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COMPARISON OF CRUDE OIL TAX PROPOSALS

(Prepared by Minority Counsel. Senate Finance Committed

SENATE FINANCF COMMITTEE HOUSE[§ ADMINISTRATION
LOWER TIER OIL /5 percent ot drferent etween Same except a* rale is 60 Tax rate is 50 percent
Pase rice of %K usted percent decline curve is 2 'percr nt
or rnfl tron and the sellr rrce
Pres ?re eased ower tier ol
that Is below t 5 percent declrne
Curve Tax phasesout try 6 Bt
UPPER TIER OIL rr)]ercent ot . diff eren%e be Same except tax >«#
wee ase r?rrce 50 per cent
adjusted tor inflation) and selling
price Tax hases cut between
19R6 4 1990
NEWLY DISCOVERED OIL Total exem tion for o|| %'55 50 percent nt the ftiller 50 rcent of rference
ere onapoper which %nce between abaserﬁ)rrce i tf6 |
production’in™ 978 "DOE prrcrng er | |rsted lot inflation) S ft

definition! gadrusted for mtIa ieu pH sellrng puce Tax is t"1
percent per year) arid the  permanent
Selrn%arnee up.In $

i } Srd uste t lor
inflation pkr rcent per
ears an%l tne s%ﬁ éprce
ax IS permanent Restnc
Irve detimnticn
TERTIARY OIL Total e.emptier! tor rncremental ercent of Ifter* e Same as newly discover** '
0 tertiary rpductron Producer utweerr lS* adjusted % %ony to %r rod's i 1
can use actual ecl ne rate ‘or or rn Iatron 2 rcent tranced recover, m
pos 1978 muiif efore prO]  Aselling [Z) Tax termm  rsise b; case basis

ect start utes nl 31 90 Agplres
| above level drier
mined b adeclrne curve of

ercent a month until
Bro ect Sta}rts 25 percent

er month orve prorett
starts
Taxes. Sadlerochit oil inas 50 percent ' difference ity .no ta*_but "it*"
ALASKA NORTH 51 OPE iaer 0il (60 erte}rtrate wrth%p hetthreﬁ(a ase relce mu tw“ ta» n T
base J)HC%E mortified peIme [Jiusted tor rnfla
tar ft adjustment tu ru an S[)r*
fA {Ires to ol tlgm .
u eserv <léc t
u< value > prped| =
arr
taxed at CO percent I» Same as House bill but ta«
STRIPPER OIL HSHL% H§t mld%]r%orrumts dﬁr rate on thi* drptler-ce nt rateis 60 percent
dusor A .yalty holder Othr 1 ase puce A selling

stri per taxed a' 60 Eercent tax  price
rat the d'terence ot $15
base pr<ce \ seIIrng pur.tx

A Taxerf in B .o percent 4t Same as Snant. Commr sam
Mceptmp Hir dittifon< t  brtwr'en p513 and tec but excl uge high
sellrng puce TKK lguses out  water cut till

ame as Urm'id but rib* |
O)u>rcent

bet 90 cleliit*
tronV\fncPude ?rrgh water r ut oﬁ
+ Heavy ud treat* d tit) difter  Recommended extmpWir
HEAVY OLL %%m%sd'ﬁ'g%'g; A Specit ohv S e uter O ) after the Mouse bifl passed

i\ﬁrr)\\rvt,esﬁe%ﬁrcrrrco%ax deduction tor ag o”nnrr uding Xxicases aher March 19/9 itappsen to entire O (/fice

OTHER CHANQES FROM HOUSE BILL
3 @” gl p*h*r ko« t erccun| putmonth *h«*n revenue *collected r reent nt nntn u it*"

Former DOE Undersecretary Myers Is Newfoundland Drill Profitable?

Heads Jacobs Engineering Group | AT JOHN* NewhixiitilLand - leuvrr \earvaarqun ctuaetol
DALUNOU. "Hi - | %> itaarxm &kutnrr qu-rnlqlevrv»owelawﬁa armt aw br ntrratar

timinia wu¥thwtufart l\%tn?r?)tf” Iaénlarfa 1<
“HA J XM

gre 785745



DISCUSSION OF THE OIL AND GAS INCOME TAX LAWSUIT

The Oil and Gas Income Tax Act, AS A3.21, taxes oil and gas
companies at the same rate as other corporations. However,
it provides for a different method of determining the tax
base (i.e., taxable 1income) from the regular corporate

income tax. AS A3.21 combines the 1Iv/o basic approaches to
the taxation of Income of multistate corporations. On one
hand, it incorporates ™Separate accounting,”™ in which the

income and expenses of a company®"s in-state activities are
separately._determined without regard to the corporation-®s
out-of-state business, as if the in-state business were the

only business the company engages in. This approach is
applied to determine an oil company®s taxable income from
oil and gas production or pipeline transportation. On the

other hand, AS A3.7.1 also utilizes the "apportionment™
approach, whereby income from the corporation®s worldwide
activities is ."“portioned to in-state activities by applying
a formula. Apportionment 1is used in AS A3.21 to determine a
taxpayer®s 1in-state income from sources other than oil and
gas production and pipeline transportation.

The 1litigation over AS A3.21 questions whether it violates

the due process clause, the equal protection clause and the
commerce clause of the U.S. Constitution, as well as provisions
of the Outer Continental Shelf Lands Act that 1limit state

taxation of the O0CS. The original case, brought, by Atlantic
Richfield and Sohio, presents eight counts in 1its cause of
action. The State subsequently presented the same eight

counts, but expressed 1in the negative, 1in a second lawsuit
against all other taxpayers under AS A3.21 who filed and

paid under protest. The eight counts are:

1. Duplicative taxation. Count 1 of the Arco suit alleges
that AS A3.21 rcsuTtt in impermissible duplicative taxation

by imposing an unappoitioned tax on 1interstate 1income. In
other words, it alleges that separate accounting for production
income and pipeline income 1is unconstitutional. The plaintiffs

point out tliat other states which use an apportionment
formula might require the plaintiffs to include the Alaska-
taxed income as part of the total apport.ionnhlu income for
purposes of those other states®™ 1income taxes. The combined
result, the companies argue, could be that more than 1007. of
their income ends up being taxed by the states.

A case 1is currently pending before the U.S. Supreme Court,

Kxxon Corp. v Wisconsin Dept, of Revenue, which may considerably

affect the oY" -nine of Count 1 in the Arco case. The 1issue
there 1is whet r separate accounting 1is constitutionally
required inst ad of apportionment in cases where a corporation
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has functionally separate operations (i.e., exploration,
production and marketing) and some cccur within Lhe taxing

jurisdiction and others are entiiely outside it. If the
Court requires separate accounting 1in Exxon, the State ™
position on Count I will be strengthened. If Lhe Court

upholds apportionment, then Exxon could seriously weaken our
position, but not necessarily so; the exact effect would
depend on the Court ™ reasoning and the language used in
reaching its decision. The case is expected to be decided
by the end of June.

Besides the"basic question in Count 1 as to whether separate
account ing is permissible in AS A3.21, there are also soiro
issues of duplicative taxation 1in Lhe application of the
apportionment formula embodied in AS A3.21.0A0 for "other™
income. For instance, although production and pipeline

income earned in Alaska 1is already fully recognized under

the separate accounting provisions, the income from similar
activities occurring wholly outside Alaska is nevertheless
included in the worldwide "pie"™ o income to he divided

under apportionment. Similarly, a company engaged only in
production in Alaska could still be subjected "o apportionment
of 1its "other"™ worldwide 1income simply because it charters
tankers from a third pirty to ship its oil out of the state.
Both of these orobiems would be dealt with 1in the Administration®s
"technical amendments™ bill (HB 963), at a cost to the State
of less than a million dollars 1in FY 81.

While these last two 1issues have relatively small dollars-
ar.d-centr. consequences themselves, 1losing them 1in court

could be serious. The legislative history of AS A3.21 shows

that all antecedent versions of the bill 1in 19/8 bad severability
clauses. The final version of AS A3.21 did not. One could

argue Tfrom this fact that tne Legislature wanted the entire

Act to stand or fall together. IT the courts agreed, then

losing even these "minor" 1issues would lead to the downfall

of the entire Lax. The possibility of this outcome 1is, of course,
significantly reduced by the? general severability clause 1in

AS 01.10.030, but not absolutely eliminated.

2. Equal protection. The second count in the Arco case
alleges that: AS a3, 21 isciiininates against* interstate
commerce and violates equal protection and due process.

This 1is based on a compar;son of the tax treatment <f oil
and gas companies under AS A3.21 vis a vis their previous
treatment under AS A3.20, which 1is still afforded to all
other corporations. This 1issue could not he entirely rpsiolved,
legislatively or by regulation, except by repealing AS A3.21
and going back to AS A3.20 as the tax for the oil industry.
However, there are legislative and regulatory actions that
could be taken that would eliminate differences between AS
A3.20 and AS A3.21 that the 1industry regards, as being tbe
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most important. These relate to accelerated depreciation
and the expensing of intangible drilling costs for wells 1in
Alaska.

Depreciation is currently allowed for production equipment

on a unit-of-production basis; that 1is, each barrel produced

has the same amount of depreciation associated with 1it.

This is a form of accelerated depreciation since production

rates over the life of a field are greatest 1in the early

years and fall off in later years. By regulation the Department
of Revenue could authorize other forms of accelerated depreciation,
such as those used for the IRS.

Depreciation for pipelines is strictly on a straight-line
basis. This 1is because taxable pipeline income is tied by
statute to the pipeline®s net: income as regulated by the
Federal Energy RegulalLory Commission (FERC). FERC uses
straight-line depreciation.

Allowing accelerated depreciation does not affect the total
amount of depreciation allowed as a deduction, it changes the
timing. The effect is to reduce the tax liability in the
early years and make up for it in later years. In the case
of tax year 1980 (one quarter paid in KY80 and three quarters
in FY81), the tax deferral from accelerated depreciation of
production equipment would be $?2*million. For pipeline.; it
would be v36 million.

Intangible drilling eosls are now required to be capitalized
and depreciated on a unit-of-production basis as production
equipment. Expensing such costs 1is the fastest possible
form of accelerated deprei I-it ior.. IT only new drilling
could be expensed, the tax iP"fArral would " * about $72

mi 11ion for FY81.

3. Excessive, discriminatory taxation. hi Count 11l of the
complaint, plaint itfs alUrged that the amount of taxes
imposed by AS A3.21 bears no fair relation to services
provided by the State. In doing so, they pointed out the
large anticipated surplus of fund:; coining into the treasury,
the high proportion of state revenues already being derived
from sources oilier than AS A3.21, and the 1large amount of
taxes that they will have to pay 1in addition under the oil
and gas 1income lax.

A. Modification of leases. Count 1V of the complaint
alleges that Alaska, by enacting AS A3.21, wunilaterally and
unconstitutionally modified 1its oil and gas leases. Thin

seems almost frivolous in light of tlie Alaska Constitution®s
specific prohibition against contracting away the State"s
taxation power; no lease provision could have abridged this
power.
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5. PCS income. The Outer Continental Shelf Lands Act

forbids the states from taxing activites beyond theix* three-
mile limits. Count V of the Arco/Sohio complaint alleges

that AS 43.21.040, by including Alaska 0OCS property and
payrolls 1in the formula for apportioning worldwide "other™
income, violates this federal prohibition and is thus pi“e-
empted under the supremacy clause of the U.S. Constitution.

The dollars nt stake 1in Count ,T are comparatively small at
present, under J>million a year. But this would change 1if
there 1is significant new activity in the 0CS of.. Alaska. Also,
an adverse ruling here could bear on the nonseverability 1issue.

6~ Retroactivity. Count VI of the lawsuit raises a technical
cjuestion as to procedure in the enactment of AS 43.21.
Plaintiffs allege that the Act, which became law on July 6,
1978, cannot he made retroactive to the fLr;;t of that year
without the concurrence of two-thirds of the membership oF
each house of the Legislature. They further allege that

such concurrence was not gi-Ttn by Lhe Senate. This 1issue
should, at most, affect receipts under AS 43.21 for only part
of the 19/8 tax year.

7. Regulations. The Department adopted regulations iesquiring
payments of est imated taxer 1in installment..*; 1in advance of

ilier final due date foi each year. Count VII allege;; that

the statutory authorization for "inst.nl Iment n" iik.ms the
Department could only adopt regulations allowing, payments
after the due date. The effect of losin; this count would

not: he a loss in tax receipts finally collected, luu only in Illie
cash-1low timing of those receipts and the lost interest 1income
from the prepayment s. The 1lost interest would he $4").8 million
a year 1if the animal tax receipts are $">00 million.

8. Taxat ion of out-of state income. Count VIIl alleg.es

that AS 43.21 taxes out of-staie 1income having, no connection
with Alaska. To some extent this repeats the Count 1 challenge
to aspects of the appot tioniiient foimnta. Reside!; being, a

sort of "catch all,”™ this last count could also refer to AS
43.21.010, which subjects to the 1lax all corpor.tliciis deriving
income from the production of oil and gas fiom a lease or
property "in or directly associated with |Ilie state”. The under
lined portion refers to leases in the 0CS whose opera lions

are supported from a base or staging area onshore 1in Alaska.
There 1is a real, constitutional "due process” question as to
whether Alaska may tax a corpurat ion having no contact with
Alaska other than deriving, 1income from a lrase oi properly
"directly associated" with the slate. In addition, the
provisions of the 0CS Lands Act could apply to bar such
taxation. lilt 943 would eliminate this issue. Since there

are at. present no such coi porat ions, the present revenue
effect in nil. 4gnin, a loss here could trigger far greater
effects 1if non*;, “ernbility in fact applies to the Art.
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SETTLEMENT DISCUSSIONS
IN THE OIL AND CAS INCOME TAX LAWSUIT

In the course of administering AS 43.21, the Department of
Revenue has had to adopt a considerable number (over 30 pages
worth in the Administrative Code) of fairly technical, detailed
regulations to clarify and interpret Lhe Act. In order to adopt
appropriate and workable regulations covering such complex and
arcane matters as the leveraged leasing of oil tankers, there was
considerable dialogue and discussion, both at hearings and in
confcicnees, between the Department and various affected oil
companies.

As the full range of policy considerations relai ing, to the
successful implementation of the tax was discussed, cert an
regulatory actions appeared which, 1in conjunction with some
legislative amendments, presented a good promise of being a
foundation lor a settlement, by which the basic validity of the
tax would he acknowledged, while reserving for Ilit igation a fox;
narrow issues about the particulars of the application of the
tax. The ongoing litigation of those issues would therefore not
leopardi/e the tax itself, nor would their adjudication one way
or the other put major sums of money at risk.

These legislative and regulatory actions do not fall neatly into
the categories of 1issues presented hi the various counts given by
Arco and Soliio in their lawsuit. In fact, a number of the action
do not even tic directly into any one count. Tn .some cases, the
proposed changes could be jJustified just on the basis of policy
considerations, apart from any settlement possibilities. Tti this
group of 1independently just ifiablc act ions arc:

1. The technical amendments proposed 1in HI! 963.

Reasons for them art® given in Cove inor Hammond®"s transmittal
letter. Their combined revenue effects are about $3 million
a year.

2. Allow cm lent amortization of e timated costs of
terminating production operations, removing Tfield facilities
and restoring the site*. There would be a settling up™ when
these bad happened to account for any over- or under-amorti-
zation. Reasons for this are: A) tei initiation costs may be

carried hack only three years, which may not allow for thenm
to he Tfully recognized; and B) this is already allowed in
the case of pipelines, because of current KKRC rulings. The
revenue impact would hi* about $2. million a year currently.

l.css clearly justifiable would be* the elimination of the present
limitations on interest expense and overhead costs that 1inay be
deducted against production income. It would be advisable in
such a ease to grant the Department clear anthoi ity to set aside
undue charges for these 1items, especially 1if they result fronm
int raeoi poral e or Ilcss-than arms-length transactions. With such
safeguards, the present revenue effect would he abou* $3 600.000

a year. AGO 785753



The big dollars-and-cents issue in the settlement: discussion was
accelerated depreciation. This 1is really a tax deferral since

the total amount of depreciation ultimately taken does not change
regardless of whether the depreciation is straight-line or accel —

erated. For tax year 1980, it would amount to ?G1 million --
$213 million for production equipment and $35 million for pipe—
lines. Of course, 1interest would be lost on the money until it

is recovered, and tlie payback 1in later years won!d be 1in dollars
of reduced buying power.

Intangible drilling costs are merely an aspect of accelerated

depreciation. Right now they are capitalized and depreciated on
lhe same basis as production equipment. Allowing them to be
expensed (i.e., fully deducted as they arc incurred) 1is simply
allowing the ultimate 1in accelerated depreciation. As with

pipelines and production equipment, the tax loss now would be
recovered eventually through reduced deductions later in the life
of the field. hut the 1impact today is still some $72 nillion Tor
FY81 , not counting forgone 1interest.

The discussions of these possibilities 1indicated that, in exchang
for those considerations, the oil companies would dismiss the
present lawsuit except for the 1issues regarding 0CS and the; use
of "book™ income for apportionment instead ot taxable income as

reported to IRS. The sell lenient would nth extend to any future
developments 1in federal law, cither judicial or legislative, that
would impair or annul the Slate®s mi thod of taxing income. Also

they would reserve the right to challenge new regulations or
int orpret_at ions as may arise which arc not subjects of the presen
litignl ion.
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THE ROLE OF THE WINDFALL PROFITS TAX
IN THE OIL AND GAS INCOME TAX

The windfall profits tax is not recognized under AS 43.21 as an
allowable deduction against production 1income. At present this

has not become an additional basis for the oil companies”

to the oil and gas income tax, but it surely will be.

In thinking about the windfall profits tax, it is 1important to
remember that it is not necessary to settle the lawsuit 1in order

to deal with the windfall profits tax. It is separable from the
settlement considerations. However, settlement is most unlikely
if there is nothing done about the :ndfall profits tax.

The revenue implications of the windfall profits tax

are far

greater than the combined effects of all the other 1items involved
in coming up with a settlement. In FY81 alone, the effect 1is

$142.5 million: in _FY82. another $378 4 million. by
heaHnoj”™ $600 million a year.

,FY85 it. will

In all settlement discussions through J%nuary of this year (when
they were broken off), the windfall profits tax was recognized as
a major factor for any settlement, but it was a subject whose
discussion was postponed until Congress actually passed such a

tax and we could see exactly what it was.

AtiU 185755
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N Air ska Department of Revenue r o >ror drral
I *n uil and Pas Corporal? Identiftcation
E. Hh Ave. Income Tax Return flariber:

Ancliu.vnfP, Ak., 9?7501

(Please Type or Print)

This Retain is due This Return is for
on or before Lhe Name the Tax Year
date specified in Ended:
Regulation Nui iter and Street
15 AAC 12.700. T
City State Zip Code See Reaulation

15 AAC'12.*20.

A complete copy of the following reports must be attached to this Return when filed: (a)

Annual financial report to stockholders; (b) Federal Energy Regulatory Commission Form P, re-
porting Alaska oil pipeline activities only; (c) Alaska Public Utilities Commission Torm APUC 2,
reporting natural gas activities in Alaska (only). All questions and ronuests for information
on paae 2 of this Return must be answered.

S ENEICEN

O 0 —uo

10.

1

12.
13.
14.

15.

