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Changes in Finance Committee Substitute

1. Minimum Tax (Floor)
2. Treatment of North Slope NOLs
3. North Slope Production Tax
4. GVR / New Oil Provisions
5. Other (mainly non-fiscal) Provisions
6. Items from Resources CS that are 

removed in this version
7. Fiscal Analysis



In these sections purple printing indicates new or 
changed sections in CS HB111(FIN)
Rate
• HB111(RES) increased the floor to 4% at all prices 

below $25 and to 5% at prices above $50
• HB111(FIN) keeps current minimum tax:  1% above $15; 

2% above $17.50; 3% above $20, and 4% above $25

“Hardening” versus Credits
• HB111(RES) prevented all credits from being used 

below the minimum tax
• HB111(FIN) does not harden the floor vs. the small 

producer credit
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Minimum Tax (Floor)
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“Hardening” for GVR-eligible “New” Oil
• Current law, the $5 per-barrel credit can reduce tax 

liability to zero
• HB111(RES) created a hard “adjusted” minimum tax 

where the 20%-30% reduction was applied before 
calculating the minimum tax. Effective minimum tax rate 
of 2.8% to 3.2%

• HB111(FIN) keeps the adjusted minimum tax structure, 
although by eliminating the 30% GVR the effective 
minimum tax is always 3.2% of gross

Minimum Tax (Floor)
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Treatment of North Slope NOLs

Carry-Forward
• The 35% “Net Operating Loss” credit for the North Slope 

is eliminated, and replaced with a carry-forward structure
• HB111(RES) allowed for 50% carry-forward of losses, 

with “uplift” of ~8.5% / year for seven years
• HB111(FIN) allows for 100% of losses to carry forward, 

although without “uplift”
o After seven years, carried forward value begins to 

decrease by 10% per year
o Carried forward expenditures can only be used to 

offset value from the lease or property where they 
were incurred (“ringfence”)
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North Slope Tax Rate
• Current (SB21) law is 35% of Production Tax Value 

(PTV) less a per-barrel credit between $0 and $8
• HB111(RES) shifted the per-barrel credit by $2 at a wide 

range of oil prices
• HB111(FIN) reduces the base tax rate to 25% and 

eliminates the sliding scale per barrel credit
o Matches original proposal for SB21 at oil prices below 

about $90-95
• Adds a bracket of “progressivity,” with a 15% surtax on 

that portion of PTV greater than $60
o The “bracketed” structure is very different from ACES, 

without marginal tax issues. More like HB110 (2011)
o Effective tax rates closely track SB21 above $100 oil
o Aligns value of carry-forward with the effective tax rate
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Gross Value Reduction (GVR)

• HB111(FIN) keeps the 3.2% modified hard floor 
introduced in CSHB111(RES)

• Keeps the $5 per barrel credit, which was eliminated for 
legacy production
o Likely effect of this is that GVR production will pay no 

more than the minimum tax at nearly all possible 
prices

• Eliminates the 30% GVR for high royalty fields. All GVR-
eligible production will only receive the 20% benefit



Interest Rates
• No change from Resources. The “zero after three years” 

provision for delinquent production taxes is eliminated

Transparency & Reporting
• Technical changes from Resources. Annual DOR report 

expanded to include credits earned but not cashed, as 
well as more lease expenditure information

• Reporting of lease expenditures by lease is the basis of 
the data used to build the “ringfence”

GVPP can’t go below zero
• Keeps same language from H(RES) version
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Other Changes
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Migrating Credits
• Issue is made moot due to repeal of the sliding scale per 

barrel credit in AS 43.55.024(j)

Assignment
• Repeals ability to assign certificates to a financer in AS 

43.55.029

Cook Inlet Working Group
• Although CSHB111(FIN) does not address any Cook 

Inlet tax or credit issues, it establishes a new legislative 
working group to look at possible future changes

Other Changes



• Intent language regarding appropriations
• Executive sessions / legislative access to 

confidential information
• DNR Pre-approval process
• Dry Hole Credit
• No changes made to per-company credit cap, 

haircut, or barrels per day cash thresholds
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Items Removed from Resources Version



Effective Tax Rates (Legacy / non-GVR oil)
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Fiscal Analysis
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Total Production Tax Revenue (FY2019)

Fiscal Analysis
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Fiscal Note Summary- Tax
• The tax impact is concentrated in the $55 to $90 oil 

price range
o Difference between the current effective tax rates, 

based on 35% of net less the per-barrel credit, and a 
flat 25% of net

o “Crossover” between gross and net taxes moves 
substantially lower, from about $75 to about $55

• Comparably small revenue impact at higher prices

Fiscal Analysis
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Fiscal Note Summary- Budget
• Additional impact due to near-total elimination of 

cash payments for tax credits (reduced spending)
o Long term forecast for this is $150 million / year
o Does not include what “would be” the liability for 

possible future large projects
o The associated projects don’t come into production 

during the fiscal note period

Fiscal Analysis
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Fiscal Note Table- impact at forecast prices

Fiscal Analysis
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Fiscal Note Table- impact at range of prices

Fiscal Analysis



Thank You!

Contact Information

Ken Alper
Director, Tax Division
Department of  Revenue
Ken.Alper@Alaska.gov
(907) 465-8221
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