




A C E S  B i l l  V e r s i o n  C o m p a r i s o n s  ( c o m p a r is o n s  a r e  to  th e  o r ig in a l  A C E S  le g is la t io n  a n d  P P T ) Updated November 8, 2007

Subject PPT A c t * |  CS Hooeu BM 2001 (0*0) [c iH o o N B M lttliifffc ) I CS Senate Bill 2901 (RES) CS Senate Bill 2001 (JUD)
Intent, Savings Sec. 1. Confirmation o f DOR's 

Interpretation o f statute o f lim itation! 
for retroactive lax changes.

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

Deleted. CS Sec. 1. ACES language 
plus Intent that extra money 
received due to retroactM ty of 
Ihe producllon lax will be pul 
into constitutional budget 

[reserve fund (CBR); also 
[general Intent for Ihe Act.

I

Saving
Surpluses

C S S e c. 2. Amends AS 
37.10.440 (CBR). Directs 
Dept, o f Revenue (DOR) to 
calculate difference belween 
amount raised by ACES ang 
PPT and, if  more, deposit half 
Ihe extra In to jh e  CBR.
CS Sec. 3. ACES languageIn fo rm a tion

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

CS Sec. 1. ACES language CS Sec. 2. ACES language CS Sec. 1. ACES language

Conforming
Amendment*

Secs. 3-9. Conform ing technical 
amendments.

CS Secs. 2-8. ACES language CS Secs. 3-9. ACES languago CS Secs. 2-8. ACES 
language

CS Secs. 4-10. ACES 
language

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

CS Sec. 9. ACES language CS Sec. 10. ACES language CS Sec. 9. ACES lanquago CS Sec. 11. Amends AS 
39.25.110. Adds DOR and 
DNR oil and gas audit 
supervisors lo  Ihe exempt 
service; lim it o f four auditors lo 
DOR and two to DNR.

C on fo rm in g
A m endm ents

Sec. 11. Amends AS 11.09.010(d). 
Conform ing technical amendments.

CS Sec. 10. ACES language CS Sec. 11. ACES language CS Sec. 10. ACES lanquagc CS Sec. 12. ACES lanquage

In fo rm a tion
Disclosure

Sec. 12. Amends AS 43.05.230(a). 
Adds AS 43.55.890 (disclosure o f 
tax info) as possible exception under 
AS 43.05.230(a) (unlawful 
disclosure).

C S S ec. 11. ACES language C S Sec. 12 ACES language CS Sec. 11. ACES language C S S ec. 13. ACES language

In fo rm a tion
Sharing

Sec. 13. Amends AS 43.05.230(h). 
Adds authority for DOR to share 
production lax Info with DNR.

CS Sec. 12. ACES languago C S S ec. 13. ACES language CS Sec 12. ACES language !C S S e c 14. ACES language

Tax 
Assessment 

Statute of 
Limitations

. . .  . _  .. I

Sec, 14. Amends AS 43.05.260(a). 
Creates an exemption to allow DOR 
six years lo conduct production tax 
assessments rather Ihan three 
years.

CS Soc. 13 ACES languago C S S ec 14 ACES language Deletes ACES hnotraqo. CS Sec. 15. ACES language

Production Tax AS 43.55.011(0), Sets tho I 
production tax rato at 22.0%

j

Sec. 15. Repeals & reonacls AS 
13.55 011(0). Sets the production 
ax rate generally at 25%. Additional 
progressivily role under (g) and (h) 
s added to 25% as an annual rale.

PPT (22 5% lax rate) CS Sec. 15 Amends AS 
43.55.011(e). 25% lax ra le 
calculated annually

PPT (22.5% lax ra le ) CS Sec. 16. Repeals A 
reenacts AS 43.55.011(e) 
Generally sets tax rato a l 25% 
Maintains ACES annual lax 
levy but the lax Is calculated 
for each monlh
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A C E S  B i l l  V e r s i o n  C o m p a r i s o n s  ( c o m p a r is o n s  a r e  to  th e  o r ig in a l  A C E S  le g is la t io n  a n d  P P T ) Updated November 8. 2007

#ubf*ct |  e r r ACCS C8 House BM 2001 (0*0) CSMouMBRtaoiKfRES) C8 Senete B ill 2001 (RES) C3 Senate B ill *HM (JUD)
P rod uc tion  Tax 

F lo o r
AS 43.55.011(0. Sets a tax 
door o f not less Ihan 4%  o f 
gross value for North Slope ol 
and gas when the average 
W est Coast price is $25 per 
barrel w ith step down factors.

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

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

P rog rese lv lty
Slope

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

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

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

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

PPT CS Sec. 18. Repeals S 
reenacts AS 43.55.011(g).
$30 trigger on the net vali ie on 
a monthly basis w ith 0.4% 
j Increase; 59% maximum lax 
rale.

P ro g ress lv ity
T rig g e r

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

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

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

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

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

P rod uc tion  Tax 
C ook In le t

P rod uc tion  Tax 
C ook In le t

AS 43.55.011(J). Cook Intel 
lax ceiling.

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

CS Sec. 14. Amends 
43.55.011(j). Conform ing 
technical amendment; deletes 
reference lo AS 43.55.011(g) 
(PPT progresslvlly). Inserts 
reference lo 43 55.011(o)(O SG  
progressivlty).

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

PPT CS Sec. 20. ACES lanquaoe

AS 43.55.011(k). Cook Inlet 
lax ceiling.

AS 43.55 0 1 1(f). Cook Inlet 
lax celling.

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

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

C S Sec. 17. Amends AS 
43.55.011(k). Conforming 
technical amendment; deletes 
reference (o AS 43.55.011(g) 
(PPT progresslvity), Inserts 
reference to 43.55.011(o) (OSG 
progresslvity).

PPT CS S ec . 21. ACES language 

ACESP rod uc tion  Tax 
C ook In lo t

Repoals AS 43.55.011(/); 
conform ing technical repeal.

CS Sec. 16. Amends AS 
43.55.011(/). Conform ing 
technical amendments; deletes 
reference lo AS 43.55.011(g) 
PPT progressivlty). Inserts 

refereivce lo 43 55.011(o) (0 4 G  
progresslvity).

C S S ec. 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(o) (OSG 
progressivily),

ACES

Gas Used 
Insta to

AS 43.55 0 1 1(m) Cook Intel 
lax credits.

1

See. 21. Amends AS 43.55.011(m). 
Adds languago lo bo consistent with 
sec. 55 (lease expenditures); 
deletes reference to AS 
13 55.011(g) (progresslvlly) 
vecause reference Is no longer 
applicable. j

C SSec. 17. Amends AS 
43.55.011(m). Deletes 
anguago added in ACES; 
deletes reference lo AS 
13.55.011(g) (PPT progresslvlly),} 
nserts roforenco to 43.55.011(o) 
OSG progressivlty).

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 
xogressivlty).

PPT CS Sec. 22 Amends AS 
43 44.011(m), Adds 
application o f Cook Intel 
xovlslons lo  gas used instate, 
retains ACES technical 
imendmonl; deletes aridilinnal 
ACES language.
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A C E S  B i l l  V e r s i o n  C o m p a r i s o n s  ( c o m p a r is o n s  a r e  to  t h e  o r ig in a l  A C E S  le g is la t io n  a n d  P P T ) Updated November 0, 2007

Subject p r r ACES CS Houm BRt 3001 (040) |C9 Hcum  Bill 2001 (RES) CS Senate Bill 2001 (RES) CS Senate Bit? 2001 (JUD)
Gan Used

Instate
AS 43.55.011(n). Allocation o 
Cook Inlet lax credits.

CS Sec. 23. Amends AS 
43.55.011(n). Adds 
application o f Cook Intel 
provisions to gas used Instate.

Gas Used 
Instate

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

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

Tax Poym ent AS 43.55.020(a). Installment 
payments.

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

CS Sec. 19. PPT language with 
conform ing amendments.

CS Sec. 21. PPT languago with 
conform ing amendments.

PPT ICS Sec. 25. Amends AS
143.55.020(a). PPT languago 
,w ilh conform ing amendments.

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

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). 
Conform ing technical amendment.

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
progressivlty).___________________
CS Sec. 21. ACES language

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(o) (O&G 
progressivlty).

PPT le s  Sec. 26. Amends AS 
143.55.020(d). Deletes 
reference lo  AS 43.55.01 K g) 
(progressivlty).

Tax Paym ent AS 43.55.020(g). Interest on 
unpaid Installment payments.

CS Sec. 23. ACES language PPT CS Sec. 27. ACES lanquaqn

Tax Paym ent AS 43.55.020(h). Interest on 
overpayment o f Installment 
payments.

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

CS Sec. 22. ACES language CS Sec. 24. ACES language PPT CS Sec. 28. ACES tanquagn

Tax P aym ent 
P ena lly

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

C apita l 
E xpend itu re  

(Cap Ex) 
Tax C rod lts

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

I

'
1
1

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

PPT PPT PPT

|

I

PPT (does not match 
nformatlon requirements to 
AS 43 55.025 credits - see 
secs. 33-41).

Cap Ex Tax 
C red its  

CarTtcd-forward 
A nnual Loss

AS 43 55.023(b). 20% of 
ca'riod-forward annual loss 
ax credit allowed against 
deductible leaso expenditures | 
M ien uso of the deduction 1 
w u ld  causo tho production ; 
ax in n month to bo loss than 
:ero.

Sec. 27. Amends AS 43 55.023(b). 
Matches carhed-forward annual loss) 
o production lax ra le o f 25%; adds 
hat carried-forward annual losses 
nay not bo based on lease 
‘ xpendlluros accrued in legacy 
It* Ids.

7PT 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 
tiom lmtl lax rato In AS 

,43.55 0 1 1(e); defines nominal lax 
rale.

PPT ' PPT
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A C E S  B i l l  V e r s i o n  C o m p a r i s o n s  ( c o m p a r is o n s  a r e  to  t h e  o r ig in a l  A C E S  le g is la t io n  a n d  P P T ) Updated November 8, ?007

S u b le t - -  m ! ACE9 CS H c u m  M l 2 M i  ( 0 4 0 ) C8 H o u m  BM 3M1 (RES) CS Senate B ill 2001 (RES) 1 CS Senate B ill 2001 (JUO)
Cop Ex Tex 

C red its  
T rnna fo r o f 

C red its

AS 43.55.023(d). 
Transferable tax credit 
certificates.

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 
da le for Issuance of credit with 
Information required under AS 
43.55.030; spreads use of lax 
credlls over two years.

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

CS Sec. 27. Amends AS 
43.55.023(d). Retains ACES 
option to obtBln 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

I

Cap Ex Tax 
C red its  T rans fe r 

o f C red its

AS 43.55.023(e). Transfer o f 
tax credits.

Sec. 29. Amends AS 43.55.023(e). 
Conform ing technical amendment.

PPT PPT PPT I PPT

Cap Ex Tax 
C rod lts  

R otunds

AS 43.55.023(0. Cash refund 
o f up lo 525,000.000 for small 
producer lax credlls.

Repeals AS 43.55.023(f) (replaced 
with oil and gas tax credit fund, Sec. 
45).

PPT PPT PPT PPT

Cap Ex Tax 
C red its  
A u d its

AS 43.55.023(g). Tax credit 
audits.

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

PPT CS Sec. 28. ACES language PPT PPT

Cap Ex Tax 
C red its  

TIE C red its

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

Repeals AS 43.55.023(1), PPT TIE 
credits,

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

CS Sec. 29. Amends AS 
43.55.023(1). Changes definition 
of TIE credits to capital 
expenditures Inclined after 
March 31, 2003 (rather than 
March 31, 2001) and before Apnl 
1,2006.

CS Sec. 13. PPT language 
Amends AS 43.55.023(1)' 
Limits TIE credits to taxpayers 
that did not have commercial 
production before January 1, 
2008, and to 1/10 o f qualified 
capilal expenditures Incurred 
after March 31, 2006 and 
before January 1, 2008.

CS Sec. 29. PPT language 
Amends AS 43.55.023(1)! 
Lim its TIE credits to taxpayers 
that did not have commercial 
production before January 1. 
2008, and lo 1/10 of qualified 
capital expenditures Incurred 
after March 31, 2000 and 
before January 1, 2008 (same 
as SRES version)

Cap Ex Tax 
C red its  

Tax E xem pt 
E n titles

----------------------------------------------|

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

----------------- ,-------------------------------------

CS Sec. 25. ACES language CS Sec. 30. Amends AS 
43.55.023. ACES language for 
subsection (I); adds subsection 
[m) lo  allow cash rofunds to Ihe 
Alaska Retirement Management 
Board (ARMB).

Deleted. Deleted.

M id-A laska 
Tax C red its

. . .

AS 43.55.024. Additional tax 
credit o f S6,000,000 for ! 
production from leases 
outside Cook Inlet and the 1 
North Slope for small 
producers

Secs. 32 - 35. Amends AS 
43 55 024. Subsectlon(a): technical 
correction; (b), (c), (e), (g): 
contormlng technical am endments 1

PPT PPT PPT

I

CS Secs 3 0 -3 2  ACES 
anguaga oxcept does not 
nclude amendment to AS 
43 55 024(g)
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A C E S  B i l l  V e r s i o n  C o m p a r i s o n s  ( c o m p a r is o n s  a r e  to  th e  o r ig in a l  A C E S  le g is la t io n  a n d  P P T ) Updated November 8, 2G07

Subject W * A C tS CtHouM  Bill 2001 (0»G> [CS Hu jm  BM 3001 (KM| C8 Seriate Bill 2001 (RES) | CS Senate Bill 2001 (JUD)
Exploration Tax 

Credits
AS. 43.55.025. Alternative lax 
credits for up lo 40% for oil 
and gas exploration.

Secs. 36 * 44. Amends AS 
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 Ihe 
requirement to explore a new 
exploration target and require DNR 
review, better specify tho 
Information required lo be submitted 
to DNR, lim it well data confidentiality 
to 24 months, require credits to be 
spread over a l 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.

PPT CS Secs. 31 ■ 40. ACES 
language with 3ome changes: 
Increases 20% lax credits lo 
30%; allows c iodlts for 
suspended wells; glvo3 DNR 
com missioner 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 j c s  Secs. 3 3 -4 1 . ACES 
I language.

I

I

O il & Gas Tax 
C rod ll Fund

AS 43.55.023(f). Perm its Ihe 
state to  o ffer a cash refund of 
up to $25,000,000 for lax 
credits issued lo small 
producers.

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

PPT (deletes ACES language 
and retains PPT refund 
provision)

C S S ec. 41. ACES language 
with additional subsection limiting 
certificate purchases from a 
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

PPT (deletes ACES language 
and retains PPT refund 
provision),

CS Sec. 42. ACES lanquaqe 
but only for exploration 
Incentive credits (AS 
43.55.024); retains AS 
43.55 023(f), PPT lax creriil 
refund provision.

R eporting
R equ irem ents

Sec. 46. Amends AS 43.55.030(a). 
Makes d e a r every taxpayer must file 
an annual return; expands Info 
requirements.

CS Sec. 26. ACES language CS Sec. 14. ACES language CS Sec. 43. ACES language 

CS Sec 44. ACES lanquaqeR opo rtlng
R equ irem ents

Penalllos
I

Sec. 47. Amends AS 43.55.030(d). 
Adds late filing penalty o f 
$1000/day for information required 
by tho DOR.

Deleted. CS Sec. 43. ACES language C S S ec. 15. ACES language i

R epo rting
R equirem ents

Soc. 48. Amends AS 43.55 030. 
Adds new subsections (e) - requires 
annual expenditure statement; and 
f) - authorizes DOR to require 

monthly filing of Info.

CS Sec. 27. ACES language

CS Sec. 28. ACES language 
Amends AS 43.55 040. Retains 
ACES authority clanficatlon; 
deletes additional penalty. j

1
1

CS Sec. 44, ACES language

CS Soc. 45. ACES language 1 
Mth additional language 
specifying the rato of Interest Ihe 
Density shall bear and limiting 
OOR's authority to compromise a 
xenalty

CS Sec. 113 ACES language 

CS Soc. 17 ACES language

CS Sec 45. ACES tongunnr

R oportlng  
R equ irem ents 
and P enalties

'

Sec. 49. Amends AS 43.55.040. 
Clarifies DOR has authority to 
equlre filing o f reports necessary to 
orocast slate revenue; adds 
additional penalties.

CS Sec 46. ACES language 
llus  addition o f requirement 
or a producer o f more Ihan 
00,000 barrels a day to report 

Maska oil and gas gross value 
ind deductible lease 
•xpenditures.
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A C E S  B i l l  V e r s i o n  C o m p a r i s o n s  ( c o m p a r is o n s  a r e  to  t h e  o r ig in a l  A C E S  le g is la t io n  a n d  P P T ) Updated November 8. 2007

Subject PPT I ACES ' CS House BH1 3001 (OSG) CS Houss Bid 2001 (RES) CS Senate B ill 2001 (RES) CS Senate Bill 2001 (JUD)
Inco rrec t
R etu rns

CS Sec. 47. Amends AS 
43.55.050. Adds a specific list 
o f Information DOR may 
consider In determ ining 
whether a lax return Is correct.

Inco rre c t
R otum s

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

Tax
Understatement

Penalty

C S S e c  49. Amends AS 
43.55. Adds a new section AS 
43.55.055 that provides a 
penally for understatements o f 
tax In addilion to  other 
ponaltles prescribed by lav/.

Tnx 
Assessm ents  

S tatu te  o f 
L im ita tio n s

Sec. 50. Amends AS 43.55. Adds a 
new section, AS 43.55.075, that 
expands statute o f lim itations for 
conducting tax assessments from 
throe years to six years.

CS Sec. 29. ACES language CS Soc. 46. ACES language Deleted. CS Sec. 50. ACES languaae.

E lec tro n ic  
F iling  A d v iso ry  

B u lle tin s  
W h is tle -b low ers

Sec. 51. Amends AS 43.55.110. 
Adds new subsections (e) & (f) that 
authorize DOR to require electronic 
filings and payments; and (g) that 
gives DOR authority to Issuo 
advisory bulletins.

CS Sec. 30. ACES language CS Sec. 47. ACES languago C S Sec. 18. ACES language ICS Sec. 51. A C ESIanguaae 
with addition o f new 

'subsection (h ) lha l allows 
DOR lo com pensate whlstle- 

: blowers for Info that leads to 
Ilie  collection of additional lax 
funds.

T ransp o rta tion
C osts

CS Soc. 48. Amends AS 
43.55.150(a). W ith sec. 49, 
provides for DOR lo  determine 
reasonable costs o f 
transportation instead of actual 
costs when any ono of several 
conditions Is met (under PPT, all 
conditions must be mot). 1

CS Sec. 52. Amends AS 
43.05.150(a). W ith sec. 53, 
provides for DOR lo  determ ine 
reasonable cosls of 
transportation instead of actual 
costs when anyone  of several 
condillons Is m et (under PPT, 
all conditions m usl be m etl

T ra n sp o rta tio n
C osts

,

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

CS Sec. 53. Amends AS 
43.55.150(b). W llh  sec 62, 
provides for DOR lo determine 
reasonable cosls o f 

; Iransporlalion Instead ot actual 
cosls when any one of several 
condillons Is met (under PPT, 
all condillons m usl be met), 
lim its tariffs treated as prime 
facie reasonable lo those 
adjudicated just and 
reasonable
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A C E S  B i l l  V e r s i o n  C o m p a r i s o n s  ( c o m p a r is o n s  a r e  to  t h e  o r ig in a l  A C E S  le g is la t io n  a n d  P P T ) Updated November 8 ,2007

Subject r r \ ACtS |  Cft Hoam  BKI MOI (O&Q) |C3 Houm BIR M l  (RES) CS 8enate Bill 2001 (RES) CS Senate B ill 2001 (JUD)
Tax

D ete rm ina tion
AS 43.55.160(a). 
Determ ination o f production 
tax value o l oil and gas 
annually and monthly.

Sec. 52. Repeals and reenacts AS 
43.55.160(a). Retains PPT principle 
that the taxable value Is the gross 
value at Ihe point o f 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 
conform ing amendments.

CS Soc. 50. Amends AS 
43.55.160(a) to provide for 
separate calculation o f taxable 
value for gas used Instate and to 
conform to changes In the 
progresslvity tax.

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

Tax
L e te rm ln a tlon

AS 43.55.160(b). Production 
tax value may not be loss Ihan 
zero.

Soc. 53. Amends AS 43.55.160(b). 
Conforming technical amendment.

PPT PPT PPT PPT

Tax
D ete rm ina tion

AS 43.55.160(c). Calculation 
or production tax value

CS Sec. 55. Amends AS 
43.55.160(c). Conforming 
technical amendment.
CS Sec. 56. PPT language 
wilh conform ing amendment.

Tax
D ete rm ina tion

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

Sec. 54. Repeals & reenacts AS 
43.55.160(e). Provides explicit rules 
for calculating production lax values 
for oil and gas subject to d ifferent 
statutory provisions.

PPT PPT PPT

Tax
D ete rm ina tion

Sec. 55. Amends AS 43.55.160. 
Adds four now subsections, (f)-(l), 
related to allocations and 
calculations o f adjusted lease 
expenditures.

Deleted. Deleted. Deleled. Deleted.

Leaso
E xpend itu res

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

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

C S S oc. 51. Amends AS 
43.55.165(a). Retains PPT 
language with conform ing 
amendment, •

C S Sec. 19. ACES language

I

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

Lease
E xpend itu res

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.

Sec. 57. Amends AS 43.55.165(b). 
Re-arranges PPT language; adds 
tho standards DOR shall consider 
for determ ining lease expenditures 
(moved from  165(a) and (c)); 
deletes overhead expenses (m oved | 
to 165(a)).

PPT 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 C S Sec 67).

CS Soc. 20 A C P S Ia n .ja g o

I

I
I
}

If

CS Sec. 58. Amends AS 
13.44.165(b). Retains ACES 
changes; adds lo list of 
specific cosls lhal are direct 
cosls; restricts cerlnin 
categories o f cosls; deletes 
anguage specifying allowed 
cosls need no l be for activities 
chyslcally located on a lease; 
emoves requirement that 
DOR consider certain industry 
xractlces and DNR net profit 
ease requlatlons, but allows 
DOR to consider them
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A C E S  B i l l  V e r s i o n  C o m p a r i s o n s  ( c o m p a r is o n s  a r e  to  th e  o r ig in a l  A C E S  le g is la t io n  a n d  P P T ) Updnled November 8, 2007

Subfact ■ ^  - -  ■
j a c e s CtNouM  BUI 2001 (O&O) |C8 Hoiim 8M 2001 (RES) | C9 Senate Bill 2001 (RES) | CS Senate Bill 2001 (JUD)

Leaso
E xpend itu res

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.

Repeals AS 43.55.165(c) and (d). ACES ACES ACES Ia c e sI

I

Lease
E xpend itu res

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.

C SSec. 33. ACES language 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,

C SSec . 21. ACES language 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.

Leaso
Expenditures

AS 43.55.165(h). Allocation of 
costs between oil and gas.

Sec. 59. Amends AS 43.55.165(h). 
Conforming amendment to bo 
consistent with new AS 43.55.160 
(production tax determination).

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

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

Leaso
Expenditure
Adjustments

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).

CS Sec. 34. ACES language CS Sec. 56. ACES language CS Sec. 22. ACES language C S Se c . 61. ACES language

Leaso
Expenditure
A d jus tm en ts

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

Information
Publication

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.

CS Sec. 35. ACES language CS Soc. 57. ACES language CS Sec. 23 ACER language CS Sec. 63. ACES language 
with addition of publication of 
Alaska gross value and 
expenses as required to bn 
reported under Sec. 46

Definitions Sec. 62. Amends AS 43.55.900. 
Adds new definitions for 
"nonunitized reservoir;’  "pool;* 
■producer;’  and ’ unit*

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

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

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

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

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

Sec. 63. Repeals PPT PPT PPT PPT

Repeals 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.

Sec. 64. Repeals AS 43.55.165(c) 
and (d): determination of deductible 
ease expenditures using unit 
operating agreements.

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

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

CS Sec. 25. Retains ACES ;C S S ec .6 5 . Retains ACES 
repeal of AS 43.56.165(c) and repeal of AS 43.55 165(c) and 
<d>. (d)
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A C E S  B i l l  V e r s i o n  C o m p a r i s o n s  ( c o m p a r is o n s  a r e  to  th e  o r ig in a l  A C E S  le g is la t io n  a n d  P P T ) Updated November 8, 2007

Sutjact P P t i f c t t  ' " I C8 Hama BW' 1001 (080) |C8 H ouu BUI 2001 (RES) | C8 Senate flint 2001 (RES) CS Senate EIH 2001 (JUD)
Repeals AS 43.55.011(7): order for 

applying the Cook Inlet tax 
celling; AS <13.55.023(1): 
transitional Investment 
expenditures tax credits; AS 
43.55.160(c); determining the 
tax value under the 
progresslvity provision AS 
43.55.011(g).

Soc. 65. Repeals AS 43.55.011(1), 
order for applying Cook Inlet tax 
celling, AS 43.55.023(1), transitional 
Investment expenditures; and AS 
43.55.160(c), determining lax value 
under AS 43.55.011(g) 
(progresslvity).

CS Sec. 38. Aids repeal of AS 
43.55.011(g) a,-4(h), PPT 
progressivlty provisions; retains 
7 CES repeal of AS 43.55.160(c) 
determining tax value under 
progresslvity; doletes ACES 
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. 60. Adds repeal of AS 
43.55.011(g) and (h). PPT 
progresslvity provisions; retains 
ACES repeal of AS 43.55.160(c), 
delermlnlng tax valuo under 
progressivlty; deletes ACES 
repeal of AS 13.55.011(1) (retains 
PPT order of applying Cook Inlet 
tax celling) and AS 43.55.023(1) 
(retains PPT TIE credits with 
changes).

CS Sec. 26. Retains ACES 
repeal of AS 43.55.011(f), 
order of applying Cook Inlet 
tax celling; deletes repeal of 
AS 43.55.023(1) (retains PPT 
TIE credits with changes) and 
AS 43.55.160(c) (retains PPT 
determination of the tax value 
under progresslvity),

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

Applicability Sec. 66. Applicability of specified 
sections.

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

CSSec. 61. Applies most 
changes In the production tax to 
oil and gas produced afler Dec. 
31, 2006, ralher Ihan Dec. 31, 
2007; applies additional 
provisions to oil and gas 
produced after March 31, 2006.

CS Sec. 27. ACES language. 
No change to applicability of 
retained ACES sections.

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

Transition
Auditors

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

CS Sec. 40. ACES language CS Sec. 62. ACES language CS Sec. 28. ACES language CSSec. 68. Deletes ACES 
language. Provides legislative 
Intent that tha maximum 
number of exempt auditors Is 
four for DOR and two for DNR

Transition 
Payment of Tax

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

Transition
Regulations

Sec. 68. Allows regulations adopted 
by DOR and DNR to be applied 
retroactively to the applicability date 
of the statutory provisions being 
implemented.

CSSec. 41. ACES language 
(with changed section numbers)

CS Sec. 63. Similar lo ACES but 
conformed to changes In 
applicability and retroactivity 
provisions of CS.

3S Sec. 29. ACES language 
with changed section 

numbers).
i

CS Sec. 70. ACES lanquage 
(with changed section 
numbers).

Transition
Pending

Applications

Sec. 69. Provides for the treatment 
of pending applications for 
transferable crodits and the refund 
of credits under AS 43.55.023.

Deleted. CS Sec. 64. Retains ACES 
subsection (b), treating 
outstanding application (or cash 
refund of credit under PPT as an 
application under new AS 
43.55.028.

Deleted. Deleted.

Transition
Regulations

Sec. 70. Authorizes DNR and DOR 
to proceed with adopting 
regulations.

CS Sec. 42. ACES language CS Sec. 65. ACES language CS Sec. 30. ACES language 1CS Sec. 71. ACES Innguagi:

RotroactMty

I

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

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

CS Sec. 66. Expands 
retroactivity: most tax changes 
that are prospective under ACES 
are made retroactive to Jan. 1, 
2007; makes additional 
provisions retroactive to April 1, 
2006.

CSSec. 31. ACES language. | 
No change lo retroactivity of 
retained ACES sections

'
1

CS Sec. 72. Expands 
retroactivity: most tax 
changes that are prospective 
under ACES are made 
retroactive to Jan. 1,2007
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A C E S  B i l l  V e r s i o n  C o m p a r i s o n s  ( c o m p a r is o n s  a r e  to  th e  o r ig in a l  A C E S  le g is la t io n  a n d  P P T ) Updated November 8. 2007

S u tle r PPT ACES I CS H o u m  BIN »01  (0*0) |CS Houm BIN 2001 (RES) [ CS Senate Blit 2001 (RES) I CS Senate BIN 2001 (JUD)
Contingent

Effect
CS Sec. 67. CS Sec. 53 
(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.

Effoctlve Dates Sec. 72. Provides that certain 
sections take effect January 1, 2008 
(Including most changes to the 
production lax).

CS Sec. 44. ACES language No 
change to effective dates of 
retained ACES sections.

CS Sec. 32. ACES language. 
No change to effective dntes 
of re'alned ACES sections.

CS See. 73. Act lakos effect 
Immediately.

Effective Dates Soc. 73. Provides that certain 
sections take effect Immediately.

CS Soc. 45. ACES language No 
change to effective dates of 
retained ACES sections.

CS Sec. 69. Except for CS Sec. 
60, this Act takes effect 
Immediately.

CS Sec. 33. ACES language. 
No change to effective dates 
of retained ACES sections.
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"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 
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making conforming amendments; and providing for an effective date."
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F I S C A L  N O T E

STATE OF A LA S K A
2008 L E G IS L A T IV E  SESSION

Identifier (file name): LL 08-0014-DOA-DA3-10-17-07 
Title An Act relating lo the production tax on oil and gas.

Sponsor
Requester

Governor

Dept. Affected:
'RDU
Component

F is c a l Note N um ber:

Bill V e rs io n :

(H ) Pu b lish  D ate :

1

HB 2001
10/18/07

Administration
Centralized Admin. Services 
Office of the Commissioener

Expenditures/Revenues

________ Component Number

(Thousands of Dollars)

45

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 _ _ 0.0 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.

