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I n t r o d u c e d :  4 / 2 8 / 8 1
R e f e r r e d :  R e s o u r c e s  and

F i n a n c e

IN T HE SENATE BY THE F I N A N C E  COMMITTEE

SENATE BILL NO. 524 

IN THE LE G I S L A T U R E  OF THE STATE OF ALASKA 

TWELFTH L E G I S LATURE - FIRST SESSION 

A BILL

For an Act entitled: "An Act relating to an investment tax credit allowed

against the state corporate income tax; and providing 

for an effective date.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* S e c t i o n  I. AS 43.20.035(b) is amended to read:

(b) For purposes of c alculating the income tax payable under this 

chapter, the taxpayer may apply as a credit against his tax liability 

the [JOB DEVELOPMENT] investment credit allowed as to federal taxes 

under Internal Revenue Code sec. 38 (26 U.S.C. 38) [50] upon only the 

first $20,000,000 [$500,000] of qualified investment put into use for 

each taxable year [(26 U.S.C. SEC. 50)]. This limitation does not apply 

to the amounts invested in equipment which meets the d e f i nition of a 

certified pollution control facility as defined under Internal Revenue 

Code sec. 169 (26 U.S.C. sec. 169) as in effect on June 19. 1975 [THE 

EFFECTIVE DATE OF THIS ACT] except that the date specified in Interna 1 

Revenue Code [THAT] section 169(d) as a condition of n u a l ifyjng a c e r­

tified pollution control facility for a deduction does not apply.

* Sec. 2. This Act is retroactive to July 1, 1980, and applies to 

expenditures which q alify for the investment credit which are made on or 

after that date.

* Sec. 3. This Act takes effect immediately in accordance wit1, \S 01.10.- 

0 7 0 ( c ) .
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S B  5 2 4  ( A c t  r e l a t i n g  t o  a n  i n v e s t m e n t  t a x  c r e d i t  a l l o w e d  

a g a i n s t  t h e  s t a t e  c o r p o r a t e  i n c o m e  t a x )

T e s t i m o n y

o f

C o m m i s s i o n e r  o f  D e p a r t m e n t  o f  R e v e n u e  

T h o m a s  K. W i l l i a m s  

5 / 8 / 8 1

W I L L I A M S  - T h a n k  y o u ,  M r .  C h a i r m a n .  F o r  t h e  r e c o r d  m y  n a m e  i s  

T o m  W i l l i a m s ,  a n d  I ' m  t h e  C o m m i s s i o n e r  o f  R e v e n u e .  S B  5 2 4  w o u l d  

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

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

m a y  b e  c a l c u l a t e d .  T h a t ' s  i t s  p r i m a r y  p r o g r a m  e f f e c t .  I t  i n c r e a s e s  

t h a t  f r o m  $ 5 0 0 , 0 0 0  o f  q u a l i f i e d  i n v e s t m e n t  t o  $ 2 0  m i l l i o n  o f  q u a l i f i e d  

i n v e s t m e n t .  A n d  t h e  w a y  t h i s  c r e d i t  w o r k s  i s  t h a t  u n d e r  t h e  

I n t e r n a l  R e v e n u e  C o d e  ( t h e  F e d e r a l  L a w ) , 1 0 %  o f  t h e  q u a l i f i e d  

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

n e t  t a x  l i a b i l i t y .  I t ' s  n o t  a d e d u c t i o n  i n  f i g u r i n g  w h a t  y o u r  

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

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

b y  1 0 %  o f  t h e  q u a l i f i e d  i n v e s t m e n t .  U n d e r  o u r  s t a t u t e s  w e  

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

a t  a  r a t e  o f  1 3 %  o f  t h e  F e d e r a l  t a x  c r e d i t .  I n  o t h e r  w o r d s ,  i f  

t h e y  g o t  $1 o f  F e d e r a l  t a x  c r e d i t ,  t h e y  w o u l d  g e t  a n  

18 C t a x  c r e d i t  a g a i n s t  t h e i r  A l a s k a  t a x  l i a b i l i t y .  B y  i n c r e a s i n g  

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

c a l c u l a t e d  f r o m  $ 5 0 0 , 0 0 0  t o  $ 2 0  m i l l i o n ,  t h a t  $ 1 9 , 5 0 0 , 0 0 0  

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

a v a i l a b l e  t o  a n  i n d i v i d a u l  c o r p o r a t i o n  o f  $ 3 5 1 , 0 0 0 .  T h a t  is 

$ 3 5 1 , 0 0 0  h e  c a n  t a k e  o f f  h i s  t a x  b i l l .  W e  h a v e  e s t i m a t e d  t h a t  

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

t h e  o r d e r  o f  $6 m i l l i o n  a y e a r ,  r i s i n g  g r a d u a l l y  b y  1 9 8 4 - 8 5  

t o  o v e r  $7 m i l l i o n  a y e a r  i n  r e d u c t i o n  i n  t h e  c o r p o r a t e  

i n c o m e  t a x  r e c e i p t s  ( a g a i n ,  t h e  r e g u l a r  c o r p o r a t e  i n c o m e  t a x ) . 

D A N K W O R T H  - R i s i n g  t o  w h e r e ?  S i x  m i l l i o n  t o  w h e r e ?

W I L L I A M S  - S i x  m i l l i o n  t o  $ 7 - 1 / 2  m i l l i o n  p e r  y e a r .  I t h i n k  t h a t  

t h i s  b i l l  a s  i t ' s  d r a f t e d  n o w  . . . i t ' s  r e a l l y  n o t  g o o d  p o l i c y .

I t h i n k  t h a t  . . . w e l l ,  f o r  o n e  t h i n g ,  t h e  i n v e s t m e n t  c a n  

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

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

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

F o r  i n s t a n c e ,  t h e  o i l  c o m p a n i e s  t h e m s e l v e s - - t h o s e  p a r t s  o f  t h e  o i l  

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

o r  s o m e t h i n g  l i k e  t h a t  t h a t  i s  n o t  t a x e d  u n d e r  t h e  S p e c i a l  O i l  

C o r p o r a t e  T a x ,  t h o s e  i n v e s t m e n t s  t h a t  t h e y  m a k e  f o r  t h a t  

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

i f  A R C O  h a s  a  s u b s i d i a r y  o w n i n g  i t s  o i l  a n d  g a s  i n t e r e s t s  u p  h e r e ,  

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

t a k e  t h e  i n v e s t m e n t  t a x  c r e d i t  f o r  t h a t  s u p e r t a n k e r  u p  t o  $ 2 0  m i l l i o n  

b u c k s .  N o w  I d o n ' t  k n o w  i n  f a c t  w h e t h e r  A R C O  h a s  s u c h  a s u p e r ­

t a n k e r ,  a n d  I ' m  n o t ,  o f  c o u r s e ,  a t t e m p t i n g  t o  r e p r e s e n t  t h a t  t h e y
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h a v e  a  s e p a r a t e  c o m p a n y  u p  h e r e  f r o m  t h e  p a r e n t .  M y  p o i n t  w a s  b y  

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

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

t h e i r  e n t e r p r i s e  i s  i n  f a c t  t a x e d  u n d e r  4 3 . 2 1 .  I n  a d d i t i o n  w e  

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

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

W e  h a v e  a  l o t  o f  w h a t  o b j e c t i v e l y  a r e  v e r y  l a r g e  c o m p a n i e s  b u t  

n e v e r t h e l e s s  a r e  s m a l l  i n  c o m p a r i s o n  t o  t h e  p r i n c i p a l  o i l  c o m p a n i e s  

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

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

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

i n v e s t m e n t  u n d e r  t h e  F e d e r a l  I n t e r n a l  R e v e n u e  C o d e ,  a n d  b y  t h i s  

a m e n d m e n t ,  t h e r e f o r e ,  w o u l d  b e  a d a p t e d  i n t o  t h e  A l a s k a  T a x  C o d e ,  

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

o t h e r w i s e  t a x  w i t h  t h e s e  o u t s i d e  i n v e s t m e n t s .  I d o n ' t  t h i n k  

t h a t ' s  a  t e r r i b l y  p r u d e n t  a p p r o a c h  t o  o u r  t a x .  I t h i n k  i t ' s  a 

s t e p  a w a y  f r o m  w h e r e  w e  w a n t  t o  b e  r a t h e r  t h a n  a  s t e p  t o w a r d s  

w h e r e  w e  m a y  b e  g o i n g .

B E N N E T T  - W i t h  t h e  e x c e p t i o n  o f  t h a t  o n e  a r e a ,  C o m m i s s i o n e r ,  d o e s  

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

W I L L I A M S  -  I d o n ' t  t h i n k  s o. I d o n ' t .  M y  r e c o m m e n d a t i o n  t o  

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

b e c a u s e  I d o n ' t  t h i n k  t h e  b e n e f i t s  t h a t  w e  g e t  f r o m  a l l o w i n g  t h a t  

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

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

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

B E N N E T T  - A n y  q u e s t i o n s  t o  t h e  C o m m i s s i o n e r ?  S e n a t o r  S t i m s o n .  

S T I M S O N  - M r .  C h a i r m a n ,  a  q u e s t i o n  f o r  t h e  C o m m i s s i o n e r .  I s  t h e r e  

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

i f  y o u  c a n ' t  s u p p o r t  t h e  $ 2 0  m i l l i o n ?

W I L L I A M S  - $ 5 0 0 , 0 0 0 .

S T I M S O N  - S o  y o u  d o n ' t  s u p p o r t  i n c r e a s i n g  t h a t ?

W I L L I A M S  - I d o n ' t  s e e  a n e e d  t o  i n c r e a s e  i t  a t  t h i s  t i m e .

W e ' r e  s e e i n g  a  l o t  o f  u p t u r n  i n  t h e  e c o n o m y .  P e r h a p s  a  c o u p l e  

o f  y e a r s  a g o  w h e n  w e  w e r e  i n  t h e  t h r o e s  o f  t h e  p o s t - p i p e l i n e  

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

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

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

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

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

W e ' r e  s e e i n g  c o n s i d e r a b l e  r e v i t a l i z a t i o n  i n  A n c h o r a g e  a n d  i n  

F a i r b a n k s  a n d  e l s e w h e r e  t h r o u g h  t h e  s t a t e ,  a n d  I d o n ' t  t h i n k  

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

u p  o v e r h e a t i n g  t h e  e n g i n e  m o r e  t h a n  w e  w a n t — t h e  e c o n o m i c  e n g i n e .  

B E N N E T T  - A n y  f u r t h e r  q u e s t i o n s ?

D A N K W O R T H  - M r .  C h a i r m a n ,  a r e  w e  g o i n g  t o  h a v e  s o m e  o t h e r  

w i t n e s s e s ?

B E N N E T T  - Y e s .  N o  f u r t h e r  q u e s t i o n s ?  T h a n k  y o u ,  C o m m i s s i o n e r .  

W I L L I A M S  - T h a n k  y o u ,  M r .  C h a i r m a n .

S T I M S O N  - M r .  C h a i r m a n ,  I ' d  j u s t  l i k e  t o  a s k  i f  t h e  C o m m i s s i o n e r  

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

W I L L I A M S  - M r .  C h a i r m a n ,  t h e  P e r m a n e n t  F u n d  C o r p o r a t i o n  o f  w h i c h  

I a m  a  t r u s t e e  i s  m e e t i n g  a t  t h e  s a m e  t i m e  r i g h t  n o w ,  a n d  s o  

I ' v e  a b s e n t e d  m y s e l f  f r o m  t h a t  m e e t i n g .  I f  y o u  d o  n e e d  t o  a s k  m e  

q u e s t i o n s  i f  y o u  c o u l d  s e n d  s o m e o n e  d o w n  t o  t h e  G o v e r n o r ' s  

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

r e t u r n .

B E N N E T T  - T h a n k  y o u  C o m m i s s i o n e r

- 5 -
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SENATE FINANCE COMMITTEE

S B  5 2 4  - A C T  R E L A T I N G  T O  A N  I N V E S T M E N T  T A X  C R E D I T  A L L O W E D  

A G A I N S T  T H E  S T A T E  C O R P O R A T E  I N C O M E  T A X

May 8 ,  1 9 8 1  -  1 : 4 0  p . m .

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

T h o m a s  K. W i l l i a m s  

C o m m i s s i o n e r  o f  R e v e n u e

F r a n k  D a n n e r

P e a t ,  M a r w i c k ,  M i t c h e l l  & C o .

B o b  ( L a s t  n a m e  s o u n d s  l i k e  G h e e )

A l a s k a  I n t e r n a t i o n a l  I n d u s t r i e s

T u l i n d a  D e e g a n

A l a s k a  A i r  C a r r i e r s  A s s o c i a t i o n  

B i l l  W a g u m a n

F a i r b a n k s  M i n e r s  A s s o c i a t i o n

J e a n n i e  K l i n e  

A l a s k a  C h a p t e r

A s s o c i a t e d  G e n e r a l  C o n t r a c t o r s  o f  A m e r i c a  

D o n  D i c k e y

A l a s k a  S t a t e  C h a m b e r  o f  C o m m e r c e

A G O  7 9 8 0 6 L



JAY S. HAM HO HO, s m m *

D E P A R T M E N T  O F  R E V E N U E
oftice or m  coHmsswm POUCH S

JUNEAU. ALASKA 93871

May 4, 1981

The Honorable Bettye Fahrenkamp 

Chairperson
Senate Resources Committee 
Room 112 - Capitol Building 

Juneau, Alaska

Dear Senator Fahrenkamp:

Re: Senate Bill No. 524

Senate Bill No. 524, an Act relating to an investment tax credit allowed 

against the state corporate income tax, was introduced in the Senate on 

April 28, 1981 and was referred to the Senate Resources and Finance 
Committees.

For the consideration of the Senate Resources Conmittee, I am enclosing 

copies of Fiscal Notes prepared by Mr. Gary L. Jenkins, Director, Audit 

Division, Department of Revenue concerning the proposed legislation.

Sincerely,

R. D. Stevenson 

Special Assistant
i

RDS/rdh

c c : The Honorable Don Bennett

The Honorable M. E. Dankworth |
Co-Chairmen_______________________  R

Senate Finance Committee_______

Joseph K. Donohue 

Deputy Commissioner 
Department of Revenue

Gary L. Jenkins, Director 
Audit Division 
Department of Revenue
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T1IH LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE

FISCAL NOTE.

I. R E Q U E S T
Bill/Resolution No. SB 524____________________________________________________________________
Title An Act relating to the Investment tax c r e d i t ._____________________________________

/.Requested bvSenate Resources Committee_______________________________ Date April 29. 1981

II. FISCAL DETAIL
Agency Affected Department of Revenue_____________________________________________________Program Category Affected___________ Revenue Collection  and Management_________________________
BRU, Program, or Subprogram(s) Affected Audit Division_______________________________________
(Note: If more than one budget component is affected, separate line-item amounts and funding for each 

component in the analysis section.)

E X P E N D I T U R E S  (Thousands of Dollars) NONE

F Y  81 FY 82 F Y  8 3 F Y  84 F Y  85 F Y  86

100 P E R S O N A L  S E R V I C E S
200 T R A V E L
300 C O N T R A C T U A L

400 C O M M O D I T I E S
500 EOUIPMF.NT
600 L A N D  &  S T R U C T U R E S
700 G R A N T S .  CLAIMS. ETC.TOTAL

F U N D I N G  (Thousands of Dollars) NONE

G E N E R A L  F U N D
F E D E R A L  F U N D S

O T H E R  (Specify Fund Source)

POSITIONS NONE

F U L L  T I M E
P A R T  T I M E
T E M P O R A R Y

III. A N A L Y S I S  (See Fiscal Note Preparation Instructions, Section III)

IV. D A T E  April ? Q J iq»i__________P R E P A R E D
A G E N C Y  _

Original: Legislative Finance P H O N E  465-
cc: Budget and Management

Prime Sponsor (First Legislator Named)

3 2 -0 0 1  (Rev. 1 2 / 8 0 )

AGO 793064



FISCAL N O T E

1. R E Q U E S T
Bill/Resolution No. SB 524______________________________________________________________________
Title An Act relating to an. investment tax cre d it_________________________________________

Requested b v Senate R e s o u r c e s Committee______________________________Date April 2 9 r 1981

THE LEGISLATURE O F  THE STATE OF ALASKA
TWELFTH LEGISLATURE

II. F I SCAL D E T A I L
Agency Affected Department of Revenue_____________________________________________________

B rT p̂ o^  ' ' ---------------------------------

(Note: If more than one budget component is affected, separate line-item amounts and funding for each 
component in the analysis section.)

