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either direct or indirect as evidenced by any arrangement, contract, or
I'

• ; a g r e e m e n t .

* See. 2. AS 43.55.010(d) is amended to read:

(d) The tax imposed by this chapter is not: in place o c the tax

imposed by ch. 57 or c h . 21 of this title or income taxes or taxes upon

the retail sale of oil or gas products.

* Sec. 3. If any of the provisions of this Act relating to the incor-

< poration into the apportionment formula of payroll, property, or extraction 

arising out of activities ec ducted on the outer continental shelf, or if any 

in other provisions of this Act are held to be invalid or unenforceable, it is 

ii the intent of the legislature that the invalidity or uncviforc.eability does 

i; not affect the remainder of this Act.

* Sec. A . This Act takes effect .January 1, 1.978.
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BY THE RULES COMMITTEE BY
IN THE HOUSE REQUEST OF THE GOVE R N O R

HOUSE BILL NO. 322 

IN T HE LEGISLATURE OF THE STATE OF A L A S K A  

T E N T H  L EGISLATURE - FIRST SESSION 

A  BILL

For an Act entitled: "An Act establishing an oil and gas corporate franchise

tax; and p r oviding for an effective date."

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

* Section 1. AS 43 is amended by adding a n e w  chapter to read:

C H A P T E R  21. OIL A N D  GAS CORPORATE 

FRANCHISE TAX.

Sec. 43.21.010. L EGISLATIVE FINDINGS AND PURPOSE. (a) The 

legislature finds that A l a s k a  has large deposits of non-renewable 

resources of oil and gas w h i c h  belong to the citizens of the state. 

Therefore, it is incumbent upon the state to provide an equitable 

taxing system to be applied to corporations engagej in the extraction, 

transportation, and refining of this w ealth from the state. In a d d i­

tion, it is important that the tax system be designed to return to the 

state tax revenues m e a s u r e d  by the income generated by these resources 

and activities. Accordingly, the taxing formula must fairly reflect 

the business activities in the state by those corporations extracting, 

transporting, and refining these non-renewable resources.

(b) The legislature finds that, as a general rule, the three- 

factor formula set out in AS 43.19.010, Article IV, fairly measures 

the income producing activity of corporations doing business both 

within and w i t hout the state. With regard, however, to the extraction, 

transportation, and refining of oil and gas, the legislature finds 

that the uniform formula does not fully reflect corporate income- 

producing activity in the state. The legislature finds that the
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its shores. The legislature finds that the state is currently adversely 

impacted by activities occurring on the Outer Continental Shelf off of 

the state's shores. The state has given and will continue to give 

those corporations engaged in those activities hospital services, 

educational services, police protection, regulatory protection, and 

access to its courts, as well as many other services and protections. 

Accordingly, the legislature finds that it is entitled to ask for 

compensation for these services and protections. The return w h i c h  the 

state asks is the inclusion of property, payroll, and extraction units 

not occurring w i thin any state but w h i c h  are directly serviced fro m  a 

base of operations in the state.

Sec. 43.21.020. PRIVILEGE TAX IMPOSED. A tax is hereby imposed 

for each tax year on the privilege of engaging in business, exercising 

a corporate franchise, doing business in corporate form, employing 

capital, labor, or property, or m aintaining an office, place of business 

or base of operations in Alaska of every corporation which has ordinary 

gross receipts during the tax year in excess of $250,000,000 (or which 

is a member of a unitary business wit h  combined ordinary gross receipts 

in excess of $250,000,000), more than 50 per cent of wh i c h  is derived 

from production, transportation, refining, manufacturing, processing, 

distribution, or retail sale of oil or gas or products derived from 

oil or gas. The tax imposed by this chapter is meas u r e d  by the net 

income of the corporation and is determined at the rate imposed under 

AS 43.20.011(e). The tax imposed under this chapter is in place of 

the tax imposed under AS 43.20.

Sec. 43.21.030. "NET INCOME" DEFINED. (a) Net income for the 

purposes of this chapter is the higher of taxable income (as the term 

is used in AS 43.20.011(e)) or the net income determined and certified 

by an independent certified public accountant for the purposes of a

"3 " HB 322



provided in this section.

(b) Compensation earned by employees who are not employed in any 

state in which the corporation is taxable shall be included in the 

numerator of the payroll factor if the employees are directly supplied 

from a base of operations maintained in the state.

(c) The value of oil or gas production facilities or other 

properties which are not located in any state in which the corporation 

is taxable shall be included in the numerator of the property factor 

if the property is serviced or supplied from a base of operations 

maintained in the state or if that property relies on onshore facilities 

for storage of the oil and gas produced.

(d) The extraction factor is a fraction the numerator of which 

is the net amount of oil and gas energy units produced in Alaska 

expressed in terms of their equivalents in British Thermal Units and 

the denominator of which is the total net amount of oil and gas energy 

units produced everywhere. Oil and gas energy units which are not 

extracted in a state in which the corporation is taxable shall be 

included in the numerator of the extraction factor if the extraction 

is performed by facilities which are serviced or supplied from a base 

of operations in the state or if those facilities rely on onshore 

facilities for storage of the oil and gas produced.

(e) If the denominator of any factor of the apportionment formula 

set out in this section is zero or is so insignificant that its inclu­

sion will result in a distortion of income, the department may exclude 

that factor or include one or more additional factors which will 

fairly represent the taxpayer's business activity in the state.

Sec. 43.21.060. RETURNS AND PAYMENT OF TAXES. (a) A corporation 

subject to tax under this chapter shall make and file a return with 

the department at the same time as it files a return under the provision!;

-5- HB 322
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For purposes of this section, a determination is final at the time 

that an amended return is filed or a notice of deficiency or an a s s e s s­

men t  is m a i l e d  to the taxpayer by the Internal Revenue Service, except 

that in no event is there a final determination for purposes of this 

section until the taxpayer has exhausted his rights of appeal under 

federal law.

(g) Every taxpayer shall notify the department in w r i ting of any 

re c o mputation or restatement of a prior year's net income. A  full 

statement of the facts must accompany this notice. The notice must be 

filed w ithin 60 days after the recomputation or restatement of a prior 

year's net income.

(h) In the case of additional tax due by reason of a modification, 

recomputation, or determination of deficiency in a taxpayer's federal 

income tax return, or by reason of a recomputation or restatement of a 

prior year's net income, the p eriod of limitation on assessment 

commences from the date that the n otice required in (f) or (g) of this 

section is filed, and, if no notice is filed, the tax may be assessed

at any time.

Sec. 43.21.070. R E V I E W  A N D  ASSESSMENT. (a) As soon as p r a c t i c­

able after a return is filed, the department shall examine it and 

determine the correct amount of the tax. If an error is disclosed by 

the examination, the department shall n o tify the taxpayer of the 

d e f i c i e n c y .

(b) If a taxpayer fails to file a return in the time required by 

law, or makes an erroneous or fraudulent return, the department shall 

proceed to assess the tax and make a return from information wh i c h  it 

obtains. A return made and subscribed by the department is prima 

facie sufficient for all legal purposes.

Sec. 43.21.080. REGULATIONS. The department m a y  adopt regulations
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procures, or counsels the p r e p a ration or presen t a t i o n  in connection 

w i t h  any m a t t e r  arising under this title of a return, affidavit, 

claim, or other document, w h i c h  is fraudulent or is false as to any 

material matter is guilty of a felony w h e t h e r  or not the falsity or 

fraud is wit h  the knowledge or consent of the p erson required to 

present the return, affidavit, claim, or document, and, upon conviction, 

shall be fined not more than $5,00C, or imprisoned for n ot more than 

three years, or both.

(f) A  person who wilfully delivers or discloses to the c o m m i s­

sioner or the department under this chapter any list, return, account, 

statement, or other document, known by h i m  to be fraudulent or to be 

false as to any material matter shall be fined not more than $1,000, 

or imprisoned for not more than one year, or both.

(g) In this section, "person" includes, but is not limited to, 

an officer or employee of a corporation who as officer or employee is 

under a duty to perform the act in respect to w h i c h  the v i olation 

o c c u r s .

Sec. 43.21.900. DEFINITIONS. In this chapter, unless the 

context requires otherwise

(1) "base of operations" means the closest point on land to 

the offshore oil and gas production operations from which goods, 

services, and supplies flow to those offshore oil and gas production 

o p e r a t i o n s ;

(2) "department" means the Department of Revenue;

(3) "net amount of oil and gas energy units produced" means 

gross production less any portion of the p r o d uction wh i c h  represents a 

royalty interest, overriding royalty interest, production payment, or 

any other interest in a lease concession, joint venture, or other 

agreement for oil or gas production belo n g i n g  to a third party;

-9- HB 322
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BY THE RULES COMMITTEE BY
IN THE HOUSE R E Q UEST OF THE G O V E R N O R

HOUSE BILL NO. 322 

IN THE LEGISLATURE OF THE STATE OF A L A S K A  

TENTH LEGISLATURE - FIRST SESSION 

A  BILL

For an Act entitled: "An Act establishing an oil and gas corporate franchise

tax; and providing for an effective date."

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

* Section 1. AS 43 is amended by adding a n e w  chapter to read:

C H A PTER 21. OIL A N D  GAS CORPORATE 

FRANCHISE TAX.

Sec. 43.21.010. LEGISLATIVE FINDINGS AND PURPOSE. (a) The 

legislature finds Alaska has large deposits of non-renewable

resources of oil and gas which belong to the citizens of the state. 

Therefore, it is incumbent upon the state to provide an equitable 

taxing jystem to be applied to corporations engaged in the extraction, 

transportation, and refining of this w e alth from the state. In a d d i­

tion, it is important that the tax system be designed to return to the 

state tax revenues measured by the income generated by these resources 

and activities. Accordingly, the taxing formula must fairly reflect 

the business activities in the state by those corporations extracting, 

transporting, and refining these non-renewable resources.

(b) The legislature finds that, as a general rule, the three- 

factor formula set out in AS 43.19.010, Article IV, fairly measures 

the income producing activity of corporations doing business both 

w i t h i n  and without the state. With regard, however, to the extraction, 

transportation, and refining of oil and gas, the legislature finds 

that the uniform formula does not fully reflect corporate income- 

producing activity in the state. The legislature finds that the
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income from the extraction, transportation, and refining of oil and 

gas should be allocated and apportioned by a separate state formula 

just as financial institutions and public utilities are under the 

provisions of AS 43.19.010, Article IV.

(c) A l t h o u g h  the legislature is mindful of the importance and 

the advantages of uniformity wh i c h  the formula in AS 43.19.010,

A r t icle IV, represents, the legislature also recognizes its r e s p o n s i­

bility to provide an apportionment formula w h i c h  fairly represents a 

taxpayer's business activity in the state. Accordingly, the legislature 

has struck a balance between the u n i form formula in AS 43.19.010,

Article IV, and a direct measure of oil and gas extracted in the 

state by the substitution of a factor ba s e d  upon units of extraction, 

w h i c h  will more fairly indicate the taxpayer's income attributable to 

its business activity in the state.

(d) The legislature is concerned about the possibility of a 

corporation's income not being attributable to any specific state, as 

w h e n  property, payroll, and extraction are present in a location where 

the corporation is not subject to state taxation. In such cases, some 

p o r t i o n  of the income of the corporation w o u l d  escape taxation by all 

states even though a state may have bee n  impacted by that corporation's 

business activity and has given services and protection for wh i c h  it

is entitled to ask for compensation. The legislature finds that the 

apportionment formula in AS 43.19.010, A r t icle IV, is deficient in 

this respect for corporations engaged in the extraction, transportation, 

and refining of oil and gas. Specifically, the legislature finds that 

income generated from activities taking pl a c e  on the Outer Continental 

Shelf should not escape state taxation entirely but should be taxed by 

the state w h i c h  has made contributions o f  services and protection to

those corporations as a result of those activities taking place off 

HB 322 _2 _



its shores. The legislature finds that the state is currently adversely 

i mpacted by activities occurring on the Outer Continental Shelf off of 

the state's shores. The state has given and wi l l  continue to give 

those corporations engaged in those activities hospital services, 

educational services, police protection, regulatory protection, and 

access to its courts, as well as m a n y  other services and protections. 

Accordingly, the legislature finds that it is entitled to ask for 

c ompensation for these services and protections. The return w h i c h  the 

state asks is the inclusion of property, payroll, and extraction units 

not occurring w i t h i n  any state but w h i c h  are directly serviced from a 

base of operations in the state.

Sec. 43.21.020. PRIVILEGE T AX IMPOSED. A  tax is hereby imposed 

for each tax year on the privilege of engaging in business, exercising 

a corporate franchise, doing business in corporate form, employing 

capital, labor, or property, or m a i n t aining an office, place of business 

or base of operations in A laska of every corporation w h i c h  has ordinary 

gross receipts during the tax year in excess of $ 2 50,000,J00 (or which 

is a m ember of a unitary business w i t h  combined ordinary gross receipts 

in excess of $250,000,000), more than 50 per cent of which is derived 

from production, transportation, refining, manufacturing, processing, 

distribution, or retail sale of oil or gas or products derived from 

oil or gas. The tax imposed b y  this chapter is m e a s u r e d  by the net 

income of the corporation and is determined at the rate imposed under 

AS 43.20.011(e). The tax imposed under this chapter is in place of 

the tax imposed under AS 43.20.

Sec. 43.21.030. "NET INCOME" DEFINED. (a) Net income for the 

purposes of this chapter is the higher of taxable income (as the term 

is us e d  in AS 43.20.011(e)) or the net income determined and certified 

by an independent certified public accountant for the purposes of a
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r eport to shareholders covering its earnj-.gs and profits for the 

taxable year without regard to any taxes on, or m e a s u r e d  by, net 

i n c o m e .

(b) The department shall provide by regulation for the d e t e r m i n a­

tion of net income in circumstances where the income statement d e t e r­

m i n e d  and certified to shareholders does not truly reflect the c o r p o r a­

tion's n e t  income. Those circumstances include but are not limited to 

situations in wh i c h  a quar ... Led or disclaimed opinion is given by an 

i ndepe n d e n t  accountant on the corporation's net income, the net income 

report does not mee t  standards promulgated by the Securities and 

E xchange Commission, a change in accounting method, or the income 

statement is not prepared in accordance w i t h  generally accepted a c c o u n t­

ing principles.

Sec. 43.21.040. "ORDINARY GROSS RECEIPTS" DEFINED. The term 

"ordinary gross receipts" means total gross receipts, except that 

there shall be excluded:

(1) all gains and losses from the sale or other disposition 

of capital assets, and

(2) all gains and losses from the sale or other disposition 

of p r o p e r t y  of a character described in sec. 1231(b) of the Internal 

Revenue Code (determined without regard to holding p e r i o d ) .

Sec. 43.21.050. APPOR T I O N M E N T  OF N E T  INCOME. (a) A  corporation 

subject to this tax wh i c h  is taxable bot h  inside and outside the state 

shall app o r t i o n  its entire unitary business net income to Alaska by a 

fraction the numerator of wh i c h  is the prop e r t y  factor plus the payroll 

factor plus the extraction factor and the denominator of wh i c h  is 

three. Under regulations adopted by the department, the property 

factor and the payroll factor shall be determined in accordance w i t h  

A r t i c l e  IV of AS 43.19.010 and w i t h  AS 43.20.071, except as otherwise 

HB 322 -4-



p rov i d e d  in this section.

(b) Compensation earned by employees who are n ot employed in any 

state in w h i c h  the corporation is taxable shall be included in the 

num e r a t o r  of the payroll factor if the employees are directly supplied 

from a base of operations ma i n t a i n e d  in the state.

(c) The value of oil or gas p r o d uction facilities or other 

properties w h i c h  are not located in any state in w h i c h  the corporation 

is taxable shall be included in the num e r a t o r  of the property factor 

if the property is serviced or supplied from a base of operations 

m a i n t a i n e d  in the state or if that property relies on onshore facilities 

for storage of the oil and gas produced.

(d) The extraction factor is a fraction the n u merator of wh i c h 

is the net amount of oil and gas energy units produced in A l a s k a  

expressed in terms of their equivalents in British Thermal Units and 

the denominator of w h i c h  is the total net amount of oil and gas energy 

units produced everywhere. Oil and gas energy units w h i c h  are not 

extracted in a state in which the corporation is taxable shall be 

included in the numerator of the extraction factor if the extraction 

is p erformed by facilities wh i c h  are serviced or supplied from a base 

of operations in the state or if those facilities rely on onshore 

facilities for storage of the oil and gas produced.
i

(e) If the denominator of any factor of the apportionment formula 

set out in this section is zero or is so insignificant that its i n c l u­

sion will result in a distortion of income, the department m a y  exclude 

that factor or include one cr mor e  additional factors w h i c h  will 

fairly represent the taxpayer's business activity in the state.

Sec. 43.21.060. RETURNS A N D  P A Y MENT OF TAXES. (a) A  corporation 

subject to tax under this chapter shall make and file a return w i t h  

the department at the same time as it files a return under the provision!;

-5- HB 322



of the Internal Revenue Code. The return mus t  set out

(1) the amount of tax due under this chapter, and

(2) other information wh i c h  the department requires for the 

purpose of carrying out the provisions of this chapter.

(b) The r e turn mus t  either be on oath or contain a written 

declaration that it is made under penalty of perjury, and the department 

shall p r escribe forms accordingly.

(c) The total amount of tax imposed by this chapter is due and 

payable to the department at the same time and in the same m anner as 

the tax payable to the United States Internal Revenue Service.

(d) A  taxpayer shall furnish to the department a true and correct 

copy of the tax return wh i c h  he has filed w i t h  the United States 

Internal Revenue Service.

(e) The department may credit or refund overpayments of t a x e s , 

taxes erroneously or illegally assessed or collected, penalties c o l­

lected without authority, and taxes that are found unjustly assessed

or excessive in amount, or otherwise w r o n gfully collected. The d e p a r t­

ment shall set limitations, specify the m anner in which claims or 

credits or refunds are made and give notice of allowance or d i s a l l o w­

ance. When a refund is allowed to a taxpayer, it shall be paid out of 

the general fund on a warrant issued under a v o u cher approved by the 

d e p a r t m e n t .