Schedule A - Computation of Tentative Tax

Taxable Production Income (loss) - Schedule B
Taxable Oil Pipeline Income (l0ss) - Schedule C .
Taxable Has Pipelino Income (loss) - Schedule 0 .,
Taxable Apportic .ed Income (L0SS) - Schedule E
Total, lines 1, 2, 3 and 4 (If less than zero enter -0- here and
0N LENE T ) oovosvvssmsssssssssssssssssssssssssssssssssssssess s sssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnon o

Less: Net Loss Carryover(s)/Carryback(s) - Schedule F .
Total Taxable INCOME (LOSS) s,
Surtax Exemption. (See Sections 1S61 and 156" of the Internal Revenue Code)
Line 7 less line 8 - (If less than zero enter -0 -) .

Income lax Computation:
(a) 5.4" of line 7 (Iflo
éb; 4.05 of I|ne9(fi'
C ) 1.

| s than zero enter -0-)
| 0
Total, lines 10(a

0S
ss thin zero enter -0-
d

(D) s

Estimat'd Tax Payments: JIiC
(a) first Quuler Estimated PAYMENT s s

(b) Second Quarter Estimated Payment ...
(c) Third Quarter Estimated Payment .o
(d) Fourth Quarter Estimated Payment .o
(e) If an Extension has been granted for this Return,

the amount paid at the time of EXTENSioN s
Other Payments (Specify: ).L_
Total Prepayments. Add lines 1l(a7,(h) ,fc),(d),(e), 'andline 12 .
Unpaid or Overpaid Tentative Tax. Line 10( ) loss line 13; (If greater than /e
pav this amount. If less than zero complete lines '5(a) and Y L ) R

If lines 14 is an overpayment (i.e. 1less than zero) indicate nt to bet,
(a) Refunded: ... N
(b) Applied to your estimated lax for next year: .... £

| declare under the penalties of perjury that | have examined this Return including accompany-
ing schedules and statements, and to the best of my knowledee and belief, it Is true, correct,
and complete. If prepared by a person other than the taxpayer, his declaration is based on all
information of which lie has any knowlodne.
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Alaska Deparhnent of Revenue
Oil and Gas Corporate Income Tax "Return

Questionnaire and Other Reouire™ 'nformation.

A. Attach a schedule of the following information for each corporation included
in this Return (Note; Place an asterisk by corporations doing business in Alaska
and deri.ina income from oil and gas production in Alasia or Alaska OCS or de-
riving income from one or more oil or gas pipelines in Alaska; see also (B) this

page);

(1) Name.

(2) federal employer Identification Number.

(3) Address.

(A) Date benan doing business in Alaska.

(5) State or country in which business was incorporated or formed.

(6) Sta*e or country of commercial domicile.

(7) Percentage of voting stock owned by the parentcompany or by any
other entity within the consolidated business (indicate each such
stockholder's name and address).

(8) Net income of each corporation reported to stockholders for the
period covered by this Return.

B. Did any corporation included in this Return and doing business in Alaska
during the tax year, conduct through one or more non-corporate inter-
mediaries operations that generated income for those intermediaries which
would make them subject to tax under AS 43.21--if they had been corporalions?

If the answer is yes, attach a schedule showing the following
information:

(L) Nameof eachcorporation which conducted business in this manner.

(?7) Nameof eachintermediary.

(3) Type of intermediary (e.g., individual, estate, trust, part-
nership) .

(A) Address of each intermediary.

(5) federal Hnployer Identification Number or Social Cecurity Number of
each in* i ‘'diary.

(ti) Pini nte of vnling stock of oh .m iition Ii 1ml in B. (1),
nluve, which is directly or indirectlyowned by eic'h intermediary
listed in B. (?), above.

t. Name, title, mailing address and phono number of the individual who should
tie contacted concerning an audit of this Return:”- _ -

D. Ineation(s) of principal .recounting records:.

F. loration(s), if different than (D) above, of minutes of this yiar's Hirelings
of Lhe Board of Directors, Fxerutive Committee and/or .ny other committee in-
volved in the business operations of the parent corporation or non-corporate
intermediary exercising direct or Indirect control over the consolidated

business:-- _

|. Name and address on the prior year's Return if different from this year.
State the reason for Ihe change (e.g., merger, name charge, moved
to new location, etc.,):

AGO T78*7*7



Alaska Department of Revenue
Oi 1 and Has Corporate Income Tax Re* jm

Instructions.

15 AAC 12.010. PERSONS SUBJECT 10 THIS CHAPTER. A corporation

doing business in the state and deriving income from one or r.ore of the
following sources is subject to the provisions of this chapter, even if
thaﬁ irt'lcome is more than offset during a year by expenses associated
with it:

N (1) a production interest in one or more leases or properties
I.i cu.*nercial production that are within the state;

(2) a production interest in one or more leases or properties
in corwr.ercial production that are in areas within the United States and
adjacent to the Slate of Alaska but not within this or any ether slate,
and which are supported from a base of operations within this state;

(3) the transportation of oil or gas or both by means of a
pipeline or pipeline system of which part or all is within the state.

15 AAC 12.020. fAXPAYLRS HAVING INCOME f'ROM OTHER ACIIVIUFS.

A taxpayer deriving income from one or more sources in add'Lion to any
of those listed in sec. 10 of this chapter is subject to the requirements
and income tax liability under AS 43.21 and this chapter only, for all

of its income.

15 AAC 12.030. CONSOL IDA11D BUSJINfSS. (a) A <iroup of two or

more corporations that arc directly or indirectly controlled or at least
50-percent owned (directly or through one or more intermediaries) by one
common person (corporate or otherwise) constitute a consolidated business
for purposes of this chapter.

(b) The income, expenses and assets of a consolidated business
include, tosgortive_ly, all inroine, expenses and assets attributed to it
df r et¥c. TO uf this tI .plt-r,

(ce If a voioralion ur consolidated business is in turn itself
controlled (by a n<ans charat teristir of ownership rather than through
the exertim of yrncnl novernn.ent.il powers such as la*.,, regulations,
judicial dei isions, proclamations and the like) or at least 10 percent
owned by a sovcioiyn, ho.nl of state, government, or govei nn.ntal agency,
the consolidated business does not include the sovereign, head of

state, government or governmental agency for putposes of this chapter.

15 AAC 12.040. AlI'IRNUJi ION Of INCOME, (a) The income, expenses and
acsets ot an enterprise involving undivided joint ownership must be
attributed to the joint owners of that enterprise on the basis of their
respective ownership interests, as ruiy be modified by agreement amonn those
joint owners, for purposes of this section, partnerships, joint venture*:,
trusts with joint beneficiaries and similar legal entities (but not a
corporation) are enterprises involving undivided juint rwnership.

(sontinued) 3- AGO 785758



Alas la H epartmen* of Revenue
Oil find Gas Corporate Income Tax Return

Instructions.

(b) [, a corporation doing business ir. the state conducts, through
one or iore non-corporate interr.ediaries, operations that generate i, .0 >
for tiose intendediaries which would male them subject to tax under
AS 43.21 and this chapter if they were corporations, then that
corporation is presumed to derive income from those operations in the
amount of the income earned by those intermediaries and therefore
subject to tax und_r this chapter. Such a u,poration's tax is calculated
using the revenues and deductions of the 'Intermediaries, as if the
corporation were directly conducting the jperations actually conducted
by the intermediaries.

MC 12,050. NET TAXABLE INCOME, (a) A taxpayerl* t.4-percent
tax and 4-percent surtax under AS* 43.21 and this chapter for a year are
on trie ta>payer's net taxable income for that year .is determined under
(b) of this section, except that the surtax will be cwutrj pn that
nﬁt ttaxable income minus the surtax exemption specified in sec. 60 of this
chapter.

(b) A taxpayer's net taxable income for a year is that taxpayer's
taxable production income under sec. 100 of this chapter for that year,
plus that taxpayer's taxable oil pipelinr income under sec. 300 of this
chapter for that year, plus that, faxpayo. s taxable gas pipeline income
under sec. 400 of this chapter for that year, plus that taxpayer's
taxable apportioned income under sec. S00 of this chapter for that year,
and minus all net losses oi that taxpayer that are being carried back or
carried forward to that yrar from one or more other tax years in
accordance with sec. /0 o tfiis ci.ipter. If the taxpayer's Income under
one or more of secs. 100, 300, 400 .nd bOO of this chapter reflects a
loss, the total of the lo*ses under those sections is offset against the
total gain (if any) under the rest ofthose sections.

"1 t?7.060. T " I'DN A mopayer's surtax Nx i% n 1

e iibul.if'-d in t«l'orrbiui e with* AS 4t."0 oll(e) md AS 43.20.M?1(a). [he
suit.ix 0.4 n Lion for tax ycur 19/8 is $10,000. lhe surtax exemption! if
Zgymfé)or tax years after 10/8 will  tiean amount determined under

Ib AAC 12.610. NUIICI Of COMMI ML NI 0L TAXAHt 1 At.IIVIIY. A
«iiporation not subject to tax under AS 43.21 and this chapter "hall,
within 30 days of the time it begins to derive income (even if that
income is exceeded by the expenses involved) finm any of the sources
d'" sci ibed in sec. 10 of this chapter, jive written notice to the
depart nt of the fact that it has begun deriving income from those
4oui los . this section applies only to thr.se who, after the effect ive
date of Ar>43..M aid tho original adoption date of this section, legin
deriving interne from .»ny source described in ec. 10 of this chapter.

(continued) 4 AGO 785759
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Instructions.

15 .ac 1?7./o0. RETURNS AND ASSESSMENTS, (a) A taxpayer reporting

on a calendar year basis shall file, on or before April 15 of each year,

a mx icium on such frnns as ray be prescribed by the department, setting
out all the information required in determining that taxpayer's net taxable
income under this chapter lor the previous vear and the amount of tax due

ori that income.

(b) A fiscal-year ta>;ayer shall file, cn or before Lhe 15th day of
me fourth month alter the month in whirh the taxpayer's fiscal year ends,
a (ax leturn on such forms as may be presMhed by the department, setting
out all the information required in determining that taxpayer's net taxable
income under this chapter for the taxpayer's fiscal year last ended and
the hi aunt of ‘“ax due or. that in(,.,e.

(c) In its discretion, the department will grant a taxpaye* an ixton-
s on of as many as bO days from Lhe deadlines for filing return, specif ed
in (a) and (h) of this section. An application for an extension im.st he
on a form prescribed by tt.e department, setting forth all the information
required to support the applicaLion.

(d) Returns required under this section must he filed by the cor-
poration dcriving income (or to which income is attributed under sec.
AO of this chapter) from une or more of the sources described in sec. 10
of this chapter. Where two or more *och corporatic.is are parts of the
Srtine consolidated business, they shall file a single consolidated tv'.urn,

(e) On or before August 15 (for fiscal-year taxpayers, the 15th day
of the mghth month after the month in whichthe taxpayer's fis<al year "
"'ids), the department will assess thotaxpayer and send the taxpayer a
notice of assessment showing the amount of net taxable income under this
ft g.r r for th.it tl»payer during tt.e previous vrar, the total amount of

RO “dylir- »t- der, d the lint (if any) of that fix i .lining
oM "| >iid. W turns and a .+, ntS .Oder t'nis sritiuft .ue «.Met L
i ot cut for three years fiom the date ot the original notice of as .ess-
15 A Id./IO, 1AVl tttS; lrp.fAl Ttil NIS. (a) for the 1*1/8 tax year,

li . « hall prepay its J tax Uilder this chapter in an
install "t on or hilore March 15, |g/qg, n, when < :Incd with the tax-

payer's insla llii.'f.t [rt>..nts (if any) of f.tit tted tax under AS 43.70 and
1 ! of 1lli~ title made after D her *1, 19/7, brings the total piepaid
‘a* to 100 f.ri.ent of the tax and snr.ax on the taxjayer's total estimated
19/B net tax.pile 'muw under this iluipter, as that net taxable intone is
es_ti{nated and n pmled by the taxpayer .it the time it makes the jie.tall-

n.int.

(I>) lor tax y<ars after ttie 1'i/H tax y .»r, eai h taxpayer shall piipay

its esti aled fix under this ithaptor in installments in attordaiue with the
tolli,wing s I, inle:

CGon! timed) AGO 785760
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Instructions.

(1)  On June 10 of each year (for a fiscal-year taxpayer, the
10th day of the sixth month after the start of the fiscal y'ar)', a first
installment comes due that is equal to one-quarter of the tax and surtax on
the taxpayer's total estimated net taxable income for that year under this
ghapter, as that net taxable income is then estimated and reported by the
axpayer.

(2) On September 15 of each year (for a fiscal-ycar taxpayer,
the 15th day of the ninth month after the start of the fiscal year), a
second installment comes due that, when combined wUh the first install-
ment, brinys the total prepaid tax to onc-half of the tax arid surtax on the
taxpayer's total estimated not taxable income for that year under this
chapter, as that not taxable income is then estimated and reported by the
taxpayer

;3 On December 15 of each year (for a fiscal-year taxpayer, the
15th day of the 12th month after the start of the fiscal year), a third
installment comes due that, when combined with the first two installments,
brings the total prepaid tax to three-quarters of the tax and surtax on the
taxpayer's total estimated net taxable income for that year under this
chapter, as that net taxable income is then estimated and reported by the
taxpayer.

(4) On March 15 of each year (for a fiscal-year taxpayer, the
15th day of the 15th month after the start of the fiscal year), a fourth
installment comes due that, when combined with the first three installments,
brings the total prepaid tax to 100 percent of the tax and surtax on the
taxpayer's total estimated net taxable income under this chapter forthe
%ear in question,as that net taxable income is then estimated and reported

y the taxpayer.

(r) If, i.nre of « o <*d s ils, a taxpayer his to revise its
total i timile n>* tiixiMe f m pd".. .mi so significantly that its piior
installments that ytar under (b) of this section equal or exceed the amount
to which the total prepaid tax is to be brought when the next installment
ioiues due, the, the taxpayer needs only to report the current estimate of
its total tax for that year anil does not need to mate any further payment
as an installment at that time. f'o refund will be made .it that time as the
insult of a taxpayer's having a mijative installment an apparent overpay-
ment from ils prior installments; however, if the condition of overpayment
continues until the time of the department's assessment under sec. /00 of
this <hapter, the remaining overpay mit will then be handled as an ordinary
refund under sec. /20 of this chapter.

(d) At the lime a taxpayer tilesils tax return required under sec
100 of Ihir chapter, the taxpayer -.ball pay the excess, if any, of its
lotal tax over the amount aln.idy paid by the taxpayer in its installments
under this section.

(«nut tnu'd) 6- AGO 185761
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Instructions.

(e) If the department's assessment under sec. 700 of this chapter
.S a total tax for a taxpayer greater than the arount already paid by
the taxpayer in its installments and its payment made at the time of filing
its return under sec. 700 of this chapter for that year, the taxpayer shal
nay the additional amount of tax on or before September 30 *for a fiscal-
uar taxpayer, the last day of the ninth month after the month in which the
taxpayer's latest fiscal year ended).

(f) A payment of $50,000 or more must be made by wire transfer of
funds, in accordance with the standard procedures required by th depart-
ment for wire transfers. Payment of smaller sums may be by wire transfer
check, ioney order, or cash

() rv :nts and reports required under this section shall be made on
the same basis as returns required under sec. 700 of this chapter.

15 1 AC RfFUNDS, (a) The department will refund to a tax-

payer any overpayment of the taxpayer's tax for a year under this chapter
on or before September 30 of the following year (in the case of a fiscal-
yi ar taxpayer, the last day of the ninth month after the month in which the
taxpayer's fiscal year ended). The amount of the overpayment will be
determined on the basis of the lax as determined by the department in its
assessment under sec. 700 of this chapter for the year in Question, unless
the overpayment arises from a reduction in the assessment as the result of
a subsequent audit by the department or a carry-back of a later year's net
In"S under sec. 70 of this chapter. In the case of such a reduction in a

t (.epayer's assessment, the refund by the department will equal that reduc-
tion. In addition, the department will simultaneously pay the taxpayer any
iﬂterest due on the refund as computed in accordance with sec. 730 of this
chapter.

(b) At i»s Opt >n, the to|».iy-r ray elet.t to I've the itvj*arti nt
ply m jut of a rrl.;;nd (imlw.ti g .my irttesw#t) under this seitfnn as
a u*dit imst future |u»y. nts of tax coming due under this chapter,

Instead of remitting the refund to ttie taxpayer.

15 AAC 1?7.740. CIVIL, I'I'fiAl T11S.  Tor unpaid taxes to which paragraph
(1),(?), or (3) of sec. 730(a) of this chapter applies, the civil penalty
prOV|ded by AS 43.05.330 will be imposed beginning the day after thestart-
ing date specified in the applicable paragraph of thatsection. Torunpaid
taxes to which paragraph (4) of sec. /30(a) ofthis chapter applies, the
civil penalty provided ty AS 43.0'».?/10 will bo imposed beginning the 31st
day af>»r the department's wi itten notice to the taxpayer of an increase in
its a'\l .iiiit as the result of .in audit by the department.

(eonl(nurd) -7-
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In .witict lons.

15 AAC 12.820. FISCAL-YEAR TAXPAYERS. All taxpayers shall report jnd

pay tax under this chapter on a calendar year basis unless *hey have
received prior written authorisation from the department to report and pay
tax under this chapter on a fiscal yea* basis. The department, in its dis-
cretion, will grant such an authorization to a taxpayer, but only if the
taxpayer's financial accounting is done on a fiscal year (as opposed to
calendar (ear) basis. If granted, each such authorization by tI* depart-
ment authorizes a taxpayer to report and pay tax under this chapter on the
basis of only the fiscal year that is used for purposes of the taxpayer's
financial accounting and not on chi basis ofany other fiscal year. A
taxpayer thus authorized to use its financial accounting fiscal year is a
"fiscal-year taxpayer",

AGO ?8W63



Toable Production Income (Loss)

1.

3.

Alaska Department of Revenue
Oil ar.d Gas Corporate Income Tax return

Gross Production Revenue,

Extraordinary Production Revenue or (Loss).

(from Schedule B . 1)

Schedule B

(Total of the amounts

entered on line 13 of the Schedules B.8 that are filed as part of
LT T O 1

Add amounts on lines 1 and 2

Deductions from Gross Production R *vonuo

o=

10.
11.
17,

13.
14,

Royalties. (Total

Schedules B.9 thatare filed as part, of this Return) ..

Production Taxes.

Schedules B.10 that are filed as part of this Return)

Ad Valorem Taxes.

Schedules R.II that are filed as part of “his Return)

of the amounts entered online 3 of the

(Total

(Total

Dirpct Operating Costs.

the Schedules B.I?

Acquisition Costs.

Development Rosts.

of *ho amounts entered onl'ne 3of

of the amounts entered online 3 of

the

the

(Total of the amounts entered on lire 10 of
that are filed as partof this Return)

(Total of the amountsentered on lines 6, 1
and i3 of the Schedules B.I3 that are filed as part of this Return)....

(rotal of the amounts entered on lines 4, 2

and 47 uf the Schedule R

rxplor.ition Costs.

(The a

Iti<api tal i.vd Interest.

a*i.oral Overhead and Administrative Txpense.

line ?3 of Schedule B.IT7)

Total Deductions.

Taxable Productim
Schedule A, 1llno 1)

14 that me fill'd as part of this Return)....

unt mtucd on line 10 ot Schedule B.IS).

(The amount entered on line 9 of Schedule R.16)

(Ilhe amount entered on

(Add amounts on 1INES 4-17) s o

Income,

(line 3 less line 13;enter also on
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Instructions:; Taxable Production Income

15 AAC 12.100, TAXABL- PRODUCTION INCOME. Ataxpayer's taxable
production income during a year equals thetotal of the taxpayer's gross
production revenue (determined 'n accordance with secs. 110 -- 130 of
this chapter) during f,at year for each lease or property in the state
in which the taxpayer lras a production interest, plus the total of the
taxpayer's extraordin y production revenue (determined in accordance
with sec. 140 of the chapter), if aiv, during that year for each lease
or property in the state in which the taxpayer has a production interest,
minus the total of the taxpayer's deductions for that year under secs.
200 -- P°0 of this chapter, and minus the total of the taxpayer's extra-
ordinary production loss (determined in accordance with sec. 140 of this
chapter), if any, curing that year for each lease or property in the
state in which the taxpayer has a production interest.