E X P E N D I T U R E S  (Thousands of Dollars) NONE

F Y  81 F Y  8 2 F Y  83 F Y  8 4 F Y  85 F Y  8 6

100 P E R S O N A L  S E R V I C E S
200 T R A V E L

300 C O N T R A C T U A L
400 C O M M O D I T I E S
500 E Q U I P M E N T
600 L A N D  &  S T R U C T U R E S
700 G R A N T S .  CLAIMS. ETC.

T O T A L

F U N D I N G  (Thousands of Dollars)

G E N E R A L  F U N D T6.000.0 (1T6.500.01 [7.000.0 |ir7,500.01
F E D E R A L  F U N D S

O T H E R  (Specify Fund Source)

POSITIONS 

F U L L  T I M E

NONE

P A R T  T I M E
T E M P O R A R Y

III. A N A L Y S I S  (See Fiscal Note Preparation Instructions, Section III)

This bill will primarily benefit multi state and multinational 
corporations. The estimated revenue loss would be approximately 
5 to 7 million dollars of corporate income tax.

IV. D A T E  .April 29„ 1.981
A G E N C Y

Original: Legislative Finance __  P H O N E  4GB—
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33 -0 0 1  'Rev. 1 2 / 8 0 )
AGO 798063
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LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M A p r  5.1 2 7 , 1981

S U B J E C T : A n  i n v e s t m e n t  t a x  c r e d i t  a l l o w e d  as a g a i n s t  

t h e  s t a t e ' s  c o r p o r a t e  i n c o m e  t a x  ( W o r k  O r d e r  

N u m b e r  1 2 - 1 5 6 1 )

TO:

F R O M :

S e n a t o r  D o n

J o h n  B. Chei 

L e g i s l a t i v e

I n  r e s p o n s e  to y o u r  f i r s t  r e q u e s t  w i t h  r e s p e c t  t o  a n  
i n c r e a s e  o f  t a x  c r e d i t  p r e s e n t l y  p e r m i t t e d  f o r  c e r t a i n  

c o r p o r a t e  i n v e s t m e n t s ,  I n o t e d  t h a t  26 U . S . C .  50, p r e s e n t l y  

r e f e r r e d  to A S  4 3 . 2 0 . 0 3 6 ( b ) ,  w a s ,  i n  f a c t ,  r e p e a l e d ,  e f f e c t i v e  

N o v e m b e r ,  197 8 .

T h e  p r e s e n t  b i l l ,  p r e v i o u s l y  p r o v i d e d  t o  y o u ,  c o r r e c t s  t h e  
r e f e r e n c e  to t h e  i n v e s t m e n t  c r e d i t  b y  r e m o v i n g  r e f e r e n c e  t o  
a " j o b  d e v e l o p m e n t "  p u r p o s e  a n d  b y  c i t i n g  t h e  c o r r e c t  c r o s s -  

r e f e r e n c e  in t h e  U n i t e d  S t a t e s  I n t e r n a l  R e v e n u e  C o d e  ( 2 6  U . S . C .  

3 8 ) . T h e  a d d i t i o n a l  o p e r a t i v e  p r o v i s i o n ,  t h e  k e y  e l e m e n t  o f  
y o u r  f i r s t  r e q u e s t ,  is t o  a u t h o r i z e  a n  i n c r e a s e  i n  t h e  a m o u n t  
o f  a q u a l i f i e d  i n v e s t m e n t  f o r  w h i c h  t h e  c r e d i t  m a y  b e  c l a i m e d  

f r o m  $ 5 0 0 , 0 0 0  t o  20 m i l l i o n  d o l l a r s .  1/

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

p r o p e r t y  o r  i n t e r e s t  is a c a p i t a l  e x p e n d i t u r e ,  n o t  d e d u c t i b l e  
as a n  o r d i n a r y  a n d  n e c e s s a r y  e x p e n s e  o f  t r a d e  o r  b u s i n e s s  i n  
t h e  y e a r  i n  w h i c h  t h e  e x p e n d i t u r e  is m a d e ,  2 6  U . S . C .  3 8  a l l o w s  
a  t a x  c r e d i t  f o r  i n v e s t m e n t ,  g e n e r a l l y ,  i n  d e p r e c i a b l e  m a c h i n e r y  
a n d  e q u i p m e n t  ( i n  a d d i t i o n  t o  t h e  d e p r e c i a t i o n  o t h e r w i s e  
a l l o w a b l e )  to e n c o u r a g e  c a p i t a )  i n v e s t m e n t .
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A p r i l  27, 1981

S e n a t o r  D o n  B e n n e t t
P a g e  2

A d d i t i o n a l l y ,  i n  t h i s  b i l l ,  I a m  t a k i n g  t h e  o p p o r t u n i t v  t:o 
s u b s t i t u t e  i o r  a r e f e r e n c 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  a c t u a l  e f f e c t i v e  d a t e  o f  A S  4 3 . 2 0 . 0 3 6 ( b )  w h e n  o r i g i n a l l y  
e n a c t e d ,  a n d  h a v e  s u b s t i t u t e d  f o r  t h e  r a t h e r  v a g u e  r e f e r e n c e  
t o  t h a t  s e c t i o n "  ( w i t h  r e s p e c t  to f u l l  c r e d i t  f o r  i n v e s t ­
m e n t s  r o r  q u a l i f y i n g  p o l l u t i o n  c o n t r o l  f a c i l i t i e s )  t h e  

a c t u a l _s e c t i o n  a n d  s u b s e c t i o n  r e f e r e n c e  f o r  q u a l i f y i n g  
p o l l u t i o n  c o n t r o l  f a c i l i t i e s  f o u n d  i n  t h e  I n t e r n a l  R e v e n u e  
c o d e . ____  __

F i n a l l y ,  t h e  e f f e c t i v e  d a t e  c l a u s e  is s e t  t o  J u l y  1, 1 9 8 0 ,  a 
d a t e  d u r i n g  t h e  l a s t  c a l e n d a r  y e a r  w h i c h  w o u l d  f a l l  w i t h i n  

o n e  y e a r  o f  t h e  p r e s u m e d  e f f e c t i v e  d a t e  of t h i s  a m e n d m e n t ,  
b u t  p e r m i t t i n g  a t a x p a y e r  to c l a i m  a c r e d i t ^ f o r  a q u a l i f y i n g  
i n v e s t m e n t  m a d e  o n  o r  a f t e r  J u l y  1, 1 9 8 0 ,  w i t h o u t  r e g a r d  t o  

t h e  t a x p a y e r ' s  o w n  t a x  y e a r ,  f o r  t h e  r e a s o n s  w h i c h  I m o r e  

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

t h e  b i l l .

J B C :l j b
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A r  r  ».

LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M A p r i l  2 7 , 1 9 8 1

S U B J E C T : A n  i n v e s t m e n t  t a x  c r e d i t  a l l o w e d  as a g a i n s t  

t h e  s t a t e ' s  c o r p o r a t e  i n c o m e  t a x  ("Work O r d e r  

N u m b e r '  1 2 - 1 5 6 1 )

TO:

F R O M : J o h n  B. Chei 

L e g i s l a t i v e

S e n a t o r  D o n

I n  r e s p o n s e  t o  y o u r  f i r s t  r e q u e s t  w i t h  r e s p e c t  t o  a n  

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

c o r p o r a t e  i n v e s t m e n t s ,  I n o t e d  t h a t  26 U . S . C .  50, p r e s e n t l y  

r e f e r r e d  t o  A S  4 3 . 2 0 . 0 3 6 ( b ) ,  w a s ,  i n  f a c t ,  r e p e a l e d ,  e f f e c t i v e  

N o v e m b e r ,  1 9 7 8 .

T h e  p r e s e n t  b i l l ,  p r e v i o u s l y  p r o v i d e d  to y o u ,  c o r r e c t s  t h e  

r e f e r e n c e  t o  t h e  i n v e s t m e n t  c r e d i t  b y  r e m o v i n g  r e f e r e n c e  to 

a " j o b  d e v e l o p m e n t "  p u r p o s e  a n d  b y  ' c i t i n g  t h e  c o r r e c t  c r o s s -  

r e f e r e n c e  i n  t h e  U n i t e d  S t a t e s  I n t e r n a l  R e v e n u e  C o d e  ( 2 6  U . S . C .  

38 ) .  T h e  a d d i t i o n a l  o p e r a t i v e  p r o v i s i o n ,  t h e  k e y  e l e m e n t  o f  

y o u r  f i r s t  r e q u e s t ,  is to a u t h o r i z e  a n  i n c r e a s e  I n  t h e  a m o u n t  

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

f r o m  $ 5 0 0 , 0 0 0  t o  2 0  m i l l i o n  d o l l a r s .  _1/

1J W h e r e ,  g e n e r a l l y ,  t h e  c o s t  o f  a c q u i r i n g  i n c o m e  p r o d u c i n g  

p r o p e r t y  o r  i n t e r e s t  is a c a p i t a l  e x p e n d i t u r e ,  n o t  d e d u c t i b l e  
as a n  o r d i n a r y  a n d  n e c e s s a r y  e x p e n s e  o f  t r a d e  o r  b u s i n e s s  i n  

t h e  y e a r  i n  w h i c h  t h e  e x p e n d i t u r e  i s  m a d e ,  2 6  U . S . C .  3 8  a l l o w s  

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

a n d  e q u i p m e n t  ( i n  a d d i t i o n  t o  t h e  d e p r e c i a t i o n  o t h e r w i s e  

a l l o w a b l e )  t o  e n c o u r a g e  c a p i t a l  i n v e s t m e n t .
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•senat o r  Dor. B e n n e r t  
P age  1
A o r i l  2", 19£*

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

s u b s t i t u t e  r o r  a r e f e r e n c 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  a c t u a l  e r i e c t i v e  d a t e  o f  A S  4 3 . 2 0 . 0 3 6 ( b )  w h e n  o r i g i n a l l y  

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

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

a c t u a _ _s e c t i o n  a n d  s u b s e c t i o n  r e f e r e n c e  f o r  q u a l i f y i n g  

C o d e UU:LOn C O n t r ° •‘• a c i l i t i e s  f o u n d  i n  t h e  I n t e r n a l  R e v e n u e

F i n a l l y ,  t h e  e f f e c t i v e  d a t e  c l a u s e  is s e t  t o  J u l y  1, 1 9 8 0 ,  a 

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

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

b u t  p e ' n r i t t i n g  a t a x p a y e r  to c l a i m  a c r e d i t  f o r  a  q u a l i f y i n g  
i n v e s t m e n t  m a d e  o n  o r  a f t e r  J u l y  1, 1 9 8 0 ,  w i t h o u t  r e g a r d  t o  

t h e  t a x p a y e r ' s  o w n  t a x  y e a r ,  f o r  t h e  r e a s o n s  w h i c h _ I  m o r e  

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

t h e  b i l l .

J B C-.ljb
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T O :  H o n o r a b l e  A 1  A d a m s

C h a i r m a n
H o u s e  F i n a n c e  C o m m i t t e e

F R O M :  M i l t  B a r k e r ,  F i s c a l  A n a l y s t

L e g i s l a t i v e  F i n a n c e  D i v i s i o n

S U B J : F i s c a l  I m p a c t  o f  Ch. 1 1 6 ,  S L A  1 9 8 1

I m p a c t

L a s t  s e s s i o n  c h a n g e s  w e r e  m a d e  i n  t h e  p e t r o l e u m  i n c o m e  t a x  
a n d  s e v e r a n c e  t a x  i n  S B  5 2 4  (ch. 1 1 6 ,  S L A  1 9 8 1 ) .

T a b l e  I p r o j e c t s  F Y  84 p e t r o l e u m  i n c o m e  t a x e s  a n d  s e v e r a n c e  
t a x e s  a s  i f  t h e  o l d  lav/ v/ere s t i l l  I n  p l a c e .  I f  t h a t  w e r e  

t h e  c a s e ,  F Y  84 r e v e n u e s  f r o m  t h e s e  t w o  t a x e s  w o u l d  t o t a l  
$ 2 , 7 7 3 - 4  m i l l i o n ,  u s i n g  t h e  D e p a r t m e n t  o f  R e v e n u e ' s  c u r r e n t  
a s s u m p t i o n s  a b o u t  p r i c e s ,  p r o d u c t i o n s ,  ere.

U n d e r  t h e  n e w  l a w  n o w  i n  p l a c e  a n d  u s i n g  t h e  s a m e  a s s u m p t i o n s ,  
t h e  D e p a r t m e n t  o f  R e v e n u e  p r o j e c t s  F Y  84 r e v e n u e  f r o m  t h e s e  

t w o  t a x e s  a t  $ 2 , 5 7 3 - 4  m i l l i o n  ( s e e  J a n u a r y  1 5 8 2  " R e v e n u e  
S o u r c e s " ).

T h i s  i s  a r e d u c t i o n  i n  F Y  84 r e v e n u e  a s  a r e s u l t  o f  Ch. 1 1 6  

o f  $ 2 0 0 . 0  m i l l i o n .  U s i n g  a m o u n t s  c o n t a i n e d  i n  C o m m i s s i o n e r  
W i l l i a m s '  m e m o  o f  J a n u a r y  13, 1 9 8 2 ,  t h e  c o m b i n e d  l o s s  f o r  
F Y  8 2 - 8 4  i s  $ 4 1 1 . 1  m i l l i o n .

R e v i s i o n  i n  D e p a r t m e n t ' s  A s s e s s m e n t  o f  F i s c a l  H o r s e p o w e r  o f  
A p p o r t i o n m e n t

T h i s  r e p r e s e n t s  a d e t e r i o r a t i o n  f r o m  t h e  a n t i c i p a t e d  r e d u c t i o n  
a t  t h e  t i m e  o f  e n a c t m e n t  o f  Ch. 116.

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

c o r p o r a t e  I n c o m e  t a x  w e r e  b a s e d  o n  p r o p r i e t a r y  d a t a  s u b m i t t e d  
t o  t h e  D e p a r t m e n t  o f  R e v e n u e  b y  A R C O ,  E x x o n ,  a n d  S o h i o .  O n  
t h e  b a s i s  o f  t h i s  d a t a ,  f a c t o r s  w e r e  d e v e l o p e d  f o r  c o n v e r t i n g  
t o t a l  i n c o m e  t a x  l i a b i l i t y  u n d e r  t h e  o l d  l a w ,  A S  4 3 . 2 1 ,  t o  
t h e  n e w  l a w ,  Ch. 1 1 6 .  T h e  r a t i o s  f o r  F Y  83 a n d  F Y  84 w e r e  

. 3 1 1  a n d  . 3 5 3  f o r  I n c o m e  t a x e s  c a l c u l a t e d  o n  a n  a c c r u a l  b a s i s .  