Prepared by: Eric Swanson_____________________________________________________________  Phono 465-5655
Division Administrative Services Dale/Time
A pproved by : A n nette  K ro itzer______________________________________________________________________________________  D ate  O ct. 12, 2007

C o m m issio n er
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F I S C A L  N O T E

STATE  O F  A LASKA
201)8 L E G IS L A T IV E  SESS ION

SCSCSHB2Q01(FIN)DOR-TAX-H-U-07Identifier (file name): _____________
Title An Act n.ating to the production tax on oil and gas..

F is c a l Note N um ber:

Bill V e rs io n :

(S )  Pu b lish  D ate .

Dept. Affected: 
'RDU

S C S  C S H B  2001 (F IN )

11/15/07

Revenue 04
Taxation and Treas1. ■

Component Tax Division
Sponsor
Requester

Governor
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 OPERATING 1,934.1 1,934.1 1,934.1 1,427.5 920.9 920.9

CAPITAL EXPENDITURES
.

CHANGE IN REVENUES ( I I

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental 1 lealth 
Other Interagency Receipts

1,934.1 1.934.1 1,934.1 1,427.5 920.9 920.9

TOTAL 1,934.1 1,934 1 1,934.1 1,427.5 920.9 920.9

Estimate of any curront year (FY2C08) cost: 

POSITIONS

3.409 2

Full-time 5 5 5 5 5 5 5
Part-time
Temporary

ANALYSIS: (Attach a soparoto paqo it twcosst
This bill makes economic and sovcral administrative changes to the state's curient petroleum profits tax Tlie bill retains the current tn< 
system's structure, v.hlch taxes the net valuo ot petroleum resources.

I his fiscal nolo shows operating and capital expenses related to tho change in reporting and administering the tax

Prepared by Johanna Bales. Roger Marks. Churio Nicnlnm; 
Division Tax Division

P l u m e  4 6 5 - 2 3 1 2
Date/Time 11/14/07 11 00 AM

Appravod by Jerry Burnett Date 11/14 7007
D ep a ilm e n t u l R ovonuo
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FISC AL NOTE #9

ANALYSIS CONTINUATION

Administrative changes to the current tax system include the following: requires taxpayers to provide cost projections to 
allow the slate to better forecast state revenues and pursue changes in reported costs; authorizes public reporting of some 
cost data: authorizes a short-term audit program; and designates an exempt class of oi! and gas audit masters.

STATE OF A LA S K A  B IL L  NO. S C S  C S H B  2 0 0 1 ( F I N

2008 L E G IS L A T IV E  SESSION

Personal Services: The department will creale 4 senior level auditor master positions in tho exempt service with 
extensive industry oil and gas auditing experience. These positions will bo classified as the Department's most senior level 
auditor positions and will have salaries that are consistent with market comparables beyond tho current salary levels 
allowed under the existing Oil and Gas Revenue Auditor (OGRA) pay classification system. Tho need for exempt status is 
based upon tlie difficulties the department has recruiting experienced auditors to administer the tax. Tlie department 
estimates the new exempt positions will cost the state approximately S800.000 annually. Tho bill also requires the 
Department of Administration to create a now class and pay system for Oil and Gas revenue auditors. We have no basis 
on which to estimate additional costs arising under this pay plan and these costs will be presented to tho legislature in a 
future budget. In addition to tho costs for auditors, the department oxpects that it will need one additional Programmer 
Analyst V position to maintair and manage the new oil and gas production tax database system at a cost of S115.700 
annually.

Contractual: Cont actual expenditures include 51,013,200 annually to contract for audit assistance. This estimate is 
based on 3 auditors, working 40 hours per week each, for 4 years starting in January 2008 at on average rate of 5100 per 
hour, plus estimated transportation and lodging costs, and additional costs for training auditors. The need for such 
assistance is based upon the department's substantial difficulty in recruiting enough auditors to administer the oil and gas 
production tax. The department only anticipates the need for contract audit assistance for 4 years while tho department 
recruits and trains auditors fcr positions that aro currently vacant The contr..ct auditors would work in conjunction with 
department auditors during this time to maximize department resources and help tram department auditors. The 
department will also need an additional S5.200 each year in contractual costs associated with the new Analyst 
Programmer V position.

Curront FY2008 costs: The department expects it will incur costs beginning January 2008 to Immediately implement the 
new production lax structure. Those costs include' Contractual - $2,620,800 capital funding to fund tho scoping and 
development of an oil and gas production tax database system (including associated hardware) and $506,600 to contract 
lur audit assistance (as described above). Tho new database system will permit accurate and olticiont management of 
information submitted by taxpayers to facilitate auditing and forecasting of revenues, and timely and accurate reports for 
internal and public uses Tho proposed system will accommodate the migration of ELF-based data and continue to collect 
supplemental data from producers on volumes, wells and production The system will include incomo-based data, 
including tracking credits, required under PPT and upon which the ACES tax structure is based The system will also 
integrate into tlie division's accounting systems Personal Servlcos -5218,000 from the period January 1, 2008 througli 
Juno 30, 2008 duu lo creating on oxompl class of oil arid gas ruvenuo auditors and increasing poy to more closely reflect 
what the market In Alaska pays for roughly similar positions In addition, we will recruit for the Analyst Programmer V and 
bring that person on board to participate in the database scoping meetings Wo estimate FY 2000 cot Is fi r tins position to 
be approximately 557,800 Supplies -56,000 for a computer and software for tho now analyst progommer V position

Ruvenuo changes will bo shown in another fiscal note

Page 2 ot 2



F I S C A L  N O T E

STATE  O F  A LASKA
2008 L E G IS L A T IV E  SESSION

SCSCSHB2001(FIN)DORREV-11-14 02Identifier (file name):
Title An Act relating to the production tax on oil and gas..

F iscal N ote  Num ber:

Bill Version:

(S ) Publish D ate:

Dept. Affected:
' rdl,

10

SC S CSH B 2001 (FIN )

11/15/07

Revenue 0<1
Taxation and Tieasury

Component Tax Division
Sponsor
Requester

Governor
Senate Finance Component Number 24 7G

Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.

Appropriation
Required Information

OPERATING EXPENDITURES FY 2009 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

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( 942,000 745,000 740,000 769,000 778,000 586.000

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other Inleragencv Receipts

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any curront year (FY2008) cost: 

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separatapa<jo ttnocossa
This fiscal note shows changes in revenues resulting from this legislation: operating and capital costs peitaming to the Department ol 
Revenue for tlie implementation ol this legislation are shown on a separate fiscal noto.

I his bill makes several economic changes lo tho slate's current petroleum profits tax Tho bill retains tliu current tax system's structure, 
which taxes tho not value ol petroleum resources The bill raises the base tax rate to 25%: the progressivily surcharge r; increased to 0 4 
tunes the difference bolwoon tho per barrel not revenue and S30 (changing lo 0.1% when the difference is $90); (lie costs far transportation 
are set at tlie lower of actual or reasonable costs: the transition investment expenditure credit is eliminated, except to tlie extent that 
transition credits earnod from April 1, 200G to tho bill's effective date can bo carried forward lo offset a Inline lax liability, and qualified capital 
credits are spread over two years Tlift olfoctivo dale of tho bill is July 1. 2007.

Prepared by 
Division
Approved  by: J e tty  Burnett

Johanna Bales. Ctierio Nienhuis, Roger Marks Phono 4G5-231?
fax Division Date/Time 11/14/07 9 30 Pf.1

D ate  11/14/2007
D epartm en t n l R ovonuo
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FIS C A L NOTE #10

ANALYSIS CONTINUATION
Other changes to the current tax system include the following: 50% of qualified capital credits may bo used in tlie year 
earned and tho balance used in the following year; excludes from qualified leaso expenditures those expenses related to 
unscheduled production interruptions; excludes dismantlement, removal & restoration (DR&R) costs Irom allowable 
expenditures: requires taxpayers to provide cost projections to allow the state to bettor forecast state revenues and pursue 
changes in reported costs; authorizes public reporting of some cost oata; and authorizes a short-term audit program

Certain provisions related to lease expenditures are effective April 1, 200G.

STATE OF A LA S K A  B IL L  NO. S C S  C S H B  2001 (F IN )

2008 L E G IS LA T IV E  SESSION

See page 3 for projected revenue estimates.
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FISC AL NOTE #10

ANALYSIS CONTINUATION

Estimated Production Tax Revenues, PPT and ACES, 
at Various Prices (in $millions nominal)

Fall 2007 DOR Official F orecast Prices

STATE OF A LA S K A  B IL L  NO. S C S  C S H B  2001(F IN )

2008 L E G IS LA T IV E  SESSION

Fiscal Year
ANS WC S 
per barrel (m 
REAL dollars)

ANS WC S 
per barrel (in 

NOMINAL
dollars)

Status Quo - 
PPT

2008 71.65 71.65 1,947
2009 64.55 66.30 1,430
2010 60.05 63.40 1,217
2011 59.70 64.75 1,250
2012 59.55 66.35 1,174
2013 58.90 67.45 1,151
2014 58.25 68.55 1,217

DOR Forecast nominal prices rounded lo the noaresl SO 0f>

$60 per barrel in REAL dollars

Fiscal Year
ANS WC S 
per barrel (m

ANS WC S 
per barrel (m

NOMINAL

Status Quo - 
PPTREAL dollars) dollars)

2008 60.00 60.00 1,073
2009 60.00 61.65 1,197
2010 60.00 63.35 1.247
2011 60.00 65.09 1,272
2012 60.00 66.08 1,204
2013 60.00 68.72 1,225
2014 60.00 7U.61 1,334

$60 pur burro in REAL dollars

Fiscal Year
ANS WC S 
per barrel (m 
RCAL dollars)

ANS WC S 
per barrel |m

NOMINAL
dollars)

Status Quo - 
PPT

2008 80.00 80.00 2,693
2009 80.00 82.20 2,640
2010 80.00 84.46 2,751
2011 80 00 86.78 2.782
2012 80.00 89.17 2,698
2013 80.00 91.62 2.783
2014 80 00 94.14 2,950

SCSCS Increase or Increase or
mCES HB2001 (Decrease) (Decrease)

(FIN) from PPT from ACES
2,368 3,556 1,609 1,188
1,985 2,372 942 387
1,767 1,962 745 195
1,766 1,990 740 224
1,701 1,943 769 242
1,685 1,929 778 244
1,558 1,803 586 245

SCSCS Increase or Increase or
ACES HB2001 (Decrease) (Decrease)

(FIN) from PPT from ACES
1,452 2,221 1,148 769
1,698 1.994 797 296
1,802 2.003 756 201
1.795 2,026 754 231
1.737 1,988 784 251
1,772 2,042 817 270
1,696 1,983 649 287

SCSCS Increase or Increase or
ACES HB2001 (Decrease) (Decrease)

(FIN) from PPT from ACES
3,137 4,662 1,969 1,525
3,294 4,187 1,547 893
3,431 4,235 1,484 804
3.431 4,277 1.495 846
3,360 4,229 1,531 869
3,451 4,376 1,593 925
3.407 4.366 1,416 959

Pago 3 ol 3



F I S C A L  N O T E

STATE  O F  ALASKA
2008 LE G IS LA T IV E  SESSION

Fiscal N o lo  N um ber: 11

Bill Vers ion :

(S ) Pub lish  D a le :

SCS C SH B 2001 (FIN)

11/15/07

Natural ResourcesIdentifier (file name): HB2001SCSCS(FIN)-DNR-0&G-11-15-07 Dept. Affected:
Title Oil and Gas Tax Amendments RDU Resource Development

Component Oil and Gas Development
Sponsor
Requester

Rules Committee
Senate Finance Component Number 439

Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.

Appropriation
Required

r ~
Information

OPERATING EXPENDITURES FY 2009 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013 FY 2014
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

450.0 450.0 450.0 450.0 450.0 450.0

10.4 10.4 10.4 104 10.4 10 4
4.0 4.0 4.0 4 0 4.0 4.0

TOTAL OPERATING 464.4 0.0 464.4 464.4 464.4 464.4 464.4

CAPITAL EXPENDITURES I I !

CHANGE IN REVENUES ( ) "  INDETERMINATE POSITIVE"

FUND SOURCE (Ttiousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipls 
1037 GF/Mental Health 
Other Inloraqency Receipts

464.4 464.4 464.4 464 4 464.4 464.4

TOTAL 464.4 0.0 464.4 464.4 464.4 464.4 464.4

Estimate of anv curront year (FY2008) cost: 172.4 

POSITIONS
Full-time
Part-time
Temporary

2 0 2 2 9«- 2 •j

ANALYSIS: (Attach a separata pngo i(nocossary)
7his bill would amend the oil and cas production tax under AS 43.55 to Increase the base tax rate from 22.5.''I to 25% of net 
income with no retroactivity, The bill has a procressivity surcharge increasing at 0.4% per dollar between 530 and $90, and 0.1% 
above S90, to a maximum possible surcharge of 50%. Some EICs are increased from 20% to 30%.

Administrative changes to the current tax system include changes in the administration of EICs under AS 43.55.025 relating to the 
kind of information that EIC applicants must provide to the* state and time that this Information may be kept confidential.

Prepared by: Kevin Banks. Acting Director____________________________________________  Phono 209-flB00
Division Oil and Gas ______  Date/finto 11/15r2007
Approved  by: Tom  Irw in. C om m iss ione r__________________________________________________________ D atu  11/15/2007

N atura l R osourcos
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FISC AL NOTE Hi 1

ANALYSIS CONTINUATION

The bill would eliminate the transition investment expenditure credit for all but producers that did not have commercial 
production before April 2006. The bill also increases the net loss carry-forward credit to 25%, and defers the ability to take
half of this credit and the qualified expenditure capital credit for a year.

• ’ Indeterminate Positive: The royalty revenue impact to the State of ACES is indeterminate positive. The improvements of 
EICs will bring favorable economics to exploration projects. Increasing the tax rate, and the reduction of TIE credits available 
to lessees, will alter project specific economics. Furthermore, the progressivity element that has an impact only when oil 
prices or margins are high, will also alter project specific economics.

Personal Ser\ ices: This bill would create two new oil and gas revenue audit master positions in the Division of Oil and Gas. 
These two positions would be the senior level auditors and are expected to have extensive oil and gas auditing experience. 
They will be the division's most senior auditor positions and will have salaries that are consistent with market comparables 
and will be above the current salary levels allowed under the existing Oil and Gas Revenue Auditor pay classification system. 
The division shares the experience with the Department of Revenue in failing to successfully recruit auditors with Me 

required industry experience. These two positions will direct and provide training to existing staff. Salary and benefits for 
these positions plus other salary adjustments within the audit staff will be $450.0 per year. Any contractual, supplies, and
equipment line items listed on page 1 support these two new positions.

STATE OF A LA S K A  B IL L  NO. S C S  C S H B  2 0 0 1 (F IN )

2008 LE G IS LA T IV E  SESSION
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S B  2 0 0 1  -  O i l  &  G a s  T a x  A m e n d m e n t s

S e n a te  F in an ce  C o m m ittee

I n d e x

CSHB2001(FIN)am & Fiscal Notes 
SB 2001
CS SB 2001(RES)
CS SB 2001(JUD)
Fiscal Notes
Presentations (Agency and Consultants)

• Department of Revenue Share Presentation
• Summary Comparison between Various Approaches to Production Tax -  Dan 

Dickinson
• EconOne Charts
• Legislative Finance Division -  Production Tax
• Presentation on Government Take 

Cambridge Energy Research -  David Dobbs 
Nov 10, 2007

• Government & Petroleum Tax Take 
Gaffney, Cline & Associates
Nov 9, 2007

• Presentation on Alaska's Petroleum Fiscal Structure "Fair Share"
Gaffney, Cline & Associates
Nov 9, 2007

• Tax Rates and Progressivily 
Econ One Research
Nov 8, 2007

• North Slope Crude Oil & Natural Gas Liquids Production Forecast 
Department of Revenue Fall 2007
Nov 7, 2007

• Production Cost Increases 
Econ One Research
Nov 7, 2007

• Understanding Alaska’s Current Production Tax - How and where does the cash flow 
Nov 6, 2007

• Government Take (Amended to include ACES)
Nov 6, 2007

• Government Take
Patrick Galvin, Department of Revenue 
Bob George, Gaffney, Cline & Associates 
Nov 5, 2007

Industry Testimony 
.  BP
• ConocoPhillips 
•* Exxon Mobile
• Alaska Oil & Gas Association

Other Documents
• Transmittal Letter
• Senate Resources and Senate Judiciary Committee Reports
• Report on Production Cost Increases from Econ One Research

11/12/2007 7:07:00 I’M
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•  #  €

H B  2001 Revised Analysis*

N o v e m b e r  1 3 ,  2 0 0 7

D a v i d  T e a l

* Analysis now excludes the impacts o f"reasonable rate" transportation clause
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Trigger=S30
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Trigger=$30

-■+ ■ S Fin Base=22.5% Net Surcharge=.6, 
.5, .35, .1 Trigger=30, 50. 70, 90

M arket Price of Oil (S per bbl)
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E s t i m a t e d  A v e r a g e  E f f e c t i v e  T a x  R a t e ,  G o v e r n m e n t  S h a r e s  a n d  

R e v e n u e  I m p a c t s  a t  V a r i o u s  W e s t  C o a s t  A N $  P r i c e  L e v e l s

( F Y  2 0 0 8 - 2 0 1 4 )

I **>*•»

• A

11/13/07 ,

Average ANS West Coast Pnco in Real 2008 Dollars $40 00 $60 00 StatoForecast $80 00 $100 00 $120 00 $ 140 00 $160.00
Effective Tax Rato on Gross Taxable Value (Percent) 

P P T 4.0V . 9 .6 % 1 0 .1 % 1 5 .6 % 2 1 .3 % 2 6 .7 % 3 1 .8 % 3 6 .0 %

P P T  E x p e c t e d 1 1 .6 % 1 7 .7 % 1 8 .3 % 2 4 .4 % 3 0 .6 % 3 6 .5 % 4 1 .8 % 4 3 .6 %

S B  2001 8 .9 % 1 4 .0 % 1 4 .5 % 1 9 .1 % 2 3 .9 % 2 8 .5 % 3 2 .8 % 3 7 .0 %

S e n a t e  J u d i c i a r y  C S 6 .8 % 1 4 .9 % 1 5 .7 % 2 3 .6 % 3 1 .8 % 3 7 .1 % 3 8 .7 % 3 9 .6 %

M o u s e  B ill 6.81 • 14 6% 15 3” 23.1% 31.2% 30 4% 38.2'.:. 39 4%
S e n a t e  F i n a n c e  C S 5 .8 % 1 4 .2 % 1 5 .0 % 2 4 .6 % 3 3 .0 % 3 8 .3 % 4 1 .4 % 4 4 .3 %

Total Government Share of Net Cash (PercentI

Marginal Government Share of Net Cash (Pcicent)

Annual Average Tax Difference Abova.'(Bclow) PPT (Nominal $M) 
P P T E x p e c t e d  

S B  2001

S o n a t o  J u d i c i a r y  C S  

H m iix u  H ill 

S e n a t e  F i n a n c e  C S

P P T 6 0 .9 % 6 0 .3 % 6 0 .5 % 6 2 .4 % 6 4 .9 % 6 7 .4 % 6 9 .9 % 7 1 .9 %

P P T  E x p e c t e d 6 0 .4 % 6 1 .5 % 6 1 .7 % 6 4 .2 % 6 6 .9 % 6 9 .7 % 7 2 .2 % 7 2 .9 %

S B  2001 6 5 .3 % 6 3 .5 % 6 3 .6 % 6 4 .7 % 6 6 .5 % 6 8 .5 % 7 0 .5 % 72 6 %

S e n a t e  J u d i c i a r y  C S •63 .4 % 6 4 .1 % 6 4 .4 % 6 7 .7 % 7 1 .5 % 7 3 .9 % 7 4 .1 % 7 4 .1 %

H o u s e  B ill 63.4% i.4  ov, G4 r . 67 5% 71.2V, 73.4‘ . 73.8% 74 0%
S e n a t e  F i n a n c e  C S 6 2 .5 % 6 3 .6 % 6 3 .9 % 6 8 .4 % 7 2 .4 % 7 4 .6 % 7 5 .8 % 7 6 .9 %

P P T 5 3 .8 % 6 3 .4 % 6 4 .1 % 7 0 .1 % 7 5 .2 % 8 0 .4 % 8 5 .5 % 8 0 .6 %

P P T  E x p e c t e d 6 0 ,2 % 6 8 .0 % 6 8 .4 % 7 3 .5 % 7 9 .1 % 8 4 .7 % 8 1 .9 % 7 3 .0 %

S B  2001 5 7 .4 % 6 4 .8 % 6 5 .4 % 7 0 .0 % 7 4 .5 % 7 8 .8 % 8 3 .0 % 8 5 .0 %

S e n a t e  J u d i c i a r y  C S 5 8 .7 % 7 0 .7 % 7 1 .4 % 7 9 .5 % 8 7 .7 % 7 9 .4 % 7 4 .1 % 7 4 .1 %

l l e i i u r  B i l l 5 II 1 TO 6* 7 1  V 7 9  0 % 8 7  O’. . 7 9 .2 ’ 7 5  0% 74 9 %

S e n a t e  F in a n c e  C S 5 5 .9 % 7 3 .4 % 74  0 % 8 3 .1 % 0 5 .5 % 8 2 .4 % 8 2 .7 % 8 4 .5 %

$672 $1 ,036 $1,081 $ 1 ,5 4 5 $2,062 $2,651 $3 ,153 $2 ,77 6

$402 $56 6 $577 $611 $578 $484 $309 $372

$230 $673 $732 $1 ,394 $2 ,320 $2 ,796 $2 ,158 $1 ,305

$229 $ 6 4 4 $674 S1 129 $2 ,704 $7 614 $2 ,00 6 $1 ,230

$145 $585 $62 9 $1,582 $2,613 $3 ,125 $3,041 $3 ,01 2

N ote :  V o l u m e s  p e r  c u r r en t  Fall 2 0 0 7  DOR F o r e c a s t s .
I ■ S a n ita f ln a n c a : 8*1001 utlrig 2 X 1 %  b aa* rata; prograaalvtty of 0 .8%  $304  $0. 0 J %  t (0 - }7 ( ,  0 .3 1 X 1 7 0 4 *0 .0 .1 %  a b o v a t lO , 78%  ovarall cap, T IE  cradtt 2Q08-3007 for flaw prtxfcjcara.
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SENATE ( S FOR CS FOR HOUSE BILL NO. 2001(FIN)-tiin 

IN Tl IE LEGISLATURE OE Tl IE STATE OF ALASKA 

TWENTY-FIFTH LEGISLATURE-SECOND SPECIAL SESSION

BV T H E  IK H  SKSKNA I K FIN A N C E C O M M U T E E

Xiih-imIciI: 11 /11 /07 
O IT crcd : I I / I I / U7  
K cl'crro il:

S p o n so rs ) :  H O U SE  RULES C O M M IT T E E  BY R E Q U E S T  O F  T H E  G O V E R N O R
A BILL

FOR AN ACT ENTITLED

"Ail Act relating to the production tax on oil and gas and to conservation surcharges on

oil; providing a limit on the amount of lux (hut may he levied on the production-of

certain gas that is produced outside of the-Gook Inlet sedimentary basin; relating to the

issuance of advisory hnlletiiis and the disclosure of certain inI'orm.ition relating to the

production lav and ihe sharing between agencies of certain information relating to the

production tax and t > oil and gas or gas only leases; CMinndingnmcnding the

neriodSiale I'ei'smiiiel \ci io create in which the Department of Revenue may assess the

amount of oil and gas production las and conservation surcharges; prohibitiug-a

producer or explorer from receiving tax credits if certain judgments are not satisfied

and requiring, as a condition of receiving the tax credits. Ihe 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 e .emiil serv ice state oil and gas audit

IIIUIMIIe -I- S( SC'SUbi'KHtFIN)am
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masters; relating l«» oil ami mis auditors anil certain oil and mis auditor supervisors: 

providing tor m i l  penalties relating to the nil and gas production tax: providing for 

retroactive application of cerlain statutory and regulatory provisions relating to the 

production tax on oil and gas: making conforming amendments; and providing for an 

effective date."

BE IT  E N A C T E D  BY T H E  L E G IS L A T U R E  O F T H E  S TA TE O F A L A S K A :

* Section I. The uncodified law of the State of Alaska is amended by adding a new section 

to read:

LEGISLATIVE INTEN T, (a) It is the intent of the legislature that the--provisions-of 

ihiv-Aet-wiH

11 | en^ure-it-tair-iiiid-e(|iiit;)hle-meanw*lassessingmndtaxing—Unska’s oil-and 

gas resource-x:-and
12) encourage-lhe availability to Alaska's citizens o f  affordable gas produced. 

IrnnspoiTed.-iUui-consunied within the stale:
<b) It is the intent o f  the legislature that AS 43.55.075(b). enacted In see. 414 ' o f  this 

Act. confirm In clarilicatio.n the longstanding interpretation o l  AS I3.0s.26ti by the 
Department o f  Revenue relating to the limitation o f  assessments for the production lax on oil 
and gas and conservation surcharges on oil. c o n f i r m s  In clurilicution the long-standing 
interpretation o f  AS 43 .0x200 In the Depat Intent ol Revenue.

(bj It is the intent ol the legislature that the amount of mone\ received In the ■•tale as 

a result of the retroactivity of certain provisions under s e c  f<5 ol this Act that exceeds the 

amount of im nicy the stale would have tei eiv ed if those piov isions had not taken el led until 

January I. 2 0 0 8 .  will be appropriated to the public education fund ( A s  14.1 0 1 0 ).

(c) li is the intent of the legislature that cost*, disallowed in aeeoulanee with 
AS 43.55.165(e)(6). as amended In set. 48 of  this \ u .  include cost-,, subsequent to the 
effective dale the legislature will responsibly invest the amounts received allci December H. 
'007. as the result o f  the enactment o f  this Act that exceed the amounts that would have been 
received mule: AS 13.55.011 * 43.55 .1<>5(016). inclined as a result o f  monitoring ami 
management decisions that fail to properly consider risks posed I NO. a-- those provisions ie.nl

s< SCSI III   ..... -2-
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on June 30. 2007. as il’ those provisions had been applied alter December 31. 2007. by

chHngifvg-openiliHg^SzvndmoHs^HKlH'esulHn-faikirtMtMHke-neeesMtry-acHions-io-prevent-n 

pipeline-spillHntemiption-of serv ice, or-shutdovvn.makine appropriation*, lo ihe follow inc:

( 1) the public education fund (AS 14.17.300):

(2) the htulucl rest'rvc I'uiul (art. IX . see. 17. ( ‘onstiiulion of llie Stale of

AI a s k a ) I
(3 ) lo extintiuish llie amount o f  the employers' unfunded liability in the 

teachers' del ined benelil retirement plan and the public employees' defined lienellt rctirenlent 
Ilian: and

(4) the development and intpietiicniittion ol tt lona-randc fiscal planTov'the

state.

* Sec. 2. AS 38.05.035(a) is amended to read:

(a) I he director shall

( 1) have general charge and supervision of the di\ is ion and may 

exercise the powers specifically delegated to the director: the director may employ 

and fix the compensation ol'assistants and employ ees necessary for the operations of 

the division: the director |A N I)| is the certifying officer of the division, with the 

consent of the commissioner, and may approve v ouchers for disbursements of money 

appropriated to the division:

(2 ) manage, inspect, and control state land and improvements on it 

belonging to the stale and under the jurisdiction of the div ision:

(3) execute laws, rules, regulations, and orders adopted by the

commissioner:

(4) prescribe application procedures and practices for the sale, lease, 

or other disposition of available land, resources, property, or interest in them:

(5) prescribe lees or service charges, with the consent of the 

commissioner, for any public service rendered:

(ft) under the conditions and limitations imposed In law and the 

commissioner, issue deeds, leases, or other conveyances disposing ol available land, 

resources, property, or any interests in them;

(7) have jurisdiction over state land, except that land acquired by the

---------------------------------------------------------- WORK DRAFT______   WORK DRAFT
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Alaska World War II Veterans Board and the Agricultural Loan Board or the 

departments or agencies succeeding to their respective functions through foreclosure 

or default: to this end, the director possesses the powers and. with the approval o f  the 

commissioner, shall perform the duties necessary to protect the state's rights and 

interest in state land, including the taking o f  all necessary action to protect and 

enforce the state's contractual or other property rights:

( 8 ) | R LP F .A LED
(6 )| maintain the |SLIC’II| records |AS] the commissioner considers 

necessary, administer oaths, and do all things incidental to the authority imposed: the 

following records ami files shall he kept confidential upon request o f  the person 

supplying the information:
(A )  the name o f the person nominating or applying for the 

sale, lease, or other disposal o f  land by competitive bidding:

(B )  before the announced time o f  opening, the names o f the 

bidders and the amounts o f the bids:

((.’) all geological, geophysical, and engineering data supplied, 

whether or not concerned with the extraction or development o f  natural 

resources:
( I ) )  except as provided in A S  38.05.036, cost data and 

financial information submitted in support o f  applications, bonds, leases, and 

similar items:
(I ) applications for rights-of-wa) or casements;

(I I requests for information or applications In public agencies 

for land linn |\\ I llt'l l| is being considered for use for a public purpose:

( 6 ) |< Il))| account for the fees, licenses, taxes, or other monev 

received in the administration o f  this chapter including the sale or leasing o f  land, 

identifv their source, and promptIv transmit them to the proper fiscal department after 

crediting them lo the proper fund: receipts from land application tiling lees and 

charges lor copies o f maps and records shall be deposited immcdiatclv in the general 

fund o f  the state In the director:
< 10) |(l I )| select and emplov or obtain at reasonable compensation

M sCSHH2l)0l(l ' IN)nm
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cadastral, appraisal, or other professional personnel the director considers necessary 

for the proper operation o f  the division;

(11) | ( 12 ) | he the certifying agent o f  the state to select, accept, and 

secure by whatever action is necessary in the name o f  the stale, Iv deed, sale, gift, 

devise, judgment, operation o f  law. or other means any land, o f  whatever nature or 

interest, available to the state; and be the certifying agent o f  the state, to select, 

accept, or secure by whatever action is necessary in the name o f  the state any land, or 

title or interest to land available, granted, or subject to being transferred to the state 

for any purpose:

(12) on renncsl ,  furnish records,  tiles, and o the r  informat ion 
rela ted to the admin is t ra t ion o f  AS 38.05.180 to the Depar tmen t  o f  Revenue for 
use in forecast ing s ta te revenue u nd e r  o r  admin is te r i im AS 43.55. whe the r  o r  not 
those records ,  files, and o the r  informat ion a re  reun ired to be kept confident ial  
u nd e r  (8) of this subsection: in the ease o f  records ,  tiles, o r  o the r  in format ion 
reun i red to he kept confident ial  u nde r  (8) o f  this subsect ion, the Depa r tmen t  o f  
Revenue  shall maintain the confident ia li ty that the Depar tment  o f  Natural  
Resources is requ i red to extend to records ,  files, and o the r  in format ion und e r  (8) 

of this subsect ion
|(13) RI IM.AI.I-D

(14) RI;IM:AU-I)|.

