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t i o n  o r  f r a u d u l e n t  p u r p o s e  to o v e r v a l u e  the 
p r o p e r t y  a n d  so to s e t  at n a u g h t  f u n d a m e n t a l  
p r i n c i p l e s  t h a t  s a f e g u a r d  the t a x p a y e r ' s  
r..ghts a n d  p r o p e r t y .  R o w l e y  v. C h i c a g o  
N.W. R y . , 293 U.S. 102, 109-111. The a s s e s s­
m e n t  is p r e s u m e d  to have b e e n  r i g h t l y  m a d e  on 
the b a s i s  o f  a c t u a l  value. Its v a l i d i t y  m u s t  
be t e s t e d  u p o n  c o n s i d e r a t i o n  of the facts 
e s t a b l i s h e d  by the e v i d e n c e  a n d  of those of 
w h i c h  j u d i c i a l  n o t i c e  m a y  be taken.

I d . , 297 U.S. at 139. B e c a u s e  the a s s e s s o r s  a d m i t t e d l y  i n­

t e n d e d  to o v e r v a l u e  the p r o p e r t y ,  the C o u r t  f o u n d  the e v a l u­

a t i o n  w a s  " g r o s s l y  e x c e s s i v e "  a nd in v i o l a t i o n  of the due 

p r o c e s s  c l a u s e  o f  the F o u r t e e n t h  A m e n d m e n t .  I d . , 297 U.S. 

a t  152.

G r e a t  N o r t h e r n  Ry. Co. a p p a r e n t l y  is o n e  of a v e r y  few 

c a s e s  in w h i c h  the S u p r e m e  C o u r t  i n v o k e d  " s u b s t a n t i v e  due 

p r o c e s s "  u n d e r  the F o u r t e e n t h  A m e n d m e n t .  See  S o u t h l a n d  M a l l  

Inc. v. G a r n e r , 455 F . 2 d  887, 890 n. 3 (6th Cir. 1972). 

S u b s e q u e n t  c a s e s  t e s t i n g  the c o n s t i t u t i o n a l i t y  of a s s e s s m e n t  

p r o c e d u r e s  r e l y  o n  the e q u a l  p r o t e c t i o n  t est of C u m b e r l a n d  

C o a l  C o . , c o n t i n u i n g  to r e q u i r e  the t a x p a y e r  to s h o w  i n t e n­

tio n a l  u n d e r v a l u a t i o n  of some b u t  n o t  all the t a x e d  p r o p e r t y  

in a s i n g l e  class. See C h a r l e s t o n  F e d e r a l  S a v i n g s  & L o a n  

A s s o c i a t i o n  v. A l d e r s o n , 324 U.S. 182 (1945); S o u t h l a n d  

M a l l , I n c . v. G a r n e r , 455 F . 2 d  887 (6th Cir. 1972) (both 

c i t i n g  a n d  a p p l y i n g  the e q u a l  p r o t e c t i o n  s t a n d a r d  of C u m b e r­

la n d  C o a l  C o . ).

In summary , the S u p r e m e  C o u r t  tests the c o n s t i t u t i o n­

al i t y  o f  p r o p e r t y  a s s e s s m e n t s  a c c o r d i n g  to the f o l l o w i n g  

f o r m u l a :



1. T h e  C o u r t  w i l l  p r e s u m e  t h a t  the a s s e s s m e n t  has 

b e e n  c o r r e c t l y  m a d e  o n  the b a s i s  o f  a c t u a l  v a l u e  (G r e a t  

N o r t h e r n  R y . C o .).

2. T h e  a g g r i e v e d  t a x p a y e r  b e a r s  the b u r d e n  of p r o v i n g  

either:

(a) t h a t  t h e r e  has b e e n  a s y s t e m a t i c  u n d e r v a l u a­

tio n  of o t h e r  p r o p e r t i e s  in the sam e c l a s s  (equal 

p r o t e c t i o n  p r o b l e m  o f  C u m b e r l a n d  C o a l  C o . ); or

(b) t h a t  his p r o p e r t y  h a s  b e e n  a s s e s s e d  at a v a l u e  

g r o s s l y  in e x c e s s  of its a c t u a l  v a l u e  (due p r o c e s s  

p r o b l e m  of G r e a t  N o r t h e r n  R y . C o .), a n d

3. T he t a x p a y e r  m u s t  p r o v e  t h a t  the p r o b l e m  in ( 2 ) (a) 

o r  ( 2 ) (b) a b o v e  is n o t  a m e r e  o v e r v a l u a t i o n  o r  e r r o r  in 

judgmen t, c a u s e d  by the c h o i c e  o f  o n e  a s s e s s m e n t  m e t h o d  o v e r  

an o t h e r ,  b u t  r a t h e r  w a s  the r e s u l t  o f  i n t e n t i o n a l  or f r a u d­

u l e n t  u n d e r v a l u a t i o n  or o v e r v a l u a t i o n  o r  the c l e a r  a d o p t i o n  

of a f u n d a m e n t a l l y  w r o n g  p r i n c i p l e .  ( C h i c a g o , B & Q  R y . C o . , 

C u m b e r l a n d  Coa l C o . , G r e a t  N o r t h e r n  R y . C o . , C h a r l e s t o n

A ' s s n . , S o u t h l a n d  M a l l , I n c . , s u p r a  a n d  c a s e s  c i t e d  t h e r e i n ) .

A d o p t i n g  this c o n s t i t u t i o n a l  s t a n dard, A l a s k a ' s  r e s e r v e s  

p r o p e r t y  t a x  c o n t a i n s  a p r e s u m p t i o n  t h a t  the s t a t u t o r y  

d i s c o u n t  r a t e  is a p p r o p r i a t e .  4 3 . 5 8 . 0 5 1 ( d ) .  T h e  t a x p a y e r s  

m a y  u p s e t  this p r e s u m p t i o n  b y  p r o ving , t h r o u g h  " clear  and 

c o n v i n c i n g  e v i d e n c e  t h a t  the u s e  of the s t a t u t o r y  d i s c o u n t  

r a t e  w o u l d  r e s u l t  in c o n s t r u c t i v e  fraud." Id.



b. S t a t e  c o u r t  r e v i e w  o f
a s s e s s m e n t s  in o t h e r  states

A t  l e a s t  t h r e e  s t a t e s  h a v e  a p p l i e d  the U.S. S u p r e m e  

C o u r t ' s  t e s t  or a v e r y  s i m i l a r  t e s t  in c a s e s  c h a l l e n g i n g  the 

a s s e s s m e n t s  o f  o i l  p r o p e r t i e s .  In P e o p l e  v. C o e n , 112 

N . E . 2 d  119 (111. 1953), a l a n d o w n e r  w i t h  a o n e - e i g h t h  

r o y a l t y  i n t e r e s t  in the u n d e r l y i n g  o i l  r e s e r v e s  p r o t e s t e d  

t h e  a s s e s s e d  v a l u a t i o n  o f  t h a t  i n t e r e s t .  T h e  a s s e s s o r  

c o n s i d e r e d  p r e s e n t  p r o d u c t i o n ,  the n a t u r e  o f  the o i l - b e a r i n g  

f o r m a t i o n ,  a n d  t h e  life e x p e c t a n c y  o f  t h e  field. He d i d  n o t  

a c t u a l l y  v i s i t  t h e  p r o p e r t y  i n  q u e s t i o n .  T h e  I l l i n o i s  

S u p r e m e  C o u r t  u p h e l d  the a s s e s s m e n t  saying,

T h e  l a w  p r e s u m e s  t h a t  in f i x i n g  the 
v a l u e  o f  p r o p e r t y  the t a x i n g  a u t h o r i t i e s  h a v e  
p r o p e r l y  d i s c h a r g e d  t h e i r  d u t i e s  a n d  t h a t  the 
t a x  is just. O n e  o b j e c t i n g  to the v a l u a t i o n  
h a s  the b u r d e n  o f  p r o v i n g ,  b y  c l e a r  a nd 
c o n v i n c i n g  e v i d e n c e ,  t h a t  an e x c e s s i v e  
v a l u a t i o n  w a s  m a d e  as the r e s u l t  o f  some 
i m p r o p e r ,  c o r r u p t  o r  i l l e g a l  m o t i v e  on the 
p a r t  o f  the a s s e s s i n g  a u t h o r i t i e s ,  or t h a t  
t h e  v a l u a t i o n  is so g r o s s l y  e x c e s s i v e  as to 
c r e a t e  a c o n s t r u c t i v e  fraud.

Id., 112 N.E. 2d at 121-22.

In R e d  B l u f f  D e v e l o p e r s  v. C o u n t y  o f  T e h a m a , 66 Cal. 

Rptr. 229 (Ct. A p p .  1968) p l a i n t i f f  p r o t e s t e d  the c o u n t y ' s  

v a l u a t i o n  o f  his r e s e r v e d  r i g h t s  to o i l  a n d  gas b e n e a t h  a 

r e s i d e n t i a l  s u b d i v i s i o n ,  c l a i m i n g  t h a t  t h e y  h a d  n o  k n o w n  

m a r k e t  v alue. It a p p e a r e d  t h a t  the c o u n t y  a s s e s s o r  h a d  s e t  

a t a x  w h i c h  r e p r e s e n t e d  his c o s t  o f  p a p e r w o r k ;  m a k i n g  the 

a s s e s s m e n t  t h a t  t h e r e  w a s  n o  k n o w n  m a r k e t  v a l u e  f o r  the
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m i n e r a l  estate. T h e  C o u r t  o f  A p p e a l s  u p h e l d  the assessor,

q u o t i n g  the t e s t  set o u t  b y  the S u p r e m e  C o u r t  o f  C a l i f o r n i a :

It is the rule a p p l i c a b l e  to a s s e s s o r s  a n d  to 
b o a r d s  h a v i n g  a s s e s s i n g  p o w e r s  t h a t  it is 
p r e s u m e d  t h a t  the a s s e s s i n g  o f f i c e r s  h a v e  
p r o p e r l y  p e r f o r m e d  the d u t i e s  e n t r u s t e d  to 
t h e m  and, c o n s e q u e n t l y ,  t h a t  t h e  a s s e s s m e n t s  
are b o t h  r e g u l a r l y  a n d  c o r r e c t l y  made. (Utah 
C o n s t r u c t i o n  Co. v. R i c h a r d s o n , s u p r a , 187 
Cal. at p . 65471

Thus, b e f o r e  t a x e s  c a n  b e  s e t  a s i d e  
w h e r e  t h e y  a re c l a i m e d  to b e  e x c e s s i v e ,  t h e r e  
m u s t  be e v i d e n c e  to s h o w  t h a t  t h e  a s s e s s m e n t s  
w e r e  f r a u d u l e n t l y  o r  m i s t a k e n l y  m a d e ,  o r  t h a t  
an i m p r o p e r  m e t h o d  of v a l u a t i o n  w a s  pursued. 
(Utah C o n s t r u c t i o n  Co. v. R i c h a r d s o n , s u p r a , 
187 Cal. a t  p . 655? M i l l e r  & L u x  v. R i c h a r d s o n ,  
182 Cal. 115, 123.)

I d . , 66 Cal. Rptr. a t  233.

F i n a l l y ,  in M o b i l  P i p e l i n e  v. R o h m i l l e r , 522 P . 2d 923 

(Kan. 1974) , p l a i n t i f f  p r o t e s t e d  the a s s e s s e d  v a l u e  of 

h i s  o i l  p i p e l i n e ,  a r g u i n g  t h a t  t h e  a s s e s s o r  n e g l e c t e d  to 

m a k e  c e r t a i n  d e d u c t i o n s  b e f o r e  c a p i t a l i z i n g  the o p e r a t i n g  

i n c o m e  o f  the pipeline . T h e  C o u r t  u p h e l d  the a s s e s s o r ' s  

f i n d i n g  s a y i n g  t h a t  it w o u l d  n o t  i n t e r f e r e  w i t h  the a s s e s s o r ' s  

r u l i n g  u n l e s s  it w e r e  s h o w n  t h a t  the a s s e s s o r  h a d  n e g l e c t e d  

t h e  i n s t r u c t i o n s  o f  the l e g i s l a t u r e  as to a s s e s s m e n t  m e t h o d s  

o r  h a d  b e e n  a r b i t r a r y  and c a p r i c i o u s ,  a m o u n t i n g  to c o n s t r u c­

tiv e  fraud.

T o  a v o i d  c o n f u s i o n  w i t h  r e g a r d  t o  t h e  j u d i c i a l  s t a n d a r d  

o f  r e v i e w  co b e  applied, it m a y  h e l p  to c o n t r a s t  t h e  p r o b­

lem s  o f  a l e g i s l a t i v e  c l a s s i f i c a t i o n  w h i c h  i n t e n t i o n a l l y
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taxes c e r t a i n  p r o p e r t i e s  a t  d i f f e r e n t  rates, w i t h  i n t e n­

t i o n a l l y  u n e q u a l  a s s e s s m e n t  p r a c t i c e s .  T h e  f o r m e r  is 

c o n s t i t u t i o n a l ,  the l a t t e r  is not. A s  e x p l a i n e d  e l s e w h e r e  

in thi s report,  a s t a t e  l e g i s l a t u r e  m a y  c l a s s i f y  t a x p a y e r s  

a c c o r d i n g  to a n y  s y s t e m  w h i c h  has "a r e a s o n a b l e  r e l a t i o n  to 

s o m e  p e r m i t t e d  e n d  of g o v e r n m e n t a l  action.  . . . "  H e i s l e r  

v. T h o m a s  C o l l i e r y  Co^, 260 U.S. 245, 255 (1922). The 

S u p r e m e  C o u r t  has u p h e l d  c l a s s i f i c a t i o n s  d i s t i n g u i s h i n g  

b e t w e e n  p r o d u c e r s  of a n t h r a c i t e  c o a l  a n d  b i t u m i n o u s  coal, 

b e t w e e n  p e r s o n a l  p r o p e r t y  o w n e d  by c o r p o r a t i o n s  a n d  i n d i v i­

duals, a n d  b e t w e e n  m i n i n g  p r o p e r t y  a n d  q u a r r i e s ,  forests, 

a n d  o t h e r  p r o p e r t i e s  (see s e c t i o n  o n  E q u a l  P r o t e c t i o n  for 

c i t a t i o n s ) . T h e r e  is no d o u b t  t h a t  A l a s k a  m a y  c o n s t i t u t i o n­

all y  c h o o s e  to i m p o s e  a p r o p e r t y  tax o n  oil r e s e r v e s  a n d  n o t  

on o t h e r  p r o p e r t i e s .  H o w ever, o n c e  the s u b j e c t  c lass is 

d e f i n e d  b y  l e g i s l a t i o n ,  the s t a t e  a s s e s s o r s  m a y  n o t  i n t e n­

ti o n a l l y  o r  f r a u d u l e n t l y  a s s e s s  s o m e  m e m b e r s  of the c l a s s  at 

a h i g h e r  p e r c e n t a g e  of t r u e  v a l u e  t h a n  others.  T h i s  is the 

t e a c h i n g  of C u m b e r l a n d  C o a l  C o . a n d  the o t h e r  c a s e s  c i t e d  in 

this section.

Thus, for examp l e ,  t h e  P e n n s y l v a n i a  l e g i s l a t u r e  c o u l d  

h a v e  c l a s s i f i e d  c o a l  r e s e r v e s  a d j a c e n t  to a r i v e r  for h i g h e r  

t a x a t i o n  t h a n  c o a l  s o m e  m i l e s  awr ', for the p u r p o s e  of en- 

coi r a g i n g  the d e v e l o p m e n t  o f  the less a c c e s s i b l e  coal, or to 

p r e v e n t  t h e  w a t e r  p o l l u t i o n  p r o b l e m s  c a u s e d  by c o a l  m i n i n g  

n e x t  to r i ver s. H o w ever, so l o n g  as the two coal d e p o s i t s  

are c a t e g o r i z e d  in the s a m e  class, the tax a s s e s s o r s  m a y  n o t

-76-



i n t e n t i o n a l l y  o r  f r a u d u l e n t l y  a s s e s s  s o m e  p r o p e r t i e s  at 100% 

of t r u e  v a l u e  w h i l e  a s s e s s i n g  o t h e r s  a t  o n l y  25% o f  tr ue 

v a l u e .

c . R e v i e w  o f  a s s e s s m e n t s
In A l a s k a

A r t i c l e  IX, § 3 of the A l a s k a  C o n s t i t u t i o n  states:

S t a n d a r d s  for a p p r a i s a l  o f  all p r o p e r t y  
a s s e s s e d  b y  the S t a t e  o r  its p o l i t i c a l  s u b­
d i v i s i o n s  s h all be p r e s c r i b e d  by lav:.

P u r s u a n t  to this r e q u i r e m e n t ,  S S H B  200 p r e s c r i b e s  t h a t  the

s u b j e c t  p r o p e r t y  sh all be a s s e s s e d  a t  its "full and true

v a l u e "  a n d  l i s t s  c e r t a i n  f a c t o r s  to b e  i n c l u d e d  a n d  o t h e r s

to be e x c l u d e d  by the a s s e s s o r  in e s t i m a t i n g  the true value.

As d i s c u s s e d  in the E q u a l  P r o t e c t i o n  s e c t i o n  o f  this 

report, A l a s k a ' s  C o n s t i t u t i o n ,  u n l i k e  c e r t a i n  o t h e r  states, 

does n o t  r e q u i r e  t h a t  all p r o p e r t y  be t a x e d  at the same 

rate. A l a s k a ' s  c h o i c e  o f  p r o p e r t y  t a x  and a s s e s s m e n t  m e t h­

ods is c o n s t r a i n e d  o n l y  b y  the F o u r t e e n t h  A m e n d m e n t  of the 

U.S. C o n s t i t u t i o n  a n d  the e q u a l  p r o t e c t i o n  c l a u s e  of A r t i c l e  

I, § 1 of the A l a s k a  C o n s t i t u t i o n .

In T w e n t i e t h  C e n t u r y  I n v e s t m e n t  Co. v. C i t y  of J u n e a u , 

359 P . 2d 783 (Alaska 1961), the S u p r e m e  C o u r t  of A l a s k a  

i n t e r p r e t e d  the F o u r t e e n t h  A m e n d m e n t  as it a p p l i e s  to tax 

laws a n d  a s s e s s m e n t  p r o c e d u r e s  in A l a s k a .  T h e  C o u r t  a d o p t e d  

the l a n g u a g e  of the U.S. S u p r e m e  C o u r t  d i s c u s s e d  e a r l i e r  in 

this s e c tion. In r e s p o n s e  to the t a x p a y e r ' s  c l a i m  that his 

t h e a t e r  b u i l d i n g  w a s  a s s e s s e d  by a d i f f e r e n t  m e t h o d  than a 

s i m i l a r  t h e a t e r  nearby, the C o u r t  said:
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T h e  e q u a l  p r o t e c t i o n  c l a u s e  [of the F o u r t e e n t h  
Am e n d m e n t ]  does n o t  p r o h i b i t  i n e q u a l i t y  in 
t a x a t i o n  w h i c h  is n o t  shown to be the r e s u l t  
of an i n t e n t i o n a l  or s y s t e m a t i c  u n d e r v a l u a­
tio n  of s o m e  b u t  n o t  all of the t a x e d  p r o p­
ert y  in a s i n g l e  class.

Id. 359 P . 2d at 785. The C o u r t  h e l d  t h a t  the t h e a t e r  o w n e r  

h a d  f a i l e d  to s h o w  t h a t  the a s s e s s o r  a d o p t e d  a d i f f e r e n t  

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

p l a i n t i f f ' s  t h e a t e r  or u n d e r v a l u i n g  his c o m p e t i t o r ' s  theater. 

The b a r e  f a c t  t h a t  the a s s e s s o r  u s e d  d i f f e r e n t  r e c o n s t r u c­

tion c o s t  rates f o r  the two t h e a t e r s  w a s  n o t  p r o o f  o f  i n t e n­

tio n a l  d i s c r i m i n a t i o n ,  b e c a u s e  p l a i n t i f f  f a i l e d  to p r o v e  

th a t  t h e r e  w a s  no " c o n c e i v a b l e  b a s i s  t h a t  w o u l d  s u s t a i n  the 

d i f f e r e n t  v a l u a t i o n s  o f  the two b u i l d i n g s . "  Id., 359 P . 2d 

at 786.

T h e  p l a i n t i f f  a l s o  a l l e g e d  t h a t  the a s s e s s e d  v a l u e  of 

a c e r t a i n  p o r t i o n  of his t h e a t e r  so g r e a t l y  e x c e e d e d  the 

full a nd tru e v a l u e  of t h a t  p o r t i o n  as to a m o u n t  to a c o n­

f i s c a t i o n  of his p r o p erty , v i o l a t i n g  the d u e  p r o c e s s  c l a u s e  

of t h e  F o u r t e e n t h  A m e n d m e n t .  To this c o n t e n t i o n  the C o u r t  

replied:

The v a l u a t i o n  a n d  a s s e s s m e n t  o f  p r o p e r t y  
for t axes d o e s  n o t  c o n t r a v e n e  the d u e  p r o c e s s  
c l a u s e  of the F o u r t e e n t h  A m e n d m e n t  u n l e s s  it 
is p l a i n l y  d e m o n s t r a t e d  t h a t  t h e r e  is involved, 
n o t  the e x e r c i s e  of the t a x i n g  power, b u t  the 
e x e r t i o n  of a d i f f e r e n t  a n d  f o r b i d d e n  power, 
such as the c o n f i s c a t i o n  of p r o p e r t y .  S u c h  a 
d e m o n s t r a t i o n  is not m a d e  s i m p l y  by s h o w i n g  
o v e r v a l u a t i o n ;  t h e r e  m u s t  be s o m e t h i n g  w h i c h ,  
in l e g a l  effect, is e q u i v a l e n t  to an i n t e n­
tion o r  f r a u d u l e n t  p u r p o s e  to p l a c e  an e x c e s­
sive v a l u a t i o n  o n  p r o p erty, a n d  thus v i o l a t e  
f u n d a m e n t a l  p r i n c i p l e s  t h a t  s a f e g u a r d  the 
t a x p a y e r 's p r o p e r t y  r i g h t s .
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I d . , 359 P . 2d a t  787 (citing G r e a t  N o r t h e r n  R y . C o . v.

W e e k s / s u p r a ) . T h e  C o u r t  h e l d  t h a t  the a s s e s s o r  w a s  j u s t i­

fie d  in n o t  c o n s i d e r i n g  the f u n c t i o n a l  o b s o l e s c e n c e  or the 

c a p i t a l i z e d  i n c o m e  of the t h e a t e r  b e c a u s e  t h e s e  p r o c e d u r e s  

w o u l d  h a v e  b e e n  b u r d e n s o m e  a n d  e x p e n s i v e , and t h a t  this w a s  

n o t  a r b i t r a r y  o r  f r a u d u l e n t  t r e a t m e n t  of the taxpay er. I d . , 

359 P . 2d a t  788.

F i n a l l y  as to the a s s e s s o r ' s  c h o i c e  of an a s s e s s m e n t

m e t h o d ,  the C o u r t  said,

T h e  C i t y  was n o t  b o u n d  by a n y  p a r t i c u l a r  
formula , rule o r  m e t h o d ,  e i t h e r  by s t a t u t e  or 
o t h e r w i s e .  Its c h o i c e  of o n e  r e c o g n i z e d  
m e t h o d  o f  v a l u a t i o n  o v e r  a n o t h e r  was s i m p l y  
the e x e r c i s e  o f  a d i s c r e t i o n  c o m m i t t e d  to it 
b y  law. W h e t h e r  or n o t  it e x e r c i s e d  a w i s e  
j u d g m e n t  is n o t  o u r  concern. T h i s  c o u r t  has 
n o t h i n g  to do w i t h  c o m p l a i n t s  of t h a t  nature.
It w i l l  n o t  s u b s t i t u t e  its j u d g m e n t  for the 
j u d g m e n t  of t h o s e  u p o n  w h o m  the l a w  c o n f e r s  
the a u t h o r i t y  and d u t y  to a s s e s s  and l e v y  
taxes. Th is c o u r t  is c o n c e r n e d  w i t h  n o t h i n g  
less t h a n  fraud or the c l e a r  a d o p t i o n  of a 
f u n d a m e n t a l l y  w r o n g  p r i n c i p l e  of v a l u a t i o n .
N e i t h e r  h a s  b e e n  s h o w n  here.

I d . , 359 P . 2d 788 (citing G r e a t  N o r t h e r n  R y . Co. a n d  C h i c a g o ,

B & Q  R y . C o . , s u p r a ) .

In summary , the A l a s k a  S u p r e m e  C o u r t  has f o l l o w e d  the 

U.S. S u p r e m e  C o u r t  c l o s e l y  in t e s t i n g  the c o n s t i t u t i o n a l i t y  

of  p r o p e r t y  t ax a s s e s s m e n t s .  C o n s i s t e n t  w i t h  the A l a s k a  

C o u r t ' s  d e c i s i o n  in T w e n t i e t h  C e n t u r y  I n v e s t m e n t  Co. (re­

p e a t e d  and a p p l i e d  in H o b l i t  v. G r e a t e r  A n c h o r a g e  A r e a  B o r­

o u g h , 473 P . 2d. 630 (Alaska 1970)), the S t a t e  m a y  a d o p t  any 

m e t h o d  of p r o p e r t y  v a l u a t i o n  it c h o o s e s ,  so l o n g  as there is 

no f r a u d  o r  c l e a r  a d o p t i o n  of a f u n d a m e n t a l l y  w r o n g  p r i n c i p l e
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T h e  r e s e r v e s  p r o p e r t y  t ax s p e c i f i e s  a p r o c e d u r e  for 

e s t i m a t i n g  the full a n d  t r u e  v a l u e  o f  o i l  r e s e r v e s  in the 

S t a t e  of A l aska . The a s s e s s o r  is to c o n s i d e r  s e v e r a l  f a c­

tors, i n c l u d i n g  f u t u r e  n e t  i n c o m e  d i s c o u n t e d  at a r a t e  of 

ten p e r c e n t a g e  p o i n t s  a b o v e  the i n f l a t i o n  rate. In a c c o r d­

ance w i t h  t h e  A l a s k a  S u p r e m e  C o u r t ' s  d e c i s i o n s  in T w e n t i e t h  

C e n t u r y  I n v e s t m e n t  Co. a n d  H o b l i t , any t a x p a y e r  s e e k i n g  to 

o v e r t u r n  the a s s e s s o r ' s  f i n d i n g s  w i l l  b e a r  the b u r d e n  of 

p r o v i n g  i n t e n t i o n a l  o r  f r a u d u l e n t  d i s c r i m i n a t i o n  o n  the p a r t  

of the a s s e s s o r  in e i t h e r  o v e r v a l u i n g  the t a x p a y e r ' s  p r o p­

ert y  of s y s t e m a t i c a l l y  u n d e r v a l u i n g  the p r o p e r t y  o f  others.

o f  v a l u a t i o n .
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V. C O N C L U S I O N

A s  a r e s u l t  of o u r  a n a l y s i s  a n d  the w o r k  of o t hers, w e  

h a v e  c o n c l u d e d  t h a t  the b a c k s t o p  l e g i s l a t i o n ,  as e m b o d i e d  in 

S S H B  200, is a sound  s t r a t e g y  a n d  b e s t  a v a i l a b l e  o p t i o n  for 

p r o t e c t i n g  A l a s k a ' s  o i l  a n d  gas revenues.
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B Y  T H E  S P E C IA L  OA?
Ifi T H F  POT'S? P!"0*’!.!?^ CChPTTTTC?

CS FOP S P O K S O P  S U B S T I T U T E  FOP TTOITSE BILL FO. ?ftf> (Gas P i p e lined 

I!? T H E  L K O  TFT. ATOP F O F  T H E  STAT? O F  ALASKA 

T W E L F T H  L E G I S L A T U R E  - FTP FT S E S S I O N  

A HILL

For an Act entitled: "An Act relating to oil and ?vas taxes? and p r o v i d i n g

for an effective date."

B E  IT E N A C T E D  B Y  T H E  L E G I S L A T O R S  OF TliF STATS OF ALASKA:

* S e c t i o n  1. AS A 3 . f O . O H f c )  is ame nded to read:

(a ) There is innosee for each taxable pe ar u p o n  the e n t i r e  t a x­

able income of every c o rnoration  derived iron, source:; w it hin the state 

n. tax c o n s i s t i n g  of n n o m a l  tax equal to S.A n e rccnt o f t a r a M e  in­

cone, and a surtax w h i c h  is equal to 6,0 p e rc ent of taxable i n c o n e , c'f- 

ccnt that the tax on a c o r p o r a t i o n  Koine business in the state v h l c h  

derives income from fENGAGED ITT 1 the p r o d u c t i o n  or p i p eline t r a n s p o r t a­

tion of crude, oil or natural *>ns in the state shall be determi ned and 

paid in a c c o r d a n c e  with AS A3.?]. Income from s h a ring in a rcplorte.l 

N ativ e c o r p o r a t i o n ' s  revenue that is required to be divide d under

f ' r i j E t i n a . l  s p o n s o r :  K u l e s / G o v e r n o r
O f f e r e d :  6 / 3 / 8 1
P r e f e r r e d :  F i n a n c e

sec. 7(1) and sec. 7(1) of the AJas ba N a t i v e  Claisis S ettle ment Act

(P.L. 0?-203) is taxable» income of the r e c i pient under this cheater.

e x t e n t  that a r e c i pient who is subloct to AS 63.21 shall, treat the

incone as taxable under AS A3.21.^40. for tax years b e q i n n i n p  after 

D e c e m b e r  31, 1079, the surtax e x e m p t i o n  in Ssn.non. rv>r c o n t r o l l e d  

c o r p o r a t i o n s  described in sees. 1563 - 156? o f  the Internal Hc-venue 

Code o n l y  one surtax exemption m a y  be allowed for the c o n t r o l l e d  rrroup.

* Fee. 7, AS A 3 . 2 1 . f n n is amended to read:

Fee. 6 1 . 3 1 . DID. APPLICATION, This c h apt er applies to e v e r v  c o r­

por a t i o n  doins: busines s in the state w h i c h  derives income fron the p r o­

duction of oil or taa from a lease or o r o p e r t y  in the state f,l or from

-1- C S S S H B  2 0 0 (OP)A A * ( /°« ki
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the p i p e l i n e  trar sport at: ion of oil o r  gns in the state. Tho tax c a l c u­

lated u n d e r  this c h apter is m e a s u r e d  b y  Che total t a x a b l e  i nc ore o f  the 

c o r p o r a t i o n  during tho tax p eriod an determ i n e d  u n d e r  [PfFTPyp TP]

AS 4 3 . 2 1 . * 2 0  - 4 3 . 2 1 . 0 4 0  and is c a l c u l a t e d  forTPPPIPSO] at the rates 

e s t a b l i s h e d  u n d e r  AS i , 2 9 . 0 1 1 (e).

