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from a loose or property, the department shall determine the reasonable 

costs of transportation from the point of sale to the point of produc­

tion of the oil or gas. Transportation costs set by a tariff properly 

on file with the Alaska Pipeline Commission or other regulatory agency 

shall be considered prima facie reasonable, but if a tariff properly on 

file with a regulatory agency is subsequently amended, changed, or 

overturned retroactively, the reasonable costs of transportation shall 

be recomputed for that period using the newly determined tariff.

(c) Net income from oil and gas production shall be determined by 

the department by deducting from gross income the following:

(L) royalties paid in kind or in value;

(2) taxes imposed under AS A3.55 and AS A3.57 which are 

actually paid by tho corporation on the production from a lease or 

property in the state;

(3) taxes imposed under AS A3.56 and AS 29.53 which are 

actually paid by the corporation on property used directly in tho pro- 

duc .on of oil or gas from a lease or property in the state, including 

property used in produ^-ion, gathering, treatment or preparation of tho 

oil or gas for pipeline transportation, but only if those property tax 

payments were due and payable only after tho date of commercial produc­

tion from the lease or property with which the property was associated;

(A) the direct coats Incurred by or for the corporation in 

operating the lease or property, including the direct costs of p r o­

ducing. gathering, treating or preparing the oil or gas for pipeline 

transportation, but net of any payments received for those activities 

and not including any indirect cost or overhead expense.

(5 ) depreciation (using the unit of production method or such 

other reasonable methods as the department may by regulation establish) 

on property used directly in the production, gathering, treatment or
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preparation of Che oil or gas for pipeline transportation including 

amortization of capitalized interest for investments in this property at 

a rate not to exceed the average cost of borrowed capital to the tax­

payer during the year in which it is capitalized;

(6) the amortization of lease acquisition payments and taxes
I

paid under AS A3.56 and AS 29.53 (including capitalized interest on 

both) for or on producing properties before the commencement of com­

mercial production from the lease or property for which the property is 

being used;

(7) interest expense not capitalized of the corporation, to 

the extent that it does not exceed that portion of the total interest 

paid by the consolidated business of which the corporation is a part, 

determined by mulwiplyiug the total interest (reduced by Intercompany 

transactions within the conbolidaced business) by a fraction, the numer­

ator of which is the value oJ the corporation's real and tangible p e r­

sonal property used directly in the production of oil or gas from a 

lease or property in tho state ind the denominator of which la the value 

of all real and tangible personal property of the consolidated business;

(8 ) expenses incurred by the corporation after December 31, 

1977 of unsuccessful exploration of oil or gas in the state Including 

tho acquisition costs of abandoned properties, dry hole costs and the 

costs of geologic and geophysical exploration related to those abandoned 

p r o perties;

(9) general overhead or administrative expense incurrod by 

tho corporation attributable to the production of oil or gas from a 

lease or property in the state to the extent that it does not exceed tho 

lesser of;

(A) that portion of the total general overhead or admin­

istrative expense incurred by the consolidated business of which 
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the corporation is a part, determined by multiplying the total 

general overhead or administrative expense by a fraction, the 

numerator of which is the value of the corporation's real and 

tangible personal property used directly in the production of oil 

or gas from a lease or property in the state nnd the denominator of 

whic! is the value of all real and tangible personal property of 

the consolidated business, or

(B) the sum of $0.12 for each barrel of oil and $0.02 

for each thousand cubic feet of gas produced from a lease or p r o­

perty in the state.

(d) Deductions from gross income under this section shall not 

include expenses previously deducted on a return filed under AS >4 3 .2 0 .

(e) Where a corporation subject to this chapter shares the p r o­

duction or proceeds of the production from a lease or property through a 

working interest, royalty interest, overriding royalty Interest, p r o­

duction payment, net profit interest. Joint venture or other agreement, 

the department shall allocate the deductions from gross Income between 

the corporation and the persons with whom it has such an agreement in 

accordance with the terms of the agreement.

See. A3.21.030. DETERMINATION OF INCOME FROM OIL AND CAS PIPELINE 

TRANSPORTATION, (a) Except as provided in (c) of this section, taxable 

income attributable to the transportation of oil In a pipeline engaged 

In interstate commerce in Alaska shall be determined hy the department 

and shall be the amount reporcod or that would he required to be r e­

ported to the Federal Energy Regulatory Commission or Its successors as 

net operating income, leas those portions of interest and general admin­

istrative expense attributable to the pipeline transportation of oil In 

the state, except that taxable Income shall also Include taxes on or 

measured by income. The department shall establish regulations govcrn-
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ing the determination of interest and general administrative expense 

attributable to pipeline transportation of oil in the state.

(b) Except as provided in (c) of this section, taxable income 

attributable to the transportation of natural gas in a pipeline engaged 

ir. interstate commerce in Alaska shall be determined by the department 

and shall be the amount reported or that would be required to be r e­

ported to the Federal Energy Regulatory Administration as net operating 

income lesj that portion of interest and general administrative expense

ttributa’jle to pipeline transportation in the state, except that the 

taxable income shall also include taxes on or measured by income. The 

department shall establish regulations governing the determination of 

i.itcrcst and general administrative expense attributable to pipeline 

transportation of natural gas in the state.

(c) Taxable income attributable to the transportation of oil or 

natural gas Jn Alaska of any corporation not under the Federal Energy 

Regulatory Commission Jurisdiction, or of a corporation under the Juris­

diction of the Federal Energy Regulatory Commission but not reporting 

the operation of pipelines in Alaska separately from the operation of 

pipelines elsewhere, shall be determined by the department and shall be 

based upon an amount equal to that which would have been reported to the 

Federal Energy Regulatory Consalssion under (a) of this section in the 

case of oil pipelines, or (b) of this section in the case of natural gas 

pipelines, had the corporation been, in fact, under Federal Energy 

'cgulatory Commission jurisdiction for the taxable year and required to 

report on tho operation of Alaska pipelines separately from the o p e r a­

tion of pipelines elsewhere.

Sec. 43.21.040. DETERMINATION OF INCOME FROM ACTIVITIES OTHER THAN 

OIL AND CAS PRODUCTION OR PIPELINE TRANSPORTATION, (a) Taxable income 

of a corporation subject to this chapter from activities in this state 
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other than the production of oil or gas from a lease or property in the 

state or the pipeline transportation of oil or gas in the state shall be 

determined in accordance with the method established in art. IV of AS

A3.19.010 and in AS A3.20.071, as modified by (b) - (e) of this section.

(b) The total taxable income of the consolidated business shall be

the net income determined and certified by an independent certified 

public accountant for the purposes of a report to shareholders covering 

its earnings and profits for the taxable year (calculated without regard 

to any taxes on or measured by net income), less the taxable income of 

the corporation as determined under secs. 20 and 30 of this chapter.

(c) The numerator and denominator of the property factor, of the 

payroll factor and of the sales factor shall be calculated without 

reference to that portion of property, payroll or sales directly related 

to the production of oil or gas from a lease of property in the state or 

the pipeline transportation of oil or gas in the state.

(d) Compensation earned by employees of the consolidated business 

whi arc employed in the United States but not in any state shall be 

included in the numerator of the payroll factor if the employees are 

directly supplied from a base of operations maintained in this state.

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

perties of the consolidated business which are located In the United 

States but not In any state shall be included In the numerator of the 

property factor if the property is serviced or supplied fron a base of 

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

facilities In this state for storage of the oil or gas produced.

See. A3.21.050. ASSESSMENT OK INCOME AND TAX. (a) The department 

shall assess taxable income and the amount of tax payable on that tax­

able income.

(b) On or before August 15 of each year the department shall send
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Co every  co rp o ra tio n  ta xa b le  under th is  chap ter a n o t ic e  o f assessm ent 

showing the amount o f income ta xa b le  under t h is  chapter fo r  the p rev io u s 

yea r and the amount o f ta x  payab le on th a t ta xa b le  income.

(c) For purposes of this chapter the department may combine tax­

able incomes of corporations subject to tax under this chapter who arc 

part of the same consolidated business.

Sec. 43.21.060. RETURNS. On or before April 15 of each year, a 

corporation subject to tax under this chapter shall submit a return in a 

form prescribed by the department setting out information required by 

the department to determine taxable income. For purposes of this chap­

ter, the department may require corporations subject to tax under this 

chapter who are part of the same consolidated business to file a single 

return.

Sec. 43.21.070. PAYMENT OF TAX. The tax levied under this chapter 

is payable to the department on or before September 30 of each year or 

in installments at the times and under the conditions the department may 

by regulation require. This tax is payable on the due date set out in 

this section even though the assessment io under appeal or the validity, 

enforceability or application of this chapter or any provision of this 

chapter is challenged before the department or in the courts.

Sec. 43.21.080. TRANSITIONAL RULES. The department shall provide 

by regulation transition rules for corporations subject to tax under AS

43.20 before the effective date of this Act to avoid double taxation of 

the name income or double deduction of the same expense of those c o r­

porations as a result of becoming subject to tax under this chapter.

Sec. 43.21.090. REGULATIONS. The department may adopt regulations 

In accordance with the Administrative Procedure Act (AS 44.69) as appro­

priate to administer and enforco this chapter.

Sec. 43.21.100. PENALTIES. The penalties establisned in ch. 20 of 
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this title apply to this chapter.

Sec. 43.21.110. PUBLIC REPORTING, (a) The commissioner of reve­

nue 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 aggregate income tax paid by corporations 

covered under this chapter and aggregate income and deductions by cate- 

gory, so classified as to prevent the identification of particular 

h returns or reports.

(b) The legislative auditor shall transmit to the legislature an 

annual report reviewing the actions of the department in administering 

1 1 this chapter.

Sec. 43.21.120. DEFINITIONS. Unless the context requires other­

wise the definitions contained in AS 43.55.140 are applicable to this

*•; chapter. In addition, in this chapter

1 6 (I) "base of operations" means the closest point on land to

it, the offshore oil or gas production operations from which goods, services

i/j and supplies flow to those offshore oil or gas production operations;

(2 ) "consolidated business" means a corporation or group of 

corpoi.itions having at least 50 per cent common ownership, direct or 

indirect, or a group of corporations in which there is common control 

either ilrcct or Indirect as evidenced by any arrangement, contract or 

agreement.

* Sec. 4. This Act applies to taxable income earned or received after 

Doccmber 31, 1977.

* Sec. 5. The Act takes effect lnsncdlately In accordance with AS 01.10.- 

* || 070(c).
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Original sponsor: Rules Conraittee by request
of the Legislative Council (for the Subcommittee 
on Oil and Gas Leasing and Taxing Policies)

R

a

10 'I

1 IN THE SEiiATE BY THE FINANCE COMMITTEE

2 II CS FOR SEDATE BILL DO. 105 (Finance)

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 TENTH LEGISLATURE - SECOND SESSION

A  BILL

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

tax; nnd providing for an effective date." 

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

*  Section 1. LEGISLATIVE FLIDINGS AND IifTENT. The legislature finds and

declarca that tho nothod of apportioning incooe for tax purponcs under tho
jj

n  ''Uniform Divio ton of lucotnc for Tax Purposos" formula embodied in the Multi- 

t7 state lax Compact (AS 43.19) and AS 43.20.065 docs not fairly represent the 

t3 extent of the business activities lu this stato of multlstato corporations 

” engaged in the production and pipeline transportation of crude oil and 

,,j natural gas in Alaska. The legislature therefore Intends that, in accordance 

ir with the provisions of art. IS of the Hultistato Tax Compact lAS 43.19), the 

' Incouo tar. of all corporations ongagod in tho production or pipeline crnno- 

portatlou of oil or natural gas in or directly associated with this stato 

•'*, shall bo assessed by the tax administrator under this Act. The legislature 

to further intonds that the assessment of income tax against a cultlstato cor- 

?'1 poration engaged in Che production or plpellno transportation of oil or 

77; natural gas snail be cocnensurato with tho tax that would be assessad against 

« corporation owning and oporatlng only those enacts of the aultlatate cor- 

J* ! poration which aro in or directly Associated with this state.

* Sec. 2. AS 43.20.011(e) is amended to read:

(o) There la  imposed for each taxable yoar upon tho entire taxable 

Income of every corporation derived from sources within the state a tax 

consisting of a normal tax equal to 5.4 per ceut of taxable lncooo. and 

a surtax which la  equal to 4.0 per cent of taxable Income. For purposes
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i o f  th is  chap te r the s u r ta x  exemption f o r  a ta x ab le  yea r fo llo w s  see s .
? 1561 and 1563 o f  the In t e rn a l Revonue Code. Tho tax  o f  a c o rp o ra t io n
3 engaged in  the p roduc tion  o r  tran sp o r ta t io n  o f  c rude o i l  o r  n a tu ra l gas

s h a l l  be determ ined and p a id  In  accordance w ith  ch . 21 o f  t h is  t i t l e .
5 * Sec. 3 . AS 43 i s  amended by adding a new chap te r to  re ad :
0 I CHAPTER 2 1 . OIL AMD GAS CORPORATE
1 \ INCOME TAX.
8 See. 4 3 .2 1 .0 1 0 . APPLICATION. Th is chap te r a p p lie s  to  ovo ry  c o r -
o p o ra t io n  doing business in  the s ta te  which d e r iv e s  income from  the
to p roduc tion  o f  o i l  o r  pas from  a le a s e  o r  p ro p e rty  in  o r  d i r e c t ly  a sso -
ii e la te d  w ith  the s t a t e ,  o r  f r o a  Che p ip e lin e  t ra n s p o r ta t io n  o f  o i l  o r  gas
i? in  the s t a t e .  Tho tax  c a lc u la te d  under th is  chap te r i s  measured by the
13 t o t a l  tn xab lo  income o f  the c o rp o ra t io n  as d e fin ed  in  se e s . 20 -  40 o f
14 th is  chap te r and la  determ ined a t  the ra te o  e s ta b lis h e d  under AS 4 3 .2 0 . -
if. 0 1 1 (e ) .
10 ■ See. 4 3 .2 1 .0 2 0 . DETERMINATION OF TAXABLE INCOME FROM OIL AND CAS
i; PRODUCTION, (a ) Tha ta x ab lo  income o f  a c o rp o ra t io n  f r o a  tho p roduc-
ir l i o n  o f  o i l  and gas from a le a se  o r  p ro p e rty  in  the s ta te  s h a l l  be tho

c o rp o ra t io n 's  net Income an c a lc u la te d  by the dopsrement in  accordance 
to w ith  th is  n e c t lo n .

(b ) C roa t income o f  a c o rp o ra t io n  from  o i l  and gas p roduc tion  
7 7 s h a l l  bo the yjonn v a lu e  a t  the p o in t o f  p roduc tion  o f  o i l  o r  gas p ro -
73 duced from  a lcane o r  p ro p o rty  in  tha s t a t o . Thu department n h a ll by
3* re g u la t io n  d e tem ln e  a un ifo rm  method o f  e s ta b lis h in g  tho g ro ss va lu e  a t
K  tho p o in t o f  p roduc tion . In  making i t s  de te rm ina tion  the department nay

use tlte a c tu a l p r lc o s  o r  v a lu e s  re c e lv od  f o r  the o i l  o r  gee, the pooted 
p r lc o a  f o r  the o i l  o r  ges in  the some f i e ld ,  o r  the p re v a i lin g  p r ic e s  o r  
va lu e s  o f  o i l  o r  gas la  tho same f i e l d .  In  a d d it io n , In  i t s  doto rm ina- 

&  t lo n  o f  g ro ss  va lu e  a t  tho p o in t o f  p roduc tion  o f  o i l  o r  gaa produced
CSSU 105 (F inance ) - 2 -



fron a lease or property, tho department shall determine Che reasonable 
costo of transportation from the point of sale to the point of produc­

tion of the oil or gas. Transportation costs set by a tariff properly 

on file with the Alaska Pipeline Commission or other regulatory agency 

shall be considered prima facie reasonable, but if 1  tariff properly on 

file with a regulatory agency is subsequently amended, changed, or 

overturned retroactively, the reasonable costs of trnnsporcation shall 

bo recomputed for that period using Che newly determined tariff.

(c) .Jet income fron oil and gas production snail be determined by 

the department by doductlng from gross income the following:

(1) royalties paid in kind or in value;

(2) taxes imposed under AS 43.55 and AS 43.57 which arc 

actually paid by the corporation on the production from a lease or 

property in the state;

(i) taxes Imposed under AS 43.56 and AS 29.53 which are 

actually paid by the corporation on property used directly in the p r o­

duction of oil or gas from a lease or property in the state, including 

property used in production, gathering, treatment or preparation of tho 

oil or gan for pipeline transportation, but only if those property tax 

payments wore due and payable only after the <letc of commercial produc­

tion froo tho lease or property with which the proporty was associated;

(4) the direct costs incurred by or for thu corporation In 

oporatlng the loose or property, including thu direct cones of p r o­

ducing* gathering, treating or preparing tho oil or gas for pipeline 

transportation, but not of any payments received for those activities 

and not including any indirect cost or overhoad expenso;

(5) depreciation (using the unit of production oothod or such 

other reasonable methods as tho department nay by regulation establish) 

on property used directly In tho production, gathering, treatment or
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preparation of the oil or gas for pipeline transportation including 

amortization of capitalized interest for investments in this property at 

a rate not to excead the average cost of borrowed capital to the tax­

payer during the year in which it is capitalized;

(6) ‘he amortization of lease acquisition payments and taxes 

paid under AS 43.56 and AS 29.53 (including capitalized interest on 

both) for or on producing properties before the corzaenccoent of com­

mercial production froa the lease or property for which the property is 

boing used;

(7) interest expense not capitalized of the corporation, to 

the extent that it does not exceed that portion of the total intorost 

paid by the consolidated business of which the corporation is n part, 

determined by multiplying the total interest (reduced by intercompany 

transactions within Che consolidated business) by a fraction, the numer­

ator of which Is tho value of the corporation’s real and tangible p e r­

sonal property used directly lu tho production of oil or gus from n 

lease or proporty lu the state and the denominator of which lu the value 

of all real and tangible personal property of the consolidated buslnoss;

(tt) expenses incurred by tho corporation aftar uecembor 31, 

1977 of unsuccessful exploration of oil or gas in the state including 

tho acquisition coots of abandonod properties, dry hole costs and the 

coats of geologic and geophysical exploration related to chose abandoned 

properties;

(9) p.enoral ovorhoad or adnlnlatratlva expense Incurred by 

the corporation attributable to tho production of oil or pas from a 
la iso or property In tho stato to tho oxtont that it does not oxcood tho 

lessor of:

(A) that portion of tho total gonaral ovorhoad or adaln- 

iatratlvo oxpenso incurred by the consolidated business of which 
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Che corporation is a oart, determined by multiplying the total 

general overhead or administrative expense by a fraction, the 

numerator of which is the value of the corporation's real and 

tangible personal property used directly in the production of oil 

or gas from a lease or property in the state nnd the denominator of 

which io the value of all real and tangible personal property of 

the consolidated business, or

(b) the sum of $0.12 for each barrel of oil and $0.02 

for each thousand cubic feet of gas produced from a lease or p r o­

perty in the state.

(d) Deductions fron groos income under this section shall not 

Include expenses previously dcductod on a return filed under AS A3.20.

(e) Where a corporation subject to this chapter sliarus the pro­

duction or proceeds of the production from a lease or property through a 

working interost, royalty interest, overriding royalty interest, p r o­

duction payment, uet profit interest, Joint venture or other agreement, 

the department shall allocate Che deductions from gross income between 

the corporation and the persons with whom it has such an agreement in 

accordance with tho c « m o  uf Che agreement.

Sec. A3.21.030. DETEBMXMATION OF I.'<C0!0: FROM OIL AND GAS PIPELINE 

TRANSPORTATION. (a) Except as provided in (c) of this section, taxable

income attributable to Che transportation of oil in a pipeline ongagod 

in interstate corxacrco in Alaska shall be determined by tho department 

and ehnll be Che amount reported or chat would be required to be ro- 

porcod to tho Federal Energy Regulatory C o m l s s l o n  or its successors as 

net operating income, loss those portions of Interest and general admin­

istrative oxponso attributable to tho plpoilne transportation of oil in 

the state, except chat taxable income shall also Include taxes on or 

measured by Income. The department shall establish regulations g o v u m -
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ln g  Che de te rm in a tion  o f  in t e r e s t  and g en e ra l a d m in is t ra t iv e  expense 
a t t r ib u t a b le  to  p ip e lin e  t ra n s p o r ta t io n  o f  o i l  in  the s t a t e .

(b ) Except as p rov ided  in  (c )  o f  t h is  s e c t io n , ta x ab le  income 
a t t r ib u t a b le  to  the t ra n s p o r ta t io n  o f  n a tu ra l gas in  a p ip e lin e  engaged 
in  in t e r s t a t e  commerce in  A laska s h a l l  be determ ined by the department 
and s h a l l  be tho amount re p o rte d  o r  th a t would be re q u ire d  to  be r e ­
p o rted  to  the F ed e ra l Energy R og u la to ry  A dm in is tra tio n  as ne t o p e ra t in g  
incc » le s s  th a t p o r t io n  o f  in t e r e s t  anu g en e ra l a d m in is t ra t iv e  exponac 
a t t r ib u t a b le  to  p ip e lin e  t ra n s p o r ta t io n  in  the s t a t e ,  except th a t the 
ta x ab le  income s h a l l  a ls o  in c lu d e  taxes on o r  measured by Income. The 
department s I i a I I  e s ta b lis h  re g u la t io n s  govern ing the d e te rm ina tion  o f  
in t e r e s t  and g en e ra l a d m in is t ra t iv e  expense a t t r ib u t a b le  to  ? '.po litic  
t ra n s p o r ta t io n  o f  n a tu ra l gas in  the s t a t o .

(c )  Taxab le income a t t r ib u t a b le  to  the t ra n s p o r ta t io n  o f  o i l  o r  
n a tu ra l gas in  A laska o f  any c o rp o ra t io n  not under the F ed e ra l Energy 
R egu la to ry  Commission J u r i s d ic t io n , o r  o f  a c o rp o ra t io n  under the j u r i s ­
d ic t io n  o f  the F ad e ra l energy R egu la to ry  Commission but n o t re p o rt in g  
the o p e ra t io n  o f  p lp c lln o n  in A laska s e p a ra te ly  from  the op e ra t io n  o f  
p ip e lin e s  c lncw he-o , s h a l l  be determ ined by tho department and s h a l l  be 
based upon an amount equa l to  Chat which would have boon rep o rted  to  Che 
F ed e ra l Energy R egu la to ry  Commission under (a )  o f  th is  s e c t io n  in  Che 
case o f  o i l  p ip e lin e s , o r  (b ) o f  th is  s e c t io n  in  the case o f  n a tu ra l gns 
p ip e lin e s , had the c o rp o ra t io n  boon, in  fa c t ,  under F c Jn ra l Enorgy 
R egu la to ry  Commission J u r is d ic t io n  f o r  tho ta xab le  yea r and re q u iro d  to  
r e p o r t  on tho o p e ra t io n  o f  A laska p ip e lin e s  s e p a ra te ly  from  the op e ra ­
t io n  o f  p ip e lin e s  e lsew here .

See. 4 3 .2 1 .0 4 0 . DETERMUIATION OF XtfCOHK FROM ACTIVITIES OTHER THAN 
OIL AND CAS PRODUCTION OR PIPELINE TRANSPORTATION, (a )  Taxab le income 
o f  s c o rp o ra t io n  su b je c t to  t h is  ch ap te r f r o n  a c t i v i t i e s  In  th is  s ta te

C S S b  1 0 5 (Fina n c e ) - 6



ocher than Che production of oil or 2 * 8  from a lease or property in the 

scace or Che pipeline transportation of oil or pas in the state shall be 

determined in accordance with the method established in art. IV of AS

A3.19.010 and in AS A3.20.071, as modified by (b) - (e) of this section.

