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Representative Crai g Johnson, Co-Chair
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Representative Bryce Edgnon
Representative Kurt O son

Represent ati ve Paul Seaton
Representative David Guttenberg
Representative Scott Kawasaki
Representative Chris Tuck

MEMBERS ABSENT
Representati ve Peggy W1 son
COW TTEE CALENDAR

COW TTEE SUBSTI TUTE FOR SENATE BI LL NO. 305(FIN)(TI TLE AM
"An Act providing that the tax rate applicable to the production

of o0il as the average on oil and gas production for
appropriation to the comunity revenue sharing fund; production
tax value of oil, gas produced in the Cook Inlet sedinentary

basin, and gas relating to the allocation of |ease expenditures
and adjustnments to |ease expenditures; produced outside of the
Cook Inlet sedinmentary basin and used in the state increases and
providing for an effective date."

- HEARD & HELD

SENATE BILL NO. 301

"An Act relating to the power project fund; authorizing the
Al aska Energy Authority to charge and collect fees relating to
the power project fund; authorizing the Al aska Energy Authority
to sell and authorizing the Al aska Industrial Developnent and
Export Authority to purchase |oans of the power project fund;
providing legislative approval for the sale and purchase of
loans of the power project fund wunder the nenorandum of
understanding dated February 17, 2010; and providing for an
effective date.”

- SCHEDULED BUT NOT HEARD
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HOUSE BI LL NO. 365

"An Act relating to the power project fund; authorizing the
Al aska Energy Authority to charge and collect fees relating to
the power project fund; authorizing the Al aska Energy Authority
to sell and authorizing the Al aska Industrial Devel opnent and
Export Authority to purchase |oans of the power project fund;
providing legislative approval for the sale and purchase of
| oans of the power project fund wunder the nenorandum of
understanding dated February 17, 2010; and providing for an
effective date.”

- SCHEDULED BUT NOT HEARD
PREVI QUS COW TTEE ACTI ON
BILL: SB 305

SHORT TITLE: SEPARATE O L & GAS PROD. TAX/ DEDUCTI ONS
SPONSOR('s): FI NANCE

03/08/10 (S READ THE FI RST Tl ME - REFERRALS

03/ 08/ 10 (S) FIN

03/09/10 (S FIN AT 9: 00 AM SENATE FI NANCE 532

03/ 09/ 10 (S) Heard & Held

03/ 09/ 10 (S) M NUTE( FI N)

03/10/10 (S FIN AT 9: 00 AM SENATE FI NANCE 532

03/10/10 (S <Bi |l Hearing Cancel ed>

03/ 11/ 10 (S) FIN AT 9: 00 AM SENATE FI NANCE 532

03/11/10 (S) -- MEETI NG CANCELED - -

03/ 12/ 10 (S) FIN AT 9: 00 AM SENATE FI NANCE 532

03/ 12/ 10 (S) Heard & Held

03/ 12/ 10 (S) M NUTE( FI N)

03/ 18/ 10 (S) FIN AT 3: 00 PM SENATE FI NANCE 532

03/ 18/ 10 (S) Heard & Held

03/18/ 10 (S) M NUTE( FI N)

03/ 29/ 10 (S) FIN AT 9: 00 AM SENATE FI NANCE 532

03/ 29/ 10 (S <Bi |l Hearing Postponed>

03/ 31/ 10 (S) FIN RPT CS 6DP 1AM NEW Tl TLE

03/ 31/ 10 (S) DP: HOFFMAN, STEDMAN, THOMVAS, EGAN,
OLSON, ELLIS

03/ 31/ 10 (S) AM  HUGA NS

03/ 31/ 10 (S) FIN AT 9: 00 AM SENATE FI NANCE 532

03/ 31/ 10 (S) Moved CSSB 305(FIN) Qut of Conmittee

03/ 31/ 10 (S) M NUTE( FI N)

04/ 01/ 10 (S) TRANSM TTED TO (H)

04/ 01/ 10 (S) VERSI ON: CSSB 305(FI N) (TI TLE AM

04/ 05/ 10 (H READ THE FI RST TI ME - REFERRALS

04/ 05/ 10 (H) RES, FIN
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04/ 07/ 10 (H) RES AT 1:00 PM BARNES 124
04/ 07/ 10 (H) Heard & Hel d

04/ 07/ 10 (H) M NUTE( RES)

04/ 09/ 10 (H) RES AT 1:00 PM BARNES 124
04/ 09/ 10 (H) Heard & Hel d

04/ 09/ 10 (H) M NUTE( RES)

04/ 10/ 10 (H) RES AT 10: 00 AM BARNES 124

W TNESS REG STER

PAT GALVI N, Commi ssi oner

Depart nent of Revenue (DOR)

Juneau, Al aska

PCSI TI ON  STATEMENT: During hearing of SB 305, answered
guesti ons.

DONALD BULLOCK JR., Attorney

Legi sl ative Legal Counsel

Legi sl ati ve Legal and Research Services

Legi sl ative Affairs Agency

Juneau, Al aska

POSI TI ON  STATEMENT: During the hearing on SB 305, explained
Amendnent 4.

ROGER MARKS, Consulting Petrol eum Econom st

Logsdon & Associ at es

Anchor age, Al aska

PCOSI TI ON  STATEMENT: Revi ewed the docunment entitled "SB 305:
Fl owchart: 26-LS1577\WA. 6".

SENATOR JCE PASKVAN

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Provi ded comments on SB 305.
ACTI ON NARRATI VE

10: 18: 14 AM

COCHAIR MARK NEUVAN called the House Resources Standing
Commttee neeting to order at 10:18 a.m Representati ves Tuck,
Seaton, dson, Johnson, GQGuttenberg, Edgnon, and Neuman were
present at the call to order. Representati ve Kawasaki arrived
as the neeting was in progress.

SB 305- SEPARATE O L & GAS PROD. TAX/ DEDUCTI ONS
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10:18: 37 AM

CO CHAI R NEUMAN announced that the first order of business is CS
FOR SENATE BILL NO 305(FIN)(title anm), "An Act providing that
the tax rate applicable to the production of oil as the average
production tax value of oil, gas produced in the Cook Inlet
sedi nentary basin, and gas produced outside of the Cook Inlet
sedinmentary basin and used in the state increases above $30
shall be 0.4 percent mnultiplied by the nunber that represents
the difference between that average nonthly production tax val ue
and $30, or the sum of 25 percent and the product of 0.1 percent
mul tiplied by the nunber that represents the difference between
that average nonthly production tax value and $92.50, except
that the total rate determined in the calculation nmay not exceed
50 percent; providing for an increase in the rate of tax on the
production of gas as the average production tax value on a BTU
equi val ent barrel basis of gas produced outside of the Cook
Inlet sedimentary basin and not used in the state increases
above $30; relating to paynents of the oil and gas production
tax; relating to availability of a portion of the noney received
fromthe tax on oil and gas production for appropriation to the
community revenue sharing fund; relating to the allocation of
| ease expenditures and adjustnments to |ease expenditures; and
providing for an effective date."

10:18: 55 AM

CO-CHAIR NEUMAN focused the commttee's attention on the
amendnments in the conmmttee packet.

10:19: 42 AM

The commttee took an at-ease from 10:19 a.m to 10:23 a. m

10: 24: 06 AM

REPRESENTATI VE SEATON noved Amendment 1, |abel ed 26-LS1577\ VWA 2,
Bul | ock, 4/5/10, the text for which is provided at the end of
t he m nutes.

CO- CHAI R NEUVAN and REPRESENTATI VE OLSON obj ect ed.

10: 24: 22 AM

REPRESENTATI VE SEATON pointed out that the commttee packet
i ncludes an explanation of Amendment 1 entitled "Explanation of
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Amendrment WA.2 to CSSB 305(FIN)(title am." Representati ve
Seaton explained that Anendnent 1 addresses the concern
regarding the existing exenption for in-state gas sold off the
North Slope. The concern is that having a gas tax rate off the
North Slope for citizens of Alaska that is different than that
for citizens of any other state would be in violation of the
Commerce Clause in the U S. Constitution, which doesn't allow
differential taxation based on the state of residency. The
intent is to review a situation in which a producer or consuner
sued after the open season. The suit would be in federal court
and the renedy requested would be for the non Al askan residents
or producers to have the lower tax rate that was afforded
Al askans. If the federal court accepted the aforenentioned
remedy, the pipeline's 10 years of operation would generate
al nrost no production tax for the State of Alaska. On the other
hand, the federal court could nullify Al aska's exenption for in-
state gas use. Representative Seaton opined that if a plaintiff
can assert danmge after gas flows due to the higher gas price,
the likely result would be to |ower those costs. If the court
raised the cost for Al askans, it would be a precedent in that a
suit could result in a renedy that isn't beneficial to the
[plaintiff]. Since the existing statute says "the tax systemin
pl ace at the start of open season", Amendnment 1 would renove the
in-state exenption and a forthcom ng anmendnment to Anendnent 1
woul d specify that change would only be in effect for 30 days.
The aforenmentioned would resolve the potential bind described
above and the Alaska Gasline Inducenent Act (AQ A terns that
specify the tax rate is guaranteed for the first 10 years of gas
flow ng through the pipeline. Representative Seaton clarified
that Amendnment 1 with the proposed anendnent to it would result
in the in-state gas tax not being applicable until 30 days after
the effective date of the Ilegislation. The | egislation, he
rem nded the commttee, is only useful if it's signed prior to
the start of open season and re-inplenents the existing tax code
after 30 days.

10: 29: 40 AM

REPRESENTATI VE SEATON noved Conceptual Amendnent 2 to Anendnent
1, as follows [original punctuation provided]:

The tax provisions for in-state sale of gas from the
North Slope and other fields are re-enacted 30-days
after the effective date of this act

10: 30: 00 AM
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CO CHAI R NEUVAN clarified t hat t he docunent entitled
"Explanation of Anmendnent WA.2 to CSSB 305(FIN)(title am"
applies if Conceptual Anendnent 2 to Anendnent 1 passes. Upon
determining there was no objection, announced that Conceptual
Amendnent 2 to Anmendnent 1 was adopted. Therefore, Amendnent 1,
as anended, was before the commttee.

10: 31: 15 AM

CO- CHAIR NEUWVAN inquired as to why the producers would sue the
state if the tax is |ower.

REPRESENTATI VE SEATON opined that a contract provision that
specifies an alnost O percent tax on the gas for 10 years could
be advantageous for a conpany. Furthernore, it could be that
when taxes are negotiated, after that open season, the state
coul d negotiate a provision that guarantees the [producers] wll

not sue. However, the potential of a suit being brought from
consuners or an electricity generator in other states would
remai n. He acknow edged that whether the suit would be

successful or not is unknown.

CO- CHAI R NEUMAN remarked that he couldn't see why the producers,
when they're paying a lower tax, would sue the state. He said
he just didn't believe that woul d happen.

10: 33:42 AM

CO CHAIR NEUMAN related that a lot of electrical and utility
generating conpanies are counting on this first open season in
order to create the necessary economes of scale to bid on in-
state capacity of the pipeline. He highlighted that if this
proposal was in place, the taxes that [the residents of
Fai rbanks] would pay for electrical generation would be much
hi gher because during the initial open season [the tax] would be
the current 25 percent plus productivity rather than 5 percent.
The aforenmentioned would result in higher electric and gas
bills. A spur line going to Valdez, he opined, with a route to
South Central would inpact the residents in South Central Al aska
simlarly.

10: 35: 19 AM

REPRESENTATI VE SEATON expl ained that Anmendnent 1, as anended,
specifies that 30 days after the effective date of the
legislation, [the tax] would return to the existing situation in
which there's an exenption for in-state use. He clarified that
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Amendrent 1, as anended, clarifies that there's no need to worry

that the export gas will qualify for the in-state gas break.
Al though there would be no effect on any in-state user, it
doesn't nmean that in the future, if there's a gas sale, a suit
under the Commerce Cause wouldn't be  brought. The
af orenenti oned could occur anyway, he said. However, there
could be no claimthat under AG A they are entitled to the | ower
tax rate for 10 years. Representative Seaton said that he

didn't believe [under Amendnent 1, as anended] there would be
any inpact on in-state use.

CO CHAIR NEUWVAN interjected, "But we, certainly don't know. "

10: 37: 06 AM

REPRESENTATI VE GUTTENBERG asked who else, including |ega
counsel, is present to answer questions.

REPRESENTATI VE SEATON related that Don Bullock, Attorney,
Legi sl ative Legal Services, is the drafter.

10: 38: 16 AM

PAT GALVIN, Conmi ssioner, Departnment of Revenue (DOR), stated
that [the administration] is aware of the constitutionality
issues related to the in-state gas provisions of the production
t ax. Regarding the concern with Amendnent 1, as anmended, the
Department of Law doesn't view the renedy for a challenge to the
favorable in-state tax treatnment as elimnating the underlying
base tax and inposing the favorable exception as the rule. That
is, if it was challenged, it would be chall enged based upon the
favorable treatnent given to a small portion of the gas used
within the state. The DOL couldn't think of a situation in
which the court had taken an unconstitutional exception to the
rule for which the renedy was to elimnate the rule and inpose
t he exception on everyone.

10:40: 24 AM

CO- CHAI R NEUMAN surmnmi sed then that a lock-in for in-state use is
not seen as a ri sk.

COMM SSIONER GALVIN noted his agreenent, adding that if a

subsequent |egal challenge is successful, it's not seen as a
risk that the low tax rate that's the exception to the existing
rule would be inposed on everyone. The aforenentioned is the

advice from DQOL.
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CO-CHAI R NEUMAN further surm sed, "You don't think it will be an
i ssue. "

COWM SSI ONER GALVIN replied yes, but if the commttee still has
concern he suggested that the effective date for the provision
start at the beginning of a nmonth, even if it is retroactive to
t he beginning of the nmonth in which the legislation is passed.

10:41:57 AM

REPRESENTATI VE SEATON rel ated his understanding that the |awers
don't believe there is risk of a lawsuit from another state and
that the federal court would only inpose a higher tax on Al askan
gas. He related his further understanding that the courts won't
give favorable treatnent to the plaintiffs, residents of Chicago
claimng they were paying a higher price, in the case.

COW SSI ONER GALVIN clarified that the question wasn't asked in
the context of a risk percentage, but rather in ternms of the

pot enti al out cone. The determnation was there was no
identified precedent in which the court inposed the exception
which is the concern being expressed, in order to rectify a

constitutional challenge. The standard practice when there's a
constitutional challenge to an exception of an existing
structure, the court rules that that exceptional treatnent is
unconstitutional and returns it to the state to rectify the
exceptional treatnent. He suggested that if the desire is to
"take it off the table,” then do so in a manner that doesn't
create an adm ni strative problem

10:44: 30 AM

REPRESENTATI VE SEATON inquired as to how nuch and how many
peopl e are paying a production tax on the North Sl ope currently.

COW SSI ONER GALVI N answered that he wasn't sure he is able to
reveal that information

CO CHAI R NEUMAN surm sed that it would be a mninmal anmount as it
would only refer to some of the punp stations and what is sold
at Kupar uk

10: 44: 59 AM

COM SSI ONER GALVIN related that he is aware of gas being sold
for the purpose of power that is being used between wunits.
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However, he didn't know whether the gas being used between units
is being claimed as a taxable event. He restated that he didn't
believe he could reveal what taxpayers are involved in that. In
response to Co-Chair Johnson, Comm ssioner Galvin specified that
he can't answer these questions because of confidentiality.

10:45: 37 AM

CO-CHAIR NEUMAN noted his assunption that the punp stations
probably use a small anobunt of electrical generation and nove
over to Kuparuk for electrical generation and use sonme of the
wast e heat. However, he assunmed that a m nimal anount is used.

10: 45: 58 AM

COW SSIONER  GALVIN related that when the issue was first
identified, the inpact in dollar value between the gas in the
Cook Inlet area and the gas in the North Slope ranged from $40
mllion a year to approaching $200 mllion a year when there's
hi gh progressivity. The predom nant portion of that is fromthe
Cook Inlet area.

