
Fiscal Note Number:         3
Bill Version:                       CSSB 80(RES)         
(S) Publish Date:               5/2/07  

Dept. Affected: Revenue 04
Title RDU

Component
Sponsor
Requester Component No. 2476

FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013

124.9 124.9 124.9 124.9 124.9 124.9

124.9 124.9 124.9 124.9 124.9 124.9

* * * * * *

124.9 124.9 124.9 124.9 124.9 124.9

124.9 124.9 124.9 124.9 124.9 124.9

31.2

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:

Prepared by: Jon Iversen and Cherie Nienhuis    Phone
Division Tax    Date/Time

Approved by: Jerry Burnett    Date
Agency Department of Revenue

Estimate of any current year (FY2007) cost:              

Oil & Gas Production Tax:  Expenditures

 

(S) Resources

1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts

CHANGE IN REVENUES  (           )

Check this box (X) if funding for this bill is included in the Governor's FY 2008 budget proposal:       

(Revised 9/18/2006 OMB) Page 1 of 2

2/20/2007

1037 GF/Mental Health
Other (Specify Type--Do not abbreviate)      

TOTAL

(Attach a separate page if necessary)

FUND SOURCE (Thousands of Dollars)

Grants & Claims

Contractual
Supplies
Equipment
Land & Structures

Miscellaneous
TOTAL OPERATING

CAPITAL EXPENDITURES   

FISCAL NOTE
STATE OF ALASKA
2007  LEGISLATIVE  SESSION

Expenditures/Revenues (Thousands of Dollars)

Revision Date/Time (Note if correction):
Taxation and Treasury

Senator Wagoner
Tax Division

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES
Personal Services
Travel

269-1033
2/20/07 2:00 PM

*This bill would add certain costs relating to improperly maintained property or equipment to the list of costs 
that do not qualify as lease expenditures under AS 43.55.165, the petroleum profits production tax system.  
Under the bill, the commissioner of revenue, in consultation with the commissioner of environmental 
conservation and the chair of the Alaska Oil and Gas Conservation Commission, would determine whether 
costs are specifically disallowed under this provision.  The provision would disallow any costs incurred to 
(1) repair or replace improperly maintained property or equipment; and/or (2) maintain the operational 
capability of facilities or equipment that are either shut down or are diminished in capacity.  The bill 
effective date is retroactive to April 1, 2006 - the effective date of the petroleum profits tax (PPT).  
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STATE OF ALASKA BILL NO.

The impact this bill would have on petroleum tax revenues is indeterminate.  Costs identified as disallowed 
under this bill could be categorized as either operating costs or capital costs.  The PPT authorizes eligible 
operating costs to be deducted from the petroleum profits tax at a rate of 22.5%; the PPT authorizes 
capital costs to be both deducted at a rate of 22.5% and credited at a rate of 20%, for a combined 
production tax savings of 42.5%.  Any set of disallowed costs is likely to be split between these two 
categories in a way that is distinct from that of another set of costs.   

Administering this legislation would require one full-time equivalent (FTE) with expertise in oil and gas 
industry practices on the level of a petroleum engineer.  The department currently contracts with a 
petroleum engineer for five years at a cost of $624,650, or $124,930 per year, for technical support related 
to petroleum production.  It is anticipated that the department would be required to carry a second contract 
of this magnitude or greater in order to fulfill the requirements of this legislation.   