(b) The total taxable income of the consolidated business shall be

the net incone determined and certified b y  an independent certified 

public accountant for the purposes of a report to shareholders covering 

its earnings and profits for the taxable year (calculated without regard 

to any taxes on or measured by nut i n c o m o ) , less the taxable income of 

the corporation no determined under r o c s . 20 and 30 o f  this chapter.

(c) The numerator and denominator of the property factor, of tho 

payroll factor and of the sales factor shall oc calculated without 

reference to that portion of property, payroll or sales directly related 

to tho production of oil or gas from a lease of property In tho state or 

the pipeline transportation of oil or gas in the state.

(d) Compensation earned by employees of the consolidated business 

who are employed in the United d a t e s  but not in any state shall be 

included in the numerator of the payroll factor if tho employees aro 

directly suppliud from a base of operations maintained in thla statu.

(e) Tho valuu of oil or gas production facilities or othor pro*

portios of the consolidated business which aro located in tho United 

States but not in any state altall bo Included in the nunarator of the 

property factor if the property is serviced or supplied from a baoo of 

opuratlons maintained in the stato or if that property relies on onshore 

facilities in this state for storage of tho oil or gas produced.

See. A3.21.030. ASSESSMENT OF INCOME AND TAX. (a) Tho department 

nhall no'.osa taxable incoma and the amount of tax payable on that tax­

able income.

(b) On or before Auguat 15 o f  each year tho department shall aend
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to  ev e ry  c o rp o ra t io n  ta x ab le  under t h is  chap te r a n o t ic e  o f  assessment 
shov ing  the amount o f  incooe ta x a b le  under t h is  chap te r f o r  the p rev iou s 
y e a r and the amount o f  ta x  payab le  on th a t ta x ab lo  income.

(c )  F o r purposes o f  th is  chap te r the dupartoen t cay combine ta x ­
a b le  incomes o f  c o rp o ra t io n s  s u b je c t  to  ta x  under th is  chap te r who a re  
p a r t  o f  the  sane c o n so lid a te d  bu s in e ss .

Sec . A 3 .2 1 .0 6 0 . nETURHS. On o r  b e fo re  A p r i l 13 o f  each y e a r , a 
c o rp o ra t io n  s u b je c t to  tax  undor th is  ch ap te r s h a l l  subrJLt a re tu rn  in  a 
f o r a  p re sc r ib e d  by the departnan t s e t t in g  ou t in fo rm a tio n  re q u ire d  by 
the department to  determ ine ta x ab le  income. F o r purposes o f  th is  chap­
t e r .  ta e  d ep s itr jen t may ru q u irc  c o rp o ra t io n s  su b je c t to  ta x  uauer th is  
chap te r who a re  p a r t  o f  the sane c o n s o lid a te d  business to  f i l e  a s in g le  
r e tu rn .

Sec . A 3 .2 1 .0 7 0 . FAYIlLLfT OF TAX. The ta x  le v ie d  undar th is  caap tc r 
i s  payab le  to  the department on o r  b e fo re  Soptambor 30 o f  each ye a r o r  
in  in s ta llm e n ts  a t  the t iu o a  and under the c on d it io n s  tne department cay 
by r e g u la t io n  re q u ire . Th is ta x  i s  payab le  on tha duo date s a t  ou t in  
th is  s e c t io n  even though the assosstuent is  under appea l o r  the v a l i d i t y ,  
e n fo r c e a b i l i t y  o r  a p p lic a t io n  o f  th is  ch ap te r o r  any p ro v is io n  o f  th is  
chap te r i s  cn s lle n g cd  b e fo re  the department o r  in  the c o u r ts .

Sac. A 3 .2 1 .0 0 0 . TRANSITIONAL ROLLS. The department s h a l l  p rov id e  
by re g u la t io n  t r a n s i t i o n  ru le s  f o r  c o rp o ra t io n s  su b je c t to  ta x  under AS 
A3.20 b e fo re  the e f f e c t iv e  date o f  th is  Act to  avo id  doub la ta x a t io n  o f  
the same income o r  doub le deduction o f  the saue expeusc o f  those c o r ­
p o ra t io n s  as a r e s u lt  o f  becou lng su b je c t  to  ta x  undar th is  ch ap te r .

Sac. A 3 .2 1 .0 9 0 . REGULATIONS. Tno department may adopt re g u la t io n s  
in  accordance w ith the A dm in is tra tiv e  Procedure / c t (AS 4A.C9) as appro­
p r i a t e  to  a d a in la ta r  and an fo rc a  t h is  ch ap te r .

Soc. A 3 .2 1 .1 0 0 . FUJALTILS. Tha p e n a lt ie s  e s ta b lis h e d  In  ch . 20 o f  
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th is  t i t l e  app ly  to  t h is  ch ap te r .
Sec . 4 3 .2 1 .1 1 0 . PUBLIC REPORTING, (a )  The c o trx ls s io n e r o f  re v e ­

nue s h a l l  com pile and tra n sm it to  the lo g lo la t u r e  an annual c o n so lid a ted  
re p o r t  o f  s ta te  revenues and ta x a t io n  p o lic ie s  under t h is  ch ap te r. This 
r e p o r t  s h a l l  In c lu d e  t o t a l  agg regate income ta x  p a id  by c o rp o ra tio n s  
covered  under th is  chap te r and aggregate income and deductions by ca te ­
g o ry , so c la s s i f i e d  ns to  p reven t the id e n t i f i c a t io n  o f  p a r t ic u la r  
re tu rn s  o r  r e p o r t s .

(b ) Tho le g i s la t i v e  a u d ito r  s h a l l  tran sm it to  the le g is la t u r e  an 
annua l r e p o r t  rev iew ing  the a c tio n s  o f  the department In  a d u in ls ta r in g  
th is  ch ap te r .

See . 4 3 .2 1 .1 2 0 . i/dFIilITIOWS. Un less the con tex t re q u ire s  o th e r ­
w ise tno d e f in i t i o n s  con ta ln ou  in  AS 4 3 .3 5 .1 4 0  a ro  a p p lic a b le  to  th is  
c h ap te r . In  a d u lt io n , in  th is  chap ter

(1 )  "base o f  o p e ra t io n s "  means d ie  c lo s e s t  p o in t ou land  to  
the o f fs h o r e  o i l  o r  gat p roduc tion  o p e ra t io n s  from  which goods, s e rv ic e s  
and su p p lie s  f low  to  those o f fs h o ro  o i l  o r  gas p roduc tion  o p e ra t io n s ;

(2 )  "c o n so lid a te d  bu s in e ss" means a c o rp o ra t io n  o r  group o f  
c o rp o ra t io n s  having a t  le a s t  50 p e r cen t coumon ownersh ip , d i r e c t  o r  
in d i r e c t ,  o r  a group o f  c o rp o ra t io n s  in  which th o re  i s  cocuon c o n t ro l 
e l t h o r  d i r e c t  o r  in d i r e c t  as ov ideacod by suy arrangem ent, c o n tra c t o r  
egrooment.

*  Sec. 4 . T a la  Act a p p lie s  to  ta x ab le  income earned o r  re c e iv ed  a f t e r  
Oacember 3 1 , 1977 .

*  Sec. 5 . The Act takes e f f e c t  la e o d le t e ly  in  accordance w ith  AS 0 1 .1 0 . -  
0 7 0 (c ) .
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O rig in a l sp on so r: Ru les C om ic  tec  by request
o f  Che L e g is la t iv e  C ounc il ( f o r  th * Subcommittee on O i l and Gas Leasing and Taxing Policies;

IN TILL SENATE BY THE FINANCE COMMITTEE
CS FOR SENATE B ILL NO. 105 (F in onco )

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

A BILL
Fo r an Act e n t i t le d :  "An AcC e s ta b lis h in g  on o i l  and gas c o rp o ra te  income

ta x ; and p ro v id in g  f o r  an e f fe c t iv e  d a te ."  
i>E IT  ENACTED BY THE LEGISLATURE OF THE STATE OF iLASKA:

*  S ec tio n  1 . LEGISLATIVE FINDIWCS AND INTLNT. Tha le g i s la t u r e  fin d s  and 
d e c la re s  th a t  the nethod o f  ap p o rtio n in g  income f o r  tax  purposes under the 
"Un iform  D iv is io n  o f  Income f o r  Tax Purposes" fo rm u la  imbodled in  the M u lt i-  
s ta te  Tax Compact (AS A 3 .19 ) and AS 4 3 .2 0 .0 6 5  does n o t f a i r l y  re p re sen t Che 
ex ten t o f  the business a c t i v i t i e s  in  th is  s ta te  o f  a u l t l s t a t e  c o rp o ra t io n s  
engaged in  the p roduc tion  and p ip e lin e  t ra n s p o r ta t io n  o f  crude o i l  and 
n a tu ra l gas in  A la sk a . The le g is la t u r e  th e re fo re  in tends ch a t, in  accordance 
v i t h  the p ro v is io n s  o f  a r t .  18 o f  the M u lt ls ta ta  Tax Compact (AS 4 3 .1 9 ) ,  tho 
income ta x  o f  a l l  c o rp o ra t io n s  engaged in  the p roduc tion  o r  p ip e lin e  t ra n s ­
p o r ta t io n  o f  o i l  o r  n a tu ra l gas in  o r  d i r e c t ly  a s so c ia te d  v i t h  th is  s ta te  
s h a l l  be assessed  by the tax  a d m in is t ra to r under th is  A ct. The le g i s la t u r e  
fu r th e r  in tend s th a t the aesesstaant o f  income tax  ag a in e t a c u l t l s t a t a  c o r ­
p o ra t io n  engagad in  the p roduc tion  o r  p ip e lin e  t r a n s p o r t e d jn  o f  o i l  o r  
n a tu ra l gas s h a l l  be com en su ra te  v i t h  the ta x  th a t v ou ld  ba assessed  ag a in s t 
e c o rp o ra t io n  ou tin g  end op e ra t in g  o n ly  those a s se ts  o f  the m u lt le te te  c o r ­
p o ra t io n  which e ra  in  o r  d i r e c t ly  a e aoc la tod  w ith  th le  s t a t e .

*  Sec . 2 . AS 4 3 .2 0 .0 1 1 (e )  1e emended to  read :
(o )  There is  imposed f o r  each ta x ab le  ye a r upon Che e n t i r e  ta xab le

Income o f  ev a ry  c o rp o ra t io n  d e rived  from  sou rces w ith in  the s ta te  e tax
c o n s is t in g  o f  a normal ta x  equa l to  5 .4  p e r cent o f  ta x ab le  ln c o o o , and
a s u r ta x  which i s  equa l to  4 .0  p e r cen t o f  ta x ab le  income. Fo r purposes
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o f  t h la  chap te r tha au rto x  examptlon f o r  a ta x a b le  yea r fo l lo w s  aoca . 
1561 and 1563 o f  tha In t e rn a l Revenue Code. The ta x  o f  a c o rp o ra t io n  
engaged in  the p roduc tion  o r  t ra n a p o r ta t lo n  o f  crude o i l  o r  n a tu ra l gaa 
aha11 be detena lned  and pa id  in  accordance v i t h  ch . 21 o f  th le  t i t l e .

*  Soc . 3 . AS 43 la  anendad by adding a new chap te r to  re ad :
CHAPTER 2 1 . O IL AMD CAS CORPORATE 

INCOME TAX.
Sec. 4 3 .2 1 .0 1 0 . APPLICATION. Th la ch ap te r a p p lle a  to  eve ry  c o r*  

p o ra t io n  doing bualneaa In  tho a ta te  which d e riv a a  Incoae f r o a  the 
p roduc tion  o f  o i l  o r  gee f r o a  a le a se  o r  p ro p e rty  in  o r  d i r e c t ly  aaao- 
e la te d  w ith  the a ta te , o r  f r o a  tha p ip e lin e  t ra n a p o r ta t lo n  o f  o i l  o r  gaa 
In  the a ta te . The tax  c a lc u la te d  under th la  chap te r la  neaaured by the 
t o t a l  ta x ab le  lncoaa o f  tho c o rp o ra t io n  aa d e fin ed  In  aeca . 20 -  40 o f  
th la  chap te r and la  d e to ra ln ad  a t  the ra to a  o a ta b lls h e d  under AS 4 3 .2 0 . -  
01 1 (e).

Sac. 4 3 .2 1 .0 2 0 . JKTKJDflKAT10 .1 OP TAXABLE INCOME FROM OIL AND GAS 
PRODUCTION, (a )  Tlte ta x ab le  income o f  a c o rp o ra t io n  f r o a  the p roduc­
t io n  o f  o i l  etui p.ae f r o a  a leaae  o r  p ro p o rty  in  the a ta te  a h a l l be the 
c o rp o ra t io n 'a  net incoae ae c a lc u la te d  by the department in  accordance 
w ith  th la  a e c t io n .

(b ) Croea incoae o f  e c o rp o ra t io n  f r o a  o i l  end gaa p roduc tion  
a h a l l be the g ro a t va lu e  a t  the p o in t o f  p roduc tion  o f  o i l  o r  gaa p ro ­
duced f r o a  a le a ae  o r  p ro p e rty  in  tha a ta te . The department a h a l l by 
re g u la t io n  determ ine a un ifo rm  oethod o f  e a ta b lla b in g  the groaa v a lu e  a t 
tho p o in t o f  p ro d u c tion . In  uak lng  l t e  d e te rm in a tion  the department uay 
uee the a c tu a l p r ic e *  o r  va lue#  rece ived  f o r  the o i l  o r  gaa , the posted 
p r ic e s  f o r  the o i l  o r  gee In  the same f i e l d ,  o r  the p re v a i lin g  p r ic e s  o r 
va lu e s o f  o i l  o r  gaa in  tha same f i e l d ,  l a  a d d it io n , l a  l t e  dete rm ina­
t io n  o f  g roea v a lu e  a t the p o in t o f  p roduc tion  o f  o i l  o r  gee produced
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f r o a  e lo u se  o r  p ro p e r ty , tho department s h a l l  determ ine tho rea son ab le  
c o s ts  o f  t ra n s p o r ta t io n  f r o a  the p o in t o f  s a le  to  the p o in t  o f  produc­
t io n  o f  the o i l  o r  gas . T ra n sp o rta t io n  c o s ts  o o t by a t a r i f f  p ro p e r ly  
on f l i c  w ith  tho A laska P ip e lin e  C ooo io s lon  o r  o th o r  re g u la to ry  agency 
s h a l l  be considered  p r io a  fa c ie  re a so n ab le , but i f  a t a r i f f  p ro p e r ly  on 
f i l e  v i t h  a re g u la to ry  agency i s  subsequen tly  amended, changod, o r  
ove rtu rn ed  r o t r o a c t lv e ly ,  the re a son ab le  c o s ts  o f  t ra n s p o r ta t io n  s h a l l  
be recomputed f o r  th a t p e rio d  using the new ly determ ined t a r i f f .

(c )  Met incoae f r o a  o i l  and gas p roduc tion  s h a l l  be determ ined by 
the department by deducting f r o a  g ro ss  Incoae the fo l lo w in g :

( I )  r o y a lt i e s  pa id  in  k ind  o r  In v a lu e ;
(*!) taxes imposed under AS 4 3 .5 5  and AS 4 3 .5 7  which a ro  

a c tu a l ly  pa id  by the c o rp o ra t io n  on tho p roduc tion  f r o n  a l e a - ,  o r  
p ro p e rty  in the a ta te ;

( 3 )  taxes imposed under AS 4 3 .5 6  and AS 2 9 .5 3  which a re  
a c tu a l ly  pa id  by tho c o rp o ra t io n  on p ro p e rty  u s c i d i r e c t ly  in  tho p ro ­
duc tion  o f  o i l  o r  gas from  a le a se  o r  p ro p e rty  in  thu s t s t e ,  In c lu d in g  
p rc p o rty  used In  p ro d u c tio n , fa th e r in g , trea tm en t o r  p ra p a ra t lo n  o f  tha 
o i l  o r  gaa f o r  p ip e lin e  t ra n s p o r ta t io n , but o o ly  i f  those p ro p e rty  tax 
payments were due end payab le o n ly  a f t e r  the la te  o f  com ae rc la l produc­
t io n  f r o a  tho le a se  o r  p ro p e rty  w ith  which the p ro p e rty  was a s so c ia te d ;

( 4 )  the d ir e c t  co sta  ln c u rra d  by o r  f o r  the c o rp o ra t io n  in  
o p e ra t in g  the leeae  o r  p ro p e r ty , in c lu d in g  the d i r e c t  co s te  o f  p ro ­
ducing , g a th e rin g , t re a t in g  o r  p re p a rin g  the o i l  o r  gas f o r  p lp e l ln #  
t ra n s p o r ta t io n , but n e t o f  any payments re ce ived  f o r  those a c t i v i t i e s  
and no t In c lu d in g  any In d ire c t  coot o r  overhead expenset

( 3 )  d e p re c ia t io n  (u s ing  th t  u n it  o f  p roduc tion  method o r  such 
o th a r rea sou ab le  methods as the department may by re g u la t io n  e s t a b li s h )  
on p ro p e rty  used d i r e c t ly  In  the p ro d u c tio n , g a th e rin g , trea tm ent o r
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p re p a ra t io n  o f  tha o i l  o r  gas f o r  p ip e lin e  t ra n s p o r ta t io n  in c lu d in g  
am o rt iz a t io n  o f  c a p i t a li z e d  in t e r e s t  f o r  investm ents in  th is  p ro p e rty  a t 
a ra te  no t to  exceed tha average c o s t o f  borrowed c a p i t a l to  the ta x -  
payor du ring  tho y e a r in  which i t  i s  c a p i t a l i z e d ;

(G) the am o rt iz a t io n  o f  le a s e  a c q u is i t io n  payments and taxos 
pa id  under AS A3.56 and AS 2 9 .5 3  ( in c lu d in g  c a p i t a l i z e d  in t e re s t  on 
b o th ) f o r  o t  on p roduc ing p ro p e r t ie s  b e fo re  tho coaaenconent o f  com­
m e rc ia l p roduc tion  f r o a  the le a se  o r  p ro p e rty  f o r  which the p ro p e rty  i s  
boing used;

(7 )  in t e r e s t  expense n o t c a p i t a l i z e d  o f  the c o rp o ra t io n , to  
the e x te n t th a t  i t  doos not exceed th a t p o r t io n  o f  tho t o t a l  In t e r e s t  
pa id  by the c o n so lid a te d  business o f  which tha c o rp o ra t io n  i s  a p a r t ,  
d e to ra ln ed  by m u lt ip ly in g  the t o t a l  in t e r e s t  (reduced by intercompany 
t ra n s a c t io n s  w ith in  tho c on so lid a ted  b u s in e ss ) by a f r a c t i o n ,  tha numer­
a t o r  o f  which i s  the  v a lu e  o f  the - o .p o r a t io n 's  r e a l  and ta n g ib le  p e r ­
son a l p ro p e rty  used d i r e c t ly  in  the p roduc tion  o f  o i l  o r  gas from  a 
le a s e  o r  p ro p e rty  in  the s ta te  and the denom inator o f  which is  tua va lu e  
o f  a l l  z e a l and ta n g ib le  p e rson a l p ro p e rty  o f  the c o n so lid a ted  bu s in e ss ;

(U ) expenses in cu rred  by the c o rp o ra t io n  a f t e r  decaaber 3 1 , 
1977 o f  u n su cc e ss fu l e x p lo ra t io n  o f  o i l  o r  gas in  the s ta t o  in c lu d in g  
the a c q u is it io n  c o s ts  o f  abandoned p ro p e r t ie s , d ry  h o le  c o s ts  and the 
c o s ts  o f  g e o lo g ic  and g ooph ys lc a l e x p lo ra t io n  r e la t e d  to  tliose  abandoned 
p ro p e r t ie s ;

( 9 )  g en e ra l overhead o r  a d m in is t ra t iv e  expense In cu rred  by 
the c o rp o ra t io n  a t t r ib u t a b le  to  the p roduc tion  o f  o i l  o r  gas from  a 
le a ae  o r  p ro p e rty  In  the s ta te  to  the e x ten t th a t i t  does no t exceed the 
le s s e r  o f t

(A ) th a t p o r t io n  o f  the t o t a l  g en e ra l overhead o r  admin­
i s t r a t i v e  expense in cu rred  by the c o n so lid a te d  business o f  which 
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d ie  c o rp o ra t io n  i t  a p a r t ,  determ ined by m u lt ip ly in g  the t o t a l  
3 <meral overhead o r  a d a in ie t r a t iv o  expanse by a f r a c t io n ,  the 
num erator o f  which i s  the v a lu e  o f  the c o rp o ra t io n 's  r e a l  And 
ta n g ib le  p e rs o n a l p ro p e rty  used d i r e c t ly  in  the , ‘od u c t lon  o f  o i l  
o r  gas f r o a  a le a s e  o r  p ro p e rty  in  the s ta t e  and the denom inator o f  
which la  tho v a lu e  o f  a l l  r e a l  and ta n g ib le  p e rso u a l p ro p o rty  o f  
the c o n s o lid a te d  b u a ln ss s , o r

(0 )  the sum o f  $ 0 .1 2  f o r  each b a r r e l  o f  o i l  and $ 0 .0 2  
f o r  each thousand cubic fe o t  o f  gas produced from  a le a se  o r  p ro ­
p e r ty  in  the s t a t e .
(d )  Deductions from  g ro ss  income undor t h i s  s e c t io n  s h a l l  not 

In c lu d e  expenses p re v io u s ly  deducted on a r e tu rn  f i l e d  under AS A 3 .20 .
( e )  tfhare a c o rp o ra t io n  su b je c t t o  t h la  ch ap te r sha res the p ro ­

duc tion  o r  proceeds o f  the p roduc tion  f r o a  a le a a e  o r  p ro p e rty  through a 
w orking in t e r e s t ,  r o y a lt y  i n t j r o s t ,  o v e r r id in g  r o y a l t y  in t e r e s t ,  p ro ­
duc tion  paynent, n e t p r o f i t  in t e r e s t ,  j o i n t  ven tu ro  o r  o th e r agreement, 
the department s h a l l  a l lo c a t e  the deductions f r o u  g ro ss  Income between 
tho c o rp o ra t io n  And tho persons v i t h  whom i t  has such an agreement in  
accordance w ith  the terms o f  the agreement.

Sec . A 3 .2 1 .0 3 0 . DETERMINATION OP INCOJfE FROM O IL AKU GAS PIPELINE 
TRANSPORTATION. (e )  Except ee p rov id ed  in  (c )  o f  t h is  s e c t io n , ta x ab le
Income a t t r ib u t a b le  to  the t ra n s p o r ta t io n  o f  o i l  in  a p ip e lin e  engaged 
in  in t e r s t a t e  coanerce in  A laska s h a l l  be determ ined by the department 
and s h a l l  be the amount re p o rte d  o r  th a t would be re q u ire d  to  be r e ­
p o rted  to  the P ed e ra l Energy R egu la to ry  Commission o r  i t s  successo rs  ee 
n e t o p e ra t in g  Income, le e s  those p o r t io n s  o f  ln t s r o s t  snd g tn a ra l ad n ln - 
l s t r s t l v o  expense s t t r lb u t s b le  to  the p ip e lin e  t ra n s p o r ta t io n  o f  o i l  in  
the s t a t e ,  excep t th a t  ta x ab le  income s h a l l  a ls o  in c lu d e  taxes on o r  
measured by Income. The depa rtaen t s h a l l  e s ta b li s h  re g u la t io n s  g ovs rn -
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ing  tha d e te rm in a tion  o f  in t e r e s t  and g en e ra l a d m in is t ra t iv e  expense 
a t t r ib u t a b le  t o  p ip e lin e  t ra n s p o r ta t io n  o f  o i l  in  tho s t a t e .