' Sec. 3. AS 38.05.036(b) is amended to read:

(h) I he Department o f  Revenue may obtain from the department information 

relating to royalty and net profits payments and to exploration incentive credits under 

this chapter or under AS 41.00. whether or not that information is confidential. I he 

Department o f  Revenue may use the information in carrying out its functions and 

responsibilities under AS 43. and shall hold that information confidential to the extent 

required by an agreement with the d'partment or by AS 3X.05.035(a)(S)

|AS 38,05,035(a)(0)|. AS 41.00.010(d), or AS 43.05.230.

See. 4. AS 38.05.036(f) is amended to read:

(f) l.xccpt as otherwise provided in this section or in connection with official 

investigations or proceedings o f  the department, it is unlawful lor a current or former

IIIUOIUi- -5- M sC Slllt 21101(1 IN) .tin |?.1 i w i i i M  .1 vMcm'rypi
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officer, employee, or agent o f  the stale to divulge information obtained by the 

department as a result o f  an audit under this section that is required by an agreement 

w ith the department or by AS 38.05.035(a)(8) | AS 38.05.035(a)(9)] or

AS 4 1.09.010(d) to be kept confidential.

*  See. 5. AS 38.05.036(g) is amended to read:

(g) Nothing in this section prohibits the publication o f  statistics in a manner 

that maintains the confidentia lity o f  information to the extent required by an 

agreement w ith the department or by AS 38.05.035(a)(8) [AS 38.05.035(a)(9)] or 

AS 41.09.010(d).

* See. 6. AS 38.05.123(1) is amended to read:

(I) As part o f  the timber sale negotiations authorized by this section, the 

commissioner may require a prospective purchaser negotiating a tim ber sale contract 

to submit financial and technical data that demonstrates that the requirements o f  this 

section have been or w ill be met. Upon the prospective purchaser’s request, the 

commissioner shall keep data provided by the purchaser confidential in accordance 

w ith the rcouircments o f  AS 3<S.(l5.035(a)(S) |AS 38.05.035(a)(9)].

*  See. 7. AS 38.05.133(e) is amended to read:

(e) Ihe commissioner may make a written request lo a prospective licensee 

for additional information on the prospective licensee's proposal. Ihe commissioner 

shall keep confidential information described in AS 38.05.035(a)(8) 

|AS  3S.05.035(a)(9)| that is voluntarily provided i f  the prospective licensee has made 

a written request that the information remain confidential.

* See. 8. AS 38.05.180(j) is amended to read:

( j) I lie commissioner

( I )  may provide for m odification o f  royalty on individual leases, 

leases un ili/ed  as described in (p) o f  this section, leases subject to an agreement 

described in (s) or (t) o f  this section, or interests un ili/ed  under AS 3 1.05

(A ) to allow for production from an oil or gas Held or pool i f

( i) the o il or gas Held or pool has been sufliciently 

delineated to the satisfaction o f  the commissioner:

( ii)  the Held or pool has not previously produced o il or

s( v (  s ||B 2 0 « l( l 'IN ) ttm
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gas lor sale: and

(iii) oil or gas production from the Held or pool would 

not otherwise he economically feasible:

(U) to prolong the economic life of an oil or gas Held or pool 

as per barrel or barrel equivalent costs increase or as the price of oil or gas 

decreases, and the increase or decrease is sufficient to make future production 

no longer economically feasible: or

(C) to reestablish production of shut-in oil or gas that would 

not otherwise be economically feasible:

(2) may not grant a royalty modification unless the lessee or lessees 

requesting the change make a clear and convincing showing that a modification of 

royall\ meets ihe requirements of this subsection and is in the best interests of the 

state:

(3) shall provide for an increase or decrease or other modification of 

the state's royalty share In a sliding scale royally or other mechanism that shall be 

baseil on a change in the price of oil or gas and mav also be based on other relevant 

factors such as a change in production rate, projected ultimate recovery, development 

costs, and operating costs:

(•I) mas not grant a rovaltv reduction fora Held or pool

(A) under ( 11( A) of this subsection if t he ri>\ ally modification 

lor the Held or pool would establish a rovaltv rale of less than live percent in 

amount or value of the production removed or sold from a lease or leases 

covering the Held or pool:

(It) under (l)(li) or (l)(( ) of this subsection if the rovallv 

modification lor the Held or pool would establish a rovallv rate ol' less than 

three percent in amount or value of the production removed or sold from a 

lease or leases covering the Held or pool:

(5) mav not grant a rovallv reduction under this subsection without’ 1 • V • •
including an explicit condition that the rovallv reduction is not assignable without the 

prior written approval, which mav not be unrcasonablv withheld. In the 

commissioner: the commissioner shall, in the prcliminarv and final findings and

111(2001 e -7- S< SCSI I It 2001 (KIN) mn
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determinations, set out the conditions under which the royalty reduction may be 

assigned:

(6) shall require the lessee or lessees lo submit, with the application 

for the royalty reduction, financial and technical data that demonstrate that the 

requirements o f  this subsection are met: the commissioner

(A) may require disclosure o f  only the financial and technical 

data related to development, production, and transportation o f  oil and gas or 

gas only from the field or pool that are reasonably available to the applicant: 

and

f i )  shall keep the data confidential under AS 3S.f)5.035(a)(S) 

|AS 38.05.035(a)(9)] at the reqi est o f  the lessee or lessees making application 

for the royalty reduction: the confidential data may be disclosed by the 

commissioner to legislators and to the legislative auditor and as directed by 

the chair or vice-chair o f  the Legislative Budget and Audit Committee to the 

director o f  the division o f  legislative finance, the permanent employees o f  

their respective divisions who arc responsible for evaluating a rovallv 

reduction, and to agents or contractors o f  the legislative auditor or the 

legislative finance director who are engaged under contract to evaluate the 

rovallv reduction, if they sign an appropriate confidentiality agreement;

(7) may

(A) require the lessee or lessees making application for the 

rovaltv reduction under ( I )(A) o f  this subsection to pay for the services o f  an 

independent contractor, selected by the lessee or lessees from a list o f  

qualified consultants compiled by the commissioner, to evaluate hydrocarbon 

development, production, transportation, and economics and to assist the 

commissioner in evaluating the application and financial and technical data; 

if. under this subparagraph, the commissioner requires payment for the 

services o f  an independent contractor, the total cost o f  the services to be paid 

for by the lessee or lessees may not exceed SI 50.000 for each application, and 

the commissioner shall determine the relevant scope o f  the work to be 

performed Ivy the contractor: selection o f  an independent contractor under this

------------------------- WORK PH.A FT ____________________ WORK DRAFT 2 5 - G I 1 0 0 1 4 '

S( s ('SUB 2IIIIKITN) mil -8-
r.-.xf n.vI’M  i  on  .) i ' W .  v x o  : r s r  t ' / w w / w ;

I Ilt2itii i,.



12

If.

17

IS

19

20

21

->•>

23

24

25

26 

27 

2S 

20 

30

-WORK DRAFT WORK DRAFT

subparagraph is not subject to AS 36.30;

(B) with the mutual consent o f  the lessee or lessees making 

application lor the royalty reduction under ( I )(B) or ( I )(C) o f  this subsection, 

request payment for the services o f  an independent contractor, selected from a 

list o f  qualilied consultants to evaluate hydrocarbon development, production, 

transportation, and economics by the commissioner to assist the commissioner 

in evaluating the application and financial and technical data; if. under this 

subparagraph, the commissioner requires payment for the services o f  an 

independent contractor, the total cost o f  the services that may be paid for by 

the lessee or lessees may not exceed SI50.000 for each application, and the 

commissioner shall determine the relevant scope o f  the work to be performed 

by the contractor: selection o f  an independent contractor under this 

subparagraph is not subject to AS 36.30:

(X) shall make and publish a preliminary findings and determination 

i.n the royalty reduction application, give reasonable public notice o f  the preliminary 

findings and determination, and invite public comment on the preliminaiy findings 

and determination during a 30-dav period for receipt o f  public comment:

(0) shall offer to appear before the Legislative Budget and Audit 

Committee, on a dav that is not earlier than 10 davs and not later than 20 days alter 

giv ing public notice under (8) o f  this subsection, to provide the committee a review o f  

the commissioner's preliminary (hidings and determination on the rovaltv reduction 

application and administrative process: if the Legislative Budget and Audit 

Committee accepts the commissioner's offer, the committee shall give notice o f  the 

committee's meeting tv. all members o f  the legislature:

(10) shall make copies o f  the preliminarv findings and determination

available to

(A) the presiding officer o f  each house o f  the legislature:

(B) the chairs of the legislature's standing committees on

resources; and

(( ') the chairs o f  the legislature's special committees on oil and

gas. i f  any:

25-0110014'
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(11) shall, within 30 days alter the close o f  the public comment period 

under (8) o f  this subsection,

(A) prepare a summary o f  the public response to the

commissioner's preliminary findings and determination:

(B) make a llnal findings and determination; the

commissioner's final findings and determination prepared under this 

subparagraph regarding a royalty reduction is final and not appealable to the 

court:

(C) transmit a copy o f  the final findings and determination to

the lessee:

(I)) with the applicant's consent, amend the applicant's lease or 

unitization agreement consistent with the commissioner's final decision; and

(E) make copies o f  the final findings and determination 

available to each person who submitted comment under (8) o f  this subsection 

and who has filed a request for the copies:

(12) is not limited by the provisions o f  AS 38.05.134(3) or (0  o f  this 

section in the commissioner's determination under this subsection.* Sec. 9. AS 38.05.275(c) is amended to read:

(e) Subsection (h) o f  this section nitty not be construed to limit the director in 

the exercise o f  authority granted by AS 38.05.035(a)( 11) | AS 38.05.035(a)! 12) |.

* Sec. 10. AS 39 .25 .110 is amended by adding a new paragraph to read:

(42) oil and gas auditor masters employed in a professional capacity 

by the Department o f  Revenue and the Department o f  Natural Resources to collect oil 

and gas revenue by developing policy, conduciionconduciing studies, dialling 

proposed regulations, enforcing regulations, and directing audits by oil and gas 

revenue auditors.

* See. 11. AS 41.00.010(d) is amended to read:

(d) I )ata derived from drilling a stratigraphie test well or exploratory well that 

is provided in the commissioner under (c)(3) o f  this section shall be kept confidential 

for 24 months alter receipt by the commissioner unless the owner o f  the well gives 

written permission to the stale to release the well data at an earlier dale. and.

--------------------------------------------------------- WORK DRAFT_____________________WORK DRAFT
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notwithstanding AS 31.05.035(c). confidentiality may not be extended beyond 

months. The provisions o f  AS 3X.()5.035(n)(N)(C) |AS 38.05.035(a)(9)(C)j apply m 

other data provided to the commissioner under (c)(3) o f  this section, except that the 

commissioner, tinder appropriate confidentiality pro\ isions and without preference or 

discrimination, may display to all interested third parties, but may not distribute or 

transfer in hard copy or electronic form, those data with respect to all land if the 

commissioner determines that the limited disclosure is necessary to further the 

interest o f  the state in evaluating or developing its land.

* See. 12. AS 4V 4543.M.v23<>|a) is amended by--adding-n-new-seetton to read:

See. 42.-45.045. Appropr ia t ions  for t h e - l ow  i n c om e -h e a t i n g—energy 
assis tance p rog ram .  (irpHy-l eln'HtH'v I each-year. the-Department ol Revenue shall 
dcimmino-whether the-Mate-received for the-general fund, during-tlve-immediately 
preceding— calendar—year, an amount—o f  money— from the—tax levied -under 
\S4V>5.<HI<e) because- the price—mdex-vulculated um le r -AS4V> 5.014(h) -was 

greater than zero. It the state received an amount o f  m on e y  because the price inde.s 
calculated under AS4-.V55.MI l(h)-wits greater than / e r o - t h e  department shall noiity 

the legislalute ol that amount.
tbt llie  legislature may annually appropriate opt" s5u.WOU.otlO »>| the-amount 

repotted under tat o f  this-section tor the low income healing-energy assistance 

program.

<ei Nothing in this section retinites that money Ire-appropriated or creates a 

dedicated fund

till I oi purposes of this section, low income healing energy assistance 

program" means the program created by . A \( 4-1.old  lo implement the federal 

I ow-lneome Home I uergy Assistance Act of 1^X1. as amended (42 I • s  < X02I vt 

setj. t.

ta) ll is unlaw ltd for a cnrienl or fmtliei ollicei. employee or a edit ol the 

•.tale to diuilge llie amount ol income or the p.u titulars >ct out or disclosed m a report 

or return made under this title, esecpt

(I) in eoimcvlioii with ollieial inve -ligation*, s pintced'tMcs ol the 

department, uhelhei jttilieial oi adminislr.iti\e in\o| \ing taxes iluy imdei this title
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(2) in connection v\ ilh official inve?tiuations_j>i proceed!nas o f  the 

diild support enforcement aacttcv. vvliotlicr judicial o J administrative. involvina child 

support obliaattons imposed or impo.sahlc under AS 2 j  or / \S  17;

( U as provided in \ S  3jt.tt5.036 pcii.tinini* lo audit functions o f  ihe 

Department cl' Natural Resources:

( 4 j as.prov_iiled.in \S  13.05.-11)5 - 43.QS.4 1)1): ;nul 

(5 i .is o ihcrvv Nc prov tiled  in th is  scctii n n r  AS  43.55.8*)1).

* See. 13. AS 43.05.230(h) is amended lo read:

(h) Ihe commissioner shall, upon request, furnish lo the Department o f  

Natural Resources copies o f  ta\ returns, reports, ami o the r  documents tiled under 

AS 43.55 o r  AS 43.65. and the Department o f  Revenue's determinations and 

workpapers unde r  those chan te r s . Ihe Department o f  Natural Resources shall 

maintain the conlidentialilv that the Department o f  Revenue is required to extend to 

the returns, reports, documents, determinations, and workpapers lurnished to the 

Department ot .satural Resources under this subsection.

* See. 14. AS 43.05.260(a) is amended to read:

(a) I xcept as provided in (c) o f  this section. |A N D | AS 43.20.200(b). and  

AS 43.55.075. the amount o f  a tax imposed In this title must be assessed within three 

vcars alter the return was tiled, whether or not a return was tiled on or after the dale 

prescribed In law. If the tax is not assessed before the expiration o f  the a p p lic a b le  

| 11IRI I -N I NR| period, proceedings mav not be instituted in court for the collection 

o f  the tax.

* See. 15. \ s  43 .55,011(e) is repealed and reenacted to read:

(c) I here is levied on the producer o f  oil oi pas a tax for all oil and pas 

produced each calendar vear from each lease or propertv in the state, less anv oil and 

pas the 'ivnership or ripht lo which is exempt Irom taxation or constitutes a 

landowner's rovaltv interest. I xcept as otherwise provided under (I), (j). ' f t  and (■•'■-) 

o f  this section, the tax is equal to the sum ol

1 11 (he production tax value o f  the taxable oil and pas as calculated 

under \ s  45.55.16(1 multiplied In pen cm. and

1 2 1 the sunt "Set all months ol the caleudai >ear. " I  the lax amounts
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calculit led1.1lo determined under (g) o f  this section.

* Sec. 16. AS 43.55.011(0 is amended to read:

( 0  Ihe lovyoftax  under this section for I ON A PRODUCER OF| oil and gas 

produced f rom louses-or- iHimeit ies- t luu include hind north o f  68 degrees North 

latitude, o ther  than oil and  tins QHul'ietiun subject to (i) nf this section and »ax 
subject to to) <>T this section. may n o t .", less than

( 1) lour percent o f  the gross value at the point o f  production when the 

average price per barrel lor Alaska North Slope crude oil lor sale on the United States 

W est Coast during the calendar year lor which the tax is due is more than $25:

(2) three percent o f  the gross value at the point o f  production when the 

average price per barrel lor Alaska North Slope crude oil for sale on the United States 

West Coast during the calendar year for which the tax is due is o \cr  $20 but not over 

$25:

(3 )  two percent o f  the gross value at the point o f  production when the 

average price per barrel for \laska North Slope crude oil Ibr sale on the I nited States 

West Coast during the calendar vear lor which the tax is due is over $17.50 but not 

o v e r $20;

(4) one percent o f  the gross value at the point o*'production when the 

average price per barrel for Alaska North Slope crude oil for sale on the I nited States 

W est Coast during the calendar vear Ibi which the tax is due is over $15 but not over 

$17.50: or

(5) zero percent of the gross value at the point o f  production when the 

average price per barrel lor Alaska North Slope etude oil for sale on the I nited States 

W est Coast during the calendar vear for which the tax is due is $15 or less

* Sec. 17. AS 43 .55 .011(g) is repealed and reenacted to read:

tg> lot  each month tot which the pi ice index determined under (It) >*i this 
section isgteniet thiiu zero the ittnouul ol tux tot pmposeso i t c M ' n d  this section is 
calculated as follows: t l )  lot ml and e.is po shkod  tioiu each lease oi propeily. lire 

nionthlv production ins value i•> «. i(entitled it* the manuci dc- inlns!  in 
\s, - t ; ss India) and <b). except that Ihe gross value at the point ol production l«a the 

month is substituted tor tile moss value at the* point ol production lot the calendar
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veH t^nd -4 -4 i!keJdhe -«pp lkx tbJem d jus tedde ttxe^ .vpend im re rH foM he -iH deH da r-ye ttr-is  

subsHUUeiM'eNlw-applieflble-aditi^tftMeflStf <?vfH.nKlitttft?fr4<^N>HHHileiyaf your: (3) the 
monthlv-prodiioiion-tax-VHlite-doiormined-undor-tiT-ol this-subseelion-irr multiplied-by 
the proyressivitv-tux-ta(e-lor-lhe-monlh—I he-proeressjvity-tu\-rule-lor-tt-mon(h-is-tho 
producl-oTTM percent multiplied by  ihe-pt'iee-inde.\-lor--tho- month-determined-under 
(hHddhkv-seetionvexcopt-that-lhe^rroyressivilv tax-ruled’or-a-moMh-may-not-e.xeeed 
2-  ̂pereentidSotvvithstundinyxmv-contrarv-provisiim-ol-A-S -kV5->rl->dr li*r purposes-ol 

eidculatine-a monildy-produetion tav-vahte-miklerHhiv-subseetion^te-yross-value-at 
the-point-okproduction-old!kM>il iUHl-gas-is-caktdaled-under-reyulaliens-adopied-by 

die department that provide Ibr-usiny-an-appropriate nuHithiy-share-ml-the-prodiicor's 

costvol transportation Tor the-calendar-year.
- -*-Sec. IX. AS-ke>5d>I | (h) is repealed-and reenacted to road:

th) I or pm po s e s -o l - < eH ' l - t h i s  -section. the price- index—for—a-month is 

calculated bv sHbtfucfiny-dtHfom ihe number-that -is-equal to the lotal-of the monthly 
produetion-tn.x vahies. as eakulated under (el  ol this section, ol-the-taxable oil and 
etts produced bv the produce* front all leases and properties in-the stale during that 
month, divided bv the total amount of taxable oil and gas produced bv the producer 
lron>-nll lea and propetli s in the state during that month, in IH l -  equivalent 
battels. I low ever.- a price index valcttlaled under this subsection may not Iv less than 

zero.
See. Iy. i; t I lie tax talc applied to the moiilhlv production tax value ol 

oil and oms under let  ol (Ins section lot each month of  the calendar vear in which the 
(ax i> levied is 22."* peucn t  pin- lor each month lor which the mmithlv average 
pioiluilioit ta\  value lot each It 11 equivalent ban el is more than

1 11 Sh) bin not more that S'li. n.o pet cent multiplied bv the uuni lvi 
that i ept c" v 111v the dil lei el lie bet w ei'U the av ei aoi product ion tax V aluc lot eaell H 11 
cquiv tie ul bancl ol I lit taxable oil and gas lor that uloin It and S lit;

i ’ i s d i  b in  not m ore llia n  S7n. the sum  o l I 2 p c ice n t and the p io d m  l 

o l <> ’  percent m u lt ip lie d  lu  the num ber that represents the d iffe ren ce  between the 

a \e u i JC p io d u iU o n  tax va lue lo r  each It I I equ iva len t barrel o l the la ib lc  o il and 

lms I'm that m onth  and \s | )

S< x <SI I It 2(IIII(I'IN> mil -II- IIIWMU*
• . f li-l I . etoi >hi li
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(3) S70 hul not more than S00. the sum o f  22 percent and llie product 

i if  (I.>5 percent j i  Hilli p lied bv llie mini I icr llml represents the difference he (ween the 

avcracc production lax val ile for each H il l  equivalent bane l o  I' the taxable oil ; ind 

cas lor dun month and S70:

(4) SOQ. (lie siiin tif 29 perceni and (lie prodtlei ol' 0,1 pcrccni 

nndliplietl h\ (he number llial represents the difference between (lie averaue 

pr<'Jtiction tax \alne for each BTU ctiuivillcili hand o f  the taxable i>il and gas for that 

month and S00. except that the sum determined under this painci'apli ma\ not exceed 

50 percent. and the total lax rate tinder this subsection ma\ not exceed 75 percent

See. IS. AS 43 .55 .011( j) is amended to read:

(j) I or a calendar year he lore 2022. the 11 () 1'AI. | tax levied by (e) | AND (g)| 

o f  this section Jor |()NJ gas produced from a lease or property in the Cook Inlet 

sedimentary basin may not exceed

(1) for a lease or property that first commenced commercial 

production o f  gas before April I. 2006. the product obtained by multipl. ing (A) the 

amount o f  taxable gas produced during the calendar year from the lease or property , 

times (If) the average rate o f  tax that was imposed under this chapter for |( )N |  

taxable gas produced from the lease or properly for the 12-month period ending on 

March 31. 2006. times (C) the quotient obtained by dividing the total gross value at 

the point o f  production o f  the taxable gas produced from the lease or properly during 

the 12-month period ending on March 31. 2006. by the total amount o f  that gas:

(2) lor a lease or properly that Hist commences commercial 

production o f  gas after March 31. 2006. the product obtained by multiply ing t A ) the 

amount o f  taxable gas produced during the calendar year from the lease or property, 

times (IJ) the average rate o f  lax that was imposed under this chapter for |ON| 

taxable gas produced from all leases or properties in the t ook Inlet sedimentary basin 

for the 12-month period ending on March 31. 2006, times ((.') the average prevailing 

value for gas delivered in the t ook Inlet area for the 12-month period ending 

March 31. 2006. as determined by the department under \S  13.55.020(f).

* See. 2 0 .1o. AS 43.55.01 l(k) is amended to read:

tk) for a calendar year before 2022. the | It) IAI | lax levied by (c) | AND
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(g)] o f  this section (or [ONj oil produced from a lease or property in the Cook Inlet 

sedimentary basin may not exceed

( 1) for a lease or property that first commenced commercial 

production o f  oil before April I. 2006. the product obtained by multiplying (A) the 

amount o f  taxable oil produced during the calendar year from the lease or property, 

times (13) the average rate o f  tax that was imposed under this chapter Jor [ON| 

taxable oil produced from the lease or property for the 12-month period ending on 

March 31. 2006. times (C) the quotient obtained by dividing the total gross value at 

the point o f  production o f  the taxable oil produced from the lease or property during 

the 12-month period ending on March 31. 2006. by the total amount o f  that oil:

(2) for a lease or property that first commences commercial 

production o f  oil after March 31. 2006. the product obtained by multiplying (A) the 

amount o f  taxable oil produced during the calendar year from the lease or property, 

times (15) the average rate o f  tax that was imposed under this chapter lor [ON | 

taxable oil produced from all leases or properties in the Cook Inlet sedimentary basin 

for the 12-month period ending on March 31. 2006. times (C) the average prevailing 

value for oil produced and delivered in the Cook Inlet area for the 12-month period 

ending on March 3 1. 2006. as determined by the department under AS 43.55.020t 0.

* See. 2120. AS 43.55.01 l(m) is amended to readrepculcd and reenacted:
(m) -Notwithstanding tiny contrary— provision o f— AN 4N.05.-4Mt(i).- 

\ s  4 1.uw.u|it. -\N 43.20.04-.C VS43.55.024. oi -4-.V55.025. tax—credits under 
AS 5X,0.s |X0<i>.-AS 44.00.010. \ s  4.C20.04.'. AS 4 v>n <>24; and 4V55.025 that are 

allocated to ga> produced from lea-e^-or properties in the Cook Inlet sedimentary 
basin and that arc available to be applied against a tax lev ied by (o) o f  this section fur 
|<)N] gas poulticed from leases or p ropones  in the ( ook Inlet sedimentary basin 
dining a calendar year may be applied only again t the lax levied by <e) ol this section 
Ini- |< ) \ |  that gas. Ihe amount by which the amount ol lax credits that are allocated 
to gas produced from leases or properties in the ( ook Inlet sedimentary basin and dial 
the poultice) would othetwiso be allowed to use lot a later calendar year or transler to 
another |Vtson exceeds the amount o f  tax credits whose application would reduce the 
tax levied bv to) ol ibis section for |<(N| that ga- to ve to,  it-any. is considered the

M  s  ( s u i t  201(1(1 IN) HIM -1 (0
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nnmunRolA^eess-tax-cU'editSrHUKl-the-evcess-tnxkredilvHre-Mtbiect-to tlv*4'ollow inm 

(4-)—fer-eut4*4ease-t r properiv-for-wvhich a4imiiaiion-iintor (j)-Ht-(k )-ol

ih is ^ c H a io n -o n -th e -lu K —le v ie d -b v  (e ) - | A \ l) - (g ) | -o l- t l> is - s o c l io n - h a s - th o -e lfo o l-o l  

re d u tM n gH he -p rod ne e iA i-ta x -b e lo v—tb e -a m o u n t-e l- ia x - lb a l-w o u k l-b e - le v ie d  iu - t l ie  

absenccM vklha6lim ilation.--the-prod teer-sball ca lcu la le  ihe -am ount-o l iha t-re du e tio m

62-)—ihe-producer-sl-a ll-ealeu lute-the-t^l: ■ihe-rediietions-calonlaled 

lUHlerAd-HdAltis^ubsca tion fbratlUffcklcHl leHsesmi-pro|>erUes:

(A-J-the-prothtoer-sh i l l a ,4m.t’-tlK,-i(nHHinl-ore\ccs‘t-tav^a'(lil-,4\s-ll»o
lo ta l-ca lt-u lated-u iu le iH -2 )-o l4h is -su l-sec lion r b u H iu i to  less than-zero-

(4-)—any-amount-of-exoess- ax-credilsHvnKuning-allor reduction under-f34-ol

(in) N»m  itlistandinti anv coiila \ provision o f  AS 38.03,180(i). AS I1.00 .010.

I S  43.55.024. o r  i ' 4 3 .025. ilk' department shall provide In regulation a method to 

ensure iliat lor a calendar vear l»r which a producer's tax liability a  limited Hi 
AS 43,55.01 i(t )  u r  |kJL lax credits otherwise available undet \ S .38.0^5.180(1). 
\S  4L00.JM0. \ S  43_.55.024. or 4 5.55.025 and allocated to oil or gas subject to llie 
limitations in AS 43.55.01 iijI and (kj are accounted lor as iluuioh the credits had 
been applied lirsl aouiiisl a ta \  liability cakulatcd without regard to the liinijalioik 
mulct \ S  J ’ 55.01 l(j) and ik) so as to reduce the lax liabilitv to the masimnm 
amount provided lor under Xs- l \ 5 \ 0 l ! ( j )  lor the production ol gas pi 
\S  13.55.01 I (k ) for the production of oil. Ihe leutilatipn must provide lot a 
reasonable method to alloeale lay eiedits to oil or gas subject to AS 4 k s rO I  Itj.) and 
(ki. < >nlv the anioimi ol a tax eiedit entaininu alter the accounting prov ided lor tinder 

this suhscction mav he used for a later calendar vear. transferred to another person, or 

applied against a tax levied lor )* > s | oil or gas produced from a lease oi property 
located anywhere in the simoon the production of oil or gas not subject to 
\ s  4 v55.UI l ( j ) “t Os) to the extent otherwise allowed mulct .ipplietible law 

governing the tax credits..