10: 46: 48 AM

CO- CHAIR NEUVAN asked if it would be safe to say that the
m sci bl e gases that are injected or mxed with the oils that are
goi ng through the Trans-Al aska Pipeline System (TAPS) are worth
much nore to the state than the electrical generation being used
[at the punp stations].

COWM SSI ONER GALVIN answered that it's safe to say the gas that
is used for other purposes wthin the field, whether it's
reinjected or used as a mscible injectant, is nmuch nore
val uabl e than what's used for [electrical generation at the punp
stations].

10: 47: 23 AM

REPRESENTATI VE TUCK rel ated his understanding that DOL is saying
that there is the potential during this first open season when
the tax rate is locked in that the state could be sued due to
inter-state commerce |aws and the exenption for power generation
and fuel for heating would be renoved. Therefore, there is the
potential for consunmers to face higher utility rates. However,
the revenue side is protected with the gas going to the Lower
48.
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COW SSI ONER GALVI N said that's correct.

10: 48: 30 AM

REPRESENTATI VE GUTTENBERG returning to AGA as a whole, asked
if the departnment explored the possibility of a suit being
brought by Chicago ratepayers or Chicago's regulatory conmm ssion
in response to the open season and as an attenpt to receive that
| oner rate.

COW SSI ONER GALVI N answered that at the time the AG A statute
was put in place, it was eval uated regarding potential clains of
equal protection or other constitutional violations due to
providing favorable treatnent of those who participated in the
open season versus those who didn't. The determ nation was that
it wouldn't create a constitutional issue.

10: 49: 56 AM

REPRESENTATI VE GUTTENBERG opi ned that the effects [of Amendnent
1, as anended] on the Fairbanks Natural Gas (FNG bonding
project are significant. Therefore, he inquired as to the
effect provisions that open and close exceptions would have on
t he bondi ng mar ket .

COWM SSI ONER GALVIN responded that the bonding market reacts
unfavorably to uncertainty, in general. Mor eover, the bonding
mar ket takes into account the relative likelihood of that
uncertainty taking place.

10: 51: 04 AM

REPRESENTATI VE SEATON then offered Conceptual Anendnent 3 to
Amendnent 1, as anended, such that the effective date would be
retroactive to April 1 through May 31.

10: 54: 12 AM

REPRESENTATI VE SEATON explained that he is offering Conceptua
Amendrment 3 to Amendnent 1, as anmended, in response to
Conmi ssioner Glvin's statenent that there are sonme snmall sales
off the North Sl ope. Specifying a date would make it easier
adm nistratively for the taxpayers that are incurring the taxes.
To be effective, it nust start of the first binding open season.
He noted that the [proposed retroactive effective date] does
refer to the year 2010.
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CO CHAI R JOHNSON obj ected to Conceptual Amendnent 3 to Amendnent
1, as anended.

10: 55: 32 AM

CO CHAIR JOHNSON then withdrew his objection, but added that he
doesn't intend to vote for [Amendnment 1, as anended].

There being no further objection, Conceptual Amendnent 3 to
Amendnent 1, as anended, was adopt ed.

10: 56: 10 AM

REPRESENTATIVE TUCK surmsed that wth [Anmendnent 1, as
anended], any of the advantages for in-state use will be renoved
for the first open season. However, the aforenentioned can be

re-inplemented to protect [the state] against potential suits
that may increase consunmers' utility bills since they would | ose
the tax breaks for in-state use.

10: 56: 59 AM

REPRESENTATI VE SEATON highlighted that in actuality there is no
way to protect against that because that's a U S. constitutional
pr obl em However, it protects against having the 10-year AG A
| ock-in of that rate for exported gas. Al though the in-state
rate may have to be changed, [Anendnent 1, as anended] protects
agai nst the possibility of a lawsuit for which the renedy is the
plaintiff receiving the lower tax rate. Representati ve Seaton
said that Representative Tuck is effectively correct, but
pointed out that [Amendnment 1, as anended] prevents the
possibility of the state having an extrenely low tax rate for 10
years on gas that's exported to the Lower 48. He rem nded the
commttee that [Amendnent 1, as anended] does reenact the in-
state gas exenption 60 days |ater.

10: 58: 18 AM

COCHAIR NEUVAN interjected that the aforenentioned is
Representative Seaton's opinion and Commi ssioner @Glvin doesn't
hold the sane opinion for the reasons stated earlier.
Therefore, Co-Chair Neuman maintained his objection to Arendnent
1, as anended.

10: 59: 41 AM
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REPRESENTATI VE SEATON related his belief that the lower in-state
tax does pose a risk of legal action, which he opined could
likely be found if one were to research the Tonnage C ause and
the Comrerce Clause in the U S. Constitution.

11: 00: 35 AM

REPRESENTATI VE GUTTENBERG expressed concern with t he
constitutional question [related to the lower in-state tax],
whi ch deserves nore analysis. He expressed further concern with
the affect [of Amendnent 1, as anended] on FNG bondi ng. The
project in Fairbanks is a bridge between now and tonorrow.
Representative GQuttenberg said that he's not confortable passing
Amendnent 1, as anmended, wi t hout under st andi ng t he
af orenmenti oned ramfications.

11: 01: 55 AM

CO CHAI R JOHNSON cal | ed the questi on.

11: 02: 07 AM

COCHAIR NEUMAN, in response to Representative Quttenberg,
clarified that the roll wll be called on Anendnent 1, as
anmended.

11: 02: 31 AM

The commttee took a brief at-ease.

11: 03: 38 AM

CO- CHAIR JOHNSON wi thdrew his call for the question.

11: 04: 02 AM

CO- CHAIR NEUMAN rel ated his understanding that Anmendnment 1, as
anended, wouldn't allow a discount for a lower [tax] rate for
wor k FNG perforned during April 1 to May 31.

11:04: 27 AM

COMM SSI ONER GALVI N rem nded the conmttee that at this time FNG
is utilizing gas from Cook Inlet, and therefore enjoying the
benefits of a tax that wouldn't be inpacted by this proposal.
He pointed out that [Amendnent 1, as anended] only addresses the
portion of the law dealing with gas used within the state.
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Fai rbanks Natural Gas interest is in ensuring that gas from the

North Slope and used within the state is protected. Thi s
proposal would elimnate the lower tax rate for two nonths and
then reinstate it. Therefore, by the time FNG is actually

shipping gas the lower tax rate would be in place. He rel ated
his understanding that Representative Quttenberg's question is
whether elimnating the lower tax and reinstating it nultiple
times creates an issue for FNGs financing, which is really a
question for FNG

11: 05: 55 AM

CO-CHAIR JOHNSON told the conmittee that he understood that
Representative Kelly has received calls of concern from FNG He
then call ed the questi on.

11: 06: 31 AM
A roll call vote was taken. Representative Seaton voted in
favor of adopting Anmendnent 1, as anended. Represent ati ves

Edgnon, Quttenberg, Kawasaki, Tuck, d son, Neunman, and Johnson
voted against it. Therefore, Amendnent 1, as anended, failed to
be adopted by a vote of 1-7.

11: 07: 45 AM

REPRESENTATI VE GUTTENBERG announced that he would not offer his
amendnent in the commttee packet.

11: 08: 18 AM

CO CHAIR JOHNSON noved Anendnent 4, |abeled 26-LS1577\WA 6,
Bul | ock, 4/10/10, the text for which is provided at the end of
thi s docunent.

11: 09: 24 AM

CO CHAI R JOHNSON expl ained that the intent of Anendnent 4 is to
enact on April 29 the decoupling Ilegislation before the
committee and then repeal it two days later. Therefore, on My

1 the law would be a decoupled oil and gas provision and the
current law would be in effect. Anmendnent 4 would alleviate al

the cost al | ocati on, elimnate the additional need for
regul ations, and satisfy the concerns of one of the Senate
Fi nance Committee co-chairs. Co-Chair Johnson clarified that

Amendnment 4 would elimnate the My 1 deadline, the cost
al l ocation concerns, and lock the state in for a certain anpunt
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of tax. According to the revisor, Amendnment 4 is |engthy
because it contains the proposed |egislation, the new proposal
of Amendnent 4, and the current [law]. Co-Chair Johnson offered
t hat Amendnment 4 sinply provides, for two days, the cover of the
$2 billion potential |oss while naintaining the status quo. Co-
Chair Johnson characterized Anendnent 4 as "an el egant solution
to a very conplicated problem” He noted that he has talked
wi th Senators Paskvan and Stedman as well as the nmenbers of the
House Finance Commttee. The nenbers of the House Finance
Commttee related that they would prefer to receive the
| egislation with Anendnent 4 adopted because they would prefer
to elimnate whatever is wong.

11: 13: 26 AM

REPRESENTATI VE GUTTENBERG objected to Anendnent 4. He then
asked if when the 24-hour rule for the House went into effect,
the 24-hour [policy] for anmendnents to the House Resources
Standi ng Comm ttee was abol i shed.

CO-CHAIR JOHNSON said he had no problem waiting to consider
Amendnent 4. He then apol ogi zed for not adhering to the 24-hour
rule, but noted that the drafter was working on Amendnment 4
until 1:00 a. m

11:14: 32 AM

CO CHAI R NEUMAN expressed interest in the conmttee doing what
it can to address SB 305 today. Therefore, he said his
preference is for the conmttee to act on SB 305 today if the
commttee is confortable wth Amendnent 4 after sonme expl anation
from Don Bul | ock, Legislative Legal Services.

11:15: 21 AM

REPRESENTATI VE GUTTENBERG acknow edged that anendnents at the
last mnute are often the case, particularly at the end of
sessi on.

11:16: 10 AM

The commttee took an at-ease from11l:16 a.m to 11:23 a. m

11: 24: 00 AM

DONALD BULLOCK JR., At t or ney, Legi slative Legal Counsel
Legislative Legal and Research Services, Legislative Affairs
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Agency, explained that, provided SB 305 takes effect before
April 30, the adoption of Amendnent 4 would nmean that SB 305
woul d take effect then and be applicable on the first day of the
open season, which Ilines up wth the timng of the tax
exenptions under AG A and AS 43.90.300 and AS 43.90. 320. The
day after open season the law would return to the current |aw.

In the future, he noted, there's another trigger. Wen 1.5
billion cubic feet a day of gas is placed in a pipeline system
for delivery to market in the 48 contiguous states or Canada or
to a liquefied natural gas (LNG facility for export out of the
state, the provisions in SB 305 that separate the progressive
tax on oil and the progressive tax on gas take effect. M.
Bul lock clarified that SB 305 provisions won't take effect
unless the legislation is in effect prior to the open season

If the aforenentioned is the case, the law would return to
current law after the day open season starts and in the future
the progressivity split would occur when 1.5 bcf a day of gas is
placed in a transportation systemfor delivery to market.

11: 26: 40 AM

CO- CHAIR NEUVAN, regarding the [progressivity split], asked if
there has to be nore than 1.5 bcf of gas a day exported.

MR. BULLOCK answered yes, and clarified that the gas has to be
put into a pipeline to go either to an LNG facility or to
market. The trigger, he further clarified, is the volunme of 1.5
bcf a day of gas.

11: 27:19 AM

MR. BULLOCK continued by pointing out that Anendnment 4, on page
1, lines 1-11, trins the title of SB 305 in order to nmake the
| egi sl ation nore general and enconpass what the act does. As a
result of Amendnment 4, the legislation wouldn't be as limted as
is specified in the title of SB 305. The title change, he
hi ghl i ghted, also nmakes a reference to the tax on the production
of gas and effects the start of the first binding open season.
That part of the title is a reference to the condition that has
to be met for the separation of the oil progressivity and the
gas progressivity to take effect.

11: 28: 03 AM

CO CHAIR NEUMAN surm sed that assunes the open season on May 1
by TransCanada i s considered a binding open season.
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MR. BULLOCK infornmed the conmittee that TransCanada's proposa
specifies an open season starting on April 30. Al t hough he
acknowl edged the earlier coments from Conm ssioner Glvin
regarding splitting nonths, the law says start of the open
season. The legislation includes a provision that specifies the
comm ssioner of the Departnent of Revenue is to notify the
revisor of statutes of the date the open season starts in order
that the revisor would know whether the provisions in the
| egi sl ation before the conmmttee can take effect.

11: 29: 04 AM

CO CHAIR NEUVAN asked then if it's M. Bullock's opinion that
the state would be protected by any potential revenue |osses, as
predi cted by Senator Stedman.

MR. BULLOCK responded that he can tell nenbers what the
| egi sl ati on says. Al though the legislation may be subject to
l[itigation, it would only be an issue if binding commtnents are
recei ved during the first open season.

11: 30: 34 AM

REPRESENTATI VE SEATON inquired as to the purpose of AS
43. 93. 020.

MR. BULLOCK explained that the inducenent that is offered to a
producer that commts during the first binding open season
basically grants that producer an exenption. The exenption from
the tax is equal to the difference between what the tax would be
under the laws in effect at the start of the open season and the
tax liability at a future date. The exenption was utilized per
Article 9, which allows the state to use exenptions since the
state <can't contract away its power to tax. The ot her
i nducenent offered to those who conmit during the open season is
a royalty exenption, which is a matter of contract.

11:32:28 AM

REPRESENTATI VE SEATON surm sed then that the effect and purpose
of the statute was that there would likely be a higher tax rate
in place at the start of open season and a negotiated tax would
be negotiated later. He further surm sed that the inducenent is
the difference between the tax rate in effect at open season and
the negotiated tax rate, which can't be greater than the tax
rate at open season.
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MR. BULLOCK agreed, adding that the inducenent only has value if
t axes increase. |f taxes fall below what they are at the start
of open season, all producers benefit. The i nducenent allows
the period in which the inducenent is live and the producers are
able to take the exenption to be the highest rate of tax they
will pay regardless of the future. For instance, if the tax
rate on gas increases in the future, those who received the
i nducenent woul dn't have to pay the extra anount.

11: 33: 50 AM

REPRESENTATI VE GUTTENBERG asked if the term "binding open
season” is defined with starting and endi ng dates.

MR. BULLOCK answered that he didn't know how flexible the start
is, but TransCanada's filings with the Federal Energy Regul atory
Commi ssion (FERC) state that TransCanada's open season wl|
start April 30 and go through July. Again, he said he didn't
know how | i kely the aforenentioned dates woul d be to change.

REPRESENTATI VE GUTTENBERG surmised that the state is locked in
to those dates regardl ess of a change.

MR. BULLOCK specified that it's a date that's out of the state's
control because it's the federal rules governing open seasons.
In further response to Representative Guttenberg, M. Bullock
expl ained that the conditional effects of the sections of SB 305
that would take effect at the start of the open season are
witten with the expectation that TransCanada will do what it
said and the open season wll start [April] 30. On page 23,
line 6 of Amendnent 4 there is a provision requiring the
commi ssioner of DOR to notify the revisor of statutes the date
of the start of the first binding open season for the AGQA

proj ect . The purpose of the aforenentioned is to keep the
revi sor abreast of the laws that are in effect. The risk is if
these provisions take effect on April 29, but the start of the
open season is delayed for a nonth. In that case, the
provisions will be in effect until the day after the open season
starts.

11: 37: 27 AM

COCHAIR JOHNSON asked if it would be problematic to anmend
Amendnent 4 such that the |anguage refers to whenever the open
season starts or is a specific date necessary.
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MR. BULLOCK pointed out that the problem is this nust take
effect the day before [the day when the open season starts].
"There's no certainty that would be any nore certain about that
date if we left it open than we do now, " he said. Currently

there are filings with FERC that specify [TransCanada' s] open
season wll start April 30.

11: 38: 21 AM

CO- CHAIR JOHNSON, regarding TransCanada's filings that specify
open season wll start April 30, asked if there would be a
violation under AJA if TransCanada changes the open season
dat e.

MR. BULLOCK stated that AG A references the first binding open
season, whenever it is. \enever the first binding open season
is determned, the aforenentioned inducenents are offered to
those conmitting during that open season.