* Sec. ?. AS 43.21.0 20(c) is amended to read;

(c) Vat income from oil a n d  S>as p r o d u c t i o n  shall be d e t e r m i n e d  b y  

the depart m e n t  by d e d u c t i n g  from gross incore the followings

(1) r o y a l ties p a i d  in k i n d  or 1r*. value;

{?.) taxes imposed u nder AS 42.55 and AS 43.57 w h i c h  are a c­

tua l l y  paid cr incurred h y  the c o r p o r a t i o n  on tho production, fror* a 

lease or p r o p e r t y  in the state;

(3) tcxes imposed under AS 43.54 and AS 20.53 w h i c h  are a c­

tually paid or Incurred by t^e c o r p o r a t i o n  on p r o p e r t y  used directly in 

the p r o d u c t i o n  of oil or pas fror a lease or p r o p e r t y  in the state, i n­

cluding p r o p e r t y  u s e d  in production, rathcrin^, treatment, or p r e p a r a­

tion of the oil or <*as for p i p e l i n e  t r a n s p ortation, hut o n l y  if those 

pr o p e r t y  tax p a y me nts w e r e  due and o a v a h l e  only after the dat.<? of c o m­

me r c i a l  p r o d u c t i o n  fror the lease or n r o p e r t y  with w h i c h  the p r o p e r t y  

was a s sociated;

(4) the direct costs incurred b y  or for the c o r p o r a t i o n  in 

o p e r a t i n g  tho lease or property, i n c l u d i n g  the direct cost3 of p r o d u c­

ing, gather i n g ,  t r e a t i n g ^  o r  p r e p a r i n g  the oil or pas for p i o e l i n e  

transpor tation, hut not of a n y  p a y m e n t s  r e c e i v e d  for those a c t i v i t i e s  

and not i n c l u d i n g  any indirect cost or o v e r h e a d  expense;

(5) d e p r e c i a t i o n  (using the u n i t  of produc t i o n  m e t h o d  or 

such o t h e r  r e a s o n a b l e  m e t h o d s  as the d e p a r t m e n t  m a y  by r e g u l a t i o n  e s­

tablish) o n  p r o p e r t y  u s e d  d i r e c t l y  in the p rodu ction* gather ing, trost- 

m e n t ^  or p r e p a r a t i o n  of the oil o r  gas for n i p e j i n e  t r a n s p o r t a t i o n  in-

-2- CSSSHP 200 (C-P)
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el uding a m o r t i s a t i o n  of c a p i t a l i z e d  i n t e rest for i n v e s t m e n t s  in Chip 

p r o p e r t y  at a rate not: to e x c e e d  the a v e r a g e  cost b o r r o w e d  caoital 

to the taxpayer during the year in w h i c h  it is capital ized!

((!) the a m o r t i z a t i o n  of lease a c q u i s i t i o n  p a y m e n t s  and taros

pa i d  or incurr ed u n d e r  AS A3.56 and AH 7 9 .53 (including c a p i t a l i z e d  in­

terest on both) for or on p r o d u c i n g  p r o p e r t i e s  b e f o r e  the comme n c e m e n t  

of c ommercial p r o d u c t i o n  from the lease or p r o p e r t y  for which the p r o p­

er t y  is bein g usedj

(7) interest e x p e n s e  of the c o r p o r a t i o n ^  not c a p i t a l i z e d  

du r i n g  c o n struct ion, that was on Id or i n c u r r e d  in c o n n e c t i o n  with  p r o p­

erty  in Alaskat however, unless <f) o f  this section applies, the i n t e r­

est expense r-av (TO T *H EXTF?IT T H A T  IT DOEB] n o e e x c e e d  that p o rtion of 

the total i n t er est paid h v  the c o n s o l i d a t e d  b u s iness of whi ch the c o r­

pora t i o n  is a part, d e t e r m i n e d  b y  m i l t i p l y i n g  the total interest [(PK~ 

DIJCFD TV I H T E R C O M P A H Y  T R A N S A C T I O N S  t?JT*IN T H E  C O N S O L I D A T E D  F IJFTPSSS) ] 

by a fraction, the n u m e r a t o r  of v h t c n  is the v a l u e  o f  the c o r e o r a­

tion's real and ta ngible personal p r o p e r t y  u s e d  d i r e c t l y  in the p r o d u c­

tion of oil or gas from a lease or p r o p e r t y  in the state and the d e n o m­

inator  o f  w hi ch is the value o f  all real and tangible o o r s o m l  p r o p e r t y

of the c o n s o l i d a t e d  business! in this subsection, "total int erest paid 

b y  the c o n s o l i d a t e d  business"  does n o t  i n c lu de interest e x p e n s e  arising 

from i n t e r c o m p a n y  o b liga tions w i t h i n  the c o n s o l i d a t e d  b u s iness oreent 

to the extent, that the interest e x pens e r e f l e c t s  a p a s s - t h r o u g h  of i n - 

to.rest o n  a t hird - p a r t y  b o r r o w i n g  b y  the parent or ot her n e n h e r  of the 

c o n s o l i d a t e d  b u s iness w i t h  tho purpose, e x p r e s s e d  at the tine of the 

t h i r d - p a r t y  borrovnLng, of f i n a n c i n g  Alesha b u s i n e s s  a c t i v i t y  o f  the 

t a x p a y e r  corporation;

(3) expenses incur r e d  b y  the c o r p o r a t i o n  after D e c e m b e r  31, 

1977X  o f  u n s u c c e s s f u l  e x p l o r a t i o n  o f  oil or can in the s tate including

-3- C SSSHB ?00(G?)
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che a c c m i s i t i o n  costs of a b a n d o n e d  p roperties,  dry hole c o s t a t and the 

costs of e e o lcyic and geophysical e x p l o r a t i o n  r e l a t e d  to those a b a n­

doned p r o pertiesj

(9) general o v e r h e a d  or a d m i n i s t r a t i v e  e x pense inciirrcd b y  

the c o r p o r a t i o n  a t t r i b u t a b l e  to d e r i v i n g  income fror: the p r o d u c t i o n  o f  

oil or gas frort a lease or p r o p e r t y  in the state to the e x t e n t , except 

aa p r o vided jn (f) pf this section, that it does not e x ceed [THE L F S S F R  

OF:

(A)] that p o r t i o n  of the total general o v e r h e a d  or ad­

mi n i s t r a t i v e  e x pense i n c u r r e d  b y  the c o n s o l i d a t e d  b u s i n e a H  of 

w h i c h  the c o r p o r a t i o n  is a parr, d e t e r m i n e d  b y  m u l t i p l y i n g  the 

total general o v e r h e a d  or a d m i n i s t r a t i v e  expen se b y  a fraction, 

the n u m e r a t o r  of w h i c h  is the v a l u e  of the c orpor a t i o n * s  real and 

tangibl e personal p r o p e r t y  u s e d  d i r e c t l y  in the produc t i o n  o f  oil 

or pas from a loss fit or p r o p e r t y  in the state and the d e n o m i n a t o r  

of w h i c h  is the value o f  all real and tangibl e p e r s o n a l  p r o p e r t y  

of the c o n s o l i d a t e d  b u s i n e s s ^

(10? the amount of income fro** the produ c t i o n  of oil and ran 

from a lease or p r o p e r t y  that is d i v i d e d  anon? the rctrional U a t i v e  

c o r p o r a t i o n s  u n d e r  sec, 7(1) o f  the A laska Tati vc Claims Settlement  

Act (P.T.. 02-203):

(11) the amount by V7hich the total tax oeid or incurred hy 

the t a x p a y e r  u n d e r  AS 63.5? for leases or p r o p e r t i e s  in the state e x­

ceeds t h e  amount, of credit a l l owed tc the t a x p a y e r  u n d e r  AS 63.53.041:

(12) the tax imposed h y  sec. £936 of the. Internal P.ovenne 

C o d e  that is paid or incurred b y  the t a x p a y e r  for oil p r o d u c t i o n  from 

leases or p r o p e r t i e s  in the state T , OF

(ft) T H E  S U M  OF $0.1?. FOR E A C H  BARRE L OF 017. A M D  $0.02 

FOR SACO T H O U S A N D  C U B I C  F E E T  OF CAS P R O D U C E D  F R O K  A L E A S E  OP PPCP-
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EP.TY IE? T H E  S T A T E ] .

* Sec. A. AS A 3 . 2 1 . 020 if? amended h y  adding a n e w  s u b s e c t i o n  to read:

(f) If a c o r p o r a t i o n  dorous traces to the satis f a c tio n o f  the d e­

par t m e n t  that it paid or in curred actual e x p e n s e s  for interest or por 

general  o v e r h e a d  or a d m i n i s t r a t i o n  a t t r i b u t a b l e  to d e r i v i n g  income from 

the p r o d u c t i o n  of oiif or pas from a lease or p r o p e r t y  in the stato in 

an a m ount g r e a t e r  t h a n  thn a mou nt d e t e r m i n e d  u n d e r  (c)(7) or (c)(9) of 

this section, the department ?*ay a l l o v  the. c o r p o r a t i o n  to deduct tho. 

g r e a t e r  amount.

* See. 5. AS A 3 . 2 1 . 940(b) is r e p e a l e d  and r e e n a c t e d  to r e a d :

(b) The total taxable income o f  tho c o n s o l i d a t e d  busine ss in its 

e n t i r e  income less 'chc p o r t i o n  of that en tire Income a t t r i b u t a b l e  tc 

w o r l d w i d e  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  o f  oil and as. Tn 

this ccction,

(1 ) for i\ m e mber of: a c o n s o l i d a t e d  b u s i ness w h o  is r e q u i r e d  

to file under the Internal R e v e n u e  Code, " e n t i r e  i n c o m e” me a n s  taxable 

incone u n d e r  S u b t i t l e  F and c h a p t e r  1 o f  S u b t itle A  o f  the Internal  

R e ven ue Code o f  1554. as Amended, except that t h o s e  p r o v i s i o n s  a d opted  

after D e c e m b e r  91 f 1 9 7 5  ̂ which, c ha nge or m o d i f y  e x e m p t i o n s  from tax are 

not a d o p t e d  b y  r e f e r e n c e  as a part: o f  this s e ction u n til the second 

J a n u a r y  1 f o l l osing the effec t i v e  date of the federal lav*

(2 ) for a m e m b e r  o r a c o n s o l i d a t e d  b u s i n e s s  w h o  la not 

r e q u i r e d  to file u n d e r  the Internal. R e v e n u e  Code, "entire i n c o m e” means  

b o o k  income, e x c e p t  that a t a x p a y e r  n a y  elect  to r epo rt his i ncome as

the incone w o u l d  be d e t e r m i n e d  u n d e r  (1 ) o f  this subsection.

* Sec. 6 . AS A 3 .22.050 is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to read:

(d) If the m e t h o d s  of a l l o c a t i o n  a n d  a p p o r t i o n m e n t  p r o v i d e d  in 

this c h apter do not fairly r e p r e s e n t  the e x t e n t  of a c o r p o r a t i o n’s 

b u s i n e s s  a c t i v i t y  in the state, the c o r p o r a t i o n  m a y  p e t i t i o n  for o r  the

-5- CSSST1B 290 (GP)
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d e p a r t m e n t  m a y  require, in r e spect to all or any oart of the c o r p o r a­

t i o n’s b u s i n e s s  activity, if reasonable, the e m p l o y m e n t  of a n y  m e t h o d  

a u t h o r i z e d  u n d e r  art, TV, 3ec. l n-, o f  the m u l t i e t a t e  tax compact 

(AS A 3 , 1 9 . 0 1 0 )  to e f f e c t u a t e  an e q u i t a b l e  a l l o c a t i o n  and a p p o rtionmen t 

o f  the c o r p o r a t i o n’s i n c o m e . T h e  c o m m i s s i o n e r  shall include in his 

annual report r e q u i r e d  in AS 4 3 . 2 1 , 1 1 0  a report on all r e l i e f  granted 

u n d e r  this subsection, including for each ease a statement of the 

ch anges in tax l i a b ility r e s u l t i n g  from the g r a n t i n g  of relief, the tax 

years involved, and a d e s c r i p t i o n  of t*'c m e t h o d  of d e t e r m i n i n g  taxable 

income t h a t  vas s u b s t i t u t e d  for these p r o v i d e d  in this chapter,

*  flee. 7, AS A 3 . 2 1 , 0 7 0  is a m ended to read:

Sec. 43.21.070,  P A T M F W ?  O F  TAX. The tar. levied under this c h a p­

ter in p a y a b l e  to the depart m e n t  on or b e f o r e  S e p t e m b e r  30 of each year 

or in i n s t a l l m e n t s  t including prepay m e n t s  o f  e s t i m a t e d  tax, at tho 

times and u n d e r  tho c o n d i t i o n s  tbo d epar tment m a y  b y  r e g u l a t i o n  r e­

quire. T h i s  tax is p a y a b l e  on the due date set: out in this section 

e v e n  t hou gh the ass ess m e n t  is u n d e r  appeal or the validity, e n f o r c e­

ab i l i t y  or a p p l i c a t i o n  o f  this chapter or a n y  p r o v i s i o n  o f  this chapter 

is c h a l l e n g e d  b e f o r e  the depart m e n t  or in the courts.

* Sec. •?. AS 4 3 . 5 8  is amended, b y  adding n e w  sections to read:

Sec. 43.53.911. r p : DISCS A E 0  PURPOSES. (e) The legislature 

finds that

(1) since Statehoo d the level of p u b l i c  serv ices and public 

faciliti es p r o v i d e d  b y  the state g o v e r n m e n t  to its c i t izens  has been 

n u e h  b e l o w  the level p r o v i d e d  by o t h e r  states to the ir citizens, and 

this i n a d e q u a c y  has b e e n  the r e s u l t  o f  i n s u f f i c i e n t  state revenues;

(?) there exists in A l a s k a  today a level of public services 

and p u b l i c  facilitie s far b e l o w  that w h i c h  A laskans arc r e a s o n a b l y  

e n t i t l e d  to expect, and these u n m e t  need s include inade quate public

-A- C SSSH8 2 0 0 (CP)
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t r a n s p o r t a t i o n  fac il i t i e s ,  inadeq u a t e  public, h e a l t h  care facil ities and 

programs, i n a d e q u a t e  c o m m u n i c a t i o n s  facilities, i n a d e q u a t e  public 

e d u c a t i o n  facilities, i n a d e q u a t e  levels o f  police p r o t e c t i o n ,  o v e r­

burdened. j u s t i c e  facilities, and inade q u a t e  e n ergy facili ties, end an 

e c o n o m y  o v e r l y  d e p e n d e n t  on n o n r e n e w a b l c  r e s o u r c e  d e v elopment;

(.1) vith the i n c r e a s e d  r e v enues that h a v e  r e s u l t e d  from 

in c r e a s e d  d e v e l o p m e n t  o f  oil r e s o u r c e s  in Alaska, this legislature, 

a c t i n g  on b e h a l f  o f  all the p e o p l e  o f  Alaska, has e m b a r k e d  upon a leg­

islative p r o g r a m  i n t e n d e d  to b e g i n  f u l f i l l i n g  acne o f  the u nmet  p u blic 

needs d e s c r i b e d  in (2) of this subsection, and it will take m a n y  years 

of e x p e n d i t u r e s  at current or i n c r e a s e d  levels to r?ect these needs;

(A) a part of this p r o g r a m  includes p r e p a r i n g  for the time 

w h e n  the r e v e n u e s  d e r i v e d  from A l a s k a ' s  n o n r e n e w a b l e  r e s o u r c e s  b e g i n  to 

d e c l i n e  and this p r e p a r a t i o n  includes funding  of the A l a s k a  p e r m a n e n t  

fuocl, encouraging, d e v e l o p m e n t  of r e n e w a b l e  resources, and e n c o u r a g i n g  

ec o n o m i c  d i v e r s i f i c a t i o n  efforts;

(5) there is p r e s e n t l y  pend ing in the c o urts  litigation 

b r o u g h t  b y  certain taxpa y e r s  c h a l l e n g i n g  the c o n s t i t u t i o n a l i t y  o f  the 

Oil and Cas C o r p o r a t e  Incone ^ar. (AS 43.21), and if the t a x p a y e r s  in 

that litigation arc successful, the future reven u e s  a v a i l a b l e  Co meet 

the. i m p o rtan t p u b l i c  needs d e s c r i b e d  in (?) of this s u b s e c t i o n  will be 

s i g n i f i c a n t l y  d i m i n i s h e d ;

(6) It is in tho p u b l i c  i n t e rest to p r o v i d e  an a l t e r n a t i v e  

r e a n s  of g e n e r a t i n g  r e v e n u e s  suffi cient to meet the state' s n r e s e n t  and 

future needs if the c o n s t i t u t i o n a l  c h a l l e n g e  to A S  A3.21 is successful;

(?) i m p osing  additi o n a l  or altern a t i v e  state taxes upon  

small b u s i n e s s e s  and n e w l y  d e v e l o p i n g  industries in A l a s k a  w o u l d  h a v e  a 

s i g n i f i c a n t l y  adver se impact upon those h u n t r e s s e s  and w o u l d  he c o u n­

ter p r o d u c t i v e  to e f f o r t s  to o n c o u r a g e  econo mic d i v e r s i f i c a t i o n ;
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( ? )  t h o  l e v e l  o f  t a x a t i o n  c u r r e n t l y  impose?? b v  th o  s t a t e  on 

t h e  o i l  i n d u s t r y  d o e s  n o t  im p o s e  an undue b u rd en  on t h a t  i n d u s t r y  end  

ha s  n o t  d i s c o u r a g e d  e x p l o r a t i o n  and d e v e l o o m e n t  o f  o i l  r e s o u r c e s  i n  

A l e s h a ;

(9) d e v e l o p m e n t  of  n a t u r a l  p as  r e s o u r c e s  i n  A l a s k a  h a 3  

l a s t e d  b e h i n d  o i l  d e v e l o p m e n t  i n  t h e  s t a t e  and a d d i t i o n a l  o r  n i t e r n a ­

t i v e  t a x e s  on  t h e  n a t u r a l  g a s  i n d u s t r y  may d i s c o u r a y e  f u t u r e  n a t u r a l  

g a s  d e v e l o p m e n t »

( 1 0 )  t h e  i m p o s i t i o n  o f  a p r o p e r t y  tor. on o i l  r e s e r v e s  w i t h  a 

c r e d i t  f o r  in co m e  t a x e s  p a i d  w i l l  b e s t  p r o v i d e  s u f f i c i e n t  a l t e r n a t i v e  

r e v e n u e s  w i t h o u t  d i s c o u r a g i n g :  e c o n o m ic  d i v e r s i f i c a t i o n  and w i t h o u t  

d i s c o u r a g i n g  p r e s e n t  o r  f t j t u r c  e x p l o r a t i o n  and d e v e l o p m e n t  o f  o i l  

r e s o u r c e s  ;

( 1 1 )  i t  a p p e a r s  t h a t  t h e  C o n g r e s s  o f  t h e  U n i t e d  S t a t e s  has  

a f f i r m a t i v e l y  g r a n t e d  t h e  a u t h o r i t y  t o  t a x  d e v e l o p e d  and l e a s e d  n r o p e r t y  

r e c e i v e d  u n d e r  t h e  A l a s k a  N a t i v e  C la im c  S e t t l e m e n t  A c t  o n l y  t o  l o c a l  

g o v e r n m e n t s ,  f o r  a 7 0 - y e a r  p e r i o d ,  end t h a t  a s ta te  t a x  or d e v e l o p e d  o r  

l e a s e d  p r o p e r t y  r e c e i v e d  u n d e r  t h e  A l a s k a  N a t i v e  C la im s  S e t t l e m e n t  A c t  

w o u ld  b e  in  c o n f l i c t  w i t h  t h e  i n t e n t  and p u r p o s e  o f  t h a t  A c t .

( h )  The  p u r p o s e s  o f  t h i s  A c t  a r e  t o

( 1 )  e n a c t  a t a x  w h i c h  w i l l  g e n e r a t e  s u f f i c i e n t  r e v e n u e s  t o  

( A )  m ee t  a n y  ju d g m e n t  t h a t  m i g h t  b e  r e n d e r e d  a g a i n s t  

t h e  s t a t e  i n  t h e  l i t i g a t i o n  c o n c e r n i n g  t h e  O i l  and Oaa C o r p o r a t e  

In com e  T a x ;  and

( P )  p r o v i d e  r e v e n u e  c o m p a r a b l e  t o  t h e  p r e s e n t  and 

p r o j e c t e d  f u t u r e  r e v e n u e s  d e r i v e d  f r o m  AS A 3 .  ? 1 i f  t h e  O i l  and  Oas 

C o r p o r a t e  I n c o n e  T a x  i s  f o u n d  t o  be  u n c o n s t i t u t i o n a l ;

( ? )  a v o i d  im p o s i n g  c u m u l a t i v e  t a x  l i a b i l i t y  on t a x p a y e r s  

s u b j e c t  t o  t h e  O i l  and Cas C o r p o r a t e  Incom e  T a x  (A S  A 3 . 7 1 )  b y  g r a n t i n g

C S S S H B  700(0?)
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a credit of taxes paid u n d e r  AS 43.2.1 for those persons s u b j e c t  to the 

oil reserves p r o p e r t y  tax?

(3) avoid d i s c o u r a g i n g  future e x p l o r a t i o n  and d e v e l o p m e n t  of 

oil res ources b y  imposin? the tax o n l y  on p r o p e r t y  h a v i n g  coimerci al 

p r odu ction?

(A) avoid d i s c o u r a g i n g  the d e v e l o p m e n t  of economic d i v e r­

sification and the d e v e l o p m e n t  of n a t u r a l  gas p r o d u c t i o n  in the s t a t e ?

C*5> avoid c r e ating a c o n f l i c t  w i t h  federal law h y  e x e m p t i n g  

from this tax p r o p e r t y  r e c e i v e d  un der the A l a s k a  M otive C l a i m s  S e t­

tlement Act,

Sec. ftl.5B.021. AD V A L O R E M  TAlt. (a) B e g i n n i n g  J u l y  I, 1.0B1, an 

annual tax is levied each tax year on the full and true v alue of t a x­

able p r o p e r t y  u n d e r  this chapter.

( M  T h e  r a t e  of levy is 25 m i l l s ,  u n l e s s  2 d i f f erent rate io e n­

acted for a tax year no later than the last day o f  F e b r u a r y  in that tax 

year.

fee. A3.58.031. FYEMPTIONS. (a) The following p r o p e r t y  that

w o u l d  o t h e r w i s e  he taxable p r o p e r t y  is e x emp t frorz t a x a t i o n  under this 

chaptert

(1) p r o p e r t y  of the B o l t e d  S tates or the state?

(2) p r o p e r t y  e x e m p t  from state t a x a t i o n  u n d e r  the lavs of 

the U n i t e d  S tates i n c l u d i n g  the e x e m p t i o n  o f  property, w h e t h e r  or not 

d e v e l o p e d  or leased to t h i r d - p a r t i e s ,  u n d e r  ncc. 21(d) of the Alaska

Hative Claims Set tl e m e n t  Act (F.L. 92-203, 85 Sfcafc. 688, 43 U.S.C.

1601, et. s e q . )?

(3) that p o r t i o n  of the full and true value of t a x a b l e  p r o p­

ert y  a t t r i b u t a b l e  to gas reserv es.

(b) N o t w i t h s t a n d i n g  the e x e m p t i o n s  from t a x a t i o n  a u t h o r i z e d  b v

(a) of this section, a leasehold o r  s i m i l a r  interest h e l d  b y  2 third
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pa r t y  in p r o p e r t y  described in (a)(1) or (a)(?) of this s e c t i o n  is 

t a xable u n d e r  thin chapter to the e x tent of the interest.

Pec. A3.58.041,. CREDITS. (a) The a nount o f  tax u n d e r  A S  A3.21 

p a i d  during a tax year u n d e r  this chapter by a taxpayer or the t a x­

p a y e r’s c o n s o l i d a t e d  b u s i n e s s  for t a r  p e riods t m d e r  AS A3.21 beyitmlns. 

a fter D e c e m b e r  31, 19S0, in al loved a u  a credit apaiyist the tax. levied 

un d e r  thin charter In the tax y e a r  for the t a x p a y e r’s taxable prop erty. 

The credit m a y  not exceed the total a mount of tax due for tho tax y e a r  

u n d e r  this c h apter for all of the t a x p a y e r’s taxable p r operties.

(b) In addi tion to the credit a l l o w e d  under (a) o f  this section, 

the arour.t of tax paid u n d e r  AS A3.21 b y  a t a x payer or the t a x p a y e r’s 

c o n s o l i d a t e d  busi ness b e f o r e  J u l y  1, 1981, is al loved as a c redit 

a& a i n s t  the tax levied u n d e r  this c h a p t e r  for the t a x p a y e r’s taxable 

p r o p e r t i e s .

(c) In a p p l y i n g  the c r e d i t s  u n d e r  (a) and (b) of this section, 

Che credit allowed under (a) of thin s e c tion shall be a p p lied b e f o r e  

ap p l y i n g  any credit u n d e r  (h) o f  this section. Credit u n d e r  (b) of 

this section shall be a p p l i e d  only to the e xtent that the c o m b i n e d  

am o u n t  of applied credit u n d e r  (a) and (b) of this section docs not e x­

ceed t h r e e-quarters  of the total amount o f  tax levied u n d e r  thin c h a n­

ter for ell of the t a x p a y e r’s taxable p r o p e r t i e s .  T.? the amount of the 

credit u n d e r  (b) of this section e x c e e d s  the an»ount th ar m a y  bo a p plie d 

for a tax year a g a i n s t  the t a x  levied under this chapter, the excess 

c redit u n d e r  (b) o f  this s e c t i o n  m a y  b e  c a r r i e d  forward and a p p l i e d  in 

s u b s e q u e n t  tax vears until it has b e e n  exhaust ed.

(d) Tor purposes of d e t e r m i n i n g  and a p p lying  credits u n d e r  this 

section, tax oaid by a t a x p a y e r  u n d e r  AS A 3.20 shall be treated the same 

as if it h a d  b e e n  p a i d  under AS 4?-.2.1, b ut o n l y  if the t a x p a y e r  w o u l d  

h a v e  b e e n  subject to AS A3.21 h a d  the t a x p a y e r  b e e n  a c o r poration .
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Sec. 43.58.051.  P f D E T E S K I H A T I O S  Of LIABI L I T Y .  If the Income tax 

l i a b i l i t y  of a t a x pa yer or the t a x p a y e r ' s  c o n s o l i d a t e d  brassiness u n d e r  

AS  4 3 . 7 0  or AS 43.21 for a tax p e riod is redete r a i n e d  and a d j u s t e d  

a f t e r  the credit for that tax p e r i o d  has been applied u n d e r  AS 4 3 . 5 3 . -  

041, or if the income t£U l i a b i l i t y  o f  tha taxpa yer nr the t a x p a y e r’s 

c o n s o l i d a t e d  business it? r e d e t e r m i n e d  tinder AS 43.20 and a d j u s t e d  a f t e r  

the credit for that tax p e r i o d  Lae ^ecn. a p p l i e d  u n d e r  AS 4 3 . 5 s .041, 

then the t a x p a y e r’s tar l i a b i l i t y  tinder this chapter for tho tax year 

in. w h i c h  the credit was a p p l i e d  shall h e  redetermined, t ak ing into 

account the a d j u s t m e n t  to the tnxn a v o r ' o  income tax liability,

Sec. 43.5fi.061. A SSSSSKEHT. (a) T h e  department: shall a ssess 

taxable  p r o p e r t y  u n d e r  this c h apter t;o the owner  o f  it at its full and 

true, v a l u e  ac of July 1 of each tax year.

(h) T h e  full and true v a l u e  o f  t a x a b l e  p r o pe rty under this c h a p­

ter is the e s t i m a t e d  pr ice which. the p r o n e r t v  w o u l d  brine, for its P r o v­

en r e s e r v e s  in an open m a rket  and u n d e r  the then prevailin'? ‘mar k e t  c o n­

diti o n s  in a sale between a w i l l i n g  n c l L e r  and n w i l l i n g  b u y e r  both 

c o n v e r s a n t  with the p r o perty and with p r e v a i l i n g  values. In d e t e r m i n­

ing this value, the d e p a r t m e n t  shall c o n s i d e r  all factors which m a y  he 

k n o w n  h y  the depart m e n t  to a f fect the v a l u e  o f  taxable  property, i n­

cl u d i n g  bu t n o t  limited to the d i s c o u n t e d  p r e s e n t  value of the e x p e c t e d  

f uture set i n come from the p r o v e n  r e s e r v e s  o f  the taxable prope rty.

(c) In assessing, taxable p r o p e r t y  u n d e r  this chapter, the d e p a r t­

me n t  n a y  not. include the a s s e s s e d  va lue of p r o p e r t y  subject to tax u n­

der AS 43.56.

(d) In d i s c o u n t i n g  the e x p e c t e d  future net income from the t a x­

able p r o p e r t y  to its nresent v a l u e  u n d e r  (b) o f  this section, the d e­

par t m e n t  shall p r e s u m e  that the a p p r o p r i a t e  discount rate in 11.6 p e r­

cen t a g e  points ahove the ra te o f  i n f l a t i o n  implic it in the H I P  deflato r
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o v e r  tho five c a l endar years i m m e d i a t e l y  p r e c e d i n g  the a s s e s s m e n t  date. 

A t a r paper r»ay rebut this p r e s u m p t i o n  o n l y  b y  p r o v i n g  to the d e p a r t m e n t  

b y  clear and c o n v i n c i n g  e v i d e n c e  that the use. c f  the p r e s u m e d  d i s c o u n t  

rate in the v a H ’ction of the oroperfcy would. result in c o n s t r u c t i v e  

fraud. In this subsection, HGfIP deflator'* m e a n s  the '-’efl n t o r  fo r  the 

cross n a t i o n a l  product p u b l i s h e d  b y  the U n i t e d  States D e p a r t m e n t  of

a n n u a l l y  the a s s e s s m e n t  roll for t a x a t i o n  u n d e r  this chapter. T h e  roll 

shall contain:

(1) a d e s c r i p t i o n  c f  all t a x a b l e  property;

(?) the a s s e s s e d  \'alue of all taxable property; arm’

each tax year, the d epartment shall send to e v e r y  o w n e r  of taxab le 

p r o p e r t y  named in the a s s e s s m e n t  roll a n o t i c e  of a s s e s s m e n t  s h o w i n g

the d e p a r t m e n t  in m a k i n g  an a s s e s s m e n t  may appeal that action and o b­

tain a formal h e a r i n g  upon its v a l i d i t y  b e f o r e  tho d epartme nt b y  f iling  

w r i t t e n  o bjec tions to the a s s e s s m e n t  not later than 20 days a f t e r  the 

e f f e c t i v e  date of the a s s e s s m e n t  notice.