* Sec. 22. A S  4 » .55 .011 is am ended bv add ing a new subsection lo  read:

(ot Notwithstanding otltoi provisions o f  this section, lot a calendar ve.n 
before 2022. the tax levied nndei tv’ ’ ol litis section lor each 1.000 cubic leel ol gas 
or eas produced front a lease ot properly outside the ( ook Inlet sedimentary basin
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und-used-in-the stnte mnHHtot-exc1<^Mhe-iimounHilAax-4or-eacJv-l-d)00-&ubie-4<?tft--of 

gHVlbaH*KleitM4ni«ed-under-l j)(^h»f-thi* -seetioih 

-^-Seo^2-321. AS 43.55.020(a) is repealed and reenacted to read:

(a) For a calendar year, a producer subject to tax under AS 43.55.011(e) - (i) 

shall pay the tax as follows:

(I) an installment payment o f  the estimated lax levied by 

AS 43.55 .011(e) —(-yaiul li). net o f  any tax credits applied as allowed by law. is due 

for each month o f  the calendar year on the last day ol the follow ing month: except as 

otherwise provided under (2) o f  this subsection, the amount o f  the installment 

payment is the sum o f  the following amounts, less 1/12 o f  the tax credits that are 

allowed by law to be applied against the tax levied In AS 43 .55 .011(e) —(gaud <i) for 

the calendar year, but the amount o f  the installment payment may not he less than 

zero:

(A) for oil and gas produced from leases or properties in the 

state outside the Cook Inlet sedimentary basin or- not -subject u< 
\ s  43.-55.ul l(o). other than leases or properties subject to AS 43 .55 .011(f). 

the greater o f

(i) zero: or

<ii) the sunt o f 22? 5 percent and the progrcssivily lax 

rale calculated under A s 4 *.55.011(g) m ultip lied by ui the remainder 

obtained by subtracting 112 o f the , roduccr's adjusted lease 

expenditures for the calendar year o f production under AS 43.55.165 

and 43.55.170 that are deductible for the leases or properties under 

AS 13.55.160 from the gross value at the point o f  production o f  the oil 

and gas produced from the leases o r properties during the month for 

which the installment payment is calculated:

( It)  for o il and gas produced from leases or properties subject 

to AS 13.55.01 Id ) , the greatest o f

(i) zero:

( ii)  zero percent, one percent, two percent, three 

percent, or four percent, as applicable, o f  the gross value at the point o f

--------------------------------------------------------- WORK .DRAFT ______ __  ____ WORK DRAFT
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production o f  the o il and gas produced from thoseall leases or 

properties durinc the month for w hich the installment pa \m cnt is 

calculated; or

( i i i)  the-sum *>(-222.5 percent at id-1 he-pr* i gress * v i ty-tax 

rate-calciiliiicd-uiidcr—\S4:'.->5.(»l 1(g) m u ltip lieddvr-o f the remainder 

obtained by subtracting 1/12 o f  the producer's adjusted lease 

expenditures for the calendar year o f  production under A S  43.55.165 

and 43.55.170 that are deductible for those leases or properties under 

A S  43.55.160 from the gross value at the point o f  production o f  the o il 

and gas produced from those leases or properties during the month for 

which the installment payment is calculated:

(C ) for o il and gas produced from each lease or property 

subject to AS 43.55.01 l( j) .J o i (k). or-(o). the greater o f

( i ) zero: or

( ii)  the sum o f  222,5 percent and the progressiv-ily tax 

rale calculated under AS 43.55.01 Kg) m ultip lied by o f  the remainder 

obtained by subtracting K l2 o f  the producer's adjusted lease 

expenditures for the calendar year o f  production under A S  43.55.16: 

and 43.55.170 that are deductible under A S  43.55.160 for o il or gas. 

respectively produced from the lease or property from the gross value 

at the point o f  production o f the o il or gas. respectively , produced from 

the lease or property during the month loi which the installment 

payment is calculated:

(2) an amount calculated under ( I )((’ ) o f  this subsection fo r o il or gas 

produced from a lease or property subject to AS 43.55.01 l( j) .  u». or (ok) may not 

exceed the product obtained by carrying out the calculation set out in 

AS 43.55.01 I t j)( I ) or (2) oi 4 ».55.0Mi*d. as applicable, for gas or set out in 

AS 43.55.011 < k )( I ) or (2). as applicable. Ibr o il. but substituting in 

\S  15.55,01 l ( j j |  I |(A ) or (2 It A * or -I * 55.n | |(o). as applicable, the amount ol taxable 

gas produced during the month for the amount o f  taxable gas produced during the 

calendar year and substituting in AS 45.55.01 I<k )( I )(A) or (2)( A), as applicable, the

• I'). M s  < s i  l i t  211111(1 IN ) HIM
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amount of taxable oil produced during llie month for the amount of taxable oil 

produced during the calendar year:

(3) an installment payment of the estimated tax levied by 

AS 43.55.01 l(i) lor each lease or property is due for each month of the calendar year 

on Ihe last day of the following month: the amount of the installment payment is the 

sum of

(A) the applicable lax rate for oil provided under

A S 43.55.01 l(i). multiplied by the gross value at the point of pioduclion of 

the oil taxable under AS 43.55.01 l(i) and produced from the lease or property 

during the month: and

(U) the applicable tax rate for gas provided under

AS 43.55.01 l(i). multiplied by the gross value at the point of production of 

the gas taxable under AS 43.55.01 l(i) and produced from the lease or property 

during the month:

(4) am amount of lax levied by AS 43.55.011(e) - (i). net of any 

credits applied as allowed by law. that exceeds the total of the amounts due as 

installment payments of estimated tax is due on March 31 of the year following the 

calendar y ear of production.

* See. 24.22. AS 43.55.020(g) is amended lo read:

(g) Notwithstanding any contrary provision of AS 43.05.225. an unpaid 

amount of an installment payment required under (a)( I) - (3) |(a)(l) - (4)| o f  this 

section that is not paid when due bears interest (I) at the rale provided for an 

underpayment under 2b l.S.C. 0621 (Internal Revenue Code), as amended, 

compounded daily, from the date the installment payment is due until | l l l l  | 

March 31 following the c a lenda r  s e a r  o f  product ion |l)l NCRIRI I) IN 

AS 43,55.030(a)|, and (2) as provided for a delinquent lax under AS 43.05.225 after 

that March 31. Interest accrued under ( I) o f  this subsection that remains unpaid alter 

that March 31 is treated as an addition to tax that bears interest under (2) o f  this 

subsection. An unpaid amount of  tax due under (a)(4) |(a)(5)| of this section that is 

not paid when due hears interest as pro\ ided for a delinquent tax under AS 43.05.225.

* See. 25.23. AS 43.55.020(h) is amended to read:
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(h) Notwithstanding any contrary provision o f  AS 43.05.280.

(1) an overpayment o f  an installment payment required under (a)(1) -

(3) [(a)( I ) - (4)] o f  this section hears interest at the rate provided for an overpayment 

under 26 U.S.C. 6621 (Internal Revenue Code), as amended, compounded daily, from 

the later o f  the date the installment payment is due or the date the overpayment is 

made, until the earlier o f

(A) the date it is refunded or is applied to an underpayment: |. |

or

(B) I'flir-J March 31 following the calendar year of  

product ion I DESCRIBED IN AS 43.55.030(a)|:

(2) except as provided under (I)  o f  this subsection, interest with 

respect to an overpayment is allowed only on any net overpayment o f  the payments 

required under (a) o f  this section that remains after the later o f  [TIIK| March 3 1 

following the calendar v  ar of production |I)I:SC’RIBHD IN AS 43.55.030(a)] or 

the dale that the statement required under AS 43.55.030(a) is filed:

(3) interest is allowed under (2) o f  this subsection only from a date 

that is 90 days after the later o f  11111C] March 31 following the calendar vear of  

production 11)1 SCRIBI I) IN AS 43.55.030(a)] oi the dale that the statement 

required under AS 43.55.030(a) is tiled: interest is not allowed if the overpayment 

was refunded w ithin the 90-day period:

(4) interest under (2) and (3) o f  this subsection is paid at the rate and 

in the manner provided in AS 43.05.225( I ).

*  Sec. 2624. \ s  o .:v \O ..V o .ii is am ended to read:

(a ) \  p ro ducc i or o x p lq r c r j iu y  tube a |a \  c red it fo r a q u a lif ie d  cap ita l

e xpend itu re  as fo llo w  s;

l i t n o tw ith s ta n d in g  that a t.u n title d  cap ita l expe jtn liiu ie  may t v  a 

d ed uc tib le  [ease expend itu re  lo r  purposes o l ca lcu la tin g  the p ro ilu c tio n  (ax v .i Iml o f  

o il  and gas m ulct \ s  J* 55 lu l) (u j.  unless a c red it lo t that expend itu re  is taken under 

\ s  ;x .0 5 . l8 0 ( i) .  \ s  11 09.(110. AS 13.20.01* o r \ s  13.55.025, a p roducer >i 

e xp lo re r that incu ts  a q u a lif ie d  cap ita l expend itu re  may also elect to a p p ly  [ I  Ms I J a 

tax c red it against a lax  levied liv )|)l I I NI>1 KJ \ s  J* '*>.01 l(ej in the am ount **|

11 lt2UU|t‘ -21- s< SC SI 10 20111 (FIN) mil
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-WORK DRAFT WORK DRAFT

20 percent oi lin', expenditure: lion ever, not more lli:m hull'of the tax credit mav

he implied for a single ca lendar  vea r:
(2) :i producer or explorer m:iv take a credit lor a t|iialilicd capital 

expenditure incurred in connection with geological or ucoplnsical explocatinil or in 

connection will) tin cxplora i ion well only 11* llie producer or explorer t PRO VIDES TO

; DI-PAKTMI-NT. A v 1 Y\R I Ol- Till- S T A M M  I-NT K l iOUim-D UNDRR 
AS 43.55.0301:0 1QR I HI- CA I . INPAK YI-AK I OR WHIC H I III C Rl 11)11 IS 
s o r c i i n  i o  m- i a k i a . t i i i•: PRODUc i - i r s  o r  f : . \r i .o r i :k 's w r i t t i -ni 
a c ;r i :i m i \  I I

(A) agrees.  in writ ing. tn llie amdica lde  pruvisions ol
1)1.PAR I Ml \  I Ol \ A  11 RAI

12 Rl SOI RC'I.S. m  i ORI Mil 1 A M R  Ol 50 DAYS A I I I R

13 COMI’I 1 MON Ol Mil (il Ol (Kill  \ l  OR ( .MORI IYSICAI DAI A

14 I’ROl 1 S S I \ ( . OR ( OMIM 1 1 ION Ol 1 III W I I 1 . OR 50 DAN S Al M R

15 Mil s |  \ | |  Ml N |  Is 1 II 1 D.OI Mil DAM Ol t OMIM 1 1 ION \N | )  IO

16 SI HM I1 \ R IRORI IO H IM  1)1 R \R 1 Ml N 1 1)1 S( RIMINI. 1III

17 I’ROl I SSINO SI Ol 1 NCI AND RROVIDI A 1 ISI Ol DAI A S| IS

IS W  Ml Mil 1 J;
10 (H ) s n h m its  [ IO  RROVIDI |  to llie 1 )eparlineiit .4 Natural

20 Resources all «l:i 1 :i dial  >\nuld lie m i u i r c d  In lie sti hru it ted unde r

21 \S  43.55.(125(14(2) 1. Wi l l  UN ’>0 OA4S \ l l l { INI DAM Ol \
->■> Rl Ol 1 SI .  Sl'l CM 11 i n  IA SI | s .  \NC | | \RY D M  \. \ND

R Il 'o R  is  I Dl M i l  II !) I \  i \ H ) |  M ils  RARAOKARIIJ:

(3) a t:»\ credi t Ini’ ,i muddied o:>|)il;il expend i tu re  In explore lor. 
ile\eli)|>. nr  produce oil n r  gas deposi ts subject to AS 43.55.01 I (I ) i i i ; i \  mil l>e 
;i|)|)liod a g a in s t  :i l ; i \  I'd i  nil or ga s  produced from ;i lease o r  proper ly not snlijeel 

It. \ S  43.55.IH 1(1)
III I l l l \ l .  \ O l  \\  I 11 IS I 3 k \ | ) | \ (  • A W  l'R O \ | s | o \  o | 

\S  >8. M il Ml I ’ M i l  M l \ l  Ol \  \  11 RAI Rl SOI R( I s s l l  \ l  I I IO I I )  

CONI ID) N i l  \ l  M il IN IO R V U IO N  R R O V ID IP  IO  H IM  

Dl I’AR I M IN  I I \ | ) l  R M ils  R \R  M iR A I’ l I I OR III M A R S

25-GHOOI4'
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f o l l o w i n g  m i :  c o m p l e t i o n  date:. a i t i-k w h ic h  mi-:

PKPARTMKNT SIIAI.I. in'MI.ICI.Y RKKKASI- Till- INI < )RMATION 

Al I KK 30 DAYS’ 1*1 'BI.IC NO I 11 1 J,

Sec. 25. AS 43.55.023(b) is amended to read:

(b) A producer or explorer may elect to lake a tax credit in the amount o f  

2522.5 [20J percent o f  a carried-forward annual loss. A credit under this subsection 

may be applied against a tax levied bv (DUE UNDER] AS 43.55.011(e). For 

purposes o f  this subsection, a carried-forward annual loss is the amount o f  a 

producer's or explorer's adjusted lease expenditures under AS 43 .55 .165 and 

43.55.170 for a previous calendar year that was not deductible in calcnlatiim 

production lax values for that calendar year under AS 43.55.160 |AS 43.55.160(b) 

AND (e)|.

* See. 26. AS 43.33.023(d) i s amended to read:

id )  Except as lim ite d  In  ( i l  o f  th is  sec t io n , a person that is e n title d  in  take ,i 

tax cred it under th is  section , other than a ta\ credit described in (a )(3 ) of this 

section, and that w ishes lo  trans fe r the nn il,se t! c red it to  ; in*>lhcr person nr obtain a 

cash payment mav .ip p h  to the departm ent fo r I A I Iran fn a b lc  lax c red it ccrti ficatcx 

[ ( I  K i l l  K \  11 j,  \  i i a p p lica tio n  under th is  subsection in  list be in  a lo rm  proscribed 

In  the departm ent and m ust inc lude  s iipp o rtim  in fo rm a tio n  and docum enta tion  that 

the departm ent reasonably requires. I lte  departm ent sha ll e ranl oi deny an 

a p p lica tio n , o r e ra lil an a pp lica tion  a-, to  a lesser am ount than that c la im ed  and deny it 

a to the excess, not la ic i than 120 |00J days a lte r the latest o l t I ) M arch  ' I  o l the 

xear fo llo w in g  llie  ca lendar ye a r in w h ich  the q u a lifie d  cap ita l expend itu re  o r earried- 

Id rw a id  annual loss fo r  w h ich  the cred it h c la im ed  was incu rred : (2 i | l l  M il  

\  I * I * I |( \ \ |  is  R| ( 0  IR I I)  I \ | ) l  R \S  43 55.030(a) I t )  I II I \  S I M l  M l M

( ) \  OR HI I O R I M  \R (  II  M O l I I I I  M  \K  I O l I O W IM  . 11II I M I M )  \K

M  \R  | \  W IIK  I I  I I I I  O t \ l  II II l o  MM I \ l  I \ l ’ l \ D I  M R l s  l lR  ( \R R | |  |>-

I OR W A R D  W M  M I OSS | OR \ \  I I I I  11 I I I I  I R l D l I IS ( I M M I I)  W AS

l \ (  I RRI I ). | the dale the statement required under \S  43 .55 .0 3 tl( . i)  or (e) w as 

tile d  tiir 11 ic calm i lar  x ear in u li ie h jJ  te <p t: it i I i et I eapilal expenditure or eai n e i  I 

forward annual loss for which the credit is claimed was incurred: or i M Ihe dale

-------------------------------------------------------- WORK DRA F T ____________  WORK DRAFT
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l lie application was received In the department. 11', based on (lie information then 

available to il. llie department is rcasonahlx satisfied that (Ik- applicant is entitled lo a 

credit, llie dcpariment shall issue the_jipplicant tw o  IA I_ transl'erable lax credit 

c e r t i l ic a te s . each | (T K  NI K A I I | lor h a lt ’ o f  the amount o f  the credit, l lie  c re d it  

sh ow n  nn one  o l the  tw o  e c r t i l ic a tc s  is a v a ila b le  fo r  im m e d ia te  use, l l i e  c re d it  

show n on the  second o l' the tw o  c e rt if ic a te s  m av no t lie  a p p lie d  a g a in s t a tax  lo r  a 

c a le n d a r  \e a r  e a r lie r  th a n  the  c a le n d a r  ve a r fo llo w in '.! th e  c a le n d a r  v e a r in 

w h ic h  the  c e r t if ic a te  is issued, and  the  c e r l i l ic a te  m us t c o n ta in  a co n sp icu o u s  

s ta te m e n t to  i l l  a t e ffe c t. A c c r l i r .alc issued tinder this subsection docs not expire.

Sec. 27. AS 43.55.02 v(cj is amended to iv;id:

( i - \  person to w h ich  a iraosforaMc tax credit cerlilTcitte is issued under (d) 

ot this section tua\  transfer the certilieate to another person, and a transferee mav 

lurther transler ills' cerlilicate. Subject to the limitations set out in (a) - (cl) 1(a) - (c)| 

ol this see t i »n. and notwithsunulinu a in action the department max take with respect 

to the applicant under (e) ol this section, the owner ol a certificate max flppjv (he 

c red il tvr a non io not' the e red it shown on t he cert illeate on! \ aeainst a tax levied In 

(D l I I \ l ) l  KJ \S  43.55.01 1(e). Iloweyer. a eiedit 4nn\n on a transferable lax 

ciedit certificate wax not he applied to reduce a transferee's t«.t.iI ta \ liahiliix 11)1 M  

under \ x  13.55.01 1(c) fo r [<>\J oil and eas produced during a ealendai \ear to less 

than St) percent ol the las that would otherwise he due without appUiiie that credit 

\ in  portion id a credit not used under this .uhsecliou max he applied in a I.iter 

peri« ul.

See. 2N. AS 43.55.023(i) is amended to read:

(i I I or the purposes o f  this section.

( I ) a producer's or explorer's transitional investment expenditures are 

the sum o f the expenditures the producer or explorer incurred after March 31. 2001. 

and before A pril I. 2006. that would be qua lilicd  capital expenditures i f  thex were 

incurred after March 3 1. 2006. less the sum o f the pax meats or credits the producer or 

explorer received before A pril I. 2006. for the sale or other transfer o f  assets, 

including geological, gcoplnsieal. or well data or interpretations, acquired In the 

producer or explorer as a result o f  expenditures the producer or explorer incurred

-------------------------------------------------------- WORK DRAFT_____________________WORK DRAFT

M _s< M  | It 211(11 (h IN ) him -24- II l»2oou-
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before April I. 2006. that would be qualified capital expenditures, if they were 

incurred alter March 31. 2006:

(2) a producer or explorer that did not have commerc ia l product ion 
o f  oil o r  t>as from a lease o r  p roper ty  in the s ta te before . l annu rvApn l  1. 
20082(11)0, may elect to take a tax credit against a tax levied hv |DUE UNDER| 

AS 43.55 .011(c) in the amount o f  20 percent o f  the producer's or explorer's 

transitional investment expenditures, but only to the extent that the amount does not 

exceed 1/10 o f  the producer's or explorer's qualified capital expenditures that werearc 
ilielirred after—'March -31.-2006.—and-be fore -danu t i rv -1—2008-LARI—I-N( I-RR14) 

L)l-iRLN(4 I III ( A t  I NDAK-Y4 AR4-LMAV IIICLI-I LIE CRI L)L1MS I A kl N a m  ing 

the calendar year lor which the credit is taken:

(3) a producer or explorer may not take a lax credit for a transitional 

investment expenditure

(A) for any calendar year after ( f i l l  I.ATER OL

(i)| 2013: |OR

(ii) MIL SIXTH CALENDAR YEAR ALTER Till: 

CALENDAR YEAR LOR WHICH 1111: PRODUCER I IRS I 

APPLIES A C Rl 1)11 UNDER I IIIS SUBSECTION AfiAINS I A 

TAX Dl L UNDER AS 43.55.011(e). II I DE PRODUCER Dll) NO I 

HAVE COMMI RCIAI PRODUCTION Ol Oil OR (iAS I ROM A 

I I ASI: OR PROPERTY IN I III: STA'I I: HI LORI; APRIL I. 2006:|

(II) more than once: or

(C) if  a credit for that expenditure was taken under 

\ s  38.05.180(i). AS 4 1.00.010. AS 43.20.043. or AS 43.55.025:

(4) notwithstanding (d). (e). and (g) o f  this section, a producer or 

explorer may net transfer a tax credit or obtain a transferable lax credit certilieate for 

a transitional investment expenditure.

* See. 2820. AS 43.55.023 is amended hv adding a new subsection to read:

(/> Notwithstanding the limitation on the Use ol a trattslerable lax credit Iw it 

iittnsl'eiec under (e) of ibis section and subject to appropi iations mndc by law. if and 

lo the extent that purchase ol liansleiabie lax ctodils by the \laska Retirement

--------------------------------------------------------- WORK D R A F T _____________ WORK DRAFT
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-WORK DRAFT W O R K  D R / '  F T

Mfmagem<mt43oHHJ-ls-iWtheriy.ed by-law-nhe-depafmitfnt-*hall-is sue-tH:\ ish-wfund-to 

the—Alasku-dletiwrneni-Manngemenl-Bonrd- for-H-trnusferable -tax-eredil-oBg-inally 

issuedAe-n-perM>n-undor-(dH>l-this-xctTion-and-purc-hased4>\-lhe-AJaska- Retirement 

‘vlanacement-Boardt/) An emits that is exempt from taxation mulcr this chanter mav 

not appl\ II )r a transfer;! hie tax civ Jit certificate.

* See. 2-930. AS 43.55.025(a) is amended to read.

(a) Subject to the terms and conditions o f  tins section, a credit against the 

production tax levied bv |DUI: UNDHR] AS 43.55.011(e) or|< >R (f-))J is allowed lor 

exploration expenditures that qualify under (b) o f  this section in an amount equal to 

one o f  the following:

(1) 30 (20j percent o f  the total exploration expenditures that qualify 

only under (b) and (c) o f  this section:

(2) 30 (20( 01 R C R \ I percent o f  the total exploration expenditures 

|I OR WORK PHRFORMFD BHFORHJULY I. 2007. AND] that qualify only under

(h) and (d) o f  this section:

(3) 40 percent o f  the total exploration expenditures that qualify under

(b). (c). and (d) o f  this section1 or

(4) 40 percent o f  the total exploration expenditures that qualify only 

under (h) and (e) o f  this section.

* See. 30.31. AS 43.55.025(b) is amended to read:

(h) lo  qualify for the production tax credit under (a) o f  this section, an 

exploration expenditure must be incurred for work performed |ON OR| alter 

December 31. 21H»>200~ IJUI Y I. 20031. and before July I. 2 0 1 6 .11 XC l PI IIIA I 

AN IvXIMORATION I.XPFNDITURIi FOR A COOK INI.I-T PROSPFCT MUSI 

HI. INCURRFD IOR WORK PFRFORMFI) ON OR AF H R JULY I. 2005.| and

(1) may be for seismic or other geophysical exploration costs not 

connected with a specific well:

(2) if for an exploration well.

(A) must be incurred by an explorer that holds an interest in 

the exploration well for which the production tax credit is claimed:

<R) may be for either a |AN Oil OR (iAS l)ISCOVFRY|

st sj SUB 200KFIN) ..m -26- 1 II1 2 II I I I  «•

Ui'W iV '.'.l 1//I Ji -l I I t in t lOKLb rK t' . » : r  i-«A i> i

25-GI10014
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* —
well that encoun te rs  an oil o r  tins cleposit or a dry hole: [AND]

(C) must he lo r n well that has bcc»n completed, suspended ,  
o r  abandoned  unde r  AS 34.05.030 at the t ime the exp lo re r  cla ims the tax 
credit  u nde r  (0  of this section: and

(I)) must he for goods, services, or rentals ol' personal 

properly reasonably required for the surface preparation, drilling, easing, 

cementing, and logging o f  an exploration well, and. in the case o f  a dry hole, 

for the expenses required for abandonment if the well is abandoned within 18 

months after the date the well was spudded:

(3) may not be for [TESTING. S I IMULATIQN. OR COMPLETION 

COSTS: | administration, supervision, engineering, or lease operating costs: 

geological or management costs: community relations or environmental costs: 

bonuses, taxes, or other pas m ens to governments related to the well: costs. including 
repa i r s and replacements ,  arising from o r  associated with - f r a u d— wilful 
m iseomliiei. gross negligence. c r iminal  negligence. o r  violation o f  law, inc luding 
a v iolatioa o f  33 I .S.C. I310<c)( 1 thealtli. safety, o r  e a \ i r o am en t a l  s ta tutes o r  
1321(b)(3) (Clean Wa te r  Act (.regulat ions: or other costs that are generally 

reeogni/ed as indirect costs or financing costs: and

(-1) may not be incurred lor an exploration well or seismic exploration 

that is included in a plan o f  exploration or a plan o f  development for any unit 

on before Mav 14. 2UU3 j( >\ M U  13. 2003 J.
* See. 31.32. AS -13.55.025(c) is repealed and reenacted to read:

(c) lo  he eligible for the 50 1 percent production tax credit authorized by

(a)(1) o f  this section or the 40 percent production tax credit authorized by (a)(3) o f  

this section, exploration expenditures must

(I) quality under (b) o f  this section: and

(3) Iv lor an exploration well, subject to ilk following:

(A) before spudding the well.

(i) the explorer shall submit to the commissioner o f  

natural resources the information necessary to determine whether the 

geological objective o f  the well is a potential oil or gas trap that is

2 5 -0 1 1 0 0 1 4
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-WORK DRAFT . . AF

distinctly separate from any trap that has been tested by a preexisting 

well: and

(ii) al-dte-time-oMK^requesl^w-a-detmninittiBn-iindeF 

(i-R—the—commissioner—o f—natural - resources -may—request—Trout—fhe 

eriplorer-tbat-speeilie-data-setST-aneillary-data-and-reports-ineluding-all 

resultsr-inul-eopies-of-data-eolleeteil-and-dala-itnitlyses-loi-tbe-well-bo 

providod-to-the-4-)epartment o f -NflUiraM^esourcos-upon-oompletioiv-of 

the—w-elk—in—this—stibparagrnplk—well-dala—includes—all -analyses 

conducMed on-physicaf-mnterial.-und-welf-logs-collecled-fronwhe-vvell 

nnd-sample-HFialysesMesiing-geophysicnl-and velocuty-data-UKduding 

vertical seismic—proltles-and-cdiecT;—shot—surveys^—testing—data and 

analyse*—age—data:—geochemical—analyses:—ond-accesv-Ut—tangible 

materiakHnu!

(iii-f-the eomniissioner o f  natural resources must make 

an affirmative determination on whether the-gc* logical-objective ■*!' 

the well is-a potential oil or-gas trap that is-disiinctly-separate ti«>ni any 

trap that-has been lestcd-by a-preexisting-woll and what inl'ormation 

under tii) must be submitted alter completion, abandonment.- or 

suspension under AS 31.05.0.0k|uestiou: the commissioner o f  natural 

resources shall decide whether to make that determination within 60 

days alter receiving all the necessary information from the explorer 

and based on the information received and on other information the 

commissioner ol natural resources may consider relevant:

(It) for an exploration well other than a well to explore a Cook 

Inlet prospect, the well must be located and drilled in such a manner that the 

bottom hole is located not less than three miles away from the bottom hole of 

a preexisting well drilled lor oil or gas. irrespective of whether the preexisting 

well has been completed, suspended, or abandoned;

(C) after completion, suspension, m abandonment or 

suspension mulct \ s  ’*1.05.030 o f  the exploration well, the commissioner o f  

natural resources must determine that the well was consistent with

st s C M  I It 2IKIMI IN) it 111 -28- 11K200U-
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«duev4ngadcqualclv achie \ed  the explorer's stated geological objective.

* Sec. 32.33. AS 43.55.025(0 is amended to read:

( 0  For a production tax credit under this section.

(1) an explorer shall, in a form prescribed by the department and4 

except for a credit under (/) o f  this section, within six months o f  the completion o f  

the exploration activity, claim the credit and submit information sufficient lo 

demonstrate to the department's satisfaction that the claimed exploration expenditures 

qualify under this section: in-add it ion—the-explorer-shnll -submit-information  

neeessmv-for the eominissioner o f  natural-resources-to evaluate the-validitv ol 

the--explorer's--compliance with th e -m tn im n e n ls  of-lliis section:

(2) an explorer shall agree, in writing.

