


€)) tpon requeue of a pipeline carrier the conxr.ii»sion shall review the
accounts of that carrier and provido a certification to the Department

of Revenue either stating that to the best of the corxiisslon®"a knowledge
and belief the report of net pipeline income submitted by the carrier
under AS A3.20.013 1is in accordance with the commission®"s regulations
governing the accounting of income, or “hat it is not no in accordance,
in which ease the coczsinsion shall identify the deficiencies in the
report and. if possible, provide a reporting of the true and correct in—
cuse.

(b) The coeelnslon shall provide the certification of compliance
or deficiency in reporting within *§ days of the date on which the pipe—
line carrier requests 1it. but all certlIflcations rcr-aln subject to
amendment by the coscission for a period of three years after the due
date of the tax return which they accompany.

(c) The commission nav by regulation establish accounting pro—
cedures and definitions as may be necessary to define ret incorx- for lax
purposes, but net income so defined shall coincide as nearl as posslbli
with the net income definition used by the commission in establishing
rates and measuring rate of return, and shall be derived before any
deductions for income taxes accrued or paid.

Sew 7 AS 42.0S.141 1is amended to real

SeC. 42 .0V 141 CEtfKRAL TOWERS AND DUTIES OP HIE COMUSSIO.:. The

Alaska labile Utilities t"omelsslon (GlAY|

(1/ tray regulate every public utility engaged or proposing to
engage 1in such a business inside the state, except to the extent ex-
cmpted by sec. 711 of this chapter and the powers of the commission
shall be liberally construed to accomplish its stated purposes.

(2) ngy Investigate, upon complaint or upon its own rollon,

the rates, classifications, rules, regulations, practices, setvice? and
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facilities of a public utility and hold .carings on then;

(3) nay make or require just, fair and reasonable rates,
classifications, regulations, practices, services and facilities for a
public utility

(/«) nay prescribe the system of accounts and regulate the
service and safety vi operations of a public utility.

(5) ray require a public utility to file reports and other
Information and data.

(6) raj/ appear personally or by counsel ind represent the
Interests and welfare of the state ir. all natters and proceedings in-
volving a prbllc utility pending before an officer, department, board,
corr-.Ir.nion or court of the state or of another state or the United
States and to intervene In. protest, resist, or advocate the granting,
denial or modification of any petition, application, complaint or other
proceeding.

(7) r-a® examine witnesses and offer evidence In any proceed-
ing affecting the state and initiate or ,*arcicipate in Judicial pro-
ceedings to th« extant necessary to protect and promote the Interests of
the r*atofc

(11) ahail pri»vide ail :eaaonablo a*alstanee to the Dep.irtmen*
of Revenue In determining the net coco from natural gas plp<5in-
fqcilltlea

« See. H. AS 2,0"j Is amended by adding a new section to read
Sec. AS 4?.0S.)0Z. CERTIFICATION OF INCOME 10 DEPARTMENT OF
REVENUE. (a) Upon request of a pipeline carrier the coerlsslon shall
review the accounts of that carrier and provide a certification to the
bvparteent of Revenue either stating that to the hest of the corml*«ion*

knowledge anJ belief the report of net pipeline mcor* submitted by the
carrier under AS Al.ZO Oil Is In accordance with (he commission's regu-
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Intlons governing Che accounting of income, or that it in not so in
accordance. In which case the commission nhali idenrify the deficiencies
in the report and, if possible, provide a reporting of the true and
correct income.

(b) The conxnlsslon shall provide the certification of compliance
or deficiency in reporting within Ub days of the date on which the pipe-
line carrier requests it. but all certifications remain subject to
amendment by the commission for a period of three years ifter the due
date of the tax return which they accompany.

(c) The commission may by regulation establish accounting proce-
dures and definitions as may be necessary to define v.ot income for tax
purposes, hut net income so defined shall coincide .is ne rly as possible
with the net Ir.coev definition used by the commission in establishing
rates and measuring rate of return, and shall be derived before any

deductions for income taxes accrued or paid.

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

December 11. 1970.

lice. 10. This Act taken effect January 1. 1978.
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Original sponsor: Hulun Co”.ltteu Offered: A/77/77
by request of tho Legislative Council Refer."nJ: Finance
(for tlio Subcommittee on Oil and Can

Leasing and Taxing lollcleg)

111 Thir. SEKATF. DY TjlE RESOURCCS COMMITTEE
CS rOU SZHATK BILL 110. 103
111 Thii: LEGISLATURE OF THE STATE OF ALASKA
TEi.TIl LEGISLATURE - FIRST SESSION
A DIIX
For nu Act entitled: "An Act relating to Che Alaska net iuconc tax; and
providing for nn effective date."
DR IT EUACTED BY THE LEGISLATURE OT THE STATE OF ALASKA:
* Section 1. LEGISLATIVE FIKD1RGS /dID WTKiT. The legislature finds and
declares that the r.ethod of apportioning Ittcono for tax purposes under the
"Unlforu Division of Incouc for Tax Furpoacs” forumla unbodied In the Multi-

State lax Compact (AS 43.19) and AS 43.20.063 does not fairly represent the

extent of the business activities In this stato of tulii-statc corporations
engaged in tho production and plpelino transportation of crude oil and
natural gas In Alsnki. Tho legislature therefore Intends that the provisions

of auction 18 of nrtlc’o IV of the Multi-Stale Tax Ccapact (AS 43.19) vhtch
allow separate accounting of Ineoae shall ho silopted for tho detcmination of
corporate In' Oil tax liability on incotv* derived Iron the production and
pipeline transportation of oil and pan and related activities. The lIcglola-
Cure further intend* that aoparatn accounting shall result In tho asscssount
of tax against aultl-stato corporations no that tho tax paid by theso cor-
poratluns will bo cotxscnaurnto with dm tax that would bo paid by corpora-
lion# owning and operating only tho Aloukan nssota of thsso njltl-ntnto
corporations.

e C#c. 2. AS 43.20.011 Ilu ossnded by adding a new aubsoctlon to roadi

(f) For purposas of dstcmtnlng taxable Income under (e) of this

tscelon that part of Ir.oue of any corporation derived In Alaska froa
oil or natural gas production or Cha transportation of crude oil or
natural gaa by plpelino, including Incooe froa royalties on oil and gas

1 CSSS 103



production, shall, notwithstanding occ. 65 of thlo chapter, be dotcr-
nincd by separate accounting under the authority of section 10 of
artlclu IV of tho Hultl-Statu Compact (AO 63.19.010) and in accorJanco
vith oeco. 67 - 69 of thin chapter.

* See. 3. AS 63.20 in accndad by adding no*~* sections to road:

Sue. 63.20.067. DETKIUIINATIOJI OF OIL AND h'AYUHAL CAS rnODUCTIOS
IHiICOX~, (a) The detnminntion of taxable incosa attributable to oil
and natural pan production in Alaska, no required under uec. 11(f) of
thlo chapter, rIlmlIl bo calculated ualng grono inccnc and deductionn from
gross inco-e as defined in thlo nection.

(b) Crons Incoro from oil and gnn production in Alaska shall be
tho valuo of oil and gnn produced an established for purposes of the oil
and gas properties production tax, in accordance with the provisions of
ch. 55 of thlo title.

(c) Deductions fron groan income for tho purpooeo of determining
taxable production Incor.e shell Include:

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

(2) sovuranea taxcn actually paid for which no prior deduc-
tion has bocn claimed for Incoro tax purposes;

(3) property taxes actually paid by the corporation taxpayer
on producing property and facilitlco directly associated with producing
property. Including facilities for tho gathering, treatin' and preparing ;
of tho oil or gsa for shipnant, provided tho payuonta ore nadc aftor tho .

data of initial production of tho property with which tlw*y are aosoclated;I
(6) tho direct costs incurred by tits corporation taxpay

operating oil or (dd fields, including the costa of gathering, treating

and proparlng oil or gas for shipment, but not of any paynenta received

for thoso services and not including indirect coata and overhead except

as provided In (6) of this aubanction;
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(5 depreciation on invootuenta which arc aofloclatcd with tho
production, gathering, treating and preparing for shipment of tho oil or
goo, and which arc located in or adjacent to tho aito of production,
including depreciation on intercut capitalised nt a rate not to exceed
tho average coat of borrowed capital to the corporation taxpayer during
tho year in which it lo capitalised and alao Including tho amortization
of laaco Acquisition payments and property taxes paid for or on pro-
ducing properties before tho commencement of production on the lease-
hold, facilities or invcntacnt associated with it;

(C) Interest expense not capitalized, to the extent that it
does not exceed a portion of total interest paid by tho corporation, its
aubnldlailos and affiliates, determined by cultiplying total interest
paid by a fraction the numerator of which la the book value oT the
corporation's fixed aoucto in and associated with tho producing propor-
tion in Alasl.a and the denominator of which lo tho booh value of al
fixed aocutfl hold by the corporation, its euheldlarica and affiliates;

(7) expenses incur cd after Peer:-har 31, 1976 of unsu
exploration offorrn for oil mu' gas In Alanha, including the acquisition
coats of propertien abandoned, dry hole costa, and the costs of geologic
and geophysical exploration on or related to those properties.