11: 39: 07 AM

CO CHAIR NEUVMAN clarified that the intent is to avoid | ocking
the state into a certain tax rate when an open season starts.

MR. BULLOCK pointed out that certain provisions take effect
April 29, regardless of when the open season starts. However,
when the open season starts what is in current law is reenacted
and takes effect the day after the start of the binding open
season.

11:40: 04 AM

REPRESENTATI VE P. WLSON asked if the language is referring to
the first open season.

MR. BULLOCK outlined that both AS 43.90.300 and AS 43.90.320
refer to the first binding open season as the period when
sonmeone nust conmit to firmtransportati on and capacity in order
to receive the tax exenption.

11:41: 01 AM

REPRESENTATIVE P. WLSON then inquired as to the neaning of
" bi ndi ng?"

MR. BULLOCK deferred to Comm ssioner @Glvin because DOR has
adopted regulations regarding qualifying for the inducenents.
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He recalled that the regulations also specify the tineframe in
which a firmcommtnent can be nade. A firm conmtnent means to
commt to a certain capacity and it is unconditional.

REPRESENTATI VE P. WLSON explained she wanted to ensure that
it's clear what the binding open season is.

MR. BULLOCK deferred to the comm ssioners of the Departnent of
Natural Resources (DNR) and DOR to provide that assurance.
However, he pointed out that the AG A statute contenplates a
first binding open season for the inducenents. If the first
bi ndi ng open season doesn't produce firm transportation and
there's a second open season, then there are no inducenents
under AG A

11:42: 51 AM

REPRESENTATI VE GUTTENBERG i nquired as to the significance of the
date on page 9, line 9, of Amendnent 4.

MR. BULLOCK specified that the 2022 date is the date the Cook
Inlet tax caps expire for oil and gas and when the tax cap on
gas used in the state expires. Those dates can be found in AS
43.55.011(j), (k), and (o). Therefore, after [2022] there are
no tax caps.

11:43: 49 AM

MR.  BULLOCK, in response to questions, offered to review
Amendnent 4. He pointed out that the 2022 date is in SB 305,
but it's taken out during the period of tinme when the [current]
law is in effect for only a few days and then returns when it
does becone an issue. He then turned the conmttee's attention
to the bottom of page 1 of Anmendnent 4, which anends Section 1

of CSSB 305(FIN)(title am) that refers to "and (p)". Subsection
(p) is the new progressivity section for gas after the split
between oil and gas. Section 1 of the legislation specifies

that nmoney from the progressive tax in both AS 43.55.011(g) and
"(p)" are available for appropriation to the community revenue
sharing fund. If this legislation is enacted, April 29
subsection (p) revenue, the gas progressivity, would be
avail able. The bottom of page 1 of Anmendnent 4 undoes Section 1
of CSSB 305(FIN)(title am and thus returns to current |aw and
elimnates the reference to subsection (p). However, reference
to subsection (p), the progressivity for oil and sonme of the
gas, returns in Section 3 of Amendnment 4 when the future
condition of 1.5 bcf a day being tendered for shipnent to market
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is met. The aforenentioned structure is throughout Anendnent 4.
M. Bullock clarified that the structure in Arendnent 4 is such
that the legislation anmends current |law, an anmendnent to the
provision in the legislation that returns what happened in SB
305 back to current law, followed by a provision that reenacts
t he provi si ons in t he | egi sl ation t hat separate t he
progressivity factors.

MR. BULLOCK noved on to page 2 of Anmendment 4, which refers to
Section 5 that is Section 2 of CSSB 305(FIN)(title an). Section

2 refers to the new progressivity tax on gas. Section 5 in
Amendrment 4 elimnates the reference to the progressivity on
gas. The aforenentioned is followed by Section 6, which then

returns that separate progressivity into the |egislation.

11: 46: 59 AM

REPRESENTATI VE TUCK expressed confusion because he recalled that
Representative Seaton related that wunder Anmendnment 4 [the
scenari o] would be one in which the order would be old, new, and
then old | aw However, the drafter seens to indicate that the
order would be new, old, new.

MR. BULLOCK clarified that there is existing law, which SB 305
anmends. Subsequently, there's a new body of |aw Amendnent 4
reenacts nunber (1) and thus the situation is one in which the

law returns to current |aw In the future, when the 1.5 bcf a
day of tendering gas is net, the situation returns to nunber
(2). M. Bullock specified, "So, it's current |aw, anmendnents

by [SB] 305 undoing the anendnents for SB 305 to return to
current law the day after the open season. And then, at sone
time in the future, when significant gas is shipped, then the
provisions in [SB] 305 take effect again.” He noted that when
he refers to SB 305 he is referring to CSSB 305(FIN) (title am.
"So, current law, new changes to separate the progressivity
factors, undoing the separation of the progressivity factors to
return to what we have now, and then in the future when that
condition of transportation capacity and shipping is nmet, then

we go back to separating the progressivity factors,” he
expl ai ned.
11:49: 11 AM

REPRESENTATI VE SEATON related his understanding that Section 9
of Amendnent 4 elimnates the exenption for the time period in
Cook Inlet as well.
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MR. BULLOCK directed the committee's attention to Section 3 of
CSSB 305(FIN)(title am, which becomes Section 7 wupon the
adoption of Anmendnent 4. Proposed Section 8 of Amendnent 4
would then return to the existing |aw Therefore, proposed
Section 9 of Anendnent 4 re-institutes what is Section 3 of CSSB
305(FIN)(title am and thus returns to the proposed changes in
CSSB 305 (FIN) (title am.

11: 50: 26 AM

REPRESENTATI VE SEATON surm sed then that Section 9 of Amendnent
4 is going to charge Cook Inlet gas at progressivity and doesn't

include the ELF exenption calculation. Therefore, for sone
portion of tinme the exenption available in the Cook Inlet
Sedi mentary Basin will be limted.

MR, BULLOCK explained that Cook Inlet gas is subject to a tax
cap, which is determ ned after considering what the tax would be
wi t hout the cap. Therefore, when determning the progressivity
factor, the production tax value of the gas in Cook Inlet is
revi ewed. The aforenentioned is included in the average,
conbined with gas produced outside of the Cook Inlet Sedinentary
Basin as well as oil produced throughout the state. The val ues
are averaged in order to obtain the nunber that's conpared to
$30, which determines the tax rate. The tax rate is applied and
AS 43.55.011(m specifies that the credits nust be taken agai nst

gas that's subject to the cap. "So, you figure out the tax, you
| ook at the cap, and the cap sets the maxi nrum anmount that wll
be paid on that gas and oil in Cook Inlet and gas produced

outside of Cook Inlet and used in the state," he sunmarized.
Therefore, the full value of Cook Inlet, the production tax
value, isn't subject to a cap, which is what's used in the
progressivity factor of SB 305. M. Bullock clarified that the
cap is a tax cap not a value cap.

11: 52: 29 AM

CO- CHAIR NEUMAN asked if the aforenmentioned provision applies
only to gas produced north of the 68th parallel.

MR. BULLOCK explained that gas produced north of the 68th
parallel and used in the state is subject to the cap in AS
43.55.011(0), which is used under SB 305 to determne the tax

rate in AS 43.55.011(9). He further explained that AS
43.55.011(g) "under SB 305, uses oil everywhere, including Cook
Inlet - gas produced in Cook Inlet and gas produced outside the

Cook Inlet and used in the state.”
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11:53: 26 AM

MR. BULLOCK, in response to Representative Tuck, clarified that
t he production tax value of the oil and gas is what the tax rate
is applied to. The 25 percent tax rate is applied to all oi
and gas, while the progressive tax rate is determn ned. The
progressive tax rate is also applied to production tax value of
t he gas. Therefore, the tax percentage is applied to whatever
the production tax value is, which is how the tax is determ ned.
When determ ning the progressive tax, the average production tax
value is determned and it's conpared to $30. The rate
increases to the extent that value increases above $30. M.
Bul | ock expl ai ned:

So, you start with production tax value, you figure
out your tax rates, you apply the rates. And |'m not
tal king about credits; credits come at the end of the
line and reduce whatever the tax liability is. So,
you figure out what the tax is. You figure out what
the tax would be without the caps on Cook Inlet oil
and gas, gas produced outside of Cook Inlet used in
the state. You figure out what the tax is, you |ook
at the caps and figure out whether the anmount that's
determned after you do the tax calculation is above
or below the cap. |If it's above the cap, the cap sets
t he maxi mum anount. If it's below that, the cap is
not an issue - you just pay the tax. Except that,
sonmetimes [AS 43.55.011(0)] requires the cap to be
applied even if the tax calculation itself may result
in a |l ower val ue.

11:56: 34 AM

REPRESENTATI VE EDGMON said he would like to see a flow chart
that would allow nmenbers to walk through the provisions of the
| egi sl ation. He opined that the commttee is being asked to
make a very conplicated policy decision that has far-reaching
inpacts in a short period of tine.

11:57:49 AM

CO- CHAIR NEUMVAN indicated that perhaps sone charts could be
gener at ed. He reiterated his earlier coment regarding
[forwarding this legislation] if the commttee is confortable
with it. He then recessed to a call of the chair at 11:58 a. m
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7:04:44 PM

CO- CHAIR NEUMAN called the neeting back to order at 7:04 p.m
Represent ati ves Johnson, Neunan, O son, Seaton, and Edgnon were
present at the call back to order. Representati ves Quttenberg,
Kawasaki, and Tuck arrived as the neeting was in progress.

7: 05: 05 PM

CO- CHAIR NEUMAN infornmed the conmittee that during the recess,
Amendnent 4 was incorporated into [CSSB 305(FIN) (title am, as
anended], which is a proposed conmittee substitute (CS) | abeled
26-LS1577\M Bul | ock, 4/10/10. He also informed the committee
that the commttee packet should also include a docunent
entitled "SB 305: Flowchart: 26-LS1577\WA. 6".

7: 06: 15 PM

CO CHAIR JOHNSON wi t hdrew Anendnent 4. He then noved that the
commttee adopt HCS CSSB 305, Version 26-LS1577\'M Bull ock,
4/ 10/ 10, as the working docunent. There being no objection,
Version Mwas before the commttee.

7:07:25 PM

ROGER  MARKS, Consulting Petroleum Econom st, Logsdon &
Associ ates, opined that SB 305, the decoupling, actually changes
only one small part of the tax, although that could nake a big
difference. Wth [the adoption] of Anendment 4, the result is a
flipping back and forth between a tax under SB 305 and a tax
under the current tax provisions. He opined that it's inportant
to understand the small change the | egislation nmakes requires an
under standi ng of the tax. He then proceeded to the docunent
entitled "SB 305 Flowchart: 26-LS1577\WA.6" and directed
attention to slide 2 entitled "Mechanics of Tax (Current & SB
305). Slide 2 reviews the seven steps of the tax under the
current provisions of the tax as well as SB 305. "The basic
mechani cs of how the tax works is not being changed under SB
305," he stated. He then reviewed the seven steps.

7:10: 22 PM
REPRESENTATI VE SEATON recalled from earlier presentations that

the existing tax 1isn't allocated on per barrel of oil
equi val ents (BOEs) but rather on a total gross val ue conpari son.
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MR. MARKS explained that wunder SB 305, if oil and gas is
decoupl ed, the upstream |ease capital and operating costs are
seen in step 4. As discussed earlier, the cost to produce oil
and gas is difficult to separate. However, to enact decoupling
the cost between o0il and gas needs to be allocated using an
al l ocati on nethodol ogy. A separate issue, he highlighted, is
that under AG A the oil and gas tax as is in effect on the first
day of the binding open season is stabilized. W t hout
decoupling, the tax is one big tax. To enact AG A when only the
gas not the oil is being stabilized, how much of the total tax
is oil versus gas has to be determ ned. The aforenentioned is
allocating the tax, which is different than allocating costs.
In order to allocate the tax, DOR recently adopted regulations
regarding how to allocate the total tax between oil and gas

whi ch uses the relative gross val ue.

7:12:51 PM
REPRESENTATI VE SEATON opined that although it makes sense,

different results are achieved under the current tax reginme that
all ocates costs to gas at the total gross value versus another

system that allocates costs on BCEs. In fact, allocating costs
on BCOEs results in a lower tax for gas. He enphasized, "I want
to nake sure that we're not going back and fudging the current
system and saying, 'If we were calculating that on barrel of oil
equivalent it would be sonething' because that's not what we're
doing." He recalled that on April 9, 2010, it was represented

that 22 percent of the tax was attributable to the gas whereas
under the decoupled anbunt it was nuch |less than the 22 percent
of the tax.

MR. MARKS said that there are two different issues. First, he
posed a situation in which SB 305 doesn't exist, the current tax
un-decoupled was the tax in effect during the open season, and
first gas is in 2020. Per AG A the gas tax is stabilized.
Therefore, the question is how nuch of the conbined tax is gas

versus oil. The DOR regulations allocate the total tax to gas
based on the relative gross value, which was the 22 percent/78
per cent . The aforenentioned, he remnded the commttee, was

all ocating the tax. The other issue is found in step 4, which
is allocating the upstream capital and operating costs between
oil and gas. Therefore, under step 4, under decoupling, costs
are allocated. Current |aw says DOR shall determne a nmethod to
all ocate costs between oil and gas. Proposed SB 305 suggests
that the departnment should consider the BOE nethod, although the
departnment isn't conpelled to do so.
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7:16: 01 PM

REPRESENTATI VE SEATON surm sed then that current law requires
the production tax on gas at the start of open season, and thus
the conparison will be between the tax value at 22 percent
versus the tax value that's generated by decoupling.

MR. MARKS said yes, but added that the nunbers he used yesterday
were using DOR s regulations on allocating tax based on gross
value. He specified that he used BOE nethod to allocate cost.

CO- CHAIR NEUVAN interjected that the 22 percent was used only
because of the nunbers used; it doesn't nean that the tax is 22
per cent .

7:17:13 PM

REPRESENTATI VE SEATON remarked that DOR has spreadsheets that
haven't been provided to the conmttee yet. Therefore, he has
only cited the materials that the commttee has received, which
have been nodels from M. Marks.

MR. MARKS informed the comrittee that he focused on the exanple
[laid out in the docunment entitled "Notes on Operation of Tax"]
in order to illustrate the dilution effect. He noted that he
could have used any of the four exanples to illustrate the
dilution effect.

REPRESENTATI VE SEATON recalled testinony from DOR specifying
that the sanme relationship of lowering the attributable tax was
present in every case, regardless of whether the point of
production (PoP) or BOE was used.

7:18:57 PM

REPRESENTATI VE TUCK asked if there are any other nmethods beyond
BCE and point of production to determ ne the cost all ocation.

MR. MARKS answered that all kinds of methods are used to
all ocate, although it generally depends upon for what it 1is
bei ng used. Therefore, the Senate Finance Commttee felt it was
appropriate to leave the current statute in place so that DOR
which has better access to cost data and nore tine, could
determ ne the nost appropriate way to allocate cost. In further
response to Representative Tuck, M. Mirks said he didn't
believe any nethod is particularly sinpler than another because
the nethods cause problens under different conditions. The
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goal, he indicated, is to find a nethod that works under nost
ci rcumnst ances.

7:21: 01 PM

MR. MARKS returned to his review of slide 2 entitled "Mechanics
of Tax (Current & SB 305)". He directed attention to step 5,
whi ch divides the production tax value by the total oil and gas
BOEs to produce the per BCE production tax value. The
aforenentioned is the basis of progressivity. Once the

progressivity factor is added to the 25 percent base rate, the
total tax rate is known. The total tax rate is then applied to

the production tax value in order to determne the tax. M.
Marks then noved on to slide 3 entitled "Progressivity
Cal culation (Current & SB 305)". Under the current statute the

trigger for progressivity is $30 per BOE production tax value

The progressivity calculation, he rem nded the commttee, is the
same under both the current |law and SB 305. The slope is how
fast progressivity increases as the value increases. Under
current statute the slope is 0.4 percent, and therefore for
every dollar increase at the production tax value per BOE the

progressivity wll increase 0.4 percent. Thus, the production
tax value per BCE less $30 is the anpbunt over $30, which is
subject to progressivity. That anmount is then nultiplied by

0. 004 percent. He then reviewed the exanple on slide 3, which
utilizes an $80 West Coast price with $5 for transportation, the
gross value would be $75. |If the upstream operating and capital
costs were $25, the production tax value would be $50. Wth a
base tax rate of 25 percent, the calculation would be such that
the production tax value of $50 less the $30 trigger would be
multiplied by 0.004 percent to anmount to 8 percent. The 8
percent added to the 25 percent, the base tax rate, results in a
total tax of 33 percent on net value. Then the total tax rate,
33 percent, would be nultiplied by the production tax value to
determ ne the tax.

