du r in g  and i n  the  c o n s t r u c t i o n  o f  f a c i l i t i e s  used and u s e f u l  i n  the  

p rodu c t i o n  o f  a f i e l d  may be c a p i t a l i z e d .

S e c .  4 3 .5 9 .0 5 0 .  VARIABLE PRODUCTION COST DEDUCTIONS. (a) Deduc­

t i b l e  p r o du c t i o n  c o s t s  a r e  l im i t e d  to  th o s e  c o s t s  a l l o c a b l e  to  o i l  which 

would not be i n c u r r e d  i f  p r o du c t i o n  were t o  c e a s e ,  and may be c a r r i e d  

fo rward  on l y  under the  c o n d i t i o n s  s p e c i f i e d  i n  s e c .  70 o f  t h i s  c h a p t e r .

(b) P r o d u c t i o n  c o s t s  a l l o c a b l e  t o  o i l  s h a l l  be de te rm ined  each 

y e a r  by m u l t i p l y i n g  a g g r e g a t e  p r o du c t i o n  c o s t s  i n  the  f i e l d  f o r  o i l  and 

gas by the  f r a c t i o n  o f  the  v a l u e  o f  the  f i e l d ' s  p r o du c t io n  accoun ted  f o r  

by o i l .

S e c .  4 3 .5 9 .0 6 0 .  TRANSPORTATION COST DEDUCTIONS. When the  commis­

s i o n e r  o f  r e v enue  d e t e rm in e s  t h a t  t r a n s p o r t a t i o n  t a r i f f s  o r  c h a rg e s  may 

not  a c c u r a t e l y  r e p r e s e n t  th e  t r u e  c o s t s  and t h a t  t r a n s p o r t a t i o n  ch a rg e s  

a r e  b e in g  p a id  to  an e n t i t y  a f f i l i a t e d  w ith  an o i l  p roducer  t a x p a y e r ,  

he may, a f t e r  p romu lg a t ion  o f  r e g u l a t i o n s  g o v e rn in g  the d e t e rm in a t i o n  by 

him o f  the f a i r  t r a n s p o r t a t i o n  c o s t s ,  and p u b l i c  h e a r i n g ,  make a d e t e r ­

m in a t ion  o f  the  d e d u c t i b l e  t r a n s p o r t a t i o n  c o s t  f o r  the  purposes  o f  com­

p u t in g  the t a x e s  due under t h i s  c h a p t e r .  No p roducer  a f f e c t e d  by t h i s  

d e t e rm in a t i o n  s h a l l  be a l l ow e d  t r a n s p o r t a t i o n  c o s t  d e d u c t i o n s  i n  e x c e s s  

o f  the  amounts de te rm ined  by the  commis s ioner  tc  be f a i r  and d e d u c t i b l e .

S e c .  4 3 .5 9 .0 7 0 .  LOSS CARRY FORWARD. Development and p rodu c t io n  

c o s t  d e d u c t i o n s  may be c a r r i e d  fo rward  o n l y  to  the  e x t e n t  t h a t  th ey  

e x c e ed  the  t o t a l  v a l u e  o f  t h e  o i l  a t  th e  p o in t  o f  v a l u e  d e t e rm in a t i o n  

f o r  t h i s  t a x ,  l e s s  t r a n s p o r t a t i o n  c o s t s  from the  f i e l d ;  they  may be 

c a r r i e d  beyond any su c c e e d in g  y e a r  o n l y  i f  no t a x  was due i n  t h a t  y e a r .

S e c .  4 3 .5 9 .08 0 .  ROYALTY O IL .  The t a x  imposed by t h i s  c h ap t e r  i s  

upon the  v a l u e  o f  th e  t o t a l  p r o du c t io n  o f  a l l  o i l  removed or  s o l d  from 
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each l e a s e  or  p r o p e r t y ,  l e s s  any p a r t  the  ownersh ip  or  r i g h t  to  which 

i s  exempt from t a x a t i o n .  I n  making s e t t l em e n t  w i th  a r o y a l t y  owner 

th e  p roduce r  may deduct  the  amount o f  the  t a x  p a id  on r o y a l t y  o i l ,  or 

may deduct  r o y a l t y  o i l  e q u i v a l e n t  i n  v a lu e  to  the  amount o f  t a x  p a i d ,  

a t  the t ime the  t a x  becomes due.

S e c .  4 3 .59 .090 .  PAYMENT OF TAX. (a) The o i l  p r o d u c t i o n  income 

t a x  s h a l l  be p a id  a n n u a l l y .  The t a x  I s  due on A p r i l  15  on o i l  o r  gas 

removed or  s o l d  from each l e a s e  or  p r o p e r t y  du r in g  the p r e c e d in g  c a l e n ­

d a r  y e a r .

(b) E v e r y  p roduce r  whose income i s  s u b j e c t  t o  the  t a x  imposed by 

t h i s  c h a p t e r  s h a l l  f i l e  a n n u a l l y  by Feb ru a ry  1  o f  each y e a r ,  w i th  the 

depa r tmen t ,  a s t a t em en t  showing the v a l u e  o f  o i l  a s  s p e c i f i e d  i n  s e c .  20 

o f  t h i s  c h a p t e r ,  and s h a l l  under the  p e n a l t y  o f  p e r j u r y  f u r n i s h  a l l  the  

i n f o rm a t i o n  the  Department o f  Revenue p r e s c r i b e s  on a form s u p p l i e d  by 

the  d epar tmen t .

(c) The t a x  p a y ab l e  under t h i s  c h ap t e r  s h a l l  be a l l ow ed  as a c r e d i t  

a g a i n s t  t h e  t a x  due under c h .  20 o f  t h i s  t i t l e .

S e c .  4 3 . 5 9 . 1 0 0 .  VALUE MAY BE DETERMINED BY DEPARTMENT. The de ­

partment may, under r e g u l a t i o n s  promulgated i n  a d v a n c e ,  d e t e rm ine  the  

f a i r  market v a lu e  o f  the  o i l  a t  the  p o in t  o f  f i r s t  s a l e  or a t  the  

r e f i n e r y  when

( 1 )  the  s e l l e r  and p u r ch a s e r  a r e  a f f i l i a t e d  p e r s o n s ;

(2) th e  s a l e  and purchase  o f  the  p rodu c t Jon  i s  not an arm 's  

l e n g t h  t r a n s a c t i o n  or  i s  not r e p r e s e n t a t i v e  o f  c o m p e t i t i v e  market v a l u e ;  

or

(3) t h e r e  i s  no c om p e t i t i v e  market a t  the r e f i n e r y  f o r  o i l  o f  

s i m i l a r  k ind  and q u a l i t y .

S e c .  4 3 . 5 9 . H O .  ADMINISTRATION OF TAX. AS 4 3 .5 5 .0 4 0 ,  43-55 -050 ,

4 3 .5 5 .0 7 0 ,  4 3 .5 5 .09 0 ,  and 4 3 . 5 5 .H O  app ly  w i th  r e s p e c t  to  t h i s  c h a p t e r .

- 5 -  2d SSHB 803



S e c .  4 3 .59 .32U .  NONPAYMENT OF TAX. The p r o v i s i o n s  f o r  c i v i l  

p e n a l t y ,  i n t e r e s t  and remedy e s t a b l i s h e d  i n  AS 4 3 - 5 8 . 1 2 0 ,  4 3 . 5 8 . 1 3 0 ,  

and 4 3 . 5 8 . 1 5 0  ap p l y  to  t h i s  c h a p t e r .

S e c .  4 3 . 5 9 . 1 3 0 .  REGULATIONS. The department may adopt r e g u l a t i o n s  

i n  a c c o rd an c e  w i th  the  A d m in i s t r a t i v e  P ro cedu re  Act (AS 44 .62) a s  appro ­

p r i a t e  to  a dm in i s t e r  and e n f o r c e  t h i s  c h a p t e r .

S e c .  4 3 . 5 9 . 1 4 0 .  DEPOSIT OF REVENUE, (a)  The department s h a l l  

d e p o s i t  the  n.oney c o l l e c t e d  under t h i s  c h ap t e r  i n  th e  g e n e r a l  fund .

(b) S i : : t y  p e r  c en t  o f  th e  money d e p o s i t e d  i n  th e  g e n e r a l  f nd 

under t h i s  c h a p t e r  s h a l l  be p l a c e d  i n  a s p e c i a l  "permanent fund a c c oun t "  

i n  th e  g e n e r a l  f u n d .

S e c .  4 3 . 5 9 . 1 5 0 .  PAYMENT TO ALASKA NATIVE FUND. When the  t a x  

l e y i e d  under t h i s  c h ap t e r  i s  p a y a b l e ,  an amount e q u i v a l e n t  to  not l e s s  

than two p er  c en t  o f  the  t a x  s h a l l  be p a id  by the  s t a t e  from o i l  and gas  

r o y a l t i e s ,  bonuses  and r e n t a l s  i n t o  the  A l a s k a  N a t i v e  fund e s t a b l i s h e d  

by s e c .  6 o f  the  A l a s k a  N a t i v e  C la ims S e t t l em en t  Act ( P . L .  92 -203 ;  85 
S t a t .  688; 43 U .S .C .  1 6 0 1  e t  s e q . )  u n t i l  a l l  payments made i n t o  the  fund 

e q u a l  $ 500 ,000 ,000 .

S e c .  4 3 . 5 9 . l 6 0 .  DEFINITIONS. I n  t h i s  c h ap t e r  "d ep a r tmen t "  means 

th e  Department o f  Revenue ,  and o i l  and gas  a r e  a s  d e f i n e d  in  AS 4 3 .5 5 -— 

14 0 .

S e c .  2 .  T h i s  Act t a k e s  e f f e c t  J a n u a r y  1 ,  19 77 .
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IN THE LEGISLATURE OF THE STATE OF ALASKA

NINTH LEGISLATURE -  SECOND SESSION

A B ILL

For  an Act e n t i t l e d An Act p r o v i d i n g  f o r  an o i l  p r o du c t i o n  income t a x ;  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 IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA

S e c t i o n  1 amended by add ing  a new c h ap t e r  to  read

CHAPTER 59- OIL PRODUCTION INCOME TAX

S e c .  ^3 *59 *0 10 .  TAX IMPOSED. There i s  imposed f o r  ea ch  t a x a b l e

y e a r  upon an o i l  p roducer  d e r i v i n g  income from o i l  p r o du c t i o n  i n  the  

s t a t e  a t a x  e q u a l  to  9 .^  p e r  c en t  o f  th e  ne t  income computed i n  a c c o r  

dance w i th  s e c .  20 o f  t h i s  c h a p t e r .

COMPUTATION OF TAX BASE. The t a x  under t h i

c h ap t e r  i s  imposed on t h a t  p o r t i o n  o f  the  v a l u e  o f  the  o i l  a t  the p o in t

o f  f i r s t  s a l e  or  i t s  v a lu e  a t  the  r e f i n e r y ,  w h icheve r  i s  l e s s ,  which

e x c e e d s  the sum o f  the  f o l l o w i n g  a l l o w a b l e  c o s t s :

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

payments ,  a s  computed under s e c .  30 o f  t h i s  c h a p t e r ;

(2) those  f i e l d  deve lopment c o s t s  and v a r i a b l e  p rodu c t ion  

c o s t s  t h a t  a r e  a t t r i b u t a b l e  t o  o i l ,  a s  computed under s e c s .  JI0 arid 50 o f  

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

(3) c o s t  o f  t r a n s p o r t  o f  the  o i l  from the  f i e l d  i n  which i t  

was produced to  the  r e f i n e r y  or the  p o in t  o f  f i r s t  s a l e ,  w h icheve r  i s  

t he  b ase  f o r  the  v a lu e  d e t e rm in a t i o n  f o r  th e  computa t ion  o f  the  t a x ;

(A) payments o f  the  o i l  and gas  p r o p e r t i e s  p rodu c t i o n  t a x  

made a c c o r d in g  to  ch .  55 o f  t h i s  t i t l e  d u r in g  th e  t a x a b l e  y e a r ,  a f t e r  

a l l ow an c e  f o r  the  c r e d i t  a c c ru ed  f o r  the  l e a s e  o r  p r o p e r t y  under
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(5) g e n e r a l  a d m in i s t r a t i v e  c o s t s  o f  an amount e qu a l  to  25 

c e n t s  p e r  b a r r e l .

S e c .  4 3 .59 .0 30 .  EXPLORATION COST DEDUCTIONS. (a)  E x p l o r a t i o n  

c o s t  d e d u c t i o n s  s h a l l  be l im i t e d  to

( 1 )  the  c o s t  a t t r i b u t a b l e  to  o i l  o f  g e o p h y s i c a l  and g e o l o g i ­

c a l  i n v e s t i g a t i o n s  i n cu r r ed  f o r  the  purpose o f  f i n d i n g  o i l  and ga s  i n  

A l a s k a ;

(2) t h a t  p a r t  o f  the  payments f o r  th e  r i g h t  to  e x t r a c t  o i l  

and g a s  i n  A l a s k a  t h a t  i s  a t t r i b u t a b l e  to  o i l ;

(3) the c o s t  a t t r i b u t a b l e  to  o i l  o f  d r i l l i n g  f o r  o i l  and gas

i n  A l a s k a .

(b) The p e r c en t a g e  o f  t o t a l  c o s t s  and payments t h a t  i s  a t t r i ­

b u t a b l e  to  o i l  s h a l l  be e qu a l  to the  p e r c e n t a g e  a c coun ted  f o r  by o i l  in  

the  t o t a l  v a lu e  a t  the w e l l h e ad  o f  o i l  and gas produced i n  the  s t a t e

d u r in g  th e  c a l e n d a r 1 y e a r  p r e c ed in g  t h a t  i n  which the  c o s t  i s  i n c u r r e d  or

the  payment made, I . e . ,

c o = c 0+g * WV0/WV0+6 , where 

= an o i l  p r o d u c e r ' s  d e d u c t i b l e  c o 3 t s  and payments a t t r i b u t a b l e  

t o  o i l  d u r in g  a g i v e n  c a l e n d a r  y e a r ;

C'o+p; = the t o t a l  co . i t s  in c u r r e d  and payments made by the t a x p a y e r  

in  t h a t  y e a r  i n  e x p l o r i n g  f o r  o i l  and ga s  i n  A l a s k a ;

WV0 = the w e l l h e ad  v a lu e  o f  a l l  o i l  produced i n  the  s t a t e  du r in g  

the  p r e c e d in g  y e a r ;

WVQ+g = the  w e l l h e a d  v a l u e  o f  a l l  o i l  and gas produced in  the  s t a t e  

du r in g  the  p r e c e d in g  y e a r .

(c) No c o s t s  p a id  f o r  s e r v i c e s  or any p o r t i o n  o f  s e r v i c e s  used or  

p ro v id ed  o u t s i d e  A l a s k a ,  s a l a r i e s  or wages not  s u b j e c t  to  th e  w i t h h o ld ­

i n g  o f  s t a t e  income t a x  under AS 4 3 . 2 0 . 1 7 0 ,  or payments f o r  m a t e r i a l s  or
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s u p p l i e s  not  p h y s i c a l l y  l o c a t e d  or  consumed i n  A l a s k a  may be deducted as  

an e x p l o r a t i o n  c o s t .

(d) No c o s t s  i n c u r r e d  more than  t h r e e  y e a r s  b e f o r e  the  e f f e c t i v e

d a t e  o f  t h i s  Act may be deducted  a s  an e x p l o r a t i o n  c o s t .

(e )  No more than 20 p e r  c en t  o f  the  e x p l o r a t i o n  c o s t s  in c u r r e d  in

any c a l e n d a r  y e a r  may be d e d u c t i b l e  f o r  t h a t  c a l e n d a r  y e a r ,  or f o r  any

su c c e e d in g  c a l e n d a r  y e a r .

( f )  E x p l o r a t i o n  c o s t s  may be c a r r i e d  forward f o r  purposes  o f  com­

p u t in g  d e d u c t i o n s  a maximum o f  10  y e a r s ,  and may be a l l o c a t e d  among 

f i e l d s  a t  th e  e l e c t i o n  o f  the  p rodu ce r .

S e c .  4 3 .59 .040 .  FIELD DEVELOPMENT COST DEDUCTIONS. (a) For  the 

purpose  o f  computing deve lopment c o s t  d e d u c t i o n s ,  a l l  f i e l d  deve lopment 

c o s t s  s h a l l  be c a p i t a l i z e d  and d e p r e c i a t e d  o -re r  the l i f e  o f  the f i e l d  

o r  the  u s e f u l  l i f e  o f  the  f a c i l i t y  to  which t a e y  a r e  a t t r i b u t a b l e ,  

wh icheve r  i s  l e s s ,  in  a c c o rd anc e  w ith  r e g u l a t i o n s  promulgated by the 

depar tmen t .  Each y e a r  the d e p r e c i a t i o n  c h a r g e a b l e  to  o i l  s h a l l  be 

d e te rm ined  by m u l t i p l y i n g  the  t o t a l  d e p r e c i a t i o n  c h a r g e a b l e  to the 

f i e l d  f o r  t h a t  y e a r  by the  f r a c t i o n  o f  the  v a lu e  o f  the f i e l d ' s  produc­

t i o n  a c coun ted  f o r  by o i l  d u r in g  t h a t  y e a r .

(b) F i e l d  deve lopment c o s t s  s h a l l  be l im i t e d  to  the c o s t s  o f  goods 

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

o th e r  than v a r i a b l e  p rodu c t io n  c o s t s  a s  d e f i n e d  i n  s e c .  50 o f  t h i s  

c h a p t e r ; a d m i n i s t r a t i v e ,  e n g i n e e r i n g ,  or d e s i g n  c o s t s  I n cu r r ed  o u t s i d e  

A l a s k a  may not be a l l ow ed  iri c a l c u l a t i n g  the d ed u c t i o n s  or the d e p r e c i a ­

t i o n  b a s i s .

(c )  No deve lopment c o s t  i n c u r r e d  b e f o r e  J a n u a r y  1 ,  1970 s h a l l  be 

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

t i e s  i n  o p e r a t i o n  b e f o r e  the  e f f e c t i v e  d a t e  o f  t h i s  A c t ,  the  c a r r y i n g  

fo rward  o f  d e p r e c i a t i o n  a c c r u i n g  b e f o r e  the  e f f e c t i v e  d a t e  o f  t h i s  Act
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s h a l l  not  be p e rm i t t e d .

(d) I n t e r e s t  not  to  e x c t e d  n ine  p e r  c en t  per annum on funds used 

du r in g  and i n  the c o n s t r u c t i o n  o f  f a c i l i t i e s  used and u s e f u l  i n  the  

p rodu c t i o n  o f  a f i e l d  may be c a p i t a l i z e d .

S e c .  4 3 .59 .050 .  VARIABLE PRODUCTION COST DEDUCTIONS. (a)  Deduc­

t i b l e  p r o du c t i o n  c o s t s  a r e  l im i t e d  to  th o s e  c o s t s  a l l o c a b l e  t o  o i l  which 

would not be i n c u r r e d  i f  p rodu c t i o n  were t o  c e a s e ,  and may be c a r r i e d  

fo rward  on l y  under th e  c o n d i t i o n s  s p e c i f i e d  i n  s e c .  70 o f  t h i s  c h a p t e r .

(b) P ro du c t i o n  c o s t s  a l l o c a b l e  t o  o i l  s h a l l  be de te rm ined  each 

y e a r  by m u l t i p l y i n g  a g g r e g a t e  p rodu c t io n  c o s t s  i n  the  f i e l d  f o r  o i l  and 

gas by the  f r a c t i o n  o f  the  v a l u e  o f  the  f i e l d ' s  p rodu c t i o n  accounted  f o r  

by o i l .

S e c .  4 3 .59 .060 .  TRANSPORTATION COST DEDUCTIONS. When the  commis­

s i o n e r  o f  rev enue  d e t e rm in e s  t h a t  t r a n s p o r t a t i o n  t a r i f f s  o r  ch a rg e s  may 

not a c c u r a t e l y  r e p r e s e n t  the t r u e  c o s t s  and t h a t  t r a n s p o r t a t i o n  ch a rge s  

a r e  b e in g  p a id  to  an e n t i t y  a f f i l i a t e d  w i th  an o i l  p roducer  t a x p a y e r ,  

he may, a f t e r  p romu lg a t ion  o f  r e g u l a t i o n s  go v e rn in g  the  d e t e rm in a t i o n  by 

him o f  the  f a i r  t r a n s p o r t a t i o n  c o s t s ,  and p u b l i c  h e a r i n g ,  make a d e t e r ­

m in a t ion  o f  the  d e d u c t i b l e  t r a n s p o r t a t i o n  c o s t  f o r  the  purposes  o f  com­

p u t in g  the t a x e s  due under t h i s  c h a p t e r .  No p roduce r  a f f e c t e d  by t h i s  

d e t e rm in a t i o n  s h a l l  be a l l ow ed  t r a n s p o r t a t i o n  c o s t  d e d u c t i o n s  in  e x c e s s  

o f  the  amounts de te rm ined  by the  commiss ioner  to  be f a i r  and d e d u c t i b l e  

S e c .  4 3 .5 9 .0 70 .  LOSS CARRY FORWARD. Development and p rodu c t io n  

c o s t  d e d u c t i o n s  may be c a r r i e d  forward o n l y  to  the  e x t e n t  t h a t  they 

e x c e ed  the  t o t a l  v a l u e  o f  the  o i l  a t  the  p o in t  o f  v a l u e  d e t e rm in a t i o n  

f o r  t h i s  t a x ,  l e s s  t r a n s p o r t a t i o n  c o s t s  from the  f i e l d ;  th ey  may be 

c a r r i e d  beyond any s u c c e e d in g  y e a r  on l y  i f  no t a x  was due i n  t h a t  y e a r .

S e c .  4 3 .59 .080 .  ROYALTY OIL .  The t a x  imposed by t h i s  ch ap t e r  i s  

upon the  v a l u e  o f  t h e  t o t a l  p rodu c t io n  o f  a l l  o i l  removed or s o l d  from 
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each l e a s e  or p r o p e r t y ,  l e s s  any p a r t  the  ownersh ip  or r i g h t  to  which 

i s  exempt from t a x a t i o n .  In  making s e t t l em e n t  w i th  a r o y a l t y  owner 

the  p roducer  may deduct  the amount o f  the  t a x  p a id  on r o y a l t y  o i l ,  or 

may deduct r o y a l t y  o i l  e q u i v a l e n t  i n  v a lu e  to  th e  amount o f  t a x  p a i d ,  

a t  the  t im e  the  t a x  becomes due.

S e c .  4 3 .59 .090 .  PAYMENT 01 TAX. (a)  The o i l  p rodu c t i o n  income 

t a x  s h a l l  be p a id  a n n u a l l y .  The t a x  i s  due on A p r i l  15  on o i l  or gas 

removed or  s o l d  from each l e a s e  o r  p rop e r t y  du r in g  the  p r e c e d in g  c a l e n ­

d a r  y e a r .

(b) E v e r y  p roduce r  whose income i s  s u b j e c t  to  the  t a x  imposed by 

t h i s  c h ap t e r  s h a l l  f i l e  a n n u a l l y  by F eb rua ry  1  o f  each  y e a r ,  w i th  the 

d epa r tmen t ,  a s t a t emen t  showing the v a lu e  o f  o i l  a s  s p e c i f i e d  i n  s e c .  20 
o f  t h i s  c h a p t e r ,  and s h a l l  under the  p e n a l t y  o f  p e r j u r y  f u r n i s h  a l l  the 

i n f o rm a t i o n  the  Department o f  Revenue p r e s c r i b e s  on a form s u p p l i e d  by 

the  d epar tmen t .

(c) The t a x  p a y ab l e  under t h i s  c h ap t e r  s h a l l  be a l l ow ed  a s  a c r e d i t  

a g a i n s t  the  t a x  due under ch .  20 o f  t h i s  t i t l e .

S e c .  'I3 . 5 9 . IOO. VALUE MAY BE DETERMINED BY DEPARTMENT. The d e ­

par tment may, under r e g u l a t i o n s  p romu lgated  i n  a d v an c e ,  d e te rm ine  the  

f a i r  market v a l u e  o f  the  o i l  a t  the  p o in t  o f  f i r s t  s a l e  or a t  the  

r e f i n e r y  when

(1 ) the  s e l l e r  and pu r ch a s e r  a r e  a f f i l i a t e d  p e r s o n s ;

( 2 ) the  s a l e  and purchase  o f  the  p r o du c t i o n  i s  not  an arm 's  

l e n g t h  t r a n s a c t i o n  or i s  not r e p r e s e n t a t i v e  o f  c o m p e t i t i v e  market v a l u e ;  

or

( 3 ) t h e r e  i s  no c o m p e t i t i v e  market a t  the  r e f i n e r y  f o r  o i l  o f  

s im i l a r  k ind  and q u a l i t y .

S e c .  4 3 . 5 9 . 1 1 0 .  ADMINISTRATION OF TAX. AS 4 3 .5 5 .04 0 ,  43*55 .050 ,

4 3 .5 5 .0 7 0 ,  4 3 .5 5 .09 0 ,  and 4 3 . 5 5 . l l O  ap p l y  w i th  r e s p e c t  to  t h i s  c h a p t e r .
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S e c .  4 3 . 5 9 . 1 2 0 .  NONPAYMENT OP TAX. The p r o v i s i o n s  f o r  c i v i l  

p e n a l t y ,  i n t e r e s t  and remedy e s t a b l i s h e d  i n  AS 4 3 . 5 8 . 1 2 0 ,  4 3 . 5 8 . 1 3 0 ,  

and 4 3 . 5 8 . 1 5 0  app ly  to  t h i s  c h a p t e r .

S e c .  4 3 . 5 9 . 1 3 0 .  REGULATIONS. The depar tment may adopt r e g u l a t i o n s  

i n  a c c o rd an c e  w i th  the  A d m in i s t r a t i v e  P rocedure  Act (AS 44.62) a s  appro ­

p r i a t e  to  a dm in i s t e r  and e n f o r c e  t h i s  c h a p t e r .

S e c .  4 3 . 5 9 . 1 4 0 .  DEPOSIT OF REVENUE, (a)  The department s h a l l  

d e p o s i t  the  money c o l l e c t e d  under t h i s  ch ap t e r  i n  th e  g e n e r a l  fund .

(b) S i x t y  per  c en t  o f  the  money d e p o s i t e d  i n  th e  g e n e r a l  fund 

under t h i s  c h ap t e r  s h a l l  be p l a c e d  i n  a s p e c i a l  "permanent fund a c c oun t "  

i n  the  g e n e r a l  fund .

S e c .  4 3 , 5 9 . 1 5 0 .  PAYMENT TO ALASKA NATIVE FUND. When the  t a x  

l e y i e d  under t h i s  c h ap t e r  i s  p a y a b l e ,  an amount e q u i v a l e n t  t o  not l e s s  

than two per  c en t  o f  the  t a x  s h a l l  be p a id  by the  s t a t e  from o i l  and gas 

r o y a l t i e s ,  bonuses and r e n t a l s  i n t o  the  A l a s k a  N a t i v e  fund e s t a b l i s h e d  

by s e c .  6 o f  the  A l a s k a  N a t i v e  Cla ims S e t t l em en t  Act ( P . L .  92-203 ;  85 
S t a t .  688; 43 U .S .C .  1 6 0 1  e t  s e q . )  u n t i l  a l l  payments made i n t o  the fund 

equ a l  $500 ,000 ,000 .

S e c .  4 3 . 5 9 . l 6 0 .  DEFINITIONS. I n  t h i 3  ch ap te r  "depar tmen t "  means 

the  Department o f  Revenue ,  and o i l  and gas a r e  as  d e f i n e d  I n  AS 43- 55-— 

14 0 .

* S e c .  2 .  Th i s  Act t a k e s  e f f e c t  J a n u a r y  1 ,  1977*
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I n t r o d u c e d :  4 / 7 / 7 6
R e f e r r e d :  R e s o u r c e s  a n d  F i n a n c e

B Y  COWPER,BRADLEY ,BROWN,DUNCAN, 
GARDINER ,  GRUENING ,  K E L L E Y , MCKINNON 
MALONE, M I L L E R , NAUGHTON, PARKER ,

I N  THE HOUSE PARR AND SWANSON

2d  SPONSOR SUBST ITUTE  FOR HOUSE B I L L  NO. 803

IN  THE LEG IS LATURE  OF THE STATE OF ALASKA 

NINTH LEG IS LATURE  -  SECOND S E S S IO N  

A B I L L

F o r  a n  A c t  e n t i t l e d :  "A n  A c t  p r o v i d i n g  f o r  a n  o i l  p r o d u c t i o n  i n c o m e  t a x ;  anc

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

BE I T  ENACTED BY THE LEG IS LATURE  OF THE STATE OF ALASKA :

*  S e c t i o n  1 .  AS 43 i s  am en d e d  b y  a d d i n g  a  new c h a p t e r  t o  r e a d :

CHAPTER 5 9 .  O I L  PRODUCTION INCOME TAX .

S e c .  4 3 . 5 9 . 0 1 0 .  TAX IMPOSED .  T h e r e  i s  im p o s e d  f o r  e a c h  t a x a b l e

y e a r  u p o n  a n  o i l  p r o d u c e r  d e r i v i n g  i n c o m e  f r o m  o i l  p r o d u c t i o n  i n  t h e

s t a t e  a  t a x  e q u a l  t o  9 . 4  p e r  c e n t  o f  t h e  n e t  i n c o m e  c o m p u t e d  i n  a c c o r ­

d a n c e  w i t h  s e c .  2 0  o f  t h i s  c h a p t e r .

S e c .  4 3 . 5 9 . 0 2 0 .  COMPUTATION OF TAX B A S E .  The  t a x  u n d e r  t h i s

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

o f  f i r s t  s a l e  o r  I t s  . v a l u e  a t  t h e  r e f i n e r y ,  w h i c h e v e r  I s  l e s s ,  w h i c h  

e x c e e d s  t h e  sum o f  t h e  f o l l o w i n g  a l l o w a b l e  c o s t s :

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

p a y m e n t s ,  a s  c o m p u t e d  u n d e r  s e c .  3 0  o f  t h i s  c h a p t e r ;

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

c o s t s  t h a t  a r e  a t t r i b u t a b l e  t o  o i l ,  a s  c o m p u t e d  u n d e r  s e c s .  40 a n d  5 0  0 
t h i s  c h a p t e r ;

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

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

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

( 4 )  p a y m e n t s  o f  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  t a x  

m ad e  a c c o r d i n g  t o  c h .  5 5  o f  t h i s  t i t l e  d u r i n g  t h e  t a x a b l e  y e a r ,  a f t e r  

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

( 5 )  g e n e r a l  a d m i n i s t r a t i v e  c o s t s  o f  a n  am oun t  e q u a l  t o  2 5  
c e n t s  p e r  b a r r e l .

S e c .  4 3 . 5 9 . 0 3 0 .  EXPLORATION COST DEDUCTIONS.  ( a )  E x p l o r a t i o n  

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

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

c a l  I n v e s t i g a t i o n s  i n c u r r e d  f o r  t h e  p u r p o s e  o f  f i n d i n g  o i l  a n d  g a s  I n  

A l a s k a ;

( 2 ) t h a t  p a r t  o f  t h e  p a y m e n t s  f o r  t h e  r i g h t  t o  e x t r a c t  o i l  

a n d  g a s  i n  A l a s k a  t h a t  i s  a t t r i b u t a b l e  t o  o i l ;

( 3 )  t h e  c o s t  a t t r i b u t a b l e  t o  o i l  o f  d r i l l i n g  f o r  o i l  a n d  g a s

i n  A l a s k a .