O n  a c a s h  b a s i s ,  t h e  F Y  84 r a t i o  o f  n e w  lav/ r e v e n u e s  t o  o l d  
l a w  r e v e n u e s  c o u l d  h a v e  r e a s o n a b l y  b e e n  e s t i m a t e d  at .34 

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

A G O  7 9 3 0 1 3



H o n o r a b le  A1 Adam s - 2 - J a n u a r y  2 6 , 1982

U n d e r  t h e  o l d  l a w ,  p e t r o l e u m  i n c o m e  t a x e s  a r e  n o w  e s t i m a t e d  at 
$ 1 2 0 8 . 3  m i l l i o n  f o r  F Y  81} o n  a  c a s h  b a s i s  ( f r o m  T a b l e  I) w h i l e  

u n d e r  t h e  n e w  l a w  t h e y  a r e  e s t i m a t e d  at $ 3 6 0 . 0  m i l l i o n  ( f r o m  
" R e v e n u e  S o u r c e s " ) ,  T h e  i m p l i e d  f a c t o r  i s  n o w  .2 9 8 .

A m o r e  g e n e r a l  r u l e  o f  t h u m b  u s e d  l a s t  y e a r  t o  c o n v e r t  o l d  
l a w  i n c o m e  t a x e s  t o  n e w  w a s  t o  t a k e  50% o f  t h e  o l d  l a w  l i a b i l i t y  

a f t e r  a l l o w i n g  a  d e d u c t i o n  f o r  w i n d f a l l  p r o f i t s  t a x e s .  T h i s  
p e r c e n t a g e  w a s  b a s e d  o n  a M a r c h  3, 1 9 8 1  m e m o  f r o m  W i l s o n  C o n d o n .  

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

T a b l e  I I I  i n d i c a t e s  t h a t  t h e  p r o p e r  p e r c e n t a g e  I m p l i e d  by 

c u r r e n t  r e v e n u e  e s t i m a t e s  w o u l d  b e  39$.

T h e  c u r r e n t  r e v e n u e  e s t i m a t e s  t h u s  i m p l y  a 1 3 $  t o  2255 
d o w n w a r d  r e v i s i o n  i n  t h e  D e p a r t m e n t  o f  R e v e n u e ' s  a s s e s s m e n t  
o f  t h e  a b i l i t y  o f  t h e  n e w  i n c o m e  t a x  t o  r a i s e  r e v e n u e .

M e t h o d o l o g y  o f  C u r r e n t  E s t i m a t e s

T h i s  d o w n g r a d i n g  o f  t h e  f i s c a l  h o r s e p o w e r  o f  t h e  n e w  a p p o r t i o n ­
m e n t  i n c o m e  t a x  r e s u l t s  f r o m  n e w  e s t i m a t e s  b y  t h e  D e p a r t m e n t  o f  
R e v e n u e .  T h e s e  e s t i m a t e s  a t t e m p t  t o  c a l c u l a t e  t h e  t a x  as it 

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

a d j u s t e d  f e d e r a l  t a x a b l e  i n c o m e  a n d  s p e c i f i c  a p p o r t i o n m e n t  
f a c t o r s  d e f i n e d  i n  Ch. 116.

H o w e v e r ,  t h e  D e p a r t m e n t ' s  m e t h o d o l o g y  d o e s  n o t  t a k e  i n t o  

c o n s i d e r a t i o n  p r o p o s e d  r e g u l a t i o n  1 5  A A C  1 9 . 1 9 1 ( g ) ,  w h i c h  
w o u l d  i n c l u d e  i n  t h e  p r o p e r t y  a p p o r t i o n m e n t  f a c t o r  l e a s e  b o n u s e s  
a n d  t h e  c a p i t a l i z e d  v a l u e  o f  r o y a l t i e s  (8 t i m e s  t h e  a n n u a l  

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

It s h o u l d  be p o i n t e d  o u t  t h a t  n o  t a x  p a y m e n t s  h a v e  y e t  b e e n
r e c e i v e d  u n d e r  t h e  a p p o r t i o n m e n t  m e t h o d .  A t  t h i s  p o i n t  t h e r e  
is s t i l l  n o  r e a l  w o r l d  e x p e r i e n c e  o n  w h i c h  t o  c a l i b r a t e  e s t i ­

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

a t t a c h m e n t s

c c : H o u s e  D e m o c r a t s

M B : b f

A G O  7 9 8 0 1 4
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T A B L E  I
F Y  8 3 - 8 4  P e t r o l e u m  R e v e n u e s  U n d e r  P r i o r  S t a t u t e s  

U s i n g  C u r r e n t  D e p a r t m e n t  o f  R e v e n u e  A s s u m p t i o n s
($ M i l l i o n s )

(1) (2) (3) (4) (5) (6)

T o t a l T o t a l
(A c c r u a l (C a s h

S a d l e r o c h i t K u p a r u k C o o k  I n l e t T A P S B a s i s ) B a s i s )

F Y  83
R o y a l t y 1 5 7 2 . 8 8 9 . 0 1 0 4  .6 — 1 7 6 6 . 4

S e v e r a n c e 1 2 1 1 . 6 6 8 . 7 31. 8 — 1 3 1 2 . 1
P e t r o l e u m I n c o m e  T a x 8 1 4 . 9 4 0 . 6 5 1 . 7 1 7 9 . 6 1 0 8 6 . 8

F Y  84
R o y a l t y 1 9 2 2 . 1 1 3 7 . 5 1 0 7 . 0 — 2 1 6 6 . 6 2 1 6 6 . 6
S e v e r a n c e 1 4 2 6 . 6 1 0 2 . 2 3 6 . 3 — 1 5 6 5 . 1 1 5 6 5 . 1
P e t r o l e u m I n c o m e  T a x 992. 8 66. 9 5 2 . 7 1 3 6 . 4 1 2 4 8 .  8 1 2 0 8 . 3

N O T E S :

1. R o y a l t y = p r o d u c t i o n f o r  F Y  8 3  a n d  F Y 84 a t  1. 5 0 4  a n d  1 . 4 9 6 m i l l i o n B P D  X  ( p r i c e s  o f

$ 2 3 . 6 2  a n d  2 8 . 9 2  f r o m  " P e t r o l e u m  P r o d u c t i o n  R e v e n u e  F o r e c a s t " ,  A l a s k a  D e p a r t m e n t  o f  
R e v e n u e ,  D e c e m b e r  1 9 8 1  lest f i e l d  c o s t s  o f  70<3 a n d  7 6<t) X .125; f i e l d  c o s t s  a r e  L e g i s ­
l a t i v e  F i n a n c e  e s t i m a t e s ;  p r o d u c t i o n  r a t e s  s u p p l i e d  b y  D e p a r t m e n t  o f  R e v e n u e .
S e v e r a n c e  = p r o d u c t i o n  X  p r i c e s  X . 8 7 5  w o r k i n g  i n t e r e s t  X  . 1 2 2 5  t a x  r a t e  X  E L F  f a c t o r s  o f  
. 8 7 1 8  a n d  . 8 4 2 8  f r o m  Co l .  6, T a b l e  5 o f  " F i s c a l  A n a l y s i s  o f  t h e  P r o p o s e d  B a c k s t o p  T a x  

L e g i s l a t i o n " ,  G r e g g  E r i c k s o n ,  M a y  1 9 8 1 .
I n c o m e  T a x  =  ( p r o d u c t i o n  X  p r i c e s  l e s s  r o y a l t y  a n d  s e v e r a n c e  a n d  C o l s .  3 t h r o u g h  9,
T a b l e  9> " E r i c k s o n " )  X  . 0 9 4  t a x  r a t e .

2 1 R o y a l t y  = p r o d u c t i o n  f o r  F Y  83 a n d  F Y  84 a t  . 0 8 9  a n d  . 1 1 1  m i l l i o n  B P D  X  ( S a d l e r o c h i t
p r i c e s  l e s s  f i e l d  c o s t s  l e s s  $ 1 . 0 0  a d d i t i o n a l  t r a n s p o r t  c o s t )  X  .125; p r o d u c t i o n  r a t e s

s u p p l i e d  b y  D e p a r t m e n t  o f  R e v e n u e .
S e v e r a n c e  = p r o d u c t i o n  X  ( S a d l e r o c h i t  p r i c e s  l e s s  $ 1 . 0 0 )  X  . 8 7 5  w o r k i n g  i n t e r e s t  X 

. 1 2 2 5  t a x  r a t e  X  S a d l e r o c h i t  E L F  f a c t o r s .
I n c o m e  T a x  = [ p r o d u c t i o n  X  ( S a d l e r o c h i t  p r i c e s  l e s s  $ 1 . 0 0 )  l e s s  r o y a l t y  a n d  s e v e r a n c e  

a n d  c o l s .  6 t h r o u g h  8, T a b l e  1 0  " E r i c k s o n " ]  X  . 0 9 4  t a x  r a t e .

3. R o y a l t y  = o i l  p r o d u c t i o n  f o r  F Y  83 a n d  F Y  84 a t  .064 a n d  . 0 5 9 5  m i l l i o n  B P D  X p r i c e s  o f
$ 3 2 . 8 0  a n d  $ 3 5 . 6 4  X  . 1 2 5  p l u s  g a s  r o y a l t i e s ;  f r o m  " P e t r o l e u m  P r o d u c t i o n  R e v e n u e  F o r e c a s t " ,

T a b l e  2.
S e v e r a n c e  = o i l  p r o d u c t i o n  X  p r i c e s  X  . 8 7 5  w o r k i n g  I n t e r e s t  X  . 1 2 2 5  t a x  r a t e  X E L F

( c o n t i n u e d )



f a c t o r s  o f  .27 a n d  .32 d e r i v e d  f r o m  T a b l e  2 o f  " P e t r o l e u m  P r o d u c t i o n  R e v e n u e  F o r e c a s t "  

p l u s  g a s  s e v e r a n c e  t a x e s  f r o m  " P e t r o l e u m  P r o d u c t i o n  R e v e n u e  F o r e c a s t " ,  T a b l e  2.
I n c o m e  T a x  = ( o i l  p r o d u c t i o n  X p r i c e s  p l u s  g a s  r o y a l t i e s  f r o m  " P e t r o l e u m  P r o d u c t i o n  

R e v e n u e  F o r e c a s t "  d i v i d e d  b y  .125 l e s s  r o y a l t y  a n d  s e v e r a n c e  a n d  C o l s .  8 t h r o u g h

10, " E r i c k s o n " )  X  .0 9 4  t a x  r a t e .

I n c o m e  T a x  = [ F Y  83 a n d  F Y  84 t a r i f f s  o f  $ 5 . 6 2  a n d  .$4.74 X ( S a d l e r o c h i t  p l u s  K u p a r u k  
p r o d u c t i o n )  l e s s  C o l s .  4 t h r o u g h  8, T a b l e  11, " E r i c k s o n " ]  X  .0 9 4  r a t e ;  t a r i f f s  f r o m  

" P e t r o l e u m  P r o d u c t i o n  R e v e n u e  F o r e c a s t " .

S u m  o f  C o l s .  1 t h r o u g h  4.

S a m e  a s  Col. 5 e x c e p t  F Y  84 i n c o m e  t a x  = .75 F Y  84 a c c r u a l  b a s i s  i n c o m e  t a x  p l u s  

.25 F Y  83 a c c r u a l  b a s i s  i n c o m e  tax.



TABLE II 

W I N D F A L L  PROFITS TAXES 

UN D E R  C U R RENT D E P ARTMENT OF REVENUE A SSUMPTIONS 

AN D  P R I O R  LAW

(1)
Sadlerochit 

Production 

Subject to Tax

(2)

Base

Price

(3)

W i n d f a l l  

($ Millions)

3347.7

4629.9

,4) (5)

Severance Net

Deduction Windfall

($ Millions) ($ Millions)

(6)

Sadlerochit 

Windf a l l  

Profits Tax

(7)

Cook Inlet 

Windfall 

Profits Taxes

357.5

478.0

2990.2

4151.9

($ Millions) ($ Millions) 

2093.1 361.2

2906.3 365.7

(Millions of Barrels) ($/ Barrel)

FY 83 480.3 16.65

FY 84 477.8 19.23

N O T E S :

1. FY 83 and 84 production at 1.504 and 1.496 m i l l i o n  BPD X  .875 w o r k i n g  interest; production provided by 
Department of Revenue.

'2. Col. 3, Table 7 "Fiscal Analysis of Proposed Backstop Tax Legislation", Gregg Erickson, M a y  1981.

3. (FY 83 and 84 prices of $23.62 and $28.92 from "Petroleum P r o d uction Revenue Forecast", Department of 

Revenue, December 1981 les3 Col. 2) X  Col. 1.

4. Severance taxes from Table I, Col. 1 X  (prices - base prices)/prices

5. Col. 3 - Col. 4

6. Col. 5 X  .7 tax rate.

7. Derived from line 5, Table 17, "Erickson".



FY 83 

FY 84

(1)

Pet r o l e u m  

Income Taxes 

Prior L aw 

(Accrual Basis)

1086.8

1248.8

TABLE III

PET R O L E U M  INCOME TAXES UNDER CURRENT LAW 

VS. PRIOR LAW WI T H  W I N D F A L L  PROFITS TAX DEDUCTION 

USING C U R RENT DEPARTMENT OF REVENUE ESTIMATES 

($ Millions)

(2)

Value of 

Windfall 

Tax 
Deductions

230.7

307.6

(3)

Prior L a w  

Taxes with 

Windfall 
Deductions

856.1

941.2

(4)
Prior Law 

Taxes with 

Windfall 

Deduction 
(Cash Basis)

919.9

(5)

Current L a w  

P etroleum 

Income Tax 

(Cash Basis)

360.0

N O T E S :

1. Col. 5, Ta b l e  I

2. (Col. 6 +  Col. 7, Table II) X  .094 tax rate

3. Col. 1 - Col. 2

4. .25 FY 83 amount .75 FY 84 amount from Col. 3

5. "Revenue Sources", Department of Revenue, January 1982

6. Col, 5 -t Col. 4

(6)

Current L a w  as 

a P e r cent of 

Prior L a w  with 

Wind f a l l  
Dedu c t i o n

39%
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T a b l e  I V

C o m p a r i s o n  o f  P r o p r i e t a r y  F a c t o r s  v.s. 50% R u l e  o f  T h u m b  for E s t i m a t i n g  Ch. 116 Income Ta x e s

($ Millions)

(Accrual)

1402.6 

1535.1

1649.6

P r o p r i e t a r y

F a c t o r

31.1%

35.3%

36.2%

Ch. 116 

In c o m e  T a x  

(Accrual)

436.2 

541.9

597.2

W i n d f a l l

P r o f i t s

D e d u ctions

426.7

483.6

536.3

A S  43.21 

Less 

Windf a l l  

De duction

975.9

1051.5

1113.3

R a t i o  o f  Ch. 116 

To A S  43.21 L e s s  
W i n d f a l l  D e d u c t i o n

44.7%

51.5%

53.6%

A v e r a g e  49.9%

1. T a b l e  17, "Erickson"

2. S e e  t e x t  o f  thi s  memo.

3. Col. 1 x  Col. 2
4. T a b l e  17, "Erickson"

5. Col, i - Col. 4

6. Col. 3 ? Col. 5

T h i s  a n a l y s i s  is b a s e d  o n  T a b l e  17 o f  "Fiscal. A n a l y s i s  o f  t he 

P r o p o s e d  B a c k s t o p  T a x  Legislation", G r e g g  Erickson, M a y  1981 

a n d  use s  p r i c e  a s s u m p t i o n s  the n  current.

P r e p a r e d  by: L e g i s l a t i v e  F i n a n c e

M i l t  B a r k e r  

1/27/82



AUDIT DIVISION
POUCH TV — ALASKA OFFICE BUILDING^ m \ ..

