





ACES Bill Version

Subject PPT

Intent, Savings

Saving
Surpluses

Information
Sharing

Conforming
Amendment*
Auditors

Conforming
Amendments

Information
Disclosure

Information
Sharing

Tax
Assessment
Statute of
Limitations

Production Tax AS 43755.011(0), Sets tho
production tax rato at 22.0%

Distributed by Department ot Revenue

Comparisons

CS Hooeu BM 2001 (0*0)
Deleted.

Act* |
Sec. 1. Confirmation of DOR's
Interpretation of statute of limitation!
for retroactive lax changes.

Sec. 2. Amends AS 38.05.035(a). CS Sec. 1. ACES language
Adds authority for DNR lo share oil
& gas Info with DOR.

Secs. 3-9. Conforming technical
amendments.

Sec. 10. Amends AS 39.25.110.
Adds departments of revenue and
natural resources oil and gas
auditors and supervisors to tho
exempt service.

CS Secs. 2-8. ACES language

CS Sec. 9. ACES language

Sec. 11. Amends AS 11.09.010(d). CS Sec. 10. ACES language
Conforming technical amendments.
Sec. 12. Amends AS 43.05.230(a). CSSec. 11. ACES language

Adds AS 43.55.890 (disclosure of
tax info) as possible exception under
AS 43.05.230(a) (unlawful
disclosure).

Sec. 13. Amends AS 43.05.230(h). CS Sec. 12. ACES languago
Adds authority for DOR to share

production lax Info with DNR.

Sec, 14. Amends AS 43.05.260(a). CS Soc. 13 ACES languago

Creates an exemption to allow DOR
six years lo conduct production tax
assessments rather Ihan three
years.

|

ISec. 15. Repeals & reonacls AS
13.55 011(0). Sets the production
ax rate generally at 25%. Additional
progressivily role under (g) and (h)

j s added to 25% as an annual rale.

PPT (22 5% lax rate)

(comparisons are to the original ACES legislation and PPT)

[ciHOONB M Ittliifffc)

CS Sec. 1. ACES language plus
Inlent that extra money received
due lo retroactivity of lhe
production lax be appropriated lo
reduce the PERS & TRS
unfunded liability and ‘o lhe
public education fund, and that
tax savings on certain gas be
passed on lo consumers; also
general Inlent for the Act.

CS Sec. 2. ACES language

CS Secs. 3-9. ACES languago

CS Sec. 10. ACES language

CS Sec. 11. ACES language

CSSec. 12 ACES language

CSSec. 13. ACES language

CSSec 14 ACES language

CS Sec. 15 Amends AS
43.55.011(e). 25% lax rale
calculated annually

I CS Senate Bill 2901 (RES)

Deleted.

CS Sec. 1. ACES language

CS Secs. 2-8. ACES
language
CS Sec. 9. ACES lanquago

CS Sec. 10. ACES lanquagc

CS Sec. 11. ACES language

CS Sec 12. ACES language

Deletes ACES hnotrago.

PPT (22.5% lax rale)

Updated November 8, 2007

CS Senate Bill 2001 (JUD)
CS Sec. 1. ACES language
plus Intent that extra money
received due to retroactMty of
lhe producllon lax will be pul
into constitutional budget
[reserve fund (CBR); also
[general Intent for lhe Act.

CSSec. 2. Amends AS
37.10.440 (CBR). Directs
Dept, of Revenue (DOR) to
calculate difference belween
amount raised by ACES ang
PPT and, if more, deposit half
lhe extra Intojhe CBR.

CS Sec. 3. ACES language

CS Secs. 4-10. ACES
language

CS Sec. 11. Amends AS
39.25.110. Adds DOR and
DNR oil and gas audit
supervisors lo lhe exempt
service; limit of four auditors lo
DOR and two to DNR.

CS Sec. 12. ACES lanquage

CSSec. 13. ACES language

!ICSSec 14. ACES language

CS Sec. 15. ACES language

CS Sec. 16. Repeals A
reenacts AS 43.55.011(e)
Generally sets tax rato al 25%
Maintains ACES annual lax
levy but the lax Is calculated
for each monlh
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ACES Bill Version Comparisons

ACCS
Sec. 16. Repeals & reenacts AS
43.55.011(0- Sets a tax floor on
legacy fields of 10% of lhe total
gross value al lhe point of
production; lax credits cannot
reduce liability below floor.

#ubf*ct | err

Production Tax AS 43.55.011(0. Sets a tax
Floor door of not less lhan 4% of
gross value for North Slope ol
and gas when the average
W est Coast price is $25 per
barrel with step down factors.

Soc. 17. Repeals & reenacts AS
43.55.011(g). Pnogres3lvlty Is
triggered al $30 not value on an
annual basis with 0.2% Increase per
dollar; 50% maximum tax rale
(Including progressivlly).

AS 43.55.011(g).
Progresslvlly Is triggered at
$40 not value with a .25%
Increaso per dollar; 25% lax
cap on progresslvlly rale.

Progreselvity
Slope

Sec. 18. Amends AS 43.55.011(h).
Establishes price Index for
calculating progressively on on
annual basis.

AS 43.55.011(h). Establishes
the price Index for calculating
progrosslvity on a monthly
basis.

Progresslvity
Trigger

Sec. 19. Amends AS 43.55.011(J).
Conforming technical amendment;
deletes reference lo AS
43.55.011(g) (progressively)
because reference Is no longer
applicable.

AS 43.55.011(J). Cook Intel
lax ceiling.

Production Tax
Cook Inlet

Sec. 20. Amend3 AS 43.55.011(k)
Conforming technical amendment;
deletes reference lo AS
43.55.011(g) (progresslvlly)
because reference is no longer
applicable.