( b )  T h e  p e r c e n t a g e  o f  t o t a l  c o s t s  a n d  p a y m e n t s  t h a t  i s  a t t r i ­

b u t a b l e  t o  o i l  s h a l l  b e  e q u a l  t o  t h e  p e r c e n t a g e  a c c o u n t e d  f o r  b y  o i l  I n  

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

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

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

c o  =  ° 0+ g  * w o ^ 0 + g »  w h e r e

CQ =  a n  o i l  p r o d u c e r ’ s  d e d u c t i b l e  c o s t s  a n d  p a y m e n t s  a t t r i b u t a b l e  

t o  o i l  d u r i n g  a  g i v e n  c a l e n d a r  y e a r ;  

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

i n  t h a t  y e a r  i n  e x p l o r i n g  f o r  o i l  a n d  g a s  i n  A l a s k a ;

WV0  =  t h e  w e l l h e a d  v a l u e  o f  a l l  o i l  p r o d u c e d  i n  t h e  s t a t e  d u r i n g  

t h e  p r e c e d i n g  y e a r ;

WV0 + g  =  t h e  w e l l h e a d  v a l u e  o f  a l l  o i l  a n d  g a s  p r o d u c e d  i n  t h e  s t a t e  

d u r i n g  t h e  p r e c e d i n g  y e a r .

( c )  No c o s t s  p a i d  f o r  s e r v i c e s  o r  a n y  p o r t i o n  o f  s e r v i c e s  u s e d  o r  

p r o v i d e d  o u t s i d e  A l a s k a ,  s a l a r i e s  o r  w a g e s  n o t  s u b j e c t  t o  t h e  w i t h h o l d ­

i n g  o f  s t a t e  i n c o m e  t a x  u n d e r  AS 4 3 . 2 0 . 1 7 0 ,  o r  p a y m e n t s  f o r  m a t e r i a l s  or
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s u p p l i e s  n o t  p h y s i c a l l y  l o c a t e d  o r  c o n s u m e d  i n  A l a s k a  m a y  b e  d e d u c t e d  a  5 

a n  e x p l o r a t i o n  c o s t .

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

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

( e )  N o  m o r e  t h a n  2 0  p e r  c e n t  o f  t h e  e x p l o r a t i o n  c o s t s  i n c u r r e d  i n  

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

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

( f )  E x p l o r a t i o n  c o s t s  m a y  b e  c a r r i e d  f o r w a r d  f o r  p u r p o s e s  o f  c o m ­

p u t i n g  d e d u c t i o n s  a  m a x i m u m  o f  1 0  y e a r s ,  a n d  m a y  b e  a l l o c a t e d  a m o n g  

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

S e c .  4 3 . 5 9 . 0 4 0 .  F IE LD  DEVELOPMENT COST DEDUCTIONS.  ( a )  F o r  t h e  

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

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

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

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

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

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

f i e l d  f o r  t h a t  y e a r  b y  t h e  f r a c t i o n  o f  t h e  v a l u e  o f  t h e  f i e l d ’ s  p r o d u c ­

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

( b )  F i e l d  d e v e l o p m e n t  c o s t s  s h a l l  b e  l i m i t e d  t o  t h e  c o s t s  o f  g o o d s  

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

o t h e r  t h a n  v a r i a b l e  p r o d u c t i o n  c o s t s  a s  d e f i n e d  i n  s e c .  5 0  o f  t h i s  

c h a p t e r ;  a d m i n i s t r a t i v e ,  e n g i n e e r i n g ,  o r  d e s i g n  c o s t s  i n c u r r e d  o u t s i d e  

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

t i o n  b a s i s .

( c )  No d e v e l o p m e n t  c o s t  i n c u r r e d  b e f o r e  J a n u a r y  1 ,  1 9 7 0  s h a l l  b e  

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

t i e s  i n  o p e r a t i o n  b e f o r e  t h e  e f f e c t i v e  d a t e  o f  t h i s  A c t ,  t h e  c a r r y i n g  

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

( d )  I n t e r e s t  n o t  t o  e x c e e d  n i n e  p e r  c e n t  p e r  a n n u m  o n  f u n d s  u s e d  

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

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

S e c .  4 3 . 5 9 . 0 5 0 .  VARIA BLE PRODUCTION COST DEDUCTIONS.  ( a )  D e d u c ­

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

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

f o r w a r d  o n l y  u n d e r  t h e  c o n d i t i o n s  s p e c i f i e d  i n  s e c .  7 0  o f  t h i s  c h a p t e r .

( b )  P r o d u c t i o n  c o s t s  a l l o c a b l e  t o  o i l  s h a l l  b e  d e t e r m i n e d  e a c h  

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

g a s  b y  t h e  f r a c t i o n  o f  t h e  v a l u e  o f  t h e  f i e l d ’ s  p r o d u c t i o n  a c c o u n t e d  f o r  

b y  o i l .

S e c .  4 3 . 5 9 . 0 6 0 .  TRANSPORTATION COST DEDUCTIONS.  W h en  t h e  c o m m i s ­

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

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

a r e  b e i n g  p a i d  t o  a n  e n t i t y  a f f i l i a t e d  w i t h  a n  o i l  p r o d u c e r  t a x p a y e r ,  

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

h i m  o f  t h e  f a i r  t r a n s p o r t a t i o n  c o s t s ,  a n d  p u b l i c  h e a r i n g ,  m a k e  a  d e t e r ­

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

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

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

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

S e c .  4 3 . 5 9 . 0 7 0 .  LOSS CARRY FORWARD. D e v e l o p m e n t  a n d  p r o d u c t i o n  

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

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

f o r  t h i s  t a x ,  l e s s  t r a n s p o r t a t i o n  c o s t s  f r o m  t h e  f i e l d ;  t h e y  m a y  b e  

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

S e c .  4 3 . 5 9 . 0 8 0 .  ROYALTY O I L .  T h e  t a x  i m p o s e d  b y  t h i s  c h a p t e r  i s  

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

i s  e x e m p t  f r o m  t a x a t i o n .  I n  m a k i n g  s e t t l e m e n t  w i t h  a  r o y a l t y  o w n e r  

t h e  p r o d u c e r  m a y  d e d u c t  t h e  a m o u n t  o f  t h e  t a x  p a i d  o n  r o y a l t y  o i l ,  o r  

m a y  d e d u c t  r o y a l t y  o i l  e q u i v a l e n t  i n  v a l u e  t o  t h e  a m o u n t  o f  t a x  p a i d ,  

a t  t h e  t i m e  t h e  t a x  b e c o m e s  d u e .

S e c .  4 3 . 5 9 . 0 9 0 .  PAYMENT OP TAX. ( a )  T h e  o i l  p r o d u c t i o n  i n c o m e  

t a x  s h a l l  b e  p a i d  a n n u a l l y .  T h e  t a x  i s  d u e  o n  A p r i l  1 5  o n  o i l  o r  g a s  

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

d a r  y e a r .

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

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

d e p a r t m e n t ,  a  s t a t e m e n t  s h o w i n g  t h e  v a l u e  o f  o i l  a s  s p e c i f i e d  i n  s e c .  2 0  

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

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

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

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

a g a i n s t  t h e  t a x  d u e  u n d e r  c h .  2 0  o f  t h i s  t i t l e .

S e c .  4 3 . 5 9 . 1 0 0 .  VALUE MAY BE DETERMINED BY DEPARTMENT. T h e  d e ­

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

f a i r  m a r k e t  v a l u e  o f  t h e  o i l  a t  t h e  p o i n t  o f  f i r s t  s a l e  o r  a t  t h e  

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

( 1 )  t h e  s e l l e r  a n d  p u r c h a s e r  a r e  a f f i l i a t e d  p e r s o n s ;

( 2 )  t h e  s a l e  a n d  p u r c h a s e  o f  t h e  p r o d u c t i o n  i s  n o t  a n  a r m ' s  

l e n g t h  t r a n s a c t i o n  o r  i s  n o t  r e p r e s e n t a t i v e  o f  c o m p e t i t i v e  m a r k e t  v a l u e  

o;

( 3 )  t h e r e  i s  n o  c o m p e t i t i v e  m a r k e t  a t  t h e  r e f i n e r y  f o r  o i l  o f  

s i m i l a r  k i n d  a n d  q u a l i t y .

S e c .  4 3 . 5 9 . H O .  ADMINISTRATION OP TAX.  AS 4 3 - 5 5 . 0 4 0 ,  4 3 - 5 5 . 0 5 0 ,  

4 3 . 5 5 . 0 7 0 ,  4 3 . 5 5 . 0 9 0 ,  a n d  4 3 . 5 5 . H O  a p p l y  w i t h  r e s p e c t  t o  t h i s  c h a p t e r .
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S e c .  4 3 . 5 9 . 1 2 0 .  NONPAYMENT OF TAX.  T h e  p r o v i s i o n s  f o r  c i v i l  

p e n a l t y ,  i n t e r e s t  a n d  r e m e d y  e s t a b l i s h e d  i n  AS 4 3 . 5 8 . 1 2 0 ,  4 3 . 5 8 . 1 3 0 ,  

a n d  4 3 . 5 8 . 1 5 0  a p p l y  t o  t h i s  c h a p t e r .

S e c .  4 3 . 5 9 . 1 3 0 .  REGULATIONS. 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  t h e  A d m i n i s t r a t i v e  P r o c e d u r e  A c t  ( A S  4 4 . 6 2 )  a 3  a p p r o ­

p r i a t e  t o  a d m i n i s t e r  a n d  e n f o r c e  t h i s  c h a p t e r .

S e c .  4 3 - 5 9 . 1 4 0 .  DE PO SIT  OF REVENUE.  ( a )  T h e  d e p a r t m e n t  s h a l l  

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

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

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

i n  t h e  g e n e r a l  f u n d .

S e c .  4 3 . 5 9 . 1 5 0 .  PAYMENT TO ALASKA NATIVE FUND. W h e n  t h e  t a x  

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

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

r o y a l t i e s ,  b o n u s e s  a n d  r e n t a l s  i n t o  t h e  A l a s k a  N a t i v e  f u n d  e s t a b l i s h e d  

b y  s e c .  6  o f  t h e  A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  A c t  ( P . L .  9 2 - 2 0 3 ;  85  

S t a t .  6 8 8 ;  4 3  U . S . C .  1 6 0 1  e t  s e q . )  u n t i l  a l l  p a y m e n t s  m a d e  i n t o  t h e  f u n d  

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

S e c .  4 3 . 5 9 . l 8 0 .  D E F I N I T I O N S .  I n  t h i s  c h a p t e r  " d e p a r t m e n t "  m e a n s  

t h e  D e p a r t m e n t  o f  R e v e n u e ,  a n d  o i l  a n d  g a s  a r e  a s  d e f i n e d  i n  AS 4 3 - 5 5 . — 

1 4 0 .

*  S e c .  2 .  T h i s  A c t  t a k e s  e f f e c t  J t n u a r y  1 ,  1 9 7 7 .
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Introduced: 2/17/76
Referred; Resources and Finance

BY COWPER,BRADLEY,BROWN,DUNCAN, 
GARDINER,GRUENING,KELLEY,MCKINNON 

IN THE HOUSE MALONE,MILLER,NAUQHTON,PARKER,
P A R R  A N D  S W A N S O N

H O U S E  B I L L  NO. 803 

IN 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  

N I N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N  

A B I L L

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

p r o v i d i n g  fo r  an e f f e c t i v e  da t e . "

3E I T  E N A C T E D  BY T H E  L E G I S L A T U R E  O F  THE  S T A T E  OF ALASKA:

* S e c t i o n  1. AS 43 is a m e n d e d  by a d d i n g  a n e w c h a p t e r  to read:

C H A P T E R  59. O I L  P R O D U C T I O N  I N C O M E  TAX.

Sec. 4 3 . 5 9 - 0 1 0 .  T A X  IMPOSED. T h e r e  is i m p o s e d  for  e a c h  t a x a b l e  

y e a r  u p o n  a n  oi l  p r o d u c e r  d e r i v i n g  i n c o m e  f r o m  oil p r o d u c t i o n  in the 

s t a t e  a tax c o n s i s t i n g  of a n o r m a l  t ax  e q u a l  to 10 p e r  cent o f  the amount 

c o m p u t e d  u n d e r  sec. 20 of this c h a p t e r  a n d  a s u r t a x  e q u a l  to 40 pe r  cent 

o f  th e  a m o u n t  c o m p u t e d  u nd e r  sec. 30 of this chapter.

Sec. 4 3 . 5 9 . 0 2 0 .  C O M P U T A T I O N  OF N O R M A L  T A X  BASE. N o r m a l  tax u n d e r  

t hi s  c h a p t e r  is i m p o s e d  on that p o r t i o n  of the v a l u e  of the oi l  at the 

p o i n t  o f  f i r st  s a l e  or its v a l u e  at the r e f i n e r y ,  w h i c h e v e r  is less, 

w h i c h  e x c e e d s  the sum of the f o l l o w i n g  a l l o w a b l e  c o s t s  oy an a m o u n t  not 

g r e a t e r  t h a n  25 p e r  cent:

(1) e x p l o r a t i o n  costs, I n c l u d i n g  b o n u s  p a y m e n t s ,  as c o m p u t e d  

u n d e r  sec. 40 o f  this chapter;

(2) f i e l d  d e v e l o p m e n t  costs and p r o d u c t i o n  c o s t s as c o m p u t e d  

u n d e r  sec. 50 of this chapter;

(3) cost of t r a n s p o r t  of the oil from the f ield In w h i c h  it 

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

l e s s ;

(3) s e v e r a n c e  taxes i m p o s e d  u n d e r  chs. 55 an d  57 o f  this title

(4) g e n e r a l  a d m i n i s t r a t i v e  costs of an a m o u n t  e q u a l  to 25

-1_ HB 803



c e n t s p e r  barr e l .

Sec. 4 3 . 5 9. 0 3 0 .  C O M P U T A T I O N  OF S U R T A X  BASE. S u r t a x  u n d e r  this 

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

p o i n t  of f i r s t  sale, or t h e  r e f i n e r y  to w h i c h  it is d e l i v e r e d ,  w h i c h­

eve r  is less, e x c e e d s  125 pe r  cent o f  the a l l o w a b l e  c osts set out in 

sec. 20(a) - (e) of t his c h a pter.

Sec. 4 3 . 5 9 . 04 0 .  E X P L O R A T I O N  C O S T  D E D U C T I O N S .  (a) E x p l o r a t i o n  

costs s h a l l  be l i m i t e d  to:

(1; costs a t t r i b u t a b l e  to oi l  of g e o p h y s i c a l  an d  g e o l o g i c a l  

i n v e s t i g a t i o n s  for  the p u r p o s e  of f i n d i n g  oi l  an d  gas, p r o v i d i n g  the 

i n v e s t i g a t i o n s  ar e  c a r r i e d  out on l and s u b j e c t  to this  tax at the time 

of th e  i n v e s t i g a t i o n ;

(2) c o s t s  a t t r i b u t a b l e  to oil of a c q u i r i n g  i n t e r e s t s  in oil 

and gas on l ands s u b j e c t  to this tax;

(3) c o s t s  a t t r i b u t a b l e  to oil of e x p l o r a t i o n  a n d  e x p l o r a t o r y  

d r i l l i n g  for oil a n d  gas o n  l ands s u b j e c t  to this tax.

(b) No c o s t s  p a i d  for s e r v i c e s  or any p o r t i o n  o f  s e r v i c e s  u s e d  or 

p r o v i d e d  o u t s i d e  A l a s k a ,  s a l a r i e s  or w a g e s  not s u b j e c t  to the w i t h h o l d i n g  

of s t a t e  i n c o m e  tax u n d e r  AS 4 3 . 2 0 . 1 7 0 ,  or p a y m e n t s  for m a t e r i a l s  or 

s u p p l i e s  no t  c o n s u m e d  or p h y s i c a l l y  l o c a t e d  in A l a s k a  m a y  be d e d u c t e d  as 

an e x p l o r a t i o n  cost.

(c) N o  c o s t s  i n c u r r e d  b e f o r e  tne e f f e c t i v e  d a t e  of thi s  Ac t  may be 

d e d u c t e d  as an e x p l o r a t i o n  cost.

(u) No m o r e  than 20 p e r  cent of the e x p l o r a t i o n  c o s t s  i n c u r r e d  in 

an y  y e a r  ma y  be d e d u c t i b l e  i n  that year, or iri any s u c c e e d i n g  year.

(e; E x p l o r a t i o n  c o s t s  ma y  be c a r r i e d  f o r w a r d  for p u r p o s e s  o f  c o m­

p u t i n g  d e d u c t i o n s  a m a x i m u m  of 10 years.

(f) T h e  p e r c e n t a g e  of e x p l o r a t i o n  c o s t s  a l l o c a b l e  to oil s h a l l  be 

e q u a l  to th e  p e r c e n t a g e  of the t o t a l  w e l l h e a d  v a l u e  of o i l  an d  gas 
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p r o d u c t i o n  a c c o u n t e d  f o r  by oil i n  the y e a r  p r e c e e d i n g  t h a t  in  w h i c h  the 

e x p l o r a t i o n  c o s t s  are inc u r r e d .

Sec. 4 3 . 5 9 . 0 5 0 .  F I E L D  D E V E L O P M E N T  A N D  P R O D U C T I O N  C O S T  D E D U C T I O N S ,

(a) F i e l d  d e v e l o p m e n t  and p r o d u c t i o n  c o s t s are d e d u c t i b l e  o n l y  in 

c o m p u t i n g  t h e  ta x  due o n  oil p r o d u c e d  f r o m  the f i e l d  i n  w h i c h  they w e r e  

i n curred.

(b) F i e l d  d e v e l o p m e n t  and p r o d u c t i o n  cost d e d u c t i o n s  ar e  l i m i t e d  

t o  the c o s t s  of g o o d s  a n d  s e r v i c e s  u s e d  an d  u s e f u l  in A l a s k a  in the 

d e v e l o p m e n t  o r  p r o d u c t i o n  of the field; no d e d u c t i o n  f o r  a d m i n i s t r a t i v e ,  

e n g i n e e r i n g  o r  d e s i g n  c o s t s  i n c u r r e d  o u t s i d e  A l a s k a  m a y  be a l l o w e d .

(c) P r o d u c t i o n  c o s t s  a r e  l i m i t e d  t o  t h o s e  c o s t s  w h i c h  w o u l d  not be 

i n c u r r e d  if p r o d u c t i o n  w e r e  to cease, a n d  are d e d u c t i b l e  only a g a i n s t  

i n c o m e  f r o m  oi l  p r o d u c e d  in the y e a r  in w h i c h  the c os t s  w e r e  i ncurred.

(d) D e v e l o p m e n t  c o s t s  s hall be d e d u c t e d  o v e r  the l ife of the 

f i e l d  o r  the u s e f u l  lif e  of the f a c i l i t y  to w h i c h  the y  a r e  a t t r i b u t a b l e ,  

w h i c h e v e r  is less, in a c c o r d a n c e  w i t h  d e p r e c i a t i o n  s h c e d u l e s  a p p r o v e d  by 

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

(e) N o  d e v e l o p m e n t  c osts i n c u r r e d  b e f o r e  J a n u a r y  1, 197 0  are 

d e d u c t i b l e .

(f) I n t e r e s t  p a i d  o n  f u n d s  u s e d  d u r i n g  a n d  i n  the c o n s t r u c t i o n  of 

f a c i l i t i e s  u s e d  a n d  u s e f u l  in the p r o d u c t i o n  o r  d e v e l o p m e n t  o f  a field 

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

an c e  w i t h  d e p r e c i a t i o n  s c h e d u l e s  a p p r o v e d  by the d e p a r t m e n t .

(g) Th e  p e r c e n t a g e  of d e v e l o p m e n t  an d  p r o d u c t i o n  c o s t  a l l o c a b l e  to 

o i l  s h a l l  be e q u a l  to t h e  p e r c e n t a g e  of the t o t a l  w e l l h e a d  v a l u e  of oil 

a n d  gas p r o d u c e d  f r o m  t h e  f i e l d  a c c o u n t e d  for by oi l  in t h e  y e a r  p r e -  

c e e u i n g  tha t  in w h i c h  t h e d e d u c t i o n  is taken.

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

u p o n  the t o t a l  p r o d u c t i o n  of all o i l  r e m o v e d  o r  s o l d  f r o m  e a c h  l e a s e  or
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p r o p e rt y ,  less a n y  p ar t  the o w n e r s h i p  or r i g h t  to w h i c h  is e x e m p t  f ro m  

t a x a t io n .  In m a k i n g  s e t t l e m e n t  w i t h  a r o y a l t y  o w n e r  th e  p r o d u c e r  may 

d e d u c t  the a m o u n t  of the ta x  p a i d  on r o y a l t y  oil, o r  m a y  d e d u c t  r o y a l t y  

oi l  e q u i v a l e n t  in va lu e ,  at the t i m e  the tax b e c o m e s  due, to th e  a m o u n t  

o f  tax paid.

Sec. ^ 3 . 5 9 *0 7 0 .  P A Y M E N T  OF TAX. (a) T h e  o i l  p r o d u c t i o n  i n c o m e  tax 

s h a l l  be  pa i d  ann u a l l y .  Th e  tax is due on A p r i l  15 on oi l  or gas r e­

moved or sold f rom e a c h  l ea s e  or p r o p e r t y  d u r i n g  th e  12 m o n t h s  b e f o r e  

the p r e c e d i n g  Janua ry .

(b) E v e r y  p e r s o n  e n g a g e d  in p r o d u c i n g  oi l  and gas f r o m  p r o p e r t i e s  

s u b j e c t  to thi s  tax s h a l l  file  a n n u a l l y  by F e b r u a r y  1 of e a c h  year, w i t h  

th e  d e p a r t m e n t ,  a s t a t e m e n t  s h o w i n g  t h e  v a l u e  of oi l  as s p e c i f i e d  in 

sec. 20 of this c h a p t e r  an d  c l a i m e d  d e d u c t i o n s  for e a c h  w e l l  or  f i e l d  

owned, w o r k e d  or o p e r a t e d  by that p e r s o n  d u r i n g  the p r e v i o u s  year.

(c) Th e  s t a t e m e n t  s h a l l  be on forms p r e s c r i b e d  by or a c c e p t a b l e  to 

the d e p a r t m e n t ,  u n d e r  o ath, a n d  s h a l l  I n c lude, in a d d i t i o n  to o t h e r  

I n f o r m a t i o n  r e q u i r e d  by r e g u l a t i o n

(1) the n ame and a d d r e s s  of the o p e r a t o r  o f  the w e l l  or field 

t o g e t h e r  w i t h  a list in d u p l i c a t e  o f  the n a m e s  an d  a d d r e s s e s  o f  any 

p e r s o n s  o w n i n g  or c l a i m i n g  a r o y a l t y  I n t e r e s t  in the p r o d u c t i o n  of the 

we l l  or field or the p r o c e e d s  f r o m  the sal e  of it, a n d  the a m o u n t  p aid

or- d e l i v e r e d  in k.-'nd as r o y a l t y  to e a c h  of t h e s e  p e r s o n s  d u r i n g  the

p e r i o d  c o v e r e d  by the s t a t e m e n t ;

(2) the d e s c r i p t i o n  a nd  l o c a t i o n  of the w e l l  or field;

(3) the n u m b e r  of c u b i c  feet of n a t u r a l  gas, b a r r e l s  of

p e t r o l e u m ,  or o t h e r  c r u d e  or m i n e r a l  oil e x t r a c t e d  o r  p r o d u c e d  f r o m  the 

w ell or field d u r i n g  the p e r i o d  c o v e r e d  by the s t a te m e n t ;

(4) the v a l u e  o f  p r o d u c t i o n  at the p o i n t  o f  f i r s t  sal e  or 

at the r e f i n e r y,  w h i c h e v e r  is g r e a t e r ;  and
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(5) the c l a i m e d  d e d u c t i o n s  as a l l o w e d  u n d e r  sec. 20 of this 

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

Sec. 4 3. 5 9 . 0 8 0 .  V A L U E  M A Y  BE D E T E R M I N E D  BY D E P A R T M E N T .  Th e  d e p a r t­

me n t  may d e t e r m i n e  the v a l u e  o f  the oil at the p o i n t  of first sale or 

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

(1) the s e l l e r  and p u r c h a s e r  a r e  a f f i l i a t e d  p e r s o n s ;

(2) the s a l e  a n d  p u r c h a s e  of the p r o d u c t i o n  is not an a r m 's  

l e n g t h  t r a n s a c t i o n  or is not r e p r e s e n t a t i v e  of c o m p e t i t i v e  m a r k e t  

value; or

(3) t h e r e  is n o  fre e  m a r k e t  at the r e f i n e r y  for oil of 

s i m i l a r  k i n d  a n d  q u a l i t y .

Sec. 4 3. 5 9 . 0 9 0 .  A D M I N I S T R A T I O N  OF TAX. T h e  ta x  i m p o s e d  u n d e r  this 

c h a p t e r  s h a l l  be a d m i n i s t e r e d  in the m a n n e r  p r o v i d e d  in A S  4 3 . 5 5 . 0 4 0 ,

4 3 . 5 5 . 0 5 0 ,  4 3 . 5 5 . 0 7 0 ,  4 3 . 5 5 . 0 9 0 ,  a n d  4 3 .55.110.

Sec. 4 3 . 5 9 . 1 0 0 . N O N P A Y M E N T  OF TAX. The p r o v i s i o n s  fo r  c i v i l  

p e n a l t y ,  i n t e r e s t  a n d  r e m e d y  e s t a b l i s h e d  in AS 4 3 . 5 8 . 1 2 0 ,  4 3 . 5 8 . 1 3 0 ,  and 

4 3 . 5 B . 1 5 0  a p p l y  to this c h a pt e r .

Sec. 4 3 .5 9 . H O .  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  

in a c c o r d a n c e  w i t h  the A d m i n i s t r a t i v e  P r o c e d u r e  Act (AS 44.62) as a p p r o­

pr i a t e  to a d m i n i s t e r  and e n f o r c e  t his chapter.

Sec. 4 3 . 5 9 . 1 2 0 .  D E P O S I T  O F  RE V E N U E .  (a) The d e p a r t m e n t  s h a l l  

d e p o s i t  t h e m o n e y  c o l l e c t e d  u n d e r  this c h a p t e r  in the g e n e r a l  fund.

(b) S i x t y  pe r  cen t  of the m o n e y  d e p o s i t e d  in the g e n e r a l  fund u n d e r  

t his c h a p t e r  s h a l l  be p l a c e d  in a s p e c i a l  " p e r m a n e n t  fund a c c o u n t "  in 

the g e n e r a l  fund.

Sec. 4 3 . 5 9 . 1 3 0 .  P R I V A T E  L A N D  I N C E N T I V E  E X E M P T I O N .  O i l  p r o d u c e d  

f r o m  n o n g o v e r n m e n t a l l y  o w n e d  m i n e r a l  fee i n t e r e s t s  is e x e m p t  f r o m  the 

p a y m e n t  of t axes u n d e r  t hi s  chapter.

Sec. 4 3 . 5 9 . 1 4 0 .  P A Y M E N T  T O  A L A S K A  N A T I V E  FUND. W h e n  the tax
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l e v i e d  u n d e r  this c h a p t e r  is p a y a b l e  an a m o u n t  e q u i v a l e n t  to n o t  l ess 

than two per cent of the tax s h a l l  be p a i d  by the s t a t e  f r o m  o i l  a n d  

ga s  r o y a l t i e s ,  b o n u s e s  a n d  r e n t a l s  i n t o  the A l a s k a  N a t i v e  F u n d  e s t a b­

li s h e d  by sec. 6 of the A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  Act (P.L. 92- 

203, 85 Stat. 688, 43 U.S.C. 1 6 0 1  et seq.) u n t i l  a l l  p a y m e n t s  p a i d  

i n t o  the fun d  e q u a l  $ 5 0 0 , 0 0 0 , 0 0 0 .

Sec. ^3 .5 9 .1 5 0 . D E F I N I T I O N S .  In this c h a p t e r  " d e p a r t m e n t "  m e a n s  

t h e  D e p a r t m e n t  of R e v e n u e.

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

HB 803 - 6 - #
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H O U S E  B I L L  NO. 803 

IN T H E  L E G I S L A T U R E  OF  T H E  S T A T E  OF A L A S K A  

N I N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N  

A B I L L

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

p r o v i d i n g  f o r  an e f f e c t i v e  da t e . "

3E 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  OF ALAS K A:

* S e c t i o n  1. AS *13 is a m e n d e d  by a d d i n g  a n e w  c h a p t e r  to read:

C H A P T E R  59. O I L  P R O D U C T I O N  I N C O M E  TAX.

Sec. *13.59.010. T A X  I MP O S E D .  T h e r e  is i m p o s e d  fo r  e a c h  t a x a b l e  

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

s t a t e  a ta 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 10 pe r  cent o f  the a m o u n t  

c o m p u t e d  u n d e r  sec. 20 of thi s c h a p t e r  a n d  a s u r t a x  e q u a l  to *10 p e r  cent 

o f  the a m o u n t  c o m p u t e d  u n d e r  sec. 30 o f  this chapter.

Sec. *13.59.020. C O M P U T A T I O N  OF N O R M A L  T A X  BASE. N o r m a l  tax u n d e r  

this c h a p t e r  is i m p o s e d  on that p o r t i o n  of th e  v a l u e  of the oi l  at the 

p o i n t  of f i r s t  s a l e  or its v a l u e  at th e  r e f i n e r y ,  w h i c h e v e r  is less, 

w h i c h  e x c e e d s  the  su m  o f  the f o l l o w i n g  a l l o w a b l e  c o s t s  by a n  a m o u n t  not 

g r e a t e r  t h a n  25 p e r  cent:

(1) e x p l o j a t i o n  costs, i n c l u d i n g  b o n u s  p a y m e n t s ,  as c o m p u t e d  

u n d e r  sec. *10 of  th i s  c ha pter;

(2) f i e l d  d e v e l o p m e n t  c osts and p r o d u c t i o n  c o s t s  as c o m p u t e d  

u n d e r  sec. 50 of this c h ap t e r ;

(3) cost o f  t r a n s p o r t  of t h e  oil from the f ield in w h i c h  it 

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

l e s s ;

(3) s e v e r a n c e  t a xe s  i m p o s e d  u n d e r  chs. 55 a n d  57 of thi s  t itle 

(*l) g e n e r a l  a d m i n i s t r a t i v e  c o s t s  of a n  a m o u n t  e q u a l  to 25
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c e n t s  p e r  barrel.

Sec. 4 3 . 5 9 . 0 3 0 .  C O M P U T A T I O N  O F  S U R T A X  BASE. S u r t a x  u n d e r  this 

c h a p t e r  is i m p o s e d  on the a m o u n t  by w h i c h  th e v a l u e  of the oil at the 

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

ev e r  is less, e x c e e d s  1 25  per cent of th; a l l o w a b l e  costs set out in 

sec. 20(a) - (e) of thi s  chapter.

