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HOUSE BI LL NO. 247

"An Act relating to confidential information status and public
record status of information in the possession of the Departnent
of Revenue; relating to interest applicable to delinquent tax;
relating to disclosure of oil and gas production tax credit
information; relating to refunds for the gas storage facility
tax credit, the Iliquefied natural gas storage facility tax
credit, and the qualified in-state oil refinery infrastructure
expenditures tax credit; relating to the mininmumtax for certain
oil and gas production; relating to the mninum tax cal cul ation
for nmonthly installnent paynents of estimated tax; relating to
interest on nonthly installnment paynents of estimted tax;
relating to limtations for the application of tax credits;
relating to oil and gas production tax credits for certain
| osses and expendi t ur es; relating to limtations for
nontransferable oil and gas production tax credits based on oil
production and the alternative tax credit for oil and gas
exploration; relating to purchase of tax credit certificates
fromthe oil and gas tax credit fund; relating to a m ninmm for
gross value at the point of production; relating to |ease
expenditures and tax credits for nunicipal entities; adding a

definition for "qualified capital expendi ture"; adding a
definition for "outstanding liability to the state"; repealing
oil and gas exploration incentive <credits; repealing the
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l[imtation on the application of credits against tax liability
for |ease expenditures incurred before January 1, 2011,
repealing provisions related to the nonthly install nment paynents
for estimated tax for oil and gas produced before January 1,
2014; repealing the oil and gas production tax credit for
qualified capital expenditures and certain well expenditures;
repealing the calculation for certain |ease expenditures
applicabl e before January 1, 2011; meking conform ng anmendnents;
and providing for an effective date."

- HEARD & HELD
PREVI QUS COW TTEE ACTI ON
BILL: HB 247

SHORT TI TLE: TAX; CREDI TS; | NTEREST,; REFUNDS; O & G
SPONSOR(s): RULES BY REQUEST OF THE GOVERNOR

01/ 19/ 16 (H) READ THE FI RST TIME - REFERRALS
01/ 19/ 16 (H) RES, FIN

02/ 03/ 16 (H) RES AT 1:00 PM BARNES 124
02/ 03/ 16 (H) Heard & Hel d

02/ 03/ 16 (H) M NUTE( RES)

02/ 05/ 16 (H) RES AT 1:00 PM BARNES 124
02/ 05/ 16 (H) -~ MEETI NG CANCELED - -

02/ 10/ 16 (H) RES AT 1:00 PM BARNES 124
02/ 10/ 16 (H) Heard & Hel d

02/ 10/ 16 (H) M NUTE( RES)

02/ 12/ 16 (H) RES AT 1:00 PM BARNES 124
02/ 12/ 16 (H) Heard & Hel d

02/ 12/ 16 (H) M NUTE( RES)

02/ 13/ 16 (H) RES AT 1:00 PM BARNES 124
02/ 13/ 16 (H) -~ MEETI NG CANCELED - -

02/ 22/ 16 (H) RES AT 1: 00 PM BARNES 124
02/ 22/ 16 (H) Heard & Hel d

02/ 22/ 16 (H) M NUTE( RES)

02/ 24/ 16 (H) RES AT 1:00 PM BARNES 124
02/ 24/ 16 (H) Heard & Hel d

02/ 24/ 16 (H) M NUTE( RES)

02/ 25/ 16 (H) RES AT 8:30 AM BARNES 124
02/ 25/ 16 (H) Heard & Hel d

02/ 25/ 16 (H) M NUTE( RES)

02/ 25/ 16 (H) RES AT 1:00 PM BARNES 124
02/ 25/ 16 (H) Heard & Hel d

02/ 25/ 16 (H) M NUTE( RES)

02/ 26/ 16 (H) RES AT 1:00 PM BARNES 124
02/ 26/ 16 (H) Heard & Hel d
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02/ 26/ 16
02/ 27/ 16
02/ 27/ 16
02/ 27/ 16
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02/ 29/ 16
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03/ 02/ 16
03/ 02/ 16
03/ 02/ 16
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03/ 07/ 16
03/ 07/ 16
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03/ 08/ 16
03/ 08/ 16
03/ 08/ 16
03/ 09/ 16
03/ 09/ 16
03/ 09/ 16
03/ 11/ 16
03/ 11/ 16
03/ 14/ 16
03/ 14/ 16
03/ 14/ 16
03/ 14/ 16
03/ 14/ 16
03/ 14/ 16
03/ 16/ 16
03/ 16/ 16
03/ 18/ 16
03/ 18/ 16
03/ 19/ 16
03/ 19/ 16
03/ 19/ 16
03/ 21/ 16
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M NUTE( RES)

RES AT 10: 00 AM BARNES 124
Heard & Hel d

M NUTE( RES)

RES AT 1: 00 PM BARNES 124
Heard & Hel d

M NUTE( RES)

RES AT 6: 00 PM BARNES 124
Heard & Hel d

M NUTE( RES)

RES AT 1: 00 PM BARNES 124
Heard & Hel d

M NUTE( RES)

RES AT 1: 00 PM BARNES 124
Heard & Hel d

M NUTE( RES)

RES AT 6: 00 PM BARNES 124
Heard & Hel d

M NUTE( RES)

RES AT 1: 00 PM BARNES 124
Heard & Hel d

M NUTE( RES)

RES AT 6: 00 PM BARNES 124
Heard & Hel d

M NUTE( RES)

RES AT 1: 00 PM BARNES 124
Heard & Hel d

M NUTE( RES)

RES AT 1: 00 PM BARNES 124
Heard & Hel d

M NUTE( RES)

RES AT 1: 00 PM BARNES 124
-- MEETI NG CANCELED - -
RES AT 1: 00 PM BARNES 124
Heard & Hel d

M NUTE( RES)

RES AT 6: 00 PM BARNES 124
Heard & Hel d

M NUTE( RES)

RES AT 1: 00 PM BARNES 124
Schedul ed but Not Heard
RES AT 1: 00 PM BARNES 124
Schedul ed but Not Heard
RES AT 1: 00 PM BARNES 124
Heard & Hel d

M NUTE( RES)

RES AT 1: 00 PM BARNES 124
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03/ 21/ 16 (H) Heard & Hel d

03/ 21/ 16 (H) M NUTE( RES)

03/ 21/ 16 (H RES AT 6: 00 PM BARNES 124
03/ 21/ 16 (H) -~ MEETI NG CANCELED - -

03/ 22/ 16 (H RES AT 1: 00 PM BARNES 124
03/ 22/ 16 (H RES AT 6: 00 PM BARNES 124

W TNESS REG STER

SUSI E SHUTTS, Attorney

Legi sl ati ve Legal Counsel

Legi sl ative Legal and Research Services
Legi slative Affairs Agency

Al aska State Legislature

Juneau, Al aska

POSI TI ON  STATEMENT: Answered questions related to
anendnents to the proposed conmttee substitute for
Version P

RENA DELBRI DGE, St af f

Representati ve M ke Hawker

Al aska State Legislature

Juneau, Al aska

PCSI TI ON  STATEMENT: Answered questions related to
amendnents to the proposed conmttee substitute for
Version P

KEN ALPER, Director

Tax Divi sion

Depart ment of Revenue (DOR)

Juneau, Al aska

PCSI TI ON  STATEMENT: Answered questions related to
amendnents to the proposed conmttee substitute for
Version P

EM LY NAUVAN, Attorney, Legislative Legal Counse
Legi sl ative Legal and Research Services

Legi slative Affairs Agency

Al aska State Legislature

Juneau, Al aska

PCSI TI ON  STATEMENT: Answered questions related to
anendnents to the proposed conmttee substitute for
Version P

M CHAEL HURLEY, Director

Government Rel ations and Conmunity Affairs
ConocoPhi |l I'i ps Al aska, Inc.
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Anchor age, Al aska

PCSI TI ON  STATEMENT: Answered questions related to proposed
anendnents to the proposed conmttee substitute for HB 247,
Version P

MARY HUNTER CGRAMLI NG Assistant Attorney General

Nat ural Resources Section

Cvil Division (Juneau)

Depart ment of Law (DQOL)

Juneau, Al aska

POSI TI ON  STATEMENT: Answered questions related to proposed
anendnents to the proposed conmittee substitute for HB 247,
Ver si on P.

ACTI ON NARRATI VE

6: 02: 04 PM

[COCHAIR BENJAM N NAGEAK called the House Resources Standing
Commttee nmeeting to order at 6:02 p.m Representatives Seaton
Josephson, Tarr, Herron, Chenault (alternate), Johnson, d son,

Tal eri co, and Nageak were present at the call to order.]

HB 247- TAX; CREDI TS; | NTEREST; REFUNDS; O & G

6: 02: 06 PM

[ CO- CHAI R NAGEAK announced that the only order of business is
HOUSE BILL NO 247, "An Act relating to confidential information
status and public record status of information in the possession
of the Departnent of Revenue; relating to interest applicable to
delinquent tax; relating to disclosure of oil and gas production
tax credit information; relating to refunds for the gas storage
facility tax credit, the liquefied natural gas storage facility
t ax credit, and the qualified in-state oil refinery
infrastructure expenditures tax credit; relating to the m ni num
tax for certain oil and gas production; relating to the m ninmm
tax calculation for nonthly installnment paynents of estinmted
tax; relating to interest on nonthly installnent paynents of
estimated tax; relating to limtations for the application of
tax credits; relating to oil and gas production tax credits for

certain losses and expenditures; relating to linmtations for
nontransferable oil and gas production tax credits based on oil
production and the alternative tax credit for oil and gas

exploration; relating to purchase of tax credit certificates
fromthe oil and gas tax credit fund; relating to a mninmm for
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gross value at the point of production; relating to |ease
expenditures and tax credits for nunicipal entities; adding a
definition for "qualified capital expendi ture"; adding a
definition for "outstanding liability to the state"; repealing
oil and gas exploration incentive <credits; repealing the
limtation on the application of credits against tax liability
for |ease expenditures incurred before January 1, 2011,
repealing provisions related to the nonthly installnment paynents
for estimated tax for oil and gas produced before January 1,
2014; repealing the oil and gas production tax credit for
qualified capital expenditures and certain well expenditures;
repealing the calculation for certain |ease expenditures
applicabl e before January 1, 2011; nmeking conform ng anmendnents;
and providing for an effective date."]

[Before the commttee was the proposed comm ttee substitute (CS)
for HB 247, Version 29-GH2609\ P, Shutts, 3/18/16, adopted as the
wor ki ng document on 3/19/16.]

[During this hearing, amendnents to Version P of HB 247 were
di scussed or adopted. Because of their length, the |[|onger
amendnents are found at the end of the mnutes for this bill.
The shorter anmendnents are included in the nain text.]

6: 02: 14 PM

REPRESENTATI VE JOSEPHSON noved to adopt Anendnent 17, |abel ed
29- GH2609\ P. 4, Shutts, 3/19/16, which read:

Page 3, line 10:
Del ete "t hree"
Insert "five [ THREE]"

CO CHAI R TALERI CO obj ected to the anmendnent.

CO CHAIR NAGEAK objected to the amendnent for the purpose of
di scussi on.

REPRESENTATI VE SEATON supported Amendnent 17, stating that a 3
percent interest rate [above the Federal Reserve rate] is too
| ow, 7 percent is too high, and 5 percent seens about right.

6: 03: 02 PM
REPRESENTATI VE JOSEPHSON expl ai ned Anendnent 17. He said the 11

percent interest rate under Al aska's C ear and Equitable Share
(ACES) [House Bill 2001, passed in 2007, Twenty-Fifth Al aska

HOUSE RES COW TTEE - 6- March 22, 2016



State Legislature] was excessive. However, he continued, an
opportunity cost is at issue here as well as a sovereignty
di scussion to sone degree. According to the Tax Division
director, he related, the administration's goal [under HB 247]
was to strike an interest rate that was closer to what the
permanent fund m ght earn. Amendnent 17 proposes |ess than that

and is still a friendly industry rate, that is the state could
make nore with its own noney doing sonething else than it would
receive in interest. Representative Josephson recalled the

commttee's earlier discussion [during its 1:00 p.m hearing on
HB 247] about what the law calls "scienter,” which basically
nmeans what is in soneone's m nd when thinking about not paying a
liability and whether it is an honest dispute or sonmeone trying
in his/her mnd to say he/she could turn this into an honest
di spute. He said he is not going to go there, but posited that
both sides are obviously very aware of the interest rate. He
offered his agreenent that the statute of limtations, an issue
that has cone up in regard to the interest rate, needs to be
rectified by the state because it would help the industry and be
fair. But at the sanme time, he continued, the statute of
l[imtations is a very nuch black or white kind of |aw [ The
proposed interest rate in] Amendnent 17 woul d be sonewhat fairer
wi t hout being as excessive as was the ACES nunber. Five percent
is not punitive, it is a fair conprom se nunber, and it stil
recogni zes the proper place of the industry in the state.

6: 05: 50 PM

CO- CHAIR TALERICO noted that in his many discussions with Co-
Chair Nageak it was recognized that the 12th Federal Reserve
District is a variable rate based off the commercial banking
| oans that the Federal Reserve will make and is sonething over
which the state has no control. He pointed out that the
interest rate would be the Federal Reserve rate plus 3 percent.
The rate is variable and can change at any tine, so what is
really being |ooked at is a rate that soneone else sets plus 3
percent on top of that. He said he is opposed to Anendnent 17
because of the variability in that rate and the state's |ack of
control over that rate.

REPRESENTATI VE TARR of fered her support for Amendnent 17. She
said she appreciates the comments about the variable rate and
the state having little control over that, but noted that it is
cheaper to borrow noney with the low rates. Anmendment 17 tries
to strike the balance between what kind of opportunities are
provided at these different interest rates and consideration

HOUSE RES COW TTEE -7- March 22, 2016



must be given as to whether the state would earn nore if those
dollars were invested in the state's accounts.

6: 08: 04 PM

REPRESENTATI VE JOSEPHSON concl uded his explanation of Anendnent
17. In regard to the co-chairs' discussion of the Federal
Reserve, he said the Tax Dvision director previously stated
that the interest rate is two-way. So, to the extent that the
truth is found through the hearings process when there is a
contest, both the industry and the state are risking equally.

If the rate varies it could inpact the state as well if the
state does not have a legitimte position. He understood that
when a settlenent is achieved it usually wll also settle the

interest rate, so that when there is a neeting of the mnds in a
settlenment over a disputed issue related to these conplicated
tax formulas, they will also generally settle the interest rate.

6: 09:41 PM
CO- CHAI R TALERI CO nuai nt ai ned his objection to Anendnent 17.

A roll call vote was taken. Represent ati ves Seaton, Josephson,
Tarr voted in favor of Anmendnent 17. Representati ves Herron,
Chenaul t, Johnson, O son, Talerico, and Nageak voted against it.
Therefore, Anendnment 17 failed by a vote of 3-6.

6:10: 30 PM

REPRESENTATI VE JOSEPHSON noved to adopt Anendnent 18, |abel ed
29- GH2609\ P. 28, Nauman/ Shutts, 3/21/16. [ Avendment 18 is
provi ded at the end of the m nutes on HB 247.]

CO CHAI R TALERI CO obj ected to the anmendnent.

REPRESENTATI VE JOSEPHSON expl ai ned Amendnent 18, noting that in

virtually every hearing the subject cane up of trying to invest
state dollars in plays or developnents that are a better bet

t han ot hers. He said Amendnent 18 would add a requirenment for
receiving credits that a conpany nust show in advance that a
project is not feasible wthout the credit. He recalled
nunmerous oil and gas conpanies telling the commttee that
without the well |ease expenditure [credit] or the qualified
capital expense credit they mght go out of business and be
forced to |eave Al aska. If that is true, then instead of
repealing these credits altogether Anendnent 18 would provide
for credits when necessary. By July 1 of the year before the
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credit is to be claimed a conpany nust denonstrate to the
commi ssioner of the Departnent of Revenue (DOR), who would then
consult with the commssioner of the Departnent of Natural
Resources (DNR), and together they wuld find that the
activities qualifying as a well |ease expenditure (WE) or a
qualified capital expenditure (QCE) are economcally infeasible
wi thout the credits. He conceded that this |aw would probably
need sone regulations to acconpany it, but that if a project is
feasible without the credits then it is feasible w thout the
credits. For exanple, this cane up in the Cael us Energy Al aska,
LLC, decision on royalty relief and in the Agrium Inc. dispute,
in which he took Agriums position as well as Caelus's. When
there was sone vetting and the case was nade that it was not
econom cal wi thout state assistance, the state saw the w sdom of
assisting and that, he said, is what Arendnent 18 is about.

6: 12: 54 PM

REPRESENTATI VE TARR supported Amendment 18. She said it would
provide an opportunity to be nore careful and thoughtful in how
these credits are applied so the state does not find itself
investing in projects that do not conme to fruition and are
costly to the state's unrestricted general fund.

CO CHAIR TALERI CO expressed his concern that it wuld be
cunmbersone to the conpany trying to identify a credit a year in
advance as well as to the conmssioner trying to nake a
feasibility judgenment on that particular credit. He requested
t he anendnent sponsor to explain how this would function, saying
this mght be a detrinent to doing as much work as possi bl e.

REPRESENTATI VE JOHNSON said the difficulty he sees is having the
two comm ssioners get together with no end date, because w thout
an end date the commssioners could run a project out of
business by not neeting. Wthout a required deadline for
approval or disapproval the conmmi ssioners could deny it by not
neeti ng. He argued that this would put a lot of responsibility
for the state's resources in the hands of two individuals.

6:15:54 PM

REPRESENTATI VE JOSEPHSON concl uded his expl anation of Anendnment
18. He nmintained that Amendnent 18 does |l ay out sonething of a

schedul e on [page 1], lines 14-15. He said the anendnent would
result in nore economc analysis of a project so there is not
this bl anket approval that has been going on and that wll next

year result in $825 million of additional outlay [by the state]
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that is wthout discretion, it just happens. VWiile this
description mght be a little different for exploration credits,
he added, it is nostly not different and for that reason he is
of feri ng Anendnent 18.

6:16: 51 PM

CO- CHAI R TALERI CO nai nt ai ned his objection to Anendnent 18.

A roll call vote was taken. Representatives Tarr and Josephson
voted in favor of Anmendnent 18. Representatives Herron
Chenaul t, Johnson, d son, Seaton, Talerico, and Nageak voted
against it. Therefore, Anendnent 18 failed by a vote of 2-7.
6:17: 45 PM

REPRESENTATI VE JOSEPHSON noved to adopt Anmendnent 19, | abeled
29- GH2609\ P. 49, Shutts, 3/21/16, which read:

Page 8, line 23:
Del ete " $200, 000, 000"
| nsert "$75, 000, 000"

Page 8, line 23, follow ng "person":
I nsert "for each | ease"

Page 8, line 31:
Del ete "$200, 000, 000"
| nsert "$75, 000, 000"

CO CHAI R TALERI CO obj ected to the anmendnent.

REPRESENTATI VE JOSEPHSON expl ai ned Amendnent 19, recalling that
yesterday M. Al per reported that there have been 6 instances of

a conpany having received nore than $100 nmillion since the
credit system began in about 2007, and 11 instances of a conpany
having received between $50 mllion and $100 nmillion, for a
total of 17 instances exceeding $50 million. This is part of
the concern he has generally, he said. If the state was making
$10-$12 billion per year in production revenue as it did in
2009, 2010, and 2011, and maybe 2012, then all things would be
possi bl e and affordabl e. However, the new spring forecast is
for a $1.5 billion deficit and this is on top of the state's
other deficit of about $3.5 billion. The committee substitute
spans two years of spring forecast. The new $1.5 billion
deficit means the tax credits really need to be reined in.
Amendnent 19 is an effort to strike sone conprom se. The
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conmittee has di scussed how $200 million could be a problemin a
situation like Armstrong Ol & Gas Inc.'s Pikka Unit. At [the
commttee's 1:00 p.m hearing today] it was identified that the
$200 mllion theoretically would not be capped for certain
credits that are wunlikely to apply for repurchase, such as
refineries, gas storage [facilities], and [liquefied natural gas
(LNG storage facilities]. Al though the $200 million cap is
sonmet hing, he said, it is not very limting and for that reason
he is offering Anmendnent 19.

6: 20: 26 PM

REPRESENTATI VE JOHNSON expressed his concern with Anendnent 19,
saying he is perplexed in that there are a ot nore |eases than
there are conpanies. [By using the word "lease"], a conpany
holding nultiple leases could get to the $75 mllion cap
multiple times, as opposed to per conpany which would only be
once. He asserted that using the word "lease" would open this
up to a very large potential drain of noney.

CO- CHAI R TALERI CO nuai nt ai ned his objection to Anendnent 19.
6:21: 45 PM

REPRESENTATI VE JOSEPHSON concl uded his explanation of Amendnent
19, stating that unless there was a drafting error the intention
here is a way of saying the entire lease will only enjoy $75
mllion. As witten, Version P would prohibit a single conpany
from breaking into, say, five little conpanies with each getting
$200 mllion, making this a $1.2 billion problem However,
Version P would not solve the problem of partnering. Dr awi ng
attention to the CS, page 8, line 23, he explained that wth
Anmendnent 19 the CS would say a $75 million limt for the entire
| ease in one unit, presumably.

REPRESENTATI VE TARR requested it be confirned that Amendnment 19
is drafted as stated by the sponsor.

SUSI E SHUTTS, Attorney, Legislative Legal Counsel, Legislative
Legal and Research Services, Legislative Affairs Agency, Al aska

State Legislature, replied she would read Anmendnent 19, |ines 5-
6, to be from a person for each |ease. So, she continued, "a
| ease could have nore than one person that ... has a tax credit

certificate purchased, but it would be each person for one |ease
would be limted."

6: 23: 50 PM
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REPRESENTATI VE SEATON, regarding the explanation by M. Shutts
stated that units are conposed of nultiple |eases. So, with the
termnology that is had, this could be nultiple applications if
there were 20 leases in an area that was one field being
devel oped. He requested Ms. Shutts to confirmif he is correct.

M5. SHUTTS responded, "Yes, this would only be a limtation per
person per |ease."

REPRESENTATI VE CHENAULT noted that |eases can be nmade up of many
| eases inside a field. So, he surmised, if he was John Q Q|
Conmpany and he owned 10 l|eases inside a field he would be
eligible for up to 10 credits if he chose to take them that way.
He asked whether his interpretation is correct.

MS. SHUTTS answered correct, it would be per lease. So if there
were 10 | eases, then a person would only be limted for the $200
mllion anount per | ease.

REPRESENTATI VE CHENAULT therefore surm sed he could be eligible
for up to $2 billion.

M5. SHUTTS replied correct, nothing in Anmendnment 19 would
prohi bit that. It would just be a limtation per lease and if
t he person was ot herw se eligible.

REPRESENTATI VE JOHNSON i nquired whether a | ease can be held by a
part nershi p.

MS. SHUTTS responded that she was unsure.

REPRESENTATI VE JOHNSON remarked that Representative Chenault's
question is germane, but if there were partners in a l|lease it
could be multiplied tines two or three, and if there were three
partners in each of those |eases as described by Representative
Chenault, it could be a huge anount. He said he opposes
Amendnent 19 due to this and the lack of clarity.

6:27: 09 PM
REPRESENTATI VE JOSEPHSON i nquired whether the conmttee would

entertain an anendnent to Anendnent 19 that would read on line 6
of the anmendnent "for each | ease or property".
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REPRESENTATI VE JOSEPHSON wit hdrew Anendnment 19 upon committee
menbers expressing their disapproval of this proposed anmendnent
to Anmendnent 19.

6: 27: 44 PM

REPRESENTATI VE TARR noved to adopt Anmendnent 20, |abeled 29-
GH2609\ P. 37, Shutts, 3/21/16, which read:

Page 8, line 23:
Del ete "$200, 000, 000"
| nsert "$100, 000, 000"

Page 8, line 31:
Del et e " $200, 000, 000"
| nsert "$100, 000, 000"

CO- CHAI R TALERI CO obj ected to the amendnent.

REPRESENTATI VE TARR expl ai ned Amendnent 20. She noted that the
adm ni stration brought forward HB 247 to |ook at what the state
could afford and sustain. The substantially smaller cap of $25
mllion considered in the original version of the bill would
have had a substantial fiscal inpact in the near term She said
she is concerned that the $200 million [proposed in Version P]

is such a large anount. While a big devel opnent is hoped for,
the state could find itself in the position where it cannot
reasonably afford the credits. If the state cannot afford this

today and it is known the state likely cannot afford those kind
of nunbers in the next few years, does the state put itself in
the sane potential for a difficult situation where those would
have to be carried over to a future year, causing an unintended
consequence of actually deterring devel opnment? She said she
wants to ensure the state has a reasonable nunber that it can
afford that does not result in fiscal years where the state
woul d be unable to fully pay that commtnment and would have to

roll it forward, creating a potential ripple effect on
investnent. Wile $100 million may not go very far in the world
of oil devel opnent on the North Slope, she said it is still nuch
nore generous than the $25 mllion cap in the original bill.

She posited that this is one of the areas where the public m ght
be nost critical of nenbers' actions.

6:31:16 PM

REPRESENTATI VE SEATON stated he is definitely of the opinion
that $200 mllion is too high. However, he continued, better
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solutions will be comng up in the anendnent process and for
this reason he is opposed to Anendnent 20.

REPRESENTATI VE JOHNSON recalled that $200 million was put in to
protect the state against an outlier, an elephant field that
could be billions of dollars. Whet her $200 million or $100
mllion is the right nunber he does not know, but it serves the
pur pose of keeping the state out of a huge billion dollar plus
ltability that would happen if there was another Al pine field.
He said he would like to send the commttee substitute to the
House Finance Conmttee for that commttee to determ ne whether
$200 mllion is the right nunber.

6: 32: 33 PM

REPRESENTATI VE TARR concl uded her explanation of Anendnent 20.
She expressed her concern that the House Finance Committee wl
not have the time to delve deeply into the bill with only 26
days left in the session. She offered her hope that the House
Finance Commttee is watching the conversation of this commttee
and will be able to get up to speed quickly. While she does not
want to deter developnent, she is having a hard time |ooking
forward should it continue being a fiscal inpact of $600 mllion
or nore and how the state will be able to afford that relative
to other essential state services. |If the state finds itself in
the situation where it cannot, and sonmething nust be done I|ike
what was done with the [governor's] veto |ast year, then the
state may end up shooting itself in the foot. She said she
worries about the state getting in over its head and continuing
to stay there.

6: 33: 56 PM

CO- CHAI R TALERI CO nmuai nt ai ned his objection to Anmendnent 20.

A roll call vote was taken. Represent ati ves Josephson and Tarr
voted in favor of Amendnent 20. Representatives Herron
Chenaul t, Johnson, d son, Seaton, Talerico, and Nageak voted
against it. Therefore, Anendnment 20 failed by a vote of 2-7.

6: 34: 48 PM

REPRESENTATI VE JOSEPHSON w thdrew Amendnent 21, |abeled 29-
GH2609\ P. 56, Shutts, 3/21/16, but stated he still has concerns
about the outstanding liability issue.

6:35:21 PM
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REPRESENTATI VE TARR noved to adopt Anmendnment 22, |abeled 29-
GH2609\ P. 38, Shutts, 3/21/16. [ Arendnent 22 is provided at the
end of the mnutes on HB 247.]

REPRESENTATI VE OLSON obj ected to the anendnent.
CO- CHAI R TALERI CO obj ected to the anmendnent.

REPRESENTATI VE TARR expl ained that instead of adjusting the cap
from $200 million to $100 mllion, Amendnment 22 would keep the
earning potential of $200 mllion but wuld Iimt the use
potential to $100 million in any calendar year and anything in
excess of $100 million would roll over to the follow ng cal endar
year. She reiterated her concern over the state's ability to
realistically afford an annual credit cost in the range of $600
mllion or nore. She said Anmendnent 22 is an attractive option
because, given it would take a very substantial project to be
earning at that level, the frequency at which it would happen
will be limted and it is known fromthe nodeling that this type
of big spend is only going to be in [a project's] early years
during build out. Under the amendnent there would not be a tine
limt if it rolled over to the next calendar year because it
would be unlikely it would continue for an extended period of
time and would correct itself within a window of a few years
after that. Thus, the extraordinarily generous cap of $200
mllion per year would remain under Anmendnment 22, but would be
limted to the use of $100 mllion per year as way to honor the
earning of the credits while considering the state's near-term
financi al outl ook.

6: 38: 03 PM

REPRESENTATI VE SEATON understood Anmendnent 22 would limt the
amount of credit a conpany could earn in a year to $200 nillion
no matter how nuch the conpany spends.

REPRESENTATI VE TARR confirned that that is correct.

REPRESENTATI VE CHENAULT asked whether Anmendnment 22 would be
diluting the value of the tax credits in a given year.

REPRESENTATI VE TARR replied she does not see it in that way. In
cases where there is transferability it would have the potential

to have sonmewhat of an inpact there because of the limt. But ,
that is true of all the other credits if the transferability
option is used, so this would not be unique. The conpanies
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woul d have the certainty that they can earn that |arge anount
but also there would be a limt. According to the nodeling,
there would be a two or three year period where a conpany would
earn like that; once out of the major build years the conpany
would get into nuch lower credit earning scenarios where it
woul d quickly be able to roll those over into the next cal endar
year and would retain the value of the credit.

REPRESENTATI VE CHENAULT surm sed the conpany would be able to
stack those credits. He said he is concerned that if the earner
only gets 50 cents on the dollar for the tax credit and it is
sold to soneone else, then the incentive is not really neeting
what the desire was for it to do.

REPRESENTATI VE TARR responded that there would be the limtation
in statute, but it would be the conpany's choice whether to
transfer the credits. Shoul d the conpany choose not to use the
transferability option it would retain 100 percent, $1 would be
$1, it just would be carried over to a credit earned in the
foll ow ng year. Because the $200 million cap is so substantia
it would, she allowed, sort of have the unintended consequence
t hat Representative Chenault m ght be suggesting.

6:41: 33 PM

REPRESENTATI VE OLSON asked whether the nodel referred to by
Representative Tarr was distributed to nmenbers.

REPRESENTATI VE TARR replied she has many pages of nodels that
the [ Departnent of Revenue] prepared for the commttee.

REPRESENTATI VE OLSON requested Representative Tarr to copy and
di stribute the nodel she is referring to.

CO CHAI R TALERI CO nuai nt ai ned his objection to Anendnent 22.

REPRESENTATI VE TARR requested an at-ease so she could provide a
copy of the nodeling.

6:42: 40 PM
The commttee took an at-ease from6:42 p.m to 6:47 p. m
6:47:11 PM

REPRESENTATI VE TARR noted the nodeling in question was in the
Department of Revenue's (DOR) 2/24/16 presentation entitled,
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"Addi tional Modeling and Scenario Analysis - Part 2," on slides
27 through about 39 regarding field assunptions for 750 mllion
barrels of oil. These slides show the exanple of peak years
that mght butt up to the $200 mllion cap and also show it
would be a limted period of tine of about two or three years in
whi ch those would be rolled over, and then it would be clear.

6:48: 20 PM
CO- CHAI R TALERI CO nuai nt ai ned his objection to Anendnent 22.

A roll call vote was taken. Represent ati ves Josephson and Tarr
voted in favor of Amendnent 22. Representatives Seaton
Johnson, O son, Talerico, Nageak, and Herron voted against it.
Therefore, Anendnment 22 failed by a vote of 2-6.

6:49: 17 PM

REPRESENTATI VE JOSEPHSON w thdrew Amendnent 23, |abeled 29-
GH2609\ P. 23, Shutts, 3/20/16.

6: 49: 43 PM

REPRESENTATI VE TARR noved Anendnent 24, |abeled 29-GH2609\ P. 39
Shutts, 3/21/16, which read:

Page 18, line 9, following "legislators":
Insert "and nust include nenbers of the majority
and mnority caucuses”

CO CHAI R TALERI CO obj ected to the anmendnent.

REPRESENTATI VE TARR expl ai ned Amendnent 24. She pointed out she
has worked wth a few pieces of legislation that provided for
task forces or working groups and the |anguage was sonetines
very prescriptive on who the nenbers would be. The provision
[in Version P] is not quite as prescriptive and |leaves it nore
to the discretion of the co-chairs [of the proposed |egislative
wor ki ng group] . It is inportant to work together in a bi-
parti san way through the Cook Inlet working group, she stressed.
Making this mnor inprovenment to that working group structure
would be inportant for working together, sonething that 1is
appreci ated by the public.

6:51: 09 PM
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REPRESENTATI VE HERRON stated it is not critical, but he thinks
the speaker and the president should be consulted on the
appoi ntnents of the nenbers by the co-chairs.

REPRESENTATI VE JOHNSON said every task force and commttee that
he has been associated with has had representation from the
majority and the mnority, and he would anticipate that to
cont i nue. He said he will support the anmendnent, but qualified
that he does not think it is needed.

6:52:29 PM

REPRESENTATI VE JOSEPHSON referred to page 18 of Version P and
said he thought Ms. Del bridge stated during introduction of the
CS that interested nenbers of the mnority caucus would be
represented through the president and the speaker and there
woul d not be a place at the table for mnority caucus nenbers.

RENA DELBRI DGE, Staff, Representative M ke Hawker, Al aska State
Legislature, replied she does not know that that is what she
sai d. She recalled Representative Tarr had a question as to
whether mnority and majority nenbers would be engaged and that
she had offered her belief that the co-chairs had indicated in
drafting the CS that they fully intended that everyone in the
legislature is able to participate in a group like this. The
only prescription is that the group would be led by two co-
chairs, one appointed by the President of the Senate and one
appoi nted by the Speaker of the House, and those co-chairs would
appoi nt the nenbers of the |egislative working group.

6: 53: 50 PM

REPRESENTATI VE JOSEPHSON supported Amendnent 24, saying that the
Senat e working group worked very inpressively. There was a role
by the mnority caucus and it was filled by Senator
W el echowski . Everyone was very respectful and a good docunent
was produced on 12/1/15.

CO CHAIR NAGEAK comrented he thinks this body is as respectfu
as the other body.

REPRESENTATI VE JOSEPHSON said that is his point.
REPRESENTATI VE JOHNSON qui pped that the Senate was not that
respectful because there were no House nenbers on that Senate

wor ki ng group and upon asking the House was told it would not be
on the group.
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REPRESENTATI VE CHENAULT noted it was stated earlier that efforts
have been nmade to try to include mnority nenbers in any task
force and he does not see that changing. | f Amendnment 24 nakes
the mnority nore confortable, he said, then he will support it.

6: 55: 08 PM

REPRESENTATI VE TARR concl uded her explanation of Anmendnent 24,
stating it would give her constituents an idea that |egislative
menbers are going to work together on this, which would be a
positive thing during these challenging tines.

CO- CHAI R NAGEAK said he thinks there has been fairness and that
that will conti nue.

6: 55:46 PM
CO- CHAI R TALERI CO renpoved his objection to Anmendnent 24.

REPRESENTATI VE JOHNSON objected in order to put the vote on the
record.

A roll call vote was taken. Representatives O son, Seaton,
Josephson, Tarr, Herron, Chenault, Johnson, Talerico, and Nageak
voted in favor of Amendnment 24. Therefore, Amendnent 24 passed
by a vote of 9-0.

6: 56: 47 PM

REPRESENTATI VE JOSEPHSON wi thdrew Amendnent 25, |abeled 29-
GH2609\ P. 9, Nauman, 3/20/16, stating it is redundant of another
amendnent .

6:57: 05 PM

REPRESENTATI VE TARR noved to adopt Anendnent 26, |abeled 29-
GH2609\ P. 40, Naunman/ Shutts, 3/21/16. [ Anvendnment 26 is provided
at the end of the mnutes on HB 247.]

CO- CHAI R TALERI CO obj ected to the amendnent.

6:57: 15 PM

REPRESENTATI VE TARR expl ai ned Amendnent 26. She noted that the

original version of HB 247 included a couple of provisions about
making information nore available to the public. She said
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anot her anendnent will be forthcomng to address getting at nore
detailed information related to tax records while being clear
not to violate any Internal Revenue Service (IRS) rules or
antitrust laws. Anendnment 26, however, is nuch nore generic in

appl i cation. She pointed out that page 2, lines 3-10, of the
amendnent are very simlar to the provision in the governor's
original bill, although the format in the anendnment is slightly
different. It is basically the same request for the nane of the

person claimng the <credit, the aggregate anount for the
cal endar year, and a brief description to give the Alaska public
a better understanding of how things are going. This has the
potential to support the work that is trying to be acconplished
with the credits, she posited. For exanple, in conversing with
nei ghbors she has noticed that they do not have the opportunity
to hear the lengthy conversations that take place in this
building and in some ways there may be m strust that nmay not be
war r ant ed. Sharing this information with the public in a |ega
way, while still protecting the conpanies, could help bridge
that gap and help people understand nore. It even has the
potential for people to think that nore should be done because
these investnents are what is leading to this activity and job
growt h and new opportunities can be seen.

6:59:40 PM

REPRESENTATI VE JOSEPHSON supported Amendnment 26, saying he wants
to echo what was said by Representative Tarr. The cost of the
credits is under $700 million this year and is projected to be
under $900 mllion next year, he said. As this cost grows, his
constituents are going to be asking nore and nore about what
[the state] is doing and what [the state] is getting for what it
is doing. He maintained there is a way to disclose the nanes of
conpani es, their aggregate anounts, and the description of their
activities wthout disclosing proprietary information that would
violate the I RS code. [ The credits] have becone such a nassive
part of the state's portfolio, third after education and
heal thcare, so that the questions from constituents wll grow,
not lessen, and they are entitled to know what they are
investing in. Thus, Amendnent 26 is very inportant.

7:01: 04 PM
REPRESENTATI VE SEATON requested M. Alper be allowed to address

Amendnent 26 and whether DOR would be able to put forward this
i nformati on wi thout disclosing taxpayer information.
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REPRESENTATI VE TARR noted that the |anguage in Amendnent 26
conmes from Section 8, page 4, lines 25-29, of the original bil
and she therefore surm sed that the provision was done right.