AS 43.55.011(k). Cook Inlet
lax ceiling.

Production Tax
Cook Inlet

AS 43.55 011(f). Cook Inlet Repoals AS 43.55.011(/);

Production Tax

Cook Inlot lax celling. conforming technical repeal.
Gas Used AS 43.55011(m) Cook Intel See.21. Amends AS 43.55.011(m).
Instato lax credits. Adds languago lo bo consistent with

sec. 55 (lease expenditures);
deletes reference to AS

113 55.011(g) (progressivily)
vecause reference Is no longer
applicable.

Distributed by Department of Revonue

(comparisons are to the original ACES

C8 House BM 2001 (0*0)
PPT

Sec-. 18. Adds new subsection
AS 43.55.011(0). Replaces
ACES and PPT progresslvity
provisions with a now
progresslvlly provision based on
gross value; repeals AS
43.55.011(g) (PPT progresslvlly),

Repeals AS 43.55.011(h) (PPT
progresslvity calculation).

CS Sec. 14. Amends
43.55.011(j). Conforming
technical amendment; deletes
reference lo AS 43.55.011(g)
(PPT progresslvlly). Inserts
reference lo 43 55.011(0)(0SG
progressivlity).

CS Sec. 15. Amends AS
43.55.011(k) Conforming
technical amendment; deletes
reference lo AS 43.55.011(g)
(PPT progressivlty), Inserts
reference to 43.55.011(0)(0&G
progresslvlly).

CS Sec. 16. Amends AS
43.55.011(/). Conforming
technical amendments; deletes
reference lo AS 43.55.011(g)
PPT progressivlty). Inserts
refereivce lo 43 55.011(0) (04G
progresslvity).

CSSec. 17. Amends AS
43.55.011(m). Deletes
anguago added in ACES;
deletes reference lo AS

13.55.011(g) (PPT progresslvily),}

nserts roforenco to 43.55.011(0)

j OSG progressivity).

legislation and PPT)

CSMouMBRtaoiKfRES)
PPT

CS Sec. 20. Adds new
subsection AS 43.55.011(0).
Replaces ACES and PPT
progresslvity provisions with a
new progressivity provision that
taxes gross value at an
Increasing rale as net value
Increases, starling at 0.2% per
dollar of net value over $30 per
jarrel, repeata AS 43.55.011(g).

Repeals AS 43.55.011(h) (PPT
progresslvlly calculation).

CS Sec. 16. Amends
43.55.011(j). Conforming
technical amendment; deletes
reference to AS 43.55.011(g)
(PPT progresslvlty), Inserts
reference lo 43.55.011(0) (OSG
progresslvity).

CSSec. 17. Amends AS
43.55.011(k). Conforming
technical amendment; deletes
reference (0 AS 43.55.011(g)
(PPT progresslvity), Inserts
reference to 43.55.011(0) (OSG
progresslvity).

CSSec. 16. Amends AS
43.55.011(1), Conforming
technical amendments; deletes
reference lo AS 43 55.011(g)
PPT progresslvity), Inserts
reference lo 43.55 011(0) (OSG
progressivily),

CS Sec. 19. Amends AS
43.55.011(m). Deletos language
added In ACES; deletes
oferenca lo AS 43.55.011(g)
PPT progresslvity). Inserts
«eforence lo 43 55.011(0) (OSG
xogressivlity).

C8 senete Bill 2001 (RES)

PPT

PPT

PPT

PPT

PPT

ACES

PPT

Updated November 8. 2007

C3 senate Bill *HM (JUD)

CSSec. 17. Amends AS
43.55.011(f). Retains PPT lax
floor; exempts gas used
instalo from PPT floor.

CS Sec. 18. Repeals S
reenacts AS 43.55.011(g).
$30 trigger on the net valiie on
.amonthly basis with 0.4%
|Increase; 59% maximum lax
rale.

CS Sec. 19. Amends AS
43.55.011(h). Establishes
price Index for calculating
progressivily on a monthly
basis.

CS Sec. 20. ACES lanquaoe

CSSec. 21 ACES language

ACES

CS Sec. 22 Amends AS
4344.011(m), Adds
application ot Cook Intel
xovislons 1o gas used instate,
retains ACES technical
imendmonl; deletes aridilinnal
ACES language.
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ACES Bill Version

Subject
Gan Used
Instate

Gas Used
Instate

Mid-Alaska

Tax Poyment

Tax Payment

Tax Payment

Tax Payment

Tax Payment
Penally

Capital
Expenditure
(Cap Ex)
Tax Crodlts

Cap Ex Tax
Credits
CarTtcd-forward
Annual Loss

prr

AS 43.55.011(n). Allocation o

Cook Inlet lax credits.

AS 43.55.020(a). Installment
payments.

AS 43.55.020(d). Royalty
owner settlement deductions
and installment payments.

AS 43.55.020(g). Interest on
unpaid Installment payments.
AS 43.55.020(h). Intereston
overpayment of Installment
payments.

AS 43.55.023(a). 20% tar.
credit for qualified capital
expenditures and In.'oimalicn
requirements,

AS 43 55.023(b). 20% of
ca'riod-forward annual loss
ax credit allowed against
deductible leaso expenditures
Mien uso of the deduction
wuld causo tho production
ax in n month to bo loss than
:ero.

Distributed by Department ot Revenue

Comparisons

ACES

Soc. 22. Repeals & reonact3 AS
43.55.020(a). Makes Installment
payment calculations consistent with
changes to the pioductlon tax.

