
































































2017 Session Operating Budget Amendment
Offered In: The House Finance Committee

To: HB 57/HB 59

Offered By: Representative Guttenberg

Department: Natural Resources

Appropriation: Administration & Support

Allocation: Mental Health Trust Land
Admin

Transaction Details
Title: Eliminate funding for public relations contracting.  
Section: Section 1
Type: Dec

Line Items
Personal Services: 0.0
Travel: 0.0
Services: -250.0
Commodities: 0.0
Capital Outlay: 0.0
Grants: 0.0
Miscellaneous: 0.0

-250.0

Positions
Permanent Full-Time: 0
Permanent Part-Time: 0
Temporary: 0

Funding
1092 MHTAAR -250.0

Explanation
The Trust Land Office published a request for proposals from public relations contractors,
with a contract ceiling of $250.0 per year.  The TLO should not contract with any public
relations firm. This amendment eliminates funding for TLO PR outsourcing.   
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2017 SESSION OPERATING BUDGET AMENDMENT PROPOSAL 

 

OFFERED IN: The House Finance Department of Natural Resources Subcommittee 

TO:    HB 57 / HB 59 

OFFERED BY: Representative Guttenberg 

 

RECOMMENDED STATUTE CHANGE:  
Repeal AS 27.30 
 
 
 
EXPLANATION:  
The Exploration Incentive Credit (EIC) has not been used since FY11 and does not appear 
effective in spurring mineral exploration.  When it was last used, it only benefitted one 
beneficiary per year.   
 
It costs DNR approximately $2,500 per year to administer this credit program.  In their January 
2017 Indirect Expenditure Report, LFD recommended the legislature reconsider this EIC.     



4.1
Natural Resources

Applicable Program Indirect Expenditure Name
Mining, Land and Water Exploration Incentive Credits (EIC) for Mining

Activities

Department of Revenue Submission per AS 43.05.095

(1) Description of Provision
Provides exploration incentive credit for exploration activities.

(2) Type
Tax Credit

(3) Authorizing Statute, Regulation or Other Authority
AS 27.30.010

(4) Year Enacted
1995

(5) Sunset or Repeal Date
None

(6) Legislative Intent
For purpose of determining existence, location, extent, or quality of a locatable or leasable mineral or coal deposit.

(7) Public Purpose
For purpose of determining existence, location, extent, or quality of a locatable or leasable mineral or coal deposit.

(8) Estimated Revenue Impact
FY 2011 - $2,517,412
FY 2012 - $0
FY 2013 - $0
FY 2014 - $0
FY 2015 - $0

(9) Cost to Administer
$2,500 (approximate)

(10) Number of Beneficiaries / Who Benefits
One per year

Legislative Finance Analysis per AS 24.20.235
(1) Estimate of Annual Revenue Foregone by the State
$0

(2) Estimate of Annual Monetary Benefit to Recipients
$0

(3) Legislative Intent Met?
No

(4) Should it be Continued, Modified or Terminated?
Recommend reconsideration. The credit has not been used since FY11. The legislature may wish to revisit the credit
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4.1
Natural Resources

Applicable Program Indirect Expenditure Name
Mining, Land and Water Exploration Incentive Credits (EIC) for Mining

Activities

Legislative Finance Analysis per AS 24.20.235

(4) Should it be Continued, Modified or Terminated? (cont.)
to ensure that it is effective in spurring mineral exploration.
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2017 SESSION OPERATING BUDGET AMENDMENT PROPOSAL 

 

OFFERED IN: The House Finance Department of Natural Resources Subcommittee 

TO:    HB 57 / HB 59 

OFFERED BY: Representative Guttenberg 

 

RECOMMENDED STATUTE CHANGE:  
Repeal AS 38.05.160 
Or, require legislative approval of any waiver the commissioner recommends.     
  
 
 
 
EXPLANATION:  
Because the department has never used this waiver, the waiver has not met its legislative intent.  
The commissioner’s potential future use of this waiver could worsen the state’s budget deficit.  
Requiring legislative approval would help to guard against that eventuality.   
 
 
         
 
  



4.5
Natural Resources

Applicable Program Indirect Expenditure Name
Oil and Gas Waived Rent and Royalty for Shale Oil

Department of Revenue Submission per AS 43.05.095

(1) Description of Provision
The Commissioner may waive payment of royalty and rental during the first five years of the lease.

(2) Type
Discount

(3) Authorizing Statute, Regulation or Other Authority
AS 38.05.160

(4) Year Enacted
1959

(5) Sunset or Repeal Date
None

(6) Legislative Intent
Provide Commissioner with discretion in rental fees for future shale development.

(7) Public Purpose
Encourage the production of petroleum products from shale.

(8) Estimated Revenue Impact
FY 2011 - $0
FY 2012 - $0
FY 2013 - $0
FY 2014 - $0
FY 2015 - $0
Note: no activity has required authorization of this rental and royalty relief clause.