(b ) Except as p rov id ed  in  (c )  o f  t h is  s e c t io n , ta x a b le  income 
a t t r ib u t a b le  t o  the t ra n s p o r ta t io n  o f  n a tu ra l gaa in  a p ip e lin e  engaged 
in  In t e r s t a t e  commerce in  A laska s h a l l  be determ ined by the department 
and s h a l l  be the  amount re p o rte d  o r  th a t would be re q u ire d  to  bo r e ­
p o rted  to  the F ed e ra l Lnergy R egu la to ry  A dm in is tra tio n  as n e t op e ra t in g  
income le s s  th a t  p o r t io n  o f  in t e r e s t  and g en e ra l a d m in is t ra t iv e  expense 
a t t r ib u t a b le  to  p ip e lin e  t ra n s p o r ta t io n  in  the s t a t e ,  excop t th a t the 
ta x ab le  income s h a l l  a ls o  in c lu d e  taxes on o r  ooasu red  by In co ae . The 
department s h a l l  o s t a b l ls h  re g u la t io n s  govern ing tho d e te rm in a tion  o f  
ln t o r a a t  and g en o ra l a d m in is t ra t iv e  expense a t t r ib u t a b le  to  p lp o l ln e  
t ra n a p o r ta t lo n  o f  n a tu ra l gaa in  the s t a t e .

(c )  Taxab le Incoae a t t r ib u ta b le  to  the t ra n a p o r ta t lo n  o f  o i l  o r  
n a tu ra l gaa in  A laska o f  any c o rp o ra t io n  n o t undar tha F ed e ra l rlnorgy 
R egu la to ry  Commission J u r i s d ic t io n , o r  o f  a c o rp o ra t io n  under the J u r i s ­
d ic t io n  o f  the F od e re l energy R egu la to ry  Commission but n o t ra p o r t ln g  
tha o p e ra t io n  o f  p ip e lin e s  in  A laska s e p a ra te ly  from  tho o p e ra t io n  o f  
p lp e l ln s s  o la e vh o rn , a h a l l  be determ ined by the department end s h a l l  be 
besed upon an amount equal to  th a t which would have been re p o rte d  to  the 
F ed e ra l Energy R eg u la to ry  Commission under (e ) o f  th is  s o c t lo n  in  the 
case o f  o i l  p ip e lin e s , o r  (b ) o f  th le  s e c t io n  in  the case o f  n a tu ra l gaa 
p ip e l in e s , had the c o rp o ra t io n  been, in  f a c t ,  under F e J e re l Energy 
R egu la to ry  Commission J u r is d ic t io n  f o r  the ta x ab le  yea r and re q u ire d  to  
re p o r t  on the o p e ra t io n  o f  A laska p ip e lin e s  s e p a ra te ly  from  the ope ra ­
t io n  o f  p lp e l ln a a  a laew here .

Sec . 4 3 .2 1 .0 4 0 . JLTURHIHATION OF IKCOHfc FROM ACTIVITIES OTHER THAW 
O IL Aid) GAS PRODUCTION OR PIPELINE TRANSPORTATION, (a )  Taxab le Income 
o f  e c o rp o ra t io n  su b je c t  to  th le  chap te r from  a c t i v i t i e s  in  t h le  s ta te  
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o th e r  than the p roduc tion  o f  o i l  o r  gas from  a le a se  o r  p ro p e rty  in  the 
s ta t e  o r  tho p ip e lin e  t ra n s p o r ta t io n  o f  o i l  o r  gas in  the s ta t e  s h a l l  be 
determ ined in  accordance v i t h  the oethod e s ta b lis h e d  in  a r t .  IV  o f  AS
A 3 .1 9 .0 10  and in  AS 4 3 .2 0 .0 7 1 , as c o d i f ie d  by (b ) -  (e )  o f  t h is  s e c t io n .

(b ) The t o t a l  ta x a b le  incoae o f  the c o n so lid a te d  business s h a l l  be
the n e t Incone determ ined and c e r t l f l o d  by an Independent c e r t i f i e d  
p u b lic  accountant f o r  the purposes o f  a r e p o r t  to  sh a re h o ld e rs  cove ring  
i t s  ea rn ing s and p r o f i t s  f o r  the ta x ab le  ye a r (c a lc u la te d  w ithou t reg a rd  
to  any ta re s  on o r  neasured by net inco rao ), le s s  the ta x a b lo  income o f  
the c o rp o ra t io n  as d e tem in ed  under so c s . 20 and 30 o f  t h is  ch ap te r .

(c )  The n u o c ra to r and denom inator o f  the p ro p e rty  f a c t o r ,  o f  the 
p a y r o l l  f a c t o r  and o f  the s a le s  fa c t o r  s h a l l  be c a lc u la te d  w ithou t 
re fe re n c e  to  th a t p o r t io n  o f  p ro p e rty , p a y r o l l  o r  s a le s  d i r e c t ly  r e la t e d  
to  the p roduc tion  o f  o i l  o r  gas f r o a  a le a se  o f  p ro p e rty  in  the s ta te  o r  
the p ip e lin e  t ra n s p o r ta t io n  o f  o i l  o r  gas in  the s t a t e .

(d ) Compensation earned by eup loyoea o f  the c o n so lid a te d  business 
who a re  employed in  the Un ited  S ta te s  bu t n o t in  any s ta t e  s h a l l  be 
In c luded  in  the nuaor t o r  o f  the p a y r o l l  fa c t o r  i f  tho employees a ro  
d i r e c t ly  su p p lie d  f r o n  a base o f  op e ra t io n s  a a ln ta ln e d  in  th is  s t a t o .

( e )  The va lu e  o f  o i l  o r  gas p roduc tion  f a c i l i t i e s  o r  o th e r  p ro ­
p e r t ie s  o f  the c o n so lid a te d  business which a re  lo c a te d  in  the United 
S ta te s  but n o t in  any s ta to  s h a l l  be inc luded  in  the n u a e ra to r o f  the 
p ro p e rty  fa c t o r  I f  the p ro p e rty  i s  s e rv ic ed  o r  ru p p lie d  f r o a  e base o f  
~ ?e ra t lo n s  a a ln ta ln e d  in  the s ta te  o r  i f  th a t p ro p e rty  r e l i e s  on onshore 
f a c i l i t i e s  in  t h i s  s ta te  f o r  s to rag e  o f  the o i l  o r  gee produced.

Sec . 4 3 .2 1 .0 3 0 . ASSfcSSHXJfT OK X.'KJOHE AriD TAX. (a )  Tlte department 
s h a l l  asseas ta x a b le  lncotae and the amount o f  ta x  payab le on th a t  ta x ­
a b le  in coae .

(b ) On o r  b e fo re  August 13 o f  each yea r tlte department a h a l l aond
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to  eve ry  c o rp o ra t io n  ta xab le  under th is  chap ter a n o t ic e  o f  assessment 
showing the anount o f  income ta xab le  under th is  chap te r f o r  the p rev iou s 
yea r and tae  amount o f  ta x  payab le on th a t ta x ab le  income.

(c )  F o r purposes o f  th is  chap te r the department nay combine ta x ­
a b le  incomes o f  c o ro o ra t io n s  sub je c t to  ta x  under th is  chap te r who a re  
p a r t  o f  the sane c o n so lid a te d  bu s in e ss .

See. 4 3 .2 1 .0 6 0 . i&TURiiS. On o r  b e fo re  A p r i l 13 o f  each y e a r , a 
c o rp o ra t io n  su b je c t to  ta x  undar th is  chap ter a h a l l su b n it a re tu rn  in  a 
fo r a  p re sc r ib e d  by the department s e t t in g  ou t in fo rm a tio n  req u ire d  by 
tho department to  determ ine ta xab le  income. F o r purposes o f  th is  chap­
t e r ,  tne department nay re q u ire  c o rp o ra tio n s  su b je c t to  tax  under th is  
cuap to r who a re  p a r t  o f  the sutne c o n so lid a ted  business to  f i l e  a s in g le  
r e tu rn .

Sec. 4 3 .2 1 .0 7 0 . rAYHd.rr OF TAX. The tax  iu v lo d  undar th is  chap te r 
is  p ayao le  to  the department on o r  b e fo ro  September 30 o f  each ye a r o r  
in  in s ta llm e n ts  a t  tho times and under the c on d it io n s  the department may 
by re g u la t io n  re q u ire . Th is tax  i s  payab le on the due date so t ou t in  
th is  s e c t io n  oven though the assessment is  under appoa l o r  tho v a l i d i t y ,  
e n fo r c e a b i l i t y  o r  a p p lic a t io n  o f  th is  chap ter o r  any p ro v is io n  o f  th is  
chap te r i s  c :u illanged  b e fo re  the dapa rtzan t o r  in  the c o u r ts .

Sec. 4 3 .2 1 .0 6 0 . TRANSITIONAL IUJL&S. The department s h a l l  p rov id e  
by re g u la t io n  t r a n s i t io n  ru le s  f o r  c o rp o ra t io n s  su b je c t to  ta x  undor AS
4 3 .2 0  b e fo ro  the e f f o c t lv o  date o f  th is  Act to  avo id  double ta x a t io n  ol 
too same income o r  doub le deduction o f  the same expanse o f  those c o r ­
p o ra tio n s  as a r e s u lt  o f  becoming sub jec t to  ta x  under th le  ch ap te r.

bee. 4 3 .2 1 .0 9 0 . KfcGULATIO.tS. Tho department may adopt re g u la t io n s  
in  accordance w ith  the A dm in is tra tiv e  Procedure Act (AS 4 4 .6 9 )  as appro­
p r ia t e  to  adm in is te r and en fo rc o  th is  chap te r.

Sec. 4 3 .2 1 .1 0 0 . P&iALTXiS. Tho p e n a lt ie s  e s ta b lis h e d  In  ch . 20 o f  
CSSb 103 (F in ance ) -o -
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Chis title apply to this chapter.

Sec. A3.21.110. PUBLIC REPORTING, (a) The commissioner of reve­

nue 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 aggregate income tax paid by corporations 

covered under this chapter and aggregate income and deductions by cate- 

gory, so classified as to prevent the identification of particular 

returns or reports.

(b) The legislative auditor shall transmit to the legislature an 

annual report reviewing tne actlono of the department in administering 

this chapter.

Sec. A3.21.120. DEFINITIONS. Unless the context requires othcr- 

vfise the definitions contained in AS A3.55.1A0 are applicable to tills 

chapter. In addition, in this chapter

(1) "base o f  operations" tr«ons the closest point on land to 

the offshore oil or gas production operations from which goods, services 

and supplies flow to those offshore oil or gas production operations;

(2) "consolidated business" means a corporation or group of 

corporations having at least HO per cent couuon ownership, direct or 

indirect, or a group of corporations in wiilch thore Is cocuon control 

eithor direct or indirect as evldonced by any arrangement, contract or 

agreement.

* dec. A. Tula Act applies to taxablo income earned or reculvod after 

bo coal) or 31, 1977.

* See. 5, Tno Act tekoe effect immediately in accordance with AS 01.10.- 

070(c).
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O rig in a l sp on so r: Ru les Committee by req u e s t
o f  the L e g is la t iv e  Council ( f o r  the  Subcommittee on O i l and Cas Leasing and Taxing P o l ic ie s )

IN THE SENATE BY THE FINANCE COMMITTEE
CS FOR SENATE BILL NO. 105 (F in ance )

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

A BILL
Fo r on Act e n t i t le d :  "An Act e s ta b lis h in g  an o i l  and gss c o rp o ra te  incoae

ta x ; and p ro v id in g  f o r  an e f fe c t iv e  d a te ."
BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*  S ec tion  1 . LEGISLATIVE FINDINGS AND INTENT. The le g i s la t u r e  fin d s  and 
d ec la rc o  th a t the nethod o f  a p p o rtio n in g  incoae f o r  tax  purposes under the 
"Un ifo rm  D iv is io n  o f  Income f o r  Tax Pu rposes" fo rm u la  embodied in  the  M u lt i-  
s ta te  Tax Compact (AS A3.19) and AS 43.20.065 does n o t f a i r l y  re p re s e n t the 
e x ten t o f  the business a c t i v i t i e s  in  th is  s ta to  o f  a u l t i s t a t e  c o rp o ra t io n s  
engaged in  the p roduc tion  and p ip e lin e  t ra n a p o r ta t lo n  o f  crude o i l  and 
n a tu ra l gas in  A la ska . The le g i s la t u r e  th o re fo re  ln tonda t h a t ,  in  accordance 
w ith  the p ro v is io n s  o f  a rc . IB  o f  the M u lt is ta te  Tax Compact (AS 43.19), tho 
income ta x  o f  a l l  c o rp o ra t io n s  ongsged In  the p roduc tion  o r  p lp o l ln e  t r a n s ­
p o r ta t io n  o f  o i l  o r  n a tu ra l gas in  o r  d i r e c t ly  a s so c ia te d  v i t h  t h is  s ta to  
s h a l l  be assessed  by the ta x  a d m in is t ra to r  under t h is  A ct. The le g is la t u r e  
fu r th e r  in tend s th a t the assessment o f  incouo ta x  a g a in s t a a u l t i s t a t e  c o r ­
p o ra t io n  engaged in  the p roduc tion  o r  p ip e lin o  t ra n s p o r ta t io n  o f  o i l  o r  
n a tu ra l gas a h a l l  be commensurate v i t h  the tex  th a t v o u ld  bo asaoeaed ag a in s t 
a c o rp o ra t io n  owning and op e ra t in g  o n ly  chose a s se ts  o f  the m u lt is t a t s  c o r ­
p o ra t io n  which a ro  in  o r  d i r e c t ly  aasoc lacod  v i t h  th le  e ta te .

* Sec . 2 . AS 4 3 .2 0 .0 1 1 (e )  la  amended CO ro ad :
(e )  There I s  imposed f o r  each ta x a b le  yo e r upon cbo e n t i r e  ta x ab le

income o f  e v e ry  c o rp o ra t io n  d a r lv e d  from  sou rcos w ith in  the s ta te  e ta x
c o n e la t ln g  o f  a norm al ta x  equa l to  5 .4  p e r cen t o f  ta x ab le  income, and
a s u r ta x  which la  equa l Co 4 .0  p e r cen t o f  ta x ab le  Income. F o r purposes
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o f  t h is  chap te r the s u r ta x  exemption f o r  a ta x a b le  y o a r fo l lo w s  se c s . 
1561 and 1563 o f  the In t e rn a l Revenue Code. The tax  o f  a c o rp o ra t io n  
engaged in  the p roduc tion  o r  t ra n s p o r ta t io n  o f  crude o i l  o r  n a tu ra l gaa 
s h a l l  be determ ined and pa id  in  accordance w ith  ch . 21 o f  th la  t i t l e .

*  Sec . 3 . AS 43 i s  amended by adding a new chap te r to  ro ad :
CHAPTER 2 1 . O IL AND GAS CORPORATE 

INCOME TAX.
Sec . 4 3 .2 1 .0 1 0 . APPLICATION. Th is ch ap te r a p p lie s  to  eve ry  c o r ­

p o ra t io n  doing business in  the s ta t e  which d e r iv e s  income from  the 
p roduc tion  o f  o i l  o r  gaa from  a le a s e  o r  p ro p e rty  in  o r  d i r e c t ly  a s so ­
c ia te d  w ith  the s t a t e ,  o r  from  the p ip e lin e  t ra n s p o r ta t io n  o f  o i l  o r  gas 
in  the s t a t e .  Tins te x  c a lc u la te d  under th la  chap te r i s  measured by tho 
t o t a l  ta x a b lo  income o f  the c o rp o ra t io n  so d e fin ed  in  s e c s . 20 -  40 o f  
t h is  ch ap te r and i s  determ ined a t  the ra to s  e s ta b lis h e d  under AS 4 3 .2 0 . -  
U l l ( o ) .

Sec . 4 3 .2 1 .0 2 0 . DETERMINATION OF TAXABLE INCOME FROM OIL AND GAS 
PRODUCTION, (a ) The ta x ab le  income o f  a c o rp o ra t io n  front the p roduc­
t io n  o f  o i l  and gas from  s  le a so  o r  p ro p e rty  in  the s ta t e  s h a l l  bo the 
c o rp o ra t io n 's  ne t income as c a lc u la te d  by th s  department in  accordance 
w ith  t i l l s  s e c t io n .

(b ) C ross incoae o f  s  c o rp o ra t io n  f r o a  o i l  end gaa p roduc tion  
s h a l l  be toe g ro ss  v a lu e  a t  the p o in t o f  p roduc tion  o f  o i l  o r  gas p ro ­
duced f r o a  a ls a a e  o r  p ro p e rty  in  the s t a t e .  The department s h a l l  by 
re g u la t io n  determ ine a un ifo rm  method o f  e s ta b lis h in g  the g ro ss  va lu e  a t  
the p o in t o f  p rod u c tion . In  making i t s  d e te rm in a tion  the department may 
use tho a c tu a l p r ic e s  o r v a lu s s  rs c e lv e d  f o r  tha o i l  o r  g s s , the posted 
p r ic e s  f o r  th s  o i l  o r  gss in  ths same f i e l d ,  o r  the p r e v s l l la g  p r ic e s  o r  
va lu e s  o f  o i l  o r  gas in  the same f i e l d .  In  a d d it io n , in  i t s  de te rm ina­
t io n  o f  g ro ss  v a lu e  a t  the p o in t o f  p roduc tion  o f  o i l  o r  gas produced 
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f r o a  a le a a e  o r  p ro p e r ty , tha department s h a l l  determ ine the xuasonab le 
c o s ts  o f  t ra n s p o r ta t io n  f r o a  the p o in t  o f  s a le  to  the p o in t  o f  p roduc­
t io n  o f  tho o i l  o r  gas . T ra n sp o rta t io n  c o s ts  s e t  by a t a r i f f  p ro p e r ly  
on f i l e  w ith  the A laska P ip e lin e  Cotmnisslon o r  o th e r  r e g u la to ry  agency 
s h a l l  be conside red  p r lo a  fa c ie  re a s o n a b le , but i f  a t a r i f f  p ro p e r ly  on 
f i l e  w ith  a re g u la to ry  agency i s  sub sequen tly  amended, changed, o r  
ove rtu rn ed  r c t r o s c t lv e ly ,  the re a son ab le  c o s ts  o f  t ra n s p o r ta t io n  s h a l l  
bo rccoopu ted  f o r  th a t  p e r io d  using the new ly determ ined t a r i f f .

(c )  Not incoae f r o n  o i l  and gas p roduc tion  s h a l l  be determ ined by 
the department by deducting f r o a  g ro ss  income the fo l lo w in g :

( 1 )  r o y a l t i e s  pa id  in  k ind  o r  in  v a lu e ;
(2 )  taxes imposed under AS 4 3 .5 5  and AS 4 3 .5 7  which a rc  

a c tu a l ly  pa id  by the c o rp o ra t io n  on the p roduc tion  f r o n  a le a se  o r  
p ro p e rty  in  the s t a t e ;

(3 )  taxes  imposed under AS 4 3 .5 6  and AS 2 9 .5 3  which a rc  
a c tu a l ly  pa id  by the c o rp o ra t io n  on p ro p e rty  used d i r e c t ly  in  tho p ro ­
duc tion  o f  o i l  o r  gaa from  a le a s e  o r  p ro p e rty  in  the s t a t e ,  lu c lu d ln g  
p ro p e rty  used in  p ro d u c tion , g a th e rin g , trea tm en t o r  p re p a ra t io n  o f  the 
o i l  o r  gAs f o r  p ip e lin e  t ra n a p o r t a t lo n , bu t o n ly  i f  those p ro p e rty  tax  
payments were due and payab le  o n ly  a f t e r  the date o f  coraokerclal p roduc­
t io n  f r o a  tho le a se  o r  p ro p e rty  v i t h  which the p ro p e rty  was a s s o c ia te d ;

( 4 )  the d i r e c t  c o s ts  in c u rre d  by o r  f o r  the c o rp o ra t io n  in  
o p e ra t in g  the le a s e  o r  p ro p e r ty , in c lu d in g  the d i r e c t  c o s ts  o f  p ro ­
ducing , g a th e rin g , t re a t in g  o r  p rep a rin g  tho o i l  o r  gas f o r  p ip e lin e  
t ra n s p o r t a t io n , but net o f  any payments re c e iv ed  f o r  those a c t i v i t i e s  
and n o t lu c lu d ln g  any In d i r e c t  c o s t o r  overhead expenso;

( 5 )  d e p re c ia t io n  (u s in g  the u n it  o f  p roduc tion  mothod o r  such 
o th e r rea son ab le  methods as the department may by re g u la t io n  e s ta b li s h )  
on p ro p e rty  used d i r e c t ly  In  the p ro d u c tio n , g a th e rin g , trea tm en t o r
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p re p a ra t io n  o f  tho o i l  o r  gas f o r  p ip e l ln o  t ra n s p o r ta t io n  in c lu d in g  
am o rt iz a t io n  o f  c a p i ta li z e d  in t e r e s t  f o r  investm ents in  t h i s  p ro p a rty  a t  
a r a t e  n o t to  exceed the average c o s t o f  borrowed c a p i t a l to  the ta x ­
payer du ring  the  y e a r in  which i t  i s  c a p i t a l i z e d ;

(0 )  the am o rt iz a t io n  o f  le a s e  a c q u is it io n  payments and taxoa 
pa id  under AS A3.56 and AS 2 9 .5 3  (in c lu d in g  c a p i t a l i z e d  in t e r e s t  on 
b o th ) f o r  o r  on producing p ro p e r t ie s  b e fo re  the commencement o f  com­
m e rc ia l p roduc tion  f r o n  the le a s e  o r  p ro p e rty  f o r  which the p ro p e rty  i s  
bo ing  used;

(7 )  in t e r e s t  expense n o t c a p i t a l i z e d  o f  the c o rp o ra t io n , to  
the e x ten t th a t i t  doos n o t exceed th a t  p o r t io n  o f  the t o t a l  in t e r e s t  
p a id  by the c on so lid a ted  business o f  which the c o rp o ra t io n  i s  a p a r t ,  
determ ined by m u lt ip ly in g  the t o t a l  in t e r e s t  (reduced by intercompany 
t ra n s a c t io n s  w ith in  the c on so lid a ted  b u s in e ss ) by a f r a c t i o n ,  the numer­
a t o r  o f  which i s  tho v a lu e  o f  the c o rp o ra t io n 's  r e a l  and ta n g ib le  p e r ­
s o n a l p ro p e rty  used d i r e c t ly  in  the p rod uc tion  o f  o i l  o r  gas from  a 
le a s e  o r  p ro p e rty  in  the s ta te  and the denom inator o f  which le  the va lu e  
o f  a l l  r e a l  and ta n g ib le  p e rson a l p ro p e rty  o f  the c o n so lid a te d  b u e ln e ss ;

(b ) expenses In cu rre d  by the c o rp o ra t io n  e f t o r  December 3 1 , 
1977 o f  u n su ccess fu l e x p lo ra t io n  o f  o i l  o r  gas in  the s ta t e  in c lu d in g  
the a c q u is it io n  coate o f  abandoned p ro p e r t ie s , d ry  h o le  c o s ts  and the 
c o s ts  o f  g eo lo g ic  end g ooph ye lc s l e x p lo ra t io n  r e la t e d  to  those abandonod 
p ro p e r t ie s ;

(9 )  g ene ra l ovorhoad o r  a d m in is t ra t iv e  expense in cu rre d  by 
the c o rp o ra t io n  a t t r ib u ta b le  to  the p roduc tion  o f  o i l  o r  gas from  a 
le aae  o r  p ro p e rty  in  the s ta te  to  the ex tan t th a t i t  does n o t exceed the 
le s s e r  o f t

(A) th a t p o r t io n  o f  tha t o t a l  g en e ra l overhead o r  admin­
i s t r a t i v e  expense in cu rred  by the c o n so lid a te d  bue lness o f  which 
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Che c o rp o ra t io n  la  a p a re , determ ined by m u lt ip ly in g  the t o t a l  
g en e ra l overhead o r  a d m in is t ra t iv e  expense by a f r a c t io n ,  the 
numerator o f  which i s  the v a lu e  o f  the c o rp o ra t io n 's  r e a l  and 
ta n g ib le  p e rson a l p ro p e rty  used d i r e c t ly  in  the p roduc tion  o f  o i l  
o r  ges from  a le a s e  o r  p ro p e rty  in  the s ta t e  and the denom inator o f  
which i s  Che v a lu e  o f  a l l  r e a l  and ta n g ib le  p e rson a l p ro p o rty  o f  
the c o n so lid a te d  b u s in e ss , o r

(B ) the sum o f  $ 0 .1 2  f o r  each b a r r e l o f  o i l  and $0 .0 7  
f o r  each thousand cubic fe e t  o f  gas produced from  a le a s e  o r  p ro -  
p e r ty  in  the s t a t e .
(d ) Deductions from  g ross income under t h is  s e c t io n  s h a l l  not 

In c lu d e  expenses p re v io u s ly  deducted on a re tu rn  f i l e d  under AS A 3 .20 .
(e )  Where a c o rp o ra t io n  su b je c t  to  th is  chap te r sha res the p ro ­

duc tion  o r  p roceeds o f  the p roduc tion  from  a le a s e  o r  p ro p e rty  through a 
w orking in t e r e s t ,  r o y a lt y  in t e r e s t ,  o v e r r id in g  r o y a lt y  in t e r e s t ,  p ro ­
duc tion  payment, n e t p r o f lc  in t e r e s t ,  jo i n t  ven tu re  o r  o th e r agreement, 
the department s h a l l  a l lo c a t e  the daductions f r o u  g ross income batweon 
the c o rp o ra t io n  and Che persons w ith  whom i t  lias such an agreement in  
accordance w ith  tho terms o f  Che agreement.