Sec. 23. Amends AS 43.55.020(d).
Conforming technical amendments;
deletes reference to AS 43.55.011(f)
and (g) (floor & progressivlty)
because references are no longer
applicable.

Sec. 24. Amends AS 43.55.020(g).
Conforming technical amendment.

Sec. 25. Amends «S 43.55.020(h).
Conforming technical amendment.

Sec. 26. Amends AS 43.55.023(a).
Spreads uso of tax credits over two
years; moves and adds to Info
requirements; requires submission
lof information that Is required under
+AS 43.55 025(f)(2); adds that legacy
1Held tax credits may be applied only
lagainst legacy field taxes.

Sec. 27. Amends AS 43 55.023(b).

Matches carhed-forward annual loss)

o production lax rale of 25%; adds
| hat carried-forward annual losses
1lnay not bo based on lease
; ‘xpendlluros accrued in legacy

It*lds.

CS Houm BRt 3001 (040)

Sec. 18. Adds new subsection
AS 43.55.011 (p). Extends Cook
Inlet tax ceilings In .0110) to mid-
Alaska gas.

CS Sec. 19. PPT language with
conforming amendments.

CS Sec. 20. Amends AS
43.55.020(d). Conforming
technical amendment; deletes
referonco to AS 43.55.011(g)
(PPT progresslvtty), Inserts
reference to 43.55.011(0) (O&G
progressivlity).

CS Sec. 21. ACES language

CS Sec. 22. ACES language

PPT

T

(comparisons are to the original ACES legislation and PPT)

|C9 Heum Bill 2001 (RES)

CS Sec. 20. Adds new
subsection AS 43.55.011(p).

Extends Cook Inlet tax ceilings In

.011(])(2) to gas used Instate.

CS Sec. 21. PPT languago with
conforming amendments.

CS Sec. 22. Amends AS
43.55.020(d). Conforming
technical amendment; deletes
reference to AS 43.55.011(g)
(PPT progressivlty). Inserts
reference lo 43.55.011(0) (O&G
progressivity).

CS Sec. 23. ACES language

CS Sec. 24. ACES language

CS Soc. 25. Amends AS
43.55.020. Adds a new
subsection (1) Ihat adds a civil
penalty to the amount of a
required Installment payment if
not paid In full by the payment
duo date.

PPT

CS Sec. 26. Amends AS

43 55 023(b). Sets tho (ax credit
for a carrted-for vard annual loss
[as tho loss muitiolied by tho
tiomImtl lax rato In AS

,43.55 011(e); defines nominal lax

rale.

CS Senate Bill 2001 (RES)

PPT

PPT

PPT

PPT

PPT

PPT

Updated November O, 2007

CS Senate Bit? 2001 (JUD)
CS Sec. 23. Amends AS
43.55.011(n). Adds
application of Cook Intel
provisions to gas used Instate.

CS Sec. 24. Adds now
subsection AS 43.55.011(0)
Extends Cook Inlet tax rellings
in .011(J)(2) to gas used
instate.

ICS Sec. 25. Amends AS
143.55.020(a). PPT languago
,wilh conforming amendments.

les Sec. 26. Amends AS
143.55.020(d). Deletes
reference lo AS 43.55.01 Kg)
(progressivlty).

CS Sec. 27. ACES lanquagn

CS Sec. 28. ACES tanquagn

PPT (does not match
nformatlon requirements to
AS 43 55.025 credits - see
I:3ecs. 33-41).

PPT
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ACES Bill Version

Sublet
Cop Ex Tex
Credits
Trnnafor of
Credits

Cap Ex Tax
Credits Transfer
of Credits

Cap Ex Tax
Crodlts
Rotunds

Cap Ex Tax
Credits
Audits

Cap Ex Tax
Credits
TIE Credits

Cap Ex Tax
Credits
Tax Exempt
Entitles

Mid-Alaska
Tax Credits

Comparisons

m ! ACE9

Sec. 28. Amends AS 43.55.023(d).
Adds no transfer of tax credits
earned on legacy fields, option lo
obtain cash payment, and moro time
for agency approval; provides
annual reporting requirements; links
dale for Issuance of credit with
Information required under AS
43.55.030; spreads use of lax
credlls over two years.

AS 43.55.023(d).
Transferable tax credit
certificates.

Sec. 29. Amends AS 43.55.023(e).
Conforming technical amendment.

AS 43.55.023(e). Transfer of
tax credits.

AS 43.55.023(0. Cash refund Repeals AS 43.55.023(f) (replaced
of up lo 525,000.000 for small with oil and gas tax credit fund, Sec.
producer lax credlls. 45).

Sec. 30. Amends AS 43.55.023(g).
Adds language to reflect DOR
authority lo purchase lax credits
granted In AS 45.55.028.

AS 43.55.023(g). Tax credit
audits.

AS 43.55.023(1). Transitional
Investment expenditure (TIE)
lax credits for quailed capilal
expenditures Incurmd after
March 31,2001 and beforo
April 1,2006.

Repeals AS 43.55.023(1), PPT TIE
credits,

Soc. 31. Amends AS 43.55.023.
Adds subsection (/) lo make cleara
tax exempt entity may not obtain a
transferable tax credit.

|
AS 43.55.024. Additional tax : Secs. 32 - 35. Amends AS
credit of $6,000,000 for 143 55 024. Subsectlon(a): technical
production from leases correction; (b), (c), (e), (9):
outside Cook Inlet and the Icontorming technical amendments
North Slope for small
producers

Distributed by Department of Revenuo

(comparisons are to the original ACES legislation and PPT)

CSHcum Ml2Mmi(040)
CS Soc. 23. Amends AS
43.55.023(d). Technical
amendment to PPT language;
rotalns ACES link between dato
for Issuance of credit with
information required under AS
43.55.030; deletes other ACES
changes

PPT

PPT

PPT

CS Sec. 24. Amends AS
43.55.023(1). Changes
application of TIE credits to
qualified capilal expenditures
Incurred after March 31, 2003
and before April 1, 2006.