7:24:08 PM

MR. MARKS continued with slide 4 entitled "How Progressivity
Oper at es Now'. He noted that SB 305 changes one snall portion
of [how progressivity currently operates]. Currently, each
conpany cal cul ates one statew de progressivity rate based on all
conmbined oil and gas activity, which will later be referred to
as a bucket. The conpany then divides its operations into one
of five segnents: each Cook Inlet oil |ease, each Cook Inlet
gas |lease, North Slope oil and gas except gas used in-state,
non-North Sl ope/ non-Cook Inlet oil and gas except gas used in-
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state, and non-Cook Inlet gas used in-state. For each segnent,
the conpany calculates its tax liability based on the total tax
and nultiplies that times the segnent's production tax value
The aforenentioned calculation results in the tax, except for
segnents 1, 2, and 5 for which the tax liability is also
determ ned under the ELF. Wi chever tax [calculation] is |ower
is what's paid [for segnents 1, 2, and 5]. He noted that al nost

al ways the ELF will be lower, and thus is the tax [for segnents
1, 2, and 5]. Still, statute requires both calculations to be
made to determne the tax. Moving on to slide 5 entitled
"Currently: One Progressivity Bucket", M. Marks opined that
there is one progressivity bucket that includes oil, Cook Inlet
gas, and other in-state gas. Al the activity in the state is
either oil, Cook Inlet gas, or other in-state gas and it's all
in the bucket and is wused to calculate one statew de
progressivity tax. He noted that later on he wll refer to

current statute as the "one bucket worl d" as descri bed above.
7:28: 45 PM

CO-CHAIR NEUMAN noted that the commttee packet includes
i nformation from DOR that illustrates di fferent node
assunptions that review gas and oil prices and their parity. He
noted that actual nunbers [are used].

7:29: 06 PM

REPRESENTATI VE SEATON, returning to slide 4, related his
understanding that DOR s regul ations calculate the tax based on
total gross value at the point of production.

MR. MARKS clarified that DOR s regulations do not calculate the
tax; rather, the departnent allocates the total tax between oil
and gas.

7:30: 34 PM

REPRESENTATI VE SEATON surm sed then that the methodol ogy of
calculating this tax on oil and gas is not what is getting fixed
at open season, rather it's the tax allocated to gas.

MR. MARKS returned to the exanple he provided yesterday, and
said that the 22 percent of the total tax that was allocated to
gas is what's fixed at open season under current statute.

7:31:24 PM
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MR. MARKS turned to the one change made by SB 305. He expl ai ned
that currently there's one statewide progressivity calculation

or one progressivity bucket. The legislation before the
conmittee, however, creates two buckets such that there are two
progressivity cal cul ations. The aforenentioned achieves the

decoupling effect. The first bucket is the sanme activity that's
in the original bucket that is the current activity bucket.

Therefore, the first bucket includes oil, Cook Inlet gas, and
other in-state gas. Under SB 305 the aforenentioned bucket
includes the aforenentioned, calculates the progressivity

together, and treats the five segnents as they are now. Al so
under SB 305 there is no tax increase on current activity,
dependi ng upon how the regulations are interpreted and how the
departnment would change its current regul ations. Therefore, as
the Alaska G| and Gas Association (AOGA) pointed out yesterday,
the current regulations are giving the departnent the authority
to change regulations and thus it could result in a change in
t he tax. For understandi ng what SB 305 does, the first bucket
is the way it is under current |aw.

7:34:14 PM

MR. MARKS explained that if SB 305 didn't exist, current |aw
remains in effect and there is only one bucket. Therefore, if
there is a mpjor gas sale, the gas wuld go into the one
statew de bucket. The aforenentioned creates a dilution effect,

whi ch was di scussed yesterday. However, SB 305 creates a second
bucket into which the export gas would be placed in order to
avoid diluting the value of the oil. In a situation in which
there are two buckets and a major gas sale, the progressivity of
all the current activity would be calculated in the first bucket
and the progressivity for any export gas would be calcul ated
separately using the sane fornula. Agai n, such a nethodol ogy
woul dn't dilute the oil progressivity.

7:36: 12 PM

MR. MARKS then directed attention to slide 8, which is a flow
chart illustrating how the earlier proposed Amendnent 4 would
wor k. Under proposed Anmendnent 4, between now and April 28,
2010, it would be a one bucket world. On April 29, 2010, thru
the first day of the binding open season, it would be a two
bucket worl d. The aforenentioned would be locked in for the
AG A stability provisions. The second day of the binding open
season would be a return to the one bucket world, that is the
current system and renmain there until there is a time in which
nore than 1.5 bcf/d of gas is first tendered into a pipeline or
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LNG facility for export shipnent. Once nore than 1.5 bcef/d is
tendered for pipeline or LNG shipnent out of state, the
situation returns to a two bucket world. In between the tine
when the second day of binding open season and the tinme the
situation would return to a two bucket world, there would be an
opportunity to negotiate another system In summary, M. Marks
clarified that under Amendnent 4 the situation would be a two
bucket world unl ess negotiations changed that.

7:38: 57 PM

REPRESENTATI VE SEATON surm sed that when gas starts flowing in
an export gasline, a two-bucket world would be in effect.
Wereas, the AG A terns guarantee that the tax in place during
the first day of binding open season would be in effect, and
t hus a two-bucket world would be in effect.

MR. MARKS noted his agreenment with that sunmmarization. However,
he clarified that upon entering the two-bucket world on April

29, 2010, that is what's stabilized per AGA Still, there
could be a negotiation and terns could change such that there
are new tax terns. If those tax ternms provided a higher tax

t han what existed in the two-bucket world on April 29, 2010, the
t axpayer could take a tax exenption, the difference between what
happened after the negotiation and what was in place on April
29, 2010.

7:40: 32 PM

REPRESENTATI VE SEATON, referring to M. Mirks' presentation on
April 9, 2010, returned attention to the [exanple cases] and
slide 6 that addresses the oil and gas taxes decoupl ed. Under

the BOE, as recommended in SB 305, the tax rate on gas would be
approximately 3.7 percent.

MR. MARKS asked, "The $333 million is 3.7 percent of what?"
REPRESENTATI VE SEATON expl ained that the calculation should be
such that the $333 mllion [in tax] is divided by the total
gross value of $5.748 billion, which would amunt to about 6
per cent .

7:45: 05 PM

MR. MARKS surm sed then that Representative Seaton is neaning
the 3.7 percent is the tax as a percent of gross val ue.
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REPRESENTATI VE SEATON cal culated that [dividing the tax by the
t ot al gross value on slide 6 of the April 29, 2010
presentation] amounts to 5.78 percent. Therefore, if oil and
gas were decoupled, the state would, no matter the negotiation
guarantee that whoever bid at open season would only pay 5.78
percent of the total gross value of gas, for that portion of gas
flowng at open season, during the first 10 vyears of gas
f 1 ow ng.

MR. MARKS stated his agreenent that under the scenario |aid out
in [slide 6], it turns out to be about 6 percent of gross.

7:45:40 PM

CO CHAI R NEUMAN remar ked, "Again, because of the dilution effect
of the oil in the progressivity factor is the differences in the
total value to the state that we're seeing.”

MR. MARKS commented that there is no question under these
scenarios that with decoupling the gas tax would be |ower than

if oil and gas were conbi ned. As explained on slide 7 of the
April 9, 2010, presentation wunder the current system that
conmbines oil and gas, gas with a value of $1.66 would be taxed
as if it had a value of $7.83. On the oil side, he cautioned

the commttee to beware that wunder the current system as
illustrated on slide 6, oil that's worth $102 woul d be taxed as
if it were worth $46.

7:47:07 PM

REPRESENTATI VE SEATON enphasized that the problem is that AS
43.90.320 fixes, at the start of the open season, the gas tax,

not t he oi | t ax. He opi ned t hat t here can be
di scussi ons/ negotiations of conmbining it, but it's not necessary
to leave it conbined. If the oil and gas [tax] are separated

under the nodel provided as a reasonabl e-price scenario, the gas
tax would be changed from the current system which per M.
Mar ks' cal cul ati ons would be 22 percent, degrade it to the state

and guar ant ee
for the first 10 years of gas flow that conpani es woul dn't have
to pay over 5.78 percent. The aforenentioned percentage may be
wel | below a negotiated gas price. |If a gas price is the only

thing that's legally being fixed at the start of open season and
it's not coupled or decoupled being fixed at open season, he
questioned why the state would want to place itself in a
position that guarantees it wll receive no nore than 5.78
percent for the first 10 years of gas fl ow.
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MR MARKS remarked that it's the legislature's decision
However, he explained that by decoupling, the substance is taxed

based upon its worth. When the substance is conbined wth
anot her substance that's worth nuch nore, the value upon which
the lower worth substance is taxed is inflated. Whet her the

aforenentioned is healthy for the project is the decision the
conm ttee faces.

7:50:17 PM

CO CHAI R JOHNSON asked whether a |ower tax would be nore or |ess
likely to provide an incentive to bid their gas into an open
season.

MR. MARKS responded that all other things equal, a lower tax is
a larger incentive.

7:50:45 PM

CO CHAIR JOHNSON opined that it seens the 10 years of stability
being offered would be an incentive to assist the producers to
bid their gas into a pipeline. "Is the difference in the nunbers
that Representative Seaton has outlined and the ability to |ock
the tax in at whatever rate he cane up wth versus the future
worth the $2 billion ganble ... to be able to get a higher gas
tax to shift that noney around; to jeopardize that $2 billion,"
he asked. He surm sed then that the policy question is whether
to decouple and ganble on the $2 billion or lock sonmething in
and decouple and likely guarantee a | ower gas tax for 10 years.

MR. MARKS said that he didn't disagree with that assessnent.
However, from his personal judgnent, he opined that once gas
taxes are discussed it won't be possible to separate oil taxes.

He opined that the oil and gas taxes will have to be reviewed
together. The frane of reference will likely be the status quo
and the question is what the status quo should be, the $5
billion world or the $8 billion world. In further response to

Co- Chair Johnson, M. Marks confirned that the $5 billion is
what the state could obtain wthout decoupling and the $8
billion is what the state could gain by decoupling, regardless
of the gas tax during the 10-year peri od.

7:52: 48 PM

REPRESENTATIVE EDGMON said he is hearing three different
argunent s: the departnent di scussed the conplexity of
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separating the accounting versus the cost allocations; Senator
Stedman introduced the oil tax as a way to obtain nore revenue;
and now there's discussion that this creates incentives for the
gas tax devel opnent. "Where are we going with this bill," he
asked.

MR. MARKS expl ai ned that cost allocation is an issue that has to
be addressed when decoupli ng. He noted that it's done all the
time around the world and there are provisions in statute for
the departnment to adopt regulations to do it. Under current
statute, there are reasons to allocate costs between oil and

gas. The aforenentioned has been perfornmed just fine. Wth
regard to what happens with gas versus oil, he explained the
fol | ow ng. Gven the relative values and volunmes of oil and

gas, when they are decoupled gas taxes decrease and oil taxes
increase by nore than the decrease in gas taxes. Therefore, on

net the state nmakes nore noney. "By not decoupling, when you
conbine these substances of different values, the gas gets
sucked up, the oil gets sucked down. By decoupling, oil goes

back up, gas goes back down because that's the nature of what
they're worth," he clarified.

7:54:44 PM

REPRESENTATI VE EDGVON asked if M. Mrks agreed with Senator
Stedman's presentation of a dramatic increase that would occur
due to decoupling the oil revenue side.

MR. MARKS replied yes, noting that is exactly what he presented
yest er day. He remnded the conmttee that he believes such
woul d happen because under the current system the gas is being
taxed at a vastly overrated value relative to what it's worth,
which is when it's conbined with oil.

REPRESENTATI VE EDGVON surm sed then that the departnent needs to
cone forward and wal k through the various scenari os.

CO-CHAIR NEUVAN renmarked that the comm ssion would |ove to know
what the oil and gas futures will be.

REPRESENTATI VE EDGVON opi ned that's why this is difficult.
7:56:15 PM
CO CHAI R NEUMAN, referencing slide 8 of the Logsdon & Associ ates

April 10, 2010, presentation, opined that he views the situation
as the two bucket world because AG A guarantees a 10-year |ock
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in of the tax rates. He recalled that the nunmbers Senator
Stedman referenced were nunbers that were projected by the
Departnent of Energy as the actual cost to the state. He
expressed concern that the state could be |ocked into that rate.
The aforenentioned is avoided by [going from the one bucket to
the two bucket world], but it |eaves open the ability to review
tax structures on gas.

CO CHAI R JOHNSON pointed out that before the conmttee today is
fixing a problem cost allocation, which exists if the

| egi sl ature chooses to decouple. The large policy call, whether
to decouple or not, wll not cone today with the passage of
Version M

REPRESENTATI VE EDGVON said that he understands that, but would
wait to hear fromthe departnent.

8:00: 29 PM

REPRESENTATI VE SEATON inquired as to what will be the status quo
when negotiations occur at the end of the open season, if
[Version M is passed.

MR. MARKS answered that the status quo will be in place when a
gasline is in place, which will be a tw bucket decoupled world.
| f nothing el se changes, the aforenentioned would start when 1.5
bcf/d is exported.

REPRESENTATI VE SEATON related his understanding that one day
after that, when negotiations begin, that it returns to a one
bucket world in which oil and gas are conbined. The tax
consequences will be based on the status quo, which is conbined
oil and gas for at least 10 years wuntil gas would flow
Therefore, the negotiations wll Ilikely be based on everything
that's on the table, he surm sed. In any case, whether
sonething is in place or not, negotiations on tax rates wll
include time, rates, progressivity, and what progressivity is
based upon. He asked if passage of this legislation would
elimnate the aforenenti oned options from negoti ati ons.

MR. MARKS replied no.
8: 02: 36 PM

REPRESENTATI VE GUTTENBERG related his understanding that upon
passage of SB 305, the only thing that is fixed and doesn't
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change is that 5.7 percent. The gas rate becones fixed after
dropping from 22 percent to 5.7 percent.

MR. MARKS said that's correct.

REPRESENTATI VE GUTTENBERG then questioned why the state would
negoti ate against itself this far in advance.

MR. MARKS stated that basic negotiating theory is based upon
knowi ng the value of what one has. He suggested that if the
state negotiates with the thought that its gas is worth $8, but
it isreally worth only $1.60, it's very likely the negotiations
won't go very far, very fast.

REPRESENTATI VE GUTTENBERG said that he understands that the
relative value of oil and gas wll shift. Therefore, he
gquestioned why the state shoul d decrease the val ue now.

MR. MARKS expl ai ned that under decoupling, the value of gas is
det er m ned and an appropriate t ax rate IS appl i ed.
Additionally, when tax ternms are discussed with the producers
the issue of being unable to only talk about gas wll arise
because if the state doesn't like the deal with gas, it wll be
addressed with oil. Therefore, oil has to be discussed as wel
and thus this dilution effect is part of the equation. He
opi ned that the aforenentioned nust be included in the equation
as wel | .

