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FISCAL NOTE

2007 L E G I S L A T I V E  S E S S IO N  Bill Version: CSHB048(STA)_____________
() Publish Date:___________________________________

STATE OF ALASKA Fiscal Note* Number: CSHB048(STA)-DQA-DRB-3-06-07

Revision Date/Time (Note if correction):____________________ Dept. Affected]__________Administration______
Title An Act amending the powers of tho ARMB (o___________ RDU Centralized Administrative Services_________________________ authorize purchase and sale  of lax  credit certificates.  C o m p o n e n t  R e tire m e n t a n d  B e n e fits __________________
Sponsor Representatives Seaton________________________  ______________________________
Requester House Finance________________________________ Component No. _64________

Expenditures/Revenues__________________________________ (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY  2013
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES 0.0

oood

0.0 0.0 0.0

CHANGE IN REVENUES ( ) 0.0 0.0 0.0 0.0 0.0 0.0

FUND SO URCE (Thousands of Dollars)
1002 Federal Receipts 0.0 0.0 0.0 0.0 0.0 0.0
1003 G F  Match 0.0 0.0 0.0 0.0 0.0 0.0
1004 GF 0.0 0.0 0.0 0.0 0.0 0.0
1005 GF/Program Receipts 0.0 0.0 0.0 0.0 0.0 0.0
1037 GF/Mental Health 0.0 0.0 0.0 0.0 0.0 0.0
Other (Specify Type-Do not abbreviate) 0.0 0.0 0.0 0.0 0.0 0.0

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2007) cost: 0_0_____
Mark this box (X) if funding for this b ill is included in the Governor’s FY 2008 budget proposal:

POSITIONS
Full-time 0 0 0 0 0 0
Part-time 0 0 0 0 0 0
Temporary 0 0 0 0 0 0

ANALYSIS: (Attach n separata pago if necessary)
This bill grants authority to the Alaska Retirement Management Board (ARMB) to purchase transferable tax 
credit certificates issued under AS  43.55.023 for 92% of the face value of the certificate and then sell the tax 
credit certificates to the Department of Revenue under AS 43.55.023(f) for the full face value of Ihe 
certificate. Proceeds of the sale of tax credit certificates will be applied to the unfunded pension liability of the 
delined benefit retirement plans for which the board has responsibility. Tho bill will have no financial impact 
on the administration of the plans by tho DividiRB and result in a zero fiscal note.

Prepared by: Molanio Millhorn, Director___________________________________  Phone 465-4817
Division Division of Retirement and Benefits   Dale/Time 3/6/2007 10:30am

Approved by: Rachael Petro, Deputy Commissioner________________________  Dato 3/6/07 11:15am
Agency Department of Administration________________________________

(H o viud WKWOOO OMU) Pago 1 of 1



FISCAL NOTE
y y d r 'o

STATE OF ALASKA2007 LEGISLATIVE SESSION
Revision Date/Time (Note if correction): 
Title

Fiscal Note Number:CSh'B048-DOR-TAX-2-14-07
Bill Version:
() Publish Date:

CSHB 48(STA)

Retirement Board Purchase PPT Credits
Dept. Affected^

' r d u
Revenue 04

Taxation and Treasury
Component Tax Division

Sponsor
Requester

Representatives Seaton. Kelly
(H) State Affairs

Expenditures/Revenues

Component No. 

(Thousands of Dollars)

2476

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES | | | |

|CHANGE IN REVENUES ( ) * * ' ' * ’
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type--Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estim ate of any current year (FY2007) cost: 0.0
Check this box (X) if funding for this bill is included in the Governor's FY 2008 budget proposal: I I

POSITIONS
Full-time
Part-time
Temporary .
ANALYSIS: (Attach a separate page if necessary)
"This bill would authorize the Alaska Retirement Management Board (ARM) to purchase transferable tax 
credit certificates issued under AS 43.55.023 and AS 43.55.025 for 92 percent of the face value of the 
certificates. The ARM  board would then sell the certificates to the Department of Revenue for the full face 
value of the certificates, unless the commissioner of the Department of Revenue determines that economic 
conditions are not acceptable for the state to purchase and pay for the certificates. The proceeds of these 
sales would be used by the ARM  board to defray the unfunded pension liabilities for which the board is 
responsible.

Alaska Statutes 43.55 currently offers three clearly identifiable means of obtaining and selling lax credits 
for petroleum exploration activity and other capital costs relating to petroleum production.

Prepared by: Brian Andrews, Cheric Nionliuis and Roger Marks
Division Treasury and Tax___________________________

Approved by: Je rry  Burnetl_______________________________
Agency Department of Rovonue______________________

Phono 465-2300
DatiVTime 2/13/07 10:00 AM

Dato 2/14/2007

tRuvikori 0/10/2GCG OMU) Page 1 o f 2



FISCAL NOTE
ANALYSIS CONTINUATION

AS  43.55.025, known as the Exploration Incentive Credit, offers tax credits for either 20% or 40% of 
exploration expenditures incurred before July 1, 2016. The certificates issued under this program can be 
carried forward or transferred. Current statutes allow these credit certificates to be sold to other taxpayers; 
there is no provision for the state to buy credit certificates generated under AS  43.55.025 directly from the 
explorer to which the credit was originally issued.

Tax credits generated under AS  43.55.023, through excess capital expenditures or net losses, can also be 
carried forward or transferred. Current statutes allow these credit certificates to be sold to (1) other 
taxpayers (AS 43.55.023(e)), or (2) to the state Department of Revenue (AS 43.55.023(f)).

Although there are qualifying criteria for the state's purchase of credit certificates at AS  43.55.023(f), there 
are no restrictions on the amount to be paid for the certificates (other than the maximum refund per 
taxpayer of $25 million per year), and it is assumed that the state would pay full face value for the 
certificates. There are also no restrictions on the amount other taxpayers can pay for the certificates, 
although it is assumed they would pay less than face value and current statutes limit the amount 
transferred certificates can reduce a taxpayer's liability to 20 percent per year.

Given the three options and their qualifying criteria, it is difficult to assess which program certificate holders 
will favor. Were the expenditures to qualify under the EIC 40% credit program, then it is likely that would 
be the first choice. A s o f December 31, 2006, the EIC program issued credits totaling $34.7 million dollars 
over the 3.5 years since the program's inception; additional applications are pending approval by the 
department. If all the credits issued were sold to the ARM  board for 92% of the face value and resold to 
the Department of Revenue, the total generated for the ARM  board over the period would have been 
approximately $2.8 million.