(A) lo notify the Department o f  Natural Resources, within 30 

days after completion o f  seismic or geophysical data processing, completion 

o f  | A | well drilling. or filing o f  a claim for credit, whichever is the latest, for 

which exploration costs are claimed, o f  llie dale o f  completion and submit a 

report to that department describing the processing sequence and providing a 

list o f  data sets available: |IF. UNDER (c)(2)(H) OF THIS SECTION, AN 

EXPLORER SUMMITS A CLAIM FOR A CREDIT FOR EXPENDI11 IRKS 

FOR AN EXPLORATION WELL THAI IS LOCATED WITHIN THREE 

MILI.S OF A WELL ALREADY DRILLED FOR OIL AND CAS. IN 

ADDITION TO 'NIL SUBMISSIONS REQUIRED UNDER (I) OF 11 IIS 

SUBSECTION, THE EXPLORER SIIAI L SUBMII Fill. INFORMATION 

NECESSARY FOR THE COMMISSIONER OF NATURAE RESOURCES 

IO EVALUATE; NIL. VALIDITY OF I III EXPLORER'S CLAIM TIIAF 

IIII-: WELL IS DIRECTED A l a  DISTINCTLY SEPARATE 

EXPI.ORA'I ION TARGET. AND MIL COMMISSIONER OF NA'I URAL 

RESOURCES SHALL. UPON RECEIPT Ol ALL EVIDENCI 

SULTICIENI IOR HIE COMMISSIONER TO EVAI.UAIE. f il l  

EXPLORER’S CLAIM. MAKE 111A I Dl TERMINATION WITHIN 60 

DAYS: |

(B) In provide tn the Department ol Natural Resources, within

11112*011 »•
i ,  t  I
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30 days after the date o f  a request, unless a longer per iod is provided hv the 
Department  o f  Nat urn I Resources,  specific data sets, ancillary data, and 

reports identified in (A) o f  this paragraph; in this subp a r ag r aph .
(i) a seismic o r  geophysical da ta  set includes the 

da ta  for an ent i re seismic survey, i r respect ive o f  whe the r  the 
survey mens cove ra rca covers nonstate land in addi t ion to s ta te 
land o r  land in a unit in addi t ion to land outs ide a unit;

(ii) well da ta  include all derivat ive products ,  results, 

and copies o f  da ta  collected and  da ta  analyses for the well: well 
logs: sample analyses: geophysical and \e loci tv da ta  including 
vertical seismic profiles and cheek shot m iiv c v s : and tangible 
mater ia l  including. for each whole core collected, a lengthwise cut 
sl:ih ilial is al least 1/3 i>f ilic whole core volume, and 
representat ive samples ,  as specified hv the Depar tment  nf \ a t i ' ‘ aj 
Resources,  o f  oi lier gaseous. liipiid. nr solid mate r ia l  collcctc, 

from dri ll ing or testing the well:
( O  that, notw ithstanding any provision o f  AS 38. information 

provided under this paragraph will he held confidential by the Department o f  

Natural Resources

(i) in the ease o f  well da ta ,  until the expi ra t ion of  the 
2-l-monlh per iod of  confident iali ty descr ibed in AS 31.(IS.035(c) K 
without extension, a Her winch llie Depar tmeiP of Natural  
Resources II OK 10 YhARS IO l . lO W IN G  Till !  COMPM-TION 
DA I H|. al which lime the Detuir tment of Nntnrnl Resources | A I 
Wl l l t  II 11 \  11 I HAT Dl PAR IMI-NTI will release the information 
after 30 days' public notice unless, in the discret ion of  the 
commissioner  of na tu ra l  resources , it is necessary to 
p ro tedw i lhho ld  the well da la  in o rd e r  to avoid disclosing 
informat ion relat ion to the valuation o f  nnleascd ac reage in the 
same vicini ty, o r  unless tin* well is on pr iva te  Innd mid the owner ,  
including the lessor lint not the lessee, ot the oil and gas resources

--------------------------------------WORK DRAFT_________   WORK DRAFT 25-G II00IT
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hns-not-»iven permissionCo-relcnscthe-well -dntn;
(ii) in the case o f  seismic o r  oi lier geophysical da ta ,  

o th e r  than seismic da ta  acqu i red In' seismic explorat ion subject to 
(/) o f  this section, for 10 years following the complet ion date ,  at 
which t ime the Depar tmen t  o f  Natura l  Resources will release the 
informat ion a f t e r  30 (lavs' publ ic notice. except-ns- to seismic o r  
o t h e r - g e o p h v s i c a l - d a tn n eu u i r e d - i y om  -p r iva te - lnmfr -un le s s - the  
ow-ner. -inclnding--n—lessor- lmt-  not -a-lessee,—o f - t h e - o i l - a n d - g a s  
resoarees- in t h e -p r i v a t e  In ml—gives—permission— to--release- the 
seismic-or o the r  geophysical d a ta  associated with the-private--land:

(iii) in tlie case ol .seismic da ta  obta ined hv seismic 
explorat ion subject to (/) o f  this section, only until the expirat ion ol' 
30 tlavs' public not ice issued on or a l t e r  the da le  the produc t ion 
tax credi t  cer t i l ieate is issued unde r  (5) of this subsec t ion :
(3) i f  more than one explorer holds .in interest in a well or seismic 

exploration, each explorer may claim an amount o f  credit that is proportional to the 

explorer's cost incurred:

(4) the department may exercise the fu ll extent o f  its powers as though 

the explorer were a taxpayer under this title, in order to verify that the claimed 

expenditures are qualified exploration expenditures under this section: and

(5) i f  the department is satisfied that the explorer's claimed 

expenditures are qualified under this section and that all da ta  reunired to l>c 
xiilmiittcd t inder  this section have been snl imil ted . the department shall issue to the 

explorer a production tax credit certilieate for the amount o f  credit to lie allowed 

against production taxes levied l>v AS 43.55.1111(c) o r  (ft: the credit  is avai lable lor 
immedia te  use: nolw i thstanding anv con t ra ry  provision of  AS 3X, AS 111.25.1(H). 
o r  AS 43.05.2311. the following informat ion is nul confident ial:

(A) llie explo rer ' s  name:
( It) the da te  o f  the applieal ion:
(( ) llie location of the well o r  seismic explorat ion:
(I)) the da te  o f  the d epa r tmen t ' s  issuance of the cert if icate;

111121)11 le *31- SC SCSIIIt 21)0I(I'IN) mu
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and

(K) the dale on which the information required to he 

submitted under this .section will be- released (DUE UNDER 

AS 43.55 .011(c) OR (0J.* See. 33;34. AS 43.55.025cl:) is amended to read:

(u) An explorer. o ther than an entity  llia l is exempt from  taxation under 

this chapter, mav transler. coin ex. or sell its production tax credit certilieate to am 

person, and anv person who recci\es a production lax credit cer t ilieate mav also 

transler. u «tVcy. j i r  sell the cerlilicate.

- Sec. 35. .AS 43.55.025(h) is amended to rend:

lh) _ \ producer that purchasesji protitiCHOP 111\  eredi 1 certilieate ma\ applv

the credits nuninsi its production las levied hv [ I IA Ml I I I V 1 Nl )l 'R|

AS 43 .55J ) IJ(cj [()R ( f ) | . Regardless o f  the price llie prodtteer ptiid lor the 

certilieate, the producer mav receiven creditnuainsi its production uix (lability lor llte 

lull aiHptinl ol'llie credit, bin lor not nj_p.iv than the amount for which the cerlilicate is 

issued. A production tax credit uljowcd under this section may not be applied more 

than once.

See. 36. AS 43.55.025(i) is repealed and reenacted to read:

(i) For a production tax credit under this section.

(1) a credit max not be applied lo reduce a taxpayer's tax liab ility  

under AS 43.55.011(e) or 10  below zero for a calendar y ear: and

(2) an amount o f  the production tax credit in excess o f  the amount that 

may be applied for a calendar year under this subsection may be carried forward and 

applied against the taxpayer's lax liability under AS 43.55.011(e) oi ( I)  in one or more 

later calendar years.

* See. 34.3". AS 43.55.025(k) is amended by adding a new paragraph to read:

(4) "preexisting w e ll" means a well that was spudded more than 540 

days but less than 35 years before the date on which the exploration well lo which it 

is compared is spudded.

* Sec. 35.38. AS 43.55.025 is amended by adding a new subsections subsection to read:

(/) Subject to the terms and conditions o f  this section, i f  a claim  is tiled under

x( N ( Milt 2001(1 IN) uni
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(0( I) o f  this section before January I, 2016. a credit against the production tax levied 

by AS 43 .55 .011(e) oH-f) is allowed in an amount equal lo live percent o f  an eligible 

expenditure under this subsection incurred for seismic exploration performed before 

July 1. 2003. To be eligible under this subsection, an expenditure must

( 1) have been for seismic exploration that

(A) obtained data that the commissioner o f  natural resources 

considers to be in the best interest o f  the state to acquire for public 

distribution: and

(13) was conducted outside the boundaries o f  a production unit: 

however, the amount o f  the expenditure that is otherwise eligible under this 

section is reduced proportionately by the portion o f  the seismic exploration 

activity that crossed into a production unit: and

(2) qualify under (b)(3) o f  this section.

(nH- SubjecH* > appropriations -made- by- Javrrif and to dte'e.vlent-lhut-pHtvhuxe 

ofiriHtslbrahlc-tax c-rcd il*r4>y-tho-Alaska Retirement Management Hoard ds-authori/ed 

by-law . the-departmeitt shall—issue it—cash—refund to -the—Alaska—Retirement 

Management Hoard lor it transferable tax--credit--originally issued lo-an-o.vplorcr under 

(It o f  this section and purchased In- the Alaska Retirement Management Hoard.

* See. 36.3V. AS 43.55.030(a) is amended to read:

(a) A_ p roduce r  that produces oil o r  gas from a lease o r  p rope r ty  in the 
s ta te du r ing  a c a lenda r  year,  whe the r  o r  not n iiv tax payment  is due unde r  
AS 43.55.0211(a) lo r that oil ot gas . | f il l  IN-RSON PA VIMC i II III IAN | shall llie 

with the department on March 3 1 o f  the follow iug Near | l ( ) l  LOWING INI 

( Al.KNDAR YHAR IOR WHICH Nil I AX WAS II iVII l)| a statement, under 

oath, in a form prescribed In the department, giving, with other information required, 

the following:

( 1) a description o f  each lease or property from which | 11II | oil or  
|A N I) | gas was |WI Rl | produced. In name, legal description, lease number, or 

accounting codes assigned In the department:

(2) the names o f  the producer and, if dif ferent , the person pay ing the

lax, if anv:

---------------------------------------------------------WORK DRAFT_____________________WORK DRAFT 2 5 -0 1 1 0 0 1 4 '
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(3) the gross amount ol'oil and the gross amount ol’gas produced from 

each lease or property, and the percentage o f  the gross amount o f  oil and gas owned 

by the fLACI l| producer (FOR Wl IOM THE TAX IS PAID]:

(4) the gross value at the point o f  production o f  the oil and o f  the gas 

produced from each lease or properly owned by the | FACT 11 producer and the costs 

of  transportation o f  the oil and »as [FOR Wl IOiVI Tl IF TAX IS PAID];

(5) the name o f  the first purchaser and the price received for the oil 

and for the gas. unless relieved from this requirement in whole or in part by the 

department: |A N D |

(6) the producer's Qualified capital expenditures, as defined in 

AS 43.55.023. other lease expenditures |AN D ADJUSTMENTS AS 

CALCULATED] under AS 43.55.165. and adjustments or other payments or 

credits under AS 43 .55 .17(1:

AS 43.55.160:

(7) the production tax values o f  the oil and tias under

(8) anv claims for tax credits to be applied: and

(9) calculations slum ini; the amounts. if anv. that were or are due

under AS 43.55.020(a) and interest on anv underpayment or overpayment

[AS 43.55.160 -43.55.170].

* Sec. 37.40. AS 43.55.030(d) is amended to read:

(d) Reports repaired under this section 113V OR ON HLIIAI.I OF Mil. 

PRODUCER! are delinquent the first da\ following the da\ the report is due. The 

person reunired to file the report is liable for a penalty, as determined hv the 

department under standards adopted in regulation hv Ihe department, id' not 

more than S i .000 for each dav the person fails to llie the report at the time 

reunired. I he penalty is in addition to the penalties in AS 43.05.220 and 

43.05.290 ami is assessed, collected, anti paid in the same manner as a tax 

deficiency under this title. In this subsection, "report" includes a statement.

* Sec. 3 8 .4 1. AS 43.55.030 is amended In adding new subsections to read;

(e) An explorer or producer that incurs a lease expenditure tinder 

AS 43.55.165 or receives a payment or credit under AS 43.55.170 during a calendar

25-GI10014'
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year but does not produce oil or gas from a lease or property in the state during the 

calendar year shall llie with the department on March 3 1 o f  the following year a 

statement, under oath, in a form prescribed by the department, giving, with other 

information required, the following:

(1) the producer's qualified capital expenditures, as defined in 

AS 43.55.023. other lease expenditures under AS 43.55.165. and adjustments or other 

payments or credits under AS 43 .55 .170: and

(2) if the explorer or producer receives a payment or credit under 

AS 43.55.170. calculations showing whether the explorer or producer is liable for a 

lax under AS 43.55.160(d) or 43 .55 ,170(b) and, if so, the amount.

(I) The department may require a producer, an explorer, or an operator o f  a 

lease or property lo llie monthly reports, as applicable, o f

( 1) the amounts and gross value at the point o f  production o f  oil and

gas produced:

(2) transportation costs o f  the oil and gas:

(3) am unscheduled interruption of. or reduction in the rale of. oil or 

gas production:

(4) lease expenditures and adjustments under AS 43.55.165 and

43.55.170:

(5) joint interest billings:

(6) contracts for the sale or transportation o f  oil or gas:

(7) information and calculations used in determining monthly 

installment payments ofestimated tax under AS 43.55.020(a): and

(8) other records and information the department considers necessary 

for the administration o f  this chapter.

* See. 30.42. AS 13.55.040 is amended to read:

See. 43.55.1140. Powers of Department o f  Ucvenuc. I xcept as provided in 

AS 43.05.405 - I v05.499. the department may

( I ) require a person engaged in production and the agent or employee 

o f  the person, and the purchaser o f  oil or gas. or the owner o f  a royalty interest in oil 

or gas to furnish, whether In the tiling id’ regular statements or reports or otherwise.

I I K M I I h - -35- M N (SI I It 2001 (t-IM mill
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additional information that is considered by the department as necessary to compute 

the amount o f  the lax; notwithstanding any contrary provision o f  law, the disclosure 

o f  additional information under this paragraph to the producer obligated lo pay the lax 

does not violate AS 40.25.100(a) or AS 43.05.230(a); before disclosing information 

under this paragraph that is otherwise required to be held confidential under 

AS 40.25 .100(a) or AS 43.05.230(a), the department shall

(A) provide the person that furnished the information a 

reasonable opportunity to be heard regarding the proposed disclosure and the 

conditions to be imposed under (13) o f  this paragraph; and

(13) impose appropriate conditions limiting

(i) access to the information to those legal counsel, 

consultants, employees, officers, and agents o f  the producer who have 

a need lo know that information for the purpose o f  determining or 

contesting the producer's tax obligation; and

(ii) the use o f  the information to use for that purpose;

(2) examine the books, records, and liles o f  the (SI JC'I I A| person;

(3) conduct hearings and compel the attendance o f  witnesses and the 

production o f  books, records, and papers o f  any person; | ANI) |

(4) make an investigation or hold an inquiry that is considered 

necessary to a disclosure o f  the facts as to

(A) the amount o f  production from anv oil or gas location, or 

o f  a company or other producer o f  oil or gas; and

(13) the rendition o f  the oil and gas for taxing purposes:

(5) m m  ire a p roducer ,  an explorer ,  o r  an ope ra to r  of a lease or  
p roper ty  lo llie repo r t s  and copies of  records that the depa r tmen t  considers 
necessary to forecast s ta le revenue u nde r  this chap te r :  in the ease of repor t s and 
copies o f  records rela tion to proposed, expected, o r  approved unit expend i tures 
for a unit for which one o r  more  work ing interest  owners o the r  than the 
op e r a to r  have au thor i ty  lo app rove  unit expendi tures ,  the reunired repor t s and 
copies of records  a r e  limited to those report s o r  copies of records that const i tute 
o r  disclose comnninic .i l ions between the ope ra to r  and the workint! interest

--------------------------------------------------WORK DRAFT_______ ____________ WORK Dll A FT
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owners re la t ing to unit budget m a t t e r s ; a n d
(6) reun i t e  ;i p roduce r  dial has an average total produc t ion  in (lie 

s ta te of more  th;m 100.000 h a n d s  a dav lo r ;i c a lenda r  vea r  lo report  (lie gross 
value at the point o f  produc t ion o l d i e  p roduce r ' s  t;iv;ihie oil ;in<l gas in llie sl;ile 
lor  a c a lenda r  yea r  and the tutu I amoun t  of lease expend i tures in the s ta le lor 
t ha t c a lenda r  vear : mid

(7) assess against a person requ i red und e r  this section to file a 
report ,  s ta tement ,  o r  oi lier document  a penal ty , as de te rm ined hv the 
dep a r tm en t  und e r  s t a n d a rd s  adopted in regulation l)v the depa r tmen t ,  o f  not 
more  than S I .1)00 for each dav the person fails to tile the repor t ,  s ta tement ,  o r  
o th e r  documen t  a f t e r  notice hv the d epa r tmen t ;  the penal ty is in addi t ion to any 
penalt ies und e r  AS 43.05.220 and 43.(15.291) and is assessed, collected, and paid 
in the same m ann e r  as a tax deficiency unde r  this title: the penal ly shall hea r  
interest  at  the r a te  specified und e r  AS 43.05.225(1).

* See. 4 ( 1 ; ^  AS 42.55 is amended by adding a new section to read:
See. 43r5>.<l55i-4?enal ty lor unders ta temen t  o f  lav—(uHu-uddition-lo oilier 

penalties-prescribed- by4aw. il-lhereds a substantial underMulcmenR4-tuv-re>.|iiircd to 

be shown on-a-slHtemeni-rei|tiired under \S42.554)20(a).-ihere shall-be-added-to-the 

lav an~uinoiiul-ei|ual-lo lo  percent o f  the siibsiantial-undcrslatemeni-of-tav.

(b) In addition to other penalties prescribed4\v law.-il'-there-is-a—gross 

understatement—o f-ta v  required to -b e  shown on a statement—-reunited—tinder 

ASd2.'*>.o20(ai. there shall be-addt'd to the lav an amount equal to-20-percent o*'the 

gross uiulcrstateinent o f  lav.

(c >—In addition to the penalties imposed under tai ot—4b> <4' this-section. a 

person who has maile a substantial or gross understatement -of lav is liable lo the state 

lor the reasonable-costs ol the state's enforcement action, including auditing costs.

(d) I or purposes o f  this section.

1 11 it substantial understatement o f  lav for anv calendar year evists if 

the amount o f  the undeistatement lor the calendar -year-exceeds the-lesscr-ol l<> 

percent o f  the lav reunited to I v  shown on the statement for the-calendar -year or 

SIO.OOIMHIU:
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(-2-)—H^R»sH^inderstHtemenH>f-iax-lbr-tfny-eudendiH-yeai-exists-if-thtf 

nmounHd4heHmdei^tatemenMmHhwcaleodar-year-i*xoeeds-the4esser-o f  20 -percent-et 

tbe^ttx-R'qtHicd^^i^htrwrv^Hhe-stalemeni^oRdte-ealendat^ar-or-^ ft.OOtTQflfe

f^T^mdmltrttmienl^nettns-^be-Hmounl-by-wbieb-thtKttx-reqHired-to 

he-tihevriM)nllie-sUitei>ivnl-4UiMlHL-valeinlai:-ytiatL-e.xetitifck-4heh-rtin('>uiU-Bl:-thv-la-x 

ivpHrted-as-tliie-hy-!he-{it\payei-iis-*rlwwn on-lbe-statementr 

■ ■ -̂Secv-ll—A-S -13-3-5 is-a mended- by-add i ng- now seetions-to rcad:-

Seo.-43.55.075. Limitation on assessment and amended returns, (a) fxcept  

as provided in AS 43.05.260(c). the amount o f  a tax imposed by this chapter must be 

assessed within six loin; years alter the latest return was filed.

(b) A decision o f  a regulatory agency, court, or i liter body with authority to 

resolve disputes that results in a retroactive change lo a lease expenditure, to an 

adjustment to a lease expenditure, to costs o f  transportation, lo sale price, lo 

prevailing value, or to consideration o f  quality differentials relating to the

15 commingling o f  oils has a corresponding effect, either an increase or decrease, as

applicable, on the production tax value o f  oil or gas or the amount or availability o f  a 

lax credit as determined under this chapter, for purposes o f  this section, a change to a 

lease expenditure includes a change in the categorization o f  a lease expenditure as a 

qualified capital expenditure or as not a qualified capital expenditure. The producer 

shall

( 1) within 60 dass alter the change. nolil\ the department in writing:

and

(2) within 120 days after the change, lile amended returns covering all 

periods affected In the cTiange. unless the department agrees otherw ise or a stay is in 

place that affects the tiling or payment, regardless o f  the pendency o f  appeals o f  the 

decision.

(c) If an alteration in or modification o f  a producer's federal income lax return 

or a recomputalion o f  the producer's federal income tax or determination o f  

dcllcicnc) occurs that affects the amount o f  a tax imposed on the producer under this 

chapter, the producer shall

(I) within 60 davs after the Until determination o f  the alteration.

S( S C S I  IB  2 0 0 1 (I - IN )  .m i -3H-
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modification, rccompuialion. or deficiency, notify the department in writing: and

(2) within 120 days alter the final determination o f  the alteration, 

modification, recomputation, or deficiency, file amended returns covering all affected 

periods.

(d) In this section.

(1) "qualified capital expenditure" has the meaning given in

AS 43.55.023;

(2) "return" includes a report, a statement, and an amended return, 

report, or statement.

 2_Sec. 43.-55df-7-K.-ICxeeptioii.s-to-tax creditsHaH-or-a-calendar-year-aller

2007^-a—producer—or—explorer—max— not-take—a-tav-credii—under—AS 4-3-.-55.02-k 

43-r55.-02-l̂ or—l-3r354)3-5--againM-a-lnv levied under-this-chapter- ff-a-stale-couri-or 

administmlive-agcmey-or-lederal-cHHirl that has -subject matter jurisdiction-has entered 

a-judgmenl-in-luvoc-ol-lhe-stale-or-n pi >btical-suhdivision ol -the Male-in aii-aniouni
4

greater-than SI00.000 against the-producer-or-e.xplorer. the producer-op-explorer-has 

not-salisfied-tlie-judgment—ami-the--judgment-eoncems a-matter having -connections 

with this-stateMhat are-suliltient to saiisly-eonsiiuitional jurisdictional requirements.

t-hl—Notwithstanding-(a) o f  this section. the producer or cxplorer-mas-reeeive 

a tax-eredit described in t a f o f  this section if

( II the judgment is appealed lntt-lhe appe.il has not been decided; and 

<2}-tlic producer-or explorer deposits in the court where the judgment 

was-entered or the appeal is pending, in the form ol eash. bond, or other seeurity.

(A) the full amount ol the judgment: and 

(It) posi-jndgmeitt interest on the judgment an ami described 

in (A) o f  this paragraph: notwithstanding another provision -of law the post- 

judgment interest rate compounded quarterly on a .judgment the amount-of 

which is deposited under (a) o f  this paragraph is equal to the greater o f  

(il the applicable statutory rate: or 

(in ihe rale o f  return on the producers or explorer's 

equity as shown on the producer's or explorer's most recent quarterly 

earuiues report as o f  the date ol the notice ol appeal,

----------------------------------------------------- WORK DRAFT_________________  WORK DRAFT
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(e-) 4 o l  h is section;
(-I-)— "judgment— means- iniv—1 »nal—administrative—determination—or 

judgmeni-in-fuvw-of-the-stale-oRi-ptdidcal-xubdivision-ol-ihe-siuio:-

(4-)— -prodLieor-or-e.vplerer--4ntltides-aii—ufliliule-o|Du-producer--op

explftpeF:

—̂ See.-12.44. AS 43 .55 .110 is amended by adding new subsections to read:

(e) The department may require that returns, statements, reports, notifications, 

and applications filed under this chapter be filed electronically in a form and manner 

approved or prescribed by the department.

( 0  The department may require that payments required under this chapter be 

made electronically in a form and manner approved or prescribed by the department.

(g) Notwithstanding AS 44.62. the department may issue, for the information 

and guidance o f  producers, explorers, and other interested persons, advisory bulletins 

stating the department's interpretation o f  provisions o f  this chapter and o f  regulations 

adopted under this chapter. Unless otherwise provided by the department by

regulation, interpretations stated in the advisory bulletins are not binding on the

department or others.

(h) Subject to legislative appropriation, the department may compensate a 

person who provides information to the department about noncompliance with the 

provisions o f  this chapter by an explorer or a producer o f  oil or gas if that information 

leads to the collection o f  additional taxes, penalties, or interest from the producer.

I lie amount o f  compensation under tnis subsection may not exceed the lesser o f  

SI. 0005UI i.OOO or 10 percent o f  the additional tax. penalty, or interest collected as a 

result o f  the information. A state employee or an agent o f  the state is not eligible for 

compensation under this subsection.

tit \ person who. uiulcr (h )o l  this section, provides, in 
bad faith, to the department -erroneous- information about
uoncoinpliniii'c with il ovisioits o f  this chapter by an explorer "i
producer o f  oil or gas shall pay to the
111 department all expenses related to the department's investigation 

ol the alleged noncompliance: and

s< x c s i l l t  2()(tl(F|N) inn - 1(1- IIIUttlMe
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(4)—ex^erer^rqiredue^MHdiout-wbom-the-mmeompliaoee--vv-us-adeged 

all-exfKmses4bnt^re4neurred4\whe explorer-or-prHduvetHvkmug-tcHktH.lepartmenfs 

investigation-olThcMdleged-nonoomplinnoer 

* See. 44.45. AS 43 .55 .150 is amended to read:

Sec. 43.55.150. Determination o f  gross value at the point o f  production, 

(a) For the purposes o f  AS 43 .55 .011 - 43.55.180. the gross value at the point o f  

production is calculated using the actual [REASONABLE] costs o f  transportation o f  

the oil or gas |. THE REASONABLE COSTS OF TRANSPORTATION ARE THE 

ACTUAL COSTS], except when the

(1 ) sli inner | PARTIES TO THE TRANSPORTATION | o f  oil or gas 

is [ARE] affiliated with the transportation carrier or with a person that owns an 

interest in the transportation facility:

(2) contract for the transportation o f  oil or gas is not an arm's length 

transaction [OR IS NOT REPRESENTATIVE OF THE MARKET VALUE OF 

Tl 1AT TRANSPORTATION!; or |ANL>|

(3) method or terms o f  transportation o f  oil or gas are 11S| not 

reasonable in view o f  existing alternative | MI II l( )I)S OF) transportation options.

(b) If the department finds that a condition I I I IF. CONDITIONS] in (a)(1).

(2). or |AND] (3) o f  this section is |ARE| present, the gross value at the point of  

production is calculated using the actual costs of transportation, or the 

reasonable costs o f  transportation as determined under this subsection, 

whichever is loner. The | l‘IIE| department shall determine the reasonable costs o f  

transportation, using the fair market value o f  like transportation, the fair market \alue  

o f  equally eflieient and available alternative modes o f  transportation, or other 

reasonable methods. Transportation costs fixed by tariff rates that have been 

art indicated as just and reasonable hv |PROPLRI.Y ON F i l l  \V1TII| the 

Regulatory Commission o f  Alaska or a nother |OTIIER| regulatory agency and 

transportation costs in an arm's length transaction paid bv parties not affiliated 

with an owner of the method of transportation shall be considered prima facie 

reasonable.

