Fiscal Note

Bill Version: HB 247
Fiscal Note Number:
() Publish Date:

State of Alaska
2016 Legislative Session

Identifier:  HB247 (HRLS) Fund Cap 5-10-16 Department: Fund Capitalization

Title: TAX;CREDITS;INTEREST;REFUNDS;O & G Appropriation: Fund Capitalization (no approps out)
Sponsor:  RLS BY REQUEST OF THE GOVERNOR Allocation: Oil and Gas Tax Credit Fund
Requester: House Rules OMB Component Number: 2894

Expenditures/Revenues

Note: Amounts do not include inflation unless otherwise noted below. (Thousands of Dollars)
Included in
FY2017 Governor's
Appropriation FY2017 Out-Year Cost Estimates
Requested Request

OPERATING EXPENDITURES FY 2017 FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 FY 2022
Personal Services
Travel
Services

Commodities

Capital Outlay

Grants & Benefits 1,750,000.0 73,425.0
Miscellaneous
Total Operating 1,750,000.0 73,425.0 0.0 0.0 0.0 0.0 0.0

Fund Source (Operating Only)

1001 CBR Fund 1,750,000.0

1004 Gen Fund 73,425.0

Total 1,750,000.0 73,425.0 0.0 0.0 0.0 0.0 0.0

Positions

Full-time

Part-time

Temporary

[Change in Revenues | | | | | |

Estimated SUPPLEMENTAL (FY2016) cost: 0.0 (separate supplemental appropriation required)
(discuss reasons and fund source(s) in analysis section)

Estimated CAPITAL (FY2017) cost: 0.0 (separate capital appropriation required)
(discuss reasons and fund source(s) in analysis section)

ASSOCIATED REGULATIONS
Does the bill direct, or will the bill result in, regulation changes adopted by your agency?
If yes, by what date are the regulations to be adopted, amended or repealed?

Why this fiscal note differs from previous version:
This fiscal note appropriates $1.75 billion from the Constitutional Budget Reserve to the Oil & Gas Tax Credit Fund. The amount is
intended to pay for tax credit claims through FY25. This appropriation requires a supermajority vote in each body.

Prepared By: Representative Johnson Phone: (907)465-4993
House Rules Committee Date: 05/10/2016
Printed 5/11/2016 Page 1 of 4 Control Code: uQFTF




FISCAL NOTE ANALYSIS

STATE OF ALASKA BILL NO. HB 247
2016 LEGISLATIVE SESSION

Analysis

This fiscal note capitalizes the Oil and Gas Tax Credit Fund with $1.75 billion from the Constitutional Budget
Reserve Fund. This appropriation is expected to be sufficient to fully pay out tax credits that have already been
earned and that will be earned during the phase-out period of the bill. As shown in the table on the following page,
HB 247 is projected to reduce credits from $3.2 billion to $1.8 billion through FY25, reducing State payments by
$1.3 billion during that period.

Sections 10-12 of the bill eliminate the ability of DOR to pay three tax credits out of the .028 fund that is used to

pay out production tax credits. These three credits (the refinery tax credit, the LNG storage facility credit, and the
gas storage facility credit) are against the corporate income tax, not the production tax, but they can currently be
refunded like a production tax credit. This change would mean that DOR would need a new appropriation to pay
out those credits. The tax credit fund would remain for production tax credits, but this would clearly separate the

production tax credits from the corporate income tax credits.

This version of HB 247 eliminates net annual loss (NOL) credits after FY16 and replaces them with the ability to
carry forward lease expenditures. That means that taxpayers would still have their FY16 NOL balance (about
$600 million) available to use to reduce their production tax liability to zero in FY17 and a couple of years beyond,
but they would not be earning additional NOLs in those years. Instead, they can carry forward their unused lease
expenditures. Those lease expenditures could be applied to future tax years to bring them down to the minimum
tax. The balance shown at the bottom of DOR's analysis on the fourth page of this fiscal note shows over $2
billion of those carried forward lease expenditures. However, the potential reduction in taxpayer liability would only
be about 35% of those amounts.
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HB247 (HRLS) Fund Cap 5-10-16 Page 2 of 4 Control Code: uQFTF



Impact of HB 247 on Oil and Gas Tax Credits ($ millions)

FY17 FY18 FY19 FY20 FY21 FY22 FY23 FY24 FY25
Projected Credits--No Action (1) 775 500 375 270 250 250 250 250 250
Cumulative Credits 775 1,275 1,650 1,920 2,170 2,420 2,670 2,920 3,170
Projected Impact of HB 247 (2)
Low 5 (30) (65) (80) (200) (200) (200) (200) (200)
High (10) (55) (85) (100) (250) (250) (250) (250) (250)
Average (3) (43) (75) (90) (225) (225) (225) (225) (225)
Net Credit Claims under HB 247 773 458 300 180 25 25 25 25 25
Cumulative Claims 773 1,230 1,530 1,710 1,735 1,760 1,785 1,810 1,835
Change in Costs under HB 247 (3) (43) (75) (90) (225) (225) (225) (225) (225)
Cumulative Change (3) (45) (120) (210) (435) (660) (885) (1,110) (1,335)
(1) Source: DOR Spring 2016 Revenue Sources Book
(2) Source: DOR analysis included in this fiscal note

HB247 (HRLS) Fund Cap 5-10-16
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BILL NO. HB 247

FISCAL NOTE ANALYSIS
iscal Detail of CSHB247(RLS)\D (Revenue and Budget Impacts)
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2016 LEGISLATIVE SESSION

STATE OF ALASKA
Analysis Continued
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