Alternatively, should the expenditures qualify only for the 20% credit, then it is likely that the certificates 
would be transferred to the highest bidder. The highest bidder could be another taxpayer, the state 
Department of Revenue, or, under this bill, the ARM board.

STATE OF ALASKA BILL NO. HB 48________________2007 LEGISLATIVE SESSION
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O F F E R E D  IN  T H E  H O U S E  T O : C S H B  4 8 (S T A )

/ f lO 25-LS0259VE.1 
0 ^  ■ Bullock

A  M  E N D M E N T
2/12/07
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o - S |

1 P age 1, line 3, fo llo w in g  "g a s ;" :2 Insert " r e la t in g  to tra n sfe ra b le  ta x  c re d it  c e r tific a te s  issued u n d e r  the oil and gas3 p ro d u c tio n  ta x ;"45 Page 2, line 6:6 D elete  "A S  43.55.023(f) and 4 3 .5 5 .0 2 5 "7 Insert "A S  43.55.023f/) an d 43.55.025(/)"S9 P age 2, fo llo w in g  line 19:10 Insert new b ill sections to read:11 " *  S e c . 2 . A S  4 3 .5 5 .023 is amended by adding a new subsection to read:12 (/) N otw ithstanding the lim itation on the use o f  a transferable tax credit by a13 transferee in (e) of this section and subject to appropriations m ade by law , the14 departm ent shall i: sue a cash refund to the A la sk a  Retirem ent M an agem en t Board for15 a transferable tax credit originally  issued to a person under (d) o f  this section and16 purchased b y the A la sk a  Retirem ent M an agem en t Board under A S  3 7 .10.220(b).17 S e c . 3 . A S  4 3 .5 5 .025 is amended b y adding a new subsection to read:18 (/) Su b ject to appropriations m ade by law , the department shall issue a cash19 refund to the A la sk a  Retirem ent M anagem ent Board for a transferable tax credit20 o rig in ally  issued to an explorer under (I) o f  this section and purchased by the A la sk a21 Retirem ent M anagem ent Board under A S  3 7 .10.220(b)."
2223 Renum ber the fo llo w in g  bill section accordin gly .

L -1-



A la s k a  R e tire m e n t M a n a g e m e n t B o a rd  P .O . B o x  110405 Ju n eau , A la sk a  9 9 8 1 1 -0405 (907) 465-3749
Fcbiuary 23,2007

The Honorable Paul Seaton 
Alaska House o f  Representatives 
State Capitol, Room 102 
Juneau, Alaska 99801-1182

Dear Representative Seaton:

The trustees o f the Alaska Retirement Management Board (A RM B ) met today to 
consider the questions regarding HB -18 forwarded from you through C h ie f Investment 
O fficer Gary Bader. A t an earlier meeting this month the Board heard a legislative 
update with a brief synopsis o f  pending legislation that included this bill. The trustees 
also reviewed a memorandum from staff, a copy o f  which is attached.

The trustees agree t! at passage o f  HB 48. allowing the A R M B  to purchase transferable 
tax credits established under the Petroleum Profits Tax (PPT) nnd obtain reimbursement 
o f the credits through the Department o f Revenue, is a valuable tool in addressing the 
retirement systems unlunded liabilities and/or contribution rates. Trustees also concur 
with setting the discount rate at 92% lor purchase o f the investment lax credits.

W c appreciate your continued support and efforts at finding solutions to fully fund our 
retirement system.



ALASKA RETIREMENT MANAGEMENT BOARD

S U B JE C T : Position on House B ilH 8 ________________________  A C T IO N :  —
D A T L . February 23.2007 IN F O R M A T IO N :

B A C K G R O U N D :H ouse Bill -18 would allow the Alaska Retirement Management Board (A R M B ) to purchase transferable tax credits established under the Petroleum Profits Tax (PPT) and obtain reimbursement o f  the credits through the Department o f  Revenue (D O R ). The PPT created a direct refund o f  up to $25,000,000 in transferable tax credits per company each year. These transferable credits only arise when a company generates investment credit, but has insufficient production tax against which to take the credit.I nder I IB 18. the A R M B  would not be required to purchase the credits. I low ever, i f  the A R M B  purchased credits, it would be required to do so at 92% o f  the face value o f  the credit certificate. The opportunity to purchase a credit for $0.92 and sell it for $1.00 would result in an 8.69% ((SI.00 * $0.92) /$0.92) return on investment. However, the annuali/ed rate o f  return on investment would be considerably higher since liinds for the purchase would only be utilized for a short time. Therefore, it is likely that investment staff would nearly alway s opt to purchase a credit.S T A I I  S:I IB -18 is currently being considered by the I louse Finance Committee. During the course o f  deliberations about the Bill, some committee members expressed a desire to know: ( I ) if  the A R M B  supports legislation that would include this tool in the A R M B  investment toolbox; and (2) it' the A R M B  would favor pegging the transfer rate to the A R M B  at 92%. or empowering the investment staff to negotiate the rate with potential sellers.
Stall assumes the A R M B  would only be approached to purchase the credits i f  a taxpayer could not use the credit directly and the univei.se o f  potential buyers o f  the credit is extremely thin or non-existent. It'the legislature empowers A R M B  stall' to negotiate each tax credit purchase, stall' would have a fiduciary responsibility to purchase the credits at the lowest possible price.
Investment sta ll'engages in the buy iug and selling securities on a daily basis. I h vvcver in m< s i  instances, 
sta ll’ is investing in markets with substantially more transparency than anticipated in this instance. From an 
.muiali/ed rate < f  return perspective, investment -tali may find a purchase price higher than ‘>2% attractive : I. wever, without market transparency, stall'would be reluctant lo  bid up the price without knowing there 

was in tact a higher bidder. M a lf believes ihe A R M B  should liuor a set purchase rateol lor the credits based upon the assumptions that the purchased credits can be rapidly convened to cash and that the originator ol the ciedil will bear any penalty tor denial ol the credit by l)( )R pursuant to a subsequent audit.