REPRESENTATI VE GUTTENBERG renar ked that he didn't disagree.
8:09:19 PM

REPRESENTATI VE TUCK surm sed that this isn't an attenpt to fix
the value of gas but rather to fix the ceiling of the rate for
tax revenue. "I think what it cones down to is what we're going
to be locking in for gas, that's going to be determned by a
conmbination of oil and gas in that first open season, and then
what you do from there can be changed,"™ he opi ned.
Representative Tuck then turned attention to slide 2 of the
Logsdon & Associates presentation dated April 9, 2010. The
slide illustrates two scenarios: one with the BOE and the other
with PoP. In the exanple cases of the status quo, the
[difference in the state's production tax revenue for oil and
for gas] is very simlar. However, the exanple cases under SB
305 significantly changes [the tax revenue]. Upon recalling
that the BOE and PoP are nerely two nethods to determ ne the
val ue relationship between oil and gas for the cost allocation
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he inquired as to the nost comon nmethod for determining the
val ue rel ati onship between oil and gas for the cost allocation.

MR. MARKS responded that from his research he believes the nost
common met hod is the BOE net hod.

8:12:28 PM

REPRESENTATI VE TUCK directed attention to slide 4 of the Logsdon
& Associ ates presentation dated April 10, 2010. Fromslide 4 he
understood that segnents 3 and 4 are typically calculated with
ELF because once everything is determned, the ELF is usually
the lower of the two nethods. If the ELF isn't |lower, then a
progressivity factor is being used. Under the aforenentioned
scenario, would the dilution effect result, he asked.

MR. MARKS explained that when progressivity is included, one
statewide factor of all activity is being used. Therefore, the
dilution effect carries through all segnents.

REPRESENTATI VE TUCK posed a scenario in which under the status
guo that exists today that ELF wasn't lower for segnments 3 and
4, and asked whether the progressivity would create the dilution
effect.

MR. MARKS answered, "Most definitely." He pointed out that
segnent 3 is the North Slope oil and gas. |In fact, currently a
mni-dilution effect is occurring because sonme producers have
North Slope oil and Cook Inlet gas and the Cook Inlet gas
dilutes the North Slope oil progressivity factor. Under the
status quo for segnent 3, 4.5 bcf/d for export gas would be the
basic dilution effect that has been di scussed.

8:15: 18 PM

SENATOR JCE PASKVAN, Alaska State Legislature, upon a request
from Co-Chair Neunan, offered sone clarifications for SB 305.
He related his belief that the 22 percent is the allocation of
the |lower revenues that would be received under a conbined tax

system By regulation the conm ssioner has put together a
formula for inputing to the Ilower tax received under the
conbined tax structure. He recalled that the conmm ssioner's
slides related that under the formula it was 22 percent of the
$5.5 billion and the loss was essentially $2 billion. The 22
percent is the allocation of gas within the $5.5 billion in

revenues. He further recalled that M. Marks has said that the
tax structure remains the sanme going forward under the decoupl ed
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system The triggers, the slopes, and entire progressivity
structure renains the sane. If the situation was such that gas
was nore valuable than oil, the progressivity would apply to the
gas at the higher value because the tax structures would remain
the sane. Senator Paskvan, [referring to slide 3 of the
presentation entitled "CSSB 305(FIN) MODELING RUNS' dated
4/ 7/10], opined that what's inportant for the commttee to
consider is the total tax take conparison. This is a one-year
assunption with 4.5 bcf/d and 500,000 barrels a day. On slide 3
entitled "Total Tax CSSB 305(FIN) less Status Qo BOE Cost
Al'l ocation"” the total tax was conpared assum ng CSSB 305(FIN)
| ess the status quo, under various scenarios. Fromthe chart on
slide 3, he surnmised that in a situation in which there's $80 a
barrel oil and a gas parity of 20:1, the state would |ose $2.2
billion per year if [oil and gas] wasn't decoupl ed. He pointed
out that the green squares on the aforenentioned chart indicate
when it's in the state's best interest to be decoupled versus
the red squares, which illustrate when the state is at risk when
not decoupl ed. Senat or Paskvan ascertained that under a BOE
cost allocation mnmethod it's substantially in the state's
interest to decouple. He then opined that the magnitude of
losing the $2.2 billion in any one year conpletely destabilizes
the recovery ability of the downside risk. Senator Paskvan said
that he wanted to be sure that the conmttee understood that the
tax rates stay the sane.

8:21:41 PM

REPRESENTATI VE SEATON referred to the April 9, 2010, Logsdon &
Associ ates presentation. He then pointed out that slide 4
relates a status quo situation in which the oil and gas taxes
are conbined and result in an attributed gas tax of $1.199
mllion. However, in a situation in which the oil and gas taxes

are decoupled, as illustrated on slide 6, the gas tax alone
amounts to $333.5 nillion that equates to a 5.8 percent tax. A
5.8 percent tax is very simlar to the Cook Inlet exclusion. |If

the desire is to fix a tax rate for 10 years of first gas flow
Representative Seaton then asked if it would nmake sense for the
state to back off and guarantee that no mtter what is
negotiated that [the producers] could have alnpost the ELF tax
rate for gas for 10 years. That's what would be guaranteed in a
decoupl ed environment with the presented scenarios in the Apri
9, 2010, Logsdon & Associates presentation. Therefore, he
guestioned whether it's sensible for the state to enter into
negoti ations with that guarantee on the table.
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SENATOR PASKVAN opi ned that all these slides illustrate that "we

live in an oil world and we should keep our eye on oil." In
fact, on slide 6 the $8.6 billion in oil revenues illustrates
that the policy focus should be on the oil. Referring to
[slide] 2, he pointed out that the stack of noney in the state's
control is always better wth decoupling than wthout out
regardl ess of which cost allocation is used. The 22 percent
isn't a tax rate, he clarified, but rather an inputed
al | ocati on. He explained that the progressivity fornula

determ nes the tax rate, post decoupling.
8:27: 37 PM

REPRESENTATI VE SEATON expressed concern that at the start of
open season nothing is being guaranteed in ternms of the oil tax
rate, rather only the gas tax is being guaranteed. He clarified
that only the gas production tax obligation cal cul ated under the
gas production tax in effect at the start of the first binding
open season is being guaranteed, not the gas tax rate. He
expressed concern that the [inmputed] anobunt of tax based on
total gross value is the existing tax system the status quo
He asked if that's correct.

SENATOR PASKVAN recalled that Conmi ssioner Galvin has said that

Al aska's tax can go up to the 1.99 figure. If on [slide 6 of
the April 9, 2010, Logsdon & Associates presentation] the $300
mllion, then Al aska could increase the tax another $800
mllion. However, the net value on the gas wll be $2.4
billion. He reiterated that it's an oil world.

8:30:12 PM

REPRESENTATI VE SEATON pointed out that the gas tax production
tax exenption statute guarantees that the tax rate at the start
is what's guaranteed. That rate, he reiterated, is alnost the
Cook Inlet ELF tax rate. He noted that the state only receives
$4 mllion fromall the tax produced in Cook Inlet. Therefore,
if this rate is guaranteed for 10 years of gas flow, it would
amount to only a few nultiple times of the $4 nmillion. He
remarked that the state may receive $40 mllion a year in tota
tax if the state guarantees 5.8 percent maxi numtax rate.

8: 32: 03 PM
The commttee took an at-ease from8:32 p.m to 8:42 p. m

8:42: 33 PM
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CO-CHAI R NEUVAN announced t hat Conmi ssi oner Gal vin has
information for the commttee to consider and he can discuss it
with the conmttee at another tine.

Text for Amendnent 1, |abeled 26-LS1577\WA. 2, Bullock, 4/5/10
whi ch read:

Page 1, line 2:
Delete "oil,"
Insert "oil produced in the state and"

Page 1, lines 2 - 3:
Delete ", and gas produced outside of the Cook
Inl et sedinmentary basin and used in the state"

Page 1, lines 10 - 11
Del ete "and not used in the state"

Page 2, line 17:
Delete “(f), (j), (k), and (o0)"
Insert "(f), (j)., and (k) [(f), (i), (k), AND

(0)]
Page 2, follow ng line 24:
Insert a new bill section to read:

"* Sec. 3. AS 43.55.011(f) is anmended to read:

(f) The levy of tax under this section for oil
and gas produced north of 68 degrees North |atitude
other than oil and gas production subject to (i) of
this section [ AND GAS SUBJECT TO (o) OF THI S SECTI ON],
may not be | ess than

(1) four percent of the gross value at the
poi nt of production when the average price per barre
for Alaska North Slope crude oil for sale on the
United States West Coast during the cal endar year for
which the tax is due is nore than $25;

(2) three percent of the gross value at the
poi nt of production when the average price per barre
for Alaska North Slope crude oil for sale on the
United States West Coast during the cal endar year for
which the tax is due is over $20 but not over $25;

(3) two percent of the gross value at the
poi nt of production when the average price per barre
for Alaska North Slope crude oil for sale on the
United States Wst Coast during the cal endar year for
which the tax is due is over $17.50 but not over $20;
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(4) one percent of the gross value at the
poi nt of production when the average price per barre
for Alaska North Slope crude oil for sale on the
United States Wst Coast during the cal endar year for
which the tax is due is over $15 but not over $17.50;
or

(5) zero percent of the gross value at the
poi nt of production when the average price per barre
for Alaska North Slope crude oil for sale on the
United States Wst Coast during the cal endar year for
which the tax is due is $15 or less."

Renunber the followi ng bill sections accordingly.
Page 2, line 27:

Delete "AS 43.55.160(a)(2) (A - (B"
I nsert "AS 43.55.160(a)(2)(A - (D"

Page 3, line 1:
Delete ","
| nsert "and"

Page 3, lines 2 - 4:

Delete ", and gas produced during the nonth from
a |lease or property outside the Cook Inlet sedinentary
basin and used in the state”

Page 3, line 6:
Delete "AS 43.55.160(a)(2)(A - (B)"
Insert "AS 43.55.160(a)(2)(A - (D"

Page 3, line 9:
Del ete "AS 43.55.160(a)(2)(A - (B"
| nsert "AS 43.55.160(a)(2)(A - (D"

Page 3, line 12:
Del ete "AS 43.55.160(a)(2)(A - (B)"
Insert "AS 43.55.160(a)(2)(A - (D"

Page 3, line 16:
Del ete "AS 43.55.160(a)(2)(A - (B"
| nsert "AS 43.55.160(a)(2)(A - (D"

Page 3, follow ng line 18:
Insert a new bill section to read:
"* Sec. 5. AS 43.55.011(m is anmended to read:
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(m

Not wi t hstanding any contrary provision of

AS 38.05.180(i), AS 41.09. 010, AS 43.55. 024, or
43. 55. 025, the departnent shall provide by regulation
a nethod to ensure that, for a calendar year for which
a producer's tax liability is limted by (j) or (k)
[(j), (k), OR (0)] of this section, tax credits
ot herw se avai |l abl e under AS 38. 05.180(i),

AS 41.09.010, AS 43.55.024, or

to gas subject

(k), AND (0)] of

t hough the credits had been applied first

tax liability
limtati ons under

(k)

this section are accounted for
agai nst
calculated wthout regard to
() or (k) [(i), (k), AND (o0)]

43.55. 025 and al |l ocated
to the Iimtations in (j) or

[(i),

as

a
t he
of

this section so as to reduce the tax liability to the

maxi mum anount
this section for
section for
provide for a

t he

credits to gas subject

section. Only
after t he
subsection
transferred

may be

to (j) or (k) [(]),

provi ded for

the production of oil.
r easonabl e

the anmount of a
accounti ng
used
to anot her
tax levied on the production of oil or

production of gas or

method to

provi ded for
for a later
person, or

(k), OR (0)] of

the extent otherw se all owed."”

Renunber the follow ng bill

Page 3, line 21:

Del ete "AS 43. 55.

| nsert "AS 43.55.
Page 3, lines 25 - 26:
Delete "or gas

sedi nentary basin and

Page 3, line 29:

Del ete "AS 43. 55.
"AS 43. 55.

| nsert

Page 4, line 1:

Del ete "AS 43.55.
"AS 43.55.

| nsert

Page 4, line 4:

Del ete "AS 43. 55.
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(k) of
The regul ati on nust
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this

t ax

this

remai ni ng

under
cal endar
appl i ed agai nst
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this section to
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this
year,
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I nsert "AS 43.55.160(a)(2)(E) and (F)"

Page 4, line 7:
Del ete "AS 43.55.160(a)(2)(F) and (Q"
I nsert "AS 43.55.160(a)(2)(E) and (F)"

Page 4, lines 21 - 22:
Del ete "but not subject to AS 43.55.011(0)"
I nsert "[BUT NOT SUBJECT TO AS 43.55.011(0)]"

Page 6, line 9:

Del ete "AS 43.55.011(j), (k), or (o)"

Insert "AS 43.55.011(j) or (k) [AS 43.55.011(j),
(k), R (0)]"

Page 6, line 31:

Del ete "AS 43.55.011(j), (k), or (0)"

Insert "AS 43.55.011(j) or (k) [AS 43.55.011(j),
(k), OR(0)]"

Page 7, line 2:
Del ete "or 43.55.011(0)"
I nsert "[OR 43.55.011(0)]"

Page 7, line 4:
Del ete "or 43.55.011(0)"
I nsert "[OR 43.55.011(0)]"

Page 9, lines 14 - 21:

Del ete "gas produced during a cal endar year from
a |lease or property outside the Cook Inlet sedinentary
basin and used in the state is the gross value at the
point of production of that gas taxable under
AS 43.55.011(e) and produced by the producer from that
| ease or property, less the producer's | ease
expendi tures under AS 43.55.165 for the cal endar year
applicable to that gas produced by the producer from

t hat | ease or property, as adj ust ed under
AS 43.55. 170;
! ! n

Page 9, lines 27 - 28:
Del ete "this subparagraph does not apply to gas
used in the state;"

Page 9, line 29:
Delete "(Q"
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| nsert "(F)"

Page 10, lines 5 - 6:

Delete "; this subparagraph does not apply to gas
used in the state;"

I nsert "[ GAS PRODUCED DURI NG A CALENDAR YEAR FROM
A LEASE OR PROPERTY QUTSI DE THE COOK | NLET SEDI MENTARY
BASIN AND USED IN THE STATE |S THE GROSS VALUE AT THE
PONT OF PRODUCTION OF THAT GAS TAXABLE UNDER
AS 43.55.011(e) AND PRODUCED BY THE PRODUCER FROM THAT
LEASE OR PROPERTY, LESS THE PRODUCER' S LEASE
EXPENDI TURES UNDER AS 43.55. 165 FOR THE CALENDAR YEAR
APPLI CABLE TO THAT GAS PRODUCED BY THE PRODUCER FROM
THAT LEASE OR PROPERTY, AS ADJUSTED UNDER
AS 43.55.170] ;"

Page 11, lines 8 - 15:

Del ete "gas produced during a nonth from a |ease
or property outside the Cook Inlet sedinentary basin
and used in the state is the gross value at the point
of producti on of t hat gas t axabl e under
AS 43.55.011(e) and produced by the producer from that
| ease or property, less 1/12 of the producer's |ease
expenditures under AS 43.55.165 for the cal endar year
applicable to that gas produced by the producer from

t hat | ease or property, as adj ust ed under
AS 43.55.170;
!F) n

Page 11, |ine 22:
Delete all material.