■ FINANCE DIVISION 
POUCH WF —  STATE CAPITOL

H o n o r a b l e  A 1  A dams, Chai r m a n  

H o u s e  F i n ance Committee

M S
FROM: K i l t  Barker, F i s c a l  A n a l y s t

L e g i s l a t i v e  F i n ance D i v i s i o n

S U B J : FY 83 Fiscal Impact of Ch. 116, S L A  1981

A t  your request, I have estimated the FY 83 fiscal impact of c h a nges 

m a d e  last session in the p e t r o l e u m  c o r p o r a t e  i n c o m e  tax and severance 

tax in SB 524 (Ch. 116, S LA 1981). T h e  impact is e s timated us i n g  the 

m e d i u m  price estimates fi*om m y  F e b r u a r y  24, 1932 memo.

Table I (attached) shows that the liquid general funds a v a i l a b l e  for 

FY 82 are $266.6 m i l l i o n  less as a result of that legislation. This 

ignores the potential l iability the state w o u l d  hav e  under the previous 

statutes.

Table I also shows that if the former statutes we r e  still in place, 

exept that income tax d e d u ctions wer e  allowed for w i n d f a l l  profits 

taxes and "warts", the a mount a v a i l a b l e  for FY 83 wo u l d  be $163.9 m i l l i o n  

less than under current statutes. This o c c u r s  p r i n c i p a l l y  b e c a u s e  of 

r e t r o active de d u c t i o n s  c l a imed in FY 82. The r e v enue for FY 83 would 

be greater under prev i o u s  s t a t u t e s  eve n  w i t h  w i n d f a l l  and "warts" d e­

ductions by a p p r o x i m a t e l y  $90 million.

T he amount a v a i l a b l e  under p r e v i o u s  statutes a s  shown in Table I wo u l d  

not n e c e s s a r i l y  be the result of a r epeal of Ch. 116, d e p e n d i n g  on the 

eff e c t i v e  da t e  of the repeal. Since July 1981, s e v e r a n c e  taxes gen e r a l l y  

h a v e  a c c rued at the higher 1 5% rate, u n d i m i n i s h e d  b y  any ELF factor.

T he cor p o r a t e  income faxes also have accrued at a h igher 11% tax r a t e  

for calendar 1931. \ . ?• ■

A G O  7 9 8 0 2 0
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G e n eral Fund B a l a n c e  6/30/81 ^

FY 82

R e v e n u e  2

R o y a l t y  (hot of Permanent Fund) 

Sev e r a n c e

P e t r o l e u m  C o r p o r a t e  Income Tax

P r o p e r t y  Tax

Other

To t a l  Revenue

La p s e  and Loan Repayments 

Ap p r o p r i a t i o n s  ^

Ge n eral Fund B a l ance 6/30/82

FY 83

R e v e n u e  2

R o y a l t y  (Net of Permanent Fund) 

Se verance

P e t r o l e u m  Corp o r a t e  Income Tax

P r o p e r t y  Tax

Other
t

T o t a l  Revenue 
Lo a n  Repayments 1 

A p p r o p r i a t i o n s  4

G e n e r a l  F u n d s  A v a i l a b l e  for A p p r o p r i a t i o n

T A B L E  I

G E N E R A L  FUNDS A V A I L A B L E  F OR A P P R O P R I A T I O N  

M E D I U M  P R I C E  E S T I M A T E  

($ Millions)

Previous Statutes With
Current Statutes Previous Stat u t e s Wind f a l l  & Warts D e d uctions

Liquid Total Liquid To t a l Liquid Total

General General General General General General

Funds Funds Funds Funds Funds Funds

690.8 891.6 690.8 891.6 690.8 891.6

1108.0 1108.0 1108.0 1108.0 1108.0 1108.0

1519.2 1519.2 1127.1 1127.1 1127.1 1127.1

636.7 636.7 936.9 936. 9 573.2 573.2

155.0 155.0 155.0 155.0 155.0 155.0

50 6 . 0 506.0 506.0 5 0 C . 0 506.0 506.0

3722.9 3722.9 3 8 3 1 . 0 3 8 3 1 . 0 3669.3 3669.3

76.0 50.0 76.0 50. 0 76.0 50.0

( 5 6 0 9 . 1 1 (5609.1) (5609.1) (5609.1) (5609.1) (5609.1)

(1321.6) ( 966.6) (1213.3) ( 836.5) (1575.0) (1198.2)

983.9 983.9 983.9 983.9 983.9 983.9

132U.5 132U.5 y75.6 975.6 975.6 975.6

372.6 372.6 876.2 876.2 8C7.6 807.6

157.7 157.7 157.7 157.7 157.7 157.7

527.8 527.8 527.8 527.8 527.8 527.8

3362.5 3362.5 3521.0 3 5 2 1 . 0 3652.2 3652.2

2 6.0 — 26.0 — 26.0 —

(209.2) (209.2) (209.2) (209.2) (20S.2) (209.2)

1 8 5 r 9 2208.7 2122.5 2675.3 1692.0 2066.8
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J . "Ex e c u t i v e  Budget, FY 83", Budget & Management, Office of the Governor.

2. F r o m  Ta b l e  II of this Memo and T a b l e  III of Febr u a r y  24, 1982 Memo of Milt Barker.

3. This is the figure in "Executive Budget, FY 83" increased by $400 m i l l i o n  in Permanent

Fund a p p r o p r i a t i o n s  that had to be d e l eted and reduced by $50 m i l l i o n  that had been 

i ncluded f o r  supplementals,

4. $100 m i l l i o n  for energy and $10J.2 m i l l i o n  for m u n i c i p a l  aid in Ch. 92, SLA 81 and

$8.0 for s enior c i t i z e n  housing in Ch. 76, SLA 81.

MOTES TO TABLE I;



(1)

S a d l e r o c h i t

P r e v i o u s  S t a t u t e s  

FY 82
S e v e r a n c e  1072.2
P e t r o l e u m  C o r p o r a t e  I n c o m e  T a x  703.8

FY 83
S e v e r a n c e  895.5
P e t r o l e u m  C o r p o r a t e  I n c o m e  T a x  566.3

P r e v i o u s  S t a t u t e s  w i t h  W i n d f a l l  P r o f i t s  T a x  
a n d  W a r t s  D e d u c t i o n s

FY 82
S e v e r a n c e  1072.2
P e t r o l e u m  C o r p o r a t e  I n c o m e  T a x  578.3

FY u3
S e v e r a n c e  895.5
P e t r o l e u m  C o r p o r a t e  I n c o m e  T a x  562.1

o
o

>0
coo
r\j

T A B L E  I I  
P R O J E C T E D  P E T R O L E U M  R E V E N U E S  

P R E V I O U S  S T A T U T E S  
($ M i l l  i o n s )

(2) (3) (4)

K u p a r u k  C o ok  I n l e t  TAPS

26.4 28.5
15.9 56.1 191.7

51.8 28.1
27.4 45.9 206.2

26.4 28.5
15.9 24.7 191.7

51.8 28.1
27.4 10.6 206.2

(5) (6) (7)
T o t a l  R e t r o  "Wa r t s "  T o t a l
( A c c r u a l  & W i n d f a l l  ( C a s h
B a s i s )  D e d u c t i o n s  B a s i s

1127.1 —  1127.1
967.5 —  934.9

975.4 —  975.4
845.8 —  876.2

1127.1 -  1127.1
810.6 (244.0)  573.2

975.4 —  975.4
806.3 —  007.4

PREPARED BY:

L e g i s l a t i v e  F i n a n c e  D i  
M a r c h  11,  1982
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NOTES TO TiiBLio I r

1. Severance =  production x (in-value price + field costs) from Table VI of February 24, 1982 
memo frcm Milt Darker x .875 working interest x .1225 tax x ELF from Col. 6, Table 5,
"Fiscal 7\nalysis of the Proposed Backstop Tax Legislation", Gregg Erickson, May 1981.

Income tax - (production x  (in-value price + field cost) less royalty from Table III. of
Barker memo less severance from above less other deductions from "Erickson" Table 9) x .094.

2. Severance = production x (in-value price + field costs) from Table VII of Barker maro x 
.875 working interest x .1225 tax rate x Sadlerochit ELF factors from Col. 6, Table 5 
"Erickson".

Income Tax = (production x (in-value price + field costs) less royalty frcm Table III of
Barker memo less severance from above less other deductions fran "Erickson" Table 10) x .094.

3. Severance = oil production from Col. 2, Table 12 "Erickson" x (Sadlerochit in-value price
•I- $10 per barrel for FY 82 mid FY 03) x .075 working interest x .1225 tax rate x ELF factors 
of .23, and .27 for FY 82-83 derived from data in December 1981 "Petroleum Production Revenue 
Forecast" plus gas severance taxes frcm "Petroleum Production Revenue Forecast."

income Tax = (oil production x price plus gas production x price frcm Table 12 "Erickson" 
less royalty frcm Table III from Barker memo, less severance from above less additional 
deductions from Table 12 "Erickson") x .094.

4. Income Tax = net inccme frcm Col. 8, Table II "Erickson" except FY 83 estimate wliich uses
$2,193.7 million net incane based on a tariff of $6.00 to account for Exxon's reduced tariff
x .094.

5. Sum of columns 1 through 4.

6. Windfall profits tax of $2,016.2 million for FY 81 at a tax rate of .094 = $189.5 FY 81 tax •
benefit for this deduction. This is lagged one quarter of a year to put the benefit on a
collections basis using $10. y million f r o m  "Erickson" Table 17, Note 2 as LL<_: value of
windfall deductions for the last quarter of FY 80. "Warts" deductions for FY 81 and prior
years have a value of $83 million according to the Department of Revenue fiscal note for 
FOCS SB 524.

7. FY 82.and FY 83 severance = Col. 5.

FY 82 and FY 23 inccme tax = Col. 5 inccme tax lagged one quarter plus Col. 6.

8. Previous Statutes with Windfall Profit Tax and Warts Deductions

In this second set of estimates, the Sadlerocliit inccme tax figure allows deduction of 
windfall profits taxes shown in Table III and the Cook Inlet incane tax figures allow 
deductions of windfall profit taxes derived fran Line 5, Table 17, "Erickson".
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FY 82 

FY 83

NOTES :

(1)

WORKING 
INTEREST 

PRODUCTION 
(Millions of 

Darrels)

479.2

479.2

TABLE III
SADLEROCHIT WINDFALL PROFIT TAX ESTIMATES

(2) (3) (4) (5)

WELLHEAD PRICE PER BARREL WINDFALL
BASE
PRICE

NET WINDFALL ($ MILT.IONS) WINDFALL PROFITS TAX ($ MILLIONS)

19.42

16.80

14.92

16.65

1907.9

63.9

1335.6

44.7

1. Assumes production of 1.5 million BPD less 1/0 royalty exempt from windfall profits tax.

2. Frcm Table VI of February 24, 1982 memo frcm Milt Barker.

3. Table 7, Col. 3, "Fiscal Analysis of the Proposed Backstop Tax Legislation," Gregg Erickson, May 1901.
f

4. (Col. 1 x (Col. 2 - Col. 3)) - (Severance taxes frcm Table II) (Col. 2 - Col. 3)/Col. 2.

5. Col. 4 x .7.
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HOUSE CS FOR SENATE B ILL NO. 524 ( F i n a n c e )

I N  THE LEGISLATURE OF THE STATE OF ALASKA 

TWELFTH LEGISLATURE - F IRST ‘"‘SION 

A BILL

Fo r  an A c t  e n t i t l e d :  "An Act  r e l a t i n g  t o  t a x e s ;  and  p r o v i d i n g  f o r  an e f f e c ­

t i v e  d a t e . "

BE I T  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* S e c t i o n  1. AS 43.20.011(e) i s  amended t o  r e a d :

(e) T h e r e  i s  impos ed  f o r  e a c h  t a x a b l e  y e a r  u pon  t h e  e n t i r e  t a x ­

a b l e  i n c ome  o f  e v e r y  c o r p o r a t i o n  d e r i v e d  f rom s o u r c e s  w i t h 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 rma l  t a x  e q u a l  t o  5.4 p e r c e n t  o f  t a x a b l e  i n ­

come,  and a s u r t a x  w h i c h  i s  e q u a l  t o  4.0 p e r c e n t  o f  t a x a b l e  i n c om e ,  e x ­

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

d e r i v e s  i n c ome  f r om  [ENGAGED IN ]  t h e  p r o d u c t i o n  o r  p i p e l i n e  t r a n s p o r t a ­

t i o n  o f  c r u d e  o i l  o r  n a t u r a l  gas i n  t h e  s t a t e  s h a l l  be d e t e rm i n e d  and 

p a i d  i n  a c c o r d a n c e  w i t h  AS 43.21. I n come f r om  s h a r i n g  i n  a r e g i o n a l  

N a t i v e  c o r p o r a t i o n ' s  r e v e n u e  t h a t  i s  r e q u i r e d  t o  be d i v i d e d  u n d e r  

s e c .  7 ( i )  and s e c .  7( j )  o f  t h e  Alaska.  N a t i v e  C l a im s  S e t t l e m e n t  Act  

(P . L .  92-203) i s  t a x a b l e  i n come o f  t h e  r e c i p i e n t  u n d e r  : h i s  c h a p t e r ,  

e x c e p t  t h a t  a r e c i p i e n t  who i s  s u b j e c t  t o  AS 43.21 s h a l l  t r e a t  t h e  

i n c om e  as t a x a b l e  u n d e r  AS 43.21.040. Fo r  t a x  y e a r s  b e g i n n i n g  a f t e r  

December  31, 1979, t h e  s u r t a x  e x em p t i o n  i s  $50,000. For  c o n t r o l l e d

c o r p o r a t i o n s  d e s c r i b e d  i n  s e c s .  1561 - 1563 o f  t h e  I n t e r n a l  Re v enu e  

Code o n l y  one s u r t a x  e x em p t i o n  may be a l l o w e d  f o r  t h e  c o n t r o l l e d  g r o u p .

*  S e c .  2. AS 43.20.036(b) i s  amended t o  r e a d :

(b) For p u r p o s e s  o f  c a l c u l a t i n g  t h e  i n c om 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 ,  t h e  t a x p a y e r  may a p p l y  as a c r e d i t  a g a i n s t  h i s  t a x  l i a b i l i t y  
t h e  [JOB DEVELOPMENT] i n v e s tm e n t  c r e d i t  a l l o w e d  as to  f e d e r a l  t a x e s

-1- HCSSB 524(F in)
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u n d e r  I n t e r n a l  R e v enue  Code s e c .  3S (26 U . S . C .  38) [50] up on  o n l y  t h e

f i r s t  $20,000,000 [$500,000] o f  q u a l i f i e d  i n v e s t m e n t  p u t  i n t o  u s e  i n  

t h e  s t a t e  f o r  e a c h  t a x a b l e  y e a r  [(26 U . S . C .  SEC.  50)] .  T h i s  l i m i t a t i o n  

does n o t  a p p l y  t o  t h e  amounts i n v e s t e d  i n  e q u i pm e n t  w h i c h  meets  t h e  

d e f i n i t i o n  o f  a c e r t i f i e d  p o l l u t i o n  c o n t r o l  f a c i l i t y  as d e f i n e d  u n d e r  

I n t e r n a l  R e venue  Code s e c .  169 (26 U . S . C .  s e c .  169) as i n  e f f e c t  on 

June  19, 1975 [THE EFFECT IVE  DATE OF THIS ACT] e x c e p t  t h a t  t h e  d a t e  

s p e c i f i e d  i n  I n t e r n a l  Revenue  Code [THh.T] s e c t i o n  169(d) as a c o n d i t i o n  

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

does n o t  a p p l y .