(d) Tho department shall establish regulations covering the calcu-
lation of depreciation costa, tho nllocatloi of interest costs, tho
definition of facilities associated with the jroductiou, gathering,
treating and preparing for shipaent of oil and gas, and othor uattrra
necessary to implement this section.

(e) reductions froa gross Income undor thli section shall not
Include expanses previously deducted on a return filed under this

chapter.
bee. A3.70.063. DrOXMMATFfOrt OK CRUDS Oil. Adll 1iATUKAL CAS



PIPhLIb'K TEAUSTORTATIOU I»CO:.C.. (n) Taxable Incorn ottributfiblc to tho
transportation of crudo oil In intorsteto corsncrcc In Alnaka shall bo
tho ouo of tho amount rcporiod to tho Ir.tcrotatri Corunerca Coralscion
under the category "not balance transferred from income” nn specified uu
of January 1, 1977 in 49 CFP. 10 Tart 1204, account 700 and of fcdoral
incono taxes paid an specified no of Januury 1, 1977 In 49 CPR 10 Part
1204, accounts 670 and 695, and of taxeo actually paid under nee. 11(c)
of thlo chapter. A tax return rtportinp tbit Incoco nhall bo nccoupnnlod
by a certification from tho Alaska ripellno Comiaslon to the effect

that to tho bent of tho casclonlon'n knowledge and helief tho incoce
calculation hue been r.ado in accordance with the principles established
by the Interntoto Co-.0ercc Corralcoion, or, If In tho opinion of the
coccin*inn, the income 1c not reported In accordarco with tho ro<:ulatloua
of tho Intoratato Co.uscrco Cocclfclou, then a statement to that effect,
l[dontlfylnp. the deficiencies of tho report and. If possible, providing a
reportinp of the true nud correct income.

(h) Taxable Incono attrlbutabla to tlio transportation of natural
l.aa in Interatato ccamorcc In Alaska shall ho tho sun of tho mount
roportcd to tho Federal Power Courlaaion under the category "balance
transferred from incooo" aa rtpcciflod In 10 CFR 1, Part 201, account
433 and of federal Iticouo taxes j>i'd as specified an of January 1, 1977
in 15 CFR 1, Part 201, accounts 409, 409.1, 409,2 and 409.3, end of
taxes actually paid under aoc. 11(e) of thlo chapter. A lax return
report Inp that Iticouo shall ho acconpanlod oy a cortl f ecation fruu tho
Alaska Public Utilities connie*lon to tho effect tluit to the boot of tho
cotniaalon'a knowledge and belief tho Incoua calculation has been nadc
In accorJancn with the prluclplca established by thn Pedaral Povror

Co_ulsalon, or. If In the opinion of tha cnreilaalon, tha Inccwo la not
repot coa In accordance with tho repulse lons of tho Federal Power



Co;-MBl.iun, than n ctatcnant to that effect, identifying tlie dcficlencicn
of the report and, If possible, providing a reporting of tlic true and
correct income.

() Taxable incosic attributable to tho transportation of crudo ¢
in Alncka of any corporation not under Interstate Co:c:crco Cornyiniiion
jurisdiction, or of n corporation under tJie Intcratate Coaucrco Coroiri-
olon but not reporting tho operation of jlpclinrs in Alaska separately
fro:i tho operation of pipelined elsewhere, chall be an amount. equal to
that which would haw been reported to the Interstate Cosrsorcu Cou"ninfrion
under (a) of thin section hnJ the corporation been, in fact, under
Intarntnto Co*wcco Comirslon jurisdiction for the taxable year and
required to report on the operation of Alaaka pipe.linca separately fro:i
the operation of pipnlincs ulncuhore. A tax return roporting tbat
income shall be accompanied by n cortification froa the Alesha Pipeline
Co't-ilnnlon to the effnet thnt to the boot of the conningion’a Knowlcdr.o
an<! belief tho Incorvi calculation lino been uado in accordance with tho
princlpluo untnbl Lolmd by tho Intovstate Corscrco Cotsslunlon, or, if in
tho opinion of thn corralunion, tho income la not reported in accordnnco
with tha regulations of the Intcralnto Corricrce Ccrninoion, thou «
ttat<«xnt to that effect, identifyInn the deficiencies 0f tho report
and. If pocalblo, providing a reporting of the truo and correct Incot”.

(U) Taxablo Inco;.u attributnjlu to tho transportation of natural
paa in Alaska by any coloration not under tha Jurisdiction of tha
Fodcvnl Power Co.-uisslon, or of a corporation under 1Ydorsl Power Cortota-
aion jurladlction but not rejw>rtinj: the operation of Alaska pipeline*
separately froa tho operation of pipelines oleuvhere, shall be an auount
equal to that which would have been reported to the Federal Power Comls-
alon under (h) of this aectlon had tha corporation been, in fact, undar
Federal Paver Cos-niaslon jurisdiction for tho taxable year and requtrod

. —5- cssn m
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to report on the operation of Alaska pipelined separately from tho opera-
tion of pipelines elsewhere. A tax return reporting that Incoro shall
bo accoupatiicd by n certification from the Alnnka Tublic Utility Conajlo-
oic-n to the cffoct that to the beet of the eon.;locion'o knowledge and
boliaf Lhu niuoj.-u calculation has boon r.ano in accordance with tho
prir.ciplcn established by tho Teder.il Tower Coxnlnolon, or, if in the
opinion of tho cpraisoion, the Income in not reported in accordance with
tha regulations of the Tedcral Tower Cot”iaslot), than a ucntcMent to
that effect, identifying tbo dcficlcticicrt of tho report and, if ponsible,
providing . reporting of tho true and correct incorc,

(c) The certifications of the Alaska Pipeline Cossioslou and the
Alaska Public Utilities Comlsoion submitted in accordance with this
oection do not prejudice any future action by the respective cccxsiunion
nor prevent tho respective cormlsslon fron subuitting a revised certi-
fication within three years of the duo data of the tax rvturr. in support
of which it vau originally filed.

(0 nothing in this section or in see. 67 of this chapter Units u
corporate taxpayer'o right to appeal or iho taxpayer reocdluo provided
under ch. 5 of thlo title.

See. 63.70.069. [IOEWUIZATIOJI 0* INCOML FROII OTIIUR ACTIVITILH OT
cor.popATio::j kkcaged i.j on. or katvrai# cas j'konucmo:i or tra;;6l'ortaho.j.
Taxable incoo.n frou activities othor than oil or untural gao production
or pipeline transportation shall to detcmlInad by subtracting the incotx>
an determined ondur sees. 67 and 60 of tlilo chapter froa the cogiora-
tlou’s combined net lucocwi and applying tho apportlonrent forrxila
resulted under tho provisions of sue. b of this chapter, except that
both tho numerator and tho denominator of the property factor and the

payroll factor slull bo calculated without referent* to payroll or
proporty related to cruio oil or natural jse production or pipeline
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transportation activity in Alaska, and tho tnlco factor shall not be
urod in the calculation.

Sec. A3.20.070. FUCLIC rJSPORTING. notwithstanding the provisions
of AS A3.05.230, tho coraisnionor of revonuc shall cor.pile end trancnlt
to the legislature on annual consolidated report of statu rcvenuou and
taxation policies under thlo chapter. Thin report nhall include total
Alaska income tax paid hy finan anJ individualr. covered undor thlo
chapter and Itcalccd deductions by category.

See. A AG A3.20 o aoended by adding n new section lo read:

See. A3.20.075. liOOnS AKD IUXOKDS. Tho eJepartrent uiy provide by
regulation the ramier in which Looks and records nuot he kept and ualu-
tnlned for purposes of dcCorulning cross Inco;nc anJ deductions fror.
gross IncOT'0 wider sees. 67 - 09 of this chapter.

See. 5. AS A3.20.335 in amended by adding ikw subsections to road:

(1:) Any person who inproperly influences, or attempts to Irpropor-
ly influence, by conns of payncnt or offer of pnyrent or other valuable
consideration, cny state official in Ills doteitiination of values and
upportionrentB under this chapter is guilty of bribery and punishable
under AS 11.30.0A0.

(1) Any person who knowingly and wilfully rakes fnlan statements
or representation!), or who knowingly allows false statements or repre-
sentations to bo nado on Ills behalf In tho cusa of corporationo, with m
purpose of avoiding tho corporate tax imposed under thlo chapter lo
guilty of wilful tax avoidance and lo puniohoblu upon conviction by n
flno of Ihrro tlr.es tho acouut of ti*o tax that would have boon unpaid
had tha(also atatouent Leon undetected, and by Inprisoir-.ent for not

leuo than 10 days nor uorc thou ona yoai,
Soc. 6. AS A2.06.1A0fa ovonJed hy adding arow paragraph to tradi

(11) rholl provide* all reasonable asolotanco to tho



Department: of llcvenue in determining tha net income froct oil plpelino
fficlllLloo.
Sac. 7. AS 42.06 io amended by adding n new section to rendt

See. 42.06.041. CEKTIFICATION OF XHCOHE TO Dr.lAUTHK.IT 01" KKVh.IUC.,
(n) Upon request of n pipolino carrier tho corrnisnion shell review the
accounts of that carrier and provide n certification to tho Department
of Kevcnua either stilting that to tho Lent of the comlisnlon'R hncwlicdgo
and belief the report of net pipeline incoro submitted by tho carrier
under AS A3.20.069 in in accordance with the cORilsnion'r. regulations
governing tho accounting of income, or that it io not co in accordance,
in which case the corcclsulon shall identify the doficimclce in the
report anJ, if pooolble, provide a reporting of the true and correct in-
C0C30.