(c) In determining the gross value o f  oil under |(n) OF| this section, the

11 v -4 1 -  M  S (  SI I It 2(101(1-IN )  ion
W.'w Un\i>>rllw\i i r  .•.v.vr W/VT* rsPi
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department may not allow as reasonable costs of transportation
(1) the amount of loss of or damage lo. or of expense incurred due to 

the loss of or damage to. a vessel used to transport oil if the loss, damage, or expense 

is incurred in connection with a catastrophic oil discharge from the vessel into the 
marine or inland waters of the slate:

(2) the incremental costs of transportation of the oil that arc 
attributable to temporary use of or chartered or substituted service provided by 

another vessel-due to the loss of or damage to a vessel regularly used to transport oil 
and that are incurred in connection with a catastrophic oil discharge into the marine or 

inland waters of the state: and
(3) the costs incurred lo charter, contract, or hire vessels and 

equipment used to contain or clean up a catastrophic oil discharge.
* Sec. 44.46. AS 43.55.160(a) is amended to read:

(a) I'xcepl as provided in (b) of this section, for the purposes ol'
|(l)] AS 43.55.011(e). the (ANN4--A! (annual production lax value of

the taxable
( J J  | (A )J oil and gas produced during a calendar year from leases or 

properties in the state that include land north of 68 degrees North latitude is the gross 
value at the point of production of the oil and gas taxable under AS 43.55.011(e) and 

produced by the producer from those leases or properties, less the producer's lease 

expenditures under AS 43.55.165 for the calendar year applicable to the oil and gas 
produced by the producer from those leases or properties, as adjusted under 
AS 43.55.170; iltis snbnnmui'unh does not mails to— »iis subject 

A S  4 3 . 5 5 . 0 1  l ( o > :

(2) |(lt)| oil and gas produced during a calendar year from leases or 
properties in the state outside the Cook Inlet sedimentary basin, no part of which is 
north of 68 degrees North latitude, is the gross value at the point of production of the 
oil and gas taxable under AS 43.55.011(e) and produced by the producer from those 
leases or properties, less the producer's lease expenditures under AS 43.55.165 Ibr the 
calendar year applicable to the oil and gas produced by the producer from those leases 
or properties, as adjusted under AS 43.55.170: ih i*. M il) |m n t» ra i> li docs not ui>t>lv to

----------------------------------------------------- WORK DRAFT  ___________ WORK DRAFT 25-GH001
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»as-subiee(-to AS-43r554)l l(o);

(3) |(C)] oil produced during a calendar year from a lease or property 

in the Cook Inlet sedimentary basin is Ihe gross value at the point of production of the 
oil taxable under AS 43.55.011(c) and produced by the producer from that lease or 
property, less the producer's lease expenditures under AS 43.55.165 for the calendar 
year applicable to the oil produced by the producer from mat lease or property, as 
adjusted under AS 43.55.170:

(4) [(D)] gas produced during a calendar year from a lease or property 

in the Cook Inlet sedimentary basin is the gross value al the point of production of the 

gas taxable under AS 43.55.011(e) and produced by the producer from that lease or 
property, less the producer's lease expenditures under AS 43.55.165 for the calendar 
year applicable to the gas produced by the producer from that lease or property, as 
adjusted under AS 43.55.170 [:

(5) Ui.>-produced'-durin«-H-enlendnr-venr--I'nmt-a lease or property 
outside the Cook Inlet-sedimentarvHtnsin and used 4n the state is-the gross value 
at—tlie—itoinl—of—production-of that »us taxable -nm ler-A S 43,55.011 jo )-and 
produced-by-the producer from that lease or-property, less the producerVlease 
expenditures under-AS 43.55.165 for the calendar vcur-applicuhle-lo tliat-»as 
produced bv the producer from that lease or property, as--adjusted-under 
AS 43.55,170

|(2) AS 43.55.011(g). Till- M O N TH LY  PRODUCTION TAX  

VALULOl- 11II! I AXAUI.I
(A) O il. AND CiAS PRODUCI I) D UR ING  A M O N TH  

I ROM LI.ASLS OR PROPI-RTIHS IN Till'. STATI- THAT INC’LUDI- 

LAND NORTH OT 68 DIXiRTTS NORTH I.ATTTUDI- IS HIT: CROSS 

VALUM AT I III: POINT Ol PRODUCTION OT Till- O IL  AND CAS  

TAXAIJLT. UNDI-R AS 43.55.011(g) AND  PRODIKT.I) MY H IT  

PRODl'CT.R I ROM I HOST! I.LASI-S OR PROPLRTILS. I.TSS 1/12 OT 

h i t : p r o d u c e r 's i t a s k  t:x p t :n d i t u r t :s u n d l r  a s  43.55.I65 t o r  

HIT. CA LENDA R  YTAR APPI.ICAMI.I TO H IT OIL AND (iAS
p r o d u c t ;!) m y  h i t : p r o d u c i -ic i r o m  h i o s t : l t :ast ;s o r

IIIUlllHc - 4 3 - St s C'SHII 2111) I (TIN) mu
Vi MC it I':, i : ; (Hint It ■ 1 .' rKXi VRi ’ f
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PROPERTIES, AS ADJUSTED UNDER  AS 43.55.170;
(B) O IL  AND  GAS PRODUCED DUR ING  A MONTH  

FROM LEASES OR PROPERTIES IN I I IE STATE OUTSIDE Tl IE COOK  

IN LET  SED IM EN TA R Y  BASlN, NO PART OF W H ICH  IS NORTH OF 68 

DEGREES NOR TH LAT ITUDE, IS TH E  GROSS V A LU E  AT TH E  POINT 

OF PRODUCTION OF TH E  O IL AND  GAS TA X A BLE  UNDER  

AS 43.55.011(g) AND PRODUCED BY TH E  PRODUCER FROM THOSE 

LEASES OR PROPERTIES, LESS 1/12 OF TH E  PRODUCER'S LEASE  

EXPENDITURES UNDER  AS 43.55.165 FOR TH E  CA LEN D A R  YEAR  

APPLICABLE TO Tl IE O IL  AND  GAS PRODUCED BY TH E  PRODUCER  

FROM THOSE LEASES OR PROPERTIES. AS ADJUSTED UNDER  

AS 43.55.170;
(C) O IL  PRODUCED DUR ING  A MONTH FROM A 

LEASE OR PROPER TY IN THE COOK INLET  SED IM EN  TARY BASIN 

IS THE GROSS V A LU E  AT T i l l :  POINT OF PRODUCTION OF T i l l :  OIL  

TAXABLE UNDER  AS 43.55.011(g) A ND  PRODUCED BY THE  

PRODUCER I ROM TH A T  LEASE OR PROPER TY, LESS 1/12 OF THE  

PRODUCER’S I EASE EXPENDITURES UNDER  AS 43.55.165 FOR THE 

CA LENDA R  YEAR APPLICABLE TO THE OIL PRODUCED BY TH E  

PRODUC ER FROM THAT LEASE OR PROPERTY. AS ADJUSTED 

UNDER AS 43.55.170:
(D) GAS PRODUCI!!) DUR ING  A MONTH  I ROM A 

LEASE OR PROPERTY IN Till: COOK IN LET  SED IMENTARY BASIN 

IS Till: GROSS V A LU E  A'l T i l l :  POINT OF PRODUC I ION OF H IE  GAS 

TAXABLE: UNDER  AS 43.55.011(g) AND PRODUCED BY THE: 
PRODUCER FROM I HA T LEASE OR PROPERTY. I I SS 1/12 OF T i l l  
PRODUCI R'S LEASE EXPENDITURES UNDER A S 43.55.165 FOR H IE  

CA LEND A R  YEAR APPLICABLE TO H IE  GAS PRODUCED BY H IE  

PRODUCER IR O M  THAT LEASE OR PROPERTY. AS A DJUS IED  

UNDER AS 43.55.1701.
* Set*. 45.4". \S I v5v Ih lJiE i is ainciiiL'J in usuF

S f  S C S I  I I I  20111 ( F I N )  m u -44- II ID liillc
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(b) A production tax value calculated under I (a > Ol 1 this section mav not Iv  

less than /cm.
See. 4N. AS 43.55.160(e) is amended to read:

(e) Any adjusted lease expenditures under AS 43.55.165 and 43.55.170 that 
would otherwise he deductible by a producer in a calendar year hut whose deduction 
would cause a |AN ANNUAL] production tax value calculated under [a] |(a)( I )| o f 
this section o f taxable oil or yas produced during the calendar year to be less than 
zero may be used to establish a carried-forward annual loss under AS 43.55.023(b). 
IlimcMT. the department shall Dioxide l>v regulation a method lo ensure that, 
fo ra  period lor which a producer's lax liability is limited bv AS 43.55.01 I ( i ) or 
tk). anv adjusted lease expenditures under AS 43.55.165 and 43.55.170 that 
would otherwise be deductible b\ a producer for that period hut whose 
deduction would cause a production tax value calculated under (a)(3 ) or (4) of 
this section lo be less than /em  me accounted lor as thon'ah the adjusted lease 
expenditures had first been used as deductions in calculatiiiu the production tax 
values ol oil or gas subject to mix of llie limitations under \S 43.55.01 l(j ) or (k) 
that have positive production tax values so as to reduce the tax liabilitv 
calculated w illm ’H repai d to the limitation lo the maximum amount prov idol for 
under the applicable provision of AS 43.55.01 11 j ) nr (h). Onlv the anioiml ol
those adjusted lease expenditures remaining a lte r the accounting provided 16r 
under this subsection mav be used to establish a cnrricd-lorvvat d am inal loss 

under \s 43.55.023(h). In this subsection, "producer" includes "explorer."
* Sec. 46.46. AS 43.55.165(a) is repealed and reenacted to read:

(a) I xcept us prov i t l e d  in (ki and (/) ol this section toi I m purposes ol this 

chapter, a producer’s lease expenditures lor a calendar year are
(I ) costs, other than items listed in <e) of this section, that are

(A) incurred in the state In the producer during the calendar 
year alter March 31. 2006. to explore for. develop, or province oil or gas 
deposits located within the producer's leases or properties in the stale or. in the 

case of land in which the producer does not own an operating right, operating 

interest, or working interest, to explore for oil or gas deposits within other

IIIDimu- -45- s< s f s i l l t  2(HU(I IN) mu
, i  I  ' b t  I  1 ' P M ' ' M . - *•
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land in the state: and
(B) allowed by the department by regulation, based on the 

department's determination that the eosts satisfy the following three 
requirements:

(i) the costs must be incurred upstream of the point of 

production of oil and gas;
(ii) the costs must be ordinary and necessary costs of 

exploring for. developing, or producing, as applicable, oil or gas 
deposits: and

(iii) the costs must be direct costs of exploring for. 
developing, or producing, as applicable, oil or gas deposits: and
(2) a reasonable allowance for that calendar year, as determined under 

regulations adopted by the department, for overhead expenses that are directly related 

to exploring for. developing, or producing, as applicable, the oil or gas deposits.
* See. 47.50. AS 43.55.165(b) is amended to read:

(b) lo r  purposes of (a) of this section.
(1) direct costs include

(A) an expenditure, when incurred, to acquire an item if the 
acquisition cost is otherwise a direct cost, notwithstanding that the 
expenditure may be required to be capitalized rather than treated as an 

expense lor financial accounting or federal income tax purposes:
(It) payments of or in lieu of property taxes, sales and use 

taxes, motor fuel taxes, and excise taxes:
|(C) \ Rl ASONABI.I AI I OWANCT:. AS 1)1 II KM IN I I)

I N D IR  HI ( i l l  A HONS A I)O l» l l l)  HV N i l  I >1 NAK I M I N I . IO R
OVI K ill Al) f X I ’l \SI S I)|KI ( II Y Rl I A l l  I) IO  1X1*1 <>K!N(i IOR . 
Dl v i  i o i* i\ ( i .  \\ i)  !>Roui c iN ( i  o n  o r  (i \s d i  m s i r s  I OCA 11 I) 
Wl 11 UN I I A SI SOR I'ROIM R I I IS  OR O l  III R I A M )  IN Mil S IA M  :|

(2) an activity does not need to be physically located on. near, or
within the premises ol the lease or properly within which an oil or gas deposit being 

explored I**r. developed, or produced is located in order for the cost ol the activity to

----------------------------------------------------- WORK DRAFT______________  WORK DRAFT 25-Ci 11001-f
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be a cost upstream of the point of production of the oil or gasf
(3) in determining whether costs are lease expenditures, the 

department mavsliall consider, amoim oilier factors, the
(A) typical industry practices and standards in the state 

that determine the costs, other than items listed in (c) of this section, that 
an operator is allowed to bill a producer that is not the operator, under 
unit operating agreements or similar operating agreements that were in 
effect before December 2, 2005, and were subject to negotiation with at 
least one producer with substantial bargaining power, other than the 

operator: and
(B) standards adopted hv the Department of Natural 

Resources that determine the costs, other than items listed in (e) of this 

section, that a lessee is allowed to deduct from revenue in ealeulaiinti net 
profits under a lease issued under AS 3S.05.1<S()(f)(3)(B). (D). or (K).

* S e c .  4 K .5 I .  VS • > .5 3 .1 6 5 tc )  is repealed and reenacted to read:
(c) Subject m (g.l and (It) o f this scctjon. i f  the dcpamneiii Ilinlsthat the 

pertinent prov isiops of a unit operating agreement or simila; operating .agreement are 
1 ubsl.mliallv consistent with the depaitnienfs dctcrniinationsand standards under fa) 
and (h) o f this section concerning whether costs are lease expenditures and. in 
addition, liiuls that al least one working interest owner parts to I lie agreement, otlu t 
Ilian the operator, with substantia] incentive and abilitv to elj'cctivelv audit billings 
under llie agreeitienl. in fact is elIcctivelv auditing hillings under the agreement, the 
department mav authorize pi require a producer, subject to conditions prescribed 
tiudei regulations adopted bv the department lo treat as that portion o f its lease 
expenditures for a calendar vear applicable to oil an I gas produced lonu a lease or 
propci tv in the state oiilv

( I )  llie costs, other than items, listed in (cj ol this section, that are 
Incurred bv ihe operator during the caleinl.tr veai and that

t \i are billed io the producer In the operator under the 
aeieeilieut to which that lease orpmpertv is subject and ale either Hot disputed 
bv i woikiitg interest owner pnriv to the agreement or are llii.ilIs delemiined

11 It24in I *■ -17- S< s ( .S I I I I  2001 (TIM  him
i, ,* • • * t i* i (J]-" j 11’ ft r ~r r .K.vr Vi’KT&PJ
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I (i he properly hi liable as a rest ij 1 of dispt i le resolution: or
(B) lor a producer that is the operator. would he hi liable lo the 

producer In ihe operator in accordance with the lenns oI' ihe aitrccment to 
which that lease or property is subject if the producer were not the operator: 
and

(2) a reasonable pcrccnlaec. as determined under rcmilaiions adopted 
hv the department, of the costs that are hi 11od lllldcr ( I > t>1' this subsection as gt) 
allowance loi overhead expenses directh n.-itcd to exploring lor, developing, and 

prod tic in it oil or eas deposits located within the lease or property.

- Sec. 52. AS 43.55.165(e) is amended to read;
(e) I’or purposes of this section, lease expenditures do not include

(1) depreciation, depletion, or amortization:
(2) oil or gas royally payments, production payments, lease profit 

shares, or other payments or distributions of a share of oil or gas production, pro lit. or 
revenue, except that a producer's lease expenditures applicable to oil and gas 

produced tnnn :t lease issued under AS 3S.05.1K<>(l')(3)( It). (l>). nr (I'd include the
sha re  o f  net p r n l i t  pa id  lo  the  s ta te  u n d e r  th a t lease:

(3) taxes based on or measured by net income:
(4) interest or other financing charges or costs of raising equity or

debt capital:
(5) acquisition costs fora lease or properly or exploration license:
(6) costs, in c lu d in g  re p a irs  m id  re p la c e m e n ts , arising from o r  

associa ted  w ith  fraud, wilful misconduct, | () l< | gross ncnliecnce. c r im in a l 

n e ttlij*e iice . o r  v io la t io n  o f  la w . in c lu d in g o r  la i lm c  lo  c in n p lv  w i t h  an o b lig a t io n  

a ii i le i  a v io la t io n  o l 33 l-.S.C. I3 l(>(c)( I dense. p e rm it ,  o r  license issued hv the  

s ta le  o r  132 i(b)|3> <( lean U n le r  A c t ll'e d e ra l ” ov e m in e n t :

(7) lines or penalties imposed by law:
(S) costs of arbitration, litigation, or other dispute resolution actix itics 

that involve the state or concern tiie rights or obligations among owners of interests 
in. or rights to production from, one or more leases or properties or a unit:

(0) costs incurred in organizing a partnership, joint venture, or other

S( SCSI III 21)111(1 IN) tun -4H-
i in ::.K vm»

I l l U t i l l l e
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business entity or arrangement:
(10) amounts paid to indemnify the state: the exclusion provided by 

this paragraph does not apply to the costs of obtaining insurance or a surety bond 

from a third-party insurer or surety:
(11) surcharges levied under AS 43.55.201 or 43.55.300:
(12) an-expend it urc incurred for a transaction that is an internal 

transfer or is otherwise not an arm’s length transaction, unless- the producer 
establislies-to-tlie-satisl'aetion-of tlie-depnrtment-cxpcndilurcs incurred that the 

e v pend itu re-is m>(| I- XI-l-M)l 11-RI S INC 4-RR 144-441A EAR I Jare in excess ol lair 

market value:
(13) an expenditure incurred to purchase an interest in any 

corporation, partnership, limited liability company, business trust, or any other 
business entity, whether or not the transaction is treated as an asset sale for federal 

income tax purposes:
(14) a tax levied under AS 43.55.011:
(15) | l l IM POR I ION ()I | costs incurred for dismantlement, removal, 

surrender, or abandonment of a facility, pipeline, well pad. platform, or other 
structure, or for the restoration of a lease, field, unit. area, tract of land, body of 
water, or right-of-way in conjunction with dismantlement, removal, surrender, or 
abandonment |. H I M  IS A l IR IBI T A B L E  IO  PRODUCTION Ol O il OR CiAS 

O CCU RR ING  IM IO K I.  APRII I. 2006: I III. POR I ION IS CA I.CUI A II I) AS A 

RATIO o r  rill-: A M O U NT  01 Oil. AND CiAS PRODUCTION. IN DARRI.I S Ol 
Oil l o t  IVA I.LNT. ASSOCIATED w i l l !  Mil I ACM.II Y. PIPI I INI . Wi l l 
PAD. PEATEORM. OTHER STRUCTURE. I EASE. I II 1.1). UNIT. AREA. BODY  

Ol WA II.R. OR RIGIM-Ol -W AY OCClIRR INCi DEI ORE APRII I. 2006. IO  

Mil I'OTAI. A M O U N I Ol Oil A M )  CiAS PRODUCTION. IN BARRELS Ol 

Oil EQU IVA I IN  I . ASSOCIA 11 I) W I I I I  MIA I I AC II I IY .  PIPI I INI'. W IT I 
PAD. PI A I IO R M .  O l l l l  R STRUCT I R l .  I EASE;. I II 1.1). UNI I. AREA. BODY  

O f WATER. OR RICil I l-OI -W AY II IRO l'C il l  Mil IN I)  Ol 1 ME CA LENDA R
m o n  i i l n i l  o r e ; c o m m i  n c i m e n i  o i  i i i i  d i s m a n i i  i :\ii n i .

R EM O VA L . SURRENDER. OR ADANDONM I NT|: a cost is not excluded under

25-GII00M'
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this paragraph if the dismantlement, removal, surrender, or abandonment for which 

the cost is incurred is undertaken for the purpose of replacing, renovating, or 
improving the facility, pipeline, well pad. platform, or other structure: [FOR TH E  

PURPOSES OF THIS PARAGRAPH. "BARREL OF O IL  EQ U IV A LEN  T" MEANS
(A) IN Tl IE CASE OF OIL. O NE BARREL:
(B) IN TH E  CASE O F GAS. 6,000 CUB IC  FEET:|

(16) costs incurred for containment, control, cleanup, or removal in 

connection with any unpermiited release of oil or a hazardous substance and any 

liability for damages imposed on the producer or explorer for that unpermitted 

release: this paragraph does not apply to the cost of developing and maintaining an oil 
discharge prevention and contingency plan under AS 46.04.030:

(17) costs incurred to satisfy a work commitment under an exploration 

license under AS 38.05.132:
(18) that portion of expenditures, that would othuwise be qualified 

capital expenditures, as delined in AS 43.55.023 | AS 43.55.023(k)|. incurred during a 

calendar year that are less than the product of S0.30 multiplied by the total taxable 

production from each lease or property, in B i l l  equivalent barrels, during that 
calendar year, except that, when a portion of a calendar year is subject to this 
pro\ ision. the expenditures and volumes shall be prorated w ithin that calendar year:

(IM) costs incurred I'nr repair, replacement, or deferred 
maintenance id a facility. a pipeline, a structure. nr e<|iiinmciU. other than a well. 
Illat results in nr is undertaken in response lo a failure, p ioblun. nr event ili.il 
results in an unscheduled interruption of. or reduction in the rale »d, nil nr ^ns 
pnnlucliitn: in costs incurred fur repair, replacement, nr deferred maintenance 
ill a laeilil\, a pipeline, a s lim lin e , m* ei|iii|ii)Hiit. other than a well, that is 
undertaken in response In. nr is otherwise assnciated with, an nnpcrniiltcd 
release id a lia/ardoiis substance m o f t»as; however, costs under this paragraph 
llial '\mild n lliei u jse emislilnle lease cvpendilnres under (a ) and ( I>) id this 
section mav In_n ealeiI as lease expenditures it the department delei mines that 
the repair or replacement is soleE necessitated lo an act id war. In an 
unanticipated c rave nalinal disaster nr nther natural pliemnneitun ol an

St s < su it 2IH)I(IIN) Hill -5(1- 111(201) 11*
.Vi m ,"i i r . i  / •• { >Ti i  t i ' y / . i . / ' / ' A 1 1 ‘ " .' 't ')
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1 exceptional, inevitable, and irresistible character, the effects of which could not
-> have been prevented or avoided bv the exercise of due care or foresight, or In an

3 intentional or nc<!li*!cnt act or omission of a third party, other than a party or its

4 agents in privity of contract with, or employed bv. the producer or an operator

5 actini! for the producer, but onlv if the producer or operator, as applicable.

6 exercised due care in operation and maintainin'! the facility, pipeline, structure.

7 or equipment, and took reasonable precautions anainst the act or omission of the

8 third partv and attains! the consequences of the act or omission; in this

9 pa ranraph.
10 l A) "costs incurred for repair, replacement, or deferred

1 1 maintenance of a lacilitx. a pipeline, a structure, or equipment" includes

12 costs to dismantle and remove the facility, pipeline, structure, or

13 equipment that is beinti replaced:

14 (It) "hazardous substance" has the mcauiuu uivcn in

15 AS 4(1.03.826:

16 K ) "replacement" includes renovation or improvement:

17 (211) costs incurred to construct, acquire, or operate a refinery or

IS crude oil toppini! plant, regardless of whether the products of the refinery or
10 toppint! plant are used in oil or t»as exploration, development, or production

20 operations; however, if a producer owns a refinery or crude oil toppint! plant

21 that is located on or near the premises of the producer's lease or property in the
n state and that processes the producer's oil produced from that lease or property
23 into a product that the producer uses in the operation of the lease or property in

24 drillin'.! for or producini! oil or <jas. the producer's lease expenditures include the
25 amount calculated hv subtractin'! from the fair market v alue of the product used
20 the prevailin'! v alue, as determined under AS 43.55.(120(0. of the oil that is

I 
J •̂1 processed;

28 (2021) costs of lohbvint!. public relations, public relations
20 adv crtisint!, or policy advocacy

50 * Sec. 49.53. AS 43.55. Ib5(lt) is amended to read:
51 (hi llie department shall adopt regulations that provide lor reasonable

I I02001 e * -51- M SCSI!It 2001 (KIN) mu
r:. _■ , .  ' W (. > i j j i r . j  f W - ' M  rll' "*  ,V . /'MiWrMi'
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methods of allocating costs between oil and sias.- between—jus—subject—to 

AS43t55.4)M(q )- and -other—ans< and between leases or properties in those 
circumstances where an allocation of costs is m i n im i  to determine [THE 

D ETER M IN A T IO N  Ol' TIIEJ lease expenditures that are costs of exnlorinii for, 

de\cloi)in<i. or nrodueinti oil denosits or costs of exnlorinti for, devclonint!. or 
producing gas denosits |APPLICABLE TO O IL  OR TO CiAS). or that are costs of 
exnlorinti Tor, dcvelonint’, or producing oil or gas deposits located within 

[APPLICABLE TO O IL  A N D  CiAS PRODUCED FRO M | different leases or 

properties |. REQUIRES AN A LLO CA T IO N  OF COSTS|.
* Sec. 50.-54. AS 43.55.4-teyl j is amended by adding-new-subseotions to read:

(kg-lmr-purposes-idLAS -L.v55.lOO.-lbra calendar year alter-200fh-a-producer-s. 
total lease e.\pendiiuies.-beloro adjustment under-AS 43.-53-1-70. that-are-applicable to 
oiLand-gas produced by-the-producer from itll lenses or-properties-within aunit Iront 
svhich--bOO(M)UOdlO<MU-l—equivalent banels-of oil or-gas-have been-cumulatively 

produced In-the close t*f the most tecenl calendar year and Irom-wltich the average 

daily-oil and gas production during the most recent calendar year exceeded I Oll.OOO 

B it  equivalent barrels are determined tinder this subsection and (/t of this section.
I xcept us otherwise providedt.aj I uless the payment or credit lias already been 

subtracted m calculating billable or billed costs under (/) of this section, the 
producer's total lease expenditures, other than qualified capilttl expendituies. i I ) for 

calendai year 2007. are-equal it* the product of 1.37 multiplied by the total lease 
expenditure*, lor calendar year 200o other than qualified capital e.xpeiidilures. that are 
applictible It* t*il athl gits produced by the producer I font all leases or properties within 

the unit, as reported <*u the producer's statement under \S 4 '.53.0301 a) Ibr calendar 
year -000. and (?) for a calendar year alter 200V. are equal I*' Ihe product ol 1.03 

multiplied by the total lease expenditures, other than qualified capital expenditures, 
determined i.o the pres i«*us calendar year under this subsection. I he producer's total 
lease expenditures tin a calendar ycat altet 2000 that are applicable to ml and gas 
produced by the producer from all leases or properties-within a unit subject to this 
subsection are the sum of the producer's qualified capital expenditures incut« *d 
during tin calendar year that are applicable to that o»I and gas plus Ihe lease
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ex^endimi^T-othet^Hn-rgruli4iedo.apitul-t^pendilurcisHhttHHxr-appheHble-Uv4ktft-ed 

atttl-^as-ax-dettfro^med-twdeM h is-xubstirtioiv-aml (/) o l‘ this set4: >n—I l-a-prodneer 
whosLMe«stMsxpendilures4or-2()<>6-HrLKised-toMt4ormineMonse-^xpendiutres-for-H-laier 
ealtfndar-year-H:UHletMbis-ombsei:Mon—lRmMi?rs^YMmert^t—in-an—ad-feeted—lease—or
property-to^r-dilleronl-produccu':Ahe-transforet4s-lonse-exponditiires-app!icuhlo-lo-nil 

and-gas^rodueed^n—theHransferee—from—lhe—lease—oi—property—continue—to-be 

determined-under-this-subsection—using—those—24)06—lease—expenditures—-I*-i—this 
subsecTiomAiuulilied-eapital-cxxpendilurcs—has-lhemeaning-given4n-A-S--RHA-57<)-2-n

(/)— II—afler-audil-h>-the-deparmienl-o|Da--producer;s-s{alemeol-or-umended 

statement—under-AS 43A5d>36(H4—fot—enlcndar-year-20()<A4be-Aoparlmenl—finally 

delernHneMhat-theHeporded-amount <4' tolul-leaxe-expendiiures.-«lheiHhatt-i|ualiIied 

capilal-expendilurcsMdr-calcndnr yoar-2l)()6-upplicnblc-lo-oil-aHd-gHs-produeed4}y-the 

producer--from-aJMeases-or-properties- withm-iHunit-subject-doMleH+l-this-xecTion 

exceeds-by-more-lbun-ld-percent the-netuafamount-ol-those lease expendilures.-other 
.!ian-i|ualified-capilal-c\pondiiurcs. du1 pivducenor-transl'eroc; as-app!kid4c. slialhd-) 
substitute llie actual amount of those-lease-expenditures.-other-lhan-t|Hulifted-eapituJ 

expendituivsMor purposes of-the calculations set -otit in (IvHd^his-seelion.-andd-S-Mtlo 

amended-statements lor affected-past tax periods wiihin--6l> days-after the-final 

determination:
See. 5L-\S 43.55.170(at i-- amended to read:

ui) A | l  NI4 SS-IIII PAYMI \ l  <>K ( Rl |)| I I|,\S M  KI-ADV lil-l-X 

SI l i lK \ (  4I.F>-I\ ( Al (4 I \ I IN( t 1411 I M il I OR B i l l  1.1) ( <>S | S l-NDI R 

AS 43.55.165(c) [OR (d>. \ | i | .  a producer’s lease expenditures under AS 43.55.165 

must he adjusted hv subtracting payments or credits, other than tax credits, received 

In the producer or In an operator acting lor the producer lor
(1) the use In another person of a production facility in which the 

producer has an ownership interest or the management In the producer of a 
production facility under a management agreement providing for the producer to 

receive a management fee:
(2) a reimbursement or similar payment that offsets the producer’s 

lease expenditures, including an insurance recovery from a third-party insurer and a
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payment from the state or federal government for reimbursement of the producer's 
upstream costs, including costs for gathering, separating, cleaning, dehydration, 
compressing, or other Held handling associated with the production of oil or gas 

upstream of the point of production:
(3) the sale or other transfer of

(A) an asset, including geological, geophysical, or well data or 
interpretations, acquired by the producer as a result of a lease expenditure or 
an expenditure that would be a lease expenditure if it were incurred alter 

March 31. 2006: for purposes of this subparagraph.
(i) if a producer removes from the state, for use outside 

the state, an asset described in this subparagraph, the value of the asset 
at the time it is removed is considered a payment received by the 

producer for sale or transfer of the asset:
(ii) for a transaction that is an internal transfer or is 

otherw ise not an arm's length transaction, if the sale or transfer of the 
asset is made for less than fair market value, the amount subtracted 

must be the fair market value: and
(B) oil or gas

(i) that is not considered produced from a lease or 
properly under AS 43.55.020(e): and

(ii) the cost of acquiring which is a lease expenditure 

incurred by the person that acquires the oil or gas.
* See. 52.55. AS 43.55 is amended by adding a new section lo article 4 to read:

See. 43.55.89(1. Disclosure of tax information. Notwithstanding any contrary 

provision of AS 40.25.100. and regardless of whether the information is considered 

under AS 43.05.230(e) to constitute statistics classified to prevent the identification of 
particular returns or reports, the department may publish the following information 

under this chapter, if aggregated among three or more producers or explorers, 
showing by month or calendar year and by lease or property, unit, or area of the slate:

(1) me amount of oil or gas production:
(2) the amount of taxes levied under this chapter or paid under this
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chapter;
(3) the effective tax rates under this chapter;
(4) the gross value of oil or gas at the point of production;
(5) the transportation costs for oil or gas;
(6) qualified capital expenditures, as delined in AS 43.55.023;
(7) exploration expenditures under AS 43.55.025;
(8) production tax values of oil or gas under AS 43.55.160;
(9) lease expenditures under AS 43.55.165:
(10) adjustments to lease expenditures under AS 43.55.170;
(11) lax credits applicable or potentially applicable against taxes 

levied by this chapter.
* Sec. 53.56. AS 43.55.900 is amended by adding new paragraphs lo read:

(22) "producer" means an owner of an operating right, operating 

interest, or working interest in a mineral interest in oil or gas:
(23) "progivssivity—tax-ralo—  means that-purt-of-the-lax rate—in 

rYS-4-5;554>l-4(g) I hat-exceed . 2-5-pereenl:
(24)— unit" means a group of tracts of land that is

(A) subject to a cooperative or a unit plan of development or 
operation that has been certified by the commissioner of natural resources 

under AS 38.05.180(p):
(B) subject to a cooperati\e or a unit plan of development or 

operation that has been certified bv the United States Secretary of the Interior 

under 30 U.S.C. 220(m):
((') subject to an agreement of the owners of interests in the 

tracts of land to validly integrate their interests to provide for the uniti/ed 

management, dev elopment. and operation of the tracts of land as a unit, w ithin 

the meaning of AS 31.05.110(a): or
(I)) within the unit area of a unit created bv order of the 

Alaska Oil and (ias Conservation Commission under AS 31.05.110(b):).
(251 'used in the suite" means delivered for consumption as fuel in the 

state, including as fuel consumed to generate electrici

11112(11)I e -55- SCS CSm t 2()(H(I'IN) mil
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—ft-Scu?; 54; AS 43r-55rl4)0(e)r43r55^ (^{t-)r43;>5^45{-4).--HiKj-43755-l-8()-{<ie-Ftff>eHlet>7 
— -̂xSetfs-SS.—Wie-i»»H4t-HWltHi-law-«imie-Su»ttM>l1.*VlHsktt-is amendetf-by-adding-a-new section to 

read:
ARRI-IGAUIIddAA-fn)-Seciions4-5— 36—38.44— 54^uicD54-ol4his4WRappbrMo-oil 

and gasproduca.\l-artcM-l)eecmibeiH'4-r-2d07-
fb)— -Sections—36—und—38 -of-this—Act—apply—lo-stalements—and—reports—under 

AS43t5s.03 fa-}—as-nmendeibby-sec—36 ol' dds-Aeh-aml-rVS43-.-5-5d)30(e)-aniH+}rnis-addetl 

bY-xec-r48-of-lbis-Acl—required-to-be liled-alier-Deecmber 31. 2007-
(e-)-Seelions-2-9— 33-and-34-ol4))is-Aei npply-lo-cc\ploralion-e\pendiiures incurred-lor 

work—|>erformod—alter—December-34-^ 2<)06r-tlKtt—are—the-hasis-ol-la.\ -eredits~that-muy-be 

claimed-against-ta*es levied for-oil and eas-provluced-arier Deceinber—>4-t40(}7t

(d }—A-S-l-3.Aj»-,035.—enac-led-lw seer4<bol4hix--Ac-U--npplies-io-undersiatemcnts-made 

alier-lbe effective-date-ol sec- 40-ol4bis Act.
teHA-S 43t-553>73(a-tr-euacled-by-secM4 of this-Ac-b-upplies to--any-!a\-liability under 

AS43r55-wiib respect to vvliicb the period of limitations on-assessment ttiuler \S45:U>t26(> 

had-not-expired-before tbeelleclive dale-ol-secs. 14 and 41 o| this Act.
(I’)—fhc penalty in AS45.-55.<»30td). enacted by llie amendment lo-AS 45.5\U5i)td}-in 

see.-37-ol tbis \cl-applies to any report required to be tiled alter the ellective date ol sec. 3-7 

of this Act that is not tiled timely.
(e) 4he penalty in AS 4 v55.o4oru. enacted by the amendment to AS4.3v55.94i) in 

sec. 39 ol'this Act. applies to any report, statement, or odi*'r document required to be tiled 

alter the ellective date ol sec. 39 ol this Act.
—:A See. 56. I he uneodilied law ol’ tbe Suite ol \laska is amended by adding new sections n> 

read:
O il A M )  < iAS K I V I M I  Al 4)11 V | \ s | | R  I’OSI I IONS; I I (ilSI \ 11V I

IN 11 N l .  It is the intent ol'the legislature that the commissioner ol administration shall 
cause not more than lour oil and cits ievenue audit master positions to be created in the 
Department ol Revenue and not more than two oil and gas revenue audit master positions to 

be created in the Depaitmenl ol natural Resources. Oil and gas revenue audit masters shall 
be employed in a professional capacity to collect oil and eiis revenue by developing policy, 
coinluciiny studies. dralWne proposed iveulatioiis. enforcing regulations. and direct in** audits
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by-oihnnd-giUHUidHor*:
(->14-— A N O — — Al-4)ll<)R-S;--('DA-SSI Id A4ION— AMI)— RAY— IdrANMr 

Notwithstanding AS-30;25.150(^k-4he—Deparmionl-al^Adminislralion—slndD-develop-and
implement-n-distincM-posilioi>-cdHssilieulion-plfin--und--a-dislincl-pay-pl;Hr-ror-eil-;tnd-i;iis 

imditorvand their-immediate siipervisors-ihal perform
f4-)--prodHedion-tuv;uidits-in-lhe-Depsiriment-ok-RevemteT
f2->— royalty--aiidil*n-Hncluding-nel-prolit--sharo-aiidil>n--in-ihe-Deparimont--or 

Nalurn IResonrcesT
—^Stv.-57.—1-he-uneodilted-law-olAhe Stale ol-Alaska is-amendtkM>y-iulding-a-new-seeliotHo 

read;
m \N - M  IK) M:— I -) I d * AI v  I \ II \  I— (-)!■— MA-IVRAh—  Rl-S< HdU-l 5— Rl (il -IttVI K )MS; 
NolwilhslaiRfing-any-eonlrary-prov i>i* >n ol' AS -4-l/>2r240. a—regulation adopted by—ihe 

Department ob-N'aluial Resources lo implement. inlerprel. mnke-specilkv-or-oihcuwise-cntTv 
out- -sialutory—provisioiiN-4'or-lhe—administrnlion-ol:-oil--nnd—gas—leases—-issued-under 

A-S 5X.05. IX0Ui( ' nil), il)). or (I i. io ihe extent llie regulation deals uill) the irealineul ol'oil 

and—euh—prodiicliou—laxes- in-determining net profits--under- those leases— may—apply 

retroactively to April 1.-2000. ifthe Department Natural Resimrcesexpressly-dcsignatos in

the—regulation that the regulation applies retroactively-to-that dale.______Sec. 57.
\S 45,55.(11 I (Ii). -15.55.01 11/). 15.55.01 I ml. 15.55.1 hOtcJ. and I v55.10.5(d) are repealed.