(f) Every taxpayer shall notify the department in w r i ting of any 

alteration in, or m o d i f i c a t i o n  of, his federal income tax return and 

of a recomputation of tax or determination of deficiency (whether w i t h  

or w i t hout a s s e s s m e n t ) . A  full statement of the facts must accompany 

this notice. The n o t i c e  must be filed w ithin 60 days after the final 

de t e rmination of the modification, recomputation, or deficiency, and 

the taxpayer shall pay the additional tax or penalty under this chapter. 

HB 322 -6-
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p r o c u r e s , or counsels the preparation or presentation in connection 

w i t h  any matter arising under this title of a return, affidavit, 

claim, or other document, wh i c h  is fraudulent or is false as to any 

material matter is guilty of a felony w h e ther or not the falsity or 

fraud is with the knowledge or consent of the p erson required to 

present the return, affidavit, claim, or document, and, upon conviction, 

shall be fined not more than $5,000, or imprisoned for not mor e  than 

three years, or both.

(f) A person who wilfully delivers or discloses to the c o m m i s­

sioner or the department under this chapter any list, return, account, 

statement, or other document, known by h im to be fraudulent or to be 

false as to any material matter shall be fined not more than $1,000, 

or imprisoned for not more than one year, or both.

(g) In this section, "person" includes, but is not limited to, 

an officer or employee of a corporation who as officer or employee is 

under a duty to perform the act in respect to wh i c h  the violation 

o c c u r s .

Sec. A3.21.900. DEFINITIONS. In this chapter, unless the 

context requires otherwise

(1) "base of operations" means the closest point on land to 

the offshore oil u.'d gas production operations from wh i c h  goods, 

services, and supplies flow to those offshore oil and gas production 

o p e r a t i o n s ;

(2) "department" means the Department of Revenue;

(3) "net amount of oil and gas energy units produced" means 

gross production less any portion of the production w h i c h  represents a 

royalty interest, overriding royalty interest, production payment, or 

any other interest in a lease concession, joint venture, or other 

agreement for oil or gas production b e longing to a third party;
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(4) "unitary business" means a corporation or group of c o r­

porations h a ving at least 50 per cent common ownership, direct or 

indirect, or a group of corporations in w h i c h  there is common control 

either direct or indirect as evidenced by any arrangement, contract, 

or agreement.

* Sec. 2. AS 43.55.010(d) is amended to read:

(d) The tax imposed by this chapter is not in place of the tax

imposed by ch. 57 or ch. 21 of this title or income taxes or taxes

upon the retail sale of oil or gas products.

* Sec. 3. If any of the provisions of this Act relating to the i n c o r­

poration into the apportionment formula of payroll, property, or extraction 

arising out of activities conducted on the Outer Continental Shelf, or if 

any other provisions of this Act are he?.d to be invalid or unenforceable, 

it is the intent of the legislature that the invalidity or unenforceability 

does not affect the remainder of this Act.

* Sec. 4. This act takes effect January 1, 1978.



For purposes of this section, a determination is final at the time 

that an amended return is filed or a n o t i c e  of deficiency or an a s s e s s­

ment is m a i l e d  to the taxpayer by the Internal Revenue Service, except 

that in no event is there a final determination for purposes of this 

section until the taxpayer has exhausted his rights of appeal under 

federal law.

(g) Every taxpayer shall notify the department in w r i t i n g  of any 

recomputation or restatement of a prior y e a r’s net income. A  full 

statement of the facts must accompany this notice. The n otice must be 

filed w i t h i n  60 days after the recomputation or restatement of a prior 

year's net income.

(h) In the case of additional tax due by reat. in of a modification, 

recomputation, or determination of deficiency in a '‘̂ xpayer's federal 

income tax return, or by reason of a recomputation or restatement of a 

prior year's net income, the period of limitation on assessment 

commences from the date that the notice required in (f) or (g) of this 

section is filed, and, if no notice is filed, the tax may be assessed

at any t i m e .

Sec. 43.21.070. R EVIEW A ND ASSESSMENT. (a) As soon as p r a c t i c­

able after a return is filed, the department shall examine it and 

determine the correct amount of the tax. If an error is disclosed by 

the examination, the department shall notify the taxpayer of the 

d e f i c i e n c y .

(b) If a taxpayer fails to file a re,."— . ;'n '.he time required by 

law, or makes an erroneous or fraudulent return, the department shall 

proceed to assess the tax and make a return from information wh i c h  it 

obtains. A return made and subscribed by the department is prima 

facie sufficient for all legal purposes.

Sec. 43.21.080. REGULATIONS. The department m a y  adopt regulations
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RECORDS 
CERTIFICATION

I ,  the undersigned, an employee of the State of Alaska, do hereby certi fy 

that the mi crof i lm images on this mi croform are accurate reproduct ions 

of  the original records of the State of Alaska as accumulated during the 

regular course of  business, and that it is the establ ished pol i cy and practice 

of  this State to mi crof i lm its records and to dispose of the original records 

after mi crof i lm reproduct ions have been made.

Date
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/ / recommends it do pass
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committee
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iinniibii cunniriEE CHAIRMAN'S R E P O R T  
FOR

COMMITTEE SUBSTITUTE 
F OR

HOUSE BILL NO. 322

The House F i n ance Committee reports out CSHB 322, an oil and gas 

corporate franchise tax, which includes as additions to the original 

bill, HB 322, the following provisions:

| The original bill, HB 322, in the main a d dresses two basic 

deficiencies wit h  the corporate income tax as it relates to oil a nd • 

gas corporations.

The first p r o blem is the eroded federal tax base. The depart­

ment  found that the federal corporate tax base w h i c h  Alaska has 

adopted has bee n  substantially eroded by special exemptions, deductions, 

credits and other accounting devices. The result h as been, according 

to Dr. M i l t o n  L i pton of Walter Levy Associates, that oil and gas 

corporations pay an effective tax rate of about 2.5% instead of the 

statutory 9.4%. Accordingly the bill would enact a separate 

franchise tax on a corporation's "book income." This is the net 

income w h i c h  the corporation reports to its stockholders and to the 

Securities and Exchange Commission. This wo u l d  eliminate all the 

special Congressional tax provisions.

In addition, the department found that the present apportionment 

formula generally measures the income producing activity of businesses 

in the state, but not in the case of the oil and gas industry. In 

particular, the value of North Slope production is not in proportion 

to the A l a s k a n  property, sales, and payrolls of the companies. 

Accordingly, the bill wil l  substitute for the present sales factor an 

extraction factor which will give weight s p e cifically to oil and gas 

production activity.

One of the advantages of this franchise tax is that it wil l  take 

into account elements of property, payroll, and extraction located 

on the Outer Continental Shelf. The Committee believes that the 

proposal comes w i t h i n  the limits of the state's taxing powers given 

the impact of these OCS activities

1. A  r e q u i rement that the tax be paid even though it be 

challenged before the department or under appeal in the courts 

(Sec. 4 3 . 2 1 . 0 6 0 ( i ) ) ; and

2. Relief for the taxpayer if the taxpayer c a n  establish 

that it is being taxed on mo r e  than 100% of its n e t  income

'(Sec. 43.21.065).

Steve Cowper
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M a r c h  8, 1977

T he H o n o r a b l e  H u g h  M al o ne  
S p e a k e r  o f  t h e  H o u s e  
A l a s k a  S t a t e  L e g i s l a t u r e  
uuneau, A l a s k a  99811

D e a r  Mr. Speaker:

U n d e r  the a u t h o r i t y  o f  art. Ill, sec. 18 o f  the A l a s k a  
C o ns ti t u t i o n ,  a nd in accordance w i t h  A S  24.50.060(b) 
a nd t h e  U n i f o r m  Rules o f  the A l a s k a  S t a t e  Legislature,
I aia t r a n s m i t t i n g  a bi ll  e s t a b l i s h i n g  an o i l  a n d  gas 
c o r p o r a t e  f r a n ch is e tax.

T h e  D e p a r t m e n t  o f  Revenue, in its oil and gas tax 
study, fo un d two b a s i c  de fi c i e n c i e s  w i t h  t h e  co rp or at e  
i nc om e tax as it r e l a te s  to oil a n d  gas corporations. 
T h i s  b i l l  w o u l d  correct those deficiencies.

T h e  f irst p r o b l e m  is the eroded f e de ra l  t a x  base. T he 
d e p a r t m e n t  f o u n d  th at  th e federal c o r p o ra t e t ax base 
w h i c h  A l a s k a  h as adopted has been s u b s t a n t i a l l y  erod ed  
b y  s p ec ia l exemptions, deductions, cre di ts  and other 
a c c o u n t i n g  devices. T he result h as b e e n  that oil and 
g a s  c o r p o r a t i o n s  p a y  an effective tax ra te  m u c h  smaller 
than the s t a t u t o r y  48 percent. A cc or d i n g l y ,  the  bill 
w o u l d  e n a c t  a separate franchise t a x  o n  a c o r p o r a t i o n’s 
"book income." "Book i n c o m e” is the n e t  i nc om e w h i c h  
the c o r p o r a t i o n  reports to its stockholders. This 
w o u l d  e l i m i n a t e  all the special C o n g r e s s i o n a l  tax 
p r ovisions.

In addition, t he d ep a rt m e n t  found that the p r e s e n t  
a p p o r t i o n m e n t  formula do es  n o t  f ul ly  r e p r e s e n t  the oil 
a n d  gas c o r p o r a t e  activity in the state. T h e  p r es en t  
f o r m u l a  o f  property, payroll, and sales g e n e r a l l y  
m e a s u r e s  c o r p o r a t e  bu siness a c t i v i t y  in the state. F o r  
n a t u r a l  r e s o u r c e  companies, however, it d o e s  not. N o  
r e f l e c t i o n  in th e p r e s e n t  formula is m a d e  for the



s c a r c i t y  v a l u e  o f  the o i l  and ga3 produced. A c c o r d­
ingly, t h e  b i l l  wil l  subst it ut e for the p r e s e n t  sales 
f ac to r an e x t r a c t i o n  factor w h i c h  w i l l  give w ei gh t 
s p e c i f i c a l l y  t o  oil  an d gas p r o d u c t i o n  activity.

O n e  o f  t h e  advan ta ge s o f  this f r a n c h i s e  tax is that it 
w i l l  t a k e  into acco un t ele me nt s  o f  property, payroll, 
a n d  e x t r a c t i o n  loc at e d o n  t he O u t e r  C on ti n e n t a l  Sh el f 
w h i c h  c a u s e s  a r e s u l t i n g  i m p ac t o n  the a d j o i n i n g  state. 
T h u s  pr o perty, payroll, and e x t r a c t i o n  not  located in 
a n y  s ta te  b u t  w h i c h  are l o c a te d  o f f  th e shores o f  a n  
a d j o i n i n g  s t a t e  w h i c h  is im pa ct ed  b y  th e oil  a nd gas 
produr.; \on act iv it y  w i l l  be a l l o c a t e d  to t h a t  state 
suffer., ig t he impact. A l t h o u g h  this l a t t e r  pro vi si o n 
m a y  r a i s e  so me  c o n s ti t ut io na l law  questions, w e  b e l i e v e  
t h a t  the p r o p o s a l  comes w i t h i n  t he limits o f  the state' 
t a x i n g  p o w e r s  gi ve n  the i mpact on the coas ta l c o m­
mu n i t i e s  o f  o u r  state o f  these O C S  activities.

Sincerely,

J a y  S .  H a m m o n d
G o v e r n o r
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C h a i r m a n  S a c k e t t  a d v i s e d  t h a t  h e  w o u l d  p r e f e r  t o  

p u t  o u t  t h e  R e s o u r c e  C o m m i t t e e  S u b s t i t u t e .  S e n a t o r  

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

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

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

F i n a n c e  v e r s i o n  o f  t h e  b i l l .  S e n a t o r  Melar.d a d v i s e d  

t h a t  h e  h a d  m a d e  u p  h i s  m i n d  i n  f a v o r  o f  t h e  H o u s e  

F i n a n c e  C o m m i t t e e  S u b s t i t u t e .  U p o n  a s h o w  o f  h a n d s  

S e n a t o r s  H o h m a n ,  M e l a n d ,  a n d  T i l l i o n  v o t e d  i n  f a v o r  

o f  p a s s a g e  o f  t h e  H o u s e  F i n a n c e  C o m m i t t e e  S u b s t i t u t e  

f o r  H o u s e  B i l l  3 2 2 .  S e n a t o r  T i l l i o n  s t a t e d  t h a t  h e  

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

H o u s e  F i n a n c e  o r  S e n a t e  R e s o u r c e  C o m m i t t e e  S u b s t i t u t e .  

C h a i r m a n  S a c k e t t  t h e n  r u l e d  t h a t  t h e  a b o v e  m o t i o n  f o r  

p a s s a g e  o f  t h e  H o u s e  F i n a n c e  C o m m i t t e e  S u b s t i t u t e  h a d  

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

o f  t h e  S e n a t e  R e s o u r c e  C o m m i t t e e  S u b s t i t u t e .  T h e r e  

b e i n g  n o  o b j e c t i o n ,  t h e  S e n a t e  R e s o u r c e  C o m m i t t e e  

S u b s t i t u t e  f o r  C o m m i t t e e  S u b s t i t u t e  f o r  H o u s e  B i l l  3 2 2  

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

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

H o u s e  B i l l  89 ( R e l a t i n g  t o  s t a t e  a i d  f o r  s c h o o l  

c o n s t r u c t i o n )  b e  b r o u g h t  u p  f o r  d i s c u s s i o n .  H e  a d v i s e d  

t h a t  h e  h a d  d i s c u s s e d  w i t h  K e n t  D a w s o n  t h e  p o s s i b i l i t y  

o f  c h a n g i n g  t h e  e f f e c t i v e  d a t e  r e g a r d i n g  t h e  8 0 %  t o  

:-9 79 .

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

c o n c e r n i n g  t h e  b i l l .  S h e  a d v i s e d  t h a t  t h e  G o v e r n o r  

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

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

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

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

S e n a t o r  C r o f t  s t a t e d  t h a t  i t  w a s  h i s  u n d e r s t a n d i n g  

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

D i s c u s s i o n  f o l l o w e d  b e t w e e n  S e n a t o r  C r o f t  a n d  D r .

C o l e  r e g a r d i n g  n e c e s s a r y  c h a n g e s .  F o l l o w i n g  d i s c u s s i o n  

S e n a t o r  C r o f t  a d v i s e d  t h a t  h e  b e l i e v e d  e f f e c t i n g  t h e  

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

B e g i n n i n g  w i t h  t h e  o r i g i n a l  H o u s e  v e r s i o n  o f  t h e  b i l l ,  

a t  l i n e  16 c h a n g e  t h e  d a t e  f r o m  J u l y  1, 1 9 7 6 ,  t o  J u l y  1,

1 9 7 7 ;  l i n e  17, c h a n g e  8 0 %  to 5 0 % ;  l i n e  21 c h a n g e  J u l y  1, 

1 9 7 6  t o  J u l y  1, 1 9 7 7 ;  t a k e  t h e  r e p e a l e r  s e c t i o n  o u t  a t

l i n e  24 a n d  c h a n g e  t h e  e f f e c t i v e  d a t e  a t  l i n e  25  f r o m  

J u l y  1, 1 9 7 7 ,  t o  J u l y  1, 1 9 7 8 .  Dr. C o l e  a d v i s e d  t h a t  

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

M O T I O N  

S C S C S H B  32

M O T I O N  

CSIIB 89

5 / 2 1 / 7 7



John R. Messenge r  
Depu t y  C omm i s s i o n e r  
Dep a r tm en t  o f  Rev enue

May 2k, 1977DATE

Gary  L. Jenk 
D i r e c t o r  
A u d i t  D i v i s l

SUBJECT: SCS CS HB 322

S e n a t e  CS f o r  CS f o r  House B i l l  No.  322 p r o v i d e s  t h a t  a l l  o i l  p r o d u c i n g  
and p i p e l i n e  c ompa n i e s  w o u l d  compu t e  t h e i r  i n come on a s e p a r a t e  a c c o u n t i n g  
b a s i s .  T h i s  c o n c e p t ,  w h i l e  a p p e a r i n g  t o  be s i m p l i s t i c  and easy  t o  a c c o m p l i s h ,  
a c t u a l l y  i s  v e r y  c o mp l e x .  T h i s  has been p o i n t e d  o u t  by t h e  r e c e n t  r e p o r t  
p r e p a r e d  by M e s s r s .  Z e i f m a n  and A i n s w o r t h  f o r  t h e  D e pa r tm e n t  o f  Re v enu e  and  
t h e  L e g i s l a t u r e .

T h e r e  a r e  s e v e r a l  s p e c i f i c  a r e a s  o f  c o n c e r n  w h i c h  we have  r e g a r d i n g  t h e  
b i l l .  F i r s t ,  i t  s p l i t s  t h e  r e s p o n s i b i l i t y  f o r  a u d i t  o f  t h e  r e t u r n s  t o  two 
d i f f e r e n t  a g e n c i e s .  For  a company i n  t h e  p r o d u c t i o n  o f  o i l  and  g a s ,  t h e  
r e t u r n s  w ou l d  be a u d i t e d  by t h i s  D i v i s i o n ,  w h i l e  f o r  p i p e l i n e  c o mp a n i e s  i t  
i s  a s s i g n e d  t o  t he  APUC. I wou l d  s t r o n g l y  u r g e  t h a t  t he  a u d i t  f u n c t i o n  f o r  
p i p e l i n e  c ompa n i e s  be a s s i g n e d  t o  t h i s  D i v i s i o n  w i t h  t h e  p r o v i s i o n  t h a t  t h e  
APUC w i l l  g e n e r a t e  t h e  r e p o r t i n g  r e q u i r e m e n t s  w h i c h  wou l d  be used as  t he  b a s i s  
f o r  t h e  a u d i t .  S e c t i o n s  3,  7 -?>d 9 o f  t h e  b i l l  w o u l d  need t o  be amended t o  
a c c o m p l i s h  t h i s .