(b) The cot.-ilr.fiion shall provide thu certification of compliance
or deficiency In reporting within 45 dnyn of the date on which tho plpo-
linn carrier requests It, but all certlficatlone remain subject to
asendocnt by the cosclselon for a period of three yearn after the due
date of tho tax return which they acconpnry.

(c) The cotnlpnlon nay by regulation rotablifih accounting pro-
cedures and definitions as cay ba necessary to define net Incocau for tax
purposos, but not Income so doflnad shall coincide an nearly ao possible
with the nut income definition unod by tho comlssion inestablishing
rates and measuring rate of return, and shall bodarlvcJ before any
deductions for lucoso tnres accrued or paid.

See. [0 AS 42.05.141 o aroitdsd to read]

Ssc. 42.05.141. CGKMESAL FOVKXS AM) DITCH'S OF TIX GX*21IDS10.L.  Tho
Alaska Public Utilities Cocaalsslon (XAY)

(1) way. regulate ovcry public utility engaged or proposing to 1
In such a business Inside Lho state, except to tho nxtrnt



*

«t «

exempted by nee. 711 of thifi chapter end tho powers of tho cotrjoisoion
shall bo liberally construed to accomplish its ntntcd purposes;

(2) Liny investigate, upon complaint or upon itn own t.-otion,
tho rates, classifications, rules, regulations, practices, ocrviccn and
facilities of a public utility and hold hearings on then;

(3) nay tsahc or require Just, fair and reasonable rates,
classifications, rcqulat.ions, practices, ocrvicen ard facilities for a
public utility;

(A) rjy prescribe the oyotcu of accounts and regulate the
nervice and safety of operations of a publ*" utility;

(3) t-sy require n public utility to file reports and
information and data;

(6) nny appear personally or by counsel and represent the
interests and welfare of tho Mate in nil ruittero and proceedings in-
volving a public utility pending before an officer, department, hoard,
coanlnslon or court of thu state or of another ntato or the United
States and to lutervono la, protest, rcolst, or advocata tho granting,
denial or rodlfleal ion of any petition, application, complaint or othor
procesding;

(7) ivjr cxnnino vltncuncs and offer evidence In any proceed-
ing affecting the statu and initiate or participate in judicial pro-
ceedings to the extent necessary to protect and promote the intereotn of
the state®

(BJ shr.ll provide all reasonable assistance to the Department
of Pavenue in ilsterolninr. the nnt. Jncoco froo natural isa plpclhir
facilltlea.

Sec. 9. j=A2.05 la amended by adding a uaw soctlon to read,;

See. 62.03.302. CCKTIFICATJO:! OF HICttV TO LHI'AHTFQItIT OF Y."MUM.
(a) Upon request of a plpelino carrier tha cocjslssinn shall Tovicv tho

—5- csr.c 103



nccounte of that cnrrlor and provide a certification to the Depnrtniont
of Revcruc cither stating thut to the Lest of the corr-.aiasion*n Knowledge
and belief tho report of net pipeline Incoao submitted by tlia carrier
under AS 43.20.069 io in accordnnco with tho coinntonion"o regulations
governing the recounting of incono, or thut it in not co in accordance,
in which case the coirainslon r.hall identify tho dcflcicncleo in tho
report and, 1if possible, provido a reporting of the true and correct
Incc-nc.

(b) TI-a cotinionion obnll provide tho certification of compliance
or deficiency In reporting within 45 dayo of the dote on which tho pipe—
line carrier requests it, but nil certifications rc.mln subject to
aeendr™nt by tho cccuiesion for a jnrlod of three, yearo after the duo
date of tho tax return which they accompany.

(c) Tho co;mission way by regulation establish accounting proce—
dures and daflnltlono an uay he necessary to define net income for tax
purposes, but net Incowo no dcflnud shall coincide as nearly os posoiblu
with thu net Incotso definition uncd by tbo corxInr.ion in establishing
raicu and ncnburlng rate of return, and shall bo derived before any
deductions for iucoi»e tsxon accrued or paid.

* See. 10. Tills Act relates only to income earned or received after
December 31, 1970.
* See. 11. This Act tal.ea offeet January 1, 1978.
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1 Tax Accountant (UFA 111, Range ICC)
Benefits 25 1/7Z
Contractual:

Office Space
Telephone

Commodit! cs:
Stationery and Office Supplies

Equlpr/nt:
Desk
Chair
Calculator
Dictating KachSxxc (Pocket Secretary)

$2*1 "100

622C

1890
270

250

295
135

«

$ 3063*1

2130

230

830

$3382}
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1 Tax Accountant (urA 111* Han/;c IBc)
iicncfito 25 1/2?
Contractual:

0 ffice Space
Telephone

Commodities:
Stationery and Office Supplies

Equipment:
Desk
&i.ir
afculator
Dictating Machine (Pocket Secretary)

$2113100

622C

1890
2*10

230

299

139
190

290

$30C31 |

2130

230

830

$3302l
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STATE

of AIASKA

mov.

Mr. P. 0. Stevenson
Spect.il Assistant

Department t ;
P pan 1 fcbruary 3. >977

Cory L. Jcr.kfy/ svtnct. SBI’IntO DIM IG,
Director Y/j»
ti-

Audit Divlsl/

Senate Dill IDS provide*, th.1l all oM producing ,ind Bipeline companies
would compute thoir income on a separate accounting basis. This
concept, %iilc appearing to lie sinplistic and easy to accc*--plish,
actually Is very co«ple*. This has been pointed out b%/ the recent
report prepared hy Messrs. lolfrtn and Ainsworth for the Department
of Revenue and the Legislature.

Tliere nre several specific areas of concern which n have regarding

the Bill. Ilrst, it splits the icsponsibillty for uodit of the returns
to two different agencies, for a cc.np.my In the production of oil and
gas, the returns would he audited hy this Division, while for ﬁipeline
conpanlrs it is assigned to thr APUC. | would strongly urge that the
audit function for pipeline companies he assigned to this Division with
the provision that the /J'UC will generate the reporting rcguimenls
which w. ild bmmused as the basis for the audit. Sections 3, C and 8 of
the Dill would need to he a-endcd to .icc<«pllish this.

Second, it appears that thr Intent of the Bill Is that the Department of
Revenue i uld hy regulation define what would he deduct Ihle as .to expense
and how sy.h Itens as intangible drilling costs would he treated for

reporti' 5 Jirposes. It plish this StOuld rrr,--.sitalc the rr-ployr'cnt

of two Auditors and the Clerk typist 111 ul least one year ahead of Hu*
effective date of the lew to do thr research needed for these deternlrations.

Third, cnlinr 1? of page o of the Dill is a reference to the "allocation”
foir-.il.i required usidi r Sec, fJi of the chapter. To le technically correct
and to i«Mvr all doubts of what Is rrant, | would rrccersend that J>
proper t<r.i "apportinr. nit" hr inserted in place of allocation. To
allocate Is to Specifically identity b>* nature of each iten of Income and
assign it to Ih<* proper Jurisdiction, while to apportion is to assign
Inure on the h.tsis of .1 formula.

fourth, See. *of the Dill refers lo AS TiJ.JO.JIO wlilch »wis repealed
In 19/? i Ch..ter It'j of the Session laws. the proper reference Is
AS 73.}«).3JS with the Iki subsection', identified as (J) anJ ().

fifth, the portion rf Sec. 3of tin Bill which pertains to public
reporting has provls. »ns In it which r.iy unconstltution.il. A primary
tenant of rair system rf scIf"assessed tas Is that the information
reported shall re-main confidential. The provision which wnul | require
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Mr. R 0. Stevenson February 3, >977 Paflo 7

0 su-nary of each return filed to be ralo ﬁubllc should be strict.cn
frcn the Dill. — That portion is included in lines 2 - 3 of page 6.