Sec. 4 3 . 5 9 . 04 0 .  E X P L O R A T I O N  C O S T  D E D U C T I O N S .  (a) E x p l o r a t i o n  

c o s t s  s h a l l  be l i m i t e d  to:

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

i n v e s t i g a t i o n s  for the p u r p o s e  of f i n d i n g  oil a n d  gas, p r o v i d i n g  the 

i n v e s t i g a t i o n s  are c a r r i e d  out on l a n d  s u b j e c t  tc th i s  t a x  at the t i m e  

of the i n v e s t i g a t i o n ;

(2) c o s ts  a t t r i b u t a b l e  t o  oi l o f  a c q u i r i n g  i n t e r e s t s  in oi l  

a n d  gas on l a n d s  s u b j e c t  to t h i s  tax;

(3) costs a t t r i b u t a b l e  to oi l  o f  e x p l o r a t i o n  and e x p l o r a t o r y  

d r i l l i n g  for o i l  a n d  gas o n  l a n d s  s u b j e c t  to this tax.

(b) No c o s t s  p a i d  fo r s e r v i c e s  or any p o r t i o n  of s e r v i c e s  use d  or 

p r o v i d e d  o u t s i d e  A l a s k a , s a l a r i e s  o r  w a g e s  not s u b j e c t  to the w i t h h o l d i n g  

of s t a t e  i n c o m e  tax u n d e r  AS 4 3 . 2 0 , 1 7 0 ,  or p a y m e n t s  for m a t e r i a l s  or 

s u p p l i e s  not c o n s u m e d  or p h y s i c a l l y  l o c a t e d  in A l a s k a  m a y  be d e d u c t e d  as 

an e x p l o r a t i o n  cost.

(e) Mo c o s t s  i n c u r r e d  b e f o r e  the e f f e c t i v e  d a t e  of t his Act ma y be 

d e d u c t e d  rs a n  e x p l o r a t i o n  cost.

(d) No m o r e  tha n  20 per cent of  the e x p l o r a t i o n  c osts i n cu r r e d  in 

any y e a r  ma y be d e d u c t i b l e  in that y e a r ,  or in any s u c c e e d i n g  year.

(e) E x p l o r a t i o n  c o s t s  m a y  be c a r r i e d  f o r w a r d  fo r  p u r p o s e s  of c o m­

p u t i n g  d e d u c t i o n s  a m a x i m u m  of 10 years.

(f) Th e  p e r c e n t a g e  of e x p l o r a t i o n  c o s t s  a l l o c a b l e  to oil s h a l l  be 

e q u a l  j the p e r c e n t a g e  of the t o t a l  w e l l h e a d  v a l u e  of oil and gas
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p r o d u c t i o n  a c c o u n t e d  for by oi l  in th e  y e a r  p r o c e e d i n g  t h a t  in w h i c h  the 

e x p l o r a t i o n  c o s ts  are i n c u r r e d .

Sec. ^ 3 . 5 9 • 0 5 0 .  F I E L D  D E V E L O P M E N T  A N D  P R O D U C T I O N  C O S T  D E D U C T I O N S ,  

(a) F i e l d  d e v e l o p m e n t  a n d  p r o d u c t i o n  c os t s  ar e  d e d u c t i b l e  o nly in 

c o m p u t i n g  the tax  d u e  on oil  p r o d u c e d  f r o m  the f i el d  in w h i c h  they w e r e  

incurred.

(b) F i e l d  d e v e l o p m e n t  an d  p r o d u c t i o n  cost d e d u c t i o n s  are l i m i t e d  

to the c o s t s  o f  g o o d s  an d  s e r v i c e s  u s e d  an d  u s e f u l  in A l a s k a  in the 

d e v e l o p m e n t  cr p r o d u c t i o n  of the field; no d e d u c t i o n  for a d m i n i s t r a t i v e ,  

e n g i n e e r i n g  or d e s i g n  c o s t s  i n c u r r e d  o u t s i d e  A l a s k a  m a y  be allowed.

(c) P r o d u c t i o n  c os t s  are l i m i t e d  to t h o s e  costs w h i c h  w o u l d  not be 

i n c u r r e d  if p r o d u c t i o n  w e r e  to cease, a n d  are d e d u c t i b l e  o n l y  a g a i n s t  

i n c o m e  f r o m  oil p r o d u c e d  in t h e  y e a r  in w h i c h  t h e  c o s ts  w e r e  inc u rr e d .

(d) D e v e l o p m e n t  c o s t s s h a l l  be d e d u c t e d  o v e r  the lif e  of the 

f i e l d  or t h e u s e f u l  life of the f a c i l i t y  to w h i c h  t hey a re  a t t r i b u t a b l e ,  

w h i c h e v e r  is less, in a c c o r d a n c e  w i t h  d e p r e c i a t i o n  s h c e d u l e s  a p p r o v e d  by 

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

(e) N o  d e v e l o p m e n t  costs i n c u r r e d  b e f o r e  J a n u a r y  1, 1 970 are 

d e d u c t i b l e .

(f) I n t e r e s t  pai d  o n  fur  ̂ u s e d  d u r i n g  and in the c o n s t r u c t i o n  of 

f a c i l i t i e s  use d  and u s e f u l  in the p r o d u c t i o n  or d e v e l o p m e n t  of a field 

s h a l l  be c a p i t a l i z e d  an d  d e d u c t e d  o v e r  the life of the f i e l d  in a c c o r d­

anc e  w i t h  d e p r e c i a t i o n  s c h e d u l e s  a p p r o v e d  by the d e p a r t m e n t .

(g) T h e  p e r c e n t a g e  of d e v e l o p m e n t  an d  p r o d u c t i o n  cost a l l o c a b l e  to 

o i l  s h a l l  be e q u a l  to the p e r c e n t a g e  of the t otal w e l l h e a d  v a l u e  of oil 

and gas p r o d u c e d  f r o m  the f i e l d  a c c o u n t e d  for by oil in the y e a r  p r e -  

c e e d i n g  t hat in w h i c h  the d e d u c t i o n  is taken.

Sec. 4 3 . 5 9 - 06 0 .  R O Y A L T Y  OIL. T h e  ta x  i m p o s e d  by this c h a p t e r  is 

u p o n  the t o t a l  p r o d u c t i o n  o f  a l l  oil r e m o v e d  or s o l d  f r o m  e a c h  l e as e  or
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p r o p e r t y ,  less any p art the o w n e r s h i p  or r i g h t  to w h i c h  is e x e m p t  f r o m  

t a x a t i o n .  In m a k i n g  s e t t l e m e n t  w i t h  a r o y a l t y  o w n e r  the p r o d u c e r  m a y  

d e d u c t  th e a m o u n t  of the tax p a i d  on r o y a l t y  oil, or m a y  d e d u c t  r o y a l t y  

o i l  e q u i v a l e n t  in v a l u e ,  at th e  ti m e  the tax b e c o m e s  due, to t h e  a m o u n t

Sec. 4 3 . 59 . 0 7 0 .  P A Y M E N T  OP TAX. (a) T h e  oi l  p r o d u c t i o n  i n c o m e  tax 

s h a l l  be p a i d  a n n u a l l y .  The tax is due on A p r i l  15 on oil or gas r e ­

mo v e d  or sol d  f r o m  e a c h  l e as e  or p r o p e r t y  d u r i n g  t h e  12 m o n t h s  b e f o r e  

th e  p r e c e d i n g  J a n u a r y .

(b) E v e r y  p e r s o n  e n g a g e d  in p r o d u c i n g  o i l  and gas f r o m  p r o p e r t i e s  

s u b j e c t  to thi s  tax s h a l l  file a n n u a l l y  by  F e b r u a r y  1 of eac h  year, w i t h  

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

sec. 20 o f  this c h a p t e r  and c l a i m e d  d e d u c t i o n s  for e a c h  w e l l  or f i e l d

o w n e d ,  w o r k e d  or o p e r a t e d  by that p e r s o n  d u r i n g  the p r e v i o u s  year.

(c) T h e  s t a t e m e n t  s hall be on f orms p r e s c r i b e d  by or a c c e p t a b l e  to 

the d e p a r t m e n t ,  u n d e r  o ath, an d  s h a l l  i n c lude, in a d d i t i o n  to o t h e r

i n f o r m a t i o n  r e q u i r e d  by r e g u l a t i o n

(1) the na m e  a n d  a d d r e s s  of the o p e r a t o r  of the w ell or f ield

t o g e t h e r  w i t h  a list in d u p l i c a t e  of the n a m e s  a n d  a d d r e s s e s  of any

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

w e l l  or f ie l d  or th e  p r o c e e d s  f r o m  the s a l e  of it, and t h e a m o u n t  p a i d

o r  d e l i v e r e d  in k i n d  as r o y a l t y  to e a c h  of t h e s e  p e r s o n s  d u r i n g  the

p e r i o d  c o v e r e d  by the s t a t e m e n t

the d e s c r i p t i o n  and l o c a t i o n  of the w e l l  or f i e l d

(3) the n u m b e r  of c u b i c  feet of n a t u r a l  gas, b a r r e l s  of

p e t r o l e u m ,  or o t h e r  c r u d e  or m i n e r a l  oil e x t r a c t e d  o r  p r o d u c e d  f r o m  the

w e l l  or f i e l d  d u r i n g  the p e r i o d  c o v e r e d  by the s ta t e m e n t ;

(4) the v a l u e  of p r o d u c t i o n  at the p o i n t  o f  first sal e  or 

at th e  r e f i n e r y ,  w h i c h e v e r  is g r e a t e r ;  a nd



(5) the c l a i m e d  d e d u c t i o n s  as a l l o w e d  u n d e r  sec. 20 of t h i s  

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

Sec. 43.59 .0 8 0 .  V A L U E  M A Y  BE D E T E R M I N E D  B Y  D E P A R T M E N T .  T h e  d e p a r t­

me n t  m a y  d e t e r m i n e  the v a l u e  of the oi l  at the p o in t  o f  f irst sal e or 

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

(1) the s e l l e r  and p u r c h a s e r  a r e  a f f i l i a t e d  p e rsons;

(2) the sal e  an d  p u r c h a s e  o f  the p r o d u c t i o n  is not an a rm's 

l e n g t h  t r a n s a c t i o n  or is not r e p r e s e n t a t i v e  of c o m p e t i t i v e  m a r k e t  

value; or

(3) t h e r e is no free m a r k e t  at the r e f i n e r y  for o i l  of 

s i m i l a r  k i n d  a n d  quality.

Sec. 4 3 . 5 9. 0 9 0 .  A D M I N I S T R A T I O N  O P  TAX. T h e  tax i m p o s e d  u n d e r  this 

c h a p t e r  s h a l l  be a d m i n i s t e r e d  in thf m a n n e r  p r o v i d e d  in AS 4 3 .55.040,

4 3 . 5 5 . 0 5 0 ,  4 3 . 5 5 . 0 7 0 ,  4 3 . 5 5 . 0 9 0 ,  and 4 3 .5 5 . 1 1 0 .

Sec. 43.59 . 1 0 0.  N O N P A Y M E N T  O P  TAX. T h e  p r o v i s i o n s  fo r  c i v i l  

p e n a l t y ,  i n t e r e s t  an d  r e m e d y  e s t a b l i s h e d  in AS 4 3 . 5 8 . 1 2 0 ,  4 3 . 5 8 . 1 3 0 ,  an d  

4 3 . 5 8 . 1 5 0  a pp l y  to this chapter.

Sec. 4 3 .5 9 . H O .  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 dopt r e g u l a t i o n s  

in a c c o r d a n c e  w i t h  the A d m i n i s t r a t i v e  P r o c e d u r e  Act (AS 44.62) as a p p r o­

pr i a t e  to a d m i n i s t e r  and e n f o r c e  this chapter.

Sec. 4 3 . 5 9 . 12 0 .  D E P O S I T  OF R E V E N U E .  (a) The  d e p a r t m e n t  shall 

d e p o s i t  the m o n e y  c o l l e c t e d  u n d e r  this c h a p t e r  i n  the g e n e r a l  fund.

(b) S i x t y  per cent of the m o n e y  d e p o s i t e d  in t h e  g e n e r a l  f und u n d e r  

t his c h a p t e r  s h a l l  be p l a c e d  in a s p e c i a l  " p e r m a n e n t  fund a c c o u n t "  in 

the g e n e r a l  fund.

Sec. 4 3 . 5 9 . 1 3 0 .  P R I V A T E  L A N D  I N C E N T I V E  E X E M P T I O N .  Oi l  p r o d u c e d  

f r o m  n o n g o v e r n m e n t a l l y  o w n e d  m i n e r a l  f e e  i n t e r e s t s  is ex em p t  f r o m  the 

p a y m e n t  of t a x e s  u n d e r  this chapter.

Sec. 4 3 . 5 9 . 1 4 0 .  P A Y M E N T  TO A L A S K A  N A T I V E  FUND. W h e n  the tax
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l e v i e d  u n d e r  t h i s  c h a p t e r  is p a y a b l e  an a m o u n t  e q u i v a l e n t  to not less 

t han two p e r  c ent of the t a x  s h a l l  be p a i d  by t h e  s t a t e  f r o m  o i l  and 

g a s  r o y a l t i e s ,  b o n u s e s  and r e n t a l s  i n t o  th e  A l a s k a  N a t i v e  F u n d  e s t a b­

li s h e d  by sec. 6 of the A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  Ac t  (P.L. 92- 

203, 85 Stat. 688, ^3 U.S.C. 1601 et seq.) u n t i l  a l l  p a y m e n t s  p a i d  

i n t o  the f u n d  e q u a l  $ 5 0 0 , 0 0 0 , 0 0 0 .

Sec. ^ 3 . 5 9 * 1 5 0 .  D E F I N I T I O N S .  In this c h a p t e r  " d e p a r t m e n t "  m e a n s  

the D e p a r t m e n t  o f  R ev enue.

* Sec. 2. This Act takes effect January 1, 1977.
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BY C O W P E R ,B R A D L E Y ,B R O W N ,D U N C A N , 
G A R D I N E R , G R U E N I N G , K E L L E Y , M C K I N N O N ,  
M A L O N E , M I L L E R ,NAUGHTON,P A R K E R ,

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

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

IN 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  

N I N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N  

A B I L L

For a n  Act e n t i t l e d :  "An Act p r o v i d i n g  f o r  an oil p r o d u c t i o n  i n c o m e  tax; and

p r o v i d i n g  for an e f f e c t i v e  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  O F  T H E  S T A T E  O F  ALASKA:

* S e c t i o n  1. A S  A3 is a m e n d e d  by 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  5 9 • O I L  P R O D U C T I O N  I N C O M E  TAX.

Sec. A 3.59*010. T A X  I MP O S E D .  T h e r e  is i m p o s e d  for eac h  t a x a b l e  

y e a r  u p o n  an o i l  p r o d u c e r  d e r i v i n g  i n c o m e  f r o m  oil p r o d u c t i o n  in  the 

s t a t e  a tax c o n s i s t i n g  o f  a n o r m a l  t a x  e q u a l  to 10 p e r  cent o f  the 

a m o u n t  c o m p u t e d  u n d e r  sec. 20 o f  this c h a p t e r  and a s u r t a x  e q u a l  to AO

per c ent o f  the a m o u n t  c o m p u t e d  u n d e r  sec. 30 o f  this chapter.

Sec. A 3.59.020. C O M P U T A T I O N  O F  N O R M A L  TA X  BASE. N o r m a l  t a x  u n d e r  

thi s c h a p t e r  is i m p o s e d  o n  that p o r t i o n  of the v a l u e  of th e  oil at the 

p o i n t  of first sale o r  its v a l u e  at the r e f i n e r y ,  w h i c h e v e r  is less, 

w h i c h  e x c e e d s  t h e  s u m  of the f o l l o w i n g  a l l o w a b l e  costs, but is less than 

125 p e r  cen t o f  the sum:

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

p a y m e n t s ,  as c o m p u t e d  u n d e r  sec. A0 of t h i s  c h a p t e r ;

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

c o s t s  t h a t  are a t t r i b u t a b l e  to oil, as c o m p u t e d  u n d e r  secs. 50 and 60 of 

t his c h a p t er ;

(3) cost of t r a n s p o r t  of the oil f r o m  the f ield iri w h i c h  it 

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

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

(A) s e v e r a n c e  t a x es  i m p o s e d  u n d e r  chs. 55 and 57 cf this
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t i t l e ;

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

c e n t s  p e r  barrel.

Sec. 4 3 . 5 9 . 0 3 0 .  C O M P U T A T I O N  O P  S U R T A X  BASE. S u r t a x  u n d e r  this 

c h a p t e r  is i m p o s e d  on the a m o u n t  by w h i c h  the v a l u e  of the oil at the 

p o i n t  o f  f i r s t  sale, or the r e f i n e r y  to w h i c h  it is d e l i v e r e d ,  w h i c h e v e r  

is less, e x c e e d s  125 p e r  c ent of the a l l o w a b l e  c o s t s  set out in sec. 

20(1) - (5) o f  this chapter.

Sec. 4 3 . 5 9 . 0 4 0 .  E X P L O R A T I O N  C O S T  D E D U C T I O N S .  (a) E x p l o r a t i o n  

cos t  d e d u c t i o n s  s h a l l  be l i m i t e d  to

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

cal i n v e s t i g a t i o n s  i n c u r r e d  for t h e  p u r p o s e  of f i n d i n g  oi l a n d  gas, if

the i n v e s t i g a t i o n s  are c a r i i e d  out on g o v e r n m e n t  lan d  in the state;

(2) that p a r t  of th e  p a y m e n t s  for the right to ex t r a c t  oil 

an d  gas f r o m  g o v e r n m e n t  land i n  A l a s k a  that is a t t r i b u t a b l e  to oil;

(3) the cost a t t r i b u t a b l e  to o il  o f  d r i l l i n g  fo r  oil a n d  gas

on g o v e r n m e n t  l a n d  in Alaska.

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

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

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

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

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

Co ■ C 0 + E  • ' W  K " ere

C'0 = an o i l  p r o d u c e r ' s  d e d u c t i b l e  c osts a n d  p a y m e n t s  a t t r i b u t a b l e

to o i l  d u r i n g  a g i v e n  c a l e n d a r  year;

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

in that y e a r  in e x p l o r i n g  for o i l  a n d  gas o n  g o v e r n m e n t  land;

VfV0 = the w e l l h e a d  v a l u e  o f  all oil p r o d u c e d  in the s t a t e d u r i n g

the p r e c e d i n g  ..ear;

803 -2-
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W V 0 + g = the w e l l h e a d  v a l u e  o f  al l  oi l  a n d  gas p r o d u c e d  in the s tate 

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

(c) No c o s t s  p a i d  f o r  s e r v i c e s  or a n y  p o r t i o n  o f  s e r v i c e s  u s e d  or 

p r o v i d e d  o u t s i d e  Alaska, s a l a r i e s  or w a g e s  not su b j e c t  to the w i t h h o l d­

ing of  s t a t e  i n c o m e  ta x u n d e r  AS 4 3 . 2 0 . 1 7 0 ,  or p a y m e n t s  for m a t e r i a l s  or 

s u p p l i e s  n o t  p h y s i c a l l y  l o c a t e d  or c o n s u m e d  in A l a s k a  m a y  be d e d u c t e d  as 

an e x p l o r a t i o n  cost.

(d) No c o s t s  i n c u r r e d  m o r e  than t h r ee  y e a r s  b e f o r e  th e  e f f e c t i v e  

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

(e) No m o r e  t h a n  20 per cent of the e x p l o r a t i o n  c o s t s  i n c u r r e d  in 

any c a l e n d a r  y e a r  ma y  be d e d u c t i b l e  for that c a l e n d a r  year, or for any 

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

(f) E x p l o r a t i o n  c o s t s  m a y  be c a r r i e d  f o r w a r d  for p u r p o s e s  of c o m­

p u t i n g  d e d u c t i o n s  a m a x i m u m  of 10 years, a n d  m a y  be a l l o c a t e d  a m o n g  

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

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

p u r p o s e  of c o m p u t i n g  d e v e l o p m e n t  cost d e d u c t i o n s ,  a l l  field d e v e l o p m e n t  

c o s t s  s h a l l  be c a p i t a l i s e d  and d e p r e c i a t e d  o v e r  the life o f  the field 

or the u s e f u l  life of the f a c i l i t y  to w h i c h  the y  ar e  a t t r i b u t a b l e ,  

w h i c h e v e r  is less, In a c c o r d a n c e  w i t h  r e g u l a t i o n s  p r o m u l g a t e d  by the 

d e p a r t m e n t .  E a c h  y e a r  the  d e p r e c i a t i o n  c h a r g e a b l e  to oil shall bo 

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

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

ti o n  a c c o u n t e d  fo r by oil d u r i n g  that year.

(b) F i e l d  d e v e l o p m e n t  costs s h a l l  be l i m i t e d  to the costs o f  g o o d s  

and s e r v i c e s  use d  in A l a s k a  and u s e f u l  in th e p r o d u c t i o n  of the field 

o t h e r  than v a r i a b l e  p r o d u c t i o n  c osts as d e f i n e d  in sec. 60 of this 

c h a pter] a d m i n i s t r a t i v e ,  e n g i n e e r i n g ,  or d e s i g n  c o st s  i n c u r r e d  o u t s i d e  

A l a s k a  m a y  not be a l l o w e d  in c a l c u l a t i n g  the  d e d u c t i o n s  or the d e p r e c i a -
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(c) No d e v e l o p m e n t  cost i n c u r r e d  b e f o r e  J a n u a r y  1, 1970 s h a ll  be 

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

ties in o p e r a t i o n  b e f o r e  the e f f e c t i v e  d a t e  o f  this Act, the c a r r y i n g  

f o r w a r d  of d e p r e c i a t i o n  a c c r u i n g  b e f o r e  th e  e f f e c t i v e  d a t e  of this Act 

s h a l l  not be p e r m i t t  d.

(d) I n t e r e s t  not to e x c e e d  n i n e  p e r  cent p e r  a n n u m  on funds u s e d  

d u r i n g  a n d  in the c o n s t r u c t i o n  of f a c i l i t i e s  u s e d  and u s e f u l  in the 

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

Sec. 4 3 . 59 . 0 6 0 .  V A R I A B L E  P R O D U C T I O N  C O S T  D E D U C T I O N S .  (a) D e d u c­

tible p r o d u c t i o n  c o s t s  are  l i m i t e d  to t hose c o s t s  a l l o c a b l e  tc oil w h i c h  

w o u l d  not be i n c u r r e d  i f  p r o d u c t i o n  w e r e  to cease, an d  m a y  be c a r r i e d  

f o r w a r d  o n l y  u n d e r  the c o n d i t i o n s  s p e c i f i e d  in sec. 80 of thJ chapter.

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

y e a r  by m u l t i p l y i n g  a g g r e g a t e  p r o d u c t i o n  co s t s  in the f i e l d  for oil a..d 

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

by oil.

Sec. '13.59.070. T R A N S P O R T A T I O N  C O S T  D E D U C T I O N S .  W h e n  the c o m m i s­

s i o n e r  of  r e v e n u e  d e t e r m i n e s  tha t  t r a n s p o r t a t i o n  t a r i f f s  or c h a r g e s  may 

not a c c u r a t e l y  r e p r e s e n t  the true costs a n d  that t r a n s p o r t a t i o n  c h a r g e s  

are b e i n g  p a i d  to an e n t i t y  a f f i l i a t e d  w i t h  an oil p r o d u c e r  t a x p a y er ,  

he may, a f t e r  p r o m u l g a t i o n  of 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  by 

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

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

pu t i n g  the t a xe s  du e  u n d e r  this chapter. Mo p r o d u c e r  a f f e c t e d  by this 

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

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

Sec. '13.5 9 .O8 O. LOS S  C A R R Y FO R W A R D .  D e v e l o p m e n t  an d  p r o d u c t i o n  

cost d e d u c t i o n s  m a y  be c a r r i e d  f o r w a r d  on l y  to the e x t e n t  that they

tion basis.



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

for t h i s  tax, l ess t r a n s p o r t a t i o n  co s t s  f rom the field; they m a y  be 

c a r r i e d  b e y o n d  a n y  s u c c e e d i n g  y e a r  o n l y  if no t a x  w a s  d u e  in that year.

Sec. *13.59.090. R O Y A L T Y  OIL. T h e  tax i m p o s e d  by this c h a p t e r  is 

u pon the v a l u e  o f  the t o t a l  p r o d u c t i o n  of all oi l  r e m o v e d  or sold f r o m  

e a c h  l e a s e  or p r o p e r t y ,  less an y  part th e  o w n e r s h i p  o r  right to w h i c h  

is e x e m p t  from t a x a ti o n .  In m a k i n g  s e t t l e m e n t  w i t h  a r o y a l t y  o w n e r  

the p r o d u c e r  ma y  d e d u c t  the a m o u n t  of the ta x  p a i d  011 r o y a l t y  oil, or 

ma y  d e d u c t  r o y a l t y  oi l  e q u i v a l e n t  in v alue to the a m o u n t  of tax paid, 

at the tim e the tax b e c o m e s  due.

Sec. *13-59.100. P A Y M E N T  O P  TAX. (a) The o i l  p r o d u c t i o n  inc o m e 

tax sh a l l  b e  p aid a n n u a l l y .  The tax is du e  ori A p r i l  15 on oil o r  gas- 

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

dar  year.

(b) E v e r y  p r o d u c e r  w h o s e  I n c o m e  is s u b j ec t  to the tax i m p o s e d  by 

this c h a p t e r  s h a l l  f ile a n n u a l l y  by F e b r u a r y  1 o f  e a c h  year, w i t h  the 

d e p a r t m e n t ,  a s t a t e m e n t  s h o w i n g  the v a lu e  of oil as s p e c i f i e d  in sec. 20 

o f  t h i s  c h a p t e r ,  and shall u n d e r  th e  p e n a l t y  of p e r j u r y  furn i s h  ill the 

i n f o r m a t i o n  the D e p a r t m e n t  of R e v e n u e  p r e s c r i b e s  011 a f o r m  s u p p l i e d  by 

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

Sec. *13.59.110. V A L U E  MAY BE D E T E R M I N E D  BY D E P A R T M E N T .  Th e  d e­

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

fair m a r k e t  v a l u e  of the oi l  at the p oi n t  of first sale  or at the 

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

(1) t h e  s e l l e r  an d  p u r c h a s e r  are a f f i l i a t e d  persons;

(2) t h e  sale  a n d  p u r c h a s e  o f  the p r o d u c t i o n  is not an a r m ' s  

l e n g t h  t r a n s a c t i o n  or is not r e p r e s e n t a t i v e  of c o m p e t i t i v e  m a r k e t  value; 

or

(3) t h e r e  Is no c o m p e t i t i v e  m a r k e t  at the r e f i n e r y  for oil of



Sec. ^ 3 . 5 9 . 1 2 0 .  A D M I N I S T R A T I O N  O P  TAX. A S  4 3 . 5 5 . 0 4 0 ,  4 3 . 5 5 . 0 5 0 ,

4 3 . 5 5 . 0 7 0 ,  4 3 . 5 5 . 0 9 0 ,  a n d  4 3 .5 5 .llO a p p l y  w i t h  r e s p e c t  to t his c h a pter.

Sec. 4 3 .5 9 .1 3 0 . N O N P A Y M E N T  O F  TAX. Th e  p r o v i s i o n s  for c i v i l  

p e n a l t y ,  i n t e r e s t  a n d  r e m e d y  e s t a b l i s h e d  in AS 4 3 .5 8 .120, 4 3 .5 8 .1 3 0 , 

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

Sec. 4 3 . 59 . l 4 o .  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  

in a c c o r d a n c e  w i t h  the A d m i n i s t r a t i v e  P r o c e d u r e  Act (AS 44.62) as a p p r o­

pr i a t e  to a d m i n i s t e r  and e n f o r c e  t h i s  c h a p t e r .

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

d e p o s i t  the m o n e y  c o l l e c t e d  u n d e r  th i s  c h a p t e r  in the g e n e r a l  fund.

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

u n d e r  this  c h a p t e r  s h a l l  be p l a c e d  in a s p e c i a l  " p e r m a n e n t  fund a c c o u n t "  

in the g e n e r a l  fund.

Sec. 4 3 .5 9 .l6 O. P R I V A T E  L A N D  I N C E N T I V E  E X E M P T I O N . Th e  p r o v i s i o n s  

o f  this c h a p t e r  ar e  not a p p l i c a b l e  to oi l p r o d u c e d  fro m  n o n g o v e r n m e n -  

t a i l y  o w n e d  m i n e r a l  fee i n t e r e s t s .

Sec. 4 3 .5 9 .i7 0 . P A Y M E N T  T O  A L A S K A  N A T I V E  FUND. W h e n  the tax 

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 ,  an a m o u n t  e q u i v a l e n t  to not less 

t h a n  two pe r  cen t o f  the tax s ha l l  be p a i d  by the state? f r o m  o i l  and gas 

r o y a l t i e s ,  b o n u s e s  and r e n t a l s  in t o  th e  A l a s k a  N a t i v e  fund e s t a b l i s h e d  

by sec. 6 of th e A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  Act (P.L. 9 2 - 2 0 3;  65 
Stat. 688; 43 U.S.C. 1601 el seq.) u n t i l  all p a y m e n t s  m a d e  I nto the fund 

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

Sec. 4 3 . 5 9 . l 80 .  D E F I N I T I O N S .  In t his c h a p t e r  " d e p a r t m e n t "  m e a n s  

the D e p a r t m e n t  of R e v e n u e ,  a n d  oil and ga s  are as d e f i n e d  in A S  4 3 . 5 5 . -  

140.

similar kind and quality.

Sec. 2. This Act takes effect January 1, 1977.
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IN T H E  H O U S E  P A R R  A N D  S W A N S O N

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

IN T H E  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  

N I N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N  

A B I L L

Fo r  an Act e n t it l e d :  "An Act p r o v i d i n g  for an oil p r o d u c t i o n  i n c o m e  tax; and

p r o v i d i n g  for  an e f f e c t i v e  d a l 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 T H E  S T A T E  O F  ALASKA:

- S e c t i o n  1. AS A 3 is a m e n d e d  by a d d i n g  a n e w  c h a p t e r  to read:

C H A P T E R  59. O I L  P R O D U C T I O N  I N C O M E  TAX.

Sec. A 3 - 59.010. T A X  IM P OSED. 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 o u r  u p o n  an oil p r o d u c e r  d e r i v i n g  i n c o m e  f r o m  oil p r o d u c t i o n  in the 

s t a t e  a tax c o n s i s t i n g  o f  a n o r m a l  t a x  e q u a l  to 10 pe r  cent  o f  the 

a m o u n t  c o m p u t e d  u n d e r  sec. 20 of t his c h a p t e r  and a s u r t a x  e q ua l  to AO

pe r  c ent of the a m o u n t  c o m p u t e d  u n d e r  sec. 30 of this c h a p t e r .