S e c o n d ,  i t  a p p e a r s  t h a t  t h e  i n t e n t  o f  t h e  b i l l  i s  t h a t  t h e  D e pa r tm en t  o f  
Re v enu e  wou l d  by r e g u l a t i o n  d e f i n e  wha t  w o u l d  be d e d u c t i b l e  as an e x p e n s e  
and how suc h  i t ems  as i n t a n g i b l e  d r i l l i n g  c o s t s  w o u l d  be t r e a t e d  f o r  r e p o r t i n g  
p u r p o s e s .  To a c c o m p l i s h  t h i s  wou l d  n e c e s s i t a t e  t h e  emp l o ymen t  o f  two a u d i t o r s
and t h e  C l e r k  T y p i s t  I I I a t  l e a s t  o n e  y e a r  ahead  o f  t he  e f f e c t i v e  d a t e  o f  t h e
l aw t o  do t h e  r e s e a r c h  n e e d ed  f o r  t h e s e  d e t e r m i n a t i o n s .

L a s t l y ,  t h e r e  a p p e a r s  t o  be a c o n f l i c t  b e tween  S e c t i o n s  10 and 11 o f  t h e  b i l l .
S e c t i o n  10 i m p l i e s  t h a t  t h e  b i l l  w o u l d  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  11 
s t a t e s  t h a t  i t  i s  e f f e c t i v e  on 1-1-78. Does S e c t i o n  11 mean t h a t  r e t u r n s  wou l  
be due  a f t e r  1-1-78 on i n c ome  e a r n e d  i n  1 9 7 7 ? I w ou l d  recommend t h a t  t h i s  
be c l a r i f i e d .



REQUEST
Bill/Resolution No.
Title__________

Senate CS for CS for House B i l l  No. 322
An Act re la t ing to the Alaska net income tax.

Requested by_ Senate Rules Commi ttee Date 5/2A/77

II. F I S C A L  D E T A I L  

Agency Affected _ Revenue
Program Category Affected_ F i s c a l  S e r v i c e s
Budget Request Unit(s) Affected Au d i t  D i v i 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 88.1 317.8 317.8 353.3 353.3

200 T R A V E L 5.0 70.0 70.0 75.0 75.0

300 C O N T R A C T U A L 10.2 105.2 65.2 70.0 * 70.0

400 C O M M O D I T I E S .6 2.0 2.0 2.2 2.2

500 E O U I P M E N T 1.8 6.0 1.0 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 I M S .  ETC.

T O T A L -0- 105.7 501.0 ^56.0 502.3 501.5

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

G E N E R A L  F U N D -o- 105.7 501.0 *156.0 502.3 501 .5
F E D E R A L  F U N D S

O T H E R  (SDecifv)

P O S I T I O N S  

F U L L  T I M E -0- 3 10 10 11 11

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 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 i t h  a  

C l e r k  T y p i s t  III and a Tax E x am i n e r  t o  h a n d l e  t h e  c l e r i c a l ,  t y p i n g  and 
r e t u r n  p r o c e s s i n g  d u t i e s .  The  o t h e r  c o s t s  a r e  r e l a t e d  t o  t h e  d e v e l o pme n t  
o f  t h e  c ompu t e r  p r o c e s s i n g  sys t ems  and  c o s t s  r e l a t e d  t o  t h e  p o s i t i o n s .
See memo a t t a c h e d  t o  R. D. S t e v e n s o n  d a t e d  5/2V77.

IV. DATF. 5/2*1/77

Original: Legislative Finance

. P R E P A R E D  

A G E N C Y  

P H O N E



S T A T E
. o f  A L A S K A

TO: I John R. Messenge r
Depu t y  C omm i s s i o n e r  
Depa r tmen t  o f  Revenue

May 2k, 1977DATE

FROM: Gary  L.  Jenk 
D i r e c t o r
A u d i t  D i v i s l

/

SUBJECT: SCS CS HB 322

S e n a t e  CS f o r  CS f o r  House B i l l  No.  322 p r o v i d e s  t h a t  a l l  o i l  p r o d u c i n g  
and  p i p e l i n e  c ompa n i e s  w ou l d  c ompu t e  t h e i r  i ncome on a s e p a r a t e  a c c o u n t i n g  
b a s i s .  T h i s  c o n c e p t ,  w h i l e  a p p e a r i n g  t o  be s i m p l i s t i c  and easy  t o  a c c o m p l i s h ,  
a c t u a l l y  i s  v e r y  c omp l e x .  T h i s  has been p o i n t e d  o u t  by t h e  r e c e n t  r e p o r t  
p r e p a r e d  by M es s r s .  Z e i fma n  and A i n s w o r t h  f o r  t he  D epa r tmen t  o f  Revenue  and 
t h e  L e g i s l a t u r e .

T h e r e  a r e  s e v e r a l  s p e c i f i c  a r e a s  o f  c o n c e r n  w h i c h  we ha v e  r e g a r d i n g  t h e  
b i l l .  F i r s t ,  i t  s p l i t s  t he  r e s p o n s i b i l i t y  f o r  a u d i t  o f  t h e  r e t u r n s  t o  two 
d i f f e r e n t  a g e n c i e s .  For  a company i n  t h e  p r o d u c t i o n  o f  o i l  and g a s ,  t he  
r e t u r n s  wou l d  be a u d i t e d  by t h i s  D i v i s i o n ,  w h i l e  f o r  p i p e l i n e  c omp an i e s  i t  
i s  a s s i g n e d  t o  t he  APUC. I wou l d  s t r o n g l y  u r g e  t h a t  t h e  a u d i t  f u n c t i o n  f o r  
p i p e l i n e  c ompa n i e s  be a s s i g n e d  to t h i s  D i v i s i o n  w i t h  t h e  p r o v i s i o n  t h a t  t he  
APUC w i l l  g e n e r a t e  t he  r e p o r t i n g  r e q u i r e m e n t s  w h i c h  wou l d  be used as the b a s i s  
f o r  t h e  a u d i t .  S e c t i o n s  3, 7 and 9 o f  t h e  b i l l  wo u l d  need t o  be amended t o  
a c c o m p l i s h  t h i s .

S e c o n d ,  i t  a p p e a r s  t h a t  t h e  i n t e n t  o f  t he  b i l l  i s  t h a t  t he  Depa r tmen t  o f  
Re v enu e  wou l d  by r e g u l a t i o n  d e f i n e  wha t  w ou l d  be d e d u c t i b l e  as an e x p e n s e  
and how such  i t ems  as i n t a n g i b l e  d r i l l i n g  c o s t s  wou l d  be t r e a t e d  f o r  r e p o r t i n g  
p u r p o s e s .  To a c c o m p l i s h  t h i s  wou l d  n e c e s s i t a t e  t h e  emp l o ymen t  o f  two a u d i t o r s  
and  t h e  C l e r k  T y p i s t  I I I  a t  l e a s t  o n e  y e a r  ahead  o f  t he  e f f e c t i v e  d o t e  o f  the. 
l a w  t o  do t he  r e s e a r c h  ne eded  f o r  t h e s e  d e t e r m i n a t i o n s .

L a s t l y ,  t h e r e  a pp e a r s  t o  be a c o n f l i c t  b e tween  S e c t i o n s  10 and 11 o f  t he  b i l l .  
S e c t i o n  10 i m p l i e s  t h a t  t h e  b i l l  wou l d  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  11 
s t a t e s  t h a t  i t  i s  e f f e c t i v e  on 1-1-78. Does S e c t i o n  11 mean t h a t  r e t u r n s  wou l d  
be  due  a f t e r  1-1-78 on i ncome e a r n e d  i n  1 9 7 7 ? I wou l d  recommend t h a t  t h i s  
be c l a r i f i e d .
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T E N T H  L E G IS 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 No.________
Title Oil and gas co rp orate fr a nc h i s e  tax
Requested by_ Date.

II. F I S C A L  D E T A I L  

Agency Affected D e p a r t m e n t  o f  R e v e n u e

Program Category Affected G e n e r a l  G o v e r n m e n t  

Budget Request Unit(s) Affected A u d i t ______________

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 3 5 . 5 3 7 . 3 1 3 6 . 0 1 4 2 . 8 1 4 9 . 9

?00 T R A V E L 3 . 5 2 . 5 7 . 5 8 . 0 8 . 5

300 C O N T R A C T U A L 2 . 5 1 . 5 1 . 5 1 . 8 2 . 4

400 C O M M O D I T I E S .3 .3 1 . 0 1 . 0 1 . 2

500 E O U I P M E N T .6 1 . 2

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 4 2 . 4 4 1 . 9 1 4 7 . 2 1 5 3 . 6 1 6 2 . 0

F U N D I N G  (Thousands of Do! 

G E N E R A L  F U N D

lars)

4 2 . 4 4 1 . 9 1 4 7 . 2 1 5 3 . 6 1 6 2 . 0

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 1 4 4 4

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) 

A s s u m p t i o n s : O i l  & G a s  C o r p o r a t e  F r a n c h i s e  T a x  i m p o s e d  o n  t a x  

y e a r  1 9 7 8 .  F i r s t  r e t u r n s  f i l e d  b y  A u g u s t ,  1 9 7 9 .  

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

A u g u s t ,  1 9 7 8 .

T r a v e l  i n  F Y  1 9 7 8  i n c l u d e s  3 h e a r i n g s  a n d  t r a i n i n g  

a n d  f i e l d  t r a v e l  f o r  t h e  a u d i t o r .  T r a v e l  i n  F Y  80 

a n d  t h e r e a f t e r  i s  f o r  f i e l d  a u d i t  w o r k .

IV. D A T E  M a r c h  8, 1 9 7 7 . P R E P A R E D  B Y  J o h n  R. M e s s e n g e r ^ '

. < > 'V;

A G E N C Y  D e p a r t m e n t  o f  R e v e n u e  

Original: Legislative Finance P H O N E  4 6 5 - 2 3 0 0_

cc: Budget and Management
Prime Sponsor (First Legislator Named)
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F I S CAL  N O T E

I. R E Q U E S T
Bi l l /Resolut i on N o . _____ Se n a t e  CS f o r  CS f o r  House B i l l  No.  322__________________
Title__________________ An Ac t  r e l a t i n g  t o  t h e  A l a s k a  n e t  i n come t a x . __________
Requested by___________Se na t e  R u l es  Commi t t e e  Date 5/24/77

THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE

II. FISCAL DETAIL
Agency A f f e c t ed_______________ Revenue_________
Program Category Affected______ F i s c a l  S e r v i c e s
Budget Request Unit(s) Affected A u d i t  D i v i 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 88.1 317.8 317.8 353.3 353.3

?,oo T R A V E L 5.0 70.0 70.0 75.0 75.0

300 C O N T R A C T U A L 10.2 105.2 65.2 70.0 ' 70.0

400 C O M M O D I T I E S .6 2.0 2.0 2.2 2.2

500 E O U I P M E N T 1.8 6.0 1.0 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 ,  CLAIMS, ETC.

T O T A L -0- 105.7 501.0 456.0 502.3 501.5

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

G E N E R A L  F U N D -0- 105.7 501.0 456.0 502.3 501 .5
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 3 10 10 11 11

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 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 i t h  a 
C l e r k  T y p i s t  I I I  and a Tax E x am i n e r  t o  h a n d l e  t h e  c l e r i c a l ,  t y p i n g  and 
r e t u r n  p r o c e s s i n g  d u t i e s .  The  o t h e r  c o s t s  a r e  r e l a t e d  t o  t he  d e v e l o pme n t  
o f  t h e  c ompu t e r  p r o c e s s i n g  sys tems and c o s t s  r e l a t e d  t o  t h e  p o s i t i o n s .
See memo a t t a c h e d  t o  R. D. S t e v e n so n  d a t e d  5/2A/77 -

Prime Sponsor (First Legislator Named)

33-001 (Rev. 10/76)
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Original sponsor: Rules Committee Offered: 5/10/77
by request of the Governor Referred: Rules

IN THE HOUSE BY THE FINANCE COMMITTEE

CS F OR HOUSE BILL NO. 322 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TE N T H  LEGISLATURE - FIRST SESSION 

A  BILL

For an Act entitled: "An Act establishing an oil and gas corporate franchise

tax; and providing for an effective date."

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

*  Section 1. AS 43 is amended by adding a n e w  chapter to read:

CHAPTER 21. OIL AND GAS CORPORATE 

FRANCHISE TAX.

Sec. 43.21.010. LEGISLATIVE FINDINGS A ND PURPOSE. (a) The 

legislature finds that Alaska has large deposits of nonrenewable r e­

sources of oil and gas wh i c h  belong to the citizens of the state. 

Therefore, it is incumbent upon the state to provide an equitable 

taxing system to be applied to corporations engaged in the extraction, 

transportation, and refining of this w e a l t h  from the state. In a d d i­

tion, it is important that the tax system be designed to return to the 

state tax revenues measured by the income generated by these resources 

and activities. Accordingly, the taxing formula must fairly reflect the 

business activities in the state by those corporations extracting, 

transporting, and refining these nonrenewable resources.

(b) The legislature finds that, as a general rule, the three- 

factor formula set out in AS 43.19.010, A r t icle IV, fairly measures the 

income-producing activity of corporations doing business both in and 

outside the state. W i t h  regard, however, to the extraction, tra n s p o r t a­

tion, and refining of oil and gas, the legislature finds that the u n i­

form formula does not fully reflect corporate income-producing activity 

in the state. The legislature finds that the income from the extrac-
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tion, transportation, and refining of oil and gas should be allocated 

and apportioned b y  a separate state formula just as financial in s t i­

tutions and public utilities are under the provisions of AS 43.19.010, 

Article IV.

(c) A l t h o u g h  the legislature is m i n dful of the importance and 

the advantages of uniformity wh i c h  the formula in AS 43.19.010,

A r t i c l e  IV, represents, the legislature also recognizes its r e s p o n s i­

bility to provide an apportionment formula w h i c h  fairly represents a 

taxpayer's business activity in the state. Accordingly, the legislature 

has struck a balance between the u n i f o r m  formula in AS 43.19.010,

A r t i c l e  IV, and a direct measure of oil and gas e x tracted in the 

state b y  the substitution of a factor ba s e d  upon units of extraction, 

w h i c h  will more fairly indicate the taxpayer's income attributable to 

its business activity in the state.

(d) The legislature is concerned about the possib i l i t y  of a 

corporation's income not being attributable to any specific state, as 

wh e n  property, payroll, and extraction are present in a location where 

the corporation is not subject to state taxation. In such cases, some 

portion of the income of the corporation wo u l d  escape taxation by all 

states even though a state may have been impacted by that corporation's 

business activity and has given services and p r o t ection for wh i c h  it

is entitled to ask for compensation. The legislature finds that the 

apportionment formula in AS 43.19.010, A r t i c l e  IV, is deficient in 

this respect for corporations engaged in the extraction, transportation, 

and refining of oil and gas. Specifically, the legislature finds that 

income generated from activities taking place on the outer continental 

shelf should not escape state taxation entirely but should be taxed by 

the state which has made contributions of services and p r o t ection to 

those corporations as a result of those activities taking place off



its shores. The legislature finds that the state is currently adversely 

impacted b y  activities occurring on the outer continental shelf off 

the state's shores. The state has given and will continue to give 

those corporations engaged in those activities hospital services, 

educational services, police protection, regulatory protection, and 

access to its courts, as well as ma n y  other services and protections. 

Accordingly, the legislature finds that it is entitled to ask for 

c o mpensation for these services and protections. The return w h i c h  the 

state asks is the inclusion of property, payroll, and extraction units 

n ot occu r r i n g  in any state but w h i c h  are directly serviced from a 

base of operations in the state.

Sec. 43.21.020. PRIVILEGE T A X  IMPOSED. A  tax is hereby imposed 

for eac h  tax year on the privilege of engaging in business, exercising 

a corporate franchise, doing business in corporate form, employing 

capital, labor, or property, or m a i n t aining an office, place of business, 

or base of operations in Alaska of every corporation wh i c h  has ordinary 

gross receipts during the tax year in excess of $250,000,000 (or w h i c h  

is a m e mber of a unitary business with combined ordinary gross receipts 

in excess of $250,000,000), more than 50 per cent of w h i c h  is derived 

from production, transportation, refining, manufacturing, processing, 

distribution, or retail sale of oil or gas or products derived from 

oil or gas. The tax imposed by this chapter is meas u r e d  by the net 

income of the corporation and is determined at the rate imposed under 

AS 43.20.011(e). The tax imposed under this chapter is in place of 

the tax imposed under AS 43.20.

Sec. 43.21.030. "NET INCOME" DEFINED. (a) Net income for the 

purposes of this chapter is the higher of taxable income (as the term 

is used in AS 43.20.011(e)) or the net income determined and certified 

by an independent certified public accountant for the purposes of a

-3- CSHB 322
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report to shareholders covering its earnings and profits for the taxable 

year calculated using historical cost accounting without regard to any 

taxes on, or m e a s u r e d  by, net income.

(b) The department shall provide by r e g ulation for the dete r m i n a­

tion of net income in circumstances where the income statement d e t e r­

min e d  and certified to shareholders does n ot truly reflect the c o r p o r a­

tion's net income. Those circumstances include but are not limited to 

situations in which a qualified or disclaimed opinion is given by an 

independent accountant on the corporation's net income, the net income 

report does not meet standards promulgated by the Securities and 

Exchange Commission, a change in accounting method, or the income 

statement is not prepared in accordance wit h  generally accepted a c c o u n t­

ing principles.

Sec. 43.21.040. "ORDINARY GROSS RECEIPTS" DEFINED. The term 

"ordinary gross receipts" means total gross receipt , except that 

there shall be excluded:

(1) all gains and losses from the sale or other disposition 

of capital assets, and

(2) all gains and losses from the sale or other disposition 

of property of a character described in sec. 1231(b) of the Internal 

Revenue Code (determined without regard to holding p e r i o d ) .