Lastly, there appears to be a conflict between Sectlons 9 and 10 of the
Pille secetion  impies, (et e Rijj wow be eftective, on &0

rcan that returns woug Ee due a?ter 1—17%on Inenrre earne(? In 19777
1would rcto Mend that this be clarified.

r.L)io*
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Hr. R. 0. Stevenson
Specl.il Assistant
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February 3, 1977
Cary |. JenkH.-J umtct. Senate Dill 108
Director mn
Audit Oivisiy.-

Senate Dill IDS provides that all oil producin eline com anies
Woum com ute Fc)nr [ncome on a separaPe accou% BPS ?]p
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conce hl It* ap earing to_be s mp istic and easy t
A o, T e
of Revenue and the legislature.
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Hr. kk 0. Stevenson February 3, 1977 Page 2

a summary of cacl> return filed to be ride public should be stricken
from the bill. lluit portion is included in lines 2 m 9 0f page [

lastly, there appears to be a conflict between Sections 9 and 10 of the
Pill.” Section 9 implies that the Pill would Dg effective ON I-1-'//
whllo Section 10 states that It Is effective on 1-1-73. POES Section

10 Bean that ret IINS would be due after 1-1*73 tin incrrr® €aINE0 in 19Y/?
| would rccoxehid that this D@ clarified.



roduced:  1/11/77
I!Re%e 8 Resources and Finance

ST R“LE?HEOY% sLATIvE

N O&ag Eeaswclomg]rl]dtee
IN THE SENATE g Bicas,easing

SENATE BILL NO. 105
IN THE LEGISLATURE OF THE STATE OF ALASKA
« TENTH LEGISLATURE - FIRST SESSION
A BILL
' For an Act entitled: "An Act relating to the Alaska net income tax; and
providing for an effective date."
P BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
j * Section 1. LESICLATIVE FINDINGS AND INTENT. The legislature finds and
declares that the method of apportioning income for tax purposes under the
s "Uniform Division of Income for Tax Purposes” formula embodied in the muiti-
1?j<Stare Tax Compact (AS “s.19) and AS 7*3.20.065 docs not fairly represent the
> extent of the business activities in this state of multi-state corporations
» engaged In theproduction and pipeline transportation of crude oii and
M natural gas inAlaska. The legislature therefore intends that the provisions
Kk of section 18 of article IV of the Multi-State Tax Compact (AS 73.19) vhlcit
iI'l allow separate accounting of income shall be adopted for the determination of
ih corporate Income tax liability on Income derived from the production and
n pipeline transportation of oil and gn» and related activities. The legisla-
ture further Intends that separate accounting shall result in the atiscsst'cnt
s 0f tax againstmulti-state corporations no that the tax paid by these cor-
- porations will'he commensurate with the tax that would be paid by ccrporaf knu
owning and operating only the Alaskan assets of these- multi-state corpora-
* tlonu.
* Sec. 2. AS 63.20.011 is amended by adding a new oub&ccllon to read
(f) For purposes of determining taxable income under (e) of (hi >

A
o section that part of Income of any corporation derived In Alaska from
/I oil or natural gas production or the transportation of crude oil or

natural gas by pipeline. Including Income from royalties on oil and gas

*1* SB 105



production. shall, notwithstanding ace. 65 of this chapter, be dcter-
r,ineu by separ. < accounting in accordance with section 18 of article IV
of tho Mult I-3tatc Cor.pact (AS 63.19.010) and secs. 12 - 16 of this
chapter.

Si-c. 1 AS *3 20 is amended by adding new sections to read:

See. *3.20 112. DETERMINATION OF OH. AND NATURAL GAS PRODUCTION
INCOME. (a) H.e Jetcrri!.. tlon of esxablc income attributable to oil
.>J natural e: production, an required -.aider secs. 11(e) and (f) of
mi: : chapter. .l;nll be bar.ed on t separate Iccounting of costs and
rewiv. eoc .ted vfth the production

Grous revenue from oil and gas product ion shall be the well—
head e~alue as csrablishcd for purposer of the oil and gas properties
production tax. ir iccordnnco with the provisions of ch. 55 of this
title

(e) Deductions fromgross revenue for the purposes of determining
" iXable p eduction incurcshall include

) T.val"len actually paid whether in kind nr in value;
{2) eve* ir.eetaxes actually pald.

(1) pro »:* »a*« actually paid by the corpiratlon taxpayer
i the Je e luring pt pci » sax*. the etc lilies directly 1issocialed with
it. including. f.icilllte. for the gathering, treat ing and preparing of
e e r'l or 3%air *i|*lp—ent.

tJ the cofltj incurred by the corporal I*n taxpayer in opera—
ting the oilr gat field, including the costa utgathering, treating
md preparing the oil or p.na for shipment, butnet of any payments

received for th<*«c services.
<5) depreciation on investments whicb are associated with tac
production, gathering, treating and preparing for shipment of the oil or

gas. and which are located in or adjacent to the site of production, in*



eluding depreciation on capitalized interest, lease acquisition payments
and property axes paid before the commencement of production on the
leasehold, facilities or investment associated with it,

(6) interest expense not capitalized and capitalizable, to
the extent that it docs not exceed a portion of total interest paid by
the corporation, its subsidiaries and affiliates, determined by multi-
plying total interest paid by a fraction, the numerator of which is rhc
oook value of the corporation's fixed assets in and associated with the
field, and the denominator of which is the book value of all fixed
assets held by the corporation, its subsidiaries and affiliates.

(7) expenses incurred after December 31. 19/6 of tmsuccer.-.ful
c-plorntion efforts for oil and gas in Alaska. Including the acquisition
costs of properties abandoned, dry hole costs, and the costs of geologic
and geophysical exploration on or related to those properties.

(d) The department shall establish regulations covering the caha-
lation of depreciation costs, the allocution of interest costs, the
definition of facilities associated with the production, gathering,
treating and preparing for shipment of oil andgas. and other matters
necessary to implement this section.

Sec. 63.20.013. DETERMINATION OF CRUDE OIL AND NATURAL CAS PIPE-
LINE TRANSPORTATION INCOME. (a) Except as provided in (b) and (c) nf
thir section, annual taxable income from the pipeline transportat lon of
crude oil In Alaska in interstate commerce in facilities devoted wholly
to interstate commerce shall be eight per cent of the valuation of the
pipeline facility an determined by or in accordance with principles
established by the Interstate Commerce Commission(ICC).

(b) If no ICC valuation nas been made ofan interstate oil pipe-
line facility or If the oil pipeline facliltlon are engaged wholly or
partially in Intrastato commerce, net income shall bo determined in
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accordance with regulations established by the Alaska Pipeline Commis—
sion under AS 06.0/«1. A tax return reporting this income shall be
accompanied by a certification from the Alaska Pipeline Corrroission to
the effect that ro the best of the commission®s knowledge and belief the
income calculation has been made in accordance with the principles
established in regulations adopted by the commission, or, if the Income
IS not. in the opinion of the COMMISSION, reported in accordance witn
its regulations, then a statement t0 that effect, identifying the
deficiencies in the report and. if possible, providing a reporting of
the trui. ant, correct income.

(c) A corporation operating an oil pipeline facility engaged
esolely IN interstate conxserce may elect to have the taxable income from
that facility determined in accordance with (bj of this section, rather
than fa) of this section if it complies with all applicable regulations
and orders of the Alaska Pipeline Commission concerning accounting
methods and report .. and properly files all reports or other information
required by Alaska Pipeline Commission regulations.

(0> Acorporation's taxable income from the transportation of
natural gas shall be determined for interstate natural gas pipelines in
conformance with the IePOrting procedures established by the Federal
Power Cor.mission. and for intrastatc pipelines in conformance with pro—
cedures established hy the Alaska public Utilities Consniosion. A tax
return reporting income from the intrastatc transportation of natural
gas by pipeline shall be accompanied by a certification from the Alaska
Public Utilities Coraslsnlon to the effect that to the best of the com—
mission®s knowledge and belief the income calculation has been made in
accordance with the principles established in regulations adopted hy the

commission, or. if the income io not. In the opinion of the cocnlnalon,

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

SB 10S



effect, identifying the deficiencies in the report and, if possible,
providing a reporting of the true and correct income.

(e) The certifications of the Alaska Pipeline Commission and the
Alask. Public Utilities Commission submitted in accordance with this
section shall not prejudice any future action by the respective consnla-
sion nor shall it prevent the respective commission from submitting a
revised certification within three years of the due date of the tax
return in support of which it was originally filed.

() Nothing in this section or in sec. 12 of this chapter shall
limit a corporate taxpayer"s right to appeal or the taxpayer remedies
provided under ch. 5 of this title.

Sec. A3.20.01**. DETERMINATION OF INCOME FROM OTHER ACTIVITIES OF
CORPORATIONS ENGAGED IN OIL OR NATURAL CAS PRODUCTION OR TRANSPORTATION.
Taxable Income from activities other than oil or natural gas production
or pipeline transporta ion shall be determined by subtracting the Income
as determined under sees. 12 and 13 of this chapter from the corpora—
tion"s consolidated net income and applying the allocation formula
required under the provisions of sec. 65 of "his chapter, except that
the property factor and the payroll factor shall be calculated without
reference to payroll or proporty related to production or pipeline
transportation activity the income from which iu taxablo In accordance
with seen. 12 and 13 of this chapter.