Sec. A 3 .5 9 .020. C O M P U T A T I O N  OF  N O R M A L  T A X  BASE. N o r m a l  tax u n d e r  

thi s  c h a p t e r  is i m p o s e d  on that p o r t i o n  of the v a l u e  of the oil at the 

p o i n t  of f i r s t  s a l e  or its v a l u e  at the r e f i n e r y ,  w h i c h e v e r  is less, 

w h i c h  e x c e e d s  the s u m  o f  the f o l l o w i n g  a l l o w a b l e  costs, but is less t han 

J.25 pe r  cent of the sum:

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

p a y m e n t s ,  as c o m p u t e d  u n d e r  sec. A0 of this  c h a p t e r ;

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

c o s t s  t h a t  a r e  a t t r i b u t a b l e  to oil, as c o m p u t e d  u n d e r  secs. 50 and 60 of 

tills c h a p t e r ;

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

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

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

(A) s e v e r a n c e  t a x e s  i m p o s e d  u n d e r  chs. 55 an d  57 o f  this
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title;

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

Sec. 4 3 . 5 9 - 0 3 0.  C O M P U T A T I O N  O P  S U R T A X  BASE. S u r t a x  u n d e r  this 

c h a p t e r  is i m p o s e d  o n  the a m o u n t  by w h i c h  the v a l u e  of the oil at the 

p o i n t  of first sale, or the r e f i n e r y  to w h i c h  it is d e l i v e r e d ,  w h i c h e v e i  

is less, e x c e e d s  125 p e r  cent of the a l l o w a b l e  c o s t s  set out in sec.

2 0 0  ) - (5) of this c h a p t e r .

Sec. 4 3 . 59.OllO. E X P L O R A T I O N  C O S T  D E D U C T I O N S .  (a) E x p l o r a t i o n  

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

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

cal i n v e s t i g a t i o n s  i n c u r r e d  for t h e  p u r p o s e  of f i n d i n g  oi l  and gas, if

the i n v e s t i g a t i o n s  a r e  c a r r i e d  out on g o v e r n m e n t  land in the state;

(2) that p a r t  o f  t h e  p a y m e n t s  fo r  the r i g h t  to e x t r a c t  oil 

a n d  ga s  f r o m  g o v e r n m e n t  l a n d  i n  A l a s k a  t hat is a t t r i b u t a b l e  to oil;

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

on g o v e r n m e n t  l a n d  in Alaska.

(b) Th e  p e r c e n t a g e  o f  t o t a l  c o s t s  and p a y m e n t s  ‘.hat is a t t r i­

bu t a b l e  to o il  s h a l l  be e q u a l  to t h e  p e r c e n t a g e  a c c o u n t e d  for by o i l  in 

the t o t a l  v a l u e  at the w e l l h e a d  of oi l an d  gas p r o d u c e d  in the s t a t e  

d u r i n g  the c a l e n d a r  y e a r  p r e c e d i n g  that in w h i c h  the cost is i n c u r r e d  or 

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

C o ■ “o + g  • WV " V o+E> “her e

C'n = an oil  p r o d u c e r ' s  d e d u c t i b l e  c o st s  and p a y m e n t s  a t t r i b u t a b l e

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

C 0 + E  = th e  t o t a l  c o s t s  I n c u r r e d  and p a y m e n t s  m a d e  by the t a x p a y e r

i n  that y e a r  in e x p l o r i n g  for o i l  an d  gas on g o v e r n m e n t  land;

W V 0 = t h e  w e l l h e a d  v a l u e  of all  oil p r o d u c e d  in the s t a t e  d u r i n g

the p r e c e d i n g  y ear;
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W V 0+tr = the wellhead value of all oil and gas produced in the state 

during the p receding year.

(c) No costs paid for services or any portion of services used or 

provided outside Alaska, salaries or wages not subject to the w i t h h o l d­

ing of state income tax under AS *43.20.170, or payments for materials or 

supplies not physically located or consumed in Alaska may be deducted as 

an exploration cost.

(d) No costs incurred more thar three years before the effective 

date of this Act may be deducted as an exploration cost.

(e) No more than 20 per cent of the exploration costs incurred in 

any calendar year may be deductible for that calendar year, or for any 

succeeding calendar year.

(f) E xploration costs may be carried forward for purposes of com­

puting deductions a maximum of 10 years, and may be allocated among 

fields at the election of the producer.

Sec. il3.59.050. FIELD D E V E L OPMENT COST DEDUCTIONS. fa) For the 

purpose of computing development cost deductions, all field development 

costs shall be capitalized and depreciated over the 1ife of the field 

or the useful life of the facility to which they are attributable, 

whichever is less, in accordance with regulations promulgated by v.Ik 

d e p a r t m e n t  Each year the d e p reciation chargeable to oil shall bo 

determined by mu l t i p l y i n g  the total depreciation chargeable to the 

field for that year by the fraction of the value of the field's p r oduc­

tion accounted far by oil during that year.

(b) Field development costs shall be limited to the costs of goods 

and services used in Alaska and useful in the production of the field 

other than variable production costs as defined in sec. 60 of this 

chapter; administrative, engineering, or design costs incurred outside 

Alaska may not be allowed In calculating the deductions or the deprecia-
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t i o n  basis.

(c) No d e v e l o p m e n t  cost i n c u r r e d  b e f o r e  J a n u a r y  1, 197 0 s h a ll  be 

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

ties in o p e r a t i o n  b e f o r e  the e f f e c t i v e  d a t e  o f  this Act, the c a r r y i n g  

f o r w a r d  of d e p r e c i a t i o n  a c c r u i n g  b ef o r e  t h e  e f f e c t i v e  date of this Act 

s h a l l  not be p e r m i t te d .

(d) I n t e r e s t  not to e x c e e d  n i n e  per cen t  p e r  a n n u m  on f un d s  u s e d  

d u r i n g  a n d  in the c o n s t r u c t i o n  of f a c i l i t i e s  u se d  a n d  u s e f u l  in the 

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

Sec. '13.59.060. V A R I A B L E  P R O D U C T I O N  C O S T  D E D U C T I O N S .  (a) D e d u c­

tible p r o d u c t i o n  c os t s  are l i m i t e d  to t hose c o s t s  a l l o c a b l e  to oil w h i c h  

w o u l d  not be i n c u r r e d  if p r o d u c t i o n  were to cease, an d  ma y  be ca r r i e d  

f o r w a r d  o n l y  u n d e r  the c o n d i t i o n s  s p e c i f i e d  in sec. 80 of t h i s  chapter.

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

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

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

by oil.

Sec. '13.99.070. T R A N S P O R T A T I O N  C O S T  D E D U C T I O N S .  W h e n  the c o m m i s­

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

not a c c u r a t e l y  r e p r e s e n t  the t ru e  c osts an d  that t r a n s p o r t a t i o n  c h a r g e s  

are b e i n g  p a i d  to an e n t i t y  a f f i l i a t e d  w i t h  an oil p r o d u c e r  t a x pa y e r ,  

he  rnay, a f t e r  p r o m u l g a t i o n  of 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  by 

h i m  o f  the fair t r a n s p o r t a t i o n  costs, and p u b l i c  h e a r i n g ,  m a k e  a d e t e r­

mi n a t i o n  o f  the d e d u c t i b l e  t r a n s p o r t a t i o n  c ost for the p u r p o s e s  of c o m­

p u t i n g  the t a x e s  due u n d e r  this c ha pter. No p r o d u c e r  a f f e c t e d  by this 

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

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

Sec. ^ 3 . 5 9 .0 8 0 .  LOSS C A R R Y  F O R WA R D .  D e v e l o p m e n t  and  p r o d u c t i o n  

cost d e d u c t i o n s  m a y  be c a r r i e d  f o r w a r d  o nly to the e x t e n t  that the y  
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e x c e e d  the t o t a l  v a l u e  of the oil at the p o i n t  o f  v a l u e  d e t e r m i n a t i o n  

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

c a r r i e d  b e y o n d  a n y  s u c c e e d i n g  y e a r  o n l y  if no tax was d u e  in t hat year.

Sec. ^ 3* 5 9 . 0 9 0 .  R O Y A L T Y  OIL. Th e  tax i m p o s e d  by this c h a p t e r  is 

u p o n  t h e  v a l u e  of the t o t a l  p r o d u c t i o n  of all oi l  r e m o v e d  or sol d  f r o m  

e a c h  l e a s e  o r  p r o p e r t y ,  less any par t  th e o w n e r s h i p  or r ight to w h i c h  

is e x e m p t  f rom t a x a t i o n .  In m a k i n g  s e t t l e m e n t  W i t h  a r o y a l t y  o w n e h  

the p r o d u c e r  m a y  d e d u c t  th e  a m o u n t  of th e  tax p aid on .royalty oil, or 

m a y  d e d u c t  r o y a l t y  oil e q u i v a l e n t  in v a l u e  to the am o un t  of tax paid, 

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

Sec. ^ 3 . 5 9 * 1 0 0.  P A Y M E N T  O P  TAX. (a) The  o i l  p r o d u c t i o n  income 

ta x  s h a l l  be p a i d  a n n u a l l y .  T h e  t a x  is d u e on  A p r i l  15 on oil o r  gar 

r e m o v e d  or sold f r o m  e a c h  l ease or p r o p e r t y  d u r i n g  the p r e c e d i n g  c a l e n­

da r  year.

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

t his c h a p t e r  s h a l l  file a n n u a l l y  by F e b r u a r y  1 o f  each year, w J b h  the 

d e p a r t m e n t ,  a s t a t e m e n t  s h o w i n g  the v a l u e  of oil as s p e c i f  Led in sec. SO 

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

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

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

Sec. li3 .5 9 .llO. V A L U E  M A Y  HE D E T E R M I N E D  BY D E P A R T M E N T .  Th e  d e­

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

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

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

(1 ) the s e l l e r  and p u r c h a s e r  are a f f i l i a t e d  p e r sons;

( ? )  the sale  a n d  p u r c h a s e  of the p r o d u c t i o n  is not ari a r m ' s  

l e n g t h  t r a n s a c t i o n  or Is not r e p r e s e n t a t i v e  o f  c o m p e t i t i v e  m a r k e t  value; 

or

(3 ) t h e r e  is no c o m p e t i t i v e  m a r k e t  at the r e f i n e r y  for oil of
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Sec. il3.59.120. A D M I N I S T R A T I O N  OF TAX. AS 1(3.55.040, 4 3 - 5 5 . 0 5 0 ,

4 3 . 5 5 . 0 7 0 ,  4 3 . 5 5 . 0 9 0 ,  and 4 3 .5 5 .llO a p p l y  w i t h  r e s p e c t  to thi s  ch a p t e r .

Sec. 4 3 .5 9 .1 3 0 . N O N P A Y M E N T  O F  TAX. Th e  p r o v i s i o n s  f o r  c i v i l  

p e n a l t y ,  i n t e r e s t  a n d  r e m e d y  e s t a b l i s h e d  in AS 4 3 . 5 8 . 1 2 0 ,  4 3 . 5 8 . 1 3 0 ,  

and 4 3 . 5 8 . 1 5 0  a p p l y  to t his chapter.

Sec. 4 3 .5 9 .140. 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  

it a c c o r d a n c e  w i t h  t h e  A d m i n i s t r a t i v e  P r o c e d u r e  Act (AS hh .62) as a p p r o­

pr 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 h a pter.

Sec. 43 . 5 9 . 1 5 0 .  D E P O S I T  O F  R E V E N U E .  (a) T h e  d e p a r t m e n t  s h a l l  

d e p o s i t  the m o n e y  c o l l e c t e d  u n d e r  this c h a p t e r  i n  the g e n e r a l  fund.

(b) S i x t y  p e r  cent o f  the m o n e y  d e p o s i t e d  in t h e  g e n e r a l  fund 

u n d e r  t his c h a p t e r  s h a l l  be p l a c e d  in a s p e c i a l  " p e r m a n e n t  f und a c c o u n t "  

.in the g e n e r a l  fund.

Sec. 4 3 .5 9 .1 6 0 . P R I V A T E  L A N D  I N C E N T I V E  E X E M P T I O N .  T h e  p r o v i s i o n s  

o f  t h i s  c h a p t e r  are no t  a p p l i c a b l e  to oi l  p r o d u c e d  fro m  n o n g o v e r n m e n­

ts lly o w n e d  m i n e r a l  f e e  i n te r e s t s .

S e c . 4 3 . 59 . 1 7 0 .  P A Y M E N T  T O  A L A S K A  N A T I V E  FUND. W h e n  the tax 

l e v i e d  u n d e r  t h i s  c h a p t e r  is p ay a b l e ,  a n  a m o u n t  e q u i v a l e n t  to not less 

than two p e r  c ent o f  the  tax  s h a l l  be pa i d  by th e  state; f r o m  o i l  and gas 

r o y a l t i e s ,  b o n u s e s  a n d  r e n t a l s  into the A l a s k a  N a t i v e  fund e s t a b l i s h e d  

by sec. 6 o f  the A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  Act (P.L. 92-2 0 3 ;  85 
Stall. 688; 43 U.S.C. 1 601 et s e q .) u n t i l  a l l  p a y m e n t s  m a d e  into the fun d  

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

Sec. 4 3 .5 9 .l8 O. D E F I N I T I O N S .  In this c h a p t e r  " d e p a r t m e n t "  m e a n s  

the D e p a r t m e n t  o f  R e v e n u e ,  an d  oi l  and gas are as d e f i n e d  in A S  4 3 .5 5 .- 

140.

s i m i l a r  k i n d  a n d  q u a l i t y .

*  S e c .  2 .  T h i s  A c t  t a k e s  e f f e c t  J a n u a r y  1 ,  1 9 7 7 .
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Referred; Resources and Finance

BY C O W P E R ,B R A D L E Y ,B R O W N ,D U N C A N , 
G A R D I N E R ,GR U E N I H G ,K E L L E Y ,M C K I N N O N , 
M A L O N E ,M I L L E R ,NAUflHTON,P A R K E R ,

IN THE HOUSE FARR AN D  SWANSON

SPONSOR SUBSTITUTE FOR HOUSE B I L L  NO. 803

IN THE LEGISLATURE OF THE STATE OF ALASKA 

NINTH LEGISLATURE - SECOND SESSION 

A BILL

Fo r  a n  Act e n t i t l e d :  "An Act p r o v i d i n g  for a n  oil p r o d u c t i o n  i n c o m e  tax; and

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

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

- S e c t i o n  1. A S  A 3 is a m e n d e d  by a d d i n g  a new c h a p t e r  to read:

CHAPTER 59. OIL PRODUCTION INCOME TAX.

Sec. A x . 59-010. T A X  I M POSED. T h e r e  is i m p o s e d  for e a c h  t a x a b l e  

y e a r  u p o n  a n  o i l  p r o d u c e r  d e r i v i n g  i n c o m e  f r o m  oil p r o d u c t i o n  in th e  

s t a t e  a tax c o n s i s t i n g  of a n o r m a l  t a x  e qual to 10 pe r  c e n t  o f  th e  

a m o u n t  c o m p u t e d  u n d e r  sec. 20 of this c h a p t e r  and a s u r t a x  e q u a l  to AO

per* cent of the a m o u n t  c o m p u t e d  u n d e r  sec. 30 of this c ha pter.

Sec. A 3.59.020. C O M P U T A T I O N  O F  N O R M A L  T A X  BASE. No r m al  tax u n d e r  

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

p oint o f  f irst s a l e  or its va l u e  at the r e f i n e r y ,  w h i c h e v e r  Is less, 

w h i c h  e x c e e d s  t h e  sum of the f o l l o w i n g  a l l o w a b l e  costs, but is loss t h a n  

125 p e r  cent of t h e  sum:

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

p a y m e n t s ,  as c o m p u t e d  u n d e r  sec. A0 of thi s  c h a p t e r;

(2) t hose f i e l d  d e v e l o p m e n t  c osts and v a r i a b l e  p r o d u c t i o n  

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

tills c h a p t e r ;

(3) cost o f  t r a n s p o r t  of the oil f r o m  th e  f i e ld  ir, w h i c h  it 

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

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

(A) s e v e r a n c e  t a x e s  i m p o s e d  u n d e r  chs. 55 an d 57 of this
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t i t l e ;

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

c e n t s  p e r  barrel.

.Sec. 4 3 . 5 9. 0 3 0 .  C O M P U T A T I O N  O P  S U R T A X  BASE. S u r t a x  u n d e r  this 

c h a p t e r  is i m p o s e d  o n  the a m o u n t  by w h i c h  the v a l u e  of the oil at the 

p o i n t  of first sale, o r  the r e f i n e r y  to w h i c h  J t is d e l i v e r e d ,  w h i c h e v e r  

is less, e x c e e d s  125 p e r  cen t of the a l l o w a b l e  c o s t s set out in sec. 

20(1) - (5 ) of thi s  c h a p t e r .

Sec. 4 3 . 5 9 . 0 4 0 .  E X P L O R A T I O N  C O S T  D E D U C T I O N S .  (a) E x p l o r a t i o n  

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

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

cal i n v e s t i g a t i o n s  i n c u r r e d  for the p u r p o s e  of f i n d i n g  oil an d  gas, if

the i n v e s t i g a t i o n s  are c a r r i e d  out on g o v e r n m e n t  land in the state;

(2) that p a r t  o f  the p a y m e n t s  fo r the r ight to e x t r a c t  oil 

an d  gas f r o m  g o v e r n m e n t  l a n d  in A l a s k a  tha t  is a t t r i b u t a b l e  to oil;

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

on g o v e r n m e n t  l a n d  in Alaska.

(b) T h e  p e r c e n t a g e  o f  total c o s t s  an d  p a y m e n t s  that is a t t r i­

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

th e  t o t a l  v a l u e  at the w e l l h e a d  o f  oi] an d  gas p r o d u c e d  in the s t a t e  

d u r i n g  the c a l e n d a r  y e a r  p r e c e d i n g  that in w h i c h  the cost is i n c u r r e d  or 

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

Co = Co + g  * W o / W V o+g> w h e r e  

C 0 = an oil p r o d u c e r ' s  d e d u c t i b l e  c o s t s  an d  p a y m e n t s  a t t r i b u t a b l e

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

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

in that y e a r  in e x p l o r i n g  for oil and gas on g o v e r n m e n t  land;

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

the p r e c e d i n g  year;
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H V o + g  = the w e l l h e a d  v a l u e  o f  a l l  o:Ll a n d  gas p r o d u c e d  in the s ta t e  

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

(c) No c o s t s  p a i d  for s e r v i c e s  o r  a n y  p o r t i o n  o f  s e r v i c e s  u sed or 

p r o v i d e d  o u t s i d e  A l a s k a ,  s a l a r i e s  or w a g e s  no t  s u b j e c t  to the w i t h h o l d­

ing  of  s t a t e  i n c o m e  tax u n d e r  AS 4 3 . 2 0 . 1 7 0 ,  or p a y m e n t s  for m a t e r i a l s  or 

s u p p l i e s  not p h y s i c a l l y  l o c a t e d  or c o n s u m e d  in A l a s k a  m a y  be d e d u c t e d  as 

a n  e x p l o r a t i o n  cost.

(d) No c o s t s  i n c u r r e d  m o r e  tha n  t h r e e  y e a r s  b e f o r e  the e f f e c t i v e  

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

(e) Mo  m o r e  t h a n  20 pe r  cent of the e x p l o r a t i o n  c o s ts  i n c u r r e d  in 

a n y  c a l e n d a r  y e a r  m a y  be d e d u c t i b l e  for that c a l e n d a r  y ear, or for any 

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

(f) E x p l o r a t i o n  c o s t s  m a y  oe c a r r i e d  f o r w a r d  for p u r p o s e s  of c o m­

p u t i n g  d e d u c t i o n s  a m a x i m u m  o f  10 y e a r s ,  a n d  m a y  be a l l o c a t e d  a m o n g  

fieiu'J at the e l e c t i o n  of the p r o d u c e r .

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

p u r p o s e  of c o m p u t i n g  d e v e l o p m e n t  cost d e d u c t i o n s ,  all field d e v e l o p m e n t  

c o s t s  s h a l l  be c a p i t a l i z e d  an d  d e p r e c i a t e d  o v e r  the life of the field 

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

w h i c h e v e r  is less, In a c c o r d a n c e  w i t h  r e g u l a t i o n s  p r o m u l g a t e d  by the 

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

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

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

ti o n  a c c o u n t e d  for by oil d u r i n g  that year.

(b) F i e l d  d e v e l o p m e n t  c osts s h a l l  be l i m i t e d  to the c osts o f  g oods 

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

o t h e r  than  v a r i a b l e  p r o d u c t i o n  c o s t s  as d e f i n e d  in sec. 60 of this 

ch a p t e r ;  a d m i n i s t r a t i v e ,  e n g i n e e r i n g ,  or d e s i g n  c o s t s  i n c u r r e d  o u t s i d e  

A l a s k a  m a y  not be a l l o w e d  in c a l c u l a t i n g  th e  d e d u c t i o n s  or ohe d e p r e c i a -
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t i o n  basis.

(c) No d e v e l o p m e n t  cost i n c u r r e d  b e f o r e  J a n u a r y  1, 197 0  s h a l l  be 

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

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

f o r w a r d  of d e p r e c i a t i o n  a c c r u i n g  b e f o r e  the e f f e c t i v e  d a t e  of this Act 

s h a l l  not be p e r m i t t e d.

(d) I n t e r e s t  not to e x c e e d  nin e  p e r  cent p e r  a n n u m  on f unds used 

d u r i n g  and  in the c o n s t r u c t i o n  of f a c i l i t i e s  u sed arid u s e f u l  in the 

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

Sec. ^ 3 . 5 9 . 0 6 0 .  V A R I A B L E  P R O D U C T I O N  C O S T  D E D U C T I O N S .  (a) D e d u c­

tib l e  p r o d u c t i o n  c o s t s  are l i m i t e d  to t h o s e  c osts a l l o c a b l e  to o i l  w h i c h  

w o u l d  not be i n c u r r e d  if p r o d u c t i o n  wer e  to cease, and m a y  be c a r r i e d  

f o r w a r d  o n l y  u n d e r  the c o n d i t i o n s  s p e c i f i e d  in sec. 80 o f  this chapter.

(b) P r o d u c t i o n  c osts a l l o c a b l e  to oi l s h a l l  be d e t e r m i n e d  e ac h  

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

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

by oil.

Sec. 'I3.59.f370. T R A N S P O R T A T I O N  C O S T  D E D U C T I O N S .  W h e n  the c o m m i s­

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

not a c c u r a t e l y  r e p r e s e n t  the true c osts an d  that t r a n s p o r t a t i o n  c h a r g e s  

ar e  b e i n g  p a i d  to a n  e n t i t y  a f f i l i a t e d  w i t h  an oi l  p r o d u c e r  t a x p a y er ,  

he m a y ,  a f t e r  p r o m u l g a t i o n  of  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  by 

h i m  o f  the fair t r a n s p o r t a t i o n  costs, and pu b l i c  h e a r i n g ,  m a k e  a d e t e r­

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

p u t i n g  the t a xe s  d u e  u n d e r  this chapter. Mo p r o d u c e r  a f f e c t e d  by this 

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

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

Sec. ^ 3 .5 9 .0 8 0 . LOSS C A R R Y  F O R W A R D .  D e v e l o p m e n t  a n d  p r o d u c t i o n  

c o s t  d e d u c t i o n s  m a y  be c a r r i e d  f o r w a r d  o n l y  to the e x t e n t  that they 
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e x c e e d  the t o t a l  v a l u e  o f  th e  c'.l at the p o i n t  o f  v alue d e t e r m i n a t i o n  

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

c a r r i e d  b e y o n d  any s u c c e e d i n g  y e a r  o n l y  if no t a x  was d u e  in tha t  year.

Sec. JI3.59.090. R O Y A L T Y  OIL. T h e  ta x  i m p o s e d  by thi s c h a p t e r  is 

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

e a c h  l e a s e  or p r o p e r t y ,  les s  any  p a r t  the o w n e r s h i p  or r ight to w h i c h  

is e x e m p t  f r o m  t a x a t i o n .  In m a k i n g  s e t t l e m e n t  w i t h  a r o y a l t y  o w n e r  

the p r o d u c e r  m a y  d e d u c t  the a m o u n t  of th e  ta x p a i d  on r o y a l t y  oil, or 

m a y  d e d u c t  r o y a l t y  o i l  e q u i v a l e n t  in v a l u e  to the a m o u n t  of tux paid, 

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

Sec. 1)3• 59-100. P A Y M E N T  O F  TAX. (a) T h e  oil p r o d u c t i o n  i n c o m e  

tax sh a l l  be p ai d  -'nnuaily. T h e  tax is d u e  on A p r i l  15 on oil or  gas 

r e m o v e d  or sold froi e a c h  l e a s e  or p r o p e r t y  d u r i n g  the p r e c e d i n g  c a l e n­

da r  year.

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

this c h a p t e r  s ha l l  file a n n u a l l y  by F e b r u a r y  1 o f  e a c h  y ear, w i t h  the 

d e p a r t m e n t ,  a s t a t e m e n t  s h o w i n g  the v a l u e  o f  oil as s p e c i f i e d  in sec. 20 

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

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

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

Sec. 'i3.59.110. V A L U E  MA Y BE D E T E R M I N E D  BY D E P A R T M E N T .  T h e  d e­

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

fai r m a r k e t  v a l u e  of the oi l  at the p o i n t  of f i r s t  s ale c r  at the 

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

(1) the s e l l e r  an d p u r c h a s e r  are a f f i l i a t e d  p e rs o n s ;

(2) th e  s ale a n d  p u r c h a s e  of  t h e  p r o d u c t i o n  is not an a r m ' s  

l e n g t h  t r a n s a c t i o n  or is not r e p r e s e n t a t i v e  of c o m p e t i t i v e  m a r k e t  value; 

or

(3) t h e r e  is n o  c o m p e t i t i v e  m a r k e t  at the r e f i n e r y  for oil o f
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s i m i l a r  kin d  an d  quali t y .

Sec. il3.59.120. A D M I N I S T R A T I O N  OF TAX. AS i|3 . 5 5 . 0 4 0 ,  4 3 . 5 5 . 0 5 0 ,  

^ 3 - 5 5 - 0 7 0 , ^ 3• 55• 090, a nd  4 3 .5 5 . 1 1 0  a p p l y  w i t h  r e s p e c t  to this c h a p t e r .

Sec. il3.59.130. N O N P A Y M E N T  O F  TAX. The p r o v i s i o n s  for c i v i l  

pe n a l t y ,  i n t e r e s t  a n d  r e m e d y  e s t a b l i s h e d  i.. AS iJ3.SB.lP0, h 3 .5 8 .i3 0 , 

and iJ3 .5 8 . 1 5 0  a p p l y  to t h i s  chapter.

Sec. 43• 59• 1 h 0. R E G U L A T I O N S .  The d e p a r t m e n t  m a y  a d o p t  r e g u l a t i o n s  

in a c c o r d a n c e  w i t h  the A d m i n i s t r a t i v e  P r o c e d u r e  Act (AS ‘.-..62) as a p p r o­

pr i a t e  to a d m i n i s t e r  p e n f o r c e  this c h a pter.

Sec. il3.5Si.i50. D E P O S I T  O F  R EV E N U E .  (a) T h e  d e p a r t m e n t  s hall 

d e p o s i t  the m o n e y  c o l l e c t e d  u n d e r  t his c h a p t e r  in th e  g e n e r a l  fund.

(b) S i x t y  p e r  c ent o f  the m o n e y  d e p o s i t e d  in the g e n e r a l  fund 

u n d e r  t h i n  c h a p t e r  s h a l l  he p l a c e d  in a s p e c i a l  " p e r m a n e n t  fund  a c c o u n t "  

in the g e n e r a l  fund.

S e c . il3.59.l60. P R I V A T E  L A N D  I N C E N T I V E  E X E M P T I O N .  T h e  o r o v i s l o n s  

of this c h a p t e r  are not a p p l i c a b l e  to oil p r o d u c e d  f rom n o n g o v e r n m e n -  

t ' l l y  o w n e d  m i n e r a l  fee i n te r e s t s .

Sec. 43.5 9 . 1 7 0.  P A Y M E N T  T O  A L A S K A  N A T I V E  FUND. W h e n  the tax 

le v i e d  u n d e r  this c h a p t e r  is p a y a b l e ,  an a m o u n t  equivalent, to not less 

an two per c e n t  o f  the tax s h a l l  be p aid by the state f r o m  oi l and gas 

ro y a l t i e s ,  b o n u s e s  a n d  r e n t a l s  into the A l a s k a  Mr jve fund e s t a b l i s h e d  

by sec. 6 of the A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  Act (P.L. 92-2 0 3 ;  R5 

Star.. 688; 113 U.3.C. 1 6 0 1  et s e q . ) u n t i l  all p a y m e n t s  m a d e  into the fund 

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

Sec. il3.59.l80. D E F I N I T I O N S .  In this c h a p t e r  " d e p a r t m e n t "  m e a ns  

the D e p a r t m e n t  o f  R e v e n u e ,  and oil and gas are as d e f i n e d  in AS 4 3.5,5.- 

14 0.

Ŝ c. 2. This Act takes effect January 1, 1977.
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■i * 11! T H E  H O U S E

I n t r o d u c e d :  3/17/76 
R e f erred: R e s o u r c e s  an d F i n a n c e

3Y C 0 W P E R ,3 R A D L E Y ,B R O W N ,D U N C A N , 
G A R D I N E R , G R U E N I N G , K E L L E Y . M C K I N N O N ,  
M A L O N E . M I L L E R ,N A U G H T O N ,P A R K E R ,
P A R R  A N D  S W A N S O N

1 2 S P O N S O R  S U B S T I T U T E  FO R  H O U S E  B I L L  NO. 803

i j IN 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

N I N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

I 5 A B I L L

Fo r  an Act e n t i t le d :  "An Act p r o v i d i n g  f o r  an oil p r o d u c t i o n  i n c o m e  tax; and

1 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 . "

A 8 BE IT E N A C T E D  BY 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  ALASKA:

i] 9 s S e c t i o n  1. AS A3 is a m e n d e d  by a d d i n g  a n e w  c h a p t e r  to read:

^ 10 

f 11

C H A P T E R  59. O I L  P R O D U C T I O N  I N C O M E  TAX.

Sec. A 3 .59.010. T A X  IMPOSED. T h e r e  is i m p o s e d  for e a c h  t a xa b l e

;j 12
y e a r  up o n  an oi l  p r o d u c e r d e r i v i n g  i n c o m e  f r o m  oi l  p r o d u c t i o n  in the

$ 13 s t a t e a tax c o n s i s t i n g  o f  a n o r m a l  t a x  e q u a l  to 10 per cent of the

1 U
a m o u n t  c o m p u t e d  u n d e r  sec. 20 of t his c h a p t e r  and a su r t a x e q u al  to A0

1 15 per cen t  of  the a m o u n t  c o m p u t e d  u n d e r  sec. 30 of t h i s  chapt e r .

■:] 16 Sec. A 3.59.020. C O M P U T A T I O N  O F  N O R M A L  TA X  BASE. N o r m a l  tax u n d er

:3 this c h a p t e r  is I m p o s e d  on that p o r t i o n  of the v a l u e  o f  the oil at the

g 18 point of f i r s t  s a l e  or its v a l u e  at the r e f i n e r y ,  w h i c h e v e r  is less,

:•! 10
w h i c h  e x c e e d s  th e  s u m  of t he  f o l l o w i n g  a l l o w a b l e  cost, , but is less t han

% 20
125 p e r  c ent o f  th e sum:

1 21
(1) e x p l o r a t i o n c o s t s  a t t r i b u t a b l e  to o i J , i n c l u d i n g  b onus

j 22
p a ymentsi as c o m p u t e d  u n d e r  sec. Ao o f  th i s  c h a p t e r ;

a 23
(2) •h o s e  field d e v e l o p m e n t  c o s t s  an d  v a r i a b l e  p r o d u c t i o n

2-1
c o o t s  that are a t t r i b u t a b l e  to oil, as c o m p u t e d  u n d e r  secs. 50 and 60 of

3 25
this chapter-;

i>i 26
(3) c ost o f  t r a n s p o r t  of the o i l  f r o m  the field in w h i c h  it

A 27
wa s  p r o d u c e d  to tne r e f i n e r y  or the p o i n t  o f  firrt sale, w h i c h e v e r  is

 ̂ 2a
the b a s e  for the v a l u e  d e t e r m i n a t i o n  for t h e  c o m p u t a t i o n  of the tax;

1 29 (A) s e v e r a n c e  t a x e s  i m p o s e d  u n d e r  chs. 55 a n d  57 of this
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title;

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

c ents p e r  barrel.