(9) Cost to Administer
None

(10) Number of Beneficiaries / Who Benefits
None known

Legislative Finance Analysis per AS 24.20.235
(1) Estimate of Annual Revenue Foregone by the State
$0

(2) Estimate of Annual Monetary Benefit to Recipients
$0

(3) Legislative Intent Met?
No, as the program has not been used.

(4) Should it be Continued, Modified or Terminated?
Recommend continuation. While the provision has not been used, it costs nothing to administer and still could be
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4.5
Natural Resources

Applicable Program Indirect Expenditure Name
Oil and Gas Waived Rent and Royalty for Shale Oil

Legislative Finance Analysis per AS 24.20.235

(4) Should it be Continued, Modified or Terminated? (cont.)
used in the future.
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  4.8 

2017 SESSION OPERATING BUDGET AMENDMENT PROPOSAL 

 

OFFERED IN: The House Finance Department of Natural Resources Subcommittee 

TO:    HB 57 / HB 59 

OFFERED BY: Representative Guttenberg 

 

RECOMMENDED STATUTE CHANGE:  
Repeal AS 38.05.180(f)(6) 
 
 
 
EXPLANATION:  
Enacted in 2003, this provision benefits 6 producers and cost the state $6.4 million in foregone 
revenue in FY15.  Between FY11 and FY16, it cost the state $69.1 million.   
 
It is unclear how the state benefits from oil and gas production for which it receives no royalties 
or taxes. In their January 2017 Indirect Expenditure Report, LFD recommended the legislature 
reconsider this statute.     
 
     



4.8
Natural Resources

Applicable Program Indirect Expenditure Name
Oil and Gas Royalty Relief for Cook Inlet Platforms

Department of Revenue Submission per AS 43.05.095

(1) Description of Provision
Royalty relief for Cook Inlet platforms.

(2) Type
Discount

(3) Authorizing Statute, Regulation or Other Authority
AS 38.05.180(f)(6)

(4) Year Enacted
2003

(5) Sunset or Repeal Date
None

(6) Legislative Intent
Provide monetary incentive as royalty relief from oil and gas producing platforms.

(7) Public Purpose
Incentives to lessees to continue to produce from Cook Inlet platforms which were not economically viable at a 12.5%
royalty rate.

(8) Estimated Revenue Impact
FY 2011 - $12,482,905
FY 2012 - $14,855,924
FY 2013 - $18,114,351
FY 2014 - $14,373,165
FY 2015 - $6,371,535

(9) Cost to Administer

(10) Number of Beneficiaries / Who Benefits
6 companies

Legislative Finance Analysis per AS 24.20.235
(1) Estimate of Annual Revenue Foregone by the State
$6,371,535

(2) Estimate of Annual Monetary Benefit to Recipients
$1,061,923

(3) Legislative Intent Met?
Yes

(4) Should it be Continued, Modified or Terminated?
Recommend reconsideration. It is unclear how the State benefits from oil production for which it receives no royalties
or taxes.
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 4.9 

2017 SESSION OPERATING BUDGET AMENDMENT PROPOSAL 

 

OFFERED IN: The House Finance Department of Natural Resources Subcommittee 

TO:    HB 57 / HB 59 

OFFERED BY: Representative Guttenberg 

 

RECOMMENDED STATUTE CHANGE:  
Repeal AS 38.05.180(f)(5) 
 
 
 
EXPLANATION:  
This provision has not been used since FY12, and appears to have served its purpose in restarting 
production from Cook Inlet leases.  It is unclear how the state benefits from oil production for 
which it receives no royalties or taxes.  In their January 2017 Indirect Expenditure Report, LFD 
recommended the legislature reconsider this provision. 
 
      



4.9
Natural Resources

Applicable Program Indirect Expenditure Name
Oil and Gas Royalty Relief for Cook Inlet Small Discoveries

Department of Revenue Submission per AS 43.05.095

(1) Description of Provision
Royalty Relief for small Cook Inlet discoveries.

(2) Type
Discount

(3) Authorizing Statute, Regulation or Other Authority
AS 38.05.180(f)(5)

(4) Year Enacted
1998

(5) Sunset or Repeal Date
10 yrs. after restart of production

(6) Legislative Intent
Increase Cook Inlet oil and gas production from shut in wells and platforms.

(7) Public Purpose
Incentives to lessees to restart production from Cook Inlet leases that had been shut down prior to 1988.

(8) Estimated Revenue Impact
FY 2011 - $844,851
FY 2012 - $1,207,137
FY 2013 - Not available
FY 2014 - $0
FY 2015 - $0

(9) Cost to Administer

(10) Number of Beneficiaries / Who Benefits
12 companies

Legislative Finance Analysis per AS 24.20.235
(1) Estimate of Annual Revenue Foregone by the State
$0

(2) Estimate of Annual Monetary Benefit to Recipients
$0

(3) Legislative Intent Met?
Yes

(4) Should it be Continued, Modified or Terminated?
Recommend reconsideration. It is unclear how the State benefits from oil production for which it receives no royalties
or taxes.
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