Sec. A3.20.015. PUBLIC REPORTING. Notwithstanding tho provision-
of AS A3.05.230, the comloaloncr of revenue shall compile and transmit
to the legislature an annual consolidated report of sente revenues and
taxation policies under this chapter. This report shall include total
Alaska Incone tax paid by firms and individuals covered under this
chapter. Itemised deductions by category and the tax cant of these de—

ductions. For purposes of this section, "tax coBt" moans tho amount <f
9. SB 105



revenue which the state would have collected had not a specific deduc—
tion been allowed. Also included in the report shall be a summary of
each corporate tax return filed which shows income from the production
of oil or natural gas. showing the total amount of oil and gas produced
by or for each taxpayer, the taxable income of the corporation from
production as reported in accordance with sec. 12 of this chapter, from
pipeline transportation as reported in accordance with sec. 13 of this
chapter, from other income allocated to the state under sec. 16 of this
chapter, an! the tax lue.

* Sec. A. AS *3.20.330 is amended by adding new subsections to read:

() Any person who improperly influences, or attempts to Improper—
ly influence, by means of payment or offer of payment or other valuable
consideration, any state official in hi-t determination of values and
apportionments under thts chapter shall be guilty of bribery and punish—
able under AS 11.30.060.

(g) Any person who knowingly and wilfully makes false statements
or representations, or who knowingly allows false statements or repre—
sentations to be made on his behalf in the case of corporations, with a
purpose of avoiding the corporate tax imposed under thin chapter in
guilty of wilful tax avoidance and in punishable upon conviction by a
fine of three times the amount of the tax that would have been unpaid
had the false statement hion undetected, and by imprisonment for not
less than 10 days nor more than one year.

* Sec. 5. AS 62.06.160 1in amended hy adding a new paragraph lo read
(1) shail provide all reanonuhlc asnintance to the Depart—
ment of Revenue In determining the not income from oil pipeline facili—
ties.

= Sec. 6. AS 62.06 is amended by adding a new section to read
Sec. 62.06.061. CERTIFICATION OF INCOME TO DEPARTMENT 01 REVENUE.

SB 10S -6-



(@ Upon request of , pipeline carrier the commission shall review the
accounts of that carrier and provide a certification to the Department
of Revenue uither stating that to the best of the conntssion"s knowledge
and belief the report of net pipeline income submitted by the carrier
under AS A3.20.013 1is in accordance with the commission™ regulations
governing the accounting of income, or that it is not so in accordance,
in which case the commission shall identify the deficiencies in the
report and, if possible, provide a reporting of the true and correct in—
come .

(b) The comlsslon shall provide the certification of compliance
or deficiency in reporting within AS days of the date on which the pipe—
line carrier requests it, but all certifications remain subject to
amendment by the commission for a period of three years after the due
date of the tax return which they accompany.

(c) The commission may hy regulation establish accounting pro—
cedures and definitions as may be necessary to define net Income for tax
purposes, but net income so defined shall coincide an nearly as possible
with the net income definition used by the cominalon incstabl lotting
rates and measuring rate of return, and shall bederived before any
deductions for income taxes accrued or paid.

Sec. 7. * A2_05.1A1 lo amended to read

See. 42.05.141. GENERAL POWERS AND DUTIES OF THE COMMISSION. The
Alaska Public Utilities Comlsslon (MAY)

(1) may regulate every public utility engaged or proposing to
engage in such a business Inside the state, except to the extent ex—
empted by sec. 711 of chin chapter and the powers of the comlsslon
shall be liberally construed to accomplish Its stated purposes;

(2) may investigate, upon complaint or upon its own motion,
the rates, classifications, rules, regulations, practices, services and

-7- SB 105



facilities of a public utility and hold hearings on them;

(3) nay make or require just, fair and reasonable rates,
classifications, regulations, practices, services and facilities for a
public utility

(4) nay prescribe the system of accounts and regulate the
service and safety ol operations of a public utility.

(5) nay require a public utility to file reports and other
information and data;

(6) nay appear personally ot by count"d and represent the
interests and welfare ot the state in all matters and proceedings in—
volving a publie utility pending before an officer, department, board,
commission or court of the state or of another state or the United
States and to Intervene in. protest, resist, or advocate the granting,
denial or modificatlon of any petition, application, complaint or other
proceeding;

(7) may examine witnesses and offer evidence 1in any proceed—
ing affecting the state and initiate or participate in ludiclai pro—
ceedings to the extent necessary to protect and promote the interests of
the HtrttC”

(ft) shall provide all reasonable assistance to the Department
of Revenue in determining the net itcome from natu;al gas pinelinc
facilities.

Sec. 8. AS 42,0b is amended by adding a new suction to read

Sec. AS 42.0S.b02. CERTIFICATION OF INCOME TO UCtARTKKS T OF
REVENUE. (a) Upon request of a pipeline carrier the conrsinslon shall
review the accounts of that carrier and provide a certification to the
Department of Revenue either stating that lo the beat of the romis*ton**

knowledge and belief the report of net plpclIm |Income submitted by the

carrier under AS 43.20.013 1Is in accordance with the collision®s regu-

S& 10b 3.



lotions governing the accounting of income, or that it is not so in
accordance, 1in which case the comission shall identify the deficiencies
in the report and. if possible, provide a reporting of the true and
correct Income.

<b) The comlsslon shall provide the certification of compliance
or deficiency in reporting within 3 days of the date on which the pipe—
line carrier requests it, but all ccitificationo remain subject to
amendment by the comission for a period of three yearn after the due
date of the tax return which they accompany.

(©) The comlsslon nay by regulation establish accountingproce —
dures and definitions asnay be necessary to define net Income for tax
purposes, but net incoreso defined shall coincide as nearly as possible
with the net income definition uncd by the comlnnion in establishing
rates and measuring rate of return, and shall he derived before any
deductions for Income taxes accrued or paid.

* Sec. 9. Tills Act relates only to Income earned or received after
December 31. 1976.

* Sec. 10. This Act intZtneffect January 1. 1978.
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FISCAL NOTE

He SI) 105
1 Tax Accountant (UFA |11, Ran’c 18C) $ 208

Bene file 25 1/25 6226 t 3063**
Contractual:

0 ffice Space 1890

Tclophcr.*Iq 2*10 2130
Corcnoditics:

Stationery tnc! Office Supplies 230 230
Equipment:

Desk 295

Chalt* 135

Calculator 150

O lctatir.c Kachinc (Socket Secretary) 250 JL3JL

5 33B2*.
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February 3, 1977
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Mr, R. P. Stevenson February 3. *97/ Page 7

O sufiary of each return filed to be rale public should be stricl.cn
frun the  bill.  Ihat portion Is included in lines 2 * 9of page ¢.

lastly, there appears to be a conflict between Sections 9 »nj 10 of the
Dill. Sec.tSon]%pma{)lles that . the Pill would be effective on” 1-1-7/
while Section 10 States

It It effecti N 1-1*73. Poe* Secti
10 rean bt returns woquube_ due a?t_e?Ctl'—YLe—ﬁ or. Inc'< e gzrte CTﬁle//'
1would reC« r.rnd that this tie clarified.



SB 105

Tho certification procedure envisioned by tho pro-
posed legislation is a significant extension of the Com-
miesior.'s responsibilities because of both the scope of
the task and its interrelationship with current regulatory
activities.

The Commission w ill be required to review the accounts
and certify the net taxable income of natural gas pipeline
companies or, alternatively, to identify the deficiencies and,
if possible, provide a reporting of the true and correct in-
come. This procedure io skin to Issuing an independent audit
opir.icr. and w ill require comparable standards of review and
exportls.-. Additionally, the Commission is constrained to
issue a certificate of compliance cr dcfic'cr.cy within 25 days
from receipt of a request of a pipeline carrier.

Section AS -2.05.502(c) anticipates sore coincidence
between the definition of net income for tax purposes and -hat
usea by the Commission in establish »nr ra-e. as.i moassr.r..
rate of return* There are a number of differences between
accounting for rate-making purposes ard tax purposes. The
fojration cr. net income currently filed ard reviewed by tne
Commission is tailored to regulatory requirements an.. cnly
tangent: .11, relevant to the certification proc ss. Thus, ex-
latli = analyst; f pipelir. financial =« t complimentary*
in not directly applicasi*. tc this task.

Given the Cor..irsion's workload, satisfiCto r.?y*: p*e‘(r('féﬁf’eﬁM

nee of the certlification cr.slbility will nece®sitdte
Irlng a *Mdee re rith specialised knowledge of iﬁ’% %l%
countin *e _ e** aj A= v c\{p*-t\-ﬁf

f*. e |*_ Ne * f o'« h»Cn \f‘“d

and ri1vs
X e LR

dilute effeetlve
ulbltliliefi.
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1 Tax Accountant (UFA 111, Ran”e 15C)
Eenefits 25 1/2S
Contractual:

Office Space
Telephone

Cosr.oditics:
Stationery ar.d Office Supplies

Equipment:
% sk.
alr
Calculator
Dictating Machine (Pocket Secretary)

$2M0S

6226

0

230

$3C63*J

2130

230

830

$33S2i<



Cowmen ( tlie /Has};! Public Utilities Commission

SB 105

The certification procedure envisioned by the pro-
posed legislation is a significant extension of the Co»r—
mission's responsibilities because of both the scop of
the task and its interrelationship W th current regulatory
activities.