CS Sec. 25. ACES language

PPT

1

Updated November 8, 2007

cs Senate Bill 2001 (RES) 1 CS Senate Bill 2001 (JUO)
PPT PPT

C8 Houm BM3M1 (RES)

CS Sec. 27. Amends AS
43.55.023(d). Retains ACES
option to obtBIn a cash payment
and link between date for
Issuance of credit with
Information required under AS
43.55.030; deletes other ACES
changes.

PPT PPT IPPT

PPT PPT PPT

CS Sec. 28. ACES language PPT PPT

CS Sec. 29. Amends AS CS Sec. 13. PPT language CS Sec. 29. PPT language

43.55.023(1). Changes definition Amends AS 43.55.023(1)' Amends AS 43.55.023(1)!

of TIE credits to capital Limits TIE credits to taxpayers Limits TIE credits to taxpayers

expenditures Inclined after thatdid not have commercial that did not have commercial

March 31, 2003 (rather than production before January 1, production before January 1.

March 31, 2001) and before Apnl 2008, and to 1/10 of qualified 2008, and lo 1/10 of qualified

1,2006. capilal expenditures Incurred capital expenditures Incurred

after March 31, 2006 and after March 31, 2000 and
before January 1, 2008. before January 1, 2008 (same
as SRES version)

CS Sec. 30. Amends AS Deleted. Deleted.

43.55.023. ACES language for

subsection (I); adds subsection

[m) lo allow cash rofunds to Ihe

Alaska Retirement Management

Board (ARMB).

PPT CS Secs 30-32 ACES
anguaga oxcept does not
nclude amendment to AS

143 55 024(g)

PPT

Paneant m



ACES Bill Version

Subject

Exploration Tax AS. 43.55.025. Alternative lax Secs. 36 * 44. Amends AS

Credits

Qoil &Gas Tax
Crodll Fund

Reporting
Requirements

Roporting
Requirements
Penalllos

Reporting
Requirements

Roporting
Requirements
and Penalties

W*

credits for up lo 40% for oil
and gas exploration.

AS 43.55.023(f). Permits lhe
state to offer a cash refund of
up to $25,000,000 for lax
credits issued lo small
producers.

Distributed by Department of Revenue

Comparisons

CtHouM Bill 2001 (0»G>
PPT

ACtS

43.55.025 to provide for a uniform
sunset, extend eligibility to
delineation wolls drilled within 540
dBys, require exploration well lo be
completed or abandoned before
credit Is requested, exclude certain
cost categories, clarify lhe
requirement to explore a new
exploration target and require DNR
review, better specify tho
Information required lo be submitted
to DNR, limit well data confidentiality
to 24 months, require credits to be
spread over al least two yeBrs,
clarify public availability of basic
credit Information, clarify that a tax-
exempt entity rnay not transfer a
credit certificate, and authorize 5%
credit for previously acquired
seismic data.

Sec. 45. Adds AS 43.55.020.
Creates an oil & gas tax credit fund
fundod by an appropriation of a
percentage of production tax
revenues end repeals AS
43.55.023(0, PPT tax credit refund.

PPT (deletes ACES language
and retains PPT refund
provision)

Sec. 46. Amends AS 43.55.030(a). CS Sec. 20. ACES language
Makes dear every taxpayer must file
an annual return; expands Info
requirements.

Sec. 47. Amends AS 43.55.030(d).
Adds late filing penalty of

$1000/day for information required

Deleted.

'by tho DOR.

Soc. 48. Amends AS 43.55 030. CS Sec. 27. ACES language
Adds new subsections (e) - requires

annual expenditure statement; and

f) - authorizes DOR to require

monthly filing of Info.

Sec. 49. Amends AS 43.55.040. CS Sec. 28. ACES language
Clarifies DOR has authority to Amends AS 43.55 040. Retains
equlre filing of reports necessary to ACES authority clanficatlon;
orocast slate revenue; adds deletes additional penalty.
.additional penalties.

(comparisons are to the original ACES legislation and PPT)

[CS Hujm BM 3001 (KM|

CS Secs. 31 m0. ACES
language with 3ome changes:
Increases 20% lax credits lo
30%; allows ciodlts for
suspended wells; glvo3 DNR
commissioner discretion to
exlend well data confidentiality;
deletes requirement that credits
be spread over at least two
years; adds new subsection (m)
to allow cash refunds to ARMB.

PPT

CSSec. 41. ACES language
with additional subsection limiting and retains PPT refund
certificate purchases from a provision),

person to $25,000,000 per year;
exempts ARMB from the limit.
But does not repeal existing PPT
cash refund provision (AS
43.55.023(0).

CS Sec. 42. ACES language

CS Sec. 14. ACES language

CSSec. 15. ACES language

CS Sec. 43. ACES language

CS Sec. 44, ACES language CS Sec. 13 ACES language

CS Soc. 45. ACES language 1CS Soc. 17 ACES language
Mth additional language

specifying the rato of Interest Ihe

j Density shall bear and limiting

OOR's authority to compromise a
enalty

Updated November 8, 2G07

C8 Seriate Bill 2001 (RES) | CS Senate Bill 2001 (Jup)

|CS Secs. 33-41. ACES
llanguage.

PPT (deletes ACES language CS Sec. 42. ACES lanquaqge

but only for exploration
Incentive credits (AS
43.55.024); retains AS
43.55 023(f), PPT lax creriil
refund provision.