(b) The proced u r e s  for c o n d u c t  of the formal h e a r i n g  shall he in 

a c c o r d a n c e  with AS A 3 ,’05.240, At the h e a r i n g  the a p p e l l a n t  ^ e a r e  the 

b u r d e n  o f  proof. In the a b s e n c e  o f  thin p r o o f  the a ssess m e n t  is to be 

u p h e l d  b y  the department. If the d e partment, a f t e r  hearing, d e t e r m i n e s  

that a c o r r e c t i o n  o f  the a s s e s s m e n t  is w a r r a n t e d ,  the d e p a r t m e n t  shall

Comraorce.

(3) the names and a d d r e s s e s  of o e r sons o w n i n g  or o t h e r w i s e

h o l d i n g  an i nteract in taxable proonrtv

the a s s e s s e d  value of the proocrty. T h e  n o t i c e  o f  ffsoocsment i« e f f e c­

tive o n  the date of its mailing.

Sec. 43 .53. 0 9 1 .  APPEAL, (a) A p e r s o n  aggrie ved by the a c tion of
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c o r r e c t  tho. a s s e s s m e n t  and the. a s s e s s m e n t  roll.

(c) W i t h i n  .10 days after the d e c i s i o n  b y  the d e p a r t m e n t  fo llowing 

the hearing, a p e r s o n  a g g r ie ved b y  that d e c i s i o n  m a y  appeal to the s u­

pe r i o r  court.

fee. A3,5*1.101. CER TIF I C A T I O N .  On or Njforc F ebruary 1 o f  the 

tax y e a r , the d epartmen t ohall c e r t i f y  the final a s s e s s m e n t  roll. T he 

d e p a r t m e n t  shall nail to the owner, oper ator, or o t h e r  ncrson filing a 

r e t u r n  and p a y i n g  tax on the taxable p r o p e r t y  p. st atement of the amount

o f  tax d u e  no later than M a r c h  15 of the tax year.

Sac. A 3 . 5 5 . 1 H .  SU?PT.F^EMT4L A S S E S S M E N T  ROLLS. The depart m e n t  

shell, u s i n g  the p r o c e d u r e s  set out In this c h a p t e r  for the original 

roll, p r e p a r e  a supplem ental a s s e s s m e n t  roll to include p r o p e r t y  

o m i t t e d  f r o m  the original roll and p r o p e r t y  fror. w hich commercial 

p r o d u c t i o n  c o m m e n c e s  after the b e g i n n i n g  o f  t h e  tax year. If p r o p e r t y  

is i nclu d e d  on the supplem ental a s s e s s m e n t  roll b e c a u s e  commercial 

nrodwctxor* from it c o m m e nces af ter the b e g i n n i n g  of the tax ^car, the 

as s e s s e d  v a l u e  of the p r o p e r t y  shall be r e d u c e d  nro r a t a  in o r o p o r t i o n

to the portion of the tax year p r e c e d i n g  the c o mmencement of commer c i a l

p r o d u c t i o n  from the property.

Sec. A3.58.12 1. I NVES T I G A T I O N .  (a) The d e partment n a v  m a k e  an 

i n v e s t i g a t i o n  o f  p r o p e r t y  on w h i c h  a r e t u r n  has hcen filed or on p r o p­

ert y  for w h i c h  ro return has been filed. In e ither case, the d e p a r t­

ment 3hall m a k e  its own v a l u a t i o n  o f  the t a x a b l e  orororty, w h i c h  is 

p r i m a  facie e v i d e n c e  of full and true value.

(b) An e m p l o y e e  or agent of the d e p a r t m e n t  nay enter a n y  promises 

n e c e s s a r y  for the i n v e s t i g a t i o n  d u r i n g  r e a s o n a b l e  hours and n 3 y  e x a m i n e  

p r o p e r t y  and o ther a p p r o p r i a t e  r e c o r d s .  The o w n e r  o f  taxable property, 

u p o n  request, shall furnish to the e m p l o y e e  or spent of the depart m e n t  

r e a s o n a b l e  a s s i s t a n c e  r e q u i r e d  for the i n v e s tigation.  If an employee
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o r  fluent of the de part m e n t  seeking to enter  any p r e m i s e ?  n e c e s s a r y  for 

an i n v e s t i g a t i o n  u n d e r  this sect ion or to o b t a i n  r e a s o n a b l e  a s s i s t a n c e  

r e q u i r e d  for an i n v e s t i g a t i o n  u n d e r  this s e c t ion is r e f u s e d  entry or 

assistance, the superior court nay, a f t e r  r e a s o n a b l e  n o t i c e  to and 

h e a r i n g  of the owner, o r d e r  the o w n e r  to a l l o w  the e n t r y  or to furnish 

the assistance.

(c) For the purpose of the invest i g a t i o n ,  the owner, operator, or

o t h e r  p e r s o n  filing a return and p a y i n g  the tax on the taxable p r o p e r t y

or his r e p r e s e n t a t i v e  may be r e q uired to rrcflc-n.t M r t o e l f  for e x a m i n a­

tion u n d e r  oath b y  the department.

Fee. 43.58.131. L P ' T T A T I O B S  O S  A S SESS MENT, COLLECTI ON, A N D  P E FH MD 

O F  TAVFS. T h e  limitations on as sessment, c o llection , and r e fund o*- 

taxes under AS 43.05.260, 43*05.270, and A 3 . 0 5 . 2 7 5  a p p l y  to the tax 

levied u n d e r  this chapter except that a r e d e t e r m n a t i o n  cf t a x  under 

AS 43.5 0.041(d) is not subject to these limitations.

Fee. A3.58.1A1. fiF.7VPM3 A’TD ? A Y « E H T  O F  TAT. (a) A r e t u r n  o f  

taxable p r o p e r t y  shall he submi tted no later than. August 1 on the fo r n  

p r e s c r i b e d  b y  the department b a s e d  on p r o p e r t y  value s e x i s t i n g  cm 

J u l y  1 of each tax year

(1) b y  a person w h o  is the o w n e r  of the property, or w h o

c o n t r o l s  that p r o p e r t y  as agent, or on a c count o f  a n y  other p e r s o n  %

(2) by a guardian or other p e r s o n  w h o  h a s  charge o f  taxable 

p r o p e r t y  b e l o n g i n g  to a minor or o t h e r  person;

(?) b y  the trustee of a trust e s t a t e  h o l d i n g  t a x able p r o p e r­

ty in trust for the b e nefit o f  another person;

(A) b v  the executor  or a d m i n i s t r a t o r  of a d e c e a s e d  p e r s o n fs 

e s t a t e  which includes taxable property;

(5) by the r e c e i v e r  of a c o r p o r a t i o n  h a v i n g  t a x able property.

(b) Hie p e r s o n  r e q uired to submit; the return s p e c i f i e d  t m d e r  (a)
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o f  this s e c t i o n  is p r i m a r i l y  liable for p a yment of the tax levied b y  

thie chapter. The persons or estate© s p e c i f i e d  in (a)(2) - (5) o f  this 

section in w h o s e  b e h a l f  the tax levied b y  this chap ter is to b e  raid 

are s e c o n d a r i l y  liable for p a ym ent o f  the t a x t U i t h  the w r i t t e n  a p­

proval of the department, a n  o p e r a t o r  or n o n o p c T a t o r  of the lease or 

p r o p erty rssy submit  r e t u r n s  or m a k e  payment o f  the tax levied und er 

this chanter on b e h a l f  of h i m s e l f  and such other  p e rso na as the d e p a r t - 

nent m a y  a n o r o v e .

(c) The tar: levied u n d e r  thin c h a n t e r  is p a y a b l e  to the d e p a r t­

ment on o r  b e f o r e  J u n e  “10 of each tax vear or in installments, i n c l u d­

ing prepayments, at the tines and unde r the c o n d i t i o n s  the depart ment 

m a y  b y  r e g u l a t i o n  require. This tax is p a y a b l e  on the doe date set out 

in this s u b s e c t i o n  or at the times r e q u i r e d  b y  the department: u n d e r  its 

r e g u l a t i o n s  even though the? a s s e s s m e n t  i s  u n d e r  appeal or the validity, 

e nforc e a b i l i t y ,  or a p p l i c a t i o n  of this c h a p t e r  or any p r o v ision of this 

chapter is c h a l l e n g e d  b efore the d e p a r t m e n t  or in the courts.

(d) Vi th the prior  w r i t t e n  approval of the d e p a r t m e n t , a p erson 

s u b m i t t i n g  retur ns or m a k i n g  p a y m e n t s  as r e q u i r e d  u n d e r  this chapter 

for m o r e  than one t a x a b l e  p r o p e r t y  m a y  r e y a r d  these p r o p e r t i e s  os n 

single taxable p r o p e r t y  for purposes of s u b m i t t i n g  those? reports or 

m a k i n g  those, payments.

(c) A person  m a k i n g  p a ymen t of the tax levied u n d e r  this chapter 

on b e h a l f  cf one or m o r e  othe r p e r sons o w n i n g  or o t h e r w i s e  h o l d i n g  an 

interes t in a taxabl e p r o p e r t y  n a y  w i t h h o l d  a p r o p o r t i o n a t e  share of 

the p a y m e n t  f r o m  any proc eeds or other b e n e f i t s  froia the taxable p r o p­

er t y  owed to a p e r s o n  o n  w h o s e  b e h a l f  the r ivrcont la made. Unle ss 

o t h e r w i s e  s p e c i f i c a l l y  p r o v i d e d  h y  w r i t t e n  c o n t r a c t  or agreement, the 

pe r s o n  so w i t h h o l d i n g  a p r o p o r t i o n a t e  s hare of the tax levied u nder 

this c h a pt er incurs no l i a b i l i t y  to those from w h o n  it Is w i t h h e l d  by

-15- CSSSTIB 20n<CP>



*

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

v i r t u e  of bavins: m a d e  the w t t h o l d l n g .

( f) Ry w r i t t e n  notice, the depar t m e n t  n ay require, a p e r s o n  filine, 

a return to cubrait additional  i n f o r m a t i o n  to the d e p a r t m e n t  vitb.in 30 

d a y s .

Sec, 4 3 . 5 S . 1 5 1 ,  P E C U L A T I O N S ,  T h e  d e p a r t m e n t  nay adopt r e g u l a­

tions in a c c o r d a n c e  w i t h  the A d m i n i s t r a t i v e  P r o c e d u r e  Act (AS 4 4 . a?) as 

a p p r o p r i a t e  to a d m i n i s t e r  and e n f o r c e  this chapter.

Sec. 43.58.161. DEFIN I T I O N S .  In this c h apter

(1) ’’commerci al  p r oduc t ion” m a n s  the p r o d u c t i o n  of oil or

ces for purpose s o f  sale or other b e n e f i c i a l  use, except w h e n  the sale

or beneficial use is incidental to the t e s ting of an u n p r o v e n  well or

u n n r o v e d  c o m p l e t i o n  interval;» r

(2) ’’de p a r t m e n t” m a n s  the D e p a r t m e n t  of Revenue;

(3) " g a c "  means all h y d r o c a r b o n  s u b s t a n c e s  not d e f i n e d  as 

oil in this chapter;

(A) ’’o i l” means crude petrol o w n  and other h y d r o c a r b o n s  r e­

gardless cf g r a v i t y  which, when recovered, are recover ed at the w e l l­

head in liquid form, and the liquid h y d r o c a r b o n s  k n o w n  as disti l l a t e  or 

c o n d e n s a t e  that are recove red b y  s e p a r a t i o n  from pas other than at a 

gas p r o c e s s i n g  plant;

(5) " o p e r a t o r” means the p e r s o n  c o n d u c t i n g  Che exploration, 

development, or produc t i o n  o p e r a t i o n  for a property?

(6) ’’pro p e r t y "  means a n y  riakt, title, or i n t e r e s t  5n or the 

right t o  p r o d u c e  or r e c o v e r  oil or including:

(A) a m i n e r a l  interest;

(B) a leasehold interest;

(C) a w o r k i n g  interest, r o y a l t y  interest, o v e r r i d i n g  

r o y a l t y  interest, p r o d u c t i o n  payment, net p r of it interest, or any 

o t h e r  i n t erest in a leace, c onces sion, joint venture, or other
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a g r e e m e n t  for oil and $as e x p l o r a t i o n ,  development:, or produc t i o n t  

(ft) a w o r k i n g  interest, r o y a l t y  interest, o v e r r i d i n g

ro y a l t y  interest, p r o d u c t i o n  payr-ent, net p r o f i t  interest, or any 

o ther i n t e r e s t  ir> on agreemen t for u n i t i z a t i o n  o r  p o o l i n g  u n d e r  

the p r o v i s i o n  of sec. 614(b)(3) of the Internal " e v c n u e  Code o f  

1954 as d e f i n e d  on the e f f e c t i v e  date o f  this paragraph;

(7) " p rov en r e s e r v e s” me a n s  the v o l u m e s  of oil and gas in n 

k n o w n  d e p o s i t  w h i c h  geologica l and e n g i n e e r i n g  i n f o r m a t i o n  i n d i c a t e  to 

be r e c o v e r a b l e  ir. the future u n d e r  p r e v a i l i n g  e c o n o m i c  c o n d i t i o n s  and 

technologyj

of one  c a l e n d a r  year and e n d i n g  o n  June 3^ o f  the following c a l e n d a r  

year j

persons subject to the tax under A 3 43,31 will not hear the c u m u l a t i v e  bur-

l c g i s l a t u r e  that the i n c l u s i o n  c f  this s e ction  g r a n t i n g  tax credits does not 

in a n y  m a n n e r  c hang e the intent, validity, or e n f o r c e a b i l i t y  o f  the b a s i c  ad 

v a l o r e m  tar imposed b y  this Act. If the i n c l u s i o n  o f  AS 43.58.041, or a n y  

p o r t i o n  of it, r e s u l t s  in a judicial d e c i s i o n  that the nd v a l o r e m  tax im­

posed by this Act is invalid, then At? A3.5^.043, o r  that p o r t i o n  o c it that 

causes the invalidit y, i«'» void and of no affect, and A3.53, e n a c t e d  in 

sec. 8 o f  thin Act, shall be read as i f  that section or that: portion o f  it 

had n e v e r  been included.

* foe. 10. If an e x e m p t i o n  u n d e r  AS 4 3 . 5 3.0311 1), (3), or (3) is held 

i n val id b v  a final j u d g m e n t  of a court from w h i c h  an appeal is not taken, 

then that e x e m p t i o n  is void, and AS A3.53, e n a c t e d  in sec. ?■ o f  this Act,

(s ) "tar year" means a c a l e n d a r  p e r i o d  b e g i n n i n g  on J u l y  1

(9) "taxable  p r o p e r t y "  r-enan a p r o p e r t y  braving commercial

p r o d u c t i o n

den of both  the tax u nd er AS 43.21 and AS 43.58. It is the intent o f  the

- 1 7 - n S S S H B  ? 0 f t ( C P )
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shall h e  read ao if that e x e m p t i o n  h a d  n e v e r  been included,

* Sec. 11, I f  the m e t h o d  of d e t e r m i n i n g  t a x able income u n d e r  e ither 

AS A3,2.1,020 or 4 3 . 2 1 . 0 3 0  is h e l d  invalid h y  a final J u d g m e n t  o f  a court 

from w h i c h  an appeal 1 b n o t  taken, and if as a result o f  that judg m e n t  a 

co r po ration, w h e t h e r  or not a p a r t y  o a r e d  in that judgment, r e c e i v e s  a r e­

fund o f  taxes or e s t i m a t e d  taxes p a i d  u n d e r  AS A3.21, then the p r o v i s i o n s  o f  

AS A 3 . 2 0  a p p l y  to that c o r p o r a t i o n  for the e ntire p e r i o d  for w h i c h  it r e­

ceives the refund.

* Sec. 12. (a ) b’otvitbctarvJin* the p r o v i s i o n s  of AS 43.53.fi21 ( b ) , e n­

acted in sec. <3 o f  this Act, the ra te o f  levy under AS A3.5S for the t a x  

year b e g i n n i n g  J u l y  1, 1981, is 30 niiJn.

(b) N o t w i t h s t a n d i n g  the p r o v i s i o n s  o f  AS 43.5*3,041 (c), e n acted in 

sec. 3 of this Act, for the tax y e a r  b e g i n n i n g  J u l y  1, !‘?31, c r edit u n d e r  

AS 4 3 . 5 8 . 0 4 1 ( 0 )  shall bo a p p l i e d  o n l y  to tho extent that tho c o m b i n e d  amount 

of a p plied cr edit u n d e r  AS A 3 . 5 8 . 0 4 1 (a) and (b) does not e x c e e d  two-t h i r d s  

of the total a m o u n t  of tax levied under AS A3.58 for all o f  the taxpa yer's 

taxable properties.

* Sec. 73. AS 4 3 . 2 1 .040(d) and (e) are r e p e a led.

* See. 1A, AS 43.55. 0 1 1 ( d ) ,  43.5 5.012(a), 43.55.0 18? AS A3.58.010, 

43.58.020, 43.58.030, A3.58 .040, 43.58.050, A3.55.0 60, 43.58.070, A3.58.080, 

43.58.090, 43. 58.100, 43.5* . 1 1 0 ,  43.53.150, 43 .58. 1 6 0 ,  4 3.58.170,  43.58.180, 

43.5S.190, and 4 3 . 5 8 . 2 0 0  are repealed.

* Sec. 15. S e c t i o n s  1 - 7 ,  11, and .13 of this Act sre r e t r o a c t i v e  to 

J a n u a r y  1, 1978, and a p p l y  to tax years b e g i n n i n g  a fire m D e c e m b e r  31, 1977.

* Sec. 16. S e c tions 3, 12, and 14 of this Act take e ffect J u l y  1, 1933.

* Sec. 17. Secti o n s  9, 10, and 15 o f  this Act take effect i m m e d i a t e l y  in 

a c c o r d a n c e  w i t h  AS 01.10.07 0(c).
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I n t r o d u c e d :  5 / 1 9 / 8 1
R e f e r r e d :  S p e c i a l  G a s  P i p e l i n e
C o m m i t t e e  a n d  F i n a n c e

B Y  T H E  RULES C O M M I T T E E  BY
IN T H E  H O U S E  R E Q U E S T  OF THE G O V E R N O R

S P O N S O R  S U B S T I T U T E  FOR H O U S E  BILL NO. 2.00 

I N  T H E  L E G I S L A T U R E  OF T H E  STATE O F  ALASKA 

T W E L F T H  L E G I S L A T U R E  - F IRST S E S S I O N  

A  BILL

For an Act entitled: "An Act r e l a t i n g  to oil a n d  gas taxes; and p r o v i d i n g

for an e f f e c t i v e  d ate."

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

* S e c t i o n  1. AS 4 3 .20. 011(e) Is a m e nded to read:

(e) T h e r e  is i m p o s e d  for e a c h  t a x a b l e  y e a r  u p o n  the entire t a x­

able income of eve ry c o r p o r a t i o n  d e r i v e d  f r o m  sources w i t h i n  the s t a t e  

a tax c o n s i s t i n g  of a normal tax equal to 5.4  p e r c e n t  of taxable i n­

come, and a surtax w h i c h  is equal to 4.0 p e r c e n t  of taxable income, e x­

cept that the ta x on a c o r p o r a t i o n  do ing b u s iness i n  the state w h i c h  

derives income f r o m  [ENGAGED IN] the p r o d u c t i o n  or p i p e l i n e  t r a n s p o r t a­

tion of crude oil or natural gas in the 3tat e shall be d e t e r m i n e d  and 

paid in a c c o r d a n c e  w i t h  AS 43.21. Income from sharing i n  the 70 p e r­

cent of a regional N a t i v e  c o r p o r a t i o n ' s  r e v e n u e  that is r e q u i r e d  to be 

divided u n d e r  sec. 7(i) of the A l a s k a  N ative Claims S e t t l e m e n t  A ct 

(P.L. 92-203) is t a x able income of the r e c i p i e n t  u n d e r  this chapter.

For tax years b e g i n n i n g  a f t e r  D e c e m b e r  31, 1979, the s u rtax e x e m p t i o n  

is $50,000. For c o n t r o l l e d  c o r p o r a t i o n s  d e s c r i b e d  in secs. 1561 - 1563 

of the Internal R e v e n u e  Code o n l y  one s u rtax e x e m p t i o n  m a y  be allov/ed 

for the c o n t r o l l e d  group.

* Sec. 2. AS 4 3 . 2 1 . 0 1 0  is amended to read:

Sec. 43.21.010. A P P LI CATION. This c h a p t e r  a p p lies to e v e r y  c o r­

po r a t i o n  doing business in the state w h i c h  derives inco me f r o m  the p r o­

du c t i o n  of oil or gas f r o m  a lease or p r o p e r t y  in the sta te [,] or from 

the p i p e l i n e  t r a n s p o r t a t i o n  of oil o r  gas in the state. T h e  tax calcu-
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lated u n d e r  this chapter  is m e a s u r e d  b y  the total taxable income of the 

c o r p o r a t i o n  during the tax p e r i o d  as d e t e r m i n e d  u n d e r  [DEFINED IN]

AS 4 3 . 2 1.020 - 4 3 . 2 1 . 0 4 0  a n d  is c a l c u l a t e d  [DETERMINED] at the rates 

e s t a b l i s h e d  u n d e r  AS 43.20.011(e ).

* Sec. 3. AS 43.21.020( c) is a m e n d e d  to read:

(c) Net income from  oil and gas p r o d u c t i o n  shall be d e t e r m i n e d  by 

the d e p a r t m e n t  b y  d e d u c t i n g  fr om gross income the following:

(1) r oyalties p a i d  in k i n d  or in value;

(2) taxes impose d u n d e r  AS 43.55 a n d  AS 43.57 w h i c h  are a c­

tually paid or i n c u r r e d  b y  the c o r p o r a t i o n  on the p r o d u c t i o n  fro m a 

lease or p r o p e r t y  in the state?

(3) taxes imposed u n d e r  AS 43.56 a n d  AS 29.53 w h i c h  are a c­

tually p a i d  or i n c urre d b y  the c o r p o r a t i o n  on p r o p e r t y  used d i r ect ly in 

the p r o d u c t i o n  of oil or gas f r o m  a lease or p r o p e r t y  in the state, i n­

cluding p r o p e r t y  used in production, gathering, treatment, or p r e p a r a­

tion of the oil or gas for p i p e l i n e  tra nsportation, b u t  o n l y  if those 

p r o p e r t y  tax pay ments were due and p a y a b l e  o n l y  after the date of c o m­

mer c i a l  p r o d u c t i o n  from the lease or p r o p e r t y  w i t h  w h i c h  the p r o p e r t y  

was associated;

(4) the direct costs i n c u r r e d  b y  or for the c o r p o r a t i o n  in 

o p e r a t i n g  the lease or property, i n c l u d i n g  the direct costs of p r o d u c­

ing, gathering, treating, or p r e p a r i n g  the oil or gas for p i p e l i n e  

t ransportation, but not of any p a y me nts r e c e i v e d  for those a c t i v i t i e s  

and not i n c l u d i n g  any indirect costs or o v e r h e a d  expense;

(5) d e p r e c i a t i o n  (using the u n i t  of p r o d u c t i o n  m e t h o d  or 

s u c h  other r e a s o n a b l e  methods as the d e p a r t m e n t  m a y  b y  r e g u l a t i o n  e s­

tablish) on p r o p e r t y  u s e d  d i r ectly in the .production, gathering, t r e a t­

ment, or p r e p a r a t i o n  of the oil or gas for p i p e l i n e  t r a n s p o r t a t i o n  i n­

cluding a m o r t i z a t i o n  of c a p i t a l i z e d  interest for invest m e n t s  in this
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p r o p e r t y  at a rate n o u  to e xce ed t he a v e r a g e  cost of b o r r o w e d  capital 

to the taxp ayer d u r i n g  the year in w h i c h  it is ca pitalized;

(6) the a m r r t i z a t i o n  of lea e a c q u i s i t i o n  p a y ment s and taxes 

p a i d  or i n c u r r e d  u n d e r  AS 43.56 and AS 29.53 (including c a p i t a l i s e d  i n­

terest on both) for or on p r o d u c i n g  p r o p e r t i e s  b e f o r e  the c o m m e n c e m e n t  

of commer c i a l  p r o d u c t i o n  f r o m  the lease or p r o p e r t y  for w h i c h  the p r o p­

ert y  is b e i n g  used;

(7) inter est e x p e n s e  of the corporation, n o t  capit a l i z e d  

d u r i n g  construction, that was p a i d  or i n c u r r e d  in c o n n e c t i o n  w i t h  p r o p­

erty in Alaska; however, u n l e s s  (f) of this s e c tion applies, t he i n t e r­

est expense n a y  [TO T H E  E X T E N T  T H A T  IT DOES] not e xceed that p o r t i o n  of 

t h e  total inter e s t  paid b y  the c o n s o l i d a t e d  b u s i n e s s  of w h i c h  the c o r­

po r a t i o n  is a part, d e t e r a i n e d  by m u l t i p l y i n g  the total i n t erest [(RE­

DU C E D  B Y  I N T E R C O M P A N Y  T R A N S A C T I O N S  W I T H I N  T H E  C O N S O L I D A T E D  BUSINESS)] 

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

tion's real and tangible p e r sonal p r o p e r t y  used d i r e c t l y  in the p r o d u c­

tion  of oil or gas f r o m  a lease or p r o p e r t y  in the state and the d e n o m­

ina t o r  of w h i c h  is the val ue of all real and tangible p e r sonal  p r o p e r t y  

of the c o n s o l i d a t e d  business; in this subsection, "total i n t eres t p a i d  

b y  the c o n s o l i d a t e d  b u s i n e s s "  does not include in terest e x p en se arising 

f r o m  i n t e r c o m p a n y  obligations w i t h i n  the c o n s o l i d a t e d  business except 

to the e x t e n t  that the interest e x p e n s e  reflects a p a s s - t h r o u g h  of i n­

terest o n  a t h i r d - p a r t y  b o r r o w i n g  b y  the p a r e n t  or o t her m e m b e r  of the 

c o n s o l i d a t e d  b u s i n e s s  w i t h  the purpose, e x p r e s s e d  at the time of the 

t h i r d - p a r t y  borrowing, of f i n a n c i n g  A l a s k a  b u s in ess a c t i v i t y  of the 

t a x p a y e r  corporation;

(8) expen ses i n c u r r e d  b y  the c o r p o r a t i o n  after D e c e mber 31, 

1977 of u n s u c c e s s f u l  e x p l o r a t i o n  of oil or gas in the state i n c l u d i n g  

the a c q u i s i t i o n  costs of a b a n d o n e d  proper t i e s ,  d r y  hole costs, and the
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costs of geologic and g e o p h y s i c a l  e x p l o r a t i o n  r e l a t e d  to those a b a n­

doned p r o p e r t i e s ;

(9) general o v e rhead o r  a d m i n i s t r a t i v e  e x p e n s e  i n c u r r e d  b y  

the c o r p o r a t i o n  a t t r i b u t a b l e  to the p r o d u c t i o n  of oil or gas from  a 

lease or p r o p e r t y  in the state to the e x t e n t , e x c e p t  as p r o v i d e d  in (f) 

of this section, that it does not e x c e e d  [THE L E S S E R  OF:

( A ) ] that p o r t i o n  of the total general overhead  or a d­

mi n i s t r a t i v e  e x p ense  i n c u r r e d  b y  the c o n s o l i d a t e d  b u s ines s of 

w h i c h  the c o r p o r a t i o n  is a part, d e t e r m i n e d  b y  m u l t i p l y i n g  the 

total general overhead or a d m i n i s t r a t i v e  e x p ense b y  a fraction, 

the n u m e r a t o r  of w h i c h  is the v a l u e  of the c o r p orat ion's real and 

tangible personal p r o p e r t y  used d i r e c t l y  in the p r o d u c t i o n  of oil 

cr ga3 from a lease or p r o p e r t y  in the state a n d  the den omi n a t o r  

of w h i c h  is the value of all real and tangi b l e  personal  property  

o f  the c o n s o l i d a t e d  business;

(10) the a moun t of income f r o m  the p r o d u c t i o n  of oil a n d  gas 

f r o m  a lease or p r o p e r t y  that is divided among the 12 regional c o r p o r a­

tions u n d e r  sec. 7(i) of the Alaska N a t i v e  Claims S e t t l e m e n t  Act (P.L. 

92-203);

(11) the amou nt h y  w h i c h  the total tax pa id or i ncurred b y  

the t a x payer under AS 43.53 for leases or p r o p e r t i e s  in the state e x­

ceeds the amount of credit a l l o w e d  to the taxpayer u n d e r  AS A3.58.041;

(12) the tax i m po sed b y  sec. 4936 of the Internal R e v e n u e  

Code that is paid or i n c urred b y  the t a x p a y e r  for oil p r o d u c t i o n  from

leases or pro pe r t i e s  in the state (, OR

(B) THE SUM OF $0.12 FO R E A C H  B A R R E L  OF OIL A N D  $0.02

FOR EAC H T H O U S A N D  C UBIC FEET OF GAS P R O D U C E D  F R O M  A  L E A S E  OR P R O P­

ERTY  IN THE STATE].

* Sec. 4. AS 4 3 . 2 1.0 20 Is amended b y  a d d i n g  a n e w  s u b s e c t i o n  to read:
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(f) If a c o r p o r a t i o n  demons t r a t e s  to the s a t i s f a c t i o n  of the d e­

pa r t m e n t  that it p a i d  or I n c u r r e d  a ctual  expenses for interest or for 

general  o v e rhead or a d m i n i s t r a t i o n  a t t r i b u t a b l e  to the p r o d u c t i o n  of 

oil or gas f r o m  a lease or p r o p e r t y  in the state in a n  amount g r e at er 

t h a n  the amount det ermined under (c)(7) or (c)(9) of this section, the 

d e p a r t m e n t  m a y  a l l o w  the c o r p o r a t i o n  to deduct the greater amount.

* Sec. 5. AS 43.21.040(b) is r e p e a l e d  and r e e n acted to read:

(b) T h e  total taxabl e income of the c o n s o l i d a t e d  business is its 

e n t i r e  income less the p o r t i o n  of that e ntir e income a t t r i b u t a b l e  to 

w o r l d w i d e  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  of oil and gas. In 

this section, " e ntire  income" is taxable incone under Subti tle F and 

c h a pter 1 of Subt itle A of the Internal R e v e n u e  Code of 1954, as 

amended, except that those p r o v i s i o n s  a d o p t e d  after D e c e m b e r  31, 1975 

w h i c h  change or m o d i f y  exemptions from tax are not adopted by r e f e r e n c e  

as a  p a r t  of this s e ction until the s eco nd J a n u a r y  1 f o l l o w i n g  the e f­

fective date of the federal law. In c o m p u t i n g  taxable income u n d e r  

this section, the taxpayer is not e n t itled to deduct any taxes based on 

or m e a s u r e d  b y  n e t  income.