The Commission will be required to review the accounts
and certify the net taxable income of natural gas pipeline
companies or, alternatively, to identify the deficiencies and,
if possible, provide a reporting of the true and correct in-
come. This procedure is akin to issuing an independent audit
opinion and will require comparable standards of review and
expertise. Additionally, the Commission is constrained to
issue a certificate of compliance or deficiency within *5 days
from receipt cf a request of a pipeline carrier.

Section AS *12.05.502(c) anticipates sore coincidence
between the definition of net income for tax purposes and that
used by the Commission in establishing rates and measuring
rate of return. There arc a number of differences between
accounting for rate-making purposes and tax purposes. The in-
formation on net income CUITeNtly filed and reviewed by tnc
Commission is tailored to regulatory requirements and only
tangentlally relevant to the cortification process. Thus, ex-
isting analysis of pipeline financ'd data,while complimentary
Is. not o rectiy appi.c».*~2e «- <«*. =

Given the Commission's workload, satisfactory perform-

ance of the certification r s:ensibiiity will necessitate
hiring a staff scrson with srecial':;;ed knowledge of tax ac-
counting. The alternative c¢.f developing In-house expertise

and diverting United staff resources to certification would
dilute effective- performance of existing regulatory respon-
sibilities.
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« Re SB 105
1 Tax Accountant. (UFA 111, Range |SC) $2*1*103
Benefits 25 1/2S 6226 ' $3063*
Contractual:
O ffice Space* 18_9_0
Telephone 2710 2130
Coig'r. dities: . .
Jtaauonery end Office Supplies 230 230
Equipment:
Desk igg
hair
Cafculator 150
nictating Machine (Peeke*- Secretary) 250 _83JEL
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RECORDS
CERTIFICATION

. tho undersigned. on employee of tho Stole of Alaska. do hereby certify
that the microfilm images on this microform ore accurate reproductions
of tho original records of tho State of Alaska os accumulated during the
reqular course of business, and that it is the established policy and practice
of this State to microfilm its rocords and to dispose of tho ongtnel records

aftor microfilm reproductions have born mode.
Signéture of Camera Operator Oate
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COMMITTEE REPORT

SENATE
FURTHER: None
2/110/78 Date:
Mr. President:
The Committee on FINANCE has had SSSB 107

North Slope Haul Road

under consideration and (a majority of the committee) (the committee
reports it back as follows)

() recommends it dopass () recommends it do not pass
() recommends it dopass wiLh attached amendment(s)
() recommends it boreplaced with CS for

and () new title () same title
() AND attaches a Letter of Intent () New Fiscal Note
() reports it back without recommendation
() and recommends it be referred to the Committee

MEMHERS SIGNING DO PASS OTHER RKOOMMENDATIONS

frman
S 60 (rev. 6/77)
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Introduced: i/ 10/70
Referred:
Finance

I IN THE SENATE BY HUBER

5

SPONSOR SUBSTITUTE FOR SBIATK BILL wo. 107
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - SECOND SESSION
A BILL

> Por an Act entitled: Mn Act relating to the North Slope Haul Road."
| BE IT EUACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

14

.01

iH:

20

1
77

74

HI

77

£L

* Section 1. AS 19.10 is aaonded by adding a new section to read:

Sec. 19.10.105. NORTH SLOPE HAUL ROAD, (a) The North Slope Haul
Road is designated part of the state highway systea, effective on the
date of transfer to the state under terns of the contract between the
Alyaska Pipeline Service Conpany and tho state.

(b) The doparttaent cuty not give preferential access to the North
Slope ilaul Road to any group of users. Whenuvor the highway is open, it
shall be open to the general public.

(c) As a ninlrjuxu tha department shall maintain the highway for use
by the general public fron Hay 1 to Saptcnbar 30 of oach year, luo
department nay enter into ar.reenents vita uaero of the highway for its
maintenance for the period froa October 1 to April 30, but these agree-
ments nay not linit use of the highway by the general public.

(d) In the event of conflict betweeu this section and other por-
tions of this title, the provisions of this section shall govom.

Sac. 2. AS 3B.05.035(a) is aaended by adding a new paragraph to read:

(15) classify and make available for disposition under stato
law land of tha state along the North Slope Haul Road which nay, in tha
dlractor's judgneut, be necessary to serve the traveling public} pendlug
classification, tha dlractor shall issue teuporary-use permits for no
uora tlian a five-year period, with one renewal for a five year tern, to
applicants wivo agraa to provide necessary servlets for tha travoling

-1- SSSh ;e?

IM/WTftf COPY



public; the director, with tho approval of cha corsalaslonor, shall
dotoruino cha land to ba asda available under this paragraph and the
limitations, conditions, and Coras of the ponalt, the paroles shall be
offered at public auction to tha highest bidder; after classification,
a pernic holder has Che rights granted under the parole and the right
to neat the highest bid offered at the first disposal of tha land
subject to Che parole after the expiration of the perult.

* Sec. 3. AS 44.33.020 lo ananded by adding a nev paragraph to read:

(22) assist parsons wishing to provide services to travelers

on the dorth Slope haul iioad In obtaining the use of existing facilities
and the creation of new facilities.

SSSi 107 '2- < QCPY
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Introduced: 2/10/78
Referred: State Affairs and
Finance

IN THE SENATE BY HUBER
SPONSOR SUBSTITUTE FOR SENATE BILL NO. 107
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - SECOND SESSION
A BILL
For .in Act entitled: »an Act relating to the North Slope Haul Road."
e IT ENACTED sy THE LEGISLATURE OF THE STATE OF Auska:
* Section 1. AS 19.10 la attended by adding a new section to read

See. 19.10.105. NORTH SLOPE HAUL ROAD, (a) The North Slope Haul
Rond la designated part of the state hlt.hvay evstca, effective on tho
date of transfer to the state under teres of the contract botveen the
Alycska Pipeline Servico Cos;.any and the state.

(b) Tho department cay not give preferential access to the North
Slope Haul Road to any group of users. Whenever tho highway Is open. It
shall be open to the general public.

(c) As aalnlsua the dcpartcent shall maintain the highway for use
by the general public fro© way ! to Septecber '0 of each year. The
department cay enter into agreements with users of the highway for itn
maintenance for the period from October 2 to April 10, but those agree-
ments may not licit use of the highway by the general public.

id) In the event of conflict between this section and other por-
tions of this title, the provisions of this section shall govern.

* Sec. 2. AS 18.05.015(a) laace."ded t/ adding a new paragraph to n d
(15) classify and cake available for disposition under state
law land of the state alongthe North Slope Haul Road which way. in the
director's Judgment, be necessary to serve the traveling public, pending
classiflcation the director shall issue temporary-use permits for no
note than a five-year period, with one renewal for a five year tera. to
applicants who agree to provide necessary services for the traveling



K

public; the director, with the approval of the coaalsslonor. shall
determine Che land to be cade available under chlo paragraph and che
licicatlono. conditions, and teres of the pernit; the pcrclts shall be
offered at public auction to the highest bidder; after classification,
a peraic holder has the rights granted under che percic and the right
to coot the hlgnest bid offered at the first disposal of tho land
subject to the perait after the expiration of the poralt.
See. 3. AS %¢33.020 is aeenJel by adding a new paragraph to read:
(22) assist persona wishing to provide set *lccs to travelers
on the .'forth Slope Haul Road in obtaining che use of existing facilities
and the creation of new facilities.

SSSd 107 *2*
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Cr/orr.yr of Alaska
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~00-2505

Walter B. Parker wi. T Interin Report of tl*b\

Co-missior.er 17 Task Force on the

Department of Highways' Yukon-Prvdhoc Hay P.aad

In the short tire since iIts constitution, this past {Ovar.her, tha Task
Force has devoted itself to defining tha :_ljcy Questions which ~ist be
addressed iIn a coherent, coordinated Stat to this Issue. It
stems fair to say that tle ulti ate impacts of the State decision (cr
I. in-decision) iIn this matter will rank with the discovery of the Prudhoe
field itself in long-range Importance, LBile the Task Force is c .are of
the increasing desire of rany in Alaska, ard in the f.eglsla.urc, to
arrive at . early decision with regard ta {he disposition of the haul
;oad, 1t Is u;nJsUkoMy clear to the Task Farce r:rk;rship that the
involved are too complex = pemit a hasty policy. To dj s
tnii;; (or nothing) inevitably precludes oV'ir potential ppperturikies -
sor.e of whose costs or benefits arc measurable in irsr.ey tears S:*e
whose r:acures are more subjective, but i vloss real. There Is,
isv.over, a very significant eltreat of political Judgmant ror,uir d ..i*h
1.9.11d to the TAPS road for which no err; A of analysis <n substitut =
Tow! t*. nil should the gt J ulneral resc .rccs of the Brooks
iu o deicT_*.ire the roww;:; " 7ft b. \r, .a, existing surface resources -
rost particularly natural values? Should ur.srs of th?TAJS rog;", U =
rjit isc, ad  Unit d traffic, le charged with the rvintcfl rac 1
[ = cm coats Involved or, like other S;:te transportation services,
should the costs be shifted inwhole or .  =tlegree to the gun-uvl
public? 5t ==fask loro* r- bars haw* emphasized that, with res; :l to
c«»lain types of develop *X'nt, per tiiularly mining, there is an ttrj-
( in.rily long rjastatlo * *erlcd between exploration and initial return
hr* investor. Jn sot coses 30 years is a reasonable period. Tharc-
, hsr;sold cost to the develop:r fer road maintenance affect do-
\ ., itof si"juificant fields?