Sec. 43.21.050. APPORTIONMENT OF NET INCOME. (a) A  corporation 

subject to this tax w h i c h  is taxable both in and outside the state 

shall apportion its entire unitary business net income to Alaska by a 

fraction the num e r a t o r  of w h i c h  is the property factor plus the payroll 

factor plus the extraction factor and the denominator of w h i c h  is 

three. Under regulations adopted by the department, the property 

factor and the payroll factor shall be determined in accordance with 

A r t i c l e  IV of AS 43.19.010 and w i t h  AS 43.20.071, except as otherwise 

CSHB 322 -4-



provided in this section,

(b) Compensation earned by employees who arc not employed in any 

state in w h i c h  the corporation is taxable shall be included in the 

numerator of the payroll factor if the employees are dire c t l y  supplied 

from a base of operations ma i n t a i n e d  in the state,

(c) The value of oil or gas pro d u c t i o n  facilities or other 

properties which are not located in any state in w h i c h  the corporation

is taxable shall be included in the numerator of the property factor

if the property is serviced or supplied from a base of operations 

m a i n tained in the state or if that property relies on o n s hore facilities 

for storage of the oil and gas produced.

(d) The extraction factor is a fraction the numerator of which

is the net amount of oil and gas energy units produced in Alaska

expressed in terms of their equivalents in British Thermal Units and 

the denominator of which is the total n et amount of oil and gas energy 

units produced everywhere. Oil and gas energy units w h i c h  are not 

extracted in a state in which the corporation is taxable shall be 

included in the n umerator of the extraction factor if the extraction 

is performed by facilities w h i c h  are serviced or supplied from a base 

of operations in the state or if those facilities rely on onshore 

facilities for storage of the oil and gas produced.

(e) If the denominator of any factor of the apportionment formula 

set out in this section is zero or is so insignificant that its i n c l u­

sion will result in a distortion of income, the department m a y  exclude 

that factor or include one or more additional factors which will 

fairly represent the taxpayer's business activity in the state.

Sec. 43.21.060. RETURNS A ND P A Y M E N T  OF TAXES. (a) A  corporation 

subject to tax under this chapter shall make and file a return with 

the department at the same time as it files a return under the provisions
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of the Internal Revenue Code. The return must set out

(1) the amount of tax due under this chapter, and

(2) other information which the department requires for the 

purpose of carrying out the provisions of this chapter.

(b) The return must either be on oath or contain a written  

declaration that it is made under penalty of perjury, and the department 

shall prescribe forms accordingly.

(c) The total amount of tax imposed by this chapter is due and 

payable to the department at the same time and in the same manner as 

the tax payable to the United States Internal Revenue Service.

(d) A  taxpayer shall furnish to the department a true and correct 

ccpy of the tax return which he has filed with the United States 

Internal Revenue Service.

II
(e) The department may c. 'it or refund overpayments of taxes, 

taxes erroneously or Illegally ai ssed or collected, penalties c o l­

lected without authority, and taxe. hat are found unjustly assessed

or excessive in amount, or otherwise ongfully collected. The d e p a r t­

ment shall set limitations, specify th 'anner in which claims or 

credits or refunds are made and give not of allowance or d i s a l l o w­

ance. When a refund is allowed to a taxp r, it shall be paid out of 

the general fund on a warrant issued under .. '>ucher approved by the 

d e p a r t m e n t .

(f) Every taxpayer shall notify the department in writing of any 

alteration in, or modification of, his federal income e x  return and 

of a recomputation of tax or determination of deficiency (whether with 

or w i t h o u t  a s s e s s m e n t ) . A  full statement of the facts must accompany 

this notice. The notice must be filed w i thin 60 days after the final 

determination of the modification, recomputation, or deficiency, and 

the taxpayer shall pay the additional tax or penalty under this chapter.

CSHB 322 - 6 -
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For purposes of this section, a determination is final at the time 

that an amended return is filed or a n otice of deficiency or an a s s e s s­

ment is m a i l e d  to the taxpayer by the Internal Revenue Service, except 

that in no event is there a final determination for purposes of this 

section until the taxpayer has exhausted his rights of appeal under 

federal law.

(g) Every -taxpayer shall n o t i f y  the department in w r i t i n g  of any 

recomputation or restatement of a prior year's net income. A  full 

statement of the facts must accompany this notice. The notice mu s t  be 

filed w i t h i n  60 days after the recomputation or restatement of a prior 

year's net income.

(h) In the case of additional tax due by reason of a modification, 

recomputation, or determination of deficiency in a taxpayer's federal 

income tax return, or by reason of a recom p u t a t i o n  or restatement of a 

prior year's net income, the period of limitation on assessment 

commences from the date that the notice required in (f) or (g) of this 

section is filed, and, if no notice is filed, the tax may be assessed

at any time.

(i) The tax imposed by this chapter is payable on the due date set 

out in this section even though the assessment is under appeal or the 

validity, enforceability or application of this chapter or any p r o v i­

sion of this chapter is challenged b e core the department or in the 

c o u r t s .

Sec. 43.21.065. PETITIONS F OR RELIEF. (a) If a corporation 

taxable under this chapter can establish that it is actually being 

taxed on more than 100 per cent of its net income by the states in 

wh i c h  it does business, it may petition the department for relief. To 

establish that it is being taxed on more than 100 per cent of its net 

income the corporation shall provide the department w i t h  copies of the
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tax returns and supporting documents filed in the other states in wh i c h  

it does business.

(b) Upon a showing under this section by a corporation, the c o m­

missioner shall n e gotiate w i t h  the tax administrators in the other 

states in w h i c h  the corporation does business to arbitrate the total 

tax liability of the corporation. The efforts shall include the use 

of the arbitration procedures set out in AS 43.19.010, Article IX.

(c) If the efforts of arbitration set out in (b) of this section 

are not successful in providing tax relief to the taxpayer, the d e p a r t­

ment m a y  then m odify the apportionment formula by excluding one or more 

apportionment factors or including one or more additional factors which 

will provide tax r elief to the taxpayer and still accurately represent 

the taxpayer's business activity in the state.

(d) The department shall provide an annual report to the l e g i s l a­

ture of the total tax r elief given under this section.

Sec. 43.21.070. R E V I E W  AND ASSESSMENT. (a) As soon as p r a c t i c­

able after a return is filed, the department shall examine it and 

determine the correct amount of the tax. If an error is disclosed by 

the examination, the department shall n otify the taxpayer of the 

deficiency.

(b) If a taxpayer fails to file a return in the time required by 

law, or makes an erroneous or fraudulent return, the department shall 

proceed to assess the tax and make a return from information w h i c h  it 

obtains. A  return mad e  and subscribed by the department is prima 

facie sufficient for all legal purposes.

Sec. 43.21.080. REGULATIONS. The department m a y  adopt regulations 

in accordance w i t h  the A dministrative Procedure Act (AS 44.62) as 

appropriate to administer and enforce this chapter.

Sec. 43.21.090. PENALTIES, (a) A  person who w i l f u l l y  attempts'
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to evade the tax imposed by this title is, in addition to other p e n a l­

ties prov i d e d  by this title, guilty of a felony and, up o n  conviction, is 

p unishable by a fine of not more than $5,000, or b y  imprisonment for 

not m o r e  than five years, or by both.

(b) A  p e r s o n  required under this title to collect, account for, 

and pay over the tax imposed by this title who wilf u l l y  fails to collect 

or truthfully account for and pay over the tax is, in addition to other 

penalties p r o v i d e d  by this title, guilty of a felony and, upon c o nvic­

tion, is punishable by a fine of not more than $5,000, or by imprison­

ment for not more than five years, or by both.

(c) A  p erson required under this title to pay a tax, mak e  a 

return, keep records, or supply information, who w i l f u l l y  fails to pay 

the tax or estimated tax, ma k e  the return, keep the records, or supply 

the information, is, in addition to other penalties provided by this 

title, guilty of a m isdemeanor and, upo n  conviction, is punishable by a

fine of not mor e  than $5,000, or b y  imprisonment for not more than one

year, or by both.

(d) A  p e r s o n  who wilf u l l y  makes and subscribes a return, state­

ment, or other document required under this title w h i c h  contains or is 

veri f i e d  by a w r i t t e n  declaration that it is ma d e  under the penalties of 

p erjury w h i c h  he does not believe to be true and correct as to every 

m aterial m atter is, in addition to other penalties provided by this 

title, guilty of a felony and, up o n  conviction, is punishable by a fine

of not mor e  than $5,000, or by imprisonment for not more than three

years, or by both.

(e) A  p erson who wilfu l l y  and knowingly aids or assists in, or 

p r o c u r e s , or counsels the p reparation or presentation in connection with 

any m atter arising under this title of a return, affidavit, claim, or 

other document, w h i c h  is fraudulent or is false as to any material

-9- . CSHB 322
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ma t t e r  is guilty of a felony w h e ther or n ot the falsity or fraud is w i t h  

the knowledge or consent of the person required to present the return, 

affidavit, claim, or document, and, upo n  conviction, is punishable by a

fine of not mo r e  than $5,000, or by imprisonment for n ot more than three

years, or by both,

(f) A  person who wilf u l l y  delivers or discloses to the c o m m i s­

sioner or the department under this chapter any list, return, account, 

statement, or other document, known by h i m  to be fraudulent or to be 

false as to any material matter, upon conviction, is p u n i shable by a

fine of not more than $1,000, or by imprisonment for not m o r e  than one

year, or by both.

(g) In this section, "person" includes, but is not limited to, an 

officer or employee of a corporation who as officer or employee i' under 

a duty to p e r f o r m  the act in respect to w h i c h  the v i olation occurs.

Sec. 43.21.900. DEFINITIONS. In this chapter, unless the context 

requires otherwise,

(1) "base of operations" means the closest point on land to 

the offshore oil and gas production operations from wh i c h  goods, s e r­

vices, and supplies flow to those offshore oil and gas production 

o p e r a t i o n s ;

(2) "department" means the Department of Revenue;

(3) "net amount of oil and gas energy units produced" means 

gross production less any portion of the pro d u c t i o n  w h i c h  represents a 

royalty interest, overriding royalty interest, pro d u c t i o n  payment, or 

any other interest in a lease concession, joint venture, or other 

agreement for oil or gas production belonging to a third party;

(4) "unitary business" means a corporation or group of c o r­

porations having at least 50 per cent common ownership, direct or 

indirect, or a group of corporations in w h i c h  there is common control

CSHB 322 -10-
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either direct or indirect as evidenced by any arrangement, contract, or 

a g r e e m e n t .

* Sec. 2. AS 43.55.010(d) is amended to read:

(d) The tax imposed b y  this chapter is not in place of the tax

imposed by ch. 57 or ch. 21 of this title or income taxes or taxes upon

the retail sale of oil or gas products.

* Sec. 3. If any of the provisions of this Act relating to the i n c o r­

poration into the apportionment formula of payroll, property, or extraction 

arising out of activities conducted on the outer continental shelf, or if any 

other provisions of this Act are held to be invalid or unenforceable, it is 

the intent of the legislature that the invalidity or unenforceability does 

not affect the remainder of this Act.

* Sec. 4. This Act takes effect January 1, 1978.
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O r i g i n a l  sponsor: Rules C o m m i t t e e  Offered: 5/19/77
b y  r e q u e s t  o f  the G o v e r n o r  Referred: Finance

IN THE H O U S E  BY T H E  R ESOURCES COMMITTEE

S ENATE CS F O R  CS F O R  H O U S E  BI L L  NO. 322 

IN T H E  L E G I S L A T U R E  OF T H E  STATE OF 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  SESSION  

A  BILL

Fo r  a n  A c t  entitled: " An A c t  r e l a t i n g  to the A l a s k a  net i n come tax; and

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

BE IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  OF T HE ST A T E  O F  ALASKA:

*  S e c t i o n  1. L E G I S L A T I V E  F I N D I N G S  A N D  INTENT. The l egislature finds a nd  

d e c l a r e s  that the m e t h o d  of a p p o r t i o n i n g  i ncome for tax purp o s e s  under the 

" U n i f o r m  D i v i s i o n  of I ncome for T a x  P u r p o s e s "  f o r mula e m b o d i e d  in the M u lti- 

State T a x  C o m p a c t  (AS 43.19) and AS 4 3 . 2 0 . 0 6 5  does n o t  fairly represent the 

extent of the b u s i n e s s  a c t ivities in this state of m u l t i - s t a t e  corporations 

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

n a t u r a l  gas in Alaska. The l e g i s l a t u r e  the r e f o r e  intends that the provisions 

of s e c t i o n  18 o f  a r t i c l e  IV of the M u l t i - S t a t e  T a x  C o m pact (AS 43.19) w h i c h  

a l l o w  separate a c c o u n t i n g  of income shall be a d o p t e d  for the determination of 

corp o r a t e  i ncome tax l i a b i l i t y  o n  i ncome d e r i v e d  fr o m  the production and 

p i p e l i n e  t r a n s p o r t a t i o n  of oil a n d  gas a n d  r e l a t e d  activities. The l e g i s l a­

ture f u r ther intends that sepa r a t e  a c c o u n t i n g  shall result in the assessment 

o f  tax a g a i n s t  m u l t i - s t a t e  c o r p o r a t i o n s  so that the tax p a i d  b y  these c o r­

por a t i o n s  wi l l  b e  c o m m e n s u r a t e  w i t h  the tax that w o u l d  b e  pai d  b y  c o r p o r a­

tions o w n i n g  and o p e r a t i n g  o n l y  the A l a s k a n  assets of these m ulti-state 

corporations.

*  Sec. 2. A S  4 3 . 2 0 . 0 1 1  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to read:

(f) F o r  p u r p o s e s  o f  d e t e r m i n i n g  t a x a b l e  income under (e) of this

s e c t i o n  that part o f  income of any c o r p o r a t i o n  d e r i v e d  in Alaska from 

oil or n a t u r a l  gas p r o d u c t i o n  o r  the t r a n s p o r t a t i o n  o f  crude oil or 

n a t u r a l  gas b y  pipeline, i n c l u d i n g  income f r o m  r o yalties on oil and gas
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production, shall, n o t w i t h s t a n d i n g  sec. 65 of this chapter, be d e t e r­

m i n e d  b y  s e p a r a t e  a c c o u n t i n g  u n d e r  the a u t h o r i t y  o f  s e c tion 18 of 

a r t i c l e  I V  o f  the M u l t i - S t a t e  C o m p a c t  (AS 43.19.010) a n d  in a c c o r d a n c e  

w i t h  secs. 67 - 69 o f  this chapter.

*  Sec. 3. A S  43 . 2 0  is a m e n d e d  by a d d i n g  n e w  sections to read:

Sec. 43.20.067. D E T E R M I N A T I O N  O F  O I L  A N D  N A T U R A L  GAS P R O D U C T I O N

INCOME, (a) T h e  d e t e r m i n a t i o n  o f  t a x a b l e  income a t t r i b u t a b l e  to oil 

a n d  n a t u r a l  gas p r o d u c t i o n  in Alaska, as r e q u i r e d  u n d e r  sec. 11(f) of 

this chapter, shall b e  c a l c u l a t e d  u s i n g  gross income a n d  d e d u ctions f r o m  

gross i ncome as d e f i n e d  in this section.

(b) Gross i n c o m e  f r o m  oil a n d  gas p r o d u c t i o n  in A l a s k a  shall be
#

the v a l u e  o f  o il and gas p r o d u c e d  as e s t a b l i s h e d  for purp o s e s  of the oil 

and gas p r o p e r t i e s  p r o d u c t i o n  tax, in a c c o r d a n c e  w i t h .the p r o v isions of 

ch. 55 of this title.

(c) D e d u c t i o n s  fr o m  gross i n c o m e  for the purp o s e s  of d e t e r m i n i n g  

t a x a b l e  p r o d u c t i o n  income shall include:

(1) r o y a l t i e s  a c t u a l l y  p a i d  w h e t h e r  in k i n d  or in value;

(2) s e v e r a n c e  taxes a c t u a l l y  p a i d  for w h i c h  no pr i o r  d e d u c­

tio n  h as b e e n  c l a i m e d  for income tax purposes;

(3) p r o p e r t y  taxes a c t u a l l y  p a i d  by the c o r p o r a t i o n  taxpayer 

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

property, i n c l u d i n g  fa c i l i t i e s  for the g a t h e r i n g ,'treating a nd p r e p a r i n g  

of the oil or gas for shipment, p r o v i d e d  the payments are mad e  after the 

date of i n i t i a l  p r o d u c t i o n  of the p r o p e r t y  w i t h  w h i c h  they are a s s o c i a t e d ;

(4) the d irect costs i n c u r r e d  by the c o r p o r a t i o n  taxp a y e r  in 

o p e r a t i n g  oil o r  gas fields, i n c l u d i n g  the costs of gathering, trea t i n g  

a n d  p r e p a r i n g  o i l  or gas for shipment, b u t  n et of a ny p a y m e n t s  r e c e i v e d  

for th o s e  s e r v i c e s  a n d  n o t  inc l u d i n g  indir e c t  costs and o v e r h e a d  except 

as p r o v i d e d  in (6) of this subsection;



(5) d e p r e c i a t i o n  on in v e s t m e n t s  w h i c h  are as s o c i a t e d  w i t h  the 

production, gathering, trea t i n g  a nd p r e p a r i n g  for shipment of the oil or 

gas, a n d  w h i c h  a re l o c a t e d  in o r  a d j a c e n t  to the site of production, 

i n c l u d i n g  d e p r e c i a t i o n  o n  inter e s t  c a p i t a l i z e d  at a rat e  n ot to exceed 

the a v e r a g e  cost o f  b o r r o w e d  capital to the c o r p o r a t i o n  taxpayer during 

the y e a r  i n  w h i c h  it is c a p i t a l i z e d  a n d  also including the amortization 

o f  lease a c q u i s i t i o n  p a y m e n t s  a n d  p r o p e r t y  taxes p a i d  for or on p r o­

duci n g  p r o p e r t i e s  b e f o r e  the c o m m e n c e m e n t  o f  p r o d u c t i o n  on the lease-
*

hold, f a c ilities o r  i n v e stment a s s o c i a t e d  w i t h  it;

(6) inte r e s t  e x p e n s e  n o t  capitalized, to the extent that it 

does n o t  e x c e e d  a p o r t i o n  o f  total inte r e s t  pai d  b y  the corporation, its 

s u b s i d i a r i e s  a nd affiliates, d e t e r m i n e d  by m u l t i p l y i n g  total interest 

p a i d  b y  a fraction, the n u m e r a t o r  of w h i c h  is the b o o k  v a l u e  of the 

c o r p o r a t i o n ' s  fi x e d  assets in and a s s o c i a t e d  w i t h  the prod u c i n g  p r o p e r­

ties in A l a s k a  and the d e n o m i n a t o r  of w h i c h  is the b o o k  va l u e  of all 

fi x e d  a ssets hel d  b y  the corporation, its subsidiaries a n d  affiliates;

(7) expenses i n c u r r e d  a f t e r  December. 31, 1976 of unsuccessful  

e x p l o r a t i o n  efforts for oil a nd gas in Alaska, inc l u d i n g  the a cquisition  

costs of p r o p e r t i e s  abandoned, dry h o l e  costs, and the costs of geologic 

and g e o p h y s i c a l  e x p l o r a t i o n  on o r  r e l a t e d  to those properties.