R E C O M M E N D A T IO N :T h at the Chair o f  the A R M B  notify Representative Seaton in writing that the A R M B  endorses the passage ot IIB  with a set discount rate o f  92% for purchase o f  investment tax credits as a valuable to o l to address P E R S  and/or I R S  untunded liabilities and/or contribution rates.



Alaska Slate Legislature
State Capitol, Room 102 345 W. Sterling Highway
Juneau, A K  99802 Suite I02B
Phone: 465-2689 Horner, A K  99603
Fax: 465-3472 Phone: 235-2921
Toll Free (800) 665-2689 Fax: 235-400S
Representative Paul Seaton@lcgis. tate.uk.us Representative Paul Seaton House District 35

/ / /1 48 Sponsor Statement

IIB  4S addresses the m a ssiv e  unfunded liab ility  in the state retirem ent system  by a llo w in g  the A la sk a  M an agem en t R etirem ent ( A R M )  Board to purchase transferable credits established under the Petroleum Profits 1 a x , and the E xp lo ratio n  In cen tive  C red it statute, and obtain reim bursem ent o f  the credits through the Departm ent o f  R e v e n u e  ( D O R ) . T he A R M  Board shall then a p p ly  the return on their investm ent against the state ’s unfunded liab ility .
U n d er H B  48 the A R M  B oard is not required to purchase the credits. I lo w ev cr, i f  the A R M  Board docs purchase the credit, it m ust do so at a rate o f  92%  o f  the face v alu e  o f  the credit certificate.
T he Petroleum  P roduction T a x  (PPT) diiects the D O R  to reim burse co m p an ies for 100% o f  the face value o f  their transferable tax credit certificates ( A S  43.5 5 .023 (0 ). W hen the A R M  Board reim burses their credit (purchased at 92% ) though the D O R  for 100% face v alu e , the B o ard  w ill realize an 8% return on their investm ent. T h is  is c lo se  to the A R M  B o a rd ’ s annual target rate o f  8 .2 5 % . H o w ever, because the return tinder I IB  48 is on short term instead o f  a yearly  basis, the overall rate o f  return on the A R M  Board portfolio  is s ig n ific a n tly  im proved.
I IB  48 p rovides an add itio n al benefit to sm all o il am i gas co m pan ies. I he P P T  created a direct refund o f  up to $ 2 5 ,0 0 0 ,0 0 0  in transferable tax credit per co m p an y  each year. 'I hesc transferable credits o n ly  arise when a co m p a n y  generates investm ent credil but has in su fficien t production lax against w hich to take the credit. T h is  ge n era lly  w o u ld  he an exploration co m p a n y  before a n y  production b egins. B eyond that am ount the credits arc tradable and m ay he purchased and utilized to o ffset another com pany's P P T  liab ility  up to an annual lim it ol 20%  o f  their tax liab ility . T he explorers and sm all producers are concerned about the d iscou n t rate that they m ay be forced to accept for the transfer since the credits can o n ly  be applied to the P P T  lia b ility  ami there are few  com panies large en ough (w ith enough lax liability under the P P T) to u tilize  the credits. In the past. 90%  has been paid for sim ilar credits, although with a lim ited p o ol o f  users this rate co u ld  fall to 70%  ot 80% . I IB  48 w ould e ffe c tiv e ly  set a "llo o r"  on the discount rate at 92 % , ensuring an equitable return for the co m p an ies actu a lly  m ak in g  the investm ent in exploration .
I he langu age in H B  48 is p erm issive and does not require the D O R  lo incur a debt, B efore the D O R  reim burses the credit certifica te  the C o m m issio n er must m ake the determ ination that the econ om ic om litions are accep tab le  for the state to purchase the credit. S in c e  the ( 'o n im ission er o f  R evenue is a tatutorv m em ber o f  the A R M  Board the determ ination o f  the a b ility  lo net the face valu e reimbursement u l l  he know n hy the Board before it lakes action to purchase a tran sfeiab lc  lax credil.
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Valuation Results

1.5(e) Actuarial Projections -  Effect of Economic Scenarios 
Based on DB Only Payroll After July 1, 2006

Key Assumptions
■ A ll assum ptions and m ethods are the sam e as Section 1.5(a) except-  T h e  actuarially  calcu lated  contribution rate w ith a tw o-year lag is adopted in each yearb egin n in g  in F Y 0 8  '

-  Investm ent returns are assum ed as follow s: *
B ase C a se : 8 .25%  for all future yearsO p tim istic : 9 .00 %  for all future yearsP essim istic: 7 .50%  for all future years

Observations
■ In all cases, liab ilities  have been projected using 8.25%  as the discount rate for future benefitpaym ents. These scenarios are intended to illustrate the im pact i f  investm ent rates are different than the 8 .25%  assum ed investm ent return. T hey do not illustrate the e ffect o f  ch an g in g  the assum ed investm ent return for determ ining liabilities.

b i s t n b w . t e ^  b y  r$ x p  " T k u T  S u c t- h r r

'f& A X -U o : H E  L0
1

b u c k c c r s t  j | * i r t s  V  SUIo ot Alaska

r t .*:• W«t*0C V3Q\i+r%

42 Publtu unployees' Retirement SystemA s  of Ju n o  30, 2000
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1.5(e) Actuarial Projections -  Projections at Calculated Rate 
Effect of Economic Scenarios 
Based on DB Only Payroll After July 1, 2006 (continued) 

Contribution Amounts

Valuation Results

Notations by Rep. Seaton to demonstrate the effect o f 
increased return on ARM Board investment. The 
notations arc not purporting to describe the size o f the 
actual investment increase under HB 4X.

—  — Pessimistic U nsoCaso- * - Optimistic

c
3oE<
co
»3XJ*»_ 

-  -

coo

. . .. . T* Ulule of Alaska
D U C K t  O l U i l l l t i  li lit* Public Lmployoes'Retirement System

As of Juno JO, 2005
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■ 1 Tradable Capital Investment Tax Credits - 43.55.023 (a)^ (h)
M .'  A

^  20% tax credit for qualified capital expenditures
^ ’Unused credit can be applied in future y ea rs^^^^^

*

^  Transferable and re-transferable with a certificate
^  Producers of less than 50,000 BTU equivalent 

barrels per day can get a cash refund if they meet 
certain qualifications :

r  |  Vwv ^ i

^  Flexible for a wide variety of circumstances, cqn be; 
cashed out, traded or saved .• &/ f  s. iPtk-- ii



Exploration Tax Credits * 43-.55.025'
r •?