15 AAC 12.HO. GROSS PPODUCII.ON REVENUE. A taxpayer's gross
production revenue during a year from a production interest in a lease
or property is the value at the point of production of the taxpayer's
gross share of the oil and nos produced from (or allocated to) that
lease or property; however, oil or gas that is used, flared or
unavoidably lost in the production operations for the lease or property
or is injected into a reservoir in the course of the operations for the
same field, may not be included in determining the taxpayer's gross
production revenue from that or any other lease or property.

15 AAC 12.120. VAIllii AT mi POINT OF PRODUCTION, (a) The value

at the point of production for oi. or"gas produced from a lease or
property is the sales price of that oil or gas, minus the reasonable
cost of transportation (if any) from the point of production for that
oil or pasto the sales delivery point for that oil or oas; except that
in no event may the value at the point of production for a taxpayer's
oil or gasexceed the ceiling price (if any) that is applicable to that
oil orgasunder i minflatory price control program.

(h)  fur put poses "I this «},ipter, "sales price" means

(1) for a taxpayer's oil .rid gas sold in a bona fide, arm's
length sale to a third party, the cash value of the full tonsid gut ion
given and received for that oil and gas, except in the «ase of a sale
to which (t) of this section applies

(2) for a taxpayer's oil not sold in a Inna fide, inn's
length sale to a third party, tin* total acquisition cost for imported
oil of similar quality delivered 1.0.0. at the gate of the refinery to
which the taxpayer's oil is ultimately delivered, with an appropriate
adjustment for differences, if any, in quality nr in unt1tin cuts
treatment between the two oils (wh ever possible, such an adjustment
will be based on market data involving bona fide, arm's length sales of
comparable Alaskan oil and similar imported oil); and

(continu d) -10- AGC 78576%
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Instructions: Ta/able Production Income

(3) for a taxpayer's gas not sold in a bona fide, arm's
lenyth sale to a third party, the volume-weighted average of the prices
then being given and received under the teims of the sales contracts
for significant quantities of gas (in terms of delivery rates or
reserves committed, or both) which have been entered into or whose
pricing provisions have been amended during the tax year or the two
preceding years among all the bona fide, arm's length sales contracts
(whether between third parties or not) applying to gas from the same
field as the taxpayer's qas (or if there are no such contracts for that
field, the counterparts of those contracts .n the nearest, field to that
f.eld), with an appropriate adjustment according to the ideal gas laws
for any difference in the specified delivery pressure or temperature
between the gas sold under the reference sales contracts and the
taxpayer's gas.

(c) For purposes of this chapter, "sales delivery point" leans

(1) for a taxpayer's oil and gas sold in a hona fide, arm's
length sale to a third party, the point of delivery under the termsof
the contract or agreement for that sain, except iri the case of a sale
to which (f) of this section applies;

(2) for a taxpayer's oil not sold in a bona fide, arm's
length sale to a third party, the gate of the refinery to which that
oil is ultimately transported; and

(3) for a taxpayer's nas not sold in a bona fit", arm's
length sale to a third party, the point of delivery under the terms
of the sales contract being used as the reference for the sales price
ot the taxpayer's gas under (b)(3) of this section.

(d) Per pi.r of this it "filer, "point of product inn" rn-ans

ti  for oxl, the."ill i'lie ui'limly Liamhr . t<i nr unit
through which the oil enters into the facilities of a carrier pipeline
ur other transportation »an ior; and In the absence of an automatic
lusltnly transfer meter or unit, the "pointof production” for oilis the
outlet tlange of the tank gauge (or in the absenceof a tank gauge
another mechanism or device to ieasurc the guantity of oil that has been
approved by the department for this purpose) through which the oil is
tendered ami aiiepted into clie facilities of a farrier pipeline or other
transpot lation <aii ior;

(xy for gas, the meter on, or nearest (measured along the
course taken by the gas) to, the lease or property fruin which the gas is
recovered, at whiih meter the sales stream of gas is measured with
sufficient accuracy and at appropriate temperature, pressure and other
condition for purposes ol sale, 1 gardless whetherthe particular gas in
question is actually sold at that meter.

(coot inued® 1 AGU 705 766
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Instrue tioris: TasabJe Productport Incotue

(e) ‘otwithstanding anything to the cont'ary in (a) - (d) of this
section, where a taxpayer's gas from a lease or property is run through
a gas processing plant and part or all of the residue gas and extracted
liguids are returned to that taxpayer, the "value at the point of
production' for that gas ic the total value of that resid"? gas and
extracted liauids as they come out of the plant, less (1) a reasonable
allowance (either withheld in kind by the plant operator or paid in cash
to the plant opcruor) for the cost of processing that gas through the
plant, (2) the reasonable cost of transportation, if any, from the point
of production for that gas to the intake into the plant, and (3) the
value of any residue gas returned to the taxpayer that is used, flared
or unavoidably lost in the production operations fur the lease or
property or is injected into a reser uir in the routse of operations for
Lhe same field.

(f) If a taxpayer sellsits oil or gasto a third party in what
would otherwise be a lona fide, arm's length sale hut at the time of
this particular sale Lne taxpayer expects to repurchase that oil oi gas
at a subsequent time and place, then that sale to Lhe third party and
the repurchase  from the third party. I itoccurs, must be disregarded
and the oil or gas subject tothat sale mustbe regarded <s if it had
remained the taxpayer's own oil or qgas throughout lhe time between that
sale and repurchase. In determining the value at the point of nroduc*ion
in such a case, t*v reasonable cost of transportation hetwee* the point
of sale for th.it sale and the point of repui _hase must be determined as
if the taxpayer were the shipper for purposes of sec. MO of this
chapter. Ihis subsection does not apply if the taxpayer's expected
repurchase does not in fact occu**

15 AAC 12.130, REASOWAdI.L COSTS OF TRANSPORTATION, (a) In the

case of transportation of oil or gas by a regulated carrier, the
reasonable *ost for that transpoitat ion is, for pur, mos of .his

diipt or, the tarilf on [lilt* willi Mitt or other n [lul.ihiry jency having
juri dii ti"n that 'S i, pii"able to that tian pal.lion ot the oil or gas
liy the carrier, from the point where that oil or gas is tendered into
the facilities of the iairier to the point where it is delivered from
Hie facilities (t the carrier,.

(h) In tin* i.i e uf transportation of oil by a tanker or other
vefsel that is not owned or effectively owned by the shipper of that
oil,

(1) for" a s'ngle voyage <har*er, the n,rumble cost for that
transportation is, for puiposes of id Is chapter, the ibarter fee for
that vessel, plus any voyage and pun »osts not included ill that foe
which are incurred with respect to that ti.mspoitat ion during the term
Of the charter and which are borne by the shipper, plus the positioning
cost., if any, borne by the shipper for that ve'sel;

(continued) 12-
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[nsLi*fi lions: iVvable Tr Inction Income

(2) for a consecutive voyage charter or a time tha*'*< e
11 1sonaDle cost for that transportation is, for purposes 01 this
uij; or, the charter fee for that vessel, plus any voyage and port costs
not included in that fee which are incurred with respect to that
transportation during the tLMm of the charter and which arc borne by the
shipper, plus the position.ng cost (amortized over the lesser of 36
months or the term of the charter in the case of a time carter, and
amortized on the tasis ot the nuril..;r of voyages in the case of a
conseclutive Moyd'.e crartcr), if any, borne by the snipper for that,
vessel;

(3) for a contract cf affreightment, the re.isonable cost f< *
that Iransport.ition is, for purposes of this chapter, the affreightment
fee specified in that contract, plus any voyage and por* costs and any
positioning costs not included in that ft' which are incurred with
respect to that transportation during the term of the contract of
affreightment and which are borne by the shipper.

(c) In the case of Ltd .portaJon of oil by a tanker or other
vrsxol that is owned or efiortivoly owned by the shipper of that oil,
the department may, at the renuest of a taxpayer (but in the department's
solo discretion), authorize the taxpayer to use the fair market value of
like transportation as the reasonable cost frr the transportation in
question. If the taxpayer's request is granted, the department, and not
the taxpayer, will determine the fair market value of like transportation,
on the basis of third party time charters (that is, time charters in
which the shipper does not own or effectively own the vessel) of one
year or more which are reported to the department for like vessels; and
when it makes its determination, the department will notify the
taxpayer of it in the notice of assessment described in sec. /00 of this
chapter. Two vessels will be considered like vessels for purposes of
ihis ihaptor if the difference | ['./.n them in deadweight tonnage is
1is i 10.m'0 it wh.right tiiiS and if !liny are both ‘ones /VI ,i mcls,
H .no both «PS . siels, or are loin i"S vessels or aie both UtVODS
vessels. If the department does not authorize the taanyer to use fair
r.irket value ut like tr,ur.portation (as described in this subsection) as
the reasonable cost for the It .inspect,ition in question, then the
lit* unable cost for that transportation is, for purposes of this
chapter* Iho taxpayer's actual iost for that transportation. This
actual (ost equals the sum of

(1) the voyage and port iosts incurred with respect to that
11ansportatinn,

(o) flip positioning eost, . mti/ wover 30 months, for that
vessel, but only for cl,icing that v<ssel into position before its
employment in the Alaska trade and not for placing it into position
aft%r its i.iployit'iit in the Alaskt trade for employment in another
Ltade,
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(3) depreciation of the vessel;if the vessel is actually
owned by the shipper, depreciation must becalculated in accordance with
the applicable FASB Financial Accounting Standards for such owned assets;
if the vessel is effectively owned by the shipper, depreciation must be
calculated in accordance with FASB-13 from the standpoint of a lessee
under a capital lease; and

(4) an amount which, when taken together with depreciation
under (3)of this subsection, will provide a reasonable rate of return
on the acquisition cost of the vessel over its expected life; for
purposes of this paragraph,

_ (A) “acquisition cost" means the cost of the vessel
which may be capitalized by its actual owner under gnneially
accepted financial accounting principles, and

éB) "expected life" means the period of time usod to
calculate depreciation under (3) of the subsection.

(d) In the case of transportation of gas as LNG where not all of
the ING transportation facilities are subject to tariff regulation (by
TIRC or another agency of the United States, a state, a territory or
possession of the United Slates or a foreign nation),

(1) when the shipper does not have or effectively have an
ownership interest in the LNG transportation facility, the reasonable
cost of transportation for that ING transportation facility is, ior
purposes of this chapter, (he amount charged to the shipper for that LNG
transportation; or

(») when the shipper has or effectively has an ownership
f.uro<;t il the ING Lini' pro til ion facility, the depart nt. may,
m the i ‘juost of .i 1.*payer (but in the department's ole discretion),
unlliui‘i/c the taxpayer to use the fair nurlcet value of like transportation
as the reasonable cost for the transportation in question, if the
taxpayer's request is granted, the department, and not the taxp yer,
will determine the fair market value of like transportation, on the
hisls of third party charters or leases (that is, charters or leases in
which the shipper does not own or effectively own the LNG transportation
facility in question) of three years or more which are reported to the
department for like ING transportation facilities; and if it makes such
a determination, the department will notify the taxpayer of it in the
notice of assess nt described in sec. /DO of this chapter. [If the
department does not authorize the taxpayer to use fair market value of
like transportation (as described in this paragraph) as the reasonable
cost, fur the transportatin* in question, then the reasonable cost for
that transportation is, for purposes of this chapter, the taxpayer's
actual cost for that, transportation. This actual cost equals the sum of

(A) the direct operating costs of the NG transportation

facility (in the case of .1 INNG tanker, its respective voyage and
po . costs) irtcu-red witli respect to tiro shipper's gas;
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Instnuclions: Taxablie Production Income

(B) depreciation of the LNG transportation facility; if
the facility is actually cwned by the shipper, depreciation must be
calculated in accordance with the applicable FASL Financial
Accounting Standards for the owner of such assets; if the LNG
transportation facility is effectively owned by the shipper,
depreciation must be calculated in accordance with FASB-13 from
the standpoint of a lessee under a capital lease; and

(C) an amount which, when taken together with depreciation
under (B) of this paragraph, will provide a reasonable rate of return
on the acquisition cost of the LNG transportation facility over its
expected life; for purposes of this subparagraph,

(i) “acquisition cost" means the cost of the LNG
transportation facility which may be capitalized by its actual
owdner under generally accepted financial accounting principles,
an

(i) “"expected life" means the period of time used
to calculate depreciation under (B) of this paragraph.

(e) For purposes of this chapter, "voyage and port costs" for a
vessel are

(') costs actually incurred for fuel for the vessel while in
port and at sea, stores and provisions for the vessel and for her
captain and crew, wages and benefits of the vessel's captain and crew,
routine maintenance, port and (loci' fees, storage costs, demurrage, tug
and pilotage fees, marine agents' lees in port, lightering, transshipment
charges, customs fees and duties, regular and customary gratuities that
arc also legal, insurance premiums actually paid, minor cargo losses or
measuring differentials, loading and unloading inspection fees, Panama
Canal transit foes, a reasonable m.nagemrnt fie (to be pro-rated ruu.il ly
.sang vessels) for cor dinatinj arrivals and departures into and out of
ports for vo'sels owned, effectively owned or chartered by the shipper,
and other reasonable costs associated with the operation or maintenance
(or both) of the vessel; and

(2) in addition to the costs listed in (1) of this subsection,
in the case of catastrophic loss or damage of a vessel transporting oil
or LNG from Alaska or onroute to Alaska to take on oil or NG, a
portion of the loss (for Tloss or damage of tho ship, for injury or lass
of her captain or crew and for damage and clcan-up due to spillage of
part or all of her iargo, hut not. for the loss of the mrgo itself)
which is borne by the shipper as the result of that catastrophic loss or
damage and which is not reimbursed by insurance or by a third party;
this portion or the loss is determined by dividing the unroinbursed
liability on tin basis of deadweight tonnage among the vessels
owned, effectively owned or chartered by the shipper to tr.nepui f oil
or ING (whichever was lost) from Alaska.

(cont inued) AGO 785770



Alaska Department of Revenue
Oil and Gas Corporate Income Tax Return

Instructions: Taxable Production Income

(f) A ,erson "effectively owns", has "effective ownership" or
"effectively has an ownership interest” in a vessel or LNG transportalion
facility for >urposes of this section if either

(1) the vessel or LNG transportation facility is owned by
another person comprising part of a consolidated business in which the
first person is also a part; or

(2) the vessel or LNG transportation facility is the subject
of a capital lease in which the person, or another person comprising
part of a consolidated business in which the first person is also a
part, is the lessee.

(g) Tor purposes of this chapter, the "positioning cost" for a
vessel includes the coSwS not included in the charter for that vesse
which are borne by the shipper for placing that vessel into position
before the first voyage under that charter or the estimated costs to be
borne by the shipper for delivering it up at a specified location after
the last voyage under that charter, or both if the shipper is obligated
u#derbthﬁ terms of the charter or contract of ..ffreightment to bear
them both.

(h) A reasonable rate of return under (c) (4) or (d)(?)(C) of this
section is presumed to bo that internal rate of return (after federa
income tax) on an investment which equals two percent plus the average
annual national inflation rate (measured by the GNP deflator) during
(1) the period between the time the commitment is made to construct or
acquire Lhe vessel or NG transportation facility and the time when the
vessel or ING transportation facility has been received (or delivered) and
Is ready to be placed into service, or (?) if the period in (1) of this
subsection falls entirely within a calendar year, that entire calendar year.
At the n (ru st of a taxpayer nr ¢n its own motion, the depart'mt tav
leplaic ihi- jivim d *\Uo of cfiirn with m based on the rale of
return i iputed to that invest nit or similar ones by the person utiing
or effectively owning the vev.el or NG transportation facility.

(i) [he third ;arty nature of an agieement between a shipper and
a thi«d p.nty lurrier regarding transportation costs is not alfee led during
the term of that agreement by a subsequent consolidation of Lh.it shipper
and carrier into a consolidated business, if, at the time they entered
th.it agreement neither the shipp r pur the larrier exert i'.ed, directly
ur indirectly, any control over ftic business affairs of the ether as the
result of, or in anticipation of, their subsequent consolidation into
the Siime consol i(fated business.

-16- AGO 785771



Alaska Department of P.-venue
Oil and Gas Corporate Income Tax Return

Gross Production Revenue Schedule R.I

Gross Production Revenue: Oil
1+ Sales Proceeds. (Total of the amounts entered on line 1 of
the Schedules B.2 that are filed as part of this Return)....

P. Costs of Transportation. (Total of the amounts entered on line 4
of the Schedules B.3 that are filed as part of this Return)....

3. Subtract, the amount on line 2 from the amount on [ine 1.
Gross Production Revenue: Gas
4. Sales Proceeds. (Tutal of the amounts <ntorod on line 13 of

the Schedules B.5 that are filed as part of this Return)...

5. Costs of Transportation. (Total of the amounts entered on line 8
of tho Schedules R.6 that are filed as part of this Return).....

6. Subtract the amount on line 5 from the amount on line 4 .

1. Gross Production Revenue. Add the amounts on lines 3 and 6 ...

- AGO 1851T2
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Alaska Pepartrent of Revenue
0il and P-as Corporate Income Tax Return

Sales Proceeds: Oil Schodula b.2

NOTE: A separate ropy of this schedule rust he completed for each pro; arty

in Alaska with commercial oil production; in cases of unitization,
the unit (or if the unit is divided into participating areas, the

participating area) is the property" for purposes of this schedule

1. Identify the property.

Category I:  0il '"Voduction Being Reported at its rull Ceiling Price

(continued) -18-

2. Volume of 00l N CAtEQOIY | o, bhis
3. Value of 00l In CAtRQOIY | s
Category II: Other Qil Production
A Volume of 00l in CAtEGOrY 1 s _ bhls
S.  Gross ﬁroceeds from oil in Category Il that was sold to one or
more third parties:
(a) in contemplation of subsequently reacguir ir.g it,
but it was in fact not - 'scguently reacquired
(USE the SAlES PIiCe) mmmmmm————————————.
(h) in rontf plation nf subseeirntly rfacquiring it,
and afUr it was in fact » quiz.d it ,is again
aid to ‘flie nr (IIP third | Lties (il-.0 Mu" ill me
0f the SECONT S ATE) s e e
(c) not in rant" ‘pl.ition "I ‘stil'.e»|'n*ntly t<ai quir ing
It (USe the SAlES PriCe) mmmmmmmmmm——————
(d) total: add lines 5(a), 5(b) and 5(C) mmmmmmmmmmmmm————.
AGO 785773



AlaskaDepartment of Revenue
oil : orporate Income Tax Return

Sales Proceeds: Oil

c.  Value of oil in Category Il

(a) that was not sold to a third party (use the
acquisition cost for similar imported oil
delivered F.0.B. at tMe same destination).....

(b) that was soid to one or morethird parties in
contemplation of subsequently reacquiring it
and after it was in fact reacquired it was not
sold to a third party (ir.e the acquisition cost
for similar imported oil delivered F.0.B. at
the same destination)

(c) total: add lines 6(a) arid 6(D) ..

1. Total sales proceeds: add linos 2 6(d) and 6(c)...

-19-

Schedule B.2
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Alaska Depaitnent of Revenue
O1l and Gas Cornorate Inrore Tax~Return

Costs of Transportation: Oil Schedule 9.3

011 transported by remulated carrier.
1. Attach a schedule identifying each regulated carrier (pipeline)
and indicating:

(a) The point(s) in Alaska where oil 'S tend red into Ihe
facilities of the carrier(s).