KEN ALPER, Director, Tax D vision, Departnment of Revenue (DOR),
responded that the structure of Amendnent 26 is different, the
| egislative drafting put in nunbers 1, 2, and 3, but the content
of what is being asked for is identical to that in Section 8 of
the admnistration's original bill. A concern was raised that
if the [net] operating loss credits are released it mght in
fact be disclosing confidential taxpayer information. However

that is no longer an issue because the [qualified capital
expenditure] credit has been retained at |east for the next five
years, so DOR thinks that is less of a problem because there is
going to be a blended set of information. Bringing attention to
[ page 2 of Anendnent 26], line 8, exenption to the credit in AS
43.55.024(j), he noted that this is the per-barrel credit. He
expl ai ned that everyone knows how many barrels were produced and

everyone knows what the price of oil is nore or less, so there
can be a back-in to what people got. |f the per-barrel credits
received by a conpany are disclosed, it would be possible to
tell how much a conpany received for its oil, which mght be

perceived to be a way of backing-in to the conpany's revenue.
[ The departnent] did its best to restrict this, but the goal is
to make nore information available related to these credits.

7:03: 33 PM

CO CHAI R TALERI CO expressed his concern with page 2, line 7, of
Amendnent 26, which states, "a description of the taxpayer's
activities" and line 9, which states, "the aggregate anount of
credits”. He said "the taxpayer's activities" sounds to him
like proprietary information for the operations of what these
folks do on a regular basis and he thinks that they are pretty
sensitive to that information to operate their business, and
therefore it is ared flag to him

REPRESENTATI VE SEATON requested DOR be allowed to state the
meani ng of "taxpayer's activities that generated the credits".
For exanple, whether that description is neaning North Slope
activity or particular well |ease activity.

CO CHAI R NAGEAK said his understanding is that "a description of
t he taxpayer's activities" would nmean anyt hi ng.

MR. ALPER reiterated that the |anguage in Anmendnent 26 is al
but identical to that proposed in the original bill. He said he
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therefore he is confortable speaking to what the intent was when
proposing the original bill and it is a nmuch nore general sense
of activities, such as "we drilled an exploration well in XYZ
Unit in the nonths of My through Septenber or sonething.”
There is no desire for a detailed sense of the mnute-to-m nute

or what the detailed project was. That is the sort of thing
that he would be anmenable to nore restrictive |anguage or that
DOR would resolve in the regulatory process. The depart nment

only wants to be able to give the type of information to give
the public the sense as to where the people's nbney is going
for exanple, a credit was provided towards an exploration
project or a drill pad or sinply that there was an operating
| oss for overall North Slope activities.

REPRESENTATI VE JOHNSON stated he has the utnobst confidence in
this admnistration and in M. Alper, but future adm nistrations
m ght view that |anguage as opening the door to anything. The
committee is hopefully coming up with a docunent that is durable
and will not need to be revisited, he continued, and therefore
he cannot support Anendnent 26 as it stands.

7: 06: 58 PM

REPRESENTATI VE TARR concl uded her explanation of Anendnent 26.
She reiterated that there were parts of the original bill she
liked and that is what she worked from She said her thought in
keeping this a little nore generic was to be nore succinct in
the statute and let the regulations be nore descriptive, and
suggested it my be slightly nore generic than what M. Al per
sai d. G ven her constituents would like to better understand
expl oration, developnent, and production activities, and their
associated costs, she said it could be positive because many
times during budget conversations people are shocked at the cost
of things. These devel opnents are very expensive and this
proposed provision could have the inpact of people having a much
better understanding and why the state being a co-investor m ght

be necessary even in tough budget tines. The good thing about
leaving it a little nore generic in the statute and relying on a
regul atory process is all the people who do this work

professionally then would have the opportunity to work with DOR
to define in nore detail what that would nean. Everybody woul d
have the chance to weigh in through the public coment period
and that would be the better way to inform the departnent and
come up with the detailed |anguage that would outline what
informati on would beconme public. She said her thought is that
it would be a coupl e-page docunment, sonething that is easy for
people to | ook at.
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7:09: 11 PM
CO CHAI R TALERI CO numi nt ai ned his objection to Anendnent 26.

A roll call vote was taken. Represent ati ves Josephson, Tarr,
and Seaton voted in favor of Anmendnment 26. Represent ati ves
Herron, Chenault, Johnson, dson, Talerico, and Nageak voted
against it. Therefore, Anendnent 26 failed by a vote of 3-6.

7:10:11 PM

REPRESENTATI VE JOSEPHSON w thdrew Amendnent 27, |abeled 29-
GH2609\ P. 11, Nauman/ Shutts, 3/19/16.

7:10:17 PM

REPRESENTATI VE JOSEPHSON noved to adopt Anendnent 28, |abeled
29- GH2609\ P. 54, Nauman/ Shutts, 3/21/16. [ Amvendment 28 is
provi ded at the end of the m nutes on HB 247.]

CO CHAI R TALERI CO obj ected to the anmendnent.

REPRESENTATI VE JOSEPHSON expl ai ned Anendnent 28 is about data
shari ng. It would enable the Department of Natural Resources
(DNR) to receive seismc and downhole information after the
sunset of the alternative credits for exploration, which sunset
in about four nonths for the North Slope and in about six years
for the Cook Inlet and Mddle Earth. Bet ween 2004 and 2014, he
related, DNR received 725 line mles of onshore and offshore
t wo- di nensi onal (2D) data and around 600 square mles of simlar
t hree-di nensional (3D) data. Frontier Basin explorers nmade
significant contributions to the state in exchange for credits
by providing seismc data to the State of Alaska, along wth
gravity magnetics and | akebed geochem cal surveys. Current |aw
states that to be reinbursed for seismc and well work under the
alternative credit for exploration, the applying conpany wll
have its well, seismic, and geographic data mde public two
years after filing for a rebate for well data and ten years
after filing for a rebate for seismc and geophysical data. The
Senate working group in its final report made tw Kkey
recommendations, he said. One was about a hard 4 percent floor,
and the second was about the inportance of disclosure of data to
the state for a nunber of reasons. The first reason stated by
the working group is that the proprietary information is so
val uable that conpanies are |likely to warehouse it wthout
noving the project forward. By sharing it with the public
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eventually other firns can use it to develop oil and gas
resour ces. The second reason stated by the working group is
that if a conpany collects data but cannot fully execute a
project, another firmwll |ater be able to use the information
so it does not go to waste. The third stated reason is that
when the State of Al aska actually owns the data it is a benefit
because of its high value. The Senate working group, chaired by
Senator G essel, found it was critical that the State of Al aska
get all the seismc and well data possible, he said, and that is
what Amendnent 28 ains to achieve.

7:13:19 PM

REPRESENTATI VE CHENAULT said what he takes out of Amendnent 28
is that it is for all credits. He believed that the net
operating loss (NOL) [credit] does not currently separate the
conpany's activities for the whole year. For the qualified
capital expense (QCE) [credit] and the well |ease expenditure
(W.E) [credit], he continued, if a conpany applies as an

expl orer the conpany already has to share that data with DNR
That is the data DNR has to-date and that should be enough for
DNR to use to help bring others to the state and to show what
great potential is here. For well work that is not exploration,

conpanies already give data to the Alaska GOl and Gas
Conservation Conm ssion (AOGCC) and much of that information is
al ready made public. While nore information nay be great, he

said he thinks that a nunber of these issues being asked for in
Amrendnent 28 are already in statute.

REPRESENTATI VE TARR specified she is interested in this issue
because in the co-investor relationship this data is of materi al
value and can help with further devel opnent of Al aska's natura
resour ces. Providing access to that data makes the state's
i nvest nent have nore val ue. Version P retained sone provisions
but made sonme changed ones, and therefore she understands that
there is a gap under the |anguage of Version P. She suggest ed
it would be of help to hear a response to what was said by
Representati ve Chenaul t.

CO CHAI R TALERI CO numi nt ai ned his objection to Anendnent 28.
7:15:57 PM

REPRESENTATI VE SEATON requested that M. Delbridge or the
Departnent of Revenue be allowed to address the aforenentioned.
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M5. DELBRIDGE confirmed the alternative credit for exploration
expires in a few nonths as stated by Representative Josephson
and offered her belief that this credit has covered the bul k of

exploration work, also supported by other credits. The desire
to keep seismc and exploration data comng to DNR was clearly
articulated by the departnent, she continued. The problem

then, is what credit to use to access that data. The NOL does
not segregate exploration and other activity; it sinply applies
to a conpany's statewide activities as a | oss. Conpani es that
are in Mddle Earth keep getting that alternative credit for
exploration until 2022, she believed, so sonme data will continue
comng from that. For conpani es doing business in Cook Inlet
that choose to claim the AS [43].53.023 QCE credit, there is
paragraph (2) for an explorer to take in conjunction wth
geol ogi cal or geophysical exploration or in connection with an
exploration well. They are bound to take that only if they
agree in witing to the ternms of .025(f)(2), which she believes
is the sane statute that Representative Josephson mentioned in
hi s anmendnent. For conpanies that are interested in the well
| ease expenditure credit, AS 43.55.023(l), there is again a
paragraph (2) for an explorer who nay take a credit for |ease
expenditures incurred in the state south of the North Slope in
connection with that geological or geophysical exploration in
exploration wells. Again, if an explorer takes this credit the
explorer nust agree in witing to submt that data to DNR al ong
the same lines of AS 43.55.025(f)(2). So, she said, there is
data that would still come to DNR under those sane terns for
exploration and geophysical seismc wrk for those people
wor ki ng under the QCE and WLE credits and also in Mddle Earth
for the alternative exploration credit.

7:19: 01 PM

REPRESENTATI VE SEATON posed a scenario of a producer drilling
wel l's and shooting seismic within the unit generating data, and
noted that since the producer has it under lease it is not a
conpetitive advantage or disadvantage. Using the net operating
loss credit there, or other credits under .023, seens like the
state is basically buying that data with the 35 percent credits
or whatever credits that are being applied. He asked whet her
there is a downside to having this section apply to .023.

MS. DELBRI DGE requested clarification on whether Representative

Seaton is tal king about exploration wells in an existing unit or
sinply additional production wells.
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REPRESENTATI VE  SEATON replied it is al r eady uni ti zed;
exploration work wthin the wunit, the wunit is covering the
entire pool.

M5. DELBRIDGE answered that for additional exploration work
within a wunit, the conpany essentially has a proprietary
interest in how it chooses to develop that and what kind of

potential it has. It mght include the addition of additional
|l eases into a unit at sone point, they are working that. In
regard to production related drilling for well activity, once

something is going the AOGCC gets all that data from the
producer and it is nade public on AOGCC s website wthin, she

bel i eved, 30 days. So, once a conpany is producing sonething
there is no real proprietary interest, but there is not
necessarily the value to DNR in having that information
available to pronmote the value of a piece of property that
soneone else already has claim to devel op. For exploration
activity related to the NOL, again the NOL does not break out
exploration or any particular activities, it is a conpany's
overall loss incurred for that tax year. Hypothetically, a

conpany could have an NOL that relates to three different
properties that it is working in different parts of Alaska. She
i mgi ned that to segregate certain parts of that as exploration
or not part of the NOL could be extraordinarily challenging.

7:21:50 PM

REPRESENTATI VE TARR pointed out that .023, paragraph (2), and
.025(f)(2) are the exploration conponents of the QCE and the
WLE. She surmised that in the case of a producer, that producer
woul d previously have had to share that data.

M5. DELBRIDGE offered her belief that that would depend on
whet her the producer applied for one of those credits and if the
producer applied for it as that exploration credit, given there
are the other exploration credits available on the North Slope
and in Cook Inlet. The value to DNR of having that exploration
data is for properties that soneone chooses not to devel op and
then at the end of 10 years DNR can nmake that public and
potentially attract other investors to |ook at those fields
since the rocks don't change. What is seen out of those could
have value 10 years in the future to soneone else with different
t echnol ogy and interests.

7:23: 25 PM
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REPRESENTATI VE JOSEPHSON noted the QCEs would renain on the
books if Version P stands as it is through the process and the
WLEs would away (the WLEs are QCEs plus sonething nore), but he

is still concerned about gaps in the process. Version P calls
for a gradual elimnation of the well |ease expenditure and he
does not see in AS 43.55 an unequivocal statenent like is

presented in proposed subsection (gq) of Amendnent 28 that would
say for all credits, whether credits come or credits go, they
would all appear in AS 43.55.023. Seismic and well data is
tangi bl e property interest and cannot be denmanded w thout being
paid for, but in exchange for generous credits the state can
command sone strength in requiring that the data be delivered.
Al aska has a pressing deficit, that deficit changed in the | ast
three or four days, and it is unknown whether the state is going
to have QCEs or well |ease expenditures at the end of the day.
It is unknown what the credit regine will look |ike exactly, but
it is known that it will be in AS 43.55 and Anendnent 28 woul d
cover it so the state would be guaranteed that it would continue
to get that data and that there would be no gap in the process.

7:25:39 PM
CO CHAI R TALERI CO numi nt ai ned his objection to Anendnent 28.

A roll call vote was taken. Represent ati ves Josephson and Tarr
voted in favor of Anendnent 28. Representatives Seaton, Herron
Chenaul t, Johnson, O son, Talerico, and Nageak voted against it.
Therefore, Amendnment 28 failed by a vote of 2-7.

7:26: 38 PM

REPRESENTATI VE TARR withdrew Anmendnent 29, | abel ed  29-
GH2609\ P. 45, Shutts, 3/21/16, stating this anendnment was already
covered under Amendnent 2, which was adopted earlier.

7:26: 58 PM

REPRESENTATI VE TARR noved to adopt Anmendnment 30, |abeled 29-
GH2609\ P. 42, Shutts, 3/21/16. [ Arvendnent 30 is provided at the
end of the mnutes on HB 247.]

CO CHAI R TALERI CO obj ected to the anmendnent.

REPRESENTATI VE TARR explained that Amendnent 30 is along the
sane lines as the previous anendnent and that the commttee had

some discussion about this when it adopted [Anendnent 2].
Amendnent 2 defined outstanding liability to the state as not
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just unpaid delinquent taxes but also other outstanding

liabilities. Amendnent 30 would still be relevant because it
relates to delinquent taxes as well as other outstanding
liabilities. She said that when devel opi ng Arendnent 30 she was
working fromthe original version of the bill, page 4, lines 30-

31, through page 5, |line 29.
7:28:59 PM

REPRESENTATI VE HERRON asked what the target is for these
conform ng changes. For exanple, whether the target is in-state
refineries, liquefied natural gas (LNG storage facilities, or
gas storage facilities.

REPRESENTATI VE TARR answered, "All three.” \While that was not
wel | described in the original version of the bill, she said,
Version P included those three.

REPRESENTATI VE HERRON inquired whether Representative Tarr
bel i eves these are necessary conform ng changes.

REPRESENTATI VE TARR drew attention to the |anguage that woul d be
repl aced under Anmendnent 30 and said the key thing is that the

deleted |anguage just has "unpaid delinquent taxes" and
Amendnent 30 would say "outstanding liability". So, in
reference to the three particular <credits nentioned by
Representative Herron, it wuld expand what the outstanding

l[tability means to be beyond just the delinquent taxes and be
what Anmendnent 2 put back into Version P, which is the sane
definition that was in the original version of the bill.

7:30: 50 PM

[ Co-Chair Talerico's objection to Amendnent 30 was treated as
mai nt ai ned. |

A roll call vote was taken. Represent ati ves Josephson and Tarr
voted in favor of Anendnent 30. Representati ves O son, Herron
Chenaul t, Johnson, Talerico, Nageak, and Seaton voted against
it. Therefore, Amendnent 30 failed by a vote of 2-7.

7:31:45 PM
CO- CHAIR TALERI CO specified for the public that NOL is a net

operating loss, a QCE is qualified capital expenditure, and a
WE is a well |ease expenditure.
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7:32:28 PM

REPRESENTATIVE TARR w thdrew Anmendnent 31, | abel ed 29-
GH2609\ P. 41, Nauman/ Shutts, 3/21/16, stating it is the sane
amendnent as Anendnent 32.

7:32:46 PM

REPRESENTATI VE JOSEPHSON noved to adopt Anmendnent 32, | abeled
29- GH2609\ P. 53, Nauman/ Shutts, 3/21/16. [ Amendment 32 is
provided at the end of the mnutes on HB 247.]

REPRESENTATI VE OLSON obj ected to the anmendnent.
7: 33: 03 PM

REPRESENTATI VE JOSEPHSON expl ai ned that, in effect, Amendnent 32
is an anmendnment to Senate Bill 21 [Mre Al aska Production Act
(MAPA), passed in 2013, Twenty-Eighth Al aska State Legislature].
He recalled that in [Governor WAl ker's] gubernatorial canpaign
prior to Decenber 2014, around the tine the state began to
seriously deficit spend, the governor had said he did not want
to make any changes to Senate Bill 21. H s sense of Governor
Wal ker's fiscal plan, he said, is that the governor wanted
everyone to contribute, so he included in his fiscal plan a tax
on fishing, cruise ships relative to other local taxes in
Sout heast Al aska, tobacco, m ning, personal inconme, alcohol, and
motor fuel, plus a cut to the permanent fund dividend. A tax on
marijuana has been introduced by a colleague, not the governor

Representative Josephson said he suspects that when the
admnistration was |looking at its fiscal plan, probably sonetine
after July 1 because it took that long to cone up with a budget,
the adm nistration thought the oil industry a major player that
should contribute sonmething as well, so the admnistration is
recommendi ng an increase to the floor on gross production from 4
percent to 5 percent. As has been heard before, there was no
vetting or nodeling of oil prices at the prices found today.
The governor has said he wants everyone to have skin in the

gane. Amendnment 32 is a $50 mllion revenue neasure, he
continued, that is worth offering even though he suspects it
will not gain the favor of five nmenbers of the commttee.

7:35:56 PM

REPRESENTATI VE TARR supported Amendnent 32. What is best for
the state and the financial pressure on the state is what is
guiding her, she said. Amendnent 32 would make HB 247 start to
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have a bigger inpact and would be a good step forward when

conbined with other proposed neasures. She recalled that the
mnimum tax of Senate Bill 21 keeps Alaska on the |ow end
relative to other jurisdictions. The state would renmin very

conpetitive relative to other areas, she concl uded.

CO- CHAI R TALERI CO asked whet her Anendnent 32 would elimnate the
st ep-down should oil prices decline bel ow $25.

REPRESENTATI VE JOSEPHSON responded that he knows the step-down
Co-Chair Talerico is talking about, but he thinks the amendnent
just targets today's price range of $30-%$18. He allowed he may
need to "phone a friend" in this regard. However, he continued,
Amendnent 32 was not designed to change the step-down; it was
designed to reinstate the original bill and provide for an
i ncrease of the gross floor from4 percent to 5 percent.

7:38:42 PM
The commttee took an at-ease from7:38 p.m to 7:47 p.m
7:47:18 PM

REPRESENTATI VE JOSEPHSON clarified that page 2 of Anendnment 32
does elimnate the step-down, so the anendnent would create a

hard floor of 5 percent. He said he cannot speak to whether the
anendnent would deal wth deductions underneath the 5 percent
for credits; that wll be taken up in other anmendnents. He

understood that at current prices the net operating |loss would
drive soneone's profit beneath zero anyway.

7:48:45 PM

REPRESENTATI VE OLSON nai ntai ned his objection to Arendnent 32.

A roll call vote was taken. Represent ati ves Josephson and Tarr
voted in favor of Anendnent 32. Representatives Johnson, O son
Seaton, Herron, Chenault, Talerico, and Nageak voted against it.
Therefore, Amendnment 32 failed by a vote of 2-7.

7:49: 38 PM

REPRESENTATI VE JOSEPHSON noved to adopt Anendnent 33, |abeled
29- GH2609\ P. 27, Nauman/ Shutts, 3/19/16. [ Amvendment 33 is
provi ded at the end of the m nutes on HB 247.]

CO- CHAI R TALERI CO obj ected to the anmendnent.
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7:49: 53 PM

REPRESENTATI VE JOSEPHSON expl ai ned Anendnent 33. He recalled
the legislature's consultant, enalytica, saying that in fisca
year (FY) 2014 this anmendnent m ght have saved the state as nuch
as $100 mllion. Amendnent 33 would harden the [m ninmum tax]
fl oor. Because the floor would be fixed at 4 percent, the
amendnent would also disallow the novenent of per-barrel tax
credits within a nonth, which DOR referred to as a mgration
problem There is sone foundation for that for two reasons, he
said. One, it appears there was sonme inadvertence in not seeing
this phenonmenon. The 2013 legislature that |ooked at the tax
regime did not vet the situation of fluctuating barrels where if
a conpany could not use all of its per-barrel credit it could
then carry credit over into the next nonth. Part of the factor
was the volatility of the market, which was probably not vetted
as rmuch, although he cannot say that the commttee asked
Director Al per about that as nuch as the general due diligence
applied to that issue. The commttee heard testinony about the
inability to claiman entire per-barrel credit during a specific
nonth could be held and used later. The testinony was that this
was total inadvertence, it arises during a period of price
volatility. Very approximately this item was part of a floor
hardeni ng spreadsheet that indicated loss of $50 million in
revenue to the state, which the commttee saw as recently as
yest er day.

REPRESENTATI VE JOSEPHSON conti nued, explaining that Amendnment 33
woul d revive subsections (b) and (c) of the original Section 17
of HB 247. Under current law, he noted, sliding-scale credits
| ost due to mninmumtax can be recovered at annual true-ups. He
recall ed that the bi-partisan Senate working group net about siXx
times [in fall 2015], neeting for a total of about eighteen
hours, and bringing together nany experts and many people,
i ncl udi ng AGCGA. Lenders addressing the working group expressed
a need for borrowers to provide nonthly reports regarding
capital requirenments and cash positions. One could take from
that that it is unlikely that that is not happening, and that
there is some great accounting difficulty in following this
anendnent. Then again, the Senate working group wanted a fixed
floor and the chair of the working group recommended as nuch.
He offered his belief that this was a nod to the need to reflect
that this was a 4 percent floor and that people believed it was
a 4 percent floor. However, he said, it never really was and
for that reason he is offering Anendnment 32.
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7:53:38 PM

REPRESENTATI VE SEATON recalled the commttee looking at this in
testinmony, and questioning and finding that it was related to
the nmonthly tax calculation for the per-barrel credit, which
mrrored the nonthly progressivity tax that was in the previous

tax regine. Gven that is what it was built for and if it is
not doing that job, then the commttee did not do the job it
thought it was doing when it created this, he posited. He

of fered his support for Amendnent 33, saying it is essential the
conmttee inplement what it intended to inplenent when passing
[ Senate Bill 21].

REPRESENTATI VE JOSEPHSON noted that Representative Seaton also
stated the aforenmentioned at a previous committee neeting. | t
corroborates what he has said, which is that to the extent there
is legislative history, it reflects a different result. Thi s
was inadvertent and is resulting in mllions of dollars lost to
the state, particularly in tinmes of volatility.

7:55:18 PM

CO CHAI R TALERI CO nami nt ai ned his objection to Anendnent 33.

A roll call vote was taken. Represent ati ves Seaton, Josephson
and Tarr voted in favor of Amendnent 33. Represent ati ves
Chenaul t, Johnson, dson, Herron, Talerico, and Nageak voted
against it. Therefore, Anendnent 33 failed by a vote of 3-6.
7:56: 14 PM

REPRESENTATI VE TARR noved to adopt Anmendnent 34, |abeled 29-
GH2609\ P. 36, Shutts, 3/21/16, which read:

Page 6, line 6:
Del ete "and before January 1, 2017,"

Page 6, lines 9 - 12:

Delete "For |ease expenditures incurred on or
after January 1, 2017, to explore for, develop, or
produce oil or gas deposits |located south of 68
degrees North latitude, a producer or explorer nay
elect to take a tax credit in the amount of 10 percent
of a carried-forward annual |o0ss."

Page 8, line 2:
Del ete "40"
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I nsert "30 [40]"

Page 8, line 4:
Del ete "30"
| nsert "20"

Page 8, lines 5 - 8:
Delete ", and before January 1, 2018;
(O 20 percent of an expenditure incurred
on or after January 1, 2018"

REPRESENTATI VE OLSON obj ected to Amendnment 34.
7:56: 25 PM

REPRESENTATI VE TARR expl ained Amendnent 34. She rem nded
menbers that the credits kept for Cook Inlet are the net
operating loss, the qualified capital expenditure, and the well
| ease expenditure credits. Version P would provide a step-down
of the well |ease expenditure credit, keeping it at 40 percent,
then dropping it to 30 percent in the next calendar year, and
t hen going down to 20 percent. Amendnent 34 would get to the 20

percent one year earlier. Amendrment 34 would al so keep the 25
percent net operating loss [credit], whereas Version P would
provide for a 10 percent net operating loss [credit]. In sone

ways this is a matter of philosophy regarding the different
levers. On the North Slope there is a 35 percent net operating
loss [credit] when a conpany has a |oss, which matches the 35
percent tax rate, barring the per-barrel credit. However, those
credits are split differently in Cook Inlet, and there is no
production tax opportunity to the state to match things up. She
said her thinking is that the state should be nobre generous
during the early end of things when conpanies are operating at a
loss and this is where she sees the credits being able to play a
bi gger role. Then, once in production and a conpany is paying
production tax, except in Cook Inlet, the state has |ess reason
to be generous. The net inpact under Version P would be that it
actually goes down to 30 percent by the end of that two-year
period, and the QCE and WLE would expire in 2022. Anmendnent 34
would not affect the expiration date for those two particular
credits but would nake adjustnent on the WE and NO., and
because these credits can be stacked it would end up being nore
generous under the anmendnment for a conpany operating at a |oss
than is Version P

7:59:19 PM
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CO CHAI R TALERI CO opposed Amendnent 34, pointing out that during
devel opnment of the <conmttee substitute he was trying to
navigate a little nore of a transition in the elimnation of tax
credits in Cook Inlet. He said he does not want to pull the rug
out from under soneone and wants to provide them sone tine. He
understood that Amendnent 34 would renove that date and woul d be
effective nearly i mediately.

8:00: 21 PM

REPRESENTATI VE HERRON said that in |ooking at the anmendnent and
the bill, there m ght be an inadvertent retroactive cl ause.

REPRESENTATI VE TARR stated it is not inadvertent.
REPRESENTATI VE HERRON asked whet her that is a good thing.

REPRESENTATI VE TARR replied that the comrittee |ooked at work
currently being done in Cook Inlet and there is a conpany that
is really still in production that would be able to have access
to these credits. It is a matter of philosophy wth the
different levers, she said, and she thinks the state should be
nore generous in the pre-production phase where there is truly
| oss, so the larger net operating |loss should be kept. Version
P woul d accommpdate sonme existing work, which nmakes her slightly
unconfortable in thinking it is |leaning towards special interest
| egi sl ati on because it favors naybe one particular conpany nore
than others. In general, she continued, she would prefer to err
on the side of a nore generous net operating |oss for support,
which is how the legislature has structured things on the North
Sl ope and | eads her to | ook at that type of infrastructure.

8:02:32 PM

REPRESENTATI VE CHENAULT stated that the tax credits in Cook
I nl et have done exactly what the |egislature expected themto do
and exactly what the |egislature hoped for themto do, which was
to incentivize exploration and nore production of both oil and
gas. He said he is aware of at least two conpanies that are on
the verge of continuing to increase the supply of natural gas
and oil to Alaska refineries and the nmgjority of citizens who
live in the Railbelt. Wiile sonme nay neke the argunent about
Cook Inlet gas prices conpared to other areas of the world,
those tax credits did exactly what they were intended to do. He
allowed he is okay with downsizing those, but asserted that
cutting them or going back retroactively is a disincentive.
These corporations can go el sewhere and they may. Care nust be
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taken as those l|levers are noved to ensure the region does not
end up back in the position it was in a nunber of years ago when
the inportation of LNG was bei ng consi dered.

8:04: 37 PM

REPRESENTATI VE TARR concl uded her explanation of Anmendnent 34,
saying she does not disagree wth Representative Chenault.
@Qui ding her towards this anmendnent, she continued, is that it is
downsi zes one credit and upsizes another. The anmendnent is
saying that the stage where the state needs to be helping
conpanies is when they are losing noney while not vyet in
producti on. That is the phase where she is nore confortable
bei ng nore generous, which is why condensing the step-down from
a three-year transition to a two-year transition seens

appropriate to her. [ Under current |aw, state support] for
cal endar year 2016 is about 65 percent; under Anendnent 34 it
woul d be 55 percent, so still above 50 percent. One of the
producers [before the conmttee] talked about the credits being
a co-investor situation. Wen it goes beyond an equal split

she posited, it is nore like the state is a primry investor
rather than a co-investor for that particular project. Under
Amendrment 34 in cal endar year 2016, the naximum could be 55
percent if a conpany has a |oss stackable with the well |ease
expenditure credit, and then it would go down to 45 percent. In

those out years for a conpany that has a |oss, Anendnent 34 is
actually nore generous than Version P

REPRESENTATIVE TARR further noted that the legislature's
consultant [enalytica] has advised that a price between $5 and
$7 [per thousand cubic feet] should be able to support any
devel opnent, and it was reported to the conmttee that sonme of
the new, recently signed contracts through 2023 are at a price
of $7.49 going up to $8.19. The net operating |oss opportunity
could be nore inportant for encouraging continued activity, she
posited. It is a matter of which options and kind of behaviors
are trying to be created. Some of the other anmendnents that
have cone before the commttee underscore her point that wthout
having access to sone of the information it is very difficult
for her as a policynaker to say what the best tool is and what
gets the results that are the nost favorable for the state. She
reiterated that it comes down to philosophy as far as which
activities to encourage and at what phases of devel opnent.

8:07:32 PM

CO CHAI R TALERI CO nmai nt ai ned his objection to Anendnent 34.
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A roll call vote was taken. Represent ati ves Seaton, Josephson
and Tarr voted in favor of Anmendnent 34. Represent ati ves
Herron, Chenault, Johnson, dson, Talerico, and Nageak voted
against it. Therefore, Amendnent 34 failed by a vote of 3-6.

8:08: 32 PM

REPRESENTATI VE JOSEPHSON noved to adopt Anmendnent 35, |abeled
29- GH2609\ P. 7, Shutts, 3/19/16. [ Avendnment 35 is provided at
the end of the m nutes on HB 247.]

REPRESENTATI VE JOHNSON obj ected to the anmendnent.
8: 08: 52 PM

REPRESENTATI VE JOSEPHSON expl ai ned that Amendnment 35 would step-
dowmn the qualified capital expenditure [credit] to 10 percent
the mddle of sumer 2016 and would repeal it altogether sunmer
2017. He said the anmendnent reflects sonme urgency because of
the state's huge deficit, an issue addressed by nmany of his
amendnent s. For exanple, during four hours of the conmttee's
neeting tinme today, the state incurred another $1.6 mllion of
debt . Sonme conpanies in the industry have started to contract
and retrench, and it is appropriate for the state do the sane
because the state cannot neet these obligations in this

unsust ai nabl e way. The governor's original bill was nore
aggressive than Anmendnment 35, resulting in $200 mllion in
savings on the well |ease expenditure and qualified capital

expenditure [credits]; so, it can be surm sed that Anmendnent 35
would be less than that and would not achieve what the
adm ni stration hoped to achieve. He offered his belief that the
qualified capital expenditure [credits] have served their

purpose - they have stinulated production in Cook Inlet. He
al l oned that everyone who testified that this would inpact their
economcs is right by definition. He said his other concern

with the QCE [credit] is that it has been stacked with NOL
credits and resulted in 45-65 percent State of Al aska support
That was not necessarily fully anticipated by the previous
| egislature and is the reason why he is noving this anendnent.

8:11:29 PM
REPRESENTATI VE JOHNSON stated that the sanme argunents apply to

Amendnent 35 as did Amendnent 34 - the credits have done exactly
what they were supposed to do. Because he does not want to see
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the Anchorage mayor on television regarding brownouts, he is
opposed to Anendnent 35.

REPRESENTATI VE HERRON asked whether there are sunsets on these
two [credits].

REPRESENTATI VE JOSEPHSON replied he thinks the QCE [credit] wll
sunset in 2022.

REPRESENTATI VE HERRON sai d he just wanted this on the record.

REPRESENTATI VE SEATON st ated he supports Anendnent 35 because he
i s concerned about sone of the earlier amendnents as well as the
tax credits being paid out substantially in Cook Inlet for gas
production, which is fully supported by the price.

REPRESENTATI VE TARR said the aforenentioned is why she has been

interested in naking some nodifications. Wil e she does not
want to again experience the situation [of brownouts] in her
comunity, it was heard from the wutilities that things are
pretty good and contracts are in place through 2023. By
providing a [legislative] working group in the bill, the
cormittee has acknowl edged that there is an opportunity to
review and see what is still needed and that the |egislature may
have acconplished what it hoped to. It is for that reason that

she supports Anendnent 35.

REPRESENTATI VE OLSON noted that while the contracts may be in
pl ace, he does not believe all the gas is yet in place through
2023.

REPRESENTATI VE JOSEPHSON said his nenory of the testinmony is
that it is either 70 or 75 percent covered through 2023, so
Representative Oson is right in that respect. The rest is sort
of behind the pipe, which nmay not satisfy everybody. He
recalled M. Arnmstrong [of Armstrong Ol & Gas Inc.] testifying
that this is the nost favorable economc environnment on the
pl anet . So, gi ven t he state's fi nanci al si tuati on,
Representative Josephson said he would like to make it the
second nost favorable and he is okay with that because the state
has ot her probl ens.

8:15:25 PM

REPRESENTATI VE JOHNSON mai nt ai ned his objection to Anendnent 35.
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A roll call vote was taken. Representatives Tarr, Seaton, and
Josephson voted in favor of Anendnent 35. Represent ati ves
Herron, Chenault, Johnson, Jdson, Talerico, and Nageak voted
against it. Therefore, Anendnent 35 failed by a vote of 3-6.

8:16: 11 PM

REPRESENTATI VE TARR noved to adopt Amendnment 36, 29-GH2609\P. 43,
Nauman/ Shutts, 3/21/16, which read:

Page 9, line 11:
Del ete "a new subsecti on”
| nsert "new subsecti ons"

Page 9, following line 21:
I nsert a new subsection to read:

"(k) The percentage of a transferable tax credit
certificate issued under AS 43.55.023(d) or forner
AS 43.55.023(m or a production tax credit certificate
i ssued under AS 43.55. 025(f) pur chased by t he
departnment nmay not exceed the percentage of resident
workers in the applicant's workforce in the state in
the preceding cal endar year, including workers
enpl oyed by the applicant's contractors. An anount of
a credit not purchased because of application of this
subsection may be applied against the applicant's tax
liability wunder this <chapter. |In this subsection
"resident wor ker " has t he nmeani ng gi ven in
AS 43.40.092(b)."

REPRESENTATI VE OLSON obj ected to the anendnent.

8:16: 22 PM

REPRESENTATI VE TARR expl ai ned Anendnent 36 relates to Al aska
hire, another of the provisions she liked in the original

version of HB 247. The | anguage for Amendnment 36 cones from
page 19, lines 27-31, and page 20, lines 1-3, of the original

bill. The | egislature can never go wong in encouraging nore
Al aska hire, she said. The conmittee previously discussed the

conplexity of how this provision would work, but this is
sonething the departnent can work through if there is a
potential chall enge. If the state were to institute an incone
tax, about $70 million would come to the state from out-of-state
[ workers] enployed in a variety of industries. This is also a
wor kf or ce devel opnent issue, she posited, because she sees it as
an incentive for international conpanies that are downsizing
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their workforce around the world to do Alaska hire rather than
nove enpl oyees cut from anot her | ocati on to Al aska.
Additionally, should the North Slope gasline project go forward,
this provision would help ensure an Al aska workforce ready to
wor k on that project.

8:19:24 PM

REPRESENTATI VE CHENAULT stated that while he thinks 100 percent
Alaska hire is a great goal, he does not think it wll ever
happen. The anmendnment may have sone constitutional issues on

how far the state can go with Alaska hire, he posited, because
any Anerican has the constitutional right to go anywhere in the
US to wrk. This is trying to interject social policy into a
tax bill and is not a wise investnent for the state to do.
VWaile he is a firm supporter of Alaska hire, something which he
has done throughout his business career, there are things in the
anendnent that he thinks are problematic, such as having it
apply to subcontractors that bring up specialty contractors to
do work that Al askans are not trained to do, although that is
not to say Al askans cannot be trained as that is sonething he
would like to see done. The anmendnent would put nore hurdles in
the way of what is wanted, which is investnment in production.
O her industries in Al aska have a |ower percentage of Al aska
hire than does the oil industry. In his 35 years of nmking a
living in the oil industry he has seen many outside contractors,
but he has also seen many Alaska contractors that have the
talent and ability to work Al askans.

8:22: 08 PM

REPRESENTATI VE SEATON pointed out that the state's education tax
credits are being used to educate and hire Al aska workers and
must be used within the state to pronote |ocal workforces. He
said this would be a great provision to also have on any tax
credits that the state gives to other industries. This is not
targeting the oil industry, it is saying that if dollars are
being paid out of the state treasury then there are certain
things the state has a right to expect and one of those things
is that those conpanies value Al askan workers and skills wth
sonmething nore than just the equivalency that they do as the
wor kf or ce. In other words, if there are two workers and there
is no difference in those workers, then that is not a good
situation for keeping Al askans hired when there is workforce
reducti on. A conmpany benefitting from tax credits paid at a
hi gher rate by hiring Al askans is a good thing. It would be a
constitutional problem if the state says a conpany has to hire
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sonmebody, he said, but that is not the case if the state is
saying that a conpany qualifies for nore of a tax credit paynent
that is dependent upon whether the conpany is hiring Al askans.
That is totally appropriate, it is comng out of the public
treasury, and Al askans having jobs is a public benefit. He said
he supports Amendnent 36 because it is only saying that Al aska's
treasury will reinburse based on the percentage. He added he
woul d not support the anendnent if these tax credits were not
transferable to soneone el se, but they are. They can be sold to
anybody else that has a tax liability, so it is not limting
what the conpany can do with those tax credits, it is only
directing purchase by the departnent and that is a public
benefit and provides a better enhancenent for the Al aska
wor kf or ce.