>> Extends exploration tax credits six years to 2016mf • *
> 20% credit for exploration wells more than 3 miles• • * •*

from an existing well (C.I. deemed separate target)
^  20% for wells more than 25 miles.from existing unit 

(10 miles for Cook Inlet) . ••• - i# He

> 40% credit if both conditions are met .:•••••
* r I .» *: K.*

• • ;

J- ■ *♦ Xh'.
p.  *• . . » * • » »  , .5isjl

^  40% credit for seismic operations not associated^^i 
with a well



TRANSFERABLE CREDIT LANGUAGE UNDER THE PPT
S e e . 43 .5 5 .023 T a x  credits for certain losses and expenditures.

(a) A  producer or explorer m ay lake a tax credit for a q u a lifie d  capital expenditure as fo llo w s:
(1) notw ithstanding that a q u alified  capital expenditure m ay  be a dedu ctib le  lease expenditure for purposes o f  ca lcu la tin g  the production tax valu e  o f  o il and gas under A S  4 3 .5 5 .1 6 0  fa), unless a credit for that expenditure is taken under A S  3 8 .0 5 .ISO  (i), A S  4 1 .0 9 .0 1 0 . A S  4 3 .2 0 .0 4 3 , or A S  43.5 5 .025 , a producer or exp lo rer that incurs a qualified capital expenditure m ay also elect to lake a lax credit against a tax due under A S  43.55.011 fe) in the am ount o f  20 percent o f  that expenditure;
(2) a producer or explorer m ay lake a credit for a q u a lifie d  cap ital expenditure incurred in co n n ectio n  w ith g e o lo g ica l or geop h ysical exploration  or in conn ection  with an exploration  w ell o n ly  i f  the producer or explorer provides lo the departm ent, as part o f  the statem ent required under A S  4 3 .5 5 .0 3 0  (a) for the calendar year for w h ich  the credit is sought to be taken , the producer's or explorer's written agreem ent
(A ) to n o tify  the D epartm ent o f  N atural R esou rces, before the later o f  30 days after co m pletio n  o f  the g e o lo g ica l or g eo p h y sical data p rocessin g or co m p le tio n  o f  the w ell, or 30 days after the statem ent is file d , o f  the date o f  com pletion  and lo  subm it a report to that departm ent d escrib in g the p rocessing sequence and p rovide a list o f  data sets availab le;
(B) to provide to the D epartm ent o f  N atural R esou rces, w ith in  30 days after the date o f  a request, sp e c ific  data sets, a n cilla ry  data, and reports iden tified  in (A ) o f  this paragraph;
(C ) that, notw ithstanding any provision  o f  A S  3S, the D epartm en t o f  N atural R esources shall hold confidential the inform ation provided to that departm ent under this paragraph for 10 years fo llo w in g  the com pletion  date, after w hich the departm ent shall p u b lic ly  release the inform ation alter 30 days' p u b lic notice.
(b) A  producer or explorer m ay elect to take a tax credit in the am ount o f  20 percent o f  a carried-forw ard annual loss. A  credit under this subsection m ay  be applied against a tax due under A S  4 3 .5 5 .0 11 (e). For purposes o f  this su b sectio n , a e an  icd-lbrw ard annual loss is the am ount o f  a producer's or explorer's adjusted lease expen ditures under A S4 3 .3 5 .1 o5 and 4 3 .5 5 .1 7 0  for a p revious calendar year that w as not d ed u ctib le  for that calen dar year under A S  43.55 loti (h) ;,jU| (uq,
(c) A  credit or portion o f  a credit under this section m ay not be used to reduce a person’s tax lia b ility  under A S  4 3 ,5 5 .0 1 1 (e) for any calendar year b elo w  zero, and any unused credit or portion o f  a credit not used under this subsection  m ay  be applied in a later calendar year.



(d) E x c e p t as lim ited by (i) o f  this section, a person entitled to take a la x  credit under this section that w ishes to transfer the unused credit to another person m a y  ap p ly  to the departm ent for a transferable tax credit certificate. A n  app lication  under this subsection m ust be in a form  prescribed by the department and m ust include supporting inform ation and docum entation that the department reasonably requires. T h e  departm ent shall grant or d en y an ap p licatio n , or grant an application as lo a lesser am ount than that cla m ie d  and deny it as to the e x ce ss, not later than 60 days after the latest o f  (1) M a rch  31 o f  the year fo llo w in g  the calen dar year in w hich the q u alified  capital expenditure or carried-forw ard annual loss for w h ich  the credit is claim ed w as incurred; (2) i f  the app lican t is required under A S  43.55.030(a) to file  a statement on or before M a rch  31 o f  the year fo llo w in g  the calendar year in w hich the q u alified  capital expenditures or carried-forw ard annual loss for w hich the credit is c la im ed  w as incurred, the date the statem ent w as filed; or (3) the date the app licatio n  was received by the departm ent. If, based on the inform ation  then availab le  to it, the departm ent is reasonably satisfied that the applicant is entitled to a credit, the departm ent shall issue the applicant a transferable tax credit certificate  for the am ount o f  the credit. A  certificate issued under this subsection does not expire.
(e) A  person lo w hich a transferable tax credit certificate  is issued under (d) o f  this section m ay transfer the certificate lo another person, and a transferee m ay  further transfer the certificate . Su b ject lo the lim itations set out in (a) - (c) o f  this sectio n , and notw ithstanding a n y  action the department m ay take with respect to the applicant under(g) o f  this sectio n , the ow ner o f  a certificate m ay apply the credit or a portion o f  the credit show n on the certificate  o n ly  against a tax due under A S  4 3 .5 5 .0 1 1 (c). H o w ever, a credit show n on a transferable tax credit certificate m ay not be applied to reduce a transferee's total tax due under A S  43.55.01 I J c )  on oil and gas produced du rin g a calendar year to less than 80 percent o f  the lax that w ould otherw ise be due w ithout a p p lyin g  that credit. A n y  portion o f  a credit not used under this subsection m ay be applied in a later period.
(0  U n d e r standards established in regulations adopted b y Ihe departm ent and subject to appropriations m ade by law , the departm ent, on the written application o f  the person to w hom  a transferable tax credit has been issued under (d) o f  this section and w hose average am ount o f  o il and gas produced a day taxable under A S  4 3 .5 5 .n l I (e) is not more than 50,000 B T U  equivalent barrels a day for the preceding calendar year, shall issue a cash  refund, in w h ole or in part, for the certificate i f  the departm ent finds
(1) w ithin 24 m onths after having applied for the transferable lax credit certificate , that the ap p lican t incurred a q u alified  capital expenditure or was the su ccessfu l bidder on a bid subm itted for a lease on state land mulct . vS 3 8 ,0 5 .180_(0;
(2) that the am ount o f  the refund w ould not e x c e a l the total o f  q u alified  capital expenditures and su ccessfu l bills described in ( I ) o f  this subsection that have not been the subject o f  a fin d in g  m ade under this paragraph for purposes o f  a previous refund;
(3) 'hat the applicant does not have an outstanding liab ility  to the state for unpaid delinquent taxes under this title; and