* Sec. 6. AS 4 3 . 2 1.05 0 is a m end ed b y  a dding a n e w  s u b s e c t i o n  to read:

(d) If the methods of alloca t i o n  and a p p o r t i o n m e n t  p r o v i d e d  in 

this c h a p t e r  do not f airly r e p r e s e n t  the extent of a c o r p o r a t i o n’s 

b u s iness a c t i v i t y  in the state, the c o r p o r a t i o n  may p e t i t i o n  for or the 

d e p a r t m e n t  m a y  require, in respect to all or any p a r t  of the c o r p o r a­

tion's business activity, if reasonable, the e mployment of any m e t h o d  

a u t h o r i z e d  u n d e r  art. IV, sec. 18, of the m u l t i s t a t e  tax compact 

(AS 43.19.010 ) to eff ec t u a t e  a n  e q u i t a b l e  a l l o c a t i o n  and a p p o r t i o n m e n t

of the corpor a t i o n ' s  income. T h e  c o m m i s s i o n e r  shall include in his
•  ̂ •' * . 

annual r e p o r t  r e q u i r e d  in AS 4 3 . 2 1 . 1 1 0  a  r e port o n  all r elief gran ted

u n d e r  this subsection, i n c l u d i n g  f o r  e a c h  case a s t a t e ment of the

c o m m it t e e ; c o p y
-5- SSHB 200
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c h ang es in tax l i a b i l i t y  r e s u l t i n g  from the g r a n t i n g  of relief, the tax 

years i n v o l v e d  and a d e s c r i p t i o n  of the m e t h o d  of d e t e r m i n i n g  taxable 

in c o m e  that was s ubsti t u t e d  for those p r o v i d e d  in this chapter.

* Sec. 7. AS 4 3 . 2 1 . 0 7 0  is amended to read: i

Sec. 43.21.070. P A Y M E N T  OF TAX. The tax levied u n d e r  this c h a p­

ter is p a y a b l e  to the d e p a r t m e n t  o n  or b e f o r e  S e p t e m b e r  30 of e a c h  year 

or in i n s t a l l m e n t s , i n c l u d i n g  p r e p a y m e n t s  of e s t i m a t e d  t a x , at the 

times and u n d e r  the conditio ns the d e p a r t m e n t  m a y  b y  r e g u l a t i o n  r e­

quire. This tax is p a y ab le o n  the due date set out in this s e c t i o n  

even t h o u g h  the a s s e s s m e n t  is u n d e r  appeal or the validity, e n f o r c e­

ab i l i t y  or a p p l i c a t i o n  of this c h apter or any p r o v i s i o n  of this chapter 

is c halle n g e d  b e f o r e  the d e p a r t m e n t  or in the courts.

* Sec. 8. AS 43.58 is amended b y  a d d i n g  n e w  sections to read:

Sec. 43.58.011. FINDINCS AND PURPOSES. (a) T h e  l egislatu re 

f i n d s :

(1) that since Statehood, the level of p ubl ic services and 

p u b l i c  facilit ies p r o v i d e d  b y  the state g o v e r n m e n t  to its citizens has 

b e e n  touch b e l o w  the level p r o v i d e d  b y  other states to their citizens, 

and that this i n a d e q u a c y  has been the r e s u l t  of ins uff i c i e n t  state r e v­

enues ;

(2) that there exists in A laska today a level of p u b l i c  s e r­

vices an d p ubl ic facilities far b e l o’• that w h i c h  Alaskans are r e a s o n­

abl y  e n t i t l e d  to expect, and that these u n m e t  needs i n c lu de i n a d e q u a t e  

p u b l i c  t r a n s p o r t a t i o n  facilities, i n a d e q u a t e  public h e a l t h  care f a c i l­

ities and programs, inadeq uate c o m m u n i c a t i o n s  facilities, i n a d e q u a t e  

p u b l i c  e d u c a t i o n  facilities, i n a d e q u a t e  levels of p o l i c e  protection, 

o v e r b u r d e n e d  j u s t i c e  facilities, a n d  i n a d e q u a t e  e n e r g y  facilities, and 

an  e c o n o m y  o v e r l y  d e p e ndent o n  n o n r e n e w a b l e  r e s o u r c e  development;

(3) that w i t h  the i n c r eased r e v e n u e s  that have r e s u lted from
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in c r eased d e v e l o p m e n t  of oil resources in Alaska, this legislature, 

a cting o n  b e h a l f  of all the p e o p l e  of Alaska, has e m b arked u p o n  a leg­

islative p r o g r a m  intended to b e g i n  f u l f i l l i n g  some of the u n m e t  p ublic 

needs d e s c r i b e d  in (2) of this subsection, and that it *7ill take m a n y  

years of expend i t u r e s  at c u rrent or i n c r e a s e d  levels to m e e t  these 

n e e d s ;

(4) that a p a r t  of this p r o g r a m  includes p r e p a r i n g  for the 

time w h e n  the revenues d e rived f r o m  Alaska's  n o n r e n e w a b l e  resources  

b e g i n  to d e c l i n e  and that such p r e p a r a t i o n  includes f u n d i n g  o f  the P e r­

man e n t  Fund, e n c o u r a g i n g  deve l o p m e n t  of r e n e w a b l e  r e s o u r c e s  and e n c o u r­

aging e c o nomic  d i v e r s i f i c a t i o n  efforts}

(5) that there is p r e s e n t l y  p e n d i n g  in the courts l i t i g a t i o n  

b r o u g h t  b y  c e rtain taxpayers c h a l l e n g i n g  the c o n s t i t u t i o n a l i t y  of the 

Oil and Gas C o r p or ate Income Ta x (AS 43.21), and that if the taxpayers 

in that litigation are successful, the future rev enues a v a i l a b l e  to 

m e e t  the i m p o rtant p u b l i c  needs d e s c r i b e d  in (2) of this s u b s e c t i o n  

will be s i g n i f i c a n t l y  diminished;

(6) that it is in the p ubli c intere st to p r o v i d e  a n  a l t e r n a­

tive means of g ener a t i n g  revenues s ufficient  to me et the state's p r e s­

ent and future needs in the ev ent that the c o n s t i t u t i o n a l  ch allenge to 

AS 43.21 is successful;

(7) that imposi ng a dditional or a l t e r n a t i v e  s t ate taxes u p o n  

small b usin e s s e s  and n e w l y - d e v e l o p i n g  industries in A l a s k a  w o u l d  have a 

s i g n i f i c a n t l y  adverse impact u p o n  those b u s i n e s s e s  a n d  w o u l d  be c o u n­

ter p r o d u c t i v e  to efforts to e n c o u r a g e  e c o n o m i c  diversification;

(3) that the level of t a x a t i o n  c u r r e n t l y  i m posed b y  the 

state on the oil i n d ustr y does n o t  impose an u n d u e  b u r d e n  on that i n­

dus t r y  and has not d i s c o u r a g e d  e x p l o r a t i o n  and d e v e l o p m e n t  of oil r e­

sources in Alaska;

-7- SSHB 200COMMITTEE COPY '
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(9) that d e v e l o p m e n t  of n a t u r a l  gas r e s o urce s in A l a s k a  has 

l a gge d b e h i n d  oil d e v e l o p m e n t  in the st ate and  that additio nal or a l­

tern a t i v e  taxes on the natural gas i n d u s t r y  m a y  d i s c o u r a g e  f u ture n a­

tural gas d e v e l o p m e n t ;

(10) that the i m p o s i t i o n  of a p r o p e r t y  tax on oil r e s erves  

w i t h  a c redit for income taxes p a i d  will b e s t  p r o v i d e  suffic i e n t  a l t e r­

nat i v e  r e v e n u e s  w i t h o u t  d i s c o u r a g i n g  e c o n o m i c  d i v e r s i f i c a t i o n  a n d  w i t h­

out d i s c o u r a g i n g  p r e s e n t  or future e x p l o r a t i o n  and d e v e l o p m e n t  of oil 

r e s o u r c e s ;

(11) that it appears that the Congress of the United States 

has a f f i r m a t i v e l y  g r a n t e d  the a u t h o r i t y  to tax developed and leased 

p r o p e r t y  r e c e i v e d  u n d e r  the A l a s k a  N a t i v e  Claims S e t t l e m e n t  Act o n l y  to 

local gove rnments, for a 20-year period, and that a state tax on d e v e l­

oped or leased p r o p e r t y  r e c e i v e d  u n d e r  the A l a s k a  N ative Claims S e t t l e­

me n t  Act w o u l d  be in c onfl i c t  w i t h  the intent and p u rpose of that Act.

(b) T h e  ptirposes of this Act are

(1) to enact a tax w h i c h  w i l l  generate suffic i e n t  reven ues

(A) to meet any j u d gment that m i g h t  b e  r e n d e r e d  against tha state in 

the l i t i g a t i o n  c o n c e r n i n g  the Oil and Gas C o r p o r a t e  Income Tax a n d  (B) 

to p r o v i d e  r e v e n u e  c o m p a r a b l e  to the p r e s e n t  and p r o j e c t e d  future r e v e­

nues  d e r i v e d  f r o m  AS 43.21 in. the event  that tax is found to be u n c o n­

sti t u t i o n a l  ;

(2) to avoid  i m p osing c u m u l a t i v e  tax lia bility on taxp ayers 

s u b j e c t  to the Oil and Gas • .* 'porate I n c o m e  T a x  (AS 43.21), b y  grant ing 

a c r e d i t  of taxes p a i d  u n d e r  AS 43.21 f o r  those persons subject to the 

oil r e s e r v e s  p r o p e r t y  tax;

(3) to avoid d i s c o u r a g i n g  f u t u r e  e x p l o r a t i o n  and d e vel opment

of oil resou r c e s  b y  i m p osing the t a x  o n l y  o n  p r o p e r t y  h a v i n g  commercial 

p r o d u c t i o n ;  ....
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(4) to avoid d i s c o u r a g i n g  the dev elo p m e n t  of econo m i c  d i v e r­

sif i c a t i o n  and. the d evelo p m e n t  of n a t u r a l  gas p r o d u c t i o n  i n  the state;

(5) to avoid c r e a t i n g  a conflict w i t h  federal law b y  e x e m p t­

ing f r o m  this tax p r o p e r t y  r e c e i v e d  u n d e r  the A l a s k a  N a t i v e  Claims S e t­

tle m e n t  Act.

Sec. 43.58.021. AD V A L O R E M  TAX. (a) Begin n i n g  J u l y  1, 1981, an 

annual tax is levied e a c h  tax year on the full and true value of t a x­

able p r o p e r t y  u n d e r  this chapter.

(b) The rate of le vy is 25 mills, unless a diffe rent rate is e n­

acted for a ta x year no later t h a n  the last day of F e b r u a r y  in that tax 

year.

Sec. 43.58.031. EXEMPTIONS. The. f o l l o w i n g  p r o p e r t y  that w o u l d  

otherxTise be taxabl e p r o p e r t y  is e xe mpt from  t a x a t i o n  u n d e r  this c h a p­

ter :

(1) an i n t erest of the U nited  States or the state;

(2) p r o p e r t y  e x empt fro m state t a x ation under the laws of 

the U n ite d States i n c l uding the e x e m p t i o n  of property, w h e t h e r  d e v e l­

oped or leased to third-parties, u n d e r  sec. 21(d) of the A l a s k a  Native 

Claims S e t t l e m e n t  Act (P.L. 92-203, 85 Stat. 688, 43 USC 1601, et. 

seq.), exce pt that leaseholds and s i m i l a r  interests h e l d  in the exempt 

p r o p e r t y  b y  t hird-parties shall be t a xable to the extent of those i n­

terests ;

(3) that p o r t i o n  of the full and true value of taxable p r o p­

erty a t t r i b u t a b l e  to gas reserves.

Sec. 43.58.041. CREDITS. (a) T h e  amount of tax u n d e r  AS 43.21 

p a i d  d u r i n g  a tax year (as d e fined in AS 43.58.151(9)) b y  a t a x p a y e r  or 

the t a x p a y e r’s c o n s o l i d a t e d  b u s i n e s s  for tax periods u n d e r  AS 43.21 b e­

ginning a f t e r  D e c em ber 31, 1980, is allowed as a credit against the tax 

l evied u n d e r  this chapter in the tax y e a r  for the t a x p a y e r’s taxa ble

I L .L , Vu-A
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property. T h e  credit m a y  not e xceed the total amount of tax due for 

the tax year u n d e r  this chapter for all o f  the t axpayer's t a x a b l e  p r o p­

erties .

(b) In a d d i t i o n  to the credit a l l o w e d  u n d e r  (a) of this section, 

the a m o u n t  of tax p a i d  u n d e r  AS 43.21 b y  a taxpayer or the taxpayer's 

c o n s o l i d a t e d  business b e f o r e  J u l y  1, 1981, is allowed as a credit 

against the t a x  levied u n d e r  this chapter for the taxpayer's t a x a b l e  

properti es.

(c) In a p p l y i n g  the credits u n d e r  (a) a nd (b) of this section, 

the credit allowed u n d e r  (a) of this s e c t i o n  shall be a p p lied b e f o r e  

a p p l y i n g  any credit under (b) of this section. Credit u n d e r  (b) of 

this s e c t i o n  shall be applied o n l y  to the extent that the c o m b i n e d  

a mount of a p pl ied credit u n d e r  (a) and (b) of this section does n o t  e x­

ceed t h r e e - q u a r t e r s  of the total amount of tax  levied under this c h a p­

ter for all of the taxpayer's taxable properties. If the amount of the 

credit u n d e r  (b) of this s e c t i o n  exceeds the amount that m a y  be applied 

for a tax year against  the tax l evied u n d e r  this chapter, then the e x­

cess c red it u n d e r  (b) of this s e c t i o n  m a y  be carrie d f o r ward  and a p­

pli e d  in s u b s e q u e n t  tax years until it has b e e n  exhausted.

(d) For purposes of d e t e r m i n i n g  and a p p l y i n g  credits u n d e r  this 

section, tax p a i d  b y  a t a x pa yer u n d e r  AS 43.20 shall be treate d the 

same as if it had been p a i d  u n d e r  AS 43.21, but o nly if the t a x p a y e r  

w o u l d  h a v e  b e e n  subject to AS 43.21 h a d  the taxpayer b e e n  a corporation.

(e) If the income tax l i a b ili ty of a taxpayer or the t axpayer's 

c o n s o l i d a t e d  busin e s s  under AS 43.20 or AS 43.21 for a tax p e r i o d  is 

r e d e t e r m i n e d  and a d j usted after the c redit for that tax p e r i o d  has b e e n  

a p p l i e d  u n d e r  this section, or i f  the income tax liability  of the t a x­

pay e r  or the taxpay er's c o n s o l i d a t e d  busine ss is r e d e t e r m i n e d  u n d e r

AS 4 3.20  a n d  a d j u s t e d  after the c re dit for that tax p e r i o d  has b e e n  a p­

COMMITTEE COPY -10- SSHB 200



p l i e d  u n d e r  this section, then the taxpay er's tax l i a b i l i t y  u n d e r  this 

ch apter for the tax year in w h i c h  the c redit was applied shall be r e d e­

termin ed, t a king into account the a d j u s t m e n t  to chc taxpayer's income 

t a x  l iab ility.

Sec. 43.58.051. ASSESSMENT. (a) The dep art m e n t  shall assess 

ta xable p r o p e r t y  u n d e r  this chapt er to the owner of it at its full and 

t r u e  v a l u e  as of J u l y  1 of each tax year.

(b) T h e  full and true va lue of taxabl e p r o p e r t y  u n d e r  this c h a p­

ter is the esti m a t e d  p r i c e  w h i c h  the p r o p e r t y  w o u l d  bring  for its p r o v­

en r e s e r v e s  in an open market and u n d e r  the then p r e v a i l i n g  ma rket c o n­

ditions in a sale b e t w e e n  a w i l l i n g  seller a n d  a w i l l i n g  buyer b o t h  

c o n v e r s a n t  w i t h  the p r o p e r t y  and w i t h  p r e v a i l i n g  values.. In d e t e r m i n­

ing this value, the department shall c o n sider all factors whicli m a y  be 

k n o w n  b y  the department to a f fect the value of taxable property, i n­

cl u d i n g  but not limited to the d i s c o u n t e d  p r e s e n t  v a l u e  of the expecte d 

future n e t  income f r o m  the p r o v e n  r e s erves of the taxable property.

(c) In a s s e s s i n g  taxable p r o p e r t y  u n d e r  this chapter, the d e p a r t­

ment  m a y  not i n c lud e the asses s e d  value of p r o p e r t y  subject to tax u n­

der AS 43.56.

(d) In d i s c o u n t i n g  the e x p e c t e d  future net income from the t a x­

able p r o p e r t y  to its p r e s e n t  value u n d e r  (b) of this section, the d e­

p a r t m e n t  shall p r e s u m e  that the a p p r o p r i a t e  discount rate is 10 p e r­

ce n t a g e  p oints  a bove the rate of i n f l a t i o n  in the implicit GNP deflator 

o v e r  the five calenda r years i m m e d i a t e l y  p r e c e d i n g  the asses s m e n t  date. 

A t a x p a y e r  m a y  r ebut this p r e s u m p t i o n  o n l y  b y  p r o ving to the depa rtment 

b y  clear and c o n v i n c i n g  evide n c e  that the use of the p r e s u m e d  discount 

r a t e  in the v a l u a t i o n  of the p r o p e r t y  w o u l d  r esult in constr u c t i v e  

fraud. In this subsection, " i m p li cit GNP d e f l a t o r "  m eans the deflator 

for the gross n a t i o n a l  p r oduc t p u b l i s h e d  b y  t h e  United States D e part-



Sec. 43.58.061. A S S E S S M E N T  ROLL. T h e  d e p a r t m e n t  shall p r e p a r e  

a n n u a l l y  the a s s e s s m e n t  roll for t a x a t i o n  u n d e r  this chapter. T h e  roll 

3hall contain:

(1) a descri p t i o n  of all t a xable  pr operty;

(2) the a s s e s s e d  value of all t a xable property; and

(3) the names and address es of p e r s o n s  o w n i n g  or o t h e r w i s e  

h o l d i n g  a n  interest in taxable property.

Sec. 43.58.071. ASSES S M E N T  NOTICE. O n  or b e f o r e  O c tob er 15 of 

e a c h  tax year, the department shall send to e very owner of t a xab le 

p r o p e r t y  n amed in the assessmen t roll a n o t i c e  of a s s e s s m e n t  s h o w i n g  

the a s s e s s e d  value of the property. T h e  n o t i c e  of a s s e s s m e n t  is e f f e c­

tive on the date of its mailing.

Sec. 43.53.081. APPEAL. (a) A p e r s o n  a g g r i e v e d  b y  the a c t i o n  of 

the d e p a r t m e n t  i n  m a k i n g  an a s s e s s m e n t  m a y  appeal that a c t i o n  and o b­

tai n  a formal h e a r i n g  u p o n  its v a l i d i t y  b e f o r e  the  d e p a r t m e n t  b y  filing 

w r i t t e n  objec tions to the assess ment not later t h a n  20 days after the 

e f f e c t i v e  date of the assess ment notice.

(b) T h e  p ro cedures for cond uct of the formal h e a r i n g  shall be in 

a c c o r d a n c e  w i t h  AS 43.05.240. At the h e a r i n g  the a p p e l l a n t  bears the 

b u r d e n  of proof. In the absence of this p r o o f  the a s s e s s m e n t  is to b e  

u p h e l d  by the department. If the department, after hearing, det erm i n e s  

that a c o r r e c t i o n  of the assess m e n t  is warranted, the depart m e n t  shall 

c o r r e c t  the a s s e s s m e n t  and the a s s e s s m e n t  roll.

(c) W i t h i n  30 days after the d e c ision b y  the d e p a r t m e n t  f o l l o w i n g  

the hearin g, a p e r s o n  agg rieved b y  that d e c i s i o n  m a y  appeal to the s u­

per i o r  court.

Sec. 43.58.091, CERTIFICATION. O n  or b e f o r e  F e b r u a r y  1 of the 

tax year, the d e p a r t m e n t  shall c e r t i f y  the final a s s e s s m e n t  roll. T h e

m e n t  o f  C o m m e r c e .
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d e p a r t m e n t  shall mail to the owner, operator, or o t h e r  p e r s o n  f i l i n g  a 

r e t u r n  and p a y i n g  tax o n  the t a xa ble p r o p e r t y  a s t a t e m e n t  of the amount 

of tax due n o  later than M a r c h  15 of the tax year.

Sec. 43.58.101. S U P P L E M E N T A L  A S S E S S M E N T  ROLLS. T h e  d e p a r t m e n t  

shall i n clud e p r o p e r t y  omitt ed f r o m  the a s s e s s m e n t  roll on a s u p p l e­

mental roll, u sin g the p rocedures  set out in this c h apter for the 

origina l roll.

Sec. 43.58. 111. INVESTIGATION. (a) T he d e p a r t m e n t  m a y  m a k e  an 

i n v e s t i g a t i o n  of p r o p e r t y  on w h i c h  a r e t u r n  has b e e n  filed or on p r o p­

ert y  for w h i c h  no r e t u r n  has b e e n  filed. In e ither case, the d e p a r t­

men t  shall m a k e  its own v a l u a t i o n  of the taxable property, w h i c h  is 

p r i m a  f a c i e  e v i d e n c e  of full and true value.

(b) An employee or agent of the d e p a r t m e n t  m a y  enter any premise s 

n e c e s s a r y  for the i n v e s t i g a t i o n  d uring  r e a s o n a b l e  hours and m a y  e x amine 

p r o p e r t y  and other a ppropriate records. The owner of taxab le property, 

u p o n  request, shall furnish to the e m p l o y e e  or agent of the d e p a r t m e n t  

r e a s o n a b l e  a s s i s t a n c e  r e q uired for the investig ation. If a n  employee 

or agent  of the dep art m e n t  s e e k i n g  to enter any p r e m i s e s  n e c e s s a r y  for 

an i n v e s t i g a t i o n  u n d e r  this s e c t i o n  or to o b t a i n  r e a s o n a b l e  a s s i s t a n c e  

r e q u i r e d  for an i n v e s t i g a t i o n  u n d e r  this s e c t i o n  is r e fused  such entry 

or as sistance, the superior c o u r t  may, after r e a s o n a b l e  n o t i c e  to and 

h e a r i n g  of the owner, o rder the o wner to a l l o w  the entry or to f u r n i s h  

the assist a n c e .

(c) For the p u r p o s e  of the in vestigation , the ovmer, operator, or 

other p e r s o n  f i l i n g  a return an d p a y i n g  the t a x  o n  the taxable p r o p e r t y  

or his r e p r e s e n t a t i v e  m a y  be r e q u i r e d  to p r e s e n t  h i m s e l f  for e x a m i n a­

tion u n d e r  o a t h  b y  the department.

Sec. 43.58.121. L I M I T A T I O N S  O N  ASSESSMENT, COLLECTIO N, A N D  R E F U N D  

OF TAXES. T h e  limitations o n  assessment, co llection, and r e f u n d  of

COMMITTEE
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taxes u n d e r  AS 43.05.260, 43,05.270, and 4 3 . 0 5 . 2 7 5  a p p l y  to the tax 

levied u n d e r  this chapter e xcept that a r e d e t e r m i n a t i o n  of tax u n d e r  

AS 43. 58.041(d) is not subject to these limitations.

Sec. 43.58.131. R E T U R N S  AND PA Y M E N T  OF TAX. (a) A r e t u r n  of 

t a xab le p r o p e r t y  shall be s u b m itted no later than A u g u s t  1 o n  the f o r m  

p r e s c r i b e d  b y  the depart m e n t  base d o n  p r o p e r t y  values e x i s t i n g  o n  J u l y  

1 of e a c h  tax year

(1) by a p e r s o n  w h o  is the ovmer of the property, or who 

controls that p r o p e r t y  as agent, or on a c c o u n t  of any other person;

(2) by a g u a r d i a n  or other p e r s o n  who has charge of taxable 

p r o p e r t y  b e l o n g i n g  to a m in or  or o t her person;

(3) by the t r ustee of a trust e s t a t e  h o l d i n g  taxable p r o p e r­

ty in trust for the b e n e f i t  of another person;

(4) b y  tho e x e c utor or a d m i n i s t r a t o r  of a d e c eased p e r son 's 

estate w h i c h  includes t a x a ble property;

(5) by the r e c eiver of a c o r p o r a t i o n  h a v i n g  taxable p r o p e r t y

(b) The p e r s o n  r e q u i r e d  to submit the r e t u r n  s p e c i f i e d  u n d e r  (a) 

of this s e c t i o n  is p r i m a r i l y  liable for p a y m e n t  of the tax l evied  b y

this chapter. The persons  or esta tes spec ified in (a)(2) - (5) of this

s e c t i o n  in w h o s e  b ehalf the tax levied b y  this c h ap ter is to be paid 

are s e c o n d a r i l y  liable for payment of the tax. W i t h  the w r i t t e n  

approval of the department, an o p e rator or n o n o p e r a t o r  of the lease or 

p r o p e r t y  m a y  submit returns or mak e p a y m e n t  of the t a x  levied u n d e r  

this c h a p t e r  o n  behalf of h i m s e l f  and such other p e r s o n s  as the d e p a r t­

men t  m a y  approve.

(c) The tax levied: u n d e r  this c h a p t e r  is p a y a b l e  to the d e p a r t­

men t  on or b e f o r e  June 30 of each t a x  year or in installments, i n c l u d­

ing p r e p a y m e n t s , at the times and u n d e r  the condit ions the depart m e n t  

m a y  b y  r e g u l a t i o n  require. This tax is p a y a b l e  o n  the due date set out
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in this s u b s e c t i o n  or at the times r e q u i r e d  b y  the d e p a r t m e n t  u n d e r  its 

r e g u l a t i o n s  e v e n  t hough the a s s e s s m e n t  is u n d e r  appeal or the validity, 

e n f o r c e a b i l i t y ,  or a p p l i c a t i o n  of this chapter or any p r o v i s i o n  of this 

c h a pter is c h a l l e n g e d  b e f o r e  the department or in the courts.

(d) W i t h  the p r i o r  w r i t t e n  approval of the department, a p e r s o n  

s u b m i t t i n g  returns or m a k i n g  p a y m e n t s  as r e q u i r e d  u n d e r  this chapter 

for m o r e  than one t a xab le p r o p e r t y  m a y  r e g a r d  t h o s e  p r o p e r t i e s  as a 

single taxable propert}' for p u r poses of s u b m i t t i n g  those reports or 

m a k i n g  those payments.

(e) A n y  p e r s o n  m a k i n g  p a y m e n t  of the tax levied u n d e r  this c h a p­

ter on b e h a l f  of one or more o t h e r  p e rsons o w n i n g  or o t h e r w i s e  h o l d i n g  

a n  i n t eres t in a taxable p r o p e r t y  m a y  w i t h h o l d  a p r o p o r t i o n a t e  share of 

the p a y ment from a n y  proce e d s  or other benefits from the tax able p r o p­

ert y  owed to any p e r s o n  o n  w h o s e  b e h a l f  the p a y m e n t  is made. Unless 

o t h e r w i s e  s p e c i f i c a l l y  p r o v i d e d  b y  w r i t t e n  c o n t r a c t  or agreement, the 

p e r s o n  so w i t h h o l d i n g  a p r o p o r t i o n a t e  share of the tax levied u nder 

this chap ter incurs no l i a b ility to those f r o m  w h o m  it is w i t h h e l d  b y  

v i r t u e  of h a v i n g  m a d e  the withol d i n g .

(f) By w r i t t e n  n o t i c e  the depart m e n t  m a y  r e q u i r e  a p e r s o n  filing 

a retxirn to subm it  addit i o n a l  i n f o r m a t i o n  to the de par t m e n t  w i t h i n  30 

d a y s .

Sec. 43.58.141.  REGULATI ONS. T h e  d e p a r t m e n t  m a y  adopt r e g u l a­

tions in a c c o r d a n c e  w i t h  the A d m i n i s t r a t i v e  P r o c edure Act (AS 44.62) as 

a p p r o p r i a t e  to a d m i n i s t e r  and e n f o r c e  this chapter.

Sec. 43.58.151. DEFINI T I O N S .  In this chapter:

(1) " c ommercial p r o d u c t i o n "  mea ns the p r o d u c t i o n  of oil or 

gas for purpo s e s  of sale or o t h e r  b e n e f i c i a l  use, e xce pt w h e n  the sale 

or benefi c i a l  u s e  is inciden tal to the testi ng of a n  u n p r o v e n  w e l l  or 

u n p r o v e d  c o m p l e t i o n  inte rvalj
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(2) " d e p a r t m e n t” means the D e p a r t m e n t  of Revenue;

(3) " ^a s"  m ea ns  all h y d r o c a r b o n  substa nc es  not d e f i n e d  as

oil in this chapter;

(4) "oil" m e an s  crude p e t r o l e u m  a nd ot he r  h y d r o c a r b o n s  r e­

gardless of g r a v i t y  which, w h e n  r ecovered, a re r e c o v e r e d  at the w e l l­

head  in liquid form, and the liquid h y d r o c a r b o n s  k n o w n  as d i s t i l l a t e  or 

c o n d e n s a t e  that are r e c o v e r e d  b y  s e p a r a t i o n  fr om  gas other t ha n  at a 

gas p r o c e s s i n g  plant;

(5) " o p e r a t o r” means the p e r s o n  c o n d u c t i n g  the exploration, 

development, or p r o d u c t i o n  o p e r a t i o n  for a property;

(6) " p r o p e r t y "  me an s any right, title, or i n t er e st  in or the 

r i gh t to p r o d u c e  or r e c o v e r  oil or gas including:

(A) a m i ne ra l interest;

(B) a leasehold interest;

(C) a w o r k i n g  interest, r o y a l t y  interest, o v e r r i d i n g  

r o y a l t y  interest, p r o d u c t i o n  payment, n e t  prof it  interest, or a n y  

o t he r i n t e r e s t  in a lease, concession, joint venture, or other 

a g r e e m e n t  for oil and gas exploration, development, or production;

(D) a w o r k i n g  interest, r o y a l t y  interest, o v e r r i d i n g  

r o y a l t y  interest, p r o d u c t i o n  payment, ne t p r of i t interest, or a n y  

other i n t e r e s t  in an a g r e em en t  for u n i t i z a t i o n  or p o o l i n g  u n de r 

the p r o v i s i o n  of 3ec. 614(b)(3) of the Int er na l  R e v e n u e  Code of 

1954 as d e f in ed  on the e f f e c t i v e  date of this p aragraph;

(7) " p ro ve n  r e s e r v e s "  means the vol um es  of oil and gas in a 

k n o w n  d e p o s i t  w h i c h  ge ol o gi ca l and e n g i n e e r i n g  i n f o r m a t i o n  ind ic at e to 

be r e c o v e r a b l e  in the future u n d e r  p r e v a i l i n g  eco no mi c c on d it io ns  a n d  

t echnology;

(3) "tax y e a r "  me an s a cal e nd ar  p e r i o d  b e g i n n i n g  on J u l y  1 

of one c a l e n d a r  year a nd e n di n g o n  Ju ne  30 of the f o l l o w i n g  c a l e nd ar
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y e a r ;

(9) "taxable p r o p e r t y "  m ea ns  a p r o p e r t y  h a v i n g  c om me r c i a l

prod uc ti on .