* See. 58. I he uneodilied law of the State ol’Alaska is amended In adding a new section to 

read:
Nl’l’l It M il l  11 N , (ai section-. I -' - '7. ‘o hX. and 15 • 57_ol’ lljis Net apply to oil 

and ea> produced alter June 0). 'ooy.
ilyi Sections to .md | |  .>i ihi Net apply to statements anil teporls under 

\S 15.55.050(a). a ■> amended hv set. '0 ol this \cl, and \s 14.55.050(c) and (I). as added 

In see.-II ol this Net, required to- he llleil alter the ellective dale "I secs. *•) and II of this 

Act.
(c| Sections 01- 4 1.55. and w o l  ihis \i i apply to exploration expenditures incurred 

lid woik periormcd alter Deeemlvr 41, 2007, that .lie the ha*js <i| tax cicdits iliot may In* 
claimed against taxes levied lor oil and nas produced alter Deeemlvr 4 1, 71101

(dl \s 4 4.55.075(a). etUiied In sec. Do l' ih is  Net. applies lo any lax liahiliiy undci

111(21111 lc -57- s< s (  SUM 2(1111(1 IN) mil
,V".v t 0;, f. r 11 vsJ /1" > ; i ; r 1 ■! * PA V.rT.s/1:

-------------------------------------------------------WORK WAFT  _______ WORK DRAFT 25-GI10014'



AS 43.33 w ith respect lo which the period til* limitations on assessment under A S -13.05.260 

hiicl not expired before the effective date of sees. 1-4 and 43 of this Act.
(c) I he penalty in ,\N I3.55.030(dt. enacted bv the ‘amendment to AS 43.55.030(d) 

ill see. 40 of this Act, applies to anv report ru |tiii'ed to he lllcd alter the ellectiv e date ol see. 

40 of this Act that is nol lllcd timelv.
(0 The pcn:i!i\ in AS 43.55.04()(7). enacted hv the amendment to AS 43.55.040 in 

see. 42 ol' ihis Act. applies tt> anv report. statement. or other document reimircd in he lllcd 

:i 1'ier ihe effective chile of see. 42 of this AcL
•' Sec. 50. I he uncodilicd law of the Slate of A laska is amended In addinc a new section lo 

read:
OH. A N D  CiAS R l iV l;\ I  i AUDI I M AS H R POSITIONS: I.IXilSI.A 11VI- 

l \  11 .NT. It is llie intent ol the legislature tlr.il (lie commissioner pl'administration shall cause 
nui iiipiv ih:m lour o i l ;md utis revenue audit master positions to hc crciUcd in the I )cpartmcnt 
of Rev enue and not more titan two "ii and <aas revenue audit master position^ to he created in 

llie I )epartmcnl ofnauirnj Resources. <>il and gas revenue audit master* shall he employed in 
a professional capacity to colled "il and gas revenue In developing police, conducting 

studies, drafting jtrojtosetl regulations, e:tIi*reini* rcmilaiions. and diiyclmg audits hv oil and 

gas auditors.
See. 60. I lie uncodilicd law ol the stale of \laska is .imeiuled hv addinc a Mew seel ion to 

read:
Oil W l) ( .\ S  M D IIO RS; I I  \SSII l( \ JIO \  \\l> RAN IM\\S ,  

Notwithstanding \S >0.?.5.13(it2 1. the Depaitinenl " f  \dininisirati.'n shall develop and 
implement a distinct position classification plan and a distinct pa\ plan li>r oil and gas 
auditors and their immediate snperv isor .. other than revenue audit masters, that pet form

11 i oil and ga , ia\ atiilits in the I )epailmeni o f Revenue under the direction o f 
an "il and gas revenue audit master;

t 1) rovallv audits, including net prolit share audits, in the Department oi 
Nalinal Resourees under the direction of.in oil and gas revenue audit master.

See. 61. I he uneodilied law "I the State " f  Uaska is amended hv adding a new seel ion to 

tead:
I R \ \ S |  11( ) \ :  P \N \  11 \  I t )l I \ V  \ person subject t "  tas tinder \S I 1.53 dial is
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rciiuircd to make one or more installment payments of cslimtitcd tax or other payment of tax 
under AS 43.55.020(a). as amended In see. 21 of this Act. Ibr llie production of oil or gas 
during a month alter June 30. 21)07. and before the effective dale of sec. 21 ol this Act hul 
thm failed to pav the lull amount of ihe installment payments or oilier payment of lax 

required under AS 43.55.020(a) because id'the rclronclivc application of sees. 15 - 27. 20 - 
38. and 45 - 57 of this Act under sec. 6-1 ol’ this Act, shall pu\ he fore April I. 2008. the 
balance of anv tax due under AS 13.5 5 lor the period alter June 3(). 2007. and he lore the 

effective date ol this section.
See. 62. I he uncodilicd law of the Stale of Alaska is amended h\ adding a new section to 

read:
TRANSITION: R l . I K< >At 11VI l Y (>1 Rl (j] I .VI IONS. Notwithstanding anv 

contrary prov ision of AS 44.02.240,
<l ) if ihe Department ol Revenue oxprcssjv designates in the regulation that 

llie_ivgulalion applies retroactively to that dale, a regulation adopted hv the Departmeni ol 
Revenue to implement, interpret, make spec iIo ro therw ise  cany out secs. 15 - 27. 20 - 38, 
and 15 - 37 ol this Net may apply retroactively to .Inly 1. 2007:

(2) a regulation adopted In the Departincnt <0 Natural Resources to 

implement. interpret, make specific, or otherwise carry out statutory provisions lor the 
admiiiislintion of oil and gas leases issued under AS iS.os. IStli[l\3)(II), (D), or (I J. to the 
extent ihe regulation deals with die treatment ol’oil and gas. prodiiciioii taxes in determining 

net prplits under those leases, may apply retroactively lo \pril I. 2000. if the Department of 
Natural Resources expressly designates in the regulation that llie regulation applies 

retroactively to that date.
See. <>3. I lie uncodilicd I n\ of the State "i Mask.) is amended by adding a jjeyv section Ip 

read:
I RANSI HON: RIXiUI.A I IONS, l lie Department of Natural Resources and the 

Department of Revenue may proceed to adopt regulations to implement this Act. Ihe 

regulations take effect under AS 41.62 (Administrative Procedure Act), hut not he fore the 
effectiv e date of the law implemented hy the regulation.

,4 See. 50.04. The uncodilicd law of the State of Alaska is amended hy adding a new 

section to read:

-------------------------------------------------------WORK DRAFT _______________WORK DRAFT 25-GI 10014'
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9 Section^ 2o ami 34 of this Act arc retroactive lo Jtilv 1. 2003.

I () (Jij Sections 15 - j& 2 7 .39 - 38. 44— 5 1 -and 34-13 - 37 of this Act takearc retroactive
lo hih I. 20(17.

12 See. 65. Section 28 ol~ this Act lakes effect Jaimarv 1.2008.
13 * See. 64-.ftft. Hxeept as provided in see. 69o5 of this Act, this Act lakes effect immediately

14 under AS 01.10.070(c).
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S E N A T E  C S  F O R  C S  F O R  H O U S E  B I L L  N O .  2 0 0 1  ( F I N )

IN  T H E  L E G IS L A T U R E  OF T H E  STATE OF ALA SKA

TW EN TY -F IFT H  L EG IS L A T U R E  - SECO N D  SPEC IAL SESSION 

BY TH E SENATE FINANCE C O M M IT T E E

Offered:
Referred:

Sponsor(s): HOUSE RULES C O M M IT T E E  BY REQUEST OF THE GOVERNOR

" A n  A c t  r e l a t i n g  to  t h e  p r o d u c t i o n  ta x  o n  o i l  a n d  g a s  a n d  to  c o n s e r v a t i o n  s u r c h a r g e s  o n  

o il;  r e l a t i n g  to  t h e  i s s u a n c e  o f  a d v i s o r y  b u l l e t i n s  a n d  t h e  d i s c l o s u r e  o f  c e r t a in

i n f o r m a t i o n  r e l a t i n g  to  t h e  p r o d u c t i o n  ta x  a n d  to  o i l  a n d  g a s  o r  g a s  o n ly  l e a s e s ;

p r o d u c t i o n  la x  o n  o i l  a n d  g a s ;  m a k i n g  c o n f o r m i n g  a m e n d m e n t s ;  a n d  p r o v i d i n g  f o r  a u  

e f f e c t i v e  d a t e ."

A  B I L L

F O R  A N  A C T  E N T I T L E D

i n f o r m a t i o n  r e l a t i n g  to  t h e  p r o d u c t i o n  ( a x  a n d  t h e  s h a r i n g  b e t w e e n  a g e n c i e s  o f  c e r t a i n

m a s t e r s ;  r e l a t i n g  t o  o i l  a n d  g a s  a u d i t o r s  a n d  c e r t a i n  o i l  a n d  g a s  a u d i t o r  s u p e r v i s o r s ;

-I-
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to icad:

L E G IS L A T IV E  INTENT, (a) It is the intent of the legislature that AS 43.55.075(b), 

enacted by see. 43 of this Act, confirm by ckrfication the long-standing interpretation of 

AS 43.05.260 by the Department of Revenue relating to limitation of assessments for the 

production tax on oil and gas and conservation surcharges on oil.

(b) It is the intent o f the legislature that the amount of money received by the state as 

a result of the retroactivity of certain provisions under see. 65 of this Act that exceeds the 

amount of money the state would have received if those provisions had not taken effect until 

January 1, 200S, will be appropriated to the public education fund (AS 14.17.300).

(c) It is the intent of the legislature that the legislature will responsibly invest the 

amounts received after December 31, 2007, as the result of the enactment of this Act that 

exceed the amounts that would have been received under AS 43.55.011 - 43.55.180, as those 

provisions read on June 30, 2007, as if  those provisions had been applied after December 31, 

2007, by making appropriations to the following:

and fix the compensation of assistants and employees necessary for the operations of 

the division; the director (AND] is the certifying officer of the division, with the 

consent of the commissioner, and may approve vouchers for disbursements of money 

appropriated to the division;

(1) the public education fund (AS 14.17.300);

(2) the budget reserve fund (art. IX, sec. 17. Constitution of the State of

Alaska);

(3) to extinguish the amount of the employers' unfunded liability in the

teachers' defined benefit retirement plan and the public employees' defined benefit retirement 

plan; and
(4) the development and implementation of a long-range fiscal plan for the

state.

* Sec. 2. AS 38.05.035(a) is amended to read:

(a) The director shall

( I ) have general charge and supervision of the division and may 

exercise the powers specifically delegated to the director; the director may employ

(2) manage, inspect, and control state land and improvements on it

S ( \ S (  S im  2(HII(M.N>
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belonging to the state and under the jurisdiction of the division;

(3) execute laws, rules, regulations, and orders adopted by the

commissioner;

(4) prescribe application procedures and practices for the sale, lease, 

or other disposition of available land, resources, property, or interest in them;

(5) prescribe fees or service charges, with the consent of the

commissioner, for any public service tendered;

(6) under the conditions and limitations imposed by law and the 

commissioner, issue deeds, leases^ or other conveyances disposing of available land, 

resources, property^ or any interests in them;

(7) have jurisdiction over state land, except that land acquired by the

Alaska World War II Veterans Board and the Agricultural Loan Board or the

departments or agencies succeeding to their respective functions through foreclosure 

or default; to this end., the director possesses the powers and, with the approval of the 

commissioner, shall perform the duties necessary to protect the state's rights and 

interest in state land, including the taking of all necessary action to protect and 

enforce the state's contractual or other property rights;

(8) [REPEALED

(9)] maintain the [SUCH] records [AS] the commissioner considers 

necessary, administer oaths, and do all things incidental to the authority imposed; the 

following records and files shall be kept confidential upon request o f the person 

supplying the information:

(A) the name of the person nominating or applying for the 

sale, lease, or other disposal of land by competitive bidding;

(B) before the announced time of opening, the names of the 

bidders and the amounts of ihe bids;

(C) all geological, geophysical, and engineering data supplied, 

whether or not concerned with the extraction or development of natural 

resources;

(D) except as provided in AS 38.05.036, cost data and 

financial information submitted in support of applications, bonds, leases, and

WORK D R A F T  WORK D R A F T  25-GH0014\R
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similar items;

(E) applications for rights-of-way or easements;

(F) requests for information or applications by public agencies 

for land (hat [W H ICH] is being considered for use for a public purpose;

(9} [(10)] account for the fees, licenses, taxes, or other money 

received in the administration of this chapter including the sale or leasing of land, 

identify their source, and promptly transmit them to the proper fiscal department after 

crediting them to the proper fund; receipts from land application filing fees and 

charges for copies of maps and records shall be deposited immediately in the general 

fund of the state by the director;

(10) |(11)] select and employ or obtain at reasonable compensation 

cadastral, appraisal, or other professional personnel the director considers necessary 

for the proper operation of the division;

(11) [(12)] be the certifying agent of the state to select, accept, and 

secure by whatever action is necessary in the name of the state, by deed, sale, gift, 

devise, judgment, operation of law, or other means any land, of whatever nature or 

interest, available to the state; and be the certifying agent of the state, to select, 

accept, or secure by whatever action is necessary in the name of the state any land, or 

title or interest to land available, granted, or subject to being transferred to the state 

for any purpose;

related to the administration of AS 3S.05.1 SO to the Department of Revenue for 

use in forecasting state revenue under or administering AS 43.55. whether or not 

those records, files, and other information are reunired to he kept confidential 

under (ft) of this subsection: in the ease of records, files, or other information 

retiuired to he Kept confidential under (X) of this subsection, the Department of 

Revenue shall maintain the confidentiality that the Department of .Natural 

Resources is required to extend to records, files, and other information under («S) 

of this subsection

(12) on rcpiicst. furnish records, files, and other information

[(13) R EP EA LED  

(I I) REPEALED].

s c s  ( s t i l t  2 0 IIK M N ) -4-
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* Sec. 3. AS 38.05.036(b) is amended to read:

(b) The Department of Revenue may obtain from the department information 

relating to royalty arid net proiits payments and to exploration incentive credits under 

this chapter or under AS 41.09, whether or not that information is confidential. The 

Department of Revenue may use the information in carrying out its functions and 

responsibilities under AS 43, and shall hold that information confidential to the extent 

required by an agreement with the department or by AS 38.05.035(a)(8) 

[AS 38.05.035(a)(9)], AS 41.09.010(d), or AS 43.05.230.

* Sec. 4. AS 38.05.036(1) is amended to read:

(f) Except as otherwise provided in this section or in connection with official 

investigations or proceedings of the department, it is unlawful for a current or former 

officer, employee, or agent of the state to divulge information obtained by the 

department as a result of an audit under this section that is required by an agreement

AS 41.09.010(d) to be kept confidential.

* See. 5. AS 3S.05.036(g) is amended to read:

(g) Nothing in this section prohibits the publication of statistics in a manner 

that maintains the confidentiality of information to the extent required by an

AS 41.09.010(d).

* See. 6. AS 38.05.123(1) is amended lo read:

(0 As part of the timber sale negotiations authorized by this section, the 

commissioner may require a prospective purchaser negotiating a timber sale contract 

to submit financial and technical data that demonstrates that the requirements of this 

section have been or w ill be met. Upon the prospective purchaser’s request, the 

commissioner shall keep data provided by the purchaser confidential in accordance 

with the requirements of AS 38.05.1135(a)(8) | AS 3S.05.035(a)(0)].

* Sec. 7. AS 38.05.133(e) is amended to read.

(e) The commissioner may make a written request to a prospective licensee 

for additional information on the prospective licensee’s proposal, flic commissioner 

shall keep confidential information described in AS 38.05.035(a)(8)

with the department or by AS 38.(15.035(a)(8) [AS 38.05.035(a)(9)] or

agreement with the department or by AS 3S.05.035(a)(8) [AS 38.05.035(a)(9)] or

STS (SUM 2001 (PIN)
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[AS 38.05.035(a)(9)] that is voluntarily provided if  the prospective licensee has made 

a written request that the information remain confidential,

* See. 8. AS 38.05.1 S0(j) is amended to read:

(j) The commissioner

(1) may provide for modification of royalty on individual leases, 

leases unitized as described in (p) of this section, leases subject to an agreement 

described in (s) or (t) of this section, or interests unitized under AS 31.05

(A) to allow for production from an oil or gas field or pool if

(i) the oil or gas field or pool has been sufficiently 

delineated to the satisfaction of the commissioner;

(ii) the field or pool has not previously produced oil or 

gas for sale; and

(iii) oil or gas production from the field or pool would 

not otherwise be economically feasible;

(B) to prolong the economic life of an oil or gas field or pool 

as per barrel or barrel equivalent costs increase or as the price of oil or gas 

decreases, and the increase or decrease is sufficient to make future production 

no longer economically feasible; or

(C) to reestablish production of shut-in oil or gas that would 

not otherwise be economically feasible;

(2) may not grant a royalty modification unless the lessee or lessees 

requesting the change make a clear and convincing showing that a modification of 

royalty meets the requirements of this subsection and is in the best interests of the 

state:

(3) shall provide for an increase or decrease or other modification of 

the state's royalty share by a sliding scale royalty or other mechanism that shall be 

based on a change in the price of oil or gas and may also be based on other relevant 

factors such as a change in production rate, projected ultimate recovery, development 

costs, and operating costs:

(•I) n.ay not grant a royalty reduction for a field or pool

(A) under ( I )(A) of this subsection if  the royalty modification

SC 'S C’S IIH  200l(l'*l.\)
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for the field or pool would establish a royalty rate of less than five percent in 

amount or value of the production removed or sold from a lease or leases 

covering the field or pool;

(B) under (1)(B) or (1)(C) of this subsection i f  the royalty 

modification for the field or pool would establish a royalty rate of less than 

three percent in amount or value of the production removed or sold from a 

lease or leases covering the field or pool;

(5) may not grant a royalty reduction under this subsection without 

including an explicit condition that the royalty reduction is not assignable without the 

prior written approval, which may not be unreasonably withheld, by the 

commissioner; the commissioner shall, in the preliminary and final findings and 

determinations, set out the conditions under which the royalty reduction may be 

assigned;

(6) shall require the lessee or lessees to submit, with the application 

for the royalty reduction, financial and technical data that demonstrate that the 

requirements of this subsection are met; the commissioner

(A) may require disclosure of only the financial and technical 

data related to development, production, and transportation of oil and gas or 

gas only from the field or pool that are reasonably available to the applicant; 

and

(B) shall keep the data confidential under AS 38.05.(135(a)(.S) 

[AS 38.05.035(a)(9)] at the request of the lessee or lessees making application 

for the royalty reduction; the confidential data may be disclosed by the 

commissioner to legislators and to the legislative auditor and as directed by 

ihe chair or vice-chair of the Legislative Budget and Audit Committee to the 

director of the division of legislative finance, the permanent employees of 

their respective divisions who are responsible for evaluating a royalty 

reduction, and to agents or contractors of the legislative auditor or the 

legislative finance director who arc engaged under contract to evaluate the 

royalty reduction, if they sign an appropriate confidentiality agreement;

(7) may

-7-
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(A) require the lessee or lessees making application for the 

royalty reduction under (1)(A) of this subsection to pay for the services of an 

independent contractor, selected by the lessee or lessees from a list of 

qualified consultants compiled by the commissioner, to evaluate hydrocarbon 

development, production, transportation, and economics and to assist the 

commissioner in evaluating the application and financial and technical data; 

if, under this subparagraph, the commissioner requires payment for the 

services of an independent contractor, the total cost of the services to be paid 

for by the lessee or lessees may not exceed S I50.000 for each application, and 

the commissioner shall determine the relevant scope of the work to be 

performed by the contractor; selection of an independent contractor under this 

subparagraph is not subject to AS 36.30;

(B) with the mutual consent ol' the lessee or lessees making 

application for the royalty reduction under (1)(B) or (1)(C) of this subsection, 

request payment for the services of an independent contractor, selected from a 

list of qualified consultants to evaluate hydrocarbon development, production, 

transportation, and economies by the commissioner to assist the commissioner 

in evaluating the application and financial and technical data; if, under this 

subparagraph, the commissioner requires payment for the sendees of an 

independent contractor, the total cost of the services that may be paid for by 

the lessee or lessees may not exceed S I50.000 for each application, and the 

commissioner shall determine the relevant scope of the work to be performed 

by the contractor; selection of an independent contractor under this 

subparagraph is not subject to AS 36.30;

(S) shall make and publish a preliminary findings and determination 

on the royalty reduction application, give reasonable public notice oi the preliminary 

findings and determination, and invite public comment on the preliminary findings 

and determination during a 30-day period for receipt of public comment;

(0) shall offer to appear before the Legislative Budget and Audit 

Committee, on a day that is not earlier than 10 days and not later than 20 days tiller 

giving public notice under (S) of this subsection, to provide the committee a review of

.’S  CM I It 2(HU(I* IN) -8-
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the commissioner's preliminary findings and determination on the royalty reduction 

application and administrative process; if  the Legislative Budget and Audit 

Committee accepts the commissioner's offer, the committee shall give notice of the 

committee's meeting to all members of the legislature;

(10) shall make copies of the preliminary findings and determination

available to

(A) the presiding officer of each house of the legislature;

(B) the chairs of the legislature's standing committees on

resources; and

(C) the chairs of the legislature's special committees on oil and

gas, i f  any;

(11) shall, within 30 days alter the close of the public comment period 

under (8) of this subsection,

(A) prepare a summary of the public response to the

commissioner's preliminary findings and determination;

(B) make a final findings and determination; the

commissioner's final findings and determination prepared under this 

subparagraph regarding a royalty reduction is final and not appealable lo the 

court;

(C) transmit a copy of the final findings and determination to

the lessee;

(D) with the applicant's consent, amend the applicant's lease or 

unitization agreement consistent with the commissioner's final decision; and

(fi) make copies of the final findings and determination 

available to each person who submitted comment under (8) of this subsection 

and who has filed a request for the copies:

(12) is not limited by the provisions of AS 38.05,13-1(3) or (1) of this 

section in the commissioner's determination under this subsection.

* See. y. AS 38.05,275(c) is amended to read:

(c) Subsection (b) of this section may not be construed to limit the director in 

the exercise of authority granted by AS 38.(15.1135(:»)( 11) | AS 38.05.035(a)(12)J,

-0- S C S  C S I I I t  20 ()1 (I'IN ) |
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* Sec. 10. AS 39.25.110 is amended by adding a new paragraph to read:

(42) oil and gas audit masters employed in a professional capacity b;

WORK DRAFT 25-GH0014'

the Department of Revenue and the Department of Natural Resources to collect oil 

and gas revenue by developing policy, conducting studies, drafting proposed 

regulations, enforcing regulations, and directing audits by oil and gas revenue 

auditors.

* Sec. 11. AS 41.09.010(d) is amended to read:

(d) Data derived from drilling a stratigraphic test well or exploratory well that 

is provided to the commissioner under (c)(3) of this section shall be kept confidential 

for 24 months after receipt by the commissioner unless the owner of the well gives 

written permission to the state to release the well data at an earlier date, and, 

notwithstanding AS 31.05.035(c), confidentiality may not be extended beyond 24 

months. The provisions of AS 38.05.035(a)(8)(C) [AS 38.05.035(a)(9)(C)] apply to 

other data provided to the commissioner under (c)(3) of this section, except that the 

commissioner, under appropriate confidentiality provisions and without preference or 

discrimination, may display to all interested third parties, but may not distribute or 

transfer in hard copy or electronic form, those data with respect to all land if  the 

commissioner determines that the limited disclosure is necessary to further the 

interest of the slate in evaluating or developing its land.

* See. 12. AS 43.05.230(a) is amended lo read:

state to divulge the amount of income or the particulars set out or disclosed in a report 

or return made under this title, except

(a) It is unlawful for a current or former officer, employee, or agent of the

(1) in connection with official investigations or proceedings of the 

department, whether judicial or administrative, involving taxes due under this title:

(2) in connection with official investigations or proceedings of the 

child support enforcement agency, whether judicial or administrative, involving child 

support obligations imposed or imposable under AS 25 or AS 47;

(3) as provided in AS 38.05.036 pertaining to audit functions of the 

Department of Natural Resources;
(4) as provided in AS 43.05.405 - 43.05.499; and

S C S C S I I B  20(11 (F IN ) -10-
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(5) as otherwise provided in this section or AS 43.55.890.

WORK DRAFT 25-GH0014'

3

4

5

6 

7 

S 

9

10

11

12

13
14

15

16

•  I ? | 
18

19

20 

21 
22

23

24

* Sec. 13. AS 43.05.230(h) is amended lo read:

(h) The commissioner shall, upon request, tumish to the Department of 

Natural Resources copies of tax returns, reports, and other documents filed under 

AS 43.55 or AS 43.65, and the Department of Revenue’s determinations and 

workpapers under those chapters. The Department of Natural Resources shall 

maintain the confidentiality that the Department of Revenue is required to extend to 

the returns, reports, documents, determinations, and workpapers furnished to the 

Department of Natural Resources under this subsection.

* Sec. 14. AS 43.05.260(a) is amended to read:

(a) Except as provided in (c) of this section. [AND] AS 43.20.200(b), and 

AS 43.55.075. the amount of a tax imposed by this title must be assessed within three 

years after the return was filed, whether or not a return was filed on or after the date 

prescribed by law. If  the tax is not assessed before the expiration of the applicable 

[THREE-YEAR] period, proceedings may not be instituted in court for the collection 

of the tax.

* See. 15. AS 43.55.011 (c) is repealed and reenacted to read:

(e) There is levied on the producer of oil or gas a tax for all oil and gas 

produced each calendar year from each lease or property in the state, less any oil and 

gas the ownership or right to which is exempt from taxation or constitutes a 

landowner's royalty interest. Except as otherwise provided under (1). (j). and (k) of 

this section, the tax is equal to the production tax value of the taxable oil and gas as 

calculated under AS 43.55.160 multiplied by the tax rate determined under (g) of this 

section.