(b) The point(s) where oil is delivered from the facilities
of the carrier(s).

(c) The transportation tariff rate(s) on file with FIRC or
other regulatory agency having jurisdiction over
each carrier,

(d) Total tariff paid each carrier for transporting oil
during the tax year between points 1(a) and (h), above.

2. Total Tariff Paid All Carriers During the Tax Year .o
3. Total Tanker and Othei Vessel Costs. (Total of the amounts
entered on line I[fl of the Schedules B.4 that are filmd as
PArt 0f thiS RETUIN) o s s s ——————-

Totj | r.ists of Tr." 'uriulion: Oil. Add e« mints on lines » and i

AGO 7857/5



~Alaska. nopA1ti/-'it of Revenue
Oil and Cas Cm*j)orate Income Tax Return

it a co pieted Schedule B.4 for each tanker or other vessel.

Costs of Tranisportatioru Hil
Tankers_or Other Vessels Not Owned: .
glo Voyage Charter. 15 AAC 12.130_(b) (1

1. Charter Fees

o

3. Positioning Costs

o~

Total. Add amounts on lines 1, 2 and 3
C iecutive Voyage or Time Charter.

5. Charter Fees

6. Voyage and Port Costs (not in charter fees)

7. Amortized Positioning Costs

8. Total. Add amounts on lines 5, 6 and 7

Voyage and Port Costs (not in charter fees)

"hodule B.4

15 AAC J2.1%'0(b)(2jL

m(s) of Affreightment. 15 AAC 12. HO(!) (3).

9. Affreightment Fees
10.

11. Total. Add amounts on lines 9 and 10

Voyage and Port Costa (not in affreightnent fers)

kcrs or Other Vessels Owned nr Effec_t 1yely Owned. 15 AAC 12.1 0(c).

H " rket "'I'm' Jo[At*arh 0 «
li'M.c of ry.il o, <this i Mind.
12, IMV of Transportation COStS s

A tual Cost Method:

y of fie Pop.irmrnt Of Revenue

13. Voyage and Port Costs. 15 AAC 12.130(c)(1).

(ATtACh SCNEAUIR) s —————————————————. e
14, Positioning Costs. 15 AAC 12.130(c)(2).

(ATLACH " CREAUIER) s s s -
15, Depreciation. 15 AAC12.110(c)(3).

(ATTACH SCHRAUIE) s s s s
16.  Return on Acquisition Costs. 15 AAC 17.130(c)(4).

(AtEACh SCREAUIR) s ———————————————-
17. Total. Add amounts on lines 13.14,15 aANA 1 6 s s
18.  total Tanker and Other Costs. Add aiounts on lines 4,8,

(T A V1
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Alaska T'-jj'irt ent of Revenue
Oil and Gas Corporate Income Tax Return

Sales Proceeds: Gas Schedule B.5

"DIE: A separate Schedule B.5 must be completed for each property in
Alaska with commercial qgas production; in cases of unitization,
the unit (or if the unit is divided into participating areas, the
participating area) is the "property" for purposes of this schedule.

T, Identify the property.
2. Date of sales contract(s) arid ost recent amen '"entfs*).

Lines 3 through 7 ire only for gas not run through a gas processing plant,
ro nlete lines 8 through 12 for fas run through a gas processing plant.

Category |. Gas Production Being Reported at its Full Ceiling Price.

3. Volume of gas in CAtegory | s, Mcf
4. Value 0of gas in CAtEQOIY | s

Category Il: Other Gas Production.

5. Volume of gas in Category |1, Mcf
6. Gross proceeds from nas that was sold to one or more third parties":
(a) in contemplation of subsequently reacqui ing it,
but it was in fact not subsequently reacquired
(USE the SAIES PriCe) i ————————————
(h) in r.Titerplation of e<ih n'ly reacquiring it,
uiid ,.fter it was i fat * r« > uii 1l it was again
sold to one or .jm* Lhitd |arries (use the piice
0f the SECONd SATE) mm——————————.
(c) not in ontriiipl.itian of subsequently reacquiring
It (USe the SAlES PriCe) ————
(d) total. Addthe amounts on 1 irirs 6(u), 6(ti) and

7. Value of gas in Category Il:

(a) that was not *<old tu a third pai ty (use your
nost recent or highest price as an interim
L V3
(t>) that was sold to one or tore third pat Iies
in contemplation of sub*fluently reacquiring
it and after it was in fact reacquired it .is
nut sold ‘o a third party (use your rost retint
or highest price as an interim Value) ...
(c) Total. Add amounts on lines 7(a) and /(D) o o

{continued) o ACO *85777



Al?sta Department of -."venue
Oil and Gis (QujCh -ho fncb® ¢ TaX Petutn

Sales Proceeds: Gas Schedule B.5

Whore gas 1$ run through a gas processing nlant and part or all of the
residue gas and extracted liquids are returned to the taxpayer, the
111lowing costs rust be reported'. 1) AAC tYTlz2o0(e): -

8. Volume of extracted liouids that are:

(a) attributed to the gas run into the plant .. BDbI
(b) withheld by the plant operator for plant processing
COSES  rmvsrmstemsssssnses s Bhl
(c) used, flared or unavoidably lost in production
operations for the same field ——— Pbl
(d) injected into a reservoir in the course of oper-
ations for the same field ———————— Bbl
(e) net to the taxpayer. Line 8(a) minus the sum of
Lines 8(h), (€) and (d) s ——————————— Bhl
9. (a) Price per barrel of taxpayer's net extracted
FTQUITS v Bbl
(b) 9P(ro)ceeds from extracted liquids. Line 8(e) Limes
1)
10.  Value of residue nas that is:
(a) attributed tothe gas run into the plant .. Mcf
(b)  withheld by the plant operator as plant processing
T Y Mcf
(c) used, flared or unavoidably lost in production
operations for the same field mm————— Mcf
(d) injected into a reservoir in the course of
operations for the same field ——— Mcf
(e) net to tho taxpayer. Line '0(a) minus the sum of
liies 1'i(h), (C) Md (d) cmmmmm———————— Mcf
11, (a) Price pli Metof taxpayer's VL T “IMcf
(b) Proneds fromresidue qas.line 10(e) times 11(a).
12, Total, lines 9(h) plUS LL(D) s —————————.——.,
13. cales Proceeds: (las. Total of lines 4, 6(d), 7(c), and 1?7 .

AGO 785778



Alaska Jyepartnent of Re venue_

0il and" Gas rjorporate Tncome_ Tax heturn
r. .it a completed Schedule B.6 fur each ING Transportation Facility.
r sts of Transportation; Gas Schedule B.6

Gas transported as LNG and not all of the LNG
trarrsportatign_facilities are subject to torrff
regulation-Th.v FFRC or another agency of the U.S., state”
territory or possession of the U.S. or a foreign nationj.

IMG Transpor;ation Facility Not Owned. _ 15 AAC 12.130(d)(1)

Lo JAMOUNE PATAd £0 CATTIBT(S) oo -

LNG Transportation FAcility Owned
or fffoctively Owned. 15 AAC 1?7.130(d)(2j.

Fair Market Value Method. (Attach
a copy of the Department of Revenue
letter of approval to use this method)

2. IMV of Transportation COSES s s -
Actual Cost Method.

3. Direct Operation Costs. 15 AAC 1?.130(d)(2)(A).
(Attach schedule) . — e

4, Depreciation, b AAC 12.130(d)(2)(B).
(ATEACh SCHEUUIR) s -

5. Return on Acquisition Costs. 15 AAC 12.1"0(d)(2)(C).
(ATEACH SCNEAUIE) s

6. Total. Add the ar™tints on 1in0S 3, A QN0 5 o o
[ rud Tmitl caid AL Cwllt.s. (" -111ute JUT. 1Ihe /)

8. Total fosts of Trai .porfatinn: Gas. Add the .mounts on lines
R A T 11 o [ TP

Costs of Transportation: Gas Ached' le B./

1. Attach a schedule Irientifylng eai h regulated carrier

(pi(i line) and imiiiating:

(a) Tfic point (s) in Alaska where gas is tendered into the
facilities ot the carricr(s).

(b) The pofnt(s) where g/ts is delivered fren ttie
facilities of the Cairier(s).

(c) Total tariff paid each carrier for Iransport ing
gas (Jurifig the tax year between points 1(a) and
(b), above.

2. Total tariff Paid AIl Carriers During the TaX YAl e o

24~ AGO 70577V



Alaska Department of Revenue
Oil jifid fjjs Corporate Income Tax"~Eeturn

Extraordinary Production Revenue or (Loss) Schedule B.J3

'‘AC 12.140.JiXFRAORDLNARY PRODUCTION REVENUE OR (LOSS). (a) A
taxpayer's extraordinary production revenue or loss for a' lease or
property is fully recognized for purposes of this chapter in the year in
which it is realized. There is no carry-back or carry-forward of
extraordinary production revenue or loss under this chapter to any other
year, except to the extent that an extraordinary production loss tnay
contribute to a taxpiyer's net loss under sec. 70 of this chapter.
Multiple real izatior.s of extraordinary production revenue or loss by a
tApayer during a single year are cumulative, with revenues added to

mues and losses to losses, and with revenues and losses offset

mst. each other.

Tnter on line 1 the amount of any extraordinary operating revenues or losses
resulting from a retroactive increase or deerluse in a tariff or fee allowed

to be charged by a regulated carrier for transporting this taxpayer's oil or

gas produced from a lease or property in Alaska. Also, indicate the effective
date(s) of any such retroactive changes and the period covered, by carrier below:

Tariff or fee change: Period Covered: Volume subject
Effective Date: From To From fo to each change

line 2. |he amount of fho extraordinary production revenue or loss
is the amount of the thango at the point of production offset by
any <orresponding changes in deductions.

Infer on line 2 any such changes in deductions. 15 AAT 12.140(d).

Intt i i line A the amount of .uty exti aurdioai ™ ipi-rating ievi oues or le.ses
(("Milling lIrem retroactive changes in the sales price in a bona Iido arm’s
length sale of this taxpayer's oil or oas produced from a lease or property

in Alacka. Also, indicate the effective lafe(s) of any such retroactive changes
and the period covered, by <ari ier below:

Saio5 price «hanger Period fevered: Volume subject
iffiafive Date: from fo irom fo to each cf mge

line S. The amount of the extraord(nary pieduction revenue or loss

Is fiie uiiiount of the <hange at the point of production offset I»y any
corresponding changes in deductions, ruler oil line 5 any such changes
in deductions. 15 AAl 12.140(d).

(continued) -25- ACO 785780



Alaska Department of Revenue
Oil <M Ops Corporate Irfccme Tax|Re turn

Extraordinary Production Revenue or fl osc ) Schedule B.8

Catastrophic hos_ses_

In the case of catastrophic loss of a taxpayer's oil or gas that has

passed its point of production but for which the risk of loss has not shifted
from the taxpayer to a common carrier or a third party, the taxpayer realizes an
extraordinary production loss for th<t oil or aas. The amount of the taxpayer's
extraordinary loss in such a case shall be the reasonable cost of transpo-tation
borne by the taxpayer for that oil or oas from its point of production to me
point of its loss, plus the value at the point of production for that oil or y3S
but only to the extent that thie value at the point of production for that oil or
gas is included in the taxpayer's gross production revenue for the lease or
property from (or to) which that oil or oas was produced (or allocated), and
minus reimbursements to the taxpayer from insurance or from one or more third
parties for that less. 15 AAC 12.140(e).

filter on line 9 the cost of transportation borne by the taxpayer for oil or gas
lost in ar iphe from its point of production to the point of Lhe oil or
gas catast. loss.

Enter on line 10 the value at the point of production for oil or gas lost in a
catastrophe. Tnter only thie values for oil or oas ,hat have heen included in the
taxpayer's gross production revenue.

fnt.er on line 11 rei mpursementS to the taxpayer from insurance or from one or more
third parties for such catastrophic loss.

1. Retroactive Tariff Change: (a) Increased COSE s s
(b) Decreased COST . .

2. Resulting Change in Royalties Paid: (@) INCTIeaSe s
(D) DECTease s

3. Weillting Ch ugg in Yie ho linn fax Paid: (a) feerei.e...
(b) " Hi.ISO  ..........

4. (a) rxtroordii «ry revenue from Tariff Change: IlIne 1(b)less sum of
T T V1 T B O P

) Extraordinary loss frem Taritt Change: line 1(a) loss sum of
INES 2(D) AN (D) s —————————————. —

(c) Net Ixtr.iodine*y Revenue or loss from T.utU n.ar.ge: line 4(a)
[8SS TINE (D) oot

5. Retroactive Price Change: (&) INCIEASE -,
(t») DECIBASE s -

6. Resulting Change in Royalties Pjf<Jt (&) IM.r0,8 0 i,
(D) DEervase .

[. Resulting Chanoe in Production Tax Paid: (a) !nctease....--mmees -
(> focicase.

(continued) e AGO 785 7l



Alaska Dcj)ajrtii'?nt of Revenue
Oil and Gas Corporate Intone Tax Return

Extraordinary Producticn Revenue or (Loss) Schedule B_.8

8. Extraordinary Revenue from Price Change: Line 5(a) less sum ot

1INES 6(8) ANG T(@)  womrmmmmsmmsmmsmmmsmmsmmsins s,
(b) Extraordinary Loss from Price Change: Line 5(b) less sum
0F 1INES 6(D) ANA T(D) s ———————
(c) Net Extraordinary Revenue or Loss from Price Change: Line 8(a)
[€SS LINE B(D) o s ————————
9. Cost of Transportation - Qil or Gas Catastrophic L0SS—-——(, )
10. Value at Point of Producton - Oil or Gas Catast*ophiclossL -msrmememeees J
11, Reimbursements - Oil or Gas CataStrophic L0OSS e -
12, Add the amounts on lines 9, 10 aNd L1

13. Extraordinary Production Revenue (loss). Add lines 4(c), 8(c)
ANA 12

(Tntor also on Schedule B, line 2.)

AGO T7RS78?



Alaska Department of Revenue
Oil _and Has Corporate Income Tax Return

‘due lion for Royalties Schedule B.9
1 :t a «ampleted Schedule B.9 and B.10 for each lease or Property,

15 AAC 12.210. DEDUCTION FOR ROYALTY, (a) The amount of royalty for a
lease or property in the state that is paid during a year by or for a
taxpayer is a deduction for purposes of determining the taxpayer's
taxable production inn.  for that year.

(b) The value at the point of prnH.JCtion (determined on the basis
of ,he value at the point of prou’jLtion for the taxpayer's production
interest at the time when the royalty is delivered) of royalty for a
lease or property in the state that is delivered in kind by or for a
taxpayer during a year is a deduction for purposes of determine che
taxpayer's taxable production income for that year.

col. (a) col. ()
il Gas
Lo ROYAIIES PTG s
2. Value of Royalties Delivered in Kind ..
3. Total. Add amounts on lines 1(a), [*b), 2(a) and 2(b)
DedurMnn for Production Taxes Schedule R.10

L. AAC 12.220. DTDUCJION FOR PRODUCTION TAXES* Taxes imposed under

AS A3.55 and 7\S A3.5/ for production from (or allocated to) a lease or

property which are paid by, or on behalf of, a taxpayer during a year constitute
a deduction in determining the taxpayer's taxable production income for that
year. The amount of tax paid under AS A3.55 includes FDIC applied under

AS A3.5b.01R vninst that fax.

col. (a) col. (b,
JJril__ --His.
1. Productiun faxes Paid under
AS A3.55 (Include LOLC applied)
2. Production faxes Paid under AS A3.57
3. Total. Add amounts on lines 1(a), 1(b), 2(a) and 2(h)
AGO 785783
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Alaska Department of Revenue
Oi | and Gas_Cojrporate Incone Tax jtetuni

Deduction for Ad valorem Taxes Schedule B.11

15 12.730, DEDUCTION VALOREM . The amount of tax

under AS 73.56 paid during a year to the state (net of zredfts or re-
funds made that year for municipal ad valorem taxes on the same pro-
perties) and the total amount paid that year for municipal ad valorun
taxes under AS 29.53.045 -- .055, for a taxpayer's properties used dir-
ectly in the production, gathering, treatment or preparation for pipe-
line shipment of oil and gas from a lease or property that is in com-
mercial production bhefore those payments to the state or any municipality
are made, constitute a deduction in determining the taxpayer's taxable
production income for that yc-ar.

Submit a completed Schedule B. 11 for each lease or arogerty.
1. Ad Valorem Taxes Paid to the State 0f AlAGSKA .
2. Ad Valorem Taxes Not Included on Line 1, above,

Which Were Paid to the Alaska Municipal 1ty of:

AGO 785m



Alaska Department of Revenue
011 and Gas Corporate Income™ Tax Return

Deduction for Direct Operating Costs Schedule B.I?

15 AAC 1Z"ECL_ DEDUCTION FOR DIRECT OPERATING COSTS, (a) The
direct operating costs during a year that are incurred by or for a
taxpayer for a lease or property in the state are a deduction in
determining the taxpayer's taxable production income for that year.

(b) Before the commencement of commercial production from (or
allocated to) a lease or property, the direct operating costs for that
lease or property are (1) the costs for geological and geophysical work
conducted on the lease or property after the taxpayer has acquired a
working interest in the lease or property, (2) rentals and shut-in
royalties paid in order to retain the lease or property, and (3) the
costs for operations conducted on or near the lease or property in
support of drilling and/or development operations for the lease or
property but excluding the actual drilling costs and development costs
themselves; however, if the led™e or property is subject to an operating
agreement in which at least one working-interest owner is a third party
to the operator, then the direct operating costs for that lease or
property are the costs (excluding drilling costs and dcvolonment costs)
that are incurred by the operator in operating that lease or property
and which are reimbursable to the operator Lv the working-interest
owners, under the terms of that operating arreement.

(c) After the commencement of couincrcial production from (or
allocated to) a lease or property, the direct operating costs for that
lease or property are the costs of operating tho wells, facilities and
equipment on or for the lease or property which directly result in or
are necessary for the continued or enhanced production from (or
allocated to) the lease or property and the costs of operations conducted
on or near the lease or property in support of drilling and/or develop-
ment operations for the lease or property but excluding the actual drilling
costs and development costs themselves; however, if the lease or property
IS subject, to an operating agreement, in whim at 1 asl nrie working interest
owner is a third paily to tlie operator, then the direct opi luting msls
for that lease or property are the rests (excluding drilling insts ud
development costs) that are in urred by tho operator in operating that
lease or property and which are reimbursable to the opiralor by the
working-interest owners, under tin* terms of that operating agreement.

(d) No cost for the taxpayer's general overhead or administrative
expense and no cost that is to tie amortized or depreciated under secs.

250 and 2b0 of this chapter, respectively, may be included in a deduct
lon under this socti n.

AGO 785/85
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Alaska Department of Revenue
Oil and Gas Corpojv.te Incon? Tax Return

Deduction for Direct Operating Costs Schedule R.1?
Before Com ercial Productionp

Submit a completed Schedule B. 12 for each
lease or property.

1. Geological and GeophySICal WOTK s s
2. Rentals and ShUt-IN ROYVAITIES s s,
3. Operational Costs in Support of

Drilling and DeVEIOPMENT mmsmmmmmsmsmsssssssmsssssssssssssssssssssssses s
4. Total. Add the amounts on 1iNES 1, 2 ANA 3 s e

After Camiiencement of Coinriercial Production:

If  the leaseor property is subjectto an op. rating agreement
as describedin 15 AAC 240(c), skiplinos 5 through8 and enter
the total reimbursable costs on [ine §.