* Sec. 9. AS 43.58.041 has b e e n  inc lu d ed  in sec. 8 of this Act so that 

per so ns  subject to the t ax u n d e r  AS 43.21 v/ill n ot b e a r  the c u m u l a t i v e  b u r­

den of b o t h  the tax u n d e r  AS 43.21 and AS 43.58. It is the intent of t he 

l e gi sl at ur e  that the i n c l u s i o n  of this s e c t i o n  g r a n t i n g  tax credits does not 

in any m a n n e r  chan g e the intent, validity, or e n f o r c e a b i l i t y  of the b a s i c  ad 

v a l o r e m  tax impo se d b y  this Act. If the inclusion of AS 43.58.041, or a n y  

D o r t i o n  of it, resul ts  in a judicial d ec is i o n  that the ad v a l o r e m  tax i m­

posed b y  this Act is invalid, then AS 43.58.041, or that p o r t i o n  of it that 

causes the invalidity, is vo i d and of no effect, arid AS 43.58, enact ed  in 

sec. 3 of this Act, shall be read as if that s e c t i o n  or that p o r t i o n  of it 

had n e v e r  b e e n  included.

* Sec. 10. If an e x e m p t i o n  u n d e r  AS 4 3.58.031(1), (2), or (3) is h e l d  

inv a li d b y  a final j u d g m e n t  of a c ourt f r o m  w h i c h  an appeal is not taken, 

th e n that e x e m p t i o n  is void, and AS 43.53, e n ac te d in sec. 8 of this Act, 

shall be r e a d  as if that ex em pt io n had never b e e n  included.

* Sec. 11. If the m e t h o d  of d et er m i n i n g  taxab le  income u n d e r  e i t h e r  

AS 4 3 . 2 1 . 0 2 0  or 4 3 . 2 1 . 0 3 0  is held inva li d b y  a final j u d g m e n t  of a c o u r t  

fr om  w h i c h  a n  appeal is not taken, and if as a result of that j u d g m e n t  a 

corporation, w h e t h e r  or n o t  a p a r t y  n a m e d  in that judgment, r e c e iv es  a r e­

fund of taxes or e s t i ma te d  taxes p ai d u nd er  AS 43.21, then the p r o v i s i o n s  of 

AS 4 3 . 2 0  a p pl y  to that c o r p o r a t i o n  for the entire p e r i o d  for w h i c h  it r e­

ceives the refund.

* Sec. 12. (a) Notv7ith3tanding the pr ov i s i o n s  of AS 4 3.58.021(b), e n­

acted i n  sec. 3 of this Act, the rate of levy u n d e r  AS 4 3. 5 8 for the t ax 

year b e g i n n i n g  J u l y  1, 1981, is 30 mills.

(b) N o t w i t h s t a n d i n g  the p r ov is io ns  of AS 43.53.041(c), e n a c t e d  in sec.
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8 of this Act, for the tax year b e g i n n i n g  J u l y  1, 1981, c redit u nder AS 43.- 

58.041(b) shall be a p p l i e d  on ly  to the extent that the c o m b i n e d  amount of 

a p p l i e d  c redit u n d e r  AS 43.58.041(a) and (b) does not e x c ee d t wo - th ir ds  of

the total amount of ta x levied u n d e r  AS 4 3.58 for all of the t a x p a y e r’s t a x­

able prope rt i es .

* Sec. 13. AS 4 3 .2 1. 04 0 (d ) and (e) are repealed.

* Sec. 14. AS 43. 5 5. 01 1( d) , 43.55.012(a), 43.55.018, 43.58.010, 4 3 . 5 8 . -  

020, 43.58.030, 43.58.040, 43.58.050, 43.58.060, 43.58.070, 43.58.080, 43 . - 

58.090, 43.58.100, 4 3.58.110, 43.58.150, 43.58.160, 43.53.170, 43.53.130, 

43.58.190, and 4 3 . 5 8 . 2 0 0  a re repealed.

* Sec. 15. S e c ti on s 1 - 7 ,  11, and 13 of this A ct are r e t r o a c t i v e  to 

J a n u a r y  1, 1978, and a p p l y  to tax ye a rs  b e g i n n i n g  after D e c e m b e r  31, 1977.

* Sec. 16. S e c t i o n s  S, 12, a n d  14 of this Act take ef fect Jul y 1, 1981.

* Sec. 17. Sections 9, 10, and 15 of this Act take ef fect i m m e d i a t e l y  in

a c c o r d a n c e  w i t h  AS 01 .1 0. 0 70 (c ).
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S t a t e  o f  A l a s k a

OFFICE OF THE GOVERNOR 
JUN'EAV

M a y  19, 1981

T h e  H o n o r a b l e  J i m  D u n c a n  
S p e a k e r  o f  t h e  H o u s e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V
Juneau, A K  99811 

D e a r  Mr. Speaker:

U n d e r  the a u t h o r i t y  o f  art. Ill, sec. 18, o f  the A l a s k a  
C o n s t i t u t i o n ,  I a m  s u b m i t t i n g  a s p o n s o r  s u b s t i t u t e  for 
H o u s e  Bil l 200, o r i g i n a l l y  i n t r o d u c e d  at m y  r e q u e s t  on 
F e b r u a r y  19, 1981. T h e  o r i g i n a l  b i l l  p r o p o s e d  a m e n d m e n t s  
o n l y  to the Oil a nd Gas C o r p o r a t e  I n co me  Tax, AS 43.21. 
T h i s  s p o n s o r  s u b s t i t u t e  c o n t a i n s  all o f  t he p r o v i s i o n s  of 
the o r i g i n a l  bill, b u t  i n c l u d e s  i n  a d d i t i o n  n e w  
p r o v i s i o n s  for an- ad v a l o r e m  p r o p e r t y  tax on oil 
re serves, w i t h  c r e d i t s  a l l o w e d  a g a i n s t  this tax for oil 
a n d  gas c o r p o r a t e  i n c o m e  taxes p a i d  u n d e r  AS 43.21.

i  i
O n  M a r c h  18, 1981, the l e g i s l a t i v e  l e a d e r s h i p  a n d  I
j o i n t l y  i s s u e d  a s t a t e m e n t  c o n c e r n i n g  p e n d i n g  oil a n d  gas 
t a x  issues. T h a t  s t a t e m e n t  c o n t a i n e d  a p l e d g e  t h a t  m y  
a d m i n i s t r a t i o n  a n d  t h e  l e g i s l a t i v e  l e a d e r s h i p  w o u l d  
u n d e r t a k e  a m u t u a l  e f f o r t  to a r r i v e  at an e q u i t a b l e  and 
r e s p o n s i b l e  p l a n  to p r o t e c t  the s o r e l y  n e e d e d  s t a t e  
r e v e n u e s  t h a t  h a v e  b e e n  p l a c e d  at r i s k  as a r e s u l t  o f  the 
p e n d i n g  c o n s t i t u t i o n a l  c h a l l e n g e  to the Oil a n d  Gas 
C o r p o r a t e  Income T a x  (AS 43.21). T h e  n e w  p r o v i s i o n s  in 
t h i s  s p o n s o r  s u b s t i t u t e  p r o v i d i n g  for a p r o p e r t y  t a x  on 
oil r e s e r v e s  r e p r e s e n t  t he f r ui ts  o f  t ho se  m u t u a l  
e f f o r t s .

S e c t i o n s  3 t h r o u g h  7 a n d  s e c t i o n s  11 a n d  13 o f  S S H B  200 
are, w i t h  som e a d d i t i o n a l  changes, the same as the 
o r i g i n a l  p r o v i s i o n s  o f  H o u s e  B i l l  200. T h e  m a j o r  
a d d i t i o n s  to the o r i g i n a l  bil l are f o u n d  in s e c t i o n  1 a nd 
i n  s e c t i o n  3 o f  t h e  bill. S e c t i o n  1 w o u l d  a m e n d  
AS 4 3 . 2 0 . 0 1 1 ( e )  to p r o v i d e  t h a t  i n c o m e  fro m s h a r i n g  in 
the 70 p e r c e n t  o f  a r e g i o n a l  c o r p o r a t i o n ' s  i n c o m e  fro m 
oil o r  gas p r o d u c t i o n  t h a t  m u s t  be d i v i d e d  a m o n g  the 
o t h e r  r e g i o n a l  c o r p o r a t i o n s  u n d e r  sec. 7(i) of t he A l a s k a  
N a t i v e  C l a i m s  S e t t l e m e n t  A c t  w o u l d  b e  t a x e d  u n d e r  AS
4 3 . 2 0  r a t h e r  t h a n  AS 43.21. T h e  p r i m a r y  r e a s o n  for this

r



p r o v i s i o n  is t h a t  w h i l e  t h e  30 p e r c e n t  o f  oil or gas 
p r o d u c t i o n  i n c o m e  t h a t  is r e t a i n e d  b y  a c o r p o r a t i o n  
r e s u l t s  f r o m  d i r e c t  a c t i v i t y  b y  t h a t  c or po r a t i o n ,  the 
s h a r e  o f  70 p e r c e n t  t h a t  is r e c e i v e d  b y  t h e  o t h e r  
c o r p o r a t i o n s  is, b y  co nt rast, s u f f i c i e n t l y  r e m o v e d  f r o m  
oil a n d  gas p r o d u c t i o n .  T h er e f o r e ,  t h e  70 p e r c e n t  s ha re  
is m o r e  a p p r o p r i a t e l y  t a x e d  u n d e r  AS 43.20.

T h e  o r i g i n a l  v e r s i o n  of H o u s e  B i l l  200 c o n t a i n e d  s e v e r a l  
p r o p o s e d  a m e n d m e n t s  to A S  4 3 . 2 1 . 0 2 0 ( c ) ,  r e l a t i n g  to 
d e d u c t i o n s  f r o m  g ro ss  i n c o m e  for i n t e r e s t  e x p e n s e s  a n d  
f o r  a d m i n i s t r a t i v e  a nd o v e r h e a d  exp en se s.  Th is  b i l l  n o w  
i n c l u d e s  t h r e e  a d d i t i o n a l  d e d u c t i o n s .  First, in p r o p o s e d  
A S  4 3 . 2 1 . 0 2 0 ( c ) (10), a d e d u c t i o n  w o u l d  b e  a l l o w e d  to a 
r e g i o n a l  N a t i v e  c o r p o r a t i o n  for t h e  70 p e r c e n t  o f  
p r o d u c t i o n  i n c o m e  t h a t  m u s t  b e  s h a r e d  u n d e r  A N C S A  w i t h  
t h e  o t h e r  r e g i o n a l  c o r p o r a t i o n s .  Second, a d e d u c t i o n  is 
a l l o w e d  a g a i n s t  g r o s s  p r o d u c t i o n  i n c o m e  for any t a x e s  
a c t u a l l y  p a i d  u n d e r  t he oil r e s e r v e s  p r o p e r t y  t ax 
p r o v i s i o n s  in sec. 8 o f  th is  bill. Finally, a d e d u c t i o n  
w o u l d  b e  a l l o w e d  to t a x p a y e r s  for t ax e s i m p o s e d  u n d e r  the 
f e d e r a l  W i n d f a l l  P r o f i t  Tax. T h e s e  ki nd s o f  t a x e s  are 
o f t e n  a l l o w e d  b y  s t a t e s  as d e d u c t i o n s  f r o m  g r os s i n c o m e  
u n d e r  s t a t e  i n c o m e  taxes, a nd a l l o w i n g  t h e m  to b e  
d e d u c t e d  u n d e r  the O il a n d  Gas C o r p o r a t e  I n co me  T a x  pu'ts 
t o  r e s t  a n y  c l a i m  b y  t h e  t a x p a y e r s  t h a t  t h e  f a i l u r e  to 
a l l o w  t h e s e  d e d u c t i o n s  r e s u l t s  in d i s c r i m i n a t o r y  
t r e a t m e n t .

S e c t i o n  8 • of- thi s  b i l l  w o u l d  p r o v i d e  for an ad v a l o r e m  
p r o p e r t y  t a x  on oil reserves. A f t e r  r e v i e w i n g  the 
a v a i l a b l e  options, I am c o n v i n c e d  chat this is the b e s t  
m e t h o d  o f  a d d r e s s i n g  t h e  s t a t e ' s  n e e d  to p r o t e c t  the 
r e v e n u e s  t h a t  h a v e  b e e n  p l a c e d  at r i s k  as a r e s u l t  o f  the 
l e g a l  c h a l l e n g e  to th e Oil a nd G a s  C o r p o r a t e  Income Tax. 
C l e a r l y  it' w o u l d  b e  t o t a l l y  i r r e s p o n s i b l e  to do n o t h i n g  
t o  p r o t e c t  t h e s e  r e v e n u e s  t h a t  are so c r i t i c a l  to the 
state. W h i l e  t h e r e  m a y  b e  o t h e r  w a y s  to r a i s e  s u f f i c i e n t  
r e v e n u e s  to m e e t  a n y  .judgment t h a t  m i g h t  be r e n d e r e d  
a g a i n s t  t h e  s t a t e  in t h e  e v e n t  t he oil c o mp an ie s'  legal 
c h a l l e n g e  is s uc ce s s f u l ,  t h e s e  o t h e r  w a y s  w o u l d  s e v e r e l y  
u n d e r c u t  e f f o r t s  to e n c o u r a g e  e c o n o m i c  d i v e r s i f i c a t i o n  
a n d  to r e d u c e  o u r  s e v e r e  e c o n o m i c  d e p e n d e n c e  on 
n o n r e n e w a b l e  r e s o u r c e  d e v e l o p m e n t .  A t  the sam e time, b y  
a l l o w i n g  a c r e d i t  a g a i n s t  t h e  oil r e s e r v e s  tax for i n c o m e  
t a x e s  p a i d  u n d e r  AS 43.21, the o v e r a l l  tax b u r d e n  o n  the 
o i l  i n d u s t r y  r e m a i n s  s u b s t a n t i a l l y  u nc h an ge d,  and thus 
p r e s e n t  a n d  f u t u r e  o il e x p l o r a t i o n  a n d  d e v e l o p m e n t  
a c t i v i t i e s  w i l l  n o t  b e  a d v e r s e l y  affected.

P r o p o s e d  A S  4 3 . 5 8 . 0 3 1  w o u l d  a l l o w  c e r t a i n  e x e m p t i o n s  f r o m  
t h e  p r o p e r t y  tax. I n t e r e s t s  in t a x a b l e  p r o p e r t y  h e l d  b y  
t h e  s t a t e  o r  b y  the U n i t e d  S t a t e s  w o u l d  n o t  be s u b j e c t  to 
t h e  tax. O f  course, a l e a s e h o l d  or o t h e r  i n t e r e s t  in
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s t a t e  o r  f e de ra l l ands h e l d  b y  a t h i r d  p a r t y  w o u l d  be 
t a x a b l e .  Simila rl y,  I h a v e  b e e n  a d v i s e d  t h a t  t h e r e  is 
s u b s t a n t i a l  r e a s o n  to b e l i e v e  t h a t  u n d e r  sec. 21(d) o f  
A N CS A,  C o n g r e s s  h a s  p r o h i b i t e d  th e s t a t e  f r o m  i m p o s i n g  a 
p r o p e r t y  t a x  on d e v e l o p e d  o r  l e a s e d  l a nd s r e c e i v e d  u n d e r  
t h e  A c t  for a t w e n t y - y e a r  p e r i o d  (until a f t e r  D e c e m b e r  
1991). A l t h o u g h  s o m e  a r g u m e n t s  to the c o n t r a r y  c o u l d  b e  
r a i s e d  b y  t he state, I b e l i e v e  t h a t  t he b e t t e r  c o u r s e  of 
a c t i o n  is to a v o i d  a l eg al  b a t t l e  o v e r  th is  q u e s t i o n  —  
p a r t i c u l a r l y  one in w h i c h  w e  w o u l d  n o t  b e  l i k e l y  to 
p r e v a i l .  Thus, t h e  b i l l  w o u l d  e x e m p t  t h a t  p r o p e r t y  o n l y  
to t h e  e x t e n t  r e q u i r e d  b y  ANCS A.  L e a s e h o l d s  and s i m i l a r  
i n t e r e s t s  h e l d  b y  t h i r d  p a r t i e s  i n  t h i s  p r o p e r t y  w o u l d  
n o t  b e  e x e m p t  f r o m  t h e  p r o p e r t y  tax. A d d i t i o n a l l y ,  the  
b i l l  w o u l d  e x e m p t  gas r e s e r v e s  f r o m  t h e  p r o p e r t y  tax. 
B e c a u s e  o f  t h e  s o m e w h a t  p r e c a r i o u s  e c o n o m i c  s i t u a t i o n  
w i t h  r e s p e c t  to n a t u r a l  gas p r o d u c t i o n  and 
t r a n s p o r t a t i o n ,  e v i d e n c e d  in p a r t  b y  the d i f f i c u l t i e s  
t h a t  h a v e  a t t e n d e d  e f f o r t s  to o b t a i n  f i n a n c i n g  for a 
n a t u r a l  gas p i p e l i n e  f r o m  t he P r u d h o e  B a y  fields, I am 
r e l u c t a n t  to i m p o s e  a n y  p o s s i b l e  a d d i t i o n a l  t a x  b u r d e n s  
o n  n a t u r a l  gas at thi s time. T h e  e x e m p t i o n  p r o v i s i o n  is 
s t r u c t u r e d  in s u c h  a w a y  t h a t  if c i r c u m s t a n c e s  c h a n g e  in 
f u t u r e  years, t h e  l e g i s l a t u r e  c a n  r e m o v e  t h i s  e x e m p t i o n  
w i t h o u t  h a v i n g  to p e r f o r m  m a j o r  s u r g e r y  o n  t he r e s e r v e s  
tax.

I r e c o g n i z e  t h a t  th i s b i l l  is c o m i n g  to t h e  l e g i s l a t u r e  
r e l a t i v e l y  l at e i n  the session. How e ve r,  the c o n c e p t s  
e m b o d i e d  in t h e  b i l l  h a v e  b e e n  u n d e r  d i s c u s s i o n  a n d  cl os e  
r e v i e w  b y  'the l e g i s l a t i v e  l e a d e r s h i p  f o r  m a n y  months, and 
t h e  p r o v i s i o n s  in the b i l l  s h o u l d  c o m e  as n o  surprise. 
T h e r e f o r e ,  I c a n  in g o o d  c o n s c i e n c e  e x p r e s s  to y o u  m y  
s e n s e  o f  u r g e n c y  in o b t a i n i n g  a c t i o n  o n  t h i s  b i l l  this 
s e s si on .  T h e  i s s u e s  h a v e  b e e n  b e f o r e  y o u  f or som e time 
now, a n d  the s t a t e ' s  p r o b l e m s  w i l l  o n l y  b e  e x a c e r b a t e d  b y  
delay.



FISCAL ■ NOTE.I. REQUESTBill/Resolution No. Sponsor Substitute for HB 200 (Page 1 o f  3)______________Title Act relating to oil and gas taxes; effective date ~~~Requested by______________________________________________________________  Date MaY 19°1
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II. FISCAL DETAILAgency Affected_________ Revenue___ ________________________________________________________________Program Category Affected General Government______________ _ __________________________BRU, Program, or Subprogram(s) Affected Petroleum Revenue Division_______________________(Note: If more than one budget component is affected, separate Iine-item amounts and funding for each component in the analysis section.)EXPENDITURES (Thousands of Dollars)FY 81 FY 82 j FY 83 FY 84 FY 85 FY 86100 PERSONAL SERVICES200 TRAVEL300 CONTRACTUAL400 COMMODITIES500 EOUIPMENT600 LAND & STRUCTURES.700 GRANTS. CLAIMS. ETC.TOTAL
FUNDING (Thousands of Dollars) See ANALYSIS belowGENERAL FUND 1FEDERAL FUNDS 1 •» *OTHER (Soecifv Fund Source)

.. .

.......... JPOSITIONSFULL TIMEPART TIMETEMPORARY
III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III) Figures in $millionsFY 82 FY 83 FY 84 FY 85 TotalPresent AS 43.21 1142 to 1177 1356 to 1491 1474 to 1751 1585 to 2042 5557 to 6461New AS 43 21 787 to 794 860 to 891 951 to 1018 1008 to 1107 3606 to 3810New AS 43.58 601 to 722 429 to 590 474 to 1244 522 to 817 2026 to 3373Retro. "Warts" -83 0 0 0  -83Retro. WPT -156 0 0 0 -156New Cash Flow 1149 to 1277 1289 to 1481 1425 to 2262 1530 to 1924 5393 to 6944FISCAL IMPACT 7 to 100 -67 to -10 -49 to 511 -55 to -118 -164 to 483(see also attached tables)IV. DATE /£ /?#/___________ PREPAREDLY _____________
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F I S C A L  I M P A C T  O F  S S H B  2 0 0("High-Price" Case)
( P a g e  3 o fFY 82 FY 83 FY 84 FY 85Present AS 43.21 1177 1491 1751 2042"Warts" Deduction 33 37 40 44Windfall Profit Tax 333 498 622 784AS 43.58 Deduction 1/ 17 65 71 107383 600 733 935New AS 43.21 794 891 1018 1107

Gross AS 43.58 2/ 2165 2075 2262 1924"Sec. 41(a) Credit" 3/ 794 891 1018 1107"Sec. 41(b) Credit" 3/ 650 594 0 0Net AS 43.58 722 590 1244 817
1/ Equals 1/4 of current year's net AS 43.58 plus 3/4 of previous year'snet AS 43.58, times 9.4 percent.2/ Computed using a 19% discount rate, 30 mills in f ir s t  year, 25 millsin next two years-, and 20 mills thereafter.3/ FY 82 credits together equal 2/3 of gross AS 43.58; FY 83 "Sec. 41(b) credit" equals remaining credit from an original amount of 1244.



FISCAL IMPACT OF SSHB 200("Low-Price" Case) (Page 2 o f  3)
FY 82 FY 83 FY 84 FY 8EPresent AS 43.21 1142 1356 1474 1585"Warts" Deduction 33 37 40 44Windfall Profit Tax 308 407 442 487AS 43.58 Deduction 1/ 14 52 41 46355 492 523 575New AS 43.21 787 860 951 1C08

Gross AS 43.58 2/ 1803 1715 1828 1530"Sec. 41(a) Credit" 3/ 787 860 951 1008"Sec. 41(b) Credit" 3/ 415 426 403 0Net AS 43.58 601 429 474 522
\J Equals 1/4 of current year's net AS 43.58 plus 3/4 of previcus year'snet AS 43.58, times 9.4 percent.2/ Computed using a 19% discount rate, 30 mills in f ir s t  year, 25 mills in next two years-, and 20 mills thereafter.3/ FY 82 credits together equal 2/3 of gross AS 43.58; FY 83 credits to­gether equal 3/4 of gross AS 43.58; FY 84 "Sec. 41(b) credit" equalsremaining credit from an original amount of 1244.
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S

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)For the fir s t  year, costs for consultants will be higher than in the future. We estimate 123 days of consultant time at $450/day plus travel outside and to Alaska. An additional 20 days, of time preparing for appeals is anticipated. Total consultant costs would therefore be $66,750 for the fir s t  year. Travel by Division s ta ff would add another $7,080 in the fir s t  year. For later years, we assume contract time and travel will drop to about $42,040 in FY 83. After that, we have added a 20% per year inflation (tickets, fees, and per diem). No new positions are needed, although some reshuffling of responsibilities may occur.
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' AGENCY _ f j j -------------------  „
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H O U S E  S P E C I A L  G A S  P I P E L I N E  C O M M IT T E E

Letter of Intent 
CS SSHB 200 (GP)

As stated in the legislation, the purpose of the Comm.ttee 
Substitute for SSHB 200 is to protect and stabilize Alaska's oil 
revenues. Both the technical amendments to the oil & gas corporate 
income tax (AS 43.21) and the proposed tax on reserves contained in SSHB 
200 accomplish this purpose. An ad valorem tax on producing oil 
reserves is an especially appropriate backstop for AS 43.21 because of 
its basis in the net present value of a field, paralleling the stream of 
income from that field.

The Committee has received extensive legal and fiscal analyses of 
the proposed legislation. The legal analysis was prepared for the 
Committee by Preston, Thorgrimson, Ellis & Holman and is entitled A  
Sound Strate-'v for Protecting Alaska's Oil & Gas Revenues: An Analysis
of the Proposed Backstop Legislation. The Department of Revenue has 
submitted a report to the Committee entitled Fiscal Analysis of the 
Proposed Backstop Legislation. Both reports are hereby formally 
submitted as part of this Committee report on CS SSHB 200.

Alaska's tax burden on oil & gas is progressive and equitable. The 
States's major taxes on oil & gas - the production tax (AS 43.55), the 
oil & gas corporate income tax (AS 43.21), and the proposed ad valorem 
tax on producing reserves - are all designed to tax only profitable 
production income and not marginal properties. In recognition of this 
emphasis, CS SSHB 200 grants an exemption for natural gas from the 
proposed ad valorem tax. The tenuous nature of two major natural gas 
projects of national inportanee based on Alaskan gas reserves - the 
Pacific LNG project in Cook Inlet and the Alaska Natural Gas 
Transportation System - were of special concern to the Committee, and 

' the exemption was supported in the testimony taken by the Committee.

CS SSHB'200 will provide legal and fiscal stability for the State's 
petroleum tax policy, a policy that places Alaska in a very' attractive 
position for oil and gas development. In a memorandum to the 
legislature, dated May 1981, an international petroleum economist 
summarized the comparative nature of Alaska's tax climate by stating,
"In comparing • the profitability of Alaskan oil with that elsewhere in 
the world, it is quite clear that it is probably the most profitable 
investment area in the world."

H o u s e  S p e c i a l  G a s  P i p e l i n e  C o m m it t e e
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O r i g i n a l  s p o n s o r :  R u l e s / G o v e r n o r  O f f e r e d :  6 / 3 / 8 1
R e f e r r e d :  F i n a n c e

B Y  T H E  S P E C I A L  GAS
I N  T H E  H O U S E  P I P E L I N E  C O M M IT T E E

CS FOR S PO N SO R S U B S T I T U T E  FOR H O U S E  B I L L  N O .  2 0 0  ( G a s  P i p e l i n e )

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

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

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  o i l  a n d  g a s  t a x e s ;  a n d  p r o v i d i n g

f o r  a n  e f f e c t i v e  d a t e . "

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  A L A S K A :

*  S e c t i o n  1 .  AS 4 3 . 2 0 . 0 1 1 ( e )  i s  a m e n d e d  t o  r e a d :

( e )  T h e r e  i s  i m p o s e d  f o r  e a c h  t a x a b l e  y e a r  u p o n  t h e  e n t i r e  t a x ­

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

a  t a x  c o n s i s t i n g  o f  a  n o r m a l  t a x  e q u a l  t o  5 . 4  p e r c e n t  o f  t a x a b l e  i n ­

c o m e ,  a n d  a  s u r t a x  w h i c h  i s  e q u a l  t o  4 . 0  p e r c e n t  o f  t a x a b l e  i n c o m e ,  e x ­

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

d e r i v e s  i n c o m e  f r o m  [E N G A G E D  I N ]  t h e  p r o d u c t i o n  o r  p i p e l i n e  t r a n s p o r t a ­

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

p a i d  i n  a c c o r d a n c e  w i t h  AS  4 3 . 2 1 .  I n c o m e  f r o m  s h a r i n g  i n  a  r e g i o n a l  

N a t i v e  c o r p o r a t i o n ' s  r e v e n u e  t h a t  i s  r e q u i r e d  t o  b e  d i v i d e d  u n d e r  

s e c .  7 ( i )  a n d  s e c .  7 ( j )  o f  t h e  A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  A c t  

( P . L .  9 2 - 2 0 3 )  i s  t a x a b l e  i n c o m e  o f  t h e  r e c i p i e n t  u n d e r  t h i s  c h a p t e r ,  

e x c e p t  t h a t  a  r e c i p i e n t  w h o  i s  s u b j e c t  t o  A S  4 3 . 2 1  s h a l l  t r e a t  t h e  

i n c o m e  a s  t a x a b l e  u n d e r  AS  4 3 . 2 1 . 0 4 0 .  F o r  t a x  y e a r s  b e g i n n i n g  a f t e r  

D e c e m b e r  3 1 ,  1 9 7 9 ,  t h e  s u r t a x  e x e m p t i o n  i s  $ 5 0 , 0 0 0 .  F o r  c o n t r o l l e d  

c o r p o r a t i o n s  d e s c r i b e d  i n  s e c s .  1 5 6 1  -  1 5 6 3  o f  t h e  I n t e r n a l  R e v e n u e  

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

*  S e c .  2 .  A S  4 3 . 2 1 . 0 1 0  i s  a m e n d e d  t o  r e a d :

S e c .  4 3 . 2 1 . 0 1 0 .  A P P L I C A T I O N .  T h i s  c h a p t e r  a p p l i e s  t o  e v e r y  c o r ­

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

d u c t i o n  o f  o i l  o r  g a s  f r o m  a  l e a s e  o r  p r o p e r t y  i n  t h e  s t a t e  [ , ]  o r  f r o m
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t h e  p i p e l i n e  t r a n s p o r t a t i o n  o f  o i l  o r  g a s  i n  t h e  s t a t e .  T h e  t a x  c a l c u ­

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

c o r p o r a t i o n  d u r i n g  t h e  t a x  p e r i o d  a s  d e t e r m i n e d  u n d e r  [ D E F I N E D  I N ]

AS 4 3 . 2 1 . 0 2 0  -  4 3 . 2 1 . 0 4 0  a n d  i s  c a l c u l a t e d  [ D E T E R M I N E D ]  a t  t h e  r a t e s  

e s t a b l i s h e d  u n d e r  AS  4 3 . 2 0 . 0 1 1 ( e ) .