(4) that the sum  o f  the am ount o f  the refund applied for and am ounts p reviou sly  refunded to the applicant during the calendar year under this subsection w ould not exceed $2 5 ,0 0 0 ,0 0 0 .
(g) T h e  issu an ce o f  a transferable tax credit certificate under (dj o f  this section or the issu an ce o f  a cash refund under (t) o f  this section does not lim it the departm ent's ability  to later audit a lax credit cla im  to w hich the certificate relates or lo adjust Ihe cla im  i f  the departm ent determ ines, as a result o f  the audit, that the applicant, w as not entitled to the am ount o f  the credit for w hich the certificate w as issued. T he tax lia b ility  o f  the applicant under A S  43.55.011 (c) and 43.55.017 - 4 3 .5 5 .ISO  is increased b y  the am ount o f  the credit O’ at e x ceed s that to w hich the applicant was entitled, or the applicant's available  v a lid  o utstanding credits app licab le  against the tax levied b y  A S  43.55.011 (e) are reduced b y  that am ount. I f  the applicant's tax liab ility  is increased under this subsection, the increase bears interest under A S  43.05.225 from the date the transferable tax credit certificate  w as issued. For purposes o f  this subsection, an applicant that is an explorer is considered a producer subject to the tax levied by A S  43.55.011 (e).

(h) R eg u latio n s adopted to im plem ent this section m ust include provisions p rescribin g reporting, record k eep in g , and certification procedures and requirem ents to v e rify  the a ccu ra cy  o f  credits claim ed  and to ensure that a credit is not used m ore than o n ce.
(i) F o r the purposes o f  this section ,
(1) a producer's or explorer's transitional investm ent expenditures are the sum  o f  the expenditures the producer or explorer incurred after M arch  3 1, 2001, and before A pril 1, 2006, that w o u ld  be q u alified  capital expenditures i f  they w ere incurred after M arch 31, 2006, less the sum  o f  the paym ents or credits the producer or explorer received before A p ril 1, 2006, for the sale or other transfer o f  assets, in clu d in g g e o lo g ic a l, g eo p h y sical, or w ell data or interpretations, acquired b y the producer or explorer as a result o f  expenditures the producer or explorer incurred before A p ril 1, 2006 that w ould be q u a lifie d  capital expenditures, i f  they were incurred after M arch 31, 2006;
(2) a producer or explorer m ay elect to take a tax credil against a tax due under A S4 3 .5 5 .01 I (e) in the am ount o f  20 percent o f  the producer's or explorer’s transitional investm ent expenditures, but on ly  to the extent that the am ount d o cs not exceed 1/10 o f  the producer’s or explorer’s q u alified  capital expenditures that are incurred during the calendar year for w hich the credit is taken;
(3) a producer or explorer m ay not lake a tax credit for a transitional investm ent expenditure
(A ) for an y calendar year after the later o f
( i)  2013; or



(ii) the sixth  calendar year after the calendar year for w hich the producer first applies a  credit under this subsection against a tax due under A S  43.55.011 (e). i f  the producer did not h ave co m m ercial production o f  oil or gas from  a lease or property in the state before A p ril 1, 2006;
(B) m ore than o n ce, or
(C) i f  a credil for that expenditure w as taken under A S  3 8 .0 5 .1 80(i), A S  4 1 .0 0 .0 1 0  . A S  43 .20.043 , or A S  43.55.025 ;
(4) notw ithstanding (d). (c), and (g) o f  this sectio n , a producer or explorer m ay not transfer a tax credit or obtain a transferable tax credit certificate  for a transitional investm ent expenditure.
(j) A s  a con dition o f  receivin g a tax credit under this section , a producer or explorer that obtains the tax credit for or directly  related lo a p ip elin e , fa c ility , or other asset that is or becom es su b ject to regulation by the Federal E n e rg y  R eg u lato ry  C o m m iss io n , the R eg u lato ry  C o m m issio n  o f  A la sk a , or a successor regulatory b o dy shall at all tim es support and in all rate proceedings file  to flow  through 100 percent o f  the tax credits to ratepayers as a reduction in the costs o f  service for the p ip eline , fa c ility , or other asset.
(k) In this sectio n , "q u alified  capital expenditure"
(1) m ean s, excep t as otherw ise provided in (2) o f  this su b sectio n , an expenditure that is a lease expenditure under A S  43.55.165 and is
(A ) incurred for g e o lo g ica l or geop h ysical exploration ; or
(B) treated as a capitalized  expenditure under 26 U .S .C .  (Internal R even u e C o d e ) , as am ended, regardless o f  elections m ade under 26 U .S .C .  263(c)(Internal R even u e C o d e ), as am ended, and is
(1) treated as a capitalized expenditure for federal in com e tax reporting purposes by the person incurrin g the expenditure; or
(ii) e lig ib le  to be deducted as an expense under 26 U .S .C .  263(c)(Internal R even ue C o d e ) , as am ended;
(2) does not include an expenditure incurred to acquire an asset (A ) the cost o f  p revio u sly  a cq u irin g  w hich w as a lease expenditure under A S  43.55.165 or w ould have been a lease expenditure under A S  43.55.165 i f  it had been incurred after M arch  31,2006; for purposes o f  this subparagraph, "asset" includes g e o lo g ic a l, g e o p h y sica l, and w ell data and interpretations; or (B) that has p reviou sly  been p laced in service in the state; an expenditure to acquire an asset is not exclu d ed  under this paragraph i f  not more than an im m aterial portion o f  the asset meets a description under this paragraph.