8:24:54 PM
REPRESENTATI VE JOSEPHSON sai d he supports Amendnent 36. Not i ng

he taught constitutional law for six years, he explained that an
inmportant distinction is that the thing being exchanged here is

an entirely optional program to begin wth. No one has a
constitutional right to a credit, it is a voluntary program and
the program could be elimnated. That distinction is critical

and therefore is not a constitutional problem

REPRESENTATI VE TARR concl uded her explanation of Anendnent 36.
She said she agrees with Representative Seaton and that the
commttee has an opportunity today to think about how to use
this legislation to encourage nore Al aska hire. She added t hat
she al so appreciates Representative Josephson's comments because
she recalls DOR s testinony about working with the Departnent of
Law (DOL) to avoid any |egal problens. A provision like this
amendnment woul d give her the opportunity when talking wth her
nei ghbors to say that this has a material value and that the
conpany only earns based on its Alaska hire. It would allow her
nei ghbors to conclude that the credit is a good investnent
because it is about devel opi ng Al aska's econony and wor kf orce.

8:27:19 PM

REPRESENTATI VE OLSON mnai ntai ned his objection to Anmendnment 36.

A roll call vote was taken. Represent atives Josephson, Tarr,
and Seaton voted in favor of Anmendnent 36. Representati ves

Herron, Chenault, Johnson, Jdson, Talerico, and Nageak voted
against it. Therefore, Anendnent 36 failed by a vote of 3-6.
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8:28: 07 PM

REPRESENTATI VE JOSEPHSON noved to adopt Anmendnent 37, |abeled

29- GH2609\ P. 52, Naunman/ Shutts, 3/21/16, which read:

Page 6, line 12, following "l o0ss."

Insert "Notwithstanding that a qualified capita
expenditure may be a deductible | ease expenditure for
purposes of calculating the production tax value of
oil, gas, or oil and gas under AS 43.55.160(a), a
producer or explorer may not apply against the taxes
due under this chapter a credit under this subsection
in the same tax year that a producer or explorer
applies a credit under (a) of this section.”

Page 9, line 11:
Del ete "a new subsecti on”
| nsert "new subsecti ons"

Page 9, following line 21:

I nsert a new subsection to read:

" (k) The departnent may not, 1in the sane
cal endar year, purchase both a transferable tax credit
certificate or a portion of a transferable tax credit
certificate issued as a result of a carried-forward
annual loss under AS 43.55.023(b) and a qualified
expendi ture under AS 43.55.023(a)."

Page 18, line 20, follow ng "APPLI CABILITY.":
Insert "(a)"

Page 18, following line 21:

I nsert a new subsection to read:

"(b) The |imtation on the purchase of tax
credits by t he Depar t ment of Revenue under
AS 43.55.023(b), as anended by sec. 12 of this Act,
and AS 43.55.028(k), added by sec. 17 of this Act,
applies to credit purchases from credit purchase
applications received on or after the effective date
of secs. 12 and 17 of this Act."

CO CHAI R TALERI CO obj ected to Anendnent 37

8:28:19 PM
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REPRESENTATI VE JOSEPHSON expl ai ned Amendrment 37 would disallow
the conbination of a net operating loss with a qualified capital
expenditure or a well |ease expenditure. The fundanent al
problem he said, is the "stackability phenonenon" of the
credits and the getting to 65 or 85 cents on the dollar. He
related that he sonetines stops hinself to ask, "Wy don't we

have an Al aska conpany that sinply drills oil at 85 cents a
dollar?" That aside, he said the qualified capital expenditure
and well |ease expenditure were inplenented to reinvigorate the
Cook Inlet Basin, which has been acconplished and has been a
success. However, the result of the stacking is 45-65 percent
state support for developnment in Cook Inlet. Al t hough the

commttee substitute sees that problem it does not in his view
address it as pronptly as he would like given the fiscal crisis.
So, Anmendnment 37 would provide for an effective date in nine
nont hs, January 1, 2017. The anendnent would no | onger allow an
expenditure credit stacked with a net operating loss and as a
consequence it would reduce the state's exposure. Reduci ng
stackability is a step toward the goal of reducing state outlay
and transitioning to a system that hopefully is largely a net
operating | oss system

8:30:41 PM

REPRESENTATI VE TARR supported Amendment 37, saying it is another
opportunity for sonme additional protections for the state.

REPRESENTATI VE JOHNSON said he is trying to envision what would
be happening if this provision were in place now while conpanies
are | osing noney. He said there are still people investing and
if this were in place now he is not sure there would be that
investnment; this is keeping conpanies operating while they are

experiencing | osses. The state is blessed to have sone
conpanies that have vision and are continuing to invest even
t hough they are losing mllions of dollars a day.

CO CHAI R NACGEAK commented that incentives have been around for a
very long tinme in the rest of the U S. \Wenever sonething needs
to be done or built, incentives are given to people in different
compani es. | ncentives have been used since the U S. was born.
So, incentives are nothing new for spurring investnent. If it
was not for oil this state would not be this rich with the noney
that has been put away for the future. This is the sane for the
muni ci palities that are along the pipeline and they wll
continue to be enriched through nore investnment during these
hard tines. The conpanies are not making noney here in Al aska
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and given the current low oil prices he is surprised that
conpanies are still here and still out |ooking for nore oil.

8:34:21 PM

REPRESENTATI VE JOSEPHSON concluded his explanation of the
anmendnent . He agreed with Co-Chair Nageak that oil has greatly
hel ped the state. Wiile he is too young to remenber the 1960s
very well, he said he thinks people were happy back then in a
different kind of way. However, in his mnd s eye Amendnent 37
is not about the North Slope, but about Cook Inlet. O the $625
mllion in repurchasables, about $400 mllion was Cook Inlet.
Conpani es are naking noney in Cook Inlet and the state cannot
afford all of it, as nmuch as it would like to. Wile it is true
that there are capital <credits on the North Slope, his

understanding is that under Senate Bill 21 the plan was to use
nmore of a net operating |oss and the gross val ue reduction (GVR)
for the new oil. He reiterated that he is offering Amendnent 37

for Cook Inlet.
8:35: 55 PM
REPRESENTATI VE JOHNSON mai nt ai ned his objection to Arendnent 37.

A roll call vote was taken. Represent ati ves Josephson and Tarr
voted in favor of Anendnent 37. Representatives Seaton, Herron,
Johnson, a son, Tal eri co, and Nageak voted against it.
Therefore, Amendnment 37 failed by a vote of 2-6.

8:37:02 PM

REPRESENTATI VE TARR noved to adopt Anmendnent 38, |abeled 29-
GH2609\ P. 44, Nauman/ Shutts, 3/21/16. [ Avendnment 38 is provided
at the end of the mnutes on HB 247.]

REPRESENTATI VE OLSON obj ected to the anmendnent.
8:37: 08 PM

REPRESENTATI VE TARR expl ained that Amendnent 38 is related to
the gross value at the point of production and is the exact
| anguage from the original version of HB 247, Section 31, page
21, lines 29-30. She said this was discussed in the PowerPoint
presentation entitled, " Addi ti onal Mbdeling and Scenario
Analysis - Part 1l1la," provided to the commttee on 2/22-24/16.
Drawing attention to slide 50 which states that [under HB 247]
the gross value cannot go below zero, she said this neans that
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at current nmarket prices of around $30 per barrel the
transportation costs nmust be $30 or less. Referring to slide 51
depicting Trans-Alaska Pipeline System (TAPS) tariffs and
pipeline tariffs for different units, she pointed out that these
transportation costs range from a low of $6.45 to a high of
$28.49 at Point Thonson. Turning to slide 52 she noted that
today's oil price has hovered around $38 a barrel, but pointed
out that if the price dropped to $30 the Point Thonson Unit
woul d have a negative gross value at a tariff of $28.49 plus a
mari ne transportation cost [of $3.37]. Amendnent 38 would
prevent that gross value from going below zero. She expl ai ned
that for purposes of <calculating the taxes on the entire
segnent, the negative would be used to offset the positive in
another area and that could have a material inpact. Bri ngi ng
attention to the exanple given on slide 52, she pointed out that
using the negative to offset positive values elsewhere would
result in a tax reduction of 35 percent of the difference
because the conmpany would be able to apply the net operating
| oss portion of that. \While the state is not experiencing this
situation now, she said Anmendnent 38 would protect the state
shoul d prices go | ower.

8:40: 17 PM
REPRESENTATI VE OLSON nai ntai ned his objection to Anmendnment 38.

REPRESENTATI VE SEATON stated he is worried sonmewhat about this
i ssue because sone areas in the state have very high credits and
conpani es mght do a project that is far afield because they can
of fset other tax from other places in their portfolio. The hit
would be to the state while it would be equalized within the
conpany. He posited that the price does not have to go down to
$30 a barrel, it just has to be that the costs incurred in the
field are large in respect to whatever the price is. The state
opens itself to additional |osses that could be determ ned by
i ssues other than what is good for the state. Therefore, he
continued, Anendnent 38 is a good amendnment to ensure that the
calculation on the point of production value is not |ess than
zero to offset other devel opnents.

REPRESENTATI VE JOHNSON said he finds it inconceivable that a
conpany would invest soneplace that is marginal just to get a
tax break. These conpanies invest to punp and sell oil and to
make a profit and he does not believe that many conpanies view

tax credits as profit. Getting that oil to market is where the
profit is. Secondly, what is being talked about here is new
oil. Mich of that is farther out frominfrastructure and is the
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oil that the state needs to develop now and that is what this
credit does. To take away that incentive to nove beyond the
legacy fields and proven reserves wuld do the state a
di sservice. He said he is therefore opposed to Anendnent 38.

8:43: 28 PM

REPRESENTATI VE TARR concl uded her explanation of Amendnent 38 by
noting there is a distinction between gross val ue reduction (new

oil) versus gross value at the point of production. She said
Representative Seaton brought up the other potential exanple
relative to the developnent that is going on now. The one

circunstance that edges toward a situation like that would be
Poi nt Thonmson, but it is true about doing a devel opnent farther
out. Adopting Anendnment 38 would avoid a level of vulnerability
to the state. While it has been stated repeatedly that changes
should not be nmade right now for conpanies that are investing

what makes Amendnent 38 different is that it is not a change
that would inpact what soneone is doing right now because the
price is at $38 and hopefully going up. If put in place now,
conpani es would have to nake a decision based on know ng that
this was the policy in place. She surmsed this was probably
not di scussed during consideration of Senate Bill 21 because the
nodel ing was done for prices around $80 and so this would never
have been a part of the conversation. The amendnent is planning
ahead and would give the conpanies the idea of needing to |ook
at that, think about the price w ndow, and nake a deci sion.

8:46: 00 PM

REPRESENTATI VE OLSON nai ntai ned his objection to Arendnent 38.

A roll call vote was taken. Represent ati ves Seaton, Josephson
and Tarr voted in favor of Amendnent 38. Representatives O son,
Herron, Johnson, Tal eri co, and Nageak voted against it.
Therefore, Amendnment 38 failed by a vote of 3-5.

8:46:51 PM

REPRESENTATI VE JOSEPHSON noved to adopt Anendnent 39, |abeled
29- GH2609\ P. 50, Shutts, 3/21/16, which read:

Page 9, line 8:
Del ete "and"
I nsert "[AND]"

Page 9, line 9, following "(5)":
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Insert "during the calendar year preceding the
cal endar year in which the application is made, the
applicant's revenue generated fromthe applicant's oil
and gas business, including the revenue of the
applicant's affiliates if the applicant is part of an
affiliated group, did not exceed $10, 000, 000, 000; and

(6)"
REPRESENTATI VE OLSON obj ected to Anendnent 39.

8:47: 01 PM

REPRESENTATI VE JOSEPHSON expl ai ned Anmendnent 39. He related
that several legislators |ooked at the work of the director of
the Tax Division, his team and the admnistration, and sone
people wanted the admnistration to be of a reform mnd nore
than it was. But, when HB 247 was originally brought forth, he
could instantly see what he thought was intuitive w sdom about

some things and that is what Amendnent 39 speaks to. The
adm nistration nade the case that there are conpanies in Alaska
t hat have gl obal revenue exceeding $10 billion, an exanple being
the Italian energy company EN . The State of Al aska's revenue
exceeds $1 billion this year, yet the state is paying EN
rei mbursable tax credits. If the overall discussion is to

incentivize, one mght argue that nore of an incentive would be
to not pay those and to instead require oil production and then

take it in the next year against liability. This is an exanple
of where he is sure that people sit in their board roons in
Ml an and say, "Ceez, we can get tens of nillions of dollars
paid back to us if we have a |loss or we don't produce.” But, he

continued, that is really not what is at issue for conpanies of
this size, and for that reason he is offering Arendnent 38.

REPRESENTATI VE TARR said she supports Anendnent 39 because a
good feature of the original bill was that it recognized the
di fference between the bal ance sheets of a big conpany versus a
smal | conpany. However, that provision was not retained in
Version P, which treats all conpanies equally. The needs of
smal l er conpanies have previously been recognized by the
|l egislature as being different than nore well established
conpani es, and for this reason she supports Anendnent 39.

8:50: 00 PM

REPRESENTATI VE OLSON nai ntai ned his objection to Arendnent 39.
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A roll call vote was taken. Represent ati ves Seaton, Josephson,
and Tarr voted in favor of Anmendnent 39. Represent ati ves
Johnson, dson, Herron, Chenault, Talerico, and Nageak voted
against it. Therefore, Anendnent 39 failed by a vote of 3-6.

8:50:42 PM

REPRESENTATI VE JOSEPHSON noved to adopt Anendnent 40, |abel ed
29- GH2609\ P. 26,  Nauman/ Shutts, 3/19/16. [ Avendrment 40 is
provi ded at the end of the m nutes on HB 247.]

REPRESENTATI VE OLSON obj ected to the anmendnent.

8:50: 54 PM

REPRESENTATI VE JOSEPHSON expl ai ned Amendnent 40 would provide a
four-year Iimt on the gross value reduction (GVR). He said he
is offering a four-year linmt because he finds very conpelling
the argunment that things age. The GVR definition [under current
law] is incredibly generous, he continued. It is a three-

pronged disjunctive test, so only one elenment needs to be net.
The GVR starts in 2003 and goes as far as 2011. New oil should
not logically be new oil forever. Utinately everything will be
new and everything will have an additional 20 percent discount.
This would be a savings. He pointed out that he took the very
docunment that Senate Bill 21 speaks to, the GI| and Gas
Conpetitiveness Review Board's first docunent. In the section
on peer states, the board says that North Dakota offers an oil
extraction tax (OET) for very |low production volunme wells and

incentives for horizontal drilling and each of these incentives
appears to last for 18 nonths. Wile the OET is not exactly
what the GVR is, it remnds him of that. | ahoma gi ves

horizontal wells a reduction for 48 nonths, deep wells a
reduction for 48 nonths, and really deep wells beneath 17,500
feet a reduction for five years. Those were the only two states
in the docunent. The GVR needs to be reduced or at |east
capped, he posited. Anendnent 40 is designed to start its clock
now with an effective date of January 1, 2017, and everyone
woul d get four years and they would get that from the tine of
producti on. The anendnent does not say that those doing this
for the previous decade are out of luck, so the anendnent is a
step-down and not a rug pulling.

8:54: 08 PM

REPRESENTATI VE SEATON said he really thinks the GVR needs a term
[imt on how long new oil is considered new oil. He noted that
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his anendnent offered five years and he prefers that, but he is
willing to support four years as well, because the state's
future liability is at risk.

REPRESENTATI VE TARR stated she supports Amendnent 40 because the
conversation was about new oil and at sone point four or five
years down the road she does not see how it can still qualify as
new. It is not a change with imediate inpact because it stil
has a four-year application after January 1, 2017.

REPRESENTATI VE JOHNSON argued that this is a fundanental change

to the tax structure. He said he thinks this was thought out
very clearly in recognizing that the future of Al aska and the
future of TAPS is new oil. He agreed it is generous but said

that without that new oil the state's future is bleak and he
does not want to do anything that would reduce that new oil

The state is going to pay for what it does one way or the other.
It can be paid for in the future with reduced production or it
can be paid for today by keeping that production and preserving

that production for future generations. Regar dl ess of whet her
it is a step-down or a rug pulling, he is not inclined to do
anything that affects new oil because it is the state's

livelihood and its future.
8:56: 42 PM
REPRESENTATI VE OLSON nmi ntai ned his objection to Anmendnment 40.

A roll call vote was taken. Represent ati ves Seaton, Josephson
and Tarr voted in favor of Anmendnent 40. Represent ati ves
Chenaul t, Johnson, dson, Herron, Talerico, and Nageak voted
against it. Therefore, Anendnent 40 failed by a vote of 3-6.

8:57:29 PM

REPRESENTATI VE JOSEPHSON noved to adopt Anendnent 41, |abel ed
29- GH2609\ P. 25, Shutts, 3/21/16. [ Amendnent 41 is provided at
the end of the m nutes on HB 247.]

CO- CHAI R TALERI CO obj ected to the anmendnent.

REPRESENTATI VE JOSEPHSON expl ai ned Anmendnment 41. He said
evidence fromthe administration is that repeal of the qualified
capital expenditure and well |ease expenditure [credits] would
save the state $200 mllion per year. Anendnent 41 woul d repeal
the well |ease expenditure faster than does Version P. The
commttee has heard there is sonme redundancy in what the |ease
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expenditure and the qualified capital expenditure cover and that

is an inportant feature. The purpose of both of them was to
incentivize gas production in Cook Inlet to secure energy supply
in Southcentral Al aska. Wiile he lived through the entire

period of threatened brownouts and blackouts, he did not
personally go through any exercises but did see the television
spot s. The renai ssance had its effect, he continued, there is
now a profitable steady stream of natural gas in the Cook Inlet.
If these credits did in fact cause this gas devel opnent, they

have served their purpose and the well |ease expenditure and
arguably the qualified capital expenditure could or should be
r epeal ed. There is some duplication between the well |ease
expenditure and the qualified capital expenditure. Wi | e
personally he would like to gradually reduce the well |ease
expenditure, he is concerned about what is now a $4.1 billion
deficit, which on [3/20/16] was a $3.8 billion deficit. Next
year for the first time in Al aska history, the state wll be
bringing in less total revenue from the oil industry, al

sources, except for the 25 percent of royalty that goes to the
permanent fund, than the state wll be paying out in tax

credits. Gven that gas is under pipe or under contract through
2023, the great inperative, he posited, is to elimnate the well
| ease expenditure now or by July 1 [2016], and therefore he is
of fering this anmendnent.

CO CHAI R TALERI CO opposed Amendnent 41, saying it is still very
inportant to create a transitional period regardless of how
bl eak the information. He said he does not want it to be bl eak
in households, planning for continuing on wth projects, or
pl anni ng for production. It is inportant to carefully navigate
t hrough here with a scal pel, not a machete.

REPRESENTATI VE JOSEPHSON concl uded expl aining Anmendment 41 by
stating that his worry about the state's fiscal future is why he
is offering these anendnents.

9:01: 21 PM

CO CHAI R TALERI CO nmai nt ai ned his objection to Anendnent 41.

A roll call vote was taken. Represent ati ves Josephson and Tarr
voted in favor of Anmendnent 41. Representatives Herron
Chenaul t, Johnson, d son, Seaton, Talerico, and Nageak voted

against it. Therefore, Anendnent 41 failed by a vote of 2-7.

9:02:11 PM
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REPRESENTATI VE JOSEPHSON noved to adopt Anendnent 42, |abel ed
29- GH2609\ P. 3, Nauman/ Shutt s, 3/ 19/ 16. [ Amendment 42 is
provi ded at the end of the m nutes on HB 247.]

CO- CHAI R TALERI CO obj ected to the anmendnent.

REPRESENTATI VE JOSEPHSON explained that Anendnent 42 would
revive Section 17(b) of the original version of HB 247 and woul d
harden the floor for all purposes. He reported that the [fal

2015 Senate] working group concluded there may have been sone
i nadvertence in terns of whether the 4 percent was a floor that
coul d be gone beneath for purposes of deducting credits further
from that floor. It was the biggest cost saving feature by
Senator G essel's Decenber 1, 2015, draft report. The Senate
working group found that there was inadvertence in that there
was a m sunderstanding probably because no one nodeled prices
this low, which should be a |lesson that every price should be
nodel ed. The credits would not be | ost under Anendnent 42, they

could be carried forward to a year of tax liability. So,
Amendnment 42 would provide a hard floor of 4 percent that no
qualified capital expenditure [credit], well |ease expenditure
[credit], net operating loss [credit], nontransferable tax

credit, or alternative tax credit can penetrate. The effective
date would be January 1, 2017. He offered his belief that the
only tax credit now that can pierce the 4 percent floor is the

sliding-scale per-barrel credit. The governor's fiscal note
[for the original bill] believed that this feature would save
the state $50 mllion. Amendnment 42 is consistent with the

| egislative intent, he said, and that is why he is offering it.
9:04: 35 PM

CO- CHAI R TALERI CO mai ntai ned his objection to Arendnent 42.

A roll call vote was taken. Representatives Tarr, Seaton, and
Josephson voted in favor of Anendnent 42. Representati ves
Herron, Chenault, Johnson, dson, Talerico, and Nageak voted
against it. Therefore, Anendnent 42 failed by a vote of 3-6.

9: 05: 33 PM

REPRESENTATI VE TARR noved to adopt Anendnent 43, |abeled 29-
GH2609\ P. 46, Nauman, 3/21/16. [ Arendnment 43 is provided at the
end of the m nutes on HB 247.]

REPRESENTATI VE HERRON obj ected to the anendnent.
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REPRESENTATI VE TARR expl ai ned that Anmendnment 43 is the origina

version of the bill with the exception of the effective dates.
The effective date under the anendnent would be July 1, 2016,
while one section in the original bill was retroactive to

January 1, 2016. The anendnent has no retroactive provisions.
Pronmpting her to introduce Anendnent 43, is her concern that
with just 26 days left [in the session, the |egislature] does
not yet have a plan. The governor has put out a plan, and while
she does not like all of its provisions, it does stress the need
for thinking holistically and 1looking at a conprehensive
solution. This was the npbst substantial part of the governor's

plan with the $500 mllion associated with it, twice as nmuch as
the incone tax under the governor's plan mnus the big changes
in the permanent fund. However, the "back of the napkin"

estimated fiscal inpact |ooked at by the conmittee on [3/21/16]
was just $50 million. Gven the |egislature nmust put together a

plan that nmust now get to a $4.1 billion deficit solution, it is
hard for her to see where the other big ticket itens will cone
from If it is not HB 247, then what? Adopting Amendnent 43
would fill a current $500 nmillion hole, she posited.

9:08: 23 PM

REPRESENTATI VE JOSEPHSON said the Departnent of Revenue (DOR)
deserves a lot of credit for bringing the original version of
the bill before the conmttee. That bill was conprehensive and
designed to show real deference and respect, perhaps with the
exception of its proposed 1 percent increase, arguably 20

percent increase, in the gross production tax floor. The
original version of HB 247 generally said that Senate Bill 21 is
the law of the land and there are sone excesses in the credits
and those have to be reined in. [ The deficit] was $50 nmillion

in 2007, it wll be $800 mllion in FY 2018, an increase of
1,600 percent in a decade. Wy that is sustainable he does not
know. If it were $200 mllion he would say the state could
afford this. Wiile this is very inportant it just is not
af fordabl e, he said, and therefore he supports Amendment 43.

CO CHAIR TALERI CO offered his appreciation to the adm nistration
for bringing forth HB 247 and the administration's explanation
that everything brought forward was witten in pencil and the

commttee was to vet it. He said the bill was certainly vetted
by the conmittee over the course of 23 or 24 educational and
informational neetings. The bill that wll be noved out of
committee is also witten in pencil, because it wll be heard in

other conmittees, the floor, and the other body. Therefore, it
is highly unlikely that whatever product is produced in this
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committee is the end result. He said his opposition to

Amendnent 43 is because the bill that the commttee has worked
its way through will be turned over to others and those people
will also work very hard on it. The conmittee has produced a
lot of information and those other people wll have the

opportunity to go through that information. He said he has been
very inpressed that other nenbers of the legislature can tell
him what this commttee has been doing. He reiterated his
opposition to Amendnent 43.

9:11: 51 PM

REPRESENTATI VE SEATON said Amendnent 43 |ooks at putting aside
all the work the commttee has done. When a bill comes before a
conmittee, it becomes the conmmittee's bill to work on and the

comm ttee has worked on HB 247 very diligently. Wth all of the
anendnents considered tonight, the commttee has |ooked at
difference in philosophies, difference in perspective of where
there should and should not be cost savings, where to nake sure
that industry is not inpacted, and where the state's treasury is
pr ot ect ed. G ven the aforenentioned and that others wll be
| ooking at the bill put forth by the commttee, he said he does
not support Anmendment 43.

REPRESENTATI VE TARR concl uded her explanation of Anendnent 43.
O fering her appreciation for Representative Seaton's and Co-
Chair Talerico's comments, she noted that this anendnent was at
the end of her own |ist of anendnents. She explained it was
nore an opportunity to reflect back on the work that was done by
the commttee. None of the four anendnents adopted tonight had

a real financial inpact. Her comments tonight are, in part, to
give sonme indication to the others who will be looking at the
bill as to where she is at. G ven there are only 26 days |left
to see how all the pieces are going to fit together, the
| egislature is not as far along overall as she would like to be.
The bill was originally well thought out, she posited, and part
of an overall plan and is a lead that the legislature needs to
t ake. Wile the bill is witten in pencil there is not any
other |egislation, with the exception of permanent fund

proposal s, noving through the process right now that would have
that kind of inpact on the state's $4.1 billion debt.

9:15:19 PM

REPRESENTATI VE HERRON mai ntai ned his objection to Anendnent 43.
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A roll call vote was taken. Represent ati ves Josephson and Tarr
voted in favor of Amendnent 43. Representatives Herron
Chenaul t, Johnson, d son, Seaton, Talerico, and Nageak voted
against it. Therefore, Anendnent 34 failed by a vote of 2-7.

9:16: 22 PM

REPRESENTATI VE TARR noved to adopt Anmendnent 44, |abeled 29-
GH2609\ P. 47, Naunman/ Shutts, 3/21/16. [ Arendnent 44 is provided
at the end of the mnutes on HB 247.]

REPRESENTATI VE HERRON obj ected to Anendnent 44.

REPRESENTATI VE TARR expl ai ned Anendnment 44. Noting it will | ook
famliar, she drew attention to page 29 of the amendnent and
said the difference is the effective date of January 1, 2017.
Reiterating her concern about not having an overall plan, she
said she is offering the amendnent so nmenbers would have in mnd
that within the original structure of the bill this my have
been another opportunity. She recalled the admnistration's
testinmony before the commttee about having worked with the
Senate working group and industry folks in developing the
original proposal. Sonmet hing that troubled people was the idea
of making changes effective July 1 for the state's fiscal year
because that would be disruptive md-year for a tax cal endar
year. Therefore, Anendnent 44 would push the effective date to
January 1 of the next year.

REPRESENTATI VE HERRON nai nt ai ned his objection to Anendnent 44.
9:17:53 PM
REPRESENTATI VE JOHNSON said he takes exception to the statenent

that was made during consideration of a previous anmendnent that
there is no fiscal inpact with the CS. He maintained that there

will be great fiscal inpact of the bill that is passed, and
while it is not going to be tonorrow or the effective date of
July 1 of any particular year, it is going to have a great
i npact for future generations. Doing things in this |legislation
that stifle production or take oil out of TAPS wll cause
multiple years to restart an industry that is bleeding noney.
That will have trenmendous inpact, probably not today but it wll
in 10 years. The price will be paid for what is done and it can

either be paid now and preserve the production for future
generations or the noney can be taken now and provide for this
generation and abandon future generations. He said he did not
cone to the legislature to abandon future generations, or to

HOUSE RES COW TTEE - 53- March 22, 2016



preserve the status quo, or to continue to fund what he thinks
is governnment that is a bit out of control. He cane to make
this place better for his famly, his <children, and his
grandchi | dren. The legislation that the conmittee is going to
pass has trenmendous financial inpacts, he said. Whet her
tomorrow or in 10 years, the bill wll cone due and he would
rather pay it today so that he is the one to suffer rather than
future generations.

REPRESENTATI VE JOSEPHSON agreed with Representative Johnson that
Amendnent 44 woul d inpact the oil and gas industry in both Cook

Inlet and the North Sl ope. | ndustry nmay decide to devel op
el sewhere in some circunstances. But, he continued, he is also
worried about the $283 mllion cut by the legislature and the
job | osses fromthat. It is also inportant that the inpacts of
these credits be made nore transparent. It is this guessing
gane where the admnistration violates a law if it tells
| egi sl ators what is working. It is a bizarre system One of

the PowerPoints presented to the commttee showed that $900
mllion has been spent on Cook Inlet and $450 million of it did
not produce anyt hing. He said he supports Amendnent 44 because
it goes to the whole heart of the matter.

REPRESENTATI VE HERRON nai nt ai ned his objection to Anendnent 44.
9:21:43 PM

REPRESENTATI VE TARR concl uded her explanation of Anmendnent 44.
She said if she thought Anendnent 44 would in any way conprom se
the future she would not have introduced it. Her concern, she
continued, is the potential for a recession today and people
| eavi ng Al aska. Because she sees a nore inmmediate sense of
urgency about that, and if it can be addressed today and quality
of life and essential state services nmaintained, as well as
investing in education to provide the well educated workforce
that is needed to have a thriving econony, then the state's
future will be sound. The current situation is a negative cash
flow for both the state and the conpanies. Keeping the state
afloat right now is the savings earned during the reginme of
Al aska's Clear and Equitable Share [House Bill 2001, passed in
2007, Twenty-Fifth Al aska State Legislature] and the 2008 record

high price of about $140 a barrel. The state's partner
conpanies during that sanme time period were also earning
billions of dollars on an annual basis and just like the State

of Al aska had to save nobney for tough tines. For exanple, the
publically posted annual profits for BP were $2 billion in 2008
and alrmost $2 billion in 2009; for ConocoPhillips it was $2.3
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billion in 2008, $1.5 billion in 2009, and $1.7 billion in 2010.
The state's "savings spree" of $18 billion is what is going to
carry it through and there should be that sane |evel of
expectation of the conpanies that had record profits during that

time. She expressed her concern that the burden be |ess
wei ghted on individual Al askans in order to get to the future
that is wanted. She pointed out that simlar concerns are

shared, but the pathways seen for getting there are different.
9:24: 33 PM

A roll call vote was taken. Represent ati ves Josephson and Tarr
voted in favor of Anmendnment 44. Representatives Seaton, Herron
Chenaul t, Johnson, O son, Talerico, and Nageak voted against it.
Therefore, Anendnment 44 failed by a vote of 2-7.

9: 25: 48 PM

REPRESENTATI VE TARR noved to adopt Anendnment 45, |abeled 29-
GH2609\ P. 57, Nauman/ Shutts, 3/21/16. [ Arendnent 45 is provided
at the end of the mnutes on HB 247.]

REPRESENTATI VE OLSON obj ected to the anmendnent.
REPRESENTATI VE JOHNSON obj ected to the anmendnent.
9:25: 53 PM

REPRESENTATI VE TARR expl ai ned Amendnent 45. She recalled that
the issue of confidentiality came up repeatedly during the
commttee's conversations relative to the sections in the
original version of the bill. The commttee heard concerns
about confidentiality from ExxonMbil Corporation and Al aska G|
and Gas Association (AOGY), and she followed up wth them
afterward regardi ng working on |anguage. She related that she
requested an anendnent |[from Legislative Legal and Research
Services] using the confidentiality |anguage that was put into
the final version of Senate Bill 138 [passed in 2014, Twenty-
Ei ghth Al aska State Legislature]. This language is in Section
24(b) (12) (B) on page 17 and st ates:

"the conmm ssioner may share confidential information
obtained under this paragraph with nmenbers of the
| egislature, their agents, and contractors on request
under confidentiality agreenents, either in conmmttees
hel d in executive session or individually;"
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REPRESENTATI VE TARR poi nted out that the aforenmentioned | anguage
in Senate Bill 138 is, in turn, nodeled off of |anguage that was
included in the Alaska Gasline I|nducenent Act (AQA [HB 177,
passed in 2007, Twenty-Fifth Al aska State Legislature]. Thus

she said, there was sone consistency in these confidentiality
provi si ons.

REPRESENTATI VE TARR conti nued, explaining that the anmendnent she
requested [from Legi sl ative Legal and Research Services] did not
show up. But, what did show up was sone |anguage that industry
had worked on and then forwarded to the co-chairs, which is what
is seen in Anendnent 45. In addition to having those sanme type
of provisions, it is nore explicit in the types of information
that can be shared. One major difference is that [the anmendnent
she had requested] did not have any civil penalties or fines
associated wth it. However, the penalties and fines included
in Anendnent 45 give the industry a higher level of confort that
this inportant confidential tax information could be shared.
While she did not get to talk to [industry], she can inmagine
that having two protective provisions would be better than one
from[industry's] perspective.

REPRESENTATI VE TARR stated that the trenendous challenge wth
trying to figure out which opportunities to take advantage of is
not knowi ng well enough how they are working. She can | ook back

at last year and know $900 million was spent in the Cook Inlet,
and that $450 nillion led to production and $450 nillion did
not . For the North Slope, she believed, the expenditure was
nore than $1.2 billion with a two-thirds split between what |ed
to production and what did not. Beyond that she has no
information and that makes it very difficult. Clearly what is

trying to be acconplished here is <credit prograns that
incentivize the right kind of behavior so there are no gaps in
expl oration, devel opnent, or production. That is the intention

here and the expectation should be just |ike when review ng gas
contracts and legislators have an opportunity to sign the
confidentiality agreenment. She said she can be confortable with

the penalties included in Anendnent 45 because she can imagi ne
why industry wants protection of this inportant information.

9:30:19 PM

REPRESENTATI VE JOHNSON noted there are rules that say any
| egislator can attend an executive session. He asked whet her
there is the ability to prevent a person from attending an
executive session if the person has not signed a confidentiality
agreenent but chooses to show up in an executive session.
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EM LY NAUMAN, Attorney, Legislative Legal Counsel, Legislative
Legal and Research Services, Legislative Affairs Agency, Al aska
State Legislature, replied that she does not know the answer to
t hat questi on. She said it is a very valid concern as Uniform
Rul e 22(d) does prevent any nenber of the |egislature from being
excluded from a |egislative session. She said she personally
does not know the consequences of enacting a law that directly
conflicts with one of the Uniform Rules. She suggested Doug
Gardner be asked the question when he is in the office tonorrow.

REPRESENTATI VE JOHNSON r esponded that there is no tonorrow

M5. NAUMAN apol ogi zed for not knowing the answer off the top of
her head, but added she woul d be happy to ook into it.

9:31:55 PM

REPRESENTATI VE JOHNSON stated that he sees a real problem with
t he aforenenti oned. Secondly, he said, he would like to know
the definition of "industry"™ when the statenent is mnade that

"industry" supports the anendnent.

REPRESENTATI VE TARR answered that [Senate Bill 138 and Ad A]
passed with this same |anguage and there have not been any
chal l enges to that. She reread the |anguage from Senate Bill
138 and said the language is very simlar in nature with the
exception of having a penalty. She pointed out that the
executive session provision from the Uniform Rules was brought
to her attention today through a nenorandum from Legislative
Legal and Research Services. She surm sed comrttee nenbers may
have seen the nenorandum

REPRESENTATI VE JOHNSON r esponded he has not seen the nenorandum

REPRESENTATI VE TARR, continuing, said this did not cone up with
Senate Bill 138. She reiterated that that is the |anguage she
had originally requested and that was because she had not heard
back from ACGA in her request to both ExxonMbil Corporation and
to AOGA for suggestions because they were the ones saying they
had trouble with what pieces of information would be rel eased.
This would be a way of getting around that because it would not
be nmade public, it wowuld only be nmde available to the
pol i cymakers. Legi sl ators went through the sanme thing under the
Stranded Gas Devel opnent Act [House Bill 16, passed in 2003,
Twenty-Third Alaska State Legislature], so there are three
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i nstances where the legislature has used the sane nechanism to
get at that information and there have not been any chall enges.
Regardi ng "industry," she said she reached out to Kevin Jardell,
| obbyi st for ExxonMbil Corporation. M. Jardell stated, and
this was echoed in commttee, that AOCGA would like to cone
forward because AOGA works sonething through all of its industry
menbers to get sonme level of wuniformty and acceptance of a
particul ar policy. She noted that this |anguage was forwarded
to her as well as to Rena Delbridge, staff for Representative
Hawker .

9:34:30 PM

REPRESENTATI VE JOHNSON, in regard to the other three bills,
stated that just because the legislature did it once or three
times does not make it right. \While ExxonMbil Corporation may
have said it is okay, that conpany does not represent the
i ndustry and he believes others may have a different view Not
every conmpany is a nenber of AOGA, so he does not want to nake
the bl anket statenent that industry approves of this. He said
he would like to hear the opinion of ConocoPhillips Al aska,
Inc., a conpany that is not a nenber of AOCGA and that is a major
pl ayer on the North Sl ope.

M CHAEL HURLEY, Director, Governnent Relations and Comunity
Affairs, ConocoPhillips Al aska, Inc., testified that this
afternoon was the first he had seen this particular |anguage and
it brought up two concerns for his conpany. The first being one
of process. The process laid out in this anmendnent is basically
a discussion between the Departnent of Revenue (DOR) and the
| egi sl ature. As laid out, there is no notice to the conpany.
So, the legislature could schedule the neeting tonorrow with DOR
and tal k about all of ConocoPhillips's confidential data and tax
information and he would not know about it. He would not know
who was there, what was being tal ked about, what records were
bei ng produced. The process just seens flawed to himin that it
coul d happen to any particular conpany and there are quite a few
conpanies that are not nenbers of ACGA. Therefore, it was a
little disconcerting to have a process laid out where conpanies
woul d not even know what was going on or even that a neeting had
occurr ed.