Sec. 4 3 . 5 9 .0 3 0 .  C O M P U T A T I O N  OP S U R T A X  BASE. S u r t a x  u n d e r  this 

c h a p t e r  is I m p o s e d  on the a m o u n t  by w h i c h  the v a l u e  of the oil at the 

po i n t  o f  first sale, or the r e f i n e r y  to w h i c h  it is d e l i v e r e d ,  w h i c h e v e r  

is less, e x c e e d s  125 pe r cent of the a l l o w a b l e  costs set out in sec. 

20(1) - (5) of this chapter.

Sec. 43.5 9 - 0 4 0.  E X P L O R A T I O N  C O S T  D E D U C T I O N S .  (a) E x p l o r a t i o n  

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

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

cal i n v e s t i g a t i o n s  I n c u r r e d  for the p u r p o s e  of f i n d i n g  oil a n d  gas, if

the i n v e s t i g a t i o n s  a r e  c a r r i e d  ou t  on g o v e r n m e n t  land in the state;

(2) that p a r t  o f  the p a y m e n t s  for the r ight to e x t r a c t  oil 

a n d  gas f r o m  g o v e r n m e n t  la n d  in A l a s k a  that is a t t r i b u t a b l e  to oil;

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

on g o v e r n m e n t  l a n d  in Alaska.

(b) The p e r c e n t a g e  o f  t otal c o s ts  and p a y m e n t s  that is a t t r i­

but a b l e  to oil s h a l l  be e q u a l  to the p e r c e n t a g e  a c c o u n t e d  for b y  oi l  in 

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

d u r i n g  the c a l e n d a r  y e a r  p r e c e d i n g  that in w h i c h  the c o s t  is i n c u r r e d  or 

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

C o = Co + s  * W V o / W V o + g ’ Vihore

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

to oil luring a g i v e n  c a l e n d a r  year;

C’0 + g = the t o t a l  c o s ts  i n c u r r e d  and p a y m e n t s  m a d e  by the t a x p a y e r

in that ye a r  in e x p l o r i n g  for o i l  an d  gas on g o v e r n m e n t  land;

V/VQ = th e w e l l h e a d  v a l u e  of a l l  oil p r o d u c e d  in the s tate d u r i n g

the p r e c e d i n g  year;
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W V 0 + E  = the w e l l h e a d  v a l u e  o f  al l  oi l  a n d  gas p r o d u c e d  in the s t a t e  

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

(c) N o  c o s t s  p a i d  f o r  s e r v i c e s  or a n y  p o r t i o n  o f  s e r v i c e s  u s e d  or 

p r o v i d e d  o u t s i d e  Alaska, s a l a r i e s  or w a g e s  not s u b j e c t  to t h e  w i t h h o l d­

in g  of  s t a t e  i n c o m e  tax u n d e r  AS 4 3 . 2 0 . 1 7 0 ,  or p a y m e n t s  f o r m a t e r i a l s  or 

s u p p l i e s  not p h y s i c a l l y  l o c a t e d  or c o n s u m e d  in A l a s k a  m a y  be d e d u c t e d  as 

an e x p l o r a t i o n  cost.

(d) No c o s t s  i n c u r r e d  m o r e  t h a n  three y e a r s  b e f o r e  the e f f e c t i v e  

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

(e) N o  m o r e  thar. 20 per cen t  o f  the e x p l o r a t i o n  costs i n c u r r e d  in 

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

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

(f) E x p l o r a t i o n  c o s t s  m a y  be c a r r i e d  f o r w ar d  for p u r p o s e s  of c om­

p u t i n g  d e d u c t i o n s  a m a x i m u m  o f  10 ye a r s,  a n d  ma y  be a l l o c a t e d  a m o n g  

fi e l d s  at the e l e c t i o n  of the p r o d u c e r .

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

p u r p o s e  of c o m p u t i n g  d e v e l o p m e n t  cost d e d u c t i o n s ,  all field d e v e l o p m e n t  

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

or the u s e f u l  l ife of the f a c i l i t y  to w h i c h  t h e y  ar e a t t r i b u t a b l e ,  

w h i c h e v e r  is less, in a c c o r d a n c e  w i t h  r e g u l a t i o n s  p r o m u l g a t e d  by tho 

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

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

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

ti o n  a c c o u n t e d  for by oil d u r i n g  that year.

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

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

o t h e r  t h a n  v a r i a b l e  p r o d u c t i o n  c o s t s  as d e f i n e d  in sec. 60 of this 

c h a p t e r ;  a d m i n i s t r a t i v e ,  e n g i n e e r i n g ,  or d e s i g n  c o s t s  I n c u r r e d  o u t s i d e  

A l a s k a  m a y  not be a l l o w e d  in c a l c u l a t i n g  th e  d e d u c t i o n s  or the d e p r e c i a -
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t i o n  basis.

(c) Ho d e v e l o p m e n t  cost i n c u r r e d  b e f o r e  J a n u a r y  1, 1 9 7 0 s ha l l  be 

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

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

f o r w a r d  of d e p r e c i a t i o n  a c c r u i n g  b e f o r e  the e f f e c t i v e  d a t e  of this  Act 

s h a l l  n o t  be p e r m i t t e d.

(d) I n t e r e s t  not to e x c e e d  n i n e  p e r  cent p e r  a n n u m  on f u n d s  u s e d  

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

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

Sec. i!3.59.060. V A R I A B L E  P R O D U C T I O N  C O S T  D E D U C T I O N S .  (a) D e d u c­

tib l e  p r o d u c t i o n  c osts ar e l i m i t e d  to t h o s e  costs a l l o c a b l e  to oil w h i c h  

w o u l d  not be i n c u r r e d  if p r o d u c t i o n  w e r e  to cease, an d  m a y  be c a r r i e d  

f o r w a r d  o n l y  u n d e r  the c o n d i t i o n s  s p e c i f i e d  in sec. 80 o f  this chapter.

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

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

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

by oil.

Sec. '13.59.070. T R A N S P O R T A T I O N  C O S T  D E D U C T I O N S .  V/hen the c o m m i s­

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

not a c c u r a t e l y  r e p r e s e n t  the true c o s t s  and that t r a n s p o r t a t i o n  c h a r g e s  

are b e i n g  pai d  to an e n t i t y  a f f i l i a t e d  w i t h  an oil p r o d u c e r  t a x p a y e r ,  

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

h i m  o f  the fair t r a n s p o r t a t i o n  costs, an d  p u b l i c  h e a r i n g ,  m a k e  a d e t e r­

m i n a t i o n  o f  the d e d u c t i b l e  t r a n s p o r t a t i o n  ^ost for the p u r p o s e s  of c o m­

p u t i n g  th e  t axes du e  u n d e r  t his c h a p t e r .  Mo p r o d u c e r  a f f e c t e d  by this 

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

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

Sec. '13.5 9 .O8 O. LOSS C A R R Y  F O R W A R D .  D e v e l o p m e n t  a n d  p r o d u c t i o n  

cos t  d e d u c t i o n s  m a y  be c a r r i e d  f o r w a r d  o nly to the e x t e n t  that they 
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29

e x c e e d  the t o t a l  v a l u e  of the oi l  at the p o i n t  o f  v a l u e  d e t e r m i n a t i o n  

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

c a r r i e d  b e y o n d  any succeeding' y e a r  onl y  if no ta x  w a s  d u e in tha t  year.

Sec. 4 3 > 5 9 . 0 9 0 .  R O Y A L T Y  OIL. T h e  tax i m p o s e d  by thi s  c h a p t e r  is 

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

e a c h  l e a s e  or p r o p e r t y ,  less any part t h e o w n e r s h i p  or r i gh t  to w h i c h  

Is e x e m p t  f r o m  t a x a t i o n .  In m a k i n g  s e t t l e m e n t  w i t h  a r o y a l t y  o w n e r  

the p r o d u c e r  m a y  d e d u c t  the a m o u n t  of the t a x  p a i d  on r o y a l t y  oil, or 

m a y  d e d u c t  r o y a l t y  oil e q u i v a l e n t  in v a l u e  to the a m o u n t  o f  tax paid, 

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

Sec. A 3 .59-100. P A Y M E N T  O F  TAX. (a) The oi l p r o d u c t i o n  i n c o m e  

ta x  s h a l l  be p a i d  a n n u a l l y .  Th e  tax is du e  on A p r i l  15 o n  oil o r  gas 

r e m o v e d  or sold f r o m  e a c h  l e a s e  o r  p r o p e r t y  d u r i n g  th e  p r e c e d i n g  c a l e n­

da r  year.

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

this c h a p t e r  s h a l l  file a n n u a l l y  by F e b r u a r y  1 o f  e a c h  y ear, w J M i  the 

d e p a r t m e n t ,  a s t a t e m e n t  .showing the v a l u e  o f  oi l  as s p e c i f i e d  in sec. 20 

o f  t hi s  c h a p t e r ,  arid s hall u n d e r  th e p e n a l t y  of p e r j u r y  f u r n i s h  a Li t he 

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

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

Sec. A 3 ,59.110. V A L U E  MA Y  BE D E T E R M I N E D  BY D E P A R T M E N T .  Th e  d e­

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

fa i r  m a r k e t  v a l u e  o f  the oil at the p o i n t  o f  f irst s a l e  o r  at the 

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

(1) th e s e l l e r  and p u r c h a s e r  are a f f i l i a t e d  o e rs o n s ;

(2) t h e sal e  a n d  p u r c h a s e  o f  the p r o d u c t i o n  is not an a r m ' s  

l e n g t h  t r a n s a c t i o n  or is not r e p r e s e n t a t i v e  of c o m p e t i t i v e  m a r k e t  value; 

or

(3) t h e r e  is no c o m p e t i t i v e  m a r k e t  at the r e f i n e r y  for oil of
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Sec. 4 3. 59.120. A D M I N I S T R A T I O N  O P  TAX. AS 4 3. 55. 04 0, 4 3 - 55-050, 

4 3 - 5 5 . 0 7 0 ,  4 3 . 5 5 . 0 9 0 ,  and  4 3 . 5 5 .110 a p p l y  w i t h  r e s p e c t  to thi s  chapter.

Sec. 4 3 . 5 9. 1 3 0 .  N O N P A Y M E N T  O F  TAX. Th e  p r o v i s i o n s  for ci v i l  

p e n a l t y ,  i n t e r e s t  and r e m e d y  e s t a b l i s h e d  in A S  4 3 . 5 8 . 1 2 0 ,  4 3 . 5 8 . 1 3 0 ,  

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

Sec. 4 3 . 5 9 . 1 4 0 .  R E G U L A T I O N S .  The d e p a r t m e n t  ma y  a d o p t  r e g u l a t i o n s  

in a c c o r d a n c e  w i t h  the A d m i n i s t r a t i v e  P r o c e d u r e  Act (AS 44.62) as a p p r o­

pr i a t e  to a d m i n i s t e r  and e n f o r c e  this chapter.

Sec. 4 3 . 5 9 .1 5 0 .  D E P O S I T  O F  R E V EN U E .  (a) T h e  d e p a r t m e n t  s hall 

d e p o s i t  the m o n e y  c o l l e c t e d  u n d e r  this c h a p t e r  in th e  g e n e r a l  fund.

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

u n d e r  t his c h a p t e r  s h a l l be p l a c e d  in a s p e c i a l  " p e r m a n e n t  f und a c c o u n t "  

in the g e n e r a l  fund.

Sec. 43.5 9 . 1 6 0 .  P R I V A T E  L A N D  I N C E N T I V E  E X E M P T I O N .  T h e  p r o v i s i o n s  

o f  t h i s  c h a p t e r  are not a p p l i c a b l e  to o i l  p r o d u c e d  from n o n g o v e r n m e n t  

t a l l y  o wned m i n e r a l  fee i n t e r e s t s .

Sec. 4 3 . 59 . 1 7 0 .  P A Y M E N T  T O  A L A S K A  N A T I V E  FUND. W h e n  the tax 

l e v i e d  u n d e r  t h i s  c h a p t e r  is p a y a b l e ,  an a m o u n t  e q u i v a l e n t  to not less 

t h a n  two p e r  cent o f  the tax shall be pai d  by the s t a t e  f r o m  oil and gas 

r o y a l t i e s ,  b o n u s e s  an d  r e n t a l s  into th e  A l a s k a  N a t i v e  fund  e s t a b l i s h e d  

by sec. 6 o f  the A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  Act (F.L. 92-203; 85 
Stat. 688; 43 U.S.C. 1601 et sea.) u ntil all p a y m e n t s  m a d e  i n t o  the fund 

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

Sec. 43.59 . l 8 0 .  D E F I N I T I O N S .  In this c h a p t e r  " d e p a r t m e n t "  m e a n s  

the D e p a r t m e n t  of R e v e n u e ,  a n d  oil and gas are as d e f i n e d  in AS 4 3 . 5 5 . -  

140.

similar kind and quality.

* Sec. 2. This Act takes effect January 1, 1977-
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Introduced: 3/17/76
Referred: Resources and Finance

BY C O W P E R ,B R A D L E Y ,B R O W N ,D U N C A N , 
G A R D I N E R ,G R U E N I N G ,K E L L E Y ,M C K I N N O N , 
M A L O N E ,M I L L E R ,H A U G H T O N ,P A R K E R ,

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

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

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

N I N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N  

A B I L L

F o r  a n  Act e n t it l e d :  "An Act p r o v i d i n g  for an oil p r o d u c t i o n  i n c o m e  tax; and

p r o v i d i n g  for an e f f e c t i v e  da 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  O F  T H E  S T A T E  O F  ALASKA:

- S e c t i o n  1. AS 43 is a m e n d e d  by a d d i n g  a n e w  c h a p t e r  to read:

C H A P T E R  59. O I L  P R O D U C T I O N  I N C O M E  TAX.

Sec. A 3 ,5 9 .010. T A X  I M PO S E D .  T h e r e  is i m p o s e d  for eac h  t a x a b l e  

y e a r  u p o n  an oil p r o d u c e r  d e r i v i n g  i n c o m e  f r o m  oil p r o d u c t i o n  in the 

state a tax c o n s i s t i n g  o f  a n o r m a l  tax e q u a l  to 10 pe r  cent of t h e  

a m o u n t  c o m p u t e d  u n d e r  sec. 20 o f  this c h a p t e r  and 8 s u r t a x  e q u a l  to Ao

per c ent of the a m o u n t  c o m p u t e d  u n d e r  sec. 30 o f  this c h a p t e r ,

S e c . A 3.59.020. C O M P U T A T I O N  O F  N O R M A L  TAX BASE. N o r m a l  tax u n d e r  

this c h a p t e r  is i m p o s e d  o n  that p o r t i o n  of  the v a l u e  of the oil at the 

point of first s a l e  or its v a l u e  at the ref i n e r y,  w h i c h e v e r  is lex.', 

w h i c h  e x c e e d s  the sum of the f o l l o w i n g  a l l o w a b l e  costs, but is less t h a n  

125 p e r  c ent of the sum:

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

p a y m e n t s ,  as c o m p u t e d  u n d e r  sec. hfj of thi s  c h a p t er ;

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

c o s t s that ar e  a t t r i b u t a b l e  to oil, as c o m p u t e d  u n d e r  secs. 50 and 60 e f  

this c h a p t e r ;

(3) cost o f  t r a n s p o r t  of the oil fr o m  the f ield in w h i c h  it 

was pi'Oduced to the r e f i n e r y  or the p o i n t  of f irst sale, w h i c h e v e r  is 

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

(A) s e v e r a n c e  t a x e s  I m p o s e d  u n d e r  chs. 55 a n d  57 of this
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title;

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

c e n t s  p e r  barrel.

Sec. 4 3 . 5 9 . 0 3 0 .  C O M P U T A T I O N  OF S U R T A X  BASE. S u r t a x  u n d e r  this 

c h a p t e r  is i m p o s e d  on the am o u n t  by w h i c h  the v a l u e  of the oil at the 

p o i n t  o f  first sale, or the r e f i n e r y  to w h i c h  it is d e l i v e r e d ,  w h i c h e v e r  

is less, e x c e e d s  125 p e r  c ent of the a l l o w a b l e  costs set out in sec. 

20(1) - (5) of this c h a pter.

Sec. 4 3 . 59 . 0 4 0 .  E X P L O R A T I O N  C O S T  D E D U C T I O N S .  (a) E x p l o r a t i o n  

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

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

cal i n v e s t i g a t i o n s  i n c u r r e d  "or the p u r p o s e  of f i n d i n g  oi l  a n d  gas, if

the i n v e s t i g a t i o n s  are c a r r i e d  out on g o v e r n m e n t  land in the state;

(2) tha t  p a r t  o f  the p a y m e n t s  f o r  the right to e x t r a c t  oil 

a n d  gas f r o m  g o v e r n m e n t  l and in A l a s k a  that is a t t r i b u t a b l e  to oil;

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

on g o v e r n m e n t  land in Alaska.

(b) Th e  p e r c e n t a g e  o f  total c o s t s  and p a y m e n t s  that is a t t r i­

bu t a b l e  to oi l  s h a l l  bo e q u a l  to the p e r c e n t a g e  a c c o u n t e d  for by o i l  Ln 

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

d u r i n g  the c a l e n d a r  y e a r  p r e c e d i n g  that in w h i c h  the cost is i n c u r r e d  or 

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

C o = C o + g  ‘ W V o / W V g »  w h e r e

C Q -  an oil p r o d u c e r ' s  d e d u c t i b l e  costs and p a y m e n t s  a t t r i b u t a b l e

to oi l  d u r i n g  a g i v e n  c a l e n d a r  year; 

co + g  ~ ^he c o s t s  i n c u r r e d  and p a y m e n t s  m a d e  by the t a x p a y e r

in that y e a r  in e x p l o r i n g  for oi l  and gas on g o v e r n m e n t  land;

W V Q = the w e l l h e a d  v a l u e  o f  all oil p r o d u c e d  ln the s t a t e  d u r i n g  

the p r e c e d i n g  year;
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W V 0 + g  = the w e l l h e a d  v a l u e  o f  a l l oil a n d  gas p r o d u c e d  in t h e  s t at e  

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

(c) No c o s t s  p a i d  fo r  s e r v i c e s  or any p o r t i o n  of s e r v i c e s  u s e d  or 

p r o v i d e d  o u t s i d e  Alaska, s a l a r i e s  o r  w a g e s  not s u b j e c t  to the w i t h h o l d­

ing of state i n c o m e  tax u n d e r  AS ^ 3 . 2 0. 1 7 0 ,  or p a y m e n t s  for m a t e r i a l s  or 

s u p p l i e s  not p h y s i c a l l y  l o c a t e d  or c o n s u m e d  in A l a s k a  m a y  be d e d u c t e d  as 

an e x p l o r a t i o n  cost.

(a) N o  co s t s  i n c u r r e d  m o r e  tha n  t hr e e  y e a r s  b e f o r e  th e  e f f e c t i v e  

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

(e) No m o r e  t h a n  20 per cent of the e x p l o r a t i o n  c o s t s i n c u r r e d  in 

an y  c a l e n d a r  y e a r  m a y  be d e d u c t i b l e  for that c a l e n d a r  y e a r ,  or f o r  any 

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

(f) E x p l o r a t i o n  c o s t s  m a y  be c a r r i e d  f o r w a r d  for p u r p o s e s  of c o m­

pu t i n g  d e d u c t i o n s  a m a x i m u m  of 10 ye a rs ,  and m a y  be a l l o c a t e d  a m o n g  

fi e ld s  at the e l e c t i o n  of the pro d uc e r .

Sec. '13.59.050. F I E L D  D E V E L O P M E N T  C O S T  D E D U C T I O N S .  (a) F o r  the 

p u r p o s e  of c o m p u t i n g  d e v e l o p m e n t  cost d e d u c t i o n s ,  all f ield development, 

costs s h a l l  be c a p i t a l i s e d  and d e p r e c i a t e d  over- the life of the field 

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

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

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

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

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

ti o n  a c c o u n t e d  for by oil d u r i n g  that year.

(b) F i e l d  development, c osts s h a l l  be l i m i t e d  tc the c o s ts  o f  g o o d s  

and s e r v i c e s  use d  in « l a s k a  and u s e f u l  in the p r o d u c t i o n  of the field 

o t h e r  t h a n  v a r i a b l e  p r o d u c t i o n  c o s t s  as d e f i n e d  in sec. 60 of this 

c h a p t e r ;  a d m i n i s t r a t i v e ,  e n g i n e e r i n g ,  or d e s i g n  c o s t s  i n c u r r e d  o u t s i d e  

A l a s k a  m a y  not be a l l o w e d  in c a l c u l a t i n g  the d e d u c t i o n s  o r  the d e p r e c i a -
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(c) No d e v e l o p m e n t  cost i n c u r r e d  b e f o r e  J a n u a r y  1, 197 0  s h a l l be 

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

ties in o p e r a t i o n  b e f o r e  the e f f e c t i v e  d at e  o f  this Act, the c a r r y i n g  

f o r w a r d  of d e p r e c i a t i o n  a c c r u i n g  b e f o r e  the e f f e c t i v e  d a t e  of this Act 

s h a l l  not be p e r m i t t e d .

(d) I n t e r e s t  not to e x c e e d  n i n e  p e r  cent p e r  a n n u m  on f unds u s e d  

d u r i n g  an d  i n  the c o n s t r u c t i o n  of f a c i l i t i e s  use d  and u s e f u l  ln the 

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

Sec. 4 3 . 5 9 . 0 6 0 .  V A R I A B L E  P R O D U C T I O N  C O S T  D E D U C T I O N S .  (a) D e d u c­

tible p r o d u c t i o n  c o s t s  are l i m i t e d  to those costs a l l o c a b l e  to oil wh i c h  

w o u l d  not be i n c u r r e d  if p r o d u c t i o n  w e r e  to cease, and  m a y  be c a r r i e d  

f o r w a r d  o n l y  u n d e r  the c o n d i t i o n s  s p e c i f i e d  in sec. 80 of thi s  chapter.

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

y e a r  by m u l t i p l y i n g  a g g r e g a t e  p r o d u c t i o n  c o s t s  in the field fo r oil and 

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

by oil.

Sec. 4 3 . 59.07f. T R A N S P O R T A T I O N  COL 2 D E D U C T I O N S .  W h e n  the c o m m i s­

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

n ot a c c u r a t e l y  r e p r e s e n t  the true c o s t s  and that t r a n s p o r t a t i o n  c h a r g e s  

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

he rnay, a f t e r  p r o m u l g a t i o n  of r e g u l a t i o n s  g o v e r n i n g  th e  d e t e r m i n a t i o n  by 

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

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

p u t i n g  the t a x e s  d u e  u n d e r  this chapt e r .  Mo p r o d u c e r  a f f e c t e d  by this 

d e t e r m i n a t i o n  s h a l l  be a l l o w e d  t r a n s p o r t a t i o n  cost d e d u c t i o n s  Jn e x c e s s  

of the a m o u n t s  d e t e r m i n e d  by the c o m m i s s i o n e r  to be fair and deductibli .

Sec. 4 3 . 5 9 . 0 8 0.  L O S S  C A R R Y  F O R W A R D .  D e v e l o p m e n t  an d p r o d u c t i o n  

cost d e d u c t i o n s  m a y  be c a r r i e d  f o r w a r d  o nly to the e x t e n t  that they 
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e x c e e d  the t o t a l  v a l u e  of the oil at th e  po i n t  of v a l u e  d e t e r m i n a t i o n  

for t his tax, l ess t r a n s p o r t a t i o n  c o s t s  f r o m  the field; t h e y  m a y  be 

c a r r i e d  b e y o n d  an y  succeeding' y e a r  o n l y  if no ta x  w a s  du e  in t h a t  year.

Sec. 4 3 . 59 . 0 9 0 .  R O Y A L T Y  OIL. T h e  t a x  i m p o s e d  by thi s  c h a p t e r  is 

up o n  th e  v a l u e  of t h e  t o t a l  p r o d u c t i o n  o f  all oi l r e m o v e d  o r  s o l d  f r o m  

e a c h  l e a s e  or property, less a n y  part th e  o w n e r s h i p  or r i g h t  to w h i c h  

is e x e m p t  f r o m  t a x a t i o n  In m a k i n g  s e t t l e m e n t  w i t h  a r o y a l t y  o w n e r  

the p r o d u c e r  m a y  d e d u c t  the a m o u n t  of the t a x  p a i d  011 r o y a l t y  oil, or 

may d e d u c t  r o y a l t y  oil e q u i v a l e n t  In v a l u e  to the a m o u n t  of tax p aid, 

at t h e  t i m e  t h e  ta x  b e c o m e s  due.

Sec. 4 3 . 5 9 * 1 0 0 .  P A Y M E N T  O F  TAX. (a) T h e  oil p r o d u c t i o n  I n c o m e  

tax s h a l l  be p a i d  a n n u a l l y .  T h e  ta x is du e  on A pril 15 on oil o r  gas 

r e m o v e d  or s old f r o m  e a c h  l ease or p r o p e r t y  d u r i n g  the p r e c e d i n g  c a l e n­

dar  year.

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

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

d e p a r t m e n t ,  a s t a t e m e n t  s h o w i n g  the v a l u e  o f  o i l  as s p e c i f i e d  in sec. ?0 

o f  t h i s  c h a p t e r ,  and s h a l l  undei1 th e  p e n a l t y  o f  p e r j u r y  f u r n i s h  all the 

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

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

Sec. 4 3 .5 9 . H O .  V A L U E  M A Y  BE D E T E R M I N E D  BY D E P A R T M E N T .  T h e  d e­

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

fair m a r k e t  v a l u e  of the oi l  at the p o i n t  of f i r s t  s a l e  o r  at tne 

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

(1) the s e l l e r  and  p u r c h a s e r  are a f f i l i a t e d  p er s o n s ;

!2) t h e sal e  a n d  p u r c h a s e  of the p r o d u c t i o n  Is n o t  an a r m ' s  

l e n g t h  t r a n s a c t i o n  or is not r e p r e s e n t a t i v e  of c o m p e t i t i v e  m a r k e t  value; 

or

(3) t h e r e  Is no c o m p e t i t i v e  m a r k e t  at the r e f i n e r y  f o r  oil o f
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s i m i l a r  kind an d  quality.

Sec. 4 3.59.120. A D M I N I S T R A T I O N  O F  TAX. AS ^ 3 - 5 5 - 04 0 ,  4 3. 5 5 . 0 5 0 ,  

443- 55 .070, ^ 3 - 5 5 . 0 9 0 ,  and *(3 .5 5 . 1 1 0  a p p l y  w i t h  r e s p e c t  to t h i s  c ha pter.

Sec. '43.59.130. N O N P A Y M E N T  O F  TAX. T h e  p r o v i s i o n s  for c i v i l  

p e n a l t y ,  i n t e r e s t  and r e m e d y  e s t a b l i s h e d  in AS 443.53.120, 443 .58.130 , 

an d  4(3 .5 8 . 1 5 0  a p p l y  to thi s  ch a pter.

Sec. '15.5 9 .144 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  ma y a dopt r e g u l a t i o n s  

in a c c o r d a n c e  w i t h  the A d m i n i s t r a t i v e  P r o c e d u r e  Act (AS H b . 6 2 )  as a p p r o­

pr i a t e  to a d m i n i s t e r  an d  e n f o r c e  t h i s  ch a pter.

S n c . '4 3.59.150. D E P O S I T  OF R E V E N U E .  (a) T h e  d e p a r t m e n t  s hall 

d e p o s i t  the m o n e y  c o l l e c t e d  u n d e r  this c h a p t e r  in the genera] fund.

(b) Si x t y  per cent of the m o n e y  d e p o s i t e d  in the g e n e r a l  fund 

u n d e r  this c h a p t e r  s h a l l be p l a c e d  in a s p e c i a l  " p e r m a n e n t  fund a c c o u n t "  

in the g e n e r a l  fund.

Sec. ''3.59.160. P R I V A T E  L A N D  I N C E N T I V E  E X E M P T I O N .  Th e  p r o v i s i o n s  

o f  this c h a p t e r  are not a p p l i c a b l e  to oil p r o d u c e d  f r o m  n o n g o v e r  imen- 

t a l l y  o wn e d  m i n e r a l  fee i n t e r e s t s .

Sec. '13.59.170. P A Y M E N T  T O  A L A S K A  N A T I V E  FUND. Whe n  the tax 

l e v i e d  u n d e r  this c h a p t e r  is p a y a b l e ,  an a m o u n t  e q u i v a l e n t  t o  not less 

t h a n  two p e r  cent of the tax s h a l l  be p a i d  by the s t a t e  f r o m  oi l  and gas 

r o y a l t i e s ,  b o n u s e s  and r e n t a l s  i nto th e  A l a s k a  N a t i v e  fund e s t a b l i s h e d  

by sec. 6 o f  the A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  Act (P.L. 92-2 0 3 ;  85 
Stat. 688; '13 U.S.C. 1 601 et seq.) u n t i l  all p a y m e n t s  m a d e  int o  the fund 

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

Sec. 'I3.59.l80. D E F I N I T I O N S .  In thi s  c h a p t e r  " d e p a r t m e n t "  m e a n s  

the D e p a r t m e n t  of R e v e n u e , an d  oil a n d  gas a r e  as d e f i n e d  in AS 443.5 5 .- 

14(0.

* Sec. 2. This Act takes effect January 1, 1977.

SSHB 803 - 6 -



I

2

3

A

5

6

7

8

9

10

II

12

13

M

16

16

17

HI

19

20

21

72

23

24

26

26

27

2B

29

Introducer!: 3/17/76
Referred: Resources and Finance

BY C O W P E R ,B R A D L E Y ,B R O W N ,D U N C A N , 
G A R D I N E R , G R U E N I N G , K E L L E Y , M C K I N N O N ,  
M A L O N E , M I L L E R ,N A U G H T O N ,P A R K E R ,

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

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

IN 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  

N I N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N  

A B I L L

F or a n  Act e n t i t l e d :  "An Act p r o v i d i n g  f o r  an oil p r o d u c t i o n  i n c o m e  ran; a n d

p r o v i d i n g  for an e f f e c t i v e  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  O F  T H E  S T A T E  O F  ALASKA:

s S e c t i o n  1. AS 43 is a m e n d e d  by a d d i n g  a ne w  c h a p t e r  to read:

C H A P T E R  59- O I L  P R O D U C T I O N  I N C O M E  TAX.

Sec. 3.59.010. T A X  I M P O S E D .  T h e r e  is i m p o s e d  for e a c h  t a x a b l e  

y e a r  u p o n  an oil p r o d u c e r  d e r i v i n g  i n c o m e  f r o m  oil p r o d u c t i o n  in the 

s tate a tax c o n s i s t i n g  o f  a n o r m a l  tax e q u al  to 10 p e r  cent of the 

am o u n t  c o m p u t e d  u n d e r  sec. 20 o f  this c h a p t e r  a n d a s u r t a x  e qual to 40

p er cen t  o f  t h e  a m o u n t  c o m p u t e d  u n d e r  sec. 30 of th i s  c ha pter.