EXPLORATION INCENTIVE CREDIT
S e c . 43 .55.025 A ltern ative tax credit for oil and gas exploration.

(a) Su b ject to the terms and condition s o f  this section , a credit against the production tax due under A S  43.55.011 (e) or (f) is allow ed for exploration expenditures that q u a lify  under (b) o f  this section in an am ount equal to one o f  the fo llow in g:
(1) 20 percent o f  the total exploration expenditures that q u a lify  o n ly  under (b) and(c) o f  this section;
(2) 20 percent o f  the total exploration expenditures for work perform ed b efore Ju ly  I , 2007, and that q u a lify  o n ly  under (b) and (d) o f  this section;
(3) 40 percent o f  the total exploration expenditures that q u a lify  under (b), (c), and (d) o f  this section; or
(4) 40 percent o f  the total exploration expenditures that q u a lify  o n ly  under (b) and (e) o f  this section.
(b) T o  q u a lify  for the production tax credit under (a) o f  this section , an exploration expenditure m ust be incurred for w ork perform ed on or after Ju ly  1, 2003, and before Ju ly  1. 2016, except that an exploration expenditure for a C o o k  Inlet prospect m ust be incurred for work perform ed on or after Ju ly  1, 2005, and
(1) m ay be for seism ic or geop h ysical exploration costs not connected w ith a sp ecific  w ell;
(2) i f  for an exploration w ell,
(A) m ust be incurred by an explorer that holds an interest in the exploration  w ell for w hich die production tax credit is c laim ed ;
(13) m ay be for either an oil or gas d isco v ery  w ell or a dry hole; and
((.') must be for go o ds, services, or rentals o f  personal properly reasonably required for the surface preparation, d rillin g , c a sin g , cem en tin g , and lo g g in g  o f  an exploration w e ll, and, in the case  o f  a dry hole, for the expenses required for abandonm ent i f  Ihe well is abandoned w ithin IS  m onths after the dato the w ell was spudded;
(3) m ay not he for testing, stim u latio n , or com pletion  costs; adm inistration , supervision , en gineering, or lease operating costs; g e o lo g ica l or m anagem ent co sts; co m m u n ity  relations or environm ental co sts; bonuses, taxes, or other paym ents to governm ents related to the w ell: or other costs that are gen erally  reco gn ized as indirect costs or fin an cin g  costs; and



I

(4) m ay not be incurred for an exploration w ell or seism ic exploration  that is in clu d ed in a p lan  o f  exploration or a plan o f  developm ent for an y  unit on M a y  13, 2003.
(e) T o  be e lig ib le  for the 20 percent production tax credit authorized b y  (a)(1) o f  this section or (lie 40 percent production tax credit authorized by (a)(3) o f  this section , exploration expenditures must
(1) q u a lify  under (b) o f  this section; and
(2) be for an exploration  w e ll, subject to the fo llo w in g:
(A) for an exploration w ell other than a w ell that is described in (B) o f  this paragraph, (lie w ell m ust be located and drilled in su ch  a m anner that the bottom  hole is located not less than three m iles a w ay  from the bottom  h o le  o f  a p ro ,:, isu n g  suspended, co m p leted , or abandoned o il or gas w ell; in this subparagraph, "p reexistin g" m eans a well that w as spudded m ore than 150 days but less than 35 years before the exploration w ell w as spudded;
(B) for an exploration  w ell that explores a C o o k  Inlet prospect, the w ell must be located at least three m iles from  any other w ell drilled for oil and gas w ith all distances m easured as the horizontal distance betw een exploration targets, e x cep t that the exploration  w ell that is located w ithin three m iles o f  a w ell drilled for o il and gas q u a lifie s  for the tax credit authorized by this subsection i f  the exp lo ratio n  w ell tests potential hydrocarbon traps that the co m m ission er o f  natural resources determ ines, after a n a ly zin g  evid en ce  subm itted by the explorer and from  other inform ation that the co m m ission er o f  natural resources determ ines relevant, constitute a d istin ctly  separate exploration target.
(d) T o  be e lig ib le  for the 20 percent production tax credit authorized b y (a)(2) o f  this section or the 40 percent production tax credit authorized b y (a)(3) o f  this sectio n , an exploration expenditure must
( 1) q u a lify  under (b) o f  this section; and
(2) be for an exploration  w ell that is located not less than 25 m ile s  outside o f  the outer boundary, as delineated on Ju ly  I , 2003, o f  any unit that is under a plan o f  d evelop m ent, excep t that for an exploration well for a C o o k  Inlet prospect to q u a lify  under this paragraph, the exploration  w ell must be located not less than 10 m iles outside the outer boundary, as delineated on Ju ly  1, 2003, o f  any unit that is under a plan o f  d evelopm ent.
(e) T o  be e lig ib le  for the 40 percent production tax credit authorized b y (a)(4) o f  this sectio n , the exploration  expenditure must
( I ) q u a lify  under (b) o f  this section;



(2) be for seism ic exploration; and
(3) have been conducted outside the boundaries o f  a  production unit or an exploration unit; how ever, the am ount o f  the expenditure that is otherw ise e lig ib le  under this subsection is reduced proportionately b y  the portion o f  the seism ic exploration a ctiv ity  that crossed into a production unit or an exploration unit.
(I) F o r a  production tax credit under this section ,
(1) an explorer sh all, in a form prescribed b y the departm ent and w ithin six m onths o f  the co m pletio n  o f  the exploration a ctiv ity , c la im  the credit and subm it inform ation su ffic ie n t to dem onstrate to the departm ent's satisfaction that the cla im ed  exploration expenditures q u a lify  under this section;
(2) an exp lo rer shall agree, in w riting,
(A ) to n o tify  the Departm ent o f  N atural R esou rces, w ithin 30 days after com pletion  o f  seism ic or g eo p h y sical data p ro cessin g, com pletion  o f  a w ell, or filin g  o f  a c la im  for credit, w h ich e v er is the latest, for w hich exploration costs arc c la im e d , o f  the date o f  co m pletio n  and subm it a report lo that departm ent describ in g the p rocessing sequence and p ro vid in g a list o f  data sets available; if . under (c)(2)(B) o f  this section , an explorer subm its a cla im  for a credit for expenditures lor an exploration w ell that is located w ithin three m iles o f  a w ell already drilled for o il and gas, in addition to the submission.^ required under (1) o f  this subsection , the explorer shall subm it the inform ation necessary for the co m m issio n er o f  natural resources to evaluate the valid ity  o f  the explorer’s claim  that the w ell is directed at a d istin ctly  separate exploration target, and the com m ission er o f  natural resources shall, upon receipt o f  all evid en ce su fficien t lor the co m m ission er to evaluate the exp lo rer’s c la im , m ake that determ ination w ithin <>0 days;