Page 11, |ine 23:

Delete "(Q"
| nsert "ng"

Page 11, lines 30 - 31:

Delete "; this subparagraph does not apply to gas
used in the state"

I nsert "[ GAS PRODUCED DURI NG A MONTH FROM A LEASE
OR PROPERTY QUTSIDE THE COOK | NLET SEDI MENTARY BASIN
AND USED IN THE STATE IS THE GROSS VALUE AT THE PO NT
OF PRODUCTI ON OF THAT GAS TAXABLE UNDER
AS 43.55.011(e) AND PRODUCED BY THE PRODUCER FROM THAT
LEASE OR PROPERTY, LESS 1/12 OF THE PRODUCER S LEASE
EXPENDI TURES UNDER AS 43.55. 165 FOR THE CALENDAR YEAR
APPLI CABLE TO THAT GAS PRODUCED BY THE PRODUCER FROM
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THAT LEASE R PROPERTY, AS ADJUSTED UNDER
AS 43.55.170]"

Page 11, following line 31:

Insert a new bill section to read:
"* Sec. 10. AS 43.55.160(e) is anended to read:
(e) Any adjusted |ease expenditures under

AS 43.55.165 and 43.55.170 that would otherw se be
deducti ble by a producer in a calendar year but whose
deduction would cause an annual production tax value
cal cul ated under (a)(1) of this section of taxable oil
or gas produced during the calendar year to be |ess
than zero may be used to establish a carried-forward

annual | oss under AS 43.55.023(Db). However, t he
department shall provide by regulation a nethod to
ensure that, for a period for which a producer’'s tax
liability is Ilimted by AS 43.55.011(j) or (k)

[ AS 43.55.011(j), (k), OR (0)], any adjusted |ease
expenditures under AS 43.55.165 and 43.55.170 that

woul d ot herwi se be deductible by a producer for that

period but whose deduction would cause a production
t ax val ue cal cul at ed under (a)(1) (O or (D)

[(a)(1) (O, (D), OR (E)] of this section to be less
than zero are accounted for as though the adjusted
| ease expenditures had first been used as deductions
in calculating the production tax values of oil or gas
subj ect to any of t he limtations under
AS 43.55.011(j) or (k) [AS 43.55.011(j), (k), OR (0)]

that have positive production tax values so as to
reduce the tax liability calculated without regard to
the limtation to the nmaximum anount provided for
under the applicable provision of AS 43.55.011(j) or
(k) [AS 43.55.011(j), (k), OR (0)]. Only the ampunt of

those adjusted |ease expenditures remaining after the
accounting provided for under this subsection may be
used to establish a carried-forward annual |o0ss under

AS 43.55. 023(b). I n this subsecti on, "producer™

i ncl udes "explorer.™"

Renunber the followi ng bill sections accordingly.

Page 12, lines 3 - 4:

Delete ", between gas subject to AS 43.55.011(0)
and ot her gas,"

Insert "[, BETWEEN GAS SUBJECT TO AS 43.55.011(0)
AND OTHER GAS, | "
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Page 12, line 17:
Delete ", between gas subject to AS 43.55.011(0)
and ot her gas,"

Page 12, following |ine 27:
Insert a new bill section to read:
"* Sec. 13. AS 43.55.011(0) and AS 43.55.900(24)
are repeal ed.”

Renunber the followi ng bill sections accordingly.

Page 13, line 2:
Delete "secs. 2 - 4 and 7"
| nsert "secs. 2, 4, 6, and 9"

Page 13, line 5:
Delete "secs. 2 - 4 and 7"
| nsert "secs. 2, 4, 6, and 9"

Page 13, |ine 10:
Delete "Sections 2 - 4 and 7"
| nsert "Sections 2, 4, 6, and 9"

Text for Amendnent 4, |abeled 26-LS1577\WA. 6, Bull ock, 4/10/10,
whi ch read:

Page 1, lines 1 - 11

Delete "providing that the tax rate applicable to
the production of oil as the average production tax
value of oil, gas produced in the Cook Inlet
sedi mentary basin, and gas produced outside of the
Cook Inlet sedinentary basin and used in the state
i ncreases above $30 shall be 0.4 percent nultiplied by
the nunber that represents the difference between that
average nonthly production tax value and $30, or the
sum of 25 percent and the product of 0.1 percent
multiplied by the nunber t hat represents the
di fference between that average nonthly production tax
value and $92. 50, except that the total rate
determined in the calculation my not exceed 50
percent; providing for an increase in the rate of tax
on the production of gas as the average production tax
val ue on a BTU equival ent barrel basis of gas produced
outside of the Cook Inlet sedinentary basin and not
used in the state increases above $30"

Insert "relating to that part of the tax on the
production of oil and gas that increases as the
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average production tax value of the oil and gas
i ncreases above $30"

Page 2, line 2, follow ng "expenditures;"

Insert "relating to the tax on the production of
gas in effect at the start of the first binding open
season held for the project |icensed under the Al aska
Gasl i ne I nducenent Act;"

Page 2, following line 12:
Insert new bill sections to read:

"* Sec. 2. AS 29.60.850(b), as anmended by sec. 1 of
this Act, is anended to read:

(b) Each fiscal year, the legislature my
appropriate to the comunity revenue sharing fund an
anount equal to 20 percent of the noney received by
the state during the previous calendar year under
AS 43.55.011(g) [AND (p)]. The ampunt may not exceed

(1) $60, 000, 000; or
(2) the anount that, when added to the fund
bal ance on June 30 of the previous fiscal year, equals
$180, 000, 000.
* Sec. 3. AS 29.60.850(b), as anended by sec. 2 of
this Act, is anended to read:

(b) Each fiscal year, the legislature my
appropriate to the comunity revenue sharing fund an
anount equal to 20 percent of the noney received by
the state during the previous calendar year under
AS 43.55.011(g) and (p). The anpunt may not exceed

(1) $60, 000, 000; or

(2) the anount that, when added to the fund
bal ance on June 30 of the previous fiscal year, equals
$180, 000, 000. "

Renunber the followi ng bill sections accordingly.

Page 2, following line 24:
Insert new bill sections to read:

"* Sec. 5. AS 43.55.011(e), as anmended by sec. 4 of
this Act, is anended to read:

(e) There is levied on the producer of oil or
gas a tax for all oil and gas produced each cal endar
year from each lease or property in the state, |ess
any oil and gas the ownership or right to which is
exenpt from taxation or constitutes a |andowner's
royalty interest. Except as otherw se provided under
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(f), (j), (k), and (o) of this section, the tax is
equal to the sum of
(1) the annual production tax value of the

t axabl e oi | and gas as cal cul at ed under
AS 43.55.160(a) (1) nultiplied by 25 percent; and
(2) the sum over all nonths of the

cal endar year, of the tax anmpunts determ ned under
[(A) SUBSECTION] (g) of this section [; AND
(B) SUBSECTION (p) OF TH S SECTI QN .
* Sec. 6. AS 43.55.011(e) as anended to read:

(e) There is levied on the producer of oil or
gas a tax for all oil and gas produced each cal endar
year from each |ease or property in the state, |ess
any oil and gas the ownership or right to which is
exenpt from taxation or constitutes a |andowner's
royalty interest. Except as otherw se provided under
(f), (j), (k), and (o) of this section, the tax is
equal to the sum of

(1) the annual production tax value of the

t axabl e oi | and gas as cal cul at ed under
AS 43.55.160(a)(1) multiplied by 25 percent; and
(2) the sum over all nonths of the

cal endar year, of the tax anmpunts determ ned under
(A) subsection (g) of this section; and
(B) subsection (p) of this section.™

Renunber the followi ng bill sections accordingly.

Page 3, following line 18:
Insert new bill sections to read:

"* Sec. 8. AS 43.55.011(g), as anmended by sec. 7 of
this Act, is anended to read:

(9) For each nonth of the calendar year for
which the producer's average nonthly production tax
val ue under AS 43.55.160(a)(2) [AS 43.55.160(a)(2)(A
- (B)] _of a BTU equivalent barrel of taxable oil and
gas is nore than $30, the amount of tax for purposes
of (e)(2) [(e)(2)(A)] of this section is determ ned by
mul tiplying the nonthly production tax value of the
taxable oil and gas produced during the month [, GAS
PRODUCED DURI NG THE MONTH FROM A LEASE OR PROPERTY I N
THE COOK | NLET SEDI MENTARY BASIN, AND GAS PRODUCED
DURI NG THE MONTH FROM A LEASE OR PROPERTY QUTSI DE THE
COOK | NLET SEDI MENTARY BASIN AND USED I N THE STATE] by
the tax rate calculated as foll ows:

(1) if the producer's average nonthly
production tax value [UNDER AS 43.55.160(a)(2)(A -
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(E)] of a BTU equival ent barrel of taxable oil and gas
for the nonth is not nore than $92.50, the tax rate is
0.4 percent multiplied by the nunber that represents
the difference between the producer's average nonthly
production tax value [UNDER AS 43.55.160(a)(2)(A -
(E)] of a BTU equivalent barrel of taxable oil and gas
and $30; or
(2) if the producer's average nonthly

production tax value [UNDER AS 43.55.160(a)(2)(A -
(E)] of a BTU equival ent barrel of taxable oil and gas
for the nonth is nore than $92.50, the tax rate is the
sum of 25 percent and the product of 0.1 percent
multiplied by the nunber t hat represents the
difference between the producer's average nonthly
production tax value [UNDER AS 43.55.160(a)(2)(A -
(E)] of a BTU equivalent barrel of taxable oil and gas
and $92.50, except that the sum determ ned under this
par agr aph may not exceed 50 percent.

* Sec. 9. AS 43.55.011(g), as anended by sec. 8 of
this Act, is anmended to read:

(9) For each nonth of the calendar year for
which the producer's average nonthly production tax
val ue under AS 43.55.160(a)(2) (A - (E)

[ AS 43.55.160(a)(2)] of a BTU equivalent barrel of
taxable oil and gas is nore than $30, the anount of
tax for purposes of (e)(2)(A [(e)(2)] of this section
is determined by nmultiplying the nonthly production
tax value of the taxable oil [AND GAS] produced during
the nonth, gas produced during the nonth from a | ease
or property in the Cook Inlet sedinentary basin, and
gas produced during the nonth froma | ease or property
outside the Cook Inlet sedinmentary basin and used in
the state by the tax rate cal cul ated as foll ows:

(1) if the producer's average nonthly
production tax value under AS 43.55.160(a)(2)(A - (E)
of a BTU equivalent barrel of taxable oil and gas for
the month is not nore than $92.50, the tax rate is 0.4
percent multiplied by the nunber that represents the
difference between the producer's average nonthly
production tax value under AS 43.55.160(a)(2)(A - (E)
of a BTU equivalent barrel of taxable oil and gas and
$30; or

(2) if the producer's average nonthly
production tax value under AS 43.55.160(a)(2)(A - (E)
of a BTU equivalent barrel of taxable oil and gas for
the month is nmore than $92.50, the tax rate is the sum
of 25 percent and the product of 0.1 percent
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multiplied by the nunber t hat represents the
difference between the producer's average nonthly
production tax value under AS 43.55.160(a)(2)(A - (E)
of a BTU equivalent barrel of taxable oil and gas and
$92.50, except that the sum determned under this
paragraph may not exceed 50 percent.”

Renunber the follow ng bill sections accordingly.

Page 4, following line 9:
Insert a new bill section to read:

"* Sec. 11. AS 43.55.011 is anended by adding a new
subsection to read:

(p) For each nonth of the calendar year for
which the producer's average nonthly production tax
val ue under AS 43.55.160(a)(2)(F) and (G of a BTU
equi val ent barrel of taxable gas is nore than $30, the
anount of tax on the production of gas for purposes of
(e)(2)(B) of this section is determned by nultiplying
the nonthly production tax value of the taxable gas
produced during the nonth other than gas produced from
a lease or property in the Cook Inlet sedinentary
basin or gas produced outside the Cook Inlet
sedinmentary basin and used in the state by the tax
rate calcul ated as foll ows:

(1) if the producer's average nonthly
production tax value under AS 43.55.160(a)(2)(F) and
(G of a BTU equivalent barrel of taxable gas for the
nonth is not nmore than $92.50, the tax rate is 0.4
percent multiplied by the nunber that represents the
difference between the producer's average nonthly
production tax value under AS 43.55.160(a)(2)(F) and
(G of a BTU equival ent barrel of gas and $30; or

(2) if the producer's average nonthly
production tax value under AS 43.55.160(a)(2)(F) and
(G of a BTU equivalent barrel of taxable gas for the
nonth is nmore than $92.50, the tax rate is the sum of
25 percent and the product of 0.1 percent nultiplied
by the nunber that represents the difference between
the producer's average nonthly production tax value
under AS 43.55.160(a)(2)(F) and (G of a BTU
equi val ent barrel of gas and $92.50, except that the
sum determ ned under this paragraph nay not exceed 50
percent."

Renunber the followi ng bill sections accordingly.
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Page 6, line 31:
Del ete "before 2022"

Page 7, following line 24:
Insert new bill sections to read:

"* Sec. 13. AS 43.55.020(a), as anended by sec. 12
of this Act, is anmended to read:

(a) For a cal endar year, a producer subject to
tax under AS 43.55.011(e) - (i) [AND (p)] shall pay
the tax as foll ows:

(1) an installnment paynent of the estimated
tax levied by AS 43.55.011(e), net of any tax credits
applied as allowed by law, is due for each nonth of
the calendar year on the last day of the follow ng
nmont h; except as otherwi se provided under (2) of this
subsection, the anmount of the installnent paynment is
the sumof the followi ng anounts, less 1/12 of the tax
credits that are allowed by law to be applied against
the tax levied by AS 43.55.011(e) for the calendar
year, but the anount of the installnment paynment may
not be | ess than zero:

(A) for oil and gas produced from | eases or
properties in the state outside the Cook Inlet
sedi mentary basin but not subject to AS 43.55.011(0),
ot her t han | eases or properties subj ect to
AS 43.55.011(f), the greater of

(1) zero; or

(i) [AN AMOUNT EQUAL TQ the sum of 25
percent and the tax rate calculated for the nonth
under AS 43.55.011(g) nultiplied by the remnainder
obtained by subtracting 1/12 of the producer's
adjusted | ease expenditures for the calendar year of
production [APPLICABLE TO THE OL PRODUCED BY THE
PRODUCER FROM THOSE LEASES AND PROPERTIES] under
AS 43.55.165 and 43.55.170 that are deductible for the
| eases or properties under AS 43.55.160 [,] from the
gross value at the point of production of the oil and
gas produced from the |eases or properties during the
month for which the installnent paynent is calculated
[ADDED TO THE SUM OF 25 PERCENT AND THE TAX RATE
CALCULATED FOR THE MONTH UNDER AS 43.55.011(p)
MULTI PLI ED BY THE REMAINDER OBTAI NED BY SUBTRACTI NG
1/12 OF THE PRODUCER S ADJUSTED LEASE EXPENDI TURES FOR
THE CALENDAR YEAR OF PRODUCTI ON APPLI CABLE TO THE GAS
PRODUCED BY THE PRODUCER FROM THOSE LEASES AND
PROPERTI ES UNDER AS 43.55.165 AND 43.55.170 THAT ARE
DEDUCTIBLE FOR THE LEASES OR PROPERTIES UNDER
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AS 43.55.160 FROM THE GROSS VALUE AT THE PO NT OF
PRODUCTION OF THE GAS PRODUCED FROM THE LEASES OR
PROPERTI ES DURI NG THE MONTH FOR VWHI CH THE | NSTALLMENT
PAYMENT | S CALCULATED ;

(B) for oil and gas produced from | eases or
properties subject to AS 43.55.011(f), the greatest of

(1) zero;

(i) zero percent, one percent, t wo
per cent, three  percent, or f our per cent, as
applicable, of +the gross value at the point of
production of the oil and gas produced from all | eases

or properties during the nmonth for which the
i nstal |l ment paynent is cal cul ated; or

(1ii) [AN AMOUNT EQUAL TQ@ the sum of 25
percent and the tax rate calculated for the nonth
under AS 43.55.011(g) nultiplied by the renainder
obtained by subtracting 1/12 of the producer's
adj usted | ease expenditures for the calendar year of
production [APPLICABLE TO THE QL PRODUCED BY THE
PRODUCER FROM THOSE LEASES AND PROPERTIES] under
AS 43.55.165 and 43.55.170 that are deductible for
t hose | eases or properties under AS 43.55.160 [,] from
the gross value at the point of production of the oil
and gas produced from those |eases or properties
during the nmonth for which the installnent paynent is
cal cul ated [ ADDED TO THE SUM OF 25 PERCENT AND THE TAX
RATE CALCULATED FOR THE MONTH UNDER AS 43.55.011(p)
MULTI PLI ED BY THE REMAINDER OBTAI NED BY SUBTRACTI NG
1/12 OF THE PRODUCER S ADJUSTED LEASE EXPENDI TURES FOR
THE CALENDAR YEAR OF PRODUCTI ON APPLI CABLE TO THE GAS
PRODUCED BY THE PRODUCER FROM THOSE LEASES AND
PROPERTI ES UNDER AS 43.55.165 AND 43.55.170 THAT ARE
DEDUCTI BLE FOR THOSE LEASES OR PROPERTIES UNDER
AS 43.55.160 FROM THE CGROSS VALUE AT THE PO NT OF
PRODUCTI ON OF THE GAS PRODUCED FROM THOSE LEASES OR
PROPERTI ES DURI NG THE MONTH FOR WHI CH THE | NSTALLMENT
PAYMENT | S CALCULATED ;