CS Sec. 43. ACES language

iCS Sec 44. ACES lanquage

CS Sec 45. ACES tongunnr

CS Sec 46. ACES language
llus addition of requirement
or a producer of more lhan
00,000 barrels a day to report
Maska oil and gas gross value
ind deductible lease
expenditures.
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ACES Bill Version Comparisons

Subject PPT
Incorrect
Returns

Incorrect
Rotums

Tax
Understatement
Penalty

Tnx
Assessments
Statute of
Limitations

Electronic
Filing Advisory
Bulletins
W histle-blowers

Transportation
Costs

Transportation
Costs

Distributed by Department of Revenue

ACES ' CS House BHL3001 (OSG)

Sec. 50. Amends AS 43.55. Adds a CS Sec. 29. ACES language
new section, AS 43.55.075, that
expands statute of limitations for
conducting tax assessments from
throe years to six years.

Sec. 51. Amends AS 43.55.110. CS Sec. 30. ACES language
Adds new subsections (e) & (f) that

authorize DOR to require electronic

filings and payments; and (g) that

gives DOR authority to Issuo

advisory bulletins.

(comparisons are to the original ACES legislation and PPT)

Updated November 8. 2007

Cs Senate Bill 2001 (JuD)
CS Sec. 47. Amends AS
43.55.050. Adds a specific list
of Information DOR may
consider In determining
whether a lax return Is correct.

CS Houss Bid 2001 (RES) CS Senate Bill 2001 (RES)

CS Sec. 48. Amends AS
43.55.050. Adds a new
subsocllon (b), presumes
DOR's corrected lax
determination Is correct and
places burden of proof on
taxpayer to show It Is Incorrect.

CSSec 49. Amends AS
43.55. Adds a new section AS
43.55.055 that provides a
penally for understatements of
tax In addilion to other
ponaltles prescribed by lav/.
CS Sec. 50. ACES languaae.

CS Soc. 46. ACES language Deleted.

CSSec. 18. ACES language ICS Sec. 51. ACESlanguaae
with addition of new
‘subsection (h) Ihal allows
DOR lo compensate whistle-
:blowers for Info that leads to
llie collection of additional lax
funds.

CS Sec. 52. Amends AS
43.05.150(a). With sec. 53,
provides for DOR lo determine
reasonable cosls of
transportation instead of actual
costs when anyone of several
condillons Is met (under PPT,
all conditions musl be metl

CS Sec. 47. ACES languago

CS Soc. 48. Amends AS
43.55.150(a). With sec. 49,
provides for DOR lo determine
reasonable costs of
transportation instead of actual
costs when any ono of several
conditions Is met (under PPT, all
conditions must be mot).

CS Sec. 53. Amends AS
43.55.150(b). Wllh sec 62,
provides for DOR lo determine
reasonable cosls of
;Iransporlalion Instead ot actual
cosls when any one of several
condillons Is met (under PPT,
all condillons musl be met),
limits tariffs treated as prime
facie reasonable lo those
adjudicated just and
reasonable

CS Sec. 49. Amends AS
43.55.150(b). With sec. 48.
provides for DOR (o delermino
reasonable costs of
transportation instead of actual
costs when any one of several
yconditions Is met (under PPT, oil
conditions must be met); limits
arlffs treated as prima facie
reasonable lo those adjudicated
ust and reasonable.

Pane (inf in



ACES Bill Version Comparisons

Subject
Tax
Determination

Tax
LetermlInatlon

Tax
Determination

Tax
Determination

Tax
Determination

Leaso
Expenditures

Lease
Expenditures

re\

AS 43.55.160(a).
Determination of production
tax value ol oil and gas
annually and monthly.

AS 43.55.160(b). Production

tax value may not be loss lhan
zero.

AS 43.55.160(c). Calculation

Or production tax value

AS 43.55.160(e). Carried
forward annual losses
established when production
tax value Is less than zero.

AS 43.55.165(a). Describes
deductible lease expenditures
for purposes of determining
the net taxable amount;
provides standards DOR shall
consider for determining lease
expenditures.

AS 43." 3.165(b). Lists direct
costs that may be considered
deductible lease expenditures;
allows overhead expenses;
and specifies allowed costs
need not be physically located
on leaso.

Distributed by Department of Revenue

(comparisons are to the original ACES legislation and PPT) Updated November 8,2007

CS 8enate Bill 2001 (RES)  CS Senate Bill 2001 (JUD)

cftHoam BKI MOI (0&Q) |C3 Houm BIRM | (RES)

ACtS |

Sec. 52. Repeals and reenacts AS
43.55.160(a). Retains PPT principle
that the taxable value Is the gross
value at Ihe pointof production
minus lease expenditures; the
changes are necessary to
Implement different tax treatment;
removes monthly value calculation
because no longer needed.

CS Sec. 31. PPT language
Amends AS 43.55.160(a).
Retains PPT language with
conforming amendments.

CS Soc. 50. Amends AS PPT

43.55.160(a) to provide for
separate calculation of taxable
value for gas used Instate and to
conform to changes In the
progresslvity tax.

CS Sec. 54. Amends AS
43.55.160(a). Deletes
calculation of annual value of
oil and gas; retains PPT
calculation of monthly valuer,
and adds separalo calculation
for gas used insfcle; also has
conforming amendments
Changes reflect CS changes
to AS 43.55.011.