(d) T he dep a r t m e n t  shall e s t a b l i s h  r e g u l a t i o n s  c o v e r i n g  the ca l c u­

lati o n  of d e p r e c i a t i o n  costs, the a l l o c a t i o n  of interest costs, the 

d e f i n i t i o n  o f  facilities a s s o c i a t e d  w i t h  the production, gathering, 

t r e a t i n g  a nd p r e p a r i n g  for shipment of oil and gas, and other matters 

n e c e s s a r y  to i m plement this section.

(e) D e d u c t i o n s  f r o m  gross income u n d e r  this s e c tion shall n ot 

i n c l u d e  expenses p r e v i o u s l y  d e d u c t e d  o n  a r e t u r n  filed under this 

chapter.

Sec. 43.20.068. D E T E R M I N A T I O N  O F  C R U D E  O I L  A N D  N A T U R A L  GAS
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P I P E L I N E  T R A N S P O R T A T I O N  INCOME. (a) T a x a b l e  income a t t r i b u t a b l e  to the 

t r a n s p o r t a t i o n  o f  c r u d e  oil in i n t e r s t a t e  c o m m e r c e  in A l a s k a  shall be 

the s u m  o f  the a m o u n t  r e p o r t e d  to the I n t e r s t a t e  Comm e r c e  C o m m i s s i o n  

u n d e r  the c a t e g o r y  "net b a l a n c e  t r a n s f e r r e d  f r o m  income" as specified as 

o f  J a n u a r y  1, 1977 i n  49 C F R  10 Part 1204, a c c o u n t  700 a n d  of federal 

in c o m e  taxes p a i d  as s p e c i f i e d  as o f  J a n u a r y  1, 1977 in 49 C F R  10 Part 

1204, a c c o u n t s  670 a n d  695, a n d  o f  taxes a c t u a l l y  p a i d  u n d e r  sec. 11(e) 

o f  this chapter. A  t a x  r e t u r n  r e p o r t i n g  th a t  income shall b e  accomp a n i e d  

b y  a c e r t i f i c a t i o n  f r o m  the A l a s k a  P i p e l i n e  C o m m i s s i o n  to the effect 

that to the b e s t  o f  the c o m m i s s i o n ' s  k n o w l e d g e  and b e l i e f  the income 

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

b y  the I n t e r s t a t e  C o m m e r c e  Commission, or, if in the o p i n i o n  of the 

c o m m i ssion, the i n c o m e  is n o t  r e p o r t e d  in a c c o r d a n c e  w i t h  the regulations 

o f  the I n t e r s t a t e  C o m m e r c e  Commission, the n  a sta t e m e n t  to that effect, 

i d e n t i f y i n g  the d e f i c i e n c i e s  o f  the r e p o r t  and, if possible, p r o v i d i n g  a 

r e p o r t i n g  o f  the true a n d  c o r r e c t  income.

(b) T a x a b l e  i n c o m e  a t t r i b u t a b l e  to the t r a n s p o r t a t i o n  of natural 

gas in i n t e r s t a t e  c o m m e r c e  in A l a s k a  shall b e  the s u m  of the amount 

r e p o r t e d  to the F e d e r a l  P o w e r  C o m m i s s i o n  u n d e r  the c a t e g o r y  "balance 

t r a n s f e r r e d  f r o m  i n c o m e "  as s p e c i f i e d  in 18 C F R  1, Part 201, account 

433 a n d  o f  f e d e r a l  i n c o m e  taxes p a i d  as s p e c i f i e d  as o f  J a n u a r y  1, 1977 

in 18 C F R  1, Pa r t  201, acco u n t s  409, 409.1, 409.2 a nd 409.3, a nd of 

taxes a c t u a l l y  p a i d  un d e r  sec. 11(e) of this chapter. A  tax return 

r e p o r t i n g  that i n c o m e  shall be a c c o m p a n i e d  b y  a c e r t i f i c a t i o n  from 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  to the effect that to the best of the 

c o m m i s s i o n ' s  k n o w l e d g e  a n d  b e l i e f  the i ncome c a l c u l a t i o n  has b e e n  made  

in a c c o r d a n c e  w i t h  the p r i n c i p l e s  e s t a b l i s h e d  by the F e d e r a l  Po w e r  

C o m m i s s i o n ,  or, if in the o p i n i o n  of the commission, the i ncome is not 

r e p o r t e d  in a c c o r d a n c e  w i t h  the r e g u l a t i o n s  of the F e d eral Po w e r  

CS C S H B  322 -4-
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Commission, t h e n  a statement to that effect, i d e n t ifying the d e ficiencies  

o f  the r e p o r t  and, if possible,' p r o v i d i n g  a r e p o r t i n g  o f  the true a n d  

c o r r e c t  income.

(c) T a x a b l e  income a t t r i b u t a b l e  to the t r a n s p o r t a t i o n  o f  crude oil 

in A l a s k a  o f  a n y  c o r p o r a t i o n  n o t  under. Interstate Comm e r c e  C o m m i s s i o n

•jurisdiction, o r  of a c o r p o r a t i o n  u n d e r  the Interstate Comm e r c e  C o m m i s­

sion  b u t  n o t  r e p o r t i n g  the o p e r a t i o n  o f  pipelines in A l a s k a  sep a r a t e l y  

f r o m  the o p e r a t i o n  of p i p e l i n e s  elsewhere, shall be an a m ount equal to 

t hat w h i c h  w o u l d  h a v e  b e e n  r e p o r t e d  to the Interstate Comm e r c e  C o m m i s s i o n  

u n d e r  (a) of this section h a d  the c o r p o r a t i o n  been, in fact, u n d e r  

In t e r s t a t e  C o m m e r c e  C o m m i s s i o n  j u r i s d i c t i o n  for the taxable year and 

r e q u i r e d  to r e p o r t  o n  the o p e r a t i o n  o f  A l a s k a  pipe l i n e s  sep a r a t e l y  f r o m  

the o p e r a t i o n  o f  pipe l i n e s  elsewhere, A  tax r e t u r n  r e p o r t i n g  that 

i n c o m e  shall b e  a c c o m p a n i e d  b y  a c e r t i f i c a t i o n  f r o m  the A l a s k a  Pipe l i n e  

C o m m i s s i o n  to the effect that to the b e s t  of the c o mmission's k n o w l e d g e  

a nd b e l i e f  the i ncome c a l c u l a t i o n  has b e e n  m a d e  in a c c o r d a n c e  w i t h  the 

p r i n c i p l e s  e s t a b l i s h e d  b y  the Interstate Comm e r c e  Commission, or, if in 

the o p i n i o n  o f  the commission, the income is n ot r e p o r t e d  in a c c o rdance 

w i t h  the r e g u l a t i o n s  o f  the I n t e rstate Comm e r c e  Commission, then a 

s t a t e m e n t  to that effect, id e n t i f y i n g  the d e f iciencies of the r eport 

and, if possible, providing, a r e p o r t i n g  of the true a nd correct income.

(d) T a x a b l e  income, a t t r i b u t a b l e  to the t r a n s p o r t a t i o n  of natural 

gas in A l a s k a  b y  a n y  c o r p o r a t i o n  n o t  un d e r  the j u r i s d i c t i o n  o f  the 

F e d e r a l  P o w e r  Commission, or of a c o r p o r a t i o n  u n d e r  Federal P o w e r  C o m m i s­

sio n  j u r i s d i c t i o n  but not r e p o r t i n g  the o p e r a t i o n  of A l a s k a  p ipelines 

s e p a r a t e l y  f r o m  the o p e r a t i o n  of pip e l i n e s  elsewhere, shall be an amount 

equal to that w h i c h  w o u l d  hav e  b e e n  r e p o r t e d  to the F e d eral Power C o m m i s­

sion  u n d e r  (b) of this s e c t i o n  h a d  the c o r p o r a t i o n  been, in fact, u n d e r  

F e d e r a l  P o w e r  C o m m i s s i o n  j u r i s d i c t i o n  for the t a x able y e a r  and r e q u i - e d
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to r e p o r t  o n  the o p e r a t i o n  of A l a s k a  p i p e l i n e s  s e p arately fro m  the o p e r a­

ti o n  o f  p i p e l i n e s  elsewhere. A  tax r e t u r n  r e p o r t i n g  that income shall 

b e  a c c o m p a n i e d  b y  a c e r t i f i c a t i o n  f r o m  the A l a s k a  P u b l i c  U t i l i t y  C o m m i s­

si o n  to the e f f e c t  that to the b e s t  of t he c o mmission's k n o w l e d g e  and  

b e l i e f  the i n c o m e  c a l c u l a t i o n  h as b e e n  m a d e  in a c c o r d a n c e . w i t h  the 

p r i n c i p l e s  e s t a b l i s h e d  b y  the F e d e r a l  P o w e r  Commission, or, if in the 

o p i n i o n  o f  the commission, the i n c o m e  is n o t  r e p o r t e d  in a c c o r d a n c e  w i t h  

the r e g u l a t i o n s  of the F e d eral P o w e r  Commission, then a statement to 

t h a t.effect, i d e n t i f y i n g  the d e f i c i e n c i e s  of the r e port and, if possible, 

p r o v i d i n g  a r e p o r t i n g  o f  the true a n d  c o r rect income.

(e) T he c e r t i f i c a t i o n s  of the A l a s k a  P i p e l i n e  C o m m i s s i o n  a nd 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  s u b m i t t e d  in a c c o rdance w i t h  this 

s e c t i o n  do n o t  p r e j u d i c e  a ny f uture a c t i o n  b y  the r e s p e c t i v e  com m i s s i o n 

n o r  p r e v e n t  the r e s p e c t i v e  c o m m i s s i o n  f r o m  s u b mitting a r e v i s e d  c e r t i­

fi c a t i o n  w i t h i n  three years of the d u e  da t e  o f  the tax r e t u r n  in support 

o f  w h i c h  it w a s  o r i g i n a l l y  filed.

(f) N o t h i n g  in this s e c t i o n  o r  in sec. 67 of this c h a pter limits a 

c o r p o r a t e  tax p a y e r ' s  r i g h t  to a ppeal or the taxpayer remedies p r o v i d e d  

u n d e r  ch. 5 o f  this title.

Sec. 43.20.069. D E T E R M I N A T I O N  O F  I N C O M E  F R O M  O T H E R  A C T I V I T I E S  O F  

C O R P O R A T I O N S  E N G A G E D  IN O I L  O R  N A T U R A L  GAS P R O D U C T I O N  O R  TRANSPORTATION. 

T a x a b l e  i n c o m e  f r o m  a c t i v i t i e s  o t h e r  than o il or n a t u r a l  gas p r o d u c t i o n  

o r  p i p e l i n e  t r a n s p o r t a t i o n  shall be d e t e r m i n e d  b y  subtra c t i n g  the income 

as d e t e r m i n e d  u n d e r  secs. 67 and 68 of this c h a pter f r o m  the c o r p o r a­

tio n ' s  c o m b i n e d  n e t  i ncome and a p p l y i n g  the a p p o r t i o n m e n t  formula  

r e q u i r e d  u n d e r  the p r o v i s i o n s  of sec. 65 o f  this chapter, e xcept that 

b o t h  the n u m e r a t o r  and the d e n o m i n a t o r  of the p r o p e r t y  f a ctor and the 

p a y r o l l  f a c t o r  shall be c a l c u l a t e d  w i t h o u t  r e f e r e n c e  to p a y r o l l  or 

p r o p e r t y  r e l a t e d  to crude oil or n a t u r a l  gas p r o d u c t i o n  or pipeline

CS C S H B  322 ■ - 6 -
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t r a n s p o r t a t i o n  a c t i v i t y  in Alaska, a n d  the sales factor shall n o t  be 

u s e d  in the calculation.

Sec. 43.20.070. P U B L I C  REPORTING. N o t w i t h s t a n d i n g  the pro v i s i o n s  

o f  A S  43.05.230, the c o m m i s s i o n e r  of r e v e n u e  shall compile and transmit 

to the l e g i s l a t u r e  an a n nual c o n s o l i d a t e d  r e p o r t  of state reve n u e s  and 

t a x a t i o n  p o l i c i e s  u n d e r  this chapter. This r e p o r t  shall include total 

A l a s k a  i n c o m e  tax p a i d  b y  firms a nd i ndividuals c o v ered u n d e r  this 

c h a p t e r  a n d  i t e m i z e d  d e d uctions b y  category.

*  Sec. 4. A S  43.20 is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  to read:

Sec. 43.20.075. BOOKS A N D  RECORDS. The d e p a r t m e n t  m a y  p r o v i d e  by 

r e g u l a t i o n  the m a n n e r  in w h i c h  books a nd r e c ords m u s t  be kept a nd m a i n­

tain e d  for p u r p o s e s  of d e t e r m i n i n g  gross income and deductions f r o m  

gross i ncome u n d e r  secs. 67 - 69 of this chapter.

*  Sec. 5. A S  43.2 0 . 3 3 5  is a m e n d e d  b y  a dding n e w  subsections to read: *

(k) A n y  p e r s o n  w h o  i m p r o p e r l y  influences, o r  attempts to i m p r o p e r­

ly influence, b y  m e a n s  of p a y m e n t  o r  of f e r  of p a y m e n t  or other v a l u a b l e  

consideration, any state offi c i a l  in his d e t e r m i n a t i o n  of v alues and 

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

u n d e r  AS 11.30.040.

(1) A n y  p e r s o n  w h o  k n o w i n g l y  and w i l f u l l y  ma k e s  false statements 

or r e p r esentations, or who k n o w i n g l y  allows f a l s e  statements or r e p r e­

sent ations to be m a d e  on his b e h a l f  in the case of corporations, w i t h  a 

p u r p o s e  of a v o i d i n g  the c o rporate tax i m p osed u n d e r  this chapter is 

g u i l t y  o f  w i l f u l  tax a v o i d a n c e  a nd is p u n i s h a b l e  u p o n  con v i c t i o n  b y  a 

fi n e  of t h r e e  times the amount of the t ax that w o u l d  ha / e  b e e n  u n p a i d  

h a d  the false statement b e e n  undetected, a n d  b y  impris o n m e n t  for not 

less than 10 days n o r  mor e  tha n  o ne year.

* Sec. 6. A S  4 2 . 0 6 . 1 4 0  is a m e n d e d  b y  a d d i n g  a n e w  p a r a g r a p h  to read:

(11) shall p r o v i d e  all r e a s o n a b l e  a s s i s t a n c e  to the

-7- SCS CSHB 322
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D e p a r t m e n t  o f  R e v e n u e  in d e t e r m i n i n g  the n e t  i n c o m e  f r o m  oil pipe l i n e  

f a c i l i t i e s .

*  Sec. 7. AS 4 2 . 0 6  is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  to read:

Sec. 42.06.041. C E R T I F I C A T I O N  O F  I N C O M E  T O  D E P A R T M E N T  O F  REVENUE.

(a) U p o n  r e q u e s t  o f  a . p i p e l i n e  c a r r i e r  t he c o m m ission shall r e v i e w  the 

a c c o u n t s  o f  th a t  c a r r i e r  a n d  p r o v i d e  a c e r t i f i c a t i o n . t o  the D e p a r t m e n t  

o f  R e v e n u e  e i t h e r  s t a ting that to the b e s t  of the commission's k n o w l e d g e  

a n d  b e l i e f  the r e p o r t  o f  n e t  p i p e l i n e  i n c o m e  s u b m i t t e d  by the carrier^

u n d e r  A S  4 3 . 2 0 . 0 6 9  is in a c c o r d a n c e  w i t h  the commi s s i o n ' s  r e g u l a t i o n s

g o v e r n i n g  the a c c o u n t i n g  o f  income, or th a t  it is not so in accordance, 

in w h i c h  case the c o m m i s s i o n  shall i d e n t i f y  the defici e n c i e s  in the 

r e p o r t  and, if possible, p r o v i d e  a r e p o r t i n g  of the true a n d  correct i n­

come. *

(b) T h e  c o m m i s s i o n  shall p r o v i d e  the c e r t i f i c a t i o n  of c o m pliance 

o r  d e f i c i e n c y  in r e p o r t i n g  w i t h i n  45 days o f  the date on w h i c h  the p i p e­

lin e  c a r r i e r  r e q u e s t s  it, b u t  all c e r t i f i c a t i o n s  r e m a i n  s u b j e c t  to 

a m e n d m e n t  b y  the c o m m i s s i o n  for a p e r i o d  o f  three years a f t e r  the due 

dat e  o f  the t a x  r e t u r n  w h i c h  th e y  accompany.