(O for oil and gas produced from each
| ease or property subject to AS 43.55.011(j), (k), or
(o), the greater of

(1) zero; or

(i) [AN AMOUNT EQUAL TQ the sum of 25
percent and the tax rate calculated for the nonth
under AS 43.55.011(g) nultiplied by the renainder
obtained by subtracting 1/12 of the producer's
adj usted | ease expenditures for the calendar year of
production [APPLICABLE TO THE OL PRODUCED BY THE
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PRODUCER FROM THOSE LEASES AND PROPERTIES] under
AS 43.55.165 and 43.55.170 that are deductible under
AS 43.55.160 for oil or gas, respectively, produced
fromthe | ease or property [,] fromthe gross val ue at
the point of production of the oil or gas,
respectively, produced from the |ease or property
during the nmonth for which the installnent paynent is
cal cul ated [ ADDED TO THE SUM OF 25 PERCENT AND THE TAX
RATE CALCULATED FOR THE MONTH UNDER AS 43.55.011(9)
MULTI PLI ED BY THE REMAI NDER OBTAINED BY SUBTRACTI NG
1/12 OF THE PRODUCER S ADJUSTED LEASE EXPENDI TURES FOR
THE CALENDAR YEAR OF PRODUCTI ON APPLI CABLE TO THE GAS
PRODUCED BY THE PRODUCER FROM THE LEASE OR PROPERTY
UNDER AS 43.55.165 AND 43.55.170 THAT ARE DEDUCTI BLE
UNDER AS 43.55.160 FOR GAS PRODUCED FROM THE LEASE OR
PROPERTY, FROM THE GROSS VALUE AT THE PO NT OF
PRODUCTION OF THE GAS PRODUCED FROM THE LEASE OR
PROPERTY DURING THE MONTH FOR WH CH THE | NSTALLMENT
PAYMENT | S CALCULATED ;

(2) an anount calculated under (1)(C of
this subsection for oil or gas produced before 2022
from a |ease or property subject to AS 43.55.011(j),
(k), or (o) my not exceed the product obtained by
carrying out t he cal cul ation set out in
AS 43.55.011(j) (1) or (2) or 43. 55.011(0), as
applicable, for gas or set out in AS 43.55.011(k)(1)
or (2), as applicable, for oil, but substituting in
AS 43.55.011(j) (1) (A or (2)(A or 43.55.011(0), as
applicable, the anmount of taxable gas produced during
the nonth for the anount of taxable gas produced
during the cal endar year and substituting in
AS 43.55.011(k)(1)(A or (2)(A, as applicable, the
amount of taxable oil produced during the nonth for
the anobunt of taxable oil produced during the cal endar
year;

(3) an installnment paynent of the estinmated
tax levied by AS 43.55.011(i) for each |lease or
property is due for each nonth of the cal endar year on
the last day of the follow ng nonth; the anount of the
i nstal |l ment paynent is the sum of

(A the applicable tax rate for ol
provided wunder AS 43.55.011(i), multiplied by the
gross value at the point of production of the oil
taxabl e under AS 43.55.011(i) and produced from the
| ease or property during the nonth; and

(B) the applicable tax rate for gas
provi ded under AS 43.55.011(i), multiplied by the
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gross value at the point of production of the gas
taxabl e under AS 43.55.011(i) and produced from the
| ease or property during the nonth;

(4) any  anount of t ax l evied by
AS 43.55.011(e) or (i), net of any credits applied as
allowed by law, that exceeds the total of the anpunts
due as installnment paynents of estinmated tax is due on
March 31 of the year following the calendar year of
pr oducti on.

* Sec. 14. AS 43.55.020(a), as anmended by sec. 13
of this Act, is anmended to read:

(a) For a cal endar year, a producer subject to
tax under AS 43.55.011(e) - (i) and (p) shall pay the
tax as foll ows:

(1) an installnment paynent of the estinmated
tax levied by AS 43.55.011(e), net of any tax credits
applied as allowed by law, is due for each nonth of
the calendar year on the last day of the follow ng
nmont h; except as otherw se provided under (2) of this
subsection, the amount of the installnment paynent is
the sum of the follow ng anbunts, less 1/12 of the tax
credits that are allowed by law to be applied against
the tax levied by AS 43.55.011(e) for the cal endar
year, but the anount of the installnment paynment may
not be | ess than zero:

(A) for oil and gas produced from | eases or
properties in the state outside the Cook Inlet
sedi nentary basin but not subject to AS 43.55.011(0),
ot her t han | eases or properties subj ect to
AS 43.55.011(f), the greater of

(1) zero; or

(i) an anpunt equal to the sum of 25
percent and the tax rate calculated for the nonth
under AS 43.55.011(g) nmultiplied by the renainder
obtained by subtracting 1/12 of the producer’'s
adjusted |ease expenditures for the calendar year of
production applicable to the oil produced by the
producer from those |eases and properties under
AS 43.55.165 and 43.55.170 that are deductible for the
| eases or properties wunder AS 43.55.160, from the
gross value at the point of production of the oil [AND
GAS] produced fromthe |eases or properties during the
nmonth for which the installnment paynment is calcul ated
added to the sum of 25 percent and the tax rate
calculated for the nmonth under AS 43.55.011(p)
multiplied by the renainder obtained by subtracting
1/ 12 of the producer's adjusted | ease expenditures for
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t he cal endar year of production applicable to the gas
produced by the producer from those |eases and
properties under AS 43.55.165 and 43.55.170 that are
deductible for the |eases or properties under
AS 43.55.160 from the gross value at the point of
production of the gas produced from the |eases or
properties during the nonth for which the install nent
paynent is cal cul at ed;

(B) for oil and gas produced from | eases or
properties subject to AS 43.55.011(f), the greatest of

(i) zero

(i) zero percent, one percent, t wo
per cent, t hree per cent, or f our per cent, as
applicable, of the gross value at the point of
production of the oil and gas produced from all | eases

or properties during the nmonth for which the
i nstal |l ment paynent is cal cul ated; or

(riti) an anount equal to the sum of 25
percent and the tax rate calculated for the nonth
under AS 43.55.011(g) nmultiplied by the renainder
obtained by subtracting 1/12 of the producer’'s
adjusted |ease expenditures for the calendar year of
production applicable to the oil produced by the
producer from those |eases and properties under
AS 43.55.165 and 43.55.170 that are deductible for
those |eases or properties under AS 43.55.160, from
the gross value at the point of production of the oi
[ AND GAS] produced from those |eases or properties
during the nmonth for which the installnent paynent is
cal cul ated added to the sum of 25 percent and the tax
rate calculated for the nonth under AS 43.55.011(p)
multiplied by the renminder obtained by subtracting
1/ 12 of the producer's adjusted | ease expenditures for
t he cal endar year of production applicable to the gas
produced by the producer from those |eases and
properties under AS 43.55.165 and 43.55.170 that are
deductible for those |eases or ©properties under
AS 43.55.160 from the gross value at the point of
production of the gas produced from those |eases or
properties during the nmonth for which the install nent
paynent is cal cul at ed;

(O for oil and gas produced from each
| ease or property subject to AS 43.55.011(j), (k), or
(o), the greater of

(1) zero; or

(i) an anpunt equal to the sum of 25
percent and the tax rate calculated for the nonth
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under AS 43.55.011(g) nultiplied by the remnainder
obtained by subtracting 1/12 of the producer’'s
adj usted | ease expenditures for the cal endar year of
production applicable to the oil produced by the
producer from those |eases and properties under
AS 43.55.165 and 43.55.170 that are deductible under
AS 43.55.160 for oil [OR GAS, RESPECTIVELY,] produced
from the |lease or property, from the gross value at
the point of production of the oil [OR GAS
RESPECTI VELY,] produced from the |ease or property
during the nmonth for which the installnent paynent is
cal cul ated added to the sum of 25 percent and the tax
rate calculated for the nonth under AS 43.55.011(Q)
nmultiplied by the renminder obtained by subtracting
1/12 of the producer's adjusted | ease expenditures for
the cal endar year of production applicable to the gas
produced by the producer from the |ease or property
under AS 43.55.165 and 43.55.170 that are deductible
under AS 43.55.160 for gas produced from the |ease or
property, from the gross value at the point of
production of the gas produced from the |ease or
property during the nonth for which the install nent
paynent is cal cul at ed;

(2) an amount calculated under (1)(C of
this subsection for oil or gas produced before 2022
from a |ease or property subject to AS 43.55.011(j),
(k), or (o) my not exceed the product obtained by
carrying out t he cal cul ation set out in
AS 43.55.011(j) (1) or (2) or 43.55.011(0), as
applicable, for gas or set out in AS 43.55. 011(k)(1)
or (2), as applicable, for oil, but substituting in
AS 43.55.011(j)(1)(A or (2)(A) or 43.55.011(0), as
applicable, the anmount of taxable gas produced during
the nonth for the amount of taxable gas produced
during the cal endar year and substituting in
AS 43.55.011(k)(1)(A or (2)(A), as applicable, the
anount of taxable oil produced during the nmonth for
t he anount of taxable oil produced during the cal endar
year;

(3) an installnment paynent of the estinated
tax levied by AS 43.55.011(i) for each |lease or
property is due for each nonth of the cal endar year on
the last day of the follow ng nonth; the anount of the
install ment paynent is the sum of

(A the applicable tax rate for oi
provi ded under AS 43.55.011(i), multiplied by the
gross value at the point of production of the oil
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taxabl e under AS 43.55.011(i) and produced from the
| ease or property during the nonth; and

(B) the applicable tax rate for gas
provi ded under AS 43.55.011(i), multiplied by the
gross value at the point of production of the gas
taxabl e under AS 43.55.011(i) and produced from the
| ease or property during the nonth;

(4) any  anount of t ax |l evied by
AS 43.55.011(e) or (i), net of any credits applied as
allowed by law, that exceeds the total of the anobunts
due as installnment paynents of estimated tax is due on
March 31 of the year following the calendar year of
production. "

Renunber the followi ng bill sections accordingly.

Page 8, line 11:
Insert new bill sections to read:
"* Sec. 16. AS 43.55.020(d), as anended by sec. 15
of this Act, is anended to read:
(d) In nmaking settlenent with the royalty owner
for oil and gas that is taxable under AS 43.55.011,
t he producer may deduct the anount of the tax paid on
taxable royalty oil and gas, or may deduct taxable
royalty oil or gas equivalent in value at the time the
tax becones due to the amount of the tax paid. If the
total deductions of installnent paynments of estimted
tax for a calendar year exceed the actual tax for that
cal endar year, the producer shall, before April 1 of
the followi ng year, refund the excess to the royalty
owner. Unless otherwi se agreed between the producer
and the royalty owner, the anmount of the tax paid

under AS 43.55.011(e) - (g) [AND (p)] on taxable
royalty oil and gas for a calendar year, other than
oi | and gas the ownership or right to which
constitutes a landowner's royalty interest, S

considered to be the gross value at the point of
production of the taxable royalty oil and gas produced
during the calendar year nmultiplied by a figure that
is a quotient, in which

(1) the nunerator is the producer's total

tax liability under AS 43.55.011(e) - (g) [AND (p)]
for the cal endar year of production; and
(2) the denomnator is the total gross

value at the point of production of the oil and gas
t axabl e under AS 43.55.011(e) - (g) [AND (p)] produced
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by the producer from all |eases and properties in the
state during the cal endar year.
* Sec. 17. AS 43.55.020(d), as amended by sec. 16
of this Act, is anmended to read:
(d) In making settlenent with the royalty owner
for oil and gas that is taxable under AS 43.55.011,
t he producer may deduct the anobunt of the tax paid on
taxable royalty oil and gas, or may deduct taxable
royalty oil or gas equivalent in value at the tinme the
tax becones due to the amount of the tax paid. If the
total deductions of installnent paynents of estimted
tax for a cal endar year exceed the actual tax for that
cal endar year, the producer shall, before April 1 of
the following year, refund the excess to the royalty
owner. Unless otherwi se agreed between the producer
and the royalty owner, the anmount of the tax paid
under AS 43.55.011(e) - (g) and (p) on taxable royalty
oil and gas for a calendar year, other than oil and
gas the ownership or right to which constitutes a
| andowner's royalty interest, is considered to be the
gross value at the point of production of the taxable
royalty oil and gas produced during the cal endar year
multiplied by a figure that is a quotient, in which
(1) the nunerator is the producer's total

tax liability under AS 43.55.011(e) - (g) and (p) for
t he cal endar year of production; and

(2) the denominator is the total gross
value at the point of production of the oil and gas
taxabl e under AS 43.55.011(e) - (g) and (p) produced
by the producer from all |eases and properties in the

state during the cal endar year."
Renunber the follow ng bill sections accordingly.

Page 11, following line 31:
Insert new bill sections to read:
"* Sec. 19. AS 43.55.160(a), as anended by sec. 18
of this Act, is anended to read:
(a) Except as provided in (b) of this section

for the purposes of

(1) AS 43.55.011(e), the annual production
tax value of the taxable

(A) oil and gas produced during a cal endar
year from |leases or properties in the state that
include Iand north of 68 degrees North latitude is the
gross value at the point of production of the oil and
gas taxable under AS 43.55.011(e) and produced by the

HOUSE RES COW TTEE - 56- April 10, 2010



producer from those |eases or properties, less the
producer's |ease expenditures under AS 43.55.165 for
the calendar year applicable to the oil and gas
produced by the producer from those |eases or
properties, as adjusted under AS 43.55.170; this
subparagraph does not apply to gas subject to
AS 43.55.011(0);

(B) oil and gas produced during a cal endar
year from |leases or properties in the state outside
the Cook Inlet sedinmentary basin, no part of which is
north of 68 degrees North latitude, is the gross val ue
at the point of production of the oil and gas taxable
under AS 43.55.011(e) and produced by the producer
from those |eases or properties, |ess the producer's
| ease expenditures under AS 43.55.165 for the cal endar
year applicable to the oil and gas produced by the
producer from those |eases or properties, as adjusted
under AS 43.55.170; this subparagraph does not apply
to gas subject to AS 43.55.011(0);

(O oil produced during a calendar vyear
froma | ease or property in the Cook Inlet sedinmentary
basin is the gross value at the point of production of
the oil taxable under AS 43.55.011(e) and produced by
the producer from that |ease or property, less the
producer's |ease expenditures under AS 43.55.165 for
the calendar year applicable to the oil produced by
the producer from that |ease or property, as adjusted
under AS 43.55.170;

(D) gas produced during a calendar year
froma | ease or property in the Cook Inlet sedinentary
basin is the gross value at the point of production of
the gas taxable under AS 43.55.011(e) and produced by
the producer from that |ease or property, less the
producer's |ease expenditures under AS 43.55.165 for
the calendar year applicable to the gas produced by
the producer from that |ease or property, as adjusted
under AS 43.55.170;