Soc. 53. Amends AS 43.55.160(b). PPT PPT PPT PPT
Conforming technical amendment.
CS Sec. 55. Amends AS
43.55.160(c). Conforming
technical amendment.
Sec. 54. Repeals & reenacts AS PPT PPT PPT CS Sec. 56. PPT language
43.55.160(e). Provides explicit rules wilh conforming amendment.
for calculating production lax values
for oil and gas subject to different
statutory provisions.
Sec. 55. Amends AS 43.55.160. Deleted. Deleted. Deleled. Deleted.

Adds four now subsections, (f)-(1),
related to allocations and
calculations of adjusted lease
expenditures.

Sec. 56. Repeals & reenacls AS
43.55.165(a). Retains but rewords
deductible lease expenditures
description; adds requirement that
deductible lease expenditures be
affirmatively allowed through
regulation; allows overhead
expenses (moved from 165(b));
deletes standards (moved to
165(b)).

Sec. 57. Amends AS 43.55.165(b).
Re-arranges PPT language; adds
tho standards DOR shall consider
for determining lease expenditures
(moved from 165(a) and (c));

deletes overhead expenses (moved |

to 165(a)).

CS Sec. 32. Amends AS
43.55 165(a). Retains PPT
language with conforming
amendments.

PPT

CSSoc. 51. Amends AS
43.55.165(a). Retains PPT
language with conforming
amendment, o

CS Sec. 52. Amends AS
43.55.165(b). Retains PPT
language except adds requirement
that an activity must bo physically
located In the state for the cost lo
bo o deductible lease expenditure
Adds CS Soc. 53, amends CS
Soc. 52 so that an activity must be
physically located on the promises
of the lease or property to be a
deductible leaso expenditure
comes Into effect if there Is final J
udflment nullifying the effect of ASi
43.55.165(b) ar. amended by Sec.
52. see CSSec 67).

CSSec. 19. ACES language

CS Soc. 20 ACPSlan.jago

CS Sec. 57. ACES languaq,’
except adds that costs must
be incurred In the state

CS Sec. 58. Amends AS
13.44.165(b). Retains ACES
changes; adds lo list of
|specific cosls Ihal are direct
cosls; restricts cerlnin
|categories of cosls; deletes
language specifying a”OWGd
Jeosls need nol be for activities
chyslcally located on a |ease;
emoves requirement that
DOR consider certain industry
xractices and DNR net Profit
ease requlatlons, but d lows
| DOR to consider them

Pane 7 of 1ft



ACES Bill Version

Subfact
Leaso
Expenditures

Lease
Expenditures

Leaso
Expenditures

Leaso
Expenditure
Adjustments

Leaso
Expenditure
Adjustments
Information
Publication

Definitions

Repeals

Repeals

N - - =

AS 43.55.165(c) and (d).
Allows DOR to subslllulo
costs that are billable or
actually billed through unit
operating agreements In place
of the general lease
expenditures standards.

AS 43.55.165(h). Allocation of Sec. 59. Amends AS 43.55.165(h).

costs between oil and gas.

AS 43 55.023(f) provides a
cash refund of up to
$25,000,000 for small
producers' tax credits.

AS 43 55.165(c) and (d)
allows DOR to substitute costs
hat are billable or actually
billed through unit operating
agreements In placo of the
general leaso expenditures
standards.

Distributed by Department ot Rovonuo

Comparisons

j

aces

Repeals AS 43.55.165(c) and (d).

Sec. 58. Amends AS 43.55.165(e).

Adds lo Ihe list of non-deductible

loase expenditures, Including costs
Incurred for violations of law and for

repair, replacement or deferred
maintenance In specified

circumstances; costs to construct,

acquire or operate a refinery or
lopping plant.

Conforming amendment to bo

consistent with new AS 43.55.160

(production tax determination).

Sec. 60. Amends AS 43.55.170(a)

Conforming amendment
necessitated by repeal of AS

43.55.165(c) and (d) (determination

of lease expenditures).

Sec. 61. Amends AS 43.55. Adds
new section AS 43.55.890: makes
clear DOR may publish production
tax Info that Is aggregated among e!

least three taxpayers.

Sec. 62. Amends AS 43.55.900.
Adds new definitions for
"nonunitized reservoir;’ "pool;*
mproducer;’ and ' unit*

Sec. 63. Repeals

Sec. 64. Repeals AS 43.55.165(c)
and (d): determination of deductible

ease expenditures using unit
operating agreements.

CtNouM BUI 2001 (O&O)
ACES

CSSec. 33. ACES language

PPT

CS Sec. 34. ACES language

CS Sec. 35. ACES language

CS Sec. 36. Amends AS
43.55.900. Retains ACES
definitions for ' producer’ and
'unit;” delotes ' nonunitized
reservoir' and 'pool *

PPT

CS Sec 37. Retains ACES
repeal of AS 43.55.165(c) and

@)

(comparisons are to the original ACES legislation and PPT)

|C8 Hoiim 8M 2001 (RES)

ACES

CS Sec. 54. Amends AS
43.55.165(e). Changes from
ACES: add3 exclusion of costs
arising from criminal negligence
and violations of the Clean Water
Act; lobbying, publ'c relations,
advertising, or public advocacy;
out-of-statj office cosls; deletes
provision regarding repair,
replacement and deferred
maintenance,

CS Sec. 55. Amends AS
43.55.165(h) lo conform lo tax
provisions for gas used Instate.