*  S e c .  3. AS 43.21.010 i s  amended t o  r e a d :

S e c .  43.21.010. APPLICATION.  T h i s  c h a p t e r  a p p l i e s  t o  e v e r y  c o r ­

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

d u c t i o n  o f  o i l  o r  gas f r om  a l e a s e  o r  p r o p e r t y  i n  t h e  s t a t e  [ , ]  o r  f r om  

t h e  p i p e l i n e  t r a n s p o r t a t i o n  o f  o i l  o r  gas i n  t h e  s t a t e .  The t a x  c a l c u ­

l a t e d  u n d e r  t h i s  c h a p t e r  i s  measu red  by  t h e  t o t a l  t a x a b l e  i n come o f  t h e  

c o r p o r a t i o n  d u r i n g  t h e  t a x  p e r i o d  as d e t e rm i n e d  u n d e r  [DEFINED IN]

AS 43.21.020 - 43.21.040 and i n  c a l c u l a t e d  [DETERMINED] a t  t h e  r a t e s  

e s t a b l i s h e d  u n d e r  AS 43.20.011(e) .

*  S e c .  4. AS 43.21.020(c) i s  amended t o  r e a d :

(c) N e t  i n c om e  f rom o i l  and gas p r o d u c t i o n  s h a l l  be d e t e rm i n e d  by 

t h e  d e p a r tm e n t  by d e d u c t i n g  f r om  g r o s s  i n c om e  t h e  f o l l o w i n g :

(1) r o y a l t i e s  p a i d  i n  k i n d  o r  i n  v a l u e ;

(2) t a x e s  impos ed  u n d e r  AS 43.55 and AS 43.57 w h i c h  a r e  a c ­

t u a l l y  p a i d  o r  i n c u r r e d  by  t h e  c o r p o r a t i o n  on t h e  p r o d u c t i o n  f r om  a 

l e a s e  o r  p r o p e r t y  i n  t h e  s t a t e ;

(3) t a x e s  impos ed  u n d e r  AS 43.56 and AS 29.53 w h i c h  a r e  a c ­
t u a l l y  p a i d  o r  i n c u r r e d  by t h e  c o r p o r a t i o n  on p r o p e r t y  u s ed  d i r e c t l y  i n

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

-2- HCSSB 524(Fin)
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e l u d i n g  p r o p e r t y  used  i n  p r o d u c t i o n ,  g a t h e r i n g ,  t r e a t m e n t ^  o r  p r e p a r a ­

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

p r o p e r t y  t a x  paymen t s  were  due and p a y a b l e  o n l y  a f t e r  t h e  d a t e  o f  com­

m e r c i a l  p r o d u c t i o n  f r om th"  l e a s e  o r  p r o p e r t y  w i t h  w h i c h  t h e  p r o p e r t y  

was a s s o c i a t e d ;

(4) t h e  d i r e c t  c o s t s  i n c u r r e d  by  o r  f o r  t h e  c o r p o r a t i o n  i n  

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

i n g ,  g a t h e r i n g ,  t r e a t i n g ^  o r  p r e p a r i n g  t h e  o: 1 o r  gas f o r  p i p e l i n e  

t r a n s p o r t a t i o n ,  bu t  n o t  o f  any paymen ts  r e c e i v e d  f o r  t h o s e  a c t i v i t i e s  

and n o t  i n c l u d i n g  any  i n d i r e c t  c o s t  o r  o v e r h e a d  e x p e n s e ;

(5) d e p r e c i a t i o n  ( u s i n g  t h e  u n i t  o f  p r o d u c t i o n  me thod o r  

such o t h e r  r e a s o n a b l e  me thods  as t h e  d e p a r tm e n t  may b y  r e g u l a t i o n  e s ­

t a b l i s h '  on p r o p e r t y  us ed  d i r e c t l y  i n  t h e  p r o d u c t i o n ,  g a t h e r i n g ,  t r e a t ­

m e n t ^  o r  p r e p a r a t i o n  o f  t h e  o i l  o r  gas f o r  p i p e l i n e  t r a n s p o r t a t i o n  i n ­

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

p r o p e r t y  a t  a r a t e  n o t  t o  e x c e e d  t h e  a v e r a g e  c o s t  o f  bo r r owed  c a p i t a l  

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

(6) t h e  a m o r t i z a t i o n  o f  l e a s e  a c q u i s i t i o n  paymen t s  and t a x e s  

p a i d  o r  i n c u r r e d  u n d e r  AS 43.56 and AS 29.53 ( i n c l u d i n g  c a p i t a l i z e d  i n ­

t e r e s t  on b o t h )  f o r  o r  on p r o d u c i n g  p r o p e r t i e s  b e f o r e  t h e  commencement 

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

e r t y  i s  b e i n g  us ed ;

(7) i n t e r e s t  ex pen se  o f  t h e  c o r p o r a t i o n ^  n o t  c a p i t a l i z e d  

d u r i n g  c o n s t r u c t i o n ,  t h a t  was p a i d  o r  i n c u r r e d  i n  c o n n e c t i o n  w i t h  p r o p ­

e r t y  i n  A l a s k a ;  h ow e v e r ,  u n l e s s  (f) o f  t h i s  s e c t i o n  a p p l i e s ,  t h e  i n t e r ­

e s t  e x p e n s e  may [TO THE EXTENT THAT I T  DOES] n o t  e x c e e d  t h a t  p o r t i o n  o f  

t h e  t o t a l  i n t e r e s t  p a i d  by  t h e  c o n s o l i d a t e d  b u s i n e s s  o f  w h i c h  t h e  c o r ­
p o r a t i o n  i s  a p a r t ,  d e t e rm 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  i n t e r e s t  [ (RE ­
DUCED BY INTERCOMPANY TRANSACTIONS WITHIN THE CONSOLIDATED BUSINESS)]
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b y  a f r a c t i o n ,  t h e  n um e r a t o r  o f  w h i c h  i s  t h e  v a l u e  o f  t h e  c o r p o r a t i o n ' s  

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

o i l  o r  gas f r om  a l e a s e  o r  p r o p e r t y  i n  t h e  s t a t e  and t h e  d e n om i n a t o r  o f  

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

c o n s o l i d a t e d  b u s i n e s s ;  i n  t h i s  s u b s e c t i o n ,  " t o t a l  i n t e r e s t  p a i d  b y 

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

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

t o  t h e  e x t e n t  t h a t  t h e  i n t e r e s t  e x p e n s e  r e f l e c t s  a p a s s- t h r o u g h  o f  i n ­

t e r e s t  on a t h i r d - p a r t y  b o r r o w i n g  by  t h e  p a r e n t  o r  o t h e r  member o f  t h e  

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

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

t a x p a y e r  c o r p o r a t i o n ;

(8) e x p e n s e s  i n c u r r e d  by  t h e  c o r p o r a t i o n  a f t e r  December  31, 

1977L o f  u n s u c c e s s f u l  e x p l o r a t i o n  o f  o i l  o r  gas i n  t h e  s t a t e  i n c l u d i n g  

t h e  a c q u i s i t i o n  c o s t s  'of ab andoned  p r o p e r t i e s ,  d r y  h o l e  c o s t s ^  and t h e  

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

doned p r o p e r t i e s ;

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

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

o i l  o r  gas f rom a l e a s e  o r  p r o p e r t y  i n  t h e  s t a t e  t o  t h e  e x t e n t , e x c e p t  

as p r o v i d e d  i n  ( f)  o f  t h i s  s e c t i o n ,  t h a t  i t  does n o t  e x c e e d  [THE LESSER 

OF:

(A)] t h a t  p o r t i o n  o f  t h e  t o t a l  g e n e r a l  o v e r h e a d  o r  a d ­

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

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

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

t h e  n um e r a t o r  o f  w h i c h  i s  t h e  v a l u e  o f  t h e  c o r p o r a t i o n ' s  r e a l  and 
t a n g i b l e  p e r s o n a l  p r o p e r t y  u s ed  d i r e c t l y  i n  t h e  p r o d u c t i o n  o f  o i l  
o r  gas f r om  a l e a s e  o r  p r o p e r t y  i n  t h e  s t a t e  and t h e  d e n om i n a t o r
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o f  w h i c h  i s  t h e  v a l u e  o f  a l l  r e a l  and t a n g i b l e  p e r s o n a l  p r o p e r t y  

o f  t h e  c o n s o l i d a t e d  b u s i n e s s j _

(10) t h e  amount  o f  i n c ome  f rom t h e  p r o d u c t i o n  o f  o i l  and gas 

f r om  a l e a s e  o r  p r o p e r t y  t h a t  i s  d i v i d e d  among t h e  r e g i o n a l  N a t i v e  

c o r p o r a t i o n s  u n d e r  s e c .  7 ( i )  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 . 92-203);

(11) t h e  amount  by w h i c h  t h e  t o t a l  t a x  p a i d  o r  i n c u r r e d  by 

t h e  t a x p a y e r  u n d e r  AS 43.58 f o r  l e a s e s  o r  p r o p e r t i e s  i n  t h e  s t a t e  e x ­

c ee ds  t h e  amount  o f  c r e d i t  a l l o w e d  t o  t h e  t a x p a y e r  u n d e r  AS 43.58.041;

(12) t h e  t a x  impos ed  by  s e c .  4986 o f  t h e  I n t e r n a l  Re venu e  

Code t h a t  i s  p a i d  o r  i n c u r r e d  by  t h e  t a x p a y e r  f o r  o i l  p r o d u c t i o n  f rom 

l e a s e s  o r  p r o p e r t i e s  i n  t h e  s t a t e  [, OR

(B) THE SUM OF $0.12 FOR EACH BARREL OF O I L  AND $0.02 

FOR EACH THOUSAND CUBIC FEET OF GAS PRODUCED FROM A LEASE OR PROP­

ERTY IN THE STATE] .

S e c .  5. AS 43.21.020 i s  amended by  a d d i n g  a new s u b s e c t i o n  t o  r e ad :

(f) I f  a c o r p o r a t i o n  d em o n s t r a t e s  t o  t h e  s a t i s f a c t i o n  o f  t h e  d e ­

p a r tm e n t  t h a t  i t  p a i d  o r  i n c u r r e d  a c t u a l  e x p en se s  f o r  i n t e r e s t  o r  f o r  

g e n e r a l  o v e r h e a d  o r  a d m i n i s t r a t i o n  a t t r i b u t a b l e  t o  d e r i v i n g  i n c ome  f rom 

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

an amount  g r e a t e r  t h a n  t h e  amount  d e t e rm i n e d  u n d e r  (c)(7) o r  (c)(9) o f  

t h i s  s e c t i o n ,  t h e  d e p a r tm e n t  may a l l o w  t h e  co r  o r a t i o n  t o  d e d u c t  t h e  

g r e a t e r  am o u n t .

S e c .  6. AS 43.21.040(b) i s  r e p e a l e d  and r e e n a c t e d  to  r e a d :

(b) The t o t a l  t a x a b l e  i n c om e  o f  t h e  c o n s o l i d a t e d  b u s i n e s s  i s  i t s

e n t i r e  i n c om e  l e s s  t h e  p o r t i o n  o f  t h a t  e n t i r e  i n c ome  a t t r i b u t a b l e  t o

w o r l d w i d e  p r o d u c t i o n  and p i p e l i n e  t r a n s p o r t a t i o n  o f  o i l  and g a s .  I n  
t h i s  s e c t i o n ,

(1) f o r  a member o f  a c o n s o l i d a t e d  b u s i n e s s  who i s  r e q u i r e d

“ 5- HCSSB 524(F i n )
A G O  7 9 8 0 3 3



t o  f i l e  u n d e r  t h e  I n t e r n a l  Re venu e  Cod e ,  " e n t i r e  i n c ome"  means t a x a b l e  

i n c ome  u n d e r  S u b t i t l e  F and c h a p t e r  1 o f  S u b t i t l e  A o f  t h e  I n t e r n a l  

R e v en u e  Code o f  1954, as amended ,  e x c e p t  t h a t  t h o s e  p r o v i s i o n s  a d o p t e d  

a f t e r  December  31, 1975, t h a t  ch ange  o r  m o d i f y  e x em p t i o n s  f r om  t a x  a r e  

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

J a n u a r y  1 f o l l o w i n g  t h e  e f f e c t i v e  d a t e  o f  t h e  f e d e r a l  l aw ;

(2) f o r  a member o f  a c o n s o l i d a t e d  b u s i n e s s  who i s  n o t  

r e q u i r e d  t o  f i l e  u n d e r  t h e  I n t e r n a l  Re v enue  C od e ,  " e n t i r e  i n come" means 

book  i n c om e ,  e x c e p t  t h a t  a t a x p a y e r  may e l e c t  t o  r e p o r t  h i s  i n c ome  as 

t h e  i n c om e  w o u l d  be d e t e rm i n e d  u n d e r  (1) o f  t h i s  s u b s e c t i o n .

* S e c .  7. AS 43.21 i s  amended by a d d i n g  a new s e c t i o n  t o  r e a d :

S e c .  43.21.045. CREDITS .  Fo r  p u r p o s e s  o f  c a l c u l a t i n g  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 ,  t h e  t a x p a y e r  may a p p l y  as a c r e d i t  a g a i n s t  

h i s  t a x  l i a b i l i t y  t h e  i n v e s tm e n t  c r e d i t  a l l o w e d  u n d e r  AS 43.20.036(b) 

and AS 43.20.021(d) .

* S e c .  8. AS 43,21.050 i s  amended by  a d d i n g  a new s u b s e c t i o n  t o  r e a d :

(d) I f  t h e  me thods  o f  a l l o c a t i o n  and a p p o r t i o n m e n t  p r o v i d e d  i n  

t h i s  c h a p t e r  do n o t  f a i r l y  r e p r e s e n t  the. e x t e n t  o f  a c o r p o r a t i o n ' s  

b u s i n e s . s  a c t i v i u y  i n  t h e  s t a t e ,  t h e  c o r p o r a t i o n  may p e t i t i o n  f o r  o r  t h e  

d e p a r tm e n t  may r e q u i r e ,  i n  r e s p e c t  t o  a l l  o r  an y  p a r t  o f  t h e  c o r p o r a ­

t i o n ' s  b u s i n e s s  a c t i v i t y ,  i f  r e a s o n a b l e ,  t h e  emp l o ymen t  o f  any  me thod  

a u t h o r i z e d  u n d e r  a r t .  I V ,  s e c .  18, o f  t h e  m u l t i s t a t e  t a x  compact  

(AS 43.19.010) t o  e f f e c t u a t e  an e q u i t a b l e  a l l o c a t i o n  and a p p o r t i o n m e n t  

o f  t h e  c o r p o r a t i o n ' s  i n c om e .  The c o m m i s s i o n e r  s h a l l  i n c l u d e  i n  h i s  

a n n u a l  r e p o r t  r e q u i r e d  i n  AS 43.21.110 a r e p o r t  on a l l  r e l i e f  g r a n t e d  

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

c ha ng es  i n  t a x  l i a b i l i t y  r e s u l t i n g  f r om  th e  g r a n t i n g  o f  r e l i e f ,  t h e  t a x  

y e a r s  i n v o l v e d ,  and a d e s c r i p t i o n  o f  t h e  me t hod  o f  d e t e r m i n i n g  t a x a b l e  
i n c om e  t h a t  was s u b s t i t u t e d  f o r  t h o s e  p r o v i d e d  i n  t h i s  c h a p t e r .
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* S e c .  9. AS 43.21.070 i s  amended t o  r e a d :

S e c .  43.21.070. PAYMENT OF TAX. The 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  t o  t h e  d e p a r tm e n t  on o r  b e f o r e  S ep tembe r  30 o f  e a c h  y e a r  

o r  i n  i n s t a l l m e n t s  , i n c l u d i n g ;  p r e paymen ts  o f  e s t i m a t e d  t a x ,  a t  t h e  