This Issue is unu.ual in that develop ent, or r.OMdr.elop. :nt, far
c.i-la is c pldely co™ioll.d by {he stair, of the road which is utj./
ar* direct Jwrisdictlul of the State. The rc*jInder of this re,..rt will
present d?U on t™ status of the road with regard to financial, legil,
envirur --3al and d \ein; enlal 1rpacts.

rplion I ftonl clt sure - after Alyeska finishes pipeline.

fhwrci il rpwt*

1/~ Mat.* L . s|amt over OTO of fcderil funds on the road In c-jl-
liCorir.y costs which, in the w=_t that 1t is closed to th public, 12ulJ
require rA. "jiv nt lo the goverw :nt. recover, the federal shire of
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tho Yukon River bridge, amounting to rare thin $= Million, could pos-
sibly be* subject to ro...auisint, shauld tho nhX rule durt the closure
of the road wjs, effectively, closure of the bridge.

legal Questions, Fiiviroirontul Questions
datively few."——————————— o -

Uovcloji.-uiMl  Impacts

“ihe ligari. .iit of Coaraerco and Hoor.r ic Dovelorient lies noted that
Important nir.eral depositr. ny exist In tire brooks Range whose <1:v.7Ic;>
icnt, possibly with the aid of Alaskan royalty gas, wuld be precluded
by mad closure.

The single unequivocal need for tho road In the r.aar future gopear.*; to
be iIn connection with a iraus-Al.r ".an gas pipeline. A decision on this
ratlcr from the fPC is not 1e:pTh*.d until r.=tyc:.\ Another need which
could develop rajiidly would b? the need for the 10 id for logistic sup-
port in PET * exploration. In the r.intdrc*, tr* late: t information

have indie *s that, a, tha oil pipeline is covpleUd, the darofiticn of
existing cj-4. will brgin within *j days. This would then require

roc asti .clion of the @,:». by cl Paso, sh ulJ an Alas™::n route I *
selected. While the various Slate <. irtra sts are cun* ly iirv ti-
gat:ng their 1 ! for future hrir.i* end service facilili s along the

ro |, it eies fair to sy Uier*will never bea t'a far facflUi “*sct
the lev | they arc now maintained §i.r. . for22,D >:;}
This sub will be dealt wi 1r?~*e co /lately in a f.ufplc.-.enljry
report «;»jilahlc within ata.it t.o week:..

(ption hi. Seasonal, United opMing of the road to public use.

This option 1iIs necessarily tho 1.l complicated in that there ore a
great rmy possible ca.bInations uf restriction; which night be used
with re /.ct lo the road. Th- attach 1 cb*rl all. pis io su-awi/.e Sc**
of Ih*i ire widely discussed of theseoptions.

Any opening of the load to public use nay I: e.p-ctcd to have la- fol-
lowing L,, * of Impacts:

1. Financial
Ilie p.ibl K costs as*.<-iat"(J with any re id goenin™] are stag. ring.
Road Maintenance costs could L =eApecled to total around Mill It 1
for the fourionth viis-r " e.on, Public Safety estimates®costs at
about $X,700,000 fur the .irst full year, of which $'/.2 Million is
for buildings. Tlu-rafter d, »t S0S0.0jO » r year or $300,h<H) for
the *  r season* CRA fndi _ _ that oxncrlcni  with co anil
develop ™nt under arctic ocoiulitions <l =&, suggests cxlti. -
high public capital costs * the lit, <fHarrow is currently con-
sidering M* m$60.S will 1on in public cupitil expenditures for tij
period 10/>-1%)1U, while th* planned City uf lost fav r predicted
st - *10l nillimi in such costs. It is estimated tiiat th oti-
str.j lieu of the existing ca ps cost the uil industry in th neigh-
bor! .vl of 51100,0011,000.
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I' sen® highly unlikely th.it there will be, iIn the near futuiv, a
tI< base anywhere except at Prudhoe itself tu support such ex-
penditures locally, but Prudhoe can support a large budget.

2. Legal
Ihe 1°A%S road is currently classified as a part of the State b?c-
ondary Sr.ten. Once the road is accepted by the State und r.mad
to public travel certain r.irecjeatent options ray be forcclos
Road/ay maintenance and ;iblic safety have long been the Lv .1 for
revelation of traffic on public highways. However, select];/:?
traffic regulation such as granting permits, repairing p,rTri to
take busses, or allowing only ccr.rercial trucking, ore on r «h
shakier legj ground. Precedents such as the Parks Highw.v through
JicKinlcy Park arc not cc plctely applicable iIn that the Park Serv-
ice 1s responsible for the road as an adjunct to land r*.uag:/ nt
activities, while the State is generally considered to have broader
responsibilities With regard to Stalc-owned public roads. creation
of a tll roadmans the route ineligible for federal cssistar.ce,
which would result in additional 0 ts to the State*

3.  fwiror ntal
tnvirc onl.tT impacts are largely dependent upon th? ir her-; c*
person; who are allowed to use the road «wl the de?ree cf regu-
lation. OIX suggest; that sewage, solid waste, oil spills, off-
load vehicles and £ n-poinl source water pollution are likely lo be
the greatest sources of irr rdi ontal dangers*

Environ-anti 1 damage is, to sc =extent, inevitable if iae road is
oper.td t the public. Corridor rung? nt & a State pirk : ight
provide the regulatory fr. "Cword for mlnini/ting such risks.

fl. n.-velo- "Wital

Yne bisic*1|UOSHlons regarding haul road develop-.vital i;ects

concermn:

a) the extent to whichan ccone tic base will | =generated dt =to
the presence of th. road Itself (such as to-vist facilities at
ates of the Arctic Park, su rer he es, federal anJ State
acilrties;

b) the extent to which the opening of the rc i1 would trigger
resource exploitation actlvitles.

belli.t ol these questions can M=amwsi *. " adequately at th =pres-

ent » * It Is fair wsay, I & thati ==4sof the Task

lore* have w¢t to be sr;,ua relationship I,ti >ary5; clfk e

of d.==k{ vit and piblic access via the road, Oi th" «*lfr [ wd,

Ihvrc are certainly rusy types ol dev* loprwit thut w ild !* prr-

clt.!by closure of the raid. Certainly Mineral develop- «tw ,M

te significantly core expensive fieri the developer®s standpoint.
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It is cl(M* Miit .my policy on Mm liaul jn.nl rust also bo ii policy
on land ||.|na?.0|r.onf in" the northern third of the St.ite. Tho ile-
pnri; mt of finturnl Resources is currently in the final pluses of
comprehensive report on this subject.

Option [11: Unrestricted public access year-round.

Because of the exceedingly high public costs already mentioned, the Tas

Force has not given se-icus consid ration to this option.

Attachment

CC. Transportation Planning

o 'iIP/ulU/nth
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Guy H. Hu inV ~ > Haul Road Policy
Comriissionor
Attach*, i to this memorandum ir. a dia 'l copy of the r e¢ ;tr.r»ut
of Natural He* unco:' poMcy sid mission to th Haul Hr. i Task
Force. I am submitting it in draft form so that you : / m
earliest possible use of this ;| iter*al as State posit', i or.
thit issai* is formulated. | do, however, vi.h to rr*<e two
state*. with regard to the draft being r.ut; LtLed.
Fir: = tho Dcp trha.rut of Natural Resources work on th’ S'Suj
i orgoing* and | expect th»L this draft Would h Hy

i- proved upo; in lho following weeks as we (l¢) additlo*
rsearch and analysis on this topic.

h.co: 1, | think il is ir.paitint Cor you Lo know that I[I*.*
attach ! policy t.aci: - iU s len only fro; tl*ej * . <Live
of ti.* 0 part:**nt of Nalur.tl J(os *urr* s. and its. s.;a:**" vy

res; ibililies under the i /. irlln r | >licy di: <t

are held u;. this w-ilter, it will have to he » esitre:! .e:*ins|
citit m! ilancing eonsidem t , and : policy crcat**d which

i, -f 1. *e 2 '>re thm ther n uUhTut ion of a sn ;e <Ipeni*:  *nt
and e ; Jillllities. I will, tint In

L 9] e e SEAENES IPASARI Y S e
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1 i.;. [ =ft’s por.il ion on tho use of the Yuhou-Prudho™ ior.ct is thit
th- greatest. benefit at the least cost to the Slate w.mld result f\=: .
I ton of use to natural resource developsvnt activities under
controllad jr.odil ions. Il is suggested Imal <=i”current limited u-,.
status or th? road tE riaintamcd at least until sts.h tis.j sr.eral
unresolved issues are determined.

r - feel that: th -State or Alaska can lost decide on theseissues ur.en- ..
I"rcd by any additional pattern or surface transportation use.

