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"An Act making a special appropriation to the Department of Environmental e

Conservation to conduct a study on low water sanitary waste disnosal systems
and providing for an effective date."

COMM ITTEE REPORT

3/29/76 HOUSE
Mr. Speaker: Date
The Committee on FINANCE has had HB 798
under consideration. A Major ity of the members of the Committee
( )Drecommends it DO PASS
( )recommends it DONOT PASS
( )recommends it DO PASS WITHATTACHED AMENDMENT(S)
( )recommends it BEREPLACEDWITH CSFOR AND THAT
CS FOR DO PASS

( ) "and™ recommends it BE REFERRED TO THE
COMMITTEE

( ) reports it back WITHOUT RECOMMENDATION

() "other™

Members signing the Major ity report:

Members NOT concurring 1in the Majority report:

recommends:

recommends:

recommend s :

recommends:

recomme nd s :



"An Act making a special appropriation to the Department of Environmental Conservation
to conduct a study on low water sanitary waste disposal systems* and providing for
an effective date.™

COMMITTEE REPORT

2117176 HOUSE FINANCE

Mr.Speaker: Date J -

COMMUNITY AND

-PfTe Committee on REGIONAL AFFAIRS has Rad" HB 798

under consideration. A Majiddrl,ty of the members of the Committee
( )recommends it DO PASS

( )recommends it DONOT PASS

( )recommends it DO PASS WITHATTACHED AM ENDMENT (S)

&))" recommends it BE REPLACED WITH CS FOR Ml"b 7] AND THAT

CS FOR DO- PASS fF ric;cff 0 IS fvc K
[ O1v itl- —
( ) "and" recommends it BE REFERRED TO THE

COMMITTEE

( ) reports it back WITHOUT RECOMMENDATION
( ) "other"”
Members signing the Majority report:

Members NOT concurring 1in the Majority report:
P_/Al'ny recommends: /tJ"00
n ré&
ecommends:
recommend s :

recommend s :

A /C - Cy"\ Chairman
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Offered: 3/29/76

eriginal sponsor: H. Beirne, Miller
191 P ' ’ ' Referred: Finance

and Rudd

BY THE COMMUNITY AND
N THE HOUSE REGIONAL AFFAIRS COMMITTEE

CS FOR HOUSE BILL NO. 798
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - SECOND SESSION
A BILL
or an Act entitled: "An Act making a special appropriation to the Depart—
ment of Environmental Conservation to contract a program
concerned with sewage disposal; and providing for an
effective date,"”
E IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The sum of $75,000 is appropriated to the Department of
nvironmental Conserva 1ion for the purpose of contracting the gathering and
isseminating of information on sewage waste disposal.

* Sec. 2. The unexpended and unobligated portion of this appropriation
apses into the general fund June 30, 1977.

Sec. 3. This Act takes effect immediately in accordance with AS 01.10.-

70(c).

CSHB 798
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Introduced: 2/17/76
Referred: Community 4
Regional Affairs and

Finance
IN THE HOUSE BY H.BEIRNE,MILLER AND RUDD
HOUSE BILL MO. 798
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act making a special appropriation to the Depart-
ment of Environmental Conservation to conduct a study
on low water sanitary waste disposal systems; and
providing for an effective date."

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

* Section 1. The sum of $57s000 is appropriated to the Department of
Environmental Conservation for the purpose of conducting a study of the
advisability of requiring low water sanitary waste disposal systems in all

new construction i- the state.

* Sec. 2. The unexpended and unobligated portion of this appropriation

lapses into the general fund June 30, 1977.

* Sec. 3. This Act takes effect immediately in accordance with AS 01.10.-

070(c).

COMMITTEE COPY 1 HB 798
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Offered: 3/29/76

Original sponsor: H. Beirne, Miller
and Rudd Referred: Finance
BY THE COMMUNITY AVD
IN THE HOUSE REGIONAL AFFAIRS COMMITTEE
2 CS FOR HOUSE BILL NO. 798
J IN THE LEGISLATURE OF THE STATE OF ALASKA
4 NINTH LEGISLATURE - SECOND SESSION
b A BILL
6 For an Act entitled: "An Act making a special appropriation to the Depart-
! ment of Environmental Conservation to contract a progran
8 concerned with sewage disposal; and providing for an
v effective date.”

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

. * Section 1. The sum of $75,000 is appropriated to the Department of

12
nvironmental Conservation for the purpose of contracting the gathering and
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disseminating of information on sewage waste disposal.
B * See. 2. The unexpended and unobligated portion of this appropriation
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lapses into the general fund June 30, 1977-
s Sec. 3* This Act takes effect immediately in accordance with AS 01.10.-
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Introduced: 2/17/76
Referred: Community &
Regional Affairs and
Finance

IN THE HOUSE BY H.BEIRNE,MILLER AND RUDD
HOUSE BILL NO. 798
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - SECOND SESSION
A BILL
7or an Act entitled: "An Act making a special appropriation to the Depart-
ment of Environmental Conservation to conduct a study
on low water sanitary waste disposal systems; and
providing for an effective date.’
3E IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The sum of $57,000 is appropriated to the Department of
environmental Conservation for the purpose of conducting a study of the
advisability of requiring low water sanitary waste disposal systems in all
lew construction in the state.

* Sec. 2. The unexpended and unobligated portipn of this appropriation
Lapses into the general fund June 30, 1977.

* Sec. 3. This Act takes effect immediately in accordance with AS 01.10.

570(c).

o1- HB 798
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Miller Offered: 3/29/76

Original sponsor: H. Beirne,
and Rudd Referred: Finance
BY THE COMMUNITY AVD
IN THE HOUSE REGIONAL AFFAIRS COMMITTEE

CS FOR HOUSE BILL WO. 798
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act making a special appropriation to the Depart-
ment of Environmental Conservation to contract a progran
concerned with sewage disposal; and providing for an
effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The sum of $75,000 is appropriated to the Department of
Environmental Conservation for the purpose of contracting the gathering and
disseminating of information on sewage waste disposal.

- See. 2. The unexpended and unobligated portion of this appropriation
lapses into the general fund June 30, 1977.

s Sec. 3- This Act takes efl'ect Immediately in accordance with AS 01.10.-

070(c).

-1- CSHB 798



Introduced: 2/17/76
Referred: Community &
Regional Affairs and
Finance

IN THE HOUSE H.BEIRNE,MILLER AND RUDD
HOUSE BILL NO. 798
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act making a special appropriation to the Depart-
ment of Environmental Conservation to conduct a study
on low water sanitary waste disposal systems; and
providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The sum of $57,000 is appropriated to the Department of
Environmental Conservation for the purpose of conducting a study of the
advisability of requiring low water sanitary waste disposal systems in all
new construction in the state.

s Sec. 2. The unexpended and unobligated portion of this appropriation
lapses into the general fund June 30, 1977-

* Sec. 3. This Act takes effect immediately in accordance with AS 01.10.-
070(c).
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Original sponsor: H. Beirne, Miller Offered: 3/29/76
and Rudd Referred: Finance

BY THE COMMUNITY AND
IN THE HOUSE REGIONAL AFFAIRS COMMITTEE
CS FOR HOUSE BILL NO. 798
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - SECOND SESSION
A BILL

For an Act entitled: "An Act making a special appropriation to the Depart-

ment of Environmental Conservation to contract a program
concerned with sewage disposal; and providing for an
effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
s Section 1. The sum of $75,000 Is appropriated to the Department of
Environmental Conservation for the purpose of contracting the gathering and

disseminating of information on sewage waste disposal.

* Sec. 2. The unexpended and unobligated portion of this appropriation
lapses into the general fund June 30, 1977.

s Sec. j. This Act takes effect immediately in accordance with AS 01.10.-
070(c).
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Introduced: 2/17/76
Referred: Community &
Regional Affairs and
Finance

IN THE HOUSE BY H.BEIRNE,MILLER AND RUDD

HOUSE BILL NO. 798
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act making a special appropriation to the Depart-

ment of Environmental Conservation to conduct a study
on low water sanitary waste disposal systems; and
providing for an effective date.”

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1.  The sum of $57,000 is appropriated to the Department of

Environmental Conservation for the purpose of conducting a study of the

advisability of requiring low water sanitary waste disposal systems in all

new construction in the state.
s Sec. 2. The unexpended and unobligated portion of this appropriation

lapses into the general fund June 30, 1977-
* Sec. 3. This Act takes effect immediately in accordance with AS 01.10.-

070(c).

1 HB 798



Introduced: 2/17/76
Referred: Community &
Regional Affairs and
Finance

IN THE HOUSE ~ H.BEIRNE,MILLER AND RUDD

HOUSE BILL NO. 798
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - SECOND SESSION
A BILL

For an Act entitled: "An Act making a special appropriation to the Depart-

ment of Environmental Conservation to conduct a study

on low water sanitary waste disposal systems; and

providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The sum ~f $57,000 is appropriated to the Department of
EnvironmentalConservation for the purpose of conducting a study of the
advisability of requiring low water sanitary waste disposal systemsin all
new construction in the state.

s Sec. 2. The unexpended and unobligated portion of this appropriation
lapses into the general fund June 30, 1977.

* Sec. 3. This Act takes effect immediately in accordance with AS 01.10.-

070(c).

HB 798



THE LEGISLATURE OP THE STATE OP ALASKA
FISCAL NOTE

Second Session - Ninth Legislature

REQUEST

Bill No. CS HB_798
Title : .Appropriation of DEC
Requested by: c&ra Committee Pate: 3/25/76
Return Date Requested: asap

Agency : Environmental Conservation Program: Water Programs

1.  FISCAL DETAIL
Budget Request Unit(s) Affected:

A.  EXPENDITURES: (Thousands of dollars)

OBJECT FY 76 FY 77 FY 78 FY 79 FY 80 FY 8!
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
*)00 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC.

TOTAL

B. FUNDING: (Thousands of dollars)

GENERAL FUND
FEDERAL FUNDS
OTHER

C. POSITIONS:

PERMANENT/TEMPORARY / / / o /
MAN MONTHS (P./T.) / / / L] /

[11. ANALYSIS (See Fiscal Note Preparation Instructions, Section 111I)
This bill provides funding to impelment the increased provisions in CS

for HB 796. There is no other fiscal impact from this bill.

Prime Sponsor (First Legislator Named)

H/S 50
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"An Act providing for an oil production income tax: and Drovidin? fnv
an effective date.™

COMMITTEF REPORT

HOUSE
V7I76 FINANCE
Hr. Speaker: Date
The Comm ittee on RESOURCES has had 2nd SSHB 803
under consideration. A Majority of the members of the Committee

( ) recommends it DO PASS

recommends it DO NOT PASS

recommends it DO PASS WITH ATTACHED AMENDMENT (S)

recommends it BEREPLACED WITH CSFOR AND THAT
CS FOR DO PASS

"and" recommends i1t BE REFERRED TO THE

COMM ITTEE

reports it back WITHOUT RECOMMENDATION

"other"
Members signing the Maiority nepart: r . P? P , <</
nNe=r >
rrrot i?o t/*r /*rr
Members NOT concurring 1in the Major? ty report:
N /C. j{. 1 recommends: "<
recommends: pzr-7°7-
JjKccommend s :
recommend s
N\

yfcer.ommends:AANY

Cha irman



"An Act providing for an oil production income tax; effective date."”

COMMITTEE REPORT

V15/76 HOUSE
Mr. Speaker: Da te
The Committee on FINANCE .has had as HR
under consideration. A Majority of the members of the Committee
( ) recommends it DO PASS
( ) recommends it DONOT PASS
( ) recommends it DO PASS WITH ATTACHED AMENDMENT (S)
( ) recommends it BEREPLACED WITH CSFOR AND THAT
CS FOR DO PASS

( ) "and™ recommends it BE REFERRED TO THE

COMMITTEE

( ) reports it back WITHOUT RECOMMENDATION

( ) "other"

Members signing the Majority report:

Members NOT concurring 1in the Majority report

recommends:

recommends:

recommends:

recommends:

recommends:

Cha irman
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Introduced: A/7/76
Referred: Resources and Finance

BY COWPER, BRADLEY, BROWN, DUNCAN,
GARDINER, GRUENING, KELLEY, MCKINNON,
IN THE HOUSE EAA/?QIPOIXEIDMISIVI\-/EI\Rlég@ UGHTONPARKER
2d SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 803
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act providing for an oil production income tax; and
providing for an effective date."
BE IT RIACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS "3 is amended by adding a new chapter to read:

CHAPTER 59- OIL PRODUCTION INCOME TAX.

Sec. A3.59.010. TAX IMPOSED. There is imposed for each taxable
year upont.n oil producer deriving income from oil productionin the
state a tax equal to 9* per cent of the n.'t income computed in accor-
dance with sec. 20 of this chapter.

Sec. A3.59.020. COMPUTATION OF TAX BASE. The tax under this
chapter is imposed onthat portion of the value of the oil atthe point
of first sale or its value at the refinery, whichever is less, which
exceeds the sum of the following allowable costs:

(1) exploration costs attributable to oil, including bonus
payments, as computed under sec. 30 of this chapter;

(2) those f d development cos;s and variable production
costs that are attributable to oil, as computed under secs. A0 and 50 of
this chapter;

(3) ~cost of transport of the oil from the field in which it
was produced to the refinery or the point of first sale, whichever is
the base for the value determination for the computation of the tax;

(A) payments of the oil and gas properties production tax
made according ¢o ch. 55 of this title during the taxable year, after
allowance for the credit accrued for the lease or property under

-1- 2d SSHB 803



(5) general administrative costs of an amount equal to 25
cents per barrel.

Sec. A3.59.030. EXPLORATION COST DEDUCTIONS. (a) Exploration
cost deductions shall be limited to

(1) the cost attributable to oil of geophysical and geologi-
cal investigations incurred for the purpose of finding oil and gas in
Alaska;

(2) that part of the payments for the right to extract oil
and gas In Alaska that is attributable to oil;

(3) the cost attributable to oil of drilling for oil and gas
iri Alaska.

(b) The percentage of total costs and payments that is attri-
butable to oil shall be equal to the percentage accounted for by oil in
the total value at the wellhead of oil and gas produced in the state
during the calendar year preceding that in which the cost is incurred or

the payment made, i.e.,

Co = cotg ' WVo/WVo+g, where

CQ = an oil producer's deductible costs and payments attributable
to oil during a given calendar year;
CQ+g = the total costs incurred and payments made by the taxpayer

in that year in exploring for oil and gas in Alaska;
W = the wellhead value of all oil produced in the state during
the preceding year;

WO0+g = the wellhead value of all oil and gas produced in the state

during the preceding year.
(c) No costs paid for services or any portion of services used or
provided outside Alaska, salaries or wages not subject to the withhold-

ing of state income tax under AS A3.20.170, or payments for materials or



supplies not physically located or consumed in Alaska may be deducted as
an exploration cost.

(d) No costs incurred more than three years before the effective
date of this Act may be deducted as an exploration cost.

(e) No more than 20 per cent of the exploration costs incurred in
any calendar year may be deductible for that calendar year, or for any
succeeding calendar year.

(f) Exploration costs may be carried forward for purposes of com-
puting deductions a maximum of 10 years, and may be allocated among
fields at the election of the producer.

Sec. 43.59.040. FIELD DEVELOPMENT COST DEDUCTIONS. (a) For the
purpose of computing development cost deductions, all field development
costs shall be capitalized and depreciated over the life of the field
or the useful life of the facility to which they are attributable,
whichever is less, in accordance with regulations promulgated by the
department. Each year the depreciation chargeable to oil shall be
determined by multiplying the total depreciation chargeable to the
field for that year by the fraction of the value of the field's produc-
tion accounted for by oil during that year.

(b) Field development costs shall be limited to the costs of goods
and services used in Alaska and useful in the production of the field
other than variable production costs as defined in sec. 50 of this
chapter; administrative, engineering, or design costs incurred outside
Alaska may not be allowed in calculating the deductions or the deprecia-
tion basis.

(c) No development cost incurred before January 1, 1970 shall be
included in calculating allowable deductions, and in the case of facili-
ties in operation before the effective date of this Act, the carrying
forward of depreciation accruing before the effective date of this Act

-3- 2d SSHB 803
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shall not be permitted.

(d) Interest not to exceed nine per cent per annum on funds used
during and in the construction of facilities used and useful in the
production of a field may be capitalized.

Sec. 43-59.050. VARIABLE PRODUCTION COST DEDUCTIONS. (a) Deduc-
tible production costs are limited to those costs allocable to oil which
would not be incurred if production were to cease, and may be carried
forward only under the conditions specified in sec. 70 of this chapter.

(b) Production costs allocable to oil shall be determined each
year by multiplying aggregate production costs in the field for oil and
gas by the fraction of the value of the field's production accounted for
by oil.

Sec. 43.59.060. TRANSPORTATION COST DEDUCTIONS. When the commis-
sioner of revenue determines that transportation tariffs or charges may
not accurately represent the true costs and that transportation charges
are being paid to an entity affiliated with an oil producer taxpayer,
he may, after promulgation of regulations governing the determination by
him of the fair transportation costs, and public hearing, make a deter-
mination of the deductible transportation cost for the purposes of com-
puting the taxes due under this chapter. No producer affected by this
determination shall be allowed transportation cost deductions in excess
of the amounts determined by the commissioner tc be fair and deductible.

Sec. 43.59.070. LOSS CARRY FORWARD. Development and production
cost deductions may be carried forward only tc the extent that they
exceed the total value of the oil at the point of value determination
for this tax, less transportation costs from the field; they may be
carried beyond any succeeding year only if no tax was due in that year.

Sec. 43.59.080. ROYALTY OIL. The tax imposed by this chapter is

upon the value of the total production of all oil removed or sold from

2d SSHB 803 -4-



Introduced: A/T7/76
Referred: Resources and Finance

BY COWPER, BRADLEY, BROWN, DUNCAN,
GARDINER, GRUENING, KELLEY, MCKINNON,
IN THE HOUSE MAA\RLRONAEI’[')\AISLV%/,EE'S(ISI@UGHTON’ PARKER
2d SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 803
IN THE LEGISLATURE OF THE STA"E OF ALASKA
NINTH LEGISLATURE - SECOND . ESSION
A BILL
For an Act entitled: "An Act providing for an oil production income tax; and
providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS A3 is amended by adding a new chapter to read:

CHAPTER 59. OIL PRODUCTION INCOME TAX.

Sec. A3.59.010.TAX IMPOSED. There is imposed for each taxable
year uponan oil producer deriving income from oil productionin the
state a tax equal to 9«A per cent of the net income computed in accor-
dance with sec. 20 of this chapter.

Sec. A3.59.020. COMPUTATION OF TAX BASE. The tax under this
chapter is imposed on that portion of the value of the oil atthe point
of first sale or its value at the refinery, whichever is less, which
exceeds the sum of the following allowable costs:

(1) exploration costs attributable to oil, Including bonus
payments, as computed under sec. 30 of this chapter;

(2) those field development costs and variable production
costs that are attributable to oil, a computed under secs. A0 and 50 of
this chapter;

(3) cost of transport of the oil from the field in which it
was produced to the refinery or the point of first sale, whichever is
the base for the value determination for the computation of the tax;

(A) payments of the oil and gas properties production tax
made according to ch. 55 Of this title during the taxable year, after

allowance for the creuiv accrued for the lease or property under

-1- 2d SSHB 803



AS 43.58.180;
(5) general administrative costs of an amount equal to 25
cents per barrel.

Sec. 43.59.030. EXPLORATION COST DEDUCTIONS. (a) Exploration
cost deductions shall be limited to

(1) the cost attributable to oil of geophysical and geologi-
cal investigations incurred for the purpose of finding oil and gas in
Alaska;

(2) that part of the payments for the right to extract oil
and gas in Alaska that is attributable to oil;

(3) the cost attributable ti oil of drilling for oil and gas
in Alaska.

(b) The percentage of total costs and payments that is attri-
butable to oil shall be equal to tne percentage accounted for by oil in
the total value at the wellhead of oil and gas produced in the state
during the calendar vyear preceding chat inwhich the cost is incurred or

the payment made, i.e.,

Go = Cotg ' w O/WV0+g, where

CO = an oil producer's deductible costs and payments attributable
to oil during a given calendar year;
Gotg = "he total costs incurred and payments made by the taxpayer

in that year in exploring for oil and gas in Alaska;
WW = the wellhead value of all oil produced In the state during
the preceding year;

WW+g = the wellhead value of all oil and gas produced in the state

during the preceding year.
(c) No costs paid for services or any portion of services used or
provided outside Alaska, salaries or wages not subject to the withhold-

ing of state income tax under AS 43.20.170, or payments for materials or

2d SSHB 803 -2-



supplies not physically located or consumed in Alaska may be deducted as
an exploration cost.

(d) No costs incurred more than three years before the effective
date of this Act may be deducted as an exploration cost.

(e) No more than 20 per cent of the exploration costs incurred in
any calendar year may be deductible for that calendar year, or for any
succeeding calendar year.

(f) Exploration costs may be carried forward for purposes of com-
puting deductions a maximum of 10 years, and may be allocated among
fields at the election of the producer.

Sec. "3.59.040. FIELD DEVELOPMENT COST DEDUCTIONS. (a) For the
purpose of computing development cost deductions, all field development
costs shall be capitalized and depreciated over the life of the field
or the useful life of the facility to which they are attributable,
whichever is less, in accordance with regulations promulgated by the
department. Each year the depreciation chargeable to oil shall be
determined by multiplying the total depreciation chargeable to the
field for that year by the fraction of the value of the field's produc-
tion accounted for by oil during that year.

(b) Field development costs shall be limited to the costs of goodE
and services used in Alaska and useful in the production of the field
other than variable production costs as defined in sec. 50 of this
chapter; administrative, engineering, or design costs Incurred outside
Alaska may not be allowed in calculating the deductions or the deprecia-
tion basis.

(c) No development cost incurred before January 1, 1970 shall be
Included in calculating allowable deductions, and in the case of facili-
ties in operation before the effective date of this Act, the carrying
forward of depreciation accruing before the effective date of this Act

-3- 2d SSHB 803
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shall not be permitted.

(d) Interest not to exceed nine per cent per annum on funds used
during and in the construction of facilities used and useful in the
production of a field may be capitalized.

Sec. 43-59.050. VARIABLE PRODUCTION COST DEDUCTIONS. (a) Deduc-
tible production costs are limited to those costs allocable to oil which
would not be incurred if production were to cease, and may be carried
forward only under the conditions specified in sec. 70 of this chapt'..

(b) Production costs allocable to oil shall be determined each
year by multiplying aggregate production costs in the field for oil and
gas by the fraction of the value of the field's production accounted for
by oil.

Sec. 43.59.060. TRANSPORTATION COST DEDUCTIONS. When the commis-
sioner of revenue determines that transportation tariffs or charges may
not accurately represent the true costs and that transportation charges
are being paid to an entity affiliated with an oil producer taxpayer,
he may, after promulgation of regulations governing the determination by
him of the fair transportation costs, and public hearing, make a deter-
mination of the deductible transportation cost for the purposes of com-
puting the taxes due under this chapter. No producer affected by this
determination shall be allowed transportation cost deductions in excess
of the amounts determined by the commissioner to be fair and deductible.

Sec. 43.59.070. LOSS CARRY FORWARD. Development and production
cost deductions may be carried forward only to the extent that they
exceed the total value of the oil at the point of value determination
for this tax, less transportation costs from the field; they may be
carried beyond any succeeding year only if no tax was due in that year.

Sec. 43.59.080. ROYALTY OIL. The tax imposed by this chapter is

upon the value of the total production of all oil removed or sold from
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each lease or property, less any part the ownership or right to which
is exempt from taxation. In making settlement with a royalty owner
the producer may deduct the amount of the tax paid on royalty oil, or
may deduct royalty oil equivalent in value to the amount of tax paid,
at the time the tax becomes due.

Sec. 43.59.090. PAYMENT OF TAX. (a) The oil production income
tax shall be paid annually. The tax is due on April 15 on oil or gas
removed or sold from each lease or property during the preceding calen-
dar year.

(b) Every producer whose income is subject to the tax imposed by
this chapter shall file annually by February | of each year, with the
department, a statement showing the value of oil as specified in sec. 20
of this chapter, and shall under the penalty of perjury furnish all the
information the Department of Revenue prescribes on a form supplied by
the department.

(c) The tax payable under this chapter shall be allowed as a credit
against the tax due under ch. 20 of this title.

Sec. '13.59.100. VALUE MAY BE DETERMINED BY DEPARTMENT. The de-
partment may, under regulations promulgated in advance, determine the
fair market value of the oil at the point of first sale or at the
refinery when

(1) the seller and purchaser are affiliated persons;

(2) the sale and purchase of the production is not an arm's
length transaction or is not representative of competitive market value;
or

(3) there is no competitive market at the refinery for oil of
similar kind and quality.

Sec. 43.59.HO. ADMINISTRATION OF TAX. AS 43-55-040, 43-55.050,
43.55.070, 43.55.090, and 43.55.110 apply with respect to this chapter.
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Sec. 43.59.120. NONPAYMENT OF TAX. Tne provisions for civil
penalty, interest and remedy established in AS 43.58.120, 43.58.130,
and 43.58.150 apply to this chapter.

Sec. 43.59.130. REGULATIONS. The department may adopt regulations
in accordance with the Administrative Procedure Act (AS 44.62) as appro-
priate to administer and enforce this chapter.

Sec. 43.59.140. DEPOSIT OF REVENUE, (a) The department shall
deposit the money collected under this chapter in the general fund.

(b) Sixty per cent of the money deposited in the general fund
under this chapter shall be placed in a special "permanent fund account"”
in the general fund.

Sec. 43.59.150. PAYMENT TO ALASKA NATIVE FUND. When the tax
leyied under this chapter is payable, an amount equivalent to not less
than two per cent of the tax shall be paid by the state from oil _nd gas
royalties, bonuses and rentals into the Alaska Native fund established
by sec. 6 of the Alaska Native Claims Settlement Act (P.L. 92-203; 85
Stat. 688; 43 U.S.C. 160! et seq.) until all payments made into the fund
equal $500,000,000.

Sec. 43.53.160. DEFINITIONS. In this chapter "department" means
the Department of Revenue, and oil and gas are as defined in AS 43-55-—

140.

* Sec. 2. This Act takes effect January 1, 1977.
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Introduced: 4/7/76
Referred: Resources and Finance

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

MALONE, MILLER,NAUGHTON, PARKER,
IN THE HOUSE PARR AND SWANSON

2d SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 803
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act providing for an oil production income tax; and
providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 43 is amended by adding a new chapter to read:

CHAPTER 59. OIL PRODUCTION INCOME TAX.

Sec. 43.59.010.TAX IMPOSED. There is imposed for each taxable
year uponan oil producer deriving income from oil productionin the
state a tax equal to 9.4 per cent of the net income computed in accor-
dance with sec. 20 of this chapter.

Sec. 43.59.020. COMPUTATION OF TAX BASE. The tax under tills
chapter is Imposed onthat portion of the value of the oil atthe point
of first sale or its value at the refinery, whichever is less, which
exceeds the sum of the following allowable costs:

(1) exploration costs attributable to oil, including bonus
payments, as computed under sec. 30 of this chapter;

(2) those field development costs and variable production
costs that are attributable to oil, as computed under secs. 40 and 50 of
this chapter;

(3) cost of transport of the oil from the field in which it
was produced to the refinery or the point of first sale, whichever is
the base for the value determination for the computation of the tax;

(4) payments of the oil and gas properties production tax
made according to ch. 55 of this title during the taxable year, after
allowance for the credit accrued for the lease or property undir
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AS 43.58.180;
(5) general administrative costs of an amount equal to 25
cents per barrel.

Sec. 43.59.030. EXPLORATION COST DEDUCTIONS. (a) Exploration
cost deductions shall be limited to

(1) the cost attributable to oil of geophysical and geologi-
cal investigations incurred for the purpose of finding oil and gas in
Alaskaj

(2) that part of the payments for the right to extract oil
and gas in Alaska that is attributable to oil;

(3" tne cost attributable to oil of drilling for oil and gas
in Alaska.

(b) The percentage of total costs and payments that is attri-
butable to oil shall be equal to the percentage accounted for by oil in
the total value at the wellhead of oil and gas producedin the state
during the calendar year preceding that inwhich the cost is incurred or

the payment made, i.e.,

Co0 = cotg ' WMO/WVO+E, where

CG = an 04! producer's deductible costs and payments attributable
to oil during a given calendar year;
k'otg = khe total costs incurred and payments made by the taxpayer
in that year in exploring for oil and gas in Alaska;
WVQ = the wellhead value of all oil produced in the state during
the preceding year;
WW+g = wellhead value of all oil and gas produced in the state

during the preceding year.
(c) No costs paid for services or any portion of services used or
provided outside Alaska, salaries or wages not subject to the withhold-
ing of state income tax under AS 43.20.170, or payments for materials or
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supplies not physically located or consumed in Alaska may be deducted as
an exploration cost.

(i} No costs incurred more than three years before the effective
date of this Act may be deducted as an exploration cost.

(e) No more than 20 per cent of the exploration costs incurred in
any calendar year may be deductible for that calendar year, or for any
succeeding calendar year.

(f) Exploration costs may be carried forward for purposes of com-
puting deductions a maximum of 10 years, and may be allocated among
fields at the election of the producer.

Sec. 43.59.040. FIELD DEVELOPMENT COST DEDUCTIONS. (a) For the
purpose of computing development cost deductions, all field development
costs sha.' be capitalized and depreciated over the life of the field
or the useful life of the facility to which they are attributable,
whichever is less, in accordance with regulations promulgated by the
department. Each year the depreciation chargeable to oil shall be
determined by multiplying the total depreciation chargeable to the
field for that year by the fraction of the value of the field's produc-
tion accounted for by oil during that year.

(b) Field development costs shall be limited to the costs of goods
and services used in Alaska and useful in the production of the field
other than variable production costs as defined in sec. 50 of this
chapter; administrative, engineering, or design costs incurred outside
Alaska may not be allowed in calculating the deductions or the deprecia-
tion basis.

(c) No development cost Incurred before January 1, 1970 shall be
included in calculating allowable deductions, and in the case of facili-
ties in operation before the effective date of this Act, the carrying
forward of depreciation accruing before the effective date of this kit
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shall not be permitted.

(d) Interest not to exceed nine per cent per annum on funds used
during and in the construction of facilities used and useful in the
production of a field may be capitalized.

Sec. 43.59.050. VARIABLE PRODUCTION COST DEDUCTIONS. (a) Deduc-
tible production costs are limited to those costs allocable to oil which
would not be incurred if production were to cease, and may be carried
forward only under the conditions specified in sec. 70 of this chapter.

(b) Production costs allocable to oil shall be determined each
year by multiplying aggregate production costs in the field for oil and
gas by the fraction of the value of the field's production accounted for
by oil.

Sec. 43.59.060. TRANSPORTATION COST DEDUCTIONS. When the commis-
sioner of revenue determines that transportation tariffs or charges may
not accurately represent the true costs and that transportation charges
are being paid to an entity affiliated with an oil producer taxpayer,
he may, after promulgation of regulations governing the determination by
him of the fair transportation costs, and public hearing, make a deter-
mination of the deductible transportation cost for the purposes of com-
puting the taxes due under this chapter. No producer affected by this
determination shall be allowed transportation cost deductions in excess
of the amounts determined by the commissioner tc be fair and deductible.

Sec. 43.59.070. LOSS CARRY FORWARD. Development and production
cost deductions may be carried forward only to the extent that they
exceed the total value of the oil at the point of value determination
for this tax, less transportation costs from the field; they may be
carried beyond any succeeding year only if no tax was due in that year.

Sec. 43.59.080. ROYALTY OIL. The tax imposed by this chapter is
upon the value of the total production of all oil removed or sold from
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each lease or property, less any part the ownership or right to which
is exempt from taxation. In making settlement with a royalty owner
the producer may deduct the amount of the tax paid on royalty oil, or
may deduct royalty oil equivalent in value to the amount of tax paid,
at the time the tax becomes due.

Sec. 43.59.090. PAYMENT OF TAX. (a) The oil production income
tax shall be paid annually. The tax Is due on April 15 on oil or gas
removed or sold from each lease or property during the preceding calen-
dar year.

(b) Every producer whose income is subject to the tax imposed by
this chapter shall file annually by February | of each year, with the
department, a statement showing the value of oil as specified in sec. 20
of this chapter, and shall under the penalty of perjury furnish all the
information the Department of Revenue prescribes on a form supplied by
the department.

(c) The tax payable under this chapter shall be allowed as a credit
against the tax due under ch. 20 of this title.

Sec. 43.59.100. VALUE MAY BE DETERMINED BY DEPARTMENT. The de-
partment may, under regulations promulgated in advance, determine the
fair market value of the oil at the point of first sale or at the
refinery when

(1) the seller and purchaser are affiliated persons;

(2) the sale and purchase of the productlon is not an arm's
length transaction or is not representative of competitive market value;
or

(3) there is no competitive market at the refinery for oil of
similar kind and quality.

Sec. 43.59.HO. ADMINISTRATION OF TAX. AS 43.55.040, 43-55-050,
43.55.070, 43.55.090, and 43.55.HO apply with respect to this chapter.
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Sec. 43.59.32U. NONPAYMENT OF TAX. The provisions for civil
penalty, interest and remedy established in AS 43-58.120, 43.58.130,
and 43.58.150 apply to this chapter.

Sec. 43.59.130. REGULATIONS. The department may adopt regulations
in accordance with the Administrative Procedure Act (AS 44.62) as appro-
priate to administer and enforce this chapter.

Sec. 43.59.140. DEPOSIT OF REVENUE, (a) The department shall
deposit the n.oney collected under this chapter in the general fund.

(b) Si::ity per cent of the money deposited in the general f nd
under this chapter shall be placed in a special "permanent fund account”
in the general fund.

Sec. 43.59.150. PAYMENT TO ALASKA NATIVE FUND. When the tax
leyied under this chapter is payable, an amount equivalent to not less
than two per cent of the tax shall be paid by the state from oil and gas
royalties, bonuses and rentals into the Alaska Native fund established
by sec. 6 of the Alaska Native Claims Settlement Act (P.L. 92-203; 85
Stat. 688; 43 U.S.C. 160! et seq.) until all payments made into the fund
equal $500,000,000.

Sec. 43.59.160. DEFINITIONS. In this chapter "department" means
the Department of Revenue, and oil and gas are as defined in AS 43.55-—
140.

Sec. 2. This Act takes effect January 1, 1977.



Introduced: V7/76 _
Referred: Resources and Finance

BY COWPER, BRADLEY, BROWN, DUNCAN,
GARDINER, GRUENING, KELLEY, MCKINNON
IN THE HOUSE IE’AA'\ARLRONE[')WSLVbEﬁ'SgﬁUGHTON' PARKER,
2d SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 803
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled An Act providing for an oil production income tax; and
providing for an effective date
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA
Section ! amended by adding a new chapter to read
CHAPTER 59- OIL PRODUCTION INCOME TAX
Sec. 73*59*010. TAX IMPOSED. There is imposed for each taxable
year upon an oil producer deriving income from oil production in the
state a tax equal to 9.~ per cent of the net income computed in accor
dance with sec. 20 of this chapter.

COMPUTATION OF TAX BASE. The tax under thi
chapter is imposed on that portion of the value of the oil at the point
of first sale or its value at the refinery, whichever is less, which
exceeds the sum of the following allowable costs:

(1) exploration costs attributable to oil, including bonus
payments, as computed under sec. 30 of this chapter;

(2) those field development costs and variable production
costs that are attributable to oil, as computed under secs. JO arid 50 of
this chapter;

(3) cost of transport of the oil from the field in which it
was produced to the refinery or the point of first sale, whichever is
the base for the value determination for the computation of the tax;

(A) payments of the oil and gas properties production tax
made according to ch. 55 of this title during the taxable year, after
allowance for the credit accrued for the lease or property under
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AS 1J33.58.180;

(5) general administrative costs of an amount equal to 25

cents per barrel.

Sec. 43.59.030. EXPLORATION COST DEDUCTIONS. (a) Exploration

cost deductions shall be limited to

(1) the cost attributable to oil of geophysical and geologi-
cal investigations incurred for the purpose of finding oil and gas in
Alaska;

(2) that part of the payments for the right to extract oil
and gas in Alaska that is attributable to oil;

(3) the cost attributable to oil of drilling for oil and gas
in Alaska.

(b) The percentage of total costs and payments that is attri-
butable to oil shall be equal to the percentage accounted for by oil in
the total value at the wellhead of oil andgas producedin the state
during the calendar! year precedingthat inwhich the cost is incurred or
the payment made, |.e.,

co = cO+g * WWO/WV0+6, where
an oil producer's deductible co3ts and payments attributable

to oil during a given calendar year;

Cotp, = the total co.its incurred and payments made by the taxpayer
in that year in exploring for oil and gas in Alaska;
WW = the wellhead value of all oil produced in the state during
the preceding year;
WVQ+g = the wellhead value of all oil and gas produced in the state

during the preceding year.
(c) No costs paid for services or any portion of services used or
provided outside Alaska, salaries or wages not subject to the withhold-

ing of state income tax under AS 43.20.170, or payments for materials or
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supplies not physically located or consumed in Alaska may be deducted as
an exploration cost.

(d) No costs incurred more than three years before the effective
date of this Act may be deducted as an exploration cost.

(e) No more than 20 per cent of the exploration costs incurred in
any calendar year may be deductible for that calendar year, or for any
succeeding calendar year.

(f) Exploration costs may be carried forward for purposes of com-
puting deductions a maximum of 10 years, and may be allocated among
fields at the election of the producer.

Sec. 43.59.040. FIELD DEVELOPMENT COST DEDUCTIONS. (a) For the
purpose of computing development cost deductions, all field development
costs shall be capitalized and depreciated o-rer the life of the field
or the useful life of the facility to which taey are attributable,
whichever is less, in accordance with regulations promulgated by the
department. Each year the depreciation chargeable to oil shall be
determined by multiplying the total depreciation chargeable to the
field for that year by the fraction of the value of the field's produc-
tion accounted for by oil during that year.

(b) Field development costs shall be limited to the costs of goods
and services used in Alaska and useful in the production of the field
other than variable production costs as defined in sec. 50 of this
chapter; administrative, engineering, or design costs Incurred outside
Alaska may not be allowed iri calculating the deductions or the deprecia-
tion basis.

(c) No development cost incurred before January !, 1970 shall be
included in calculating allowable deductions, and in the case of facili-
ties in operation before the effective date of this Act, the carrying
forward of depreciation accruing before the effective date of this Act
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shall not be permitted.

(d) Interest not to excted nine per cent per annum on funds used
during and in the construction of facilities used and useful in the
production of a field may be capitalized.

Sec. 43.59.050. VARIABLE PRODUCTION COST DEDUCTIONS. (a) Deduc-
tible production costs are limited to those costs allocable to oil which
would not be incurred if production were to cease, and may be carried
forward only under the conditions specified in sec. 70 of this chapter.

(b) Production costs allocable to oil shall be determined each
year by multiplying aggregate production costs in the field for oil and
gas by the fraction of the value of the field's production accounted for
by oil.

Sec. 43.59.060. TRANSPORTATION COST DEDUCTIONS. When the commis-
sioner of revenue determines that transportation tariffs or charges may
not accurately represent the true costs and that transportation charges
are being paid to an entity affiliated with an oil producer taxpayer,
he may, after promulgation of regulations governing the determination by
him of the fair transportation costs, and public hearing, make a deter-
mination of the deductible transportation cost for the purposes of com-
puting the taxes due under this chapter. No producer affected by this
determination shall be allowed transportation cost deductions in excess
of the amounts determined by the commissioner to be fair and deductible

Sec. 43.59.070. LOSS CARRY FORWARD. Development and production
cost deductions may be carried forward only to the extent that they
exceed the total value of the oil at the point of value determination
for this tax, less transportation costs from the field; they may be
carried beyond any succeeding year only if no tax was due in that year.

Sec. 43.59.080. ROYALTY OIL. The tax imposed by this chapter is
upon the value of the total production of all oil removed or sold from
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each lease or property, less any part the ownership or right to which
is exempt from taxation. In making settlement with a royalty owner
the producer may deduct the amount of the tax paid on royalty oil, or
may deduct royalty oil equivalent in value to the amount of tax paid,
at the time the tax becomes due.

Sec. 43.59.090. PAYMENT 0! TAX. (a) The oil production income
tax shall be paid annually. The tax is due on April 15 on oil or gas
removed or sold from each lease or property during the preceding calen-
dar year.

(b) Every producer whose income is subject to the tax imposed by
this chapter shall file annually by February ! of each year, with the
department, a statement showing the value of oil as specified in sec. 20
of this chapter, and shall under the penalty of perjury furnish all the
information the Department of Revenue prescribes on a form supplied by
the department.

(c) The tax payable under this chapter shall be allowed as a credit
against the tax due under ch. 20 of this title.

Sec. '13.59.100. VALUE MAY BE DETERMINED BY DEPARTMENT. The de-
partment may, under regulations promulgated in advance, determine the
fair market value of the oil at the point of first sale or at the
refinery when

(1) the seller and purchaser are affiliated persons;

(2) the sale and purchase of the production is not an arm's
length transaction or is not representative of competitive market value;
or

(3) there is no competitive market at the refinery for oil of
similar kind and quality.

Sec. 43.59.110. ADMINISTRATION OF TAX. AS 43.55.040, 43*55.050,
43.55.070, 43.55.090, and 43.55.110 apply with respect to this chapter.
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Sec. 43.59.120. NONPAYMENT OP TAX. The provisions for civil
penalty, interest and remedy established in AS 43.58.120, 43.58.130,
and 43.58.150 apply to this chapter.

Sec. 43.59.130. REGULATIONS. The department may adopt regulations
in accordance with the Administrative Procedure Act (AS 44.62) as appro-
priate to administer and enforce this chapter.

Sec. 43.59.140. DEPOSIT OF REVENUE, (a) The department shall
deposit the money collected under this chapter in the general fund.

(b) Sixty per cent of the money deposited in the general fund
under this chapter shall be placed in a special "permanent fund account”
in the general fund.

Sec. 43,59.150. PAYMENT TO ALASKA NATIVE FUND. When the tax
leyied under this chapter is payable, an amount equivalent to not less
than two per cent of the tax shall be paid by the state from oil and gas
royalties, bonuses and rentals into the Alaska Native fund established
by sec. 6 of the Alaska Native Claims Settlement Act (P.L. 92-203; 85
Stat. 688, 43 U.S.C. 160l et seq.) until all payments made into the fund
equal $500,000,000.

Sec. 43.59.160. DEFINITIONS. In thi3 chapter "department" means
the Department of Revenue, and oil and gas are as defined In AS 43-55-—
140.

* Sec. 2. This Act takes effect January 1, 1977*
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Introduced: 417176

Referred: Resources and Finance

BY COWPER,BRADLEY,BROWN,DUNCAN,

GARDINER, GRUENING, KELLEY, MCKINNON

MALONE, MILLER, NAUGHTON, PARKER,

IN THE HOUSE PARR AND SWANSON
2d SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 803
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act providing for an oil production income tax;
providing for an effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 43 is amended by adding a new chapter to read:

CHAPTER 59. OIL PRODUCTION INCOME TAX.

Sec. 43.59.010. TAX IMPOSED. There is imposed for each taxable

year uponan oil producer deriving income from oil productionin the

anc

state a tax equal to 9.4 per cent of the net income computed in accor-

dance with sec. 20 of this chapter.

Sec. 43.59.020. COMPUTATION OF TAX BASE. The tax under this

chapter is imposed on that portion of the wvalue of the oil atthe point

of first sale or Its .value at the refinery, whichever Is less, which

exceeds the sum of the following allowable costs:

(1) exploration costs attributable to oil, including bonus

payments, as computed under sec. 30 of this chapter;

(2) those field development costs and variable production

costs that are attributable to oil, as computed under secs. 40 and 50 0

this chapter;

(3) cost of transport of the oil from the field in which

was produced to the refinery or the point of first sale, whichever is

the base for the value determination for the computation of the tax;

(4) payments of the oil and gas properties production tax

made according to ch. 55 of this title during the taxable year, after

allowance for the credit accrued for the lease or property under A
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AS 43.58.180;
(5) general administrative costs of an amount equal
cents per barrel.

Sec. 43.59.030. EXPLORATION COST DEDUCTIONS. (a) Exploration
cost deductions shall be limited to

(1) the cost attributable to oil of geophysical and geologi-
cal Investigations incurred for the purpose of finding oil and gas In
Alaska;

(2) that part of the payments for the right to extract oil
and gas in Alaska that is attributable to oil;

(3) the cost attributable to oil of drilling for oil and gas
in Alaska.

(b) The percentage of total costs and payments that is attri-
butable to oil shall be equal to the percentage accounted for by oil In
the total value at the wellhead of oil and gas produced in the state
during the calendar year preceding that inwhich the cost Is incurred or

the payment made, i.e.,

co = °0+g *w o ~ 0+g» where

CQ = an oil producer’s deductible costs and payments attributable
to oil during a given calendar year
cotg = the fcotal costs incurred and payments made by the taxpayer
in that year in exploring for oil and gas in Alaska
WV0 = the wellhead value of all oil produced in the state during
the preceding year;
WV0+g = the wellhead value of all oil and gas produced in the state

during the preceding year.
(c) No costs paid for services or any portion of services used or
provided outside Alaska, salaries or wages not subject to the withhold-

ing of state income tax under AS 43.20.170, or payments for materials or
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supplies not physically located or consumed in Alaska may be deducted a5
an exploration cost.

(d) No costs incurred more than three years before the effective
date of this Act may be deducted as an exploration cost.

(e) No more than 20 per cent of the exploration costs incurred in
any calendar year may be deductible for that calendar year, or for any
succeeding calendar year.

(f) Exploration costs may be carried forward for purposes of com-
puting deductions a maximum of 10 years, and may be allocated among
fields at the election of the producer.

Sec. 43.59.040. FIELD DEVELOPMENT COST DEDUCTIONS. (a) For the
purpose of computing development cost deductions, all field development
costs shall be capitalized and depreciated over the Ilife of the field
or the useful life of the facility to which they are attributable,
whichever is less, in accordance with regulations promulgated by the
department. Each year the depreciation chargeable to oil shall be
determined by multiplying the total depreciation chargeable to the

field for that year by the fraction of the value of the field’'s produc-

tion accounted for by oil during that year.
(b) Field development costs shall be limited to the costs of goods
and services used in Alaska and useful in the production of the field

other than variable production costs as defined in sec. 50 of this
chapter; administrative, engineering, or design costs incurred outside
Alaska may not be allowed in calculating the deductions or the deprecia-
tion basis.

(c) No development cost incurred before January 1, 1970 shall be
included in calculating allowable deductions, and in the case of facili-
ties in operation before the effective date of this Act, the carrying

forward of depreciation accruing before the effective date of this Act
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shall not be permitted.

(d) Interest not to exceed nine per cent per annum on funds used
during and in the construction of facilities used and useful in the
production of a field may be capitalized.

Sec. 43.59.050. VARIABLE PRODUCTION COST DEDUCTIONS. (a) Deduc-
tible production costs are Ilimited to those costs allocable to oil which
would not be incurred if production were to cease, and may be carried
forward only under the conditions specified in sec. 70 of this chapter.

(b) Production costs allocable to oil shall be determined each
year by multiplying aggregate production costs in the field for oil and
gas by the fraction of the value of the field’'s production accounted for
by oil.

Sec. 43.59.060. TRANSPORTATION COST DEDUCTIONS. When the commis-
sioner of revenue determines that transportation tariffs or charges may
not accurately represent the true costs and that transportation charges
are being paid to an entity affiliated with an oil producer taxpayer,
he may, after promulgation of regulations governing the determination by
him of the fair transportation costs, and public hearing, make a deter-
mination of the deductible transportation cost for the purposes of com-
puting the taxes due under this chapter. No producer affected by this
determination shall be allowed transportation cost deductions in excess
of the amounts determined by the commissioner to be fair and deductible.

Sec. 43.59.070. LOSS CARRY FORWARD. Development and production
cost deductions may be carried forward only to the extent that they
exceed the total value of the oil at the point of value determination
for this tax, less transportation costs from the field; they may be
carried beyond any succeeding year only if no tax was due in that year

Sec. 43.59.080. ROYALTY OIL. The tax imposed by this chapter is
upon the value of the total production of all oil removed or sold from

2d SSHB 803



each lease or property, less any part the ownership or right to which

is exempt from taxation. In making settlement with a royalty owner
the producer may deduct the amount of the tax paid on royalty oil, or
may deduct royalty oil equivalent in value to the amount of tax paid,

at the time the tax becomes due.

Sec. 43.59.090. PAYMENT OP TAX. (a) The oil production income
tax shall be paid annually. The tax is due on April 15 on oil or gas
removed or sold from each lease or property during the preceding calen-
dar year.

(b) Every producer whose income is subject to the tax imposed by
this chapter shall file annually by February 1 of each year, with the
department, a statement showing the value of oil as specified in sec. 20
of this chapter, and shall under the penalty of perjury furnish all the
information the Department of Revenue prescribes on a form supplied by
the department.

(c) The tax payable under this chapter shall be allowed as a credi
against the tax due under ch. 20 of this title.

Sec. 43.59.100. VALUE MAY BE DETERMINED BY DEPARTMENT. The de-
partment may, under regulations promulgated in advance, determine the
fair market value of the oil at the point of first sale or at the
refinery when

(1) the seller and purchaser are affiliated persons;

(2) the sale and purchase of the production is not an arm's
length transaction or is not representative of competitive market value
0,

(3) there is no competitive market at the refinery for oil of
similar kind and quality.

Sec. 43.59.HO. ADMINISTRATION OP TAX. AS 43-55.040, 43-55.050,

43.55.070, 43.55.090, and 43.55.HO apply with respect to this chapter.
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Sec. 43.59.120. NONPAYMENT OF TAX. The provisions for civil
penalty, interest and remedy established in AS 43.58.120, 43.58.130,
and 43.58.150 apply to this chapter.

Sec. 43.59.130. REGULATIONS. The department may adopt regulations
in accordance with the Administrative Procedure Act (AS 44.62) al3 appro-
priate to administer and enforce this chapter.

Sec. 43-59.140. DEPOSIT OF REVENUE. (a) The department shall
deposit the money collected under this chapter in the general fund.

(b) Sixty per cent of the money deposited in the general fund
under this chapter shall be placed in a special "permanent fund account"”
in the general fund.

Sec. 43.59.150. PAYMENT TO ALASKA NATIVE FUND. When the tax
levied under this chapter is payable, an amount equivalent to not less
than two per cent of the tax shall be paid by the state from oil and gas
royalties, bonuses and rentals into the Alaska Native fund established
by sec. 6 of the Alaska Native Claims Settlement Act (P.L. 92-203; 85
Stat. 688; 43 U.S.C. 1601 et seq.) until all payments made into the fund

equal $500,000,000.

Sec. 43.59.180. DEFINITIONS. In this chapter "department” means
the Department of Revenue, and oil and gas are as defined in AS 43-55.—
140.
* Sec. 2. This Act takes effect Jtnuary 1, 1977.
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Introduced: 2/17/76
Referred; Resources and Finance

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

IN THE HOUSE MALONE,MILLER,NAUQHTON, PARKER,

PARR AND SWANSON
HOUSE BILL NO. 803

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

A BILL

For an Act entitled: "An Act providing for an oil production income tax; and

providing for an effective date."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 43 is amended by adding a new chapter to read:

CHAPTER 59. OIL PRODUCTION INCOME TAX.

Sec. 43.59-010. TAX IMPOSED. There is imposed for each taxable
year upon an oil producer deriving income from oil production in the
state a tax consisting of a normal tax equal to 10 per cent of the amount
computed under sec. 20 of this chapter and a surtax equal to 40 per cent
of the amount computed under sec. 30 of this chapter.

Sec. 43.59.020. COMPUTATION OF NORMAL TAX BASE. Normal tax under
this chapter is imposed on that portion of the value of the oil at the
point of first sale or its value at the refinery, whichever is less,
which exceeds the sum of the following allowable costs oy an amount not
greater than 25 per cent:

(1) exploration costs, Including bonus payments, as computed
under sec. 40 of this chapter;

(2) field development costs and production costs as computed
under sec. 50 of this chapter;

(3) cost of transport of the oil from the field In which it
was produced to the refinery or the point of first sale, whichever is

less;
(3) severance taxes 1imposed under chs. 55 and 57 of this title

(4) general administrative costs of an amount equal to 25
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cents per barrel.

Sec. 43.59.030. COMPUTATION OF SURTAX BASE. Surtax under this
chapter is imposed on the amount by which the value of the oil at the
point of first sale, or the refinery to which it is delivered, which—
ever is less, exceeds 125 per cent of the allowable costs set out in
sec. 20(a) - (e) of this chapter.

Sec. 43.59.040. EXPLORATION COST DEDUCTIONS. (a) Exploration
costs shall be limited to:

(1; costs attributable to oil of geophysical and geological
investigations for the purpose of finding oil and gas, providing the
investigations are carried out on land subject to this tax at the time
of the investigation;

(2) costs attributable to oil of acquiring interests in oil
and gas on lands subject to this tax;

(3) costs attributable to oil of exploration and exploratory
drilling for oil and gas on lands subject to this tax.

(b) No costs paid for services or any portion of services used or
provided outside Alaska, salaries or wages not subject to the withholding
of state income tax under AS 43.20.170, or payments for materials or
supplies not consumed or physically located in Alaska may be deducted as
an exploration cost.

(c) No costs incurred before tne effective date of this Act may be
deducted as an exploration cost.

(w) No more than 20 per cent of the exploration costs 1incurred
any year may be deductible in that year, or iri any succeeding year.

(e; Exploration costs may be carried forward for purposes of com—

puting deductions a maximum of 10 years.
(@) The percentage of exploration costs allocable to oil shall

equal to the percentage of the total wellhead value of oil and gas
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production accounted for by oil in the year preceeding that in which the
exploration costs are incurred.

Sec. 43.59.050. FIELD DEVELOPMENT AND PRODUCTION COST DEDUCTIONS,
(a) Field development and production costs are deductible only in
computing the tax due on oil produced from the field in which they were
incurred.

(b) Field development and production cost deductions are limited
to the costs of goods and services used and useful in Alaska 1in the
development or production of the field; no deduction for administrative,
engineering or design costs incurred outside Alaska may be allowed.

(c) Production costs are limited to those costs which would not be
incurred if production were to cease, and are deductible only against
income from oil produced in the year in which the costs were incurred.

(d) Development costs shall be deducted over the life of the
field or the useful life of the facility to which they are attributable,
whichever 1is less, in accordance with depreciation shcedules approved by
the department.

(e) No development costs incurred before January 1, 1970 are
deductible.

() Interest paid on funds used during and in the construction of
facilities used and useful in the production or development of a field
shall be capitalized and deducted over the life of the field in accord-—
ance with depreciation schedules approved by the department.

(g) The percentage of development and production cost allocable to
oil shall be equal to the percentage of the total wellhead value of oil
and gas produced from the field accounted for by oil in the year pre-
ceeuing that 1in which the deduction is taken.

Sec. 43.59.0bO. ROYALTY OIL. The tax imposed by this chapter 1is

upon the total production of all oil removed or sold from each lease or
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property, less any part the ownership or right to which 1is exempt from
taxation. In making settlement with a royalty owner the producer may
deduct the amount of the tax paid on royalty oil, or may deduct royalty
oil equivalent in value, at the time the tax becomes due, to the amount
of tax paid.

Sec. ”"3.59*070. PAYMENT OF TAX. (a) The oil production income tax
shall be paid annually. The tax 1is due on April 15 on oil or gas re—
moved or sold from each lease or property during the 12 months before
the preceding January.

(b) Every person engaged 1in producing oil and gas from properties
subject to this tax shall file annually by February 1 of each year, with
the department, a statement showing the value of oil as specified 1in
sec. 20 of this chapter and claimed deductions for each well or field
owned, worked or operated by that person during the previous year.

(c) The statement shall be on forms prescribed by or acceptable to
the department, under oath, and shall Include, in addition to other
Information required by regulation

(1) the name and address of the operator of the well or field
together with a list in duplicate of the names and addresses of any
persons owning or claiming a royalty Interest in the production of the
well or field or the proceeds from the sale of it, and the amount paid
or- delivered in k.-'nd as royalty to each of these persons during the
period covered by the statement;

(2) the description and location of the well or field;

3) the number of cubic feet of natural gas, barrels of
petroleum, or other crude or mineral oil extracted or produced from the
well or field during the period covered by the statement;

(4) the value of production at the point of first sale or

at the refinery, whichever 1is greater; and
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(5) the claimed deductions as allowed under sec. 20 of this
chapter and department regulations.

Sec. 43.59.080. VALUE MAY BE DETERMINED BY DEPARTMENT. The depart—
ment may determine the value of the oil at the point of first sale or
at the refinery when

(1) the seller and purchaser are affiliated persons;

(2) the sale and purchase of the production is not an arm"s
length transaction or is not representative of competitive market
value; or

(3) there is no free market at the refinery for oil of
similar kind and quality.

Sec. 43.59.090. ADMINISTRATION OF TAX. The tax imposed under this
chapter shall be administered in the manner provided in AS 43.55.040,
43.55.050, 43.55.070, 43.55.090, and 43.55.110.

Sec. 43.59.100. NONPAYMENT OF TAX. The provisions for civil
penalty, 1interest and remedy established in AS 43.58.120, 43.58.130, and
43.5B.150 apply to this chapter.

sec. 43.59 Ho. REGULATIONS. The department may adopt regulations
in accordance with the Administrative Procedure Act (AS 44.62) as appro—
priate to administer and enforce this chapter.

Sec. 43.59.120. DEPOSIT OF REVENUE. (a) The department shall
deposit the money collected under this chapter in the general fund.

(b) Sixty per cent of the money deposited in the general fund under
this chapter shall be placed in a special "permanent fund account™ in
the general fund.

Sec. 43.59.130. PRIVATE LAND INCENTIVE EXEMPTION. 0il produced
from nongovernmentally owned mineral fee interests 1is exempt from the
payment of taxes under this chapter.

Sec. 43.59.140. PAYMENT TO ALASKA NATIVE FUND. When the tax
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levied under this chapter 1is payable an amount equivalent to not less
than two per cent of the tax shall be paid by the state from oil and
gas royalties, bonuses and rentals into the Alaska Native Fund estab—
lished by sec. 6 of the Alaska Native Claims Settlement Act (P.L. 92-
203, 85 stat. 688, 43 U.S.C. 1601 et seq.) until all payments paid
into the fund equal $500,000,000.

sec. ~3.59.150. DEFINITIONS. In this chapter "department" means
the Department of Revenue.

Sec. 2. This Act takes effect January 1, 1977.
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Introduced: 2/17/76
Referred: Resources and Finance

BY COWPER,BRADLEY,BROWN,DUNCAN,
GARDINER,ORUENING,KELLEY ,MCKINNON
MALONE JMILLER ,NAUGHTON,PARKER,

THE H<USL PARR AND SWANSON
HOUSE BILL NO. 803
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act providing for an oil production income tax; and
providing for an effective date."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS *I3 is amended by adding a new chapter to read:

CHAPTER 59. OIL PRODUCTION INCOME TAX.

Sec. *13.59.010. TAX IMPOSED. There is imposed for each taxable
year upon an oil producer deriving income from oil production in the
state a tax consisting of a normal tax equal to 10 per cent of the amount
computed under sec. 20 of this chapter and a surtax equal to *I0 per cent
of the amount computed under sec. 30 of this chapter.

Sec. *13.59.020. COMPUTATION OF NORMAL TAX BASE. Normal tax under
this chapter is imposed on that portion of the value of the oil at the
point of first sale or its value at the refinery, whichever is less,
which exceeds the sum of the following allowable costs by an amount not
greater than 25 per cent:

(1) explojation costs, including bonus payments, as computed
under sec. *10 of this chapter;

) field development costs and production costs as computed
under sec. 50 of this chapter;

(3) cost of transport of the oil from the field in which it

was produced to the refinery or the point of first sale, whichever is

less;
(3) severance taxes imposed under chs. 55 and 57 of this title

) general administrative costs of an amount equal to 25
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cents per barrel.

Sec. 43.59.030. COMPUTATION OF SURTAX BASE. Surtax under this
chapter 1is imposed on the amount by which the value of the oil at the
point of first sale, or the refinery to which it is delivered, which—
ever is less, exceeds 125 per cent of th; allowable costs set out 1in
sec. 20(a) - (e) of this chapter.

Sec. 43.59.040. EXPLORATION COST DEDUCTIONS. (a) Exploration
costs shall be limited to:

(1) costs attributable to oil of geophysical and geological
investigations for the purpose of finding oil and gas, providing the
investigations are carried out on land subject tc this tax at the time
of the investigation;

(2 costs attributable to oil of acquiring interests in oil
and gas on lands subject to this tax;

3) costs attributable to oil of exploration and exploratory
drilling for oil and gas on lands subject to this tax.

(b) No costs paid for services or any portion of services used or
provided outside Alaska, salaries or wages not subject to the withholding
of state income tax under AS 43.20,170, or payments for materials or
supplies not consumed or physically located in Alaska may be deducted as
an exploration cost.

(e) Mo costs incurred before the effective date of this Act may be
deducted rs an exploration cost.

(d) No more than 20 per cent of the exploration costs incurred in
any year may be deductible in that year, or in any succeeding year.

(e) Exploration costs may be carried forward for purposes of com—

puting deductions a maximum of 10 years.
(f) The percentage of exploration costs allocable to oil shall be

equal j the percentage of the total wellhead value of oil and gas
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production accounted for by oil in the year proceeding that in which the
exploration costs are incurred.

Sec. ”"3.59«050. FIELD DEVELOPMENT AND PRODUCTION COST DEDUCTIONS,
(a) Field development and production costs are deductible only 1in
computing the tax due on oil produced from the field in which they were
incurred.

(b) Field development and production cost deductions are limited
to the costs of goods and services used and useful in Alaska in the
development cr production of the field; no deduction for administrative,
engineering or design costs incurred outside Alaska may be allowed.

(c) Production costs are limited to those costs which would not be
incurred if production were to cease, and are deductible only against
income from oil produced in the year in which the costs were incurred.

(d) Development costs shall be deducted over the life of the
field or the useful life of the facility to which they are attributable,
whichever 1is less, in accordance with depreciation shcedules approved by
the department.

(e) No development costs incurred before January 1, 1970 are
deductible.

) Interest paid on fur ~ used during and in the construction of
facilities used and useful 1in the production or development of a field
shall be capitalized and deducted over the life of the field in accord—
ance with depreciation schedules approved by the department.

(g) The percentage of development and production cost allocable to
oil shall be equal to the percentage of the total wellhead value of oil
and gas produced from the field accounted for by oil in the year pre-
ceeding that in which the deduction is taken.

Sec. 43.59-060. ROYALTY OIL. The tax imposed by this chapter is
upon the total production of all oil removed or sold from each lease or
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property, less any part the ownership or right to which is exempt from
taxation. In making settlement with a royalty owner the producer may
deduct the amount of the tax paid on royalty oil, or may deduct royalty

oil equivalent in value, at the time the tax becomes due, to the amount

Sec. 43.59.070. PAYMENT OP TAX. (a) The oil production income tax
shall be paid annually. The tax is due on April 15 on oil or gas re—
moved or sold from each lease or property during the 12 months before
the preceding January.

(b) Every person engaged 1in producing oil and gas from properties
subject to this tax shall file annually by February 1 of each year, with
the department, a statement showing the value of oil as specified in
sec. 20 of this chapter and claimed deductions for each well or field
owned, worked or operated by that person during the previous year.

(c) The statement shall be on forms prescribed by or acceptable to
the department, under oath, and shall include, 1in addition to other
information required by regulation

(1) the name and address of the operator of the well or field
together with a list in duplicate of the names and addresses of any
persons owning or claiming a royalty interest in the production of the
well or field or the proceeds from the sale of it, and the amount paid
or delivered in kind as royalty to each of these persons during the
period covered by the statement

the description and location of the well or field

(3) the number of cubic feet of natural gas, barrels of
petroleum, or other crude or mineral oil extracted or produced from the
well or field during the period covered by the statement;

4) the value of production at the point of first sale or

at the refinery, whichever is greater; and



(5) the claimed deductions as allowed under sec. 20 of this
chapter and department regulations.

Sec. 43.59.080. VALUE MAY BE DETERMINED BY DEPARTMENT. The depart—
ment may determine the value of the oil at the point of first sale or
at the refinery when

(1) the seller and purchaser are affiliated persons;

(2) the sale and purchase of the production is not an arm®"s
length transaction or is not representative of competitive market
value; or

(3) there is no free market at the refinery for oil of
similar kind and quality.

Sec. 43.59.090. ADMINISTRATION OP TAX. The tax imposed under this
chapter shall be administered in thf manner provided 1in AS 43.55.040,
43.55.050, 43.55.070, 43.55.090, and 43.55.110.

Sec. 43.59.100. NONPAYMENT OP TAX. The provisions for civil
penalty, 1interest and remedy established in AS 43.58.120, 43.58.130, and
43.58.150 apply to this chapter.

sec. 43.59 . Ho. REGULATIONS. The department may adopt regulations
in accordance with the Administrative Procedure Act (AS 44.62) as appro—
priate to administer and enforce this chapter.

Sec. 43.59.120. DEPOSIT OF REVENUE. (a) The department shall
deposit the money collected under this chapter in the general fund.

(b) Sixty per cent of the money deposited in the general fund under
this chapter shall be placed in a special "permanent fund account™ 1in
the general fund.

Sec. 43.59.130. PRIVATE LAND INCENTIVE EXEMPTION. Oil produced
from nongovernmentally owned mineral fee interests 1is exempt from the
payment of taxes under this chapter.

Sec. 43.59.140. PAYMENT TO ALASKA NATIVE FUND. When the tax
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levied under this chapter is payable an amount equivalent to not less
than two per cent of the tax shall be paid by the state from oil and
gas royalties, bonuses and rentals into the Alaska Native Fund estab—
lished by sec. 6 of the Alaska Native Claims Settlement Act (P.L. 92-
203, 85 Stat. 688, "3 U.S.C. 1601 et seq-) until all payments paid
into the fund equal $500,000,000.

Sec. ”"3.59*150. DEFINITIONS. In this chapter "department” means

the Department of Revenue.

* Sec. 2. This Act takes effect January 1, 1977.



Introduced: &/L7/76
Referred: Resources and Finance

BY COWPER,BRADLEY,BROWN,DUNCAN,
GARDINER,GRUENING,KELLEY,MCKINNON,
MALONE,MILLER,NAUGHTON,PARKER,
IN THE HOUSE PARR AND SWANSON
SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 803
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act providing for an oil production income tax; and
providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS A3 is amended by adding a new chapter to read:
CHAPTER 59« OIL PRODUCTION INCOME TAX.

Sec. A3.59*010. TAX IMPOSED. There 1is imposed for each taxable
year upon an oil producer deriving income from oil production in the
state a tax consisting of a normal tax equal to 10 per cent of the
amount computed under sec. 20 of this chapter and asurtax equal to AO
per cent of the amount computed under sec. 30 of thischapter.

Sec. A3.59.020. COMPUTATION OF NORMAL TAX BASE. Normal tax under
this chapter is imposed on that portion of the value of the oil at the
point of first sale or its value at the refinery, whichever 1is less,
which exceeds the sum of the following allowable costs, but is less than
125 per cent of the sum:

(1) exploration costs attributable to oil, including bonus
payments, as computed under sec. A0 of this chapter;

(2) those field development costs and variable production
costs that are attributable to oil, as computed under secs. 50 and 60 of
this chapter;

(3) cost of transport of the oil from the field iri which it
was produced to the refinery or the point of first sale, whichever 1is

the base for the value determination for the computation of the tax;
(A) severance taxes imposed under chs. 55 and 57 cf this
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title;
(5) general administrative costs of an amount equal to 25
cents per barrel.

Sec. 43.59.030. COMPUTATION OP SURTAX BASE. Surtax under this
chapter 1is imposed on the amount by which the value of the oil at the
point of first sale, or the refinery to which it is delivered, whichever
is less, exceeds 125 per cent of the allowable costs set out 1in sec.
20(1) - (5) of this chapter.

Sec. 43.59.040. EXPLORATION COST DEDUCTIONS. (a) Exploration
cost deductions shall be limited to

(1) the cost attributable to oil of geophysical andgeologi —
cal investigations incurred for the purpose of finding oil and gas, if
the investigations are cariied out on government land in the state;

(2) that part of the payments for the right to extract oil
and gasfrom government land in Alaska that is attributable to oil;

3) the cost attributable to oil of drilling for oil and gas
on government land in Alaska.

(b) The percentage of total costs and payments that is attri—
butable to oil shall be equal to the percentage accounted for by oil in
the total value at the wellhead of oil and gas produced in the state
during the calendar year preceding that in which the cost is incurred or
the payment made, i.e.,

Co mCO+E = * W K"ere
C0 = an oil producer®"s deductible costs and payments attributable

to oil during a given calendar year;

CO0+g = the total costs incurred and payments made by the taxpayer
in that year in exploring for oil and gas on government land;
VRVO = the wellhead value of all oil produced in the state during
the preceding ..ear;
803 2.
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WVO+g = the wellhead value of all oil and gas produced in the state
during the preceding year.

(c) No costs paid for services or any portion of services used or
provided outside Alaska, salaries or wages not subject to the withhold—
ing of state income tax under AS 43.20.170, or payments for materials or
supplies not physically located or consumed in Alaska may be deducted as
an exploration cost.

(d) No costs incurred more than three years before the effective
date of this Act may be deducted as an exploration cost.

(e) No more than 20 per cent of the exploration costs incurred 1in
any calendar year may be deductible for that calendar year, or for any
succeeding calendar year.

(f) Exploration costs may be carried forward for purposes of com—
puting deductions a maximum of 10 years, and may be allocated among
fields at the election of the producer.

Sec. 73.59.050. FIELD DEVELOPMENT COST DEDUCTIONS. (a) For the
purpose of computing development cost deductions, all field development
costs shall be capitalised and depreciated over the life of the field
or the useful life of the facility to which they are attributable,
whichever is less, In accordance with regulations promulgated by the
department. Each year the depreciation chargeable to oil shall bo
determined by multiplying the total depreciation chargeable to the
field for that year by the fraction of the value of the field"s produc—
tion accounted for by oil during that year.

(b) Field development costs shall be limited to the costs of goods
and services used in Alaska and useful 1in the production of the field
other than variable production costs as defined in sec. 60 of this
chapter] administrative, engineering, or design costs incurred outside
Alaska may not be allowed in calculating the deductions or the deprecia-
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tion basis.

(c) No development cost incurred before January 1, 1970 shall be
included in calculating allowable deductions, and in the case of facili—
ties in operation before the effective date of this Act, the carrying
forward of depreciation accruing before the effective date of this Act
shall not be permitt d.

(d) Interest not to exceed nine per cent per annum on funds used
during and in the construction of facilities used and useful in the
production of a field may be capitalised.

Sec. 43.59.060. VARIABLE PRODUCTION COST DEDUCTIONS. (a) Deduc—
tible production costs are limited to those costs allocable tc oil which
would not be incurred i1f production were to cease, and may be carried
forward only under the conditions specified in sec. 80 of thy chapter.

(b) Production costs allocable to oil shall be determined each
year Dby multiplying aggregate production costs in the field for oil a..d
gas by the fraction of the value of the field™ production accounted for
by oil.

Sec. "13.59.070. TRANSPORTATION COST DEDUCTIONS. When the commis—
sioner of revenue determines that transportation tariffs or charges may
not accurately represent the true costs and that transportation charges
are being paid to an entity affiliated with an oil producer taxpayer,
he may, after promulgation of regulations governing the determination by
him of the fair transportation costs, and public hearing, make a deter—
mination of the deductible transportation cost for the purposes of com—
puting the taxes due under this chapter. Mo producer affected by this
determination shall be allowed transportation cost deductions in excess
of the amounts determined by the commissioner to be fair and deductible.

sec. 13.59.080. LOSS CARRY FORWARD. Development and production

cost deductions may be carried forward only to the extent that they



exceed the total value of the oil at the point of value determination
for this tax, less transportation costs from the field; they may be
carried beyond any succeeding year only if no tax was due in that year.

Sec. *13.59.090. ROYALTY OIL. The tax imposed by this chapter 1is
upon the value of the total production of all oil removed or sold from
each lease or property, less any part the ownership or right to which
is exempt from taxation. In making settlement with a royalty owner
the producer may deduct the amount of the tax paid o royalty oil, or
may deduct royalty oil equivalent in value to the amount of tax paid,
at the time the tax becomes due.

sec. #3-59.100. PAYMENT OP TAX. (a) The oil production income
tax shall be paid annually. The tax is due ori April 15 on oil 0l gas-
removed or sold from each lease or property during the preceding calen—
dar year.

(b) Every producer whose Income is subject to the tax imposed by
this chapter shall file annually by February 1 of each year, with the
department, a statement showing the value of oil as specified in sec. 20
of this chapter, and shall under the penalty of perjury furnish ill the
information the Department of Revenue prescribes 0l a form supplied by
the department.

Sec. *13.59.110. VALUE MAY BE DETERMINED BY DEPARTMENT. The de—
partment may, under regulations promulgated in advance, determine the
fair market value of the oil at the point of first sale or at the
refinery when

(1) the seller and purchaser are affiliated persons;
(2) the sale and purchase of the production is not an arm"s
length transaction or 1is not representative of competitive market value;

or

(3) there Is no competitive market at the refinery for oil of



similar kind and quality.

Sec. ”"3.59.120. ADMINISTRATION OP TAX. AS 43.55.040, 43.55.050,
43.55.070, 43.55.090, and 43 .55 110 apply with respect to this chapter.
sec. 43.59.130. NONPAYMENT OF TAX. The provisions for civil
penalty, interest and remedy established in AS 43.58.120, 43.58.130,

and 43.58.150 apply to this chapter.

Sec. 43.59.140. REGULATIONS. The department may adopt regulations
in accordance with the Administrative Procedure Act (AS 44.62) as appro—
priate to administer and enforce this chapter.

Sec. 43.59.150. DEPOSIT OF REVENUE. (a) The department shall
deposit the money collected under this chapter in the general fund.

(b) Sixty per cent of the money deposited in the general fund
under this chapter shall be placed in a special "permanent fund account™”
in the general fund.

sec. 43.59.160. PRIVATE LAND INCENTIVE EXEMPTION. The provisions
of this chapter are not applicable to oil produced from nongovernmen-
taily owned mineral fee interests.

sec. 43.59.i70. PAYMENT TO ALASKA NATIVE FUND. When the tax
levied under this chapter 1is payable, an amount equivalent to not less
than two per cent of the tax shall be paid by the state? from oil and gas
royalties, bonuses and rentals into the Alaska Native fund established
by sec. 6 of the Alaska Native Claims Settlement Act (P.L. 92-203; 65
Stat. 688; 43 U.S.C. 1601 el seq.) until all payments made Into the fund
equal $500,000,000.

Sec. 43.59.180. DEFINITIONS. In this chapter "department" means
the Department of Revenue, and oil and gas are as defined in AS 43.55._-
140.

Sec. 2. This Act takes effect January 1, 1977.



Introduced: 3/17/76
Refeil Ffed: Resources and Finance

BY COWPER,BRADLEY,BROWN,DUNCAN,
GARDINER,GRUENING,KELLEY ,MCKINNON,
MALONE ,MILLER,NAUGHTON,PARKER,
IN THE HOUSE PARR AND SWANSON
SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 803
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act providing for an oil production income tax; and
providing for an effective dale.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
- Section 1. AS A3 is amended by adding a new chapter to read:

CHAPTER 59. OIL PRODUCTION INCOME TAX.

Sec. A3-59.010. TAX IMPOSED. There 1is imposed for each taxable
your upon an oil producer deriving income from oil production in the
state a tax consisting of a normal tax equal to 10 per cent of the
amount computed under sec. 20 of this chapter and asurtax equal to AO
per cent of the amount computed under sec. 30 of thischapter.

Sec. A3.59.020. COMPUTATION OF NORMAL TAX BASE. Normal tax under
this chapter is imposed on that portion of the value of the oil at the
point of first sale or its value at the refinery, whichever is less,
which exceeds the sum of the following allowable costs, but is less than
J.25 per cent of the sum:

(1) exploration costs attributable to oil, Including bonus
payments, as computed under sec. A0 of this chapter;

(2) those field development costs and variable production
costs that are attributable to oil, as computed under secs. 50 and 60 of
tills chapter;

(3) ~cost of transport of the oil from the field in which it
was produced to the refinery or the point of first sale, whichever is

the base for the value determination for the computation of the fax;
(A) severance taxes imposed under chs. 55 and 57 of this
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title;
(5) general administrative costs of an amount equal to 25
cents per barrel.

Sec. 43.59-030. COMPUTATION OP SURTAX BASE. Surtax under this
chapter 1is imposed on the amount by which the value of the oil at the
point of first sale, or the refinery to which it is delivered, whicheveli
is less, exceeds 125 per cent of the allowable costs set out in sec.
200 ) - (5) of this chapter.

sec. 43.59.0110. EXPLORATION COST DEDUCTIONS. (a) Exploration
cost deductions shall be limited to

(1) the cost attributable to oil of geophysical andgeologi —
cal investigationsincurred for the purpose of finding oil and gas, if
the investigations are carried out on government land in the state;

(2) that part of the payments for the right to extract oil
and gasfrom government land in Alaska that is attributable to oil;

(3) the cost attributable to oil of drilling for oil and gas
on government land in Alaska.

(b) The percentage of total costs and payments <hat is attri—
butable to oil shall be equal to the percentage accounted for by oil in
the total value at the wellhead of oil and gas produced in the state
during the calendar year preceding that in which the cost 1is incurred or
the payment made, i.e.,

Co m “d+g <« WV " Vo+E> “here
Cn = an oil producer®s deductible costs and payments attributable

to oil during a given calendar year;

CO+E = the total costs Incurred and payments made by the taxpayer
in that year in exploring for oil and gas on government land;
WV0 = the wellhead value of all oil produced in the state during

the preceding year;



E B © o

&

N

(&

B 8 N B B

WVO+tr = the wellhead value of all oil and gas produced in the state
during the preceding year.

(c) No costs paid for services or any portion of services used or
provided outside Alaska, salaries or wages not subject to the withhold—
ing of state income tax under As *43.20.170, or payments for materials or
supplies not physically located or consumed in Alaska may be deducted as
an exploration cost.

(d) No costs incurred more thar three years before the effective
date of this Act may be deducted as an exploration cost.

(e) No more than 20 per cent of the exploration costs incurred in
any calendar year may be deductible for that calendar year, or for any
succeeding calendar year.

(f) Exploration costs may be carried forward for purposes of com—
puting deductions a maximum of 10 years, and may be allocated among
fields at the election of the producer.

Sec. 113.59.050. FIELD DEVELOPMENT COST DEDUCTIONS. fa) For the
purpose of computing development cost deductions, all field development
costs shall be capitalized and depreciated over the life of the field
or the useful life of the facility to which they are attributable,
whichever is less, in accordance with regulations promulgated by v.lk
department Each year the depreciation chargeable to oil shall bo
determined by multiplying the total depreciation chargeable to the
field for that year by the fraction of the value of the field"s produc—

tion accounted far by oil during that year.

(b) Field development costs shall be limited to the costs of goods

and services used in Alaska and useful in the production of the field
other than variable production costs as defined in sec. 60 of this
chapter; administrative, engineering, or design costs incurred outside
Alaska may not be allowed In calculating the deductions or the deprecia-
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tion basis.

(c) No development cost incurred before January 1, 1970 shall be
Included in calculating allowable deductions, and in the case of facili—
ties in operation before the effective date of this Act, the carrying
forward of depreciation accruing before the effective date of this Act
shall not be permitted.

(©)) Interest not to exceed nine per cent per annum on funds used
during and in the construction of facilities used and useful 1in the
production of a field nay be capitalized.

Sec. "13.59.060. VARIABLE PRODUCTION COST DEDUCTIONS. (a) Deduc —
tible production costs are limited to those costs allocable to oil which
would not be incurred if production were to cease, and may be carried
forward only under the conditions specified in sec. 80 of this chapter.

(b) Production costs allocable to oil shall be determined each
year by multiplying aggregate production costs in the field for oil and
gas by the fraction of the value of the field"s production accounted for
by oil.

Sec. "13.99.070. TRANSPORTATION COST DEDUCTIONS. When the commis—
sioner of revenue determines that transportation tariffs r charges may
not accurately represent the true costs and that transportation charges
are being paid to an entity affiliated with an oil producer taxpayer,
he rnay, after promulgation of regulations governing the determination by
him of the fair transportation costs, and public hearing, make a deter—
mination of the deductible transportation cost for the purposes of com—
puting the taxes due under this chapter. No producer affected by this
determination shall be allowed transportation cost deductions in excess
of the amounts determined by the commissioner to be fair and deductible.

Sec. 73.59.080. LOSS CARRY FORWARD. Development and production

cost deductions may be carried forward only to the extent that they
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exceed the total value of the oil at the point of value determination
for this tax, less transportation costs from the field; they may be
carried beyond any succeeding year only if no tax was due in that year.

Sec. ”"3*59.090. ROYALTY OIL. The tax imposed by this chapter 1is
upon the value of the total production of all oil removed or sold from
each lease or property, less any part the ownership or right to which
is exempt from taxation. In making settlement With a royalty owneh
the producer may deduct the amount of the tax paid on .royalty oil, or
may deduct royalty oil equivalent in value to the amount of tax paid,
at the time the tax becomes due.

Sec. ”73.59*100. PAYMENT OP TAX. (a) The oil production income
tax shall be paid annually. The tax is due on April 15 on oil or gar
removed or sold from each lease or property during the preceding calen—
dar year.

(b) Every producer whose income 1is subject to the tax imposed by
this chapter shall file annually by February 1 of each year, wJbh the
department, a statement showing the value of oil as specifled in sec. SO
of this chapter, and shall under the penalty of perjury furnish all the
Information the Department of Revenue prescribes on a form supplied by
the department.

sec. 13.59.110. VALUE MAY HE DETERMINED BY DEPARTMENT. The de—
partment may, under regulations promulgated 1in advance, determine the
fair market value of the oil at the point of first sale or at the
refinery when

(1) the seller and purchaser are affiliated persons;

(?) the sale and purchase of the production is not ari arm"s
length transaction or Is not representative of competitive market value;
or

(3) there is no competitive market at the refinery for oil of
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similar kind and quality.

Sec. 113.59.120. ADMINISTRATION OF TAX. AS 1(3.55.040, 43-55.050,
43.55.070, 43.55.090, and 43 .55 110 apply with respect to this chapter.

sec. 43.59.130. NONPAYMENT OF TAX. The provisions for civil
penalty, 1interest and remedy established in AS 43.58.120, 43.58.130,
and 43.58.150 apply to this chapter.

sec. 43.59.140. REGULATIONS. The department may adopt regulations
it accordance with the Administrative Procedure Act (AS hh .62) as appro—
priate to administer and enforce this chapter.

Sec. 43.59.150. DEPOSIT OF REVENUE. (a) The department shall
deposit the money collected under this chapter in the general fund.

(b) Sixty per cent of the money deposited in the general fund
under this chapter shall be placed in a special "permanent fund account™
.in the general fund.

sec. 43.59.160. PRIVATE LAND INCENTIVE EXEMPTION. The provisions
of this chapter are not applicable to oil produced from nongovernmen—
tslly owned mineral fee interests.

Sec. 43.59.170. PAYMENT TO ALASKA NATIVE FUND. When the tax
levied under this chapter 1is payable, an amount equivalent to not less
than two per cent of the tax shall be paid by the state; from oil and gas
royalties, bonuses and rentals into the Alaska Native fund established
by sec. 6 of the Alaska Native Claims Settlement Act (P.L. 92-203; 85
Stall. 688; 43 U.S.C. 1601 et seq.) until all payments made into the fund
equal $500,000,000.

sec. 43.59.180. DEFINITIONS. In this chapter "department” means
the Department of Revenue, and oil and gas are as defined in AS 43 .55 .-
140.

Sec. 2. This Act takes effect January 1, 1977
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A BILL
For an Act entitled: "An Act providing for an oil production income tax; and
providing for an effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
- Section 1. AS A3 is amended by adding a new chapter to read:

CHAPTER 59. OIL PRODUCTION INCOME TAX.

Sec. Ax.59-010. TAX IMPOSED. There is imposed for each taxable
year upon an oil producer deriving income from oil production in the
state a tax consisting of a normal tax equal to 10 per cent of the
amount computed wunder sec. 20 of this chapter and asurtax equal to AO
per* cent of the amount computed under sec. 30 of thischapter.

Sec. A3.59.020. COMPUTATION OF NORMAL TAX BASE. Normal tax under
this chapter is imposed on that portion of the value of the oil at the
point of first sale or its value at the refinery, whichever Is less,
which exceeds the sum of the following allowable costs, but is loss than
125 per cent of the sum:

(1) exploration costs attributable to oil, Including bonus
payments, as computed under sec. AO of this chapter;

(2) those field development costs and variable production
costs that are attributable to oil, as computed under secs. 50 and GO of
tills chapter;

(3) cost of transport of the oil from the field ir, which it
was produced to the refinery or the point of first sale, whichever is

the base for the value determination for the computation of the tax;
(A) severance taxes imposed under chs. 55 and 57 of this
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title;
(5) general administrative costs of an amount equal to 25
cents per barrel.

.Sec. 43.59.030. COMPUTATION OP SURTAX BASE. Surtax under this
chapter 1is imposed on the amount by which the value of the oil at the
point of first sale, or the refinery to which Jt is delivered, whichever
is less, exceeds 125 per cent of the allowable costs set out in sec.
20(1) - (5) of this chapter.

Sec. 43.59.040. EXPLORATION COST DEDUCTIONS. (a) Exploration
cost deductions shall be limited to

(1) the cost attributable to oil of geophysical andgeologi —
cal investigations incurred for the purposeof finding oil and gas, if
the investigations are carried out on government land in the state;

(2) that part of the payments for the right to extract oil
and gasfrom government land in Alaska that is attributable to oil;

3) the cost attributable to oil of drilling for oil and gas
on government land in Alaska.

(b) The percentage of total costs and payments that is attri—
butable to oil shall be equal to the percentage accounted for by oil 1in
the total value at the wellhead of oi] and gas produced in the state
during the calendar year preceding that in which the cost is incurred or

the payment made, 1i.e.,

Co = Co+tg * W o/WVo+g> where

CO = an oil producer®s deductible costs and payments attributable
to oil during a given calendar year;
Co+tg = the total costs incurred and payments made by the taxpayer
in that year in exploring for oil and gas on government land;
WVQ = the wellhead value of all oil produced in the state during

the preceding year;
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HVo+g = the wellhead value of all o:Ll and gas produced in the state
during the preceding year.

(c) No costs paid for services or any portion of services used or
provided outside Alaska, salaries or wages not subject to the withhold—
ing of state income tax under AS 43.20.170, or payments for materials or
supplies not physically located or consumed in Alaska may be deducted as
an exploration cost.

(d) No costs incurred more than three years before the effective
date of this Act may be deducted as an exploration cost.

(e) Mo more than 20 per cent of the exploration costs incurred in
any calendar year may be deductible for that calendar year, or for any
succeeding calendar year.

(f) Exploration costs may oe carried forward for purposes of com—
puting deductions a maximum of 10 years, and may be allocated among
fieiu"J at the election of the producer.

Sec. 43.59.050. FIELD DEVELOPMENT COST DEDUCTIONS. (a) For the
purpose of computing development cost deductions, all field development
costs shall be capitalized and depreciated over the life of the field
or the useful life of the facility to which they are attributable,
whichever 1is less, In accordance with regulations promulgated by the
department. Each year the depreciation chargeable to oil shall be
determined by multiplying the total depreciation chargeable to the
field for that year by the fraction of the value of the field"s produc—
tion accounted for by oil during that year.

(b) Field development costs shall be limited to the costs of goods
and services used in Alaska and useful in the production of the field
other than variable production costs as defined in sec. 60 of this
chapter; administrative, engineering, or design costs incurred outside
Alaska may not be allowed in calculating the deductions or ohe deprecia-
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tion basis.

(c) No development cost incurred before January 1, 1970 shall be
included in calculating allowable deductions, and in the case of facili—
ties in operation before the effective date of this Act, the carrying
forward of depreciation accruing before the effective date of this Act
shall not be permitted.

(@) Interest not to exceed nine per cent per annum on funds used
during and in the construction of facilities used arid useful 1in the
production of a field may be capitalised.

Sec. 7~3.59.060. VARIABLE PRODUCTION COST DEDUCTIONS. (a) Deduc —
tible production costs are limited to those costs allocable to oil which
would not be incurred if production were to cease, and may be carried
forward only under the conditions specified in sec. 80 of this chapter.

(b) Production costs allocable to oil shall be determined each
year by multiplying aggregate production costs in the field for oil and
gas by the fraction of the value of the field"s production accounted lor
by oil.

Sec. "13.59.870. TRANSPORTATION COST DEDUCTIONS. When the commis—
sioner of revenue determines that transportation tariffs or charges may
not accurately represent the true costs and that transportation charges
are being paid to an entity affiliated with an oil producer taxpayer,
he may, after promulgation of regulations governing the determination by
him of the fair transportation costs, and public hearing, make a deter—
mination of the deductible transportation cost for the purposes of com—
puting the taxes due under this chapter. Mo producer affected by this
determination shall be allowed transportation cost deductions 1in excess
of the amounts determined by the commissioner to be fair and deductible.

sec. ~3.59.080. Loss CARRY FORWARD. Development and production

cost deductions may be carried forward only to the extent that they

SSHB 803 -il-



exceed the total value of the c".1 at the point of value determination
for this tax, less transportation costs from the field, they may be
carried beyond any succeeding year only if no tax was due 1in that year.

Sec. Jd3.59.090. ROYALTY OIL. The tax imposed by this chapter is
upon the value of the total production of all oil removed or sold from
each lease or property, less any part the ownership or right to which
is exempt from taxation. In making settlement with a royalty owner
the producer may deduct the amount of the tax paid on royalty oil, or
may deduct royalty oil equivalent in value to the amount of tux paid,
at the time the tax becomes due.

Sec. 1)3+59-100. PAYMENT OF TAX. (a) The oil production income
tax shall be paid -"nnuaily. The tax is due on April 15 on oil or gas
removed or sold froi each lease or property during the preceding calen—
dar year.

(b) Every producer whose income is subject to the tax imposed by
this chapter shall file annually by February 1 of each year, with the
department, a statement showing the value of oil as specified in sec. 20
of this chapter, and shall under the penalty of perjury furnish all the
information the Department of Revenue prescribes on a form supplied by
the department.

Sec. "i3.59.110. VALUE MAY BE DETERMINED BY DEPARTMENT. The de—
partment may, under regulations promulgated in advance, determine the
fair market value of the oil at the point of first sale cr at the
refinery when

(1) the seller and purchaser are affiliated persons;
(2) the sale and purchase of the production 1is not an arm"s
length transaction or is not representative of competitive market value;

or
(3) there 1is no competitive market at the refinery for oil of
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similar kind and quality.

Sec. 113.59.120. ADMINISTRATION OF TAX. AS 1J]3.55.040, 43.55.050,
N3-55-070, 73«55« 090, and 43.55.110 apply with respect to this chapter.
Sec. 113.59.130. NONPAYMENT OF TAX. The provisions for civil
penalty, interest and remedy established 1i.. AS 1J3.SB.IPO, h3.58.i30,

and i33.58.150 apply to this chapter.

Sec. 43259« 1h0. REGULATIONS. The department may adopt regulations
in accordance with the Administrative Procedure Act (AS <-..62) as appro—
priate to administer p enforce this chapter.

Sec. 113.5S1.150. DEPOSIT OF REVENUE. (a) The department shall
deposit the money collected under this chapter in the general fund.

(b) Sixty per cent of the money deposited in the general fund
under thin chapter shall he placed in a special "permanent fund account"”
in the general fund.

Sec. 113.59.160. PRIVATE LAND INCENTIVE EXEMPTION. The orovislons
of this chapter are not applicable to oil produced from nongovernmen-
t"lly owned mineral fee interests.

Sec. 43.59.170. PAYMENT TO ALASKA NATIVE FUND. When the tax
levied under this chapter 1is payable, an amount equivalent, to not less

an two per cent of the tax shall be paid by the state from oil and gas
royalties, bonuses and rentals into the Alaska Mr jve fund established
by sec. 6 of the Alaska Native Claims Settlement Act (P.L. 92-203; R5
Star.. 688; U3 u.3.c. 1601 et seq.) until all payments made into the fund
equal $500,000,000.

Sec. 113.59.180. DEFINITIONS. In this chapter "department™ means
the Department of Revenue, and oil and gas are as defined in AS 43.5,5.-
14 0.

Sc. 2. This Act takes effect January 1, 1977.



=]

*

5 B B B wo

&

29

Introduced: 3/17/76
Referred: Resources and Finance

3Y COWPER,3RADLEY,BROWN,DUNCAN,
GARDINER,GRUENING,KELLEY.MCKINNON,
MALONE.MILLER,NAUGHTON,PARKER,

11! THE HOUSE PARR AND SWANSON

SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 803

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act providing for an oil production income tax; and
providing for an effective date."

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

s Section 1. AS A3 is amended by adding a new chapter to read:

CHAPTER 59. OIL PRODUCTION INCOME TAX.

Sec. A3.59.010. TAX IMPOSED. There 1is imposed for each taxable
year upon an oil producer deriving income from oil production in the
state a tax consisting of a normal tax equal to 10 per cent of the
amount computed under sec. 20 of this chapter and a surtax equal to A0
per cent of the amount computed under sec. 30 of this chapter.

Sec. A3.59.020. COMPUTATION OF NORMAL TAX BASE. Normal tax under
this chapter is Imposed on that portion of the value of the oil at the
point of first sale or its value at the refinery, whichever 1is less,
which exceeds the sum of the following allowable cost, , but is less than
125 per cent of the sum:

(1) exploration costs attributable to oiJ, including bonus
paymentsi as computed under sec. Ao of this chapter;

(2) ~hose field development costs and variable production
coots that are attributable to oil, as computed under secs. 50 and 60 of
this chapter-;

(3) cost of transport of the oil from the field in which it
was produced to tne refinery or the point of firrt sale, whichever is

the base for the value determination for the computation of the tax;
(A) severance taxes imposed under chs. 55 and 57 of this
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title;
(5) general administrative costs of an amount equal to
cents per barrel.

Sec. 43.59.030. COMPUTATION OP SURTAX BASE. Surtax under this
chapter 1is Imposed on the amount by which the value of the oil at the
point of first sale, or the refinery to which it is delivered, whichever
is less, exceeds 125 per cent of the allowable costs set out in sec.
20(1) - (5) of this chapter.

Sec. 43.59-040. EXPLORATION COST DEDUCTIONS. (a) Exploration
cost deductions shall be limited to

(1) the cost attributable to oil of geophysical and geologi —
cal investigations |Incurred for the purposeof finding oil and gas, if
the investigations are carried out on government land in the state;

(2) that part of the payments for the right to extract oil
and gasfrom government land in Alaska that is attributable to oil;

(3) the cost attributable to oil of drilling for oil and gas
on government land in Alaska.

(b) The percentage of total costs and payments that is attri—
butable to oil shall be equal to the percentage accounted for by oil in
the total value at the wellhead of oil and gas produced in the state
during the calendar year preceding that in which the cost 1is incurred or

the payment made, 1i.e.,

Co = Co+s * WVo/WVo+g * Vihore

CQ = an oil producer®s deductible costs and payments attributable
to oil 1luring a given calendar year;
CB+g = the total costs incurred and payments made by the taxpayer
in that year in exploring for oil and gas on government land;
VNVQ = the wellhead value of all oil produced in the state during

the preceding year;
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WVO+E = the wellhead value of all oil and gas produced in the state
during the preceding year.

(c) No costs paid for services or any portion of services used or
provided outside Alaska, salaries or wages not subject to the withhold—
ing of state income tax under AS 43.20.170, or payments for materials or
supplies not physically located or consumed in Alaska may be deducted as
an exploration cost.

(d) No costs incurred more than three years before the effective
date of this Act may be deducted as an exploration cost.

(e) No more thar. 20 per cent of the exploration costs incurred in
any calendar year may be deductible for that calendar year, or for any
succeeding calendar year.

(f) Exploration costs may be carried forward for purposes of com—
puting deductions a maximum of 10 years, and may be allocated among
fields at the election of the producer.

Sec. 43.59.050. FIELD DEVELOPMENT COST DEDUCTIONS. (a) For the
purpose of computing development cost deductions, all field development
costs shall be capitalized and depreciated over the life of the field
or the useful life of the facility to which they are attributable,
whichever is less, in accordance with regulations promulgated by tho
department. Each year the depreciation chargeable to oil shall be
determined by multiplying the total depreciation chargeable to the
field for that year by the fraction of the value of the field"s produc—
tion accounted for by oil during that year.

(b) Field development costs shall be limited to the costs of goods
and services used in Alaska and useful in the production of the field
other than variable production costs as defined in sec. 60 of this
chapter; administrative, engineering, or design costs Incurred outside
Alaska may not be allowed in calculating the deductions or the deprecia-
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tion basis.

(c) Ho development cost incurred before January 1, 1970 shall be
included in calculating allowable deductions, and in the case of facili—
ties iIn operation before the effective date of this Act, the carrying
forward of depreciation accruing before the effective date of this Act
shall not be permitted.

(d) Interest not to exceed nine per cent per annum on funds used
during and in the construction of facilities used and useful in the
production of a field may be capitalised.

Sec. 1!3.59.060. VARIABLE PRODUCTION COST DEDUCTIONS. (a) Deduc —
tible production costs are limited to those costs allocable to oil which
would not be incurred if production were to cease, and may be carried
forward only under the conditions specified in sec. 80 of this chapter.

(b) Production costs allocable to oil shall be determined each
year by multiplying aggregate production costs in the field for oil and
gas by the fraction of the value of the field"s production accounted for
by oil.

Sec. *13.59.070. TRANSPORTATION COST DEDUCTIONS. V/hen the commis—
sioner of revenue determines that transportation tariffs or charges may
not accurately represent the true costs and that transportation charges
are being paid to an entity affiliated with an oil producer taxpayer,
he may, after promulgation of regulations governing the determination by
him of the fair transportation costs, and public hearing, make a deter—
mination of the deductible transportation ~ost for the purposes of com—
puting the taxes due under this chapter. Mo producer affected by this
determination shall be allowed transportation cost deductions 1in excess
of the amounts determined by the commissioner to be fair and deductible.

sec. 13.59.080. LOSS CARRY FORWARD. Development and production
cost deductions may be carried forward only to the extent that they
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exceed the total value of the oil at the point of value determination
for this tax, less transportation costs from the field; they may he
carried beyond any succeeding® year only if no tax was due in that year.

Sec. 43>59.090. ROYALTY OIL. The tax imposed by this chapter is
upon the value of the total production of all oil removed or sold from
each lease or property, less any part the ownership or right to which
Is exempt from taxation. In making settlement with a royalty owner
the producer may deduct the amount of the tax paid on royalty oil, or
may deduct royalty oil equivalent in value to the amount of tax paid,
at the time the tax becomes due.

Sec. A3.59-100. PAYMENT OF TAX. (a) The oil production income
tax shall be paid annually. The tax 1is due on April 15 on oil or gas
removed or sold from each lease or property during the preceding calen—
dar year.

(b) Every producer whose income 1is subject to the tax imposed by
this chapter shall file annually by February 1 of each year, wJMi the
department, a statement _showing the value of oil as specified 1in sec.
of this chapter, arid shall under the penalty of perjury furnish ali the
information the Department of Revenue prescribes on a form supplied by
the department.

Sec. A3,59.110. VALUE MAY BE DETERMINED BY DEPARTMENT. The de—
partment may, under regulations promulgated in advance, determine the
fair market value of the oil at the point of first sale or at the
refinery when

(1) the seller and purchaser are affiliated oersons;
(2) the sale and purchase of the production is not an arm"s
length transaction or is not representative of competitive market value;

or
(3) there 1is no competitive market at the refinery for oil
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similar kind and quality.

Sec. 43.59.120. ADMINISTRATION OP TAX. AS 43.55.040, 43-55-050,
43-55.070, 43.55.090, and 43.55.110 apply with respect to this chapter.
Sec. 43.59.130. NONPAYMENT OF TAX. The provisions for civil
penalty, 1interest and remedy established in AS 43.58.120, 43.58.130,

and 43.58.150 apply to this chapter.

Sec. 43.59.140. REGULATIONS. The department may adopt regulations
in accordance with the Administrative Procedure Act (AS 44.62) as appro-—
priate to administer and enforce this chapter.

Sec. 43.59.150. DEPOSIT OF REVENUE. (a) The department shall
deposit the money collected under this chapter in the general fund.

(b) Sixty per cent of the money deposited in the general fund
under this chapter shall be placed in a special "permanent fund account"
in the general fund.

Sec. 43.59.160. PRIVATE LAND INCENTIVE EXEMPTION. The provisions
of this chapter are not applicable to oil produced from nongovernment
tally owned mineral fee interests.

Sec. 43.59.170. PAYMENT TO ALASKA NATIVE FUND. When the tax
levied under this chapter is payable, an amount equivalent to not less
than two per cent of the tax shall be paid by the state from oil and gas
royalties, bonuses and rentals into the Alaska Native fund established
by sec. 6 of the Alaska Native Claims Settlement Act (F.L. 92-203; 85
Stat. 688; 43 U.S.C. 1601 et sea.) until all payments made into the fund
equal $500,000,000.

Sec. 43.59.180. DEFINITIONS. In this chapter "department™ means
the Department of Revenue, and oil and gas are as defined in AS 43.55.-
140.

* Sec. 2. This Act takes effect January 1, 1977-
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Introduced: 3/ 17/76
Referred: Resources and Finance

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

IN THE HOUSE PARR AND SWANSON

SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 803
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act providing for an oil production income tax; and

providing for an effective date."
IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
- Section 1. AS 43 is amended by adding a new chapter to read:

CHAPTER 59. OIL PRODUCTION INCOME TAX.

Sec. A3,59.010. TAX IMPOSED. There is imposed for each taxable
year upon an oil producer deriving income from oil production in the
state a tax consisting of a normal tax equal to 10 per cent of the
amount computed wunder sec. 20 of this chapter and 8surtax equal to Ao
per cent of the amount computed under sec. 30 of thischapter,

Sec. A3.59.020. COMPUTATION OF NORMAL TAX BASE. Normal tax under
this chapter is imposed on that portion of the value of the oil at the
point of first sale or its value at the refinery, whichever 1is lex.",
which exceeds the sum of the following allowable costs, but is less than
125 per cent of the sum:

(1) exploration coots attributable to oil, Including bonus
payments, as computed under sec. hfj of this chapter;

(2) those field development costs and variable production
costs that are attributable to oil, as computed under secs. 50 and 60 ef
this chapter;

(3) ~cost of transport of the oil from the field in which it
was pi“Oduced to the refinery or the point of first sale, whichever is

the base for the value determination for the computation of the tax;
(A) severance taxes Imposed under chs. 55 and 57 of this
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