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

q u i r e .  T h i s  t a x  i s  p a y a b l e  on t h e  due d a t e  s e t  o u t  i n  t h i s  s e c t i o n  

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

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

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

. * Se c .  10. AS 43.58 i s  amended by a d d i n g  new s e c t i o n s  t o  r e a d :

S e c .  43.58.011. FINDINGS AND PURPOSES. (a) The l e g i s l a t u r e  

f i n d s  t h a t

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

f a c i l i t i e s  p r o v i d e d  by  t h e  s t a t e  g o v e r nmen t  t o  i t s  c i t i z e n s  has be en  

much b e l o w  t h e  l e v e l  p r o v i d e d  by e t h e r  s t a t e s  t o  t h e i r  c i t i z e n s ,  and 

t h i s  i n a d e q u a c y  has  b e e n  t h e  r e s u l t  o f  i n s u f f i c i e n t  s t a t e  r e v e n u e s ;

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

and p u b l i c  f a c i l i t i e s  f a r  b e l o w  t h a t  w h i c h  A l a s k a n s  a r e  r e a s o n a b l y
l

e n t i t l e d  t o  e x p e c t ,  and t h e s e  unmet  needs  i n c l u d e  i n a d e q u a t e  p u b l i c  

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

p r o g r ams ,  i n a d e q u a t e  c ommun i c a t i o n s  f a c i l i t i e s ,  i n a d e q u a t e  p u b l i c  

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

b u r d e n e d  j u s t i c e  f a c i l i t i e s ,  and i n a d e q u a t e  e n e r g y  f a c i l i t i e s ,  and an 

economy o v e r l y  d e p e n d e n t  on n o n r e n ew a b l e  r e s o u r c e  d e v e l o pm e n t ;

(3) w i t h  t h e  i n c r e a s e d  r e v e n u e s  t h a t  h a v e  r e s u l t e d  f rom 

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

a c t i n g  on b e h a l f  o f  a l l  t h e  p e o p l e  o f  A l a s k a ,  has  embarked upon  a l e g ­

i s l a t i v e  p r og r am i n t e n d e d  to  b e g i n  f u l f i l l i n g  some o f  t h e  unmet p u b l i c  
needs  d e s c r i b e d  i n  (2) o f  t h i s  s u b s e c t i o n ,  and i t  w i l l  t a k e  many y e a r s
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of e x p e n d i t u r e s  at c u r r e n t  or i n c r e a s e d  levels to m e e t  these needs;

(4) a p a r t  of this p r o g r a m  includes p r e p a r i n g  for the time 

w h e n  the r e v e n u e s  d e r i v e d  from A l a ska's n o n r e n e w a b l e  r e s o u r c e s  b e g i n  to 

d e cli ne and this p r e p a r a t i o n  includes f u n d i n g  of the A l a s k a  p e r m a n e n t  

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

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

(5) t h e r e  is p r e s e n t l y  p e n d i n g  in the courts l i t i g a t i o n  

br o u g h t  by c e r t a i n  taxpa yers c h a l l e n g i n g  the c o n s t i t u t i o n a l i t y  of the 

Oil and Gas C o r p o r a t e  Income T a x  (AS 43.21), and if the taxpayers in 

that l i t i g a t i o n  are successful, the future r e v e n u e s  a v a i l a b l e  to meet 

the importa nt p u b l i c  needs descri bed in (2) of this s u b s e c t i o n  will be 

s i g n i f i c a n t l y  d i m i n i s h e d ;

(6) it is in the p u b l i c  interes t to p r o v i d e  a n  a l t e r n a t i v e  

means of g e n e r a t i n g  r e v e n u e s  s u f f i c i e n t  to m e e t  the state's p r e s e n t  and 

future needs if the constitution'll c h a l l e n g e  to AS 43.21 is successful;

(7) i m p o s i n g  additi o n a l  or a l t e r n a t i v e  s tate taxes u p o n  

small b u s i n e s s e s  and n e w l y  d e v e l o p i n g  i n d u s t r i e s  in A l a s k a  w o u l d  ha ve a 

s i g n i f i c a n t l y  a d v e r s e  impact u p o n  those b u s i n e s s e s  and w o u l d  be c o u n­

ter p r o d u c t i v e  to e f forts to e n c o u r a g e  e c o n o m i c  div ers i f i c a t i o n ;

(8) the level of t a x ation c u r r e n t l y  i m p o s e d  b y  the state on 

the oil i n d u s t r y  does not impose an u n d u e  b u r d e n  on that i n d us try and 

has not d i s c o u r a g e d  e x p l o r a t i o n  a nd d e v e l o p m e n t  of oil r e s o u r c e s  in 

A 1 a s k a ;

(9) d e v e l o p m e n t  of natural gas r e s o u r c e s  in A l a s k a  has 

lagged b e h i n d  oil d e v e l o p m e n t  in the state and a d d i t i o n a l  or a l t e r n a­

tive taxes on the natural gas i n d ustry may d i s c o u r a g e  f u t u r e  natural 

gas d evelopment;

(10) the i m p o s i t i o n  of a p r o p e r t y  tax on oil r e s erves w i t h  a 

credit for income taxes paid will best p r o v i d e  s u f f i c i e n t  a l t e r n a t i v e
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r e v e n u e s  w i t h o u t  d i s c o u r a g i n g  e c o n om i c  d i v e r s i f i c a t i o n  and w i t h o u t  

d i s c o u r a g i n g  p r e s e n t  o r  f u t u r e  e x p l o r a t i o n  and d e v e l o pm e n t  o f  o i l  

r e s o u r c e s ;

(11) i t  a p p e a r s  t h a t  t h e  C ongr es s  o f  t h e  U n i t e d  S t a t e s  has 

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

r e c e i v e d  u n d e r  t h e  A l a s k a  N a t i v e  C l a im s  S e t t l e m e n t  Ac t  o n l y  t o  l o c a l  

g o v e r nm e n t s ,  f o r  a 20-year p e r i o d ,  and t h a t  a s t a t e  t a x  on d e v e l o p e d  o r  

l e a s e d  p r o p e r t y  r e c e i v e d  u n d e r  t h e  A l a s k a  N a t i v e  C l a im s  S e t t l e m e n t  Ac t  

w ou l d  be i n  c o n f l i c t  w i t h  t h e  i n t e n t  and p u r p o s e  o f  t h a t  A c t .

(b) The p u r p o s e s  o f  t h i s  Ac t  a re  t o

(1) e n a c t  a t a x  t h a t  w i l l  g e n e r a t e  s u f f i c i e n t  r e v e n u e s  t o

(A) meet  any  j u d gm en t  t h a t  m i g h t  be r e n d e r e d  a g a i n s t

t h e  s t a t e  i n  t h e  l i t i g a t i o n  c o n c e r n i n g  t h e  O i l  and Gas C o r p o r a t e  

I n c ome  Tax ;  and

(E) p r o v i d e  r e v e n u e  c om p a r a b l e  t o  t h e  p r e s e n t  and 

p r o j e c t e d  f u t u r e  r e v e n u e s  d e r i v e d  f r om  AS 43,21 i f  che O i l  and Gas 

C o r p o r a t e  I n c om e  Tax  i s  f o u n d  t o  be u n c o n s t i t u t i o n a l ;

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

s u b j e c t  t o  t h e  O i l  and Gas C o r p o r a t e  I n come Tax (AS 43,21) by g r a n t i n g  

a c r e d i t  o f  t a x e s  p a i d  u n d e r  AS 43.21 f o r  t h o s e  p e r s o n s  s u b j e c t  t o  t h e  

o i l  r e s e r v e s  p r o p e r t y  t a x ;

(3) a v o i d  d i s c o u r a g i n g  f u t u r e  e x p l o r a t i o n  and d e v e l o pm e n t  o f

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

p r o d u c t i o n ;

(4) a v o i d  d i s c o u r a g i n g  t h e  d e v e l o pm e n t  o f  e c o n om i c  d i v e r ­

s i f i c a t i o n  and t h e  d e v e l o pm e n t  o f  n a t u r a l  gas p r o d u c t i o n  i n  t h e  s t a t e ;

(5) a v o i d  c r e a t i n g  a c o n f l i c t  w i t h  f e d e r a l  l aw  by  e x em p t i n g

f rom t h i s  t a x  p r o p e r t y  r e c e i v e d  u n d e r  t h e  A l a s k a  N a t i v e  C l a im s  S e t ­
t l e m e n t  A c t .
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Se c .  43.58.021. AD VALOREM TAX. (a) B e g i n n i n g  J u l y  1, 1981, an 

a n n u a l  t a x  i s  l e v i e d  e a c h  t a x  y e a r  on t h e  f u l l  and t r u e  v a l u e  o f  t a x ­

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

(b) The r a t e  o f  l e v y  i s  25 m i l l s ,  u n l e s s  a d i f f e r e n t  r a t e  i s  e n ­

a c t e d  f o r  a t a x  y e a r  no l a t e r  t h a n  t h e  l a s t  day o f  F e b r u a r y  i n  t h a t  t a x  

y e a r .

S e c .  43.58.031. EXEMPTIONS. (a) The f o l l o w i n g  p r o p e r t y  t h a t  

wou l d  o t h e r w i s e  be t a x a b l e  p r o p e r t y  i s  exempt  f r om  t a x a t i o n  u n d e r  t h i s  

c h a p t e r :

(1) p r o p e r t y  o f  t h e  U n i t e d  S t a t e s  o r  t h e  s t a t e ;

(2) p r o p e r t y  exempt  f rom s t a t e  t a x a t i o n  u n d e r  t h e  l aws  o f  

t h e  U n i t e d  S : a t es  i n c l u d i n g  t h e  e x em p t i o n  o f  p r o p e r t y ,  w h e t h e r  o r  n o t  

d e v e l o p e d  o r  l e a s e d  t o  t h i r d - p a r t i e s ,  u n d e r  s e c .  21(d) o f  t h e  A l a s k a  

N a t i v e  C l a im s  S e t t l e m e n t  Ac t  ( P . L .  92-203, 85 S t a t .  688, 43 U . S . C .  

1601, e t .  s e q . ) ;

(3) t h a t  p o r t i o n  o f  t h e  f u l l  and t r u e  v a l u e  o f  t a x a b l e  p r o p ­

e r t y  a t t r i b u t a b l e  t o  gas r e s e r v e s .

(b) N o t w i t h s t a n d i n g  t h e  e x em p t i o n s  f r om  t a x a t i o n  a u t h o r i z e d  by

(a) o f  t h i s  s e c t i o n ,  a l e a s e h o l d  o r  s i m i l a r  i n t e r e s t  h e l d  by  a t h i r d  

p a r t y  i n  p r o p e r t y  d e s c r i b e d  i n  (a)(1) o r  (a)(2) o f  t h i s  s e c t i o n  i s  

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

Se c .  43.58.041. CREDITS .  (a) The amount  o f  t a x  u n d e r  AS 43.21 

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

p a y e r ' s  c o n s o l i d a t e d  b u s i n e s s  f o r  t a x  p e r i o a s  u n d e r  AS 43.21 b e g i n n i n g  

a f t e r  December  31, 1980, i s  a l l o w e d  as a c r e d i t  a g a i n s t  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 n  t h e  t a x  y e a r  f o r  t h e  t a x p a y e r ' s  t a x a b l e  p r o p e r t y .  

The c r e d i t  may n o t  e x c e e d  t h e  t o t a l ,  amount o f  t a x  due f o r  t h e  t a x  y e a r  

u n d e r  t h i s  c h a p t e r  f o r  a l l  o f  t h e  t a x p a y e r ' s  t a x a b l e  p r o p e r t i e s .
(b) I n  a d d i t i o n  t o  t h e  c r e d i t  a l l o w e d  u n d e r  (a) o f  t h i s  s e c t i o n ,
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t

t h e  amount o f  t a x  p a i d  u n d e r  AS 43,21 by  a t a x p a y e r  o r  t h e  t a x p a y e r ' s  

c o n s o l i d a t e d  u u s i n e s s  b e f o r e  J u l y  1, 1981, i s  a l l o w e d  as a c r e d i t

a g a i n s t  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  f o r  t h e  t a x p a y e r ' s  t a x a b l e  

p r o p e r t i e s .

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

t h e  c r e d i t  a l l o w e d  u n d e r  (a) o f  t h i s  s e c t i o n  s h a l l  be  a p p l i e d  b e f o r e  

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

t h i s  s e c t i o n  s h a l l  be a p p l i e d  o n l y  t o  t h e  e x t e n t  t h a t  t h e  c omb i n ed  

amount  o f  a p p l i e d  c r e d i t  u n d e r  (a) and (b) o f  t h i s  s e c t i o n  does n o t  e x ­

c ee d  t h r e e - q u a r t e r s  o f  t h e  t o t a l  amount o f  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  f o r  a l l  o f  t h e  t a x p a y e r ' s  t a x a b l e  p r o p e r t i e s .  I f  t h e  amount  o f  t h e  

c r e d i t  u n d e r  (b) o f  t h i s  s e c t i o n  exceed s  t h e  amount  t h a t  may be a p p l i e d

f o r  a t a x  y e a r  a g a i n s t  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 ,  t h e  e x c e s s

c r e d i t  u n d e r  (b) o f  t h i s  s e c t i o n  may be c a r r i e d  f o r w a r d  and a p p l i e d  i n  

s u b s e q u e n t  t a x  y e a r s  u n t i l  i t  has  b e e n  e x h a u s t e d .

(d) For  p u r p o s e s  o f  d e t e r m i n i n g  and a p p l y i n g  c r e d i t s  u n d e r  (a) 

and  (b) o f  t h i s  s e c t i o n ,  t a x  p a i d  by a t a x p a y e r  u n d e r  AS 43.20 s h a l l  be 

t r e a t e d  t h e  same as i f  i t  h a d  b e e n  p a i d  u n d e r  AS 43.21, b u t  o n l y  i f  t h e  

t a x p a y e r  w o u l d  h a v e  b e e n  s u b j e c t  t o  AS 43.21 had  t h e  t a x p a y e r  b e e n  a 

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

S e c .  43.58.051. REDETERMINATION OF L I A B I L I T Y .  I f  t h e  i n c ome  t a x

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

AS 43.20 o r  AS 43.21 f o r  a t a x  p e r i o d  i s  r e d e t e r m i n e d  and a d j u s t e d  

a f t e r  t h e  c r e d i t  f o r  t h a t  t a x  p e r i o d  has be en  a p p l i e d  u n d e r  AS 43.58.- 

041, o r  i f  t h e  i n c ome  t a x  l i a b i l i t y  o f  t h e  t a x p a y e r  o r  t h e  t a x p a y e r ' s  

c o n s o l i d a t e d  b u s i n e s s  i s  r e d e t e r m i n e d  u n d e r  AS 43.20 and a d j u s t e d  a f t e r  

t h e  c r e d i t  f o r  t h a t  t a x  p e r i o d  has b e e n  a p p l i e d  u n d e r  AS 43.58.041, 

t h e n  t h e  t a x p a y e r ' s  t a x  l i a b i l i t y  u n d e r  t h i s  c h a p t e r  f o r  t h e  t a x  y ea r  
i n  w h i c h  t h e  c r e d i t  was a p p l i e d  s h a l l  be r e d e t e r m i n e d ,  t a k i n g  i n t o
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a c c o u n t  t h e  a d j u s tm e n t  t o  t h e  t a x p a y e r ’ s i n c ome  t a x  l i a b i l i t y .

Sec .  43.58.061. ASSESSMENT. (a) H i e  d e p a r tm e n t  s h a l l  a s se s s  

t a x a b l e  p r o p e r t y  u n d e r  t h i s  c h a p t e r  t o  t h e  ovmer o f  i t  a t  i t s  f u l l  and 

t r u e  v a l u e  as o f  J u l y  1 o f  e a c h  t a x  y e a r .