Sec . 4 3 .2 1 .0 3 0 . DETERMINATION OF IMCOJE FROH OIL AND GAS PIPELINE 
TRANSPORTATION, (a )  Except aa p rov id ed  in  (c ) o f  t h is  s e c t io n , ta xab le  
income a t t r ib u t a b le  to  Che t ra n a p o r ta t lo n  o f  o i l  in  a p ip e lin e  engaged 
in  In t e r s t a t e  cocuerce in  A laska s h a l l  be d e te ru ln od  by tha dapartnon t 
and a h a l l  be Che amount re p o rte d  o r  chat would bo re q u ire d  to  be r e -  
p o rted  to  Che F od e ra l Energy R eg u la to ry  Commission o r  i t s  successo rs  as 
ne t op e ra t in g  income, le a s  chose p o r t io n s  o f  in t e r e s t  and g tn o ra l admin­
i s t r a t i v e  expense a t t r ib u ta b le  to  tha p lp a l ln e  t ra n s p o r ta t io n  o f  o i l  in  
Che s t a t e ,  except th a t ta x ab la  income a h a l l  a ls o  in c lu d e  taxes on o r  
measured by In coae . The department s h e l l  e s ta b li s h  re g u la t io n s  govern -
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lo g  tho d e te rm in a tion  o f  in t e r e s t  end g en e ra l a d m in is t ra t iv e  expense 
a t t r ib u t a b le  t o  p ip e lin e  t ra n a p o r ta t lo n  o f  o i l  in  the s t a t e .

(b ) Except as p rov ided  in  (c )  o f  th la  s e c t io n , ta x ab le  income 
a t t r ib u t a b le  to  the t ra n a p o r ta t lo n  o f  n a tu ra l gaa In  a p ip e lin e  engaged 
in  in t e r s t a t e  commerce in  A laska s h a l l  be determ ined by the department 
and s h a l l  be the amount re p o rte d  o r  th a t  would be re q u ire d  to  be r e ­
p o rted  to  the F ed e ra l Lnergy R egu la to ry  A dm in is tra tion  as n e t o p e ra tin g  
income le s s  th a t p o r t io n  o f  in t e r e s t  and g en e ra l a d m in is t ra t iv e  expanse 
a t t r ib u t a b le  to  p ip e lin e  t ra n s p o r ta t io n  in  the s t a t e ,  except th a t tho 
ta x ab le  income s h a l l  a ls o  in c lu d e  taxos on o r  measured by income. The 
department s h a l l  e s ta b lis h  re g u la t io n s  govern ing the d a te rm in a tion  o f  
in t e r e s t  and g en e ra l a d m in is t ra t iv e  expanse a t t r ib u t a b le  to  p ip e lin e  
t ra n a p o r ta t lo n  o f  n a tu ra l gas in  the s t a t e .

(c )  Taxab le  Incone a t t r ib u ta b le  to  the t ra n a p o r ta t lo n  o f  o i l  o r  
n a tu ra l gas in  A laska o f  any c o rp o ra t io n  not under tha F ed e ra l dnorgy 
R eg u la to ry  Commission J u r is d ic t io n , o r  o f  a c o rp o ra t io n  under the J u r i s ­
d ic t io n  o f  the F ed e ra l energy R egu la to ry  Commission bu t n o t re p o rt in g  
the o p e ra t io n  o f  p ip e lin e s  in  A laska s e p a ra te ly  from  tho o p e ra t io n  o f  
p ip e lin e s  e laow haro , a h a l l  bo determ ined by the department and s h a l l  be 
based upon an amount equa l to  th a t which would have been re p o rte d  to  the 
Fudera l Energy R egu la to ry  Commission under (a )  o f  th is  s e c t io n  in  the 
case o f  o i l  p ip e lin e s , o r  (b ) o f  t h is  s e c t io n  in  the case o f  n a tu ra l gaa 
p ip e lin e s , had the c o rp o ra t io n  boon, in  f a c t ,  under F e J e ra l Energy 
R egu la to ry  C o ra ls • ion  J u r is d ic t io n  f o r  the ta x ab le  yea r and re q u ire d  to  
re p o r t  on the o p e ra t io n  o f  A laska p ip e lin e s  s e p a ra te ly  from  tha op e ra ­
t io n  o f  p ip e lin e s  e lsew here .

Sec. 4 3 .2 1 .0 4 0 . JLTL RML1ATION OF INCOHL PROM ACTIVITIES OTilEK TUAN 
OIL AiiD CAS PRODUCTION OR PIPELINE TRANSPORTATION, (e )  Taxab le income 
o f  a c o rp o ra t io n  su b je c t to  th is  chap te r from  a c t i v i t i e s  In  th is  s ta te  
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o th e r than the p rod uc tion  o f  o i l  o r  gaa f r o n  a le a a e  o r  p ro p e rty  In  the 
a ta te  o r  the p ip e lin e  t ra n a p o r ta t lo n  o f  o i l  o r  gaa in  the a ta te  a h a l l  be 
determ ined in  accordance v i t h  the raethod e a ta b lla h e d  in  a r t .  IV  o f  AS
A 3 .1 9 .0 1 0  and in  AS 4 3 .2 0 .0 7 1 , aa c o d i f ie d  by (b ) -  (e ) o f  t h la  s e c t io n .

(b ) The t o t a l  ta x ab le  incoae o f  the c o n so lid a te d  business s h a l l  be
the n e t income dc te rn in ed  and c e r t i f i e d  by an independent c e r t i f i e d  
p u b lic  accountant f o r  the purposes o f  a r e p o r t  to  sh a re h o ld e rs  cove ring  
i t s  ea rn ing s and p r o f i t s  f o r  the ta x a b lo  y e a r (c a lc u la te d  v lt h o u t  reg a rd  
to  any taxes on o r  measured by n o t in com e), le s s  the ta x a b le  incoae o f  
the c o rp o ra t io n  as determ ined under se c s . 20 and 30 o f  t h i s  ch ap te r .

(c )  The muaoracor and denom inator o f  the p ro p e rty  f a c t o r ,  o f  tho 
p a y r o l l  fa c t o r  and o f  the s a le s  fa c t o r  s h a l l  be c a lc u la te d  v lth o u t  
ro fe re n c e  to  th a t p o r t io n  o f  p ro p e rty , p a y r o l l  o r  s a le s  d i r e c t ly  r e la t e d  
to  tho p roduc tion  o f  o i l  o r  ga® from  a le a s e  o f  p ro p e rty  in  the s ta to  o r  
tho p ip e lin e  t ra n a p o r ta t lo n  o f  o i l  o r  gas in  tho s t a t e .

(d ) C o ro n a  a t  ion  earned by employees o f  tho c on so lid a te * ’ business 
who a re  employed in  the United S ta te s  bu t n o t in  any s ta te  s h a l l  be 
Inc luded  in  the nutaorator o f  the p a y r o l l  fa c t o r  i f  the employees e ra  
d i r e c t ly  supp lie d  f r o u  a base o f  o p e ra t io n s  m ain ta ined in  th is  s t a t o .

(e )  The va lu e  o f  o i l  o r  gas p roduc tion  f a c i l i t i e s  o r  o th e r  p ro ­
p e r t ie s  o f  Che c o n so lid a te d  business which a re  lo c a te d  in  the United 
S ta te s  but no t in  any s ta te  s h e l l  be in c luded  in  th s n u a e rs to r  o f  the 
p ro p e rty  fa c t o r  i f  tho p ro p e rty  i s  s e rv ic e d  o r  su p p lie d  from  a base o f  
o p e ra t io n s  m aintained in  the s ta te  o r  i f  Chet p ro p e rty  r e l i e s  on onshore 
f a c i l i t i e s  in  th is  s ta t s  f o r  a to rsg s  o f  the o i l  o r  gas produced.

Sec. 4 3 .2 1 .0 3 0 . ASSESSMENT OF IUCOKK AND TAX. (e )  The department 
• h a l l  assees ta x a b lo  Incoae end the eoount o f  te x  payab le on th a t ta x ­
a b le  Income.

(b ) On o r  b e fo ro  August 13 o f  each year the department s h a l l  tend
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to  ove ry  c o rp o ra t io n  ta x a b le  under th la  chap te r a n o t ic e  o f  assessment 
shoving the amount o f  Income ta x a b le  under th is  ch ap te r f o r  the p rev iou s 
y e a r and the amount o f  ta x  payab le on th a t ta x a b le  income.

(c )  F o r purposes o f  th is  chap te r the department may combine ta x ­
a b le  Incomes o f  c o rp o ra t io n s  su b je c t  to  ta x  undar t i l ls  chap te r who a re  
p a r t  o f  the sauu c o n so lid a te d  bu a ln css .

See . 4 3 .2 1 .0 6 0 . XETURAS. On o r  b e fo re  A p r i l 13 o f  each y e a r , a 
c o rp o ra t io n  su b je c t to  ta x  under t h is  chap to r s h a l l  submit a r o tu m  In  a 
fo rm  p re sc r ib e d  by the department s o t t in g  ou t in fo rm a tio n  rc q u iro d  by 
the department to  determ ine ta xab le  Income. F o r purposes o f  th is  chap­
t o r ,  tuc department nay re q u ire  co rp o rac lon a  s u b je c t to  tax  under t i l l s  
cnap tc r who a re  p a r t  o f  the same c o n so lid a te d  business to  f i l e  a s in g le  
r e tu rn .

See. 4 3 .2 1 .0 7 0 . FAYlltirr OF TAX. The ta x  lo v io d  undor th is  chap te r 
i s  payab le to  the doparcacnt on o r  b e fo re  Septumbor 30 o f  each yea r o r  
in  in s ta llm e n ts  a t  the times and under the c o u d lt lo n s  thu department nay 
by re g u la t io n  re q u ire . Th is tax  i s  payab le  on the due date s o t ou t La 
th is  s e c t io n  even though the assessment i s  under appea l o r  the v a l i d i t y ,  
e n fo r c e a b i l i t y  o r  a p p lic a t io n  o f  th is  chap te r o r  any p ro v is io n  o f  th is  
chap te r i s  cha llenged  b e fo re  the department o r  in  the c o u r ts .

Sec. 4 3 .2 1 .0 8 0 . TXAASITlOiiAL HULLS. The d epa rtcen t a h u ll p ro v id e  
by re g u la t io n  t r a n s i t io n  ru lo s  f o r  c o rp o ra t io n s  su b je c t to  ta x  under AS
4 3 .2 0  b e fo re  the e f f o c t lv o  d a t j o f  t h is  Act to  avo id  doub le ta x a t io n  o f  
the eauu income o r  doub le deduction o f  tho same uxponsu o f  thoso c o r ­
p o ra t io n  a as a r e s u lt  o f  becoming su b je c t to  ta x  under th is  ch ap te r.

hoc. 4 3 .2 1 .U 9 0 . iU&ULATXO.JS. Too department may adopt re g u la t io n *  
in  accordance w ith  the A dm in is tra tiv e  Pr^ceuuro Act (AS 4 4 .6 9 ) as appro­
p r ia t e  to  a d n in la to r  and en fo rc e  th la  ch ap te r.

Sec . 4 3 .2 1 .1 0 0 . PLiiALTZLS. The p e n a lt ie s  e s ta b lis h e d  in  ch . 20 o f  
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this title apply to this chapter.

See. 43.21.110. PUBLIC REPORTING. (a) The commissioner of reve­

nue shall conpilo and transcdt to the legislature An annual consolidated 

report of state revenues and taxation policies under this chapter. This 

report shall Include total aggregate income tax paid uy corporations 

covered under tnis chapter and aggregate income and deductions by cate­

gory, so classified a s  to prevent the identification of particular 

returns or roports.

(b) Tno legislative auditor shall transmit to the legislature an 

annual report reviewing the actions of the department In administering 

this chapter.

See. 43.21.120. O L F U r r i G d S .  Unless the context requires oth e r­

wise tno definitions contained in AS 43.33.140 are applicable to this 

chapter. In addition, in this chapter

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

the offshore oil or gas production operations fron which goods, services 

and supplies flow to tiiose offshore oil or gas production oparstlous;

(2) "consolidated business" means a corporation or group of 

corporations having at least 30 per cant coroon owucrship, direct or 

Indirect, or a group of corporations in vnlch thore la cotiuon control 

elthcr direct or indirect as evidenced by any arra n g e m e n t , contract or 

Agrcamonc.

* Sec. 4. Tala Act applies to taxablo lncocc aaruod or rocalvad after 

haceabor 31, 1977.

* Sec. 3. The Act tekoa effect Immediately in accordance with AS 01.10.- 

070(c).
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4 / 2 7 / 7 7

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

S E N A T E

The Corrr.it.toc on F1MANCE___________________  h™ had _ S3 \Q5 _

Alaska net it\corac tax . „ . .
under consideration. A nn.joritv of ?r,i: rr,cabers nf the Cornittce

/“? rccownonds it do puns

/J7 recorvzcnds it Jo not parr.

/ ~7 rccorracnds i*. do pass with attached nccndr.enlfs)

/J7 rccorrendn it be replaced with CS f o r   _______________  and that

CS for _ _ _ _ _ _ _ _ _ _ _ _ _  do pans

/ ' (and) rccoroonda It be re furred to the _____________ ___________ _________

cornlttec

y*~7 re p o rts  i t  bn .V w ithout »*•• rr^ r. ia t  Ion 

«V .y  a t t a c h e s  a re p o rt o f  S*.t in *c r . '
/_7 ( o t h e r )     _________ ___ _ _ _ _ _ _ _

VjIMBF.n:: ; ?MH MAJORITY PKP'HT:

 __________________  l) ft ’ v

Mr. P r e s ! l e n t :

MiiMftfcK: S O T  tOJi^KRlJia IK TS«K KA.*r M I T Y  R R M K 7 I  

_ _ _ _ _  _ _ ^  ~ = _ _  r^cooBcndt*:

j*rf(cafl*vrj>dj»: ___________r s  / r s * *  * w * s a r -  *  •*

?*tt c o n ^ e  n  d r : ______________

P»»a s’ m a n



1/31/77

Mr. P re s id e n t :

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

S E N A T E  * * F i n a n c e

D a t e

h<i3 had SB 105The Committee on RESOURCES ________________  _________
Alaska nee income tax

under consideration. A majority of the members of the Commit tee

/~7 recommends i t  do pass

f ~7 recommends i t  do not pass

/ ~ 7  recommends i t  do pans w ith  a ttach ed  amendment(s) ./I

recommends i t  be rep laced  w l tn  CS fo r   / S f S  IC L i and th a t

C S  fur o £ » _ J . C S T .  ~ — *=■= ] l v k i , / u ( t i n l  R f ' t / V / *

/_7  (and ) recommends i t  be re fe r re d  to t h e ______________________________ __________

co-salttee

/  V  :v»por ts  back  w i t h o u t  r e c > rm c n d a t i o u  
/  ~f  A’ J'J a t t a c h e s  a r e p o r t  o f  i t s  i n t e n t

u  « r j  ______________________________________

y ± : : m : X '  Tit:-; .va.;ohitv k k p ok?:

.V / v  - i - t - L i .  A & J — / A C c  . —

& S J  . .

l- f I / J c  /> ' >  J

BEK;: !iUT,COll£tJHHIl!0 S!l TUP, MAJORITY KHPORT: 
V / r / .  t  / A ///Z^ i re r rr : :

/
•iiil #i.u-:ivurhsJJ'J

— a

r e c o m m e n d s : 

recommends:

l i J L J l S S = ^ L
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O rig in a l spon so r: Ru les Committee O f f f r c t l :  4 /2 7 /7 7
by req u e s t o f  the  L e g is la t iv e  C ounc il R e f e r r e d :  F in an c e

j ( f o r  the  Subcommittee on O i l  and Cas 
Leasing and Taxing P o l i c i e s )

* |IH  THE SENATE BY THE RESOURCES COMMITTEE
2 CS FOR SENATE BILL NO. 105
3 IH  THE LEGISLATURE OF THE STATE OF ALASKA
* TENTH LEGISLATURE -  FIRST SESSION
* A BILL
& Fo r an Act o n t l t le d :  "An Act r e la t in g  to  the A laska ne t incoae ta x ; and
7 1 p ro v id in g  f o r  an e f fe c t iv e  d a te ."
8 BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
o *  S ec tion  1 . LEGISLATIVE FINDIilCS AND INTENT. The le g i s la t u r e  fin d s  and
0 d e c la re s  th a t  the method o f  ap p o rtio n in g  incoae f o r  tax  purposes under the
1 " U n i f o rm  D iv is io n  o f  Incooo f o r  Tax Purposes" f o rm u l a  eabod led in  the M u lt i-
2  S ta te  Tax Compact (AS 4 5 .1 9 ) and AS 4 3 .2 0 .0 6 5  does n o t f a i r l y  re p re sen t the 
i e x ten t o f  the business a c t i v i t i e s  in  th is  s ta te  o f  m u lt i - s t a t e  c o rp o ra tio n s  
1 engaged In  the p roduc tion  and p ip e lin e  t re n s p o r ta t lo n  o f  crude o i l  and
* n a tu ra l gas in  A la sk a . The le g i s la t u r e  th e re fo re  In tends th a t the p ro v is io n s  
)• o f  s e c t io n  18 o f  a r t i c l e  IV o f  tha M u lt i -S ta te  Tax Compact (AS 4 3 .1 9 ) vh lch

a llow  sep a ra te  accounting o f  Income s h a l l  be adopted f o r  the de te rm ina tion  o f  
h| c o rp o ra te  Income ta x  l i a b i l i t y  on income de rived  from  the p roduc tion  and 

p ip e lin e  t ra n s p o r ta t io n  o f  o i l  and gaa and r e la t e d  a c t i v i t i e s .  The le g l s la -  
j tu re  fu r t h e r  In tend s chat s ep a ra te  accounting s h a l l  r e s u lt  in  the assessment 

?> I o f  ta x  ag a in s t m u lt i - s t a t e  c o rp o ra t io n s  so th a t the tax  pa id  by these c o r -  
2 2 1 p o ra t lo n a  w i l l  be commensurate w ith  tha tax  th a t would be pa id  by c o rp o ra ­

t io n s  owning and o p e ra t in g  o n ly  the A laskan asaa ta  o f  thosa m u lt i - s ta te  
co rpo ra  d o n e .

*  Sec . 2 . AS 4 3 .2 0 .0 1 1  i s  emended by adding e new subsec tion  to  re ad :
( ! )  F o r pu rposes o f  determ in ing  ta x ab le  income under ( a )  o f  t h la  

a e c t lo n  th a t p a r t  o f  income o f  any c o rp o ra t io n  d e riv ed  In  A laska from 
o i l  o r  n a tu ra l g*a p ro d u c tion  o r  the t ra n s p o r t a t lo o  o f  crude o i l  o r  
n a tu ra l gas by p ip e lin e , in c lu d in g  Income from  r o y a l t i e *  on o i l  end gaa
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p rod u c tion , s h a l l ,  n o tw ith stand ing  sac . 65 o f  th ia  ch ap te r , be d e te r ­
mined by sep a ra te  accounting undar the a u th o r i ty  o f  s e c t io n  18 o f  
a r t i c l e  IV  o f  the M u lt i -S ta te  Compact (AS 4 3 .1 9 .0 1 0 ) and in  accordance 
w ith  se e s . 67 -  69 o f  t h is  ch ap te r .
Sec . 3 . AS 4 3 .2 0  i s  amended by adding new se c t io n s  to  ro a d :

Sac. 4 3 .2 0 .0 6 7 . DETERMINATION OF OIL AND NATURAL CAS PRODUCTION
INCOME, ( a )  Tha d e te rm in a tion  o f  ta x ab le  income a t t r ib u t a b le  to  o i l  
end n a tu ra l gaa p roduc tion  in  A la sk a , as re q u ire d  under aec . 1 1 ( 0  o f  
t h is  ch ap te r , s h e l l  be c a lc u la te d  using g ro ss  Income and deductions from 
g ro ss  Income as d e fin ed  in  th is  s e c t io n .

(b ) C ross income from  o i l  end gas p roduc tion  in  A laska  s h a l l  be 
the v a lu e  o f  o i l  and gas produced as e s ta b lis h e d  f o r  pu rposes o f  the o i l  
and gas p ro p e r t ie s  p roduc tion  ta x , in  accordance w ith  the p ro v is io n s  o f  
ch . 55 o f  t h la  t l t l o .