(c) ,The c o m m i s s i o n  m a y  b y  r e g u l a t i o n  e s t a b l i s h  a c c o u n t i n g  p r o­

cedu r e s  a n d  d e f i n i t i o n s  as m a y  be n e c e s s a r y  to d e f i n e  n et i n come for tax 

purposes, but n e t  i n c o m e  so d e f i n e d  shall c o i n c i d e  as n e a r l y  as p o s s i b l e  

w i t h  the n e t  i n c o m e  d e f i n i t i o n  u s e d  b y  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  and m e a s u r i n g  ra t e  of return, a n d  shall be d e r i v e d  b e f o r e  any 

d e d u c t i o n s  f or i ncome taxes a c c rued or paid.

*  Sec. 8. A S  4 2 . 0 5 . 1 4 1  is a m e n d e d  to read;

Sec. 42.05.141. G E N E R A L  POTTERS A N D  D U T I E S  O F  T HE C O M M I S S I O N . 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  [MAY]

(1) m a y  r e g u l a t e  every p u b l i c  u t i l i t y  e n g a g e d  o r  p r o p o s i n g  to 

e n g a g e  i n  s u c h  a b u s i n e s s  i nside the state, e x c e p t  to the e x t e n t  

SCS C S H B  322 -8-
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e x e m p t e d  b y  sec. 711 of this chapter and the powers of the commission 

shall b e  l i b e r a l l y  cons t r u e d  to a c c o mplish its stated purposes;

(2) m a y  investigate, upo.n complaint or up o n  its own motion, 

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

f a c i l i t i e s  of a p u b l i c  u t i l i t y  and h o l d  hearings on them;

(3) m a y  m a k e  or r e q u i r e  just, fair and reasonable rates, 

c l a s s i f i c a t i o n s ,  regulations, practices, services and facilities for a 

p u b l i c  utility; t -

(4) m a y  p r escribe the s ystem of accounts a nd regulate the 

se r v i c e  and s a f e t y  of operations of a p ublic utility;

(5) m a y  require a p u blic u t i l i t y  to file reports and other 

i n f o r m a t i o n  a nd data;

(6) m a y  appear pe r s o n a l l y  or by counsel and represent the 

i n t e r e s t s  a n d  w e l f a r e  of the state in all matters and proceedings i n­

vo l v i n g  a p u b l i c  u t i l i t y  p e n d i n g  b e f o r e  an officer, department, board, 

c o m m i s s i o n  or court o f  the state or o f  another state or the United 

S t ates and to int e r v e n e  in, protest, resist, or advocate the granting, 

d e n i a l  o r  m o d i f i c a t i o n  of any petition, application, complaint or other 

proceeding;

(7) m a y  examine w i t n e s s e s  a nd offer evidence in any p r o c e e d­

ing a f f e c t i n g  the state and initiate or participate in judicial p r o­

cee d i n g s  to the extent n e c e s s a r y  to protect a nd promote the interests of 

the s t a t e ^

(8) shall p r o vide all re a s o n a b l e  assistance to the Department 

of R e v e n u e  in de t e r m i n i n g  the net income from natural gas pipeline 

f a c i l i t i e s .

lV Sec. 9. AS 42.05 is amended by adding a n ew section to read:

Sec. 42.05.502. C E R T I F I C A T I O N  OF INCOME TO DEPARTMENT OF REVENUE,

(a) U p o n  r e q u e s t  of a pipeline carrier the commission shall review the

-9- SCS CSHB 322



a c c o u n t s  of that c a r r i e r  a n d  p r o v i d e  a c e r t i f i c a t i o n  to the Dep a r t m e n t 

o f  R e v e n u e  e i t h e r  s t a t i n g  that to the b e s t  of the commission's k n o w l e d g e  

a n d  b e l i e f  the r e p o r t  o f  n e t  p i p e l i n e  i ncome s u b m i t t e d  b y  the carrier 

u n d e r  A S  43.§b.069 is in ac c o r d a n c e  w i t h  the commission's r egulations 

g o v e r n i n g  the a c c o u n t i n g  o f  income, o r  that it is n o t  so in accordance, 

in w h i c h  cas e  the c o m m i s s i o n  shall i d e n t i f y  the deficiencies in the 

r e p o r t  and, if possible, p r o v i d e  a r e p o r t i n g  o f  the true and correct
M

i n c o m e .

(b) T h e  c o m m i s s i o n  shall p r o v i d e  the c e r t i f i c a t i o n  of compliance 

o r  d e f i c i e n c y  in r e p o r t i n g  w i t h i n  45 days o f  the date o n  w h i c h  the p i p e­

li n e  c a r r i e r  r e q u e s t s  it, b u t  all c e r t i f i c a t i o n s  r e m a i n  subject to 

a m e n d m e n t  b y  the c o m m i s s i o n  for a p e r i o d  of th r e e  years after the due 

d a t e  o f  the t a x  r e t u r n  w h i c h  they accompany.

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

dur e s  a n d  d e f i n i t i o n s  as m a y  be n e c e s s a r y  to d e f i n e  net income for tax 

p u r p o s e s ,  but n e t  i n come so d e f ined shall c o i n c i d e  as n e a r l y  as p o s s i b l e 

w i t h  the n e t  i n c o m e  d e f i n i t i o n  u s e d  b y  the c o m m i s s i o n  in e s tablishing 

r a t e s  a n d  m e a s u r i n g  rat e  of return, and shall be d e r i v e d  b e f o r e  any 

d e d u c t i o n s  f or i n c o m e  taxes a c c r u e d  or paid.

* Sec. 10. T h i s  A c t  r e l a t e s  o n l y  to income e a r n e d  or r e c e i v e d  after 

D e c e m b e r  31, 1976.

*  Sec. 11. Thi s  A c t  takes effect J a n u a r y  1, 1978.
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Original sponsor: Rules Committee
by request of the Governor

Offered: 5/19/77
Referred: Finance

IN THE HOUSE BY THE RESOURCES COMMITTEE

SENATE CS F O R  CS F OR HOUSE BILL NO. 322 

IN THE LEGISLATURE OF THE STATE OF A L A S K A  

TENTH LEGISLATURE - FIRST SESSION 

A  BILL

For an Act entitled: "An Act relating to the A laska net income tax; and

providing for an effective date."

BE IT ENACTED BY T HE L EGISLATURE OF THE STATE OF ALASKA:

* Section 1. L EGISLATIVE FINDINGS A N D  INTENT. The legislature finds and 

declares that the m e t h o d  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 

extent of the business activities in this state of m u l t i -state corporations 

engaged in the production and pipeline transportation of crude oil and 

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

of section 18 of article IV of the M ulti-State T ax Compact (AS 43.19) which 

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

corporate income tax liability on income derived from the production and 

pipeline transportation of oil and gas and related activities. The l e g i s l a­

ture further intends that separate accounting shall result in the assessment 

of tax against multi-state corporations so that the tax paid by these c or­

porations will be commensurate wit h  the tax that would be paid by c o r p o r a­

tions owning and operating only the A l a skan assets of these m ulti-state 

c o r p o r a t 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 A l a s k a  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- SCS CSHB 322
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production, shall, notwithstanding sec. 65 of this chapter, be d e t e r­

mined by separate accounting under the authority of section 18 of 

article IV of the Multi-State Compact (AS A3.19.010) and in accordance 

wi t h  secs. 67 - 69 of this chapter.

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

Sec. 43.20.067. DETERMINATION OF OIL A ND NATURAL GAS PRODUCTION

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

and natural gas production in Alaska, as required under sec. 11(f) of 

this chapter, shall be calculated using gross income and deductions from 

gross income as defined in this section.

(b) Gross income from oil and gas production in A l a s k a  shall be 

the value of oil and gas produced as established for purposes of the oil 

and gas properties production tax, in accordance wit h  the provisions of 

ch. 55 of this title.

(c) Deductions from gross income 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 for which no prior d e d u c­

tion has been claimed for income tax purposes;

(3) property taxes actually paid by the corporation taxpayer 

on p r oducing property and facilities directly associated w i t h  producing 

property, including facilities for the gathering, treating and preparing 

of the oil or gas for shipment, provided the payments are made after the 

date of initial production of the property w i t h  wh i c h  they are a s s o c i a t e d ;

(4) the direct costs incurred by the corporation taxpayer in 

operating oil or gas fields, including the costs of gathering, treating 

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

for those services and not including indirect costs and overhead except 

as provided in (6) of this subsection;

SCS CSHB 322 -2-
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(5) depreciation on investments w h i c h  are associated w i t h  the 

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

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

including depreciation on interest capitalized at a rate not to exceed 

the average cost of borr o w e d  capital to the c orporation taxpayer during 

the year in w h i c h  it is capitalized and also including the a m o rtization 

of lease acquisition payments and property taxes pa i d  for or on p r o­

ducing properties before the commencement of p r o duction on the l e a s e­

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

(6) interest expense n ot capitalized, to the extent that it 

does not exceed a portion of total interest paid b y  the corporation, its 

subsidiaries and affiliates, determined by m u l t i plying total interest 

paid by a fraction, the numerator of wh i c h  is the book value of the 

corporation's fixed assets in and associated w i t h  the producing p r o p e r­

ties in Alaska a nd the denominator of wh i c h  is the boo k  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 c a l c u­

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

definition of facilities associated w i t h  the production, gathering, 

treating and preparing for shipment of oil and g a s , and other matters 

n e cessary to implement this section.

(e) Deductions from gross income under this section shall not 

include expenses previously deducted on a return filed under this 

chapter.

Sec. 43.20.068. DETERMINATION OF CRUDE OIL A N D  NATURAL GAS

-3- SCS CSHB 322
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P IPELINE T R A N S P O R T A T I O N  INCOME. (a) Taxable income attributable to the 

transportation of crude oil in interstate commerce in A laska shall be 

the sum of the amount reported to the Interstate Commerce Commission 

under the category "net balance transferred from income" as specified as 

of January 1, 1977 in 49 C F R  10 Part 1204, account 700 and of federal 

income taxes pa i d  as specified as of January 1, 1977 in 49 CFR 10 Part 

1204, accounts 670 a nd 695, and of taxes actually paid under sec. 11(e) 

of this chapter. A  tax return reporting that income shall be accompanied 

by a certification f r o m  the A laska Pipeline Commission to the effect 

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

calculation has been ma d e  in accordance w i t h  the principles established 

by the Interstate Commerce Commission, or, if in the opinion of the 

commission, the income is not repor t e d  in accordance wit h  the regulations 

of the Interstate Commerce Commission, then a statement to that effect, 

identifying the deficiencies of the report and, if possible, providing a 

reporting of the true and correct income.

(b) Taxable income attributable to the transportation of natural 

gas in interstate commerce in A l a s k a  shall be the sum of the amount 

reported to the Federal Power Commission under the category "balance 

transferred from income" as specified in 18 CFR 1, Part 201, account 

433 and of federal income taxes pai d  as specified as of January 1, 1977 

in 18 CFR 1, Part 201, accounts 409, 409.1, 409.2 and 409.3, and of 

taxes actually paid under sec. 11(e) of this chapter. A  tax return 

reporting that income shall be a ccompanied by a certification from the 

A l a s k a  Public Utilities Commission to the effect that to the best of the 

commission's k n owledge and belief the income calculation has been made 

in accordance w i t h  the principles established by the Federal Power 

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

reported in accordance wit h  the regulations of the Federal Power

SCS CSHB 322 -4-
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Commission, then a statement to that effect, identifying the deficiencies 

of the report and, if possible, p r oviding a reporting of the true and 

correct income.

(c) Taxable income attributable to the transportation of crude oil 

in A laska of any corporation not under Interstate Commerce Commission 

jurisdiction, or of a corporation under the Interstate Commerce C o m m i s­

sion but not reporting the o peration of pipelines in A laska separately 

from the operation of pipelines elsewhere, shall be an amount equal to 

that w h i c h  w o u l d  have been repor t e d  to the Interstate Commerce Commission 

under (a) of this section had the corporation been, in fact, under 

Interstate Commerce Commission jurisdiction for the taxable year and 

required to report on the o peration of Alaska pipelines separately from 

the operation of pipelines elsewhere. A  tax return reporting that 

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 by the Interstate Commerce Commission, or, if in 

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

w i t h  the regulations of the Interstate Commerce Commission, then a 

statement to that effect, identifying the deficiencies of the report 

and, if possible, providing a reporting of the true and correct income.

(d) Taxable income attributable to the transportation of natural 

gas in Alaska by any corporation not under the jurisdiction of the 

Federal Power Commission, or of a corporation under Federal Power C o m m i s­

sion jurisdiction but not reporting the operation of A l aska pipelines 

separately from the operation of pipelines elsewhere, shall be an amount 

equal to that which would have been reported to the Federal Power C o m m i s­

sion under (b) of this section had the corporation been, in fact, under 

Federal Power Commission jurisdiction for the taxable year and required

-5- SCS CSHB 322
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to report on the operation of Alaska pipelines separately from the o p e r a­

tion of pipelines elsewhere. A  tax return reporting that income shall 

be accompanied by a certification from the A l aska Public Utility C o m m i s­

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

belief the income calculation has bee n  m a d e  in accordance wit h  the 

principles established by the Federal Power Commission, or, if in the 

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

the regulations of the Federal Power Commission, then a statement to 

that effect, identifying the deficiencies of the report and, if possible, 

p roviding a reporting of the true and correct income.

(e) The certifications of the A laska Pipeline Commission and the 

A l a s k a  Public Utilities Commission submitted in accordance with this 

section do not prejudice any future action by the respective commission 

nor prevent the respective commission from submitting a revised c e r t i­

fication w i t h i n  three years of the due date of the tax return in support 

of w h i c h  it was originally filed.

(f) Nothing in this section or in sec. 67 of this chapter limits a 

corporate taxpayer's right to appeal or the taxpayer remedies provided 

under ch. 5 of this title.

Sec. 43.20.069. DETERMINATION OF INCOME FR O M  OTHER ACTIVITIES OF 

CORPORATIONS ENGAGED IN OIL O R  NATURAL GAS PRODUCTION O R  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. 67 and 68 of this chapter from the c o r p o r a­

tion's combined net income and applying the apportionment formula 

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

both the numerator and the denominator of the property factor and the 

payroll factor shall be calculated w i t hout reference to payroll or 

property related to crude oil or natural gas production or pipeline

SCS CSHB 322 -6-



I

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.

transportation activity in Alaska, and the sales factor shall not be 

used in the calculation.

Sec. 43.20.070. 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 

A l a s k a  income tax paid by firms and individuals covered under this

chapter and itemized deductions by category.

* Sec. 4. AS 43.20 is amended by adding a n e w  section to read:

Sec. 43.20.075. BOOKS AND RECORDS. The department may provide by 

regulation the manner in which books and records must be kept and m a i n­

tained for purposes of determining gross income and deductions from 

gross income under secs. 67 - 69 of this chapter.

*  Sec. 5. AS 43.20.335 i.9 amended by adding new subsections to read:

(k) A n y  person who improperly influences, or attempts to 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 values and 

apportionments under this chapter is guilty of bribery and punishable 

under AS 11.30.040.

(1) A ny person who knowingly and wilfully makes false statements 

or representations, or who 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 upon conviction by a 

fine of three times the amount of the tax that would have bee n  unpaid 

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

less than 10 days nor more than one year.

* Sec. 6. AS 42.06.140 is amended by adding a n ew paragraph to read:

(11) shall provide all reasonable assistance to the

-7- SCS CSHB 322



Department of Revenue in determining the n et income from oil pipeline 

f a c i l i t i e s .

* Sec. 7. AS 42.06 is amended by adding a n e w  section to read:

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

(a) Up o n  request of a pipeline carrier the commission shall r eview the 

accounts of that carrier a nd 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 43.20.069 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 w h 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 commission shall provide the certification of compliance 

or deficiency in reporting w i t h i n  45 days of the date on wh i c h  the p i p e­

line carrier requests it, b ut all certifications remain subject to 

amendment b y  the commission for a period of three years after the due 

date o f  the tax return w h i c h  they accompany.

(c) T he commission m a y  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 definition used by the commission in establishing 

rates and m e asuring rate of return, and shall be derived before any 

deductions for income taxes accrued or paid.

* Sec. 8. AS 42.05.141 is amended to read:

Sec. 42.05.141. GENERAL POWERS A N D  DUTIES OF THE COMMISSION. The 

A l a s k a  Public Utilities Commission [MAY]

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

engage in such a business inside the state, except to the extent
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exempted by sec. 711 of this chapter and the powers of the commission 

shall be liberally construed to accomplish its stated purposes;

(2) m ay investigate, upon complaint or upon its o wn motion, 

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

facilities of a public utility and ho l d  hearings on them;

(3) m a y  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) m a y  appear personally or by counsel and represent the 

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

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

commission or court of the state or of another state or the U n ited 

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

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

p r o c e e d i n g ;

(7) m a y  examine witnesses and offer evidence in any p r o c e e d­

ing affecting the state and initiate or participate in judicial p r o­

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 

f a c i l i t i e s .

* Sec. 9. AS 42.05 is amended by adding a n ew section to read:

Sec. 42.05.502. CERTIFICATION OF INCOME TO DEPARTMENT OF REVENUE,

(a) Upon request of a pipeline carrier the commission shall review the

-9- SCS CSHB 322
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accounts of that carrier a nd provide a certification to the Department 

of Revenue either stating that to the best of the commission's k nowledge 

and b elief the report of net pipeline income submitted by the carrier 

under AS 43.20.069 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 w h i c h  case the commission shall identify the deficiencies in the 

report and, if possible, provide a r e porting of the true and correct 

i n c o m e .

(b) The commission shall p r o vide the certification of compliance 

or deficiency in reporting 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 

amendment b y  the commission for a p e r i o d  of three years after the due 

date of the tax r eturn w h i c h  they accompany.

(c) T he commission m a y  b y  r e g u lation establish accounting p r o c e­

dures and definitions as m a y  be nec e s s a r y  to define net income for tax 

purposes, but net income so defined shall coincide as n early as possible 

w i t h  the net income definition used b y  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 a c c rued or paid.

* Sec. 10. This Act relates on l y  to income earned or received after 

)ecember 31, 1976.