(b) The f u l l  and  t r u e  v a l u e  o f  t a x a b l e  p r o p e r t y  u n d e r  t h i s  c h a p ­

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

r e s e r v e s  i n  an ope n  ma r k e t  and u n d e r  t h e  t h e n  p r e v a i l i n g  ma rke t  c o n ­

d i t i o n s  i n  a s a l e  b e tw e e n  a w i l l i n g  s e l l e r  and a w i l l i n g  b u y e r  b o t h  

c o n v e r s a n t  w i t h  t h e  p r o p e r t y  and w i t h  p r e v a i l i n g  v a l u e s .  I n  d e t e r m i n ­

i n g  t h i s  v a l u e ,  t h e  d e p a r tm e n t  s h a l l  c o n s i d e r  a l l  f a c t o r s  t h a t  may be

known by  t h e  d e p a r tm e n t  t o  a f f e c t  t h e  v a l u e  o f  t a x a b l e  p r o p e r t y ,  i n ­

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

f u t u r e  n e t  i n c om e  f r om  t h e  p r o v e n  r e s e r v e s  o f  t h e  t a x a b l e  p r o p e r t y .

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

men t  may n o t  i n c l u d e  t h e  a s s e s s e d  v a l u e  o f  p r o p e r t y  s u b j e c t  t o  t a x  u n ­

de r  AS 43.56.

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

a b l e  p r o p e r t y  t o  i t s  p r e s e n t  v a l u e  u n d e r  (b) o f  t h i s  s e c t i o n ,  t h e  de-
i

p a r tm e n t  s h a l l  p r e sume  t h a t  t h e  a p p r o p r i a t e  d i s c o u n t  r a t e  i s  11.6 p e r ­

c e n t a g e  p o i n t s  a bo v e  t h e  r a t e  o f  i n f l a t i o n  i m p l i c i t  in. t h e  GNP d e f l a t o r  

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

A t a x p a y e r  may r e b u t  t h i s  p r e s u m p t i o n  o n l y  by p r o v i n g  t o  t h e  d e p a r tm e n t  

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

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

f r a u d .  I n  t h i s  s u b s e c t i o n ,  "GNP d e f l a t o r "  means t h e  d e f l a t o r  f o r  t he  

g r o s s  n a t i o n a l  p r o d u c t  p u b l i s h e d  b y  t h e  U n i t e d  S t a t e s  D ep a r tm en t  o f  

Commerce .

S e c .  43.58.071. ASSESSMENT ROLL. The d e p a r tm e n t  s h a l l  p r e p a r e  
a n n u a l l y  t h e  a s s e s sm en t  r o l l  f o r  t a x a t i o n  u n d e r  t h i s  c h a p t e r .  The r o l l
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s h a l l  c o n t a i n :

(1) a d e s c r i p t i o n  o f  a l l  t a x a b l e  p r o p e r t y ;

(2) t h e  a s s e s s e d  v a l u e  o f  a l l  t a x a b l e  p r o p e r t y ;  and

(3) t h e  names and a d d r e s s e s  o f  p e r s o n s  ow n i n g  o r  o t h e r w i s e

h o l d i n g  an i n t e r e s t  i n  t a x a b l e  p r o p e r t y .

Se c .  43.58.081. ASSESSMENT NOT ICE .  On o r  b e f o r e  O c t o b e r  15 o f  

e a c h  t a x  y e a r ,  t h e  d e p a r tm e n t  s h a l l  s end  to  e v e r y  owner  o f  t a x a b l e  

p r o p e r t y  named i n  t h e  a s s e s sm en t  r o l l  a n o t i c e  o f  a s s e s sm en t  s h ow i n g

t h e  a s s e s s e d  v a l u e  o f  t h e  p r o p e r t y .  The n o t i c e  o f  a s s e s sm en t  i s  e f f e c ­

t i v e  on t h e  d a t e  o f  i t s  m a i l i n g .

S e c .  43.58.091. APPEAL. (a) A p e r s o n  a g g r i e v e d  b y  t h e  a c t i o n  o f  

t h e  d e p a r tm e n t  i n  mak i n g  an a s s e s sm en t  may a p p e a l  t h a t  a c t i o n  and  o b ­

t a i n  a f o rm a l  h e a r i n g  upon  i t s  v a l i d i t y  b e f o r e  t h e  d e p a r tm e n t  by f i l i n g

w r i t t e n  o b j e c t i o n s  t o  t h e  a s s e s sm en t  n o t  l a t e r  t h a n  20 days a f t e r  t h e  

e f f e c t i v e  d a t e  o f  t h e  a s s e s sm en t  n o t i c e .

(b) The p r o c e d u r e s  f o r  c o n d u c t  o f  t h e  f o rm a l  h e a r i n g  sb i l l  be i n

a c c o r d a n c e  w i t h  AS 43.05.240. At t h e  h e a r i n g  t h e  a p p e l l a n t  be i r s  t h e  

b u r d e n  o f  p r o o f .  I n  t h e  a b s e n c e  o f  t h i s  p r o o f  t h e  a s s e s sm en t  i s  to be 

u p h e l d  by t h e  d e p a r tm e n t .  I f  t h e  d e p a r tm e n t ,  a f t e r  h e a r i n g ,  d e t e rm i n e s  

t h a t  a c o r r e c t i o n  o f  t h e  a s s e s sm en t  i s  w a r r a n t e d ,  t h e  d e p a r tm e n t  s h a l l  

c o r r e c t . t h e  a s s e s smen t  and t h e  a s s e s sm en t  r o l l .

(c) W i t h i n  30 days a f t e r  t h e  d e c i s i o n  by  t h e  d e p a r tm e n t  f o l l o w i n g  

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

p e r i o r  c o u r t .

S e c .  43.58.101. CERT I F ICAT ION .  On o r  b e f o r e  F e b r u a r y  1 o f  t h e  

t a x  y e a r ,  t h e  d e p a r tm e n t  s h a l l  c e r t i f y  t h e  f i n a l  a s s e s sm en t  r o l l .  The 

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

r e t u r n  and p a y i n g  t a x  on t h e  t a x a b l e  p r o p e r t y  a s t a t e m e n t  o f  t h e  amount 
o f  t a x  due no l a t e r  t h a n  March  15 o f  t h e  t a x  y e a r .
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Se c .  43.58.111. SUPPLEMENTAL ASSESSMENT ROLLS. The d e p a r tm e n t  

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

r o l l ,  p r e p a r e  a s u p p l e m e n t a l  a s s e s sm en t  r o l l  t o  i n c l u d e  p r o p e r t y  o m i t t e d  

f r om  t h e  o r i g i n a l  r o l l  and p r o p e r t y  f rom w h i c h  c om m e r c i a l  p r o d u c t i o n  

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

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

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

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

t h e  t a x  y e a r  p r e c e d i n g  t h e  commencement o f  c om m e r c i a l  p r o d u c t i o n  f rom 

t h e  p r o p e r t y .

S e c .  43.58.121. INVEST IGAT ION.  (a) The d e p a r tm e n t  may make an 

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

e r t y  f o r  w h i c h  no r e t u r n  ha s  b e e n  f i l e d .  I n  e i t h e r  c a s e ,  t h e  d e p a r t ­

ment  s h a l l  make i t s  own v a l u a t i o n  o f  t h e  t a x a b l e  p r o p e r t y ,  w h i c h  i s  

p r im a  f a c i e  e v i d e n c e  o f  f u l l  and t r u e  v a l u e .

(b) An emp lo y e e  o r  a g e n t  o f  t h e  d e p a r tm e n t  may e n t e r  any p r em i s e s  

n e c e s s a r y  f o r  t h e  i n v e s t i g a t i o n  d u r i n g  r e a s o n a b l e  h o u r s  and may ex am in e

p r o p e r t y  and o t h e r  a p p r o p r i a t e  r e c o r d s .  The owner  o f  t a x a b l e  p r o p e r t y ,
*

up on  r e q u e s t ,  s h a l l  f u r n i s h  t o  t h e  emp lo y ee  o r  a g e n t  o f  t h e  d e p a r tm e n t  

r e a s o n a b l e  a s s i s t a n c e  r e q u i r e d  f o r  t h e  i n v e s t i g a t i o n .  I f  an emp l o y e e  

o r  a g e n t  o f  t h e  d e p a r tm e n t  s e e k i n g  to  e n t e r  any p r e m i s e s  n e c e s s a r y  f o r  

an i n v e s t i g a t i o n  u n d e r  t h i s  s e c t i o n  o r  t o  o b t a i n  r e a s o n a b l e  a s s i s t a n c e  

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

a s s i s t a n c e ,  t h e  s u p e r i o r  c o u r t  may,  a f t e r  r e a s o n a b l e  n o t i c e  t o  and 

h e a r i n g  o f  t h e  owner ,  o r d e r  t h e  owner  t o  a l l o w  t h e  e n t r y  o r  t o  f u r n i s h  

t h e  a s s i s t a n c e .

(c) Fo r  t h e  p u r p o s e  o f  t h e  i n v e s t i g a t i o n ,  t h e  own e r ,  o p e r a t o r ,  or 

o t h e r  p e r s o n  f i l i n g  a r e t u r n  and p a y i n g  t h e  t a x  on t h e  t a x a b l e  p r o p e r t y  
o r  h i s  r e p r e s e n t a t i v e  may be r e q u i r e d  t o  p r e s e n t  h i m s e l f  f o r  exam ina-
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S e c .  43.58.131. L IMITAT IONS ON ASSESSMENT, COLLECTION,  AND REFUND 

OF TAXES. The l i m i t a t i o n s  on a s s e s sm e n t ,  c o l l e c t i o n ,  and r e f u n d  o f  

t a x e s  u n d e r  AS 43.05.260, 43.05.270, and 43.05.275 a p p l y  t o  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  e x c e p t  t h a t  a r e d e t e r m i n a t i o n  o f  t a x  u n d e r  

AS 43.58.041(d) i s  n o t  s u b j e c t  t o  t h e s e  l i m i t a t i o n s .

Sec .  43.58.141. RETURNS AND PAYMENT OF TAX. (a) A r e t u r n  o f  

t a x a b l e  p r o p e r t y  s h a l l  be s u b m i t t e d  no l a r e r  t h a n  Augus t  1 on t h e  f o rm 

p r e s c r i b e d  by t h e  d e p a r tm e n t  b a s e d  on p r o p e r t y  v a l u e s  e x i s t i n g  on
4

J u l y  1 o f  e a c h  t a x  y e a r

(1) by  a p e r s o n  who i s  t h e  owner  o f  t h e  p r o p e r t y ,  or  who 

c o n t r o l s  t h a t  p r o p e r t y  as a g e n t ,  or  on a c c o u n t  o f  any  o t h e r  p e r s o n ;

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

p r o p e r t y  b e l o n g i n g  t o  a m i n o r  o r  o t h e r  p e r s o n ;

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

t y  i n  t r u s t  f o r  t h e  b e n e f i t  o f  a n o t h e r  p e r s o n ;

(4) by  t h e  e x e c u t o r  o r  a d m i n i s t r a t o r  o f  a d e c e a s e d  p e r s o n ' s  

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

(5) by  t h e  r e c e i v e r  o f  a c o r p o r a t i o n  h a v i n g  t a x a b l e  p r o p e r t y .
I

(b) The p e r s o n  r e q u i r e d  to  s u bm i t  t h e  r e t u r n  s p e c i f i e d  u n d e r  (a) 

o f  t h i s  s e c t i o n  i s  p r i m a r i l y  l i a b l e  f o r  paymen t  o f  t h e  t a x  l e v i e d  by

t h i s  c h a p t e r .  The p e r s o n s  o r  e s t a t e s  s p e c i f i e d  i n  (a)(2) - (5) o f  t h i s

s e c t i o n  i n  whose b e h a l f  t h e  t a x  l e v i e d  by t h i s  c h a p t e r  i s  t o  be p a i d  

a r e  s e c o n d a r i l y  l i a b l e  f o r  paymen t  o f  t h e  t a x .  W i t h  t h e  w r i t t e n  a p ­

p r o v a l  o f  t h e  d e p a r tm e n t ,  an o p e r a t o r  o r  n o n o p e r a t o r  o f  t h e  l e a s e  or 

p r o p e r t y  may s u bm i t  r e t u r n s  o r  make payment  o f  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  on b e h a l f  o f  h i m s e l f  and s u c h  o t h e r  p e r s o n s  as t h e  d e p a r t ­

ment  may a p p r o v e .

(c) The 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  t o  t h e  d epa r t-

t i o n  u n d e r  o a t h  b y  t h e  d e p a r t m e n t .
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ment on o r  b e f o r e  J u ne  30 o f  e a c h  t a x  y e a r  o r  i n  i n s t a l l m e n t s ,  i n c l u d ­

i n g  p r e p a ym e n t s ,  a t  t h e  t i m e s  and u n d e r  t h e  c o n d i t i o n s  t h e  d e p a r tm e n t  

may by r e g u l a t i o n  r e q u i r e .  T h i s  t a x  i s  p a y a b l e  on t h e  due d a t e  s e t  o u t  

i n  t h i s  s u b s e c t i o n  o r  a t  t h e  t im e s  r e q u i r e d  by  t h e  d e p a r tm e n t  u n d e r  i t s  

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

e n f o r c e a b i l i t y ,  o r  a p p l i c a t i o n  o f  t h i s  c h a p t e r  o r  any p r o v i s i o n  o f  t h i s  

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

(d) W i t h  t h e  p r i o r  w r i t t e n  a p p r o v a l  o f  t h e  d e p a r tm e n t ,  a p e r s o n  

s u b m i t t i n g  r e t u r n s  o r  mak i n g  paymen ts  as r e q u i r e d  u n d e r  t h i s  c h a p t e r  

f o r  more t h a n  one t a x a b l e  p r o p e r t y  may r e g a r d  t h o s e  p r o p e r t i e s  'as a 

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

mak i n g  t h o s e  p a ymen t s .

(e) A p e r s o n  mak i n g  paymen t  o f  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  

on b e h a l f  o f  one o r  more o t h e r  p e r s o n s  own i n g  o r  o t h e r w i s e  h o l d i n g  an 

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

t h e  payment  f rom any  p r o c e e d s  o r  o t h e r  b e n e f i t s  f r om  t h e  t a x a b l e  p r o p ­

e r t y  owed t o  a p e r s o n  on whose b e h a l f  t h e  paymen t  i s  made .  U n l e s s  

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

p e r s o n  so w i t h h o l d i n g  a p r o p o r t i o n a t e  s h a r e  o f  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 n c u r s  no l i a b i l i t y  t o  t h o s e  f r om  whom i t  i s  w i t h h e l d  by 

v i r t u e  o f  h a v i n g  made t h e  w i t h o l d i n g .

( f )  By w r i t t e n  n o t i c e  t h e  d e p a r tm e n t  may r e q u i r e  a p e r s o n  f i l i n g  

a r e t u r n  t o  s u bm i t  a d d i t i o n a l  i n f o r m a t i o n  t o  t h e  d e p a r tm e n t  w i t h i n  30 

days .

S e c .  43.58.1-51. REGULATIONS. The d e p a r tm e n t  may 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  Ac t  (AS 44.62) as 

a p p r o p r i a t e  t o  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 .

