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LetsLet's' talk . . .
about ""specialspecial tax treatment " for oil .

Q01QIsItsIs$ itil truetrw thatlhol oil companiescompallin ooperatingral1lI in111in-

AAAlaskaktIka only pay 2296% or 3Ji % inI Alaska co-

poralt
cor-

porate
corco-cocor-,¬-

porateporalt incomeincomt ttaxesXtS whilewhilt other01116 AlaskaAliAlaska-
companies

kakac-
ompallicompaniescompalli pay moremon thanlhon 9% 1?

ANaANoANo . The Alaska corporate income tax raterate-
is

rate-
isis 9.4949.4'19.419419.4q94q. '%. of taxable income and is applicableIppUcable toto-

aU
to-

allallaU business COrporlcorporationsons . An oil compan-
yopmtina

companycompany-
operatingoperatingopmtina in many states , includingincludina AlaskaAlaska.,
pays the sameIIJHarise Alaska income tax rate asIS aa-

small
a-

smallsmall company doindoing, business only in Alaska .

QQHowHow is theIht taxlax appliedapplWd to a company thattlullthat-

does
tlul-

ldondoesdon businessbuslnns !inn AlaskaA/tuktlAtuktl/ ondQMand other01116 statstates, toot001?

AAToTo begin with , taxes are paid to the state inin-

which
in-

whichwhich the income is earned . A companycompany-
doina

company-
doingdoingdoina business only in Alaska naturallynaturally earnsearns-
all

earns-
allall of its income in Alaska -® Usiuits total incomeincome-
II

income-
IsIsII itsiu taxable income ., On the other hand , inin-

the
in-

thethe case of a multi-statemultistatemulti.statemultistate-. company ,. it is impos-

sible
imposimpos-impos-

sible
-¬-

sible to determine exact earningseaminas on a stateby-
state

stateby-
state

stateby-
state

state-by-stateby-- -

state basis sinceIince the company'scompanys' interrelatedinterrelated-
business

interrelated-
businessbusiness activities in many states contncontributeute toto-

the
to-

thethe total income of the enterprise . The AlaskaAlaska-
income

Alaska-
incomeincome tax law recognizesrccopdzes this and requiresRquires
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that aI multi-statemultistatemulti.statemultistate-. company attribute to Alas-
ka

AlasAlas-¬.-

ka , for income tax purposes , a1 portion of itsiuits-

total
iu-

totaltotal income . This is done throughthrouJh the use of 1-

formula
a1a-

formulaformula which apportions part of thethe-

company's
the-

company'scompany'scompanys' total taxable income to AlaskaAlaska-
based

Alaska-
basedbased on the percentageperccntqe of the company'scompanyscompany's-
total

company's-
total

'

total property ,. payrollpayroU and sales that are inin-

Alaska
in-

AlaskaAlaska . Variations of this same formula areare-
used

are-
usedused in .42.22 other states and the District ofof-
Columbia

of-
ColumbiaColumbia in calculatingcalcuJatinl income to attributeattribute-
toto multi-statemultistate- companies . g(g-

Q
g-

SoQQSoVSoSo a company thatIMt hasIuzs 25lj % ofolts;its tOla-
lpropmy

totaltOlaltotal-
propertypropertypropmy , payroll and $(l/lsaleslill/ inill AkAlaskak pap-
AIQjka

payspappays-
AlaskaAlaskaAIQjka ;incomelICOfM taxestQXt:$ on 252j2S % of01 itsirs totaltolal tax-
abl

tax-
able

taxtax-¬-

ablable incomeillcomt1? :

AARiARifhtRightRifhtht . That 25251ft25ni% portion of itsauus total inin-

come
in-

come
in-in¬-

'

come isasu deemed to be Alaska taxable incomeincome-
and

income-
andand is taxed at the raterale of 99.4949.4ft94ft...,% .

QQIfQKfIfKf theIht apportlonmapportionmentlIl methodfMthod worksworb ,. WMI-

is
whatWMIwhat-

isis theIht pupurpose of01 thetht two oiloill1lcomtincome tax bIlls-
inlrodlK'td

balls-

introduced
billsballs

introducedinlrodlK'tdinlrodlKtd' lastUI sessionsnsionl1linto }JuneauWlINU ?

AmAThat'sA That'sThats. is' a11000good question . It appears thesethese-
bills

these-
billsbills were designeddcsiped solely asIS revenuernenue measures .

1\1si\
HoweverHowner , the rationale we have heard mostmost-

often
most-

oftenoften in support of higherhiJher income taxes on oil ,; IaI-

is

a-

isis that the State does notDOC ,getet a fair apportion-
ment

apportionapportion-apportionIiapportionl¬- IiI-

iment

l

ment of the oil companies ' total income underunder-

the
under-

thethe three-factorthreefactor- formula . Even thoughthoufh thethe-

property
.

propertyproperty and payrollpaYToU factorsfacton artare relativelyrdatlnly highhiJhhigh-

toinanto AlaskaAWka compared with other states because III-

Iof
tit-

iofof high costs , the sales factor is relativelyrd.ativdyrdativdy. low .,
\

since there is littleUttle market in Alaska for unun-

refined
un-unun1¬- 1\1\

refined crudeaude oil . HoweverHowner ,. it must be recogfCCOJrecog-
nized

recog-recog-¬' ,

nizednizcd that to ,generateenente income from AlaskanALukanAlaskan-
oil

'
'

oil , a company must notDOt only predictprocIKeALukanItit inin-

Alaska

It
.

Alaska but also find a market and stflIdIsell ititII tt-

primarilyprimarily ontskkHtsidto.tsldeotslde. Alaska .

QQBUIQBut\ ButBUI domadoesn'tdoesnt', AAlaska'sAlaskasAtuka's//tuka'stuka'stukas' oil haveIulw a uniqueIIniqu I
I

;
aa-

valuevalueWJ/wtWJwt/ to AAlaskansukalU asQj aalimiltdlimited naturalMillralnatural-
resource

:

'resourcerrsOllfa 1?

AAOfOf course , and the value of this limited-

resource
limited-

resource
limited

resource is reflected in the market place and isuis-

rcaJiud
u-

realizedrcaJiudrealized by the State throu&hthrouhthrough& royalty and thethe-
severance

the-
severanceseverance tax . Overall , we believe most Alas-
kans

Alas-
kans

AlasAlas-¬-

kans are more interested in the orderly devd-
opment

devel-

opment
devil-

opulent
devel-develdevd-devddevil-devil-

'.

opmentopulent of AlaskaAlaska'sAlaskas', resources and futurefuture-
jobs

future-
jobsjobs than in furtherfunher taxes on the oil industryindustry-
which

industry-
whichwhich could lessen that developmentdcvdopmentdevdopment .
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