(c )  Deductions from  g ro ss  income f o r  tha purposes o f  determ in ing 
ta x ab le  p roduc tion  income s h e l l  In c lu d e :

(1 )  r o y a l t i e s  a c tu a l ly  pa id  whether in  k ind  o r  in  v a lu e ;
(2 )  severance taxes a c tu a l ly  pa id  f o r  which no p r i o r  deduc­

t io n  has bean c la im ed f o r  income ta x  pu rposes ;
(3 )  p ro p e rty  taxes a c tu a l ly  paid  by tha c o rp o ra t io n  taxpaye r 

on producing p ro p e rty  end f a c i l i t i e s  d i r e c t ly  a s so c ia te d  w ith  producing 
p ro p e rty , in c lu d in g  f a c i l i t i e s  f o r  the g a th e rin g , t re a t in g  end p repa ring  
o f  th s o i l  o r  gas f o r  shipment, p rov ided  the payments e re  made a f t e r  the 
da te  o f  i n i t i a l  p roduc tion  o f  the p ro p e rty  w ith  which they a re  a s so c ia te d ;

( 4 )  the d i r e c t  c o s ts  in cu rred  by the c o rp o ra t io n  taxpaye r In  
op e ra t in g  o i l  o r  gee f i e ld s ,  In c lu d in g  the c o s ts  o f  g a th e rin g , t re a t in g  
and p rep a rin g  o i l  o r  gaa ' o r  shipment, but n e t o f  any payments re c e iv ed  
f o r  those s e rv ic e s  and no t In c lu d in g  In d ir e c t  co s ta  and overhead except 
as p rov ided  in  (6 )  o f  t h le  sub sec tion ;
105 -2- COMMITTEE COPY
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( 5 )  d e p re c ia t io n  on investm ents which a re  a s so c ia te d  w ith  the 
p ro d u c tion , g a th e r in g , t re a t in g  and p repa ring  f o r  shipment o f  the o i l  o r  
g a s , and which a re  lo c a te d  in  o r  ad ja c en t to  the s i t o  o f  p ro d u c tio n , 
in c lu d in g  d e p re c ia t io n  on in t e r e s t  c a p i ta li z e d  a t  a r a te  n o t to  exceed 
the average c o s t  o f  borrowed c a p i t a l to  the c o rp o ra t io n  taxpaye r du ring  
the y e a r in  which i t  i s  c a p i ta li z e d  and a ls o  in c lu d in g  the am o rt iz a t io n  
o f  le a so  a c q u is it io n  payments and p ro p e rty  taxes pa id  f o r  o r  on p ro - 
duclng p ro p e r t ie s  b e fo re  tha commencement o f  p roduc tion  on the le a s e ­
h o ld , f a c i l i t i e s  o r  investm ent a sso c ia ted  w ith  i t ;

(6 )  in t e r e s t  expense not c a p i t a l i z e d , to  tho ex ten t th a t  i t  
does no t excued a p o r t io n  o f  t o t a l  In t e r e s t  pa id  by tho c o rp o ra t io n , i t s  
s u b s id ia r ie s  and a f f i l i a t e s ,  determ ined by m u lt ip ly in g  t o t a l  in t e r e s t  
paid  by a f r a c t i o n ,  the numerator o f  which is  the book v a lu e  o f  the 
c o rp o ra t io n 's  f ix e d  a s se ts  in  and a s so c ia ted  w ith  the p roducing p ro p e r­
t ie s  in  A laska and the denom inator o f  which is  tho book v a lu o  o f  a l l  
f lx o d  a s s e ts  h e ld  by the c o rp o ra t io n , i t s  s u b s id ia r ie s  and a f f i l i a t e s j

( 7 )  expounds In cu rre d  a f t e r  December 31 , 1976 o f  u n su ccess fu l 
e x p lo ra t io n  e f f o r t s  f o r  o i l  and gas in  A la sk a , in c lu d in g  the a c q u is it io n  
c o s ts  o f  p ro p e r t ie s  abandoned, d ry  h o le  c o s ts , and the co s ta  o f  g e o lo g ic  
and geophys ica l e x p lo ra t io n  on o r  r e la t e d  to  those p ro p e r t ie s .

(d ) The depe rtnen t s h e l l  e s ta b lis h  re g u la t io n s  cove ring  the c a lc u ­
la t i o n  o f  d ep re c ia t io n  c o s t s , the a l lo c a t io n  o f  in t e r e s t  c o s t s , the 
d e f in i t i o n  o f  f a c i l i t i e s  a s so c ia ted  w ith  tha p rod u c tion , g a th e rin g , 
t re a t in g  and p rop e rln g  f o r  shipment o f  o i l  end gas , end o th e r m a tte rs  
necessary t o  implement t h is  s e c t io n .

(e )  Deductions from  g ro ss  income under th is  a a c t lo n  s h a l l  not 
ln c lu d s  expenses p re v io u s ly  deducted on s re tu rn  f i l e d  under t h is  
chap te r.

Sec. 4 3 .2 0 .0 6 S . OETUtHlUATZOff OF CftUOK OIL AHD  MATUKAL CAT 
I t *  V.Ul-’V, . j .  CM» l o i



PIPELINE TRANSPORTATION INCOME, (a )  Taxab le income a t t r ib u t a b le  to  the 
t ra n s p o r ta t io n  o f  crude o i l  in  in t e r s t a t e  commerce in  A laska  s h a l l  bo 
tha sum o f  the amount re p o rte d  to  the In t e r s t a t e  Cocnerce Commission 
under the c a teg o ry  "n o t ba lance t ra n s fe r re d  f r o a  income" as s p e c i f ie d  as 
o f  January  1 , 1977 in  49 CFR 10 P a r t  1204 , account 700 and o f  fe d e ra l 
income taxes p a id  as s p e c i f ie d  as o f  January  1 , 1977 in  49 CFR 10 P a r t  
1 204 , accounts 670 and 695 , and o f  taxes a c tu a l ly  pa id  under sec . 1 1 (e ) 
o f  t h la  ch ap te r . A ta x  re tu rn  re p o r t in g  th a t income a h u l l be accompanied 
by a c e r t i f i c a t i o n  f r o a  the A laska P ip e l ln o  Commission to  the  e f f e c t  
th a t to  the b es t o f  the c o nm lss lo n 's  knowledge and b e l i e f  the income 
c a lc u la t io n  has beon made in  accordance w ith  the p r in c ip le s  e s ta b lis h e d  
by the In t e r s t a t e  Commerce Commission, o r ,  i f  in  the op in io n  o f  the 
coosa lss ion , tho income i s  n o t re p o rte d  in  accordance w ith  the re g u la t io n s  
o f  the In t e r s t a t e  Coemarco Corx le s io n , thon a statem ent to  th a t e f f e c t ,  
id e n t i fy in g  the d e f ic ie n c ie s  o f  the re p o r t  and, i f  p o s s ib le , p ro v id in g  a 
re p o r t in g  o f  the t ru e  and c o r re c t  income.

(b) Tr tab lo  Income a t t r ib u t a b le  to  the t ra n s p o r ta t io n  o f  n a tu ra l 
gas in  in t e r s t a t e  commerce in  A laska s h a l l  be the sun o f  the amount 
re p o rte d  to  the F ed e ra l Power Coen Is * io n  under the c a teg o ry  "ba lance  
t r a n s fe r re d  f r o a  income" as s p e c if ie d  in  18 CFR 1 , P a r t  2 0 1 , account 
433 and o f  fe d e ra l income taxes pa id  as s p e c if ie d  as o f  January  1 , 1977 
in  18 CFR 1 , P a r t  2 0 1 , accounts 4 0 9 , 4 0 9 .1 , 4 0 9 .2  aud 4 0 9 .3 , and o f  
taxes a c tu a l ly  pa id  under se c . 1 1 (e ) o f  t h is  c h ap te r . A ta x  re tu rn  
re p o r t in g  th a t income s h a l l  be accompanied by a c e r t i f i c a t i o n  from  the 
A laska  P u b lic  U t i l i t i e s  C o s s ls s lo n  to  the e f f e c t  th a t  to  tho b e s t o f  the 
comm ission 's knowledge and b e l i e f  the income c a lc u la t io n  has been made 
in  accordance w ith  the p r in c ip le s  e s ta b lis h e d  by the F ed e ra l Power 
Commission, o r ,  i f  in  the o p in io n  o f  the coem iss ion , the Income i s  not 
re p o rte d  in  accordance w ith  the re g u la t io n s  o f  the F ed e ra l Power
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1 C ona iss ion , than a statem ent Co th a t e f f e c t ,  id e n t i fy in g  the d e f ic ie n c ie s
2 •' o f  the  re p o r t  and, i f  p o s s ib le , p ro v id in g  a re p o r t in g  o f  the t ru e  snd
3  c o r re c t  incone .

(c )  Taxab lo Incoae a t t r ib u t a b le  to  the t ra n s p o r ta t io n  o f  crude o i l  
5  in  A laska  o f  any c o rp o ra t io n  n o t under In t e r s t a t e  Cotnccrce Coraniaslon
c J u r i s d ic t io n , o r  o f  s c o rp o ra t io n  under the In t e r s t a t e  Cocnerce Cottnia-
7 s Io n  but n o t re p o r t in g  the o p e ra t io n  o f  p ip e lin e s  in  A laska  s e p a ra te ly
h f r o a  the o p e ra t io n  o f  p ip e lin e s  e lsew here , s h a l l  be an aaounc equa l to
o th a t which would have been re p o rte d  to  tha In t e r s t a t e  Comncrco Commission
io under (a )  o f  t h is  s e c t io n  had the c o rp o ra t io n  been. In  f a c t ,  under
n In t e r s t a t e  Conaerco C o m ls s lo n  J u r is d ic t io n  f o r  the ta x ab le  y e a r and
1 7 re q u ire d  to  re p o r t  on the o p o ra t io n  o f  A laska p ip e lin e s  s e p a ra te ly  f r o a
i.i the o p e ra t io n  o f  p ip e lin e s  e ls e v h e ro . A tax  ro tu m  re p o r t in g  th a t

incoae s h a l l  be accoopan led by a c e r t i f i c a t i o n  f r o a  the A laska  P ip e lin e  
Vj Commission to  the e f f e c t  th s t  to  the b es t o f  the c o ta t le s lo n 'a  knowledge

and b e l i e f  the Incoae c a lc u la t io n  has been uado In  accordance w ith  the 
p r in c ip le s  e s ta b lis h e d  by the In t e r s t a t e  Coesaerco C o on is s lo n , o r ,  I f  In

10

1 7

i h  the op in io n  o f  the c o e a is s lo n , tho incoae i s  no t re p o rte d  in  accordance
in w ith  the re g u la t io n s  o f  the In t e r s t a t e  Coanerce C o m ls s lo n , then a
to s ta ta o e n t to  th a t e f f e c t .  Id e n t i fy in g  the d e f ic ie n c ie s  o f  the r e p o r t
71 and, i f  p o s s ib le , p ro v id in g  a re p o r t in g  o f  tha t ru e  and c o r re c t  In coae .
7 7  (d ) Taxab le Incoae a t t r ib u t a b le  to  the t ra n s p o r ta t io n  o f  n a tu ra l
7 1  gas in  A laska by any c o rp o ra t io n  n o t under the J u r is d ic t io n  o f  the
7 4  F ed e ra l Power Cossaisslon , o r  o f  a c o rp o ra t io n  under F ed e ra l Power Coasals-

a Ion  J u r is d ic t io n  but n o t re p o r t in g  the o p e ra t io n  o f  A laska  p ip e lin e s
s e p a ra te ly  f r o a  the o p e ra t io n  o f  p ip e lin e s  e lsew he re , a h a l l  be an aoount

7 / equa l to  th a t which would have been re p o rte d  to  the F ed e ra l Power C om la -
7 8  a Ion  under (b ) o f  t h i s  s e c t io n  had the c o rp o ra t io n  been. In  f a c t ,  under
&  F ed e ra l Power C oon iss lon  J u r is d ic t io n  f o r  the ta x ab le  y e a r and re q u ire d

z m i l / u , “*• C S S B  1 0 5



to  rapor*. on the o p e ra t io n  o f  A laska  p ip e lin e s  s e p a ra te ly  from  the op e ra ­
t io n  o f  p ip o l ln e s  e lsew he re . A ta x  re tu rn  re p o r t in g  th a t  Income s h a l l  
be accompanied by a c e r t i f i c a t i o n  from  the A laska  P u b lic  U t i l i t y  Cotanis- 
s lo n  to  the e f f o c t  th a t  t o  the b e s t o f  tho c om a ls s lo n 's  knowledge and 
b e l i e f  the Income c a lc u la t io n  has been made in  accordance w ith  the 
p r in c ip le s  e s ta b lis h e d  by the F ed o ra l Power C oam lss lon , o r ,  i f  in  the 
o p in io n  o f  the commission, the income la  n o t re p o rte d  in  accordance w ith  
tha re g u la t io n s  o f  the F ed e ra l Power Commission, then a statem ent to  
th a t  e f f e c t ,  id e n t i fy in g  the d e f ic ie n c ie s  o f  the r e p o r t  and , i f  p o s s ib le , 
p ro v id in g  a re p o r t in g  o f  the t ru e  and c o r re c t  income.

(e )  The c e r t i f i c a t i o n s  o f  the A laska  P lp o lin e  C oon iss lon  and the 
A laska  P u b lic  U t i l i t i e s  Commission subm itted in  accordance v i t h  th is  
s e c t io n  do n o t p re ju d ic e  any fu tu re  a c t io n  by the re s p e c t iv e  c o n a is s ion  
n o r p reven t the re s p e c t lv o  commission from  subm itting  a re v is e d  c e r t i ­
f i c a t i o n  w ith in  th re e  y e a rs  o f  the due date o f  the ta x  re tu rn  in  support 
o f  which i t  was o r i g i n a l ly  f l l o d .

( f )  noth ing  in  th i s  s e c t io n  o r  in  se c . 67 o f  t h is  ch ap te r l im i t s  a 
c o rp o ra te  ta x p a y e r 's  r ig h t  to  appea l o r  the taxpaye r rem edies p rov ided  
under ch . 5 o f  t h is  t i t l e .

Sec . 4 3 .2 0 .0 6 9 . DETERMINATION OF INCOHE FROM OTHER ACTIVITIES OF 
CORPORATIONS ENGAGED IN O IL OR NATURAL GAS PRODUCTION OR TRANSPORTATION. 
Taxab le Income from  a c t i v i t i e s  o th e r  than o i l  o r  n a tu ra l gas p roduc tion  
o r  p ip e lin e  t ra n s p o r ta t io n  s h a l l  be determ ined by su b tra c t in g  the income 
as determ ined under se e s . 67 and 68 o f  t h i s  ch ap te r from  the c o rp o ra ­
t i o n ' s  combined n e t income and app ly ing  the apportionm ent fo rm u la  
re q u ire d  under the p ro v is io n s  o f  se c . 63 o f  t h is  c h ap te r , except th a t 
both  the num erator and the denom inator o f  the p ro p e rty  fa c t o r  and the 
p a y r o l l  fa c t o r  s h a l l  be c a lc u la te d  w ithou t re fe re n c e  to  p a y r o l l  o r  
p ro p e rty  r e la t e d  to  crude o i l  o r  n a tu ra l gas p roduc tion  o r  p ip e lin e



.

• ' «

1 t ra n s p o r ta t io n  a c t i v i t y  in  A la sk a , and the s a le s  fa c t o r  s h a l l  n o t be

1
used in  the c a lc u la t io n .

3 Sec. A 3 .2 0 .0 7 0 . PUBLIC REPORTING. no tw ith stand ing  the p ro v is io n s
4 o f  AS A 3 .0 5 .2 3 0 , the consaissioner o f  revenue s h a l l  com pile and transm /.t

to  the le g i s la t u r e  an annual c o n so lid a te d  r e p o r t  o f  s ta te  revenues end
G ta x a t io n  p o l ic ie s  under t h i s  ch ap te r . T h is  r e p o r t  s h a l l  In c lu d e  t o t a l
I A laska  income ta x  pa id  by firm s  and in d iv id u a ls  covered  under t h is
H chap te r and item ized  deductions by c a teg o ry .
0 *  Sec . A. AS A3.20 i s  amended by adding a new s e c t io n  to  re ad :

i n Sec. A 3 .2 0 .0 7 5 . BOOKS AND RECORDS. The department may p ro v id e  by
n re g u la t io n  the manner in  which books and re co rd s  must be kep t and main­
i ? ta in ed  f o r  purposes o f  determ in ing  g ro ss  income and deductions from
i .i g ro ss  income under se c s . 67 -  69 o f  th is  ch ap te r .
M *  Sec. 5 . AS A 3 .20 .3 35  i s  amendod by adding now sub sec tion s  to  ro ad :
I ' j  ■ (k )  Any person  who im p rop e rly  in f lu e n c e s , o r  attem pts to  im proper­
l(> , l y  in f lu e n c e , by means o f  payment o r  o f f e r  o f  payment o r  o th e r v a lu a b le
i ; c o n s id e ra t io n , any s ta te  o f f i c i a l  in  h is  d e te rm in a tion  o f  v a lu e s  and
I H apportionm ents under t h is  chap te r i s  g u i l t y  o f  b r ib e ry  and pun ishab le
I D under AS 1 1 .3 0 .0A 0 .
?o (1 )  Any person  who know ingly and v l l f u l ? 7  makes fa ls e  statem ents
?' o r  re p re s e n ta t io n s , o r  who know ingly a llow s  fa ls e  statem ents o r  r e p re ­
7 7 se n ta t io n s  to  be made on h is  b e h a lf in  the case o f  c o rp o ra t io n s , w ith  a
7.1 purposo o f  a vo id ing  the c o rp o ra te  ta x  imposed under th is  chap te r la

g u i l t y  o f  w i l f u l  ta x  avoidance and i s  pun ishab le  upon c o n v ic t io n  by a
» f in e  o f  th re e  times the amount o f  the tax  th a t would have been unpaid
7 f , had the f a ls e  statesM nt been undetected , and by imprisonment f o r  not
7/ le s s  than 10 days n o r more than one y e a r .
7 * * Sec . 6 .  AS A2.06.1A0 i s  amended by adding a new paragraph to  read t
2 a , (1 1 ) s h a l l  p ro v id e  a l l  re a son ab le  a s s is ta n c e  to  the
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Department o f  Revenue in  d e te rn in ln g  the net incoae f r o n  o i l  p ip a lin e  
f a c i l i t i e s .

*  Sec. 7 . AS 4 2 .0 6  i s  amended by adding a new s e c t io n  to  re a d :
Sec . 4 2 .0 6 .0 4 1 . CERTIFICATION OF INC0HE TO DEPARTMENT OF REVENUE,

(a )  Upon req u es t o f  a p ip e lin e  c a r r i e r  the c o on is s lo n  s h a l l  rev iew  the 
accounts o f  th a t c a r r i e r  and p ro v ld o  a c e r t i f i c a t i o n  to  the Department 
o f  Revenue e i th e r  s ta t in g  th a t to  the b es t o f  the c o o n ls a lo n 's  knowledge 
and b e l i e f  the r e p o r t  o f  n e t p ip e lin e  incoae subm itted by the c a r r lo r  
under AS 4 3 .2 0 .0 6 9  i s  In  accordance w ith  the c o o n ls a lo n 's  re g u la t io n s  
govern ing  the accounting  o f  in coae , o r  th a t i t  i s  not so in  accordance , 
in  which case tlie  commission s h a l l  id e n t i fy  the d e fic ie n c ie s  in  the 
r e p o r t  and, i f  p o s s ib le , p ro v id e  a re p o rt in g  o f  the t ru e  and c o r re c t  In ­
coae .

(b ) The c o o n is s lo n  s h a l l  p rov id e  tho c e r t i f i c a t i o n  o f  conp lian ce  
o r  d e fic ie n c y  in  re p o r t in g  w ith in  43 days o f  the date on which the p ip e ­
l i n e  c a r r i e r  roq u es ts  i t ,  but a l l  c e r t i f i c a t i o n s  remain su b je c t to  
amendment by the c o o n is s lo n  f o r  a e r lo d  o f  th ree  yea rs  a f t e r  the due 
da te  o f  the tax  re tu rn  which they accoopany.

(c )  The cose tlss ion  nay by re g u la t io n  e s ta b lis h  accounting p ro ­
cedures and d e f in i t i o n s  as nay be necessa ry  to  d e fin e  n e t incoae f o r  tax  
pu rp oses , but n e t Incoae so d e fin ed  s h a l l  co in c id e  as n e a r ly  as p o s s ib le  
w ith  the n e t incoae d e f in i t i o n  used by the coaadss lon  in  e s ta b lis h in g
ra te s  and Measuring r a t e  o f  r e tu rn , and s h a l l  be d e rived  b e fo re  any
deductions f o r  Incoae taxes accrued o r  p a id .

*  Sec . 3 . AS 4 2 .0 3 .1 4 1  i s  amended to  re ad :
Sec. 4 2 .0 3 .1 4 1 . GENERAL POWERS AND DUTIES OF THE COMMISSION. The 

A laska  P u b lic  U t i l i t i e s  Cossalaalon (HAY)
(1 )  nay re g u la te  ev e ry  p u b lic  u t i l i t y  engaged o r  p roposing to  

engage in  such a bus iness In s id e  the s t a t e , except t *  tN*
C S S B  103 -8-



exempted by se c . 711 o f  t h la  chap te r and the powers o f  the commission 
a h a l l  be l i b e r a l l y  cona trued  to  accom plish i t s  a ta ted  purpoaea;

(2 )  nay in v e s t ig a te , upon com p la in t o r  upon i t a  own n o t io n , 
the r a t e e , c la a a i f i c a t lo n a ,  r u le s ,  r e g u la t io n s , p ra c t ic e s , s e rv ic e s  and 
f a d l l t l e a  o f  a p u b lic  u t i l i t y  and h o ld  h ea rluge  on them;

(3 )  may make o r  re q u ire  j u s t ,  t a l r  and reaaonab le  r a t e s ,  
c la s s i f i c a t i o n s ,  r e g u la t io n s , p ra c t ic e s , s e rv ic e s  and f a c i l i t i e s  f o r  a 
p u b lic  u t i l i t y ;

(/») nay p re s c r ib e  the sys<:ea o f  accounts and re g u la te  the 
s e rv ic e  and s a fe t y  o f  o p e ra t io n s  o f  a p u b lic  u t i l i t y ;

( 5 )  may re q u ire  a p u b lic  u t i l i t y  to  f i l e  r o p o r t s  and o th e r  
in fo rm a tio n  and d a ta ;

( 6 )  may appear p e rs o n a lly  o r  by counse l snJ re p re s e n t the 
In t e re s t s  and w e lfa re  o f  the s ta te  In  a l l  n a t te r s  and p roceed ings In ­
v o lv in g  a p u b lic  u t i l i t y  pending b e fo re  an o f f i c e r ,  d op a rtv en t, b oa rd , 
cossa iss lon  o r  c o u rt  o f  the s ta te  o r  o f  an o th e r s ta te  o r  tho United 
S ta te s  and to  In te rv en e  in ,  p r o t e s t ,  r e s i s t ,  o r  advocate thu g ra n t in g , 
d e n ia l o r  m o d if ic a t io n  o f  any p e t i t i o n ,  a p p lic a t io n , com p la in t o r  o th e r 
p roceed ing ;

( 7 )  may examine w itn esses and o f f e r  ov idence In  any p roceed­
ing a f fe c t in g  the s ta te  and I n i t i a t e  o r  p a r t ic ip a te  In  J u d ic ia l p ro ­
ceedings to  the ex ten t n ecessa ry  to  p ro te c t  and promote the in t e re s t s  o f  
the s t a t o r

(8 )  s h a l l  p ro v id e  a l l  reaaonab le  a s s i s t a n t i  to  the Department 
o f  Revenue in  dete rm in ing  the n e t income f r o a  n a tu ra l gas p ip e lin e  
f a c i l i t i e s .
Sec. 9 . AS 4 2 .0 3  i s  amended by adding a new s e c t io n  to  re ad ;

Sec . 4 2 .0 5 .3 0 2 . CERTIFICATION OF 1HC0ML TO DEPARTMENT OF REVENUE,
(a )  Upon requ es t o f  a p ip e lin e  c a r r i e r  the commission s h a l l  rev iew  the
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accounts o f  th a t  c a r r i e r  and p ro v ld o  a c e r t i f i c a t i o n  to  the Department 
o f  Revenue e i t h e r  s ta t in g  th a t to  the b e s t o f  the cota& lssion 's knowledge 
and b e l i e f  the r e p o r t  o f  ne t p ip e lin e  income subm itted by the c a r r i e r  
under AS A 3 .2 0 .0 69  i s  in  accordance w ith  the comm ission's re g u la t io n s  
govern ing the accounting  o f  income, o r  th a t i t  i s  n o t so in  accordance , 
in  which case the c o n a is s io n  s h a l l  id e n t i fy  the d e f ic ie n c ie s  in  tho 
r e p o r t  and, i f  p o s s ib le , p ro v id e  a re p o r t in g  o f  the t ru e  and c o r ro c t  
income.