S e c .  43.58.161. DEF IN I T IONS .  I n  t h i s  c h a p t e r
(1) " c omme r c i a l  p r o d u c t i o n "  means t h e  p r o d u c t i o n  o f  o i l  o r
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gas f o r  p u r p o s e s  o f  s a l e  o r  o t h e r  b e n e f i c i a l  u s e ,  e x c e p c  when t h e  s a l e  

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

u n p r o v e d  c o m p l e t i o n  i n t e r v a l ;

(2) " d e p a r tm e n t "  means t h e  D e p a r tmen t  o f  Re v enue ;

(3) "gas" means a l l  h y d r o c a r b o n  s u b s t a n c e s  n o t  d e f i n e d  as 

o i l  i n  t h i s  c h a p t e r ;

(4) " o i l "  means c r u d e  p e t r o l e u m  and o t h e r  h y d r o c a r b o n s  r e ­

g a r d l e s s  o f  g r a v i t y  t h a t ,  when r e c o v e r e d ,  a r e  r e c o v e r e d  a t  t h e  w e l l h e a d  

i n  l i q u i d  f o rm ,  and t h e  l i q u i d  h y d r o c a r b o n s  known as d i s t i l l a t e  o r  

c o n d e n s a t e  t h a t  a r e  r e c o v e r e d  by s e p a r a t i o n  f rom gas o t h e r  t h a n  a t  a 

gas p r o c e s s i n g  p l a n t ;

(5) "'■'perator" means t h e  p e r s o n  c o n d u c t i n g  t h e  e x p l o r a t i o n ,  

d e v e l o pm e n t ,  o r  p r o d u c t i o n  o p e r a t i o n  f o r  a p r o p e r t y ;

(6) " p r o p e r t y "  means any r i g h t ,  t i t l e ,  o r  i n t e r e s t  i n  o r  t h e  

r i g h t  t o  p r o d u c e  o r  r e c o v e r  o i l  o r  gas i n c l u d i n g :

(A) a m i n e r a l ,  i n t e r e s t ;

(B) a l e a s e h o l d  i n t e r e s t ;

(C) a w o r k i n g  i n t e r e s t ,  r o y a l t y  i n t e r e s t ,  o v e r r i d i n g

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

o t h e r  i n t e r e s t  i n  a l e a s e ,  c o n c e s s i o n ,  j o i n t  v e n t u r e ,  o r  o t h e r  

ag re emen t  f o r  o i l  and gas e x p l o r a t i o n ,  d e v e l o pm e n t ,  o r  p r o d u c t i o n ;

(D) a w o r k i n g  i n t e r e s t ,  r o y a l t y  i n t e r e s t ,  o v e r r i d i n g

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

o t h e r  i n t e r e s t  i n  an ag r e emen t  f o r  u n i t i z a t i o n  o r  p o o l i n g  u n d e r  

t h e  p r o v i s i o n  o f  s e c .  614(b)(3) o f  t h e  I n t e r n a l  Rev enue  Code o f

1954 as d e f i n e d  on t h e  e f f e c t i v e  d a t e  o f  t h i s  p a r a g r a p h ;

(7) " p r o v e n  r e s e r v e s "  means t h e  v o l umes  o f  o i l  and gas i n  .a 

known d e p o s i t  w h i c h  g e o l o g i c a l  and e n g i n e e r i n g  i n f o r m a t i o n  i n d i c a t e  t o  
be r e c o v e r a b l e  i n  t h e  f u t u r e  u n d e r  p r e v a i l i n g  e c o n om i c  c o n d i t i o n s  and
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t e c h n o l o g y ;

(8) " t a x  y e a r "  means a c a l e n d a r  p e r i o d  b e g i n n i n g  on J u l y  1 

o f  one c a l e n d a r  y e a r  and e n d i n g  on J un e  30 o f  t h e  f o l l o w i n g  c a l e n d a r  

y e a r ;

(9) " t a x a b l e  p r o p e r t y "  means a p r o p e r t y  h a v i n g  c o m m e r c i a l  

p r o d u c t i o n .

* S e c .  11. AS 43.58.041 has b e e n  i n c l u d e d  i n  s e c .  10 o f  t h i s  Ac t  so t h a t  

p e r s o n s  s u b j e c t  t o  t h e  t a x  u n d e r  AS 43.21 w i l l  n o t  b e a r  t h e  c u m u l a t i v e  b u r ­

de n  o f  b o t h  t h e  t a x  u n d e r  AS 43.21 and AS 43.58. I t  i s  t h e  i n t e n t  o'f t h e  

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

i n  any  manner  c ha ng e  t h e  i n t e n t ,  v a l i d i t y ,  o i  e n f o r c e a b i l i t y  o f  t h e  b a s i c  ad 

v a l o r em  t a x  impos ed  by  t h i s  A c t .  I f  t h e  i n c l u s i o n  o f  AS 43.58.041, o r  any  

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

p o s e d  by t h i s  Ac t  i s  i n v a l i d ,  t h e n  AS 43.58.041, o r  t h a t  p o r t i o n  o f  i t  t h a t  

c a u s e s  t h e  i n v a l i d i t y ,  i s  v o i d  and o f  no e f f e c t ,  and AS 43.58, e n a c t e d  i n  

s e c .  10 o f  t h i s  A c t ,  s h a l l  be  r e a d  as i f  t h a t  s e c t i o n  o r  t h a t  p o r t i o n  o f  i t  

had  n e v e r  b e e n  i n c l u d e d .

* S e c .  12. I f  an e x e m p t i o n  u n d e r  AS 43.58.031(1),  (2) ,  o r  (3) i s  h e l d  

i n v a l i d  by 'a f i n a l  j u d gm e n t  o f  a c o u r t  f r om  w h i c h  an a p p e a l  i s  n o t  t a k e n ,  

t h e n  t h a t  e x e m p t i o n  i s  v o i d ,  and AS 43.58, e n a c t e d  i n  s e c .  10 o f  t h i s  A c t ,  

s h a l l  be r e a d  as i f  t h a t  e x em p t i o n  had  n e v e r  b e e n  i n c l u d e d .

* S e c .  13. I f  t h e  me th od  o f  d e t e r m i n i n g  t a x a b l e  i n c om e  u n d e r  e i t h e r  

AS 43.21.020 o r  43.21.030 i s  h e l d  i n v a l i d  by a f i n a l  j u d gm e n t  o f  a c o u r t  

f r om  w h i c h  an a p p e a l  i s  n o t  t a k e n ,  and i f  as a r e s u l t  o f  t h a t  j u d g m e n t  a 

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

f u n d  o f  t a x e s  o r  e s t i m a t e d  t a x e s  p a i d  u n d e r  AS 43.21, t h e n  t h e  p r o v i s i o n s  o f  

AS 43.20 a p p l y  t o  t h a t  c o r p o r a t i o n  f o r  t h e  e n t i r e  p e r i o d  f o r  w h i c h  i t  r e ­

c e i v e s  t h e  r e f u n d .
* S e c .  14. (a) N o t w i t h s t a n d i n g  t h e  p r o v i s i o n s  o f  AS 43.58.021(b) ,  en-
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a c t e d  i n  s e c .  10 o f  t h i s  A c t ,  t h e  r a t e  o f  l e v y  u n d e r  AS 43.58 f o r  t h e  t a x  

y e a r  b e g i n n i n g  J u l y  1,, 1981, i s  30 m i l l s .

(b) N o t w i t h s t a n d i n g  t h e  p r o v i s i o n s  o f  AS 43.58.041(c) ,  e n a c t e d  i n  

s e c .  10 o f  t h i s  A c t ,  f o r  t h e  t a x  y e a r  b e g i n n i n g  J u l y  1, 1981, c r e d i t  u n d e r  

AS 43.58.041(b) s h a l l  be a p p l i e d  o n l y  t o  t h e  e x t e n t  t h a t  t h e  c om b i n e d  amount  

o f  a p p l i e d  c r e d i t  u n d e r  AS 43.58.041(a) and (b) does n o t  e x c e e d  t w o - t h i r d s  

o f  t h e  t o t a l  amount  o f  t a x  l e v i e d  u n d e r  AS 43.58 f o r  a l l  o f  t h e  t a x p a y e r ' s  

t a x a b l e  p r o p e r t i e s .

*  S e c .  15. TRANSIT ION.  D u r i n g  t h e  f i r s t  y e a r  o f  t h e  a n n u a l  t a x  l e v i e d  

u n d e r  AS 43.58.021, t h e  v a l u e  o f  t a x a b l e  p r o p e r t y  s h a l l  b e  a s s e s s e d  as o f  

t h e  e f f e c t i v e  d a r e  o f  s e c .  10 o f  t h i s  A c t .  D u r i n g  t h e  f i r s t  y e a r  o f  t h e  t a x  

l e v i e d  u n d e r  AS 43.58.021, t h e  r e t u r n  r e q u i r e d  u n d e r  AS 43.58.141 s h a l l  be 

s u b m i t t e d  no l a t e r  t h a n  30 days a f t e r  t h e  e f f e c t i v e  d a t e  o f  s e c .  10 o f  t h i s  

A c t ,  and che D ep a r tmen t  o f  Re venue  s t a l l  s end  t h e  n o t i c e  o f  a s s e s sm en t  

r e q u i r e d  u n d e r  AS 43.58.081' no l a t e r  t h a n  60 days a f t e r  t h e  e f f e c t i v e  d a t e  

o f  s e c .  10 o f  t h i s  A c t .

* S e c .  16. AS 43.21.040(d) and (e) a r e  r e p e a l e d .

*  Se c .  17. AS 43.55.011(d) ,  43.55.012(a) ,  43.55.018; AS 43.58.010,

43.58.020, 43.58.030, 43.58.040, 43.58.050, 43-58.060, 43.58.070, 43.58.080, 

43.58.090, 43.58.100, 43.58.110, 43.58.150, 43.58.160, 43.58.170, 43.58.180, 

43.58.190, and 43.58.200 a r e  r e p e a l e d .

* S e c .  18. S e c t i o n s  1, 3 -  6, 8, 9, 13, and 16 o f  t h i s  A c t  a r e  r e t r o ­

a c t i v e  t o  J a n u a r y  1 1978, and a p p l y  t o  t a x  y e a r s  b e g i n n i n g  a f t e r

December  31, 1977.

* S e c .  19. S e c t i o n s  11, 12, and 18 o f  t h i s  Ac t  t a k e  e f f e c t  i m m e d i a t e l y

i n  a c c o r d a n c e  w i t h  AS 01.10.070(c) .

* S e c .  20. S e c t i o n s  2 and 7 o f  t h i s  Ac t  t a k e  e f f e c t  S ep tembe r  1, 1981,
and a p p l y  t o  e x p e n d i t u r e s  t h a t  q u a l i f y  f o r  t h e  i n v e s t m e n t  c r e d i t  t h a t  a r e

made on o r  a f t e r  t h a t  d a t e .
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A d d  a n e w  s e c t i o n  1 5 ,  r e n u m b e r  f o l l o w i n g  s e c t i o n s  a c c o r d i n g l y :  

S e c t i o n  1 5  T r a n s i t i o n a l  S e c t i o n .

D u r i n g  i;ne f i r s t  y e a r  o f  t h e  a n n u a l  t a x  l e v i e d  u n d e r

4 3 . 5 8 . 0 2 1 ,  t h e  v a l u e  of t a x a b l e  p r o p e r t y  ^ h a l l  b e  a s s e s s e d  

a s  o f  t h e  e f f e c t i v e  d a t e  of t h i s  A c t .  D u r i n g  t h e  f i r s t  y e a r  

o f  t h e  t a x " l e v i e d  u n d e r  A S  4 3 . 5 8 . 0 2 1  t h e  r e t u r n  r e q u i r e d  u n d e r  

A S  4 3 . 5 8 . 1 4 1  s h a l l  b e  s u b m i t t e d  n o  l a t e r  t h a n  3 0  d a y s  a f t e r  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 ,  a n d  t h e  D e p a r t m e n t  s h a l l  s e n d v . t h e  

n o t i c e  o f  a s s e s s m e n t  r e q u i r e d  u n d e r  A S  4 3 . 5 8 . 0 8 1 .  n o  l a t e r
/. m .

t h a n  s i x t y  d a y s  a f t e r  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 .  "

D e l e t  e . S e c  t i o n

n

A M E N D M E N T  i l l  to CSHB 200 (GP)
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A d d  a n e w  s e c t i o n  t o  r e a d :  r - < ’

S e c .  4 3 . 2 1 . 0 4 5 .  C R E D I T S .  F o r  p u r p o s e s  o f  c a l c u l a t i n g  t h e

i n c o m e  t a x  p a y a b l e  u n d e r  thi's c h a p t e r ,  t h e  t a x p a y e r  m a y  a p p l y  a s

%

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

u n d e r  A S  4 3 . 2 0 . 0 2 1 ( d )  a n d  4 3 . 2 0 . 0 3 6 ( b ) .

AMENDMENT >7 2 to BCSSSHB 20 0 (GP)
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Introduced: 4/28/81
Referred: R e s o u r c e s  a nd

F i n a n c e

IN THE SENATE BY THE FINANCE C O MMITTEE

SENATE BILL NO. 524 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

T W E LFTH L E G I S L A T U R E  - FIRST SESSION 

A BILL

For an Act entitled: "An Act relating to an investment tax credit allowed

against the state corporate income tax; and p r oviding 

for an effective date.

BE IT ENACTED BY THE L E G I S L A T U R E  OF THE STATE OF ALASKA:

* Section 1. AS 43.20.036(b) is amended to read:

(b) For purposes of calculating the income tax payable under this 

chapter, the taxpayer m ay apply as a credit against his tax liability 

the [JOB DEVELOPMENT] investment credit allowed as to federal taxes

under Internal Revenue Code sec. 38 (26 U.S.C. 38) [50] upon only the

first $20,000,000 [$500,000] of qualified investment put into use for 

each taxable year [(26 U.S.C. SEC. 50)]. This limitation does not apply 

to the amounts invested in equipment which meets the de f i n i t i o n  of a 

certified pollution control facility as defined under Internal Revenue 

Code sec. 169 (26 U.f.C. sec. 169) as in effect on June 19, 1975 [THE

EFFECTIVE DATE OF THIS ACT] except that the date specified in Internal

Revenue Code [THAT] section 169(d) as a condition of qualifying a c e r­

tified pollution control facility for a deduction does not apply.

* Sec. 2. This Act is retroactive to July 1, 1980, and applies to 

expenditures which qualify for the investment credit which are made on or 

after that date.

* Sec. 3. This Act takes effect immediately in accordance wit h  AS 01.10.- 

0 7 0 ( c ) .
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THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEG15LATU?.E

FISCAL NOTE

REQUEST
Bill/Resolution No. SB 52A
Title A n  Ace relating to an investment tax credit

Requested bv Senate Resources Committee . Date A p r i l  29. i 4FC

II. FISCAL DETAIL
Asencv Affected Department of Revenue
Program Category Affected_p»e ye n ̂  . QrJ ,-) -a s t ) ■ o n .and .-ManpGemefi- 
BRU. Proeram. or Suboroeramfs) Atiected Audit DiViSTdnBRU. Program, or Subprogram^) Atiected 
(Note: If more than one budget component is affected, separate Iine-item amounts and funding for each 

component in the analysis section.)
EXPENDITURES (Thousands of Dollars) NONE

FY 81 ■ FY 82 ' FY 8 3 FY 84 FY .85 .FY' 8 5
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EOUIPMENT
600 LAND & STRUCTURES
700 GRANTS. CLAIMS. ETC.

TOTAL

FUNDING (Thousands of Dollars)

GENERAL FUND re.ooo.o 1T6.500.01 T7,000.0tir7.500.0l
FEDERAL FUNDS
OTHER (Specify Fund Source)

POSITIONS 

FULL TIME

NONE

PART TIME
TEMPORARY

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)
This bill will primarily benefit multistate and multinational 

corporations. The estimated revenue loss would be approximately 

5 to 7 million dollars of corporate income tax.

IV. DATE _Apyj_l 29, 19,81
Original: Legislative Finance
cc: Budget and Management

Prime Sponsor (First Legislator Named)

AGENCY 
PHONE .£55-2320
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