CS Sec. 56. ACES language

CS Soc. 57. ACES language

CS Sec. 58. Amends AS
43.55.900. Retains ACES
detinltlons for ' producer’ and
"unit;* deletes "nonunllizod
reservoir® and 'pool;’ adds
definition for ' used in the slate"

PPT

3S Sec. 50. Retains ACES
repeal of AS 43.55.165(c) and

().

| c9 Senate Bill 2001 (RES)

ACES

CSSec. 21. ACES language

PPT

CS Sec. 22. ACES language

CS Sec. 23 ACER language

CS Soc. 24. Amends AS
43.55.900. Retains ACES
definitions for ' producer’ and
"unit;’ deletes ' nonunitized
reservoir" and 'pool”

PPT

CS Sec. 25. Retains ACES

Updnled November 8, 2007

| cs senate Bill 2001 (JuD)

iaces

CS Sec. 59. Expands on
ACES list of non-deductinle
lease expenditures: lobbying,
public relations, advertising;
Indirect cosls; out-of-slale
office costs; and for Inlemat
transactions, taxpayer musl
show any cosls do not exceed
market value; broadens the
provision on repair,
replacement, deferred
maintenance.

CS Sec. 60. Amends AS
43.55.165(h). Conforming
amendments.

CSSec. 61. ACES language

CS Sec. 62. Amends AS
43.55.170(b). Conforming
technical amendment.

CS Sec. 63. ACES language
with addition of publication of
Alaska gross value and
expenses as required to bn
reported under Sec. 46

CS Sec. 64. Amends AS
143.55.900. Retains ACES
(definitions for "producer” and
'unit;* deletes 'nonunitized
reservoir* and ‘pool*

PPT

:CSSec.65. Retains ACES

repeal of AS 43.56.165(c) and repeal of AS 43.55 165(c) and

<=

(d)
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ACES Bill Version Comparisons

Sutjact
Repeals AS 43.55.011(7): order for
applying the Cook Inlet tax
celling; AS <1356.023():
transitional Investment
expenditures tax credits; AS
43.55.160(c); determining the
tax value under the
progresslvity provision AS
43.55.011(g).
Applicability
Transition
Auditors
Transition
Payment of Tax
Transition
Regulations
Transition
Pending
Applications
Transition
Regulations
RotroactMty

Distributed by Department ot Rovenwr

ifctt ' " 1 C8Hama BW 1001 (080)
Soc. 65. Repeals AS 4355.011(1), CS Sec. 38. Aids repeal of AS
order for applying Cook Inlet tax 43.55.011(g) a,-4(h), PPT
celling, AS 43.55.023(1), transitional progressivity provisions; retains
Investment expenditures; and AS 7 CES repeal of AS 43.55.160(c)
43.55.160(c), determining lax value determining tax value under
under AS 43.55.011(g) progresslvity; doletes ACES
(progresslvity). repeal of AS 43.55.011(/)
(retains PPT order of applying
Cook Inlet tax celling) and AS
43.55.023(1) (retains PPT TIE
credits with changes).

CS Sec. 39. ACES language
No change to applicability of
reta’oed ACES sections.

Sec. 66. Applicability of specified
sections.

Sec. 67. Allows current oil and c*s CS Sec. 40. ACES language
auditors to opt to remain In
classified service.

Sec. 68. Allows regulations adopted CSSec. 41. ACES language
by DOR and DNR to be applied (with changed section numbers)
retroactively to the applicability date

of the statutory provisions being

implemented.

Sec. 69. Provides for the treatment Deleted.

of pending applications for

transferable crodits and the refund

of credits under AS 43.55.023.

Sec. 70. Authorizes DNR and DOR CS Sec. 42. ACES language
to proceed with adopting
regulations.

Sec. 71. Provides for the
retroactivity of certain provisions.

CS Sec. 43. ACES language
No change to retroactivity of
retained ACES sections.

|C8 Houu BUI 2001 (RES)

(comparisons are to the original ACES legislation and PPT)

| €8 Senate flint 2001 (RES)
CS Sec. 60. Adds repeal of AS CS Sec. 26. Retains ACES
43.55.011(g) and (h). PPT repeal of AS 43.55.011(f),
progresslvity provisions; retains  order of applying Cook Inlet
ACES repeal of AS 43.55.160(c), tax celling; deletes repeal of
delermining tax valuo under AS 4355.023(1) (retains PPT
progressivity; deletes ACES

tax celling) and AS 4355.023(1)  under progresslvity),
(retains PPT TIE credits with
changes).

CSSec. 61. Applies most CS Sec. 27. ACES language.
changes In the production taxto  No change to applicability of
oil and gas produced afler Dec.  retained ACES sections.

31, 2006, ralher lhan Dec. 31,

2007; applies additional

provisions to oil and gas

produced after March 31, 2006.

CS Sec. 62. ACES language CS Sec. 28. ACES language

CS Sec. 63. Similar lo ACES but  3S Sec. 29. ACES language

conformed to changes In with changed section
applicability and retroactivity numbers).

provisions of CS.

CS Sec. 64. Retains ACES Deleted.

subsection (b), treating
outstanding application (or cash
refund of credit under PPT as an
application under new AS
43.55.028.

CS Sec. 65. ACES language CS Sec. 30. ACES language

CS Sec. 66. Expands CSSec. 31. ACES language.
retroactivity: most tax changes  No change lo retroactivity of
that are prospective under ACES retained ACES sections

are made retroactive to Jan. 1,

2007; makes additional

provisions retroactive to April 1,

2006.

TIE credits with changes) and
repeal of AS 1355.011(1) (retains AS 43.55.160(c) (retains PPT
PPT order of applying Cook Inlet determination of the tax value

Updated November 8, 2007

CS Senate EIH 2001 (JUD)
CS Sec. 66. Retains ACES
repeal of AS 43.55.011(7);
deletes other repeals.

CSSec. 67. Applies most
changes in the production tax
to ail and gas produced after
Dec. 31, 2006, rather than
Dec. 31.2007.