* Sec. 11. This A ct takes effect J a n u a r y  1, 1978.
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IN THE HOUSE BY THE RESOURCES COMMITTEE

CS FOR HOUSE EILL NO. 323 

IN THE LEGISLATURE OF THE STATE OF .ALASKA 

TENTH LEGISLATURE - FIRST SESSION 

A  BILL

For an Act entitled: "An Act relating to the oil and gas exploration, pro­

duction, and pipeline and marine transportation proper­

ty tax; and providing for an effective date.”

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

*  Section 1. AS 43.56.010(d) is amended to read:

(d) A  tax paid to a municipality under AS 29.53.045 on or before 

June 30 of the tax year shall be credited against the tax levied under

(a) of this section for that tax year. If, however, a tax Is not paid 

to a municipality until after June 30 of the taxable year, the depart­

ment upon application shall refund to the taxpayer the amount of tax 

paid to the municipality under AS 29.53.045. The credit or refund of 

taxes paid to a municipality may not exceed the total amount of tax 

levied by the department upon the taxpayer for the tax year, under (a) 

of this section. Current property taxes which are collected by one or 

more municipalities under AS 29.53.055 or any other authority which

exceed the limitations set out in AS 29.53.045 or 29.53.050 are not 

allowed as a credit against, or refund of. the tax levied under this

section. The credit or refund is only allowed for taxes paid for the 

current tax year.
■- • l ... ■ ... j - " • , . * . • •• ..

*  Sec. 2. AS 43.56.060(e)(2) is amended to read:

(2) determined on each January 1 thereafter with due regard 

to the economic value of the property based on the estimated life of the 

proven reserves of gas or unrefined oil then technically, economically 

and legally deliverable into the transportation facility; [HOWEVER, IF
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THE PROVEN RESERVES OF GAS OR UNREFINED OIL THEN TECHNICALLY, ECONOMI­

CALLY AND LEGALLY DELIVERABLE INDICATE A N  ECONOMIC LIFE MATERIALLY 

SHORTER THAN THE ESTIMATED PHYSICAL LIFE OF THE TRANSPORTATION FACILITY, 

THE FULL AND TRUE VALUE IS THE ACTUAL COST REDUCED BY AN ANNUAL ALLOW­

ANCE FOR DEPRECIATION ON A  STRAIGHT LINE BASIS OVER AN ECONOMIC LIFE 

BASED ON THE ACTUAL ELAPSED LIFE FROM THE COMMENCEMENT OF FULL OPERATION 

TO THE DATE OF ASSESSMENT PLUS THE ESTIMATED REMAINING LIFE OF THE 

PROVEN RESERVES OF GAS AND UNREFINED OIL THEN TECHNICALLY, ECONOMICALLY 

AND LEGALLY DELIVERABLE INTO THE TRANSPORTATION FACILITY AS OF THE DATE 

OF THE ASSESSMENT;]

* Sec. 3. AS 43.56.210(6) is amended to read:

(6) "taxable property" means real and tangible personal pro­

perty within thia state used or committed by contract or other agreement 

for use [WITHIN THIS STATE] primarily In the exploration for, production 

of, or pipeline transportation of gas or unrefined oil (except for pro­

perty used solely for the retail distribution or liquefaction of natural 

gas ) , or in the operation or maintenance of facilities used in the ex­

ploration for, production of, or pipeline transportation of gas or un­

refined oil, including machinery, appliances, supplies, equipment, j

drilling rigs, wells (whether producing or not), gathering lines and 

transmission lines, pumping stations, compressor stations, power plants, 

topping plants, processing units, roads, tank farms, tanker terminals, 

docks and other port facilities, air strips and communication equipment
' ! -•* I

and facilities, maintenance equipment and facilities, and maintenance
V. -

camps and other related facilities; "taxable property" does not include
\ . . - . I

permanent residences, office buildings requiring substantial local 

government services, or gas pipeline systems operated as utilities and

Commission;regulated by the 

*  Sec. 4.



.  m ■ m' ■■ ' :

(b) A  municipality may levy and collect a tax on the full and true 

value of taxable property taxable under AS 43.56 as valued by the 

Department of Revenue at a  rate not to exceed that which produces an 

amount of revenue from the total municipal property tax equivalent to 

$1,500 a year for each person residing within its boundaries. The 

commissioner of revenue shall adjust the limitation provided for in this 

section in accordance with changes in the Consumer Price Index for 

Anchorage. Alaska, published by the Bureau of Labor Statistics. United 

States Department of Labor. The adjusted limitation becomes effective 

on the January 1 following its adjustment and applies to taxes levied 

for that tax year. The Consumer Price Index for October 1976 is con­

sidered the initial Consumer Price Index. In making the adjustments 

under this section, the commissioner shall comply with the following 

procedure:

(1) after November 30 and before December 31 of each year the 

commissioner shall calculate the change in the October Consumer Price 

Index for the current year from the October Consumer Price Index for the 

previous year;

(2) the commissioner shall then

(A) compute the percentage increase or decrease for that

period and

(B) adjust the most current limitation set out in this 

section by the same percentage increase or decrease, rounded to the

nearest dollar;

(3) and report the adjusted limitation to each municipality 

by January 15 of the following year.

*  Sec. 5. AS 29.53.050(b) is amended to read:

(b) No municipality, or combination of municipalities occupying 

the same geographical area, in whole or in part, may levy taxes <1)

COMMITTEE COPY -3* CSHB 323
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A
which will result in tax revenues from all sources exceeding $1,500 

[$1,000] a year, as adjusted in accordance with (c) of this section

for each person residing within their houndar5.es or (2) upon values

municipality, exceed the product of 225 per cent of the average per 

capita assessed full and true value of property in the state multiplied 

by the number of residents of the taxing municipality. If two or more 

municipalities occupying the same geographical area, in whole or in 

part, attempt to levy a tax (1) the combined levy of which would result
• ■* , . ‘ •  : 1 * ' ..V '  -.*• • | «*• S '  ‘ ‘ ‘ * ”

in tax revenues from all sources exceeding $1,500 [$1,000] a year, as 

adjusted in accordance with (c) of this section, for each person re­

siding within their boundaries or (2) upon value which, when combined 

with the value of property otherwise taxable by the municipality, exceed 

the product of 225 per cent of the average per capita assessed full and 

true value of property in the state multiplied by the number of resi­

dents of the taxing municipality, the commissioner of community and 

regional affairs shall apportion the lawful levy and equitably divide 

these revenues on the basis of need, services performed and other 

considerations in the public interest. For the purpose of this subsec­

tion, population shall be determined by the commissioner of community 

and regional affairs based on the latest statistics of the United States 

Bureau of the Census or on other reliable population data. For purposes 

of this subsection the average per capita assessed full and true value 

of property in the state shall be calculated without regard to the 

assessed value of taxable property under AS 43.58.

*  Sec. 6. AS 29.53.050 is amended by adding a new subsection to read:

(c) The commissioner of revenue shall adjust the $1,500 per 

person per year limitation provided for in (b) of this section in
'V' •' .'v}( >V . . " •' ... . • •. •

accordance with changes in the Consumer Price Index for Anchorage,

which, when combined with the value of property otherwise taxable by the

CSHB 323 4
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Alaska, published by the Bureau of Labor Statistics, United States
•-* • ’ • *  * . •  v* ' .*»•

Department of Labor. The adjusted limitation becomes effective on the 

January 1 following its adjustment and applies to taxes levied for that 

tax year. The Consumer Price Index for October 1976 is considered the 

initial Consumer Price Index. In making the adjustments under this 

section, the commissioner shall comply with the following procedure:

<1) after November 30 and before December 31 of each year the 

commissioner shall calculate the change in the October Consumer Price 

Index for the current year from the October Consumer Price Index for the 

previous year;

(2) the commissioner shall then

(A) compute the percentage increase or decrease for that

period and

(B) adjust the most current limitation set out in this 

section by the same percentage increase or decrease, rounded to the 

nearest dollar;

(3) and report the adjusted limitation to each municipality 

by January 15 of the following year.

* Sec. 7. This Act is retroactive to January 1, 1977.

*  Sec. 8. This Act takes effect immediately in accordance with AS 01.10.- 

070(c).
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BY  T H E  R U L E S  C O M M I T T E E  B Y  
B E Q U E S T  O F  T H E  G O V E R N O RIN T H E  H O U S E

H O U S E  BILL NO.

II? T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  A L A S K A  

T E N T H  L EGISLATURE - F I R S T  SESSION  

A  B I L L

For a n  A c t  entitled: "An A c t  r e l a t i n g  to the oil a n d  gas exploration,

production, a n d  p i p e l i n e  and m a r i n e  t r a n sportation 

pr o p e r t y  tax; a n d  p r o v i d i n g  for a n  e f f e ctive date." 

BE I T  E N A C T E D  B Y  T H E  L E GISLATURE O F  T H E  S TATE O F  ALASKA:

*  S e ction 1. AS 43.56.010(d) is a m e n d e d  to read:

CH A P T E R  56. O I L  A N D  GAS EXPLORATION, P R O D U C T I O N ^

A N D  PIPEL I N E  A N D  M A R I N E  TRANS P O R T A T I O N  P R O P E R T Y  TAXES.

(d) A  tax p a i d  to a m u n i c i p a l i t y  u n d e r  AS 29.53.045 o n  or b e f o r e
i

June 30 o f  the tax year shall be c r e d i t e d  against the tax levied u n d e r

(a) of this section for that tax year. If, however, a t a x  is n o t  p a i d  

to a  m u n i c i p a l i t y  until after June 30 o f  the taxable year, the d e p a r t­

me n t  u p o n  a pplication shall r e f u n d  to the taxpayer the amount o f  tax 

p a i d  to the m u n i c i p a l i t y  u n d e r  AS 29.53.045. The c r e d i t  or r e f u n d  o f  

taxes paid to a m u n i c i p a l i t y  m a y  n o t  e x c e e d  the total a m o u n t  o f  tax 

levied b y  the department u p o n  the t a x payer f o r  the tax year, tinder (a) 

o f  this section. Current p r o p e r t y  taxes w h i c h  are c o l l e c t e d  b y  one or 

m o r e  m u n i c ipalities u n d e r  A S  29.53.055 o r  a n y  other a u t h o r i t y  w h i c h  

e x c e e d  t h e  limitations set o u t  in A S  29.53.045 o r  A S  2 9 . 5 3.050 are n o t

a l l o w e d  as a  c r e d i t  against, or refund of, the tax l e v i e d  u n d e r  this 

section. The credit o r  r e f u n d  is o n l y  a l l o w e d  for taxes p a i d  for the

c u rrent tax year.

* Sec. 2. A.S 4 3 . 5 6 . 0 6 0 (*0 is a m ended to read:

Sec. 43.56.060. ASSESSMENT, (a) T h e  depart m e n t  shall assess 

p r o p e r t y  for t h e  tax levied u n d e r  sec. 10(b) of this c h a p t e r  a n d  AS
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29.53.045 on property used or committed by contract or other agreement 

for use for the pipeline transportation of gas or unrefined oilx  [OR] 

for the production of gas or unrefined o i l , for refining of gas or 

unrefined oil, or for the processing, liquefaction, or manufacture of 

natural gas or oil products at its full and true value as of January 

1 of the assessment year. The department shall assess property for 

the tax levied under sec. 10(b) of this chapter and AS 29.53.045 on 

property used or committed by contract or other agreement for use in 

the marine transportation, of gas or unrefined oil during any portion 

of the previous calendar year at its full and true value as of January

1 of the previous calendar year as apportioned under sec. 65 of this 

chapter.

* Sec. 3. AS 43.56.060(d)(2) is amended to read;

(2) determined on each January 1 thereafter with due regard 

to the economic value of the property based on the estimated life of 

the proven reserves of gas or unrefined oil then technically, econom­

ically and legally deliverable into the transportation facility; 

[HOWEVER, IF THE PROVEN RESERVES OF GAS OR UNREFINED OIL THEN TECHNI­

CALLY, ECONOMICALLY AND LECALLY DELIVERABLE INDICATE AN ECONOMIC LIFE 

MATERIALLY SHORTER THAN THE ESTIMATED PHYSICAL LIFE OF THE TRANSPORTA­

TION FACILITY, THE FULL AND TRUE VALUE IS THE ACTUAL COST REDUCED BY 

AN ANNUAL ALLOWANCE FOR DEPRECIATION ON A  STRAIGHT LINE BASIS OVER AN 

ECONOMIC LIFE BASE!) ON THE ACTUAL ELAPSED LIFE FROM THE COMMENCEMENT 

OF FULL OPERATION TO THE DATE OF ASSESSMENT PLUS THE ESTIMATED REMAIN- 

INC- LIFE OF THE PROVEN RESERVES OF GAS AND UNREFINED OIL THEN TECHNI­

CALLY,, ECONOMICALLY AND LEGALLY DELIVERABLE INTO THE TRANSPORTATION 

FACILITY AS OF THE DATE OF THE ASSESSMENT;]

* Sec. 4. AS 4 3 . 5 6 . 0 6 0  Is amended by adding new subsections to read:
■ * • * ■ ' * •

(h) The full and true value of taxable property used or committed
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by contract or other agreement for the refining of gas or unrefined 

oil or in the processing, liquefaction or manufacture of gas or oil 

products is determined on the basis of replacement cost less deprecia­

tion based on the useful life of the property.

(i) The full and true value of taxable property used or 

committed by contract or other agreement for the marine transportation 

of gas or unrefined oil is determined on the basis of replacement cost 

less depreciation based on the useful life of the property as apportioned 

under sec. 65 of this chapter.

* Sec. 5. AS A3.56 is amended by adding a new section to read:

Sec. AS 43.56.065. METHOD OF APPORTIONMENT, (a) The full and 

true value of the taxable marine transportation property shall be 

apportioned to this state by multiplying that value by the days-spent- 

in-port apportionment fraction. The numerator of the fraction i s the 

number of days spent in ports within the state loading or unloading 

gas or unrefined oil, and the denominator of the fraction is the 

number of days spent in ports both within the state and outside the 

state loading or unloading gas or unrefined oil.

(b) For purposes of this section,

(1) "days spent in port*’ does not include periods when 

ships are tied up because of strikes or withheld from service for 

repairs, or because of seasonal reduction of service; days spent 

in a port shall be computed by dividing the total number of hours in 

that port by 24 and rounding to the nearest day;

(2) "port” includes a tanker terminal, dock, moorage, 

another vessel or any other facility, fixed or floating, from which 

gas or unrefined oil is loaded or unloaded.

* Sec. 6. AS 43.56.070 is amended by adding a new subsection to read:

(c) For purposes of this section, a return reporting marine

COMMITTEE COPY -3- 1
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transport::tion values and days-spent-in*port information for the 

previous calendar year shall be submitted to the department on a date 

specified by regulation.

* Sec. 7. AS 43.56.210(6) is amended to read:

property within this state used or committed by contract or other 

agreement for use [WITHIN THIS STATE] primarily in the exploration 

for, production of, [OR] pipeline transportation of, refining of. 

gas or unrefined oil, or in the processing, liquefaction or manufacture 

of natural gas or oil products, including [(EXCEPT FOR] property used 

[SOLELY] for the liquefaction [RETAIL DISTRIBUTION OR LIQUEFACTION] of 

natural gas [)Jf or in the operation or maintenance of facilities used 

in the exploration for, production of, [OR] pipeline transportation 

o f , refining of, gas or unrefined o i l , or in the processing, liquefac­

tion or manufacture of natural gas or oil products, including machinery, 

appliances, supplies, equipment, drilling rigs, wells (whether producing 

or not), gathering lines and transmission lines, pumping stations, 

compressor stations, power plants, topping plants, processing units, 

refineries and refining equipment, gas processing plants and equip­

ment. liquefied natural gas facilities, roads, tank farms, tanker ter­

minals, docks and other port facilities, air strips and communication 

equipment and facilities, maintenance equipment and facilities, and 

maintenance camps and other related facilities; "taxable property" 

also means property used or committed by contract or other agreement 

for use primarily in the marine transportation of gas or unrefined oil 

including tankers, all classes of crude carriers, ships, barges or 

other marine vessels used in connection with the transportation of gas 

or unrefined oil; "taxable property" does not include permanent resi-i __ " i ■ i r . -■ i -i r
.7 . 1 • _ . r> ’ • * •• . ' • •

dences, office buildings requiring substantial local government services,

(6) "taxable property" means real and tangible personal
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property used for retail distribution of gaa, oil or oil products, or 

gas pipeline systems operated as utilities and regulated by the Alaska 

Public Utilities Commission;

* Sec. 8. AS 29.53.045(b) is amended to read:

(b) A  municipality may levy and collect a tax on the full and 

true value of taxable property taxable under AS 43.56 as valued by the 

Department of Revenue at a rate not to exceed that which produces an 

amount of revenue from the total municipal property tax equivalent to 

$1,500 a year for each person residing within its boundaries. The 

commissioner of revenue shall adjust the limitation provided for in 

this section in accordiance with changes in the Consumer Price Index 

for Anchorage, Alaska, published by the Bureau of Labor Statistics, 

United States Department of Labor. The adjusted limitation becomes 

effective on the January 1 following its adjustment and applies to 

taxes levied for that tax year. The Ccnsumer Price Index for October 

1976 .Is considered the initial Consumer Price Index. In making the 

adjustments under this section, the commissioner shall comply with the 

following procedure:

(1) after November 30 and before December 31 of each year 

the commissioner shall calculate the change in the October Consumer 

Price Index for the current year from the October Consumer Price Index 

for the previous year;

(2) the commissioner shall then

(A) compute the percentage Increase or decrease for 

that period and

(B) adjust the most current limitation set out in this 

section by the same percentage increase or decrease, rounded to 

the nearest dollar;

(3) and report the adjusted limitation to each municipality

COMMITTEE COPY '5‘
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by January 15 of the following year.