Sec. 4 3 . 5 9 . 0 2 0 .  C O M P U T A T I O N  O F  N O R M A L  T A X  BASE. N o r m i l  tax u n d e r  

t his c h a p t e r  1.s im p o s e d  on t h a t  p o r t i o n  of the v a l u e  of the oiJ at the 

p o i n t  o f  f irst sa i e  or its v a l u e  at the r e f i n e r y ,  w h i c h e v e r  is less, 

w h i c h  e x c e e d s  th e  sum of the f o l l o w i n g  a l l o w a b l e  costs, bu t  is less, t h a n  

125 p e r  cen t o f  the sum:

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

p a y m e n t s ,  as c o m p u t e d  u n d e r  sec. 40 of this c h a p te r ;

(2) t h o s e  f ield d e v e l o p m e n t  costs a n d  v a r i a b l e  productioi 

c o s t s  t ha t  a r e  a t t r i b u t a b l e  to oil, as c o m p u t e d  u n d e r  secs. 50 and 60 of 

t hi s  c h a pt e r ;

(3) cost o f  t r a n s p o r t  of the oil f r o m  the field in w h i c h  it 

wa s  p r o d u c e d  to the r e f i n e r y  or the p o i n t  o f  f irst sale, w h i c h e v e r  if 

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

(4) s e v e r a n c e  t a x e s  i m p o s e d  u n d e r  chs. 55 and 57 o f  this

- 1 -  S S H B  803



I

2

3

A
5

6

7

B

9

10

II

12

13

IA

ib

16

I 7

18

I?

/0

21

23

24

2b

26

27

26

29

t i t l e ;

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

c e n t s  p e r  barrel.

Sec. 4 3 . 5 9 . 0 3 0 .  C O M P U T A T I O N  O F  S U R T A X  BASE. S u r t a x  u n d e r  this 

c h a p t e r  is i m p o s e d  o n  the a m o u n t  by w h i c h  the v a l u e  of the oil at the 

p o i n t  o f  f irst sale, or the r e f i n e r y  to w h i c h  it is d e l i v e r e d ,  w h i c h e v e r  

is less, e x c e e d s  125 pe r  cent o f  the a l l o w a b l e  c os t s  set out in sec. 

20(1) - (5) of this chapter.

Sec. 4 3 . 5 9 . 0 4 0 .  E X P L O R A T I O N  C O S T  D E D U C T I O N S .  (a) E x p l o r a t i o n  

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

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

cal i n v e s t i g a t i o n s  i n c u r r e d  for the p u r p o s e  of f i n d i n g  oi l  and gas, if

the i n v e s t i g a t i o n s  a r e  c a r r i e d  ou t  o n  g o v e r n m e n t  land in the state;

(2) that part of the p a y m e n t s  for the r ight to ex t r a c t  oil 

a n d  gas f r o m  g o v e r n m e n t  land in A l a s k a  that is a t t r i b u t a b l e  to oil;

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

on g o v e r n m e n t  lan d in Alaska.

(b) T he  p e r c e n t a g e  of total c o s t s  and p a y m e n t s  that is a t t r i­

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

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

d u r i n g  the c a l e n d a r  y e a r  p r e c e d i n g  that in w h i c h  t h e  cost is i n c u r r e d  or 

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

co - • " V V g .  shc-re

C Q -  an oi l  p r o d u c e r ' s  d e d u c t i b l e  costs and  p a y m e n t s  a t t r i b u t a b l e  

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

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

In that y e a r  in e x p l o r i n g  for o i l  a n d  gas on g o v e r n m e n t  land;

VJV0 = the w e l l h e a d  v a l u e  o f  a l l oil p r o d u c e d  ln the s t a t e  d u r i n g  

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

3SHB 803 -2-



W V D + g = the w e l l h e a d  v a l u e  0 1  a l l  oil a n d  gas p r o d u c e d  in the s tate 

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

(c) No c o s t s  p a i d  for s e r v i c e s  or a n y  p o r t i o n  o f  s e r v i c e s  u s e d  or 

p r o v i d e d  o u t s i d e  Alaska, s a l a r i e s  or w a g e s  not s u b j e c t  to t h e  w i t h h o l d­

ing o f  state i n c o m e  tax u n d e r  AS A 3 .20.170, or p a y m e n t s  for m a t e r i a l s  or 

s u p p l i e s  not p h y s i c a l l y  l o c a t e d  or c o n s u m e d  in A l a s k a  m a y  be d e d u c t e d  as 

an e x p l o r a t i o n  cost.

(d) No c osts i n c u r r e d  m o r e  t h a n  th r e e  y e a r s  b e f o r e  th e  e f f e c t i v e  

d a t e  o f  this Act m a y  be d e d u c t e d  as an e x p l o r a t i o n  cost.

(e) No m o r e  t h a n  20 per cent o f  the e x p l o r a t i o n  costs i n c u r r e d  in 

a n y  c a l e n d a r  y e a r  may  be d e d u c t i b l e  for that c a l e n d a r  year, or f o r  any 

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

(f) E x p l o r a t i o n  c o s t s  m a y  be c a r r i e d  f o r w a r d  for p u r p o s e s  of c o m­

p u t i n g  d e d u c t i o n s  a m a x i m u m  o f  10 years, an d  ma y be a l l o c a t e d  a m o n g  

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

Sec. A 3.59.050. F I E L D  D E V E L O P M E N T  C O S T  D E D U C T I O N S . (a) For the

p u r p o s e  of c o m p u t i n g  d e v e l o p m e n t  cost d e d u c t i o n s ,  all field d e v e l o p m e n t  

c o s t s s h a l l  be c a p i t a l i z e d  an d  d e p r e c i a t e d  o v e r  the life of the field 

or the u s e f u l  life of the f a c i l i t y  to w h i c h  they are a t t r i b u t a b l e ,  

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

d e p a r t m e n t .  E a c h  y e a r  the d e p r e c i a t i o n  c h a r g e a b l e  to oil shall bo 

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

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

ti o n  a c c o u n t e d  for by oil d u r i n g  that year.

(b) F i e l d  d e v e l o p m e n t  c os t s  s h a l l  be l i m i te d  to the costs o f  g oo d s  

and s e r v i c e s  used in A l a s k a  and u s e f u l  in the p r o d u c t i o n  of th e  field 

o t h e r  t h a n  v a r i a b l e  p r o d u c t i o n  costs as d e f i n e d  in sec. 60 of this 

c h a p t e r ;  a d m i n i s t r a t i v e ,  e n g i n e e r i n g ,  or d e s i g n  costs i n c u r r e d  o u t s i d e  

A l a s k a  may not be a l l o w e d  in c a l c u l a t i n g  the d e d u c t i o n s  or the d e p r e c l a -
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t i o n  basis.

(c) No d e v e l o p m e n t  cost i n c u r r e d  b e f o r e  J a n u a r y  1, 1970 s h a l l  be 

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

ties in o p e r a t i o n  b e f o r e  the e f f e c t i v e  d a t e  o f  t his Act, the c a r r y i n g  

f o r w a r d  of d e p r e c i a t i o n  a c c r u i n g  b e f o r e  the e f f e c t i v e  d a t e  of this  Act 

s h a l l  not be p e r m i t t e d .

(d) I n t e r e s t  not to e x c e e d  n i n e  p e r  cent p e r  a n n u m  on f u n d s  u s e d  

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

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

Sec. '13.59.060. V A R I A B L E  P R O D U C T I O N  C O S T  D E D U C T I O N S .  (a) D e d u c­

tib l e  p r o d u c t i o n  c o s t s  ar e  l i m i t e d  to those c o s t s  a l l o c a b l e  to oil w h i c h  

w o u l d  not be i n c u r r e d  If p r o d u c t i o n  w e r e  to ce a s e , a n d  may  be c a r r i e d  

f o r w a r d  o n l y  u n d e r  the c o n d i t i o n s  s p e c i f i e d  in sec. 80 of thi s  chapter.

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

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

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

by oil.

Sec. '13.99.070. T R A N S P O R T A T I O N  C O S T  D E D U C T I O N S .  W h e n  the c o m m i s­

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

not a c c u r a t e l y  r e p r e s e n t  the true c o s ts  a n d  that t r a n s p o r t a t i o n  c h a r g e s  

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

he may, a f t e r  p r o m u l g a t i o n  of 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  by 

h i m  of  the f air t r a n s p o r t a t i o n  costs, an d  p u b l i c  h e a r i n g ,  m a k e  a d e t e r­

mi n a t i o n  o f  the d e d u c t i b l e  t r a n s p o r t a t i o n  c ost for the p u r p o s e s  of c o m­

p u t i n g  the t axes due u n d e r  this c ha pter. Ho p r o d u c e r  a f f e c t e d  by this 

d e t e r m i n a t i o n  s h a l l  bo a l l o w e d  t r a n s p o r t a t i o n  cost d e d u c t i o n s  in e x c e s s  

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

Sec. '13.5 9 .0 8 0 . LOSS C A R R Y  F O R W A R D .  D e v e l o p m e n t  a n d  p r o d u c t i o n  

c ost d e d u c t i o n s  m a y  be c a r r i e d  f o r w a r d  onl y  to the e x t e n t  chat they 
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e x c e e d  the t o t a l  v a l u e  of the o i l  at the p o i n t  o f  v a l u e  d e t e r m i n a t i o n  

for t h l c  tax, less t r a n s p o r t a t i o n  c o s t s f r o m  the fi e l d j  the y m a y  be 

c a r r i e d  b e y o n d  any s u c c e e d i n g  y e a r  o n l y  if no ta x  wa s d u e  in t h a t  year.

Sec. ^13. 59 - 090. R O Y A L T Y  OIL. T h e  tax i m p o s e d  by t hi s  c h a p t e r  is 

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

e a c h  l e a s e  or p r o p e r t y ,  less a n y  par t  the  o w n e r s h i p  or r ight to w h i c h  

is e x e m p t  f r o m  taxation. In m a k i n g  s e t t l e m e n t  w i t h  a r o y a l t y  o w n e r  

th e  p r o d u c e r  may d e d u c t  the a m o u n t  of th e  t a x  p a i d  on r o y a l t y  oil, or 

m a y  d e d u c t  r o y a l t y  oi l  e q u i v a l e n t  in v a l u e  to the a m o u n t  of tax pair' . 

at tiie time the tax b e c o m e s  due.

Sec. A 3 .5 9 .lOO. P A Y M E N T  O P  TAX. (a) T h e  oil p r o d u c t i o n  i n c o m e  

tax s h al l  be p a i d  ann u a l l y .  T h e  tax is due  on A p r i l  15 on oil o r  ga s  

r e m o v e d  or s old f r o m  e a c h  l e as e  or p r o p e r t y  d u r i n g  the p r e c e d i n g  c a l e n­

dar  year.

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

thi s c h a p t e r  s ha l l  file a n n u a l l y  by F e b r u a r y  1 o f  e a c h  y ear, w i t h  the 

d e p a r t m e n t ,  a s t a t e m e n t  s h o w i n g  the v a l u e  of o i l  as s p e c i f i e d  :l.n sec. 20 

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

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

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

Sec. A 3.59.110. V A L U E  M A Y  BE D E T E R M I N E D  BY D E P A R T M E N T .  T h e  d e­

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

fair m a r k e t  v a l u e  o f  the oil at the p o i n t  of first sale or at the 

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

(1) the s e l l e r  a.id p u r c h a s e r  are a f f i l i a t e d  p e r s o n s ;

(2) the s ale a n d  p u r c h a s e  of the p r o d u c t i o n  is not an a r m ' s  

l e n g t h  t r a n s a c t i o n  or is not r e p r e s e n t a t i v e  of  c o m p e t i t i v e  m a r k e t  value; 

or

(3) t h e r e  is no c o m p e t i t i v e  m a r k e t  at the r e f i n e r y  for  oil of
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Sec. 4 3 . 5 9 . 1 2 0 .  A D M I N I S T R A T I O N  O F  TAX. AS 4 3 . 5 5 . 0 4 0 ,  4 3 . 5 5 . 0 5 0 ,

4 3 . 5 5 . 0 7 0 ,  4 3 . 5 5 . 0 9 0 ,  a n d  4 3 .5 5 . n o  a p p l y  v/ith r e s p e c t  to this c h a pter.

Sec. 4 3 . 5 9 . 1 3 0 .  N O N P A Y M E N T  O F  TAX. Th e  p r o v i s i o n s  for c i vi l  

p e n a l t y ,  i n t e r e s t  an d  r e m e d y  e s t a b l i s h e d  in AS 4 3 .5 R.lSO, 4 3 . 5 8 . 1 3 0 ,  

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

Sec. 4 3 . 5 9 . 1 4 0 .  R E G U L A T I O N S .  The d e p a r t m e n t  ma y  a d o p t  r e g u l a t i o n s  

in a c c o r d a n c e  w i t h  the A d m i n i s t r a t i v e  P r o c e d u r e  Act (AS 44.62) as a p p r o­

pr i a t e  to a d m i n i s t e r  and e n f o r c e  thi s c h a pter.

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

d e p o s i t  t h e  m o n e y  c o l l e c t e d  u n d e r  thi s  c h a p t e r  in th e  g e n e r a l  fund.

(h) S i x t y  p e r cent o f  the m o n e y  d e p o s i t e d  in the g e n e r a l  fund 

u n d e r  t h i s  c h a p t e r  s h a l l  be p l a c e d  in a s o e c i a l  "pei’ma n e n t  fund a c c o u n t "  

in the g e n e r a l  fund.

Sec. 43 . 5 9 . l 6 0 .  P R I V A T E  L A N D  I N C E N T I V E  E X E M P T I O N .  The  p r o v i s i o n s  

of  tills c h a p t e r  are not a p p l i c a b l e  t o  oi l  p r o d u c e d  f r o m  n o n g o v e r n m e n -  

t u l l y o w n e d  m i n e r a l  fee i n t e r e s t s .

Sec. 4 3 . 5 9 . 1 7 0 .  P A Y M E N T  T O  A L A S K A  N A T I V E  FUND. W h e n  the tax 

l e v i e d  u n d e r  t h i s  c h a p t e r  is p a y a b l e ,  an a m o u n t  e q u i v a l e n t  to not less 

t h a n  tw o p e r  c e n t  o f  the tax s h al l  be p a i d  by the s t a t e  f r o m  o i l  and gas 

r o y a l t i e s ,  b o n u s e s  a n d  r e n t a l s  into the A l a s k a  N a t i v e  fund e s t a b l i s h e d  

by sec. 6 o f  th e  A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  Act (P.L. 9 2 - 2 0 3 ;  85 
Stat. 688; 43 U.S.C. 1601 et seq.) u n t i l  all p a y m e n t s  m a d e  into t h e  fund 

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

Sec. 4 3 . 5 9 . l8 0 .  D E F I N I T I O N S .  In t his c h a p t e r  " d e p a r t m e n t "  m e a n s  

the D e p a r t m e n t  o f  R e v e n u e ,  an d  oil and gas are as d e f i n e d  in AS 4 3 .5 5 .- 

140.

Sec. 2. T h i s  Act t a k e s  e f f e c t  J a n u a r y  1, 1977.
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Introduced: 3/17/76
Referred: Resources and Finance

BY COWPEfi,B R A D L E Y ,B R O W N ,D U N C A N , 
G A R D I N E R ,G R U E N I N G ,K E L L E Y ,M C K I N N O N , 
M A L O N E ,M I L L E R ,N A U G H T O N ,P A R K E R ,

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

S P O N S O R  S U B S T I T U T E  FOR H O U S E  B I L L  NO. 803

IN T H E  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  

N I N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N  

A B I L L

F o r  a n  Act e n t i t l e d :  "An Ac t  p r o v i d i n g  for a n  oil p r o d u c t i o n  i n c o m e  fax; and

p r o v i d i n g  fo r  an e f f e c t i v e  date.'1

BE IT E N A C T E D  BY 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  ALASKA:

- S e c t i o n  1. AS 43 is a m e n d e d  by a d d i n g  a n e w  c h a p t e r  t o  read:

C H A P T E R  59- O I L  P R O D U C T I O N  I N C O M E  TAX.

Sec. 4 3 . 5 9 . 0 1 0 .  TA X  IMPOSED. 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  up o n  an oil p r o d u c e r  d e r i v i n g  i n c o m e  fro m  o i l  p r o d u c t i o n  in the 

s t a t e a tax c o n s i s t i n g  o f  a n o r m a l  tax e q u a l  to 10 p e r  cent of the 

a m o u n t  c o m p u t e d  u n d e r  sec. 20 of this  c h a p t e r  and a s u r t a x  e q ua l  to 0

per cent o f  t h e  a m o u n t  c o m p u t e d  u n d e r  sec. 30 of t h i s  chapter.

Sec. 4 3. 5 9 . 0 2 0 .  C O M P U T A T I O N  O F  N O R M A L  TA X  BASE. N o r m a l  t a x  u n d e r  

this c h a p t e r  is i m p o s e d  on that p o r t i o n  of the v a l u e  o f  the o.i .1 at the 

p o i n t  of f irst sale o r  its v a l u e  at the r e f i n e r y ,  w h i c h e v e r  is less-, 

w h i c h  e x c e e d s  th e  su m  of the f o l l o w i n g  a l l o w a b l e  cost;., but Is Less M i n n  

125 p e r  c ent o f  the sum:

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

p a y m e n t s ,  as c o m p u t e d  u n d e r  3ec. 40 o f  thi s  c h a p t e r ;

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

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

t h i s  c h a pter;

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

w as p r o d u c e d  to the r e f i n e r y  or the p o i n t  o f  first sale, w h i c h e v e r  is 

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

(4) s e v e r a n c e  ta x e s  i m p o s e d  u n d e r  chs. 55 an d  57 of this
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(5) g e n e r a l  a d m i n i s t r a t i v e  c osts of an am o u n t  e q ua l  to 25 
ce n t s  p e r  barrel.

Sec. 4 3 . 5 9 . 0 3 C .  C O M P U T A T I O N  O F  S U R T A X  BASE. S u r t a x  u n d e r  this 

c h a p t e r  is i m p o s e d  on the amo un t  by w h i c h  the v a l u e  of the oil at the 

p o i n t  o f  first sale, o r  the r e f i n e r y  to w h i c h  it is d e l i v e r e d ,  w h i c h e v e r  

is less, e x c e e d s  125 pe r  cent of the a l l o w a b l e  c o s ts  set out in sec. 

2 0 (1 ) - (5 ) of this chapter.

Sec. 43 . 5 9 . 0 4 0 .  E X P L O R A T I O N  C O S T  D E D U C T I O N S .  (a) E x p l o r a t i o n  

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

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

cal i n v e s t i g a t i o n s  i n c u r r e d  for the p u r p o s e  of f i n d i n g  oi] and gas, if

the i n v e s t i g a t i o n s  are c a r r i e d  out on g o v e r n m e n t  land in the state;

(2 ) that p art of the p a y m e n t s  for the right to e x t r a c t  oil 

an d  gas f r o m  g o v e r n m e n t  land i n  A l a s k a  that is a t t r i b u t a b l e  to oil;

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

on g o v e r n m e n t  l an d  in Alaska.

(b) Th e  p e r c e n t a g e  of t otal c o s t s  and p a y m e n t s  that is a t t r i­

bu t a b l e  to oil s h a l l  be e q u a l  to the p e r c e n t a g e  a c c o u n t e d  for by oil Ln 

the t o t a l  v a l u e  at the w e l l h e a d  of oil and gas p r o d u c e d  In the s tate 

d u r i n g  the c a l e n d a r  y e a r  p r e c e d i n g  that in w h i c h  the cost is i n c u r r e d  or 

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

C o = Co + g  * W V o / W V o + g ’ where

C 0 - an o il  p r o d u c e r ' s  d e d u c t i b l e  c os t s  and p a y m e n t s  a t t r i b u t a b l e

to o i l  d u r i n g  a g i v e n  c a l e n d a r  year;

0o + g  = the t o t a l  c o s t s  I n c u r r e d  an d  p a y m e n t s  ma d e  by the t a x p a y e r

in  t hat y e a r  in e x p l o r i n g  for o i l  and gas on g o v e r n m e n t  land;

W V Q = the w e l l h e a d  v a l u e  o f  all oil p r o d u c e d  in the s t a t e  d u r i n g  

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



W V Q +Lr = w e l l h e a d  v a l u e  o f  al l oil a n d  gas p r o d u c e d  in th e  s t a t e 

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

(c ) No c o s t s  p a i d  fo r  s e r v i c e s  or any p o r t i o n  o f  s e r v i c e s  used or 

p r o v i d e d  o u t s i d e  Alaska, s a l a r i e s  or w a g e s  no t  s u b j e c t  to t h e  w i t h h o l d­

ing o f  st a t e  i n c o m e  tax u n d e r  AS ^ 3 . 2 0 . 1 7 0 ,  or p a y m e n t s  for m a t e r i a l s  or 

s u p p l i e s  not p h y s i c a l l y  l o c a t e d  or c o n s u m e d  in A l a s k a  m a y  be d e d u c t e d  as 

an e x p l o r a t i o n  cost.

(d) No c osts i n c u r r e d  m o r e  than t hree y e a r s  b e f o r e  the e f f e c t i v e  

d a t e  o f  this Act m ay  be d e d u c t e d  as an e x p l o r a t i o n  cost.

(e) Mo m o r e  t h a n  2 0 pe r  cen t  of t h e  e x p l o r a t i o n  c osts i n c u r r e d  in 

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

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

(f) E x p l o r a t i o n  c os t s  m a y  be c a r r i e d  f o r w a r d  for p u r p o s e s  o f  c o m­

p u t i n g  d e d u c t i o n s  a m a x i m u m  of 10 yea rs ,  a n d  m a y  be a l l o c a t e d  a m o n g  

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

S e c . '13.59.050. F I E L D  D E V E L O P M E N T  C O S T  D E D U C T I O N S .  (a) F o r  the 

p u r p o s e  of c o m p u t i n g  d e v e l o p m e n t  cost d e d u c t i o n s ,  all field d e v e l o p m e n t  

c osts s h a l l  be c a p i t a l i z e d  a n d  d e p r e c i a t e d  o v e r  the 11 f'- of the field 

or the u s e f u l  l ife of the f a c i l i t y  to w h i c h  they ar e  a t t r i b u t a b l e ,  

w h i c h e v e r  is less, In a c c o r d a n c e  w i t h  r e g u l a t i o n s  p r o m u l g a t e d  by th" 

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

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

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

tion a c c o u n t e d  for by oil d u r i n g  that year.

(b) F i e l d  d e v e l o p m e n t  c osts shall be l i m i t e d  to th e  c o s t s  o f  g oods 

and s e r v i c e s  use d  In A l a s k a  and u s e f u l  in the p r o d u c t i o n  of the field 

o t h e r  than v a r i a b l e  p r o d u c t i o n  coses as d e f i n e d  in sec. 60 of this 

c h a pter; a d m i n i s t r a t i v e ,  e n g i n e e r i n g ,  or d e s i g n  c o s t s i n c u r r e d  o u t s i d e  

A l a s k a  ma y  act be a l l o w e d  in c a l c u l a t i n g  the d e d u c t i o n s  or the d e p r e c i a -
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V.

t l o n  basis.

(c) No d e v e l o p m e n t  cost i n c u r r e d  b e f o r e  J a n u a r y  1, 1970 s h a l l  be 

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

ties in o p e r a t i o n  b e f o r e  the e f f e c t i v e  d a t e  of this Art, the c a r r y i n g  

f o r w a r d  of d e p r e c i a t i o n  a c c r u i n g  b e f o r e  the e f f e c t i v e  dat e of this Act 

s h a l l  not be perm i t t e d .

(d) I n t e r e s t  not to e xc e e d  nine pe r  cen t  p e r  a n n u m  on f u n d s  u s e d  

d u r i n g  and  in the c o n s t r u c t i o n  of f a c i l i t i e s  used an d  u s e f u l  in the 

p r o d u c t i o n  of a f ield ma y  be c a p i t a l i s e d .

Sec. 4 3 . 5 9 . 0 6 0 .  V A R I A B L E  P R O D U C T I O N  C O S T  D E D U C T I O N S .  (a) D e d u c­

tible p r o d u c t i o n  c o s t s  ar e  l i m i t e d  to those c o s t s  a l l o c a b l e  to oil w h i c h  

w o u l d  not be i n c u r r e d  if p r o d u c t i o n  were to cease, and m a y  be c a r r i e d  

forw a r d  onl y  u n d e r  the c o n d i t i o n s  s p e c i f i e d  in sec. 80 o f  this c h a pter.

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

y e a r  by m u l t i p l y i n g  a g g r e g a t e  p r o d u c t i o n  c o st s  in the f ie l d  for oil a n d 

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

by oil.

Sec. 4 3 .5 9 . 0 7 0 .  T R A N S P O R T A T I O N  C O S T  D E D U C T I O N S .  W h e n  the c o m m i s­

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

not a c c u r a t e l y  r e p r e s e n t  the true c osts and that t r a n s p o r t a t i o n  c h a r g e s  

ar e  b e i n g  p a i d  to an e n t i t y  a f f i l i a t e d  w i t h  an oil p r o d u c e r  t a x p a y e r ,  

he may, a f t e r  p r o m u l g a t i o n  of 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  by 

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

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

pu t i n g  the t a x e s  due u n d e r  this c h a pter. No p r o d u c e r  a f f e c t e d  by this 

d e t e r m i n a t i o n  s h a l l  be a l l o w e d  t r a n s p o r t a t i o n  cost d e d u c t i o n s  In e x c e s s  

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

Sec. 4 3 .5 9 .D8 O. L OSS C A R R Y  F O R W A R D .  D e v e l o p m e n t  an d  p r o d u c t i o n  

cost d e d u c t i o n s  m a y  be c a r r i e d  f o r w a r d  onl y  to the e x t e n t  that they 
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e x c e e d  the  t o t a l  v a l u e  oi' t he  oil at the p o i n t  o f  v a l u e  d e t e r m i n a t i o n  

for t h i s  tax, less t r a n s p o r t a t i o n  c os t s  f r o m  the fie l d ;  t h e y  m a y  be 

c a r r i e d  b e y o n d  an y  succeeding' y e a r  o n l y  if no ta x  wa s  d u e  in tha t  year.

Sec. jI3 . 5 9 - D 90 .  R O Y A L T Y  OIL. T h e  tax i m p o s e d  by thi s c h a p t e r  is 

u p o n  the v a l u e  of  the t o t a l  p r o d u c t i o n  of a l l  oi l  r e m o v e d  or sold fr o m  

e a c h  l e a s e  or p r o p e r t y ,  less a n y  part the o w n e r s h i p  or r i g h t  to w h i c h  

is e x e m p t  f r o m  t a x a t i o n .  In m a k i n g  s e t t l e m e n t  w i t h  a r o y a l t y  o w n e r  

t he p r o d u c e r  m a y  d e d u c t  t h e  a m o u n t  of the tax  p a i d  on r o y a l t y  oil, or 

m a y  d e d u c t  r o y a l t y  o i l  e q u i v a l e n t  in v alue to the a m o u n t  o f  tax p a i d ,  

at t h e  t i m e  the tax b e c o m e s  due.

Sec. tl3.59.100. P A Y M E N T  O P  TAX. (a) Th e  oil p r o d u c t i o n  i n c o m e  

tax s h a l l  b e  p a i d  a n n u a l l y .  Th e tax is due ori A p r i l  15 011 oil o r  gas 

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

dar  year.

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

thi s c h a p t e r  s h a l l  file a n n u a l l y  by F e b r u a r y  1 o f  e a c h  year, w i t h  the 

d e p a r t m e n t ,  a s t a t e m e n t  s h o w i n g  the v a l u e  of o i l  as s p e c i f i e d  in sec. 20 

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

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

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

Sec. 113.59.110. V A L U E  M A Y  BE D E T E R M I N E D  BY D E P A R T M E N T .  T h e  d e­

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

f air m a r k e t  v a l u e  o f  the o i l  at the p o i n t  of first sa l e  o r  a t  the 

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

(1) the s e l l e r  and  p u r c h a s e r  are a f f i l i a t e d  p er s o n s ;

(2) th e  s a l e  a n d  p u r c h a s e  o f  the p r o d u c t i o n  is not an a r m 's  

l e n g t h  t r a n s a c t i o n  or is not r e p r e s e n t a t i v e  of c o m p e t i t i v e  m a r k e t  value; 

or

(3) t h e r e  is no compe -itlve m a r k e t  at the r e f i n e r y  f o r oil of
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s i m i l a r  kin d an d quality.

Sec. 3.59.120. A D M I N I S T R A T I O N  O F  TAX. AS *13.55.0*10, '-<3.55.050, 

^ 3 -5 5 .0 7 0 , *<3 .5 5 .0 9 0 , an d  *13.5 5 . 1 1 0  a p p l y  w i t h  r e s p e c t  to this  c h a p t e r .

Sec. *<3.59.130. N O N P A Y M E N T  O F  TAX. T h e  p r o v i s i o n s  f or  civil 

p e n a l t y ,  i n t e r e s t  a n d  r e m e d y  e s t a b l i s h e d  in A S  *<3.5 8 .120, *<3.58.130, 

and *13.58.150 a p p l y  to this c h a p t e r .

Sec. *<3.59.1*<0. R E G U L A T I O N S . Th e  d e p a r t m e n t  ma y  a d o p t  r e g u l a t i o n s  

in a c c o r d a n c e  w i t h  the A d m i n i s t r a t i v e  P r o c e d u r e  Act (AS *<*». 62) as a p p r o­

pr i a t e  to a d m i n i s t e r  an d  e n f o r c e  t h i s  c h a pter.

Sec. *13.59.150. D E P O S I T  OF R EV E N U E .  (a) T h e  d e p a r t m e n t  s hall 

d e p o s i t  the m o n e y  c o l l e c t e d  u n d e r  t his c h a p t e r  in the g e n e r a l  fund.

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

u n d e r  this c h a p t e r  s h a l l  be p l a c e d  in a s p e c i a l  " p e r m a n e n t  f und a c c o u n t "  

in the g e n e r a l  fund.

Sec. 8 3 . 5 9 . 1 6 0.  P R I V A T E  L A N D  I N C E N T I V E  E X E M P T I O N .  T h e  p r o v i s i o n s  

o f  t his c h a p t e r  are not a p p l i c a b l e  to oil p r o d u c e d  f r o m  n o n g o v e v n m e n -  

t a l l y  o w n e d  m i n e r a l  fee i n t e r e s t s .

Sec. *13.59.170. P A Y M E N T  T O  A L A S K A  N A T I V E  F UND. Whe n  the tax 

lev ie d  u n d e r  this c h a p t e r  is p a y a b l e ,  an a m o u n t  e q u i v a l e n t  to net less 

than two pe r  cent o f  t h e  tax s hall be p a i d  by the s t a t e  f r o m  oi l  and gas 

r o y a l t i e s ,  b o n u s e s  an d  r e n t a l s  int o  the A l a s k a  N a t i v e  fund e s t a b l i s h e d  

by sec. 6 o f  th e  A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  Act (P.L. 92-2 0 3 ;  85 
S t a t . 6 8 8 ; *13 U.S.C. 1601  et seq.) u n t i l  all p a y m e n t s  m a d e  int o  the fund 

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

Sec, 8 3 . 59 . l 8 0 .  D E F I N I T I O N S .  In this c h a p t e r  " d e p a r t m e n t "  m e a n s  

the D e p a r t m e n t  o f  R e v e n u e ,  a n d  oil an d  gas a r e  as d e f i n e d  in AS 8 3 .5 5 .- 

1*<0.