Il ,e issues are decided, for better or worse frost Alaska s vm/pamt, .

a decision on the further use* oT the rou lwill so"ve the oecerninja 1. ad

yse, rather than itself ho n deturnmant. of laud use. | | . .

m .

i /lmrunresolved situations and issues wiica concern ihis Da#t.n a—

tin,l wauld affrcl. a long-terra haul toad use decision include the

following: ] -eee*

A flfiwlge*. iTsra"s"ra ios-.il.1 lity «f sddilSonal oil or natural r*r
1 >In _gilliin all or part of the pit rime corridor north®o. ihi
Yiihon Itiver, U would app <= to ho in the I ; >iu«rcst of the &X.;;e =
to retainlthe present  limitglion of haul road use to cnabl

and " § red < uct [T th . %, with a Miuit ® Ol n-oeeee
load building. TJic Slate will be in a strongei “{mm
i1i" T, Coms* % e "e < 7 ot : . 1 U5e OF SIICh JuCj. 1.
;1 jtim(. 1 anwhil ? red < the swlaaility o« the roao 2" 6 c:

lion base by €0t titling ; Irl of its capacity to noneoestrusui

LTIV [ 1# ] p . - , -
I.,r.idurable lix =will pass prior to I'.a conveying of ulle ~rn.u-e
corporation selections, prior totr.ms.er ol authol Ity over n.tu," ...

VA . (u?) lands, andprior topatenting of stale selections.
in,>» ;; Jucli 1ands are widor the inter iMMan ont 0. HIM. /= |hi
iml-- 1, 17,01 tle.ir vii.L Ih -various intcnM arran;. ..t

- e MY, s to the Stat0. It

i o M T w rtatiui. paltorns and o d : n t

Ilie reverse, « decision on hul road iiv« should .unit t..
of ini ?rii : mage* ml arrang Further, in (
haul K.wi to any additional use or access for new* f . an
um®ip“cled bargaining chip with which to influence de< .sfons on >

inlerin 1.Miagh.rt.. * ..



1| 100,11 ! (| I | . L.on-] L n-.
ﬂ’fl— Wl-dll—'lyFilled’)]).lg |O?J| zi!lldss nisir 50 nr, HcWw.C ., (- Tl Hnlk IU
i,oral.iv Cite-, of Hu- Arctic M-t will«Ir.«;jl. mkl potontinl!.y in. o-
mccs mst of the uJttefrwwls north of U > Vultoo.- Stwa o. the extent

li-2 bills or paste _ a, i-irtifnlarly the St,lie"s, feature cooperau.ve
e eem e Pc ik imh | . irov".ii.iis for w.noir. l.uots 0. n 1.~

patterns Or land use, ifirlurid.tij iiv.nr.,. l.-i.ut.iuii.

niifh north of P> Yulu*i, 1lEfnnal i ;idents will still 17/ ”trl'
I*".iity oT r.i:in lii'iis'enl«fion serv: Wl ir preferred land _
*anlii.e 4 lony far.sto. of ?nt to ior.ie sed eece.*. i;. avold = X >

Kxlent OoF diiccL State lartd ire control.

Hi- State of Jiis I In.. pelinn of Its land selection

left io .select, an! Ins. until IfJdl to do so. At Ilie present (ii ?, r."*\v-
l.Lions i y herad'- c*.v inLial ly only c¢* Itder.il public do.\iin i*a!:r "i; 1"
(el.SjT.il ic.ii.ion and jmlilic inlerc/) land:. However, once L:rive s
Lion*. li'tve heen deler.-iined and tie* national systems hoiorh ii.s fi.vd.
rr.1 niirj lands \;ilftin the ori‘jinal Il Live funi 'V wilhdi. ;ils 1y 1 e
con*lsclecl.thle hy lhe Stale, enl.irfiinj the iic*lc! of choii.c. lor this

rctiSfn it i*. the ivcoi,i**;k|.ilion of th, J!" MtI'C inn! the poll . of th?
State to proceed with delih *ration on selections, leaving ro *of 1); 1
to he i.?;de later wilhin this lirnadencd field of choice. :

P
° ° L %4 1

fi* proMoa presented is that it cannot It fnown at this > just *.*
and to id.at extent the*** later ".electionr ray he luide. On,* rund d. tr-
nine lirg; mr.h control Ilhe Mat*:* inuld have over land affected hy L.°

haul toad without Immwinfj hoi# |midi id this land 11 would < . 1 .
estii. a™*, he Hife of iufp.i<nt costs to Ih? Stall*, for fth<sa* *j
Any Ccist/lirrit analyse*, of various haul road irr* alternative-.
tccoyni/v Ihit | iiigf.*tl opportunities ("hvn*fits*™) and | au< =
irs; onsihi lil.ies ("‘tosts™) aie dependent on the land eventually c. d
by the State, and ait® thus not delerrinaide at this time.

1
*S:1.
W



Disparity hvtwen Male and federal iInfe=ests; dispioporf ioj;ate costs
_(Tigl.:'gr.LS)_froia resource development. ) ) L.

I {Ill pioluhly retain L[t authority uv.r i.uch o* pi}~Zmo
corridor, and of ouselreled remnants of P-2 and native i;iHidiw-tls.

Phi it* fidual and Sl.iLe objectives (or these lands r.y lo similar, and
while %/==ithetic lilMnnagers Zill atlrapL to represent a:l Aleshen
vie* ipinl* it rust he assured th.it PdU ninngsManl will re; led: 10 :ral _
Interests Insofar as H.ipgt costs of ;.- ~resource devclepv sits fall
disproportionately on the State, the federal w”rne. ;L cannot bae:<-
n-cted to he as restrained about such costly developv.aius as would he

th " St ite. Jn any region featuring hath State and federal t <:r™nips, = .

resource develop,T.enl conflicts are inevitable, and could be oenr.eo by-
the entity wviai controls access.

*x* >

Piv-_.if land-use planning limitations. “* - * 7
The i*-i.n aunt of Natural Resources tushes broad regional pisinill3 to
precede a haul road use decir.ion.not the mcrse. The p.w mg approach
should be 10 consider transportalion as co-ecaal witn .au.i-.I, * . .ic,
eniNbii~ nkal, and ethck factors. Ih._Iml rood s physical r::Ssi.em:c
and patterns of or/* are "?ivenS' Zjr.c & arc dié cci.uls 0°/*- . —

. This appro | also J«rwiU the devclo; uit of cUi/c.; involvc-
; planning ttrihinisr which include the entire chversi”®oi p”~ilo
affected on u regional h vis* whereas an appioach w.nJ. c.. .... , traus
imi tation risV. mMast " identification unpeople (and hen , = iV
¢-V. a lobjvcLives) b:i.ed on their rel."tioir.-uip to a «ir..4o. > -ON

gr.tr.: ur p.irlicolar develop -at project

[ J [ J
w °

#

= lonn-rangn iol i«wv K, |w-nt, Hie I'kria lawl ur.". bl Sfr **r =
-

«< | e _tolaiiliSlow ,Jhu-"lIsto. |fit <= 1« - _or

>, 1 u n w ._ Feped<el- f * » 4 « N _a_
-— i <"k Ur*s 11"l sid © GIN rim ( >l dtanl.
.uZ"i-.tion ill- 1. =€= In coinrMe R/jth "h- -lire
and gas to I=t-urac led

-"Ih- field", i.e.until lhen* is !0 More oi
L. .. o1
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ivifrnfi©l effects on forth Slope* Llwne?r.. .
Past. anJ prcst™nt tunageosnt ft <bs? Stalo"s forth Slope J*™*"*

iviiiilat.es nil surface <lc\vV.ip.TC»i. .wt O )W . .uiuva . ac.» .~ 0.
15,;. r.icr-.Mtibil itv oT tundra surface to i. tvpj n 0o top.
emil enr ion the ADI closes these lends during the *2* |J"onths
- C* L jJi~ nn-rtFC of Ihe land csxopl for developed
5 ¢ "M u " vint«;.nU=* " » , « im a

. M F ;i v fr0;%cn end there ir. sufficient m ».: cover, _
end itsiucr Mirincc. - on the land stirTec e itllcwjd
-]y ff p\Ln read to the liorth Slope area \ sre openet to

JmtstHctctl access, dHficul ty wuld If encou-ilcre. wuli * mmm-mm—w
s niseBlIBiiBaus and - - y ?1S»

* $ « r

r. . vV S
11 Leraliuus™of® [h0' Laeeii white wit - b
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A, ru=viry of I>vIlInlnTn Policy

1ho pin po:.f* of "Mshil.win Nm! fiend Po||c*y< IS 0 L'VO I'"g *ph-of Al:-Lj ilr.o
| e svtt mw.t T Ismicy, which lijvo a <fl lur.i*Ir.;j cn iba_ ~ ro, .. idic* ul i or
Uuj ITitt il in! hmds nidjjcan| lo H- pIJ»*IIn corrldor Thro. |rrW||3||ton
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