(E) gas produced during a calendar year
from a lease or property outside the Cook Inlet
sedimentary basin and used in the state is the gross
value at the point of production of that gas taxable
under AS 43.55.011(e) and produced by the producer
fromthat |ease or property, less the producer's |ease
expendi tures under AS 43.55.165 for the cal endar year
applicable to that gas produced by the producer from
t hat | ease or property, as adj ust ed under
AS 43.55. 170;
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[ (F) GAS PRODUCED DURI NG A CALENDAR YEAR
FROM LEASES OR PROPERTIES IN THE STATE THAT | NCLUDE
LAND NORTH OF 68 DEGREES NORTH LATITUDE IS THE GRCOSS
VALUE AT THE PO NT OF PRODUCTION OF THE GAS TAXABLE
UNDER AS 43.55.011(e) AND PRODUCED BY THE PRODUCER
FROM THOSE LEASES OR PROPERTIES, LESS THE PRODUCER S
LEASE EXPENDI TURES UNDER AS 43.55. 165 FOR THE CALENDAR
YEAR APPLI CABLE TO THE GAS PRODUCED BY THE PRODUCER
FROM THOSE LEASES OR PROPERTIES, AS ADJUSTED UNDER
AS 43.55.170; TH S SUBPARAGRAPH DCES NOT APPLY TO GAS
USED I N THE STATE;

(G GAS PRODUCED DURING A CALENDAR YEAR
FROM LEASES OR PROPERTIES IN THE STATE OUTSIDE THE
COOK | NLET SEDI MENTARY BASIN, NO PART OF WHICH IS
NORTH OF 68 DEGREES NORTH LATI TUDE, |S THE GROSS VALUE
AT THE PO NT OF PRODUCTION OF THE GAS TAXABLE UNDER
AS 43.55.011(e) AND PRODUCED BY THE PRODUCER FROM
THOSE LEASES OR PROPERTIES, LESS THE PRODUCER S LEASE
EXPENDI TURES UNDER AS 43.55.165 FOR THE CALENDAR YEAR
APPLI CABLE TO THE GAS PRODUCED BY THE PRODUCER FROM
THOSE LEASES OR PROPERTIES, AS ADJUSTED UNDER
AS 43.55.170; TH S SUBPARAGRAPH DOES NOT APPLY TO GAS
USED | N THE STATE; ]

(2) AS 43.55.011(g) [AND (p)], the nonthly
production tax value of the taxable

(A oil and gas produced during a nonth
from |leases or properties in the state that include
land north of 68 degrees North latitude is the gross
value at the point of production of the oil and gas
taxable wunder AS 43.55.011(e) and produced by the
producer from those |eases or properties, less 1/12 of
the producer's |ease expenditures under AS 43.55.165
for the calendar year applicable to the oil and gas
produced by the producer from those |eases or
properties, as adjusted wunder AS 43.55.170; this
subparagraph does not apply to gas subject to
AS 43.55.011(0);

(B) oil and gas produced during a nonth
from |l eases or properties in the state outside the
Cook Inlet sedinmentary basin, no part of which is
north of 68 degrees North latitude, is the gross val ue
at the point of production of the oil and gas taxable
under AS 43.55.011(e) and produced by the producer
from those |eases or properties, less 1/12 of the
producer's |ease expenditures under AS 43.55.165 for
the calendar year applicable to the oil and gas
produced by the producer from those |eases or
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properties, as adjusted wunder AS 43.55.170; this
subparagraph does not apply to gas subject to
AS 43.55.011(0);

(O oil produced during a nonth from a
| ease or property in the Cook Inlet sedinentary basin
is the gross value at the point of production of the
oil taxable under AS 43.55.011(e) and produced by the
producer from that |ease or property, less 1/12 of the
producer's |ease expenditures under AS 43.55.165 for
the calendar year applicable to the oil produced by
the producer from that |ease or property, as adjusted
under AS 43.55.170;

(D) gas produced during a nonth from a
| ease or property in the Cook Inlet sedinentary basin
is the gross value at the point of production of the
gas taxable under AS 43.55.011(e) and produced by the
producer fromthat |ease or property, less 1/12 of the
producer's |ease expenditures under AS 43.55.165 for
the calendar year applicable to the gas produced by
the producer from that |ease or property, as adjusted
under AS 43.55.170;

(E) gas produced during a nonth from a
| ease or property outside the Cook Inlet sedinentary
basin and used in the state is the gross value at the
point of production of that gas taxable under
AS 43.55.011(e) and produced by the producer fromthat
| ease or property, less 1/12 of the producer's |ease
expenditures under AS 43.55.165 for the cal endar year
applicable to that gas produced by the producer from
that | ease or property, as adjusted under AS 43.55.170

[;

(F) GAS PRODUCED DURI NG A MONTH FROM LEASES
OR PROPERTIES IN THE STATE THAT | NCLUDE LAND NORTH OF
68 DEGREES NORTH LATITUDE IS THE GROSS VALUE AT THE
PONT OF PRODUCTION OF THE GAS TAXABLE UNDER
AS 43.55.011(e) AND PRODUCED BY THE PRODUCER FROM
THOSE LEASES OR PROPERTIES, LESS 1/12 OF THE
PRODUCER S LEASE EXPENDI TURES UNDER AS 43.55.165 FOR
THE CALENDAR YEAR APPLI CABLE TO THE GAS PRODUCED BY
THE PRODUCER FROM THOSE LEASES OR PROPERTIES, AS
ADJUSTED UNDER AS 43.55.170; THI'S SUBPARAGRAPH DOES
NOT APPLY TO GAS USED | N THE STATE;

(G GAS PRODUCED DURI NG A MONTH FROM LEASES
OR PROPERTIES IN THE STATE OUTSIDE THE COOK | NLET
SEDI MENTARY BASIN, NO PART OF WH CH IS NORTH OF 68
DEGREES NORTH LATITUDE, 1S THE GROSS VALUE AT THE
PONT OF PRODUCTION OF THE GAS TAXABLE UNDER
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AS 43.55.011(e) AND PRODUCED BY THE PRODUCER FROM
THOSE LEASES OR PROPERTI ES, LESS 1/12 OF THE
PRODUCER S LEASE EXPENDI TURES UNDER AS 43.55.165 FOR
THE CALENDAR YEAR APPLI CABLE TO THE GAS PRODUCED BY
THE PRODUCER FROM THOSE LEASES OR PROPERTIES, AS
ADJUSTED UNDER AS 43.55.170; TH' S SUBPARAGRAPH DCES
NOT APPLY TO GAS USED | N THE STATE].

* Sec. 20. AS 43.55.160(a), as anmended by sec. 19
of this Act, is anmended to read:

(a) Except as provided in (b) of this section,

for the purposes of

(1) AS 43.55.011(e), the annual production
tax value of the taxable

(A oil [AND GAS] produced during a
cal endar year from |eases or properties in the state
that include land north of 68 degrees North [latitude
is the gross value at the point of production of the
oi | [AND GAS] taxable under AS 43.55.011(e) and
produced by the producer from those |eases or
properties, less the producer's |ease expenditures
under AS 43.55.165 for the cal endar year applicable to
the oil [AND GAS] produced by the producer from those
| eases or properties, as adjusted under AS 43.55.170;
[ THHS SUBPARAGRAPH DOES NOT APPLY TO GAS SUBJECT TO
AS 43.55.011(0);]

(B) oil [AND GAS] produced during a
cal endar year from |eases or properties in the state
outside the Cook Inlet sedinentary basin, no part of
which is north of 68 degrees North latitude, is the
gross value at the point of production of the oil [AND
GAS] taxable under AS 43.55.011(e) and produced by the
producer from those |eases or properties, less the
producer's |ease expenditures under AS 43.55.165 for
the calendar year applicable to the oil [AND GAS]
produced by the producer from those |eases or
properties, as adjusted wunder AS 43.55.170; [TH S
SUBPARAGRAPH DCOES NOT APPLY TO GAS SUBJECT TO
AS 43.55.011(0);]

(O oil produced during a calendar vyear
froma | ease or property in the Cook Inlet sedinentary
basin is the gross value at the point of production of
the oil taxable under AS 43.55.011(e) and produced by
the producer from that |ease or property, less the
producer's |ease expenditures under AS 43.55.165 for
the calendar year applicable to the oil produced by
the producer from that |ease or property, as adjusted
under AS 43.55.170;

HOUSE RES COW TTEE - 60- April 10, 2010



(D) gas produced during a calendar year
froma | ease or property in the Cook Inlet sedinmentary
basin is the gross value at the point of production of
the gas taxable under AS 43.55.011(e) and produced by
the producer from that |ease or property, less the
producer's |ease expenditures under AS 43.55.165 for
the calendar year applicable to the gas produced by
the producer from that |ease or property, as adjusted
under AS 43.55.170;

(E) gas produced during a calendar year
from a lease or property outside the Cook Inlet
sedimentary basin and used in the state is the gross
value at the point of production of that gas taxable
under AS 43.55.011(e) and produced by the producer
fromthat |ease or property, less the producer's |ease
expendi tures under AS 43.55.165 for the cal endar year
applicable to that gas produced by the producer from

t hat | ease or property, as adj ust ed under
AS 43.55. 170;
(F) gas produced during a calendar vyear

from |l eases or properties in the state that include
|l and north of 68 degrees North latitude is the gross
value at the point of production of the gas taxable
under AS 43.55.011(e) and produced by the producer
from those |eases or properties, |less the producer's
| ease expenditures under AS 43.55.165 for the cal endar
year applicable to the gas produced by the producer
from those |eases or properties, as adjusted under
AS 43.55.170; this subparagraph does not apply to gas
used in the state;

(G gas produced during a calendar vyear
from | eases or properties in the state outside the
Cook Inlet sedinentary basin, no part of which is
north of 68 degrees North latitude, is the gross val ue
at the point of production of the gas taxable under
AS 43.55.011(e) and produced by the producer from
those | eases or properties, |less the producer's |ease
expenditures under AS 43.55.165 for the cal endar year
applicable to the gas produced by the producer from
those |eases or properties, as adjusted under
AS 43.55.170; this subparagraph does not apply to gas
used in the state;

(2) AS 43.55.011(g) and (p), the nonthly
production tax value of the taxable

(A oil [AND GAS] produced during a nonth
from |leases or properties in the state that include
land north of 68 degrees North latitude is the gross
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value at the point of production of the oil [AND GAS]
taxabl e under AS 43.55.011(e) and produced by the
producer from those |eases or properties, less 1/12 of
the producer's |ease expenditures under AS 43.55.165
for the cal endar year applicable to the oil [AND GAS]
produced by the producer from those |eases or
properties, as adjusted under AS 43.55.170; [TH'S
SUBPARAGRAPH DCES NOTI'  APPLY TO GAS SUBJECT TO
AS 43.55.011(0);]

(B) oil [AND GAS] produced during a nonth
from |leases or properties in the state outside the
Cook Inlet sedinentary basin, no part of which is
north of 68 degrees North latitude, is the gross val ue
at the point of production of the oil [AND GAS]
taxabl e under AS 43.55.011(e) and produced by the
producer from those |eases or properties, less 1/12 of
the producer's |ease expenditures under AS 43.55.165
for the calendar year applicable to the oil [AND GAS]
produced by the producer from those |eases or
properties, as adjusted under AS 43.55.170; [TH'S
SUBPARAGRAPH DCES NOT  APPLY TO GAS SUBJECT TO
AS 43.55.011(0);]

(O oil produced during a nonth from a
| ease or property in the Cook Inlet sedinmentary basin
is the gross value at the point of production of the
oil taxable under AS 43.55.011(e) and produced by the
producer fromthat |ease or property, less 1/12 of the
producer's |ease expenditures under AS 43.55.165 for
the cal endar year applicable to the oil produced by
the producer from that |ease or property, as adjusted
under AS 43.55.170;

(D) gas produced during a nonth from a
| ease or property in the Cook Inlet sedinmentary basin
is the gross value at the point of production of the
gas taxable under AS 43.55.011(e) and produced by the
producer from that |ease or property, less 1/12 of the
producer's |ease expenditures under AS 43.55.165 for
the calendar year applicable to the gas produced by
the producer from that |ease or property, as adjusted
under AS 43.55.170;

(E) gas produced during a nonth from a
| ease or property outside the Cook Inlet sedinentary
basin and used in the state is the gross value at the
point of production of that gas taxable under
AS 43.55.011(e) and produced by the producer fromthat
| ease or property, less 1/12 of the producer's |ease
expendi tures under AS 43.55.165 for the cal endar year
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applicable to that gas produced by the producer from
t hat | ease or property, as adj ust ed under
AS 43.55.170;

(F) gas produced during a nonth from | eases
or properties in the state that include |and north of
68 degrees North latitude is the gross value at the
poi nt of production of the gas taxable under
AS 43.55.011(e) and produced by the producer from
those |eases or properti es, less 1/12 of the
producer's |ease expenditures under AS 43.55.165 for
the calendar year applicable to the gas produced by
the producer from those |eases or properties, as
adjusted under AS 43.55.170; this subparagraph does
not apply to gas used in the state;

(G gas produced during a nonth from | eases
or properties in the state outside the Cook Inlet
sedinentary basin, no part of which is north of 68
degrees North latitude, is the gross value at the
poi nt of production of the gas taxable under
AS 43.55.011(e) and produced by the producer from
those |eases or properties, less 1/12 of t he
producer's |ease expenditures under AS 43.55.165 for
the calendar year applicable to the gas produced by
the producer from those |eases or properties, as
adjusted under AS 43.55.170; this subparagraph does
not apply to gas used in the state."

Renunber the followi ng bill sections accordingly.

Page 12, line 28, through page 13, line 11
Delete all material and insert:
"* Sec. 23. AS 43.55.011(p) is repeal ed.
* Sec. 24. The wuncodified law of the State of
Al aska i s anended by adding a new section to read:
TRANSI TI ON;  REGULATI ONS; PAYMENT OF TAX; FILING
OF REPORTS. If secs. 1, 4, 7, 10, 12, 15, and 18 of
this Act take effect, the Departnment of Revenue shal
adopt regulations providing for the paynent of tax and
the filing of reports required for the period in which
secs. 1, 4, 7, 10, 12, 15, and 18 of this Act are in
ef fect.
* Sec. 25. The wuncodified law of the State of
Al aska i s anended by adding a new section to read:
CONDI TI ONAL EFFECT OF SECS. 1, 2, 4, 5, 7, 8, 10,
12, 13, 15, 16, 18, 19, AND 23 OF TH S ACT; NOTICE
(a) Sections 1, 2, 4, 5, 7, 8, 10, 12, 13, 15, 16, 18,
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19, and 23 of this Act take effect only if secs. 21
and 22 of this Act take effect before April 29, 2010.

(b) The conm ssioner of revenue shall notify the
revisor of statutes of the date of the start of the
first binding open season for the project I|icensed
under AS 43.90 (Al aska Gasline Inducement Act).

* Sec. 26. The wuncodified law of the State of
Al aska is anended by adding a new section to read:

CONDI TI ONAL EFFECT OF SECS. 3, 6, 9, 11, 14, 17,
AND 20 OF THIS ACT; NOTICE. (a) Sections 3, 6, 9, 11
14, 17, and 20 of this Act take effect only if nore
than 1,500,000,000 cubic feet of natural gas a day
that is produced in the state is tendered for shipnent
through a natural gas pipeline project in the state to
a market in Canada or the 48 contiguous states, or to
a gas liquefaction facility in the state for shipnent
in a liquefied state by marine transportation to a
mar ket outside of the state.

(b) The comm ssioner of revenue shall notify the
revisor of statutes of the date that natural gas was
first tendered for shipnment under the circunstances
described in (a) of this section.

* Sec. 27. If secs. 1, 4, 7, 10, 12, 15, and 18 of
this Act take effect, they take effect April 29, 2010.

* Sec. 28. If secs. 2, 5, 8, 13, 16, 19, and 23 of
this Act take effect, they take effect on the first
day imediately following the date on which the open
season starts for the project |licensed under AS 43. 90.

* Sec. 29. |If secs. 3, 6, 9, 11, 14, 17, and 20
take effect, they take effect on the first day of the
month imrediately followwng the date on which the
condition in sec. 26(a) of this Act is net.

* Sec. 30. Except as provided in secs. 27 - 29 of
this Act, this Act takes effect immediately under
AS 01.10.070(c)."

8:43: 05 PM
ADJ QURNVENT
CO- CHAI R NEUMAN announced that the commttee was recessed to a

call of the chair at 8:43 p.m[SB 305 was left pending.] [This
neeti ng reconvened on April 11, 2010.]
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