Sec. 2. T hi s  Act t a k e s  e f f e c t  J a n u a r y  1, 1977.
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Introduced: 3/17/76
Referred: Resources and Finance

BY C O W P E R ,B R A D L E Y ,B R O W N ,D U N C A N , 
G A R D I N E R , G R U E N I N G ,K E L L E Y ,M C K I N N O N , 
M A L O N E , M I L L E R ,N A U G H T O N . P A R K E R ,

IN THE HOUSE PARR AND SWANSON

SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 803

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINTH LEGISLATURE - SECOND SESSION

A BILL

F o r  an Act e n t i t l e d :  "An Act p r o v i d i n g  for a n  oil p r o d u c t i o n  i nc o m e  tax.; and

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

BE IT E N A C T E D  BY THE L EGISLATURE OF THE STATE OF ALASKA:

* S e c t i o n  1. A S  *13 is a m e n d e d  by a d d i n g  a n e w  c h a p t e r  to read:

CHAPTER 59- OIL PRODUCTION INCOME TAX.

Sec. *13.59-010. T A X  IMPOSED. 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  an oi l  p r o d u c e r  d e r i v i n g  i n c o m e  f r o m  oil p r o d u c t i o n  in the 

s t a t e  a tax c o n s i s t i n g  o f  a n o r m a l  tax e q u a l  to 10 per c ent of the 

a m o u n t  c o m p u t e d  u n d e r  sec. 20 of this c h a p t e r  and a sur t a x e q u a l  to *10

pe r  cen t  of the  a m o u n t  c o m p u t e d  u n d e r  sec. 30 of t h i s  c h apter.

Sec. *13.59.020. C O M P U T A T I O N  O F  N O R M A L  T A X  BASE. N o r m a l  tax u n de r  

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

po i n t  of first s a l e  or its v a l u e  at the ref i n e r y,  w h i c h e v e r  is less, 

w h i c h  e x c e e d s  t h e  su m  o f  the f o l l o w i n g  a l l o w a b l e  costs, but is less t h a n  

125 p e r  c ent o f  t h e sum:

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

p a y m e n t s ,  as c o m p u t e d  u n d e r  sec. *10 of thi s  c h a p t e r ;

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

c o s t s  t h a t  a r e  a t t r i b u t a b l e  to oil, as c o m p u t e d  u n d e r  secs, 5*1 and CIO of 

tills c h a p t e r ;

(3) c ost of t r a n s p o r t  o f  the oil f r o m  the field in w h i c h  it 

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

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

(*l) s e v e r a n c e  t a x e s  i m p o s e d  u n d e r  chs. 55 a n d  57 of this

- 1 - SSHB 803
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t i t l e ;

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

c e n t s p e r  barrel.

Sec. 43.59 . 0 3 0.  C O M P U T A T I O N  OF S U R T A X  BASE. S u r t a x  u n d e r  this 

c h a p t e r  is i m p o s e d  on the a m o u n t  by w h i c h  the v a l u e  o f  the oil at the 

p o i n t  of first sale, or the r e f i n e r y  to w h i c h  it is d e l i v e r e d ,  w h i c h e v e r  

is less, e x c e e d s  125 per cent of the a l l o w a b l e  c o s ts  set out in sec. 

20(1) - (5 ) of this chapter.

Sec. 43.59 . 04 0 .  E X P L O R A T I O N  C O S T  D E D U C T I O N S .  (a) E x p l o r a t i o n  

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

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

cal i n v e s t i g a t i o n s  i n c u r r e d  for the p u r p o s e  of f i n d i n g  oil and gas, if

the i n v e s t i g a t i o n s  are c a r r i e d  ou t  on g o v e r n m e n t  land in the state;

(2) t hat par t  of  the p a y m e n t s  for the r i g h t  to e x t r a c t  oil 

a n d  gas fr o m  g o v e r n m e n t  land in A l a s k a  that is a t t r i b u t a b l e  to oil;

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

o n  g o v e r n m e n t  l a n d  in Alaska.

(b) Th e  p e r c e n t a g e  of total c o s t s and p a y m e n t s  that is a t t r i­

b u t a b l e  to o i l  s h a l l  be e q u a l  to the p e r c e n t a g e  a c c o u n t e d  for by oil in 

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

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

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

C o = C;o + g  * W o / W V o + g ’ wh e r e

C 0 = an oil p r o d u c e r ' s  d e d u c t i b l e  c osts and p a y m e n t s  a t t r i b u t a b l e  

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

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

ln that y e a r  in e x p l o r i n g  for oil  a n d  gas on g o v e r n m e n t  land;

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

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

S S H B  803 -2-
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WV0 + G  =  t h e  w e l l h e a d  v a l u e  o f  a l l  o i l  a n d  g a s  p r o d u c e d  i n  t h e  s t a t e  

d u r i n g  t h e  p r e c e d i n g  y e a r .

( c )  N o  c o s t s  p a i d  f o r  s e r v i c e s  o r  a n y  p o r t i o n  o f  s e r v i c e s  u s e d  o r  

p r o v i d e d  o u t s i d e  A l a s k a ,  s a l a r i e s  o r  w a g e 3  n o t  s u b j e c t  t o  t h e  w i t h h o l d ­

i n g  o f  s t a t e  i n c o m e  t a x  u n d e r  A S  4 3 . 2 0 , 1 7 0 ,  o r  p a y m e n t s  f o r  m a t e r i a l s  o r  

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

a n  e x p l o r a t i o n  c o s t .

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

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

( e )  N o  m o r e  t h a n  2 0  p e r  c e n t  o f  t h e  e x p l o r a t i o n  c o s t s  i n c u r r e d  i n  

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

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

( f )  E x p l o r a t i o n  c o s t s  m a y  b e  c a r r i e d  f o r w a r d  f o r  p u r p o s e s  o f  c o m ­

p u t i n g  d e d u c t i o n s  a  m a x i m u m  o f  1 0  y e a r s ,  a n d  m a y  b e  a l l o c a t e d  a m o n g  

f i e l d s  a t  t h e  e l e c t i o n  o f  „ h e  p r o d u c e r .

S e c .  4 3 . 5 9 . 0 - 3 0 .  F I E L D  D E V E L O P M E N T  C O S T  D E D U C T I O N S .  ( a )  F o r  t h e  

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

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

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

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

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

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

f i e l d  f o r  t h a t  y e a r  b y  t h e  f r a c t i o n  o f  t h e  v a l u e  o f  t h e  f i e l d ' s  p r o d u c ­

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

( b )  F i e l d  d e v e l o p m e n t  c o s t s  s h a l l  b e  . l i m i t e d  t o  t h e  c o s t s  o f  g o o d s  

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

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

c h a p t  - r ;  a d m i n i s t r a t i v e ,  e n g i n e e r i n g ,  o r  d e s i g n  c o s t s  i n c u r r e d  o u t s i d e  

A l a s k a  m a y  n o t  b e  a l l o w e d  i n  c a l c u l a t i n g  t h e  d e d u c t i o n s  o r  t h e  d e p r e c l a -
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( c )  N o  d e v e l o p m e n t  c o s t  i n c u r r e d  b e f o r e  J a n u a r y  1 ,  1 9 7 0  s h a l l  b e  

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

t i e s  i n  o p e r a t i o n  b e f o r e  t h e  e f f e c t i v e  d a t e  o f  t h i s  A c t ,  t h e  c a r r y i n g  

f o r w a r d  . > f  d e p r e c i a t i o n  a c c r u i n g  b e f o r e  t h e  e f f e c t i v e  d a t e  o f  t h i s  A c t  

s h a l l  n o t  b e  p e r m i t t e d .

( d )  I n t e r e s t  n o t  t o  e x c e e d  n i n e  p e r  c e n t  p e r  a n n u m  o n  f u n d s  u s e d  

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

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

S e c .  4 3 . 5 9 . 0 6 0 .  V A R I A B L E  P R O D U C T IO N  C O S T  D E D U C T I O N S .  ( a )  D e d u c ­

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

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

f o r w a r d  o n l y  u n d e r  t h e  c o n d i t i o n s  s p e c i f i e d  i n  s e c .  8 0  o f  t h i s  c h a p t e r .

( b )  P r o d u c t i o n  c o s t s  a l l o c a b l e  t o  o i l  s h a l l  b e  d e t e r m i n e d  e a c h  

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

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

b y  u i . L .

S e c .  4 3 . 5 9 . 0 7 0 .  T R A N S P O R T A T I O N  C O S T  D E D U C T I O N S .  W h e n  t h e  c o m m i s ­

s i o n e r  o f  r e v e n u e  d e t e r m i n e s  t h a t  t r a n s p o r t a t i o n  t a r ! . f f s  o r  c h a r g e s  m a y  

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

a r e  b e i n g  p a i d  t o  a n  e n t i t y  a f f i l i a t e d  w i t h  a n  o i l  p r o d u c e r  t a x p a y e r ,  

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

h i m  o f  t h e  f a i r  t r a n s p o r t a t i o n  c o s t s ,  a n d  p u b l i c  h e a r i n g ,  m a k e  a  d e t e r ­

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

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

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

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

S e c .  4 3 . 5 9 . O 8 O .  L O S S  C A R R Y  FO R W A R D .  D e v e l o p m e n t  a n d  p r o d u c t i o n  

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

tion basis.



I

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

f o r  t h i s  t a x ,  l e s s  t r a n s p o r t a t i o n  c o s t s  f r o m  t h e  f i e l d ]  t h e y  m a y  b e  

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

S e c .  ii 3 - 5 9  * 0 9 0 .  R O Y A L T Y  O I L .  T h e  t a x  i m p o s e d  b y  t h i s  c h a p t e r  i s  

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

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

i s  e x e m p t  f r o m  t a x a t i o n .  I n  m a k i n g  s e t t l e m e n t  w i t h  a  r o y a l t y  o w n e r  

t h e  p r o d u c e r  m a y  d e d u c t  t h e  a m o u n t  o f  t h e  t a x  p a i d  o n  r o y a l t y  o i l ,  o r  

m a y  d e d u c t  r o y a l t y  o i l  e q u i v a l e n t  I n  v a l u e  t o  t h e  a m o u n t  o f  t a x  p a i d ,  

a t  t h e  t i m e  t h e  t a x  b e c o m e s  d u e .

S e c .  4 3 * 5 9 * 1 0 0 .  P A Y M E N T  OP  T A X .  ( a )  T h e  o i l  p r o d u c t i o n  i n c o m e  

t a x  s h a l l  b e  p a i d  a n n u a l l y .  T h e  t a x  i s  d u e  o n  A p r i l  1 5  o n  o i l  o r  g a s  

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

d a r  y e a r .

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

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

d e p a r t m e n t ,  a  s t a t e m e n t  s h o w i n g  t h e  v a l u e  o f  o i l  a s  s p e c i f i e d  i n  s e c .  2 0  

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

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

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

S e c .  ^ 3 . 5 9 . 1 1 0 .  V A L U E  MAY B E  D E T E R M I N E D  B Y  D E P A R T M E N T .  T h e  d e ­

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

f a i r  m a r k e t  v a l u e  o f  t h e  o i l  a t  t h e  p o i n t  o f  f i r s t  s a l e  o r  a t  t h e  

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

( 1 )  t h e  s e l l e r  a n d  p u r c h a s e r  a r e  a f f i l i a t e d  p e r s o n s ;

( 2 )  t h e  s a l e  a n d  p u r c h a s e  o f  t h e  p r o d u c t i o n  i s  n o t  a n  a r m ' s  

l e n g t h  t r a n s a c t i o n  o r  i s  n o t  r e p r e s e n t a t i v e  o f  c o m p e t i t i v e  m a r k e t  v a l u e ;  

o r

( 3 )  t h e r e  i s  n o  c o m p e t i t i v e  m a r k e t  a t  t h e  r e f i n e r y  f o r  o . i l  o f
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s i m i l a r  k i n d  a n d  q u a l i t y .

S e c .  4 3 . 5 9 . 1 2 0 .  A D M I N I S T R A T I O N  O F  T A X .  A S  4 3 . 5 5 . O H O ,  4 3 . 5 5 . 0 5 0 ,

4 3 . 5 5 . 0 7 0 ,  4 3 . 5 5 . 0 9 0 ,  a n d  4 3 . 5 5 . H O  a p p l y  w i t h  r e s p ^  - t  t o  t h i s  c h a p t e r .

S e c .  4 3 . 5 9 . 1 3 0 .  N O N PAY M EN T  OF  T A X .  T h e  p r o v i s i o n s  f o r  c i v i l  

p e n a l t y ,  i n t e r e s t  a n d  r e m e d y  e s t a b l i s h e d  i n  A S  4 3 . 5 P . 1 2 0 ,  4 3 . 5 8 . 1 3 0 ,  

a n d  4 j . 5 P . 1 5 0  a p p l y  t o  t h i s  c h a p t e r .

S e c .  4 3 . 5 9 . l 4 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  t h e  A d m i n i s t r a t i v e  P r o c e d u r e  A c t  ( A S  4 4 . 6 2 )  a s  a p p r o ­

p r i a t e  t o  a d m i n i s t e r  a n d  e n f o r c e  t h i s  c h a p t e r .

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

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

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

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

i n  t h e  g e n e r a l  f u n d .

S e c .  4 3 . 5 9 . l 6 O.  P R I V A T E  LA N D  I N C E N T I V E  E X E M P T I O N .  T h e  p r o v i s i o n s  

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

t a l !  y  o w n e d  m i n e r a l  f e e  i n t e r e s t s .

S e c .  4 3 . 5 9 . 1 7 0 .  P A Y M E N T  TO A L A S K A  N A T I V E  F U N D .  W h e n  t h e  t a x  

l e v i e d  u n d e r  t h i s  c h a p t e r  I s  p a y a b l e ,  a n  a m o u n t ,  e q u i v a l e n t  t o  n o t  l e s s  

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

r o y a l t i e s ,  b o n u s e s  a n d  r e n t a l s  i n t o  t h e  A l a s k a  N a t i v e  f u n d  e s t a b l i s h e d  

L y  s e c .  6 o f  t h e  A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  A c t  ( P . L .  9 2 - 2 0 3 ;  8 5  

S t a t ,  6 8 8 ;  4 3  U . S . c .  l u O J .  e t  s e q . )  u n t i l  a l l  p a y m e n t s  m a d e  i n t o  t h e  f u n d  

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

S e c .  4 3 . 5 9 . l 8 o .  D E F I N I T I O N S .  I n  t h i s  c h a p t e r  " d e p a r t m e n t "  m e a n s  

t h e  D e p a r t m e n t  o f  R e v e n u e ,  a n d  o i l  a n d  g a s  a r e  a s  d e f i n e d  i n  A S  4 3 . 5 5 . -  

1 4 0 ,

Sec. 2. This Act takes effect January 1, 1977.
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Introduced: 3/17/76
Referred: Resources and Finance

BY COWPER, BRADLEY, BROWN, DUNCAN, 
GARDINER, GRUENING, KELLEY, MCKINNON, 
MALONE, MILLER, NAUGHTON, PjiRKEH,

I N  T H E  H O U SE  P A R R  AND SWANSON

S P O N S O R  S U B S T I T U T E  FO R  H O U SE  B I L L  N O .  8 0 3

I N  T H E  L E G I S L A T U R E  "*F T H E  S T A T E  OF  A L A S K A  

N I N T H  L E G I S L A T U R E  -  S EC O ND  S E S S I O N  

A B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  p r o v i d i n g  f o r  a n  o i l  p r o d u c t i o n  i n c o m e  t a x ;  a n d

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

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

s  S e c t i o n  1 .  A S  <13 i s  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  t o  r e a d :

C H A P T E R  5 9 -  O I L  P R O D U C T IO N  I N C O M E  T A X .

S e c .  A 3 . 5 9 - 0 1 0 .  T A X  I M P O S E D .  T h e r e  i s  i m p o s e d  f o r  e a c h  t a x a b l e  

y e a r  u p o n  a n  o i l  p r o d u c e r  d e r i v i n g  I n c o m e  f r o m  o i l  p r o d u c t i o n  i n  t h e  

s t a t e  a  t a x  c o n s i s t i n g  o f  a  n o r m a l  t a x  e q u a l  t o  1 0  p e r  c e n t  o f  t h e  

a m o u n t  c o m p u t e d  u n d e r  s e c .  2 0  o f  t h i s  c h a p t e r  a n d  a  s u r t a x  e q u a l  t o  Ao  

p e r  c e n t  o f  t h e  a m o u n t  c o m p u t e d  u n d e r  s e c .  3 0  o f  t h i s  c h a p t e r .

S e c .  A 3 . 5 9 . 0 2 0 .  C O M P U T A T IO N  O F  NORMAL T A X  B A S E .  N o r m a l  t a x  u n d e r  

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

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

w h i c h  e x c e e d s  t h e  s u m  o f  t h e  f o l l o w i n g  a l l o w a b l e  c o s t s ,  b u t  i s  l e s s  t h a n  

1 2 5  p e r  c e n t  o f  t h e  s u m :

( 1 )  e x p . L o 7 “a t i o n  c o s t s  a t t r i b u t a b l e  t o  o i l ,  i n c l u d i n g ,  b o n u s  

p a y m e n t s ,  a s  c o m p u t e d  u n d e r  s e c .  A 0  o f  t h i s  c h a p t e r ;

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

c o s t s  t h a t  a r e  a t t r i b u t a b l e  t o  o i l ,  a s  c o m p u t e d  u n d e r  s e c s .  5 0  a n d  ' 0  o f  

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

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

w a s  p i ' o d u c e d  t o  t h e  r e f i n e r y  o r  t h e  p o i n t  o f  f i r s t  . . . a l e ,  w h i c h e v e r  i s  

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

s e v e r a n c e  t a x e s  i m p o s e d  u n d e r  c h s .  5 5  a n d  5 7  o f  t h i s  
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t i t l e ;

( 5 )  g e n e r a l  a d m i n i s t r a t i v e  c o s t s  o f  a n  a m o u n t  e q u a l  t o  2 5  

c e n t s  p e r  b a r r e l .

S e c .  4 3 . 5 9 . 0 3 0 .  C O M PU T AT IO N  OP S U R T A X  B A S E .  S u r t a x  u n d e r  t h i s  

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

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

i s  l e s s ,  e x c e e d s  1 2 5  p e r  c e n t  o f  t h e  a l l o w a b l e  c o s t s  s e t  o u t  i n  s e c .  

2 0 ( 1 )  -  ( 5 )  o f  t h i s  c h a p t e r .

S e c .  4 3 . 5 9 . 0 4 0 .  E X P L O R A T I O N  C O S T  D E D U C T I O N S .  ( a )  E x p l o r a t i o n  

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

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

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

t h e  i n v e s t i g a t i o n s  a r e  c a r r i e d  o u t  o n  g o v e r n m e n t  l a n d  i n  t h e  s t a t e ;

( 2 )  t h a t  p a r t  o f  t h e  p a y m e n t s  f o r  t h e  r i g h t  t o  e x t r a c t  o i l  

a n d  g a s  f r o m  g o v e r n m e n t ;  l a n d  i n  A l a s k a  t h a t  i s  a t t r i b u t a b l e  t o  o i l ;

( 3 )  t h e  c o s t  a t t r i b u t a b l e  t o  o i l  o f  d r i l l i n g  f o r  o i l  a n d  g a s

o n  g o v e r n m e n t  l a n d  i n  A l a s k a .

( b )  T h e  p e r c e n t a g e  o f  t o t a J  c o s t s  a n d  p a y m e n t s  t h a t  i s  a t t r i ­

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

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

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

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

Co  =  Co + g  * WVc / W V o + g ’  w h e r e

C Q =  a n  o i l  p r o d u c e r ' s  d e d u c t i b l e  c o s t s  a n d  p a y m e n t s  a t t r i b u t a b l e

t o  o i l  d u r i n g  a  g i v e n  c a l e n d a r  y e a r ;

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

i n  t h a t  y e a r  i n  e x p l o r i n g  f o r  o i l  a n d  g a s  o n  g o v e r n m e n t  l a n d ;

WV0  =  t h e  w e l l h e a d  v a l u e  o f  a l l  o i l  p r o d u c e d  i n  t h e  s t a t e  d u r i n g

t h e  p r e c e d i n g  y e a r ;
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WV0+(5  =  t h e  w e l l h e a d  v a l u e  o f  a l l  o i l  a n d  g a s  p r o d u c e d  i n  t h e  s t a t e  

d u r i n g  t h e  p r e c e d i n g  y e a r .

( c )  N o  c o s t s  p a i d  f o r  s e r v i c e s  o r  a n y  p o r t i o n  o f  s e r v i c e s  u s e d  o r  

p r o v i d e d  o u t s i d e  A l a s k a ,  s a l a r i e s  o r  w a g e s  n o t  s u b j e c t  t o  t h e  w i t h h o l d ­

i n g  o f  s t a t e  i n c o m e  t a x  u n d e r  AS  4 3 * 2 0 . 1 7 0 ,  o r  p a y m e n t s  f o r  m a t e r i a l s  o r  

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

a n  e x p l o r a t i o n  c o s t .

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

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

( e )  N o  m o r e  t h a n  2 0  p e r  c e n t  o f  t h e  e x p l o r a t i o n  c o s t s  i n c u r r e d  i n  

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

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

( f )  E x p l o r a t i o n  c o s t s  m a y  b e  c a r r i e d  F o r w a r d  I ^ r  p u r p o s e s  o f  c o m ­

p u t i n g  d e d u c t i o n s  a  m a x i m u m  o f  1 0  y e a r s ,  a n d  m a y  b e  a l l o c a t e d  a m o n g  

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

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

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

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

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

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

d e p a r t m e n t .  E a j h  y e a r  t h e  d e p r e c i a t i o n  c h a r g e a b l e  t o  1 1  s h a l l  b e  

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

f i e l d  f o r  t h a t  y e a r  b y  t h e  f r a c t i o n  o f  t h e  v a l u e  f  t h e  f i e l d ' s  p r o d u c ­

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

( b )  F i e l d  d e v e l o p m e n t  c o s t s  s h a l l  b e  l i m i t e d  t o  t h e  c o s t s  o f  g o o d s  

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

o t h e r  t h a n  v a r i a b l e  p r o d u c t i o n  c o s t s  a s  d e f i n e d  i n  s e c .  6 0  o f  t h i s  

c h a p t e r ;  a d m i n i s t r a t i v e ,  e n g i n e e r i n g ,  o r  d e s i g n  c o s t s  i n c u r r e d  o u t s i d e  

A l a s k a  m a y  n o t  b e  a l l o w e d  i n  c a l c u l a t i n g  t h e  d e d u c t i o n s  o r  t h e  d e p r e c i a -
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( c )  N o  d e v e l o p m e n t  c o s t  i n c u r r e d  b e f o r e  J a n u a r y  1 ,  1 9 7 C  s h a l l  b e  

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

t i e s  i n  o p e r a t i o n  b e f o r e  t h e  e f f e c t i v e  d a t e  o f  t h i s  A c t ,  t h e  c a r r y i n g  

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

s h a l l  n o t  b e  p e r m i t t e d .

( d )  I n t e r e s t  n o t  t o  e x c e e d  n i n e  p e r  c e n t  p e r  a n n u m  < ! f u n d s  u s e d  

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

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

S e c .  4 3 . 5 9 . 0 6 0 .  V A R I A B L E  P R O D U C T IO N  C O S T  D E D U C T I O N S .  ( a )  D e d u c ­

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

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

f o r w a r d  o n l y  u n d e r  t h e  c o n d i t i o n s  s p e c i f i e d  i n  s e c .  8 0  o f  t h i f j  c h a p t e r .

( b )  P r o d u c t i o n  c o s t s  a l l o c a b l e  t o  o i l  s h a l l  b e  d e t e r m i n e d  e a c h  

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

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

b y  o i l .

S e c .  ' 1 3 . 5 9 . 0 7 0 . T R A N S P O R T A T I O N  C O S T  D E D U C T I O N S .  W h e n  t h e  c o m m i s ­

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

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

a r e  b e i n g  p a i d  t o  a n  e n t i t y  a f f i l i a t e d  w i t h  a n  o i l  p r o d u c e r  t a x p a y e r ,  

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

h i m  o f  t h e  f a i r 1 t r a n s p o r t a t i o n  c o s t s ,  a n d  p u b l i c  h e a r i n g ,  m a k e  a  d e t e r ­

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

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

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

o f  t h e  a m o u n t s  d e t e r m i n e d  b y  t h e  c o m m i s s i o n e r  t o  b e  f a i l ’ a n d  d e d u c t i b l e .

S e c .  4 3 . 5 9 . 0 8 0 .  L O S S  C A R R Y  FO R W A R D .  D e v e l o p m e n t  a n d  p r o d u c t i o n  

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

f o r  t h i s  t a x ,  l e s s  t r a n s p o r t a t i o n  c o s t s  f r o m  t h e  f i e l d ;  t h e y  m a y  b e  

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

S e c .  4 3 . 5 9 . 0 9 0 .  R O Y A L T Y  O I L .  T h e  t a x  I m p o s e d  b y  t h i s  c h a p t e r  i s  

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

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

i s  e x e m p t  f r o m  t a x a t i o n .  I n  m a k i n g  s e t t l e m e n t  w i t h  a  r o y a l t y  o w n e r  

t h e  p r o d u c e r  m a y  d e d u c t  t h e  a m o u n t  o f  t h e  t a x  p a i d  o n  1 y a l t y  o i l ,  o r  

m a y  d e d u c t  r o y a l t y  o i l  e q u i v a l e n t  i n  v a l u e  t o  t h e  a m o u n t  o f  t a x  p a i d ,  

a t  t h e  t i m e  t h e  t a x  b e c o m e s  d u e .

S e c .  4 3 . 5 9 . 1 C 0 .  P A Y M E N T  O P  T A X .  ( a )  T h e  o i l  p r o d u c t i o n  i n c o m e  

t a x  s h a l l  b e  p a i d  a n n u a l l y .  T h e  t a x  i s  d u e  o n  A p r i l  i 5  o n  o i l  o x 1 g a r ,  

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

d a r  y e a r .

C b )  E v e r y  p r o d u c e r  w h o s e  i n c o m e  i s  s u b j e c t  t o  t h e  t a x  i m p o s e d  b y  

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

d e p a r t m e n t ,  a  s t a t e m e n t  s h o w i n g  t h e  v a l u e  o f  o i l  a s  s p e c i f i e d  i n  s e c .  J O  

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

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

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

S e c .  4 3 . 5 9 . 1 1 0 .  V A L U E  MAY B E  D E T E R M I N E D  B Y  D E P A R T M E N T .  T h e  d e ­

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

f a i r  m a r k e t  / a l u e  o f  t h e  o i l  a t  t h e  p o i n t  o f  f i r s t  s a l e  o r  a t  t h e  

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

( 1 ;  t h e  s e l l e r  a n d  p u r c h a s e r  a r e  a f f i l i a t e d  p e r s o n s ;

( 2 )  t h e  s a l e  a n d  p u r c h a s e  o f  t h e  p r o d u c t i o n  i s  n o t  a n  a r m ' s  

l e n g t h  t r a n s a c t i o n  o r  i s  n o t  r e p r e s e n t a t i v e  o f  c o m p e t i t i v e  m a r k e t  v a l u e ;  

o r

( 3 )  t h e r e  i s  n o  c o m p e t i t i v e  m a r k e t  a t  t h e  r e f i n e r y  f o r  o i l  o f
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S e c .  U 3 . 5 9 . 1 2 0 .  A D M I N I S T R A T I O N  OP T A X .  A S  1 ) 3 . 5 5 . 0 * 1 0 ,  * 1 3 . 5 5 . 0 5 0 ,  

* * 3 . 5 5 . 0 7 0 ,  * 1 3 . 5 5 . 0 9 0 ,  a n d  A 3 . 5 5 . H O  a p p l y  w i t h  r e s p e c t  t o  t h i s  c h a p t e r .

S e c .  * 1 3 . 5 9 . 1 3 0 .  NO N PAYM EN T  O F  T A X .  T h e  p r o v i s i o n s  f o r  c i v i l  

p e n a l t y ,  i n t e r e s t  a n d  r e m e d y  e s t a b l i s h e d  i n  A S  * 4 3 . 5 8 . 1 2 0 ,  * 1 3 . 5 8 . 1 3 0 ,  

a n d  * 1 3 . 5 8 . 1 5 0  a p p l y  t o  t h i s  c h a p t e r .

S e c .  * 1 3 . 5 9 . 1 * 1 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  t h e  A d m i n i s t r a t i v e  P r o c e d u r e  A c t  ( A S  *1 - . 6 2 )  a s  a p p r o ­

p r i a t e  t o  a d m i n i s t e r  a n d  e n f o r c e  t h i s  c h a p t e r .

S e c .  * 1 3 . 5 9 . 1 5 0 .  D E P O S I T  O F  R E V E N U E .  ( a )  T h e  d e p a r t m e n t  s h a l l  

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

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

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

i n  t h e  g e n e r a l  f u n d .

S e c .  * 1 3 . 5 9 . 1 6 0 .  P R I V A T E  LAND  I N C E N T I V E  E X E M P T I O N .  T h e  p r o v i s i o n s  

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

t u l l y  o w n e d  m i n e r a l  f e e  I n t e r e s t s .

S e c .  * 1 3 . 5 9 . 1 7 0 .  P A Y M E N T  TO A L A S K A  N A T I V E  F U N D .  W h e n  t h e  t a x  

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

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

r o y a l t i e s ,  b o n u s e s  a n d  r e n t a l s  i n t o  t h e  A l a s k a  N a t i v e  f u n d  e s t a b l i s h e d  

b y  T e c .  6 o f  t h e  A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  A c t  ( P . L .  9 2 - 2 0 3 ;  8 5  

S t a u .  6 8 8 ;  <1?, U . S . C .  1 G 0 1  e t  s e q . )  u n t i l  a l l  p a y m e n t s  m a d e  I n t o  t h e  f u n d  

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

S e c .  * ! 3 . 5 9 . l 8 0 .  D E F I N I T I O N S .  I n  t h i s  c h a p t e r  " d e p a r t m e n t "  m e a n s  

t h e  D e p a r t m e n t  o f  R e v e n u e ,  a n d  o i l  a n d  g a s  a r e  a s  d e f i n e d  i n  A S  * ' 3 . 5 5 .  — 

1*10.

similar kind and quality.

* Sec. 2. This Act takes effect January 1, 1977-
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Introduced: 3/17/76
Referred: Resources and Finance

B Y  C O W P E R , B R A D L E Y , BRO WN , D U N C A N , 
G A R D I N E R , G R U E N I N G , K E L L E Y , M C K I N N O N , 
M A L O N E , M I L L E R , MAUGHTON, P A R K E R ,

I N  T H E  H O U SE  P A R R  AND SWANSON

S P O N S O R  S U B S T I T U T E  FO R  H O U SE  B I L L  N O .  8 0 3

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  

N I N T H  L E G I S L A T U R E  -  S EC O ND  S E S S I O N  

A B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  p r o v i d i n g  f o r  a n  o i l  p r o d u c t i o n  i n c o m e  t a x ;  a n : l

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

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

*  S e c t i o n  I .  A S  *13 i s  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  t o  r e a d :

C H A P T E R  5 9 .  O H  P R O D U C T IO N  I N C O M E  T A X .