(b ) The c o c u ls s io n  s h a l l  p ro v id e  the c e r t i f i c a t i o n  o f  compliance 
o r  d e fic ie n c y  in  re p o r t in g  w ith in  A5 days o f  the dato on which the p ip e ­
l i n e  c a r r i e r  requ es ts  i t ,  but a l l  c e r t i f i c a t i o n s  remain su b je c t to  
amendment by tho commission f o r  a p e r io d  o f  th ree  yea rs  a f t e r  the due 
date  o f  the ta x  re tu rn  which they accompany.

(c )  The c o n a is s io n  nay by re g u la t io n  e s ta b lis h  accounting p roce ­
du res and d e f in i t i o n s  as may be necessa ry  to  d e fin e  n e t income f o r  tax 
pu rposes , but n e t incone so d e fin ed  s h a l l  c o in c id e  as n e a r ly  as p o s s ib le  
w ith  the n e t income d e f in i t i o n  used by tho c o n a is s io n  in  e s ta b lis h in g  
r a t e s  and n easu rln g  r a te  o f  r e tu rn , and s h a l l  bo d e riv ed  b e fo re  any 
deductions f o r  income taxes accrued o r  p a id .

*  So . 10 . T h is  Act r e la t e s  o n ly  to  incoae earned o r  re c e iv ed  a f t e r  
ember 31 , 1976 .
*  Sec . 11 . Th is Act takes e f f e c t  January  1 , 1978 .



0

/

Introduced: 1/31/77
Referred: Resources and Finance

BY THE RULES COMMITTEE BY 
REQUEST OF THE LEGISLATIVE 
COUNCIL ( f o r  the Subcommittee 
on O i l  and Caa Leasing  and 
Taxing P o l i c i e s )

105

6
7

8

9 1

10
LI

11 I)

12 | 

13

14

15 1
I

16

W

18

19

20

21 j

72

23

74

25

76

V

n

T L

IN THE SENATE
SENATE B ILL NO.

IN THE LEGISLATURE OF THE STATE OF ALASKA 
TENTH LEGISLATURE -  FIRST SESSION 

A BILL
For an Act e n t i t le d :  "An Act r e la t in g  to  tho A laska  n e t incoae ta x ; and

p ro v id in g  f o r  an e f f e c t i v e  d a te ."
BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*  S e c t io n  1 . LESICLATIVE FINDINGS AND INTENT. The le g is la t u r e  f in d s  and 
d e c la re s  th a t the method o f  ap p o rtio n in g  income f o r  ta x  purposes under the 
"U n ifo rm  D iv is io n  o f  Income f o r  Tax Pu rposes" fo rm u la  embodied in  the M u lt i -  
S ta te  Tax Compact (AS A 3 .19 ) and AS A 3 .2 0 .0 65  does n o t f a i r l y  re p re s e n t the 
ex ten t o f  the business a c t i v i t i e s  in  th is  s t s t e  o f  m u lt i - s ta te  c o rp o ra t io n s  
engaged in  tho p roduc tion  and p ip e lin e  t ra n s p o r ta t io n  o f  crude o i l  and 
n a tu ra l gas In  A la sk a . The le g i s la t u r e  th e re fo re  in tends th a t the p ro v is io n s  
o f  s e c t io n  18 o f  a r t i c le  IV o f  the H u lt l - S t a t e  Tax Compact (AS A 3 .19 ) which 
a llow  sop a ra te  accounting  o f  income s h a l l  bo adopted f o r  the d e te rm in a tion  o f  
c o rp o ra te  incoae ta x  l i a b i l i t y  on Income d e riv ed  from  the p roduc tion  and 
p ip e lin e  t ra n s p o r ta t io n  o f  o i l  and gas and r e la t e d  a c t i v i t i e s .  The le g i s l a ­
tu re  fu r th e r  in tend s th a t  sep a ra te  accoun ting  s h a l l  r e s u lt  in  the assessment 
o f  ta x  a g a ln e t m u lt i - s t a t e  c o rp o ra t io n s  so th a t the ta x  pa id  by these c o r ­
p o ra t io n s  w i l l  be coonensu rate w ith  the ta x  th a t would be pa id  by co rp o ra tion^  
owning and op e ra tin g  o n ly  the A laskan a s s e ts  o f  these m u lt i - s t a te  c o rp o ra ­
t io n s .

*  Sec . 2 . AS A 3 .2 0 .0 11  i s  amended by adding a new sub sec tion  to  re ad :
( f )  F o r purposes o f  dete rm in ing  ta x ab le  income under (e )  o f  t h is  

s e c t io n  chat p e r t  o f  income o f  any c o rp o ra t io n  d e riv ed  in  A laska f r o n  
o i l  o r  n a tu r s l gas p roduc tion  o r  the t ra n s p o r ta t io n  o f  crude o i l  o r  
n a tu ra l gas by p ip e lin e , in c lu d in g  Income from  r o y a l t i e s  on o i l  and gas
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p ro d u c tio n , s h a l l ,  n o tw ith stand ing  sac . 65 o f  t h i s  c h ap te r , be d e te r ­
mined by sep a ra te  accounting In  accordance w ith  s e c t io n  18 o f  a r t i c l e  IV  
o f  the  M u lt i-S ta te  Compact (AS A 3 .1 9 .0 1 0 ) and se c s . 12 -  1A o f  th is  
c h ap te r .

*  Sec . 3 . AS A 3.20 i s  amended by adding new sec t io n s  to  re ad :
Sec . A 3 .2 0 .0 1 2 . DETERMINATION OF OIL AND NATURAL GAS PRODUCTION 

INCOME, (a )  The d e te rm in a tion  o f  ta x a b le  income a t t r ib u ta b le  to  o i l  
and n a tu ra l gas p ro d u c tio n , ao re q u ire d  under s e c s . 1 1 (o )  and ( f )  o f  
t h i s  c h a p te r , s h a l l  be basod on a sep a ra te  accounting  o f  c o s ts  and 
revenues a s so c ia te d  v i t h  the p ro d u c tio n .

(b ) G ross revenue from  o i l  and gas p roduc tion  s h a l l  be the w e l l ­
head v a lu e  as e s ta b lis h e d  f o r  purposes o f  the o i l  and gas p ro p e r t ie s  
p roduc tion  ta x , in  accordance v i t h  the p ro v is io n s  o f  ch . 55 o f  th is  
t i t l e .

(c )  Deductions from  g ro ss  revenue f o r  the purposes o f  dete rm in ing  
ta x a b le  p roduc tion  lncomo s h a l l  in c lu d e :

( 1 )  r o y a l t i e s  a c tu a l ly  p a id  whether in  k ind  o r  in  v a lu o ;
( 2 )  severance taxes a c tu a l ly  p a id j
( 3 )  p ro p e rty  taxes a c tu a l ly  pa id  by tho  c o rp o ra t io n  taxpaye r 

on the p roducing p ro p e rty  and the f a c i l i t i e s  d i r e c t ly  a s so c ia te d  w ith  
i t .  In c lu d in g  f a c i l i t i e s  f o r  tho g a th e rin g , t re a t in g  and p rep a rin g  o f  
the o i l  o r  gas f o r  shipments

(A ) the c o s ts  In cu rred  by tho c o rp o ra t io n  taxpaye r in  op e ra ­
t in g  the o i l  o r  gas f i o l d .  In c lu d in g  tho co s ts  o f  g a th e rin g , t re a t in g  
and p rep a rin g  the o i l  o r  gas f o r  shipment, but n e t o f  any payments 
re c e iv ed  f o r  those s e rv ic e s s

(5 )  d e p re d a t io n  on investm ents which a re  a s so c ia te d  w ith  the 
p ro d u c tio n , g a th e rin g , t re a t in g  and p rep a rin g  f o r  shipment o f  the o i l  o r  
g a s , and which a re  lo c a te d  In  o r  ad ja cen t to  the s i t e  o f  p ro d u c tio n , in -
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e lu d in g  d e p re c ia t io n  on c a p i t a l i z e d  i n t e r e s t , le a s e  a c q u is it io n  payments 
and p ro p e rty  taxes  p a id  b e fo re  the  commencement o f  p roduc tion  on tha 
le a s e h o ld , f a c i l i t i e s  o r  investm ent a s so c ia te d  v i t h  i t ;

(6 )  in t e r e s t  expense n o t c a p i t a l i z e d  and c a p i t a l i z a b le ,  to  
the e x te n t th a t  i t  does n o t exceed a p o r t io n  o f  t o t a l  in t e r e s t  p a id  by 
the c o rp o ra t io n , i t s  s u b s id ia r ie s  and a f f i l i a t e s ,  determ ined by m u lt i ­
p ly in g  t o t a l  in t e r e s t  p a id  by a f r a c t io n ,  the num erator o f  which i s  the 
book v a lu e  o f  the  c o rp o ra t io n 's  f ix e d  a s se ts  in  and a s so c ia te d  v i t h  the 
f i e l d ,  and the denom inator o f  which la  the book v a lu e  o f  a l l  f ix e d  
a s se ts  h e ld  by the c o rp o ra t io n , i t s  s u b s id ia r ie s  a rd  a f f i l i a t e s ;

(7 )  expenses in c u rre d  a f t e r  December 31 , 1976 o f  un success fu l 
e x p lo ra t io n  e f f o r t s  f o r  o i l  and gas in  A la sk a , In c lu d in g  the a c q u is it io n  
c o s ts  o f  p ro p e r t ie s  abandoned, d ry  h o le  c o s ts , and the c o s ts  o f  g eo lo g ic  
and g eoph ys ic a l e x p lo ra t io n  on o r  r e la t e d  to  those p ro p e r t ie s .

(d ) The department s h a l l  e s ta b li s h  re g u la t io n s  co ve rin g  the c a lc u ­
la t i o n  o f  d e p re c ia t io n  c o s t s , the a l lo c a t io n  o f  In t e r e s t  c o s ts , the 
d e f in i t i o n  o f  f a c i l i t i e s  a s so c ia te d  w ith  the p ro d u c tio n , g a th e rin g , 
t r e a t in g  and p rep a rin g  f o r  shipment o f  o i l  and gas , and o th e r m atte rs  
n ecessa ry  t o  implement th is  s e c t io n .

Sec . 4 3 .2 0 .0 1 3 . DETERMINATION OF CRUDE O IL AND NATURAL GAS PIPK - 
L1NP. TRANSPORTATION INCOME, (a )  Except as p rov ided  In  (b ) and (c )  o f  
t h is  s e c t io n , annual ta x ab le  Income from  tha p ip e lin e  t ra n s p o r ta t io n  o f  
crude o i l  in  A laska In  In t e r s t a t e  c om e rc e  in  f a c i l i t i e s  devoted w h o lly  
t o  In t e r s t a t e  coenerce s h a l l  be e ig h t p e r cent o f  the v a lu a t io n  o f  the 
p ip e lin e  f a c i l i t y  as determ ined by o r  In  accordance w ith  p r in c ip le s  
e s ta b lis h e d  by the In t e r s t a t e  Cossssree C o m ls s lo n  ( IC C ).

(b ) I f  no ICC v a lu a t io n  has been made o f  an In t e r s t a t e  o i l  p ip e ­
l i n e  f a c i l i t y  o r  I f  the o i l  p ip e lin e  f a c i l i t i e s  a re  engaged w ho lly  o r  
p a r t i a l l y  In  In t r a s t a t e  commerce, n e t Income s h a l l  be determ ined in

- 3 -  SB 105



m

t

2

3

4
5

6

»

8

:
n  !

i? j
13

14

16

IC

1/

"
J
J

I 71

77

73

74

*

It

78

accordance w ith  re g u la t io n s  e s ta b lis h e d  by the A laska  P ip a lin e  Coranis- 
8 io n  under AS 4 2 .0 6 .0 4 1 . A ta x  re tu rn  re p o r t in g  th ir . income s h a l l  be 
accompanied by a c e r t i f i c a t i o n  from  the A laska  P ip e lin e  C oon iss lon  to  
the o f f o c t  th a t  to  the b es t o f  tha comm ission 's knowledge and b e l i e f  the 
income c a lc u la t io n  has been made in  accordance v i t h  the p r in c ip le s  
e s ta b lis h e d  in  re g u la t io n s  adopted by the cocmnisslon, o r ,  i f  the income 
i s  n o t , in  the op in ion  o f  the commission, re p o rte d  in  accordance v i t h  
i t s  r e g u la t io n s , then a statem ent to  th a t e f f e c t ,  id e n t i fy in g  the 
d e f ic ie n c ie s  in  the r e p o r t  and, i f  p o s s ib le , p ro v id in g  a re p o r t in g  o f  
the t ru e  and c o r re c t  income.

(c )  A c o rp o ra t io n  op e ra t in g  an o i l  p ip e lin e  f a c i l i t y  engaged 
s o le ly  in  In t e r s t a t e  conaaerco may e le c t  to  have the ta x ab le  Incoae f r o a  
th a t  f a c i l i t y  determ ined in  accordance w ith  (b ) o f  t h is  s e c t io n , ra th e r  
than (a )  o f  t h is  s e c t io n  i f  i t  com p lies v i t h  a l l  a p p lic a b le  re g u la t io n s  
and o rd a rs  o f  the A laska P ip e lin e  C ona iss ion  concern ing accounting 
methods and r e p o r t s ,  and p ro p e r ly  f i l e s  a l l  r e p o r t s  o r  o th e r in fo rm a tio n  
req u ire d  by A laska P lp o l ln o  Commission r e g u la t io n s .

(d ) A c o rp o ra t io n 's  ta x ab lo  Income f r o a  the t ra n s p o r ta t io n  o f  
n a tu ra l gas s h a l l  be determ ined f o r  In t e r s t a t e  n a tu ra l gas p ip e lin e s  in  
conformance v i t h  the re p o r t in g  p rocedu res e s ta b lis h e d  by the F ed e ra l 
Power Coesn lssloi', and f o r  In t r a s t a t e  p ip e lin e s  In  conformance v i t h  p ro ­
cedures e s ta b lis h e d  by tho A laska P u b lic  U t i l i t i e s  C oastiss lon . A tax  
re tu rn  re p o r t in g  incoae f r o a  the In t r a s t a t e  t ra n s p o r ta t io n  o f  n a tu ra l 
gas by p ip e lin e  s h a l l  be accompanied by a c e r t i f i c a t i o n  f r o a  the A laska 
P u b lic  U t i l i t i e s  Coom lss lon to  the e f f e c t  th a t  to  the b e s t o f  the coo- 
a ls s lo n ' s  knowledge and b e l i e f  the Incoae c a lc u la t io n  has been made In  
accordance w ith  the p r in c ip le s  e s ta b lis h e d  In  re g u la t io n s  adopted by the 
coom lss lon , o r ,  i f  the income i t  n o t , In  the op in ion  o f  the commission, 
re p o rted  in  accordance w ith  i t s  r e g u la t io n s , then a s titem en i to  th a t
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e f f e c t ,  id e n t i fy in g  the d e fic ie n c ie s  in  the re p o r t  and, i f  p o e e ib lo , 
p ro v id in g  a re p o r t in g  o f  the t ru e  and c o r re c t  income.

(a )  The c e r t i f i c a t i o n s  o f  the  A laska P ip e lin e  Commission and the 
A laska P u b lic  U t i l i t i e s  C ona iss ion  subm itted in  accordance v i t h  th is  
s e c t io n  s h a l l  n o t p re ju d ic e  any fu tu re  a c t io n  by the re sp e c t iv e  commis­
s io n  n o r s h a l l  i t  p rc v o r t  the re sp e c t iv e  c o n a is s io n  from  subm itting  a 
re v is e d  c e r t i f i c a t i o n  w ith in  th re e  yea rs  o f  the due date o f  the tax  
re tu rn  in  support o f  which i t  was o r i g i n a l ly  f l l o d .

( f )  Nothing in  t h is  s e c t io n  o r  in  sec . 12 o f  th is  chap te r s h a l l  
l im i t  a c o rp o ra te  ta x p a y e r's  r ig h t  to  appea l o r  the taxpaye r remedies 
p rov ided  undor ch . 5 o f  t h is  t i t l e .

Sec . A 3 .2 0 .0 1 4 . DETERMINATION OF INCOME FROM OTHER ACTIVITIES OF 
CORPORATIONS ENGAGED IN O IL OR NATURAL GAS PRODUCTION OR TRANSPORTATION. 
Taxab le Incomo from  a c t i v i t i e s  o th e r than o i l  o r  n a tu ra l gas p roduc tion  
o r  p ip e lin e  t ra n s p o r ta t io n  s h a l l  be determ ined by su b tra c t in g  the Income 
as determ ined under se c s . 12 and 13 o f  th is  chap te r from  the c o rp o ra ­
t i o n 's  c o n so lid a ted  net income and app ly ing  the a l lo c a t io n  fo rm u la  
re q u ire d  under the p ro v is io n s  o f  sec . 63 o f  th is  ch ap te r , except th a t 
the p ro p o rty  fa c t o r  and tha p a y r o l l fa c t o r  s h a l l  bo c a lc u la te d  w ithou t 
re fe re n c e  to  p a y r o l l  o r  p ro p e rty  r e la t e d  to  p roduc tion  o r  p ip e lin e  
t ra n s p o r ta t io n  a c t i v i t y  the income from  which i s  ta x ab le  in  accordance 
v i t h  se c s . 12 and 13 o f  t h is  ch ap te r.

Sec . 4 3 .2 0 .0 1 3 . PUBLIC REPORTING. N otw ithstand ing the p ro v is io n s  
o f  AS 4 3 .0 5 .2 3 0 , the coem iss lone r o f  revenue s h a l l  compile and tran sm it 
t o  the le g is la t u r e  an annual c o n so lid a te d  re p o r t  o f  s ta t e  revenues and 
ta x a t io n  p o lic ie s  under th is  ch ap te r . T h is re p o r t  s h a l l  In c lu d e  t o t a l  
A laska  income ta x  pa id  by firm s  and In d iv id u a ls  covered  under t h is  
c h ap te r , ltem lxed  deductions by ca tego ry  and the tax  c o s t  o f  these de­
d u c t io n s , Fo r purposes o f  t h is  s e c t io n , " ta x  c o s t "  means the amount o f
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revenue which ch« s ta te  would have c o l le c te d  had n o t a s p e c i f ic  deduc­
t io n  been e l lo v e d . A lso  Inc luded  in  the r e p o r t  s h a l l  be a sm e a ry  o f  
each c o rp o ra te  ta x  re tu rn  f i l e d  which shows income f r o c  the p roduc tion  
o f  o i l  o r  n a tu re l g as , shoving the t o t a l  amount o f  o i l  and gas produced 
by o r  f o r  each ta xp aye r, the ta x ab le  Incoae o f  the c o rp o ra t io n  f r o a  
p roduc tion  ss re p o rte d  in  accordance v i t h  se c . 12 o f  th is  ch ap te r , f r o a  
p ip e lin e  t ra n s p o r ta t io n  as re p o rted  in  accordance v i t h  se c . 13 o f  t h is  
ch ap te r, f r o a  o th e r  Income a llo c a te d  to  the s ta te  xmder sec . 14 o f  t h is  
c h ap te r , and the tax  due.

*  See. 4 . AS 4 3 .2 0 .3 3 0  i s  Attended by adding new sul s e c t io n s  to  re ad :
( f )  Any person  who Im p rope rly  in f lu e n c e s , o r  s t te o p ts  to  Im p roper­

l y  In f lu e n c e , by means o f  peyuent o r  o f f e r  o f  payceot o r  o th e r v a lu a b le  
c o n s id e ra t io n , any s ta te  o f f i c i a l  in  h is  d e te rm in a tion  o f  v a lu e s  and 
apportionm ents under t h la  chapter s h e l l  be g u i l t y  o f  b r ib e ry  end pun ish ­
ab le  under AS 1 1 .3 0 .J 4 0 .

(g ) Any persou  who know ingly end w i l f u l l y  cakes fa ls e  statem ente 
o r  re p re s e n ta t io n s , o r  who know ingly a llow s  f a ls e  statem ents o r  r e p re ­
se n ta t io n s  to  be s^ade on h is  b e h a lf In  the case o f  c o rp o ra t io n s , w ith  a 
purpose o f  a vo id ing  the co rp o ra te  tax  impoeed under th le  chap te r le

09

g u i l t y  o f  w i l f u l  tax  avoidance and la  pun lsh ab la  upon c o n v ic t io n  by a 
f in e  o f  th re e  times tha amount o f  the ta x  th a t would have teen  unpaid 
had the fa ls a  statem ent been undetected , end by is^ rlaonm ent f o r  n o t
lo s e  than 10 days n o r c o re  than one y e a r .

* Sec. 3 . AS 4 2 .0 6 .1 4 0  la  eaended by adding a new paragraph to  read i
(1 1 )  e h a l l  p rov ide  a l l  roaaonab lo  a s s is ta n c e  to  the d ep a rt­

ment o f  Revenue in  dete rm in ing  the net incoae f r o a  e l l  p ip e lin e  f a c i l i ­
t i e s .

*  Sec. 6 . AS 4 2 .0 6  i s  amended by adding a new s e c t io n  to  read i
Sec. 4 2 .0 6 .0 4 1 . Onm nCATIOH 0T  XHC0HK TO DgfAKTXXffT O f RTVttfUt.
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( a )  Upon req u e s t o f  a p ip e lin e  c a r r i e r  tha commission a h a l l  rev iew  tho 
accounts o f  th a t  c a r r i e r  and p ro v id e  a c e r t i f i c a t i o n  to  tha Department 
o f  Revenue e i t h e r  s ta t in g  th a t to  the hea t o f  tha c o o n is s lo n 's  knowledge 
and b e l i e f  the re p o r t  o f  net p ip e lin e  income subm itted by the c a r r i e r
under AS 4 3 .2 0 .0 1 3  la  in  accordance w ith  the c o o n is s lo n ' •  re g u la t io n s
govern ing  the accoun ting  o f  In coae , o r  th a t i t  la  n o t ao in  accordance, 
in  which caae the coeaaiaslon a h a l l id e n t i fy  the d e f ld e n c le a  in  the 
re p o r t  and, i f  p o a a lb le , p rov id e  a re p o r t in g  o f  the t ru e  and c o r re c t  in ­
coae.