CSSec. 68. Deletes ACES
language. Provides legislative
Intent that tha maximum
number of exempt auditors Is
four for DOR and two for DNR

CS Sec. 69. Establishes due
date of March 31, 2008 for
additional retroactive taxes for
2007.

CS Sec. 70. ACES lanquage
(with changed section
_numbers).
i

Deleted.

ICS Sec. 71. ACES Innguagi:

|CS Sec. 72. Expands
retroactivity: most tax
changes that are prospective
"under ACES are made
Iretroactive to Jan. 1,2007
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Updated November 8. 2007

ACES Bill Version Comparisons (comparisons are to the original ACES legislation and PPT)
Sutler PPT ACES I CShoum BIN»01 (0*0) |CS Houm BIN2001 (RES) [ CS Senate Blit 2001 (RES) | CS Senate BIN 2001 (JUD)
Contingent CS Sec. 67. CS Sec. 53
Effect (physical location of a deductible
lease expenditure) takes effect
only If a court enters a final
judgment that nullifies the effect
of AS 43.55.165(b), as amended
by CS Soc. 52. CSSec. 68. If
CS Sec. 53 takes effect, It takes
effect after the last day the final
Judgment Is no longer subject to
appeal.
Effoctive Dates Sec. 72. Provides that certain CS Sec. 44. ACES language No CS Sec. 32. ACES language. CS See. 73. Act lakos effect

sections take effect January 1, 2008 change to effective dates of No change to effective dntes  Immediately.

(Including most changes to the retained ACES sections. of re'alned ACES sections.

production lax).

Effective Dates Soc. 73. Provides that certain CS Soc. 45. ACES language No CS Sec. 69. Exceptfor CS Sec. CS Sec. 33. ACES language.
sections take effect Immediately.  change to effective dates of 60, this Act takes effect No change to effective dates
retained ACES sections. Immediately. of retained ACES sections.
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SE.mMATE FINANCE COMMITTEE RErORT

DATE: 11/12/07

[Todoff Calendar
FURTHER:

DATE TURNED /
INTO OFFICE: // b O'T

Finance Committee considered CS FOR HOUSE BILL NO. 2001(FIN) am

HB 2001 OIL & GAS TAX AMENDMENTS

"An Act relating to the production tax on oil and gas and to conservation surcharges on oil; providing a limit on the amount of
tax that may be levied on the production of certain gas that is produced outside of the Cook Inlet sedimentary basin; relating to
the sharing between agencies of certain information relating to the production tax and to oil and gas or gas only leases;
expanding the period in which the Department of Revenue may assess the amount of oil and gas production tax and
conservation surcharges; prohibiting a producer or explorer from receiving tax credits if certain judgments are not satisfied and
requiring, as a condition of receiving the tax credits, the deposit of the amount of certain unpaid judgments and certain interest
on those judgments in the court during an appeal and relating to that interest; relating to state oil and gas audit masters;
making conforming amendments; and providing for an effective date."

and recommends: SENATE BILL:
[ ] "ame Title

[ be replaced with [llTSCS or [ 1Scdnfe 2-001 [ ] 'New Title
HOUSE BILL:

[ 1] adopt previous [ JSCS or [ ]CS

[ 1 attached amendment(s) /Change
(Vj New Title w/
[ ] adopt Letter of Intent SCR #07?Q/
[ 1 further referral to Committee
NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):
Department Date Fiscal Indet. Zero FN# Department Date Fiscal Indet. Zego FN#
75X wa U ZI/MA AD M tJ - i
1> ///« 7 To
DdK / o > I Aq7 1/ M
1 C oo
<"
PRINTED DO Do Not
IGNATURES/ffID RE MMENDATIONS:
SIGNATURES! Go ONS AT NAME e Dp5s  NofRec Amend
Ui < 4 £ /C —
lho M «ij
!/ /
VERN 11wl N
------- | AL JX e
( B-$?2.1A i/ . ) OiSow
Hof-fynan
CO-CHAIR;:

[ ] Same Title
[ ] Technical Title
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number: 1
2008 LEGISLATIVE SESSION Bill Version: HB 2001
(H) Publish Date: 10/18/07
Identifier (file name): LL 08-0014-DOA-DA3-10-17-07 Dept. Affected: Administration
Title An Act relating lo the production tax on oil and gas. 'RDU Centralized Admin. Services
Component Office of the Commissioener
Sponsor Governor
Requester Component Number 45
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
Appropriation
Required Information
OPERATING EXPENDITURES FY 2000 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013 FY 2014
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 0.0
CAPITAL EXPENDITURES 0.0 0.0 0.0 I 0.0 I 0.0 __00 0.0
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 Interagency Receipts
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2008) cost:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach ,i separate page it necessary)

This legislation has no fiscal impact on the Department of Administration.

Phono 465-5655

Prepared by: Eric Swanson
Dale/Time

Division Administrative Services

Approved by: Annette Kroitzer Date Oct. 12, 2007

Commissioner
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:

ZI|.)8 LEGISLATIVE SESSION Bill Version: SCS CSHB 2001 (FIN)
(S) Publish Date. 11/15/07

Identifier (file name): SCSCSHB2QO1(FIN)DOR-TAX-H-U-07 Dept. Affected: Revenue 04

Title An Act n.ating to the production tax on oil and gas.. 'RDU Taxation and Treasl m
Component Tax Division

Sponsor Governor
Requester Senate Finance Component Number 2476
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
Appropriation
Required Information

OPERATING EXPENDITURE FY 2009 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013 FY 2014
Personal Services 915.7 915.7 915.7 915.7 915.7 915.7
Travel
Contractual 1,018.4 1,018.4 1,018.4 511.8 5.2 5.2
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERAT