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(E) obtaining mo n e y  or property by false pretenses under 

AS 11.20.360;

(F) perjury or subordination of perjury under AS 11.30.-

010;

(G) bribery under AS 11.30.040 or accepting a bribe 

under AS 11.30.050; or

(H) influencing witnesses, judges or jurors or o b s t r u c­

ting the administration of justice under AS 11.30.320;

(2) the person who is the subject of the application has 

refused or is likely to refuse to testify or provide other evidence or 

information on the basis of his privilege against self-incrimination; 

and

(3) all evidence, w h i c h  the state m ay seek to introduce in a 

criminal proceeding brought against a witness who is compelled to tes­

tify under this section, which relates to any transaction about w h i c h  he 

is compelled to testify, has been filed in sealed form in the superior 

c o u r t .

(b) Whenever a witness refuses, on the basis of his privilege 

against self-incrimination, to testify or provide other evidence or 

information in a criminal proceeding or investigation before or a n c i l­

lary to a court or a grand jury of the State of Alaska and the person 

presiding over the proceeding communicates to the witness an order 

issued under (a) of this section, the witness may not refuse to comply 

w i t h  the order and may not be excused from testifying or from providing 

other evidence or information on the grounds that the testimony or other 

evidence or information required of him may tend to incriminate h i m  or 

subject him to any penalty or forfeiture.

(c) No testimony or other evidence or information compelled under

(b) of this section which is responsive to an order issued under (a) of
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this section, nor any evidence directly or indirectly derived from the 

testimony or other evidence or information compelled, m a y  be used in any 

criminal proceeding brought against the witness nor m ay he be subjected 

to any penalty or forfeiture for, or on account of, testimony or other 

evidence of information compelled and responsive to the order, or any 

evidence directly or indirectly derived from it; except that no witness 

is immune or exempt under this subsection from prosecution, penalty, or 

forfeiture for perjury, false swearing, giving a false statement, or 

contempt committed while testifying or providing other evidence or 

information, or failing or refusing to do so, under compulsion as p r o­

vided in this section.

(d) Except in a prosecution authorized under (c) of this section, 

only evidence filed with the superior court under ( a)(3) of this section 

may be admitted into evidence in any proceeding brought against a w i t­

ness who has been compelled to testify or provide other evidence or 

information.

(e) Before issuance of an order under (a) of this section, the 

court shall require an assurance that n e cessary steps have been or will 

be taken to provide the p erson who is the subject of the application and 

members of his immediate family and household w i t h  adequate protection 

from retribution, under sec. 150 of this chapter.

(f) No person other than the witness himself may question the 

validity or otherwise challenge an order issued under (a) of this 

section.

(g) For purposes of this section, "other evidence or information" 

means any physical object, book, paper, document, record, recording, or 

other material.

Sec. 12.50.140. W I LFUL F A I LURE OR REFUSAL TO COMPLY WIT H  A N  ORDER 

COMPELLING TESTIMONY O R  OTHER EVIDENCE. (a) During the time it is 
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w i t h i n  the power of a witness to comply w i t h  an order issued under sec. 

130(a) of this chapter, a w i l f u l  failure or refusal to comply, w i t h o u t  a 

lawful excuse for not complying, constitutes civil contempt. After 

notice and a hearing before the court sitting w i t h o u t  a ju r y  at w h i c h  

the witness is afforded an opportunity to show cause w h y  he should n ot 

be found in contempt, a witness who fails to establish a lawful excuse 

for not complying and w ho persists in his failure or refusal to comply 

shall be imprisoned until he complies or until it is no longer w i t h i n  

his power to comply.

(b) A  person who has wilf u l l y  failed or refused to comply w i t h  an 

order issued under sec. 130(a) of this chapter w i t hout a lawful excuse 

for not complying, who has bee n  found in contempt under (a) of this 

section, who has been afforded a further opportunity to comply, and who 

no longer has it w ithin his power to comply, is guilty of criminal 

contempt and upon conviction is punishable by imprisonment for a period 

of not more than three years or by a fine of not more than $10,000, 

or by both.

ARTICLE 4. P R O T ECTION OF WITNESSES.

Sec. 12.50.150. AUT H O R I T Y  TO PROVIDE F O R  PROTECTION OF WITNESSES, 

(a) The attorney general, in cooperation wi t h  the commissioner of 

public safety, is authorized to provide for the general safety and 

security of a witness in a criminal proceeding or investigation and 

members of the witness' immediate family and h ousehold whenever, in the 

attorney general's judgment, testimony from, or a w illingness to testify 

by, such a witness wo u l d  place the witness' life or person, or the life 

or p e r s o n  of a member of his family or household, in jeopardy.

(b) The authority under (a) of this section includes, but is not 

limited to, the authority to rent, purchase, modify, or remodel p r o­

tected housing facilities and to otherwise offer to provide for the

-5- CSSS1IB 143
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health, safety and w e l f a r e  of w i tnesses and persons intended to be 

called as witnesses, and m e m bers of their immediate families and h o u s e­

holds .

(c) A n y  p e rson availing h i m self of an offer of protection under 

this section m a y  do so for as long as the attorney general determines 

the jeop a r d y  to the witness' life or p erson or that of his family or 

h o u s e h o l d  continues, subject to the conditions and restrictions that may 

from time to time be required.

(d) In this section, "witness" includes a potential witness.

* Sec. 2. This Act takes effect immediately in accordance w i t h  AS 01.10.- 

070(c).
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T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A
T E N T H  L E G I S L A T U R E

FLSCVL N O T E

R E Q U E S T  ^  -
Rill' Resolution No.  r-^______________,___________
iitk* A n  A c t  relating t o  witnesses; a n d  p r o v i d i n g  for a n  e f f e c t i v e  date;

Requested h v T h e  G o v e r n o r Date 3-21-77

II. F I S C A L  D E T A I L
Agency Affected A p a r t m e n t  o f  L a w _____________

Frog ram Category AffectedA d m i n i s t r a t i o n  o f  J u s t i c e ____________

Budget Request Unit(s) Affected Prosecution, admin. & Support

E X P E N D I T U R E S  (Thousands of Dollars)

F Y  77 F Y  78 F Y  79 F Y  80 F Y  81 F Y  82

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

200 T R A V E L

300 C O N T R A C T U A L 25.0 26.5 28.1 29.8 3 1 . 6

400 C O M M O D I T I E S

500 E Q U I P M E N T
600 L A N D  &  S T R U C T U R E S

700 G R A N T S .  C L A I M S .  ETC.

T O T A L 25.0 26.5 28.1 29. 8 3 1 . 6

F U N D I N G  (Thousands of Dol 

G E N E R A L  F U N D

lars)

25.0 26.5 28.1 29.8 3 1 . 6

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

O T H E R  (Snecifv)

P O S I T I O N S

F U L L  T I M E 0 0 0 0 0
P A R T  T I M E
T E M P O R A R Y

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

Granting of immunity as proposed by Article 3 will have little, if any, financial inpact 
and any changes which might occur therefrcm would be slight. The proposed Article 4 
will cause a financial impact estimated at $25,000 for the first year. This figure repre­
sents a minimum amount necessary for short-term, two or three week periods, when witnesses 
would be placed in safe housing. Obviously, there will years when this amount vail be 
insufficient and, likewise, there will be years when much if not all of the appropriation 
will lapse. Ongoing costs have been projected using a 6% inflation factor. A  com­
panion bill requesting a special appropriation for implenenting the purposes of this bill 
is also being introduced.

IV. D A T E  M a r c h  21, 1977_________P R E P A R E D  B Y  B i d b a a U U J B a g u e ^ ^
A G E N C Y  Department- o f  l a w  H _____________

Original: Legislative Finance P H O N E  ______ 4a5r.3.615_________________

ic: Budget and Management
Prime Sponsor (First Legislator Named)

.13-00! (Rev. 10/76)
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C O M M I T T E E  R E P O R T  

4 / 5 / 7 7  H O U S E

__________________________________  D ate

Mr. Speaker:

The Committ ee on ________FINANCE________________________  ^as HB 144_______

under consideration. A majority  of the members of the Committee

r j recommends it do pass

r j recommends it do not pass

/ / recommen ds it do pass with att ac h e d  amendment(s)

r j recommends it be r e p l a c e d  wit h C S  f o r _____________________________ and that

CS for ________________________ do pass

/_/ (and) r ecommends it be r e f erred to the _____________________________________

committee

/ ~ 7  reports it back without r ecomm e n d a t i o n  

/ ~ 7  AND attaches a report of its intent

/~~7 (other) ______________________________________________________________________________

MEMBERS S I G N I N G  THE M A J O R I T Y  REPORT:

"An A c t  c o n c e r n i n g  the o i l  a n d  gas p r o p e r t i e s  p r o d u c t i o n  tax; e f f e c t i v e
d a t e . "

M E M B E R S  N O T  C O N C U R R I N G  I N  T H E  M A J O R I T Y  R E P O R T :

recommends: ____________

______________________________  r e c o m m e n d s : _____________

r e c o m m e n d s :

Chairman



" A n  A c t  c o n c e r n i n g  the o i l  a n d  gas p r o p e r t i e s  p r o d u c t i o n  tax; a n d  p r o v i d i n g
for an  e f f e c t i v e  da t e . "

1-31-77

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

H O U S E

FINANCE

i n n Date

Mr. Speaker:

The C o m m itte e on R ESOURCES has h a d  HB 144

u n d e r  consideration. A majority of the m e m bers o f  the Committe e

r ecomm e n d s  it do pass

/ / recomm e n d s  it do not pass

/ ~ 7  recom m e n d s  it do pass w i t h  a t t ached amendment(s)

/~~7  rec om m e n d s  it be r e p laced with CS for _____________

CS for _______________________  do pass

/ / (and) recommends it be r e f e r r e d  to the ____________

committee

/ ~ 7  reports it back without r e c o m m e n d a t i o n

/~~7 AND attaches a report of its intent

/~~7 (other) _____________ ____________________________

and that

MEMBERS  S I G N I N G  THE MAJOR I T Y  REPORT: _

.. 'C l')

x J  ■ /[ JA a — ________________

MEMBERS N O T  CONCU R R I N G  IN THE M A J ORITY  REPORT:

recommends: r o n *  7*/o a £_
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' / /  ___________  r e c o m m e n d s :
tt ft

I '



I
1 m

1

2

3

4

5

6

7

8 

9

10

11

12

13

14

15

16

17

18

19

20 

21

22

23

24

25

26

27

28 

29

-v.

- "JW*

-fcS » • V * •
■At

' *. . • ■ • 
Introduced: 1/31/77
Referred: Resources and Finance

3  P . 0  -2.

(fit

IN THE HODSE

BY THE RULES COMMITTEE BY 
REQUEST OF THE LEGISLATIVE 
COUNCIL (for the Subcommittee 
on Oil and Gas Leasing and 
Taxing Policies)

HOUSE BILL NO. 1 4 4

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TENTH LEGISLATURE - FIRST SESSION 

A  BILL

For an Act entitled: "An Act concerning the oil and gas properties pro­

duction tax; and providing for an effective date."

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

* Section 1. AS 43.55.010(a) is amended to read:

(a) There is levied upon the producer of oil or gas a tax based 

upon a per cent of the gross value at the point of production [AT THE 

NELL] of all oil or gas produced [REMOVED OR SOLD] from each lease or 

property in the state, less the value of any part the ownership or right 

to which is exempt from taxation. The tax is determined according to 

the following schedules, and any part which is exempt from taxation is 

deducted from the tax levied on a pro rata basis as to each production 

level tax bracket:

(1) oil: based upon the total production from each lease or

property [AVERAGE DAILY PRODUCTION FOR EACH WELL] for the calendar month 

in barrels, the tax is

(A) zero [FIVE] per cent on thet first 100 [300] barrels 

of average daily per well production;

(B) four [SIX] per cent on the next 200 [700] barrels of 

average daily per well production;

(C) six [EIGHT] per cent on the next 700 [ALL PRODUCTION 

IN EXCESS OF 1,000] barrels of average daily per well production;

(D) nine per cent on the next 500 barrels of average

daily per well production;

(E) eleven per cent on the next 2,000 barrels of average

COMMITTEE COPY
. ' , M  • - ■ . ' ■ ' ,•■■■ ' • ~ ,_________ ■
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on all production in excess of

(2) gas: the tax is four per cent of the gross value at the

point of production of the gas and liquid products produced each month.

* Sec. 2. AS 43.55.015(a) is amended to read:

(a) There is levied upon the producer of oil a tax on each barrel 

of oil produced [REMOVED OR SOLD] from each lease or property in the 

state less any part the ownership or right to which is exempt from 

taxation. The tax is based upon the total production from each lease or

property [AVERAGE DAILY PRODUCTION FOR EACH WELL] for the calendar month 

in barrels determined according to the following schedule and any part 

which is exempt from taxation is deducted from the tax levied on a pro 

rata basis as to each production level bracket:

(1) $.0000 [$.16875] on each of the first 100 [300] barrels

of average daily per well production;

(2) $.1350 [$.2025] on each of the next 200 [700] barrels of

average daily per well production;

(3) $.2025 [$.2700] on each of the next 700 [BARREL OF PRO­

DUCTION IN EXCESS OF 1,000] barrels of average daily per well production;

(4) $.3038 on each of the next 500 barrels of average 

daily per well production;

(5) $.3713 on each of the next 2,000 barrels of average daily

per well production;

(6) $.4725 on each barrel of production in excess of 3,500

barrels of average daily per well production.

* Sec. 3. AS 43.55.015(c) is amended to read:

(c) The tax rates set out in this section will he increased or 

decreased by a percentage equal to the percentage of change in the

- 2 -
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Wholesale Price Index for crude petroleum published by the bureau of 

Labor Statistics, of the United States Department of Labor, The year
■ i ■ -

1967 is the base year of 100 for computing the tax rates. Changes in 

tax rates iri.ll be computed based on changes from the December. 1973 

Wholesale Price Index published in January, 1974 [IN THE WHOLESALE PRICE 

INDEX OCCURRING AFTER JANUARY 1, 1974 AND WILL NOT INCLUDE CHANGES IN 

THE WHOLESALE PRICE INDEX PRIOR TO JANUARY 1, 1974], The department 

shall post the changes in the tax rates at least semi-annually and shall 

notify every person producing oil within the state of the changes.

* Sec. 4. AS 43.55.020(a) is amended to read:

(a) The gross production tax on oil or gas shall be paid monthly. 

The tax is due on the 20th day [LAST DAY] of each calendar month on oil 

or 0 j produced [REMOVED OR SOLD] from each lease or property during the 

preceding month. If the tax i.s not paid before the end of the month in 

iriiich Lt becomes due, the tax becomes delinquent.

* Sec. 5. AS 43.55.020(e) is repealed and re-enacted to read:

(e) Gas produced, except gas used the operation of a lease or 

property in drilling for or producing oil or gas, or for repressuring, 

is considered, for the purpose of this chapter, as gas produced from a
: - i ' ' ■

lease or property. Gas flared under a permit granted by the Department 

of Natural Resources under AS 31.05.170(11)(H) shall be considered as 

gas produced, except that it shall pay a severance tax equal to five 

times the severance tax in effect for that period in which the gas was 

flared,*

* Sec. 6„ AS 43.55.030(a)(1) is amended to read:

(1) a description of the lease or property from which the oil 

or gas was produced [REMOVED OR SOLD], by name, legal description, 

lease number or by accounting code numbers assigned by the department;
Lv?- ••' v..

*  Sec. 7< AS 43.55.030(a)(3) is amended to read:IMfac"L  v. flb. jiSB '" in  'riSdBHi
liirrrr / . ««„ -3- ///Sy-yy

, . . . . . .  . • ' ■'i ' i ' . .. •• .'y
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(3) the gross amount of oil or gas produced [REMOVED OR SOLD]

from the lease or property, and the percentage of the gross amount owned

by each producer for whom the tax is paid;

* Sec. 8. AS 43.55.030(a)(4) is amended to read:

(4) the total value of the oil or gas produced [REMOVED CR

SOLD] from the lease or property owned by each producer for whom the tax

is paid; and

*  Sec. 9. AS 43.55.140 is amended by adding new paragraphs to read:

(12) "gross value at the point of production” means:

(A) for oil, the value of the oil at the point where it 

is metered or measured (by automatic custody transfer meter, tank 

gauge, or other method approved by the commissioner) in a condition 

of pipeline quality on the premises of the lease or property from 

which it is recovered; however, if the oil is not of pipeline 

quality when it is removed from the premises of the lease or 

property from which it is recovered, or if the oil recovered from a 

lease or property is not metered or measured (by automatic custody 

transfer meter, tank gauge, or other method approved by the com­

missioner) on the premises of the lease or property from which it 

is recovered, then the gross value at the point of production is 

the value of that oil at the off-premises location where the oil is 

first metered or mearured (by automatic custody transfer meter, 

tank gauge, or other method approved by the commissioner) in a

in association with oil,



i n  an* a r m ' s  l e n g t h  t r a n s a c t i o n  o r ,  i n  t h e  a b s e n c e  o f  a n  a r m ' s

length transaction, is the sum of the value of the liquids ex-
v "

tracted from the gas at the plant and the value of the residue gas, 

less a reasonable allowance for processing the gas at the plant and 

for transporting the gas to the plant from the premises upon which

the oil production operation is conducted; and
■ , ■* •»* . . *,

( C )  f o r  g a s  n o t  r e c o v e r e d  f r o m  o r  i n  a s s o c i a t i o n  w i t h

oil, the value of the gas at the point where it is accurately 

metered or measured or the value of the gas at the point of sale, 

if any, on the premises of the lease or property from which the gas

is recovered, whichever is the higher value; for gas run through a

gas processing plant, the gross value at the point of production is 

the full consideration received by the producer for the gas if sold 

in an arm's length transaction or, in the absence of an arm's 

length transaction, is the sum of the value of the liquids ex­

tracted from the gas at the plant and the value of the residue g a s , 

less a reasonable allowance for processing the gas at the plant and 

for transporting the gas to the plant from the point where it was 

accurately metered or measured;

(13) "oil production operation" means the operation by which 

oil is recovered from a lease or property and rendered into oil of 

pipeline quality, and includes any gathering done before the oil is 

finally rendered into oil of pipeline quality;

(14) "pipeline quality" means good and marketable condition;

(15) "average daily per well production" means the amount 

calculated by dividing the total number of barrels of oil produced from 

each lease or property during the calendar month by the total number of 

wells produced on the lease or property any time dreeing the calendar 

month and dividing that amount by the total number of days in the

‘5 ‘COMMITTEE COPY
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A L A S K A  S T A T E  L E G I S L A T U R E

. L e g i s l a t  u r e  . S e s s i o n

H O U S E  . . ? . T L I ^ ....................  N O .

t, THE RULES COMMITTEE BY
R E Q U E S T ' O f  ‘T H E ' L E G I S L A T I V E .....

COUNCIL ( F O R  THE SUBCOMMITTEE 
ON OIL AND GAS L E A S I N G  A N D  
T AXIN G POLICIES)

"An Act concerning  the oil and 
gas properties p r o d u c t i o n  tax; 
and p r o v i d i n g  for an effective 
date."

Oil & gas producti on tax

Introduced in the House 7.7 3.7-19.77.
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S e n a t e  r e c e d e d  f r o m  a m e n d m e n t

S e n a t e  f a i l e d  t o  r e c e d e  f r o m  

a m e n d m e n t

F C C  a p p o i n t e d  b y  H o u s e

F C C  a p p o i n t e d  b y  S e n a t e

F C C  a d o p t e d

T o  e n r o l l i n g

R e p o r t e d  c o r r e c t l y  e n r o l l e d

S e n t  t o  G o v e r n o r

F i l e d  w i t h  L t .  G o v e r n o r

C h a p t e r  N o ................................



F IS C A L  N O T E

I. R E Q U E S T
Bill/Resolution No. HB 144  i ________________________
Title A c t  c o n c e rn in g  th e  o i l  and gas p r o p e r t i e s  p r o d u c t io n  ta x
Requested by_________________________________________________________________ Date

T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A
T E N T H  L E G I S L A T U R E

II. F IS C A L  D E T A I L
Agency A ffe c te d _________ Revenue____________________________________________
Program Category Affected G enera l Governm ent -  F is c a l  S e r v ic e s  
Budget Request Unit(s) Affected P etro le u m  Revenue_________________

E X P E N D IT U R E S  (Thousands o f  Dollars)

F Y  77 F Y  78 F Y  79 F Y  80 F Y  81 F Y  82
100 P E R S O N A L  S E R V IC E S
200 T R A V E L
300 C O N T R A C T U A L
400 C O M M O D IT IE S
500 E O IJ IP M F N T  '
600 L A N D  & S T R U C T U R E S
700 G R A N T S .  C L A IM S . E TC .

None None None None None None

F U N D IN G  (Thousands o f  Dollars)

G E N E R A L  F U N D - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

F E D E R A L  F U N D S
O T H E R  (Specify)

P O S IT IO N S

F U L L  T IM E None None None None None None

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

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

T h i s  B i l l  would  f a c i l i t a t e  th e  a d m in is t r a t i o n  o f  th e  p re s e n t  p ro d u c t io n  t a x ,  making i t  
f u l l y  a u d i t a b le  f o r  th e  f i r s t  t im e s in c e  " s t a i r  s t e p s "  were in t ro d u c e d  i n t o  the  s t a t u t e  
in  1970. No a d d i t i o n a l  s t a f f  o r  o t h e r  c o s t s  a re  a n t ic ip a t e d  to  a d m in is t e r  t h i s  B i l l .  
Assuming a f u l l  and f a i r  m arket p r i c e  f o r  Prudhoe Bay o i l ,  e s t im a te d  r e c e i p t s  under 
the  B i l l  f o r  p ro d u c t io n  from  the  main r e s e r v o i r  o f  t h a t  f i e l d  would be $131.3 m i l l i o n  
in  FY 78, $205.6 m i l l i o n  in  FY 79, $362.4 m i l l i o n  in  FY 80, $585.9 m i l l i o n  in  FY 81 
and $636.3 m i l l i o n  in  FY 82. F u r t h e r  comments (w h ic h  a re  h e reb y  in c o r p o r a te d  i n t o  and 
made p a r t  o f  t h i s  A n a l y s i s )  on the  B i l l  app e ar in  th e  a t ta c h e d  memorandum from  Thomas 
W i l l ia m s  to  R. D. S te ve n s o n .

F e b ru a ry  18, 1977 p r e p a r e d  B Y  ^ ^IV .  D A T E
A G E N C Y  Revenue

Original: Legislative Finance . P H O N E  (907) 276-1363
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 10/76)



■ M E M O R A N D U M S t a t e  o f  A l a s k a

T0: R. D. S te ve n s o n
S p e c ia l  A s s i s t a n t  
D e pa rtm ent o f  Revenue FILE NO:

DATE: F e b r u a r y  18, 1977

TELEPHONE NO:

FR0M: Thomas K . W i l l  lams SUBJECT: SB 103 and HB 144 
( i d e n t i c a l  B i l l s )D i r e c t o r

P e tro le u m  Revenue D i v i s i o n  
D epartm ent o f  Revenue

A t  the  o u t s e t  I  w ou ld  n o te  t h a t  th e  Departm ent o f  Revenue has r e c e n t l y  
r e le a s e d  i t s  r e v ie w  o f  A l a s k a 's  p re s e n t  t a x a t i o n  methods as t h e y  a p p ly  
t o  th e  o i l  and gas i n d u s t r y .  W i t h in  t h a t  r e v ie w  i s  the  p r o d u c t io n  t a x ,  
and recom m endations r e g a r d in g  t h i s  ta x  have been made by th e  D e p a rtm en t.  
T h i s  w i l l  s h o r t l y  be f o l lo w e d  up w i t h  s p e c i f i c  b i l l s .

SB 103 and HB 144 a r e  i d e n t i c a l .  T h e y  in c o r p o r a t e  a number o f  s u g g e s t io n s  
made l a s t  S e s s io n  b y  th e  A d m in i s t r a t io n  to  im prove  th e  p r o d u c t io n  t a x ;
h o w e ve r ,  th e s e  B i l l s  do n o t  r e f l e c t  the  l a t e s t  recom m endations in  th e
D e p a rtm e n t1: t a x  s t u d y .  The most n o t a b le  d i f f e r e n c e  i s  t h a t  th e s e  B i l l s  
r e t a i n  th e  b a s ic  " s t a i r  s te p "  approach  based on p r o d u c t i v i t y ,  w h i le  the  
D epartm ent p ro p o s e s  a " c u r v e "  ( in s t e a d  o f  " s t e p s " )  based on th e  a c tu a l  
economic c o n d i t i o n  o f  a p r o p e r t y .  The  D e p a rtm e n t 's  recom m endation 
r e c o g n iz e s  and a d a p ts  i t s e l f  t o  th e  f a c t  t h a t  d i f f e r e n t  a re a s  o f  the  
S t a t e  have d i f f e r e n t  s c a le s  o f  economic p r o d u c t io n  ( i . e . ,  in  some
p la c e s  a f a r  g r e a t e r  amount o f  p ro d u c t io n  i s  needed t o  b re a k  even than
i s  needed 1n o t h e r s ) .

No s im p le  s e t  o f  " s t e p s "  can be s t r u c t u r e d  f o r  s ta te w id e  a p p l i c a t i o n  
t h a t  w i l l  re d u c e  th e  economic e f f e c t  o f  th e  ta x  as th e  p r o d u c t io n  o f  
a p r o p e r t y  d e c l in e s  tow ard  th e  minimum needed to  b re a k  e ve n .  E i t h e r  
th e  t a x  w i l l  accommodate Cook I n l e t  o p e r a t io n s  and be to o  i n s e n s i t i v e  
f o r  n o n -c o a s t a l  N a t i v e  la n d s  (whose b re a k -e v e n  r a t e s  o f  p r o d u c t io n  w i l l  
more c l o s e l y  re se m b le  th e  b re a k -e v e n  r a t e s  f o r  P rudhoe Bay than th o s e  
f o r  th e  I n l e t ) ,  o r  e l s e  t h e y  w i l l  r e f l e c t  th e  economic s c a le  o f  o p e r a ­
t i o n s  f o r  N a t i v e  la n d s  and Prudhoe Bay and g i v e  too  much away t o  th e  
I n l e t  o p e r a t i o n s .

I f  th e  " s t a i r  s t e p "  a pproach  i s  to  be r e t a in e d  d e s p i t e  i t s  d e f e c t s ,  th e  
change t o  a v e ra g e  w e l l  p r o d u c t i v i t y  as th e  b a s is  f o r  th e  " s t e p s "  i s  an 
im provem ent o v e r  th e  p re s e n t  t a x .  Both B i l l s  make t h i s  change. H ow ever, 
t h e y  seem to  g i v e  a b i t  to o  much away in  t h e i r  p r e s e n t  d e f i n i t i o n  o f  
a v e ra g e  d a i l y  p e r  w e l l  p r o d u c t i o n . "  A w e l l  o p e ra te d  o n l y  one d a y  in  
th e  month w ould  c o u n t  the  same as one o p e ra te d  e v e r y  d a y  o f  th e  m onth.
To p r e v e n t  th e  " o n e -d a y  w e l l "  t a x  dodge, i t  i s  su g g e ste d  t h a t  som eth ing  
a lo n g  th e  l i n e s  o f  th e  f o l l o w i n g  be used :



R. D. Stevenson
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Page Two

(1 5 )  "a v e ra g e  d a i l y  p e r  w e l l  p r o d u c t io n "  means th e  amount 
c a lc u la t e d  by  d i v i d i n g  th e  t o t a l  number o f  b a r r e l s  o f  o i l  
p ro d u ced  from  a le a s e  o r  p r o p e r t y  d u r in g  the  c a le n d a r  month 
b y  th e  w e l l - d a y s  f o r  t h a t  le a s e  o r  p r o p e r t y  f o r  th e  c a le n d a r  
month.

(1 6 )  " w e l l - d a y s "  means th e  t o t a l  o b ta in e d  by d e t e r m in in g  the 
number o f  days  each w e l l  o f  a le a s e  o r  p r o p e r t y  v/as o p e ra te d  
d u r in g  th e  c a le n d a r  month and then a d d in g  th o s e  numbers t o g e t h e r  
f o r  a l l  th e  w e l l s  o f  t h a t  le a s e  o r  p r o p e r t y .

A g a in ,  t h i s  s u g g e s t io n  i s  made o n l y  i f  " s t a i r  s t e p s "  a re  to  be r e t a i n e d :  
i t  w ould  be u n n e c e s s a ry  i f  th e  D e p a rtm e n t 's  p roposed  Economic L i m i t  
F a c to r  (E L F )  i s  a dopted  i n s t e a d .

D e s p i t e  the  d i f f e r e n c e  between " s t a i r  s t e p s "  and th e  E L F ,  th e s e  B i l l s  do 
c o n t a in  a number o f  th e  A d m i n i s t r a t i o n 's  recom m endations l a s t  S e s s io n  
t h a t  w ould  s t i l l  be b e n e f i c i a l .

Most I m p o r t a n t o f  th e s e  i s  th e  s p e c i f i c a t i o n  o f  th e  p o i n t  a t  w hich  the  
p r o d u c t io n  i s  to  be v a lu e d .  T h e re  was l i t i g a t i o n  o v e r  t h i s  q u e s t io n  
f o r  Cook I n l e t  p r o d u c t io n ,  and o n l y  the  f a c t  t h a t  th e  t a x  i s  be in g  p a id  
on the  c e n t s - p e r - b a r r e l  b a s is  keeps th e  c o n t r o v e r s y  from  b o i l i n g  up anew.
A s i m i l a r  s i t u a t i o n  c o u ld  d e v e lo p  a t  Prudhoe B ay. S p e c i f y i n g  the  v a l u a t i o n  
p o i n t  c o r r e c t s  t h i s  and p re v e n ts  a p rob lem  fro m  a r i s i n g .

A n o th e r  good f e a t u r e  o f  the  B i l l s  i s  t h e i r  p ro p o s a l  to  e xte n d  th e  ta x  
t o  f l a r e d  gas and to  t a x  t h a t  gas a t  a h ig h e r  r a t e .  W it h o u t  a c e n t s -p e r -M c f  
t a x ,  ho w e ve r ,  the  p e r c e n t - o f - v a l u e  ta x  c o u ld  have l i t t l e  i f  a ny  e f f e c t .
A p ro d u c e r  p re s u m a b ly  w ould  a rgue  ( b e f o r e  th e  c o u r t s ? )  t h a t  i t s  f l a r e d  gas 
has z e r o  v a lu e  o r  e ls e  why w ould i t  be f l a r e d .

N e i t h e r  B i l l  w ould  change the  o r d i n a r y  gas p r o d u c t io n  t a x  r a t e  to  
a c h ie v e  r a t e  p a r i t y  w i t h  o i l .  T h i s  f la w  in  th e  e x i s t i n g  ta x  s t r u c t u r e  
was p o in t e d  o u t  i n  the  D e p a r tm e n t 's  tax  s t u d y .

TKW/fm

c c :  S t e r l i n g  G a l la g h e r
C om m issioner o f  Revenue

John R. Messenger
Deputy Commission er of Revenue



■ rfzvxti'fys:*

THE LEGISLATURE O F  THE STATE OF ALASKA
TENTH LEGISLATURE

FISCAL NOTE,

Bill/Resolution No. HB ~ 144   fl - i . ______  11__ x i__
I. REQUEST

Title Act concerning the oil and gas properties production tax' 

Requested by_ Date

II. FISCAL DETAIL 
Agency Affected Revenue
Program Category Affccted_ 
Budget Request Unit(s) Affected_

General Government - Fiscal Services 
Petroleum Revenue

EXPENDITURES (Thousands of Dollars)

T O T A L

FY 77 FY 78 FY 79 F Y  80 FY 81 FY 82
100 PERS O N A L  SERVICES
200 T R A V E L l

300 C O N T R A C T U A L
400 COMMODITIES
500 F.OUIPMENT
600 L A N D  * STRUCTURES
.700 GRANTS. CLAIMS. ETC.

None None None None None None

F UNDING (Thousands of Dollars)

G E N E R A L  F U N D -0- -0- -0- -0- -0- -0-

F E D E R A L  FUNDS
O T H E R  (Specify)

POSITIONS 

FULL TIME None None None None None None

PART TIME
T E M P O R A R Y

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)

This Gill would facilitate the administration of the present production tax, making it 
fully auditable for the first time since "stair steps" were introduced into the statute 
1n 1970. No additional staff or other costs are anticipated to administer this Bill. 
Assuming a full and fair market price for Prudhoe Bay oil, estimated receipts under 
the 11 for production from the main reservoir of that field would be $131.3 million 
1n FY 78, $205.6 million in FY 79, $362.4 million in FY 80, $585.9 million in FY 81 
and $636.3 million in FY 82. Further comments (which are hereby incorporated into and 
made part of this Analysis) on the Bill appear in the attached memorandum from Thomas 
Williams to R. D. Stevenson.

February 18, 1977  P R E P A R E D  BYIV. DAT E
A G E N C Y  Revenue_

Origin:)!: .Legislative Finance  P H O N E  (907) 276-1363
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 10/76)



' M E M O R A N D U M S t a t e  o f  A l a s k a

T0: R. D. S te ve n so n
S p e c ia l  A s s i s t a n t  
D epartm ent o f  Revenue FILE NO

DATE: F e b r u a r y  18 , 1977

TELEPHONE NO

FR0M: Thomas K. W i l l i a m s X j
D i r e c t o r

SUBJECT
SB 103 and HB 144 
( i d e n t i c a l  B i l l s )

P e tro le u m  Revenue D i v i s i o n  
D epartm ent o f  Revenue

A t  th e  o u t s e t  I  w ould  no te  t h a t  th e  Departm ent o f  Revenue has r e c e n t l y  
r e le a s e d  i t s  r e v ie w  o f  A l a s k a 's  p re s e n t  t a x a t i o n  methods as t h e y  a p p ly  
t o  th e  o i l  and gas i n d u s t r y .  W i t h in  t h a t  r e v ie w  i s  th e  p r o d u c t io n  t a x ,  
and recom m endations r e g a r d in g  t h i s  ta x  have been made by t h e  D e p a rtm e n t .  
T h i s  w i l l  s h o r t l y  be f o l lo w e d  up w i t h  s p e c i f i c  b i l l s .

SB 103 and HB 144 a r e  i d e n t i c a l .  T h e y  in c o r p o r a t e  a number o f  s u g g e s t io n s  
made l a s t  S e s s io n  by  the  A d m i n i s t r a t i o n  to  im pro ve  th e  p r o d u c t io n  t a x ;  
h o w e ve r ,  th e s e  B i l l s  do n o t  r e f l e c t  the  l a t e s t  recom m endations  i n  t h e  
D e p a rtm e n t 's  ta x  s t u d y .  The  m ost n o t a b le  d i f f e r e n c e  i s  t h a t  th e s e  B i l l s  
r e t a i n  th e  b a s ic  " s t a i r  s t e p "  app ro ach  based on p r o d u c t i v i t y ,  w h i l e  th e  
D epartm ent p ro p ose s  a " c u r v e "  ( i n s t e a d  o f  " s t e p s " )  based on th e  a c t u a l  
economic c o n d i t i o n  o f  a p r o p e r t y .  The  D e p a rtm e n t 's  recom m endation  
r e c o g n iz e s  and a d a p ts  i t s e l f  t o  th e  f a c t  t h a t  d i f f e r e n t  a r e a s  o f  th e  
S t a t e  have d i f f e r e n t  s c a le s  o f  economic p r o d u c t io n  ( i . e . ,  i n  some 
p la c e s  a f a r  g r e a t e r  amount o f  p r o d u c t io n  i s  needed t o  b re a k  even tha n  
i s  needed in  o t h e r s ) .

No s im p le  s e t  o f  " s t e p s "  can be s t r u c t u r e d  f o r  s t a t e w id e  a p p l i c a t i o n  
t h a t  w i l l  re d u c e  th e  economic e f f e c t  o f  th e  ta x  as th e  p r o d u c t io n  o f  
a p r o p e r t y  d e c l in e s  tow ard  the  minimum needed to  b re a k  e v e n .  E i t h e r  
th e  t a x  w i l l  accommodate Cook I n l e t  o p e r a t io n s  and be to o  i n s e n s i t i v e  
f o r  n o n -c o a s t a l  N a t i v e  la n d s  (whose b re a k -e v e n  r a t e s  o f  p r o d u c t io n  w i l l  
more c l o s e l y  re se m ble  the  b re a k -e v e n  r a t e s  f o r  P rudhoe  Bay than  th o s e  
f o r  th e  I n l e t ) ,  o r  e l s e  t h e y  w i l l  r e f l e c t  th e  econom ic s c a le  o f  o p e r a ­
t i o n s  f o r  N a t i v e  la n d s  and P rudhoe  Bay and g i v e  to o  much away t o  th e  
I n l e t  o p e r a t i o n s .

I f  t h e  " s t a i r  s t e p 1, approach  i s  to  be r e t a in e d  d e s p i t e  i t s  d e f e c t s ,  th e  
change to  a v e ra g e  wo11 p r o d u c t i v i t y  as the  b a s is  f o r  th e  " s t e p s "  i s  an 
im provem ent o v e r  the p re s e n t  t a x .  Both B i l l s  make t h i s  ch a n g e . H o w eve r ,  
t h e y  seem to  g i v e  a b i t  to o  much away in  t h e i r  p r e s e n t  d e f i n i t i o n  o f  
a v e ra g e  d a i l y  p e r  w e l l  p r o d u c t i o n . "  A w e l l  o p e ra te d  o n l y  one d ay  in  
th e  month w ould co u n t  the same as one o p e ra te d  e v e r y  d a y  o f  the  m onth .
To  p r e v e n t  th e  " o n e -d a y  w e l l "  ta x  dodge, i t  i s  s u g g e ste d  t h a t  so m e th in g  
a lo n g  the  l i n e s  o f  th e  f o l l o w i n g  be used :
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(1 5 )  "a v e ra g e  d a i l y  p e r  w e l l  p r o d u c t io n "  means th e  amount 
c a lc u la t e d  b y  d i v i d i n g  the  t o t a l  number o f  b a r r e l s  o f  o i l  
p ro d u ced  fro m  a le a s e  o r  p r o p e r t y  d u r in g  the  c a le n d a r  month 
b y  th e  w e l l - d a y s  f o r  t h a t  le a s e  o r  p r o p e r t y  f o r  th e  c a le n d a r  
m onth.

(1 6 )  " w e l l - d a y s "  means the  t o t a l  o b ta in e d  by d e t e r m in in g  the 
number o f  d a ys  each w e l l  o f  a le a s e  o r  p r o p e r t y  was o p e ra te d  
d u r in g  th e  c a le n d a r  month and then  a d d in g  th o s e  numbers t o g e t h e r  
f o r  a l l  the  w e l l s  o f  t h a t  le a s e  o r  p r o p e r t y .

A g a in ,  t h i s  s u g g e s t io n  i s  made o n l y  i f  " s t a i r  s t e p s "  a re  to  be r e t a i n e d :  
i t  w ould  be u n n e c e s s a ry  i f  th e  D e p a r tm e n t 's  p ro p o se d  Econom ic L i m i t  
F a c t o r  (E L F )  i s  a do p te d  i n s t e a d .

D e s p i t e  the  d i f f e r e n c e  between " s t a i r  s t e p s "  and th e  E L F ,  t h e s e  B i l l s  do 
c o n t a in  a number o f  th e  A d m i n i s t r a t i o n 's  recom m endations l a s t  S e s s io n  
t h a t  would  s t i l l  be b e n e f i c i a l .

Most i m p o r t a n t 'o f  th e s e  i s  th e  s p e c i f i c a t i o n  o f  th e  p o i n t  a t  w h ic h  th e  
p r o d u c t io n  i s  to  be v a lu e d .  T h e re  was l i t i g a t i o n  o v e r  t h i s  q u e s t io n  
f o r  Cook I n l e t  p r o d u c t io n ,  and o n l y  th e  f a c t  t h a t  th e  t a x  i s  b e in g  p a id  
on th e  c e n t s - p e r - b a r r e l  b a s is  keeps th e  c o n t r o v e r s y  from  b o i l i n g  up anew.
A s i m i l a r  s i t u a t i o n  c o u ld  d e v e lo p  a t  P rudhoe Bay. S p e c i f y i n g  th e  v a l u a t i o n  
p o i n t  c o r r e c t s  t h i s  and p re v e n ts  a p ro b le m  fro m  a r i s i n g .

A n o t h e r  good f e a t u r e  o f  th e  B i l l s  i s  t h e i r  p ro p o s a l  to  e x te n d  th e  ta x  
t o  f l a r e d  gas and to  t a x  t h a t  gas a t  a h ig h e r  r a t e .  W it h o u t  a c e n t s - p e r - M c f  , 
t a x ,  hov/ever, the  p e r c e n t - o f - v a l u e  ta x  c o u ld  have l i t t l e  i f  a n y  e f f e c t .
A p ro d u c e r  p re s u m a b ly  w ould  a rg u e  ( b e f o r e  th e  c o u r t s ? )  t h a t  i t s  f l a r e d  gas 
has z e r o  v a lu e  o r  e l s e  why v/ould i t  be f l a r e d .

N e i t h e r  B i l l  w ould change th e  o r d i n a r y  gas p r o d u c t io n  t a x  r a t e  to  
a c h ie v e  r a t e  p a r i t y  w i t h  o i l .  T h i s  f l a w  in  th e  e x i s t i n g  t a x  s t r u c t u r e  
was p o in te d  o u t  i n  the  D e p a rtm e n t 's  ta x  s t u d y .

TKW/fm

c c :  S t e r l i n g  G a l la g h e r
Com m issioner o f  Revenue

John R. Messenger
Deputy Commission er of Revenue
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SUBJECT: F is c a l  Notes on HB 144 and SB 103

TO J a y  Hogan
D i r e c t o r  o f  L e g i s l a t i v e  F inance

FROM : A .R .  Latham
Research A n a l y ^ r

Our agency s u b m it te d  a f i s c a l  note  on HB 144 and SB 103 i n d i c a t i n g  th e  
amount o f  s e ve ra n c e  t a x  re ve n u e s  w hich  would be g e n e ra te d  und er th e se  
b i l l s .  The f i g u r e s  s u p p l ie d  d id  NOT in c lu d e  th e  EIDC.

I t  i s  c l e a r  t h a t  th e  f i s c a l  n o te  s u p p l ie d  on th e  b i l l s  by the  Departm ent 
o f  Revenue in c lu d e d  th e  EDIC.

As an exam ple: A d j u s t in g  o u r  1978 v a lu e  o f  $265.6 m i l l i o n  by th e  EDIC
y i e l d s  a v a lu e  o f  $132.8 m i l l i o n ;  t h i s  compares to the  D e p a rtm e n t 's  
v a lu e  o f  $131.3 m i l l i o n .

rOUCH Y STATE CAPlTOl 
JUNEAU. ALASKA 99811 

907 465.3800
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Referred: Rosoure.es ;unl Klnnnee

BY THE F.ULES COMMITTEE BY 
REQUEST OF T HE LEGISLATIVE 
COUNCIL (for the Subcommittee 
on Oil s.nd Gas Leasing and

N THE HOUSE Taxing Policies)

H O U S E  BILL NO. 144 

IN THE L E G I S LATURE OF THE STATE OF A L A S K A  

TE N T H  L E G I S LATURE - FI R S T  SESSION 

A  BILL

or an A ct entitled: "An Act concerning the oil and gas properties p r o­

duction tax; and providing for an effeccive date."

E IT ENACTED BY THE LE G I S L A T U R E  OF THE STATE OF ALASKA:

* Section 1. AS 43.55.010(a) is amended to read:

(a) There is levied upo n  the producer of oil or gas a tax based 

u p o n  a per cent of the gross value at the point of production [AT THE 

WELL] of all oil or gas produced [REMOVED OR SOLD] from each lease or 

property in the state, less the value of any part the ownership or right 

to which is exempt from taxation. The tax is determined according to 

the following schedules, and any part which is exempt from taxation is 

deducted from the tax levied on a pro rata basis as to each production 

level tax bracket:

(1) oil: based upon the total production from each lease or

property [AVERAGE DAILY PRODUCTION F OR EACH WELL] for the calendar month 

in b a r r e l s , the tax is

(A) zero [FIVE] per cent on the first 100 [300] barrels 

of average daily per well, production;

(B) four [SIX] per cent on the next 200 [700] barrels of 

average daily per well p r o d u c t i o n ;

(C) six [EIGHT] per cent on the next 700 [ALL PRODUCTION 

IN EXCESS OF 1,000] barrels of average daily per well p r o d u c t i o n ;

(D) nine per cent on the next 500 barrels of average

daily per well production;

(E) e l even per cent on the next 2,000 barrels of average

-1- HB 144
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daily per well production;

(F) fourteen per cent on all production in excess of 

3,500 barrels of average daily per well production;

(2) gas: the tax is four per cent of the gross value .at the

point of production of the gas and liquid products produced each month.

* Sec. 2. AS 43.55.015(a) is amended to read:

(a) There is levied upon the producer of oil a tax on each barrel 

of oil produced [REMOVED O R  SOLD] from each lease or property in the 

state less any part the ownership or right to wh i c h  is exempt from 

taxation. The tax is based up o n  the total production from each lease or 

property [AVERAGE DAILY PRODUCTION F O R  EACH WELL] for the calendar mo n t h  

in barrels determined according to the following schedule and any part 

w h i c h  is exempt from taxation is deducted from the tax levied on a pro 

rata basis as to each production level bracket:

(1) $.0000 [$.16875] on each of the first 100 [300] barrels 

of average daily per well p r o d u c t i o n ;

(2) $. 1350 [$.2025] on each of the next 200 [700] barrels of 

average daily per well p r o d u c t i o n ;

(3) $.2025 [$.2700] on each of the next 700 [BARREL OF P R O­

DUCTION IN EXCESS OF 1 ,r _ barrels of average daily per well production;

(4) $.3038 on each of the next 500 barrels of average 

daily per well production;

(5) $.3713 on each of the next 2,000 barrels of average daily

p er we l l  production;

(6) $.4725 on each barrel of production in excess of 3,500

barrels of average daily per well p r o d u c t i o n .

* Sec. 3. AS 43.55.015(c) is amended to read:

(c) The tax rates set out in this section will be increased or 

decreased by a percentage equal to the percentage of change in the 

HB 144 -2-



Wholesale Price Index for crude petroleum published by the Bureau of 

Labor Statistics, of the United States Department of Labor. The year 

1967 is the base year of 100 for computing the tax rates. Changes in 

tax rates will be computed based on changes from the December, 1973 

Wholesale Price Index published in January, 1974 [IN THE W H OLESALE PRICE 

INDEX OCCURRING A F T E R  JANUARY 1, 1974 AND WILL NOT INCLUDE CHANGES IN 

THE WHOLESALE PRICE INDEX PRIOR TO JANUARY 1, 1974]. The department 

shall post the changes in the tax rates at least semi-annually and shall 

notify every person producing oil w i t h i n  the state of the changes.

Sec. 4. AS 43.55.020(a) is amended to read:

(a) The gross production tax on oil or gas shall be paid monthly. 

The tax is due on the 20th day [LAST DAY] of each calendar month on oil 

or gfs produced [REMOVED OR SOLD] from each lease or property during the 

preceding month. If the tax is not paid before the end of the month in 

which it becomes due, the tax becomes delinquent.

Sec. 5. AS 43.55.020(e) is repealed and re-enacted to read:

(e) Gas produced, except gas used in the operation of a lease or 

property in drilling for or producing oil or gas, or for r e p r e s s u r i n g , 

is considered, for the purpose of this chapter, as gas produced from a 

lease or property. Gas flared under a permit granted by the Department 

of Natural Resources under AS 3 1 . 0 5 . 1 7 0 ( 1 1 ) (H) shall be considered as 

gas produced, except that it shall pay a severance tax equal to five 

times the severance tax in effect for that period in wh i c h  the gas was 

f l a r e d .

Sec. 6. AS 43.55.030(a)(1) is amended to read:

(1) a description of the lease or property from which the oil 

or gas was produced [REMOVED O R  SOLD], by name, legal description, 

lease number or by accounting code numbers assigned by the department; 

Sec. 7. AS 43.55.030(a)(3) is amended to read:
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(3) the gross amount of oil or gas produced [REMOVED OR SOLD]

from the lease or property, and the percentage of the gross amount owned

by each producer for w h o m  the tax is paid;

* Sec. 8. AS 43.55.030(a)(4) is amended to read:

(4) the total value of the oil or gas produced [REMOVED OR

SOLD] from the lease or property owned by each producer for w h o m  the tax

is paid; and

* Sec. 9. AS 43.55.140 is amended by adding n e w  paragraphs to read:

(12) "gross value at the point of production" means:

(A) for oil, the value of the oil at the point where it 

is m e t e r e d  or measured (by automatic custody transfer meter, tank 

gauge, or other method approved by the commissioner) in a condition 

of pipeline quality on the premises of the lease or property from 

which it is recovered; h o w e v e r , if the oil is n ot of pipeline 

quality when it is removed from the premises of the lease or 

property from which it is recovered, or if the oil recovered from a 

lease or property is not metered or measured (by automatic custody 

transfer meter, tank gauge, or other method approved by the c o m­

missioner) on the premises of the lease or property from which it 

is recovered, then the gross value at the point of production is 

the value of that oil at the off-premises location where the oil is 

first metered or measured (by automatic custody transfer meter, 

tank gauge, or other m ethod approved by the commissioner) in a 

condition of pipeline quality;

(B) for gas recovered from or in association with oil, 

the value of the gas at the point where it is accurately metered or 

meas u r e d  after separation from the oil; for gas run through a

gas processing plant, the gross value at the point of production is 

the full consideration received by the producer for the gas if sold

HB 144 “4 "
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in an arm's length transaction or, in the absence of an arm's 

length transaction, is the sum of the value of the liquids e x­

tracted from the gas at the plant and the value of the residue gas, 

less a reasonable allowance for processing the gas at the plant and 

for transporting the gas to the plant from the premises u p o n  wh i c h  

the oil production operation is conducted; and

(C) for gas not recovered from or in a ssociation with 

oil, the value of the gas at the point where it is accurately 

metered or measured or the value of the gas at the point of sale, 

if any, o n  the premises of the lease or property from wh i c h  the gas 

is recovered, whichever is the higher value; for gas run through a 

gas processing plant, the gross value at the point of production is 

the full consideration received by the producer for the gas if sold 

in an arm's length transaction or, in the absence of an arm's 

length transaction, is the sum of the value of the liquids e x­

tracted from the gas at the plant and the value of the residue gas, 

less a reasonable allowance for processing the gas at the plant and 

for transporting the gas to the plant from the point wh e r e  it was 

accurately metered or measured;

(13) "oil production operation" means the operation by which 

oil is recovered from a lease or property and rendered into oil of 

pipeline quality, and includes any gathering done before the oil is 

finally rendered into oil of pipeline quality;

(14) "pipeline quality" means good and m a r k etable condition;

(15) "average daily per well production" means the amount 

calculated by dividing the total number of barrels of oil produced from 

each lease or property during the calendar mo n t h  by the total number of 

wells produced on the lease or property any time during the calendar 

mo n t h  and dividing that amount b y  the total number of days in the

-5- HB 144



calendar month.

* Sec. 10. AS 43.55.140(10) and (11) are repealed.

* Sec. 11. This A ct takes effect July 1, 1977.
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C o m m e n t s  o f  the A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n

I IB 145_ and 322

T h e  c e r t i f i c a t i o n  p r o c e d u r e  e n v i s i o n e d  by the p r o­
po n e d  l e g i s l a t i o n  is a s i g n i f i c a n t  e x t e n s i o n  o f  the C o m­
m i s s i o n ' s  responr.ibilit.i o s b e c a u s e  o f  b o t h  the s c o p e  o f  
the t a s k  a n d  its i n t e r r e l a t i o n s h i p  w i t h  c u r r e n t  r e g u l a t o r y  
a c t i v i t i e s .i

T he C o m m i s s i o n  w i l l  be r e q u i r e d  to r e v i e w  the a c c o u n t s  
a nd c e r t i f y  the net t a x a b l e  i n c o m e  o f  n a t u r a l  gas p i p e l i n e  
c o m p a n i e s  or, a l t e r n a t i v e l y , to i d e n t i f y  the d e f i c i e n c i e s  and, 
i f  p o s s i b l e ,  p r o v i d e  a r e p o r t i n g  of the t r u e  a n d  c o r r e c t  i~ 
come. T h i s  p r o c e d u r e  is a k i n  to i s s u i n g  a n  i n d e p e n d e n t  a u d i t  
o p i n i o n  a n d  w i l l  r e q u i r e  c o m p a r a b l e  s t a n d a r d s  of r e v i e w  and 
e x p e r t i s e .  A d d i t i o n a l l y ,  the C o m m i s s i o n  is c o n s t r a i n e d  to 
i s s u e  a c e r t i f i c a t e  of c o m p l i a n c e  or d e f i c i e n c y  w i t h i n  ^5 days 
f r o m  r e c e i p t  of a r e q u e s t  of a p i p e l i n e  c a r rier.

S e c t i o n  AS h-2. 05 • 5 0 2 (c) a n t i c i p a t e s  some c o i n c i d e n c e  
b e t w e e n  the d e f i n i t i o n  o f  net i n c o m e  f o r  tax p u r p o s e s  and that 
u s e d  by the C o m m i s s i o n  in e s t a b l i s h i n g  r a t e s  a n d  m e a s u r i n g  
r a t e  o f  return. T h e r e  a r e  a n u m b e r  o f •d i f f e r e n c e s  b e t w e e n  
a c c o u n t i n g  for r a t e - m a k i n g  p u r p o s e s  and t a x  p u r p o s e s .  The i n­
f o r m a t i o n  on net i n c o m e  c u r r e n t l y  f i l e d  a n d  r e v i e w e d  b y  the 
C o m m i s s i o n  is t a i l o r e d  to r e g u l a t o r y  r e q u i r e m e n t s  and o nly . 
t a n g e n t i a l l y  r e l e v a n t  to the c e r t i f i c a t i o n  p r o c e s s .  T h u s ,  e x­
i s t i n g  a n a l y s i s  cf p i p e l i n e  f i n a n c i a l  d a t a , w h i l e  c o m p l i m e n t a r y  
is not d i r e c t l y  a p p l i c a b l e  to t h i s  task.

Given, the C o m m i s s i o n’s w o r k l o a d ,  s a t i s f a c t o r y  p e r f o r m­
ance o f  the c e r t i f i c a t i o n  r e s p o n s i b i l i t y  w i l l  n e c e s s i t a t e  
h i r i n g  a s t a f f  p e r s o n  w i t h  s p e c i a l i s e d  k n o w l e d g e  o f  tax a c­
cou n t i n g .  The a l t e r n a t i v e  o f  d e v e l o p i n g  i n - h c u s o  e x p e r t i s e  
a n d  d i v e r t i n g  l i m i t e d  s t a f f  r e s o u r c e s  to c e r t i f i c a t i o n  w o u l d  
d i l u t e  e f f e c t i v e  p e r f o r m a n c e  of e x i s t i n g  r e g u l a t o r y  r e s p o n­
si b i l i t i e s .



"An Act relating to the A l a s k a  net income tax; e ffective date."

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

4 / 5 / 7 7  H O U S E

_________________________________________Date

Mr. Speaker:

The Committee o n __________ FINANCE_____________________  has had________ wn i a s

u nder consideration. A majority of the members of the Committee

r j recommends it do pass

/ / r ecommen ds it do not pass

£ 7  recommends  it do pass w i t h  attached amendment(s)

r j  recommen ds it be r eplaced with CS for ____________________________ and that

CS for _______________________  do pass

/ / (and) recommend s it be r e f erre d to the _____________________________________

committee

/ ~ 7  reports it back without r e c o m me ndation 

/ / A N D  attaches a report of its intent

/~~7 (other) _____________________________________________________________________________

MEMBERS S I G N I N G  THE M A J ORITY  REPORT:

MEMBERS N O T  CONC UR R I N G  I N  THE MAJORITY REPORT:

______________________________  recommends: _____________

______________________________  recommends: _____________

r e c o m m e n d s :

Chairman
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d a t e . "
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C O M M I T T E E  R E P O R T  

H O U S E
FINANCE

V Date

Mr. Speaker:

The C o m m i t t e e  on RESOURCES has had HB 145

u nder consideration. A majority of the membe rs of the Committee

recomm e n d s  it do pass

/ ~ 7  r e c o m m e n d s  it do not pass

/ / r e c o m m e n d s  it do pass with attached amendment(s)

/ / recom m e n d s  it be repl aced w i t h  CS for and that

CS f o r _________________________do pass

/ _ /  (and) recommend s it be referr ed to the 

committee

/ ~ 7  reports it back without recommenda tion 

/__/ AND attaches a report o f  its intent 

/ ~ 7  (other)

MEMBERS  S I G N I N G  THE M A J ORITY  REPORT:

______________°U>. /xi

( P «  f A U

MEMBERS N O T  JJOftfCURRING IN THE MAJO RITY REPORT:

recommends: 

r e c o m m e n d s : 

r e c o m m e n d s :

ff At

n /1

H 60

/

__________
Chairman

/ /
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Introduced: 1/31/77
Referred: Resources and Financ<

IN THE HOUSE

BY THE RULES COMMITTEE BY 
REQUEST OF THE LEGISLATIVE 
COUNCIL (for the Subcommittee 
on Oil and Gas Leasing and 
Taxing Policies)

145HOUSE BILL NO.

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TENTH LEGISLATURE - FIRST SESSION 

A  BILL

?or an Act entitled: "An Act relating to the Alaska net income tax; and

providing for an effective date."

3E IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. LESIGLATIVE FINDINGS AND INTENT. The legislature finds and 

ieclares that the method of apportioning income for tax purposes under the 

'Uniform Division of Income for Tax Purposes" formula embodied in the Multi- 

State Tax Compact (AS 43.19) and AS 43.20.065 does not fairly represent the 

sxtent of the business activities in this state of multi-state corporations 

mgaged in the production and pipeline transportation of crude oil and 

latural gas in Alaska. The legislature therefore intends that the provisions 

>f section 18 of article IV of the Multi-State Tax Compact (AS 43.19) which 

illow separate accounting of income shall be adopted for the determination of 

:orporate income tax liability on income derived from the production and 

jipeline transportation of oil and gas and related activities. The legisla­

t e  further intends that separate accounting shall result In the assessment 

>f tax against multi-state corporations so that the tax paid by these cor- 

jorations will be commensurate with the tax that would be paid by corporations 

>wning and operating only the Alaskan assets of these multi-state corpora- 

:ions.

* Sec. 2. AS 43.20.011 is amended by adding a new subsection to read:
.

(f) For purposes of determining taxable income under (e) of this 

section that part of income of any corporation derived in Alaska from 

oil or natural gas production or the transportation of crude oil or 

natural gas by pipeline, including income from royalties on oil and gas

HB 145: COPY | - 1 -
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production, shall, notwithstanding sec, 65 of this chapter, be deter­

mined by separate accounting in accordance with section 18 of article IV 

of the Multi-State Compact (AS 43.19.010) and secs. 12 - 14 of this 

chapter.

Sec. 3. AS 43.20 is amended by adding new sections to read:

Sec. 43.20.012. DETERMINATION OF OIL AND NATURAL GAS PRODUCTION 

INCOME, (a) The determination of taxable income attributable to oil 

and natural gas production, as required under secs. 11(e) and (f) of 

this chapter, shall be based on a separate accounting of costs and 

revenues associated with the production.

(b) Gross revenue from oil and gas production shall be the well­

head value as established for purposes of the oil and gas properties 

production tax, in accordance with the provisions of ch. 55 of this 

title.

(c) Deductions from gross revenue for the purposes of determining 

taxable production income shall include:

(1) royalties actually paid whether in kind or in value;

(2) severance taxes actually paid;

(3) property taxes actually paid by the corporation taxpayer 

on the producing property and the facilities directly associated with 

it, including facilities for the gathering, treating and preparing of 

the oil or gas for shipment;

(4) the costs incurred b y  the corporation taxpayer in opera­

ting the oil or gas field, including the costs of gathering, treating 

and preparing the oil or gas for shipment, but net of any payments 

received for those services;

(5) , depreciation on investments which are associated with the 

production, gathering, treating and preparing for shipment of the oil or 

gas, and which are located in or adjacent to the site of production, in-
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(6) interest expense not capitalized and capitalizable, to 

the extent that it does not exceed a portion of total interest paid by 

the corporation, its subsidiaries and affiliates, determined by multi­

plying total interest paid by a fraction, the numerator of which is the 

book value of the corporation's fixed assets in and associated with the 

field, and the denominator of which is the book value of all fixed 

assets held by the corporation, its subsidiaries and affiliates;

(7) expenses incurred after December 31, 1976 of unsuccessful 

exploration efforts for oil and gas in Alaska, Including the acquisition 

costs of properties abandoned, dry hole costs, and the costs of geologic 

and geophysical exploration on or related to those properties.

(d) The department shall establish regulations covering the calcu­

lation of depreciation costs, the allocation of interest costs, the 

definition of facilities associated with the production, gathering, 

treating and preparing for shipment of oil and gas, and other matters 

necessary to implement this section.

Sec. 43.20.013. DETERMINATION OF CRUDE OIL AND NATURAL GAS PIPE-
Ji ■ ■ . . . I . . - " - - - - * ’ -* . t ........  ; . .: ' •' ' • ' « -

LINE TRANSPORTATION INCOME, (a) Except as provided in (b) and (c) of 

this section, annual taxable income from the pipeline transportation of 

crude oil in Alaska in interstate commerce in facilities devoted wholly 

to interstate commerce shall be eight per cent of the valuation o ‘i  the 

pipeline facility a3 determined by or in accordance with principles 

established by the Interstate Commerce Commission (ICC).



accordance with regulations established by the Alaska Pipeline Commis­

sion under AS 42,06.041. A  tax return reporting this Income shall be 

accompanied by a certification from the Alaska Pipeline Commission to 

the effect that to the best of the commission's knowledge and belief the 

income calculation has been made in accordance with the principles 

established in regulations adopted by the commission, or, if the income 

is not, in the opinion of the commission, reported in accordance with 

its regulations, then a statement to that effect, identifying the * 

deficiencies in the report and, if possible, providing a reporting of 

the true and correct income.

(c) A  corporation operating an oil pipeline facility engaged • 

solely in interstate commerce may elect to have the taxable income from 

that facility determined in accordance with (b) of this section, rather 

than (a) of this section if it complies with all applicable regulations 

and orders of the Alaska Pipeline Commission concerning accounting 

methods and reports, and properly files all reports or other information 

required by Alaska Pipeline Commission regulations.

(d) A  corporation's taxable income from the transportation of 

natural gas shall be determined for interstate natural gas pipelines in 

conformance with the reporting procedures established by the Federal 

Power Commission, and for intrastate pipelines in conformance with pro­

cedures established by the Alaska Public Utilities Commission. A  tax
' ' ' ' . ■ • . • v • ' Y ' v • r •

return reporting income from the intrastate transportation of natural 

gas by pipeline shall be accompanied by a certification from the Alaska 

Public Utilities Commission to the effect that to the best of the com­

mission's knowledge and belief the income calculation has been made in 

accordance with the principles established in regulations adopted by the 

commission, or, if the income is not, in the opinion of the commission,

reported in accordance with its regulations, then a  statement to that
• »

-4-
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effect, identifying the deficiencies in the report and, if possible, 

providing a reporting of the true and correct income.

(e) The certifications of the Alaska Pipeline Coimnission and the 

Alaska Public Utilities Commission submitted in accordance with this

sion nor shall it prevent the respective commission from submitting a 

revised certification within three years of the due date of the tax 

return in support of which it was originally filed.

(f) Nothing in this section or in sec. 12 of this chapter shall 

limit a corporate taxpayer's right to appeal or the taxpayer remedies 

provided under ch. 5 of this title.

Sec. 43.20.014. DETERMINATION OF INCOME FROM OTHER ACTIVITIES OF

CORPORATIONS ENGAGED IN OIL OR NATURAL GAS PRODUCTION OR TRANSPORTATION.

Taxable Income from activities other than oil or natural gas production 

or pipeline transportation shall be determined by subtracting the income 

as determined under secs. 12 and 13 of this chapter from the corpora­

tion's consolidated net income and applying the allocation formula 

required under the provisions of sec. 65 of this chapter, except that 

the property factor and the payroll factor shall be calculated without 

reference to payroll or property related to production or pipeline 

transportation activity the income from which is taxable in accordance 

with secs. 12 and 13 of this chapter.

Sec. 43.20.015. PUBLIC REPORTING. Notwithstanding the provisions

of AS 43.05.230, the commissioner of revenue shall compile and transmit 

to the legislature an annual consolidated report of state revenues and 

taxation policies under this chapter. This report shall include total 

Alaska income tax paid by firms and individuals covered under this 

chapter, itemized deductions by category and the tax cost of these de­

ductions. For purposes of this section, "tax cost" means the amount of

section shall not prejudice any future action by the respective commis

COPY 5
/V s

'iv
C*.



revenue which the state would have collected had not a specific deduc-

production as reported in accordance with sec. 12 of this chapter, from

pipeline transportation as reported in accordance with see. 13 of this 

chapter, from other income allocated to the state under sec. 14 of this 

chapter, and the tar due.

Sec. 4. AS 43.20.330 is amended by adding new subsections to read:

(f) Any person who improperly influences, or attempts to improper­

ly influence, by means of payment or offer of payment or other valuable 

consideration, any state official in his determination of values and 

apportionments under this chapter shall be guilty of bribery and punish­

able under AS 11.30.040.

(g) Any person who knowingly and wilfully makes false statements 

or representations, or who knowingly allows false statements or repre­

sentations to be made on his behalf in the case of corporations, with a 

purpose of avoiding the corporate tax Imposed under this chapter is 

guilty of wilful tax avoidance and is punishable upon conviction by a 

fine of three times the amount of the tax that would have been unpaid 

had the false statement been undetected, and by imprisonment for not 

less than 10 days nor more than one year.

Sec. 5. AS 42.06.140 is amended by adding a new paragraph to read:

<11) shall provide all reasonable assistance to the Depart­

ment of Revenue in determining the net income from oil pipeline facili­

ties.

Sec. 6. AS 42.06 is amended by adding a new .section to read:

Sec. 42.06.041. CERTIFICATION OF INCOME TO DEPARTMENT OF REVENUE.

tion been allowed. Also included in the report shall be a summary of 

each corporate tax return filed which shows income from the production
\  • . \  V. •* <*** . ‘ • . ’ .»*•> * J ■' * • *' ,.i • .\ .

of oil or natural gas, showing the total amount of oil and gas produced 

by or for each taxpayer, the taxable income of the corporation from

COMMITTEE COPY



(a) Upon request of a pipeline carrier the commission shall review the
■■ ' • ■ -

accounts of that carrier and provide a certification to the Department 

of Revenue either stating that to the best of the c o m missions knowledge 

and belief the report of net pipeline income submitted by the carrier

under AS 43.20.013 is in accordance with the commission’s regulations

governing the accounting of income, or that it is not so in accordance, 

in which case the commission shall identify the deficiencies in the 

report and, if possible, provide a  reporting of the true and correct in- 

come.

(b) The commission shall provide the certification of compliance 

or deficiency in reporting within 45 days of the date on which the pipe­

line carrier requests it, but all certifications remain subject to 

amendment by the commission for a period of three years after the due 

date of the tax return which they accompany.

(c) The commission may by regulation establish accounting pro­

cedures and definitions as may be necessary to define net income for tax 

purposes, but net income so defined shall coincide as nearly as possible 

with the net income definition used by the commission in establishing 

rates and measuring rate of return, and shall be derived before any 

deductions for income taxes accrued or paid.

* Sec. 7. AS 42.05.141 is amended to read:

Sec. 42.05.141. GENERAL POWERS AND DUTIES OF THE COMMISSION. The 

Alaska Public Utilities Commission [MAY]

(1) may regulate every public utility engaged or proposing to 

engage in such a business inside the state, except to the extent ex­

empted by sec. 711 of this chapter and the powers of the commission 

shall be liberally construed to accomplish its stated purposes;

(2) ma y  investigate, upon complaint or upon its own motion,
; ' . Ss - ‘

the rates, classifications, rules, regulations, practices, services and

COMMITTEE COPY "7" ,4 s
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classifications, regulations, practices, services and facilities for a 

public utility;

(4) may prescribe the system of accounts and regulate the 

service and safety of operations of a public utility;

(5) may require a public utility to file reports and other 

information and data;

(6) may appear personally or by counsel and represent the 

interests and welfare of the state in all matters and proceedings in­

volving a public utility pending before an officer, department, board, 

commission or court of the state or of another state or the United 

States and to intervene in, protest, resist, or advocate the granting, 

denial or modification of any petition, application, complaint or other 

proceeding;

(7) may examine witnesses and offer evidence in any proceed­

ing affecting the state and initiate or participate in judicial pro­

ceedings to the extent necessary to protect and promote the interests of 

the states

(8) shall provide all reasonable assistance to the Department 

of Revenue in determining the net income from natural gas pipeline 

facilities.

* Sec^ 8. AS 42*05 is amended by adding a new section to read:

Sec. AS 42.05.502. CERTIFICATION OF INCOME TO DEPARTMENT OF 

REVENUE, (a) Upon request of a pipeline carrier the commission shall 

review the accounts of that carrier and provide a certification to the



lations governing the
* fit ■ - •• • , ■ . r * •

accordance, in which case 

in the report and, If pos 

correct income.

(b) The commission shall provide the certification of compliance 

or deficiency in reporting within 45 days of the date on which the pipe­

line carrier requests it, but all certifications remain subject to
v***-. *, * 4 ' ■ ‘ • • ■*•1* \ ~

amendment by the commission for a period of three years after the due

date of the tax return which they accompany.

(c) The commission may by regulation establish accounting proce­

dures and definitions as may be necessary to define net income for tax

purposes, but net income so defined shall coincide as nearly as possible

with the net income definition used by the commission in establishing 

rates and measuring rate of return, and shall be derived before any 

deductions for income taxes accrued or paid.

* Sec. 9. This Act relates only to income earned or received after 

December 31, 1976.

* Sec. 10. This Act takes effect January 1, 1978.
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T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A
T E N T H  L E G I S L A T U R E

F I S C A L  N O T E

R E Q U E S T
Bill/Resolution No. HB 14 5__________________________________
Title A n  A c t  relating to the A l a s k a  Net Income Tax
Requested by. Date .2/25/ 77

II. F I S C A L  D E T A I L
Agency Affected C o m m e r c e  & E c o n o m i c  D e v e l o p m e n t

Program Category Affected P u b l i c  P r o t e c t i o n

Budget Request Unit(s) Affected A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  

E X P E N D I T U R E S  (Thousands of Dollars)

F Y  77 F Y  78 F Y  79 F Y  80 F Y  81 F Y  82

100 P E R S O N A L  S E R V I C E S 1 5 . 3 3 0 . 6

200 T R A V E L

300 C O N T R A C T U A L 2.1 2 . 1

400 C O M M O D I T I E S .2 .2

500 E O U I P M E N T .8

600 L A N D  &  S T R U C T U R E S

700 G R A N T S .  C L A I M S .  ETC.

T O T A L 1 8 . 4 3 2 . 9

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

G E N E R A L  F U N D 1 8 . 4 3 2 . 9

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

O T H E R  (Specify)

P O S I T I O N S

F U L L  T I M E 1 .. _ l ____
P A R T  T I M E
T E M P O R A R Y

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

P a s s a g e  o f  t h i s  p r o p o s e d  l e g i s l a t i o n  w i l l  r e q u i r e  t h e  A l a s k a  P u b l i c  U t i l i t i e s  

C o m m i s s i o n  t o  e m p l o y  a t  l e a s t  o n e  a d d i t i o n a l  F i n a n c i a l  A n a l y s t  I I I  w h o  w o u l d  

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

D e t a i l e d  e x p e n s e  e s t i m a t e  a t t a c h e d  

E f f e c t i v e  d a t £  : J a n u a r y  1, 1 9 7 8

IV. D A T E  _ 2/25/77

Original: Legislative Finance
cc: Budget and Management

Prime Sponsor (First Legislator Named)

P R E P A R E D  B Y  au* t/?) . j

A G E N C Y  — A l a s k a  P u b l -i c  U t i l i t i e s  G o m m i -ss i o n ------
P H O N E  2 X 2 = 1 4 S 3 -------------------

33-001 (Rev. 10/76)



FISCAL NOTE 

Re HB li»5

1 Tax Accountant (UFA I I I 3 Range 18C)

Benefits 25 1/2%

C o n t r a c t u a l :

Office Space 
Telephone

C o m m o d i t i e s :
Stationery and Office Supplies

E q u i p m e n t :
Desk
Chair
Calculator
Dictating Machine (Pocket Secretary)

$ 2 4 4 0 8

6 2 2 6

1 8 9 0

240

2 3 0

295
135
1 5 0

2 5 0

$30634

2 1 3 0

2 3 0

830

$33824



T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A
T E N T H  L E G I S L A T U R E

F IS C A L  N O T E

I. R E Q U E S T
Bill/Resolution N o .______R n n c p  r; 1 1 Mr. l 45_________________________________________________________
T it le ____________________ /\n Act relating tn the Alaska net i nr.nmp. ta*____________

Requested by____________Hnuae Reannrrea Committee____________________ Date ? - i~ 7 7

II. F IS C A L  D E T A I L
Agency A ffe cte d _______________ Revenue__________

Program Category Affected______Fisr.al Services

Budget Request Unit(s) A ffectedA u d i r Division

E X P E N D IT U R E S  (Thousands o f  Dollars)

F Y  77 F Y  78 F Y  79 F Y  80 F Y  81 F Y  82
1 0 0 P E R S O N A L  S E R V IC E S 8 8 . 1 3 1 7 1 3 ' - 7 . 6 353.3 353.3
2 0 0 T R A V E L 5.0 70.0 70.0 7 5 - 0 75.0
300 C O N T R A C T U A L 1 0 . 2 1 0  S .  2 6 5 . 2 70 0 70.0
4 0 0 C O M M O D IT IE S 6 2 . 0 m m i M M 2  7 7 7
,500 E O U IP M E N T 1 . 8 6 . 0 : . 1 . 8 1 . 0
600 L A N D  & S T R U C T U R E S
700 G R A N T S .  C L A IM S . ETC.

T O T A L - 0 - 105.7 5 0 1  . 0 456.0 502.3 5 0 1  . 5

F U N D IN G  (Thousands o f  Dollars)

G E N E R A L  F U N D - n - m s  7 _ on i n. 456.0 502.3 501 .5
F E D E R A L  F U N D S
O T H E R  (Snecifv)

P O S IT IO N S

F U L L  T IM E - 0 - 3 1 0 1 0 11 11
P A R T  T IM E
T E M P O R A R Y

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

T h i s  b i l l  w i l l  n e c e s s i t a t e  an A u d i t  s t a f f  o f  8 F i e l d  A u d i t o r s  w it h  a 
C le r k  T y p i s t  I I I  and a Tax Examiner to  h a n d le  the  c l e r i c a l ,  t y p in g  and 
r e t u r n  p ro c e s s in g  d u t i e s .  The o t h e r  c o s ts  a r e  r e la t e d  to  the  developm ent 
o f  the  computer p ro c e s s in g  systems and c o s ts  r e la t e d  to  the  p o s i t i o n s .
See memo a tta c h e d  to  R. D. Stevenson dated 2/3/77

IV . D A T E  2/3/77

Original: Legislative Finance
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 10/76)



Mr. R. D. S teven son  
S p e c ia l  A s s i s t a n t  
Departm ent o f  Revenue

February 3, 1977

House B i l l  1^5

House B i l l  1^5 p r o v id e s  t h a t  a l l  o i l  p ro d u c in g  and p i p e l i n e  companies 
w ou ld  compute t h e i r  income on a s e p a ra te  a c c o u n t in g  b a s i s .  T h i s  
c o n c e p t ,  w h i le  a p p e a r in g  to  be s i m p l i s t i c  and easy  to  a c c o m p l is h ,  
a c t u a l l y  is  v e r y  com plex. T h i s  has been p o in te d  o u t  by th e  re c e n t  
r e p o r t  p re p a re d  by M e s s rs .  Zeifm an and A in s w o r t h  f o r  the D epartm ent 
o f  Revenue and the  L e g i s l a t u r e .

T h e re  a r e  s e v e r a l  s p e c i f i c  a re a s  o f  co n ce rn  w hich  we have re g a rd in g  
the  B i l l .  F i r s t ,  i t  s p l i t s  the  r e s p o n s i b i l i t y  f o r  a u d i t  o f  the  r e t u r n s  
to  two d i f f e r e n t  a g e n c ie s .  F o r  a company in the p r o d u c t io n  o f  o i l  and 
g a s ,  the  r e t u r n s  w ould  be a u d i t e d  by t h i s  D i v i s i o n ,  w h i le  f o r  p i p e l i n e  
companies i t  is  a s s ig n e d  to  t h e A P U C .  I would s t r o n g l y  u rg e  t h a t  the  
a u d i t  f u n c t i o n  f o r  p i p e l i n e  companies be a s s ig n e d  to  t h is  D i v i s i o n  w i t h  
the  p r o v i s i o n  t h a t  the  APUC w i l l  g e n e ra te  the  r e p o r t in g  re q u ire m e n ts  
w hich would be used as the b a s is  f o r  the  a u d i t .  S e c t io n s  3 ,  6 and 8 o f  
the B i l l  would need to  be amended to  a cco m plish  t h i s .

Second, i t  a ppears  t h a t  th e  in t e n t  o f  th e  B i l l  is th a t  the  Departm ent o f  
Revenue would by r e g u la t io n  d e f in e  what would be d e d u c t ib l e  as an expense 
and how such items as in t a n g i b l e  d r i l l i n g  c o s t s  w ould  be t r e a t e d  f o r  
r e p o r t in g  p u rp o s e s .  To a c co m p lish  t h i s  would n e c e s s i t a t e  the  employment 
o f  two A u d i t o r s  and th e  C le r k  T y p i s t  I I I  a t  le a s t  one y e a r  ahead o f  the 
e f f e c t i v e  d a te  o f  the  law to  do the re s e a rc h  needed f o r  the se  d e t e r m in a t io n s .

T h i r d ,  on l i n e  17 o f  page 5 o f  the  B i l l  is  a r e fe r e n c e  to  the  " a i l o c a t i o n "  
fo r m u la  r e q u i r e d  u n d e r  Sec. 65 o f  the  c h a p t e r .  To be t e c h n i c a l l y  c o r r e c t  
and to  remove a l l  d o u b ts  o f  what is m eant, I would recommend t h a t  the 
p ro p e r  term " a p p o r t io n m e n t "  be in s e r t e d  in p la c e  o f  a l l o c a t i o n .  To 
a l l o c a t e  is  t o  s p e c i f i c a l l y  i d e n t i f y  the  n a tu re  o f  each item o f  income and 
a s s ig n  i t  to  the  p ro p e r  j u r i s d i c t i o n ,  w h i le  to  a p p o r t io n  is  to  a s s ig n  
income on the  b a s is  o f  a fo r m u la .

F o u r t h ,  Sec. h o f  the  B i l l  r e f e r s  to  AS ^3 -2 0 .3 3 0  w hich was re p e a le d  
in 1972 by C h a p te r  169 o f  the  S e s s io n  Laws. The p ro p e r  r e fe r e n c e  is 

AS il3 .20 .335 w i t h  the  two s u b s e c t io n s  i d e n t i f i e d  as ( j )  and (k )  .

F i f t h ,  the  p o r t i o n  o f  Sec. 3 o f  the B i l l  w hich p e r t a i n s  to  p u b l i c  
r e p o r t in g  has p r o v i s i o n s  in  i t  w h ich  may be u n c o n s t i t u t i o n a l .  A p r im a ry  
te n a n t  o f  o u r  system  o f  s e l f - a s s e s s e d  ta x  is  t h a t  the  in fo r m a t io n  
re p o r te d  s h a l l  remain c o n f i d e n t i a l .  The p r o v i s i o n  w hich w ould r e q u i r e

G a ry  L .  Je n k i1 
Di r e c t o r  
A u d i t  D i v i s i o
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a summary o f  each r e t u r n  f i l e d  to  be made p u b l i c  s h o u ld  be s t r i c k e n  
from  the B i l l .  T h a t  p o r t i o n  is  in c lu d e d  in  l i n e s  2 -  9 o f  page 6.

L a s t l y ,  t h e r e  a p p e a rs  to  be a c o n f l i c t  between S e c t io n s  9 and 10 o f  the 
B i l l .  S e c t io n  9 i mp l i e s  t h a t  the  B i l l  w ould  be e f f e c t i v e  on 1- 1- 77 
w h i l e  S e c t i o n  10 s t a t e s  t h a t  i t  is e f f e c t i v e  on 1 - 1 - 7 8 .  Does Se c t i o n  
10 mean t h a t  r e t u r n s  would be due a f t e r  I - I - 7 8  on income earned  in 1977? 
I would reconmend t h a t  t h i s  be c l a r i f i e d .
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F IS C A L  N O T E

I. R E Q U E S T
Bill/Resolution No. 5  t_____________________________________
Title An Act r e l ating €o~~the Alaska net income tax___________________

Requested by_______________________________________________  Date 3/8/77

II. F I S C A L  D E T A I L
Agency Affected C o m m e r c e  & E c o n o m i c  D e v e l o p m e n t

Program Category Affected P u b l i c  P r o t e c t i o n

Budget Request Unit(s) Affected A l a s k a  P i p e l i n e  C o m m i s s i o n

E X P E N D IT U R E S  (Thousands o f  Dollars)

F Y  77 F Y  78 F Y  79 F Y  80 F Y  81 F Y  82
1 0 0 P E R S O N A L  S E R V IC E S 0 i 7 7 7 ..|  3  Q . 77/ 4 1 . 2 4 3 . 3

? , 0 0 T R A V E L
300 C O N T R A C T U A L 0 .7 5 1 . 5 1 . >5 1 . 5 1 5
4 0 0 C O M M O D IT IE S 0 . 1 7/77/7/7/v 1 9 2 o
500 E O U IP M E N T 0 i . n
600 L A N D  & S T R U C T U R E S
700 G R A N T S .  C L A IM S . ETC.

T O T A L 0 1 9 . 6 3 9 . 0 4 0 . 9 4 2 . 9 4 5 . 0

F U N D IN G  (Thousands o f  Dollars)

G E N E R A L  F U N D 0 1 9 . 6 3 9 . 0 4 0 . 9 4 2 . 9 4 5 . 0
F E D E R A L  F U N D S
O T H E R  (Specify)

P O S IT IO N S  

F U L L  T IM E 0 1 1 1 1 1
P A R T  T IM E
T E M P O R A R Y

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

Given the Commission's workload, sa tisf a c t o r y  perform ance of the 
c e r tificat ion r e s p o n s i b i l i t y  will n e c e s s i t a t e  hirin g a staff person with 
specialized knowledge of tax accounting.

Effective date: January 1, 1978

IV .  D A T E _________3 / 8 / 7 7 ____________P R E P A R E D  B Y  W i l l i a m  L .  Mu r r a y ^ ____
A G E N C Y  A l a s k a  P i p e l i n e  C o m m i s s i

Original: Legislative Finance P H O N E  3 7 9 - 0 5 8 3
cc: Budget and Management

Prime Sponsor (First Legislator Named)
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Introduced: 1/31/77
Referred: Resources and Finance

BY THE RULES COMMITTEE BY 
R E Q UEST OF THE LEGISLATIVE 
COUNCIL (for the Subcommittee 
on Oil and Gas Leasing and 

N THE HOUSE Taxing Policies)

H O U S E  BILL NO. 145 

IN THE LEGISLATURE OF THE STATE OF A LASKA 

T E N T H  LEGISLATURE - FIRST SESSION 

A  BILL

or an Act entitled: "An Act relating to the Alaska net income tax; and

providing for an effective date."

E IT ENACTED BY THE LEGISL A T U R E  OF THE STATE OF ALASKA:

* Section 1. LESIGLATIVE FINDINGS AND INTENT. The legislature finds and 

eclares that the m ethod of apportioning income for tax purposes under the 

U n i form Division of Income for Tax Purposes" formula embodied in the Multi- 

tate Tax Compact (AS 43.19) and AS 43.20.065 does not fairly represent the 

xtent of the business activities in this state of multi- s t a t e  corporations 

ngaged in the production and pipeline transportation of crude oil and 

atural gas in Alaska. The legislature therefore intends that the provisions 

f section 18 of article IV of the M u l t i -State Tax Compact (AS 43.19) which 

H o w  separate accounting of income shall be adopted for the determination of 

orporate income tax liability on income derived from the production and 

ipeline transportation of oil and gas and related activities. The legisla- 

ure further intends that separate accounting shall result in the assessment 

f tax against multi- s t a t e  corporations so that the tax paid by these cor- 

ocatior.s will be commensurate with the tax that w o u l d  be paid by corporations 

wning and operating only the Alaskan assets of these multi-state corpora- 

i o n s .

* Sec. 2. AS 43.20.011 is amended by adding a n ew subsection to read:

(f) For purposes of determining taxable income under (e) of this 

section that part of income of any corporation derived in Alaska from 

oil or natural gas production or the transportation of crude oil or 

natural gas by pipeline, including income from royalties on oil and gas

-1- HB 145
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production, shall, notwithstanding sec. 65 of this chapter, be d e t e r­

mi n e d  by separate accounting in accordance with section 18 of article IV 

of the M ulti-State Compact (AS 43.19.010) and secs. 12 - 14 of this 

c h a p t e r .

*  Sec. 3. AS 43.20 is amended by adding n e w  sections to read:

Sec. 43.20.012. DETERMINATION OF OIL AND NATURAL GAS PRODUCTION 

INCOME. (a) The d e t e rmination of taxable income attributable to oil 

and natural gas production, as required under secs. 11(e) and (f) of 

this chapter, shall be based on a separate accounting of costs and

revenues associated with the production.

(b) Gross revenue from oil and gas production shall be the w e l l­

head value as established for purposes of the oil and gas properties 

production tax, in accordance w i t h  the provisions of ch. 55 of this 

title.

(c) Deductions from gross revenue for the purposes of determining

taxable production income shall include:

(1) royalties actually paid whether in kind or in value;

(2) severance taxes actually paid;

(3) property taxes actually paid by the corporation taxpayer

on the producing property and the facilities directly associated with 

it, including facilities for the gathering, treating and preparing of 

the oil or gas for shipment;

(4) the costs incurred by the corporation taxpayer in o p e r a­

ting the oil or gas field, including uhe costs of gathering, treating 

and preparing the oil or gas for shipment, but net of any payments 

received for those services;

(5) depreciation on investments which are associated with the

production, gathering, treating and preparing for shipment of the oil or 

gas, and w h i c h  are located in or adjacent to the site of production, in-

HB 145 -2-



eluding d e p reciation on capitalized interest, lease acquisition payments 

and property taxes paid before the commencement of production on the 

leasehold, facilities or investment associated w i t h  it;

(6) interest expense not capitalized and capitalizable, to 

the extent that it does not exceed a portion of total interest paid by 

the corporation, its subsidiaries and affiliates, determined by m u l t i­

plying total interest paid by a fraction, the numerator of w h i c h  is the 

boo k  value of the corporation's fixed assets in and associated w i t h  the 

field, and the denominator of which is the boo k  value of all fixed 

assets held b y  the corporation, its subsidiaries and affiliates;

(7) expenses incurred after December 31, 1976 of unsuccessful 

exploration efforts for oil and gas in Alaska, including the acquisition 

costs of properties abandoned, dry hole costs, and the costs of geologic 

and geophysical exploration on or related to those properties.

(d) The department shall establish regulations covering the c a l c u­

lation of depreciation costs, the allocation of interest costs, the 

definition of facilities associated with the production, gathering, 

treating and preparing for shipment of oil and gas, and other matters 

necessary to implement this section.

Sec. A3.20.013. DETERMINATION OF CRUDE OIL A ND NATURAL GAS P I P E­

LINE TRANSPORTATION INCOME. (a) Except as provided in (b) and (c) of 

this section, annual taxable income from the pipeline transportation of 

crude oil in Alaska in interstate commerce in facilities devoted wholly 

to interstate commerce shall be eight per cent of the valuation of the 

pipeline facility as determined by or in accordance with principles 

established by the Interstate Commerce Commission ( I C C ) .

(b) If no ICC valuation has be e n  made of an interstate oil p i p e­

line facility or if the oil pipeline facilities are engaged wholly or 

partially in intrastate commerce, net income shall be determined in

- 3 -  HR I '<5



ac c ordance w i t h  regulations established by the Alaska Pipeline C o m m i s­

sion under AS 42.06.041. A  tax r e t u r n  reporting this income shall be 

a ccompanied b y  a c e r t ification from the A laska Pipeline Commission to 

the effect that to the best of the commission's knowledge and belief the 

income calculation has been made in a c c o rdance w i t h  the principles 

established in regulations adopted by the commission, or, if the income 

is not, in the opinion of the commission, reported in accordance with 

its regulations, then a statement to that effect, identifying the 

deficiencies in the report and, if possible, providing a reporting of 

the true and correct income.

(c) A corporation operating an oil pipeline facility engaged 

solely in interstate commerce may elect to have the taxable income from 

that facility determined in accordance w i t h  (b) of this section, rather 

than (a) of this section if it complies wi t h  all applicable regulations 

and orders of the Alaska Pipeline Commission concerning accounting 

methods and reports, and properly files all reports or other information 

required by Alaska Pipeline Commission regulations.

(d) A corporation's taxable income from the transportation of 

natural gas shall be determined for interstate natural gas pipelines in 

c onformance w i t h  the reporting procedures established by the Federal 

Power Commission, and for intrastate pipelines in conformance with p r o­

cedures established by the Alaska Public Utilities Commission. A tax 

return reporting income from the intrastate transportation of natural 

gas by pipeline shall be accompanied by a certification from the Alaska 

Public Utilities Commission to the effect that to the best of the c o m­

mission's knowledge and belief the income calculation has been made in 

accordance wit h  the principles established in regulations adopted by the 

commission, or, if the income is not, in the opinion of the commission, 

reported in accordance w i t h  its regulations, then a statement to that

HB 145 -4-
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effect, identifying the deficiencies in the report and, if possible, 

providing a reporting of the true and correct income.

(e) The certifications of the Alaska Pipeline Commission and the 

Alaska Public Utilities Commission submitted in a c c ordance wi t h  this 

section shall not prejudice any future action by the respective c o m m i s­

sion nor shall it prevent the respective commission from submitting a 

revised certification within three years of the due date of the tax 

r eturn in support of which it was originally filed.

(f) Nothing in this section or in sec. 12 of this chapter shall 

limit a corporate taxpayer's right to appeal or the taxpayer remedies 

provided under ch. 5 of this title.

Sec. 43.20.014. DETERMINATION OF INCOME FROM OT H E R  A C T I VITIES OF 

CORPORATIONS ENGAGED IN OIL O R  NATURAL GAS PRODUCTION OR TRANSPORTATION. 

Taxable income from activities other than oil or natural gas production 

or pipeline transportation shall be determined by subtracting the income 

as determined under secs. 12 and 13 of this chapter from the c o r p o r a­

tion's consolidated net income and applying the allocation formula 

required under the provisions of sec. 65 of this chapter, except that 

the property factor and the payroll factor shall be calculated without 

reference to payroll or property related to production or pipeline 

t ransportation activity the income from which is taxable in accordance 

w i t h  secs. 12 and 13 of this c h a p t e r .

Sec. 43.20.015. PUBLIC REPORTING. Notwithstanding the provisions 

of AS 43.05.230, the commissioner of revenue shall compile and transmit 

to the legislature an annual consolidated report of state revenues and 

taxation policies under this chapter. This report shall include total 

Alaska income tax paid by firms and individuals covered under this 

chapter, itemized deductions by category and the tax cost of these d e­

ductions. For purposes of this section, "tax cost" means the amount of

"5‘ MB L45
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revenue which the state would have collected had n ot a specific d e d u c­

tion bee n  allowed. Also included in the report shall be a summary of 

each corporate tax return filed which shows income from the production 

of oil or natural gas, showing the total amount of oil and gas produced 

b y  or for each taxpayer, the taxable income of the c orporation from 

production as reported in accordance w i t h  sec. 12 of this chapter, from 

pipeline transportation as reported in accordance with sec. 13 of this 

chapter, from other income allocated to the state under sec. 14 of this 

chapter, and the tax due.

* Sec. 4. AS 43.20.330 is amended by adding n e w  subsections to read:

(f) A n y  person who improperly influences, or attempts tc i m p r o p e r­

ly influence, by means of payment or offer of payment or other valuable 

consideration, any state official in his determination of v alues and 

apportionments under this chapter shall be guilty of bribery and p u n i s h­

able under AS 11.30.040.

(g) Any person who knowingly and wilfully makes false statements 

or representations, or w h o  knowingly allows false statements or r e p r e­

sentations to be made on his behalf in the case of corporations, with a 

purpose of avoiding the corporate tax imposed under this chapter is 

guilty of wilful tax avoidance and is punishable upo n  conviction by a 

fine of three times the amount of the tax that would have been unpaid 

had the false statement been undetected, and by imprisonment for not 

less than 10 days nor mo r e  than one year.

* Sec. 5. AS 42.06.140 is amended by adding a n e w  par a g r a p h  to read:

(11) shall provide all reasonable assistance to the D e p a r t­

ment of Revenue in determining the net income from oil pipeline f a c i l i­

ties .

* Sec. 6. AS 42.06 is amended by adding a n e w  section to read:

Sec. 42.06.041. CERTIFICATION OF INCOME TO D E P A R T M E N T  OF REVENUE.

HB 145 -6-
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(a) U p o n  r e q uest of a pipeline carrier the commission shall r eview the 

accounts of that carrier and provide a certification to the Department 

of Revenue either stating that to the best of the commission's knowledge 

and belief the r e port of net pipeline income submitted by the carrier

under AS 43.20.013 is in accordance w i t h  the commission's regulations

governing the accounting of income, or that it is not so in accordance, 

in wh i c h  case the commission shall identify the deficiencies in the 

report and, if possible, provide a reporting of the true and correct i n­

come .

(b) The co m m i s s i o n  shall provide the certification of compliance 

or deficiency in rep o r t i n g  w i t h i n  45 days of the date on w h i c h  the p i p e­

line carrier requests it, but all certifications remain subject to 

am endment by the commission for a period of three years after the due 

date of the tax r e t u r n  w h i c h  they accompany.

(c) The commission m ay by regulation establish accounting p r o­

cedures and definitions as m a y  be necessary to define net income for tax 

purposes, but net income so defined shall coincide as nearly as possible 

w i t h  the net income d e f inition used by the commission in establishing 

rates and m e a s u r i n g  rate of return, and shall be derived before any 

deductions for income taxes accrued or paid.

* Sec. 7. AS 42. 0 5 . 1 4 1  is amended to read:

Sec. 42.U5.141. G E N ERAL POWERS AND DUTIES OF THE COMMISSION. The 

Alaska Public Utilities Commission [MAY]

(1) m ay regulate every public utility engaged or proposing to 

engage in such a business inside the state, except to the extent e x­

empted by sec. 711 of this chapter and the powers of the commission 

shall be liberally construed to accomplish its stated purposes;

(2) m a y  investigate, upon complaint or up o n  its own motion, 

the rates, classifications, rules, regulations, practices, services and

"7" HB 145
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facilities of a public utility and hold hearings on them;

(3) may make or require just, fair and reasonable rates, 

classifications, regulations, practices, services and facilities for a 

public utility;

(4) may prescribe the system of accounts and regulate the

service and safety of operations of a public utility;

(5) may require a public utility to file reports and other

information and data;

(6) may appear personally or by counsel and represent the 

interests and welfare of the state in all matters and proceedings in­

volving a public utility pending before an officer, department, board, 

commission or court of the state or of another state or the United 

States and to intervene in, protest, resist, or advocate the granting, 

denial or modification of any petition, application, complaint or other 

proceeding;

(7) may examine witnesses and offer evidence in any proceed­

ing affecting the state and initiate or participate in judicial pro­

ceedings to the extent necessary to protect and promote the interests of 

the statej_

(8) shall provide all reasonable assistance to the Department 

of Revenue in determining the net income from natural gas pipeline 

facilities.

*  Sec. 8. AS 42.05 is amended by adding a new section to read:

Sec. AS 42.05.502. CERTIFICATION OF INCOME TO DEPARTMENT OF 

REVENUE. (a) Upon request of a pipeline carrier the commission shall 

review the accounts of that carrier and provide a certification to the 

Department of Revenue either stating that to the best of the commission's 

knowledge and belief the report of net pipeline income submitted by the 

carrier under AS 43.20.013 is in accordance with the commission's regu- 

HB 145 -8-
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lations governing the accounting of income, or that it is not so in 

accordance, in which case the commission shall identify the deficiencies 

in the report and, if possible, provide a reporting of the true and 

correct income.

(b) The commission shall provide the certification of compliance 

or deficiency in reporting within 45 days of the date on which the pipe­

line carrier requests it, but all certifications remain subject to 

amendment by the commission for a period of three years after the due 

date of the tax return which they accompany.

(c) The commission may by regulation establish accounting proce­

dures and definitions as may be necessary to define net income for tax

purposes, but net income so defined shall coincide as nearly as possible

with the net income definition used by the commission in establishing 

rates and measuring rate of return, and shall be derived before any 

deductions for income taxes accrued or paid.

* Sec. 9. This Act relates only to income earned or received after 

:ember 31, 197 6.

* Sec. 10. This Act takes effect January 1, 1978.

- 9 - HB 1 4 5



I, the undersigned, an employee o f the State of Alaska, do hereby certify 

that the m icro film  images on this m icro fonn are accurate reproductions 

o f the orig inal records of the State of Alaska as accumulated during the 

regular course o f business, and that it is the established po licy  and practice 

o f this State to m icro film  its records and to dispose of the original records 

after m icro film  reproductions have been made.
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I n t r o d u c e d :  2 / 1 / 7 7
R e f e r r e d :  F i n a n c e

HOUSE BILL NO. 151 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TENTH LEGISLATURE - FIRST SESSION 

A BILL

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

of Fish and Game to purchase real property known as the 

Rabbit Creek Rifle Range within Potter Point State Game 

Refuge; and providing for an effective date."

3E IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The sum of $75,000 is appropriated from the general fund to

:he Department of Fish and Game to purchase real property known as the Rabbit 

Ireek Rifle Range within the area known as the Potter Point State Game Refuge.

* Sec. 2. The real property described in sec. 1 of this Act shall be 

naintained as waterfowl habitat, refuge access, and a continued limited use 

shooting facility.

* Sec. 3. Any funds not used in the purchase of the property described in

sec. 1 of this Act shall be used to develop safety and sound abatement

Features on the rifle range.

* Sec. 4. The unexpended and unobligated portion of this appropriation 

Lapses into the general fund June 30, 1978.

*  Sec. 5. This Act takes effect immmediately in accordance with AS 01.10.- 

370(c).

EN THE HOUSE BY RUDD

-1- HB 1 5 1



nA n  A ct m a k i n g  a special a pp ro priation to the Depart m en t of Fis h  and Game to 
purchase real p roperty k n o w n  as the R a bb it  Creek Rifle Range w i t h i n  P o tt er  
Point State Game Refuge; and pr ov i di ng  for an effective date."

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

2-1-77

H O U S E

__________________________________Date

Mr. Speaker:

The Co mm it t ee  on FINANCE______________________________ has had HB 151__________

unde r consideration. A ma jority o f  the members o f  the Committee

r j  recommends it do pass

r j  r ecommends it do not pass

/ / recom me nd s it do pass with a t t a c he d amendment(s)

r j  recom me nd s it be replaced with CS for ____________________________ and that

CS for _______________________  do pass

/ / (and) recommends it be refe r re d to the _____________________________________

committee

/ ~ 7  reports it back without r e c o m me nd at io n  

/_/ AND attaches a report of its intent

/~~7 (other) ______________________________________________________________________________

MEMBERS S I G NI NG  THE M A J OR IT Y REPORT:

M EMBERS N O T  C O NC UR RI NG  IN THE M A J OR IT Y  REPORT:

______________________________  recommends: _____________

______________________________  recommends: _____________

r e c o m m e n d s :

H 60

Chairman
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I n t r o d u c e d :  2 / 1 / 7 7

R e f e r r e d :  F i n a n c e

I N  T H E  H O U S E B Y  R U D D

H O U S E  B I L L  N O .  1 5 1  

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

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

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  m a k i n g  a  s p e c i a l  a p p r o p r i a t i o n  t o  t h e  D e p a r t m e n t

o f  F i s h  a n d  G a m e  t o  p u r c h a s e  r e a l  p r o p e r t y  k n o w n  a s  t h e  

R a b b i t  C r e e k  R i f l e  R a n g e  w i t h i n  P o t t e r  P o i n t  S t a t e  G a m e  

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

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

*  S e c t i o n  1 .  T h e  s u m  o f  $ 7 5 , 0 0 0  i s  a p p r o p r i a t e d  f r o m  t h e  g e n e r a l  f u n d  t o

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

C r e e k  R i f l e  R a n g e  w i t h i n  t h e  a r e a  k n o w n  a s  t h e  P o t t e r  P o i n t  S t a t e  G a m e  R e f u g e .

*  S e c .  2 .  T h e  r e a l  p r o p e r t y  d e s c r i b e d  i n  s e c .  1  o f  t h i s  A c t  s h a l l  b e  

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

s h o o t i n g  f a c i l i t y .

*  S e c .  3 .  A n y  f u n d s  n o t  u s e d  i n  t h e  p u r c h a s e  o f  t h e  p r o p e r t y  d e s c r i b e d  i n

s e c .  1  o f  t h i s  A c t  s h a l l  b e  u s e d  t o  d e v e l o p  s a f e t y  a n d  s o u n d  a b a t e m e n t

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

*  S e c .  4 .  T h e  u n e x p e n d e d  a n d  u n o b l i g a t e d  p o r t i o n  o f  t h i s  a p p r o p r i a t i o n  

l a p s e s  i n t o  t h e  g e n e r a l  f u n d  J u n e  3 0 ,  1 9 7 8 .

*  S e c .  5 .  T h i s  A c t  t a k e s  e f f e c t  i m m m e d i a t e l y  i n  a c c o r d a n c e  w i t h  A S  0 1 . 1 0 . -  

0 7 0 ( c ) .

. . .

; v-v, -','-

■' • ■ . . : 
_  i » i . i x « i-j  u j. m _ . HB 151



A L A S K A  STATE LEGISLATURE

. T p K T O .  L e g i s l a t u r e  F I R S X . .  S e s s i o n

H p U S E  . .    N O .  1 5 1 _____

B y  . . . R U D D ............................................................

" A n  A c t  m a k i n g  a  s p e c i a l  a p p r o p ­

r i a t i o n  t o  t h e  D e p a r t m e n t  o f  

F i s h  a n d  G a m e  t o  p u r c h a s e  r e a l  

p r o p e r t y  k n o w n  a s  t h e  R a b b i t  

C r e e k  R i f l e  R a n g e  w i t h i n  P o t t e r  

P o i n t  S t a t e  G a m e  R e f u g e ;  a n d  

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

P u r c h a s e  R a b b i t  C r e e k  R i f l e  R n g .  

I n t r o d u c e d  i n  t h e  H o u s e  ? ” 1 ,  1 9 .  7 . 7

H I S T O R Y  IN THE H O U S E

1 9  77 R e a d  f i r s t  t i m e  a n d  r e f e r r e d  

t o  C o m m i t t e e  o n

F i n a n c e

R e p o r t e d  b a c k  w i t h  

r e c o m m e n d a t i o n  t h a t

R e a d  s e c o n d  t i m e  a n d

R e a d  t h i r d  t i m e  a n d

P A S S  E f f e c t i v e  D a t e  

Y e a s  Y e a s  

N a y s  N a y s  

A b s e n t  A b s e n t  

E x c u s e d  E x c u s e d

R e c o n s i d e r a t i o n

P A S S  E f f e c t i v e  D a t e  

Y e a s  Y e a s  

N a y s  N a y s  

A b s e n t  A b s e n t  

E x c u s e d  E x c u s e d  

R e p o r t e d  c o r r e c t l y  e n g r o s s e d  

S i g n e d  b y  S p e a k e r  

S e n t  t o  S e n a t e

Feb. 1

C H I E F  C L E R K  O F  T H E  H O U S E

H I S T O R Y  IN T H E  H O U S E

1 9 R e c e i v e d  f r o m  S e n a t e

C o n c u r r e d  i n  S e n a t e  a m e n d m e n t  

t h u s  a d o p t i n g :

F a i l e d  t o  c o n c u r  i n  S e n a t e  a m e n d ­

m e n t ;  a s k e d  S e n .  t o  r e c e d e

S e n a t e  r e c e d e d  f r o m  a m e n d m e n t

S e n a t e  f a i l e d  t o  r e c e d e  f r o m  

a m e n d m e n t

F C C  a p p o i n t e d  b y  H o u s e

F C C  a p p o i n t e d  b y  S e n a t e

F C C  a d o p t e d  

T o  e n r o l l i n g

R e p o r t e d  c o r r e c t l y  e n r o l l e d  

S e n t  t o  G o v e r n o r

......................................b y  G o v e r n o r

F i l e d  w i t h  L t .  G o v e r n o r

C h a p t e r  N o ................................

H I S TORY IN T H E  S E N A T E

1 9 R e a d  f i r s t  t i m e  a n d  r e f e r r e d  

t o  C o m m i t t e e  o n

R e p o r t e d  b a c k  w i t h  

r e c o m m e n d a t i o n  t h a t

R e a d  s e c o n d  t i m e  a n d

R e a d  t h i r d  t i m e  a n d

P A S S  E f f e c t i v e  D a t e  

Y e a s  Y e a s  

N a y s  N a y s  

A b s e n t  A b s e n t  

E x c u s e d  E x c u s e d

R e c o n s i d e r a t i o n

P A S S  E f f e c t i v e  D a t e  

Y e a s  Y e a s  

N a y s  N a y s  

A b s e n t  A b s e n t  

E x c u s e d  E x c u s e d  

R e p o r t e d  c o r r e c t l y  e n g r o s s e d  

S i g n e d  b y  P r e s i d e n t  

R e t u r n e d  t o  H o u s e

S E C R E T A R Y  O F  T H E  S E N A T E
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ASSIGNMENT DATE__________

UNASS1GNED_

DEPARTMENT

Fish & Game

SPONSOR (PRINCIPAL) 
Rudd

BILL NO. 
HB 153

d e pa r t m e n t  po sitio n

Conditional Support
DIVISION DIRECTOR DATE COMMISSIONER 

James W. Brooks

DATE
3-2-77 !

GOVERNOR’S OFFICE USE

□ V  POSITION NOTED 

BY: 1

□  POSITION APPROVED 

‘ DATE:

□  POSITION DISAPPROVED

SUMMARY

(1) r e l a t e d  BILLS (SIMILAR OR CONFLICTING) ^ 3  -  Id e n t ic a l  but w ith  d i f f e r e n t  s p o n s o r s .

(2) a. ORGANIZATIONAL SUPPORT FOR BILL

Municipality of Anchorage 
Anchorage Area Shooter Association

(2) b. ORGANIZATIONAL OPPOSITION TO BILL

None Known

(3) PROGRAM EFFECTS OF BILL . •* .
By securing the necessary land, enactment of this bill would assure the continued operation 

of the Rabbit Creek Rifle Range which has operated under the supervision of the Department 

of Fish and Game for several years. An additional benefit would be that the land would 

provide the only potential access corridor from the east to the Potter Point State Game 
Refuge as well as providing some extremely valuable waterfowl habitat adjacent to the refuge.

(4) FISCAL IMPACT: □  NONE □  FISCAL ANALYSIS ATTACHED

(5) AMENDMENTSPROPOSED:Consideration should be given to authorizing the expenditure O f  

$75,000 of Federal funds (BOR) which are believed to be available for matching, in 
addition to the $75,000 from the General Fund which would be appropriated.

(6) COMMENTS:
While recognizing the benefits of this proposal as noted above, the development and funding 

of shooting ranges is generally considered to be more properly a responsibility of local  ̂

governments than of the state. ‘ In that nearly every community would benefit from a shooting 

range, it seems likely that the funding of the Anchorage area range by the state would be 
precedent setting and w o u l d‘precipitate numerous other reguests for state assistance. It is 

the policy oF the Administration to initiate new programs or services that incur state costs 

only to the extent that new revenues are available to offset them. Therefore, the department 

support of this legislation is conditioned on the imposition of effective constraints that 

will limit the proliferation of state funded shooting ranges and will assure that new 

. revenues are forthcoming to offset their cost.



THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE

FISCAL NOTE

REQUEST
Bill/Resolution No. HB 151__ ____________________________________________________
Title An a c t  making a s p e c ia l  a p p ro p r ia t io n  to  purchase Rabb it  Creek R i f l e  Ranne 
Requested hv Governor's  O f f i c e  Date 2-18-77

II. F ISCAL  D E T A IL  n .
Agency Affected Department o f  F is h  and Gams
Program Category Affected NRMEC
Budget Request Unit(s) Affected Hunter  S a fe ty .  D i v i s io n  o f  Game BRU 

EXPEND ITU RES  ' (Thousands of Dollars)

FY  77 F Y  78 FY  79 F Y  80 FY  81 FY  82
ioo PERSONAL SERVICES 13.0 .

?on T R A V E L
300 CO NTRA CTU A L 4.5 2.1 2.1 2.1 2.1 2.1
400 COM M ODIT IES 8.8 2.9 2.9 2.9 2 .9  . 2.9
soo EO U t l ’M EN T
fiOO LA N D  & STRUCTURES
700 GRANTS. CLAIMS. ETC.

T O T A L 26.3 5.0 5.0 5.0 5.0 5.0

F U N D IN G  (Thousands of Dollars)

G E N E R A L  FU N D •
F E D E R A L  FUNDS " I97H 3.P 3.8 3.8 3.8 3.8
O T H ER  (Suecifvl F is h  & Game 6.5 1.2 1.2 1.2 1.2 1.2

fund

POSITIONS

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

III . ANALYSIS (See Fiscal Note Preparation Instructions, Section III)
The Rabb it  Creek R i f l e  Range i s  p r e s e n t l y  be ing  operated  by the  D i v is io n  o f  Game's 
Hunter  Safety  Program. I f  t h is  b i l l  were passed the M u n i c i p a l i t y  o f  Anchorage 
would operate  t h i s  f a c i l i t y  under g u id e l in e s  o f  a c o o p e ra t iv e  agreement w ith  the 
D i v i s io n  o f  Game. I t  would be operated  on a user-fee  bas is  and would be l a r g e ly  
s e l f- s u p p o r t in g .  The D i v i s io n  o f  Game would p la n  to spend approx im ate ly  $5000/year 
i n  improvements and maintenance o f  the f a c i l i t y .  T h is  w i l l  r e s u l t  i n  net sav ings  
to the  D i v i s io n  o f  Game o f  about $21,300/year-

IV . D A T E  2~18~77______________ PREPARED BY .. fo b e r t  A. Rausch ,_Dirgc[tor----
A G EN C Y  Depc. FTsh & Game - D i v i s io n  or Game

Original: Legislative Finance PHONE ^ 5^4190 -------------
cc:______Budget and Management



TELEPHONE [9 07] 276-18 86

F e b r u a r y  16, 1977

J W P :si 

E n c .

A T T O R N E Y  A T  L A W  

510 L 3TREFT, SUITE 405 
A N C H O R A G E ,  A L A S K A  9 9 5 0 1

House F i n a nc e Committee
P o u c h  V
Juneau, A l a s k a  99811

Attention: Steve Cowper, Chairman
Oral Freeman, Vice C hairman
Thelma Buchholdt
J im Duncan
Clark Gruening
Phillip Guy
Russ Meekins, Jr.
Leo Schaeffer 
Leslie Swanson 
E. J. Haugen 
Leo Rhode

RE: House Bill 151

Gentlemen:

For some time I have been working on the Rabbit Creek Rifle Range 
project. This involves keeping open and m a k in g av ailable to the 
c om munity the Rabbit Creek Rifle Range located to the south of 
Anchorage, Alaska. Due to the unique location of Anchorage, 
available range facilities are quite limited. Thus there is a 
c ontinuing need for a high quality shooting facility in that 
area.

I'm enclosing, for your .information, a letter of A u g u s t  26, 1976 
a dd ressed to the Honorable Jay Hammond, Gov e rn or  of the State of 
Alaska, setting forth some of the reasons for the rifle range's 
e x is tence and the necessity for its continued existence.

I st ro ng ly  urge your support for the pending ap propriation bills 
(House Bill 151 and Senate Bill 113). I look forward to any 
c om munications from yo ur  committee re ga rding this matter, and 
should you req ui re  further input please feel free to cont ac t  me 
at your earliest convenience.
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T h e  H o n o r a b l e  Jay. H a w p o n d  
G o v e r n o r  of the ,State of . 
P o u c h  V
Juneau,. A l a s k a  99801

.. " I '

ThaKabb.lfc C r o o k  R i f l e ^ R n n g o

It h a3 r e c e n t l y  c o m e  to m y  a t t e n t i o n  th at  t h e  f u t u r e  of tha;
R a b b i t  C r e e k  R if l a R ange just south of A n c h o r a g e  I s ' i n  jqrria 
•jeopardy. A p p a r e n t l y  y o u  h a v e  v e t o e d  an a p p r o p r i a t i o n  bypjtl
1 o g i a l a t u r a  w h i c h  voulcl ha ve  been used a long with' m a t c h i n g  f

ike y o u  to rocc>, - aidpr,• y o u r  p o s i t i o n  .,. ..- 
uppn, the f ol l ow in g fabts and.-M1 1 v

P o u c h  V;..'

V -  -

along w i t h  m a t c h i n g ^
..''••.'Tern’ fvtdu : •• -jvi* a the rang-:: p r o p e r t y  .j  t h a t  it •oulcT
L.*. p r o  .‘i.'iy ’-c into i cor .unify ah- o ti ng  range, for ■■ . -y,
p u b l i c  puspotj-.-.i, 7 
r e g a r d i n g  this isnua 
argumentai

T h e  ' “f i ' . i . i :  C \  - : ; r  R l  ~ h i  <va i > g e  ■ r 
loc at io n for • ••.••;-.••.•*. it. ly <> y- 
i o a t o l y  .6 0 .  a ct is  o f  prope -.uy a o ;  ‘ . 
F e d e r a l  C o v e r  ni.wa: rostri ct.lng t o

in :«! itcV.ce at i’t-3 p r e s e n t  
V; "-v-j '-:i it:; on appro:-:-

nnd-ii: a p a t e n t  I d e m  the

loci' attonal
f • .'■» * *m * • *

i..n o f  t h a t  p r o p e r t y  co 
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I  a n  l n f o r i « . ? r t  t h a t  a p p r o x i m a t e l y  1 , 3 0 0  t o  1 , 5 0 0  s h o o t e r s  g o  ^

II |: % ^HlPll
J  v / a s  a n d a i - e n t l y  f o r m e d  f o r  t h e p u r p o s e  o f  a c q u i r i n g

• ; s - £ , a  S  » w ? 5 S S 3 M % f e .  » k a r t f e
r a n g e  . o n  a  t e m p o r a r y  b a a i s  p e n d i n g - ,  a p p r o v a l .  b y ,

j I . * ’ -a, Cyyh»A . < • , i;A

.tne p u r p o s e  or th i3  p r o p e r t y  u s i n g  m a t c h i n g  r e c e r a i  m o n e y ;  
ytni are aware, the s h o o t e r s  and s p o r t s m e n  o f  t h e  S t a t e  of A l a s k a  
pay into the. F e d e r a l  G o v e r n m e n t  a tax b a s e d . u p o n  saleo"'of fire- 

r arms a nd amirtuiiition* •-.This'money; is e a r m a r k e d  for the,"purposa . _
o f  d e v e l o p i n g " s a f e  s h o o t i n g  p r a c t i c e s  a n d  for t he g e n e r a l  prorff , ' y Q
m o t i o n  o f  h u n t i n g  an d  fir ea rm s sportsm en s hi p.  '.-.'Without the ,, ,:
nnnrnnf^.-il-inn •? r'W v n n  ti'thtortd !-T» 1 ci Prtrisv w P  1 hraa p p r o p r l a t i o n  w h i c h  y o u  h a v e  v e to ed  this m o n e y  w i l l  h e  lost.

As  I n d i c a t e d  o - . I ;  yua.lv t h e  F i s h  ar.d S a .- .» rP e p n r t m e n f  ha.; b e e n  
av-pervising t h e  -ge fa ci li ty  vt A n c h o r a g e  and C u n d e r s t a n d  
s e v e r a l  o t h e r  f a c i l i t i e s  atate-v.ids. P r i o r  to the i n v o l v e m e n t  
of t h e  Fis h and f»an*o D e p a r t m e n t  in this m a s t e r  I w o u l d  h a v e  to, , 
label t h e  fe C r e e k  R an ge  as a p u b l i c  nuisance. S i n c e  that
time p u b l i c  h e a r i n g s  h a v e  b e e n  h e l d  r e g a r d i n g  th is  r..r ?o and 
several altervinfciv .;:i • ,/e b e e n  cu'w <• 1 r e  \t j •• o'ion. . 
i'.ir.it, it w a s  , '.eg ■ A:c i that the r •*•< <v  ̂ l y  a p r i v a t e
e n t i t y  a n d  t h e  A n c h o r a g e  dun. C o l l e c t o r s  Ac:.;*-elation w a s  a p p r o a c h e d  
w i t h  t he idea of this a s s o c i a t i o n  m u n i ;  -j the range. It wnh ■ .;• .. I' 
t houg ht  t ha t »:A : burii'e*-.; a-r-’ty a h o o i d  b e  a r a t t e r  of stata-wid®

■ nd >s- -• •:-> *; ”v; • i i in a b e t t e r
' . ’ :1. :j llorough of

• w i > •!!•>/•: •■■ : • ,'■ •. •.». •.uniting th i s range
an d p u b l i c  he.1.ri.ngj w.*j: s h o M  o n  AhJ , a.t'rer eud the B o r o u g h  I . 
d e c l i n e d  to u c o . p t  b! .*, > uvItucSon.

X I"" : f •'

c;« .. j.
* j . • i . -

111.f j; n  . i

o f  o p i n i o n  of the .reu. 
-i'yr i *1 ]••{•< •'■•'Mi '■ • “ r.

•••* a. . re, the c o n s e n s u ^
*> i: v.*e w o u l d  c'vif i n a t e l y  '

'. ; :• •.-• ■ »». h . J : . "  ' -

> >,o . cn r.
■<;! ui g r o p e  »:ty ■

i. . a r,J,c >n r
. jig a
r  v e t o  

\
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p r o p e r t y  a n d  it n o w  looks as t h o u g h  the 
g o i n g  to be consurrnated.
" " 1 •.

w o u l d  
invest-

1 o f f e r  the f o l l o w i n g  as a r g u m e n t s  in f av o r o f  t he r a a y e .and'^i • 
t hi s is not.'an e x h a u s t i v e  list*,; First, the r a n g e  i s u l ^ i i i a t e l y  
a self-■•supporting facility,;. It is !• true t h a t  there is an i n i ti a l 
o u t l a y  for t h e  p u r c h a s e . o f  the l a n d •.; H o w e v e r , the land ha s 
c o n t i n u i n g  s o l i d  v a l u e  in the A n c h o r  a ge a r e a  a n d  the S t a &e  
n o t  h e  a c t u a l l y  s p e n d i n g  a n y  m o n e y  b u t  w o u l d  h a v e  a n i c e  ii 
v n t  in -the f u t u r e . T h e  r a n g e  can b e  s u p p o r t e d  through r a n g  
fees (which X ■ w o u l d  r a t h e r  not see) but'..;which will, p r o b a b l y  
b e c o m e . n e c e s s a r y ) r u  ‘ -
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May 3, 1977

M E M O R A N D U M

TO: T h e  H o n o r a b l e  C l e m  T i l l i o n
S e n a t e  F i n a n c e  C o m m i t t e e

FROM: M i l t  B a r k e r

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

S U B J E C T :  HB 152

A s  I n d i c a t e d  by t h e  a t t a c h e d  m e m o ,  t h e  c r e a t i o n  o f  
a 12 m e m b e r  c o m m u n i t y  m e n t a l  h e a l t h  a d v i s o r y  b o a r d  f r o m  
t h e  S H C C  m e m b e r s h i p  w o u l d  be as d i f f i c u l t  as a c h e s s  game. 
M o r e o v e r ,  S H C C  has a l r e a d y  b e e n  a p p o i n t e d  a n d  t h e  a c t u a l  
c h a r a c t e r i s t i c s  o f  e x i s t i n g  m e m b e r s  do n o t  e x a c t l y  fit 
t h e  m e n t a l  h e a l t h  b o a r d  r e q u i r e m e n t s .  T h e  d e p a r t m e n t  

I n d i c a t e s  t h a t  t h r e e  of t h e  S H C C  m e m b e r s  w o u l d  a l s o  s e r v e  
as m e n t a l  h e a l t h  b o a r d  m e m b e r s .

M B B : p w  

A t t a c h m e n t s



R E Q U E S T
Bill/Resolution No._____
Title M E N T A L  H E A L T H ' A D V I S O R Y  C O U N C I L  
Requested bv R U D G E T  &  M A N A G E M E N T

0

Date 12/15/76

II. F I S C A L  D E T A I L
Agency Affected H E A L T H  &  S O C I A L  S E R V I C E S

H E A L T HProgram Category Affected__
Budget Request Unit(s) Affected C O M M U N I T Y  O P E R A T E D  M E N T A L  H E A L T H  C E N T E R S

E X P E N D I T U R E S (Thousands of Dollars)

F Y  77 F Y  78 F Y  79 F Y  80 F Y  81 F Y  82

ion P E R S O N A L  S E R V I C E S

?.on T R A V E L 1 7 . 3 1 7 . 5 1 7 . 5 1 8 . 0 1 8 . 0

300 C O N T R A C T U A L
400 C O M M O D I T I E S

,soo E O I J 1 P M E N T
600 L A N D  &  S T R U C T U R E S

700 G R A N T S .  CLAIMS. ETC.

T O T A L 1 7 . 3 1 7 . 5 1 7 . 5 1 8 . 0 1 8 . 0

F U N D I N G  (Thousands or Dol 

G E N E R A L  F U N D

lars)

1 7 . 3 1 7 . 5 1 7 . 5 1 8 . 0 1 8 . 0

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

O T H E R  (Specify)

•

POSITIONS

F U L L T I M E
•

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

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

T h e  M e n t a l  H e a l t h  A d v i s o r y  C o u n c i l  i s  b e i n g  r e q u e s t e d  t o  b e  r e i n s t a t e d  

i n  'this p r o p o s e d  l e g i s l a t i o n .  I f  i t  i s  r e i n s t a t e d ,  t h e r e  w o u l d  b e  t h e  
a b o v e  t r a v e l  a s s o c i a t e d  w i t h  t h i s  g r o u p .  P e r s o n n e l  a r e  o u t s i d e  a d v i s o r s ,  

s o  t h e r e  w i l l  n o t  b e  p e r s o n a l  s e r v i c e s  e x p e n s e s .

IV D A T E  D e c e m b e r  15, 1 9 7 6  P R E P A R E D  \\\/. iL---
AGIiNCY mia.Uh---

Original: Legislative Finance P H O N E ---------Afol1' ■ 73.0 .0----
cc: Budget and Management

Prime Sponsor (First Legislator H amed)



Introduced: 2/1/77
Referred: Health,Education & 
Social Services

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

HOUSE BILL NO. 152 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TENTH LEGISLATURE - FIRST SESSION 

A  BILL

For an Act entitled: "An Act relating to a mental health advisory council;

and providing for an effective date."

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

* Section 1. AS 47.30.605 is repealed and re-enacted to read:

Sec. 47.30.605. MENTAL HEALTH ADVISORY COUNCIL. (a) There is 

created a Mental Health Advisory Council appointed by the governor to 

advise and assist the department in initiating and implementing mental 

health services. The council consists of 12 appointed voting members 

who are interested and knowledgeable in mental health. The composition 

of the council is as provided in the federal Community Mental Health 

Act (P.L. 94-63).

(b) The council shall:

(1) advise the division on the state mental health plans 

before implementation of these p l a n s ;

(2) periodically review all mental health services in the 

state, reports of which shall be prepared and submitted to the governor, 

the legislature, the department, and the Statewide Health Coordinating 

Council;

(3) conduct independent investigations and studies as may 

be necessary;

(4) recommend regulations, standards and legislation for

the administration of community and institutional mental health services

(5) encourage coordination of all mental health services on 

a regional basis to insure nonduplication, nonfragmentation, and effi-

-1- HB 152
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ciency in the delivery of servicesj

(6) act as a subcommittee of the Statewide Health Coordinat­

ing Council in the area of mental health to assist that council in 

meeting its responsibilities under federal and state law.

(c) The council shall meet at the call of the chairman but shall 

meet at least once quarterly.

(d) Members of the council are not entitled to a salary, but are 

entitled to per diem, reimbursement for travel, and other expenses 

authorized by law for other boards.

* Sec. 2. This Act takes effect immediately in accordance with AS 01.- 

10070(c).

HB 1 5 2 - 2 - #



F e b ru a ry  1, 1977

The Honorable Hugh Malone 

Speaker of the House 

Alaska State Legislature 

Juneau, A l as ka 99811

Dear Mr. Speakers

Under tha authority of art. Ill, sec. 18 of the Alaska 

Constitution, and in accordance with AS 24.30.060(b) 

and tha Un if or m Rules of the Alas ka State Legislature,

I a m  transmitting a bill wh ic h creates a n e w  Mental 

Health Advisory Council. The former council, created 

in 1975 (see AS 47.30.605), was to exi3t o n ly  until the 

Statewide H e al th Coordinating Council (SHCC) was cre­

ated. Sec. 2, ch. 121 SL A  1975. The SHCC was created 

by  sec. 2, ch. 275 SLA 1976, effective September 27, 

1976, and was to assume the responsibilities of the 

Mental H e al th .Advisory Council set out in AS 47.30.- 

605(b), among others.

The state is currently receiving some $700,000 in 

federal funds for mental health services under the 

Community Ment al Health Centers Act, P.L. 94-63. The 

federal act requires that the state plan d e s i g n a t e ^  

state m e nt al health advisory council. P.L. 94-63 and 

the implementing guidelines of the U.S. De pa rt me nt of * . 

Health, Education, and Welfare require that the state 

advisory council be composed of certain classes of 

persons involved in the mental health area.

F o r  e xample, the c o u n c i l  is to c o n s i s t  o f  r e p r e s e n t a­
tives of n o n g o v e r n m e n t a l  o r g a n iz at i on s,  s t a t e  agen ci es  
c o n c e r n e d  w i t h  m e n t a l  health, a n d  b o t h  c o n s u m e r s  and 
p r o v i d e r s  o f  m e n t a l  h e a l t h  services. A  m a j o r i t y  b u t  
n o t  m o r e  t h a t  60S of the m e m b e r s  m u s t  b e  n o n p r o v i d e r s  
of m e n t a l  h e a l t h  s ervices and n o t  less t h a n  405 m u 3 t  be 
p r o v i d e r s  o f  d i r e c t  a n d  i n d i r e c t  m e n t a l  h e a l t h  s e r v­
ices. T h e  c o u n c i l ' s  c o m p o s i t i o n  m u s t  r e f l e c t  t he



social, economic, linguistic, racial, e t h n i c  an d  g e o­
gr a p h i c  c o m p o s i t i o n  of the state. T h e  c o n su me r m e m b er s 
m u s t  i n c l u d e  p e r s o n s  w h o  have b e e n  u s e r s  of p u b l i c  
m e n t a l  h o s p i t a l s  o r  c o m m u n i t y  m e n t a l  h e a l t h  centers as 
w e l l  as r e p r e s e n t a t i v e s  o f  p a t i e n t  o r g a n i z a t i o n s  a nd 
a d v o c a c y  g r o u p s  in th e  m e n t a l  h e a l t h  area. A  p u b l i c  
p r o c e s s  for s e l e c t i n g  m e m b e r s  s h o u l d  b e  u s e d  to the 
e x t e n t  po ss ible.

T h e  S t a t e w i d e  H e a l t h  C o o r d i n a t i n g  C o u n c i l  c a n n o t  m e e t  
t h e s e  c o m p o s i t i o n a l  r e q u i r e m e n t s  if i t  is t o  s er ve  its 
p u r p o s e  as a  c o m p r e h e n s i v e  h e a l t h  p l a n n i n g  body. It 
appears, therefore, t h a t  a state m e n t a l  h e a l t h  a d v i s o r y  
b o d y  m u s t  e x i s t  to m e e t  the  r e q u i r e m e n t s  of P.L. 94-63 
as l o n g  as the s ta t e is r e c e i v i n g  federal funds u n d e r  
th e Act.

T he D i v i s i o n  of M e n t a l  H e a l t h  w i s h e s  to r e c r e a t e  the 
c o u n c i l  b y  stat ut e  since it b e l i e v e s  t h a t  funding for 
members' e x p e n s e s  w o u l d  be d i f f i c u l t  to o b t a i n  o t h e r­
wise. T o  a c c o m p l i s h  thi3, A S  4 7. 30.605 is r e p e a l e d  a n d  
r e- en ac te d,  w i t h  t he n e w  s u b s e c t i o n s  (a), (c), and (d) 
r e a d i n g  e s s e n t i a l l y  as t h e y  d i d  b e f o r e  t h e i r  r e pe a l a t  
the time t h e  S t a t e w i d e  H e a l t h  C o o r d i n a t i n g  C o u n c i l  w a s  
c r e a t e d  b y  ch. 275 S L A  1976. S u b s e c t i o n  (b) of sec. 
605, w h i c h  w a s  n o t  r e p e a l e d  w h e n  t h e  SH C C w a s  created, 
c o n t i n u e s  t he c o u n ci l' s fu nc tions as they a r e  c u r r e n t l y  
set o u t  in sec. 605 e x c e p t  that: 1) in st it ut io na l  
m e n t a l  h e a l t h  s e r vi c es  as w e l l  as c o m m u n i t y  s ervices 
are s p e c i f i c a l l y  i n c l ud ed  in its a r e a  of concern; a n d  
2) the c o u n c i l  is d e s i g n a t e d  as a s u b co m mi tt ee  of the 
S t a t e w i d e  H e a l t h  C o o r d i n a t i n g  C o u n c i l  to r e p r e s e n t  the 
m e n t a l  h e a l t h  area. T h e s e  a d di ti o n a l  functions w o u l d  
n o t  a f f e c t  the c o u n c i l ' s  c o m p l i a n c e  w i t h  r e q u i r e m e n t s  
u n d e r  P.L. 94-63.

Sincerely,

Ja y  S .  Hammond
G o ve rn o r