9:37:19 PM

MR. HURLEY continued, saying the second issue that concerns his
conpany is why that neeting would occur. He has heard the
di scussi on about |ack of transparency or information. |In regard
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to the exanples talked about by Representative Tarr a few
m nutes ago, would sitting down and |ooking at what tax credits
ConocoPhillips took in 2015 really tell legislators how to make
policy for the whole state going forward? He said he doubts it,
because it often takes years to mature and get to the point

where the conpany knows whether sonething is successful. For
exanple, if legislators had |ooked at BP' s tax returns and
credits for the Badam oil field they would have thought BP had
a success. But everyone knows that did not play out. The

j udgenent of whether a tax credit program is or is not
successful is one that is nmade over a long period of tinme, not
by looking at a particular conpany's tax credits for the |ast
year, it is not the nature of the business.

MR. HURLEY stated it would concern him if legislators started
maki ng decisions based on looking at a conpany's tax credit
usage and then trying to make policy that applies to all tax
credits. The IRS has very, very strict codes about how
confidential information wth the IRS can be used. One of the
reasons the IRS does that, one of the reasons the IRS has very
strict rules, is because what the IRS does not want to see
happen is have the kind of tax credit process turned into a
political process where people sit around in an executive
session and decide who they do or do not I|ike, and that they
want one conpany to have nore credits and another |ess credits.
Starting to look into people's individual tax returns to see
what they did or did not do seens to be the road down which
peopl e coul d go.

9:40: 32 PM
REPRESENTATI VE JOSEPHSON said he respectfully has some concern

in regard to M. Hurley's testinmony. The first issue raised was
that the industry would not know who attended [the executive

session]. As he reads the amendnent he is not sure what
industry would do wth that information anyway, because if
sormeone approached a legislator and said, "I don't know what you

heard, but let me tell you sonething,” the |egislator would have
to play dunb. The second point that a conpany would not know in
year one, two, or three, and while he does not know what the
retroactivity of the amendnent is, he thinks the industry should
expect that with the state paying $800 million or nore there
m ght be sone constituents who are going to ask about that and
| egislators could |earn sonething. For exanple, it mght be
found that an area near Teshekpuk Lake is just fruitless, there
is no oil to develop there, or that the west side of Cook Inlet
near Shelikof Strait is too far south and nothing bore fruit

HOUSE RES COW TTEE - 59- March 22, 2016



t here. He does not know, but he is very interested in know ng.
Stating respect for M. Hurley, he said he sensed it was being
said that legislators cannot sort it out or nake good judgenents
based on the information. That is inportant because |egislators
are already making blanket judgenents about what percentage of
QCE and whether it should be statew de and | egislators are doing
this with very little know edge. So, his response to M. Hurley
is, "Right back at you with great respect."” Legislators are
al ready maki ng bl anket statenments about what does and does not
work but while flying sort of blind.

REPRESENTATI VE JOSEPHSON conti nued. Addressing Anmendrment 45
itself, he said he has concerns only in that sone |egislators,
one exanple being Senator Berta Gardner, do not generally as a
principle sign confidentiality agreenments because then she has
to "ring fence" in her own mnd when she is talking to people.
All legislators do that to sone degree, but there is that
censoring and a crimnal penalty would nake a person censor in a
hurry. Additionally, he thinks some constituents mght call him
asking why he is privy to this information while the constituent
is not. But, if this is the best that can be gotten, it is
sonet hing, and no one has to sign the confidentiality agreenent.
The process nust be started of figuring out what is working, he
said, and therefore he supports the amendnent.

9:43: 50 PM

REPRESENTATI VE CHENAULT said he is not sure where he really
wants to go wth this. He noted he has not been on this
commttee for the last 10-14 vyears |ike sone nenbers have.

Those nenbers get to go through this on a regular basis and
maybe things stick in their mnds that do not stick in his. He
said if his nenory is correct he does not think that the
Department of Law liked the provision that was in Senate Bill
138, and he is not sure that the provisions are all the sane.
He asked whether the Departnment of Law has a position on
Amendnent 45.

MARY HUNTER GRAM.I NG Assistant Attorney Ceneral, Nat ur a

Resources Section, GCvil Division (Juneau), Departnent of Law
(DAL), responded that there are conflicting attorney general

opinions that are public on the issue of confidentiality
agreenents in executive session on tax issues. She believed
that the current attorney general and Governor Wl ker's
adm nistration overall are very nuch in favor of transparency in
government and just based on that policy she thinks they would
be opposed to executive sessions as a policy matter. There have
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been conflicting legal issues on this and DOL has not published
a formal attorney general opinion on this issue with this
attorney general and so she cannot say anything nore than that
she thinks as a general policy nmatter they would be opposed to
it. Even the nost lenient of the attorney general opinions that
was in favor of executive sessions did say that there was risk
to the departnment and the enployees when they appeared in
executive sessions, she continued. This statute is very
explicit, so it mght help mtigate sone of the risks because
this sort of statute was not in existence when those opinions
were drafted. However, as transparency is a hallmark of this
adm ni stration, she does not feel confortable saying whether DOL
woul d support it other than noting that there is conflicting
attorney general opinions and CGovernor Wil ker and the attorney
general are very much in favor of transparency when possible.

9:46: 46 PM

REPRESENTATI VE CHENAULT requested Ms. Delbridge to address the
statenent that the |language in ACES and Senate Bill 138 is
simlar, because he does not renenber this.

MS. DELBRI DGE responded she cannot recall off the top of her
head the specific ternms of the AG A provisions. She was able to
refresh herself on the Senate Bill 138 provisions and those are
in AS 38.05.020(B), which allowed the departnment to share
confidential information under a confidentiality agreenment. I t
did not require legislators to be neeting in sonme kind of
session conmttee format in order to receive that. It provided
for individual neetings or neetings outside of that franmework
that mght run into those conflicts with the Uniform Rule. That
was a slightly different context in the sense that that was
sharing informng that is held proprietary by a project and so,
she believed, the agreenent was |inked to another agreenment wth
a project to provide that access and in this instance it is an
entity providing access to confidential taxpayer information.
The |anguage in Anendnent 45 certainly is nodeled after the
concept in Senate Bill 138, but it is slightly different, in
particular in Senate Bill 138 it allowed for |egislators to nake
sure that their agents, their consultants, staff, people they
felt inportant to be present for that information sharing, are
al so there and Anmendnent 45 provides for that as well.

REPRESENTATI VE CHENAULT read aloud from Uniform Rule 22(d),
which states in its entirety:
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The provisions of this rule nmay not be interpreted as
permtting the exclusion of a Ilegislator from an
executive session, whether or not the legislator is a
menber of the body that is neeting. A legislator not
a menber of the body holding an executive session
shall, however, be subject to the same rules of
confidentiality and decorum as pertain to regular
menbers of the body.

REPRESENTATI VE CHENAULT surm sed that "rules of confidentiality”
could be interpreted to nean the signing of a confidentiality
agr eenent .

9:49: 56 PM

REPRESENTATI VE SEATON recalled that during AGA he signed a
confidentiality agreenent and went over to the room and found
stacks of books about conpressors and other things of no neaning
to him and that was the last confidentiality agreenent he has
si gned. He noted he has been in the legislature for quite a
whil e and gone through a nunber of these and the |egislature has
not had a problem formng policy. The | egislature sonetines
gets knocked because it wants to change sonething and is asked
whet her a study has been done showi ng what the effect will be
but the legislature has not cared because its job is to form
policy. The legislature |ooks at the best information it can to
see what mght be the effect and consultants are brought in to
provide what is projected to be the effect. The effect wl
never be known until the policy is done. He said he really
wants to see transparency, but when going down to the |evel of
| ooking at the data of individual taxpayers he is unsure how
| egi sl ators woul d use that because it is a broader scope that is
used. Legislators need to nmake policy for the state to the best
of their ability and he is not sure that Amendnent 45 woul d give
| egislators the information on which to nake policy.

REPRESENTATI VE JOSEPHSON related he has received a text from
soneone at ExxonMbil that seens to indicate AOCGA approves of
this anmendnent but not necessarily ExxonMobil. He shared that
he was in a tel ephone conference with AOCGA and this appears to
be the anmendnent that AOCGA approved of. He qualified that he is
using the word "approved" broadly.

REPRESENTATI VE HERRON said he has an overabundance of caution

and will not support Anmendnent 45, but suggested that this
conversation should be further expl ored.
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9:53:26 PM

REPRESENTATI VE TARR argued that Amendnent 45 is one of the nost
i mportant anmendnents offered tonight. She disagreed wth
Representati ve Seaton about the usefulness of this information
Because she has taught at a university for 20 years she tends to
err on the side of nore information and be a student as nuch as
possible to | earn about things. Therefore, she would delve into
this information if she had the opportunity to. Her sense of
frustration is that in the original bill there were sonme very
limted provisions about releasing information and industry said
that was unacceptabl e. She tried to work around that and be
sensitive to any of the IRS |limtations so as to not do anything
that would get anyone in trouble. She | ooked back at previous
work the committee has done and this was a big part of the

conversation about Senate Bill 138. She put in an anendnent
that was |ost sonmewhere and which she believed was sent to the
co-chairs. As a result of hearing from AOGA things are nore

clearly delineated in Arendnent 45 on page 2, subparagraphs (A),
(B), and (C). She offered her belief that this is | anguage that
could be acceptable and that maintains that privacy but would
give legislators sonme access. This is really inportant
information for legislators to have and that could be very
instructive. There is always the opportunity to repeal a law if
it turns out to not be as hel pful as was thought.

9:55:51 PM

REPRESENTATI VE TARR said right now she feels that her neighbors
are demanding to have nore of this information. R ght now this
bill does not provide any opportunities for sone of that
information to be made public to them However, it could give
them sone level of confort to know that she has the opportunity
to see that information. Sonme of the anmendnents she has offered
are opportunities to actually strengthen the work that is being
done. If, for exanple, over a nulti-year basis she had had the
opportunity to be looking at this information she cannot say
today how that mght influence what she is thinking, but it is
very possible that her understanding of sonething is not
correct. By seeing that information she would be able to
correct those errors in her own mnd. She would rather err on
the side of having nore information and to study things as mnuch
as possible and to understand at the greatest |evel of detai

what the inplications of the legislature's actions are.
Amendnment 45 is a pretty big ask for legislators to feel
confortable that there be a penalty associated wth any
di sclosure of that information. When trying to strike a bal ance
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with conpeting ideas then sonetinmes everybody gives a little.
It would be her preference that penalty |anguage not be included
in the anmendnent, but she is willing to give a little to go with
what the industry says it can be confortable with. Equally this
shoul d be supported. Legislators should do due diligence in
under st andi ng how these provisions work. |If the |egislature was
going to consider gas contracts then |legislators would probably
all sign confidentiality agreenents so they could understand the
detail ed provisions of those docunents.

REPRESENTATI VE TARR further noted her appreciation for Governor
Wal ker's policy directive that transparency is key for his
adm ni strati on. But, there are limtations to that, there is
not the opportunity to release this kind of information, it is
confidential taxpayer information. [Anendnent 45] woul d provide

the opportunity to do that in a very |imted scope for the
peopl e who need to understand it and nake the policy. It would
provide that information in a private way and it would be
| egally prohibited from sharing outside of that. If that is the

best that can be done, then that is the best that can be done,
and she woul d ask comm ttee nenbers to support the anmendnent.

9: 58: 50 PM

REPRESENTATI VE JOHNSON mai nt ai ned his objection to Arendnent 45.

A roll call vote was taken. Represent ati ves Josephson and Tarr
voted in favor of Amendnent 45. Representatives O son, Seaton
Herron, Chenault, Johnson, Talerico, and Nageak voted agai nst
it. Therefore, Amendnent 45 failed by a vote of 2-7.

9:59: 36 PM

The commttee took an at-ease from9:59 p.m to 10:07 p. m

10: 07: 56 PM

CO CHAI R NAGEAK noted that Representative Seaton wll offer a
new versi on of Anmendnent 4.

REPRESENTATI VE SEATON noved to adopt Anmendnment 4, |abeled 29-
GH2609\ P. 59, Nauman/ Shutts, 3/22/16, which read:

Page 8, line 18:

Del ete "The"

Insert "Subject to the limtations in (k) of this
section, the [THE]"
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Page 8, lines 22 - 24:

Del ete "The departnment nmay not purchase a total
of nore than $200,000,000 in tax credit certificates
froma person in a cal endar year."

Page 8, line 31:

Del et e "$200, 000, 000 limtations in this
subsecti on"
Insert "limtations in (k) of this section”

Page 9, line 11:
Del ete "a new subsecti on”
| nsert "new subsecti ons"

Page 9, follow ng line 21:
| nsert a new subsection to read:

"(k) In a calendar year, the departnent may not
purchase tax credit certificates issued under this
chapt er | f the sum of the purchases exceeds

$50, 000, 000 a person or $200,000,000 a wunit. If the
total of the credit purchases applied for under this
section and subject to the limtation in this
subsection exceeds $200,000,000 for a wunit, the
departnment shall prorate the purchase of tax credit
certificates based on ownership interest in the unit.
Wen calculating a sum of purchases under this

subsection, the departnment shall include anmounts used
to reduce an outstanding liability under (j) of this
section.”

REPRESENTATI VE OLSON obj ected to the anmendnent.

10: 08: 24 PM

REPRESENTATI VE SEATON expl ai ned Anendnent 4. He recounted that
the commttee dealt with the subject of a $25 mllion limtation
on the net operating |loss proposed in the original bill.
[ Version P] changed that to $200 mllion. He pointed out the
difficulty of a large developnment in which there could be

multiple conmpanies and the $200 million per conmpany could run
the state into a very difficult problem of paying the credits it
would be obligated to pay. Amendrment 4 would limt the

redenption in a tax year to $50 million per person, which neans
conpany, and limts an aggregate redenption to $200 mllion for
each unit. He explained that a unit |ooks over a pool of oil

it is a project, and is sonmething that is definable. Thi s
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amendnent recognizes the $200 mllion that the co-chairs
submtted in [Version P] but would get around the problem of
multiple conpanies conmng in and being partners in that project
and the state suddenly having much nore liability. Amendnent 4
woul d not affect the earning of the tax credits, only the timng
of the cash redenption by the state. Amendnent 4 would not
i npact people using tax credits to offset against their tax
l[iability, so it would only be about the cash out of the
treasury.

REPRESENTATI VE SEATON continued his explanation of Anmendnent 4.
He recalled the theoretical project on the North Slope from M.
Arnstrong's testinmony [Arnstrong Ol & Gas Inc.], which could
reach $800 mllion a year. He noted it is now known that today
the state does not have that kind of incone. It could be that
next year the state will have zero net noney from production tax
under the current |aw Amendnent 4 would give twice the
i ndi vi dual conpany redenption of the original bill and would
protect the state budget from volatile and unpredictable
l[Tability. The commttee has discussed this issue a nunber of
times trying to find a solution and doing it by the unit neans
that the state would be protected against those outlier
conditions that could be very Iarge. Representati ve Seaton
concluded his explanation of Amendnent 4 by adding that it is
the solution that the co-chairs were trying to find in the $200

mllion solution and how to protect the state from potenti al
large liabilities, and it would double what the original version
of the bill brought forward for individual conpanies.

10: 11: 59 PM

REPRESENTATI VE OLSON mai ntai ned his objection to Arendnent 4.

A roll call vote was taken. Represent ati ves Seat on, Josephson
and Tarr voted in favor of Anendnent 4. Represent ati ves
Johnson, dson, Herron, Chenault, Talerico, and Nageak voted
against it. Therefore, Anendnent 4 failed by a vote of 3-6.

10: 12: 55 PM

The commttee took an at-ease from10:12 p.m to 10:15 p. m

10: 15: 29 PM

CO CHAI R TALERI CO noved to report the CS for HB 247, Version 29-
GH2609\ P, Shutts, 3/18/ 16, as anended, out of conmmttee wth
i ndi vi dual recommendati ons and t he acconpanying fiscal notes.
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REPRESENTATI VE TARR obj ected for the purpose of discussion.

10: 15: 51 PM

REPRESENTATI VE TARR stated that the commttee has had the
opportunity during the anendnents to talk about the nore
holistic view of what is currently going on in the state and how
this legislation mght fit into it. She said she was hoping the
commttee would produce a bill that she could support because
she feels it is one of the nost inportant conponents of the only
fiscal plan that has been suggested to |legislators so far by the

gover nor. She cannot support the bill in its current form
because other proposals are being considered and there just are
not that many options. There is a $4.1 billion deficit and very
few options for where that gap wll be filled. She
characterized the current version of the bill as unrecognizable
relative to the bill's original version, and said that in many
ways the commttee really worked on two different pieces of
| egi sl ati on. The current version will not get the state on the

path to sustainability and that the state can afford. Chi l dren
are being told their education dollars have to be cut and senior
benefits are being cut because the state cannot afford
ever yt hi ng. She said she is shocked that the |egislature would
nmove forward wth proposals like that wthout sharing the
burden. She said she fears for the state.

10:17: 49 PM

REPRESENTATI VE JOSEPHSON of fered his appreciation for everything
done by the co-chairs, saying it has been appropriate in terns
of procedure and courtesies. He said he shares Representative
Tarr's concerns. A thene heard tonight is that there is a rea
cause for alarm if the credits are not in place as they are
But they could be even nore generous, and so if the goal is to

incentivize then even nore could be done. It was just 10 years
ago that the incentives were $53 nillion, now they are over $600
mllion and are projected to be $800 million. The Departnent of

Envi ronnental Conservation (DEC) is a $20 million general fund
(GF) budget, so the state could do 25 DECs on these credits.
Next year the nunmber grows. The increase is 1,600 percent since
2007. He said he thought that the Senate working group's work
and its recommendations of using a hard 4 percent floor would be
a comon denom nator, that that wuld be at |east the
commttee's own floor for the CS He also thought that the
di scussi on of inadvertence, sonething tal ked about by enal ytica,
woul d have been a source to say, "oh well this wasn't vetted
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very well by the Senate Bill 21 commttees because the economc
climte was so different.”

REPRESENTATI VE JOSEPHSON recalled that earlier today it was
heard that the net operating loss (NO) is designed to be
commensurate wth the tax rate. He charged that that is not
true because the bill reduces the NOL and it is not commensurate
with the tax rate in Cook Inlet right now anyway, so the idea
that the net operating loss should match the tax rate just is
not true. He further recalled hearing earlier today that the
state wants industry to spend even when it is |osing noney.
There is evidence that that is absolutely true, but he thinks it
needs to be nuch less true. He is surprised that given that
next year the state is going to spend $825 nillion on this and
bring in $680 mllion, he would have thought that there would
have been real sense of urgency, |like this 1is totally
unsust ai nabl e. Wth all of the aforenentioned he has real
concern even though he realizes this is not the end of the road
for this bill wunless it does not nove. He expressed his
surprise that there is the feeling that the state nust double
dowmn on these credits when the industry itself is rmaking
cut backs.

10: 20: 58 PM

REPRESENTATI VE SEATON drew attention to the fiscal note [for the
original version of the bill] for conponent nunber 2894, which
is over $926 mllion for capitalizing the [oil and gas tax
credit] fund. He pointed out that this is not addressed in the
CS. Therefore, the fiscal note is just "hanging out there" and
he would suggest that to follow the bill and have the fiscal
note be appropriate to the bill the commttee should zero out
that fiscal note and let the House Finance Conmttee address it
in the appropriate way. Previously in commttee Representative
Hawker has found that when a fiscal note was not significantly
attached to the bill the conmttee has zeroed out the fiscal
note to let the House Finance Comrittee appropriately do it.

REPRESENTATI VE JOHNSON agreed wth Representative Seaton.
Rat her than a zero fiscal note he suggested the fiscal note be
i ndet er m nat e.

REPRESENTATI VE TARR thanked the co-chairs and their staff for
t heir good work.

10: 23: 22 PM
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REPRESENTATI VE JOHNSON noved to adopt an indeterm nate fiscal
note as opposed to the current fiscal note. There being no
objection, an indetermnate fiscal note was adopted to acconpany
the conmittee substitute.

10: 23: 55 PM

The conmittee took a brief at-ease.

10: 24: 34 PM

REPRESENTATI VE JOHNSON clarified he neant for both fiscal notes
to be indeterm nate, not just one.

CO CHAIR TALERI CO wi thdrew his original notion to report the CS
for HB 247, Version 29-GH2609\P, Shutts, 3/18/16, as anended,
out of conmmttee wth individual recomendations and the
acconpanyi ng fiscal notes.

10: 25: 00 PM

CO- CHAI R TALERI CO noved to report the CS for HB 247, Version 29-
GH2609\ P, Shutts, 3/18/16, as anended, out of commttee wth
i ndi vi dual recommendati ons and the anended indeterm nate fisca
not es.

REPRESENTATI VE TARR obj ected for the purpose of calling a vote.

A roll call vote was taken. Represent ati ves Chenault, Johnson
A son, Seaton, Herron, Talerico, and Nageak voted in favor of
the notion to report the CS for HB 247, Version 29-GH2609\P
Shutts, 3/18/16, as anended, out of conmmttee wth individual
recomrendations and the anended indetermnate fiscal notes.
Representatives Tarr and Josephson voted against it. Therefore,
CSHB 247(RES) was reported out of the House Resources Standing
Commttee by a vote of 7-2.

10: 26: 46 PM

The committee took an at-ease from10:26 p.m to 10:29 p. m

10: 29: 54 PM

CO- CHAIR NAGEAK thanked the commttee nenmbers and their staff
for their patience and hard work on HB 247.

AVENDMVENTS to HB 247, VERSI ON 29- GH2609\ P, Shutts, 3/18/16
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Amendnent 18, 29- GH2609\ P. 28, Nauman/ Shutts, 3/21/16:
Page 5, line 8:

Delete "A"

Insert "Subject to the limtation in (g) of this
section, a [Al"

Page 7, line 23:

Del ete "A"

Insert "Subject to the limtation in (qg) of this
section, a [Al"

Page 8, following line 16:
Insert a new bill section to read:

"* Sec. 16. AS 43.55.023 is anended by adding a new
subsection to read:

(q) For a calendar year starting on or after
January 1, 2017, to qualify for a credit under this
section, a producer or explorer shall by July 1 of
the year before the credit is expected to be clained,
submt to the conmssioner the total anount of
expenditures expected to be claimed in the next
cal endar year. To receive a credit after January 1,
2017, the comm ssioner shall approve the anmount under
this subsection. The comrssioner, in consultation
with the comm ssioner of natural resources, nay not
approve an anount wunder this subsection unless the
credit is necessary to nmke the activity of the
producer or explorer economcally feasible. This
subsection does not apply to a credit under (b) of

this section.”

Renunber the follow ng bill

Page 18, |ine 20:
Delete "16, and 17"
| nsert "17, and 18"
Page 18, lines 25 - 26:
Del ete "sec. 29"
| nsert "sec. 30"
Page 18, |ine 27:
Del ete "18, 23, and 24"
| nsert "19, 24, and 25"
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Page

Page

Page

Page

Page

Page

Page

Page

Page

Page

Page

Page

HOUSE RES

18, line 28:
Del ete "sec.
| nsert "sec.

18, line 31:
Del ete "sec.
| nsert "sec.

19, line 2:
Del ete "sec.
| nsert "sec.

19, line 5;:
Del ete "sec.
| nsert "sec.

19, line 8:
Del ete "sec.
| nsert "sec.

19, line 10:
Del ete "sec.
| nsert "sec.

19, line 14:
Del ete "sec.
| nsert "sec.

19, line 15:
Del ete "sec.
| nsert "sec.

19, line 17:
Del ete "sec.
| nsert "sec.

20, line 12:

Del ete "Secti
| nsert "Secti

20, line 13:
Delete "18 -
| nsert "19 -

20, line 15:

Del ete "secs.
| nsert "secs.
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Amendment 22, | abel ed 29- GH2609\ P. 38, Shutts, 3/21/16:

Page 7, line 14:

Delete "and (b) - (d) [(a) - (d)] of this
section”
Insert ", (b) - (d) [(a) - (d)] of this section,

and AS 43.55.028(e)"

Page 7, line 20, following "credit":

Insert "and nay not be applied to reduce a
transferee's total tax liability under AS 43.55.011(e)
by nore than $100, 000,000 in a cal endar year"

Page 8, following line 16:

Insert a new bill section to read:
"* Sec. 16. AS 43.55.025(h) is anended to read:
(h) Subj ect to t he limtations in

AS 43.55.028(e), a [A] producer that purchases a
production tax credit certificate wmy apply the

credits agai nst its production tax levied by
AS 43.55.011(e) for up to $100, 000, 000 of its
production tax liability in a cal endar year .

Regardless of the price the producer paid for the
certificate, the producer may receive a credit against
its production tax liability for the full armount of
the credit, but for not nore than the amount for which
the certificate is issued. A production tax credit
allowed under this section may not be applied nore
t han once."

Renunber the followi ng bill sections accordingly.
Page 8, line 23:

Del et e " $200, 000, 000"
| nsert "$100, 000, 000"

Page 8, line 24, following "year":

Insert ". The amount by which a person has
reduced the person's production tax liability under
AS 43.55.011(e) by using transferable tax credit
certificates count s t oward t he $100, 000, 000
limtation”

Page 8, line 31:
Del ete " $200, 000, 000"
| nsert "$100, 000, 000"
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Page

Page

Page

Page

Page

Page

Page

Page

Page

Page

Page

Page
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18, line 20:
Del ete "16,
| nsert "17,

and 17"
and 18"

18, lines 25 - 26:

Del ete "sec.
| nsert "sec.

18, line 27:
Del ete "18,
| nsert "19,

18, |line 28:
Del ete "sec.
| nsert "sec.

18, line 31:
Del ete "sec.
| nsert "sec.

19, line 2:
Del ete "sec.
| nsert "sec.

19, line 5;:
Del ete "sec.
| nsert "sec.

19, line 8:
Del ete "sec.
| nsert "sec.

19, line 10:
Del ete "sec.
| nsert "sec.

19, line 14:
Del ete "sec.
| nsert "sec.

19, |line 15:
Del ete "sec.
| nsert "sec.

19, line 17:
Del ete "sec.
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| nsert "sec. 30"

Page 20, line 12:
Del ete "Sections 30 and 34"
| nsert "Sections 31 and 35"

Page 20, |ine 13:
Delete "18 - 25, 27, 29, 32, and 33"
| nsert "19 - 26, 28, 30, 33, and 34"

Page 20, |ine 15:
Del ete "secs. 36 and 37"
| nsert "secs. 37 and 38"

Amendment 26, | abel ed 29- GH2609\ P. 40, Naunman/ Shutts, 3/21/16:

Page 1, line 1, following "Act":

Insert "relating to confidential i nformation
status and public record status of information in the
possessi on of the Departnent of Revenue;"

Page 2, follow ng line 31:

Insert a new bill section to read:
"* Sec. 6. AS 40.25.100(a) is anended to read:
(a) Information in the possession of the

Department of Revenue that discloses the particulars
of the business or affairs of a taxpayer or other
person, i ncl udi ng i nformation under
AS 38. 05. 020(b) (11) t hat is subj ect to a
confidentiality agreenment wunder AS 38.05.020(b)(12),
is not a matter of public record, except as provided
in AS 43.05.230(i) - (l) [AS 43.05.230(i) OR (k)] or
for purposes of investigation and |aw enforcenent. The
information shall be kept confidential except when its
production is required in an official investigation

adm ni strative adjudication under AS 43.05.405 -
43. 05.499, or court proceeding. These restrictions do
not prohibit the publication of statistics presented
in a mnner that prevents the identification of
particular reports and itenms, prohibit the publication
of tax lists showing the nanmes of taxpayers who are
del i nquent and relevant information that may assist in
the collection of delinquent taxes, or prohibit the
publication of records, proceedings, and decisions
under AS 43. 05.405 - 43.05.499."

Renunber the follow ng bill sections accordingly.
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Page 3, following line 17:
Insert a new bill section to read:

"* Sec. 8. AS 43.05.230 is anended by adding a new
subsection to read:

(1) The following information for persons
claimng a credit under AS 43.55 is public:
(1) the nane of each person claimng a

credit under AS 43.55;

(2) the aggregate anmount of credits under
AS 43.55 clainmed by the taxpayer in the cal endar year,
except for the credit in AS 43.55.024(j); and

(3) a description of the taxpayer's
activities that generated the credits clainmed under
AS 43.55."

Renunber the followi ng bill sections accordingly.

Page 18, |ine 20:
Delete "Sections 7 - 9, 16, and 17"
| nsert "Sections 9 - 11, 18, and 19"

Page 18, lines 25 - 26:
Del ete "sec. 29"
| nsert "sec. 31"

Page 18, |ine 27:
Delete "secs. 13, 14, 18, 23, and 24"
| nsert "secs. 15, 16, 20, 25, and 26"

Page 18, |ine 28:
Del ete "sec. 29"
| nsert "sec. 31"

Page 18, |ine 31:
Del ete "sec. 29"
| nsert "sec. 31"

Page 19, line 2:
Del ete "sec. 29"
| nsert "sec. 31"

Page 19, line 5:
Del ete "sec. 29"
| nsert "sec. 31"

Page 19, line 8:
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Del ete "sec. 29"
| nsert "sec. 31"

Page 19, |ine 10:
Del ete "sec. 29"
| nsert "sec. 31"

Page 19, line 14:
Del ete "sec. 21"
| nsert "sec. 23"

Page 19, |ine 15:
Del ete "sec. 29"
| nsert "sec. 31"

Page 19, line 17:
Del ete "sec. 29"
| nsert "sec. 31"

Page 20, line 12:
Del ete "Sections 30 and 34"
| nsert "Sections 32 and 36"

Page 20, |ine 13:

Delete "Sections 13, 14, 18 - 25, 27, 29, 32, and
33"

| nsert "Sections 15, 16, 20 - 27, 29, 31, 34, and
35"

Page 20, |ine 15:
Del ete "secs. 36 and 37"
| nsert "secs. 38 and 39"

Amendnent 28, | abel ed 29- GH2609\ P. 54, Nauman/ Shutts, 3/21/16:

Page 8, follow ng line 16:
Insert a new bill section to read:

"* Sec. 16. AS 43.55.023 is anmended by adding a new
Subsection to read:

(q) For the lease expenditures incurred toward a
credit under this section, a producer or explorer
shal |

(1) agree, in witing, to the requirenents
t hat an expl orer nmust agree to under
AS 43.55.025(f)(2); and
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Resources all

(2)

submt to
data that

AS 43.55.025(f)(2)."

Renunber the follow ng bill

Page

Page

Page

Page

Page

Page

Page

Page

Page

Page

Page

HOUSE RES

18, line 20:

Delete "16, and 17"
| nsert "17, and 18"
18, lines 25 - 26:
Del ete "sec. 29"

| nsert "sec. 30"
18, line 27:

Delete "18, 23, and 24"
| nsert "19, 24, and 25"
18, line 28:

Del ete "sec. 29"

| nsert "sec. 30"
18, line 31:

Del ete "sec. 29"

| nsert "sec. 30"
19, line 2:

Del ete "sec. 29"

| nsert "sec. 30"
19, line 5:

Del ete "sec. 29"

| nsert "sec. 30"
19, line 8:

Del ete "sec. 29"

| nsert "sec. 30"
19, line 10:

Del ete "sec. 29"

| nsert "sec. 30"
19, line 14:

Del ete "sec. 21"

| nsert "sec. 22"

19, line 15:
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Del ete "sec. 29"
| nsert "sec. 30"

Page 19, line 17:
Del ete "sec. 29"
| nsert "sec. 30"

Page 20, |line 12:
Del ete "Sections 30 and 34"
| nsert "Sections 31 and 35"

Page 20, |ine 13:
Delete "18 - 25, 27, 29, 32, and 33"
I nsert "19 - 26, 28, 30, 33, and 34"

Page 20, |ine 15:
Del ete "secs. 36 and 37"
| nsert "secs. 37 and 38"

Amendnent 30, | abel ed 29- GH2609\ P. 42, Shutts, 3/21/16:

Page 3, lines 22 - 24:

Delete ", [(1) THE CLAIMANT DOES NOT HAVE AN
OUTSTANDING LIABILITY TO THE STATE FOR UNPAID
DELI NQUENT TAXES UNDER THI'S TI TLE; AND (2)]"

Insert "(1) the claimant does not have an
outstanding liability to the state [FOR UNPAID
DELI NQUENT TAXES UNDER THIS TITLE]; and (2)"

Page 4, lines 3 - b&:

Delete ", [(1) THE CLAIMANT DCES NOT HAVE AN
OUTSTANDING LIABILITY TO THE STATE FOR UNPAID
DELI NQUENT TAXES UNDER THI'S TI TLE; AND (2)]"

Insert "(1) the claimant does not have an
outstanding liability to the state [FOR UNPAID
DELI NQUENT TAXES UNDER THI' S TI TLE]; and (2)"

Page 4, lines 15 - 17:

Delete ", [(1) THE CLAIMANT DOES NOT HAVE AN
QUTSTANDING LIABILITY TO THE STATE FOR UNPAID
DELI NQUENT TAXES UNDER THI S TITLE; AND (2)]"

Insert "(1) the claimant does not have an
outstanding liability to the state [FOR UNPAID
DELI NQUENT TAXES UNDER THI S TI TLE]; and (2)"

Page 17, following line 6:
Insert a new bill section to read:
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"* Sec. 28. AS 43.99.950 is anended by adding a new
par agr aph to read:

(3) "outstanding liability to the state"
nmeans an amount of tax, interest, penalty, fee,
rental, royalty, or other charge for which the state
has issued a demand for paynent that has not been paid
when due and, if <contested, has not been finally
resol ved against the state.”

Renunber the followi ng bill sections accordingly.