5. CoSts Uf OPerating WeIlS s s
6. Costs of Operating FaCTlITiS s s s s
7. Costs 0of Operating EQUIPMENT o s
8. Operational Costs in Support of Drilling

ANA DEVEIOPMENT ot s e s
9.Total. Add the amounts on [iN0S S = B ————

10. To ul I'ti<t 0f,i>I\iting Co-.ts.
tdn fhr* GNES TN TINES 4 AN o

4C0 ros?n6
-31-



Alaska Depart, ic-nt of “Revenue
Oil and Gas Corporate Income Tax Return

Deduction for Acquisition Costs Schedule B.13

ISAAC 12.250. DEDUCTION FOR ACQUISITION COSTS, (a) A taxpayer's

Jui ift foil costs for a lease or property in Lhe state that has never*
had com ercial production from (or allocated to) it from any /tone are
deferred for purposes of this chapter until either there is commercia
production from (or allocated to) it or until the lease or property is
abandoned without ever having had commercial production from (or
allocated to) it.

(b) If a lease or property is abandoned, then the taxpayer's un-
amortized acquisition costs for that lease or property are a deduction
in determining the taxpayer's taxable production income for the year in
which the lease or property is abandoned. If only part of the lease or
property is thus abandoned, ihe unamorti/ed acquisition costs for that
lease or property must be apportioned to that al unioned portion on Lhe
basis of acreage

(c) A “payer's acquisition costs for a lease or property having
commercial production from (or allocated fo) it during a year must be
amortized, and the amount of amortization that year for those acquisition
costs is a deduction in determining the taxpayer's taxable production
income for Lhe year. Except for cases when (d) of this section applies
the amount of amortization in a year for a lease or property equals the
taxpayer's unainorti/ed acquisition costs as of the beginning of Lhat
year, multiplied by the ratio of the Btu-enuivalents of the production
from (or allocated to) that lease or property during Lhe year, to the
total number of the Btu-equivalents represented by the remaining proved
reserves (both developed and undeveloped) of that lease or property as
of the beginning of the year

(d) During a year it. may happen that a taxp. ver transfers part or
all of its production interest in a commercially producing lease or
property to one nr ,ro third parties or receives part or all of a
prodm tie intrii st in a It.v.o or properly as the result of a tr.-mfur
from one or mure third parties. In such a rase, tlul taxpayer r u iving
the production interest and the taxpayer transferring the production
interest shall each calculate its respective amort iz.it ion of acquisition
costs for that portion of the year preceding tho transfer separately
from its amortization of acquisition costs for that portion of the year
following the transfer; and the sum of each taxpayer's respective amort-
ization of acquisition costs for those two portions of Lhe year
will be a deduction in dotrrnjiring that taxpayer's taxable production
income for that year. In calculating amortization for Ihe portion of
the year preceding the date of the transfer, thel taxpayer shall use the
procedure prescribed in (c) of this section, except. Lhat the ratio of
the Btu-equivalents of production may include only the taxpayer's prod-
uction from (or allocated to) the lease or properly for the portion of
the year preceding the date of the production-intorost transfer. Tor
that portion of the year following tlu* transfer, the amount of amort-
ization equals tin* taxpayer's unamorti/ed acquisition «osts .is of the
time immediately following the* production inti rest transfer, multi-
plied by the ratio of Btu equivalents of the taxpayer's production
from (or allocated to) the lease or pruperty for the portion of the year
on and after the date of the transfer to the total number of Btu-
equivalents represented by the taxpayer's remaining proved reserves
(both developed and undeveloped} of the lease or property as of the time
iImmediately following the production-interest transfer

785787
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Alaska Department of Revenue
utl_and Cas Corporate Income Tax Pe tum

Deduction for Acquisition Costs Scbed uleB.13

(e) The amount of a taxpayer's unamortized acquisition costs for a
lease or property as of a particular date equals the taxpayer's
acquisition costs for its original production interest in the lease or
property, plus the unamortized acquisition costs for each production
interest in the lease or property transferred to the taxpayer on or before
that date, and minus the sum of (1) the unamortized acquisition costs for
each production interest in the lease or property transferred from tI*
taxpayer on or before thai date, (2) the cumulative amount (as of tl up-
date) of the taxpayer's acquisition costs for the lease or property i ,at
has been allowed under this section for amortization or abandonment, and
(3) the taxpayer's standardized prior-tax amortization for the lease or
property under sec. 630. of this chapter.

(f) A taxpayer amortizing its acquisition costs for a lease or
property for financial accounting purposes on a basis other than a
variant of unit-of-production amortization may apply to the department
for authorization to use that other basis for purposes of calculating
the deduction under this section. Upon a satisfactory showing that the
taxpayer does use another hasis fur amortizing its acquisition costs for
financial accounting purposes, the department may grant the requested
authorization to lhe taxpayer. Until that authorization is granted in
writing, the taxpayer shall follow the method prescribed in this section
to amortize its acquisition costs for leases or properties in the state.

(q) The amount of a taxpayer's acquisition costs for a lease or
property equals the taxpayer's net payments for

(1) cash bonus or comparable advance payment to acquire the
lease or property;

(2) drilling costs for wells bottomed on the lease or prop-
erty which *<re n pletrd or al «toned no later than the completion
ul the discovery well for the field that includes the lease or pi* *erty
and which were spudded after the acquisition of the lease or piopcrLy ur
in fulfillment of a condition or requirement fo acquire or retain the
lease or property;

(3) tax paid under AS 43.".6 to the state (net of all credits
and refunds for municipal ad valorem taxes on the same property) for
pronerty used on or for the lease or property after i s acquisition and
before the completion of the discovery well for the Meld that includes
the lease or property or for property used in the dr.lling described in
(2) of this subsection, and ad valorem and other taxes paid to one or
more municipalities under AS 29.S3 that were incurred for the drilling
referred to in (2) of this subsection or for property or operations on
or for the lease or property after its acquisition and before the
completion of that discovery well;

AGO 705/08



Alaska Department of Revenue
Oil and' Ha's Corporate Inco Return

Deductioo for Acqufsition Costs Schedule B. Ir'a)

(4) that portion of the full consideration given by the
taxpayer in acquiring a production interest in the lease or property
which is properly attributable to the acquisition of the lease or
property (as op, osed to the wells, facilities and equipment on or in
support of the lease or property which directly result in or are
necessary for continued or enhanced production from (or allocated to)
the lease or property);

(5) interest rn capital borrowed from one or more third
parties for any of the ex nditures described in (1) - (4) of this
subsection that was capitalized for purposes of the taxpayer's financial
accounting; however, interest so capitalized nay be recognized for
purposes of this chapter at a rate not to exceed tne composite cost of
the taxpayer's borrowed capital from third parties as reflected in ttie
taxpayer's financial accounting for the year in which the interest is
capitalizod.

Property or leaseAbandoned During the® Year. 15 AAC [?.750(h).
Column (a”™: Enterihe location of the abandoned property or lease.
Column (bj_: Enterthe total acreage in the entire property or lease.

Column (c}: Enterthe total acreage in the property or lease abandoned
during this year.

Column (d): Divide the acreage in column (c) by the acreage in column (b),
Enter ttie nuotient as a anunt (Quotient should be to six
figures) in this column.

Column (e): fntor the amount of the taxpayer's unarnortized acquisition
losts attributable to the total lease or property acreage in
1 0Ldiin (b).

Column (f): Multiply the amount in colui'>n (o) by the amount in column
(d) and enter the product in column (f);

coi. (a) col. (b) col. (c) col. (d) col. (o1 ml. (fj_
Total Acreage In:

Abandoned lease Abandoned Allowable

Property or or lease ofr Unamnrt i/«*d  Acguis it ion

lease rroperty Property © : (O Cost Cost Dfiluction

Line toral ion

1
2
2.
4,
5
6. Total. Add the amounts in tolunn (f), lines 1.t

(Attach a separate schedule if more than fiv properties or leases were
abandoned tin's year.)

AGO
(continued) -24-



Alxska Department of Revenue
Oil and Has Corporate Income Tax Return

Deduction for Acnuisition Costs® Sche-du 1eB. 13(h)

DO NOT INCLUDE ON LINKS 7-21 ANY EXPENSES OF A PRODUCTION INTEREST TPANSFfRRLD 10
OR FROM THE TAXPAYER OR ANY ABANDONMENT COSTS CLAIMED ON LINE 6.

Subtnit a "“fuleled Schedule R.13(b) for each lease or property.

1. Cash Bonus (or comparable advance payment).
15 AAC 12.250(0)(1) o s

8. Drilling Costs for Wells Bottomed.
15 AAC 12.250(0)(2) s

9.  Taxes Paid Under AS A3.56.
15 AAC 12.250(0)(3) s

10, Taxes Paid Under AS 29.53.
15 AAC 12.250(0)(3) s

11, Other Consideration(s).
15 AAC 12.250(0)(4) s

12, Interest. 15 AAC 12.250(0)(5) s
13, Total. Add the amounts on lines 7 - 12

Cumulative Amount of AS 43.21 Acnuisition Costs Allowed.
15 1AC 12.250(b) and (c). (Attach schedule) ,,,

15.  Standardized Prior-Tax Amortization. 15 AAC 12. HD e
16, Add amounts on 1inos 14 and 15 s

17. Net Aiguisition r«sts.
nut in line "3 "ess 1 .nton I'np 16 s

18.  Btu Equivalents of Production from (or allocated fo)
the lease or Property During this TaX Y € aT .

"3, Total Reserve Btu-rquivalrnts. 15 AAC 12.2r0(c)

70, Divide the uiwjunt on line 18 by amount on line 19,
(Quotient should he to Six fiQUIES)

21, Acquisition C>st Dtdnition. Amount nn line 17
multiplied h/ the amount un line 20 s

(cont inui*d) 15 A&n 785700



Alaska_ Pepartment of Revenue
Oil and Oas Corporate Income Tax Return

He faction for Acauisitioo Costs Scheduie B.13(cj_
“tori.itation of jcquisition covts fpolicable to a c¢c< arcially producing

lease or property which had all or part of a production interest transferred
luring the period covered by this Return:

Enter on lines 22-32 expenses as of the beginning of the year for such lease

or property. ~15 AAC 12.250(¥). Submit a coinple~-d Schedule B.13CcT for each
such commercially producing lease or property. Do not include any acquisition
costs attributable to any lease or property abandoned durino]the ycar.
Depreciation for Portion of Year Preceding Transfer.

22.  Cash Bonus (or connarable advance payment).

15 AAC 12.250(0)(1) s
23, Drilling Costs for 'Jells Bottomed.

15 AAC 12.250(0)(2) s
24,  Taxes Raid Under AS 43.56.

15 AAC 12 250(0)(3) oot s
25. Taxes Paid Untier AS 29.53.

15 AAC 12.250(0)(3) s s
26.  Other Consideration(s).

15 AAC 12.250(0)(4) s s
27.  Interest. ISAAC 12.250(0)(5) s s
28, Total. Add the amounts N [iN€ 22-27 s, so——0.,

29. Cumulative Amount of AS 43.21 Acquisition Costs Allowed as of the
Beginning of the Year 15 AAC 12.250(b) and ('

(ATEACH SCREAUIE) s s
30. Standardized Prior-Tax Amortization. 15 AAC 12.630 v
31, Add amounts 0N TINES 29 ANA 30 cosesssesssssssmssssssssssessssssssssssses s sssssssssssssses seseesessesseens
32. Net Acouisiton Costs of Production interest. Amount on line 26 less

AMOUNT 0N TINE 3L e esssessssss s sssssssssssss s st

33. Tate and Rescript jn of Production Interest Transferred.

(At f M'h s« b lule).
14, Pfu*Pg< iwell*fs of P*..dui 1ii'ti Realized from Prndui fbn In* rest

for the Portion of the Yiar Pt . linn the rrar.sTer.

N U o =V :
35. Totjl Rtu-Fquivalrnts of R<raining Proved Reserves (hoth

ileveloped and undeveloped) of the Production Inti test is cf

the Beginning 0f the YAl s — L
36. Divide the amount on line 34 ty the amount on line 36.

(Quotient should De 0 SIX FIGUIES) s s, s————
37. Allowable Arqutsiton Costs Prior to transfer. Multiplv the amount on

lino 32 by the &*Uint on [ine 36 e —————

(continued) 36- AGO 788791



Alaska Department of Revering
0il ancTGas Corporate Incone Tax Return

Deduction for Acquisition Costs RetjedulJe B. 13(cJ_

re iation for Portion of_Year Following Transfer.

Cnter on lines 38-44 expenses of such Lease or Property following the Production
Interest Transfter.

"+, Cash Bonus (or conoarable advance payment).

15 AAC 12.250(0) (L) mmmmmmsmmmmnsmsmssisssssssssssssssssssssssssssssssssssssssssssssssins s
39, Drilling Costs for Wells Potto ed.

15 AAC 12.250(0)(2)  rmmmmmmmmmmsmsmmssmsmssssssssssssssssssssssssssssssssssssssssssssins st
AO. Taxes Paid Under A8 A3.56.

15 AAC 12.250(0)(3) s s
41. Taxes Paid Under AS 29.53.

15 AAC 12.250(0)(3)  cmmmmmmmmmmmsmmsmmsissssssssssssssssssssssssssssssssssssssssssssssssssssssiss ssssssssssssssssses sss o
A2.  Other Consideration(s).

15 AAC 12.250(0)(4) s oo
43, Interest. 15 AAC 12.250(0)(5) s s o s
44, Total. Add the amounts on [IN0S 38-43 s————————— -

45, Cumulative amount of AS 43 .-\ Acouisition Costs Allowed as
of the Tine Immediately Before the Transfer. 15 AAC 12.250
(b) and (e). (Attach SChedule) . ——————————————

46. Standardized Prior-Tax Amortization. 15 AAC 12.630 s o

47, Arid the Amounts on TINES 45 QNG 4B ot s s

48. Not Acquisition Costs of Production Interest. Amount on line 44 loss
AMOUNT 0N TINE AT ot ssss s sss st et

49, Btu-rpuivalents of Production Realized from Production

Interest for the Portion of the Year On and After the

Transfer Hate. (Attach SChedule) i s ————————
50. Total Btu-fquivalcnts Of Remaining Proved Reserves (both

dMvelonod and undeveloped) of the Production Interest as

of the Tire Immediately following the Production Interest

TEANSTRT s s s 1
Y1 niv om " nt <n )Jlie  hy Jin! ut o line 'H.

(Quut lent should De 0 SIX TIQWIES) s s —————
62. Allowable Arguisition Costs following Transfer. Multiply ttieanount

on line 48 by the a runt on 1iNe 5L ———————————————.——.
¥, Allowable Acquisition <ost "mdmtion. Add ttie .r 'unis on lines

R Y10

. AGO 785792



Alaska Department of Revenue
011 and Gvs_Corporate Income Tax Return

Deduction for Development Costs Schedule B.IA

15 AAC 12.260. DEDUCTION FOR JEVEI':HI NT COSTS, (a) A taxpayer's
development costs for a lease or property in the state that has never
had commercial production from (or allocated to) it from ,ny /one are
deferred for purposes of this chapter until either there is production
from (or allocated to) it or until the lease or property is abandoned
without ever having had commercial production from (or allocated to) it.

(b) If a lease or .roperty is abandoned without ever having hud
coi. ercial production from (or allocated to) it, then the taxpayer's
undepreciated development costs for that lease or property are a
deduction in determining that taxpayer's taxable production income for
the year in which the lease or property is ihandonod.

(c) fxLept for develop .ent costs to which (d)or (e) of this
section applies, a taxpayer's development costs fora lease or propelty
having commercial production from (or allocated to)it during a year
must be depreciated, and the amount of depreciation that yearfor those
development <osts is a deduction in determining the taxpayr 's taxable
production inioie for the ye.tr. The amount of depreciation in a year
fur a lease or property equals

(1) the average between the taxpayer's undepreciated
dt ,olopment <nsts for the lease or property as of the beginning of the
ye ir and those costs as of the end of the year; multiplied by

() the ratio of the Rtu-oquivalrnts of the production from
(or allocated to) that lease or property during the year, to the total
number of the Btu equivalents represented by the remaining proved
development reserves for that lease or pronerty as of the beginning ol
that year.

(1) A eax'ly'r's und™ iei ia».'d develn|ncrif iexfs for wells of a
mi e or {pm iity that .ire <,natoned dui ing ayi .ir or .o fXi)lti+ or
iqul; \i»L foi ‘'he La <or ,rpetty which aiei» w d ‘oi jthe jiar
are imluded from the develop ent rests that are tn be depreciated that
year under (<) of this soitlon for that lease or property. Instead, the
until | ret iateil deyi lepim »t tOStS for- tliiise wells, facilities O equi» ent
as of ttie la.ginning oi ttie yiar, offset by th ir salvage value (if any),
are a deduction in det« nuining the taxpayer's taxableproduction income
for the year in whiih ttiey are mnoved.

_ ACO 70S791
(cont 1nued) 18-



Alaska Department of Revenue
Oil and j*s _Corporate Income Tax Return

Deduction for Development Costs Schedule B.I

(e) During a year it may happen that a taxpayer transfers part or
Il of its production interest in a commercially producing lease or
property to one or more third parties or receives part or all of a
producing inierest in a lease or property as the result of a transfer
from one or more third parties. In such a case, the taxpayer receiving
the production interest and the taxpayer transferring the production
interest shall each calculate its respective depreciation of development
costs for that portion of the year preceding the transfer separately
from its depreciation of development costs for that portion of Me year
tollowing the transfer; and the sum of each taxpayer's respective
depreciation of development costs for those two portions of Lhe year
will be a deduct'on in determining that taxpayer's taxable production
income for that year. In calculating depreciation for the portion of
the year preceding the date of the transfer, the tax|>ayer shall ur* the
procedure prescribed in (c) of this section, except that the ratio of
the Btu-eguivalents of production mayinclude only the taxpayer's
production from (or allocated to) thelease or property for the (torlion
of the year preceding the date of theproduction-interest transfer. For
that portion of the year followinathe transfer, thr? amount of deprecia-
tion equals the average of the taxpayer's undeprei laced development costs
as of Lite tune im ‘tely following the prodi.ctlon-interest transfer and
as of the end of tne yoai multiplied by the ratio of Btu-oquivalents of
the taxpayer's production from(or allocated to) the lease or property
for the portion of the year onand after the date of the transfer to
the total number of Btu equivalents represented by the taxpayer's
remaining proved developed reserve's of the lease or property as of Lhe
time immediate'/ following ttie production-interest transfer,

(t) The amount of a taxpayer's undepreciated development <osts lor
a lease or property as of a particular date equals the taxpayer's
development costs as of that date for the wells, facilities and
equipment for that lease or property that are then in place, minus the
sum of (1) the ru ulative amount (as of that fate) allowed unde** this
o' u'ter bir teprecial i i" of the la‘Payer's d*vein; lit. .ust, fur the
li use ur jiopelly and (w the t. “payer's sturJjidi/fcd piior tax
di'proriut ion for the lease or property under sec. ntO of this chapter

(q) v taxpayer depreciating its development rosts for a lease or
propirty Tor financial atcounting purposes on a basis other than a
variant of unit-of-product ion depreciation may apply to the department
for authorization to use tii.it other basis for purposes ol calculating
the deduction under this section. Upon a satisfactory showing that the
tu'payer does use another basis for depreciating its development insts
for financial accounting purposes, the department may grunt the icquestod
authorization to 'he taxpayer. Until that authorization is granted in
writing, the taxpayer shall follow the method prescribed in this section
to depreciate its develop; ent iosts for leases or properties in the
state fur pu»proos of this chapter.