(b ) The commission s h a l l  p rov id e  the c e r t i f i c a t i o n  o i  compliance 
o r  d e fic ie n c y  in  re p o r t in g  w ith in  45 days o f  the date on which the p ip e ­
l in e  c a r r i e r  requ ests  i t ,  but a l l  c e r t i f i c a t i o n s  remain su b je c t to  
amendment by the commission f o r  a p e r io d  o f  th re e  ye a rs  a f t e r  the due 
date o f  the ta x  re tu rn  which they eccompany.

(c )  The commission nay by re g u la t io n  e s ta b lis h  accounting p ro ­
cedures and d e f in i t i o n s  as cay be neceaeery to  d e fin e  net income f o r  tex  
pu rp osos , but net Income so d e fin ed  s h e l l  c o in c id e  ss n e a r ly  as p o s s ib le  
w ith  the ne t income d e f in i t i o n  used by the commission in  e s ta b lis h in g  
races and measuring ra te  o f  r e tu rn , and s h a l l  be d e rived  b e fo re  any 
deductions cur L :.. *-* t /c e e  accrued o r  p a id .

* Sec . 7 . A£ 4 2 .0 3 .1 4 1  ie  amended to  reed t
Sec . 4 2 .0 3 .1 4 1 . GJLM&IAL P0VK1S AMO OUTIKS OF THE CCfttdSSZCXt. The 

A laska P u b lic  U t i l i t i e s  Cooed s s io n  (HAY)
( 1 )  may re g u le ts  eve ry  p u b lic  u t i l i t y  engaged o r  p roposing  to  

engage In  such e business in s id e  the s t a t e , except to  the ex ten t e x ­
empted by sec . 711 o f  t h is  chap te r and tha powers o f  the commission 
s h a l l  be l i b e r a l l y  oonatrued t o  a c c o ap lls h  l t a  s ta te d  pu rposea ;

( 2 )  nay In v e s t ig a te , upon com p la in t o r  upon i t s  own m otion , 
the r a t e s ,  c la s s l f l e e t i o n s ,  r u le s ,  r e g u la t io n s , p ra c t ic e s , s t r v lc e s  and



( 3 )  way mako o r  ro q u lro  J u s t , f a i r  and re a son ab le  r a t e s ,  
c la s s i f i c a t i o n s ,  r e g u la t io n s , p ra c t ic e s , s e rv lc o s  and f a c i l i t i e s  f o r  a 
p u b lic  u t i l i t y ;

(A) nay p re s c r ib e  the s y s te m  o f  accounts and ro g u la to  tho 
s s rv lc c  and s a fe t y  o f  o p e ra t io n s  o f  a p u b lic  u t i l i t y ;

( 5 )  way re q u ire  a p u b lic  u t i l i t y  to  f i l e  re p o r t s  and o th e r 
In fo rm a tio n  and d a ta ;

(6 )  may appear p e rs o n a lly  o r  by counse l and re p re sen t the 
ln t e r o s t s  and w e lfa re  o f  the s ta te  In  e l l  n a t te r s  and p roceed ings In ­
v o lv in g  a p u b lic  u t i l i t y  pending b e fo re  on o f f i c e r ,  departm ent, b oa rd , 
c o s n ls s lo n  o r  c o u rt  o f  the s ta te  o r  o f  ano the r s ta t e  o r  the United 
S ta te s  and to  In te rv en e  In , p r o t e s t ,  r e s i s t ,  o r  advocate the g ra n tin g , 
d e n ia l o r  n o d l f lc a t lo n  o f  any p e t i t i o n ,  a p p lic a t io n , com p la in t o r  o th o r 
p roceed ing ;

(7 ) may examine w itnesses and o f f e r  evidence In  any p roceed­
ing a f fe c t in g  the s ta t o  and I n i t i a t e  o r  p a r t ic ip a t e  In  J u d ic ia l p ro ­
ceedings to  the e x te n t necessa ry  to  p ro te c t  and promote Che In t e re s t s  o f
the e ta ta j.

(0 )  s h a l l  p ro v id e  a l l  re a son ab le  a s s is ta n c e  to  the Department | 
o f  Revenue In  dete rm in ing  the net Income from  n a tu ra l gas p ip e lin e  
fa c t  t t l o s .
Sec. 8 . AS 6 2 .0 5  I s  amended by adding a new s e c t io n  to  read*

Sec . AS 4 2 .0 5 .3 0 2 . CKRTIPICATIOM OP XIJCOKE TO DKPAKTMRIT OP 
RSVXNUK. (a )  Upon request o f  a p ip e lin e  c a r r i e r  the commission alia 11 
rev iew  the accounts o f  th a t c a r r i e r  and p ro v id e  a c e r t i f i c a t i o n  to  tlte 
Department o f  Revenue e i th e r  s ta t in g  th a t t o  the b e s t o f  the commission1! 
knowledge an* b e l i e f  the re p o r t  o f  net p ip e lin e  Income subm itted by the 
c a r r i e r  under AS 4 3 .2 0 .0 1 3  Is  In  accordance w ith  the comm leelon'e r tg u -

facllitloo o f  a  p ublic utility a n d  h o l d  h e a ring* on then;



• •

la t lo n s  govern ing the  accounting o f  incotae, o r  th a t  i t  i s  n o t so In  
accordance, in  which caae the coum iaalon a h a l l  id e n t i f y  the d e fic ie n c ie s  
in  the re p o r t  and, i f  p o s s ib le , p ro v id e  a re p o r t in g  o f  the t ru e  and 
c o r re c t  income.

(b ) The c o n a is s io n  s h a l l  p ro v id e  the c e r t i f i c a t i o n  o f  compliance 
o r  d e fic ie n c y  in  re p o r t in g  v l t h in  45 days o f  the date  on which the p ip e ­
l i n e  c a r r i e r  re q u e s ts  i t ,  but a l l  c e r t i f i c a t i o n s  remain s u b je c t to  
amendment by the commission f o r  a p e rio d  o f  th re e  yea ra  a f t e r  the due 
date  o f  the ta x  re tu rn  which they accompany.

(c )  The commission may by re g u la t io n  e s ta b li s h  accounting  p ro ce ­
dures and d e f in i t i o n s  as may be n ecessa ry  to  d e fin e  n e t Incotae f o r  tax
pu rposes , bu t n e t incotae so d e fin ed  s h a l l  c o in c id e  as n e a r ly  as p o s s ib le
w ith  the n o t Incotae d e f in i t i o n  used by the commission in  e s ta b lis h in g  
ra te s  and measuring ra te  o f  r e tu rn , and s h a l l  be d e r lv o d  b e fo re  any 
deductions f o r  Incotae taxes accrued o r  p a id .

*  Sec. 9 . T h is  Act r o la t e s  o n ly  to  Income earned o r  re c e iv ed  a f t e r  
December 3 1 , 197b .

*  Sec. 1 0 . T h is  Act takes e f f e c t  January 1 , 1978 .

I
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Summary o f  t h e  P r o p o s e d  Comm it tee  
S u b s t i t u t e  f o r  House h i l l  322

T h in  p r o p o s a l  c o n t a i n s  p r o v i s i o n s  o t  b o t h  t h e  o r i g i n a l  House 
B i l l  322  a s  i n t r o d u c e d  by t h e  G o v e r n o r  and t h e  S e n a t e  C om m i t tee  
S u b s t i t u t e  f o r  House* B i l l  3 2 2 .  I t  r e p r e s e n t * ;  a comp rom ise  
be tween  t h e  two v e r s i o n s  wh ich  r e t a i n s  i n  l a r g e  p a r t  the  
concen t  o f  s e p a r a t e  a c c o u n t i n g  a p p r o a c h  t o  a s s e s s i n g  o i l  and 
g a s  p r o d u c t i o n  and p i p e l  it. • t ran ; ,  p o r t a l  i o n  incom*-, but w o r k s  
t o  a v o i d  t h e  p r o b l e m s  o f  c o r , n o r . : t o  m a n i p u l a t i o n ; !  and p r o f i t  
s h i f t i n g  by p r o v i d i n g  th e  s t a t e  g r e a t e r  c o n t r o l  in  t h e  
d o t e r m i n u l  i o n  o f  t h a t  income. i t  a l s o  c o n t a i n : ,  e l e m e n t s  o f  
t h e  o r i g i n a l  House B i l l  322 f o r  p u r p o s e ,  o f  d e t e rm i n i n g  th a t  
p o r t i o n  o f  t h e  income e a rn e d  by o i l  and g a s  c o r p o r a t i o n s  
f r o n  a c t i v i t i e s  o t h e r  than  p r o d u c t i o n  and p i p e l i n e  t r a n s p o r t a t i o n .

DKvniu* i ::,vi t o: . o r  i t :co:u:
1 .  O i l  and G;.s P r o d u c t i o n

r r o d u c t  io n  in co :  • i s  d e t c . v i n c d  u nd e r  a s e p a r a t e  
a c c o u n t i n g  r. *tho*l . 'Jii.it i , i n s t e a d  o f  t a k i n g  w o r l d ­
w id e  income and a p p o r t i o n ’.hg th a t  income t o  t h e  s t a l e  
b a s ed  upon a  f o rm u l a ,  t h snro ; .  • in  I h.* s t a t e  is. 
d e t e rm in e d  d i r e c t l y  by l o o k i n g  o n l y  at th e  income and 
e x p e n s e s  o f  t h e  p rodu c t  i o n  a r t  i v i l y  i n  th e  s t a t e .  T h i s  
it; d on e  a s  i s in  1 lie b i l l  a d o p t e d  by t lt<* S e n a t e  He , »ure- ..
Co: ii 11 r e  l*y t a k i n g  t h e  vt -11 h e a d  v a l u e  o f  t o t a l  p r o d u c t  i o n  
an g i o s s  i n c ome  and  d e d u c t . ‘ ng a s p e c i f i e d  l i n t  o f  
cxpens t r t ;  t o  a r r i v e  a t  ti I i n c om e .  Tl te sam** l i s t  o f  
d e d u c t  i o n s  i s  r e t a i n e d  e:e* an i i H o . a i n c e  f o r  g c n . - r a l  
a d r i  t« i ; : l  r . i t  i Ve eXpel lS*'  or  OV *1 h' a d  i *. t i l d e .
The m a j o r  cliancp t o  th  c . a o a e h  ho;,1/ v e t  i s  t h a t  I la*
s t a l e  j l a y s  a t r o l e  t h e  c h t e i  in . ' i o n  o f  I h*
i in  o |»y a s s t  th e  t i n  .a ! t a x  d u e . T h i  •
d i r e c t  r o l e  by t h e  M a t *  in  a s s e s s i n g  i n c o   w i l l
hop  I t t l l y  a v o i d  th'* j - s i b  l i t i e s  fo? p r o f i t  s h i l l i n g  
and ot Ik i In c o :  ti i t i i j u l  . t ' o n : ; .



. •»-I - •* VT-k V #‘ . j.

p . I' i |ii *1 i lie Ti in .: >•) i t , ; 1 > r • .
I h c o i ’.O r to.'i p i p e l i n e  L )' mst  s • ; ,i I i o. i i s  a l s o  d e l  o r i r  i 11 ■ * cl 
cm .i s c p  i r a t e  a c c o m t  in  r b i s *  . As in t h e  S e n a t e  
R e s o u r c e s  t’o;.*:ni t t e e  s u b s t i t u t e ,  t h e  i n c o ;  ; i s  d e t e r m i n e d  
a c c o r d i n g  t o  ,.i a m i s  r e p m  1od  t o  t h :  I’o d e r - ' J  b n o r g y  
Kegt i l  n l o r y  Corrr . icr .  i o n .
T h in  income* i n  a l s o  a s s e s s e d  by the  d e p a r t i \ : n l .

3 .  Income f r om  Act i v i  l. i c ;  o t h e r  th an  P i p e l i n e  T r a n s p o r t a t i o n  
find P r o d u c t i o n

Income f r om  a c t i v i t i e s  o t h e i  t h an  p r o d u c t i o n  nnd p i p e l i n e *  
t r a n s p o r t  at. i o n  i n  d e t o r r i  nod und e r  a f o rm u l a  a p p r o a c h  
a f t e r  s u b t r a c t i n g  ou t  p r o d u c t i o n  and p ip e l i n e *  t r a n s p o r t a t i o n  
i neo r ;e .
r i r n l  the* v / o r l d  w i d e  l i on ’; i n c om e  o f  t h e  c o r p o r a t i o n  i n  
d e t e r m i n e d .  I ' rom thin-  amount  i s  s u b l  m e t  ee. t h e  income* 
d e t e r m i n e d  s e p a r a t e l y  f o r  p r o d u c t i o n  and  p i p e l i n e  
t r a n s p o r t a t i o n  a c t i v i t i e s .  The r e m a i n i n g  ne t  i n c om e  i n  
t h e n  a p p o r t i o n e d  u s i n g  t h e  p r e s e n t  u n i f o r m  f o r m u l a  o f  
p r o p e r t y ,  p a y r o l l  and s a l e s .  . S in ce  p r o d u c t i o n  and  
p i p e l i n e  t r a n s p o r t a t i o n  i n c ome  a r e  d<**Lorr.i n ed  s e p a r a t e l y  
t h a t  p o r t  i o n  o f  p r o p e r t y ,  p a y r o l l  and  s i l o s  a t t r i b u t a b l e  
t o  t hesc* a c t  i v i  t i o n  in  A l as ' ua  a r e  stibt r a c l  **d f r om  t her 
m i r e v a t o i s  a nd  danom. inat  o r s  o '  t !t> u p p o r t  i o n r v r . l  f o r n u l a .  
Un i t  r ema in : ;  in t h e  f o r n u l a  is. j u s t  t h e  e l e r  utr .  o f  
p r o p e i  t y , p i v i  e l  1 . .nd s a t t  r ihu» ab l e  t o  o t h e r
a c t  i v i t i e s .
In a d d i t i o n  t h e  p :  op.  v o u l d  a d j u s t  t h e  a; o o r t  i onr:  *nt
f o r i tu ib t  t o  t a h e  a c cMun t  o f  (*t"S a c t i v i t y .

p u m . i c  i t i :Pos.vi : ; t ;  i.t r . i i  i a y i v i : o v u t s i c . i i T
A: ;  in t h e  Sen. i l«* l t e ;  iiirci-. ' . (v, ; / i l l  -e S u b s  I i ! ut < , a n n u a l
r e p o r t  i litj o f  a i p | r « r j a  t • i n r  >l>e ilitl o X p f‘fi: e  S l a t  i . : t  i <*•; i s
p i o v i f l e c ]  f o r .  lu a d d  i l i o  a ,  t h *  pi  n p o s e d  s u b s t i t u t e  p r o v i d e s  
I i i  01) a n n u a l  m • v i i •.. < *' I h cJ c*| • . > I *n t h f  a s  a I a c t i o n s
b y  t h e  l e y  i s  l e i  i ve a n d * ,  a w i t h  aii a n n u a l  r e p o t  i t ,  t h e
1 e g  i s  1 a t  in e .

/ • ' • ' I  • •*••* • •9 * * *• • • 1

Y n  > : .  p j  o p  , . . .  I ( I  i f  ! i * i  f ! . | | t  S e t :  a  I e  r e s o u r c e - ,  C o ; n : . >  i t  I  e ,  •
.Sub t 1 1 ui e in  t h .  t i t , *  d p • -id i s  p r o v i d ' d  t o r e  trout r o l
i n  I l ie <le I e i  r. i it, | i i r o  »:. •*. T h i s  i s  d o n e  I o  h»* | p o v o i d
I ■ *»f 1 1  nh i f I i lt*| a n d  o l  i r  i i • »:> i * a I : t i <»• o f  i n -  . T im s  tin* 
. e - ’ l ii* i I y if- <J i V< ft t o  t I ' • * d» * - r 1 1* *i! t o  af. d i i e e l l y  t i l e
i i i ,t. . I a>‘u!» I e  imdr a  I h • j I \ sr. .<•(! '.I .ii i| c ,  In* i *• nil 11 S in|
n  t h a t  *.* i b l  b .* 1 i • ; he» t •:.« d a t  11,.* s t a n d a r d
r - if at (* i j i ror I •»'.* i • ’ ' o '  ri, ■’> i. *i l . at .
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LEGISLATIVE AFFAIRS A G E N C Y

M E H 0  R A H P U M May 31 ,  1973

SUBJECT: FY 79 /Icvenue Impact o f  Proposed Income Tax Leg is la t ion
(CSHB 322, CSSB 105) ^

TO: Tho Honorable John Sac fe / t
FROM: Gregg K. Erickson

D irec to r  o f  Research

Yesterday, v;e provided Judy Crondahl o f  your s t a f f  a copy o f  a March 31 
memorandum to Senator Poland in which we indicated the revenue expected 
to be ra ised  by the proposed o i l  and gas income tax l e g i s l a t i o n  during 
FY 79 would be approximately S227 n i l  l i o n .  We be l ieve condit ions that 
have developed since th is  memorandum was w r i t ten ,  s p e c i f i c a l l y  the 
eros ion o f  the West Coast o i l  p r ice  and the increased p o s s i b i l i t y  o f  i t s  
c o l l a p s e ,  requ i res rev is ion  o f  th is  estimate. FY 79 revenue under th is  
h i l l  now appears more l i k e l y  to f a l l  between $150 m i l l i o n  and $200 
m i l l i o n ,  with the most l i k e l y  va lue in the neighborhood o f  $135 m i l l i o n .
Of these monies, $113 m i l l i o n  would be ra ised by the co rpo ra te  inco"- 
tax on trans-Alaska p ipe l ine  inco*?. This c'.iynnent is  not .ob jec t  to 
much unce r ta in ty ,  since i t  is  tied d i r e c t l y  to f igures Mil t ied by the 
companies themselves to the Federal tnergy Regulatory Ct..mission ( h r C ) ,  

and the tax i t s e l f  is keyed to these so. missions. The tax revenue on 
p ip e l in e  income could be reduced i f  Alaska's  pos i t ion  be fo re  FCRC on 
p ipe l ine  t a r i f f s  were to be susta ined, but th is  would r e s u l t  in i ore 
than o f f s e t t i n g  Increases in o the r  revenues (most impor tan t ly ,  r o y a l t i e s ) .
The wel lhead incoc* f igu re s ,  however, a ro  ruth i ore uncer ta in .  A co l l , ip se  
o f  the Wist Coast o i l  p r ice could conceivably iv lun? l lw  wel lhead coponen t
o f  that incor? to as lo..* as a d o l l a r  per b a r r e l .  In th i s  event , companies
would pay inco taxes on th e i r  production operat ions o f  about $'*3 
m i l l i o n .  Thus, the to ta l  income tax take under th is  l e g i s l a t i o n ,  
iissuning the co l lapse  o f  the West f o i s t  p r ice ,  could Ir* as lo./ ar $159 
m i l l i o n .  A graph showing the r c cm t  eros ion in the* West Coast pr ice is 
at tached,
l.y do not be l ieve that t i l l s  is U > rust l i k e l y  o i t c o  *, but 1 l i  v<* i t
i*. it pnrtan l that the p o s s i b i l i t y  of a W-st Coast p r ice co l l ap se  b?



Hon. John Sucko t l Miy 3 1 ,  1978

considered, t.'e have discussed these estimates with Deputy Ccr.m1ssinner 
o f  Revenue John Messenger, and understand that he has a r r ived  independently 
a t  e s s e n t i a l l y  the same estimates o f  FY 79 revenue under these h i l l s .

GKErjm
Attachment
cc: The Honorable Chancy Cro f t

John Messenger
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P R U D H O E  B A Y  A N A L Y S I S
C U M U L A T IV E  P E R C E N T  P R O D U C T IO N  V S  W E L L H E A D  P R I C E  

1 0 0 . 0 0

9 0 . 0 0  -

8 0 . 0 0  -

7 0 . 0 0  -

6 0 . 0 0  “

5 0 . 0 0  -

4 - 0 . 0 0  -

3 0 . 0 0  -

(

2 0 . 0 0  -

1 0 . 0 0

~ ~ 2 . 0 0  3 . 0 0  4 - .  0 0  5 .  0 0  6 . 0 0  7 . 0 0  8 . 0 0

R O Y A L T Y  W E L L H E A D  P R I C E  

D O L L A R S  

K E Y :   M AHCH  J A N U A R Y
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'll’ llll Pi IU''i Oil Ii foil, i'll'Pijlii-ili-
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I 'V  AM „• .

LtGISLATIVE AFFAIRS A G E N C Y

March 31, 1978
M  1 M 0 It A 11 1) II M

SUBJECT: Impact o f  CS f o r  CSH3 32^ (Resources)
TO: The* Honorable* Kay Poland, Chairwoman

Senate Resources Com y i e e ^
FROM: Richard G. Ilaggar!f|

Research Analyst V*'

This memorandum is in response to your request that v; • p repare an a n a l ­
y s i s  o f  the r e l a t i v e  revenue i rpacts o f  CS f o r  CSIIB 3/2 (Resources) on 
the I'rudhue Bay producers , the State or Alosha and tl. • fede ra l  govern- 
mcnt. Unless otherwise noted, estimates contained in th i s  memorandum 
a re  based on f igu re s  contained in the Arthur Andersen I  Co. repo r t  o f  
January , 1978, e n t i t l e d ,  "Prudnue Bay F ie ld  and I ra ns-A’ asha P ipe l ine  
System: Comparative Stato Tax Burden Study".
Table t at tached shews the to ta l  d iv i s i on  o f  Prudhoe ft iy and p ip e l in e  
incon;' , a f t e r  deduction o f  o>.[ i ses) a - jn y  tin: producer. . , the s ta te  and 
th - f ede ra l  government under both the e x i s t i ng  s t a t e  i: tax lav/ .
under the proposed b i l l ,  f i g u re s  in  Table 1 a r c  f o r  t : ,_- pe r iod  197/.
?0J1 .  The Sin • in fo r .  -‘ ion is p r e » o n t t y r a p h i r a l l y  in Chart I attached.
Table I I  shows the r c l i i i i v .  ir.-.w.t o f  the proposed b i l l  o n ly  iii te rns o f
producer revenues, and s i  te an-’ fcd r i . i l  inro: .■• taxes. Otb’ r  state 
reven.es from Prudhoe i :y and t ; :- p ip e l in e  arc excluded. Ayain, th is
materi i l l  i s  presented g raph ica l l y  in Chart I I .

est in,ite Unit adoption o f  t* proj '•>'/-:! changes in t!. • inco; • tax 
Id genom ic  appro • e l y  S1 ».( i i !  on in Die »i l i n d e r  o f  FY 19/;:

(up from S'/. 8  n:i 11 it by the b part. *«t o f  R . nue under
current law) and up.n .i ;• ly  ? / . 0  i i 11 ion in IY !•#/ » (up f r r u  about
y/? m i l l  mu est i»:siL»*i .hy vw , r» up fi r IY l V d ) .
PGM: dli
At tucli'ir'iil*. ( r , )
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Hot Intoir.o fax l i a b i l i t y  isi Piudi.ae Pay Under Preseii*.
Tax laws n n d  Un d e r  Proposed CS f o r  CS for I'iJ 322 (I!< own.es)

( $  f l lO l l S iH ld s )

Current St«i t<? 
Income Taxi

I. f l e e  Li vo P.riLo 
on Pre-Tax

Income Tax 
Under Proposed 
Subs Li ti i le^

I f f c c t i v e  H i Li­
on Pre-Tax

Hot Chaixjc; in 
L i a b i l i t y *

Hot Cbanyi* in Hale

Pre- Tax Hot S ta t e Incoae Tax fede ra l  Income Tax T o ta l  Incor e Tax| 

$ 3 7 ,2 94 ,0 0 0  $1 ,939 ,000

4.1 %HA

$37 ,2 94 ,0 0 0

HA

HA
HA

$3,!.Cu,000

9.4'/.