Page 18, lines 25 - 26:
Del ete "sec. 29"
| nsert "sec. 30"

Page 18, |ine 28:
Del ete "sec. 29"
| nsert "sec. 30"

Page 18, |ine 31:
Del ete "sec. 29"
| nsert "sec. 30"

Page 19, line 2:
Del ete "sec. 29"
| nsert "sec. 30"

Page 19, line 5:
Del ete "sec. 29"
| nsert "sec. 30"

Page 19, line 8:
Del ete "sec. 29"
| nsert "sec. 30"

Page 19, |ine 10:
Del ete "sec. 29"
| nsert "sec. 30"

Page 19, |ine 15:
Del ete "sec. 29"
| nsert "sec. 30"

Page 19, line 17:

Del ete "sec. 29"
| nsert "sec. 30"
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Page 20, |ine 12:
Del ete "Sections 30 and 34"
| nsert "Sections 31 and 35"

Page 20, |ine 13:
Delete "29, 32, and 33"
| nsert "30, 33, and 34"

Page 20, |ine 15:
Del ete "secs. 36 and 37"
| nsert "secs. 37 and 38"

Amendment 32, | abel ed 29- GH2609\ P. 53, Naunman/ Shutts, 3/21/16:

Page 4, followi ng line 20:
Insert a new bill section to read:
"* Sec. 10. AS 43.55.011(f) is anended to read:

() The levy of tax under (e) of this section

for
(1) oil and gas produced before January 1,

2017 [JANUARY 1, 2022], from | eases or properties that
include land north of 68 degrees North latitude, other
than gas subject to (o) of this section, nmay not be
| ess than

(A) 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;

(B) 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;

(O 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;

(D) 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

(E) zero percent of the gross value at the
poi nt of production when the average price per barre
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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 $15 or |ess; [AND

(2) oil and gas produced on and after
January 1, 2017, and before January 1, 2022, from
| eases or properties that include land north of 68
degrees North latitude, other than gas subject to (0)
of this section, may not be less than five percent of
the gross value at the point of production; and

(3) oil produced on and after January 1,
2022, from |eases or properties that include |and
north of 68 degrees North l|atitude may not be |ess
than five percent of the gross value at the point of
producti on

[(A) FOUR PERCENT OF THE GROSS VALUE AT THE
PO NT OF PRODUCTI ON WHEN THE AVERAGE PRI CE PER BARREL
FOR ALASKA NORTH SLOPE CRUDE O L FOR SALE ON THE
UNI TED STATES WEST COAST DURI NG THE CALENDAR YEAR FOR
VWH CH THE TAX | S DUE | S MORE THAN $25;

(B) THREE PERCENT OF THE GROSS VALUE AT THE
PO NT OF PRODUCTI ON WHEN THE AVERAGE PRI CE PER BARREL
FOR ALASKA NORTH SLOPE CRUDE OL FOR SALE ON THE
UNI TED STATES WEST COAST DURI NG THE CALENDAR YEAR FOR
VWHI CH THE TAX IS DUE | S OVER $20 BUT NOT OVER $25

(O TWO PERCENT OF THE GROSS VALUE AT THE
PO NT OF PRODUCTI ON WHEN THE AVERAGE PRI CE PER BARREL
FOR ALASKA NORTH SLOPE CRUDE OL FOR SALE ON THE
UNI TED STATES WEST COAST DURI NG THE CALENDAR YEAR FOR
VWHI CH THE TAX | S DUE | S OVER $17.50 BUT NOT OVER $20

(D) ONE PERCENT OF THE GROSS VALUE AT THE
PO NT OF PRODUCTI ON WHEN THE AVERAGE PRI CE PER BARREL
FOR ALASKA NORTH SLOPE CRUDE OL FOR SALE ON THE
UNI TED STATES WEST COAST DURI NG THE CALENDAR YEAR FOR
WH CH THE TAX IS DUE IS OVER $15 BUT NOT OVER $17.50;
OR

(E) ZERO PERCENT OF THE GROSS VALUE AT THE
PO NT OF PRODUCTI ON WHEN THE AVERAGE PRI CE PER BARREL
FOR ALASKA NORTH SLOPE CRUDE O L FOR SALE ON THE
UNI TED STATES WEST COAST DURI NG THE CALENDAR YEAR FOR
VWH CH THE TAX I S DUE IS $15 OR LESS] . "

Renunber the followi ng bill sections accordingly.
Page 5, following line 6:

| nsert new bill sections to read:
"* Sec. 12. AS 43.55.020(a) is anended to read:
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(a) For a cal endar year, a producer subject to
tax under AS 43.55.011 shall pay the tax as foll ows:

(1) for oil and gas produced Dbefore
January 1, 2014, an installment 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
month of the calendar year on the last day of the
following nonth; except as otherw se provided under
(2) of this subsection, the amobunt of the install nent
paynent is the sum of the follow ng anmounts, 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 anpbunt of the installnent
paynment may not be | ess than zero:

(A for oil and gas not subject to
AS 43.55.011(o0) or (p) produced from |eases or
properties in the state outside the Cook Inlet
sedimentary basin, other than |eases or properties
subj ect to AS 43.55.011(f), the greater of

(1) zero; or

(i1i) the sumof 25 percent and the tax rate
calculated for the nonth under AS 43.55.011(9)
multiplied by the renminder obtained by subtracting
1/ 12 of the producer's adjusted |ease expenditures for
t he cal endar year of production under AS 43.55.165 and
43.55.170 that are deductible for the oil and gas
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 nonth for which the
install ment 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;

(1) zero percent, one percent, t wo
percent, t hree percent, or f our percent, as
applicable, of +the gross value at the point of
production of the oil and gas produced fromthe | eases
or properties during the nmonth for which the
i nstal |l ment paynent is cal cul ated; or

(rit) the sum of 25 percent and the tax
rate calculated for the nonth under AS 43.55.011(0Q)
multiplied by the remainder obtained by subtracting
1/ 12 of the producer's adjusted |ease expenditures for
t he cal endar year of production under AS 43.55.165 and
43.55.170 that are deductible for the oil and gas
under AS 43.55.160 from the gross value at the point
of production of the oil and gas produced from those
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| eases or properties during the nonth for which the
i nstal |l ment paynment is cal cul at ed;

(O for oi | or gas subj ect to
AS 43.55.011(j), (k), or (o), for each |ease or
property, the greater of

(1) zero; or

(i1i) the sumof 25 percent and the tax rate
calculated for the nonth under AS 43.55.011(09)
multiplied by the remainder obtained by subtracting
1/ 12 of the producer's adjusted |ease expenditures for
t he cal endar year of production under AS 43.55.165 and
43.55. 170 that are deductible under AS 43.55.160 for
the oil or gas, respectively, produced from the |ease
or property from the gross value at the point of
production of the oil or gas, respectively, produced
fromthe |ease or property during the nonth for which
the install ment paynent is cal cul at ed;

(D) for oi | and gas subj ect to
AS 43.55.011(p), the |l esser of

(1) the sum of 25 percent and the tax rate
calculated for the nmonth under AS 43.55.011(9)
multiplied by the remainder obtained by subtracting
1/ 12 of the producer's adjusted |ease expenditures for
t he cal endar year of production under AS 43.55.165 and
43.55.170 that are deductible for the oil and gas
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 nonth for which the
install ment paynent is calculated, but not |ess than
zero; or

(1i) four percent of the gross value at the
poi nt of production of the oil and gas produced from
the |eases or properties during the nonth, but not
| ess than zero;

(2) an ampount calculated under (1)(C of
this subsection for oi | or gas subj ect to
AS 43.55.011(j), (k), or (o) my not exceed the
product obtained by carrying out the calculation 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
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t he anount of taxable oil produced during the cal endar
year;

(3) an installnment paynent of the estimated
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 anmount of the
i nstal |l nent paynent is the sum of

(A the applicable tax rate for oil
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
provided wunder 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, net of any credits applied as allowed by
law, that exceeds the total of the anounts due as
install nent paynents of estimated tax is due on
March 31 of the year following the calendar year of
producti on;

(5) for oil and gas produced on and after
January 1, 2014, and before January 1, 2022, an
install ment paynent of the estimted 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 cal endar
year on the last day of the follow ng nonth; except as
otherwi se provided under (6) of this subsection, the
anmount of the installnment paynent is the sum of the
following 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 anmobunt of the installnent paynent nay not be |ess
t han zero:

(A for oil and gas not subject to
AS 43.55.011(o) or (p) produced from |eases or
properties in the state outside the Cook Inlet
sedimentary basin, other than |eases or properties
subj ect to AS 43.55.011(f), the greater of

(1) zero; or

(ii) 35 percent nmultiplied by the renainder
obtained by subtracting 1/12 of the producer’'s
adj usted | ease expenditures for the cal endar year of
production under AS 43.55.165 and 43.55.170 that are
deductible for the oil and gas under AS 43.55.160 from
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the gross value at the point of production of the oi
and gas produced from the |eases or properties during
the nonth for which the installnment 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

(1) zero

(i) zero percent, one percent, t wo
percent, three percent, [OR] four percent, or five
percent, as applicable, of the gross value at the
poi nt of production of the oil and gas produced from
the |eases or properties during the nonth for which
the install ment paynent is cal cul ated; or

(rit) 35 percent multiplied by the
remai nder obtained by subtracting 1/12 of t he
producer's adjusted |ease expenditures for t he

cal endar year of production under AS 43.55.165 and
43.55.170 that are deductible for the oil and gas
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 nonth for which the
install ment paynment is calculated, except that, for
t he purposes of this calculation, a reduction fromthe
gross value at the point of production nmay apply for
oil and gas subject to AS 43.55.160(f) or (9);

(O for oi | or gas subj ect to
AS 43.55.011(j), (k), or (o), for each |ease or
property, the greater of

(i) zero; or

(ii) 35 percent nultiplied by the remainder
obtained by subtracting 1/12 of the producer's
adjusted |ease expenditures for the calendar year of
production under AS 43.55.165 and 43.55.170 that are
deducti ble wunder AS 43.55.160 for the oil or gas,
respectively, produced fromthe |ease or property from
the gross value at the point of production of the oi
or gas, respectively, produced from the |ease or
property during the nmonth for which the install nent
paynment is cal cul at ed;

(D) for oi | and gas subj ect to
AS 43.55.011(p), the |l esser of

(1) 35 percent nmultiplied by the remainder
obtained by subtracting 1/12 of the producer's
adjusted |ease expenditures for the calendar year of
production under AS 43.55.165 and 43.55.170 that are
deductible for the oil and gas under AS 43.55.160 from
the gross value at the point of production of the oi
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and gas produced from the |eases or properties during
the nonth for which the installnment paynment is
cal cul ated, but not |ess than zero; or

(i) four percent of the gross value at the
poi nt of production of the oil and gas produced from
the |eases or properties during the nonth, but not
| ess than zero;

(6) an amount cal culated under (5)(C) of
this subsecti on for oi | or gas subj ect to
AS 43.55.011(j), (k), or (o) my not exceed the
product obtained by carrying out the calculation 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 nonth for
t he anount of taxable oil produced during the cal endar
year ;

(7) for oil and gas produced on or after
January 1, 2022, 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
month of the calendar year on the last day of the
followi ng nonth; the anmobunt of the installnent paynment
is the sum of the followi ng anobunts, 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 vyear, but the amount of the installnent
paynent may not be |ess than zero:

(A for oil produced from |[|eases or
properties that include land north of 68 degrees North
| atitude, the greatest of

(1) zero

(ii) five [ZERO PERCENT, ONE PERCENT, TWO
PERCENT, THREE PERCENT, OR FOUR] percent [, AS
APPLI CABLE,] of the gross value at the point of
production of the oil produced from the |eases or
properties during the nonth for which the install nent
paynent is cal cul ated; or

(i) 35 percent multiplied by the
remai nder obtained by subtracting 1/12 of t he
producer's adjusted |ease expenditures for t he

cal endar year of production wunder AS 43.55.165 and
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43.55.170 that are deductible for the oil under
AS 43.55.160(h)(1) from the gross value at the point
of production of the oil produced from those | eases or
properties during the nonth for which the install nent
paynent is calculated, except that, for the purposes
of this calculation, a reduction from the gross val ue
at the point of production may apply for oil subject
to AS 43.55.160(f) or 43.55.160(f) and (9);

(B) for oil produced before or during the
| ast cal endar year under AS 43.55.024(b) for which the
pr oducer coul d t ake a t ax credit under
AS 43.55.024(a), from |eases or properties in the
state outside the Cook Inlet sedinmentary basin, no
part of which is north of 68 degrees North I|atitude,
ot her t han | eases or properties subj ect to
AS 43.55.011(p), the greater of

(1) zero; or

(ii) 35 percent multiplied by the renainder
obtained by subtracting 1/12 of the producer’'s
adj usted | ease expenditures for the cal endar year of
production under AS 43.55.165 and 43.55.170 that are
deductible for the oil wunder AS 43.55.160(h)(2) from
the gross value at the point of production of the oil
produced from the |eases or properties during the
month for which the install nent paynment is cal cul at ed;

(© for oil and gas produced from | eases or
properties subject to AS 43.55.011(p), except as
ot herwi se provided under (8) of this subsection, the
sum of

(i) 35 percent multiplied by the remainder
obtained by subtracting 1/12 of the producer's
adjusted |ease expenditures for the calendar year of
production under AS 43.55.165 and 43.55.170 that are
deductible for the oil wunder AS 43.55.160(h)(3) from
the gross value at the point of production of the oil
produced from the |eases or properties during the
month for which the installnment paynent is cal cul ated,
but not |ess than zero; and

(1) 13 percent of the gross value at the
point of production of the gas produced from the
| eases or properties during the nonth, but not |ess
t han zero;

(D) for oil produced from |eases or
properties in the state, no part of which is north of
68 degrees North latitude, other than |[|eases or
properties subject to (B) or (C of this paragraph,
the greater of
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(i) zero; or

(i1i) 35 percent multiplied by the remainder
obtained by subtracting 1/12 of the producer's
adj usted | ease expenditures for the calendar year of
production under AS 43.55.165 and 43.55.170 that are
deductible for the oil wunder AS 43.55.160(h)(4) from
the gross value at the point of production of the oi
produced from the |eases or properties during the
month for which the installnent paynent is cal cul at ed;

(E) for gas produced from each |ease or
property in the state, other than a |ease or property
subject to AS 43.55.011(p), 13 percent of the gross
value at the point of production of the gas produced
from the | ease or property during the nonth for which
the installnment paynment is calculated, but not |ess
t han zero;

(8) an amount calculated under (7)(C of
this subsection may not exceed four percent of the
gross value at the point of production of the oil and
gas produced from |leases or properties subject to
AS 43.55.011(p) during the nonth for which the
install ment paynent is cal cul at ed;

(9) for purposes of the calculation under
(1) (B)(ii), (5)(B)(ii), and  (7)(A)(ii) of this
subsection, the applicable percentage of the gross
value at the point of production is deternm ned under
AS 43.55.011(f) [AS 43.55.011(f)(1) OR (2)] but
substituting the phrase "nonth for which the
install ment paynent is calculated” in AS 43.55.011(f)
[ AS 43.55.011(f)(1) AND (2)] for the phrase "cal endar
year for which the tax is due.”

* Sec. 13. AS 43.55.020(i) is anmended to read:

(1) Notwi t hstanding any contrary provision of
AS 43.05.225 or (g) or (h) of this section, if the
anount of a tax paynent, including an installnent

paynment, due under (a)(1l) - (5) [(4)] of this section
is affected by the retroactive application of a
regul ati on adopted under this chapter, the departnent
shal | determ ne whether the retroactive application of
t he regul ati on caused an under paymnent or an
over paynent of the anpbunt due and adjust the interest
due on the affected paynent as foll ows:

(1) if an underpaynment of the anpbunt due
occurred, the departnment shall waive interest that
woul d ot herwi se accrue for the underpaynent before the
first day of the second nonth following the nonth in
whi ch the regul ati on becane effective, if
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(A the departnment determines that the

producer's under paynent resul ted because t he
regul ation was not in effect when the paynent was due;
and

(B) the producer denonstrates that it made
a good faith estimate of its tax obligation in |ight
of the regulations then in effect when the paynent was
due and paid the estimted tax;

(2) if an overpaynent of the anount due
occurred and the departnent determnes that the
producer's overpaynent resulted because the regul ation
was not in effect when the paynent was due, the
obligation for a refund for the overpaynent does not
begin to accrue interest earlier than the follow ng,
as applicabl e:

(A except as otherw se provided under (B)
of this paragraph, the first day of the second nonth
following the nmonth in which the regulation becane

effective;

(B) 90 days after an anended statenent
under AS 43.55.030(a) and an application to request a
refund of production tax paid is filed, if the

overpaynment was for a period for which an anended
statenent wunder AS 43.55.030(a) was required to be
filed before the regul ati on becane effective."

Renunber the followi ng bill sections accordingly.

Page 18, |ine 20:
Delete "16, and 17"
| nsert "19, and 20"

Page 18, lines 25 - 26:
Del ete "sec. 29"
| nsert "sec. 32"

Page 18, |ine 27:
Delete "secs. 13, 14, 18, 23, and 24"
| nsert "secs. 16, 17, 21, 26, and 27"

Page 18, |ine 28:
Del ete "sec. 29"
| nsert "sec. 32"

Page 18, |ine 31:

Del ete "sec. 29"
| nsert "sec. 32"
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Page

19, line 2:

Del ete "sec. 29"
| nsert "sec. 32"
Page 19, line 5:
Del ete "sec. 29"
| nsert "sec. 32"
Page 19, line 8:
Del ete "sec. 29"
| nsert "sec. 32"
Page 19, |ine 10:
Del ete "sec. 29"
| nsert "sec. 32"
Page 19, |ine 14:
Del ete "sec. 21"
| nsert "sec. 24"
Page 19, |ine 15:
Del ete "sec. 29"
| nsert "sec. 32"
Page 19, line 17:
Del ete "sec. 29"
| nsert "sec. 32"
Page 20, line 12:
Del ete "Sections 30 and 34"
| nsert "Sections 33 and 37"
Page 20, |ine 13:
Del ete "Sections 13, 14, 18 - 25, 27, 29, 32, and
33"
| nsert "Sections 16, 17, 21 - 28, 30, 32, 35, and
36"
Page 20, |ine 15:
Del ete "secs. 36 and 37"
| nsert "secs. 39 and 40"
Anmendment 33, | abel ed 29- GH2609\ P. 27, Naunman/ Shutts, 3/19/16:
Page 1, line 4, following "credit;":
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Insert "relating to the mninmum tax for certain
oil and gas production; relating to the mninmm tax
calculation for nmonthly install nment paynents  of
estimated tax;"

Page 5, following |line 6:

Insert a new bill section to read:

"* Sec. 11. AS 43.55 is anmended by adding a new
section to read:

Sec. 43.55.022. Limtations on tax credits. (a) A
tax credit or a fraction of a tax credit under
AS 43.55.023, 43.55.024, and 43.55.025 may not be
subtracted in calculating an installnment paynent of
estimated tax required under AS 43.55.020(a) if the
resulting anount of the installnment paynment would be
less than the amount in AS 43.55.020(a)(5)(B)(ii) or
(7)(A) (ii1), as applicable.

(b) The total amount of tax credits wunder
AS 43.55.023, 43.55.024, and 43.55.025 that nmay be
applied against a tax levied by AS 43.55.011(e) for a
cal endar year may not exceed the sum of the anount of
the tax credits or fractions of tax credits that are
al l oned under (a) of this section to be subtracted in
calculating the installnment paynents of estimated tax
for each nmonth in the cal endar year."

Renunber the followi ng bill sections accordingly.

Page 6, following line 22:

Insert a new bill section to read:

"* Sec. 14. AS 43.55.023(c) is anended to read:

(c) A credit or portion of a credit under this
section may not be wused to reduce a person's tax
liability under AS 43.55.011(e) for any cal endar year
below the anpbunt calculated under AS 43.55.011(f)
[ZERQ, and any unused credit or portion of a credit
not used under this subsection nmay be applied in a
| at er cal endar year."

Renunber the followi ng bill sections accordingly.

Page 8, following line 16:
I nsert new bill sections to read:
"* Sec. 18. AS 43.55.024(g) is anended to read:
(9) A tax credit authorized by (c) of this
section may not be applied to reduce a producer's tax
litability for any calendar year under AS 43.55.011(e)
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below the amount calculated under AS 43.55.011(f)
[ ZERQ .
* Sec. 19. AS 43.55.024(i) is amended to read:
(1) A producer may apply against the producer's
t ax liability for t he cal endar year under
AS 43.55.011(e) a tax credit of $5 for each barrel of
oil taxable under AS 43.55.011(e) that neets one or
nore of the criteria in AS 43.55.160(f) or (g) and
that is produced during a calendar year after
Decenber 31, 2013. A tax credit authorized by this
subsection may not reduce a producer's tax liability
for a calendar year under AS 43.55.011(e) below the
amount cal cul ated under AS 43.55.011(f) [ZERQ .
* Sec. 20. AS 43.55.025(i) is amended to read:
(i) For a production tax «credit under this
section,

(1) a credit may not be applied to reduce a
taxpayer's tax liability under AS 43.55.011(e) bel ow
t he anount cal cul ated under AS 43.55.011(f) [ZERO for
a cal endar year; and

(2) an anpunt of the production tax credit
in excess of the amount that may be applied for a
cal endar year wunder this subsection may be carried
forward and applied against the taxpayer's tax
l[Ttability under AS 43.55.011(e) in one or nore |later
cal endar years."

Renunber the followi ng bill sections accordingly.

Page 18, |line 20, follow ng "APPLI CABILITY.":
Delete "Sections 7 - 9, 16, and 17"
Insert "(a) Sections 7 - 9, 21, and 22"

Page 18, followi ng line 21:
I nsert a new subsection to read:

"(b) The limtations on the use of tax credits
added in AS 43.55.022, added by sec. 11 of this Act,
AS 43.55.024(g) and (i), as anended by secs. 18 and 19
of this Act, and AS 43.55.025(i), as anended by sec.
20 of this Act, apply to credits applied to reduce a
tax liability for a tax year starting on or after the
effective date of secs. 11 and 18 - 20 of this Act."

Page 18, lines 25 - 26:

Del ete "sec. 29"
| nsert "sec. 34"
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Page

Page

Page

Page

Page

Page

Page

Page

Page

Page

Page
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18, line 27:

Del ete "secs.
| nsert "secs.

18, line 28:
Del ete "sec.
| nsert "sec.

18, |line 31:
Del ete "sec.
| nsert "sec.

19, line 2:
Del ete "sec.
| nsert "sec.

19, line 5:
Del ete "sec.
| nsert "sec.

19, line 8:
Del ete "sec.
| nsert "sec.

19, line 10:
Del ete "sec.
| nsert "sec.

19, line 14:
Del ete "sec.
| nsert "sec.

19, line 15:
Del ete "sec.
| nsert "sec.

19, line 17:
Del ete "sec.
| nsert "sec.

20, line 12:

13,
15,

29"
34"

29"
34"

29"
34"

29"
34"

29"
34"

29"
34"

21"
26"

29"
34"

29"
34"

Del ete "Secti ons
| nsert "Sections

20, line 13:

Del ete "Sections

COW TTEE

14, 18, 23, and 24"
16, 23, 28, and 29"

30 and 34"
35 and 39"

13, 14,
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| nsert "Sections 15, 16, 23 - 30, 32, 34, 37, and
38"

Page 20, |ine 15:
Del ete "secs. 36 and 37"
| nsert "secs. 41 and 42"

Anmendment 35, | abel ed 29- GH2609\ P. 7, Shutts, 3/19/16:

Page 5, lines 7 - 26:
Delete all material and insert:
"* Sec. 11. AS 43.55.023(a) is anended to read:
(a) A producer or explorer may take a tax credit
for a qualified capital expenditure as foll ows:

(1) notwi t hstanding that a qualified
capi tal expenditure my be a deductible |ease
expenditure for purposes of calculating the production
tax value of oil and gas under AS 43.55.160(a), unless
a credit for that expenditure is taken under
AS 38.05.180(i), AS 41.09. 010, AS 43. 20. 043, or
AS 43.55.025, a producer or explorer that incurs a
qualified capital expenditure may also elect to apply
a tax credit against a tax levied by AS 43.55.011(e)
in the amount of

(A 20 percent of an [THAT] expenditure
i ncurred before July 1, 2016;

(B 10 percent of an expenditure incurred
on or after July 1, 2016;

(2) a producer or explorer my take a
credit for a qualified capital expenditure incurred in
connection with geological or geophysical exploration
or in connection with an exploration well only if the
producer or explorer

(A agrees, in witing, to the applicable
provi sions of AS 43.55.025(f)(2); and

(B) submts to the Departnment of Natural

Resources all data that would be required to be
subm tted under AS 43.55.025(f)(2);

(3) a credit for a qualified capita
expenditure incurred to explore for, develop, or
produce oil or gas deposits located north of 68

degrees North latitude may be taken only if the
expenditure is incurred before January 1, 2014.
* Sec. 12. AS 43.55.023(a), as anended by sec. 11
of this Act, is anended to read:
(a) A producer or explorer may take a tax credit
for a qualified capital expenditure as foll ows:
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(1) notwi t hstanding that a qualified
capi tal expenditure my be a deductible |[ease
expenditure for purposes of calculating the production
tax value of oil and gas under AS 43.55.160(a), unless
a credit for that expenditure is taken under
[ AS 38.05.180(i), AS 41.09.010,] AS 43.20.043 [,] or
AS 43.55.025, a producer or explorer that incurs a
qualified capital expenditure may also elect to apply
a tax credit against a tax levied by AS 43.55.011(e)
in the amount of

(A 20 percent of an expenditure incurred
before July 1, 2016;

(B) 10 percent of an expenditure incurred
on or after July 1, 2016;

(2) a producer or explorer my take a
credit for a qualified capital expenditure incurred in
connection with geological or geophysical exploration
or in connection with an exploration well only if the
producer or explorer

(A agrees, in witing, to the applicable
provi sions of AS 43.55.025(f)(2); and

(B) submts to the Departnment of Natural

Resources all data that would be required to be
subm tted under AS 43.55.025(f)(2);

(3) a credit for a qualified capita
expenditure incurred to explore for, develop, or
produce oil or gas deposits located north of 68

degrees North latitude may be taken only if the
expenditure is incurred before January 1, 2014."

Renunber the followi ng bill sections accordingly.

Page 8, follow ng line 16:
Insert a new bill section to read:

"* Sec. 17. AS 43.55.023(1), as anmended by sec. 16
of this Act, is anended to read:

(1) A producer or explorer may apply for a tax
credit for a well |ease expenditure incurred in the
state south of 68 degrees North latitude after
June 30, 2010, as follows:

(1) notwi thstanding that a well |ease
expenditure incurred in the state south of 68 degrees
North latitude may be a deductible |ease expenditure
for purposes of calculating the production tax value
of oil and gas under AS 43.55.160(a), unless a credit
for that expenditure is taken wunder [(a) OF TH'S
SECTI ON,] AS 43.20.043, or AS 43.55.025, a producer or
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explorer that incurs a well |ease expenditure in the
state south of 68 degrees North latitude may elect to
apply a tax credit agai nst a tax levied by
AS 43.55.011(e) in the anount of

(A 40 percent of an expenditure incurred
before January 1, 2017;

(B) 30 percent of an expenditure incurred
on or after January 1, 2017, and before January 1,
2018;

(O 20 percent of an expenditure incurred
on or after January 1, 2018;

(2) a producer or explorer my take a
credit for a well |ease expenditure incurred in the
state south of 68 degrees North latitude in connection
with geological or geophysical exploration or in

connection wth an exploration well only if the
producer or explorer
(A agrees, in witing, to the applicable

provi sions of AS 43.55.025(f)(2); and

(B) submts to the Departnment of Natural
Resources all data that would be required to be
subm tted under AS 43.55.025(f)(2)."

Renunber the followi ng bill sections accordingly.
Page 9, line 24:

Delete "(lI) or under AS 43.55.023(h)"
I nsert "under AS 43.55.023(b) or (I)"

Page 10, following line 3:
Insert a new bill section to read:

"* Sec. 21. AS 43.55.029(a), as anended by sec. 20
of this Act, is anended to read:

(a) An explorer or producer that has applied for

a production tax credit under former AS 43.55.023(a)
or (1) or under AS 43.55.023(b) or (I) or 43.55.025(a)
may make a present assignnent of the production tax
credit certificate expected to be issued by the
departnment to a third-party assignee. The assignnent
may be made either at the time the application is
filed with the departnent or not l|ater than 30 days
after the date of filing with the departnent. Once a
notice of assignment in conpliance with this section
is filed with the departnment, the assignnent is
irrevocabl e and cannot be nodified by the explorer or
producer without the witten consent of the assignee
naned in the assignnent. |f a production tax credit
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certificate is issued to the explorer
assi gnnent
filed wwth the departnent
with any application for

noti ce of

t oget her

or producer, the
remains effective and shall be
by the explorer or producer
the departnent to

purchase the certificate under AS 43.55.028(e)."

Renunber the follow ng bill

Page

Page

17, line 9:

Del ete "43.55.023(1),

17,

| nsert a new bill

sections accordingly.

43.55.023(n)"

following |ine 10:

section to read:

"* Sec. 33. AS 43.55.023(l) and 43.55.023(n) are
repeal ed. "
Page 18, |ine 20:
Delete "16, and 17"
| nsert "18, and 19"
Page 18, lines 24 - 25:
Del ete "AND WELL LEASE EXPENDI TURES"
Page 18, |ine 25:
Delete ", (1), (n),"
Page 18, |ine 26:
Del ete "sec. 29"
| nsert "sec. 32"
Page 18, |ine 27:
Delete "secs. 13, 14, 18, 23, and 24"
| nsert "secs. 14, 15, 20, 26, and 27"
Page 18, |ine 28:
Delete "(1)"
Del ete "sec. 29"
| nsert "sec. 32"
Page 18, |ine 31:
Del ete "sec. 29"
| nsert "sec. 32"
Page 19, line 1:
Delete ";"
| nsert "."
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Page 19, lines 2 - 6:
Delete all material.

Page 19, line 8:
Del ete "sec. 29"
| nsert "sec. 32"

Page 19, |ine 10:
Del ete "sec. 29"
| nsert "sec. 32"

Page 19, followi ng line 10:
Insert a new bill section to read:
"* Sec. 37. The wuncodified law of the State of
Al aska i s anended by adding a new section to read:
TRANSI TI ON: WELL LEASE EXPENDI TURES. (a)
Not wi t hstanding the repeal of AS 43.55.023(1) and (n)

by sec. 33 of this Act, and the anmendnent to
AS 43.55.029(a) by sec. 21 of this Act, a taxpayer who
incurs a well |ease expenditure before the effective

date of sec. 33 of this Act that qualifies for a well
| ease expenditure credit wunder AS 43.55.023(1) may
apply for a credit or transferable tax credit
certificate wunder AS 43.55.023 and assign the tax
credit wunder AS 43.55.029, as those sections read on
the day before the effective date of sec. 33 of this
Act .

(b) The Departnment of Revenue may continue to
apply and enforce AS 43.55.023 and 43.55.029, as those
sections read on the day before the effective date of
sec. 33 of this Act, for qualified capital
expenditures and well |ease expenditures incurred
before the effective date of sec. 33 of this Act."

Renunber the followi ng bill sections accordingly.

Page 19, |ine 14:
Del ete "sec. 21"
| nsert "sec. 24"

Page 19, |ine 15:
Del ete "sec. 29"
| nsert "sec. 32"

Page 19, line 17:

Del ete "sec. 29"
| nsert "sec. 32"
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Page 20, |ine 12:
Del ete "Sections 30 and 34"
| nsert "Sections 34 and 39"

Page 20, following line 12:

Insert a new bill section to read:

"* Sec. 42. Section 11 of this Act takes effect
July 1, 2016."
Renunber the follow ng bill sections accordingly.

Page 20, |ine 13:

Del ete "Sections 13, 14, 18 - 25, 27, 29, 32, and
33"

| nsert "Sections 14, 15, 20, 22 - 28, 30, 32, 36,
and 38"

Page 20, lines 13 - 14:
Del ete "January 1, 2022"
Insert "July 1, 2017"

Page 20, followi ng line 14:
I nsert a new bill section to read:

"* Sec. 44. Sections 21, 33, and 37 of this Act
take effect January 1, 2022."

Renunber the followi ng bill section accordingly.
Page 20, |ine 15:
Del ete "secs. 36 and 37"

| nsert "secs. 41 - 44"

Amendnent 38, | abel ed 29- GH2609\ P. 44, Nauman/ Shutts, 3/21/16:

Page 11, followi ng |ine 15:
Insert a new bill section to read:
"* Sec. 21. AS 43.55.150 is anmended by adding a new
Subsection to read:
(d) The gross value at the point of production
may not be | ess than zero.™

Renunber the followi ng bill sections accordingly.
Page 18, lines 25 - 26:

Del ete "sec. 29"
| nsert "sec. 30"
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Page

Page
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Page

Page
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18, line 27:
Del ete "23,
| nsert " 24,

18, |line 28:
Del ete "sec.
| nsert "sec.

18, line 31:
Del ete "sec.
| nsert "sec.

19, line 2:
Del ete "sec.
| nsert "sec.

19, line 5;:
Del ete "sec.
| nsert "sec.

19, line 8:
Del ete "sec.
| nsert "sec.

19, line 10:
Del ete "sec.
| nsert "sec.

19, line 14:
Del ete "sec.
| nsert "sec.

19, |line 15:
Del ete "sec.
| nsert "sec.

19, line 17:
Del ete "sec.
| nsert "sec.

20, line 12:
Del et e " Sect
| nsert " Sect

20, line 13:
Delete "18 -

COW TTEE

and 24"
and 25"

29"
30"

29"
30"

29"
30"

29"
30"

29"
30"

29"
30"

21"
22"

29"
30"

29"
30"

i ons
i ons

25, 27, 29, 32, and 33"

30 and 34"
31 and 35"
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| nsert "18 - 20, 22 - 26, 28, 30, 33, and 34"
Page 20, |ine 15:

Del ete "secs. 36 and 37"

| nsert "secs. 37 and 38"

Amendment 40, | abel ed 29- GH2609\ P. 26, Naunman/ Shutts, 3/19/16:

Page 11, followi ng line 15:

I nsert new bill sections to read:
"* Sec. 21. AS 43.55.160(f) is anended to read:
() On and after January 1, 2014, in the

calculation of an annual production tax value of a
producer under (a)(1)(A) or (h)(1) of this section,
the gross value at the point of production of oil or
gas produced from a |lease or property north of 68
degrees North latitude neeting one or nore of the
following criteria is reduced by 20 percent: (1) the
oil or gas is produced from a |lease or property that
does not contain a lease that was within a unit on
January 1, 2003; (2) the oil or gas is produced froma
participating area established after Decenber 31,

2011, t hat i's wi t hin a uni t f or med under
AS 38. 05. 180( p) before January 1, 2003, i f t he
participating area does not contain a reservoir that
had previ ously been in a parti ci pating area

established before Decenber 31, 2011; (3) the oil or
gas is produced from acreage that was added to an
existing participating area by the Departnent of
Natural Resources on and after January 1, 2014, and
the producer denonstrates to the departnent that the
vol une of oil or gas produced is from acreage added to
an existing participating area. This subsection does
not apply to gas produced before 2022 that is used in
the state or to gas produced on and after January 1,
2022. For oil or gas produced after January 1, 2017
the reduction under this subsection shall apply to oil
or gas produced froma | ease or property for the first
four years after the comencenent of production in
comercial quantities of oil or gas fromthat | ease or
property. For oil or gas produced before January 1,
2017, the reduction under this subsection for a |ease
or property shall expire January 1, 2021. A reduction
under this subsection may not reduce the gross value
at the point of production below zero. 1In this
subsection, "participating area" neans a reservoir or
portion of a reservoir producing or contributing to
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production as approved by the Department of Natural
Resour ces.
* Sec. 22. AS 43.55.160(g) is anmended to read:

(g0 On and after January 1, 2014, in addition to
the reduction wunder (f) of this section, in the
calculation of an annual production tax value of a
producer under (a)(1)(A) or (h)(1) of this section,
the gross value at the point of production of oil or
gas produced from a |ease or property north of 68
degrees North latitude that does not contain a |ease
that was within a unit on January 1, 2003, is reduced
by 10 percent if the oil or gas is produced from a
unit made up solely of leases that have a royalty
share of nore than 12.5 percent in anount or val ue of
the production renoved or sold from the |ease as
determ ned under AS 38.05.180(f). This subsection does
not apply if the royalty obligation for one or nore of
the leases in the wunit has been reduced to 12.5
percent or |ess under AS 38.05.180(j) for all or part
of the calendar year for which the annual production
tax value is calculated. This subsection does not
apply to gas produced before 2022 that is used in the
state or to gas produced on and after January 1, 2022.
For oil or gas produced after January 1, 2017, the
reduction under this subsection shall apply to oil or
gas produced from a |ease or property for the first
four years after the comencenent of production in
comercial quantities of oil or gas fromthat |ease or
property. For oil or gas produced before January 1,
2017, the reduction under this subsection for a |ease
or property shall expire January 1, 2021. A reduction
under this subsection may not reduce the gross value
at the point of production bel ow zero."

Renunber the followi ng bill sections accordingly.

Page 18, lines 25 - 26:
Del ete "sec. 29"
| nsert "sec. 31"

Page 18, |ine 27:
Delete "23, and 24"
| nsert "25, and 26"

Page 18, |ine 28:

Del ete "sec. 29"
| nsert "sec. 31"
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Page 18, |ine 31:
Del ete "sec. 29"
| nsert "sec. 31"

Page 19, line 2:
Del ete "sec. 29"
| nsert "sec. 31"

Page 19, line 5:
Del ete "sec. 29"
| nsert "sec. 31"

Page 19, |ine 8:
Del ete "sec. 29"
| nsert "sec. 31"

Page 19, |ine 10:
Del ete "sec. 29"
| nsert "sec. 31"

Page 19, |ine 14:
Del ete "sec. 21"
| nsert "sec. 23"

Page 19, |ine 15:
Del ete "sec. 29"
| nsert "sec. 31"

Page 19, line 17:
Del ete "sec. 29"
| nsert "sec. 31"

Page 20, line 12:
Del ete "Sections 30 and 34"
| nsert "Sections 32 and 36"

Page 20, |ine 13:
Delete "18 - 25, 27, 29, 32, and 33"
| nsert "18 - 20, 23 - 27, 29, 31, 34, and 35"

Page 20, |ine 15:
Del ete "secs. 36 and 37"
| nsert "secs. 38 and 39"

Amendment 41, | abel ed 29- GH2609\ P. 25, Shutts, 3/21/16:
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Page 8, lines 5 - 7:
Delete ", and before January 1, 2018;
(O 20 percent of an expenditure incurred
on or after January 1, 2018"

Page 9, line 22, through page 10, line 3:

Delete all material and insert:

"* Sec. 18. AS 43.55.029(a) is anended to read:

(a) An explorer or producer that has applied for
a production tax credit under fornmer AS 43.55.023(I)
or AS 43.55.023(a) or [,] (b) [, R ()] or
43.55.025(a) may nmke a present assignment of the
production tax credit certificate expected to be
issued by the departnment to a third-party assignee.
The assignment may be nade either at the tine the
application is filed with the departnment or not |ater
than 30 days after the date of filing with the
departnment. Once a notice of assignnent in conpliance
with this section is filed with the departnent, the
assignnent is irrevocable and cannot be nodified by
the explorer or producer without the witten consent
of the assignee naned in the assignment. |If a
production tax credit certificate is issued to the
expl orer or producer, the notice of assignnent remnains
effective and shall be filed with the departnent by
t he expl orer or producer together with any application
for the departnent to purchase the certificate under
AS 43.55.028(e).

* Sec. 19. AS 43.55.029(a), as amended by sec. 18

of this Act, is anmended to read:

(a) An explorer or producer that has applied for
a production tax credit under former AS 43.55.023(a)
or (1) [ AS 43.55.023(1)] or AS 43.55.023(b)
[ AS 43.55.023(a) OR (b)] or 43.55.025(a) may nmake a
present assignnment of the production tax credit
certificate expected to be issued by the departnent to
a third-party assignee. The assignment nay be nade
either at the tinme the application is filed with the
departnment or not later than 30 days after the date of
filing wth the departnent. Once a notice of
assignment in conpliance with this section is filed
with the departnent, the assignnent is irrevocable and
cannot be nodified by the explorer or producer wthout
the witten consent of the assignee naned in the
assignnment. If a production tax credit certificate is
issued to the explorer or producer, the notice of
assignnment remains effective and shall be filed with
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the departnent by the explorer or producer together
with any application for the departnment to purchase
the certificate under AS 43.55.028(e)."

Renunber the follow ng bill sections accordingly.

Page 17, following line 8:
Insert a new bill section to read:
"* Sec. 30. AS 43.55.023(1) and 43.55.023(n) are
repeal ed. "

Renunber the followi ng bill sections accordingly.

Page 17, line 9:
Del ete "43.55.023(1), 43.55.023(n),"

Page 18, lines 24 - 25:
Del ete "AND WELL LEASE EXPENDI TURES"

Page 18, |ine 25:
Delete ", (1), (n),"

Page 18, |ine 26:
Del ete "sec. 29"
| nsert "sec. 31"

Page 18, |ine 27:
Delete "18, 23, and 24"
| nsert "19, 24, and 25"

Page 18, |ine 28:
Delete "(1)"
Del ete "sec. 29"
| nsert "sec. 31"

Page 18, |ine 31:
Del ete "sec. 29"
| nsert "sec. 31"

Page 19, line 1:
Delete ";"
| nsert

Page 19, lines 2 - 6:
Delete all material.

Page 19, line 8:
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Del ete "sec. 29"
| nsert "sec. 31"

Page 19, |ine 10:
Del ete "sec. 29"
| nsert "sec. 31"

Page 19, following |ine 10:

Insert a new bill section to read:

"* Sec. 35. The uncodified law of the State of

Al aska is anended by adding a new section to read:

TRANSI Tl ON: WELL LEASE EXPENDI TURES. (a)
Not wi t hstandi ng the repeal of AS 43.55.023(1) and (n)
by sec. 30 of this Act, and the anendnent to
AS 43.55.029(a) by sec. 18 of this Act, a producer or

explorer who incurs a well |ease expenditure before
the effective date of sec. 30 of this Act that
qualifies for a well |ease expenditure credit under

AS 43.55.023(1) may apply for a credit or transferable
tax credit certificate under AS 43.55.023 and assign
the tax credit under AS 43.55.029, as those sections
read on the day before the effective date of sec. 30
of this Act.

(b) The Departnent of Revenue may continue to
apply and enforce AS 43.55.023 and 43.55.029, as those
sections read on the day before the effective date of
sec. 30 of this Act, for qualified capital
expenditures and well |ease expenditures incurred
before the effective date of sec. 30 of this Act."