S e c .  A 3 . 5 9 . 0 1 0 .  T A X  I M P O S E D .  T h e r e  i s  i m p o s e d  f o r  e a c h  t a x a b l e  

y e a r  u p o n  a n  o i l  p r o d u c e r  d e r i v i n g  i n c o m e  f r o m  o i l  p r o d u c t i o n  i n  t h e  

s t a t e  a  t a x  c o n s i s t i n g  o f  a  n o r m a l  t a x  e q u a l  t o  1 0  p e r  c e n t  o f  t h e  

a m o u n t  c o m p u t e d  u n d e r  s e c .  2 0  o f  t h i s  c h a p t e r  a n d  a  s u r t a x  e q u a l  t o  AO

p e r  c e n t  o f  t h e  a m o u n t  c o m p u t e d  u n d e r  s e c .  3 0  o f  t h i s  c h a p t e r .

C e c .  A 3 . 5 9 . 0 2 0 .  C O M PU T A T IO N  O F  NORMAL T A X  B A S E .  N o r m a l  t a x  u n d e r  

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

p o i n t  o f  f i r s t ,  s a l e  o r  i t s  v a l u e  a t  t h e  r e f i n e r y ,  w h i c h e v e r  j r .  l e s s ,  

w h i c h  e x c e e d s  t h e  s u m  o f  t h e  f o l l o w i n g  a l l o w a b l e  c o s t s ,  b u t  . i s  l e s s  t h a n  

125  p e r  c e n t  o f  t h e  s u m :

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

p a y m e n t s ,  a s  c o m p u t e d  u n d e r  s e c .  A0  o f  t h i s  c h a p t e r ;

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

c o o t s  t h a t  a r e  a t t r i b u t a b l e  t o  o i l ,  a s  c o m p u t e d  u n d e r  s e c s .  5 0  a n d  6 0  o f  

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

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

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

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

( A )  s e v e r a n c e  t a x e s  i m p o s e d  u n d e r  c h s .  5 5  a n d  5 7  o f  t h i s
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t i t l e ;

( 5 )  g e n e r a l  a d m i n i s t r a t i v e  c o s t s  o f  a n  a m o u n t  e q u a l  t o  2 5  

c e n t s  p e r  b a r r e l .

S e c .  * 1 3 . 5 9 . 0 3 0 .  C O M PU T AT IO N  OP  S U R T A X  B A S E .  S u r t a x  u n d e r  t h i s  

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

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

i s  l e s s ,  e x c e e d s  1 2 5  p e r  c e n t  o f  t h e  a l l o w a b l e  c o s t s  s e t  o u t  i n  s e c .  

2 0 ( 1 )  -  ( 5 )  o f  t h i s  c h a p t e r .

S e c .  * 1 3 . 5 9 . 0 4 0 .  E X P L O R A T I O N  C O S T  D E D U C T I O N S .  ( a )  E x p l o r a t i o n  

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

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

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

t h e  i n v e s t i g a t i o n s  a r e  c a r r i e d  o u t  o n  g o v e r n m e n t  l a n d  i n  t h e  s t a t e ;

( 2 )  t h a t  p a r t  o f  t h e  p a y m e n t s  f o r  t h e  r i g h t  t o  e x t r a c t  o i l  

a n d  g a s  f r o m  g o v e r n m e n t  l a n d  l n  A l a s k a  t h a t  i s  a t t r i b u t a b l e  t o  o i l ;

( 3 )  t h e  c o s t  a t t r i b u t a b l e  t o  o i l  o f  d r i l l i n g  f o r  o i l  a n d  g a s

o n  g o v e r n m e n t  l a n d  i n  A l a s k a .

( b )  T h e  p e r c e n t a g e  o f  t o t a l  c o s t s  a n d  p a y m e n t s  t h a t  i s  a t t r i ­

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

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

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

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

C o  =  C o + g  * W o / W V o + g ’  w h e r e

C Q =  a n  o i l  p r o d u c e r ' s  d e d u c t i b l e  c o s t s  a n d  p a y m e n t s  a t t r i b u t a b l e

t o  o i l  d u r i n g  a  g i v e n  c a l e n d a r  y e a r ;

C ' o + g  =  t h e  c o s t s  i n c u r r e d  a n d  p a y m e n t s  m a d e  b y  t h e  t a x p a y e r

i n  t h a t  y e a r  i n  e x p l o r i n g  f o r  o i l  a n d  g a s  o n  g o v e r n m e n t  l a n d ;

\ N q  =  t h e  w e l l h e a d  v a l u e  o f  a l l  o i l  p r o d u c e d  i n  t h e  s t a t e  d u r i n g

t h e  p r e c e d i n g  y e a r ;
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WV0 + g  =  t h e  w e l l h e a d  v a l u e  o f  a l l  o i l  a n d  g a s  p r o d u c e d  i n  t h e  s t a t e  

d u r i n g  t h e  p r e c e d i n g  y e a r .

( c )  N o  c o s t s  p a i d  f o r  s e r v i c e s  o r  a n y  p o r t i o n  o f  s e r v i c e s  u s e d  o r  

p r o v i d e d  o u t s i d e  A l a s k a ,  s a l a r i e s  o r  w a g e s  n o t  s u b j e c t  t o  t h e  w i t h h o l d ­

i n g  o f  s t a t e  i n c o m e  t a x  u n d e r  A S  * < 3 . 2 0 . 1 7 0 ,  o r  p a y m e n t s  f o r  m a t e r i a l s  o r  

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

a n  e x p l o r a t i o n  c o s t .

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

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

( e )  N o  m o r e  t h a n  2 0  p e r  c e n t  o f  t h e  e x p l o r a t i o n  c o s t s  i n c u r r e d  i n  

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

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

( f )  E x p l o r a t i o n  c o s t s  m a y  b e  c a r r i e d  f o r w a r d  f o r  p u r p o s e s  o f  c o m ­

p u t i n g  d e d u c t i o n s  a  m a x i m u m  o f  1 0  y e a r s ,  a n d  m a y  b e  a l l o c a t e d  a m o n g  

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

S e c .  ' 1 3 . 5 9 . 0 5 0 .  F I E L D  D E V E L O P M E N T  C O S T  D E D U C T I O N S .  ( a )  F o r  t h e  

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

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

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

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

d e p a r t m e n t .  E a c h  y e a r  t h e  d e p r e c i a t i o n  c h a r g e a b l e '  t o  o i l  s h a l l  b e  

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

f i e l d  f o r  t h a t  y e a r  b y  t h e  f r a c t i o n  o f  t h e  v a l u e  o f  t h e  f i e l d ' s  p r o d u c ­

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

( b )  F i e l d  d e v e l o p m e n t  c o s t s  s h a l l  b e  l i m i t e d  t o  t h e  c o s t s  o f  g o o d s  

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

o t h e r  t h a n  v a r i a b l e  p r o d u c t i o n  c o s t s  a s  d e f i n e d  l n  s e c .  6 0  o f  t h i s  

c h a p t e r ;  a d m i n i s t r a t i v e ,  e n g i n e e r i n g ,  o r  d e s i g n  c o s t s  i n c u r r e d  o u t s i d e  

A l a s k a  m a y  n o t  b e  a l l o w e d  i n  c a l c u l a t i n g  t h e  d e d u c t i o n s  o r  t h e  d e p r e c i a -
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( c )  N o  d e v e l o p m e n t  c o s t  I n c u r r e d  b e f o r e  J a n u a r y  1 ,  1 9 7 0  s h a l l  b e  

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

t i e s  i n  o p e r a t i o n  b e f o r e  t h e  e f f e c t i v e  d a t e  o f  t h i s  A c t ,  t h e  c a r r y i n g  

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

s h a l l  n o t  b e  p e r m i t t e d .

( d )  I n t e r e s t  n o t  t o  e x c e e d  n i n e  p e r  c e n t  p e r  a n n u m  o n  f u n d s  u s e d  

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

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

S e c .  ' 1 3 . 5 9 . 0 6 0 .  V A R I A B L E  P R O D U C T IO N  C O S T  D E D U C T I O N S .  ( a )  D e d u c ­

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

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

f o r w a r d  o n l y  u n d e r  t h e  c o n d i t i o n s  s p e c i f i e d  i n  s e c .  8 u  o f  t h i s  c h a p t e r .

( b )  P r o d u c t i o n  c o s t s  a l l o c a b l e  t o  o i l  s h a l l  b e  d e t e r m i n e d  e a c h  

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

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

b y  o i l .

S e c .  ' 1 3 . 5 9 . 0 7 0 . T R A N S P O R T A T I O N  C O S T  D E D U C T I O N S .  W h e n  t h e  c o m m i s ­

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

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

a r e  b e i n g  p a i d  t o  a n  e n t i t y  a f f i l i a t e d  w i t h  a n  o i l  p r o d u c e r  t a x p a y e r ,  

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

h i m  o f  t h e  f a i r  t r a n s p o r t a t i o n  c o s t s ,  a n d  p u b l i c  h e a r i n g ,  m a k e  a  d e t e r ­

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

p u t i n g ,  t h e  t a x e s  d u e  u n d e r  t h i s  c h a p t e r .  N o  p r o d u c e r  a f f e c t e d  b y  t h i s  

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

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

S e c .  ^ 3 . 5 9 . 0 8 0 . L O S S  C A R R Y  FO RV /ARD .  D e v e l o p m e n t  a n d  p r o d u c t i o n  

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

tion basis.
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e x c e e d  t h e  t o t a l  v a l u e  o f  t h e  o i l  a t  t h e  p o i n t  o f  v a l u e  d e t e r m i n a t i o n  

f o r  t h i s  t a x ,  l e s s  t r a n s p o r t a t i o n  c o s t 3  f r o m  t h e  f i e l d ;  t h e y  m a y  b e  

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

S e c .  ' 1 3 . 5 9 . 0 9 0 .  R O Y A L T Y  O I L .  T h e  t a x  i m p o s e d  b y  t h i s  c h a p t e r  i s  

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

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

. i s  e x e m p t  f r o m  t a x a t i o n .  I n  m a k i n g  s e t t l e m e n t  w i t h  a  r o y a l t y  o w n e r  

t h e  p r o d u c e r  m a y  d e d u c t  t h e  a m o u n t  o f  t h e  t a x  p a i d  o n  r o y a l t y  o i l ,  o r  

m a y  d e d u c t  r o y a l t y  o i l  e q u i v a l e n t  i n  v a l u e  t o  t h e  a m o u n t  o f  t a x  p a i d ,  

a t  t h e  t i m e  t h e  t a x  b e c o m e s  d u e .

S e c .  ' 1 3 . 5 9 . 1 0 0 .  P A Y M E N T  O P  T A X .  ( a )  T h e  o i l  p r o d u c t i o n  i n c o m e  

t a x  s h a l l  b e  p a i d  a n n u a l l y .  T h e  t a x  i s  d u e  o n  A p r i l  1 5  o n  o i l  o r  g a s  

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

d a r  y e a r .

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

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

d e p a r t m e n t ,  a  s t a t e m e n t  s h o w i n g  t h e  v a l u e  o f  o i l  a s  s p e c i f i e d  i n  s e c .  ' 0  

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

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

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

S e c .  ' i 3 . 5 9 . H O .  V A L U E  MAY B E  D E T E R M I N E D  B Y  D E P A R T M E N T .  T h e  d e ­

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

f a i r  m a r k e t  v a l u e  o f  t h e  o i l  a t  t h e  p o i n t  o f  f i r s t  s a l e  o r  a t  t h e  

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

( 1 )  t h e  s e l l e r  a n d  p u r c h a s e r  a r e  a f f i l i a t e d  p e r s o n s ;

( 2 )  t h e  s a l e  a n d  p u r c h a s e  o f  t h e  p r o d u c t i o n  i s  n o t  a n  a r m ' : ;  

l e n g t h  t r a n s a c t i o n  o r  i s  n o t  r e p r e s e n t a t i v e  o f  c o m p e t i t i v e  m a r k e t  v a l u e ;  

o r

( 3 )  t h e r e  i s  n o  c o m p e t i t i v e  m a r k e t  a t  t h e  r e f i n e r y  f o r  o i l  o f
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J  1 s i m i l a r  k i n d  a n d  q u a l i t y .

2 S e c .  i J 3 . 5 9 . 1 2 0 .  A D M I N I S T R A T I O N  O F  T A X .  A S  A 3 . 5 5 . OAO . A 3 ■ 5 5 . 0 5 0 ,

3 A 3 . 5 5 . 0 7 0 ,  A 3 . 5 5 . 0 9 0 ,  a n d  A 3 . 5 5 - 1 1 0  a p p l y  w i t h  r e s p e c t  t o  t h i s c h a p t e r .

4 S e c .  A 3 . 5 9 . 1 3 0 .  NO N PAYM EN T  O F  T A X .  T h e  p r o v i s i o n s  f o r  c i v i l

ijj 5 p e n a l t y ,  i n t e r e s t  a n d  r e m e d y  e s t a b l i s h e d  i n  A S  A 3 . 5 S . i 2 0 ,  A 3 . 5 8 . i 3 O ,

'j 6 a n d  A 3 . 5 A . 1 5 0  a p p l y  t o  t h i s  c h a p t e r .

1 7 S e c .  A 3 . 5 9 . l A O .  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

\ 8 i n  a c c o r d a n c e  w i t h  t h e  A d m i n i s t r a t i v e  P r o c e d u r e  A c t  ( A S  A A . 6 2 ) a s  a p p r o -

I  9 p r i a t e  t o  a d m i n i s t e r  a n d  e n f o r c e  t h i s  c h a p t e r .

j 10 S e c .  A 3 . 5 9 . 1 5 0 .  D E P O S I T  OF  R E V E N U E .  ( a )  T h e  d e p a r t m e n t s h a l l

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

i 17 ( b )  S i x t y  p e r  c e n t  o f  t h e  m o n e y  d e p o s i t e d  i n  t h e  g e n e r a l f u n dj 13 u n d e r  t h i s  c h a p t e r  s h a l l  b e  p l a c e d  i n  a  s p e c i a l  " p e r m a n e n t  f u n d  a c c o u n t "

4 14 i n  t h e  g e n e r a l  f u n d .

I i S e c .  A 3 . 5 9 . 1 6 0 .  P R I V A T E  LAND  I N C E N T I V E  E X E M P T I O N .  T h e  p r o v i s i o n s

16 o f  t h i s  c h a p t e r  a r e  n o t  a p p l i c a b l e  t o  o i l  p r o d u c e d  f r o m  n o n g o v e r n m e n -

1 / t u l l y  o w n e d  m i n e r a l  f e e  i n t e r e s t s .

III S e c .  A 3 . 5 9 . 1 7 0 .  P A Y M E N T  TO A L A S K A  N A T I V E  F U N D .  W h e n  t h e t a x

IV l e v i e d  u n d e r  t h i s  c h a p t e r  i s  p a y a b l e ,  a n  a m o u n t  e q u i v a l e n t  t o  n o t  l e s s

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

2! r o y a l t i e s ,  b o n u s e s  a n d  r e n t a l s  I n t o  t h e  A l a s k a  N a t i v e  f u n d  e s t a b l i s h e d

22 b y  s e c .  6 c f  t h e  A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  A c t  ( P . L .  9 2 - 2 0 3 ;  8 5
23

S t a v . .  6 8 8 ;  A3  U . S . C .  1 6 0 1  e t  s e q . )  u n t i l  a l l  p a y m e n t s  m a d e  i n t o  t h e  f u n d

24
e q u a l  $ 5 0 0 , 0 0 0 , 0 0 0 .

25
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B Y  C O W P E R , B R A D L E Y , B RO W N , D U N C A N , 
G A R D I N E R , G R U E N I N G , K E L L E Y , M C K I N N O N , 
M A L O N E , M I L L E R , N A U G H TO N , P A R K E R ,

I N  T H E  H O U SE  P A R R  AND SWANSON

S P O N S O R  S U B S T I T U T E  FO R  H O U SE  D I L L  N O .  8 0 3

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  

N I N T H  L E G I S L A T U R E  -  S E C O N D  S E S S I O N  

A B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  p r o v i d i n g  f o r  a n  o i l  p r o d u c t i o n  i n c o m e  t a x ;  a n d

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

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  THE  S T A T E  O F  A L A S K A :

s  S e c t i o n  1 .  A S  A 3 i s  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  t o  r e a d :

C H A P T E R  5 9 .  O I L  P R O D U C T IO N  I N C O M E  T A X .

S e c .  A 3 . 5 9 . 0 1 0 .  T A X  I M P O S E D .  T h e r e  i s  i m p o s e d  f o r  e a c h  t a x a b l e  

y e a r  u p o n  a n  o i l  p r o d u c e r  d e r i v i n g  i n c o m e  f r o m  o i l  p r o d u c t i o n  i n  t h e  

s t a t e  a  t a x  c o n s i s t i n g  o f  a  n o r m a l  t a x  e q u a l  t o  1 0  p e r  c e n t  o f  t h e  

a m o u n t  c o m p u t e d  u n d e r  s e c .  2 0  o f  t h i s  c h a p t e r  a n d  a  s u r t a x  e q u a l  t o  AO

p e r  c e n t  o f  t h e  a m o u n t  c o m p u t e d  u n d e r  s e c .  3 0  o f  t h i s  c h a p t e r .

S e c . A 3 . 5 9 . 0 2 0 .  C O M P U T A T IO N  O F  NORMAL T A X  B A S E .  N o r m a l  t a x  u n d e r  

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

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

w h i c h  e x c e e d s  t h e  s u m  o f  t h e  f o l l o w i n g  a l l o w a b l e  c o s t s ,  b u t  i s  l e s s  t h a n  

1 2 5  p e r  c e n t  o f  t h e  s u m :

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

p a y m e n t s ,  a s  c o m p u t e d  u n d e r  s e c .  AO o f  t h i s  c h a p t e r ;

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

c o s t s  t h a t  a r e  a t t r i b u t a b l e  t o  o i l ,  a s  c o m p u t e d  u n d e r  s e c s .  5 0  a n d  6 u  o f  

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

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

w a s  p i ' O d u c e d  t o  t h e  r e f i n e r y  o r  t h e  p o i n t  o f  f i r s t  s a l e ,  w h i c h e v e r  i s  

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

( A )  s e v e r a n c e  t a x e s  i m p o s e d  u n d e r  c h s .  5 5  a n d  5 7  o f  t h i s
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t i t l e ;

( 5 )  g e n e r a l  a d m i n i s t r a t i v e  c o s t s  o f  a n  a m o u n t  e q u a l  t o  2 5  

c e n t s  p e r  b a r r e l .

S e c .  4 3 . 5 9 . 0 3 0 .  C O M PU T AT IO N  OP  S U R T A X  B A S E .  S u r t a x  u n d e r  t h i s  

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

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

i s  l e s s ,  e x c e e d s  1 2 5  p e r  c e n t  o f  t h e  a l l o w a b l e  c o s t s  t o u t  i n  s e c .  

2 0 ( 1 )  -  ( 5 )  o f  t h i s  c h a p t e r .

S e c .  4 3 . 5 9 . 0 4 0 .  E X P L O R A T I O N  C O S T  D E D U C T I O N S .  ( a )  E x p l o r a t i o n  

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

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

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

t h e  i n v e s t i g a t i o n s  a r e  c a r r i e d  o u t  o n  g o v e r n m e n t  l a n d  i n  t h e  s t a t e ;

( 2 )  t h a t  p a r t  o f  t h e  p a y m e n t s  f o r  t h e  r i g h t  t o  e x t r a c t  o i l  

a n d  g a s  f r o m  g o v e r n m e n t  l a n d  i n  A l a s k a  t h a t  i s  a t t r i b u t a b l e  t o  o i l ;

( 3 )  t h e  c o s t  a t t r i b u t a b l e  t o  o i l  o f  d r i l l i n g  f o r  o ' . l  a n d  g a s

o n  g o v e r n m e n t  l a n d  i n  A l a s k a .

( b )  T h e  p e r c e n t a g e  o f  t o t a l  c o s t s  a n d  p a y m e n t s  t h a t  i s  a t t r i ­

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

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

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

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

C o  =  C;o + g  * WVo / W V o + g ’  w h e r e

C Q =  a n  o i l  p r o d u c e r ' s  d e d u c t i b l e  c o s t s  a n d  p a y m e n t s  a t t r i b u t a b l e

t o  o i l  d u r i n g  a  g i v e n  c a l e n d a r  y e a r ;

C0 + g  =  t h e  t o t a l  c o s t s  i n c u r r e d  a n d  p a y m e n t s  m a d e  b y  t h e  t a x p a y e r

i n  t h a t  y e a r  i n  e x p l o r i n g  f o r  o i l  a n d  g a s  o n  g o v e r n m e n t  l a n d ;

WVQ =  t h e  w e l l h e a d  v a l u e  o f  a l l  o i l  p r o d u c e d  i n  t h e  s t a t e  d u r i n g

t h e  p r e c e d i n g  y e a r ;
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WV0 + e  =  t h e  w e l l h e a d  v a l u e  o f  a l l  o i l  a n d  g a s  p r o d u c e d  i n  t h e  s t a t e  

d u r i n g  t h e  p r e c e d i n g  y e a r .

( c )  N o  c o s t s  p a i d  f o r  s e r v i c e s  o r  a n y  p o r t i o n  o f  s e r v i c e s  u s e d  o r  

p r o v i d e d  o u t s i d e  A l a s k a ,  s a l a r i e s  o r  w a g e s  n o t  s u b j e c t  t o  t h e  w i t h h o l d ­

i n g  o f  s t a t e  i n c o m e  t a x  u n d e r  A S  4 3 . 2 0 . 1 7 0 ,  o r  p a y m e n t s  f o r  m a t e r i a l s  o r  

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

a n  e x p l o r a t i o n  c o s t .

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

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

( e )  N o  m o r e  t h a n  2 0  p e r  c e n t  o f  t h e  e x p l o r a t i o n  c o s t s  i n c u r r e d  i n  

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

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

( f )  E x p l o r a t i o n  c o s t s  m a y  b e  c a r r i e d  f o r w a r d  f o r  p u r p o s e s  o f  c o m ­

p u t i n g  d e d u c t i o n s  a  m a x i m u m  o f  1 0  y e a r s ,  a n d  m a y  b e  a l l o c a t e d  a m o n g  

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

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

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

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

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

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

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

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

f i e l d  f o r  t h a t  y e a r  b y  t h e  f r a c t i o n  o f  t h e  v a l u e  o f  t h e  f i e l d ' s  p r o d u c ­

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

( b )  F i e l d  d e v e l o p m e n t  c o s t s  s h a l l  b e  l i m i t e d  t o  t h e  c o s t s  o f  g o o d s  

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

o t h e r  t h a n  v a r i a b l e  p r o d u c t i o n  c o s t s  a s  d e f i n e d  i n  s e c .  6 0  o f  t h  s  

c h a p t e r ;  a d m i n i s t r a t i v e ,  e n g i n e e r i n g ,  o r  d e s i g n  c o s t s  i n c u r r e d  o u t s i d e  

A l a s k a  m a y  n o t  b e  a l l o w e d  i n  c a l c u l a t i n g  t h e  d e d u c t i o n s  o r  t h e  d e p r e c i a -
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( c )  N o  d e v e l o p m e n t  c o s t  i n c u r r e d  b e f o r e  J a n u a r y  1 ,  1 9 7 0  s h a l l  b e  

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

t i e s  i n  o p e r a t i o n  b e f o r e  t h e  e f f e c t i v e  d a t e  o f  t h i s  A c t ,  t h e  c a r r y i n g  

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

s h a l l  n o t  b e  p e r m i t t e d .

( d )  I n t e r e s t  n o t  t o  e x c e e d  n i n e  p e r  c e n t  p e r  a n n u m  o n  f u n d s  u s e d  

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

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

S e c .  4 3 . 5 9 . 0 6 0 .  V A R I A B L E  P R O D U C T IO N  C O S T  D E D U C T I O N S .  ( a )  D e d u c ­

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

w o u l d  n o t  b e  i n c u r r e d  i f  p r o d u c t i o n  w e r e  t o  c e a s e ,  a n d  m a y  b e  c a r i ’i e d  

f o r w a r d  o n l y  u n d e r  t h e  c o n d i t i o n s  s p e c i f i e d  i n  s e c .  8 0  o f  t h i s  c h a p t e r .

( b )  P r o d u c t i o n  c o s t s  a l l o c a b l e  t o  o i l  s h a l l  b e  d e t e r m i n e d  e a c h  

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

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

b y  o i l .

S e c .  4 3 . 5 9 . 0 7 0 .  T R A N S P O R T A T I O N  C O S T  D E D U C T I O N S .  W h e n  t h e  c o m m i s ­

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

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

a r e  b e i n g  p a i d  t o  a n  e n t i t y  a f f i l i a t e d  w i t h  a n  o i l  p r o d u c e r  t a x p a y e r ,  

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

h i m  o f  t h e  f a i r  t r a n s p o r t a t i o n  c o s t s ,  a n d  p u b l i c  h e a r i n g ,  m a k e  a  d e t e r ­

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

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

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

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

S e c .  4 3 . 5 9 . 0 8 0 .  L O S S  C A R R Y  F O R W A R D .  D e v e l o p m e n t  a n d  p r o d u c t i o n  

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

tion basis.



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

f o r  t h i s  t a x ,  l e s s  t r a n s p o r t a t i o n  c o s t s  f r o m  t h e  f i e l d ;  t h e y  m a y  b e  

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

S e c .  4 3 . 5 9 . 0 9 0 .  R O Y A L T Y  O I L .  T h e  t a x  i m p o s e d  b y  t h i s  c h a p t e r  i s  

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

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

i s  e x e m p t  f r o m  t a x a t i o n .  I n  m a k i n g  s e t t l e m e n t  w i t h  n r o y a l t y  o w n e r  

th e -  p r o d u c e r  m a y  d e d u c t  t h e  a m o u n t  o f  t h e  t a x  p a i d  o n  r o y a l t y  o i l ,  o r  

m a y  d e d u c t  r o y a l t y  o i l  e q u i v a l e n t  i n  v a l u e  t o  t h e  a m o u n t  o f  t a x  p a i d ,  

a t  t h e  t i m e  t h e  t a x  b e c o m e s  d u e .

S e c .  4 3 . 5 9 . 1 0 0 .  P A Y M E N T  OF  T A X .  ( a )  T h e  o i l  p r o d u c t i o n  i n c o m e  

t a x  s h a l l  b e  p a i d  a n n u a l l y .  T h e  t a x  i s  d u e  o n  A p r i l  1 5  o n  o i l  o r  g a s  

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

d a r  y e a r .

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

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

d e p a r t m e n t ,  a  s t a t e m e n t  s h o w i n g  t h e  v a l u e  o f  o i l  a s  s p e c i f i e d  I n  s e c .  2 0  

o f  t l i i s  c h a p t e r ,  a n d  s h a l l  u n d e r  t h e  p e n a l t y  o f  p e r j u r y  f u r n i s h  a l l  1 h e  

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

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

S e c .  4 3 . 5 9 . H O .  V A L U E  MAY B E  D E T E R M I N E D  B Y  D E P A R T M E N T .  T n e  d e ­

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

f a i r  m a r k e t  v a l u e  o f  t h e  o i l  a t  t h e  p o i n t  o f  f i r s t  s a l e  o r  a t  1 h e  

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

( 1 )  t h e  s e l l e r  a n d  p u r c h a s e r  a r e  a f f i l i a t e d  p e r s o n s ;

( 2 )  t h e  s a l e  a n d  p u r c h a s e  o f  t h e  p r o d u c t i o n  i s  n o t  a n  a r m ' s  

l e n g t h  t r a n s a c t i o n  o r  i s  n o t  r e p r e s e n t a t i v e  o f  c o m p e t i t i v e  m a r k e t  v a l u e ;  

o r

( 3 )  t h e r e  i s  n o  c o m p e t i t i v e  m a r k e t  a t  t h e  r e f i n e r y  f o r  o i l  o f
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s i m i l a r  k i n d  a n d  q u a l i t y .

S e c .  i l 3 . 5 9 . 1 2 0 .  A D M I N I S T R A T I O N  OF  T A X .  A S  i t 3 . 5 5 . O i l O ,  i l 3 - 5 5 - 0 5 0 ,  

i i 3 . 5 5 . 0 7 0 ,  i l 3 • 5 5 . 0 9 0 ,  a n d  i ( 3 . 5 5 - 1 1 0  a p p l y  w i t h  r e s p e c t  t o  t h i s  c h a p t e r .

S e c .  i l 3 . 5 9 . 1 3 0 .  NO NPAYMENT  OF  T A X .  T h e  p r o v i s i o n s  f o r  c i v i l  

p e n a l t y ,  i n t e r e s t  a n d  r e m e d y  e s t a b l i s h e d  i n  A S  i l 3 . 5 B . 1 2 0 ,  i l 3 . 5 8 . 1 3 0 ,  

a n d  i l 3 . 5 8 . 1 5 0  a p p l y  t o  t h i s  c h a p t e r .

S e c .  i l 3 . 5 9 . 1 i l 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  t h e  A d m i n i s t r a t i v e  P r o c e d u r e  A c t  ( A S  i J i J . 6 2 )  a s  a p p r o ­

p r i a t e  t o  a d m i n i s t e r  a n d  e n f o r c e  t h i s  c h a p t e r .

S e c .  ' 1 3 - 5 9 . 1 5 0 .  D E P O S I T  O F  R E V E N U E .  ( a )  T h e  d e p a r t m e n t  s h a l l  

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

( b )  S i x t y  p e r  c e n t  o f  t h e  m o n e y  d e p o s i t e d  :Ln t h e  g e n e r a l  f u n d  

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

i n  t h e  g e n e r a l  f u n d .

S e c .  i l 3 . 5 9 . l 6 0 .  P R I V A T E  LAND  I N C E N T I V E  E X E M P T I O N .  T h e  p r o v i s i o n s  

o f  t h i s  c h a p t e r  a r e  n o t  a p p l i c a b l e  t o  o i l  p r o d u c e d  f r o m  n o n g o v e r n m e n -  

t a l l y  o w n e d  m i n e r a l  f e e  i n t e r e s t s .

S e c .  1 1 3 . 5 9 . 1 7 0 .  P A Y M E N T  TO A L A S K A  N A T I V E  F U N D .  W h e n  t h e  t a x  

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

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

r o y a l t i e s ,  b o n u s e s  a n d  r e n t a l s  i n t o  t h e  A l a s k a  N a t i v e  f u n d  e s t a b l i s h e d  

b y  s e c .  6 o f  t h e  A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  A c t  ( P . L .  9 2 - 2 0 3 ;  8 5  

S t a b .  6 8 8 ;  ' 1 3  U . S . C .  1 6 0 1  e t  s e q . )  u n t i l  a l l  p a y m e n t s  m a d e  i n t o  t h e  f u n d  

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

S e c .  1 ) 3 . 5 9 . 1 8 0 . D E F I N I T I O N S .  I n  t h i s  c h a p t e r  " d e p a r t m e n t "  m e a n s  

t i i e  D e p a r t m e n t  o f  R e v e n u e ,  a n d  o i l  a n d  g a s  a r e  a s  d e f i n e d  i n  A S  * 1 3 . 5 5 . -  

1*10.

Sec. 2. This Act takes effect January 1, 1977.
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