4 $ i , '{ • / ,ooo

• S. 3/.

$1/,102,000

46'/.

$ 16 ,210 ,000

43. SS

( $ 9 4 4 , 0 0 0 )  

( 2 .  S ' )

$18 ,701 ,000

SO. I*/

$19 ,7 24 ,000

S2 .9 /

4 $ 1 ,0 23 ,00 0  
♦ I.Oa

ti» tax ne t  iitcoato and i.*slir t< I •.* . fi» ■ l.i • - fre.v IVudl • ! /  ■ ' • Lr.-n .• Alas' : *
’ i »!»•• s y . N i i  a t e  taken f i t  » I beArt ln i i  **.<>•! i v r ;  Cn. r - p . r l  of J..;. ; .u y ,  1 I r d e r  1
I s /  l i a b i l i t y  j*. nv.u.  d In be 4 0 ’ i f  |»re t a l l » T  <’< :!it • inn r#l *. trt*- in > i- la/e* ; ,  l o t a
I
t ax I iab i I i l y
taxi*. arc* lb** sum o f  s i  «le «mJ f i d  »•:! t an* . .

 ̂ l r»  l e x  h i*I j iu.on ■ i '• l i d  i'ii I r o  i lb* A i i b n *  An i<‘ i' .* * A Co .  i **|» •*'* <•! d. i .w. i ry ,  1 *'/• t . Si  i- •
iiiii' ta*:es t o  c a l c u l a t e d  *v. 0 . 4 ;  o f  |n > lax I* *. lod-Wal i t / i  * t* >v .  tn-i e a v . n - d
t'» I ■ 4 0 /  o f  | i r o - l a x  a l l e r  di-ipn. t i» •« ot to ine* * t axes .  l«*t*il I .*>••*. a re  lb** m . i »»(
*.ta I* .Ii;f| (**.{• i ,i | i n t o  * la/e*. .

3 I It]  i r .  •. in tax l i a b i l i t y  i ; n  a *' H i i r i< ••• (<•?’ d mv.o. i*) in i-> < 1 I i I y f o r
t a • • , I « ■! i . | i’ ic I I o I 11 in ’> • 1 • * . ni 'S i t !. * j i , ■ I • iil.s *. , I ill**.
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S'JP.JECT: rv  79 Revenue i i v c l  o f  Proposed ! r c o~ ?  Tax l e g i s l a t i o n
(CSHit 3?2 ,  CSSS 10S)

10: Th? Honorable »io!in SaejdLL
FROfl: Gregg K. Erickson )[ /

D i r e c to r  o f  Research /
r - i y

Yes te rday ,  *.*e provide*! Judy Crois'ahl o f  ycur s t a f f  «• copy o f a •’ * cT« 31
Knteorjirftrt to Senato r  Roland in vhicn indicated the rvvei • • • ; . *r d
to  be ra i s ed  by the proposed o i l  . i d  e,s*. ir.ci • t«n !• osr. 1 t i . . i  r’ .jriv.g 
IY  /9  woulii bf* apprnxir i t c l y  5?*'7 ril lic=*>. I.V 1 l i c ve  c, € .’ i t i  • ti«.*t
have developed s ince th i s  * t ro rc i  •!. ::.v. u r l t t  ft, sp M f i t . l l .  * •
e r o s io n  o f  the Host Coast O i l  ; • J c« .** ' the increased i * i l *11;.- • i .
c o l l a p s e *  requ i re s  r e v i s i o n  o f  th is  t .1 te .  i v  79 i -
b i l l  new appears r a r e  l i k e l y  f e l l  l i t * .  •* S - I M i r . t l l i n :  * " 1
p i l l i o n ,  w i t h  t h e  t u\ l  1 i B * l y  v a l v e  «*. t* “  i . r » r l  ' o '  :1 : .

Of thest r>n»iies, f i l l  • i l l i r ?>  v ?! ! '  r a i s rP  by Hit * nr; i. '
tax rn  lrar.S*A lasJ.a p ip e l in e  in:< *. *M! »• is  i.i t
t u rh  noi l  r S i i i i f y ,  s ince i l  is t i t . I  d i r e c t l y  to ti*nn*>- s 1 i t ’ * " I . 
i t r . M i i r .  l ie-v.* I si*s to the I t . ' i  1 5 * ryy I . i l a to ry  i ; .* «*•'■ / .
and lilt* fax  f t  ••el f i*. l^ / t  d l« * * * y i i n  •».. 1! * I.*/ • .•
p i p e l i n e  in to ' i tm lt l  ! r . l i t  " i f  *5 ; - i t i  I .V»v 5 ‘ * »*«
plp.-Ji* - t r i f f  t< ! •• " it th is  trmili! n  .sil t If.
than o f f s K U i y  Increases in ot n . v  *. (r d in, I i l l y ,  i .. •
|h e  « i ' l l 1 •. d Si. o • l , * . ». .'*'•* r  h v a; * ie i r l  Iii , f • 1 ■
of the lb st Co.>• t n i l  ; • l< «* c? •**•“ v . : i  iy. Vl> r« !i.» .• ».«•*?'.• '
o f  tl*..t »wc * t«» as b : .is e «" -51. » ; . ! . * ri I . In th i s  « 1 , <<
K.Kiltl jiy y | i m» • t ,1 ».**•. (.11 ! 4; ** ; i ' ! !'u. <4 r, l l i ’ i .  *•! «! ' *
n i l  I inn. ' I n s ,  !l»‘* I I I  l i t  !.,*• n* * e th is  b j i s la ' . i *  »,
«i*.*.*i ■ i i l l . t i <r! 1 , pS*’ *»f | l  * ' * f • *'* {-I i l t *• . ib l t ■* b . '2 1
r . i l l k o t i .  f- ‘ I iv. l i t f  P. • i • ••>,» i • *, . i i .n in th.* .1 t '  r . l  i.>
o l  t.ii l»< d.
t'« da Mit ! l i t . r  * l i t  thl* i* I f ' * "  , 1 I i 1« 1. i l ien . ! ' i »■ .
»•. I : ,»*rt.»n* t h . I* -  { v v s i b l I i t >  ut * i. st t ’ .i’.t |*r it • m i l  J
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R •> - •* >\ •• •; • *• < t "? * v  ',»• 1 ) V  r % W  * V  V
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Su : : " : iu y  o f  1 1 P; ouor .cn C c. iii LLc< 
S u b M  i tu t  c f o r  b ou s e  H i l l  32.2

T h i n  p r o p o :  s i  c o ^ t . i i n s  p r o v i s i c  o r ! ’. h the* o r i  . y i n a l  l l o ;  
l».i 3 J 32 2  nr. i n t r o d u c e d  by t l  • G n w r n o :  and the* Hen:: I c 
S u b s t i t u t e  f o r  House  H i l l  3 2 2 .  I t  r e p r e s e n t  r. a c o n p r o i i s o  
b e tw e en  t h e  t ; ; o  v e r s i o n s  w h ich  r e t a i n : ;  in  l a r g e  p a r t  t h e  
c o n c e p t  o f  s e p a r a t e  a c c o u n t i  n r  ~ ;*p roach  t o  a s s e s s i n g  c > l  and  
g a s  p r o d u c t i o n  and  p i :  • 1 i r. t . • . - . p o r t a l  io : ;  5 nccs , but w o r h s
t o  a v o i d  t h e  p r o M o .  . o f  c o :  po r - i tc :  mar.? p e l a L i o n s  and  p r o f i t
f i h i f t i n q  by p r o v i d i n g  t h e  M n : e  g r e a t e r  c o n t r o l  i n  t h e  
d e t e r m i n a t i o n  of t h a t  i n c o :  •. I t  a l s o  c o n t a i n s  e l e m e n t : :  o f  
t h e  o r i g i n a l  House H i l l  3 2 2  f o r  p u rp n .  v . o f  6 . * rr i n : i: *: t h a t  
p o r t i o n  o f  t h e  i n c o r  • e a r n e d  by o i l  ar.d g a s  c o r p o r a t i o n . ;  f rosn n e t i v i  L i e n  f i b e r  t h an  p m d  c t » o n  and p i p e l n  • t r a n s p o r t

DKv r : r : : i : .  v  ' o  . o r  iHCovd:
1 .  O i l  and  C. .s  P i o d u c t i o n

P r o d u c t  io . i  i n c o  * c: *1 in .  d tuvl • r e .  mi a 1o
account i n g  r . r t  h o d .  Ti 1 o f  t c ! ;»M | v a t l t l
w i d o  in c om e  and  e p p o r l  i on  I • :j t h a t  i n c o x e  t o  t h e  :;t s •• 
b a a ed  upon  a f o i . s b t ,  t!  . i-.co: • »: t h e  nt .• I f  i •:
d e t  e r n i  ned d i n  l y  by I . .‘ . . t i g  os»?y at th  inco ; .  * and

: o f  t I. • p: . i v i l  y i l l  th at Vl l *!
i s  d o n a  a y  i s  i n  tie - b * l '  a d o p t e d  by t h e  Ju -nMc J v i f . o e  
Con. ’t i t t e o  by l a ’ .m u  th  M iie.e.l v a l u e  o f  t o t a l  p:c*du*- 
a: ; g i o s s  i n c o : . ' 1 and  d - d  ■; r r j  a ! ; c ! f  ic d  l i n t  »»{
e x p e n s e s  t o  a r r i v e  at n : n r o  •„ *m • s . s  ♦ t i n t  o f
d e d u c t i o n : :  i s  r e t a i n e d  * *:e *pt . n a l l '  . . . i i i fc  ! < • x gen . • . i l
a d e i n i s t  rat.  i v e  **xp ie** *. • r* .* • i *i« . ' i n  t<ad-.
Tim n a j o r  cn.uiw* t o  t ) .  ; u o i r h  J , v < - i  t h a t  tip*
j . l  at e  p l a y ; :  a i . io» i '• 1 • • • t b< t! \ • i in  * i <•:: o f  I In
in c o ;  -'* by a:.:.* * •. j «* t! •. i nee: a: t a>: d m * .  V ia : ,
d i r e c t  l o l e  by t h - - M a t *  : o  :• invO. • » M
b o p e f  ti l l y  a v o i d  t 1. j ... l i : i »  : '*.» ;»>«•? i t  : .! ii I t m ;
and o t h e r  i n c o .  • i : . i ;  •• '<a...

a I i o n

! ion



j .  J |  . 1 J . . r  * | ' |  • 5)>; j  r  i ! . ’  • t * i

in  .* ’ ! * f  . .* . . *1 ’ « * t
in tl'..* : • •: i. 11 v
i nr- 1.
i ’> •; * ' "v .  :

I I i ‘ ■! " * ' **• > J» I !1. ‘ 1 i ' ■ * *;'
(Mi /I ; :c j ’ i • i ic: f'*t : *. j r . :  I*
]<**ntnii«;r.> i t 11 Mil*..' i t n
e c c o :  V; 1 n j  U> <M . i • : : I *.•
K e f p i l u l . o t y  Co: inn i t . i.
T h in  i n c o r  i n  .‘l i n o  <i .: e'-n-'.! : .y t V.. d e p a r t  r . l .

3 .  inco :? - : fro:.*. /V.:t i v i  11 < . o t h e r  t h .m  P i p e l i n e  V: »:i.-p ; t io:* 
<1 ml I ’ r o .U u r l  i on

3 iicoj-u* f  r o n  n o l i  v i  I . i <•:* o i l :  -j l im n  * ro du o !  io n  and  j 1 i i . 
t  r n n y p o r t  at i o n  i s  d e l  o * r i n o ;  I uricl <t f 1 o u p p r  >tch 
f i f  I.c*i* i;ul»t r . i c t  i ivi ov.t p r o d u c t  i o n  *iutl t*it».* 15 r.c* t i v u m p n r t  . 
i iicoi.c?.
I ' j r s i t  I  h e  w o r l d  w id  • boo ! :  income* o f  t h e  e o r p o r  l i o n  I:*, 
d o  Ur m i n e d .  Pro.-a I : . i n  cir.ou'd i n  nuht m e t « the 5 nr-.< 
c l o i o » r . i i  J r.<:p«ij*«itely fen- p r o d u c t i o n  m id  p i p e l i n e  
t r a n s p o r t  a t i o n  a c t  i v j l i c n .  :*<• r e - f i  i n i n*j n o ’.. ineo ;'  • ir 
t h e n  a p p n r t  i o ru  d tin : ny I n  * p r e s e n t  uni. f o r : ;  f o n i o l  i o f  
p r o p e r t y ,  p a y r o l l  '-.ti ler. . foncv* pi o:!u::t, ? on  and
p i p e l i n e  l r « i n : : p o : l . f  i o n  inco '  «ire c P - t o i r i t  nepnv . t i  < 1 /  
l l i . i l  p o r t i o n  o f  p r o p e r t y ,  p . .y r .» l  1 mid i d r l e s  t r *l»-t 
t.o I h o n e  i i o t i v i t  i o n  in  /. i m ic  s o ld  r .  c:t <*c: f t o r
n u :e r« i t  o> :■ ; i : r l  d'*:;*\ i n d o r s  o ' 1h uppn :  t ?'.•:* • '<*-.'*.i’
Ulit i l  ) • i t  t in  i  i l .1 i : ;  jo . . *  t h e  * '  • • t '■
p r o p e i t y ,  p a y r o l l  . : ! * - - l e .  n t t  i i ho* >rhl( t o  o f  h> ; 
act i v i  t i<
In ; i d ( l i t • ( » : »  t h e  p r 1 •?<M'.l -1 ;iu-;t t h •’-! * 1(*: t i n - r  :t
1o n  Vll.l 11 * t «i'.* - . i f f t . an t o f ( i f : - : i v i * y -

Pllltl. i f .*. • iV.iii h s r.i f  I . A T j v i : OVs. • »< t>.« A /*. f * I V

An i it t h e  r>e:i • it e  P -r.ri'i* c*e*. ( ■• r i ■ • • : • -1»*.t I ! v t . 9 • *unit . 1
»<: o • t i |IC[ o f .*<pjre<| . : t • i n r  i. it ■A e x p . - :i- f n t .» t i •4 • • i f . • r;
p :  ■• • i d i.'tl f o ;  . 1 n .■<!•! i ( •** *, t !i * t>*• -•->.1*• 4 - . 1 !. nl**. t ; 1 M • i • i . «■»■.* • r! •
f i n .«•! ■unto . 1 r e v i e w  o f I h • C : • . 1 1 ' 1 1 1 * n • • • ♦ • • • (••« I « • e t  i ■ m i * .

i*y t I c ­ 1 i*fj i •• 1 . t ( i v e  i i i i  • ' t o t  *.:i t i. . *t it lit; . .  : 1 r e p o : 9• t (* t in*
I (  'j i :. I .i t m e .

/iI f » • *• • * •••* I • • I

' • i i t : .  p i o p o n l  c l i f f e i ! .  f j o .  t h -  J f e nP . *  ? • •*.«»m « >•:. Ci. :  i l t > -
j. »!•:.i i t nt •• i n  t h  ' t h *  (I ■ • * nt i n  *• <ivid>*d i »i** < o . i t » o l
1 . 1  t h e  <1 l e i  f i  tied i o n  n ‘ i *. * . V h »S  it .  d o n e  t o  l i»*lp a v o i d

• i p n l  ’ i o n . ,  o f  itn*i . Thun  I h*
* { i  *.' t o  »in*:er-f. ( ’ i ' >i' l I '/ tin*

.,.<*.1 * ' . i h l t r ,  v i l e  I <**. ti J t Mi'l 
' > • »’ * •> t i! .it t le  t. l «ii« I u d

I i »f • i .-.hi: i iu*| >11111 ol it j t 

m i l l  * r i i y  i.*. <j  a v ii t o  11 * 
i t  * • : .  t  . t x - i l * ’ * *  t i n d e r  t ! .  »
l l ' i i *  • l l i . i t  \ *( i’ 11 * 1 I •• ••
( * ■ p i r . i t  e  i n r o :  t •• « «’ • o '  'J• J* *t t ‘» nt ,

* i on
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S'JDJECT: IY 79 Revenue Ir.pact of Proposed lrcoue* Tax I rrjir.l«*»t 1 on
(C5>!!i* 3?2, CSSH 105)

TO: The Honorable John Sacfo|£l
Gr e g g  K. Eric k s o n  Y  /
D i re c to r  o f  Research /

Yesterday, we* provided Jud y  Crondahl of your staff «* c o p y  of a M a r c h  31 

rcor.-ornndinj to S e n a t o r  P oland in w h i c h  v.? indicated the r e v enue expe c t e d  

to be* raised by the? proposed oil and gas incn:r.e lax le g i s l a t i o n  d u r i n g  

FY 79 w o u l d  |hs approxir jl< ly $2 2 7  pillion. believe c o n d i t i o n s  that 

have* developed since this n r o r a n d u '  w as x.ritten, spec if ic. l ly the 

e r o s i o n  of the* t.'cst Coast oil price and the increased p o s s i b i l i t y  rf U s  

collapse, requires revision of this csti* ate. IY 79 r a v f u u e  i:* J i t  this 

bill tier,/ appears • ore likely to fall LiU.rcn ?1!*0 rill ion ai d f ?9D 

mi 11 i o n , • *Stli the* t ost likely value in t! :• n e ighborhood of $1D5 r illiori.

Of these non i t s ,  $113 n i l l i o n  would h  r .v scd by tbe co rpo ra te  inco*'* 
tax <*n  l rans*Al ska p i ;  l i «  • it c c  T M :  exponen t  is  not sub jec t 
rxicb mxM l i i n t v ,  s ince i t  is  t ied d i r e c t l y  to figure*', so! Sited by Ik'* 
c<*i.,i.mir:. tl . - l v c .  to the fede ra l  in u jy I '^ ju la lo ry  l'( i s s ion  
an? the tax i l " .  I f  i s  keyed In these v .  i s s ions .  1 lie tax revenue c.n 
p ip e l in e  lure • cou ld  I re dun J i f  Al rJ.x ' *. pos i t ion  I f o r e  MiT on 
p ip e l in e  i - r i f f s  were to I • sustain. ’'. , but tiii*. t.’j*ild r e s u l t  in t an* 
thin o f  f s e t t  in ; fncrr.iso*. in o the r  r o v in i  % {f>St if pf.i'tai I l y , l e y u l t i '  ) .
Ihe t <*11 he,id li.it. * f igure ' , ho.;*.*'T, a rc  r r l i  : re unce r ta in .  A f i l l  ;• • 
o f  the l.'ist fu* ‘.I n i l  p r i r e  cOjild e s n c t  ivuMy re hue IP.e i; .*l l l ie, d i . 
of Ihdt ii.ee • lu  as low os a H i l l a r  p . t  b a r r e l ,  In th i s  e v u i t ,  c< ; :*i» •. 
i.nulij pay i n . « • t>i*( *. on the it prod.r tints op* r , ; l  ions o f  «'! * i : ’ ; ’ i
c i l l l u n .  lhu*., l l r* t o t a l  ii c( - I - t ’ • o* ' r  th is  l e g i s l a t i o n ,  
ass'i. ii i- i th * c o l l a p se  o f  t'*.- I' si Co t .! p r i c e ,  t e i l d  be as l< 5Hh
n i l  I inn. A i . i . ph *.bd..ini| flu: r t r y n '  ei vsfon in l.h • t Coast ; .* i *« is
»'i I Iiit lie.,.
IA do nut ! l ie,* t l  . • tb i t  Is  t l  •’ l i k e l y  f it* ( , ! it • l> .
i I: port.mi! 111 • K t».** p o s s i b i  1 , ' y  of a IP■:.I ( c v . l  j - r i i  • c o l l r p . f  I *



Hon. John So ch.* I t May 3 1 ,  19/M

considered. Wo l.fivt? d iscussa l  these c s l U a L s  with Ue ju iy Cc y  si on -  
of Revenue John Messenger, and understand th.it lie liar. a r r i v ed  ir.d'*pond 

a t  e s s e n t i a l l y  the sar.e esti i.uites o f  IV 79 revenue under these h i l l s .

GKE:jm 
Attachment
cc: The Honorable Chancy Croft

John Messenger
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1 0 0 . 0 0  -

9 0 . 0 0  -

8 0 . 0 0  -

7 0 . 0 0  -

8 0 . 0 0  -

S O . 0 0  -

4 0 . 0 0  -

3 0 . 0 0  -

2 0 . 0 0  -

1 0 . 0 0  r

. 0 0
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SUHJfCT: I rp>c { o f  CS f :  * (SM3 333 (i!<’snui'CO&)
The* Manorr.Mt* j Polar:J, Chairi/o^in 
Soiolc C o - icu—

/ > r
PP.OM: flic ha i***! G. »«•;.. r j  .**2)

Resc.n'ch / '  : i y , :
This r • '.*»*:; if. i i  :%tr I's your rcrju^sl th.rl \; ■ j.rc .src* on on.tl
yMS o r  ths r e l a t i v e  rt .t-s . o f  CS f o r  CSfifi 322 (kv&ourccs) on
l,> ’ I ' ■ ; ’ ' ‘ ‘ • * !*•* SWlO or  AldShd OII(! t ** • ! CjO’.o r f t -
r.f'nt. Unit". olrn'sri.v. t . c-ntfr.ilti coii'-:in<(! in I hi:, i.,,V‘ir»n»'f r» 
*'»*'• I ••'••••’ oa f  »y.n*( f i : in U • /• lh i r  M o r s n  t  I j. repo r t  o.’
Jjr/.ior.v, I,/.;, ti,li li* I« j'.* I ty i i, W  «tnrf Iivii..-Al,Pip. lir, •
s.v u  •: (• , »*♦»!iv * Sir. : : • ; y\

l.iMi- l x: J  •: ».h: : îvir*ic.*» of hmlhrn- l.y ,.i.r ijr •
u  r ' (■ ' ' : tl. j.ioljri r + , f .• .
Ifiv* (<■’■■■ 1 liovi-n • . Ji.. (Vifrtiny s-t.ilp lf.ee U x  1, .. .:
uiiticr t i i -  p r opv . i  d  h i l l ,  I Pi n es in ToMo I d i p  f o r  t l • p : r i o t !  I*;?/

If..' S*»» 1 infoi * V ' f j o / m  l l y  ir. ( .  ; j . t ;  ••
l.iMc- II :•*.! .;*■ tl. ill. ... r  : ( . ! i* • pr«,j»'i%(*.f hill < :.ly it, t/*»\ . t

I roii it n - . i „> * : ,». ■ f< ' f,.i „ . t,....... O f, »•
' '  ;  » f » o  i i .  • ' " I 1 • ■ , . }  t *  ! •>,< ! • • • ! ; •  A y , I  i t . ,  I ! .  1
i if«-i i •» I I*. J'm m -j.:* ' ■ i ly it, f», | | .
: ■ W l f  '• !». I i  , li fl ; j., t! els U ' . ill t! • li
\  '**» ' ; •- ' • ' /  • ; i : •, in tiii* i .  ,  o f  s-V
(u;i fl. ■ 1 1 1 ;» . • ; , r , ; I: . •

.1 ,1 1 .! I . . . )  • ly I ! . I i i it, { v 1*1/ I ( t l j .  I l l :  . t l ,  ;•
**' * »I h i m  «’.III It* i.y : . , *. •;.* :t.r IY P'/'f J,

I*
/ 1 1.11» (•:)