Renunber the followi ng bill sections accordingly.

Page 19, |ine 14:
Del ete "sec. 21"
| nsert "sec. 22"

Page 19, |ine 15:
Del ete "sec. 29"
| nsert "sec. 31"

Page 19, line 17:
Del ete "sec. 29"
| nsert "sec. 31"

Page 20, line 12:
Del ete "Sections 30 and 34"
| nsert "Sections 32 and 37"
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Page 20, following line 12:
I nsert a new bill section to read:
"* Sec. 40. Sections 18, 30, and 35 of this Act
take effect July 1, 2017."

Renunber the followi ng bill sections accordingly.

Page 20, |ine 13:
Delete "18 - 25, 27, 29, 32, and 33"
| nsert "19 - 26, 28, 31, 34, and 36"

Page 20, |ine 15:
Del ete "secs. 36 and 37"
| nsert "secs. 39 - 41"

Amendnent 42, | abel ed 29- GH2609\ P. 3, Nauman/ Shutts, 3/19/16:

Page 1, line 4, followng "credit;":
| nsert "“relating to a limtation on the
application of t ax credits; relating to t he

calculation for monthly install nment paynments  of
estimated tax;"

Page 5, following line 6:
Insert a new bill section to read:

"* Sec. 11. AS 43.55 is anended by adding a new
section to read:

Sec. 43.55.022. Limtations on tax credits. A tax
credit or a fraction of a tax credit under
AS 43.55.023, 43.55.024, and 43.55.025 my not be
subtracted in calculating an installnment paynent of
estimated tax required under AS 43.55.020(a) if the
resulting anmount of the installnment paynment would be
less than the anmpunt in AS 43.55.020(a)(5)(B)(ii) or
43.55.020(a)(7)(A) (ii), as applicable.™

Renunber the followi ng bill sections accordingly.

Page 6, following line 22:
Insert a new bill section to read:
"* Sec. 14. AS 43.55.023(c) is anended to read:

(c) A credit or portion of a credit under this
section may not be wused to reduce a person's tax
liability under AS 43.55.011(e) for any cal endar year
below the anpbunt calculated under AS 43.55.011(f)
[ZERQ, and any unused credit or portion of a credit
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not used under this subsection nmay be applied in a
| at er cal endar year."

Renunber the followi ng bill sections accordingly.

Page 8, following line 16:
Insert new bill sections to read:
"* Sec. 18. AS 43.55.024(g) is anended to read:

(9) A tax credit authorized by (c) of this
section may not be applied to reduce a producer's tax
ltability for any calendar year under AS 43.55.011(e)
below the amount calculated under AS 43.55.011(f)
[ ZERQ .

* Sec. 19. AS 43.55.024(i) is amended to read:

(1) A producer may apply against the producer's
t ax liability for t he cal endar year under
AS 43.55.011(e) a tax credit of $5 for each barrel of
oil taxable under AS 43.55.011(e) that neets one or
nore of the criteria in AS 43.55.160(f) or (g) and
that is produced during a calendar year after
Decenber 31, 2013. A tax credit authorized by this
subsection may not reduce a producer's tax liability
for a calendar year under AS 43.55.011(e) below the
amount cal cul ated under AS 43.55.011(f) [ZERQ .

* Sec. 20. AS 43.55.025(i) is anended to read:

(1) For a production tax credit wunder this

secti on,

(1) a credit may not be applied to reduce a
taxpayer's tax liability under AS 43.55.011(e) bel ow
t he anount cal cul ated under AS 43.55.011(f) [ZERO for
a cal endar year; and

(2) an anount of the production tax credit
in excess of the amount that may be applied for a
cal endar year wunder this subsection may be carried
forward and applied against the taxpayer's tax
[Ttability under AS 43.55.011(e) in one or nore |later
cal endar years."

Renunber the followi ng bill sections accordingly.

Page 18, line 20, follow ng "APPLI CABILITY.":
Insert "(a)"

Page 18, |ine 20:

Delete "16, and 17"
| nsert "21, and 22"
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Page

18,

following |ine 21:

| nsert a new subsection to read:

added

of

this Act,
20 of
tax liability for

"(b) The

this Act,

effecti ve date of

Page

Page

Page

Page

Page

Page

Page

Page

Page

Page

HOUSE RES

18, lines 25
Del ete "sec.
| nsert "sec.
18, line 27:
Del ete "secs.
| nsert "secs.
18, line 28:

Del ete "sec.
| nsert "sec.

18, line 31:
Del ete "sec.

| nsert "sec.
19, line 2:
Del ete "sec.
| nsert "sec.
19, line 5:
Del ete "sec.
| nsert "sec.
19, line 8:
Del ete "sec.
| nsert "sec.
19, line 10:
Del ete "sec.
| nsert "sec.
19, line 14:

Del ete "sec.
| nsert "sec.

19, line 15:

COW TTEE

limtations on the use of
in AS 43.55.022,

AS 43.55.024(g) and (i),
and AS 43.55.025(i),

tax credits
added by sec. 11 of this Act,

as anmended by secs. 18 and 19
as anended by sec.

apply to credits applied to reduce a

after the

20 of this Act."

a tax year starting on or
secs. 11 and 18 -

- 26:
29"
34"

13,
15,

14, 18, 23, and 24"
16, 23, 28, and 29"

29"
34"

29"
34"

29"
34"

29"
34"

29"
34"

29"
34"

21"
26"

-109- March 22, 2016



Del ete "sec. 29"
| nsert "sec. 34"

Page 19, line 17:
Del ete "sec. 29"
| nsert "sec. 34"

Page 20, |line 12:
Del ete "Sections 30 and 34"
| nsert "Sections 35 and 39"

Page 20, |ine 13:

Del ete "Sections 13, 14, 18 - 25, 27, 29, 32, and
33"

| nsert "Sections 15, 16, 23 - 30, 32, 34, 37, and
38"

Page 20, |ine 15:
Del ete "secs. 36 and 37"
| nsert "secs. 41 and 42"

Anmendment 43, | abel ed 29- GH2609\ P. 46, Nauman, 3/21/16:

Page 1, lines 1 - 7:
Delete all material and insert:

"An Act relating to confidential information status
and public record status of information in the
possession of the Departnent of Revenue; relating to
interest applicable to delinquent tax; relating to
disclosure of oil and gas production tax credit
information; relating to refunds for the gas storage
facility tax credit, the liquefied natural gas storage
facility tax credit, and the qualified in-state oil
refinery infrastructure expenditures tax «credit;
relating to the mninmum tax for certain oil and gas
production; relating to the mninmum tax calculation
for monthly installnment paynments of estimted tax;
relating to interest on nonthly installnent paynents
of estimted tax; relating to limtations for the
application of tax credits; relating to oil and gas
production tax <credits for certain |osses and
expendi t ur es; relating to l[imtations for
nontransferable oil and gas production tax credits
based on oil production and the alternative tax credit
for oil and gas exploration; relating to purchase of
tax credit certificates from the oil and gas tax
credit fund; relating to a mninmum for gross value at

HOUSE RES COW TTEE -110- March 22, 2016



t he poi nt of producti on; relating to | ease
expenditures and tax credits for nunicipal entities;

addi ng a definition for "qualified capi tal
expenditure”; adding a definition for "outstanding
liability to the state"; repealing oil and gas
expl oration i ncentive credits; repeal i ng t he
[imtation on the application of credits against tax
l[itability for I|ease expenditures incurred before

January 1, 2011; repealing provisions related to the
monthly installment paynents for estimated tax for oil
and gas produced before January 1, 2014; repealing the

oil and gas production tax «credit for qualified
capital expenditures and certain well expenditures;
repeal i ng t he cal cul ation for certain | ease

expenditures applicable before January 1, 2011; making
conform ng anmendnments; and providing for an effective
date."

Page 1, line 9, through page 20, |ine 16:

Delete all material and insert:

"* Section 1. AS 38.05.036(a) is anended to read:

(a) The departnent may conduct audits regarding
royalty and net profits under oil and gas contracts
agreenents, or |eases under this chapter and regarding
costs related to exploration |licenses entered into
under AS 38.05.131 - 38.05.134 and exploration
incentive «credits under this chapter [OR UNDER
AS 41.09]. For purposes of audit under this section,

(1) the departnent may exan ne the books,
papers, records, or nenoranda of a person regarding
matters related to the audit; and

(2) the records and premses where a
business is conducted shall be open at all reasonable
times for inspection by the departnent.

* Sec. 2. AS 38.05.036(b) is anended to read:

(b) The Departnment of Revenue may obtain from
the departnent information relating to royalty and net
profits paynments and to exploration incentive credits
under this chapter [OR UNDER AS 41.09], whether or not
that information is confidential. The Departnent of
Revenue may use the information in carrying out its
functions and responsibilities under AS 43, and shal

hold that information confidential to the extent
required by an agreement with the departnment or by
AS 38. 05.035(a) (8) [, AS 41.09.010(d), ] or
AS 43. 05. 230.

* Sec. 3. AS 38.05.036(c) is anended to read:
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(c) The depart nment may obtain from the
Department of Revenue all information obtained under
AS 43 relating to royalty and net profits and to
exploration incentive credits. The departnment may use
the information for purposes of carrying out its
responsibilities and functions under this chapter [AND

AS 41.09]. | nf or mati on made avai |l abl e to t he
depart nment t hat was obt ai ned under AS 43 IS
confidenti al and subj ect to the provisions of
AS 43. 05. 230.

* Sec. 4. AS 38.05.036(f) is anended to read:
(f) Except as otherwi se provided in this section

or in connection wth official investigations or
proceedi ngs of the departnent, it is unlawful for a
current or forner officer, enployee, or agent of the
state to divulge information obtained by the

departnment as a result of an audit under this section
that is required by an agreenent with the departnent
or by AS 38.05.035(a)(8) [OR AS 41.09.010(d)] to be
kept confidential.

* Sec. 5. AS 38.05.036(g) is anended to read:

(9) Nothing in this section prohibits the
publication of statistics in a nmanner that maintains
the confidentiality of information to the extent

required by an agreement with the departnment or by
AS 38.05.035(a)(8) [OR AS 41.09.010(d)].
* Sec. 6. AS 40.25.100(a) is anended to read:

(a) Information in the possession of the
Department of Revenue that discloses the particulars
of the business or affairs of a taxpayer or other
person, i ncl udi ng i nformation under
AS 38. 05. 020(b) (11) t hat is subj ect to a
confidentiality agreenment wunder AS 38.05.020(b)(12),
is not a matter of public record, except as provided
in AS 43.05.230(i) - (l) [AS 43.05.230(i) OR (k)] or
for purposes of investigation and |aw enforcenent. The
information shall be kept confidential except when its
production is required in an official investigation
adm ni strative adjudication under AS 43.05.405 -
43.05.499, or court proceeding. These restrictions do
not prohibit the publication of statistics presented
in a mnner that prevents the identification of
particular reports and itenms, prohibit the publication
of tax lists showing the nanes of taxpayers who are
del i nquent and relevant information that may assist in
the collection of delinquent taxes, or prohibit the
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publication of records, proceedings, and decisions
under AS 43. 05.405 - 43. 05. 499.
* Sec. 7. AS 43.05.225 is anended to read:
Sec. 43. 05. 225. I nterest. Unl ess ot herw se

provi ded,

(1) a delinquent tax under this title,

[ (A) BEFORE JANUARY 1, 2014, BEARS | NTEREST
IN EACH CALENDAR QUARTER AT THE RATE OF FIVE
PERCENTAGE PO NTS ABOVE THE ANNUAL RATE CHARGED MEMBER
BANKS FOR ADVANCES BY THE 12TH FEDERAL RESERVE
DI STRICT AS OF THE FI RST DAY OF THAT CALENDAR QUARTER,
OR AT THE ANNUAL RATE OF 11 PERCENT, WH CHEVER 1S
GREATER, COVPOUNDED QUARTERLY AS OF THE LAST DAY OF
THAT QUARTER;, OR

(B) ON AND AFTER JANUARY 1, 2014,] bears
interest in each calendar quarter at the rate of seven
[ THREE] percentage points above the annual rate
charged nenber banks for advances by the 12th Federa
Reserve District as of the first day of that cal endar
guarter conpounded quarterly as of the |ast day of
t hat quarter;

(2) the interest rate is 12 percent a year

for
(A del i nquent fees payabl e under
AS 05. 15.095(c); and
(B) uncl ai med property that is not tinely
paid or delivered, as allowed by AS 34.45.470(a).
* Sec. 8. AS 43.05.230 is anmended by adding a new
subsection to read:

(1) The nane of each person claimng a credit
under AS 43.55, the aggregate anount of credits under
AS 43.55, except for the credit in AS 43.55.024(j),
claimed by the taxpayer in the calendar year, and a
description of t he t axpayer's activities t hat
generated the credits clainmed are public information.

* Sec. 9. AS 43.20.046(e) is anended to read:

(e) The department may use available nobney in
the oil and gas tax «credit fund established in
AS 43.55.028 to nake the refund applied for under (d)
of this section in whole or in part if the departnent
finds that (1) the <clainmant does not have an

outstanding liability to the state [FOR UNPAID
DELI NQUENT TAXES UNDER THI'S TITLE]; and (2) after
application of al | avai lable tax credits, t he

claimant's total tax liability under this chapter for
the calendar year in which the claimis nade is zero.
[IN THI' S SUBSECTI ON, "UNPAID DELI NQUENT TAX"' MEANS AN
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AMOUNT OF TAX FOR WHICH THE DEPARTMENT HAS | SSUED AN
ASSESSMENT THAT HAS NOT BEEN PAID AND, |F CONTESTED,
HAS NOI' BEEN FINALLY RESOLVED |IN THE TAXPAYER S
FAVOR. |

* Sec. 10. AS 43.20.047(e) is anended to read:

(e) The departnment may use noney available in
the oil and gas tax «credit fund established in
AS 43.55.028 to nmake a refund or paynent under (d) of
this section in whole or in part if the departnent
finds that

(1) the claimant does not have an
outstanding liability to the state [FOR UNPAID
DELI NQUENT TAXES UNDER THI' S TI TLE]; and

(2) after application of all available tax
credits, the claimant's total tax liability under this
chapter for the calendar year in which the claimis
made is zero. [IN TH' S SUBSECTI ON, "UNPAI D DELI NQUENT
TAX" MEANS AN AMOUNT OF TAX FOR VWH CH THE DEPARTMENT
HAS | SSUED AN ASSESSVENT THAT HAS NOT BEEN PAI D AND,
| F CONTESTED, HAS NOT BEEN FINALLY RESCLVED IN THE
TAXPAYER S FAVQCR ]

* Sec. 11. AS 43.20.053(e) is anended to read:

(e) The departnment may use noney available in
the oil and gas tax «credit fund established in
AS 43.55.028 to nmake a refund or paynent under (d) of
this section in whole or in part if the departnent
finds that

(1) the clai mant does not have an
outstanding liability to the state [FOR UNPAID
DELI NQUENT TAXES UNDER THI' S TI TLE]; and

(2) after application of all available tax
credits, the claimant's total tax liability under this
chapter for the calendar year in which the claimis
made i s zero.

*  Sec. 12. AS 43.55.011(f) is repealed and
reenacted to read:

() The levy of tax under (e) of this section
for

(D) oil and gas produced before January 1,
2022, from leases or properties that include |and
north of 68 degrees North latitude, other than gas
subject to (o) of this section, may not be less than
five percent of the gross value at the point of
production; and

(2) oil produced on and after January 1,
2022, from |leases or properties that include |I|and
north of 68 degrees North l|atitude, may not be |ess
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than five percent of the gross value at the point of
producti on.
* Sec. 13. AS 43.55.020(a) is anmended to read:
(a) For a cal endar year, a producer subject to
tax under AS 43.55.011 shall pay the tax as foll ows:

(1) for oil and gas produced Dbefore
January 1, 2014, 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
month of the calendar year on the last day of the
following nonth; except as otherw se provided under
(2) of this subsection, the amobunt of the install nent
paynent is the sum of the follow ng amounts, 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 anmpbunt of the installnent
paynment may not be | ess than zero:

(A for oil and gas not subject to
AS 43.55.011(o0) or (p) produced from |eases or
properties in the state outside the Cook Inlet
sedinentary basin, other than |eases or properties
subj ect to AS 43.55.011(f), the greater of

(1) zero; or

(i1i) the sumof 25 percent and the tax rate
calculated for the nonth under AS 43.55.011(09)
multiplied by the renminder obtained by subtracting
1/ 12 of the producer's adjusted |ease expenditures for
t he cal endar year of production under AS 43.55.165 and
43.55.170 that are deductible for the oil and gas
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 nonth for which the
install ment 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
percent, three percent, or f our percent, as
applicable, of the gross value at the point of
production of the oil and gas produced fromthe | eases
or properties during the nmonth for which the
i nstal |l ment paynent is cal cul ated; or

(rit) the sum of 25 percent and the tax
rate calculated for the nonth under AS 43.55.011(Q)
multiplied by the remainder obtained by subtracting
1/ 12 of the producer's adjusted |ease expenditures for
t he cal endar year of production under AS 43.55.165 and
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43.55.170 that are deductible for the oil and gas
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 nonth for which the
install ment paynment is cal cul at ed;

(O for oi | or gas subj ect to
AS 43.55.011(j), (k), or (o), for each |ease or
property, the greater of

(1) zero; or

(i1i) the sumof 25 percent and the tax rate
calculated for the nonth under AS 43.55.011(09)
multiplied by the renminder obtained by subtracting
1/ 12 of the producer's adjusted |ease expenditures for
t he cal endar year of production under AS 43.55.165 and
43.55. 170 that are deductible under AS 43.55.160 for
the oil or gas, respectively, produced from the |ease
or property from the gross value at the point of
production of the oil or gas, respectively, produced
fromthe | ease or property during the nonth for which
the install ment paynent is cal cul at ed;

(D) for oi | and gas subj ect to
AS 43.55.011(p), the |l esser of

(i) the sum of 25 percent and the tax rate
calculated for the nmonth under AS 43.55.011(9)
multiplied by the renmainder obtained by subtracting
1/ 12 of the producer's adjusted |ease expenditures for
t he cal endar year of production under AS 43.55.165 and
43.55.170 that are deductible for the oil and gas
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 nonth for which the
instal |l ment paynment is calculated, but not |ess than
zero; or

(1i) four percent of the gross value at the
poi nt of production of the oil and gas produced from
the |eases or properties during the nonth, but not
| ess than zero;

(2) an ampount calculated under (1)(C of
this subsecti on for oi | or gas subj ect to
AS 43.55.011(j), (k), or (o) my not exceed the
product obtained by carrying out the calculation 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
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during the cal endar year and substituting in
AS 43.55.011(k)(1)(A or (2)(A, as applicable, the
anmount 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 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 oil
provi ded under 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
provided wunder 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, net of any credits applied as allowed by
law, that exceeds the total of the anmounts due as
install nent paynents of estimated tax is due on
March 31 of the year following the calendar year of
producti on;

(5) for oil and gas produced on and after
January 1, 2014, and before January 1, 2022, an
install ment paynent of the estimted 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 cal endar
year on the last day of the follow ng nonth; except as
ot herwi se provided under (6) of this subsection, the
anmount of the installnment paynent is the sum of the
following 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 cal endar year, but
the anmobunt of the installnent paynent nay not be |ess
t han zero:

(A for oil and gas not subject to
AS 43.55.011(o) or (p) produced from |eases or
properties in the state outside the Cook Inlet
sedimentary basin, other than |eases or properties
subj ect to AS 43.55.011(f), the greater of

(1) zero; or

(ii) 35 percent multiplied by the remainder
obtained by subtracting 1/12 of the producer’'s
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adj usted | ease expenditures for the calendar year of
production under AS 43.55.165 and 43.55.170 that are
deductible for the oil and gas under AS 43.55.160 from
the gross value at the point of production of the oi
and gas produced from the |eases or properties during
the nonth for which the installnment 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

(1) zero

(i) five [ZERO PERCENT, ONE PERCENT, TWOD
PERCENT, THREE PERCENT, OR FOUR] percent [, AS
APPLI CABLE,] of the gross value at the point of
production of the oil and gas produced from the | eases
or properties during the nmonth for which the
install ment paynent is cal cul ated; or

(rit) 35 percent multiplied by the
remai nder obtained by subtracting 1/12 of t he
producer's adjusted |ease expenditures for t he

cal endar year of production under AS 43.55.165 and
43.55.170 that are deductible for the oil and gas
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 nonth for which the
install ment paynent is calculated, except that, for
t he purposes of this calculation, a reduction fromthe
gross value at the point of production nmay apply for
oil and gas subject to AS 43.55.160(f) or (9);

(O for oi | or gas subj ect to
AS 43.55.011(j), (k), or (o), for each |ease or
property, the greater of

(1) zero; or

(iit) 35 percent nultiplied by the remainder
obtained by subtracting 1/12 of the producer's
adj usted | ease expenditures for the calendar year of
production under AS 43.55.165 and 43.55.170 that are
deducti ble wunder AS 43.55.160 for the oil or gas,
respectively, produced fromthe |ease or property from
the gross value at the point of production of the oi
or gas, respectively, produced from the |ease or
property during the nmonth for which the installnent
paynment is cal cul at ed;

(D) for oi | and gas subj ect to
AS 43.55.011(p), the |l esser of

(1) 35 percent nmultiplied by the remainder
obtained by subtracting 1/12 of the producer’'s
adjusted |ease expenditures for the calendar year of
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production under AS 43.55.165 and 43.55.170 that are
deductible for the oil and gas under AS 43.55.160 from
the gross value at the point of production of the oi
and gas produced from the |eases or properties during
the nonth for which the installnment paynment s
cal cul ated, but not |ess than zero; or

(i1i) four percent of the gross value at the
poi nt of production of the oil and gas produced from
the |eases or properties during the nonth, but not
| ess than zero;

(6) an amount cal culated under (5)(C) of
this subsecti on for oi | or gas subj ect to
AS 43.55.011(j), (k), or (o) my not exceed the
product obtained by carrying out the calculation 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 anmount 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 ;

(7) for oil and gas produced on or after
January 1, 2022, 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
month of the calendar year on the last day of the
followi ng nonth; the anmobunt of the installnent paynment
is the sum of the follow 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
cal endar year, but the amount of the installnent
paynment may not be |ess than zero:

(A for oil produced from |eases or
properties that include land north of 68 degrees North
| atitude, the greatest of

(1) zero

(ii) five [ZERO PERCENT, ONE PERCENT, TWO
PERCENT, THREE PERCENT, OR FOUR] percent [, AS
APPLI CABLE,] of the gross value at the point of
production of the oil produced from the |eases or
properties during the nonth for which the install nent
paynent is cal cul ated; or
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(rit) 35 percent multiplied by the
remai nder obtained by subtracting 1/12 of t he
producer's adjusted |lease expenditures for t he
cal endar year of production under AS 43.55.165 and
43.55.170 that are deductible for the oil under
AS 43.55.160(h)(1) from the gross value at the point
of production of the oil produced from those | eases or
properties during the nonth for which the install nent
paynment is calculated, except that, for the purposes
of this calculation, a reduction from the gross val ue
at the point of production may apply for oil subject
to AS 43.55.160(f) or 43.55.160(f) and (9);

(B) for oil produced before or during the
| ast cal endar year under AS 43.55.024(b) for which the
pr oducer coul d t ake a t ax credit under
AS 43.55.024(a), from |eases or properties in the
state outside the Cook Inlet sedinentary basin, no
part of which is north of 68 degrees North [latitude
ot her t han | eases or properties subj ect to
AS 43.55.011(p), the greater of

(1) zero; or

(ii) 35 percent nultiplied by the remainder
obtained by subtracting 1/12 of the producer's
adj usted | ease expenditures for the calendar year of
production under AS 43.55.165 and 43.55.170 that are
deductible for the oil wunder AS 43.55.160(h)(2) from
the gross value at the point of production of the oi
produced from the |eases or properties during the
nmonth for which the install nent paynment is cal cul ated;

(© for oil and gas produced from | eases or
properties subject to AS 43.55.011(p), except as
ot herwi se provided under (8) of this subsection, the
sum of

(1) 35 percent nmultiplied by the remainder
obtained by subtracting 1/12 of the producer’'s
adjusted |ease expenditures for the calendar year of
production under AS 43.55.165 and 43.55.170 that are
deductible for the oil wunder AS 43.55.160(h)(3) from
the gross value at the point of production of the oi
produced from the |eases or properties during the
month for which the installnment paynent is cal cul ated,
but not |ess than zero; and

(i) 13 percent of the gross value at the
point of production of the gas produced from the
| eases or properties during the nonth, but not |ess
t han zero
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(D) for oil produced from |[|eases or
properties in the state, no part of which is north of
68 degrees North latitude, other than |[|eases or
properties subject to (B) or (C of this paragraph,
the greater of

(1) zero; or

(i1i) 35 percent multiplied by the renmainder
obtained by subtracting 1/12 of the producer’'s
adj usted | ease expenditures for the cal endar year of
production under AS 43.55.165 and 43.55.170 that are
deductible for the oil wunder AS 43.55.160(h)(4) from
the gross value at the point of production of the oil
produced from the |eases or properties during the
month for which the installnment paynent is cal cul at ed;

(E) for gas produced from each |ease or
property in the state, other than a |ease or property
subject to AS 43.55.011(p), 13 percent of the gross
value at the point of production of the gas produced
fromthe | ease or property during the nonth for which
the installnment paynment is calculated, but not |ess
t han zero;

(8) an amount calculated under (7)(C of
this subsection may not exceed four percent of the
gross value at the point of production of the oil and
gas produced from |eases or properties subject to
AS 43.55.011(p) during the nonth for which the
i nstal |l ment paynent is cal cul at ed;

(9) for purposes of the calcul ation under
[((H B (i), 1 (5)(B(ii) [,] and (7)(A(ii) of this
subsection, the [APPLI CABLE] percentage of the gross
value at the point of production is determ ned under
AS 43.55.011(f)(1) or (2) but substituting the phrase
"month  for which the i nstal |l nent payment S
calculated" in AS 43.55.011(f)(1) and (2) for the
phrase "cal endar year for which the tax is due.”

*  Sec. 14. AS 43.55.020(9) is repealed and
reenacted to read:
(9) Not wi t hstanding any contrary provision of
AS 43.05.225, an unpaid anount of an installnent
paynent required under (a)(3), (5, (6), or (7) of
this section that is not paid when due bears interest
(1) at the rate provided for an underpaynment under 26
US C 6621 (Internal Revenue Code), as anended,
conpounded daily, from the date the installnent
paynment is due until Mrch 31 followi ng the cal endar
year of production; and (2) as provided for a
del i nquent tax under AS 43.05.225 after that March 31,
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interest accrued under (1) of this subsection that
remains unpaid after that March 31 is treated as an
addition to tax that bears interest under (2) of this
subsection, an unpaid anmobunt of tax due under (a)(4)
of this section that is not paid when due bears
interest as provided for a delinquent tax wunder
AS 43. 05. 225.
* Sec. 15. AS 43.55.020(h) is anmended to read:

(h) Not wi t hstanding any contrary provision of
AS 43. 05. 280,
(1) an overpaynment of an installnent

payment required under (a&)(3) [(a)(1), (2), (3)], (5),
(6), or (7) of this section bears interest at the rate
provided for an overpaynent wunder 26 U S C 6621
(I'nternal Revenue Code), as anended, conpounded daily,
fromthe later of the date the installnment paynment is
due or the date the overpaynent is made, until the
earlier of

(A the date it is refunded or is applied
to an under paynent; or

(B) WMarch 31 followi ng the cal endar year of
producti on;

(2) except as provided under (1) of this
subsection, interest with respect to an overpaynent is
allowed only on any net overpaynent of the paynents
required under (a) of this section that remains after
the later of March 31 following the cal endar year of
production or the date that the statenment required
under AS 43.55.030(a) is filed;

(3) interest is allowed under (2) of this
subsection only from a date that is 90 days after the
later of March 31 followng the calendar vyear of
production or the date that the statenment required

under AS 43.55.030(a) is filed; interest is not
allowed if the overpaynent was refunded within the 90-
day peri od;

(4) interest under (2) and (3) of this

subsection is paid at the rate and in the nanner
provided in AS 43.05.225(1).
* Sec. 16. AS 43.55.020(i) is anmended to read:

(1) Not wi t hstanding any contrary provision of
AS 43.05.225 or (g) or (h) of this section, if the
anount of a tax paynent, including an installnent

paynment, due under (a)(3) - (5) [(a)(l) - (4)] of this
section is affected by the retroactive application of
a regulation adopted under this chapter, t he
departnment shall determne whether the retroactive
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application of the regulation caused an underpaynent
or an overpaynent of the anmount due and adjust the
interest due on the affected paynent as foll ows:

(1) if an underpaynment of the anount due
occurred, the departnment shall waive interest that
woul d ot herwi se accrue for the underpaynent before the
first day of the second nonth following the nonth in
whi ch the regul ati on becane effective, if

(A the departnment determnes that the
producer's under paynent resul ted because t he
regul ation was not in effect when the paynent was due;

and

(B) the producer denonstrates that it made
a good faith estimate of its tax obligation in |ight
of the regulations then in effect when the paynent was
due and paid the estimted tax;

(2) if an overpaynment of the anount due
occurred and the departnent determnes that the
producer's overpaynent resulted because the regul ation
was not in effect when the paynent was due, the
obligation for a refund for the overpaynent does not
begin to accrue interest earlier than the follow ng,
as applicabl e:

(A except as otherw se provided under (B)
of this paragraph, the first day of the second nonth
followwng the nmonth in which the regulation becane

effective;

(B) 90 days after an anended statenent
under AS 43.55.030(a) and an application to request a
refund of production tax paid is filed, if the

overpayment was for a period for which an anended
statenent wunder AS 43.55.030(a) was required to be
filed before the regul ati on becane effective.

* Sec. 17. AS 43.55 is anmended by adding a new
section to read:

Sec. 43.55.022. Limtations on tax credits. (a)
Not wi t hstanding any contrary provision of AS 43.55,
the application of tax credits wunder AS 43.55 is
subject to the limtations set out in this section.

(b) A tax credit or a fraction of a tax credit
under AS 43.55.023, 43.55.024, and 43.55.025 nmay not
be subtracted in calculating an installnment paynment of
estimated tax required under AS 43.55.020(a) if the
resulting anount of the installnment paynent would be
less than the amobunt in AS 43.55.020(a)(5)(B)(ii) or
43.55.020(a)(7)(A) (ii), as applicable.
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(c) The total amount of tax credits wunder
AS 43.55.023, 43.55.024, and 43.55.025 that nay be
applied against a tax levied by AS 43.55.011(e) for a
cal endar year may not exceed the sum of the anmount of
the tax credits or fractions of tax credits that are
al l oned under (b) of this section to be subtracted in
calculating the installnment paynents of estimated tax
for each nmonth in the cal endar year.

* Sec. 18. AS 43.55.023(b) is anmended to read:

(b) [ BEFORE JANUARY 1, 2014, A PRODUCER OR
EXPLORER MAY ELECT TO TAKE A TAX CREDIT IN THE AMOUNT
OF 25 PERCENT OF A CARRI ED FORWARD ANNUAL LOSS. FOR
LEASE EXPENDI TURES | NCURRED ON AND AFTER JANUARY 1,
2014, AND BEFORE JANUARY 1, 2016, TO EXPLORE FOR
DEVELOP, OR PRODUCE O L OR GAS DEPCSI TS LOCATED NORTH
OF 68 DEGREES NORTH LATI TUDE, A PRODUCER OR EXPLORER
MAY ELECT TO TAKE A TAX CREDIT IN THE AMOUNT OF 45
PERCENT OF A CARRI ED- FORWARD ANNUAL LGOSS.] For |ease
expenditures incurred on and after January 1, 2016, to
explore for, develop, or produce oil or gas deposits
| ocated north of 68 degrees North latitude, a producer
or explorer may elect to take a tax credit in the
anount of 35 percent of a carried-forward annual | oss.
For | ease expenditures incurred on or after January 1,
2014, to explore for, develop, or produce oil or gas
deposits | ocated south of 68 degrees North latitude, a
producer or explorer may elect to take a tax credit in
the ampbunt of 25 percent of a carried-forward annual
loss. A credit under this subsection nmay be applied
against a tax levied by AS 43.55.011(e). For purposes
of this subsection, a carried-forward annual loss is
the anount of a producer's or explorer's adjusted
| ease expenditures under AS 43.55.165 and 43.55.170
for a previous calendar year that was not deductible
in calculating production tax values for that cal endar
year under AS 43.55.160. For the purpose of a credit
under this subsecti on, any reducti on under
AS 43.55. 160(f) or (9) is added back to the
cal cul ation of production tax values for that cal endar
year under AS 43.55.160 for the determnation of a
carried-forward annual | oss.

* Sec. 19. AS 43.55.023(c) is anmended to read:

(c) A credit or portion of a credit under this
section may not be used to reduce a person's tax
liability under AS 43.55.011(e) for any cal endar year
below the anpbunt calculated under AS 43.55.011(f)
[ZERQ, and any unused credit or portion of a credit
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not used under this subsection nmay be applied in a
| ater cal endar year. An unused credit or portion of a
credit may not be applied in a calendar year |ater
than the 10th calendar year in which the carried-
forward annual loss for which the credit is clained
was i ncurred.

* Sec. 20. AS 43.55.023(d) is anmended to read:

(d) A person that is entitled to take a tax
credit under this section that w shes to transfer the
unused credit to another person or obtain a cash
paynment under AS 43.55.028 may apply to the departnent

for a transferable tax credit certificate. An
application under this subsection nust be in a form
prescribed by the departnent and  nust i ncl ude

supporting information and docunentation that the
departnment reasonably requires. The departnent shal

grant or deny an application, or grant an application
as to a lesser anmount than that clained and deny it as
to the excess, not later than 120 days after the
|atest of (1) March 31 of the year followng the
cal endar year in which the [QUALIFIED CAPITAL
EXPENDI TURE OR] carried-forward annual |oss for which
the credit is clained was incurred; (2) the date the
statenent required under AS 43.55.030(a) or (e) was
filed for the calendar year in which the [QUALIFIED
CAPI TAL EXPENDI TURE OR] carried-forward annual | oss
for which the credit is clained was incurred; or (3)
the date the application was received by the

depart ment. | f, based on the information then
available to it, the departnent is reasonably
satisfied that the applicant is entitled to a credit,
t he depart nment shal | i ssue t he appl i cant a

transferable tax credit certificate for the anmount of
the credit. A certificate issued under this subsection
expires after 10 years from the cal endar year in which
the carried-forward annual loss for which the credit
is clained was i ncurred [ DOES NOT EXPI RE] .

* Sec. 21. AS 43.55.023(e) is anended to read:

(e) A person to which a transferable tax credit
certificate is issued under (d) of this section may
transfer the certificate to another person, and a
transferee may further transfer the ~certificate.
Subject to the limtations set out in (b) - (d) [(a) -
(d)] of this section, and notw thstanding any action
the departnent may take with respect to the applicant
under (g) of this section, the ower of a certificate
may apply the credit or a portion of the credit shown

HOUSE RES COW TTEE -125- March 22, 2016



on the certificate only against a tax levied by
AS 43.55.011(e). However, a credit shown on a
transferable tax credit certificate may not be applied
to reduce a transferee's total tax liability under
AS 43.55.011(e) for oil and gas produced during a
cal endar year to less than 80 percent of the tax that
woul d otherwi se be due w thout applying that credit.
Any portion of a credit not used under this subsection
may be applied in a |later period.

* Sec. 22. AS 43.55.023 is anended by adding a new
section to read:

(q) A producer or explorer shall conply with the
notice and information provision requirenments in
AS 43.55.025(f)(2) for the |ease expenditures incurred
towards a credit under this section. The Departnent of
Nat ur al Resour ces shal | hol d t he confidenti al
i nformation under AS 43.55.025(f)(2)(C). For a
producer or explorer required to conply wth the
notice and information requirenents of this section,
the Departnent of Natural Resources may publish the
name of the producer or explorer, the location of the
well or seismic exploration, and the date on which
information required to be submitted wunder this
section may be rel eased.

* Sec. 23. AS 43.55.024(g) is anended to read:

(9) A tax credit authorized by (c) of this
section may not be applied to reduce a producer's tax
liability for any cal endar year under AS 43.55.011(e)
below the amount calculated under AS 43.55.011(f)
[ ZERQ .

* Sec. 24. AS 43.55.024(i) is amended to read:

(1) A producer may apply against the producer's
t ax liability for t he cal endar year under
AS 43.55.011(e) a tax credit of $5 for each barrel of
oil taxable under AS 43.55.011(e) that neets one or
nore of the criteria in AS 43.55.160(f) or (g) and
that 1is produced during a calendar vyear after
Decenber 31, 2013. A tax credit authorized by this
subsection may not reduce a producer's tax liability
for a calendar year under AS 43.55.011(e) below the
amount cal cul ated under AS 43.55.011(f) [ZERQ .

* Sec. 25. AS 43.55.025(i) is amended to read:

(1) For a production tax credit wunder this

section,

(1) a credit may not be applied to reduce a
taxpayer's tax liability wunder AS 43.55.011(e) bel ow
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t he anount cal cul ated under AS 43.55.011(f) [ZERQ for
a cal endar year; and

(2) an anount of the production tax credit
in excess of the amount that may be applied for a
cal endar year wunder this subsection may be carried
forward and applied against the taxpayer's tax
l[iability under AS 43.55.011(e) in one or nore |later
cal endar years.