(B) to provide to the Departm ent o f  N atural R eso u rces, w ithin 30 days alter the date o f  a request, sp e e ilic  data sets, an cillary  data, and reports identified in (A) o f  this paragraph;
(( ’ ) that, notw ithstanding any provision o f  A S  3S. m form ation provided under this paragraph w ill be held con fiden tial b y the Departm ent o f  Natural R esou rces for 10 years fo llo w in g  the com pletion  dale, at w hich tim e that department w ill release the inform ation after 30 days' p u b lic noti» e;
(3) i f  m ore Ilian one explorer bolds an iu leiest in a w ell or seism ic exploration , each explorer m ay c la im  an am ount n f  credit that is proportional to the explorer's cost incurred;
(4) the departm ent m ay exercise  the lull extent o l its pow ers as though the explore! w ere a laxp avei under this title, in ordci lo v e rily  that the claim ed expenditures are q u alified  exploration  expenditures under tins sectio n , and



(5) i f  the departm ent is satisfied that the explorer's claim ed expenditures arc q u alified  under this section , the departm ent shall issue to the explorer a production tax credit certificate  for the am ount o f  credit to be allow ed against production taxes due under A S  43.55.011(e) o r(t) .
(g) A n  exp lo rer m ay transfer, co n v e y , or sell its production tax credit certificate  to any person, and a n y  person w ho receives a production tax credit certificate  m ay  also transfer, c o n v e y , or sell the certificate.
(h) A  producer that purchases a production tax credit certificate  m a y  ap p ly  the credits against its production tax liab ility  under A S  4 3 .5 5 .0 1 1(e) or ( f). R egard less o f  the price the producer paid for the certificate , the producer m ay receive a credit against its production tax lia b ility  for the full am ount o f  the credit, but for not m ore than Ihe amount for w hich the certificate  is issued. A  production tax credil allow ed under this section m ay not be applied m ore than once.
(i) Fo r a production tax credil under this section,
( 1) the am ount o f  the credit that m ay be applied against the p roduction tax for each calendar year m a y  not exceed the total production tax liab ility  under A S  4 3 .5 5 .0 1 1(e) or (I) o f  the taxp ay er ap p lyin g  the credit for the sam e calendar year; and
(2) an am ount o f  the production tax credit that is greater than the total tax liability  under A S  4 3 .5 5 .0 1 1 (e) or (I) o f  the taxpayer app lying the credit for a calendar year m ay be carried forw ard and applied against the taxpayer’s production lax liab ility  under A S  4 3 .5 5 .0 1 1(e) or (1) in one or m ore im m ediately follow in g calendar years.
(j) N otw ith stand in g an y other provision o f  this title, o f  A S  3 1.05 , or o f  A S  4 0 .2 5 .1 no , the departm ent shall p rovide to the Departm ent o f  Natural R esou rces inform ation subm itted w ith a c la im  under this section to support the e lig ib ility  o f  an exploration expenditure, in clu d in g  seism ic exploration data and w ell data, and an y inform ation described m (f)(2) o f  this section received by the departm ent.
(k) In this sectio n ,
( I ) /Repealed. See. .?•/ < h 2 7X57 .1 2006/.

{2) " C o o k  Inlet prospect'' m eans a location w ithin the C o o k  Inlet sed im en taiy  basin, as that tcnn  is d efin ed  b y  regulation adopted to im plem ent \ S  3S.i)5.1 So < 0(4);
(3) /Repealed, See. .<■! eh 2 TSSI. I 20061.



Tiix Programs Detail
O n .  a n d  G a s  P r o d u c t i o n  T a x e s  AS 43.56

Description
Alaska imposes the production tax on all oil and gas 
produced in Alaska. The Oil and Gas Production Tax 
and the Conservation Surcharge on Oil are severance 
taxes.

Rato
The rale of taxation for oil varies depending on the age 
of the field and the economic limit factor (ELF) which 
varies depending on field size and well productivity.

The severance tax rate on oil is 12.25% of production 
value as determined at the point of production, for the 
first five (5) years of production and 15% thereafter. 
There is a minimum tax of S0.80/bbl.

Both the percent of value and the cents per barrel tax 
rates are subject to the ELF. The effective tax rate is the 
apprcDriate tax rate multiplied by the ELF.

The E LF  formula results in lower tax rates for smaller, 
tow productive fields and higher tax rates for larger 
highly productive fields. The formula is difficult to 
characterize in a simple way because it is based on a 
fraction that is calculated using fractional exponents and 
is unique for every combination of field size and well 
productivity. A field that produces 300 bbl/day per well or 
less has an ELF  of zero i.e. no severance taxes are 
assessed.

On January 12. 2005 the Tax Division issued a decision 
to aggregate corlain Prudhoe Bay area oil fields for 
purposes of calculating the economic limit factor (ELF). 
The Prudhoe Bay Initial participating area, the Aurora, 
tho Borealis, ihe Midnight Sun. the Onon. tho Polaris, 
and the Point McIntyre participating areas are tho fields 
that were aggregated under this decision. That decision 
.vas effective for oil produced on or after February 12. 
2005 Tho decision has been appealed by the 
taxpayers.

The table below reflects Ihe aggregated Prudhoe Bay 
area ELF. In Fiscal Year 2005, four of Alaska's North 
Slope 24 producing fields had an E LF  higher than 0 .1

FY05
Field ELF Tax Rato

Prudhoe 843033 12.6455%
North Star 834275 10.2199%
Alpine 829133 10.1509%
Kuparuk 050742 00 7611%
Tarn 009742 Oh 1461%

Fh»* I largest fields account fcr 94% of .ill production tax ) 
revenues

/‘..i thvrwrtn FY .'till} iiuwiil Rrfhirl

The severance tax rate on gas is 10% of production 
value. There is a minimum tax of S0.064/mcf. The qas 
severance tax rate is also subject to an ELF based on 
daily gas production per well.