(h) fhe .iiv'unl of a tu pa™e 's development tests for a lease or
property equals the taxpayer's net payments for

(1) drilling costs for wells drilled on or for the lease or

properly which were completed or abandoned after the completion of the
discovery well for the field that includes the lease or property,

(continued) -39- AGQ TIST«*



Alaska Departnc-nt of Revenue
Oil and Gas Corporate Income _Tax Return

Deduction for Development Costs Schedule B.14(a)

(?7) development costs for facilities and cquij :-nt on or in
support of the lease or property that directly result in or are
rtccess ry for continued or enhanced production from (or allocated 10)
the lease or property,

(3) tax paid under AS 43.56 to the state (net of all credits
and refunds for municipal ad valorem taxes on the sane property) for
property used in the drilling described in (1) of this subsection or
described in (2) of tMs subsection, and ad valorem and other taxes paid
to one or more municipalities under AS 29.53 that were incurred directly
as the result of, and in the course of, the drilling described in (1) of
this subsection and/or the installation or operation of the property
described in (?) of this subsection,

(4) that portion of the full consideration given by the
taxpayer in acquiring a production interest in the lease or property,
which is properly attributable to the wells, facilities and equipment on
or in support of the lease or property which directly result in or are
necessary for continued or enhanced production from (or allocated to)
the lease or property (as opposed to the consideration given for the
lease or property itself),

(5) interest on capital ‘orrowed from one or more third
parties for any of the expenditures described in (1) - (4) of this
subsection that was capitalized for purposes of the taxpayer's financial
accounting; however, interest so capitalized may he recognized for
purposes of this chapter at a rate not to exceed the composite cost of
the taxpayer's borrowed capital from third parties as reflected in the
taxpayer's financial accounting for the year in which the interest is
capltalized.

cubmit a «”~pi t d c<fvdulo P '4(n) for rarh lease or property.
Propeily 41 inbind During the Year. !j m\C 1?..'nU(h) and (d).
1. Total Undepreciated Development Costs as of the Beginning of
the Year Di'ectly Related to leases. Properties, facilities,
Wells and/or Iguipmrnt which was Abandoned or R<. >ved During
the Year.  (AttACh SCREAUIR) s ——————————————————.————————.

2. Bdte(s) and location(s) of Property Abandoned.
(Attach si hcdule)

3. Salvage Value Attributable to l.ine | Property, above.
N o S o (0T PN

4. D'velojHiient Cost Deduction. Amount on line 1 less amount on line 3..... -

AGO 185795

(continued) 10-



Alaska Department of Revenue
Of 1 Hid Gas Corporate Ilncone Jax "Return

poduction for Development Costs Schedule B.1 h)
rib.nit a cc'i'ipjptod Schedule 0.11(b) for each lease or property.

Enter on lines 5-9 all Alaska Development Costs, rxci-.PT THOSE ATTRIBUTABLE 10 A

INTEREST(S) WHICHUSS TRAIifsTLRREIT TO OR f'ROM fIrE TAXPAYER, ATIiD/OR A«Y
LEAS™. PR +mR-fgSj, I-ACUITIES, WELIS. AND/OR EQUIPMENT ACANDONED OR'" R(MOVED' '
DURING THE YEAR. '

(>* (b)
Amount at  Amount at
Beginning  End of

of Year Year
5. Drilling Costs. 15 AAC 12.260(h)(1) s,
6. Develop- nt Costs. 15 AAC 12.260(h)(2) i
7. Taxes. 15 AAC 12.260(N)(3) s
8. Consideration. 15 AAC 12.260(N)(4) .
9. Interest. 15 AAC L12.260(N)(5) s
10, Total. Add amounts on [ines 5-9
11, Tutor the amount, on line 10, rol. (), NEIE e ——————————
12, Add line D column (bl and 1ine L1 s —————————,
13. Avcraoe Development Costs. Divide the amount on line 12 by 2 s

Reductions to amount on line 13.

14, Cumulative Amount of AS 43.21 Depreciation Allowed.

15 AAC 12.260(F)(1) s
15, Standardized I'rior-Tax Depreciation.

15 AAC 17630 oo sseesssensssssssssesssssssssssssssssssssssssss s sssssssssssssssens
16.  Add amounts on [ines 14 arid 15

1/, Hudi'l 1z it! 'd D velo| nt (lusts. TtiM ifect "'.& t
on line 16 from the mount ©in 1ine 13

10, ftttj-I'(Juivalents ot Production from (or allocated to) the
lease or Piojerties during the Y e ar .

19.  Total Btu-fquivalents. (Developed proved
TRSEIVES ONTY) s —————————————.——.

20, livide tlie iimt on line 10 hy the in mmt on line 19
(Quotient should Te to SiX FItJUIES) .

21.  Development Cost Deductinn. Mult'ply the .mount on line
17 hy the amount on 1ine 2 0w

(cont inued) 41- AGO 78S7S6
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0iJ and Gas Coroorate _| ncome 7ax/Return

Doduction for Development Costs Set lule n.14(c)

Depreciation of development costs applicable to a commercially producing lease or property
which had all or part of a production interest transferred during the period covered by
this Return!

Enter on lines 22-27 Alaska development costs for such lease or property. Do not include
anv development costs attributable to any le'asos, properties'," facilities, wells and/or
eaufp ent abandoned or removed during the year. Submit a completed Sch'dofe BVI4'fc)*Yor
each such con'ereially producing lease or property.

(a) (b) (c) (d)

Amount Im-
Amount mediately
Amount at Immediately Pol lowing Amount at
Ueginnimj Prior to Lhe Date of Dnd of
of Year Transfer Date  Transfer Year
22. Drilling Costs.
15 AAC 12.260(h)(1) s
?3.  Development Costs.
15 AAC 12.260(N)(2) s
24, Taxes. 15 AAC 12.260(h)(3) s
25. Consideration.
15 AAC 12.260(h)(4) s
26.  Interest. 15 AAC 12.260(h)(5)
27.  Total. Add the amounts on
Lines 22-20 s
28.  Average Development Costs for Portion of Year
Preceding Transfer. Add lines 27(a) and 27(h)
then divide the SUM BV 2
29.  Average Development Costs for Portion of Year
following Transfer. Add lines 27(c) arid 27(d)
*V'n divide Mm -hh ty 2 .. iiiiiiiiiiiiiiaaaa.
*
- AGO 7*5797
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Hgpai'l .ent of Revenue

O'l A-d Qas Corporate Income v7x~Peturn

for "elegant Cost*

« -'"Aroi~idtico for Portion of Year Preceding Transfer*

30.
31

32.
33.

34.
35.
36.

37.
38.

Cumulative amount of AS 43.21 Depreciation Allowed

as of Beginning of the Year.

15 AAC 12.260(f)(1)

Standardized Prior-Tax Depreciation.
15 AAC 12.630
Add amounts on lines 30 and 31

Undeoreciated Development Costs.

32 from the amount on line 28
nate and Description of Production Interest Transferred.
(Attach schedule.)
Btu-Egufvalents of Produ.tion for the Portion of the

Year Preceding the Transfer. (Attach schedule)

lot.al Btu-Tquivalerits Represented by the Taxpayer's Re-
maining Proved Developed Reserves of the Production Interest
immediately Prior to Transfer.
Divide the amount on line 35 hy the amount on line 36.
(Ouotient should be to SiX FINUICS) .

Development Costs Deductible Prior to Transfer! Viuitipiy' the'ainount ...

on line 33 by the amount on line 37

15 AAC 12.260(8) woemrurenn

Depreciation for Portion of Year following Transfer

39.

40.
41.
42.
43.

v,

45,
46.
4.

Cumulative amount of AS 43.21 Depreciation Allowed
as of the Time Immcdiatelv Before the Transfer.

15 AAC 12.260(0(1)

Standardized Prior-Tax Depreciation. 15 AAC 12.630
Add amounts on lines 39 and 40
Undepreciated Development Costs. Subtract the amounton iine ii from...
the amount on

Rfu-Inutvalents of

n'i ' me

“»al liftM | iy 11 nts It,p.,- ttte

[1N0 29 s

e Ti msfer Thto.

(SAt la<h 1 11,)
hy the Tuf .yrr's Re-

maining Pruved Developed Reserves of the Production In-
terest Immediately following Transfer. 15 AAC 12.o¢0(e)
(Attach schedule) ., -
Divide the ariunt on line 43 by the amount on line 44,
(Quotient should lie t0 SIX FIQUIES)
Development Costs Deductible following Transfer!
Multiply the amount on line 42 by thearount on line 45
sts Deductible for Production Interest

Development

the Year.

A

T

lines 38 and 46

---------------------------------------------------------------- [[]

SrtndjiJe_B.

Production for that Portion nf > YEAI i

snsferrrd'liiiring* '

AGO

14(c).
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Alask6 Department of Revenue
Oil and Gas Corporate ~Income_ Tax Return

sduction for Exploration Costs Schedule B.15
15 MC 12.2/0. DEDUCTI10H FOR EXPLORATION COSTS, (a) At< , .r's'
sts (exeTuHTng all general overhead and administrative -nse

allocated to the exploration) for oil and gas exploration “n land in
the state before the taxpayer has any production interest in that

land constitute a deduction in determining the taxpayer's taxable
production income for the earlier of (1) the year in which the permit or
other authorization to enter that land to conduct that exploration
expires without the taxpayer's having by then acquired a production
interest in that land or (2) the year the taxpayer acquires a production
interest in that land; except that the drill inn costs fo** a well drilled
in the course of that exploration nay lie deducted in determining the
tax,oayers taxable production income for only that year in which the
well 1s completed or abandoned.

(b) A taxpayer's exploration cost.s incurred in a project involving
land both within and outside t.hc state and in which Lhe taxpayer then
has no production interest should tie allocated on the basis of relative
acreage involved in the project. The department may authorize or require
such an allocation to he on another basis if that is ,ore appropriate
than using acreage.

Column (a): Interproject or activity name or other identifier.

Column  ft)): Triterthe total geolugical or geophysical costs for oil
or gas ex(Joloratlon attl ithutable to the activity or project
identified in column (»).

Column (c): Enter the total drilling costs for oil or oas exploration
e(ltgributable to the activity or project identified in column
a).

Column (d): Enter thesum of the amounts in columns (b) and (c).

Column (e): Enter ttienumber of acres (miles shot or footage drilled)
in Alaska attributable to the activity or project identified
in column (a).

Column (f): Inter the number of acres (miles shot or footaoe drilled) for
the entire activity or project identified in column (a).

Col-mn  (g): rotorthe quotient (to six film s) obtain'd by dividing the
"mil, in coin n (") '/ lhe uni in column (I).

Coloiiii (ti): filter the produi t obtain 1 by multiplying the Nt in lolumn
(d) hy ttie quotient in column (g).

(a) (b) (c) 0 e 0, | 00 (h)
Numher of Tot.1l Acirs
Ac> 0s (miles Atinwablc
_ _ (miles shot or Exploration
Identify ttie Total, stiot or foot age Cost De-
Explnration  Geological/ o col.(h) f<otage il 11led) in rol. (d) didottion.
Aitivity or  fiouphywmd Orilling and dr 11led)  projei t or ‘ol (1) X
Prujer £ ruM /L (" 1tS in Alaska Aitivity col. (™ 1ol. (q)
Total
“ AGO 785(99



Al.iska Popart: ent_of Revenue
Oil And G35 Corporate Income Tax Return

>n for L'ncanitaii“ed Interest Schedule R.

15 WoC ,2.280._ DEDUCTION FOR "CAPITALIZED INTEREST, (a) Subject

to the limitat oil in (b) of this section, a deduction is allowed in
determining a taxpayer's taxable production incone during a year for
interest paid to third parties by the taxpayer that year which was not
capitalized by the taxpayer for financial accounting purposes.

(b) The deduction under (a) of this section for interest by a
taxpayer 'or any year may notexceed an amount equalto the total
interestof which the taxpayer is a part, multiplied by a fraction whose
numerator equals the net book value (as of t">end of the year) for
financial accounting purposes or the taxpayt.'s real and tangible
personal property of the typedescribed in"s-rs. 250 and 260 of this
chapter (excluding the estimated value of the taxpayer's remaining oil
and gas reserves), and whose denominator is Lhe net book value (as of
the end of the year) for financial accounting purposes of all real and
tangible personal property (excluding the estimated value of remaining
oil and gas reserves) worldwide of the consolidated business of which
the taxpayer is a part.

Submit a completed Schedule B. 16 for each lease or property.
1. Total Interest Paid by or for the Taxpayers'. 15 AAC 12.280(a)

2. Total Interest Paid by Consolidated P.usinoss Worldwide.
15 AAC L12.200(D) vttt s

3. Book Value of Taxpayers' [b AAC 12.250 Real and Tangi-
ble Personal Property (excluding oil and oas reserves)

A. Book Value of Taxpayers' 15 AAC 12.260 Real and Tangi-
ble Personal Ptsporty (excluding ril and oas reserves)

5. d Wif ids 1in lines 3 ai 1 and ||ur [smo .. ...

6. "nek Value of All Worldwide Real and Tangible Personal
Property of the Con*olidated Business (excluding oil
ANA QS TESEIVES) s

1. Hivide the amount on line 6 by the amount on lino 6.
(Quotient should be fo SiX fIQUIES) o

8. Multiply the amount on line 2 by the aineait on line 1
ANA BNTET NBIR. s —————————

9. I'ncapital i/ed Interest P> lu tion. Inter the mailer of the amounts
0N 1INE 107 TINE 8

AGO 785800



Alaska Department of Revenue
Oil and Gas Corporate Income Tax Return

Deduction for General Overhead and Administrative expenses Schedule B .17

15 AACJ1.290. DEDUCTION FOR GENERAL OVERHEAD AND ADMINISTRATIVE
X'V.'SE. (a) Subject to the limitation in (b) of this section* a
deduction is allowed in determining a taxpayer's taxable production
income during a year, for the taxpayer's neneral overhead and administra-
tive expense during that year which is properly allocated (on the basis
of personnel time sheets, office space or another basis having general
currency in the oil and gas industry) to (1) operations for leases or
properties in the state, (2) acneiring leases or properties in the state,
or (3) exploration in the state. Where general overhead and administra-
tive expense is properly allocat . to an activity described in the
preceding sentence that is conducted both within and outside the state,
that general overhead arid administrative expense must he allocated to
in-state activity on the basis of the relative acreage involved in that
activity which is in the state; however, the department will, in its
discretion, authorize or require another basis for this allocation if
that other basis is more appropriate than acreage.

(b) The deduction under (a) of this section for a taxpayer's
general overhead and administrative expense for any year may not
efes'od Ihe lesser of

(1) .in amount equal to the taxpayer's own general overhead
and administrative expense worldwide during that year, multiplied hy a
fraction whose numerator equals the net book value (as of the endof the
year) for financial accounting purposes of the taxpayer's real and
tangible personal property of the type described in secs. ?B0 and 2>0
of this chapter (oxrli h'ng the e.tii ifrd value of the taxpayer's
i lining otl mid mws i .ves), aid whoso li'uwiricalor is the net
luvi value (s ol the ,ml of the y at) for IlInaucial acmeunL ing
purposes of all teal and tangible personal property (excluding the
cstii  ted value of remaining oil and gas reserves) worldwide of the
coi;e+Ql id.itl'd business of which the taxpayer is a part; or

[ .in ainiunt equal to 1? cents for each barrel of the
taxpayer's gross share of oil production during that year from leases
or properties in the state, plus two cents for each Mcf ofthe
taxpayer's gross share of gasproduction during that year from leases
or prepe? ties iii the state.

ago ?705»0l
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Allaska Departitent of Revenue
Oil and Has Corporate Income-Tax Return

Deduction for General Overhead and Administrative Expenses ; -dole B.17
Submit a completed Schedule B.17 Tor each lease pit property.

General Overhead and Adjiunjst rative Expense A tt rjbutable to Jaxpayers'
leases or Properties Solely in Alaska- for~:

1. The Operation of Leases 0r Properties ——
2. ACQUITING LEASES OF PTIOPEITIES s s s oo
3. EXPIOTALION s e ———
4. Total. Add the amounts on 1iNES 1 - 3 s ——————— _
If there are no General Overhead and Administrative exp"*nses
attributable to projects conducted both within a j outside Alaska,
skip lines 5-12 and enter the amount on line *on line 13.
General Overhead and Administrative Expenses Attributable to Taxpayers*
Leases or Properties Within and Outside ATaska (do not include any
amounts- included on Line 4, _above) for:
5. The Operation of Leases 0r PIOPEIties s s
6. ACQUITING LeasSeS 0r PIOPEITIES e s s
L = L 1 O
8. Add the amounts on [ines 5, 6 AN0 T
Have you been authorized or required by the department to use another
basis for allocation other than acreage? If so skip lines 9 and 10
and niter tho allot at inn fartor on line 1L
9. Alaska Avi...gr Attributable to Amount on 1ine 8 i s
10. Total Acreage Attributable to Amount on 1ine 8 o
11, bivido ttie amount on line 9 by the amount on lino 10.

(Ouotient should be 10 SiX fIQUIRS) s —————
17. (a-'oral Overhead and Administrative Posts Deductible. Multiply

the amount on line 8 by the amount on line 1l
13. Add the amounts on lines 4 and 1?7 and enter Nere ..

ACn 785802
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Al as ka Department of Revenue
Oil and Gas Corporate Income Tax Return

Deduction for General Overhead and Administrative Expenses Schedule B.17

LijnHatJon:

14.  General Overhead and Administrative Expenses of the
Consolidated BUSINESS WOTTAWIUE s s

15. Book Value of Taxpayers' 15 AAC 12.250 Rea
and Tangible Personal Property (excluding oi
ANG JAS TESE VES)  womrmmmmmmsmsmsssmsmsssisssssssssssssssssssssss s

16. Book Value of Taxpayers' 15 AAC 12.260 Rea
and Tdiujib'e Personal Property (excluding oi
ANG QAS TESEIVES) mrmmmmmssmsmssmsssssssssssssssssssssiss s :
17. Add the amounts on lines 15 and 16 and enterNere: . .

18. Book Value of All Worldwide Realand Tangible Persona
Property of the Consolidated Bu iness (excluding oi

AN JAS TESEIVES)  ootovrmemvsmmssmsssssssssssssssssssssesssssssssssssssssssssssssss oo s
19. Divide the amount on line 17 by the amount on lino 18.

(Quotient should be t0 SIX FIQUIES) mmm————————————————————e
20, Multiply the amount on line 14 by the amount on line 19 . o
21.  Enter the taxpayer's share of units of produc-

tion during the tax year; (a) OIL (BRLS)

(D) GAS (MCE)

22.  (a) Multiply the amount on line 21 (&) by 12/ e

(b) Multiply the amount on line 21 (b) by ~-.c

(c) Total. Add the amounts on linos 22(a) and (b) ..

23, vdu'.Lible Guiutjl Oviahead and Administrative Exprnse.
Enter the smallest of the amounts on lines 13, 20 o*

L ) S :

" AGO 785803



Alaska Department of Revenue
Oil ano Has Corporate"j ncore” Tax "Return

Gil Pipeline liicome (Loss) Schedule C

r.i;cral Instruction: A completed H RC Fori' P containing the op erating
i".u" e and expense pertaining to the pipeline transportation of oil in
Alaska for the period covered by this Return must be attached to this
Schedule.

Enter on Line 1 the total current operating revenue from the pipeline
transportation of oil in Alaska during the period covered by this
Return. This income is composed of all gathering, truik, delivery,
allowance oil, storage and demurrage, rental and incidental revenue,
which must agree with the total on Schedule 300 of ILRC Form P, attached.

