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February 9, 2010

The Honorable Mike Chenault
Speaker of the House

Alaska State Legislature

State Capitol, Room 208
Juneau, AK 99801-1182

Dear Speaker Chenault,

Under the authority of Art, III, Sec. 18 of the Alaska Constitution, I am transmitting a bill that
proposes four discrete changes to Alaska’s oil and 8as production tax. The bill will provide
incentives for explorers and producers to continue to invest in Alaska. The proposed changes will
encourage mnvestment and employment within the state, and ultimately, increase production of the
state’s o1l and gas resources.

I remain committed to considering all proposals and ideas that will result in increased exploration
and drilling that produce more oil and jobs for Alaskans.

First, the bill will encourage investment by creating a new 30 percent alternative tax credit for
qualified costs closely related to well drilling and work over operations designed to enhance current
well operations. The taxpayer will have to claim the 30 percent credit within six months of
completing the qualifying activity, and will have to submit enough information for the Department
of Revenue to determine that the expenditures qualify for the credit.

Second, the bill will allow qualified applicants, tegardless of their future spending levels, to recejve
cash refunds for tax credits that the applicants received for qualified capital expenditures. Under
current law, an applicant cannot qualify for a cash refund unless, within 24 months of recetving the
tax credit certificate, the applicant incurred a qualified capital expenditure or successfully bid on a
lease on State land. If the applicant is unable to meet either requirement, the applicant cannot

producers and explorers are required to spread the benefit over two years. Allowing producers and
explorers the full value of their credits in one year would increase the amount available for further
exploration activities and for work on currenty producing wells.
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of tax due under the regulauons in effect at the time of payment and that a refund is due, no interest
will be due on a refund made within the time period specified in the bill.

resources. I urge your prompt and favorable action on this measure.

Enclosure
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