Returns
Returns are filed monthly and due with payment of taxes 
on or before the 20lh day of the month following the 
month of production.

Exem ptions
The tax on oil is levied on all production except for public 
(government) royalty production. The tax on gas Is 
levied on all production except for public (government) 
royalty production and gas used in production operations 
including enhanced recovery, or flared for safety 
purposes.

Credits
Education - Taxpayers making contributions to 
accredited Alaska universities or colleges for educational 
purposes may take a tax credit for 50% of the first 
$100,000, 100% of the next $100,000 of contributions 
with a maximum credit of S15C .000 per tax year.

Oil and Gas Exploration Incentive -  There are two 
exploration cr. .ts available to the producers. The first 
'Oil and Gas Exploration incentive" is approved by the 
commissioner of Dep; 'tment of Natural Resources, and 
the second "Oil and G as Exploration Tax Credit" is 
approved by Ihe Department of Revenue. A producer 
may claim either one. but not both.

Taxpayers may take a credit for up to 50% on tato land 
(or 25% on non slate lands) of oil and gas oloratlon 
costs approved by the commissioner of Natural 
Resources. An approved oil and gas exploration 
incentive credit may not exceed $5 million per project 
and is limited to $30 million per taxpayer. Taxpayers 
may apply tho credit against 100% of oil and gas 
production taxes._______________________

r
Oil am! Gas Exploration Tax Crodit - Explorers may take 
i  credit against their production taxes of (1) 30% of 
allowable expenses for exploration wells dulled more
than 3 miles from a preexisting well. (2) 20% of
allowable expenses for exploration wells drilled more
than 25 miles from tho boundary of a  unit or (3) 40% of 
alfowab'e expenses for certain seism ic work and for 
exploration wells that meot both condition (1) and (2). 
Once approved, the credit or m y remaining portion of it 
can bo either carried forward month to month until fully 
applied, nr sold lo  another taxpayer

40



Tax Programs D etail
O i l  a n d  G a s  P r o d u c t i o n  T a n k s  A.S 43.56

To qualify the work must have been performed between 
July 1, 2003 and July 1. 2007. However the credits 
could not be applied until after July 1, 2004 (i.e. in FY  
2005).

The legislature extended the time until July 1, 2010 for 
qualifying work south of the Brooks Range and including 
the A laska Peninsula and Bristol Bay. the Nenana Basin 
the Red Dog Mine Area, the Healy Basin and Cook Inlet. 
The new rules also changed the 3 mile and 25 mile rules 
for the Cook Inlet to reflect a more mature exploration 
area.

The table below reports the credits issued under the 
program through September 30, 2005:

.trfii PlOjQCt

Xumbee

o fProjects Credits Issued20 %  Cl edits IssuedCool; Inlii Wells 1 5392,293North Slope Wells 3 53,588,666
Tol.il 20 %  i r  edits m u e d 4 53,930,95910 ' •  Credits Issued.Cook Intel Seismic 1 5754,610Cook Inlet Wells 0 SONorth Slope Seismic 0 50North Slope W ells 1 5" 710.482for,// tO ?S if  edits issued •> 510,474,101Tout credits sued, tthrough 9/iO/ OS) 0 514,455.060

D lspos itic  o f Rovonuo
All revenue derived from the O il and G a r Production Tax 
is deposited in the General Fund except that payments 
received as a consequence of an assessment are 
deposited in the Constitutional Budget Reserve Fund 
(CBRF).

H istory
1955 - Tho legislature enacts an oil and gas production 
tax of 1% of production value.

1907 - A r.b disaster production tax is enacted to 
provide relief after the Fairbanks flccd

1568 -  Ihe legislature increases oil and gas production 
tax from 1 % to 3% of production value.

1970 -  The 'egislature repeals the disaster oil and gas 
production lax. The legislature changes the oil 
production tax to a gran lated tax with rates of 3% on the 
first 300 barrels per day oer well. 5% on the next 700 
barrels per day per .veil, 6% on the next 1500 barrels

per day and 8% on production exceeding 2500 barrels 
per day per well.
1972 -  The legislature establishes a minimum oil 
production tax based on "cents per barrel” equivalent to 
percent of value tax on oil with wellhead value of $2.65 
per barrel.

1973 -  The legislature revises the "stairstep” rate 
schedule lo lower production levels. The legislature 
indexes Ihe cents per barrel minimum to the wholesale 
price index for crude oil published by the US Bureau of 
Labor Statistics.

1977 -  The legislature raises the nominal pas production 
tax rate to 10%. The legislature raises the nominal oil 
production tax rate to 12.25% and adopts the oil and gas 
economic limit factors.

1981 -  As part of legislation that repealed the separate 
accounting oil and gas corporation income tax, the 
nomii.al tax rate on oil produced prior to1981 was raised 
lo 15% and fields coming into production after 1981 are 
taxed at 12.25% for five years after which tho rate 
increases to 15%. The oil economic limit factor is now 
subject to a rounding rule so that if the calculated factor 
is greater than or equal lo 0.7 during Ihe first 10 years of 
production, the factor is set to 1.0.

■*989 -  The legislature changes the economic limit factor 
for oil produclion taxes lo include a field size factor in the 
formula, fixes the production at the economic limit (not 
rebuttable) at 300 barrels per well per day, and drops 
ihe rounding rule. The legislature fixes production al tho 
economic limit for gas production at 3000 mcf per well 
per day,

2002 - Alaska Veterans' Memorial Endowment, SB 267, 
provides credits of up to 50% for contributions of riot 
more than S 100,000 and 75% of Ihe next $100,000 in 
contributions made to the Veterans’ Memorial 
Endowment Fund. The tax credit expired July 1. 2003.

2003 - To encourage dulling for oil and gas within the 
slate, AS  43.55.025 provided a now tax credit foi 
exploration costs. The minimum credit is 20% and tho 
maximum 40% for qualified expenditures.

2005 * Prudhoe Bay area oil fields are aggregated for 
purposes of calculating tho economic limit factor, 
effective February 1, 2005.

2005 -  To expand tho exploration credit enacted tho 
previous year, tho deadline was extended until July 1, 
2010 for qualifying work south of the Brooks Range (i.o 
non-North Slope). New rules also changed iho 3 imlo 
and 25 milo rules for the Cook Inlet allowing closer
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