* Sec. 26. AS 43.55.028(e) is anmended to read:

(e) The departnent, on the witten application
of a person to whom a transferable tax credit
certificate has been issued under AS 43.55.023(d) or
former AS 43.55.023(nm) or to whom a production tax
credit certificate has been i ssued under
AS 43.55.025(f), may use available noney in the oil
and gas tax credit fund to purchase, in whole or in
part, the certificate if the departnent finds that

(1) the calendar year of the purchase is
not earlier than the first cal endar year for which the
credit shown on the certificate would otherw se be
allowed to be applied against a tax;

(2) the applicant does not have an
outstanding liability to the state [FOR UNPAID
DELI NQUENT TAXES UNDER THI S TI TLE];

(3) the applicant's total tax liability
under AS 43.55.011(e), after application of al
avai lable tax credits, for the calendar year in which
the application is nmade is zero;

(4) t he applicant's aver age daily
producti on of oi | and gas t axabl e under
AS 43.55.011(e) during the cal endar year preceding the
cal endar year in which the application is made was not
nore than 50,000 BTU equi val ent barrels; [ AND]

(5) the applicant's revenues generated from
the applicant's oil and gas business, including the
revenues  of the applicant's affiliates if t he
applicant is part of an affiliated group, during the
cal endar year preceding the calendar year in which the
application is made were | ess than $10, 000, 000, 000;

(6) the anobunt expended for the purchase
and anopunts previously purchased from the applicant
during the calendar year the sum of which would not
exceed $25, 000, 000; and

(7) the purchase is consistent with this
section and regul ati ons adopted under this section.

* Sec. 27. AS 43.55.028 is anended by adding a new
subsections to read:
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(j) The percentage of a transferable tax credit
certificate or a production tax credit certificate
purchased by the departnment may not exceed the
percentage of the applicant's workforce in the state
in the previous calendar year that were resident
workers. The applicant's workforce in the state
i ncludes resident workers enployed by the applicant's
contractors. An anmount of a credit not purchased due
to application of this subsection my be applied
against the applicant's tax liability wunder this
chapter. In this subsection, "resident worker" has the
nmeani ng given in AS 43.40.092(b).

* Sec. 28. AS 43.55.029(a) is anended to read:

(a) An explorer or producer that has applied for
a producti on t ax credit under AS 43.55.023(b)
[ AS 43.55.023(a), (b), OR (l)] or 43.55.025(a) may
make a present assignnent of the production tax credit
certificate expected to be issued by the departnment to
a third-party assignee. The assignnment nmay be nade
either when [AT THE TIME] the application is filed
with the departnent or not |ater than 30 days after
the date of filing wth the departnent. Once a notice
of assignnent in conpliance with this section is filed
with the departnent, the assignnent is irrevocable and
cannot be nodified by the explorer or producer wthout
the witten consent of the assignee naned in the
assignment. If a production tax credit certificate is
issued to the explorer or producer, the notice of
assignment remains effective and shall be filed with
the departnent by the explorer or producer together
with any application for the departnment to purchase
the certificate under AS 43.55.028(e).

* Sec. 29. AS 43.55.030(a) is anended to read:

(a) A producer that produces oil or gas from a
| ease or property in the state during a cal endar year,
whether or not any tax paynent is due under
AS 43.55.020(a) for that oil or gas, shall file wth
the departnent on March 31 of the following year a
statenent, under oath, in a form prescribed by the
department, giving, with other information required,
t he foll ow ng:

(1) a description of each |ease or property

from which oil or gas was produced, by nane, |egal
descri pti on, | ease  nunber, or accounting codes
assi gned by the departnent;

(2) the nanes of the producer and, if

different, the person paying the tax, if any;
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(3) the gross anobunt of oil and the gross
anount of gas produced from each |ease or property,
separately identifying the gross anount of gas
produced from each oil and gas lease to which an
effective election under AS 43.55.014(a) applies, the
anount of gas delivered to the state under
AS 43.55.014(b), and the percentage of the gross
anount of oil and gas owned by the producer;

(4) the gross value at the point of
production of the oil and of the gas produced from
each | ease or property owned by the producer and the
costs of transportation of the oil and gas;

(5) the name of the first purchaser and the
price received for the oil and for the gas, unless
relieved fromthis requirement in whole or in part by
t he departnent;

(6) the producer's qualified capital
expenditures, [AS DEFINED IN AS 43.55.023,] other
| ease expenditures under AS 43.55.165, and adjustnents
or other paynents or credits under AS 43.55.170;

(7) the production tax values of the oil
and gas under AS 43.55.160(a) or of the oil under
AS 43.55.160(h), as applicable;

(8) any clainms for tax credits to be
applied; and
(9) cal cul ations showing the anounts, if

any, that were or are due under AS 43.55.020(a) and
i nterest on any under paynent or overpaynent.
* Sec. 30. AS 43.55.030(e) is anmended to read:

(e) An explorer or producer that incurs a |ease
expendi ture under AS 43.55.165 or receives a paynent
or credit wunder AS 43.55.170 during a calendar year
but does not produce oil or gas from a |ease or
property in the state during the calendar year shall
file with the departnent, on March 31 of the follow ng
year, a statenent, under oath, in a form prescribed by
the departnent, gi vi ng, with other i nformation
required, the follow ng:

(1) the explorer's or producer's qualified
capital expenditures, [AS DEFINED IN AS 43.55.023,]
other |ease expenditures under AS 43.55. 165, and
adjustnents or other paynents or credits under
AS 43.55.170; and

(2) if the explorer or producer receives a
paynment or credit wunder AS 43.55.170, calculations
showi ng whet her the explorer or producer is liable for
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a tax under AS 43.55.160(d) or 43.55.170(b) and, if
so, the amount.

* Sec. 31. AS 43.55.150 is anmended by adding a new
subsection to read:

(d) The gross value at the point of production
may not be | ess than zero.

* Sec. 32. AS 43.55.165(a) is anended to read:

(a) For [EXCEPT AS PROVIDED IN (j) AND (k) OF
TH' S SECTI QN, FOR] purposes of this chapter, a
producer's | ease expenditures for a cal endar year are

(1) costs, other than itenms listed in (e)
of this section, that are

(A incurred by the producer during the
cal endar year after March 31, 2006, to explore for,
devel op, or produce oil or gas deposits |ocated within
the producer's |leases or properties in the state or,
in the case of land in which the producer does not own
an operating right, operating interest, or working
interest, to explore for oil or gas deposits wthin
other land in the state; and

(B) al | oned by t he depart nment by
regul ation, based on the departnent's determ nation
t hat t he costs satisfy t he fol |l owi ng t hree
requi renents:

(i) the costs nust be incurred upstream of
t he point of production of oil and gas;

(i) the costs nust be ordinary and
necessary costs of exploring for, developing, or
produci ng, as applicable, oil or gas deposits; and

(riti) the costs mnust be direct costs of

expl oring for, devel opi ng, or pr oduci ng, as
applicable, oil or gas deposits; and
(2) a reasonable allowance for that

cal endar year, as determ ned under regulations adopted
by the departnent, for overhead expenses that are
directly related to exploring for, developing, or
produci ng, as applicable, the oil or gas deposits.

* Sec. 33. AS 43.55.165(e) is anmended to read:

(e) For purposes of this section, | ease
expendi tures do not include
(1) depreci ati on, depl et i on, or

anortization;

(2) oil or gas royalty paynents, production
paynents, |ease profit shares, or other paynents or
distributions of a share of oil or gas production,
profit, or revenue, except that a producer's |ease
expenditures applicable to oil and gas produced from a

HOUSE RES COW TTEE - 130- March 22, 2016



| ease issued under AS 38.05.180(f)(3)(B), (D), or (E
include the share of net profit paid to the state
under that | ease;

(3) taxes based on or nmeasured by net
i ncone;

(4) interest or other financing charges or
costs of raising equity or debt capital;

(5) acquisition costs for a lease or
property or exploration |license;

(6) costs arising from fraud, wlful

m sconduct, gross negligence, violation of law, or
failure to conply with an obligation under a |ease
permt, or license issued by the state or federal
gover nnent ;

(7) fines or penalties inposed by |aw

(8) costs of arbitration, litigation, or
other dispute resolution activities that involve the
state or concern the rights or obligations anpbng
owners of interests in, or rights to production from
one or nore | eases or properties or a unit;

(9) costs incurred in organizing a
partnership, joint venture, or other business entity
or arrangenent;

(10) anmounts paid to indemify the state;
the exclusion provided by this paragraph does not
apply to the costs of obtaining insurance or a surety
bond froma third-party insurer or surety;

(11) surcharges |evied under AS 43.55.201
or 43.55. 300;

(12) an expenditure otherw se deductible
under (b) of this section that is a result of an
internal transfer, a transaction with an affiliate, or
a transaction between related parties, or is otherw se
not an arms length transaction, unless the producer
establishes to the satisfaction of the departnent that
t he anount of the expenditure does not exceed the fair
mar ket val ue of the expenditure;

(13) an expenditure incurred to purchase an

interest in any corporation, partnership, Ilimted
liability conpany, business trust, or any other
business entity, whether or not the transaction is
treated as an asset sale for federal incone tax
pur poses;

(14) a tax levied under AS 43.55.011 or
43. 55. 014;

(15) costs incurred for dismantlenent,
removal , surrender, or abandonment of a facility,
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pi peline, well pad, platform or other structure, or
for the restoration of a lease, field, unit, area,
tract of land, body of water, or right-of-way in
conjunction with dismantlenent, renoval, surrender, or

abandonment; a cost 1is not excluded wunder this
paragraph if the dismantlenent, renoval, surrender, or
abandonment for which the cost is incurred is
undertaken for the purpose of replacing, renovating,
or inproving the facility, pi pel i ne, wel | pad,
platform or other structure;

(16) costs incurred for containment,
control, cleanup, or renoval in connection with any
unpermtted release of oil or a hazardous substance

and any liability for damages inposed on the producer
or explorer for that wunpermtted release; this
par agr aph does not apply to the cost of devel oping and

mai nt ai ni ng an oi | di schar ge prevention and
contingency plan under AS 46.04. 030;

(17) costs incurred to satisfy a work
conmmi t ment under an expl oration i cense under

AS 38. 05. 132;

(18) that portion of expenditures, that
woul d otherwi se be qualified capital expenditures, [AS
DEFINED IN AS 43.55.023,] incurred during a calendar
year that are less than the product of $0.30
multiplied by the total taxable production from each
| ease or property, in BTU equivalent barrels, during
t hat cal endar year, except that, when a portion of a
calendar year is subject to this provision, the
expendi tures and volunes shall be prorated wthin that
cal endar year;

(19) costs i ncurred for repair,
repl acenent, or deferred mmintenance of a facility, a
pi peline, a structure, or equipnment, other than a
well, that results in or is undertaken in response to
a failure, problem or wevent that results in an
unschedul ed interruption of, or reduction in the rate
of, oil or gas production; or <costs incurred for
repair, replacenent, or deferred nmintenance of a
facility, a pipeline, a structure, or equiprment, other
than a well, that is undertaken in response to, or is
ot herwi se associated with, an unpermtted release of a
hazar dous substance or of gas; however, costs under
this paragraph that would otherwi se constitute |ease
expendi tures under (a) and (b) of this section may be
treated as |ease expenditures if the departnent
determnes that the repair or replacenent is solely
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necessitated by an act of war, by an unanticipated
grave natural disaster or other natural phenonenon of
an exceptional , i nevi t abl e, and irresistible
character, the effects of which could not have been
prevented or avoided by the exercise of due care or
foresight, or by an intentional or negligent act or
omssion of a third party, other than a party or its
agents in privity of contract with, or enployed by,
the producer or an operator acting for the producer,
but only if the producer or operator, as applicable

exercised due care in operating and maintaining the
facility, pipeline, structure, or equipnment, and took
reasonabl e precautions against the act or om ssion of
the third party and against the consequences of the
act or om ssion; in this paragraph,

(A "costs i ncurred for repair,
repl acenent, or deferred nmaintenance of a facility, a
pi peline, a structure, or equipnent" includes costs to
di smantl e and renove t he facility, pi pel i ne,
structure, or equipnent that is being replaced,

(B) "hazardous substance” has the neaning
given in AS 46. 03. 826

(O "replacenent” includes renovation or

i mprovenent ;

(20) costs incurred to construct, acquire,
or operate a refinery or crude oil topping plant,
regardl ess of whether the products of the refinery or
topping plant are used in oil or gas exploration,
devel opnent, or production operations; however, if a
producer owns a refinery or crude oil topping plant
that is located on or near the premses of the
producer's |lease or property in the state and that
processes the producer's oil produced from that |ease
or property into a product that the producer uses in

the operation of the |ease or property in drilling for
or producing oil or gas, the producer's |ease
expendi tures i ncl ude t he anount cal cul at ed by

subtracting from the fair nmarket value of the product
used the prevailing value, as determ ned under
AS 43.55.020(f), of the oil that is processed,
(21) costs of |obbying, public relations,
public relations advertising, or policy advocacy.
* Sec. 34. AS 43.55.165(f) is anmended to read:
(1) For pur poses of AS 43.55.023(b)
[ AS 43.55.023(a) AND (b)] and only as to expenditures
incurred to explore for an oil or gas deposit |ocated
within land in which an explorer does not own a
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working interest, the term "producer” in this section
i ncl udes "explorer."
* Sec. 35. AS 43.55.170(c) is anmended to read:

(c) For pur poses of AS 43.55. 023(b)
[ AS 43.55.023(a) AND (b)] and only as to expenditures
incurred to explore for an oil or gas deposit |ocated
within land in which an explorer does not own a
working interest, the term "producer” in this section
i ncl udes "explorer."

* Sec. 36. AS 43.55.890 is anended to read:

Sec. 43.55.890. Disclosure of tax information.
Not wi t hst andi ng any contrary provi si on of
AS 40. 25. 100, and regardl ess of whet her t he
information is considered under AS 43.05.230(e) to
constitute statistics «classified to prevent t he
identification of particular returns or reports, the
departnent may publish the follow ng information under
this chapter, iif aggregated anong three or nore
producers or explorers, showing by nonth or cal endar
year and by |ease or property, unit, or area of the
state:

(1) the amount of oil or gas production;

(2) the anount of taxes levied under this
chapter or paid under this chapter;

(3) the effective tax rates wunder this
chapter;

(4) the gross value of oil or gas at the
poi nt of production;

(5) the transportation costs for oil or
gas,;

(6) qualified capital expenditures [, AS
DEFI NED I N AS 43.55.023];

(7) expl oration expendi tures under
AS 43.55. 025;
(8) production tax values of oil or gas

under AS 43.55. 160;
(9) |ease expenditures under AS 43.55. 165;
(10) adjustnments to |ease expenditures
under AS 43.55.170;
(11) tax credits applicable or potentially
appl i cabl e agai nst taxes |levied by this chapter.
* Sec. 37. AS 43.55.895(b) is anmended to read:

(b) A nmunicipal entity subject to taxation
because of this section is eligible for [ALL] tax
credits proportionate to its production taxable under
AS 43.55.011(e). A municipal entity shall allocate its
| ease expenditures in proportion to its production
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t axabl e under AS 43.55.011(e) [UNDER THI S CHAPTER TO
THE SAME EXTENT AS ANY OTHER PRODUCER] .

* Sec. 38. AS 43.55.900 is anmended by adding a new
par agr aph to read:

(26) "qualified capital expenditure”

(A nmeans except as otherwi se provided in
(B) of this paragraph, an expenditure that is a |ease
expendi ture under AS 43.55.165 and is

(i) incurred for geological or geophysica
expl orati on;

(i) treated as a capitalized expenditure
under 26 U.S.C. (Internal Revenue Code), as anended,
regardl ess of elections made under 26 U S.C. 263(c)
(I'nternal Revenue Code), as anmended, and is treated as
a capitalized expenditure for federal inconme tax
reporting purposes by the person incurring the
expendi ture; or

(rit) treated as a capitalized expenditure
under 26 U.S.C. (Internal Revenue Code), as anended,
regardl ess of elections made under 26 U S.C. 263(c)
(I'nternal Revenue Code), as anended, and is eligible
to be deducted as an expense under 26 U S.C.  263(c)
(I'nternal Revenue Code), as anended;

(B) does not include an expenditure
incurred to acquire an asset

(i) the cost of previously acquiring which
was a |ease expenditure under AS 43.55.165 or would
have been a | ease expenditure under AS 43.55.165 if it
had been incurred after March 31, 2006; or

(i) that has previously been placed in
service in the state; an expenditure to acquire an
asset is not excluded under this paragraph if not nore
than an immterial portion of the asset neets a
description under this paragraph; for purposes of this
subpar agr aph, "asset” i ncl udes geol ogi cal
geophysical, and well data and interpretations.

* Sec. 39. AS 43.99.950 is anmended by adding a new
par agr aph to read:

(3) "outstanding liability to the state"
nmeans an amount of tax, interest, penalty, fee,
rental, royalty, or other charge for which the state
has issued a demand for paynent that has not been paid
when due and, if <contested, has not been finally
resol ved against the state.

* Sec. 40. AS 38.05.180(i); AS 41.09. 010,
41.09. 020, 41.09.030, 41.09.090; AS 43.20.053(j)(4);
AS 43.55.011(m, 43.55.020(a) (1), 43.55.020(a) (2),
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43.55. 023(a), 43.55.023(1), 43.55.023(n), AS
43.55. 023(0), 43.55.028(i), 43.55.075(d) (1),
43.55.165()), and 43.55.165(k) are repeal ed.

* Sec. 41. The wuncodified law of the State of
Al aska i s anended by adding a new section to read:

APPLI CABI LI TY. (a) Section 17 of this Act applies
to credits against the oil and gas production tax
| evied by AS 43.55.011(e) for oil and gas produced on
and after July 1, 2016.

(b) Sections 8 - 11 and 26 - 28 of this Act, and
the repeal of AS 43.55.023(a) and (I) in sec. 40 of
this Act, apply to expenditures incurred on and after
July 1, 2016.

(c) Sections 12, 13, and 16 of this Act apply to
oil and gas produced on and after July 1, 2016.

(d) For the purpose of determning the |ast
cal endar year that a credit or an unused portion of a
credit under AS 43.55.023(c) or credit certificate
under AS 43.55.023(d) may be carried forward due to
the limtations in AS 43.55.023(c) and (d), as anended
by secs. 19 and 20 of this Act,

(1) the carried-forward annual loss for a
tax credit under AS 43.55.023(c), for expenditures
incurred before July 1, 2016, is considered to have
been incurred on July 1, 2016;

(2) the carried-forward annual loss for a
tax credit certificate under AS 43.55.023(d), for
expendi tures i ncurred bef ore July 1, 2016, IS
considered to have been incurred on the later of
July 1, 2016, or the date the tax credit certificate
IS issued.

* Sec. 42. The wuncodified law of the State of
Al aska is anended by adding a new section to read:

TRANSI TI ON: REGULATI ONS. The Depart nment of
Revenue and the Department of Natural Resources may
adopt regul ations necessary to inplenent the changes
made by this Act. The regulations take effect wunder
AS 44.62 (Administrative Procedure Act), but not
before the effective date of the law inplenented by
the regulation. The Departnment of Revenue shall adopt
regul ations governing the use of tax credits under
AS 43.55 for a calendar year for which the applicable
tax credit provisions of AS 43.55 differ as between
parts of the year as a result of this Act.

* Sec. 43. The wuncodified law of the State of
Al aska i s anended by adding a new section to read:
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TRANSI T1 ON: RETROACTI VI TY OF REGULATI ONS.

Not wi t hst andi ng any contrary provi si on of
AS 44.62. 240,
(D) if the Departnent of Revenue expressly

designates in a regulation that the regul ation applies
retroactively, a regulation adopted by the Departnent
of Revenue to inplenment, interpret, make specific, or
otherwi se carry out this Act may apply retroactively
to July 1, 2016, as applicabl e;

(2) a regulation adopted by the Departnent
of Natural Resources to inplenent, interpret, make
specific, or otherwise carry out statutory provisions
for the admnistration of oil and gas |eases issued
under AS 38.05.180(f)(3)(B), (D), wor (E), to the
extent the regulation relates to the treatnment of oil
and gas production taxes in determning net profits
under those |eases, may apply retroactively to July 1,
2016, as applicable, if the Departnent of Natural
Resources expressly designates in the regulation that
the regulation applies retroactively to one of those
dat es.

* Sec. 44. Sections 17, 42, and 43 of this Act take
ef fect i mredi ately under AS 01.10.070(c).

* Sec. 45. Except as provided in sec. 44 of this
Act, this Act takes effect July 1, 2016."

Amrendment 44, | abel ed 29- GH2609\ P. 47, Naunman/ Shutts, 3/21/16:

Page 1, lines 1 - 7:
Delete all material and insert:

""An Act relating to confidential information status
and public record status of information in the
possession of the Departnent of Revenue; relating to
interest applicable to delinquent tax; relating to
disclosure of oil and gas production tax credit
information; relating to refunds for the gas storage
facility tax credit, the liquefied natural gas storage
facility tax credit, and the qualified in-state oil
refinery infrastructure expenditures tax —credit;
relating to the mninum tax for certain oil and gas
production; relating to the mninum tax calculation
for nmonthly installnment paynents of estimted tax;
relating to interest on nonthly installnent paynents

of estimted tax; relating to limtations for the
application of tax credits; relating to oil and gas
production tax «credits for certain losses and
expendi t ur es; relating to [imtations for
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nontransferable oil and gas production tax credits
based on oil production and the alternative tax credit
for oil and gas exploration; relating to purchase of

tax credit certificates from the oil and gas tax
credit fund; relating to a mninmum for gross value at
t he poi nt of producti on; relating to | ease
expenditures and tax credits for nunicipal entities;
addi ng a definition for "qualified capi tal
expenditure”; adding a definition for "outstanding
litability to the state"; repealing oil and gas
expl oration I ncentive credits; repeal i ng t he
l[imtation on the application of credits against tax
liability for |ease expenditures incurred before

January 1, 2011; repealing provisions related to the
monthly installment paynents for estinmated tax for oil
and gas produced before January 1, 2014; repealing the

oil and gas production tax «credit for qualified
capital expenditures and certain well expenditures;
repeal i ng t he cal cul ation for certain | ease

expenditures applicable before January 1, 2011; naking
conform ng anmendnments; and providing for an effective
date.""

Page 1, line 9, through page 20, |ine 16:

Delete all material and insert:

"* Section 1. AS 38.05.036(a) is anended to read:

(a) The departnment may conduct audits regarding
royalty and net profits under oil and gas contracts,
agreenents, or |eases under this chapter and regarding
costs related to exploration |licenses entered into
under AS 38.05.131 - 38.05.134 and exploration
incentive «credits under this chapter [OR UNDER
AS 41.09]. For purposes of audit under this section,

(1) the departnent may exam ne the books,
papers, records, or nenoranda of a person regarding
matters related to the audit; and

(2) the records and prenises where a
business is conducted shall be open at all reasonable
times for inspection by the departnent.

* Sec. 2. AS 38.05.036(b) is anended to read:

(b) The Departnent of Revenue may obtain fromthe
departnment information relating to royalty and net
profits paynments and to exploration incentive credits
under this chapter [OR UNDER AS 41.09], whether or not
that information is confidential. The Departnent of
Revenue may use the information in carrying out its
functions and responsibilities under AS 43, and shal
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hold that information <confidential to the extent
required by an agreement with the departnment or by
AS 38. 05.035(a) (8) [, AS 41.09.010(d), ] or
AS 43. 05. 230.
* Sec. 3. AS 38.05.036(c) is anended to read:
(c) The departnment may obtain from the Departnent

of Revenue all information obtained wunder AS 43
relating to royalty and net profits and to exploration
incentive credits. The depart nent may use the
information for pur poses  of carrying out its
responsibilities and functions under this chapter [AND
AS 41.09]. | nf or mati on made avai |l abl e to t he
depart nment t hat was obt ai ned under AS 43 is
confidenti al and subj ect to the provisions of
AS 43. 05. 230.

* Sec. 4. AS 38.05.036(f) is anended to read:
(f) Except as otherwise provided in this section

or in connection wth official investigations or
proceedi ngs of the departnent, it is unlawful for a
current or forner officer, enployee, or agent of the
state to divulge information obtained by the

departnment as a result of an audit under this section
that is required by an agreenent with the departnent
or by AS 38.05.035(a)(8) [OR AS 41.09.010(d)] to be
kept confidential.

* Sec. 5. AS 38.05.036(g) is anended to read:

(9) Nothing in this section prohibits the
publication of statistics in a manner that naintains
the confidentiality of information to the extent
required by an agreenment with the departnent or by
AS 38.05.035(a)(8) [OR AS 41.09.010(d)].

* Sec. 6. AS 40.25.100(a) is anended to read:

(a) Information in the possession of t he
Department of Revenue that discloses the particulars
of the business or affairs of a taxpayer or other
person, i ncl udi ng i nformation under
AS 38. 05. 020(b) (11) t hat is subj ect to a
confidentiality agreement under AS 38.05.020(b)(12),
is not a matter of public record, except as provided
in AS 43.05.230(i) - (l) [AS 43.05.230(i) OR (k)] or
for purposes of investigation and |aw enforcenent. The
information shall be kept confidential except when its
production is required in an official investigation
adm ni strative adjudication under AS 43.05.405 -
43. 05.499, or court proceeding. These restrictions do
not prohibit the publication of statistics presented
in a mnner that prevents the identification of

HOUSE RES COW TTEE - 139- March 22, 2016



particular reports and items, prohibit the publication
of tax lists showing the nanes of taxpayers who are
del i nquent and relevant information that may assist in
the collection of delinquent taxes, or prohibit the
publication of records, proceedings, and decisions
under AS 43.05.405 - 43.05. 499.
* Sec. 7. AS 43.05.225 is anended to read:
Sec. 43. 05. 225. | nt erest. Unl ess ot herw se

provi ded,

(1) a delinquent tax under this title,

[ (A) BEFORE JANUARY 1, 2014, BEARS | NTEREST
IN EACH CALENDAR QUARTER AT THE RATE OF FIVE
PERCENTAGE PO NTS ABOVE THE ANNUAL RATE CHARGED MEMBER
BANKS FOR ADVANCES BY THE 12TH FEDERAL RESERVE
DI STRICT AS OF THE FI RST DAY OF THAT CALENDAR QUARTER
OR AT THE ANNUAL RATE OF 11 PERCENT, WH CHEVER 1S
GREATER, COVPOUNDED QUARTERLY AS OF THE LAST DAY OF
THAT QUARTER, OR

(B) ON AND AFTER JANUARY 1, 2014,] bears
interest in each calendar quarter at the rate of seven
[ THREE] percentage points above the annual rate
charged nenber banks for advances by the 12th Federa
Reserve District as of the first day of that cal endar
guarter conpounded quarterly as of the |ast day of
that quarter;

(2) the interest rate is 12 percent a year

for
(A del i nquent f ees payabl e under
AS 05. 15.095(c); and
(B) wunclainmed property that is not tinely
paid or delivered, as allowed by AS 34.45.470(a).
* Sec. 8. AS 43.05.230 is anended by adding a new
subsection to read:

(1) The name of each person claimng a credit
under AS 43.55, the aggregate anmount of credits under
AS 43.55, except for the credit in AS 43.55.024(j),
claimed by the taxpayer in the calendar year, and a
description of t he t axpayer's activities t hat
generated the credits clainmed are public information.

* Sec. 9. AS 43.20.046(e) is anended to read:

(e) The departnment nay use avail able noney in the
oi | and gas t ax credit fund est abl i shed in
AS 43.55.028 to nake the refund applied for under (d)
of this section in whole or in part if the departnent
finds that (1) the <claimant does not have an
outstanding liability to the state [FOR UNPAID
DELI NQUENT TAXES UNDER THIS TITLE]; and (2) after
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application of al | avai lable tax credits, t he
claimant's total tax liability under this chapter for
the cal endar year in which the claimis nade is zero.
[IN THI S SUBSECTI ON, "UNPAID DELI NQUENT TAX" MEANS AN
AMOUNT OF TAX FOR WH CH THE DEPARTMENT HAS | SSUED AN
ASSESSVENT THAT HAS NOT BEEN PAID AND, | F CONTESTED,
HAS NOT BEEN FINALLY RESCLVED IN THE TAXPAYER S
FAVOR. |
* Sec. 10. AS 43.20.047(e) is anmended to read:

(e) The departnment nay use noney available in the
oi | and gas tax credit fund established in
AS 43.55.028 to make a refund or paynment under (d) of
this section in whole or in part if the departnent
finds that

(1) t he cl ai mant does not have an
outstanding liability to the state [FOR UNPAID
DELI NQUENT TAXES UNDER THI'S TI TLE]; and

(2) after application of all available tax
credits, the claimant's total tax liability under this
chapter for the calendar year in which the claimis
made is zero. [IN TH' S SUBSECTI ON, "UNPAI D DELI NQUENT
TAX" NMEANS AN AMOUNT OF TAX FOR VWH CH THE DEPARTMENT
HAS | SSUED AN ASSESSMENT THAT HAS NOT BEEN PAI D AND
| F CONTESTED, HAS NOT BEEN FINALLY RESOLVED IN THE
TAXPAYER S FAVOR ]

* Sec. 11. AS 43.20.053(e) is anmended to read:

(e) The departnment nay use noney available in the
oi | and gas t ax credit fund est abl i shed in
AS 43.55.028 to make a refund or paynment under (d) of
this section in whole or in part if the departnent
finds that

(1) t he cl ai mant does not have an
outstanding liability to the state [FOR UNPAID
DELI NQUENT TAXES UNDER THI'S TI TLE]; and

(2) after application of all available tax
credits, the claimant's total tax liability under this
chapter for the calendar year in which the claimis
made i s zero

* Sec. 12. AS 43.55.011(f) is repealed and
reenacted to read:

(f) The levy of tax under (e) of this section for

(1) oil and gas produced before January 1,
2022, from leases or properties that include |and
north of 68 degrees North latitude, other than gas
subject to (o) of this section, may not be less than
five percent of the gross value at the point of
production; and
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(2) oil produced on and after January 1,
2022, from leases or properties that include |I|and
north of 68 degrees North l|atitude, may not be |ess
than five percent of the gross value at the point of
producti on.

* Sec. 13. AS 43.55.020(a) is anmended to read:
(a) For a calendar year, a producer subject to

tax under AS 43.55.011 shall pay the tax as foll ows:

(1) for oi | and gas produced  Dbefore
January 1, 2014, 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
month of the calendar year on the last day of the
followng nonth; except as otherw se provided under
(2) of this subsection, the amobunt of the install nent
paynent is the sum of the follow ng anmounts, 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 anmpbunt of the installnent
paynment may not be | ess than zero:

(A for oil and gas not subj ect to
AS 43.55.011(o0) or (p) produced from |eases or
properties in the state outside the Cook Inlet
sedinentary basin, other than |eases or properties
subj ect to AS 43.55.011(f), the greater of

(1) zero; or

(i1i) the sum of 25 percent and the tax rate
calculated for the nmonth under AS 43.55.011(9)
multiplied by the renminder obtained by subtracting
1/ 12 of the producer's adjusted |ease expenditures for
t he cal endar year of production under AS 43.55.165 and
43.55.170 that are deductible for the oil and gas
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 nonth for which the
install ment 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

(1) zero

(ii) zero percent, one percent, two percent,
three percent, or four percent, as applicable, of the
gross value at the point of production of the oil and
gas produced from the |eases or properties during the
nmonth for which the installnment paynent is cal cul ated;
or

(ti1) the sum of 25 percent and the tax rate
calculated for the nonth under AS 43.55.011(9)
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multiplied by the renminder obtained by subtracting
1/ 12 of the producer's adjusted |ease expenditures for
t he cal endar year of production under AS 43.55.165 and
43.55.170 that are deductible for the oil and gas
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 nonth for which the
install ment paynment is cal cul at ed;

(O for oi | or gas subj ect to
AS 43.55.011(j), (k), or (o), for each |ease or
property, the greater of

(1) zero; or

(ii) the sum of 25 percent and the tax rate
calculated for the nmonth under AS 43.55.011(9)
multiplied by the renminder obtained by subtracting
1/ 12 of the producer's adjusted |ease expenditures for
t he cal endar year of production under AS 43.55.165 and
43.55.170 that are deductible under AS 43.55.160 for
the oil or gas, respectively, produced from the |ease
or property from the gross value at the point of
production of the oil or gas, respectively, produced
fromthe | ease or property during the nonth for which
the install ment paynent is cal cul at ed;

(D) for oi | and gas subj ect to
AS 43.55.011(p), the |l esser of

(i) the sum of 25 percent and the tax rate
calculated for the nmonth under AS 43.55.011(9)
multiplied by the remainder obtained by subtracting
1/ 12 of the producer's adjusted |ease expenditures for
t he cal endar year of production under AS 43.55.165 and
43.55.170 that are deductible for the oil and gas
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 nonth for which the
instal |l ment paynment is calculated, but not |ess than
zero; or

(i1i) four percent of the gross value at the
poi nt of production of the oil and gas produced from
the |eases or properties during the nonth, but not
| ess than zero;

(2) an amount calculated under (1)(C of
this subsecti on for oi | or gas subj ect to
AS 43.55.011(j), (k), or (o) my not exceed the
product obtained by carrying out the calculation set
out in AS 43.55.011(j)(1) or (2) or 43.55.011(o0), as
applicable, for gas or set out in AS 43.55.011(k)(1)
or (2), as applicable, for oil, but substituting in
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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
anmount 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 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 oil provided
under AS 43.55.011(i), multiplied by the gross value
at the point of production of the oil taxable under
AS 43.55.011(i) and produced from the |lease or
property during the nonth; and

(B) the applicable tax rate for gas provided
under AS 43.55.011(i), multiplied by the gross val ue
at the point of production of the gas taxable under
AS 43.55.011(i) and produced from the |ease or
property during the nonth;

(4) any anount of t ax | evi ed by
AS 43.55.011, net of any credits applied as allowed by
law, that exceeds the total of the anmounts due as
install nent paynents of estimated tax is due on
March 31 of the year followng the calendar year of
producti on;

(5) for oil and gas produced on and after
January 1, 2014, and before January 1, 2022, an
install ment paynent of the estimted 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 cal endar
year on the last day of the follow ng nonth; except as
ot herwi se provided under (6) of this subsection, the
anount of the installnment paynent is the sum of the
following 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 cal endar year, but
the anmobunt of the installnent paynent nay not be |ess
t han zero:

(A for oil and gas not subj ect to
AS 43.55.011(0) or (p) produced from |eases or
properties in the state outside the Cook Inlet
sedinentary basin, other than |eases or properties
subj ect to AS 43.55.011(f), the greater of
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(1) zero; or

(i1i) 35 percent multiplied by the renainder
obtained by subtracting 1/12 of the producer's
adj usted | ease expenditures for the calendar year of
production under AS 43.55.165 and 43.55.170 that are
deductible for the oil and gas 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 nonth for which the installnment 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

(1) zero;

(ii) five [ZERO PERCENT, ONE PERCENT, TWO
PERCENT, THREE PERCENT, OR FOUR] percent [, AS
APPLI CABLE,] of the gross value at the point of
production of the oil and gas produced from the | eases
or properties during the nmonth for which the
install ment paynent is cal cul ated; or

(ti1) 35 percent multiplied by the remainder
obtained by subtracting 1/12 of the producer’'s
adjusted |ease expenditures for the calendar year of
production under AS 43.55.165 and 43.55.170 that are
deductible for the oil and gas 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, except that, for the purposes of this
calculation, a reduction from the gross value at the
poi nt of production may apply for oil and gas subject
to AS 43.55.160(f) or (9);

(O for oi | or gas subj ect to
AS 43.55.011(j), (k), or (o), for each |ease or
property, the greater of

(1) zero; or

(ii) 35 percent multiplied by the remainder
obtained by subtracting 1/12 of the producer's
adjusted |ease expenditures for the calendar year of
production under AS 43.55.165 and 43.55.170 that are
deducti ble wunder AS 43.55.160 for the oil or gas,
respectively, produced fromthe |ease or property from
the gross value at the point of production of the oil
or gas, respectively, produced from the |ease or
property during the nmonth for which the installnent
paynment is cal cul at ed;

(D) for oi | and gas subj ect to
AS 43.55.011(p), the |l esser of
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(i) 35 percent nmultiplied by the renainder
obtained by subtracting 1/12 of the producer’'s
adj usted | ease expenditures for the cal endar year of
production under AS 43.55.165 and 43.55.170 that are
deductible for the oil and gas 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 nonth for which the installnment paynment s
cal cul ated, but not |ess than zero; or

(1i) four percent of the gross value at the
poi nt of production of the oil and gas produced from
the |eases or properties during the nonth, but not
| ess than zero;

(6) an anmount calculated under (5)(C of
this subsecti on for oi | or gas subj ect to
AS 43.55.011(j), (k), or (o) my not exceed the
product obtained by carrying out the calculation 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 anount of taxable gas produced during
the nmonth for the anobunt 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 ;

(7) for oil and gas produced on or after
January 1, 2022, an installnment payment 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
month of the calendar year on the last day of the
followi ng nonth; the anmobunt of the installnent paynment
is the sum of the follow 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
cal endar vyear, but the amount of the installnent
paynment may not be | ess than zero:

(A for oi | produced from |eases or
properties that include land north of 68 degrees North
| atitude, the greatest of

(1) zero;

(ii) five [ZERO PERCENT, ONE PERCENT, TWO
PERCENT, THREE PERCENT, OR FOUR] percent [, AS
APPLI CABLE,] of the gross value at the point of
production of the oil produced from the |eases or
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properties during the nonth for which the install nent
paynent is cal cul ated; or

(ti1) 35 percent multiplied by the remainder
obtained by subtracting 1/12 of the producer's
adjusted |ease expenditures for the calendar year of
production under AS 43.55.165 and 43.55.170 that are
deductible for the oil wunder AS 43.55.160(h)(1) from
the gross value at the point of production of the oil
produced from those |eases or properties during the
month for which the installnment paynent is cal cul at ed,
except that, for the purposes of this calculation, a
reduction from the gross value at the point of
producti on may apply for oi | subj ect to
AS 43.55.160(f) or 43.55.160(f) and (9);

(B) for oil produced before or during the
| ast cal endar year under AS 43.55.024(b) for which the
pr oducer could t ake a t ax credit under
AS 43.55.024(a), from |eases or properties in the
state outside the Cook Inlet sedinentary basin, no
part of which is north of 68 degrees North I|atitude,
ot her t han | eases or properties subj ect to
AS 43.55.011(p), the greater of

(1) zero; or

(i1i) 35 percent multiplied by the renainder
obtained by subtracting 1/12 of the producer’'s
adj usted | ease expenditures for the calendar year of
production under AS 43.55.165 and 43.55.170 that are
deductible for the oil wunder AS 43.55.160(h)(2) from
the gross value at the point of production of the oil
produced from the |eases or properties during the
month for which the installnment paynent is cal cul at ed;

(C© for oil and gas produced from | eases or
properties subject to AS 43.55.011(p), except as
ot herwi se provided under (8) of this subsection, the
sum of

(i) 35 percent nultiplied by the remainder
obtained by subtracting 1/12 of the producer's
adjusted |ease expenditures for the calendar year of
production under AS 43.55.165 and 43.55.170 that are
deductible for the oil wunder AS 43.55.160(h)(3) from
the gross value at the point of production of the oil
produced from the |eases or properties during the
month for which the installnment paynent is cal cul at ed,
but not |ess than zero; and

(1i) 13 percent of the gross value at the
point of production of the gas produced from the
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| eases or properties during the nonth, but not |ess
t han zero;

(D) for oi | produced from |eases or
properties in the state, no part of which is north of
68 degrees North Jlatitude, other than |eases or
properties subject to (B) or (C of this paragraph,
the greater of

(i) zero; or

(1i) 35 percent multiplied by the remainder
obtained by subtracting 1/12 of the producer’'s
adjusted |ease expenditures for the calendar year of
production under AS 43.55.165 and 43.55.170 that are
deductible for the oil wunder AS 43.55.160(h)(4) from
the gross value at the point of production of the oil
produced from the |eases or properties during the
nmonth for which the install nent paynment is cal cul at ed;

(E) for gas produced from each |ease or
property in the state, other than a |ease or property
subject to AS 43.55.011(p), 13 percent of the gross
value at the point of production of the gas produced
from the | ease or property during the nonth for which
the installnment paynment is calculated, but not |ess
t han zero;

(8) an amount calculated under (7)(C of
this subsection may not exceed four percent of the
gross value at the point of production of the oil and
gas produced from |eases or properties subject to
AS 43.55.011(p) during the nonth for which the
i nstal |l ment paynent is cal cul at ed;

(9) for purposes of the calculation under
[ @i), 1 (5)(B(ii) [,] and (7)(A(ii) of this
subsection, the [APPLICABLE] percentage of the gross
value at the point of production is determ ned under
AS 43.55.011(f)(1) or (2) but substituting the phrase
"nont h for whi ch t he i nstal | nent paynment is
calculated" in AS 43.55.011(f)(1) and (2) for the
phrase "cal endar year for which the tax is due.”