*  Sec. 9. AS 29.53.050(b) Is amended to read:

(b) No municipality, or combination of municipalities occupying

[$1,000] a year, as adjusted in accordance with (c) of this section, 

for each person residing within their boundaries or (2) upon values 

which, when combined with the value of property otherwise taxable by 

the municipality, exceed the product of 225 per cent of the average 

per capita assessed full an * true value of property in the state 

multiplied by the number of residents of the taxing municipality. I f  

two or more municipalities occupying the same geographical area, in 

whole or In part, attempt to levy a tax (1) the combined levy of which 

would result in tax revenues from all sources exceeding $1,500 

[$1,000] a year, as adjusted in accordance with (c) of this section, 

for each person residing within their boundaries or (2) upon value 

which, when combined with the value of property otherwise taxable by 

the municipality, <ncceed the product of 225 per cent of the average

per capita assessed full and true value of property in the state

multiplied by* the number of residents of the taxing municipality, the 

commissioner of community and regional affairs shall apportion the 

lawful levy and equitably divide these revenues on the basis of need, 

services performed and other considerations in the public interest.

For the purpose of this subsection, population shall determined by 

the commissioner of community and regional affairs based on the latest 

statistics of the United States Bureau of the Census or on other 

reliable population data. For purposes of this subsection the average

per capita assessed full and true value of property in the state shall

be calculated without regard to the assessed value of taxable property

the same geographical area, in whole or in part, may levy taxes (1) 

which will result in tax revenues from all sources exceeding $1,500

- 6 COMMITTEE 
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u n d e r  A S  43.58.

*  Sec. 10. A S  .29.53.050 Is a m ended b y  a d d i n g  a n e w  s u b s e c t i o n  to read:

(c) T h e  commissioner o f  r e v enue shall a djust the $1,500 p e r  

p e r s o n  p e r  year limitation p r o v i d e d  for in (b) o f  this section in 

ac c o r d a n c e  w i t h  chanf.es in the Consumer P r i c e  Index for Anchorage, 

Alaska, p u b l i s h e d  b y  the B ureau o f  Labor Statistics, United States 

D e p a r t m e n t  o f  Labor. The adjusted limitation becomes effective o n  the 

J a n u a r y  1 following its adjustment a n d  applies to taxes levied for 

that t a x  year. T h e  Consu m e r  Price Index for O c t o b e r  1976 is considered  

the initial Consu m e r  Price Index. In m a k i n g  the adjustments under 

this section, the commissioner shall c o m p l y  w i t h  the following procedure

(1) a f t e r  N o v ember 30 a n d  b e f o r e  D e c e m b e r  31 o f  each y e a r  

the c o m m i s s i o n e r  shall calculate the change in the O c tober Consumer 

P rice Index for the current year from the O c t o b e r  C o n sumer Price Index 

for the previous year;

(2) the commii>sioner shall then

(A) compute the percen t a g e  increase o r  decrease for 

that p e r i o d  and

(B) a djust the xaost current limitation set out in this 

s e ction b y  the same p ercentage increase or decrease, roxxnded to 

the n e a r e s t  dollar;

(3) a n d  report the adjusted l i m i t a t i o n  to e a c h  m u n i c i p a l i t y  

b y  J a n u a r y  15 o f  the following year.

*  Sec. 11. If a p r o v i s i o n  o f  this A c t  r e l a t i n g  to taxation o f  m a r i n e  

:ransportation p r o p e r t y  o r  any other p r o v i s i o n  o f  this Act is h e l d  invalid 

>r unenforceable, It is the intent o f  the legis l a t u r e  that the invalidity
- . * ** • . ‘‘y

)T u n e n f o r c e a b i l i t y  o f  that p r o v i s i o n  does n o t  a f f e c t  the v a l i d i t y  or e n­

forceability o f  a n y  o t h e r  provision o f  this Act.

*  Sec. 12. T h i s  A c t  is retroactive to J a n u a r y  1, 1977, except that

C O M M I T T E E  C O P Y
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m a r i n e  t r a n s p o r t a t i o n  p r o p e r t y  shall be a s s e s s e d  i n  a c c o r d a n c e  w i t h  A S  

43.56.060(a) f o r  t h e  first t i m e  i n  1978 u n d e r  t h e  a s s e s s m e n t  a n d  c o l l e c t i o n
• ; * • •• • ■» ‘j- . ; • . ,• *•' • -i'-*' " s ■ • * * . J

proced u r e s  set o u t  in A S  43.56 b i s e d  u p o n  its a p p o r t i o n e d  v a l u e  during 

1977.

*  Sec. 13. T h i s  A c t  takes effect i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS 

01.10.070(c).

>• -  r
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M a r c h  3, I D 77

T he H o n o r a b l e  H u g h  M a l o n e  
Sp e a k e r  o f  the House 
A l a s k a  S t a t e  Legisl a t u r e  
Juneau, A l a s k a  99811

D e a r  Mr. Speaker:

Under the a u t h o r i t y  of art. Ill, sec. 13 of the A l a s k a  
Constitution, a n d  in accordance w i t h  AS 24.30.060(b) 
and the U n i f o r m  Rules o f  the A l a s k a  State Legislature, 
I a m  t r a n s m i t t i n g  a bill r e l a t i n g  to the oil and gas 
exploration, production, and p i p e l i n e  and m arine  
t r a n s p o r t a t i o n  p r o p e r t y  tax.

The D e p a r t m e n t  of Revenue has r e c e n t l y  c o m p leted its 
s t u d y  of A l a s k a ' s  o i l  and gas t a x  structure and has 
m a d e  several recommendations. One set of r e c o m­
men d a t i o n s  d e a l t  w i t h  the state's 20-mill p r o perty tax 
imposed b y  A S  43.56. This b i l l  w o u l d  implement that 
set o f  recommendations.

The bill c o r r e c t s  four p r o b l e m  areas in the current 
p r o p e r t y  tax: the omission o f  c e r t a i n  important kinds
of o i l - a n d - g a s - r e l a t e d  proper t i e s  f r o m  the definition  
o f  t a x able property; p r e s e n t  u n c e r t a i n t y  about h o w  
p i p e l i n e s  should b e  valued? the static n a t u r e  of the 
$1500 p e r - c a p i t a  limitation o n  m u n i c i p a l  taxation, and 
the e xtent to w h i c h  munic i p a l  p r o p e r t y  tax payments 
should b e  a l l o w e d  as credits against the state tax.
The b i l l ' s  features are d e s c r i b e d  below:

S e c t i o n  1 o f  the bill m a k e s  clear t h a t  taxes paid to 
m u n i c i p a l i t i e s  w h i c h  exceed the statutory limitations  
in A S  2 9 . 5 3.045 and 29.53.050 are n o t  c reditable 
a g a i n s t  t h e  state tax.

S e c t i o n  3 o f  the b i l l  r e moves the c u r r e n t  u n certainty  
on  p i p e l i n e  v a l u a t i o n  b y  ensur i n g  that p i p e l i n e s  w i l l  
b e  v a l u e d  o n  the basis of their full and true value



with due regard to their economic value. This will 
eliminate the possibility of pipelines being valued 
under the depressed valuation method of actual cost 
depreciated.

S e c t i o n  4 o f  the b i l l  d e f i n e s  full a n d  t r u e  v a l u e  of 
pr o p e r t y  u s e d  in r e f i n i n g  o r  l i q u e f y i n g  o f  gas o r  oil 
as r e p l a c e m e n t  c o s t  less depreciation. It also d e fines  
t he v a l u e  of t a xable m a r i n e  trsinsportation property.

S e c t i o n  7 adds n e w  categories o f  t a xable p r o p e r t y  
inclu d i n g  oil refineries, gas p r o c e s s i n g  p l a n t s  and 
l i q u e f i e d  n a tural gas facilities. This w i l l  m e a n  
g r e a t e r  r e v e n u e s  to the state f r o m  t h e s e  i m p o rtant oil 
and gas properties.

S e c t i o n  8 and 9 of the bill tie the $1500 p e r  capita 
m u n i c i p a l  limita t i o n  to the A n c h o r a g e  c o s t - o f - l i v i n g  
i n d e x  in o r d e r  that the l i m i t a t i o n  w o u l d  i n c rease over 
time as i n f l ation raises the cost to m u n i c i p a l i t i e s  of 
p r o v i d i n g  services to its residents.

In addition, S e c tions 2, 4, 5, 6, a n d  7 are aimed at 
a m e n d i n g  the r e l e v a n t  provisions o f  AS 43.56 to p r ovide  
for the t a x a t i o n  of m a r i n e  t r a n s p o r t a t i o n  p r o p e r t y  
(i.e. tankers) on an apport i o n e d  b a s i s  d e t e r m i n e d  by 
the n u m b e r  o f  d a y s  spent o n  parts l o ading and u n l o a d i n g  
gas and u n r e f i n e d  oil divided, by the total n umber of 
d a y s - s p e n t - i n - p o r t s  everywhere. A l t h o u g h  these p r o­
visi o n s  r a i s e  close and difficult quest i o n s  o f  c o n s t i­
tutio n a l  l a w  r e g a r d i n g  the a b i lity o f  the state and 
m u n i c i p a l i t i e s  to impose a n  ad v a l o r e m  p r o p e r t y  t a x  on 
su c h  v e s s e l s  in light of the t r a d i t i o n a l  a p p l i c a t i o n  of 
the "home port" doctrine, it is the v i e w  o f  the D e p a r t­
me n t  o f  L a w  that these v e s s e l s  have s u f f icent nexus 
w i t h  the state to bring t h e m  w i t h i n  the c o n s titutional 
p a r a m e t e r s  o f  the state's taxing power.

Sincerely,

J a y  S., H a m m o n d
G o v e r n o r



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

FISCAL N O T E

R E Q U E S T
Bill/Resolution No.
Title O i l  a n d  G a s  E x p l o r a t i o n ,  P r o d u c t i o n  a n d  P i p e l i n e  P r o p e r t y  T a > 
Requested by______________________________________________________________ Date_______________

II. F I S C A L  D E T A I L
Agency Affected D e p a r t m e n t  o f  R e v e n u e
Program Category Affected P e t r o l e u m  R e v e n u e  D i v i s i o n  

Budget Request Unit(s) Affected_______________________________

EXPENDITURES

FY 77 FY 78 FY 79 F Y  80 FY 81 F Y  82
100 PERSONAL SERVICES *

7 0 0 TRAVEL
300 CONTRACTUAL l u  , 0 0 0 . 1 0 , 0 0 0 . 1 0 , 0 0 0 . 1 0 , 0 0 0 . 1 0 , 0 0 0 ,
400 COMMODITIES
500 EOUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC.

TOTAL 1 0 , 0 0 0 . 1 0 , 0 0 0 . 1 0 , 0 0 0 , 1 0 , 0 0 0 . 1 0 , 0 0 0 .

FUNDING

GENERAL FUND 1 0 , 0 0 0 . 1 0 , 0 0 0 . 1 0 , 0 0 0 . 1 0 , 0 0 0 . 1 0 , 0 0 0 ,
FEDERAL FUNDS
OTHER (Specify)

POSITIONS

FULL TIME
PART TIME
TEMPORARY

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

T h e  i n c l u s i o n  o f  t h e  n e w  c a t e g o r i e s  o f  t a x a b l e  p r o p e r t y  i n c l u d i n g  
m a r i n e  t r a n s p o r t a t i o n  p r o p e r t y ,  L N G  f a c i l i t i e s  a n d  r e f i n e r i e s  
w o u l d  r e q u i r e  a d d i t i o n a l  a m o u n t s  o f  c o n t r a c t u a l  f u n d s  f o r  

p r o f e s s i o n a l  a p p r a i s a l  s e r v i c e s .

IV. DATE
M a r c h  7, 1 9 7 7 P R F P A R F n  ntf/ J °^n R - M e s s e n g e £ / ' N p e p u t y N C o m m i s s i o n e r

"ar n K r v  D e p a r t m e n t  o f  K e v e n u  AGENCY
O r ig in a l :  L e g is la t iv e  F i n a n c e

c c: B u d g e t  a n d  M a n a g e m e n t

P r im e  S p o n s o r  ( F i r s t  L e g is la to r  N a m e d )

PHONE 4 6 5 2 3 0 0

3 3 - 0 0 1  ( R e v .  1 0 / 7 6 )
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H I S T O R Y  IN T H E  H O U S EH I S T O R Y  IN T H E  S E N A T EH I S T O R Y  IN T H E  H O U S EA L A S K A  S T A T E  L E G I S L A T U R E

FIRSTTENTH Read first time and referred 
to Committee on

Received from SenateRead first time and referred 
to Committee on

Resources and Finance

Legislature Session

BILL 323
H O U S E    N O ......

t> THE RULES COMMITTEE BY 
OTJEST ’ OF- THE ' 'GOVERNOR....

ConciuTed in Senate amendment 
thus adopting:

Reported back with 
recommendation that

Reported back with 
recommendation that

Failed to concur in Senate amend' 
ment; asked Sen. to recede

Senate receded from amendmentRead second time andRead second time and

Senate failed to recede from 
amendment

"An A c t  r e l a t i n g  to the oil and 
gas exploration, production, an< 
pipeline and m arine t r a n s p o r t a­
tion p r o p e r t y  tax; and providin, 
for an effective date."

F C C  appointed by House

F C C  appointed by Senate

F C C  adopted

PASS Effective Date

Yeas Yeas

Nays Nays
Absent Absent

Excused Excused

Reconsideration

PASS Effective Date

Yeas Yeas

Nays Nays
Absent Absent

Excused Excused
Reported correctly engrossed 

Signed by President 

Returned to House

PASS Effective Date

Yeas Yeas

Nays Nays
Absent Absent

Excused Excused

Reconsideration

PASS Effective Date

Yeas Yeas

Nays Nays
Absent Absent

Excused Excused
Reported correctly engrossed 

Signed by Speaker 
Sent to Senate

Reported correctly enrolled

S ent to Governor

by Governor

Oil $> gas e x p l o r a t i o n ,production 
p ipeline.marine t r a n s . prop. ta3 Filed with Lt. Governor

Intiociuced in the House

C H IE F  C L E R K  O F  T H E  H O U S E

I P I P i S I I S I



I n t r o d u c e d :  3 / 9 / 7 7
R e f e r r e d :  R e s o u r c e s  a n d

F i n a n c e

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

HOUSE BILL NO. 323 

IN THE LEGISLATURE OF THE STATE OF A LASKA 

TENTH LEGISLATURE - FIRST SESSION 

A BILL

T'or an Act entitled: "An Act relating to the oil and gas exploration,

production, and pipeline and marine transportation 

property tax; and providing for an effective date."

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

Section I. AS A 3 . 5 6 . 010(d) is amended to read:

CHAPTER 56. OIL AND GAS EXPLORATION, PRODUCTION^

AND PIPELINE AND MARINE TRANSPORTATION PROPERTY TAXES.

(d) A tax paid to a municipality under AS 29.53.045 on or before 

June 30 of the tax year shall be credited against the tax levied under

(a) of this section for that tax year. If, however, a tax is not paid 

to a municipality until after June 30 of the taxable year, the d e p a r t­

ment upon application shall refund to the taxpayer the amount of tax 

paid to the municipality under AS 29.53.045. The credit or refund of 

taxes paid to a m u nicipality may not exceed the total amount of tax 

levied by the department upon the taxpayer for the tax year, under (a) 

of this section. Current property taxes which are collected by one or 

more municxpalities under AS 29.53.055 or any other authority which 

exceed the limitations set out in AS 2 9 .53.045 or AS 29.53.050 are n o t 

allowed as a credit against, or refund of, the tax levied under this 

section. The credit or refund is only allowed for taxes paid for the 

current tax year.

* Sec, 2. AS 43.56.060(a) is amended to read:

Sec. 43.56,060. ASSESSMENT. (a) The department shall assess 

property for the tax levied under sec. 10(b) of this chapter and AS



29.53.045 on property used or committed by contract or other agreement 

for use for the pipeline transportation of gas or unrefined o i l ^  [OR] 

for the production of gas or unrefined o i l , for refining of gas or 

unrefined o i l , or for the proce-ssing, liquefaction, or m a n u f acture of 

natural gas or oil p r o ducts at its full and true value as of January 

1 of the assessment year. The de partment shall assess property for 

the ta:-: levied under t e c , lUtb) i■ i_ j:hj r chapter and AS 29.53.045 on 

property u sed o r committed !.v contract or ether agreement for use in 

the m a r ine transportation of gas or unrefined oil during, any portion 

of the previous ca l e n dar y e n * at its full and true value as of January 

1_of the previous calendar year as a p portioned under sec. 65 of this 

c hapter.

Sec. 3. AS 43. 56 .0 6 0(e) (2) is amended to read:

(2) determined on each January I thereafter with due regard 

to the economic value of the property based on the estimated life of 

.he proven reserve?', of gas or unrefined oil then technically, e c o n o m­

ically and legally deliverable info the transportation facility;

[HOv EVER. IF TUI:: PROVEN RESERVES Of l»AS OR UNREFINED O IL THE N  T E C H N I­

CALLY, ECONOMICALLY AND LEGALLY DELIVERABLE INDICATE AN ECONOMIC LIFE 

MATERIALLY SHORTER THAN THE E S TIMATED PHYSICAL LI F E  OF THE T R A N S P O R T A­

TION FACILITY, THE FULL A N D  TRUE VALUE IS THE A C TUAL COST REDUCED BY 

AM A N N U A L  ALLOWANCE FOR DEPRECIATION ON A STRAIGHT LINE BASIS OVE R  AN 

ECONOMIC LIFE BASED ON THE ACTUAL E L A P S E D  LIFE FROM THE COMMENCEMENT 

OF FULL OPERATION TO THE DATE OF A S S E S S M E N T  PLUS THE ESTIMATED R E M A I N­

ING LIFE OF THE PROVEN RESERVES OF GAS AND UNREFINED OIL THEN T E C H N I­

CALLY, ECONOMICALLY AND LEGALLY DELIVERABLE INTO THE TRANSPORTATION 

FACILITY AS OF THE DATE OF THE ASSESSMENT;]

* Sec. 4. AS 4 3 ,56.060 is amended by a d d i n g  n ew subsections to read:

(h) The full and true value of taxable property use d  or committed 

HB 323 _v_