Enter on l.ine 2 the total current operating expenses, excluding
um.apitalized interest, incurred for the pipeline transportation of
oil in Alaska during the period covoi d by this Return. The total of
these expenses must agree with the total on Schedule 320 of MRC

form P, attached.

Enter on line 4 all uncapitali/od interest naid or accrued to third
parties during" the period covered by this Return on borrowed capital

to construct or enlarge the facilities of Al.iska oil pipelines. Attach
a schedule of total amounts paid or accrued to each payee

Enter on line 5 all ‘axes paid or accrued during the period covered by
this Return, except icderal income and Alaska oil and gas corporate
income taxes, related to carrier property, operations, privilenes and
licenses fur oil pipeline transportation activities in Alaska. Attach a
schedule of total amounts paid or accrued to each payee

Inter on Iine 8 any extraordinary operating revenues or losses as
detailed on Schedule C.I.

cubmit a completed Sihtdnlo C for earh Pipeline Tor; ,inv.

Lo rtj'MMIii.g  VCUUeS5. (I ifeiil Si.hi tiule mB. [1PC 1 1P| P) s

2. Operating Expenses. (From Schedule 3?0, 1LRC Torm P) i
3. 1INE LTRSS LINE 7 s
4, Unrapitalized Interest. (Attach SChedule) .
B, li-xes. (AttACh SChedUlR) mmmm————————

6. TOLAl, LINES 4 ANG S o ssss s st st st

T LINE 3 TESS LUNE G ooeoceeeessesssesssssssssssssssssssssssssssssssssssssssssssssssssssesssssessssssssssssesssssssssssssssssssssssessssns

8. Fxtraordinary Oil Pipeline Operating Revenue (loss).

(Schedule C.1, TINE 4) s ——————————————————————————————————.—.

9. Taxable Oil Pipeline Income (loss). Amount on line 7
plus or (Minus) amount 0N [INe 8 s s,

A&l



Alaska Department of Revenue
Oil and Has CoV e Income Tax Return

Extraordinary Oil Pipeline Operating Revenue (Loss) Schedule C.l
ruSniit a coinpl  ufed Schriule C.I Cor each Pipeline Ccpanv.

Inter on Linel Lhe anount of any extraordinary operating revenue ur
(loss) resulting from a legally allowed retroactive increase or
decrease in Alaska oil pipeline transportation tariffs during the period
covered by this Return. The anount of the extraordinary operating
revenue or extraordinary operating loss in such a case equals the'
difference between the operating revenue actually received under the
tariff(s) previously charged and the operating revenue that would have
been received under the tariff(s) as retroactively changed, during the
period to which the change applies.

Indicate the effective datc(s) of iiny such retroactive changes and ihe
period covered by each.

. Tariff Change Per*od Covered Volume subject
Effective Date: | rom To From To to eacli chanjje

Enter on Line 2~ the anount of any catastrophic loss(rs), during the

period covered~by this Return, related t.o Alaska oil pipeline property

or the pipeline transportation of oil. The amount of those extraordinary
operating losses equuis fho pipeline's costs, unroimbursed by insurance
or from one or more third parties and not included ina.count bso of
[IRC's Uniform System of Accounts fur oil pipelinesfor damage topipeline
property, for repayment to shippers for lost oil, and for damage or clean-
up of spilled oil. These extraordinary operating losses are fully re-
fogni/'d for purposes of this chapter ‘in the y ar wh n the oil is lost.

"ttiich an iepi noti. i ™miilin) my losses <laii cd,

lul r on line 3 the costs of pe» n.mently terminating operations and/or

I ("moving part or all of the facilities and equipi ent of a pipeline. The
diMOunt of those extraordinary opei.itiug losses in a year equals the

unre mbnrscd termination and removal costs for the pipeline that are
actually incurred that year, offset by the salvage value (if any) of the
removed facilities and equipment.

Operating Reven or (loss) Resulting from;

1. Retroactive T.riff IncreaSe(s) Or (DEEITUSE(S))
2. Catastrophic losses. (Atfa<h SCREAUIR) s ——————— J
3. Termination Costs. (Atta« h schedule) .

A, Extraordinary Oil Pipeline Opcialing Revenue (loss).
Add Tines 1, 2 and 3 ... . e ———————

-b0- AI/0 70580b



Alaska Department of Revenue
PU Anc*JI*s Corporate Jn_cone T _Ix Return

Taxable.Pas Pipeline transportation Incorcg (Lc'") Schedule D
Submit a coriginted Schedule D for each Pipeline r~ sriy.

Sc-neral Instructions: A completed APUC Form 2 containing the operating
income and expense pertaining to the pipeline transportation of natural
?as in Alaska, for the period covered bv this Return, must he attached
0 this Schedule.

1. Taxable Has Pipeline Income (loss) of a natural Pas Company Regulated
on a Consolida ted Pisis with a Retail Sales and Distribution System
in Alaska. Enter amount from line 15, Schedule D.| s

2. Taxable Gas Pipeline Income (Loss) of a Class Aor G
Natural Gas Company Not Regulated nn a Consolidated
piisis with a Retail Sales and Distribution System in
Alaska. Enter amount from line 35, SCREAUIE D .2 s

3. Taxable Gas Pipeline Income (loss) of a Class Cor D
Natural Gas Company Not Regulated on a Consolidated
Rasis with a Retail Sales and Distribution
System in Alaska. Enter amount fiom line 0. Schedule D.3 .

4, Taxable Gas Pipeline Transportation INCOME (1-SS) .
Add the amounts on lines 1, » and 3.

ago maob6



Alaska Department of Revenue

Oil and Gas Corporate incone Tax Return

le G:r. Pipeline Income (loss) of a Natural Gas Company
Regulated on~a Consolidated Basis with a Retail Tales and
Distribution System in/Alaska.

Submit a completed Schedule D.I for each Pipeline Company.

Schedule D. 1

ENTER AMOUNTS APPLICABLE TO NATURAL GAS PIPELINE TRANSPORTATION IN ALASKA

10.
11.
17.
13.

14.

15.

Operating Revenue ..,
Deductions”

Operating Expense ...
Maintenance Expense .

Depreciation rxpense

Amortization of Underground Storage

Land and [and RIghtS

Amorti/at ion of Other
| imitod Term Gas Plant

Amortization of
Other Gas Plant .

Amortization of Gas
IMant Acquisition Adjustments

A .tilat inn of
Convc isi.it | m n'<s

Taxes Other than Im eme Taxes
Interest on long Tirm Deht
Total Deduct lons. Add tines -

Lint* 1 less line 17 i

11

ELRC
Account
Number

400

401
402
403

404.2

404.3

405

406

40/.2
408.1
Ul-

F*traorrlinary Gas Pipeline Operating Pevi-nue (loss).
(Schedule 0.4, 1me 4) ———————————.

Taxable Gao Pipeline Tran* pu talion Income (loss).

l'ine 13 plus (minus) line 14

AGO 765807
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Alaska mejartr-ht of Revenue
Oil md Gas Corporate Incone fax Return

iIMc Oas Fipeline Income (Loss) of a Class A or B Natural
Gas fr « m Not Regulated on a Consol irf.it.ed Basis with a
Retafl Sales and Distribution System"In Ala Ila* Schedule D.2

aj pieted Schedule D.2 for each PvpeTine Company.

FI RC
Account
Number Amount
1. Gross Proceeds from All Gas Delivered or Sold
Deductions
2. Natural Gas Wellhead ... ) Purchases ( ... r<00
3. Natural Gas Meld Line e ) rrom (— 801
4. Natural Gas Plant Qutlet . ) Third (s 802
5. Natural Gas Transmission Line .) Parties (.. 803
6. Other Gas Purchases .o ) (— . 1105
1. Value at Point of Production of Gas Not Acquired
from TRITd PArties s
Ro Total, LINES 2-T s
9. Oporatinn Revenues. Line 1 less line 8 .
Operating Deductions
10.  Operation Supervision and engineerinn .. 850
11, System Control and load DispatChing oo 851
17 Connunication SyStem EXPENSES s 852
13. Compressor Station labhor and EXPENSES s 853
14, Gas for Compressor Station fuel .. 854
16.  Other fuel and Power for Compressor Stations .... 855
16, MAINS EXPENSES s 856
17. MiriIng .rid Penultting Statinn rxpnnres .... 857
IR, i ¢ rtand pe |lessinn »f Cis ly ethers ... }v;8
1* 0 0ther Tidily B8 8p 9
200 RENIS s ——————— 8ko
21, Total Op*rations Dedmtiens. Add lines 10-20.....
Mairitr v litre Drdui tions
27. Maintenance Supervision arid engineering . 861
23, Maintenance of Structures and Improvements ... 867
24, Maintenance 0f MaiNS . 863
26.  Maintenance of Compressor Station rquijn*enl .. 864
26.  Maintenance of Mea-.uring and Regulating
Station EQUIPMENT s 865
27.  Maintenance of Cm @mnitat ions Equipment . 866
28.  Maintenance of Other EqUipment
29.  Total Maintenance Deductions. Add lines 22-28..
30.  Uncapitali/ed INTEIreSt
3L TAXES s s ————————————..
32. Total Deductions. Add lines 2i.29.30 and 31 ...
33, Line 8 1SS 1INE 32 s
34, fxteaordioary Gas Pipeline Optrating Revenue (lors).
(Schedule D4, L1INE 4L s ——————————————————.
36.  Taxable Gas Pipeline Transportation Income (loss). ago mat3s

Line 33 plus (minus) line 34 .. gy



AlajJ;a Depajtmont of Revenue
oil and Gas Corporate"tncbme Tax feturn

Taxable Gas Pijgel i ne Income (Loss) of a Class C or D Natural
_ ny Not ftoouTatod on a Consolidated Basis with a Re-
toil Sales and Distribution S/stum in Alas* a. Schedule D.3

Submit a completed Mmmhedule D.3 for each Pipolim? [ o+y.

Operating Revrmies
1. Gross Proceeds from All Gas Delivered or Sold
2. Natural Gas Purchases from Third Parties .... /30
3. Other Gas Purchases from Third Parties ...

4 Value at Point of rroduction of Gas Not Acquired
from Third PArties

5. Total, L1INeS 24 s

6. 0 'rating Revenues, line 1 less line 5

Deductions
7. Operation Supervision and 1abor .. 750
8. Compressor Station Tuel and POWEr s 751
9. Operation Supplies and EqUIpmMent s 752
10, Trir mission and Cnnpression of Gas by Others. 763
11, RANMES ettt e e e e e 754
12, Maintenance 0f MaINS 755
13, Mdintrname > foupnssor Station rqufpn*nt .. 1%
14, Maintenance of Other Plant .o, b7

15, Dmapttali/ed INTEIreSt mmm———————
T I D3
17, Total Deductions. Add lines 7-16 s

18.  Line 6 less Ilne 17

19. Extraordinary Gas Pipeline Opcratlog Pevenue (loss)
(Schedule 0.4, TINe 4) s s

20.  Taxable Gas Pipeline Transportation Inters' (I,'ss)
line 18 plus (Minus) 1ine 19 ——

64- AGO 785809



Alaska Departnent of Revenue
Oil and Has Corporate Income Tax Return

IxtriqrdinaryGas Pipelinc Operating Revenue (Loss) Srhedule n.4
Submit a complet'™ Schedule 0.4 for each Pipeline fn-oany.

Tnter on Line 1 the anount of any extraordinai'y operating revenue or
loss resulting from a legally allowed retroactive increase or de-
crease in Alaska gas pipeline transportation tariffs during the period
covered by this Return.

The amount of the extraordinary operating revenue or extraordinary
operating loss in such a case equals the difference bet..'-.on the operating
revenue actually received under the tariff(s) previously charged and the
operating revenue that would have been received under the tariff(s) as
retroactively changed, during the period to which the change applies.

Indicate the effective date(s) of any such retroactive changes and

the period covered by each:

Tariff Change Period Covered Volume Subject
Effective Date: From io From To to each Cfiange

Tnter on Une 2 the amount of any catastrophic loss(es), during the period
covered by this Return, related to Alaska gas nipeline property or the pipe-
line transportation of gas.

The amount of an extraordinary operating loss equals the pipeline
costs, unreimbursed by insurance or from one or more third parti s and
not included in the pipeline's operating expense already deducted* for damage
to pipeline property, for repayment to shippers for lost gas, and for damage
or clean-up resulting from the loss of the gas. Such extraordinary operating
|_oss| is fully recognized for purposes of this chapter in the year when the gas
is lost.

Attach mi i -+ImatfCii I-".ti ibinu u-iy - s i'la» -d.

Enter on Line 3 the amount authorized or imjuiiod by IRC In be included in
account 182 (f xtraordinary Property losses) for a r.is pipeline. The no omit
182 extraordinary property losses .no fully 21*vgin/eid fur purposes of this
chapter in the year in which incurred (ar.count 182 refers to the m« ml of
that number in both [IkC's Uniform System of Accounts for Class A and B

natural gas companies and the one for Class C and D natural oas companies).

Op<rating Revenue or (loss) Resultinn from:

1. Retroactive Tariff Increases) 0or (DeCreaso(S)) mmmmmmmmmmmmmm———n
ZA O N B0 ] B I {
3 Extraordinary Property 0SS, (ACCOUNt LH2) s [
4. Extraordinary Gas Pipeline Revenue (loss). Aid lines 1, 2 and 3 s

—U5- AGO 765810



Alaska Department of Revenue
Oil and iTas Corporate Income Tax Return

Taxable Apportioned Income (Loss) Schedule E

15 AAC 1?2.510. APPQRtIONABLE INCOME. A taxpayer's Ipportionable income
for a year equals

(1) the net income (calculated without re(iard to any taxes
on .or measured by net income) worldwide of the consolidated business of
which the taxpayer is a part, as determined and certified by an
independent certified publi'- accountant (or, as appropriate, the
foreign counterpart of a certified public accountant, such as a
chartered accountant) for purposes of reporting that year's earnings
and profits to the stockholders; minus either

(?) the sum (if greater than zero) cf

(Az) the taxpa%/er's taxable production income that year
under sec. 100 of this chapter,

B) the taxpayer's taxable oil pipeline income that year
under sec. (32)0 of thispcﬁ/apter, and 1P y

(C) the taxpayer's taxable oas pipeline income that
year under sec. 400 of this chapter; or

(3) zero, if the sum in paragraph (?) of this section is
less than or equal to zero.

Worldwide Net Income (loss) of the Consolidated Business.
(ALACH SCREAUIE) e e
All Taxes On or Measured By Net Income. (Att.uh schedule) ...
Add the amounts on 1ines 1aN0 2 e
Taxable Production Income (Prom Schedule B) i v,
Taxable Oil Pipeline Income (TromSchedule C) v v,
Taxable nr. piperine Tncorie (fr inr,m fdpe D) .o
“Id the it ,t\ no lines 4, 5and B and liter ’ ie;
If less than zero enter *0% .. :
Appurtion,d»le Net Income (toss). r.ubtra<t the .ouunt
on line 7 from ttie amOUNt 0N 1TNE 3 .oooooocoreoeosscermsscrcessessssssesesssessens
9. Tioplity ‘uitor. T(I rom Schedule t.1, line If, eol. (1))....
10. Parroll factor. (from Schedule 1.?, line 7, ml. (¢))......
11 Sales r.ictor. (Prom Schedule r.3, line n,_ml. je3 ..............
12. Total f.icfors. Add the amounts on lines 9§ - «
13. Avera?_e fai.tor. Divide the amounton line 1? by 3

%Quo ient should be to SIX fIQUIES) i ,
14.  Taxable Apportioned Income (loss). Multlgly the amount mi Ine 8

by the acciunt on line 13 (fnter also on Schedule A, line 4) ..

0 NOoOOTRwWwNY
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Alaska Department of Revenue
Oil and Gas Corporate Income Tax" Return

A aAka.PropertyJactor Schedule F.1
liistrjictions: Owned Real and Tangible Personal Property.

On a federal income tax basis (15 AAC 10.181(a?) enter the averagze_original
cost values of owned real and tangible Fersona progerty. Do not include
leases or Prope_rtles, other real property and tangible personal property
in Alaska that is owned by the taxpa%/er and is used directly in, or is
necessary for the continuation or enhancement of, coloration for oil and
?_as, production of oil and Has, anc transportation of oil and gas by pipe-
INe.  The amount eNntei id, NOW .e** , jst include all other owned properties
used, available for or capable o being used in producing, directly or
indirectly, income of the corpor ition(s) included in this return.

Include in column (a) avera%e original cost values of owned real nnd

tangible personal property of the consol Mated business of which the tax-
\%ygﬁ é?tﬁepart which is located in the United States but not in any state nnd

A(l) Is serviced or supplied from a base of operations maint ined in
laska, or

(?) relies on onshore facilities in Alaska for storage of oil or g”s (or
both) produced from or by that real and tangible personal property or both.

Owned Real and Tangible Personal Property.

coLJil col, (h) col. (¢)
Total
Total Within
W thin and Duts ide
Li Alaska
1 Inventories. (Attach a days-in port
o ant e»nn eilu*dulo# if © LK, ii»le.
See piotic 1ins 1iilinn 1(a), page b?).....
2 BUTIAINGS .o ieiaaaaaan
3. Muchinery and Fguipment .. .. .........
4. Furniture and TiXtUroS..... . ..coouiiiiunanaaan.
5. Delivery rguipment ... .iiiiiiiiiiiiiiiaaaan
b. leasehold Improvements. (Attach a days in-
pert computation schedule, if applicable.
ree specific instruction 1(a), page b?).....
/. land i
8. Murine Vessels. (Attach a days-in port
computation schedule, 1if applicable. See
specific instruction 1(a), pane <»?) .........
9. Other Assets. (Describe on a separate
schedule) ..o i
10. Add the amounts on lines 1-9 and enter here.
11. fonstruction in Prmpess (if included in
lines 19 above) ... ... .. _.......
1?. Total. Subtract ttie amount on line 1l from
the amount on line 10 ... .....oi..--.
AGO FB8A812

(cont iriued)



Alaska Department of Revenue
Oil . d Gas Corporate Income Tax Return

Alaska Property \]actor Schedule E.1
Instructions: Rented or Leased Property.

Refer to Specific Instruction number A, Valuation of Rented Property,
and Specific Instruction 1 a? (i) regarding special treatment for
chartered marine vessels. All rents mu t be capitali/ea by multiplying
the expense by eight and they must be itcreri in this subsection. Do
not include rénts paid for leases or proper 1;0s, other real property and
tangible personal property in Alaska that is rei/ed b}/_ the taxpayer and
is used directly in, or is necessary for the continuation or enhancement
of exploration for oil and (IJ_aS, production of oil and gas, and transporta-
tion of oil arid gas by pipeline. Intercoipany rents must be eliminated.
The aprount entered, however, must include ill other rented properties
used, available for or caPabIe of being usrd in producln? directly
or indirectly, inconge of the ->,r\_rat|on$s) included in this returf.
Include in column (a) all properties rented or leased by the consolidated
businrss of which the taxPayer IS a part which is locatéd in the United
States but not in any state and which cither . o
_ (1?< is serviced or supplied from a base of operations maintained
in Alaska, or o _

) relies on onshore facilities in Alaska for stora(ie of oil or gas
(or both) produced from or by that rented or leased property or both.

Rented or leased Property.

col. (a)_ col. (b) ¢ i
Total
Total Within
W thin and Outside
Alaska Alaska
13. Chartered Marine Vessels, [,IPl ali/ed.
(Att.i.h a days IN port 10n
s hi'du 11" e *pi mit jmimstrm t inn
1(a). Pane «,) ot
14.  Other Rented Property, ripitali/od.
fAItal N STNedule)
Ib. lotal Capital iy*d Rents. Add fhe *nounts \
on lines 13 and 14 .