*  S e c .  3 .  A S  4 3 . 2 1 . 0 2 0 ( c )  i s  a m e n d e d  t o  r e a d :

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

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

( 1 )  r o y a l t i e s  p a i d  i n  k i n d  o r  i n  v a l u e :

( 2 )  t a x e s  i m p o s e d  u n d e r  A S  4 3 . 5 5  a n d  AS  4 3 . 5 7  w h i c h  a r e  a c ­

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

l e a s e  o r  p r o p e r t y  i n  t h e  s t a t e ;

( 3 )  " a x e s  i m p o s e d  u n d e r  A S  4 3 . 5 6  a n d  A S  2 9 . 5 3  w h i c h  a r e  a c ­

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

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

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

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

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

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

w a s  a s s o c i a t e d ;

( 4 )  t h e  d i r e c t  c o s t s  i n c u r r e d  b y  o r  f o r  t h e  c o r p o r a t i o n  i n  

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

i n g ,  g a t h e r i n g ,  t r e a t i n g ^  o r  p r e p a r i n g  t h e  o i l  o r  g a s  f o r  p i p e l i n e  

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

a n d  n o t  i n c l u d i n g  a n y  i n d i r e c t  c o s t  o r  o v e r h e a d  e x p e n s e ;

( 5 )  d e p r e c i a t i o n  ( u s i n g  t h e  u n i t  o f  p r o d u c t i o n  m e t h o d  o r  

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

t a b l i s h )  o n  p r o p e r t y  u s e d  d i r e c t l y  i n  t h e  p r o d u c t i o n ,  g a t h e r i n g ,  t r e a t -  

m e n t j _  o r  p r e p a r a t i o n  o f  t h e  o i l  o r  g a s  f o r  p i p e l i n e  t r a n s p o r t a t i o n  i n -
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2 9

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

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

t o  t h e  t a x p a y e r  d u r i n g  t h e  y e a r  i n  w h i c h  i t  i s  c a p i t a l i z e d ;

( 6 )  t h e  a m o r t i z a t i o n  o f  l e a s e  a c q u i s i t i o n  p a y m e n t s  a n d  t a x e s  

p a i d  o r  i n c u r r e d  u n d e r  AS 4 3 . 5 6  a n d  AS  2 9 . 5 3  ( i n c l u d i n g  c a p i t a l i z e d  i n ­

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

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

e r t y  i s  b e i n g  u s e d ;

( 7 )  i n t e r e s t  e x p e n s e  o f  t h e  c o r p o r a t i o n ^  n o t  c a p i t a l i z e d  

d u r i n g  c o n s t r u c t i o n ,  t h a t  w a s  p a i d  o r  i n c u r r e d  i n  c o n n e c t i o n  w i t h  p r o p ­

e r t y  i n  A l a s k a ;  h o w e v e r ,  u n l e s s  ( f )  o f  t h i s  s e c t i o n  a p p l i e s ,  t h e  i n t e r ­

e s t  e x p e n s e  m a y  [T O  T H E  E X T E N T  T H A T  I T  D O E S ]  n o t  e x c e e d  t h a t  p o r t i o n  o f  

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

p o r a t i o n  i s  a  p a r t ,  d e t e r m i n e d  b y  m u l t i p l y i n g  t h e  t o t a l  i n t e r e s t  [ ( R E ­

DU CED BY  IN T E R C O M P A N Y  T R A N S A C T I O N S  W I T H I N  T H E  C O N S O L ID A T E D  B U S I N E S S ) ]  

b y  a  f r a c t i o n ,  t h e  n u m e r a t o r  o f  w h i c h  i s  t h e  v a l u e  o f  t h e  c o r p o r a ­

t i o n ' s  r e a l  a n d  t a n g i b l e  p e r s o n a l  p r o p e r t y  u s e d  d i r e c t l y  i n  t h e  p r o d u c ­

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

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

o f  t h e  c o n s o l i d a t e d  b u s i n e s s ;  i n  t h i s  s u b s e c t i o n ,  " t o t a l  i n t e r e s t  p a i d  

.>y t h e  c o n s o l i d a t e d  b u s i n e s s "  d o e s  n o t  i n c l u d e  i n t e r e s t  e x p e n s e  a r i s i n g  

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

t o  t h e  e x t e n t  t h a t  t h e  i n t e r e s t  e x p e n s e  r e f l e c t s  a  p a s s - t h r o u g h  o f  i n ­

t e r e s t  o n  a  t h i r d - p a r t y  b o r r o w i n g  b y  t h e  p a r e n t  o r  o t h e r  m e m b e r  o f  t h e  

c o n s o l i d a t e d  b u s i n e s s  w i t h  t h e  p u r p o s e ,  e x p r e s s e d  a t  t h e  t i m e  o f  t h e  

t h i r d - p a r t y  b o r r o w i n g ,  o f  f i n a n c i n g  A l a s k a  b u s i n e s s  a c t i v i t y  o f  t h e  

t a x p a y e r  c o r p o r a t i o n ;

( 8 )  e x p e n s e s  i n c u r r e d  b y  t h e  c o r p o r a t i o n  a f t e r  D e c e m b e r  3 1 ,  

1 9 7 7_j_ o f  u n s u c c e s s f u l  e x p l o r a t i o n  o f  o i l  o r  g a s  i n  t h e  s t a t e  i n c l u d i n g
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t h e  a c q u i s i t i o n  c o s t s  o f  a b a n d o n e d  p r o p e r t i e s ,  d r y  h o l e  c o s t S j _  a n d  t h e  

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

d o n e d  p r o p e r t i e s ;

( 9 )  g e n e r a l  o v e r h e a d  o r  a d m i n i s t r a t i v e  e x p e n s e  i n c u r r e d  b y  

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

o i l  o r  g a s  f r o m  a  l e a s e  o r  p r o p e r t y  i n  t h e  s t a t e  t o  t h e  e x t e n t , e x c e p t  

a s  p r o v i d e d  i n  ( f )  o f  t h i s  s e c t i o n ,  t h a t  i t  d o e s  n o t  e x c e e d  [ T H E  L E S S E R  

O F :

( A ) ]  t h a t  p o r t i o n  o f  t h e  t o t a l  g e n e r a l  o v e r h e a d  o r  a d ­

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

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

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

t h e  n u m e r a t o r  o f  w h i c h  i s  t h e  v a l u e  o f  t h e  c o r p o r a t i o n ’ s  r e a l  a n d

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

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

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

o f  t h e  c o n s o l i d a t e d  b u s i n e s s ^

( 1 0 )  t h e  a m o u n t  o f  i n c o m e  f r o m  t h e  p r o d u c t i o n  o f  o i l  a n d  g a s  

f r o m  a  l e a s e  o r  p r o p e r t y  t h a t  i s  d i v i d e d  a m o n g  t h e  r e g i o n a l  N a t i v e  

c o r p o r a t i o n s  u n d e r  s e c .  7 ( i )  o f  t h e  A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  

A c t  ( P . L . 9 2 - 7 . 0 3 ) ;

( 1 1 )  t h e  a m o u n t  b y  w h i c h  t h e  t o t a l  t a x  p a i d  o r  i n c u r r e d  b y

t h e  t a x p a y e r  u n d e r  AS  4 3 . 5 8  f o r  l e a s e s  o r  p r o p e r t i e s  i n  t h e  s t a t e  e x ­

c e e d s  t h e  a m o u n t  o f  c r e d i t  a l l o w e d  t o  t h e  t a x p a y e r  u n d e r  AS 4 3 . 5 8 . 0 4 1 ;

( 1 2 )  t h e  t a x  i m p o s e d  b y  s e c .  4 9 8 6  o f  t h e  I n t e r n a l  R e v e n u e  

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

l e a s e s  o r  p r o p e r t i e s  i n  t h e  s t a t e  [ ,  OR

( B )  T H E  SOM OF $ 0 . 1 2  FOR E A C H  B A R R E L  O F  O I L  AND $ 0 . 0 2  

FOR E AC H  T H O U S A N D  C U B I C  F E E T  O F  GAS P RO D UC ED FROM A  L E A S E  OR P R O P -
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*  S e c .  4 .  AS  4 3 . 2 1 . 0 2 0  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :

( f )  I f  a  c o r p o r a t i o n  d e m o n s t r a t e s  t o  t h e  s a t i s f a c t i o n  o f  t h e  d e ­

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

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

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

a n  a m o u n t  g r e a t e r  t h a n  t h e  a m o u n t  d e t e r m i n e d  u n d e r  ( c ) ( 7 )  o r  ( c ) ( 9 )  o f  

t h i s  s e c t i o n ,  t h e  d e p a r t m e n t  m a y  a l l o w  t h e  c o r p o r a t i o n  t o  d e d u c t  t h e  

g r e a t e r  a m o u n t .

*  S e c .  5 .  AS  4 3 . 2 1 . 0 4 0 ( b )  i s  r e p e a l e d  a n d  r e e n a c t e d  t o  r e a d :

( b )  T h e  t o t a l  t a x a b l e  i n c o m e  o f  t h e  c o n s o l i d a t e d  b u s i n e s s  i s  i t s  

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

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

t h i s  s e c t i o n ,

( 1 )  f o r  a  m e m b e r  o f  a  c o n s o l i d a t e d  b u s i n e s s  w h o  i s  r e q u i r e d  

t o  f i l e  u n d e r  t h e  I n t e r n a l  R e v e n u e  C o d e ,  " e n t i r e  i n c o m e "  m e a n s  t a x a b l e  

i n c o m e  u n d e r  S u b t i t l e  F  a n d  c h a p t e r  1 o f  S u b t i t l e  A  o f  t h e  I n t e r n a l  

R e v e n u e  C o d e  o f  1 9 5 4 ,  a s  a m e n d e d ,  e x c e p t  t h a t  t h o s e  p r o v i s i o n s  a d o p t e d  

a f t e r  D e c e m b e r  3 1 ,  1 9 7 5 ,  w h i c h  c h a n g e  o r  m o d i f y  e x e m p t i o n s  f r o m  t a x  a r e  

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

J a n u a r y  1 f o l l o w i n g  t h e  e f f e c t i v e  d a t e  o f  t h e  f e d e r a l  l a w ;

( 2 )  f o r  a  m e m b e r  o f  a  c o n s o l i d a t e d  b u s i n e s s  w h o  i s  n o t  

r e q u i r e d  t o  f i l e  u n d e r  t h e  I n t e r n a l  R e v e n u e  C o d e ,  " e n t i r e  i n c o m e "  m e a n s  

b o o k  i n c o m e ,  e x c e p t  t h a t  a  t a x p a y e r  m a y  e l e c t  t o  r e p o r t  h i s  i n c o m e  a s

t h e  i n c o m e  w o u l d  b e  d e t e r m i n e d  u n d e r  ( 1 )  o f  t h i s  s u b s e c t i o n .

*  S e c .  6 .  AS 4 3 . 2 1 . 0 5 0  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :

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

t h i s  c h a p t e r  d o  n o t  f a i r l y  r e p r e s e n t  t h e  e x t e n t  o f  a  c o r p o r a t i o n ' s  

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

t i o n ' s  b u s i n e s s  a c t i v i t y ,  i f  r e a s o n a b l e ,  t h e  e m p l o y m e n t  o f  a n y  m e t h o d  

a u t h o r i z e d  u n d e r  a r t .  I V ,  s e c .  1 8 ,  o f  t h e  m u l t i s t a t e  t a x  c o m p a c t  

( A S  4 3 . 1 9 . 0 1 0 )  t o  e f f e c t u a t e  a n  e q u i t a b l e  a l l o c a t i o n  a n d  a p p o r t i o n m e n t  

o f  t h e  c o r p o r a t i o n ' s  i n c o m e .  T h e  c o m m i s s i o n e r  s h a l l  i n c l u d e  i n  h i s  

a n n u a l  r e p o r t  r e q u i r e d  i n  AS  4 3 . 2 1 . 1 1 0  a  r e p o r t  o n  a l l  r e l i e f  g r a n t e d  

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

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

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

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

*  S e c .  7 .  AS 4 3 . 2 1 . 0 7 0  i s  a m e n d e d  t o  r e a d :

S e c .  4 3 . 2 1 . 0 7 0 .  P A Y M E N T  OF T A X .  T h e  t a x  l e v i e d  u n d e r  t h i s  c h a p ­

t e r  i s  p a y a b l e  t o  t h e  d e p a r t m e n t  o n  o r  b e f o r e  S e p t e m b e r  3 0  o f  e a c h  y e a r  

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

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

q u i r e .  T h i s  t a x  i s  p a y a b l e  o n  t h e  d u e  d a t e  s e t  o u t  i n  t h i s  s e c t i o n  

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

a b i l i t y  o r  a p p l i c a t i o n  o f  t h i s  c h a p t e r  o r  a n y  p r o v i s i o n  o f  t h i s  c h a p t e r  

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

*  S e c .  8 .  AS 4 3 . 5 8  i s  a m e n d e d  b y  a d d i n g  n e w  s e c t i o n s  t o  r e a d :

S e c .  4 3 . 5 8 . 0 1 1 .  F I N D I N G S  AND P U R P O S E S .  ( a )  T h e  l e g i s l a t u r e  

f i n d s  t h a t

( 1 )  s i n c e  S t a t e h o o d  t h e  l e v e l  o f  p u b l i c  s e r v i c e s  a n d  p u b l i c  

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

m u c h  b e l o w  t h e  l e v e l  p r o v i d e d  b y  o t h e r  s t a t e s  t o  t h e i r  c i t i z e n s ,  a n d  

t h i s  i n a d e q u a c y  h a s  b e e n  t h e  r e s u l t  o f  i n s u f f i c i e n t  s t a t e  r e v e n u e s ;

( 2 )  t h e r e  e x i s t s  i n  A l a s k a  t o d a y  a  l e v e l  o f  p u b l i c  s e r v i c e s  

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

e n t i t l e d  t o  e x p e c t ,  a n d  t h e s e  u n m e t  n e e d s  i n c l u d e  i n a d e q u a t e  p u b l i c
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t r a n s p o r t a t i o n  f a c i l i t i e s ,  i n a d e q u a t e  p u b l i c  h e a l t h  c a r e  f a c i l i t i e s  a n d  

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

e d u c a t i o n  f a c i l i t i e s ,  i n a d e q u a t e  l e v e l s  o f  p o l i c e  p r o t e c t i o n ,  o v e r ­

b u r d e n e d  j u s t i c e  f a c i l i t i e s ,  a n d  i n a d e q u a t e  e n e r g y  f a c i l i t i e s ,  a n d  a n  

e c o n o m y  o v e r l y  d e p e n d e n t  o n  n o n r e n e w a b l e  r e s o u r c e  d e v e l o p m e n t ;

( 3 )  w i t h  t h e  i n c r e a s e d  r e v e n u e s  t h a t  h a v e  r e s u l t e d  f r o m  

i n c r e a s e d  d e v e l o p m e n t  o f  o i l  r e s o u r c e s  i n  A l a s k a ,  t h i s  l e g i s l a t u r e ,  

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

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

n e e d s  d e s c r i b e d  i n  ( 2 )  o f  t h i s  s u b s e c t i o n ,  a n d  i t  w i l l  t a k e  m a n y  y e a r s  

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

( 4 )  a  p a r t  o f  t h i s  p r o g r a m  i n c l u d e s  p r e p a r i n g  f o r  t h e  t i m e  

w h e n  t h e  r e v e n u e s  d e r i v e d  f r o m  A l a s k a ' s  n o n r e n e w a b l e  r e s o u r c e s  b e g i n  t o  

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

f u n d ,  e n c o u r a g i n g  d e v e l o p m e n t  o f  r e n e w a b l e  r e s o u r c e s ,  a n d  e n c o u r a g i n g  

e c o n o m i c  d i v e r s i f i c a t i o n  e f f o r t s ;

( 5 )  t h e r e  i s  p r e s e n t l y  p e n d i n g  i n  t h e  c o u r t s  l i t i g a t i o n  

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

O i l  a n d  G a s  C o r p o r a t e  I n c o m e  T a x  ( A S  4 3 . 2 1 ) ,  a n d  i f  t h e  t a x p a y e r s  i n  

t h a t  l i t i g a t i o n  a r e  s u c c e s s f u l ,  t h e  f u t u r e  r e v e n u e s  a v a i l a b l e  t o  m e e t  

t h e  i m p o r t a n t  p u b l i c  n e e d s  d e s c r i b e d  i n  ( 2 )  o f  t h i s  s u b s e c t i o n  w i l l  b e  

s i g n i f i c a n t l y  d i m i n i s h e d ;

( 6 )  i t  i s  i n  t h e  p u b l i c  i n t e r e s t  t o  p r o v i d e  a n  a l t e r n a t i v e  

m e a n s  o f  g e n e r a t i n g  r e v e n u e s  s u f f i c i e n t  t o  m e e t  t h e  s t a t e ' s  p r e s e n t  a n d  

f u t u r e  n e e d s  i f  t h e  c o n s t i t u t i o n a l  c h a l l e n g e  t o  AS  4 3 . 2 1  i s  s u c c e s s f u l ;

( 7 )  i m p o s i n g  a d d i t i o n a l  o r  a l t e r n a t i v e  s t a t e  t a x e s  u p o n  

s m a l l  b u s i n e s s e s  a n d  n e w l y  d e v e l o p i n g  i n d u s t r i e s  i n  A l a s k a  w o u l d  h a v e  a  

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

t e r p r o d u c t i v e  t o  e f f o r t s  t o  e n c o u r a g e  e c o n o m i c  d i v e r s i f i c a t i o n ;
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( 8 )  t h e  l e v e l  o f  t a x a t i o n  c u r r e n t l y  i m p o s e d  b y  t h e  s t a t e  o n  

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

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

A l a s k a ;

( 9 )  d e v e l o p m e n t  o f  n a t u r a l  g a s  r e s o u r c e s  i n  A l a s k a  h a s  

l a g g e d  b e h i n d  o i l  d e v e l o p m e n t  i n  t h e  s t a t e  a n d  a d d i t i o n a l  o r  a l t e r n a ­

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

g a s  d e v e l o p m e n t ;

( 1 0 )  t h e  i m p o s i t i o n  o f  a  p r o p e r t y  t a x  o n  o i l  r e s e r v e s  w i t h  a  

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

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

d i s c o u r a g i n g  p r e s e n t  o r  f u t u r e  e x p l o r a t i o n  a n d  d e v e l o p m e n t  o f  o i l  

r e s o u r c e s ;

( 1 1 )  i t  a p p e a r s  t h a t  t h e  C o n g r e s s  o f  t h e  U n i t e d  S t a t e s  h a s  

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

r e c e i v e d  u n d e r  t h e  A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  A c t  o n l y  t o  l o c a l  

g o v e r n m e n t s ,  f o r  a  2 0 - y e a r  p e r i o d ,  a n d  t h a t  a  s t a t e  t a x  o n  d e v e l o p e d  o r  

l e a s e d  p r o p e r t y  r e c e i v e d  u n d e r  t h e  A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  A c t  

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

( b )  T h e  p u r p o s e s  o f  t h i s  A c t  a r e  t o

( 1 )  e n a c t  a  t a x  w h i c h  w i l l  g e n e r a t e  s u f f i c i e n t  r e v e n u e s  t o

( A )  m e e t  a n y  j u d g m e n t  t h a t  m i g h t  b e  r e n d e r e d  a g a i n s t  

t h e  s t a t e  i n  t h e  l i t i g a t i o n  c o n c e r n i n g  t h e  O i l  a n d  G a s  C o r p o r a t e  

I n c o m e  T a x ;  a n d

( B )  p r o v i d e  r e v e n u e  c o m p a r a b l e  t o  t h e  p r e s e n t  a n d  

p r o j e c t e d  f u t u r e  r e v e n u e s  d e r i v e d  f r o m  AS  4 3 . 2 1  i f  t h e  O i l  a n d  G a s  

C o r p o r a t e  I n c o m e  T a x  i s  f o u n d  t o  b e  u n c o n s t i t u t i o n a l ;

( 2 )  a v o i d  i m p o s i n g  c u m u l a t i v e  t a x  l i a b i l i t y  o n  t a x p a y e r s  

s u b j e c t  t o  t h e  O i l  a n d  G a s  C o r p o r a t e  I n c o m e  T a x  ( A S  4 3 . 2 1 )  b y  g r a n t i n g
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a  c r e d i t  o f  t a x e s  p a i d  u n d e r  AS  A 3 . 2 1  f o r  t h o s e  p e r s o n s  s u b j e c t  t o  t h e  

o i l  r e s e r v e s  p r o p e r t y  t a x  5

( 3 ) a v o i d  d i s c o u r a g i n g  f u t u r e  e x p l o r a t i o n  a n d  d e v e l o p m e n t  o f  

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

p r o d u c t i o n ;

( 4 )  a v o i d  d i s c o u r a g i n g  t h e  d e v e l o p m e n t  o f  e c o n o m i c  d i v e r ­

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

( 5 ) a v o i d  c r e a t i n g  a  c o n f l i c t  w i t h  f e d e r a l  l a w  b y  e x e m p t i n g  

f r o m  t h i s  t a x  p r o p e r t y  r e c e i v e d  u n d e r  t h e  A l a s k a  N a t i v e  C l a i m s  S e t ­

t l e m e n t  A c t .

S e c .  4 3 . 5 8 . 0 2 1 .  AD V A L O R E M  T A X .  ( a )  B e g i n n i n g  J u l y  1 ,  1 9 8 1 ,  a n  

a n n u a l  t a x  i s  l e v i e d  e a c h  t a x  y e a r  o n  t h e  f u l l  a n d  t r u e  v a l u e  o f  t a x ­

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

( b )  T h e  r a t e  o f  l e v y  i s  2 5  m i l l s ,  u n l e s s  a  d i f f e r e n t  r a t e  i s  e n ­

a c t e d  f o r  a  t a x  y e a r  n o  l a t e r  t h a n  t h e  l a s t  d a y  o f  F e b r u a r y  i n  t h a t  t a x  

y e a r .

S e c .  4 3 . 5 8 . 0 3 1 .  E X E M P T I O N S .  ( a )  T h e  f o l l o w i n g  p r o p e r t y  t h a t  

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

c h a p t e r :

( 1 )  p r o p e r t y  o f  t h e  U n i t e d  S t a t e s  o r  t h e  s t a t e ;

( 2 )  p r o p e r t y  e x e m p t  f r o m  s t a t e  t a x a t i o n  u n d e r  t h e  l a w s  o f

t h e  U n i t e d  S t a t e s  i n c l u d i n g  t h e  e x e m p t i o n  o f  p r o p e r t y ,  w h e t h e r  o r  n o t  

d e v e l o p e d  o r  l e a s e d  t o  t h i r d - p a r t i e s ,  u n d e r  s e c .  2 1 ( d )  o f  t h e  A l a s k a

N a t i v e  C l a i m s  S e t t l e m e n t  A c t  ( P . L .  9 2 - 2 0 3 ,  8 5  S t a t .  6 8 8 , 4 3  U . S . C .

1 6 0 1 ,  e t . s e q . )  ;

( 3 )  t h a t  p o r t i o n  o f  t h e  f u l l  a n d  t r u e  v a l u e  o f  t a x a b l e  p r o p ­

e r t y  a t t r i b u t a b l e  t o  g a s  r e s e r v e s .

( b )  N o t w i t h s t a n d i n g  t h e  e x e m p t i o n s  f r o m  t a x a t i o n  a u t h o r i z e d  b y

( a )  o f  t h i s  s e c t i o n ,  a  l e a s e h o l d  o r  s i m i l a r  i n t e r e s t  h e l d  b y  a  t h i r d

- 9 -  C S S S H B  2 0 0 ( G P )



1

2

3

4

5e
7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

p a r t y  i n  p r o p e r t y  d e s c r i b e d  i n  ( a ) ( 1 )  o r  ( a ) ( 2 )  o f  t h i s  s e c t i o n  i s  

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

S e c .  4 3 . 5 8 . 0 4 1 .  C R E D I T S .  ( a )  T h e  a m o u n t  o f  t a x  u n d e r  AS  4 3 , 2 1  

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

p a y e r ' s  c o n s o l i d a t e d  b u s i n e s s  f o r  t a x  p e r i o d s  u n d e r  A S  4 3 . 2 1  b e g i n n i n g  

a f t e r  D e c e m b e r  3 1 ,  1 9 8 0 ,  i s  a l l o w e d  a s  a  c r e d i t  a g a i n s t  t h e  t a x  l e v i e d  

u n d e r  t h i s  c h a p t e r  i n  t h e  t a x  y e a r  f o r  t h e  t a x p a y e r ' s  t a x a b l e  p r o p e r t y .  

T h e  c r e d i t  m a y  n o t  e x c e e d  t h e  t o t a l  a m o u n t  o f  t a x  d u e  f o r  t h e  t a x  y e a r  

u n d e r  t h i s  c h a p t e r  f o r  a l l  o f  t h e  t a x p a y e r ' s  t a x a b l e  p r o p e r t i e s .

( b )  I n  a d d i t i o n  t o  t h e  c r e d i t  a l l o w e d  u n d e r  ( a )  o f  t h i s  s e c t i o n ,  

t h e  a m o u n t  o f  t a x  p a i d  u n d e r  AS  4 3 . 2 1  b y  a  t a x p a y e r  o r  t h e  t a x p a y e r ' s  

c o n s o l i d a t e d  b u s i n e s s  b e f o r e  J u l y  1 ,  1 9 8 1 ,  i s  a l l o w e d  a s  a  c r e d i t  

a g a i n s t  t h e  t a x  l e v i e d  u n d e r  t h i s  c h a p t e r  f o r  t h e  t a x p a y e r ' s  t a x a b l e  

p r o p e r t i e s .

( c )  I n  a p p l y i n g  t h e  c r e d i t s  u n d e r  ( a )  a n d  ( b )  o f  t h i s  s e c t i o n ,  

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

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

t h i s  s e c t i o n  s h a l l  b e  a p p l i e d  o n l y  t o  t h e  e x t e n t  t h a t  t h e  c o m b i n e d  

a m o u n t  o f  a p p l i e d  c r e d i t  u n d e r  ( a )  a n d  ( b )  o f  t h i s  s e c t i o n  d o e s  n o t  e x ­

c e e d  t h r e e - q u a r t e r s  o f  t h e  t o t a l  a m o u n t  o f  t a x  l e v i e d  u n d e r  t h i s  c h a p ­

t e r  f o r  a l l  o f  t h e  t a x p a y e r ' s  t a x a b l e  p r o p e r t i e s .  I f  t h e  a m o u n t  o f  t h e  

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

f o r  a  t a x  y e a r  a g a i n s t  t h e  t a x  l e v i e d  u n d e r  t h i s  c h a p t e r ,  t h e  e x c e s s  

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

s u b s e q u e n t  t a x  y e a r s  u n t i l  i t  h a s  b e e n  e x h a u s t e d .

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

s e c t i o n ,  t a x  p a i d  b y  a  t a x p a y e r  u n d e r  A S  4 3 . 2 0  s h a l l  b e  t r e a t e d  t h e  s a m e  

a s  i f  i t  h a d  b e e n  p a i d  u n d e r  AS 4 3 . 2 1 ,  b u t  o n l y  i f  t h e  t a x p a y e r  w o u l d  

h a v e  b e e n  s u b j e c t  t o  AS  4 3 . 2 1  h a d  t h e  t a x p a y e r  b e e n  a  c o r p o r a t i o n .

- 1 0 -  C S S S H B  2 0 0 ( G P )



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

S e c .  4 3 . 5 8 . 0 5 1 .  R E D E T E R M I N A T I O N  O F  L I A B I L I T Y .  I f  t h e  i n c o m e  t a x  

l i a b i l i t y  o f  a  t a x p a y e r  o r  t h e  t a x p a y e r ' s  c o n s o l i d a t e d  b u s i n e s s  u n d e r  

A S  4 3 . 2 0  o r  AS  4 3 . 2 1  f o r  a  t a x  p e r i o d  i s  r e d e t e r m i n e d  a n d  a d j u s t e d  

a f t e r  t h e  c r e d i t  f o r  t h a t  t a x  p e r i o d  h a s  b e e n  a p p l i e d  u n d e r  A S  4 3 . 5 8 . -  

0 4 1 ,  o r  i f  t h e  i n c o m e  t a x  l i a b i l i t y  o f  t h e  t a x p a y e r  o r  t h e  t a x p a y e r ' s  

c o n s o l i d a t e d  b u s i n e s s  i s  r e d e t e r m i n e d  u n d e r  A S  4 3 . 2 0  a n d  a d j u s t e d  a f t e r  

t h e  c r e d i t  f o r  t h a t  t a x  p e r i o d  h a s  b e e n  a p p l i e d  u n d e r  A S  4 3 . 5 8 . 0 4 1 ,  

t h e n  t h e  t a x p a y e r ’ s  t a x  l i a b i l i t y  u n d e r  t h i s  c h a p t e r  f o r  t h e  t a x  y e a r  

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

a c c o u n t  t h e  a d j u s t m e n t  t o  t h e  t a x p a y e r ' s  i n c o m e  t a x  l i a b i l i t y .

S e c .  4 3 . 5 8 . 0 6 1 .  A S S E S S M E N T .  ( a )  T h e  d e p a r t m e n t  s h a l l  a s s e s s  

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

t r u e  v a l u e  a s  o f  J u l y  1 o f  e a c h  t a x  y e a r . .

( b )  T h e  f u l l  a n d  t r u e  v a l u e  o f  t a x a b l e  p r o p e r t y  u n d e r  t h i s  c h a p ­

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

e n  r e s e r v e s  i n  a n  o p e n  m a r k e t  a n d  u n d e r  t h e  t h e n  p r e v a i l i n g  m a r k e t  c o n ­

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

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

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

k n o w n  b y  t h e  d e p a r t m e n t  t o  a f f e c t  t h e  v a l u e  o f  t a x a b l e  p r o p e r t y ,  i n ­

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

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

( c )  I n  a s s e s s i n g  t a x a b l e  p r o p e r t y  u n d e r  t h i s  c h a p t e r ,  t h e  d e p a r t ­

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

d e r  AS  4 3 . 5 6 .

( d )  I n  d i s c o u n t i n g  t h e  e x p e c t e d  f u t u r e  n e t  i n c o m e  f r o m  t h e  t a x ­

a b l e  p r o p e r t y  t o  i t s  p r e s e n t  v a l u e  u n d e r  ( b )  o f  t h i s  s e c t i o n ,  t h e  d e ­

p a r t m e n t  s h a l l  p r e s u m e  t h a t  t h e  a p p r o p r i a t e  d i s c o u n t  r a t e  i s  1 1 . 6  p e r ­

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

A  t a x p a y e r  m a y  r e b u t  t h i s  p r e s u m p t i o n  o n l y  b y  p r o v i n g  t o  t h e  d e p a r t m e n t  

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

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

f r a u d .  I n  t h i s  s u b s e c t i o n ,  " G N P  d e f l a t o r "  m e a n s  t h e  d e f l a t o r  f o r  t h e  

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

C o m m e r c e .

S e c .  4 3 . 5 8 . 0 7 1 .  A S S E S S M E N T  R O L L .  T h e  d e p a r t m e n t  s h a l l  p r e p a r e  

a n n u a l l y  t h e  a s s e s s m e n t  r o l l  f o r  t a x a t i o n  u n d e r  t h i s  c h a p t e r .  T h e  r o l l  

s h a l l  c o n t a i n :

( 1 )  a  d e s c r i p t i o n  o f  a l l  t a x a b l e  p r o p e r t y ;

( 2 )  t h e  a s s e s s e d  v a l u e  o f  a l l  t a x a b l e  p r o p e r t y ;  a n d

( 3 )  t h e  n a m e s  a n d  a d d r e s s e s  o f  p e r s o n s  o w n i n g  o r  o t h e r w i s e  

h o l d i n g  a n  i n t e r e s t  i n  t a x a b l e  p r o p e r t y .

S e c .  4 3 . 5 8 . 0 8 1 .  A S S E S S M E N T  N O T I C E .  O n  o r  b e f o r e  O c t o b e r  1 5  o f  

e a c h  t a x  y e a r ,  t h e  d e p a r t m e n t  s h a l l  s e n d  t o  e v e r y  o w n e r  o f  t a x a b l e  

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

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

t i v e  o n  t h e  d a t e  o f  i t s  m a i l i n g .

S e c .  4 3 . 5 8 . 0 9 1 .  A P P E A L ,  ( a )  A  p e r s o n  a g g r i e v e d  b y  t h e  a c t i o n  o f  

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

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

w r i t t e n  o b j e c t i o n s  t o  t h e  a s s e s s m e n t  n o t  l a t e r  t h a n  2 0  d a y s  a f t e r  t h e  

e f f e c t i v e  d a t e  o f  t h e  a s s e s s m e n t  n o t i c e .

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

a c c o r d a n c e  w i t h  AS 4 3 . 0 5 . 2 4 0 .  A t  t h e  h e a r i n g  t h e  a p p e l l a n t  b e a r s  t h e  

b u r d e n  o f  p r o o f .  I n  t h e  a b s e n c e  o f  t h i s  p r o o f  t h e  a s s e s s m e n t  i s  t o  b e

u p h e l d  b y  t h e  d e p a r t m e n t .  I f  t h e  d e p a r t m e n t ,  a f t e r  h e a r i n g ,  d e t e r m i n e s

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

( c )  W i t h i n  3 0  d a y s  a f t e r  t h e  d e c i s i o n  b y  t h e  d e p a r t m e n t  f o l l o w i n g  

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

p e r i o r  c o u r t .

S e c .  4 3 . 5 8 . 1 0 1 .  C E R T I F I C A T I O N .  O n  o r  b e f o r e  F e b r u a r y  1 o f  t h e  

t a x  y e a r ,  t h e  d e p a r t m e n t  s h a l l  c e r t i f y  t h e  f i n a l  a s s e s s m e n t  r o l l .  T h e  

d e p a r t m e n t  s h a l l  m a i l  t o  t h e  o w n e r ,  o p e r a t o r ,  o r  o t h e r  p e r s o n  f i l i n g  a  

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

o f  t a x  d u e  n o  l a t e r  t h a n  M a r c h  1 5  o f  t h e  t a x  y e a r .

S e c .  4 3 . 5 8 . 1 1 1 .  S U P P L E M E N T A L  A S S E S S M E N T  R O L L S .  T h e  d e p a r t m e n t  

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

r o l l ,  p r e p a r e  a  s u p p l e m e n t a l  a s s e s s m e n t  r o l l  t o  i n c l u d e  p r o p e r t y  

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

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

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

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

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

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

p r o d u c t i o n  f r o m  t h e  p r o p e r t y .

S e c .  4 3 . 5 8 . 1 2 1 .  I N V E S T I G A T I O N .  ( a )  T h e  d e p a r t m e n t  m a y  m a k e  a n  

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

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

m e n t  s h a l l  m a k e  i t s  o w n  v a l u a t i o n  o f  t h e  t a x a b l e  p r o p e r t y ,  w h i c h  i s  

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

( b )  A n  e m p l o y e e  o r  a g e n t  o f  t h e  d e p a r t m e n t  m a y  e n t e r  a n y  p r e m i s e s  

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

p r o p e r t y  a n d  o t h e r  a p p r o p r i a t e  r e c o r d s .  T h e  o w n e r  o f  t a x a b l e  p r o p e r t y ,  

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

r e a s o n a b l e  a s s i s t a n c e  r e q u i r e d  f o r  t h e  i n v e s t i g a t i o n .  I f  a n  e m p l o y e e
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o r  a g e n t  o f  t h e  d e p a r t m e n t  s e e k i n g  t o  e n t e r  a n y  p r e m i s e s  n e c e s s a r y  f o r  

a n  i n v e s t i g a t i o n  u n d e r  t h i s  s e c t i o n  o r  t o  o b t a i n  r e a s o n a b l e  a s s i s t a n c e  

r e q u i r e d  f o r  a n  i n v e s t i g a t i o n  u n d e r  t h i s  s e c t i o n  i s  r e f u s e d  e n t r y  o r  

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

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

t h e  a s s i s t a n c e .

( c )  F o r  t h e  p u r p o s e  o f  t h e  i n v e s t i g a t i o n ,  t h e  o w n e r ,  o p e r a t o r ,  o r  

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

o r  h i s  r e p r e s e n t a t i v e  m a y  b e  r e q u i r e d  t o  p r e s e n t  h i m s e l f  f o r  e x a m i n a ­

t i o n  u n d e r  o a t h  b y  t h e  d e p a r t m e n t .

S e c .  4 3 . 5 8 . 1 3 1 .  L I M I T A T I O N S  ON A S S E S S M E N T ,  C O L L E C T I O N ,  AND R E F U N D  

O F  T A X E S .  T h e  l i m i t a t i o n s  o n  a s s e s s m e n t ,  c o l l e c t i o n ,  a n d  r e f u n d  o f  

t a x e s  u n d e r  AS  4 3 . 0 5 . 2 6 0 ,  4 3 . 0 5 . 2 7 0 ,  a n d  4 3 . 0 5 . 2 7 5  a p p l y  t o  t h e  t a x  

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

A S  4 3 . 5 8 . 0 4 1 ( d )  i s  n o t  s u b j e c t  t o  t h e s e  l i m i t a t i o n s .

S e c .  4 3 . 5 8 . 1 4 1 .  R E TU R N S  AND P A Y M E N T  O F  T A X .  ( a )  A  r e t u r n  o f  

t a x a b l e  p r o p e r t y  s h a l l  b e  s u b m i t t e d  n o  l a t e r  t h a n  A u g u s t  1 o n  t h e  f o r m  

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

J u l y  1 o f  e a c h  t a x  y e a r

( 1 )  b y  a  p e r s o n  w h o  i s  t h e  o w n e r  o f  t h e  p r o p e r t y ,  o r  w h o  

c o n t r o l s  t h a t  p r o p e r t y  a s  a g e n t ,  o r  o n  a c c o u n t  o f  a n y  o t h e r  p e r s o n ;

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

p r o p e r t y  b e l o n g i n g  t o  a  m i n o r  o r  o t h e r  p e r s o n ;

( 3 )  b y  t h e  t r u s t e e  o f  a  t r u s t  e s t a t e  h o l d i n g  t a x a b l e  p r o p e r ­

t y  i n  t r u s t  f o r  t h e  b e n e f i t  o f  a n o t h e r  p e r s o n ;

( 4 )  b y  t h e  e x e c u t o r  o r  a d m i n i s t r a t o r  o f  a  d e c e a s e d  p e r s o n ' s  

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

( 5 )  b y  t h e  r e c e i v e r  o f  a  c o r p o r a t i o n  h a v i n g  t a x a b l e  p r o p e r t y .

( b )  T h e  p e r s o n  r e q u i r e d  t o  s u b m i t  t h e  r e t u r n  s p e c i f i e d  u n d e r  ( a )
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o f  t h i s  s e c t i o n  i s  p r i m a r i l y  l i a b l e  f o r  p a y m e n t  o f  t h e  t a x  l e v i e d  b y  

t h i s  c h a p t e r .  T h e  p e r s o n s  o r  e s t a t e s  s p e c i f i e d  i n  ( a ) ( 2 )  -  ( 5 )  o f  t h i s  

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

a r e  s e c o n d a r i l y  l i a b l e  f o r  p a y m e n t  o f  t h e  t a x .  W i t h  t h e  w r i t t e n  a p ­

p r o v a l  o f  t h e  d e p a r t m e n t ,  a n  o p e r a t o r  o r  n o n o p e r a t o r  o f  t h e  l e a s e  o r  

p r o p e r t y  m a y  s u b m i t  r e t u r n s  o r  m a k e  p a y m e n t  o f  t h e  t a x  l e v i e d  u n d e r  

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

m e n t  m a y  a p p r o v e .

( c )  T h e  t a x  l e v i e d  u n d e r  t h i s  c h a p t e r  i s  p a y a b l e  t o  t h e  d e p a r t ­

m e n t  o n  o r  b e f o r e  J u n e  3 0  o f  e a c h  t a x  y e a r  o r  i n  i n s t a l l m e n t s ,  i n c l u d ­

i n g  p r e p a y m e n t s ,  a t  t h e .  t i m e s  a n d  u n d e r  t h e  c o n d i t i o n s  t h e  d e p a r t m e n t  

m a y  b y  r e g u l a t i o n  r e q u i r e .  T h i s  t a x  i s  p a y a b l e  o n  t h e  d u e  d a t e  s e t  o u t  

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

r e g u l a t i o n s  e v e n  t h o u g h  t h e  a s s e s s m e n t  i s  u n d e r  a p p e a l  o r  t h e  v a l i d i t y ,  

e n f o r c e a b i l i t y ,  o r  a p p l i c a t i o n  o f  t h i s  c h a p t e r  o r  a n y  p r o v i s i o n  o f  t h i s  

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

( d )  W i t h  t h e  p r i o r  w r i t t e n  a p p r o v a l  o f  t h e  d e p a r t m e n t ,  a  p e r s o n  

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

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

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

m a k i n g  t h o s e  p a y m e n t s .

( e )  A p e r s o n  m a k i n g  p a y m e n t  o f  t h e  t a x  l e v i e d  u n d e r  t h i s  c h a p t e r  

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

i n t e r e s t  i n  a  t a x a b l e  p r o p e r t y  m a y  w i t h h o l d  a  p r o p o r t i o n a t e  s h a r e  o f  

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

e r t y  o w e d  t o  a  p e r s o n  o n  w h o s e  b e h a l f  t h e  p a y m e n t  i s  m a d e .  U n l e s s  

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

p e r s o n  s o  w i t h h o l d i n g  a  p r o p o r t i o n a t e  s h a r e  o f  t h e  t a x  l e v i e d  u n d e r  

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

( f )  B y  w r i t t e n  n o t i c e  t h e  d e p a r t m e n t  m a y  r e q u i r e  a  p e r s o n  f i l i n g  

a  r e t u r n  t o  s u b m i t  a d d i t i o n a l  i n f o r m a t i o n  t o  t h e  d e p a r t m e n t  w i t h i n  3 0  

d a y s .

S e c .  A 3 . 5 8 . 1 5 1 .  R E G U L A T I O N S .  T h e  d e p a r t m e n t  m a y  a d o p t  r e g u l a ­

t i o n s  i n  a c c o r d a n c e  w i t h  t h e  A d m i n i s t r a t i v e  P r o c e d u r e  A c t  ( A S  4 4 . 6 2 )  a s  

a p p r o p r i a t e  t o  a d m i n i s t e r  a n d  e n f o r c e  t h i s  c h a p t e r .

S e c .  4 3 . 5 8 . 1 6 1 .  D E F I N I T I O N S .  I n  t h i s  c h a p t e r

( 1 )  " c o m m e r c i a l  p r o d u c t i o n "  m e a n s  t h e  p r o d u c t i o n  o f  o i l  o r  

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

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

u n p r o v e d  c o m p l e t i o n  i n t e r v a l ;

( 2 )  " d e p a r t m e n t "  m e a n s  t h e .  D e p a r t m e n t  o f  R e v e n u e ;

( 3 )  " g a s "  m e a n s  a l l  h y d r o c a r b o n  s u b s t a n c e s  n o t  d e f i n e d  a s  

o i l  i n  t h i s  c h a p t e r ;

( 4 )  " o i l "  m e a n s  c r u d e  p e t r o l e u m  a n d  o t h e r  h y d r o c a r b o n s  r e ­

g a r d l e s s  o f  g r a v i t y  w h i c h ,  w h e n  r e c o v e r e d ,  a r e  r e c o v e r e d  a t  t h e  w e l l ­

h e a d  i n  l i q u i d  f o r m ,  a n d  t h e  l i q u i d  h y d r o c a r b o n s  k n o w n  a s  d i s t i l l a t e  o r  

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

g a s  p r o c e s s i n g  p l a n t ;

( 5 )  " o p e r a t o r "  m e a n s  t h e  p e r s o n  c o n d u c t i n g  t h e  e x p l o r a t i o n ,  

d e v e l o p m e n t ,  o r  p r o d u c t i o n  o p e r a t i o n  f o r  a  p r o p e r t y ;

( 6 )  " p r o p e r t y "  m e a n s  a n y  r i g h t ,  t i t l e ,  o r  i n t e r e s t  i n  o r  t h e  

r i g h t  t o  p r o d u c e  o r  r e c o v e r  o i l  o r  g a s  i n c l u d i n g :

( A )  a  m i n e r a l  i n t e r e s t ;

( B )  a  l e a s e h o l d  i n t e r e s t ;

( C )  a  w o r k i n g  i n t e r e s t ,  r o y a l t y  i n t e r e s t ,  o v e r r i d i n g  

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

o t h e r  i n t e r e s t  i n  a  l e a s e ,  c o n c e s s i o n ,  j o i n t  v e n t u r e ,  o r  o t h e r
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a g r e e m e n t  f o r  o i l  a n d  g a s  e x p l o r a t i o n ,  d e v e l o p m e n t ,  o r  p r o d u c t i o n ;

( D )  a  w o r k i n g  i n t e r e s t ,  r o y a l t y  i n t e r e s t ,  o v e r r i d i n g  

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

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

t h e  p r o v i s i o n  o f  s e c .  6 1 4 ( b ) ( 3 )  o f  t h e  I n t e r n a l  R e v e n u e  C o d e  o f  

1 9 5 4  a s  d e f i n e d  o n  t h e  e f f e c t i v e  d a t e  o f  t h i s  p a r a g r a p h ;

( 7 )  " p r o v e n  r e s e r v e s "  m e a n s  t h e  v o l u m e s  o f  o i l  a n d  g a s  i n  a  

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

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

t e c h n o l o g y ;

( 8 )  " t a x  y e a r "  m e a n s  a  c a l e n d a r  p e r i o d  b e g i n n i n g  o n  J u l y  1 

o f  o n e  c a l e n d a r  y e a r  a n d  e n d i n g  o n  J u n e  3 0  o f  t h e  f o l l o w i n g  c a l e n d a r  

y e a r ;

( 9 )  " t a x a b l e  p r o p e r t y "  m e a n s  a  p r o p e r t y  h a v i n g  c o m m e r c i a l  

p r o d u c t i o n .

*  S e c .  9 .  A S  4 3 . 5 8 . 0 4 1  h a s  b e e n  i n c l u d e d  i n  s e c .  8  o f  t h i s  A c t  s o  t h a t  

p e r s o n s  s u b j e c t  t o  t h e  t a x  u n d e r  AS  4 3 . 2 1  w i l l  n o t  b e a r  t h e  c u m u l a t i v e  b u r ­

d e n  o f  b o t h  t h e  t a x  u n d e r  AS 4 3 . 2 1  a n d  A S  4 3 . 5 8 .  I t  i s  t h e  i n t e n t  o f  t h e  

l e g i s l a t u r e  t h a t  t h e  i n c l u s i o n  o f  t h i s  s e c t i o n  g r a n t i n g  t a x  c r e d i t s  d o e s  n o t  

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

v a l o r e m  t a x  i m p o s e d  b y  t h i s  A c t .  I f  t h e  i n c l u s i o n  o f  AS  4 3 . 5 8 . 0 4 1 ,  o r  a n y  

p o r t i o n  o f  i t ,  r e s u l t s  i n  a  j u d i c i a l  d e c i s i o n  t h a t  t h e  a d  v a l o r e m  t a x  i m ­

p o s e d  b y  t h i s  A c t  i s  i n v a l i d ,  t h e n  A S  4 3 . 5 8 . 0 4 1 ,  o r  t h a t  p o r t i o n  o f  i t  t h a t  

c a u s e s  t h e  i n v a l i d i t y ,  i s  v o i d  a n d  o f  n o  e f f e c t ,  a n d  AS  4 3 . 5 8 ,  e n a c t e d  i n  

s e c .  8  o f  t h i s  A c t ,  s h a l l  b e  r e a d  a s  i f  t h a t  s e c t i o n  o r  t h a t  p o r t i o n  o f  i t  

h a d  n e v e r  b e e n  i n c l u d e d .

*  S e c .  1 0 .  I f  a n  e x e m p t i o n  u n d e r  AS  4 3 . 5 8 . 0 3 1 ( 1 ) ,  ( 2 ) ,  o r  ( 3 )  i s  h e l d  

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

t h e n  t h a t  e x e m p t i o n  i s  v o i d ,  a n d  A S  4 3 . 5 8 ,  e n a c t e d  i n  s e c .  8 o f  t h i s  A c t ,
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s h a l l  b e  r e a d  a s  i f  t h a t  e x e m p t i o n  h a d  n e v e r  b e e n  i n c l u d e d .

*  S e c .  1 1 .  I f  t h e  m e t h o d  o f  d e t e r m i n i n g  t a x a b l e  i n c o m e  u n d e r  e i t h e r  

A S  4 3 . 2 1 . 0 2 0  o r  4 3 . 2 1 . 0 3 0  i s  h e l d  i n v a l i d  b y  a  f i n a l  j u d g m e n t  o f  a  c o u r t  

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

c o r p o r a t i o n ,  w h e t h e r  o r  n o t  a  p a r t y  n a m e d  i n  t h a t  j u d g m e n t ,  r e c e i v e s  a  r e ­

f u n d  o f  t a x e s  o r  e s t i m a t e d  t a x e s  p a i d  u n d e r  A S  4 3 . 2 1 ,  t h e n  t h e  p r o v i s i o n s  o f  

A S  4 3 . 2 0  a p p l y  t o  t h a t  c o r p o r a t i o n  f o r  t h e  e n t i r e  p e r i o d  f o r  w h i c h  i t  r e ­

c e i v e s  t h e  r e f u n d .

*  S e c .  1 2 .  ( a )  N o t w i t h s t a n d i n g  t h e  p r o v i s i o n s  o f  AS  4 3 . 5 8 . 0 2 1 ( b ) ,  e n ­

a c t e d  i n  s e c .  8  o f  t h i s  A c t ,  t h e  r a t e  o f  l e v y  u n d e r  AS  4 3 . 5 8  f o r  t h e  t a x  

y e a r  b e g i n n i n g  J u l y  1 ,  1 9 8 1 ,  i s  3 0  m i l l s .

( b )  N o t w i t h s t a n d i n g  t h e  p r o v i s i o n s  o f  AS  4 3 . 5 8 . 0 4 1 ( c ) ,  e n a c t e d  i n  

s e c .  8  o f  t h i s  A c t ,  f o r  t h e  t a x  y e a r  b e g i n n i n g  J u l y  1 ,  1 9 8 1 ,  c r e d i t  u n d e r  

A S  4 3 . 5 8 . 0 4 1 ( b )  s h a l l  b e  a p p l i e d  o n l y  t o  t h e  e x t e n t  t h a t  t h e  c o m b i n e d  a m o u n t  

o f  a p p l i e d  c r e d i t  u n d e r  AS 4 3 . 5 8 . 0 4 1 ( a )  a n d  ( b )  d o e s  n o t  e x c e e d  t w o - t h i r d s  

o f  t h e  t o t a l  a m o u n t  o f  t a x  l e v i e d  u n d e r  AS  4 3 . 5 8  f o r  a l l  o f  t h e  t a x p a y e r ' s  

t a x a b l e  p r o p e r t i e s .

*  S e c .  1 3 .  AS  4 3 . 2 1 . 0 4 0 ( d )  a n d  ( e )  a r e  r e p e a l e d .

*  S e c .  1 4 .  AS  4 3 . 5 5 . 0 1 1 ( d ) ,  4 3 . 5 5 . 0 1 2 ( a ) ,  4 3 . 5 5 . 0 1 8 ;  AS 4 3 . 5 8 . 0 1 0 ,  

4 3 . 5 8 . 0 2 0 ,  4 3 . 5 8 . 0 3 0 ,  4 3 . 5 8 . 0 4 0 ,  4 3 . 5 8 . 0 5 0 ,  4 3 . 5 8 . 0 6 0 ,  4 3 . 5 8 . 0 7 0 ,  4 3 . 5 8 . 0 8 0 ,

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

4 3 . 5 8 . 1 9 0 ,  a n d  4 3 . 5 8 . 2 0 0  a r e  r e p e a l e d .

*  S e c .  1 5 .  S e c t i o n s  1 - 7 ,  1 1 ,  a n d  1 3  o f  t h i s  A c t  a r e  r e t r o a c t i v e  t o  

J t . n u a r y  1 ,  1 9 7 8 ,  a n d  a p p l y  t o  t a x  y e a r s  b e g i n n i n g  a f t e r  D e c e m b e r  3 1 ,  1 9 7 7 .

*  S e c ,  1 6 .  S e c t i o n s  8 ,  1 2 ,  a n d  1 4  o f  t h i s  A c t  t a k e  e f f e c t  J u l y  1 ,  1 9 8 1 .

*  S e c .  1 7 .  S e c t i o n s  9 ,  1 0 ,  a n d  1 5  o f  t h i s  A c t  t a k e  e f f e c t  i m m e d i a t e l y  i n  

a c c o r d a n c e  w i t h  AS  0 1 . 1 0 . 0 7 0 ( c ) .
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ELEVENTH LEGISLATURE FISCAL • NOTE REQUESTBill/Resolution No. Sponsor Substitute for HB 200 (Page 1 o f 3) __Title Act relating to 'o il and gas taxes; effective dateRequested bv • Date May IB, 1981
FISCAL DETAIL Agency Affected RevenueProgram Category Affected General GovernmentBRU, Program, or Subprogram(s) Affected Petroleum Revenue Division(Note: If more than one budget component is affected, separate line-item amounts and funding for each component in the analysis section.)EXPENDITURES (Thousands of Dollars)FY 81 FY 82 FY 83 F Y84 FY 85 FY 85100 PERSONAL SERVICES200 TRAVEL300 CONTRACTUAL400 COMMODITIES500 EOIJTPMENT600 LAND & STRUCTURES700 GRANTS. CLAIMS. ETC.TOTAL
FUNDING (Thousands of Dollars) See ANALYSIS belowGENERAL FUNDFEDERAL FUNDS *. *OTHER (Soecifv Fund Source) 1- V . - V 111
POSITIONSFULL TIMEPART TIMETEMPORARY

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III) Figures in $millionsFY 82 FY 83 FY 84 FY 85 TotalPresent AS 43.21 1142 to 1177 1356 to 1491 1474 to 1751 1585 to 2042 5557 to 6461New AS 43.21 New AS 43.58 Retro. "Warts" Retro. WPT New Cash FlowFISCAL IMPACT
787 to 794 601 to 722 -83 -156 1149 to 12777 to 100 '

860 to 891 • 429 to 590 
0 
01289 to 1481 -67 to -10

951 to '1018 474 to 1244 
0 
01425 to 2262 -49 to 511

1008 to 1107 522 to 817 
0 
01530 to 1924

3606 to 3810 2026 to 3373 -83 -156
-55 to -118 -164 to 483(see also attached tables) IV. HATE Jfiy /*?B/  PREPAREDLYAGENCY /fei/MwfOriginal: Legislative Finance cc: Budget and ManagementPrime Sponsor (First Legislator Named)

£   « /PHONE 4*4 S’-2.3*0
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FISCAL IMPACT OF SSHB 200("High-Price" Case) (Page 3 o f  3)
FY 82 FY 83 FY 84 FY 8!Present AS 43.21 1177 1491 1751 2042"Warts" Deduction 33 37 40 44Windfall P rofit Tax 333 498 622 784AS 43.58 Deduction 1/ 17 65 71 107383 600 733 935New AS 43.21 794 891 1018 • 1107

Gross AS 43.58 2/ 2166 2075 2262 1924"Sec. 41(a) Credit" 3/ 794 891 1018 1107"Sec. 41(b) Credit" 3/ 650 594 0 0Net AS 43.58 722 590 1244 817
1/ Equals 1/4 of current year's net AS 43.58 plus 3/4 of previous year'snet AS 43.58, times 9.4 percent.2/ Computed using a 19% discount rate, 30 m ills ir. f ir s t  year, 25 millsin next two years * and 20 m ills thereafter.
3/ FY 82 credits together equal 2/3 of gross AS 43.58; FY 83 "Sec. 41(b)credit" equals remaining credit from an original amount of 1244.
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FISCAL IMPACT OF SSHB 200("Low-Price" Case) (page 2 o f  3)
FY 82 FY 83 FY 84 FY 85Present AS 43.21 1142 1356 1474 1585"Warts" Deduction 33 37 40 44Windfall P rofit Tax 308 407 442 487AS 43.58 Deduction 1/ 14 52 41 46355 492 523 575New AS 43.21 787 860 951 • 1008

Gross AS 43.58 2/ 1803 1715 1828 1530"Sec. 41(a) Credit" 3/ 787 860 951 • 1008"Sec. 41(b) Credit" 3/ 415 426 403 0Net AS 43.58 601 . 429 474 522
1/ Equals 1/4 of current year's net AS 43.58 plus 3/4 of previous' year'snet AS 43.58, times 9.4 percent.2/ Computed using a 19% discount rate, 30 mills in f ir s t  year, 25 mills in next two years-, and 20 mills thereafter.3/ FY 82 credits together equal 2/3 of gross AS 43.58; FY 83 credits to­gether equal 3/4 of gross AS 43.58; FY 84 "Sec. 41(b) credit" equalsremaining credit from an original amount of 1244.



FISCAL- NOTE,

Bill/Resolution No. ^  200 
7 itle_______________ Act Relating to Ui I I axesI. REQUEST

Requested bv • Special Gas Pipeline Committee___________________ Date.
II. FISCAL DETAILAgency Affected__________Revenue___________________________________________________________________Program Category Affected General Government_______________________________________________BRU, Program, or Subprogram(s) Affected Petroleum Revenue___________________________________(Note: If more than one budget component is affected, separate line-item amounts and funding for each component in the analysis section.)EXPENDITURES (Thousands of Dollars) ’FY 81 FY 82 FY 83 F Y 84 FY 85 FY 86100 PERSONAT. SERVICES -0-7,00 TRAVEL 7.1 4 . 3 6  1 ____6 ...1 . . 7  4300 CONTRACTUAL 66.8 3 7 . 8 46 4 54 . . .5 fiR.T400 COMMODITIES -n-500 EOIJIPMENT -0-600 LAND & STRUCTURES -n-700 GRANTS. CLAIMS. ETC. . -0-TOTAL 73.9 42.1 50.5 60.6 72.7FUNDING (Thousands of Dollars)GENERAL FUND ' 73.9 42.1 50.5 60.6 72.7FEDERAL FUNDS -0-OTHER (Specify Fund Source) -0-

POSITIONSFULL TIME -0-PART TIME -0-TEMPORARY -0-
III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)For the f ir s t  year, costs for consultants will be higher than in the future. We estimate 123 days < f consultant time at $450/day plus travel outside and to Alaska. An additional 20 days, of time preparing for appeals is anticipated. Total consultant costs would therefore be $66,750 for the f ir s t  year. Travel by Division s ta ff  would add another $7,080 in the f ir s t  year. For later years, we assume contract time and travel will drop to about $42,040 in FY 83. After that, we have added a 20% per year inflation (tickets, fees, and per diem). No new positions are needed, although some reshuffling of responsibilities may occur.
IV. DATE
Original: Legislative Finance
cc: Budget and Management

Prime Sponsor (First Legislator Named)

PREPARED B Y _
AGENCY
PHONE l 7 C . - < 3



B Y  T H E  R U L E S  C O M M IT T E E  B Y
I N  T H E  H O U S E  R E Q U E S T  OF T H E  GO VERNOR

S PO N SO R S U B S T I T U T E  FOR H O U S E  B I L L  N O .  2 0 0  

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

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

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  o i l  a n d  g a s  t a x e s ;  a n d  p r o v i d i n g

f o r  a n  e f f e c t i v e  d a t e . "

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

*  S e c t i o n  1 .  A S  4 3 . 2 0 . 0 1 1 ( e )  i s  a m e n d e d  t o  r e a d :

( e )  T h e r e  i s  i m p o s e d  f o r  e a c h  t a x a b l e  y e a r  u p o n  t h e  e n t i r e  t a x ­

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

a  t a x  c o n s i s t i n g  o f  a  n o r m a l  t a x  e q u a l  t o  5 . 4  p e r c e n t  o f  t a x a b l e  i n ­

c o m e ,  a n d  a  s u r t a x  w h i c h  I s  e q u a l  t o  4 . 0  p e r c e n t  o f  t a x a b l e  i n c o m e ,  e x ­

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

d e r i v e s  i n c o m e  f r o m  (E N G A G E D  I N ]  t h e  p r o d u c t i o n  o r  p i p e l i n e  t r a n s p o r t a ­

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

p a i d  i n  a c c o r d a n c e  w i t h  A S  4 3 . 2 1 .  I n c o m e  f r o m  s h a r i n g  i n  t h e  1 )  p e r ­

c e n t  o f  a  r e g i o n a l  N a t i v e  c o r p o r a t i o n ' s  r e v e n u e  t h a t  i s  r e q u i r e d  t o  b e  

d i v i d e d  u n d e r  s e c .  7 ( i ) o f  t h e  A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  A c t  

( P . L .  9 2 - 2 0 3 )  i s  t a x a b l e  i n c o m e  o f  t h e  r e c i p i e n t  u n d e r  t h i s  c h a p t e r .

F o r  t a x  y e a r s  b e g i n n i n g  a f t e r  D e c e m b e r  3 1 ,  1 9 7 9 ,  t h e  s u r t a x  e x e m p t i o n

i s  $ 5 0 , 0 0 0 .  F o r  c o n t r o l l e d  c o r p o r a t i o n s  d e s c r i b e d  i n  s e c s .  1 5 6 1  -  1 5 6 3  

o f  t h e  I n t e r n a l  R e v e n u e  C o d e  o n l y  o n e  s u r t a x  e x e m p t i o n  m a y  b e  a l l o w e d  

f o r  t h e  c o n t r o l l e d  g r o u p .

*  S e c .  2 .  A S  4 3 . 2 1 . 0 1 0  i s  a m e n d e d  t o  r e a d :

S e c .  4 3 . 2 1 . 0 1 0 .  A P P L I C A T I O N .  T h i s  c h a p t e r  a p p l i e s  t o  e v e r y  c o r ­

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

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

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

c o r p o r a t i o n  d u r i n g  t h e  t a x  p e r i o d  a s  d e t e r m i n e d  u n d e r  [ D E F I N E D  I N ]

A S  4 3 . 2 1 . 0 2 0  -  4 3 . 2 1 . 0 4 0  a n d  i s  c a l c u l a t e d  [ D E T E R M I N E D ]  a t  t h e  r a t e s  

e s t a b l i s h e d  u n d e r  A S  4 3 . 2 0 . 0 1 1 ( e ) .

*  S e c .  3 .  A S  4 3 . 2 1 . 0 2 0 ( c )  i s  a m e n d e d  t o  r e a d :

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

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

( 1 )  r o y a l t i e s  p a i d  i n  k i n d  o r  i n  v a l u e j

( 2 )  t a x e s  i m p o s e d  u n d e r  A S  4 3 . 5 5  a n d  A S  4 3 . 5 7  w h i c h  a r e  a c ­

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

l e a s e  o r  p r o p e r t y  i n  t h e  s t a t e ;

( 3 )  t a x e s  i m p o s e d  u n d e r  A S  4 3 . 5 6  a n d  A S  2 9 . 5 3  w h i c h  a r e  a c ­

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

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

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

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

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

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

w a s  a s s o c i a t e d ;

( 4 )  t h e  d i r e c t  c o s t s  i n c u r r e d  b y  o r  f o r  t h e  c o r p o r a t i o n  i n  

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

i n g ,  g a t h e r i n g ,  t r e a t i n g ,  o r  p r e p a r i n g  t h e  o i l  o r  g a s  f o r  p i p e l i n e  

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

a n d  n o t  i n c l u d i n g  a n y  i n d i r e c t  c o s t s  o r  o v e r h e a d  e x p e n s e ;

( 5 )  d e p r e c i a t i o n  ( u s i n g  t h e  u n i t  o f  p r o d u c t i o n  m e t h o d  o r  

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

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

m e n t ,  o r  p r e p a r a t i o n  o f  t h e  o i l  o r  g a s  f o r  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 l u d i n g  a m o r t i z a t i o n  o f  c a p i t a l i z e d  i n t e r e s t  f o r  i n v e s t m e n t s  i n  t h i s
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p r o p e r t y  a t  a  r a t e  n o t  t o  e x c e e d  t h e  a v e r a g e  c o s t  o f  b o r r o w e d  c a p i t a l  

t o  t h e  t a x p a y e r  d u r i n g  t h e  y e a r  i n  w h i c h  i t  i s  c a p i t a l i z e d }

( 6 )  t h e  a m o r t i z a t i o n  o f  l e a s e  a c q u i s i t i o n  p a y m e n t s  a n d  t a x e s

p a i d  o r  i n c u r r e d  u n d e r  AS  4 3 . 5 6  a n d  AS  2 9 . 5 3  ( i n c l u d i n g  c a p i t a l i z e d  i n ­

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

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

e r t y  i s  b e i n g  u s e d }

( 7 )  i n t e r e s t  e x p e n s e  o f  t h e  c o r p o r a t i o n ,  n o t  c a p i t a l i z e d  

d u r i n g  c o n s t r u c t i o n ,  t h a t  w a s  p a i d  o r  i n c u r r e d  i n  c o n n e c t i o n  w i t h  p r o p ­

e r t y  i n  A l a s k a }  h o w e v e r ,  u n l e s s  ( f )  o f  t h i s  s e c t i o n  a p p l i e s ,  t h e  i n t e r ­

e s t  e x p e n s e  m a y  [T O  T H E  E X T E N T  T H A T  I T  D O E S ]  n o t  e x c e e d  t h a t  p o r t i o n  o f  

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

p o r a t i o n  i s  a  p a r t ,  d e t e r m i n e d  b y  m u l t i p l y i n g  t h e  t o t a l  i n t e r e s t  [ ( R E ­

D U C E D  B Y  I N T E R C O M P A N Y  T R A N S A C T I O N S  W I T H I N  T H E  C O N S O L I D A T E D  B U S I N E S S ) ]  

b y  a  f r a c t i o n ,  t h e  n u m b e r a t o r  o f  w h i c h  i s  t h e  v a l u e  o f  t h e  c o r p o r a ­

t i o n ' s  r e a l  a n d  t a n g i b l e  p e r s o n a l  p r o p e r t y  u s e d  d i r e c t l y  i n  t h e  p r o d u c ­

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

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

o f  t h e  c o n s o l i d a t e d  b u s i n e s s }  i n  t h i s  s u b s e c t i o n ,  " t o t a l  i n t e r e s t  p a i d  

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

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

t o  t h e  e x t e n t  t h a t  t h e  i n t e r e s t  e x p e n s e  r e f l e c t s  a  p a s s - t h r o u g h  o f  i n ­

t e r e s t  o n  a  t h i r d - p a r t y  b o r r o w i n g  b y  t h e  p a r e n t  o r  o t h e r  m e m b e r  o f  t h e  

c o n s o l i d a t e d  b u s i n e s s  w i t h  t h e  p u r p o s e ,  e x p r e s s e d  a t  t h e  t i m e  o f  t h e  

t h i r d - p a r t y  b o r r o w i n g ,  o f  f i n a n c i n g  A l a s k a  b u s i n e s s  a c t i v i t y  o f  t h e  

t a x p a y e r  c o r p o r a t i o n ;

( 8 )  e x p e n s e s  i n c u r r e d  b y  t h e  c o r p o r a t i o n  a f t e r  D e c e m b e r  3 1 ,  

1 9 7 7  o f  u n s u c c e s s f u l  e x p l o r a t i o n  o f  o i l  o r  g a s  i n  t h e  s t a t e  i n c l u d i n g  

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

d o n e d  p r o p e r t i e s ;

( 9 )  g e n e r a l  o v e r h e a d  o r  a d m i n i s t r a t i v e  e x p e n s e  i n c u r r e d  b y  

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

l e a s e  o r  p r o p e r t y  i n  t h e  s t a t e  t o  t h e  e x t e n t , e x c e p t  a s  p r o v i d e d  i n  ( f )  

o f  t h i s  s e c t i o n ,  t h a t  i t  d o e s  n o t  e x c e e d  [T H E  L E S S E R  O F :

( A ) ]  t h a t  p o r t i o n  o f  t h e  t o t a l  g e n e r a l  o v e r h e a d  o r  a d ­

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

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

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

t h e  n u m e r a t o r  o f  w h i c h  i s  t h e  v a l u e  o f  t h e  c o r p o r a t i o n ' s  r e a l  a n d  

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

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

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

o f  t h e  c o n s o l i d a t e d  b u s i n e s s ;

( 1 0 )  t h e  a m o u n t  o f  i n c o m e  f r o m  t h e  p r o d u c t i o n  o f  o i l  a n d  g a s

f r o m  a  l e a s e  o r  p r o p e r t y  t h a t  i s  d i v i d e d  a m o n g  t h e  1 2  r e g i o n a l  c o r p o r a ­

t i o n s  u n d e r  s e c .  7 ( i )  o f  t h e  A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  A c t  ( P . L .  

9 2 - 2 0 3 ) ;

( 1 1 )  t h e  a m o u n t  b y  w h i c h  t h e  t o t a l  t a x  p a i d  o r  i n c u r r e d  b y  

t h e  t a x p a y e r  u n d e r  AS  4 3 . 5 8  f o r  l e a s e s  o r  p r o p e r t 7 . e s  i n  t h e  s t a t e  e x ­

c e e d s  t h e  a m o u n t  o f  c r e d i t  a l l o w e d  t o  t h e  t a x p a y e r  u n d e r  A S  4 3 . 5 8 . 0 4 1 ;

( 1 2 )  t h e  t a x  i m p o s e d  b y  s e c .  4 9 8 6  o f  t h e  I n t e r n a l  R e v e n u e  

C o d e  t h a t  i s  p a i d  o r  i n c u r r e d  b y  t h e  t a x p a y e r  f o r  o i l  p r v V . a c t i o n  f r o m

l e a s e s  o r  p r o p e r t i e s  i n  t h e  s t a t e  [ ,  OR

( B )  T H E  SUM OF $ 0 . 1 2  FOR E AC H  B A R R E L  OF O I L  A N D  $ 0 . 0 2

FOR E A C H  T H O U S A N D  C U B I C  F E E T  OF GAS PRODUCED FROM A  L E A S E  OR P R O P ­

E R T Y  I N  T H E  S T A T E ] .

*  S e c .  4 .  A S  4 3 . 2 1 . 0 2 0  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :
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( f )  I f  a  c o r p o r a t i o n  d e m o n s t r a t e s  t o  t h e  s a t i s f a c t i o n  o f  t h e  d e ­

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

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

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

t h a n  t h e  a m o u n t  d e t e r m i n e d  u n d e r  ( c ) ( 7 )  o r  ( c ) ( 9 )  o f  t h i s  s e c t i o n ,  t h e  

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

*  S e c .  5 .  A S  4 3 . 2 1 . 0 4 0 ( b )  i s  r e p e a l e d  a n d  r e e n a c t e d  t o  r e a d :

( b )  T h e  t o t a l  t a x a b l e  i n c o m e  o f  t h e  c o n s o l i d a t e d  b u s i n e s s  i s  i t s  

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

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

t h i s  s e c t i o n ,  " e n t i r e  i n c o m e "  i s  t a x a b l e  i n c o m e  u n d e r  S u b t i t l e  F  a n d  

c h a p t e r  1 o f  S u b t i t l e  A  o f  t h e  I n t e r n a l  R e v e n u e  C o d e  o f  1 9 5 4 ,  a s  

a m e n d e d ,  e x c e p t  t h a t  t h o s e  p r o v i s i o n s  a d o p t e d  a f t e r  D e c e m b e r  3 1 ,  1 9 7 5  

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

a s  a  p a r t  o f  t h i s  s e c t i o n  u n t i l  t h e  s e c o n d  J a n u a r y  1 f o l l o w i n g  t h e  e f ­

f e c t i v e  d a t e  o f  t h e  f e d e r a l  l a w .  I n  c o m p u t i n g  t a x a b l e  i n c o m e  u n d e r  

t h i s  s e c t i o n ,  t h e  t a x p a y e r  i s  n o t  e n t i t l e d  t o  d e d u c t  a n y  t a x e s  b a s e d  o n  

o r  m e a s u r e d  b y  n e t  i n c o m e .

*  S e c .  6 .  A S  4 3 . 2 1 . 0 5 0  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :

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

t h i s  c h a p t e r  d o  n o t  f a i r l y  r e p r e s e n t  t h e  e x t e n t  o f  a  c o r p o r a t i o n ' s  

b u s i n e s s  a c t i v i t y  i n  t h e  s t a t e ,  t h e  c o r p o r a t i o n  m a y  p e t i t i o n  f o r  o r  t h e  

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

t i o n ' s  b u s i n e s s  a c t i v i t y ,  i f  r e a s o n a b l e ,  t h e  e m p l o y m e n t  o f  a n y  m e t h o d  
I

a u t h o r i z e d  u n d e r  a r t .  I V ,  s e c .  1 8 ,  o f  t h e  m u l t i s t a t e  t a x  c o m p a c t  

( A S  4 3 . 1 9 . 0 1 0 )  t o  e f f e c t u a t e  a n  e q u i t a b l e  a l l o c a t i o n  a n d  a p p o r t i o n m e n t  

o f  t h e  c o r p o r a t i o n ' s  i n c o m e .  T h e  c o m m i s s i o n e r  s h a l l  i n c l u d e  i n  h i s  

a n n u a l  r e p o r t  r e q u i r e d  i n  A S  4 3 . 2 1 . 1 1 0  a  r e p o r t  o n  a l l  r e l i e f  g r a n t e d  

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

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

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

*  S e c .  7 .  A S  4 3 . 2 1 . 0 7 0  i s  a m e n d e d  t o  r e a d :

S e c .  4 3 . 2 1 . 0 7 0 .  P A Y M E N T  OF T A X .  T h e  t a x  l e v i e d  u n d e r  t h i s  c h a p ­

t e r  i s  p a y a b l e  t o  t h e  d e p a r t m e n t  o n  o r  b e f o r e  S e p t e m b e r  3 0  o f  e a c h  y e a r  

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

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

q u i r e .  T h i s  t a x  i s  p a y a b l e  o n  t h e  d u e  d a t e  s e t  o u t  i n  t h i s  s e c t i o n  

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

a b i l i t y  o r  a p p l i c a t i o n  o f  t h i s  c h a p t e r  o r  a n y  p r o v i s i o n  o f  t h i s  c h a p t e r  

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

*  S e c .  8 .  A S  4 3 . 5 8  i s  a m e n d e d  b y  a d d i n g  n e w  s e c t i o n s  t o  r e a d :

S e c .  4 3 . 5 8 . 0 1 1 .  F I N D I N G S  AND P U R P O S E S .  ( a )  T h e  l e g i s l a t u r e  

f i n d s :

( 1 )  t h a t  s i n c e  S t a t e h o o d ,  t h e  l e v e l  o f  p u b l i c  s e r v i c e s  a n d  

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

b e e n  m u c h  b e l o w  t h e  l e v e l  p r o v i d e d  b y  o t h e r  s t a t e s  t o  t h e i r  c i t i z e n s ,  

a n d  t h a t  t h i s  i n a d e q u a c y  h a s  b e e n  t h e  r e s u l t  o f  i n s u f f i c i e n t  s t a t e  r e v ­

e n u e s  ;

( 2 )  t h a t  t h e r e  e x i s t s  i n  A l a s k a  t o d a y  a  l e v e l  o f  p u b l i c  s e r ­

v i c e s  a n d  p u b l i c  f a c i l i t i e s  f a r  b e l o w  t h a t  w h i c h  A l a s k a n s  a r e  r e a s o n ­

a b l y  e n t i t l e d  t o  e x p e c t ,  a n d  t h a t  t h e s e  u n m e t  n e e d s  i n c l u d e  i n a d e q u a t e  

p u b l i c  t r a n s p o r t a t i o n  f a c i l i t i e s ,  i n a d e q u a t e  p u b l i c  h e a l t h  c a r e  f a c i l ­

i t i e s  a n d  p r o g r a m s ,  i n a d e q u a t e  c o m m u n i c a t i o n s  f a c i l i t i e s ,  i n a d e q u a t e  

p u b l i c  e d u c a t i o n  f a c i l i t i e s ,  i n a d e q u a t e  l e v e l s  o f  p o l i c e  p r o t e c t i o n ,  

o v e r b u r d e n e d  j u s t i c e  f a c i l i t i e s ,  a n d  i n a d e q u a t e  e n e r g y  f a c i l i t i e s ,  a n d  

a n  e c o n o m y  o v e r l y  d e p e n d e n t  o n  n o n r e n e w a b l e  r e s o u r c e  d e v e l o p m e n t ;

( 3 )  t h a t  w i t h  t h e  i n c r e a s e d  r e v e n u e s  t h a t  h a v e  r e s u l t e d  f r o m
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i n c r e a s e d  d e v e l o p m e n t  o f  o i l  r e s o u r c e s  i n  A l a s k a ,  t h i s  l e g i s l a t u r e ,  

a c t i n g  o n  b e h a l f  o f  a l l  t h e  p e o p l e  o f  A l a s k a ,  h a s  e m b a r k e d  u p o v i  a  l e g ­

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

n e e d s  d e s c r i b e d  i n  ( 2 )  o f  t h i s  s u b s e c t i o n ,  a n d  t h a t  i t  w i l l  t a k e  m a n y  

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

n e e d s ;

( 4 )  t h a t  a  p a r t  o f  t h i s  p r o g r a m  i n c l u d e s  p r e p a r i n g  f o r  t h e  

t i m e  w h e n  t h e  r e v e n u e s  d e r i v e d  f r o m  A l a s k a ' s  n o n r e n e w a b l e  r e s o u r c e s  

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

m a n e n t  F u n d ,  e n c o u r a g i n g  d e v e l o p m e n t  o f  r e n e w a b l e  r e s o u r c e s  a n d  e n c o u r ­

a g i n g  e c o n o m i c  d i v e r s i f i c a t i o n  e f f o r t s ;

( 5 )  t h a t  t h e r e  i s  p r e s e n t l y  p e n d i n g  i n  t h e  c o u r t s  l i t i g a t i o n  

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

O i l  a n d  G a s  C o r p o r a t e  I n c o m e  T a x  ( A S  4 3 . 2 1 ) ,  a n d  t h a t  i f  t h e  t a x p a y e r s  

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

m e e t  t h e  i m p o r t a n t  p u b l i c  n e e d s  d e s c r i b e d  i n  ( 2 )  o f  t h i s  s u b s e c t i o n  

w i l l  b e  s i g n i f i c a n t l y  d i m i n i s h e d ;

( 6 )  t h a t  i t  i s  i n  t h e  p u b l i c  i n t e r e s t  t o  p r o v i d e  a n  a l t e r n a ­

t i v e  m e a n s  o f  g e n e r a t i n g  r e v e n u e s  s u f f i c i e n t  t o  m e e t  t h e  s t a t e ' s  p r e s ­

e n t  a n d  f u t u r e  n e e d s  i n  t h e  e v e n t  t h a t  t h e  c o n s t i t u t i o n a l  c h a l l e n g e  t o  

AS  4 3 . 2 1  i s  s u c c e s s f u l ;

( 7 )  t h a t  i m p o s i n g  a d d i t i o n a l  o r  a l t e r n a t i v e  s t a t e  t a x e s  u p o n  

s m a l l  b u s i n e s s e s  a n d  n e w l y - d e v e l o p i n g  i n d u s t r i e s  i n  A l a s k a  w o u l d  h a v e  a  

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

t e r p r o d u c t i v e  t o  e f f o r t s  t o  e n c o u r a g e  e c o n o m i c  d i v e r s i f i c a t i o n ;

( 8 )  t h a t  t h e  l e v e l  o f  t a x a t i o n  c u r r e n t l y  i m p o s e d  b y  t h e  

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

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

s o u r c e s  i n  A l a s k a ;
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( 9 )  t h a t  d e v e l o p m e n t  o f  n a t u r a l  g a s  r e s o u r c e s  i n  A l a s k a  h a s  

l a g g e d  b e h i n d  o i l  d e v e l o p m e n t  i n  t h e  s t a t e  a n d  t h a t  a d d i t i o n a l  o r  a l ­

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

t u r a l  g a s  d e v e l o p m e n t ;

( 1 0 )  t h a t  t h e  i m p o s i t i o n  o f  a  p r o p e r t y  t a x  o n  o i l  r e s e r v e s  

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

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

o u t  d i s c o u r a g i n g  p r e s e n t  o r  f u t u r e  e x p l o r a t i o n  a n d  d e v e l o p m e n t  o f  o i l  

r e s o u r c e s ;

( 1 1 )  t h a t  i t  a p p e a r s  t h a t  t h e  C o n g r e s s  o f  t h e  U n i t e d  S t a t e s  

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

p r o p e r t y  r e c e i v e d  u n d e r  t h e  A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  A c t  o n l y  t o  

l o c a l  g o v e r n m e n t s ,  f o r  a  2 0 - y e a r  p e r i o d ,  a n d  t h a t  a  s t a t e  t a x  o n  d e v e l ­

o p e d  o r  l e a s e d  p r o p e r t y  r e c e i v e d  u n d e r  t h e  A l a s k a  N a t i v e  C l a i m s  S e t t l e ­

m e n t  A c t  w o u l d  b e  i n  c o n f l i c t  w i t h  t h e  i n t e n t  a n d  p u r p o s e  o f  t h a t  A c t .  '<

( b )  T h e  p u r p o s e s  o f  t h i s  A c t  a r e

( 1 )  t o  e n a c t  a  t a x  w h i c h  w i l l  g e n e r a t e  s u f f i c i e n t  r e v e n u e s

( A )  t o  m e e t  a n y  j u d g m e n t  t h a t  m i g h t  b e  r e n d e r e d  a g a i n s t  t h e  s t a t e  i n  

t h e  l i t i g a t i o n  c o n c e r n i n g  t h e  O i l  a n d  G a s  C o r p o r a t e  I n c o m e  T a x  a n d  ( B )  

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

n u e s  d e r i v e d  f r o m  A S  4 3 . 2 1  i n  t h e  e v e n t  t h a t  t a x  i s  f o u n d  t o  b e  u n c o n ­

s t i t u t i o n a l ;

( 2 )  t o  a v o i d  i m p o s i n g  c u m u l a t i v e  t a x  l i a b i l i t y  o n  t a x p a y e r s  

s u b j e c t  t o  t h e  O i l  a n d  G a s  C o r p o r a t e  I n c o m e  T a x  ( A S  4 3 . 2 1 ) ,  b y  g r a n t i n g  

a  c r e d i t  o f  t a x e s  p a i d  u n d e r  A S  4 3 . 2 1  f o r  t h o s e  p e r s o n s  s u b j e c t  t o  t h e  

o i l  r e s e r v e s  p r o p e r t y  t a x ;

( 3 )  t o  a v o i d  d i s c o u r a g i n g  f u t u r e  e x p l o r a t i o n  a n d  d e v e l o p m e n t  

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

p r o d u c t i o n ;
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( 4 )  t o  a v o i d  d i s c o u r a g i n g  t h e  d e v e l o p m e n t  o f  e c o n o m i c  d i v e r ­

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

( 5 )  t o  a v o i d  c r e a t i n g  a  c o n f l i c t  w i t h  f e d e r a l  l a w  b y  e x e m p t ­

i n g  f r o m  t h i s  t a x  p r o p e r t y  r e c e i v e d  u n d e r  t h e  A l a s k a  N a t i v e  C l a i m s  S e t ­

t l e m e n t  A c t .

S e c .  4 3 . 5 8 . 0 2 1 .  A D  V A L O R E M  T A X .  ( a )  B e g i n n i n g  J u l y  1 ,  1 9 8 1 ,  a n  

a n n u a l  t a x  i s  l e v i e d  e a c h  t a x  y e a r  o n  t h e  f u l l  a n d  t r u e  v a l u e  o f  t a x ­

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

( b )  T h e  r a t e  o f  l e v y  i s  2 5  m i l l s ,  u n l e s s  a  d i f f e r e n t  r a t e  i s  e n ­

a c t e d  f o r  a  t a x  y e a r  n o  l a t e r  t h a n  t h e  l a s t  d a y  o f  F e b r u a r y  i n  t h a t  t a x  

y e a r .

S e c .  4 3 . 5 8 . 0 3 1 .  E X E M P T I O N S .  T h e  f o l l o w i n g  p r o p e r t y  t h a t  w o u l d  

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

t e r :

( 1 )  a n  i n t e r e s t  o f  t h e  U n i t e d  S t a t e s  o r  t h e  s t a t e ;

( 2 )  p r o p e r t y  e x e m p t  f r o m  s t a t e  t a x a t i o n  u n d e r  t h e  l a w s  o f  

t h e  U n i t e d  S t a t e s  i n c l u d i n g  t h e  e x e m p t i o n  o f  p r o p e r t y ,  w h e t h e r  d e v e l ­

o p e d  o r  l e a s e d  t o  t h i r d - p a r t i e s ,  u n d e r  s e c .  2 1 ( d )  o f  t h e  A l a s k a  N a t i v e  

C l a i m s  S e t t l e m e n t  A c t  ( P . L .  9 2 - 2 0 3 ,  8 5  S t a t .  6 8 8 ,  4 3  USC 1 6 0 1 ,  e t .  

s e q . ) ,  e x c e p t  t h a t  l e a s e h o l d s  a n d  s i m i l a r  i n t e r e s t s  h e l d  i n  t h e  e x e m p t  

p r o p e r t y  b y  t h i r d - p a r t i e s  s h a l l  b e  t a x a b l e  t o  t h e  e x t e n t  o f  t h e s e  i n ­

t e r e s t s  ;

( 3 )  t h a t  p o r t i o n  o f  t h e  f u l l  a n d  t r u e  v a l u e  o f  t a x a b l e  p r o p ­

e r t y  a t t r i b u t a b l e  t o  g a s  r e s e r v e s .

S e c .  4 3 . 5 8 . 0 4 1 .  C R E D I T S .  ( a )  T h e  a m o u n t  o f  t a x  u n d e r  A S  4 3 . 2 1  

p a i d  d u r i n g  a  t a x  y e a r  ( a s  d e f i n e d  i n  A S  4 3 . 5 8 . 1 5 1 ( 9 ) )  b y  a  t a x p a y e r  o r  

t h e  t a x p a y e r ' s  c o n s o l i d a t e d  b u s i n e s s  f o r  t a x  p e r i o d s  u n d e r  AS  4 3 . 2 1  b e ­

g i n n i n g  a f t e r  D e c e m b e r  3 1 ,  1 9 8 0 ,  i s  a l l o w e d  a s  a  c r e d i t  a g a i n s t  t h e  t a x  

l e v i e d  u n d e r  t h i s  c h a p t e r  i n  t h e  t a x  y e a r  f o r  t h e  t a x p a y e r ' s  t a x a b l e
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p r o p e r t y .  T h e  c r e d i t  m a y  n o t  e x c e e d  t h e  t o t a l  a m o u n t  o f  t a x  d u e  f o r  

t h e  t a x  y e a r  u n d e r  t h i s  c h a p t e r  f o r  a l l  o f  t h e  t a x p a y e r ' s  t a x a b l e  p r o p ­

e r t i e s  .

( b )  I n  a d d i t i o n  t o  t h e  c r e d i t  a l l o w e d  u n d e r  ( a )  o f  t h i s  s e c t i o n ,  

t h e  a m o u n t  o f  t a x  p a i d  u n d e r  AS  4 3 . 2 1  b y  a  t a x p a y e r  o r  t h e  t a x p a y e r ' s  

c o n s o l i d a t e d  b u s i n e s s  b e f o r e  J u l y  1 ,  1 9 8 1 ,  i s  a l l o w e d  a s  a  c r e d i t  

a g a i n s t  t h e  t a x  l e v i e d  u n d e r  t h i s  c h a p t e r  f o r  t h e  t a x p a y e r ' s  t a x a b l e  

p r o p e r t i e s .

( c )  I n  a p p l y i n g  t h e  c r e d i t s  u n d e r  ( a )  a n d  ( b )  o f  t h i s  s e c t i o n ,  

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

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

t h i s  s e c t i o n  s h a l l  b e  a p p l i e d  o n l y  t o  t h e  e x t e n t  t h a t  t h e  c o m b i n e d  

a m o u n t  o f  a p p l i e d  c r e d i t  u n d e r  ( a )  a n d  ( b )  o f  t h i s  s e c t i o n  d o e s  n o t  e x ­

c e e d  t h r e e - q u a r t e r s  o f  t h e  t o t a l  a m o u n t  o f  t a x  l e v i e d  u n d e r  t h i s  c h a p ­

t e r  f o r  a l l  o f  t h e  t a x p a y e r ' s  t a x a b l e  p r o p e r t i e s .  I f  t h e  a m o u n t  o f  t h e  

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

f o r  a  t a x  y e a r  a g a i n s t  t h e  t a x  l e v i e d  u n d e r  t h i s  c h a p t e r ,  t h e n  t h e  e x ­

c e s s  c r e d i t  u n d e r  ( b )  o f  t h i s  s e c t i o n  m a y  b e  c a r r i e d  f o r w a r d  a n d  a p ­

p l i e d  i n  s u b s e q u e n t  t a x  y e a r s  u n t i l  i t  h a s  b e e n  e x h a u s t e d .

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

s e c t i o n ,  t a x  p a i d  b y  a  t a x p a y e r  u n d e r  A S  4 3 . 2 0  s h a l l  b e  t r e a t e d  t h e  

s a m e  a s  i f  i t  h a d  b e e n  p a i d  u n d e r  AS  4 3 . 2 1 ,  b u t  o n l y  i f  t h e  t a x p a y e r  

w o u l d  h a v e  b e e n  s u b j e c t  t o  AS  4 3 . 2 1  h a d  t h e  t a x p a y e r  b e e n  a  c o r p o r a t i o n .

( e )  I f  t h e  i n c o m e  t a x  l i a b i l i t y  o f  a  t a x p a y e r  o r  t h e  t a x p a y e r ' s  

c o n s o l i d a t e d  b u s i n e s s  u n d e r  A S  4 3 . 2 0  o r  A S  4 3 . 2 1  f o r  a  t a x  p e r i o d  i s  

r e d e t e r m i n e d  a n d  a d j u s t e d  a f t e r  t h e  c r e d i t  f o r  t h a t  t a x  p e r i o d  h a s  b e e n  

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

p a y e r  o r  t h e  t a x p a y e r ' s  c o n s o l i d a t e d  b u s i n e s s  i s  r e d e t e r m i n e d  u n d e r

A S  4 3 . 2 0  a n d  a d j u s t e d  a f t e r  t h e  c r e d i t  f o r  t h a t  t a x  p e r i o d  h a s  b e e n  a p -
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p l i e d  u n d e r  t h i s  s e c t i o n ,  t h e n  t h e  t a x p a y e r ' s  t a x  l i a b i l i t y  u n d e r  t h i s  

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

t e r m i n e d ,  t a k i n g  i n t o  a c c o u n t  t h e  a d j u s t m e n t  t o  t h e  t a x p a y e r ' s  i n c o m e  

t a x  l i a b i l i t y .

S e c .  4 3 . 5 8 . 0 5 1 .  A S S E S S M E N T .  ( a )  T h e  d e p a r t m e n t  s h a l l  a s s e s s  

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

t r u e  v a l u e  a s  o f  J u l y  1 o f  e a c h  t a x  y e a r .

( b )  T h e  f u l l  a n d  t r u e  v a l u e  o f  t a x a b l e  p r o p e r t y  u n d e r  t h i s  c h a p ­

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

e n  r e s e r v e s  i n  a n  o p e n  m a r k e t  a n d  u n d e r  t h e  t h e n  p r e v a i l i n g  m a r k e t  c o n ­

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

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

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

k n o w n  b y  t h e  d e p a r t m e n t  t o  a f f e c t  t h e  v a l u e  o f  t a x a b l e  p r o p e r t y ,  i n ­

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

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

( c )  I n  a s s e s s i n g  t a x a b l e  p r o p e r t y  u n d e r  t h i s  c h a p t e r ,  t h e  d e p a r t ­

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

d e r  A S  4 3 . 5 6 .

( d )  I n  d i s c o u n t i n g  t h e  e x p e c t e d  f u t u r e  n e t  i n c o m e  f r o m  t h e  t a x ­

a b l e  p r o p e r t y  t o  i t s  p r e s e n t  v a l u e  u n d e r  ( b )  o f  t h i s  s e c t i o n ,  t h e  d e ­

p a r t m e n t  s h a l l  p r e s u m e  t h a t  t h e  a p p r o p r i a t e  d i s c o u n t  r a t e  i s  1 0  p e r ­

c e n t a g e  p o i n t s  a b o v e  t h e  r a t e  o f  i n f l a t i o n  i n  t h e  i m p l i c i t  G N P  d e f l a t o r  

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

A  t a x p a y e r  m a y  r e b u t  t h i s  p r e s u m p t i o n  o n l y  b y  p r o v i n g  t o  t h e  d e p a r t m e n t  

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

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

f r a u d .  I n  t h i s  s u b s e c t i o n ,  " i m p l i c i t  GNP d e f l a t o r "  m e a n s  t h e  d e f l a t o r  

f o r  t h e  g r o s s  n a t i o n a l  p r o d u c t  p u b l i s h e d  b y  t h e  U n i t e d  S t a t e s  D e p a r t -

- 1 1 -  S S H B  2 0 0