*  Sec. 14. AS 43.55. 020(09) is repealed and
reenacted to read:
(g) Notwithstanding any contrary provision of
AS 43.05.225, an wunpaid amount of an installnent
paynment required under (a)(3), (5), (6), or (7) of
this section that is not paid when due bears interest
(1) at the rate provided for an underpaynent under 26
US C 6621 (Internal Revenue Code), as anended,
conpounded daily, from the date the installnent
paynent is due until Mrch 31 following the cal endar
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year of production; and (2) as provided for a
del i nquent tax under AS 43.05.225 after that March 31,
interest accrued under (1) of this subsection that
remains unpaid after that March 31 is treated as an
addition to tax that bears interest under (2) of this
subsection, an unpaid anmount of tax due under (a)(4)
of this section that is not paid when due bears
interest as provided for a delinquent tax under
AS 43. 05. 225.
* Sec. 15. AS 43.55.020(h) is anended to read:

(h) Notw thstanding any contrary provision of
AS 43. 05. 280,

(1) an overpaynent of an installnent paynent
required under (a)(3) [(a)(1), (2), (3)], (5, (6), or
(7) of this section bears interest at the rate
provided for an overpaynent wunder 26 U S.C. 6621
(I'nternal Revenue Code), as anended, conpounded daily,
fromthe later of the date the installnment paynment is
due or the date the overpaynent is made, until the
earlier of

(A) the date it is refunded or is applied to
an under paynent; or

(B) March 31 following the cal endar year of
producti on;

(2) except as provided under (1) of this
subsection, interest with respect to an overpaynent is
allowed only on any net overpaynent of the paynents
requi red under (a) of this section that renmains after
the later of March 31 following the cal endar year of
production or the date that the statenment required
under AS 43.55.030(a) is filed;

(3) interest is allowed under (2) of this
subsection only from a date that is 90 days after the
|ater of March 31 following the calendar vyear of
production or the date that the statement required

under AS 43.55.030(a) 1is filed; interest 1is not
allowed if the overpaynent was refunded within the 90-
day peri od;

(4) interest wunder (2) and (3) of this
subsection is paid at the rate and in the nanner
provided in AS 43.05.225(1).

* Sec. 16. AS 43.55.020(i) is amended to read:
(i) Notwithstanding any contrary provision of
AS 43.05.225 or (g) or (h) of this section, if the
anount of a tax paynent, including an installnent
payment, due under (a)(3) - (5) [(a)(1) - (4)] of this
section is affected by the retroactive application of

HOUSE RES COW TTEE - 149- March 22, 2016



a regulation adopted under this chapter, t he
departnment shall determne whether the retroactive
application of the regulation caused an underpaynent
or an overpaynent of the anount due and adjust the
interest due on the affected paynent as foll ows:

(1) if an wunderpaynent of the anount due
occurred, the departnent shall waive interest that
woul d ot herwi se accrue for the underpaynent before the
first day of the second nonth following the nonth in
whi ch the regul ati on becane effective, if

(A) the departnment determnes that the

producer's under payment resul ted because t he
regul ation was not in effect when the paynent was due;
and

(B) the producer denonstrates that it made a
good faith estimate of its tax obligation in |ight of
the regulations then in effect when the paynent was
due and paid the estimated tax;

(2) if an overpaynent of the anount due
occurred and the departnent determnes that the
producer's overpaynment resulted because the regul ation
was not in effect when the paynment was due, the
obligation for a refund for the overpaynent does not
begin to accrue interest earlier than the follow ng,
as applicabl e:

(A) except as otherw se provided under (B)
of this paragraph, the first day of the second nonth
followng the nmonth in which the regulation becane
effective;

(B) 90 days after an anended statenent under
AS 43.55.030(a) and an application to request a refund
of production tax paid is filed, if the overpaynent
was for a period for which an anended statenent under
AS 43.55.030(a) was required to be filed before the
regul ati on becanme effective.

* Sec. 17. AS 43.55 is anended by adding a new
section to read:

Sec. 43.55.022. Limtations on tax credits. (a)
Notw t hstanding any contrary provision of AS 43.55,
the application of tax credits wunder AS 43.55 is
subject to the limtations set out in this section.

(b) A tax credit or a fraction of a tax credit
under AS 43.55.023, 43.55.024, and 43.55.025 nay not
be subtracted in calculating an installnment paynent of
estimated tax required under AS 43.55.020(a) if the
resulting anount of the installnment paynent would be
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less than the anmpunt in AS 43.55.020(a)(5)(B)(ii) or
43.55.020(a)(7)(A) (ii), as applicable.

(c) The total anount of tax «credits under
AS 43.55.023, 43.55.024, and 43.55.025 that may be
applied against a tax levied by AS 43.55.011(e) for a
cal endar year may not exceed the sum of the anmount of
the tax credits or fractions of tax credits that are
al l oned under (b) of this section to be subtracted in
calculating the installnment paynents of estimated tax
for each nonth in the cal endar year.

* Sec. 18. AS 43.55.023(b) is anended to read:

(b) [BEFORE JANUARY 1, 2014, A PRODUCER OR
EXPLORER MAY ELECT TO TAKE A TAX CREDIT I N THE AMOUNT
OF 25 PERCENT OF A CARRI ED- FORMARD ANNUAL LGOSS. FOR
LEASE EXPENDI TURES | NCURRED ON AND AFTER JANUARY 1,
2014, AND BEFORE JANUARY 1, 2016, TO EXPLORE FOR,
DEVELOP, OR PRODUCE O L OR GAS DEPCSI TS LOCATED NORTH
OF 68 DEGREES NORTH LATI TUDE, A PRODUCER OR EXPLORER
MAY ELECT TO TAKE A TAX CREDIT IN THE AMOUNT OF 45
PERCENT OF A CARRI ED- FORWARD ANNUAL LOSS.] For |ease
expenditures incurred on and after January 1, 2016, to
explore for, develop, or produce oil or gas deposits
| ocated north of 68 degrees North latitude, a producer
or explorer my elect to take a tax credit in the
anmount of 35 percent of a carried-forward annual | o0ss.
For | ease expenditures incurred on or after January 1,
2014, to explore for, develop, or produce oil or gas
deposits |l ocated south of 68 degrees North |atitude, a
producer or explorer may elect to take a tax credit in
the anmpbunt of 25 percent of a carried-forward annual
loss. A credit under this subsection may be applied
against a tax levied by AS 43.55.011(e). For purposes
of this subsection, a carried-forward annual loss is
the anmount of a producer's or explorer's adjusted
| ease expenditures under AS 43.55.165 and 43.55.170
for a previous calendar year that was not deductible
in calculating production tax values for that cal endar
year under AS 43.55.160. For the purpose of a credit
under this subsecti on, any reducti on under
AS 43.55. 160(f) or (9) is added back to the
cal cul ation of production tax values for that cal endar
year under AS 43.55.160 for the determnation of a
carried-forward annual | oss.

* Sec. 19. AS 43.55.023(c) is anended to read:

(c) A credit or portion of a credit under this
section may not be used to reduce a person's tax
l[tability under AS 43.55.011(e) for any cal endar year
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below the amount calculated under AS 43.55.011(f)
[ZERQ, and any unused credit or portion of a credit
not used under this subsection may be applied in a
| ater cal endar year. An unused credit or portion of a
credit may not be applied in a calendar year |ater
than the 10th calendar year in which the carried-
forward annual loss for which the credit is clained
was i ncurred.
* Sec. 20. AS 43.55.023(d) is anmended to read:

(d) A person that is entitled to take a tax
credit under this section that wi shes to transfer the
unused credit to another person or obtain a cash
paynment under AS 43.55.028 may apply to the departnent
for a transferable tax credit certificate. An
application under this subsection nust be in a form
prescribed by the departnent and nust i ncl ude
supporting information and docunentation that the
department reasonably requires. The departnent shal
grant or deny an application, or grant an application
as to a lesser anount than that clainmed and deny it as
to the excess, not later than 120 days after the
|atest of (1) March 31 of the year followng the
cal endar year in which the [QUALIFIED CAPITAL
EXPENDI TURE OR] carried-forward annual |oss for which
the credit is clained was incurred; (2) the date the
statenent required under AS 43.55.030(a) or (e) was
filed for the calendar year in which the [QUALIFIED
CAPI TAL EXPENDI TURE OR] carried-forward annual | oss
for which the credit is clained was incurred; or (3)
the date the application was received by the

depart nent. | f, based on the information then
available to it, the departnent is reasonably
satisfied that the applicant is entitled to a credit,
t he depart nment shal | i ssue t he appl i cant a

transferable tax credit certificate for the anmount of
the credit. A certificate issued under this subsection
expires after 10 years from the cal endar year in which
the carried-forward annual loss for which the credit
is clainmed was i ncurred [ DOES NOT EXPI RE] .

* Sec. 21. AS 43.55.023(e) is anmended to read:

(e) A person to which a transferable tax credit
certificate is issued under (d) of this section may
transfer the certificate to another person, and a
transferee may further transfer the certificate.
Subject to the limtations set out in (b) - (d) [(a) -
(d)] of this section, and notw thstanding any action
the departnment nay take with respect to the applicant
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under (g) of this section, the ower of a certificate
may apply the credit or a portion of the credit shown
on the certificate only against a tax levied by
AS 43.55.011(e). However, a credit shown on a
transferable tax credit certificate nmay not be applied
to reduce a transferee's total tax liability under
AS 43.55.011(e) for oil and gas produced during a
cal endar year to less than 80 percent of the tax that
woul d otherwi se be due w thout applying that credit.
Any portion of a credit not used under this subsection
may be applied in a later period.

* Sec. 22. AS 43.55.023 is anmended by adding a new
section to read:

(q) A producer or explorer shall conply with the
notice and information provision requirements in
AS 43.55.025(f)(2) for the |ease expenditures incurred
towards a credit under this section. The Departnent of
Nat ur al Resour ces shal | hol d t he confidenti al
i nformation under AS 43.55.025(f)(2)(0O. For a
producer or explorer required to conply wth the
notice and information requirenments of this section,
the Departnment of Natural Resources may publish the
name of the producer or explorer, the location of the
well or seismic exploration, and the date on which
information required to be submtted wunder this
section may be rel eased.

* Sec. 23. AS 43.55.024(g) is anended to read:

(g0 A tax credit authorized by (c) of this
section may not be applied to reduce a producer's tax
litability for any calendar year under AS 43.55.011(e)
below the anobunt calculated under AS 43.55.011(f)
[ ZERQ .

* Sec. 24. AS 43.55.024(1i) is anended to read:

(1) A producer may apply against the producer's
t ax liability for t he cal endar year under
AS 43.55.011(e) a tax credit of $5 for each barrel of
oil taxable under AS 43.55.011(e) that neets one or
nore of the criteria in AS 43.55.160(f) or (g) and
that is produced during a calendar year after
Decenber 31, 2013. A tax credit authorized by this
subsection may not reduce a producer's tax liability
for a calendar year under AS 43.55.011(e) below the
anount cal cul ated under AS 43.55.011(f) [ZERQ .

* Sec. 25. AS 43.55.025(i) is anended to read:

(1) For a production tax «credit under this

secti on,
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(1) a credit may not be applied to reduce a
taxpayer's tax liability wunder AS 43.55.011(e) bel ow
t he anmount cal cul ated under AS 43.55.011(f) [ZERQ for
a cal endar year; and

(2) an anount of the production tax credit
in excess of the amount that may be applied for a
cal endar year wunder this subsection may be carried
forward and applied against the taxpayer's tax
liability under AS 43.55.011(e) in one or nore |ater
cal endar years.

* Sec. 26. AS 43.55.028(e) is anended to read:

(e) The departnent, on the witten application of
a person to whom a transferable tax credit certificate
has been issued wunder AS 43.55.023(d) or fornmer
AS 43.55.023(m) or to whom a production tax credit
certificate has been issued under AS 43.55.025(f), may
use available noney in the oil and gas tax credit fund
to purchase, in whole or in part, the certificate if
t he departnent finds that

(1) the cal endar year of the purchase is not
earlier than the first calendar year for which the
credit shown on the certificate would otherw se be
allonwed to be applied against a tax;

(2) the applicant does not have an

outstanding liability to the state [FOR UNPAID
DELI NQUENT TAXES UNDER THI S TI TLE] ;
(3) the applicant's total tax liability

under AS 43.55.011(e), after application of al
avai lable tax credits, for the calendar year in which
the application is made is zero;

(4) the applicant's average daily production
of oil and gas taxable under AS 43.55.011(e) during
t he cal endar year preceding the cal endar year in which
the application is made was not nore than 50,000 BTU
equi val ent barrels; [AND

(5) the applicant's revenues generated from
the applicant's oil and gas business, including the
revenues of the applicant's affiliates if t he
applicant is part of an affiliated group, during the
cal endar year preceding the calendar year in which the
application is made were | ess than $10, 000, 000, 000;

(6) the anpbunt expended for the purchase and
anounts previously purchased from the applicant during
the cal endar year the sum of which would not exceed
$25, 000, 000; and

(7) the purchase is consistent wth this
section and regul ati ons adopted under this section.
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* Sec. 27. AS 43.55.028 is anmended by adding a new
subsections to read:

(j) The percentage of a transferable tax credit
certificate or a production tax credit certificate
purchased by the departnent nmay not exceed the
percentage of the applicant's workforce in the state
in the previous calendar year that were resident
workers. The applicant's workforce in the state
i ncludes resident workers enployed by the applicant's
contractors. An anmount of a credit not purchased due
to application of this subsection my be applied
against the applicant's tax liability wunder this
chapter. In this subsection, "resident worker" has the
meani ng given in AS 43.40.092(b).

* Sec. 28. AS 43.55.029(a) is anmended to read:

(a) An explorer or producer that has applied for
a producti on t ax credit under AS 43.55.023(b)
[ AS 43.55.023(a), (b), OR (l)] or 43.55.025(a) may
make a present assignnent of the production tax credit
certificate expected to be issued by the departnent to
a third-party assignee. The assignnment nay be nade
either when [AT THE TIME] the application is filed
with the departnent or not |ater than 30 days after
the date of filing with the departnent. Once a notice
of assignnent in conpliance with this section is filed
with the departnent, the assignnment is irrevocable and
cannot be nodified by the explorer or producer wthout
the witten consent of the assignee naned in the
assignment. If a production tax credit certificate is
issued to the explorer or producer, the notice of
assignnment renmains effective and shall be filed with
the departnent by the explorer or producer together
with any application for the department to purchase
the certificate under AS 43.55.028(e).

* Sec. 29. AS 43.55.030(a) is anended to read:

(a) A producer that produces oil or gas from a
| ease or property in the state during a cal endar year,
whether or not any tax paynent is due under
AS 43.55.020(a) for that oil or gas, shall file wth
the departnent on March 31 of the following year a
statenent, wunder oath, in a form prescribed by the
departnment, giving, with other information required,
t he foll ow ng:

(1) a description of each |ease or property
from which oil or gas was produced, by nane, |egal
descri pti on, | ease  nunber, or accounting codes
assi gned by the departnent;
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(2) the names of the producer and, if
different, the person paying the tax, if any;

(3) the gross amount of oil and the gross
anount of gas produced from each |ease or property,
separately identifying the gross anmount of gas
produced from each oil and gas lease to which an
effective election under AS 43.55.014(a) applies, the
anount of gas delivered to the state under
AS 43.55.014(b), and the percentage of the gross
anount of oil and gas owned by the producer;

(4) the gross value at the point of
production of the oil and of the gas produced from
each | ease or property owned by the producer and the
costs of transportation of the oil and gas;

(5) the nane of the first purchaser and the
price received for the oil and for the gas, unless
relieved fromthis requirenent in whole or in part by
t he departnent;

(6) t he producer's qual i fied capita
expendi t ures, [AS DEFINED IN AS 43.55.023,] other
| ease expenditures under AS 43.55.165, and adjustnents
or other paynments or credits under AS 43.55.170;

(7) the production tax values of the oil and
gas under AS 43.55.160(a) or of the oil under
AS 43.55.160(h), as applicabl e;

(8 any <clainms for tax credits to be
appl i ed; and

(9) calculations showing the anounts, if
any, that were or are due under AS 43.55.020(a) and
i nterest on any under paynent or over paynent.

* Sec. 30. AS 43.55.030(e) is anmended to read:

(e) An explorer or producer that incurs a |ease
expenditure under AS 43.55.165 or receives a paynent
or credit wunder AS 43.55.170 during a cal endar year
but does not produce oil or gas from a |ease or
property in the state during the calendar year shall
file with the departnent, on March 31 of the follow ng
year, a statenment, under oath, in a form prescribed by
the departnent, gi vi ng, with other i nformation
required, the follow ng:

(1) the explorer's or producer's qualified
capital expenditures, [AS DEFINED IN AS 43.55.023,]
other |ease expenditures under AS 43.55. 165, and
adjustnments or other paynents or credits under
AS 43.55.170; and

(2) if the explorer or producer receives a
paynment or credit under AS 43.55.170, calculations
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showi ng whet her the explorer or producer is liable for
a tax under AS 43.55.160(d) or 43.55.170(b) and, if
so, the anmount.
* Sec. 31. AS 43.55.150 is anmended by adding a new
subsection to read:
(d) The gross value at the point of production
may not be | ess than zero.
* Sec. 32. AS 43.55.165(a) is anended to read:
(a) For [EXCEPT AS PROVIDED IN (j) AND (k) OF
TH'S SECTION, FOR] purposes of this chapter, a
producer's | ease expenditures for a cal endar year are

(1) costs, other than itens listed in (e) of
this section, that are

(A) incurred by the producer during the
cal endar year after March 31, 2006, to explore for,
devel op, or produce oil or gas deposits |ocated within
the producer's |eases or properties in the state or,
in the case of land in which the producer does not own
an operating right, operating interest, or working
interest, to explore for oil or gas deposits wthin
other land in the state; and

(B) allowed by the departnment by regulation
based on the departnment's determ nation that the costs
satisfy the following three requirenents:

(i) the costs nust be incurred upstream of
t he point of production of oil and gas;

(i) the costs nust be ordinary and
necessary costs of exploring for, developing, or
produci ng, as applicable, oil or gas deposits; and

(ti1) the <costs nust be direct costs of
expl oring for, devel opi ng, or pr oduci ng, as
applicable, oil or gas deposits; and

(2) a reasonable allowance for that cal endar
year, as determ ned under regulations adopted by the
departnment, for overhead expenses that are directly
related to exploring for, devel oping, or producing, as
applicable, the oil or gas deposits.

* Sec. 33. AS 43.55.165(e) is anmended to read:

(e) For pur poses of this section, | ease
expendi tures do not include
(1) depreci ati on, depl eti on, or

anortization;

(2) oil or gas royalty paynments, production
paynents, |ease profit shares, or other paynents or
distributions of a share of oil or gas production,
profit, or revenue, except that a producer's |ease
expenditures applicable to oil and gas produced from a
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| ease issued under AS 38.05.180(f)(3)(B), (D), or (E
include the share of net profit paid to the state
under that | ease;

(3) taxes based on or neasured by net
i ncone;

(4) interest or other financing charges or
costs of raising equity or debt capital;

(5) acquisition costs for a |lease or
property or exploration |license;

(6) costs arising from fraud, wi | ful
m sconduct, gross negligence, violation of law, or
failure to conply with an obligation under a |ease
permt, or license issued by the state or federal
gover nnent ;

(7) fines or penalties inposed by |aw,

(8) <costs of arbitration, |litigation, or
other dispute resolution activities that involve the
state or concern the rights or obligations anpbng
owners of interests in, or rights to production from
one or nore | eases or properties or a unit;

(9) costs i ncurred in or gani zi ng a
partnership, joint venture, or other business entity
or arrangenent;

(10) anobunts paid to indemify the state;
the exclusion provided by this paragraph does not
apply to the costs of obtaining insurance or a surety
bond froma third-party insurer or surety;

(11) surcharges levied under AS 43.55.201 or
43. 55. 300;

(12) an expenditure otherw se deductible
under (b) of this section that is a result of an
internal transfer, a transaction with an affiliate, or
a transaction between related parties, or is otherw se
not an arms length transaction, unless the producer
establishes to the satisfaction of the departnent that
t he anount of the expenditure does not exceed the fair
mar ket val ue of the expenditure;

(13) an expenditure incurred to purchase an

interest in any corporation, partnership, Ilimted
liability conpany, business trust, or any other
business entity, whether or not the transaction is
treated as an asset sale for federal incone tax
pur poses;

(14) a tax levied under AS 43.55.011 or
43. 55. 014;

(15) costs incurred for di smant | enment,
removal , surrender, or abandonment of a facility,
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pi peline, well pad, platform or other structure, or
for the restoration of a lease, field, unit, area,
tract of land, body of water, or right-of-way in
conjunction with dismantlenent, renoval, surrender, or

abandonment; a cost 1is not excluded wunder this
paragraph if the dismantlenent, renoval, surrender, or
abandonment for which the cost is incurred is
undertaken for the purpose of replacing, renovating,
or inproving the facility, pi pel i ne, wel | pad,
platform or other structure;

(16) costs i ncurred for cont ai nment
control, cleanup, or renoval in connection with any
unpermtted release of oil or a hazardous substance

and any liability for damages inposed on the producer
or explorer for that wunpermtted release; this
par agr aph does not apply to the cost of devel oping and
mai nt ai ni ng an oi | di schar ge prevention and
contingency plan under AS 46.04. 030;

(17) costs incurred to satisfy a work
conmmi t ment under an expl oration i cense under
AS 38. 05. 132;

(18) that portion of expenditures, that
woul d otherwi se be qualified capital expenditures, [AS
DEFINED IN AS 43.55.023,] incurred during a calendar
year that are less than the product of $0.30
multiplied by the total taxable production from each
| ease or property, in BTU equivalent barrels, during
t hat cal endar year, except that, when a portion of a
calendar year is subject to this provision, the
expendi tures and volunes shall be prorated wthin that
cal endar year;

(19) costs incurred for repair, replacenent,
or deferred maintenance of a facility, a pipeline, a
structure, or equipnment, other than a well, that
results in or is undertaken in response to a failure,
problem or event that results in an unscheduled
interruption of, or reduction in the rate of, oil or
gas production; or costs incurred for repair,
repl acenent, or deferred maintenance of a facility, a
pipeline, a structure, or equiprment, other than a
well, that 1is wundertaken in response to, or is
ot herwi se associated with, an unpermtted release of a
hazar dous substance or of gas; however, costs under
this paragraph that would otherwi se constitute |ease
expendi tures under (a) and (b) of this section may be
treated as |ease expenditures if the departnent
determnes that the repair or replacenent is solely
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necessitated by an act of war, by an unanticipated
grave natural disaster or other natural phenonenon of
an exceptional , i nevi t abl e, and irresistible
character, the effects of which could not have been
prevented or avoided by the exercise of due care or
foresight, or by an intentional or negligent act or
omssion of a third party, other than a party or its
agents in privity of contract with, or enployed by,
the producer or an operator acting for the producer,
but only if the producer or operator, as applicable
exercised due care in operating and maintaining the
facility, pipeline, structure, or equipnment, and took
reasonabl e precautions against the act or om ssion of
the third party and against the consequences of the
act or om ssion; in this paragraph,

(A) "costs incurred for repair, replacenent,
or deferred maintenance of a facility, a pipeline, a
structure, or equipnment” includes costs to disnmantle
and renmove the facility, pipeline, structure, or
equi pnent that is being repl aced;

(B) "hazardous substance" has the neaning
given in AS 46. 03. 826

(© "replacenent"” includes renovation or
i mprovenent ;

(20) costs incurred to construct, acquire,
or operate a refinery or crude oil topping plant,
regardl ess of whether the products of the refinery or
topping plant are used in oil or gas exploration,
devel opnent, or production operations; however, if a
producer owns a refinery or crude oil topping plant
that is located on or near the premses of the
producer's |lease or property in the state and that
processes the producer's oil produced from that |ease
or property into a product that the producer uses in

the operation of the |ease or property in drilling for
or producing oil or gas, the producer's |ease
expendi tures i ncl ude t he anount cal cul at ed by

subtracting from the fair nmarket value of the product
used the prevailing value, as determ ned under
AS 43.55.020(f), of the oil that is processed,
(21) costs of 1obbying, public relations,
public relations advertising, or policy advocacy.
* Sec. 34. AS 43.55.165(f) is anmended to read:
(1) For pur poses of AS 43.55.023(b)
[ AS 43.55.023(a) AND (b)] and only as to expenditures
incurred to explore for an oil or gas deposit |ocated
within land in which an explorer does not own a
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working interest, the term "producer” in this section
i ncl udes "explorer."
* Sec. 35. AS 43.55.170(c) is anmended to read:

(c) For pur poses of AS 43.55. 023(b)
[ AS 43.55.023(a) AND (b)] and only as to expenditures
incurred to explore for an oil or gas deposit |ocated
within land in which an explorer does not own a
working interest, the term "producer” in this section
i ncl udes "explorer."

* Sec. 36. AS 43.55.890 is anended to read:

Sec. 43.55.890. Disclosure of tax information.
Not wi t hst andi ng any contrary provi si on of
AS 40. 25. 100, and regardl ess of whet her t he
information is considered under AS 43.05.230(e) to
constitute statistics «classified to prevent t he
identification of particular returns or reports, the
departnent may publish the follow ng information under
this chapter, iif aggregated anong three or nore
producers or explorers, showing by nonth or cal endar
year and by |ease or property, unit, or area of the
state:

(1) the anpbunt of oil or gas production;

(2) the armount of taxes levied under this
chapter or paid under this chapter;

(3) the effective tax rates wunder this
chapter;

(4) the gross value of oil or gas at the
poi nt of production;

(5) the transportation costs for oil or gas;

(6) qualified capital expenditures [, AS
DEFI NED I N AS 43. 55. 023];

(7) expl oration expendi tures under
AS 43.55. 025;
(8) production tax values of oil or gas

under AS 43.55. 160;
(9) | ease expenditures under AS 43.55. 165;
(10) adjustnents to | ease expenditures under
AS 43.55. 170;
(11) tax credits applicable or potentially
appl i cabl e agai nst taxes |levied by this chapter.
* Sec. 37. AS 43.55.895(b) is anmended to read:

(b) A nunicipal entity subject to taxation
because of this section is eligible for [ALL] tax
credits proportionate to its production taxable under
AS 43.55.011(e). A municipal entity shall allocate its
| ease expenditures in proportion to its production
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t axabl e under AS 43.55.011(e) [UNDER THI S CHAPTER TO
THE SAME EXTENT AS ANY OTHER PRODUCER] .

* Sec. 38. AS 43.55.900 is anmended by adding a new
par agr aph to read:

(26) "qualified capital expenditure"

(A) nmeans except as otherwise provided in
(B) of this paragraph, an expenditure that is a |ease
expendi ture under AS 43.55.165 and is

(i) incurred for geological or geophysical
expl orati on;

(i) treated as a capitalized expenditure
under 26 U.S.C. (Internal Revenue Code), as anended,
regardl ess of elections made under 26 U S.C. 263(c)
(I'nternal Revenue Code), as anmended, and is treated as
a capitalized expenditure for federal inconme tax
reporting purposes by the person incurring the
expendi ture; or

(ii1) treated as a capitalized expenditure
under 26 U.S.C. (Internal Revenue Code), as anended,
regardl ess of elections made under 26 U S.C. 263(c)
(I'nternal Revenue Code), as anended, and is eligible
to be deducted as an expense under 26 U S.C.  263(c)
(I'nternal Revenue Code), as anended;

(B) does not include an expenditure incurred
to acquire an asset

(i) the cost of previously acquiring which
was a |ease expenditure under AS 43.55.165 or would
have been a | ease expenditure under AS 43.55.165 if it
had been incurred after March 31, 2006; or

(i) that has previously been placed in
service in the state; an expenditure to acquire an
asset is not excluded under this paragraph if not nore
than an immterial portion of the asset neets a
description under this paragraph; for purposes of this
subpar agr aph, "asset” i ncl udes geol ogi cal
geophysical, and well data and interpretations.

* Sec. 39. AS 43.99.950 is anmended by adding a new
par agr aph to read:

(3) "outstanding liability to the state"
nmeans an amount of tax, interest, penalty, fee,
rental, royalty, or other charge for which the state
has issued a demand for paynent that has not been paid
when due and, if <contested, has not been finally
resol ved against the state.

* Sec. 40. AS 38.05.180(i); AS 41.09. 010,
41.09. 020, 41.09.030, 41.09.090; AS 43.20.053(j)(4);
AS 43.55.011(m, 43.55.020(a) (1), 43.55.020(a) (2),
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43.55. 023(a), 43.55.023(1), 43.55.023(n),
AS 43.55.023(0), 43.55.028(i), 43.55.075(d) (1),
43.55.165()), and 43.55.165(k) are repeal ed.

* Sec. 41. The wuncodified law of the State of
Al aska i s anended by adding a new section to read:

APPLI CABI LI TY. (a) Section 17 of this Act applies
to credits against the oil and gas production tax
| evied by AS 43.55.011(e) for oil and gas produced on
and after January 1, 2017.

(b) Sections 8 - 11 and 26 - 28 of this Act, and
the repeal of AS 43.55.023(a) and (I) in sec. 40 of
this Act, apply to expenditures incurred on and after
January 1, 2017.

(c) Sections 12, 13, and 16 of this Act apply to
oil and gas produced on and after January 1, 2017.

(d) For the purpose of determning the |ast
cal endar year that a credit or an unused portion of a
credit under AS 43.55.023(c) or credit certificate
under AS 43.55.023(d) may be carried forward due to
the limtations in AS 43.55.023(c) and (d), as anended
by secs. 19 and 20 of this Act,

(1) the carried-forward annual loss for a
tax credit under AS 43.55.023(c), for expenditures
incurred before January 1, 2017, is considered to have
been incurred on January 1, 2017;

(2) the carried-forward annual loss for a
tax credit certificate under AS 43.55.023(d), for
expenditures incurred before January 1, 2017, IS

considered to have been incurred on January 1, 2017
or the date the tax credit certificate is issued.
* Sec. 42. The wuncodified law of the State of
Al aska i s anended by adding a new section to read:
TRANSI TI ON: REGULATI ONS. The Depar t ment of
Revenue and the Department of Natural Resources nmay
adopt regul ations necessary to inplenent the changes
made by this Act. The regulations take effect wunder
AS 44.62 (Administrative Procedure Act), but not
before the effective date of the l|aw inplenented by
the regul ation. The Departnent of Revenue shall adopt
regul ations governing the use of tax credits under
AS 43.55 for a calendar year for which the applicable
tax credit provisions of AS 43.55 differ as between
parts of the year as a result of this Act.
* Sec. 43. The wuncodified law of the State of
Al aska i s anended by adding a new section to read:
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TRANSI Tl ON: RETROACTI VI TY OF REGULATI ONS.
Not wi t hst andi ng any contrary provi si on of
AS 44.62. 240,

(1) if the Departnment of Revenue expressly
designates in a regulation that the regul ation applies
retroactively, a regulation adopted by the Departnent
of Revenue to inplenment, interpret, make specific, or
otherwi se carry out this Act may apply retroactively
to January 1, 2017, as applicabl e;

(2) a regulation adopted by the Departnent
of Natural Resources to inplenent, interpret, make
specific, or otherwise carry out statutory provisions
for the admnistration of oil and gas |eases issued
under AS 38.05.180(f)(3)(B), (D), wor (E), to the
extent the regulation relates to the treatnment of oil
and gas production taxes in determning net profits
under those | eases, may apply retroactively to
January 1, 2017, as applicable, if the Departnent of
Nat ur al Resour ces expressly desi gnat es in t he
regulation that the regulation applies retroactively
to one of those dates.

* Sec. 44. Sections 17, 42, and 43 of this Act take
ef fect i mredi ately under AS 01.10.070(c).

* Sec. 45. Except as provided in sec. 44 of this
Act, this Act takes effect January 1, 2017."

Amendment 45, | abel ed 29- GH2609\ P. 57, Naunman/ Shutts, 3/21/16:

Page 1, line 1, follow ng "tax;":
Insert "relating to confidential tax information
in the possession of the Departnent of Revenue;"

Page 3, followng line 17:

I nsert new bill sections to read:

"* Sec. 7. AS 43.05.230(f) is anmended to read:

(f) A wlful violation of the provisions of this
section or of a condi tion i mposed under
AS 43.55.040(1)(B) is punishable by a fine of not nore
t han $5,000, or by inprisonnent for not nore than two
years, or by both. The penalty under this subsection
may be in addition to, and not in place of, an
applicable crimnal sanction under state or federal
| aw.

* Sec. 8. AS 43.05.230 is anmended by adding a new
Subsection to read:

(1) The departnent may disclose confidential tax

information, docunents, or other materials related to
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a credit for oil and gas investnent, exploration,
production, delivery, storage, or use against a tax
i nposed under AS 43.20 or AS 43.55 to a legislator, an
agent of a legislator or a legislative conmttee, or a
contractor of a legislator or a legislative commttee
i f

(1) the information is disclosed during an
executive session of a conmttee hearing or an
executive session of a neeting of one house of the
| egislature as a commttee of the whol e;

(2) only | egi sl at ors, agents, and
contractors conplying with the remainder of this
subsection are in attendance at the commttee neeting;

(3) witten information, docunents, or
other nmaterials are clearly |abeled as confidential
tax information;

(4) the legislator, agent, or contractor
has executed an agreenment with the departnent

(A) that acknow edges that tax information,
docunent s, and materials recei ved under this
subsection are confidential by |aw

(B) that acknowl edges that it is illegal to

publicly di scl ose confidenti al t ax i nformation,
docunents, or materials received under this subsection
unl ess t he i nformation i's ot herw se publicly
avai |l abl e; and

(O in which the |l|egislator, agent, or
contractor agrees not to

(1) disclose the information received

during the neeting or the contents of docunents or
materials viewed during a commttee neeting under this
section; and

(i) renove any witten information,
docunents, or materials from the physical |ocation of
the commttee neeting."

Renunber the followi ng bill sections accordingly.
Page 18, |ine 20:

Delete "Sections 7 - 9, 16, and 17"

| nsert "Sections 9 - 11, 18, and 19"
Page 18, lines 25 - 26:

Del ete "sec. 29"

| nsert "sec. 31"

Page 18, |ine 27:
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Page

Page

Page

Page

Page

Page

Page

Page

Page

Page

Page

33"

HOUSE RES

Del ete "secs.
| nsert "secs.

18, line 28:
Del ete "sec.

| nsert "sec.

18, line 31:
Del ete "sec.
| nsert "sec.

19, line 2:
Del ete "sec.
| nsert "sec.

19, line 5;
Del ete "sec.
| nsert "sec.

19, line 8:
Del ete "sec.
| nsert "sec.

19, line 10:
Del ete "sec.
| nsert "sec.

19, |ine 14:
Del ete "sec.
| nsert "sec.

19, line 15;:
Del ete "sec.
| nsert "sec.

19, line 17:
Del ete "sec.
| nsert "sec.

20, line 12:

13,
15,

29"
31"

29"
31"

29"
31"

29"
31"

29"
31"

29"
31"

21"
23"

29"
31"

29"
31"

Del ete "Secti ons
| nsert "Sections

20, line 13:

Del ete "Sections

COW TTEE

14, 18, 23, and 24"
16, 20, 25, and 26"

30 and 34"
32 and 36"

13, 14,

- 166-

18

25, 27,

29, 32, and
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| nsert "Sections 15, 16, 20 - 27, 29, 31, 34, and
35"

Page 20, |ine 15:
Del ete "secs. 36 and 37"
| nsert "secs. 38 and 39"

[ End of anendnents to HB 247, Version P; CSHB 247(RES) was
reported fromthe House Resources Standing Commttee.|]

10: 30: 23 PM

ADJ OURNVENT

There being no further business before the commttee, the House
Resources Standing Commttee neeting was adjourned at 10:30 p. m
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