16. Property factor. Add tlie amounts on lines
1? and 1b and enter here: .................

(Divide the amount on line 16, column (a) by the amount on line
16, iol"f;m (b). rnter tin* gut'tienf, (to six figures) in <olumn
(r), an 1also on r>hedulo t, lim* )

AGO 78*>813



Alflska_ Department of Revenue
Oil and Gas Corporate 1: ‘Ac Return

Aid?,*a Payroll Factor Scinejuis? r.2
15 .AC 12.5%0. "AYROLL FACTOR. A taxpayer's payroll factor for a year

-ols Jie payroll factor that year fo, the consolidated business* of
of’as 4%eigamiwa tS n,p,irt’ as determined under the applicable methods

IS except CoF3-xo 7 e) atd <> atd

1) = the numerator and denominator of the payroll factor
must each tge)detc-nmn d without reFerence to bay

, *) I sensation earned by the taxpayer's emplo%/ees,

working directly in operations on or for a >asé or Proper y In the
state which directly result in or are necessary for the continued
?r enhanced Broductlor(] of oil or oas from tor allocated to) the

ease or property, an
. (H . _compensation earned by the taxpayer's employees
\évorkln 8@5?r$etlyar1lg the in-state operations of an oil pipeline o-

u
gas pi
?) the nijrerator of the payroll factor must include

compe_nsate%n named by the emproyees 0f the consolidated business
of which the taxPa er'is a part, who are working in the United States

but not in any state and wh are directly supplied from a base of
operations mgllntalned in this sTate. y suee

'nl.Jal col. (b) col, (c)

Inter payroll, wages, salaries, commissions Total

and other compensation attributable tj; Total Within
Within and Outside
Alaska Alaska

1. Post of Goods Sold ... .................
e  ft* is.il inn of OfF firts .......

f. Si] <".,"i-n"s <alai ies and Coinlssions
A.  R*pairs ...ceiciiiieiiaanaa.

S Operation of Warjne Vessels. (Attach Pavs-
In Port computation schedule. “Sere
specific instruction 1(b), pane 6?)

6. Other. (rpecify)

7. Payroll factor. Add the imftnnts on
lines 1-6 arid enter Mere: ...

(Divide the amount on line /, inlumn (a) hy the anount
en line 7, column (b). inter the Quotient, (to six figures)
in column (c), and also on Schedule {, line 10.)

AGO 78* I*



Alaska Department of Revenue
Oil and Gas Crrporat.e Income Tax Retum

Alaska Sales Factor Schedule F.3

15 AXC 12.550. SAFES FACTOR. A taxpayer's sales Factor for a year _
equals the sales factor that )(ear_for the consolidated business of which
the taxaner Is a part, as determined under the applicable methods

of AS 43.19.010 (Art. 1V, secs. 15 --17), AS 43.20.071(d) and ée), and

15 AXC 10.251 -- 15 AAC 10.302; except that the numerator and denominator
of the sales factor must each exclude non-retail sales of oil or gas
produced from (or allocated to) one or more leases or Prope_rtles In the
state, but only to the extent that those sales would otherwise be included
in the numerator and denominator of the sales factor.

(r.ont inued) 60- AGD 78**1%*



Alaska Department of Revenue
Oil ancTGas Cc Dorate Income Tax"Return

Alaska Sales Rector

col. (a)

1. Sales Delivered or Shipped to Alaska
Purchasers: _
a) Shipped from Outside Alaska
b) Shipped from Within Alaska
Total,” line 1 Add the amounts on lines
1(@) and (b) ovvrrrrrnnn, SRS
2. Taxpayer's Operating Revenues
Attributable to Marine Vessels.
(Attach a days-in-port computation
schedule. See specific instruction
1(c), page 62)

3. Sfles Shipped from Alaska to:
g!) The United States Government
Purchasers in a State Where
the Taxpayer Was Not Subject to a
Net Income Tax or a Tax B.'sed Upon
Or Measured By Net Income
Total, line 3. Add the amounts on lines
3(@) and (b) .o SRR -
4. " Other Alaska Busine* . Income Gross Receipts
(@) Interest

by Dividends

¢) Rents ...

d (F)%o?]/altless i)

* »hor. eti
Tota‘,>line 4, Aéd |Othe y|mouuts on lines
TG I (:) o
5. Total Alaska Sales. Add the amounts

0N 1iNes 14 e

6. 1otal Corporation or Consolidated
dusiness Sales, Net ot Intercompany
Wiininat ions. (Attach schedule)

1. Sales Factor Numerator and Denominator
Reductions: (Filter the following .mounts
0rC>_|f included on tiees 5 and 6, danE)

Nun-retail sales of oil Or gas produced

from (or allocated to) one or tore

leases or properties 'in the state

8. Sales r.ictor. Subtract the amounts ne
line 1 from the amounts on rines ' and 6

EDivide the anount on line 8, tolumn fa) br the(ar)muntdonlline 8,S (r:]oldurrfn f( ).l_ 1)
umn (c), and also on Schedule f, line 11.

nter the quotient, (to six figures) in co

-61-
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Maska Departi® ent of Revenue
Oil and Gas Corporate Income Tax"Return

" structions for. Apportionment Factors.

1. Tankcrs "nd Other Matine Vessels. The property, payroll and sales f.n.tor
nijiniator values emanatln[q from tankers and other marine /'mmssels

most be determined as follows:
(@) Property Factor Numerator. AS 3.20.071 (b) and (e).

(i) Owned Narine Vessels. The numerator must be determined by
multiplying the average original cost values of each vessel
by the days-in-port factor of each vessel.

(it) Chartered Vessels.. The net annual rental rate of each
chartered vessel is multiplied by R, and that product is then
multiplied by the days—ln—‘oort factor of eachves., to
determine the numerator value.

(i11)ihe average Original Costs of leasehold Improvements on Board
marine vessels must be multiplied by trie* d/ys-in-port* factor*
to determine the numerator value.

') Average Inventories, (bunker fuel, stores, spare parts, etc.)
on board each vessel must be multiplied by each marine vessel's
days-in-port factor to determine the numerator value.

(b) Payrol 1 lactor Numerator. AS 43.20.071 (c) and (e)_. Compensat ion
Bald by the taxpayer to marine vessel employees must be multiplied
y th? dags—ln— ort factor of each marine vessel to determine the
payroll factor numerator.

(c) Sales ractor nNumerator, AS .1i.70.0;i (C) and (€). rhe taxpayer"s
operating revenues attributable to each marine vessel must be
multiplied hg the days-1In port factor of each marine vessel to
d. line thé salt s T.n tor i aerator.

(d) bays-In Pmt factor Definod. lhe days in port factor is determined
by dividing the number of says-in-portin Alaska of the tanker
Il other vest *hy the nuber of days n-port .1 ..re. A
day n-port does not include time when a vessel is tied up due
to repairs, strikes or seasonal inactivity. A day-in-port orcuis when
the vessel is tied up to a dock or wfnrf or when 1t is  anchore'
offshore for purposes. of loading or offloading cargo. bAday in-port

A% gl%terr(gnbr}eldby dividing the number of hours mBort y7

(continued) *50 78581 7



Alaska Department of Revenue
Oil and Gas Corporate Income jax Rr>turn

Specific® Instructions Regarding
the Apportionment Factors.

2.

*,

of the to which it betoi I rust he considered t0 be at the destif it n
for purF s”of the pro‘oerty factoi . Property in transit between a buyer

and seller which is included by a taxpayer in” tlie denominator of itr property
factor in accordance with its regular accounting practices must be included

in the numerator according to the state of destination,

MOBILE OR MOVABLE PROPERTY. 15 AAC 10.171(c). The value of mobile or movable
property such as construction equipment, trucks or leased electronic e|u:; nt
which is located within and outside of this state during the tax Ber[od must
be determined for Purposes of the numerator of the factor on the basis of
total time within the state during lhe tax period.

PROPERTTa)%aV@rNSIT. 15 aac 10.171 (bj_. property iIN transit between locations
0S

VALUATION OF RENTED PROPERTY. 15 AA( 10.191 (a). Property rented blythe
m just be valued at eight times its net —annual renta rate.The
net annual rental rate for any item of rented property is the annual rental
rate |;oaud by the taxpayer for that property, less the aggregate annual sub-
rental rates paid by subtenants of the taxpa%/er. (r.ee sec. gf)E uf this
chapter for special rules where the use of that net annual rental rate
Broduces a negative or clearly inaccurate value ur where property is used
y the taxpayer at no charge or rented at a nominal rontai rate).

(b) Subrents are not deducted when the snbrents constitut. business income
because the property which produces the rubrents is used in tho reqular
course of a trade or business of the taxpayer when it is producing that
income. Accordingly there is no reduction” in its value.

9 "Annual rental rate" is the amount paid as rental for property for a
12-month period (i.e., the amount of the annual rent). Where property _
Is noted for less than a 12-mont.h period, the rent paid for the actual period
of rrotal constitutes the " nnual nntal i1te" for 'lie tax >iod.  Mwver,
winre a t .ityiM' has e ntcd Prt';ii*ity for a term nt Vv or ""to muiiUiS nnd

the futioi < tax |'m i< covers a p rind of less than 1?  .lhs (due, fur
example, to a reor lani/ation or change of accounting period), the not paid
fur the short fax period must be annualized. If the rental "tei i1 for less
than 1? tonlhs, the tent may not uo .inmiali/ed hemuse of the uncertain
duration when the rental trim is on a month-to- month basis.

APl 11A RILIS. |b AAC 10.202(a2. If the subrents taken into account in
cietermining the net annual rental rate under sec. 191 of this chapter
produce a negative or rlejrly Inaccurate value for any item of property,
another method which will properly reflect the value of rented property

may be required by the cummissinner of revenue ur n guested by the taxpayer.

In no case, however, shall such value be less than an amount which bears
the same ratio to the annual rental rate paid by the taxpayer for such
Broperty as the fair market value of th.it portion of the _property used

y the taxpayer bears to the total fair market value uf tin; tented property.

(L) If property owned by others is used by the taxpayer at no char?e or
I..-nted by the taxpayer for a nominal r.c.. the net annual rental rate for
that property must be determined on the basis of a reasonable piariot
rontal  sic for that property.

-63-



Alaska Department of reag?
O1l and riaVCoeno't\ite Inco le Tax Peturn

Net loss Carryovers/Carrybacks Schedule F

THIS SCHi OULE MUST BE COMPLETED IF A NET LOSS IS CLAIMED ON LINE 6 SCHEDULE A

15 AAC 12.07_0. TREA'_I'MENT OF KET LOSSES REAI _IZED UNDER [HIS. R.

@ A (b:-|yer realizes a net loss under this chapter 1f the taxpayer's

{1het taxable ncome under sec. 50 of this chapter for that year is less
an zero.

(h) A taxpayer's net loss may he carried back not more than three
tax years before the tax year for which it is realized (but it no

event before the 19/8 tax year) and ray be carried forward if necessary
as far as the seventh fax year following the tax year for which it is
realized. This carrying ‘ack and carrying forward must he on a first-
in, first out basis; that is, t.he tax loss must first lie carried back as
an offset ag_alnst the taxpayer's net taxable income, if any, for the
third preceding tax year, and any remaining tax loss must next be

applied as an offset against the taxpayer's not taxable income, if any,
for the second preceding tax year, and so on until either the lax loss

is fully used as offsets a?alnst ‘he taxgayer's net taxable income or
until it has been carried forward into the seventh year following the tax
year in which the net loss is realized. Any net loSs from a tax year
still remaining after the seventh followinn™tax year will be loct:

(c) If a taxpa¥er has net losses from more than one tax year that
.nay be apPhed as offsets a?alnst the taxpayer's rmst taxable income for
the same tax year, the net Toss from ttie earliest of those tax years
must first lie applied, then the net loss from the smond earliest of
those tax yours must be aBFI'e_d (assuming the earliest tax loss does not
fully offset the net taxable income against which it is applied), and so
on.

A IFILAYi R"S 41 f IPLPAT TNG M s c,fc, NNOI H  Acl’A S.TAHITF 4.V/0 APT HUT Rf  NI/ID
e« dlin, 0L . Rz fou(d),

(continued) AGO 78*819



Alarka I3 gargj ent of Fevernue
Oil "d ras Corpora™te fThoome Tax Retum

Net Loss Cativovers/Carrybacks Schedule F

Cc potation of Loss CArryovers/Carry'backs.

Column (a)j tli.ter the ycarfs) of all AS A3.?l losses (whether unaloplieo_l, Ba.rtially
applied or” fully used) in chronological order. If a loss is being
carried to more than one year, use additional lines until the loss
being applied is fully abSorbed.

Column  (b)y Fnter the ar.ourt of loss by year.

Column  (c): Fntor the tax year(s) to which a loss has been orishbeina applied.

Column  (d): Tnt :r ttie amount of loss applied.

Column  @©_: Filter the unused tax loss (subtract theamount  incolumn (d)
from the amount in column (b))

Column (f): Tutor the loss claimed on this return.

Line col. (a) col. (h) rol. (c) col. (d) col. (e) col. (P
Amount of Met Loss

Met 1oss Amount Year 10ss 1oss Not loss ARplled To

Year of loss Apnlied To  Appliod Remaining This Return

[ ]

> w

R.

9.
Tutal I
(Inter ttie total of iol. (f) on Schedule A, lino .)
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JAY S. HAMMOND. GOVERNOR

HMKB'AaiTMtiXT OF BJKVK?*1'K /ZA(%\llEl-'lgtRhAVENU/ESAg%Ol
PHSNQ:lSl' 1363
DIVISIONOF PETROLEUM REVENUE 190/12//562/
January 18, 1960
Re: Income Tax Regulations

(AS A3 .21)
To Recipients of Proposed Regulations:

Proposals which would amend existing oil and gas corporate
income tax regulations have been distributed to you. The
most recent set of proposals followed a published notice
which related that set of proposals to an earlier one
distributed late in October 1979. It has come to our
attention that the most recent set of proposals 1inadvertently
dropped a couple of paragraphs contained in the earlier

draft. The unintended deletions, which are obvious 1in the
c.- € tv. proposals, are contained 1in proposed sections
132(a) <= uni ('<). it3 1 )(31) itid (i2), “fhe <1« id

language 1is attached.
ug apologize for any inconvenience this has caused you.

Sincerely,

Robert M. John
Director

Attachment

KM.J/ rdm

¢
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Proposed Regulation 132(h)(3) and (4) should read:

(3) when transportation of oil is by a tanker or
oLher vessel that is owned or effectively owned b¥ the
taxpayer of that oil, the taxpayer's actual cost Tor that
transportation, which is the sum of:

(A% voyage and ?prt costs incurred with
respect to that transportation,

(B) the positioning cost, amortized over
36 months, fo.* that vessel but only for placing that
vessel into position before 1ts eniplovment in the
Alaska trade and not for placing it into pos'tion after
its employment in the Alaska trade for employeent in
another trade,

. (C) depreciation of the vessel; if the |
vessel is actually owned by the taxgayer, depreciation
must be calculated in accordance with the applicable
FASB Financial Accounting Standards for such owned
assets; if the vessel is effectively owned by the
taxpa¥er, depreciation must be calculated in”accordance
with FASB-13 from the standpoint of a lessee under a
capital lease; and

éD) an amount, which when added to the
amount of depreciation allowed under (C) of this paragraph,
will provide a reasonable return on the acquisition

cost of the vessel over <cs expected life; for purposes

of this paragraph,

(1) _ "acquisition costs" means the cost
of the vessel which may be capitalized by its,
actual owner under generally accepted accounhn%
h"' nor iichiding o j s toT iKtorov.*rit*nts
3- ,u;vr the itire the w;.;ol 1] piiced in «Tvice
bv or on behalf ot the taxpayer, and

_ (11> "expected life" means the period of
time used to calculate depreciation under (C) of
lhis paragraph;

(4) in the case of transportation of gas .s LNL

. (A) where not all of the NG transportation
facilities are subject to tariff re?ulat|ons (by FKRC,
or other agencies 0f the United Slates, state or territory
or a possession of the United States or a foreign _
nation) nnd when the taxpayer does not have or effectively
have any ownership interest in the inc transportation
facility, the amount charged to the taxpayer for that

IING transportation;

(B) . when th* taxpa{er has or effectively has
an ownership interest in the LNG transportation facility,
the taxpayer's actual cost for that transportation
equalling "the :um ef?

(i) the direct operating costs -+ the
NG transportation facility (in the case of an. ine
tanker, 1ts respective voyage and port coats) incurred
with respect to the taxpayer's gas,;

Sec. 132 - p. |



(1) the positioning cost, amortized
over 36 months, for that vessel but only for
placing that vessel into position before its
employment in the Alaska trade and not for placing
it into position after its employment in the
Alaska trade for employment in another trade;

(iii) depreciation of the LNG transportation
facility, if the facility is actually owned by the
taxpaver, depreciation must be calculated in
accordance with the applicable FASB Financial
Accounting Standards for the owner of such assets
if the LNG transportation facility is effectively
owned by the taxpayer, depreciation must be calculated
in accordance with FASB-13 from the standpoint of
a lessee under a capital lease; .and

éiv) an amount which, when added to the
amount of depreciation allowed under (iii) of this
subparagraph, will provide a reasonable return on
the acquisition cost of the ING transportation
facility over its expected life; for purposes of
this subparagraph, "acquisition cost" means the
cost of the LNG transportation facility which maY
be capitalized by its actual owner under generally
accepted accounting j-inciplcs, and "expected

life means Lhe period of time used to calculate
depreciation under (iii) of this subparagraph

Gee, 132 - p. 2



Proposed Regulation 240 should read:

15 aac 12.240. DEDUCTION FOR DIRECT OPERATING COSTS.
(a) The direct operating costs during a year that are
incurred by or for a taxpayer for a lease or property in the
state are a deduction in determining the taxpayer's taxable
production income for that year.

b) Before the commencement of c¢- 'mercial production
from (or allocated to% a lease or property, the direct
operating costs for that lease or property are

(1) the costs for geological and geophysical work
conducted on the lease or property after the taxpayer has
acquired a working interest in the lease or property;

~(2) rentals and shut-in royalties paid in order
to retain the lease or property;

(3) drilling costs for wells bottomed on the
lease or property; and

(4) the costs for operations conducted on or near
the lease or property in support of drilling and/or development
operations for the lease or property, but excmdin% the
actual development costs themselves; however, if the lease
or property is subject to an operating agreement in which at
least one working-interest owner is a third party to the
operator, the direct operating costs for that lease or
proFerty and the costs (excluding development costs but
including drilling costs) that are incurred by Lhe operator
in operating that lease or property and which are reimbursable
to the operator by the working-interest owners, under the
terms of that operating agreement

cor tl'e <« Tjeno.ent of civ.cutrelai nroduct lon
r.m (" "liocrtLed to% t tea, e 0 property, Lite direct
operating costs for that lease or property are:

. (1) the cosls of operating the facilities and
equipment on or for Lhe lease or property which directly
result in or arc necessary for the continued or enhanced
production from (or allocated to) the lease or property,;

(2) the costs of drilling and/or operating wells
hot turned on the lease or property; and

(3) the costs of operations conducted on or near
the lease or prOﬁerty In support of drilling and/or development
operations for the lease or property but excluding the
actual development costs themselves; however, if th lease
or property is subject to an opeiating agreement i.* ..aich at,
least one working-interest owner is a third party to the
operator, then the direct oPerating costs for that lease or
proPerty are the costs (excluding development costs but
excluding drilling costa) that are incurred by the operator
in operating that lease or property and which are reimbursable
to the operator by the working interest owners, under the
terms of that ojcrating agreement.

Sec, 240 -p. 1