* See. 16. AS 43.55.011(f) is amended to read:

(0 Jhe levy of tax under this section for [ON A P R O D U CER  OF] oil and gas 

produced north of 68 degrees North latitude, other than nil and uas production 

subject to (i) of this section, may not be less than

( I ) four percent of the gross value at the point of production when the 

average price per banel for Alaska North Slope crude oil lor sale on the United States 

West Coast during the calendar year for which the tax is due is more than S25;

-11-
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(2) three percent of the gross value at the point of production when the 

average price per barrel for Alaska North Slope crude oil for sale on the United States 

West Coast during the calendar year for which the tax is due is over $20 but not over 

$25;
(3) two percent of the gross value at the point of production when the 

average price per barrel for Alaska North Slope crude oil for sale on the United States 

vVest Coast during the calendar year for which the tax is due is over S I7.50 but not 

over $20;
(4) one percent of the gros^ value at the point of production when the 

average price per barrel for Alaska North Slope crude oil for sale on the United States 

West Coast during the calendar year lor which the tax is due is over $15 but not over 

$17.50; or

(5) zero percent of the gross value at the point of production when the 

average price per barrel for Alaska North Slope crude oil for sale on the United States 

West Coast during the calendar year for which the tax is due is $15 or less.

* Sec. 17. AS 43.55.011(g) is repealed and reenacted to read:

(g) The tax rate applied to the monthly production fax value of oil and gas 

under (e) of this section for each month of the calendar year in which the tax is levied 

is 22.5 percent plus, for each month for which the monthly average production tax 

value for each BTU equivalent barrel is more than

(1) $30 but not more than $50. 0.6 percent multiplied by the number 

that represents the difference between the average production tax value for each BTU  

equivalent barrel of the taxable oil and gas for that month and $30;

(2) $50 but not more than $70, the sum of 12 percent and the product 

of 0.5 percent multiplied by the number that represents the difference between the 

average production tax value for each BTU  equivalent barrel of the taxable oil and 

gas for that month and $50:

(3) $70 but not more than $90, the sum of 22 percent and the product 

of 0.35 percent multiplied by the number that represents the difference between the 

average production tax value for each BTU  equivalent barrel of the taxable oil and 

gas for that month and $70;

WORK DRAFT WORK DRAFT 25-GHOOI4\R|
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(4) S90, the sum of 29 percent and the product of 0.1 perccr

WORK D R A F T 25-GI 10014'

multiplied by Ihe number that represents the difference between the average 

production tax value for each BTU equivalent barrel of the taxable oil and gas for that 

month and $90, except that the sum determined under this paragraph may not exceed 

50 percent, and the total tax rate under this subsection may not exceed 75 percent.

* Sec. 18. AS 43.55.01 l(j) is amended to read:

(j) I:or a calendar year before 2022, the [TOTAL] tax levied by (e) [AND (g)] 

of this section for [ON] gas produced from a lease or property in the Cook Inlet 

sedimentary basin may not exceed

production of gas before April 1, 2006, the product obtained by multiplying (A) the 

amount of taxable gas produced during the calendar year from the lease or property, 

times (B) the average rate of tax that was imposed under this chapter for [ON] 

taxable gas produced from the lease or property for the 12-month period ending on 

March 31, 2006, times (C) the quotient obtained by divid ing the total gross value at 

the point of production o f the taxable gas produced from the lease or property during 

the 12-month period ending on March 31. 2006, by the total amount of that gas;

production of gas after March 31, 2006, the product obtained by multiplying (A) the 

amount of taxable gas produced during the calendar year from the lease or property.

taxable gas produced from all leases or properties in the Cook Inlet sedimentary basin

value for gas delivered in the Cook Inlet area lor the 12-month period ending 

March 31, 2006, as determined by the department under AS 43.55.020(1).

* Sec. 19. AS 43.55.011 (k) is amended to read:

(g)] of this section for [ON] oil produced from a lease or property in the Cook Inlet 

sedimentary basin may not exceed

(1) for a lease or property that first commenced Commercial 

production of oil before April 1. 2006, the product obtained hy multiplying (A) the

(1) for a lease or property that first commenced commercial

(2) for a lease or property that first commences commercial

times (B) the average rate of tax that was imposed under this chapter for [ON]

for the 12-month period ending on March 31. 2006, times (C) the average prevailing

(k) For a calendar year before 2022. the [TOTA1 ] tax levied by (e) [AND

-13-
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amount of taxable oil produced during the calendar year from th lease or property, 

times (B) the average rate of tax that was imposed under this chapter for [ON] 

taxable oil produced from the lease or property for the 12-month period ending on 

March 31, 2006, times (C) the quotient obtained by dividing the total gross value at 

the point of production of the taxable oil produced from the lease or property during 

the 12-inonth period ending on March 31, 2006, by the total amount of that oil;

production of oil after March 31, 2006, the product obtained by multiplying (A) the 

amount of taxable oil produced during the calendar year from the lease or property, 

times (B) the average rate of tax that was imposed under this chapter for [ON] 

taxable oil produced from all leases or properties in the Cook Inlet sedimentary basin 

for the 12-month period ending on March 31, 2006, times (C) the average prevailing 

value for oil produced and delivered in the Cook Inlet area for the 12-month period 

ending on March 31, 2006, as determined by the department under AS 43.55.020(f).

* Sec. 20. AS 43.55.01 l(m) is repealed and reenacted:

regulation a method to ensure that for a calendar year for which a producer's tax 

liability is limited by AS 43.55.011 (j) or (k). tax credits otherwise available under

gas subject to the limitations in AS 43.55.011 (j) and (k) are accounted for as though

the limitations under AS 43.55.01 l(j) and (k) so as to reduce the tax liability to the 

maximum amount provided for under AS 43.55.01 l(j) for the production o f gas or 

A S 43.55.011 (k) for the production of oil. The  regulation must provide for a

(k). Only the amount of a tax credit remaining after the accounting provided for under 

this subsection may he used for a later calendar year, transferred to another person, or 

applied against a tax levied on the production of oil or gas not subject to 

AS 43.55.011 (j) nr (k) to the extent otherwise allowed.

(2) for a lease or property that first commences commercial

(m) Notwithstanding any contrary provision of AS 38.05.lS0(i), 

AS 41.09.010, AS 43.55.024, or 43.55.025, the department shall provide by

AS 3S.05.1 S0(i), AS 41.09.010, AS 43.55.024, or 43.55.025 and allocated lo oil or

the credits had been applied first against a tax liability calculated without regard to

* Sec. 21. AS 43.55.020(a) is repealed and reenacted lo read:
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(a) For a calendar year, a producer subject to tax under AS 43.55.011(e) - (i) 

shall pay the tax as follows:

(1) an installment payment of the estimated tax levied by 

AS 43,55.011(c) and (i), net of any tax credits applied as allowed by law, is due for 

each month of the calendar year on the last day of the following month; except as 

otherwise provided under (2) of this subsection, the amount of the installment 

payment is the sum of the following amounts, less 1/12 of the tax credits that are 

allowed by law to be applied against the tax levied by AS 43.55.011(e) and (i) for the 

calendar year, but the amount of the installment payment may not be less than zero:

(A) for oil and gas produced front leases or properties in the 

state outside the Cook Inlet sedimentary basin, other than leases or properties 

subject to AS 43.55.011(f), the greater of

(i) zero; or

(ii) 22.5 percent of the remainder obtained by 

subtracting 1/12 of the producer's adjusted lease expenditures for the 

calendar year of production under AS 43.55.165 and 43.55.170 that are 

deductible for the leases or properties under AS 43.55.160 from the 

gross value at the point of production of the oil and gas produced from 

the leases or properties during the month for which the installment 

payment is calculated;

(B) for oil and gas produced from leases or properties subject 

to AS 43.55.011(1), the greatest of

(i) zero;

(ii) zero percent, ('tie percent, two percent, three 

percent, or lour percent, as applicable, of the gross value at the point of 

production of the oil and gas produced from all leases or properties 

during the month for which the installment payment is calculated; or

(iii) 22.5 percent of the remainder obtained by 

subtracting 1/12 of the producer's adjusted lease expenditures for the 

calendar year of production under AS 43.55.165 and 43.55.170 that are 

deductible for those leases or properties under AS 43.55.160 from the

-15-
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gross value at the point o f production of the oil and gas produced from 

those leases or properties during the month for which the installment 

payment is calculated;

(C) for oil and gas produced from each lease or property 

subject to AS 43.55.011 (j) or (k). the greater of

(i) zero; or

(ii) 22.5 percent of the remainder obtained by 

subtracting 1/12 of the producer's adjusted lease expenditures for the 

calendar year of production under AS 43.55.165 and 43.55.170 that are 

deductible under AS 43.55.160 for oil or gas, respectively, produced 

from the lease or property from the gross value at the point of 

production of the oil or gas, respectively, produced from the lease or 

property during the month for which the installment payment is 

calculated;

(2) an amount calculated under (1)(C) of this subsection for oil or gas 

produced from a lease or property subject to AS 43.55.01 l(j) or (k) may not exceed 

the product obtained by carrying out the calculation set out in AS 43.55.01 l(j)(l) or

(2), as applicable, for gas or set out in AS 43.55.01 l(k)(l) or (2), as applicable, for 

oil, but substituting in AS 43.55.01 l(j)(l)(A) or (2)(A), as applicable, the amount of 

taxable gas produced during the month for the amount of taxable gas produced during 

the calendar year and substituting in AS 43.55,011 (k)( I )(A) or (2)(A). as applicable, 

the amount of taxable oil produced during the month for the amount of taxable oil 

produced during the calendar year;

(3) an installment payment of the estimated tax levied by 

AS 43.55.01 l(i) for each lease or property is due for each month of the calendar year 

on the last day of the following month; the amount of the installment payment is the 

sum of
(A) the applicable tax rate for oil provided under 

AS 43.55.01 l(i), multiplied by the gross value at the point of production of 

the oil taxable under AS 43.55.01 l(i) and produced from the lease or property 

during the month; and

SCS C'SIIH 2001 (!•’IN) -Hi-
New Text Vndoi l i iw d  {DELETED TEXT BRACKETED}



WORK DRAFT

(B) the applicable tax rate for gas provided unde
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AS 43.55.01 l(i), multiplied by the gross value at the point of production of 

the gas taxable under AS 43.55.01 l(i) and produced from the lease or property 

during the month;

(4) any amount of tax levied by AS 43.55.011(e) - (i), net of any 

credits applied as allowed by law, that exceeds the total of the amounts due as 

installment payments of estimated tax is due on March 31 of the year following the 

calendar year of production.

* Sec. 22. AS 43.55.020(g) is amended to read:

(g) Notwithstanding any contrary provision of AS 43.05.225, an unpaid 

amount of an installment payment required under (a)(1) - (3) [(a)(1) - (4)] of this 

section that is not paid when due bears interest (1) at the rate provided for an 

underpayment under 26 U.S.C. 6621 (Internal Revenue Code), as amended, 

compounded daily, from the date the installment payment is due until [THE] 

March 31 following the calendar year of production [DESCRIBED IN 

AS 43.55.030(a)], and (2) as provided for a delinquent tax under AS 43.05.225 after 

that March 31. Interest accrued under (1) of this subsection that remains unpaid after 

that March 31 is treated as an addition to tax that bears interest under (2) of this 

subsection. An unpaid amount of tax due under (a)(4) [(a)(5)] of this section that is 

not paid when due bears interest as provided for a delinquent tax under AS 43.05.225.

* See. 23. AS 43.55.020(h) is amended to read:

(h ) Notwithstanding any contrary provision of AS 43.05.280,

(1) an overpayment of an installment payment required under (a)(1) - 

(3) [(a)(l) - (4)] of this section bears interest at the rate provided for an overpayment 

under 26 U.S.C. 6621 (Internal Revenue Code), as amended, compounded daily, from 

the later of the date the installment payment is due oi the date the overpayment is 

made, until the earlier of
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(2) except as provided under (1) of this subsection, interest with 

respect to an overpayment is allowed only on any net overpayment of the payments 

required under (a) of this section that remains after the later of [THE] March 31 

following the calendar vear of production [D ES C R IB ED  IN AS 43.55.030(a)] or 

the date that the statement required under AS 43.55.030(a) is filed;

(3) interest is allowed under (2) of this subsection only from a dale 

that is 90 days after the later of [THE] March 31 following the calendar vear of 

production [D ES C R IB ED  IN AS 43.55.030(a)] or the date that the statement 

required under AS 43.55.030(a) is filed; interest is not allowed if the overpayment 

was refunded within the 90-day period;

(4) interest under (2) and (3) of this subsection is paid at the rate and 

in the manner provided in AS 43.05.225( 1).

* Sec. 24. AS 43.55.023(a) is amended to read:

(a) A producer or explorer may take a tax credit for a qualified capital 

expenditure as follows:
(1) notwithstanding that a qualified capital expenditure may be a 

deductible lease expenditure for purposes of calculating the production tax value of 

oil and gas under AS 43.55.160(a). unless a credit for that expenditure is taken under 

AS 3S.05.180(i), AS 41.09.010. AS 43.20.043, or AS 43.55.025, a producer or 

explorer that incurs a qualified capital expenditure may also elect to apply [TAKE] a 

tax credit against a tax levied by [D U E  U N D ER ] AS 43.55.011(e) in the amount of 

20 percent of that expenditure; however, not more than half of the tax credit mav 

he applied for a single calendar vear:

(2) a producer or explorer may take a credit for a qualified capital 

expenditure incurred in connection with geological or geophysical exploration or in 

connection with an exploration well only if  the producer or explorer [PROVIDES TO  

T i l l :  D E P A R T M E N T , AS PART OF THE S T A T E M E N T  R E Q U IR ED  U N D ER  

AS 43.55.030(0) FOR THE C A LE N D A R  Y EA R  FOR W H IC H  T H E  C R E D IT  IS 

SO U G H T  TO  BE T A K E N , T H E  P R O D U C ER ’S OR EXPLORER'S W R IT T E N  

A G R E E M E N T ]
(A) agrees, in writing, to the applicable provisions of
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AS 43.55.025(0(2) [TO N O T IF Y  T H E  D EP A R TM EN T  O E  N A T U R A L  

RESOURCES, B EFO R E  T H E  LATER OF 30 DAYS  AFTER  

C O M P L E T IO N  OF T H E  G E O L O G IC A L  OR G E O P H Y S IC A L  DATA  

PROCESSING OR C O M P L E T IO N  O F T H E  W E LL , OR 30 DA YS  AFTER  

T H E  S T A T EM E N T  IS F ILED , O F  T H E  DA TE  O F  C O M P L E T IO N  A N D  TO 

S U B M IT  A REPORT TO  T H A T  D E P A R T M E N T  D E S C R IB IN G  TH E  

PROCESSING S E Q U E N C E  A N D  PRO V ID E  A LIST O F  D A TA  SETS 

A V A ILA B LE ] ;

(B) submits [T u  PROVIDE] to the Department of Natural 

Resources all data llial would lie required to he submitted iiikR t  

AS 43.55.025(0(2) [, W IT H IN  30 DAYS AFTER  T H E  D A T E  OF A 

REQUEST, SPECIFIC  D A TA  SETS, A N C IL L A R Y  DATA . A ND  

REPORTS ID E N T IF IE D  IN (A) O F  THIS PARAGRAPH];

(3) a tax credit for a qualified capital expenditure to explore for. 

develop, or produce nil or »as deposits subject to AS 43.55.011(0 mas- not be 

applied against a lax for oil or »as produced from a lease or property not subject 

to AS 43.55.011(0

[(C) TH A T , N O T W IT H S T A N D IN G  A N Y  PRO V IS IO N  OF  

AS 38. T H E  D E P A R T M E N T  O F  N A TU R A L  RESOURCES  S H A LL  H O LD  

C O N F ID E N T IA L  T H E  IN F O R M A T IO N  P R O V ID ED  TO  T H A T  

D E P A R T M E N T  U N D E R  THI S PARAGRAPH FOR 10 YEARS  

F O L L O W IN G  T H E  C O M P L E T IO N  DATE, A F I  ER W H IC H  TH E  

D E P A R T M E N T  S H A LL  P U B L IC L Y  RELEA SE T H E  IN FO R M A T IO N  

A FT ER  30 DA YS ’ PUBL IC  N O T ICE] .

* See. 25. AS 43.55.023(b) is amended to read:

(b) A producer nr explorer may elect to take a tax credit in the amount of 22.5 

1201 percent o f a carried-forward annual loss. A credit under this subsection may be 

applied against a tax levied bv [DUE IJNDER] AS 43.55.011(e). For purposes of this 

subsection, a carried-forward annual loss is the amount o f a producer's or explorer's 

adjusted lease expenditures under AS 43,55.165 and 43.55.170 for a previous 

calendar year that was not deductible in ealeidnlint; production tax values for tint

WORK DRAFT WORK DRAFT 25-GII0014\R
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calendar year under AS 43.55.160 [AS 43.55.160(b) A N D  (c)].

* Sec. 26. AS 43.55.023(d) is amended to read:

(d) Except as limited by (i) of this section, a person that is entitled to lake a 

tax credit under this section, other than a tax credit described in (a)(3) of this 

section, and that wishes to transfer the unused credit to another person or obtain a 

cash payment may apply to the department for [A] transferable tax credit certificates 

[CERT IF ICA TE]. An application under this subsection must be in a form prescribed 

by the department and must include supporting information and documentation that 

the department reasonably requires. The department shall grant or deny an 

application, or grant an application as to a lesser amount than that claimed and deny it 

as to the excess, not later than 120 [60] days after the latest of (1) March 31 of the 

year following the calendar year in which the qualified capital expenditure or carried- 

forward annual loss for which the credit is claimed was incurred; (2) [IF T H E  

A P P L IC A N T  IS R E Q U IR ED  U N D ER  AS 43.55.030(a) TO  F ILE  A S TA T EM EN T  

O N  OR B EFO R E  M A R C H  31 OF T H E  V E A R  F O L L O W IN G  T H E  C A LEN D A R  

Y E A R  IN W H IC H  T H E  Q U A L IF IE D  CA P ITA L  EX P EN D ITU R ES  OR CARRIED-  

FO R W A R D  A N N U A L  LOSS FOR W H IC H  T H E  C R E D IT  IS C L A IM E D  WAS  

IN C U R R ED ,]  the date the statement required under AS 43.55.030(a) or (c) was 

filed for the calendar year in which the qualified capital expenditure or carricd- 

forwiird annual loss for which the credit is claimed was incurred ; or (3) the date 

the application was received by the department. If, based on the information then 

available to it, the department is reasonably satisfied that the applicant is entitled to a 

credit, the department shall issue the applicant two [A| transferable tax credit 

certificates', eaeli [CF.R'l IF ICATE] for ha lf of the amount of the credit. H ie  credit 

shown on one of tlie two certificates is available for immediate use. The credit 

shown on the second of the two certificates mas not he applied against a tax for a 

calendar vear earlier than the calendar vear following the calendar vear in 

which the certificate is issued, and Ihe certificate must contain a conspicuous 

statement to that effect. A certificate issued under this subsection docs not expire.

* See. 27. AS 43.55.023(c) is amended to read:

(c) A person to which a transferable tax credit certificate is issued under (d)
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of this section may transfer the certificate to another person, and a transferee may 

further transfer the certificate. Subject to the limitations set out in (a) - (tl) [(a) - (c)] 

of this section, and notwithstanding any action the department may take with respect 

to the applicant under (g) o f this section, the owner of a certificate may apply the 

credit or a portion of the credit shown on the certificate only against a tax levied hv 

[DUE  UN DER] AS 43.55.011(c). However, a credit shown on a transferable tax 

credit certificate may not be applied to reduce a transferee's total tax liability [DUE] 

under AS 43.55.011(e) for [ON] oil and gas produced during a calendar year to less 

than 80 percent o f the tax that would otherwise be due without applying that credit. 

Any portion of a credit not used under this subsection may be applied in a later 

period.

* Sec. 28. AS 43.55.023(i) is amended to read:

(i) For the purposes of this section,

( I ) a producer’s or explorer's tiansitional investmeni expenditures are 

the sum of the expenditures the producer or explorer incurred after March 31, 2001. 

and before April 1, 2006, that would be qualified capital expenditures i f  they were 

incurred afier March 31, 2006, less the sum of the payments or credits the producer or 

explorer received before April 1, 2006, for the sale or other transfer of assets, 

including geological, geophysical, or well data or interpretations, acquired by the 

producer or explorer as a result of expenditures the producer or explorer incurred 

before April 1, 2006, that would be qualified capital expenditures, if they were 

incurred after March 31, 2006;

of oil or uas from a lease or property in I lie stale before April 1. 21)06, may elect

amount of 20 percent o f the producer's or explorer's transitional investment 

expenditures, but only to the extent that the amount does not exceed 1/10 of the 

producer's or explorer's qualified capital expenditures that are incurred during the 

calendar year for which the credit is taken;

(3) a producer or explorer may not lake a tax credit for a transitional 

investment expenditure

(2) a producer or explorer that did not have commercial production

to take a tax credit against a tax levied In [Dl E U N D ER ] AS 43.55.011(e) in the

-21*
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(A) for any calendar year after [THE LATER OF

(i)] 2013; [OR

(ii) T H E  S IXTH  C A LE N D A R  Y EA R  A FT ER  TH E  

C A L E N D A R  YEAR  FOR W H IC H  T H E  P R O D U CER  FIRST 

APPLIES A C R ED IT  U N D E R  TH IS  SUBSECTION A G A IN S T  A 

T A X  D U E  UN DER  AS 43.55.011(e), IF T H E  P R O D U CER  D ID  NOT  

H A V E  C O M M E R C IA L  P R O D U C T IO N  OF O IL  OR GAS FR O M  A 

LEA S E  OR PROPERTY IN T H E  STATE BEFORE A PR IL  1, 2006;]

(B) more than once; or
(C) if a credit for that expenditure was taken under

AS 38.05.180(i), AS 41.09.010, AS 43.20.043, or AS 43.55.025;

(4) notwithstanding (d). (e). and (g) of this section, a producer or 

explorer may not transfer a tax credit or obtain a transferable tax credit certificate for 

a transitional investment expenditure.

* Sec. 29. AS 43.55.023 is amended by adding a new subsection to read:

(/) An entity that is exempt from taxation under this chapter may not apply 

fora transferable tax credit certificate.

* See. 30. AS 43.55.025(a) is amended to read:

(a) Subject lo the terms and conditions of this section, a credit against the 

production tax levied bv [DUE UNDER] AS 43.55.011(c) [OR (I)] is allowed for 

exploration expenditures that qualify under (b) of this section in an amount equal to 

one o f  the following:

(1) 20 percent of the total exploration expenditures that qualify only 

under (b) and (c) o f this section;

(2) 20 percent of the total exploration expenditures |FO R  W O R K  

P E R FO R M ED  B E FO R E  JULY 1. 2007. AND] that qualify only under (b) and (d) of 

this section;
(3) 40 percent of the total exploration expenditures that qualify ut tier

(b), (c). and (d) of this section; or
(4) 40 percent of the total exploration expenditures that quality only 

under (b) and (e) o f this section.
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* See. 31. AS 43.55.025(b) is amended to read:

(b) To qualify for the production tax credit under (a) of this section, an 

exploration expenditure must be incurred for work performed [ON OR] after 

December 31. 2007 [JULY 1, 2003], and before July 1, 2016, [E X C E P T  TH A T  AN  

E X P L O R A T IO N  EX P EN D ITU R E  FOR A C O O K  IN LET  PROSPECT MUST BE 

IN C U R R E D  FOR W O R K  P ER FO R M ED  ON OR A FTER  JULY 1, 2005,] and

(1) may be for seismic or other geophysical exploration costs not 

connected with a specific well;

(2) if  for an exploration well,

(A) must be incurred by an explorer that holds an interest in 

the exploration well lor which the production tax credit is claimed;

(B) may be for either a [AN O IL  OR GAS D ISCO VERY]  

well that encounters an oil or gas deposit or a dry hole; [AND]

(C) must be for a well that lias been completed, suspended, 

or abandoned at the time the explorer claims the tax credit under (0 of 

this section; and

(D) must be for goods, services, or rentals of personal 

property reasonably required for the surface preparation, drilling, casing, 

cementing, and logging of an exploration well, and. in the case o f a dry hole, 

for the expenses required for abandonment if  the well is abandoned within 18 

months after the date the well was spudded;

(3) may not be for [TEST ING, S T IM U LA T IO N , OR C O M P L E T IO N  

COSTS;] administration, supervision, engineering, or lease operating costs; 

geological or management costs; community relations or environmental costs; 

bonuses, taxes, or other payments to governments related lo the well; costs arising 

front »ross nc i; l i»cn it‘ or violation of health, surety, or environmental statutes or 

regulations: or other costs that are genet IIy recognized as indirect costs ot financing 

costs: and

(4) may not be incurred for an exploration well or seismic exploration 

that is included in a plan of exploration or a plan of development for any unit before 

M av  14. 21)113 I ON  M A Y  13, 2003].

-23- SCS CSIIti 2(KI!(I<1N)
.VfU Text U n d rr l jn r d  [1>MA I K  'I'KXT DRACKLVED]



WORK D R A F T WORK D R A F T 25-GH00M\R I

* Sec. 32. AS 43.55.025(c) is repealed and reenacted to read:

(c) To be eligible for the 20 percent production tax credit authorized by (a)(1) 

of this section or the 40 percent production tax credit authorized by (a)(3) of this 

section, exploration expenditures must

(1) qualify under (b) of this section; and

(2) be for an exploration well, subject to the following:

(A) before spudding the well,

(i) the explorer shall submit to the commissioner of 

natural resources the information necessary to determine whether the 

geological objective of the well is a potential oil or gas trap that is 

distinctly separate from any trap that has been tested by a preexisting 

well; and

(ii) the commissioner of natural resources must make 

an affirmative determination on that question; the commissioner of 

natural resources shall decide whether to make that determination 

within 60 days after receiving all the necessary information from the 

explorer and based on the information received and on other 

information the commissioner of natural resources may consider 

relevant;

(B) for an exploration well other than a well to explore a Cook 

Inlet prospect, the well must be located and drilled in such a manner that the 

bottom hole is located not less than three miles away from the bottom hole of 

a preexisting well drilled for oil or gas. irrespective o f whether the preexisting 

well has been completed, suspended, or abandoned;

(C) after completion, suspension, or abandonment of the 

exploration well, the commissioner of natural resources must determine that 

the well adequately achieved the explorer's stated geological objective.

* Sec. 33. AS 43.55.025(0 amended to read:

(0 For a production tax credit under this section,

(1) an explorer shall, in a form prescribed by the department and. 

except for a credit under (/) of this section, within six months of the completion of
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the exploration activity, claim the credit and submit information sufficient to 

demonstrate to the department’s satisfaction that the claimed exploration expenditures 

qualify under this section;

(2) an explorer shall agree, in writing,

(A) to notify the Department of Natural Resources, within 30

days after completion of seismic or geophysical data processing, completion 

of [A] well d r i l l ing , or filing of a claim for credit, whichever is the latest, for 

which exploration costs arc claimed, of the date of completion and submit a 

report to that department describing the processing sequence and providing a 

list of data sets available; [IF, U N D ER  (c)(2)(B) OF THIS SECTION, AN  

EX PLO RER  SUBM ITS  A C L A IM  FOR A C R E D IT  FOR EX PEND ITUR ES  

FOR AN E X P L O R A T IO N  W E L L  T H A T  IS L O C A T E D  W IT H IN  T H R E E  

M ILES  O F A  W E L L  A LR EA D Y  D R IL L E D  FOR O IL  A N D  GAS, IN 

A D D IT IO N  T O  T H E  SUBMISSIONS R E Q U IR ED  U N D ER  (1) OF THIS  

SUBSECTION, T H E  EXPLORER  SHALL S U B M IT  T H E  IN FO R M A T IO N  

NECESSARY  FO R  T H E  CO M M IS S IO N ER  O F  N A T U R A L  RESOURCES  

TO  E V A L U A T E  T H E  V A L ID IT Y  OF T H E  E X P L O R E R ’S C L A IM  TH A T  

T H E  W E L L  IS D IR E C T E D  AT A D IS T IN C TLY  SEPARATE  

EX P LO R A T IO N  TA R G ET , A N D  T H E  C O M M IS S IO N ER  OF N A TU R A L  

RESOURCES SHALL, UPON R ECE IP T  O F A LL  E V ID E N C E  

S U FF IC IEN T  FOR TH E  C O M M IS S IO N ER  TO  E V A L U A T E  TH E  

EX P LO R ER ’S C L A IM . M A K E  T H A T  D E T E R M IN A T IO N  W IT H IN  60 

DAYS;]

Department of Natural Resources, specific data sets, ancillary data, and 

reports identified in (A) of this paragraph; in this subparagraph.

survey area covers nonstate land in addition to slate land or land 

in a unit in addition to land outside a unit:

(B) to provide to the Department of Natural Resources, within 

30 days after the date of a request, unless a longer period is provided l>v Hie

(i) a seismic or geophysical data set includes the 

data for an entire seismic stirveu irrespective of whether the

-25*
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(ii) well data Include all derivative products, results, 

and copies of data collected and data analyses for the well; well 

logs; sample analyses: geophysical and velocity data including  

vertical seismic profiles and check shot surveys: and tangible 

material including, for each whole core collected, a lengthwise cut 

slab that is at least 1/3 of the whole core volume, and 

representative samples, as specified bv the Department of Natural 

Resources, of other uaseous, l iqu id, or solid material collected 

from dril l ing  or testing the well;

(C) that, notwithstanding any provision of AS 3S, information 

provided under this paragraph w ill be held confidential by the Department of 

Natural Resources

(i) Li the ease of well data, until the expiration of the 

24-month period of confidentiality described in AS 31.05.035(c). 

without extension, after wh ich  the Department of Natural 

Resources [FOR 10 YEARS  F O L L O W IN G  T H E  C O M P L E T IO N  

DA TE , A T  W H IC H  T IM E  T H A T  D EP A R TM EN T ] will release the 

information after 30 days' public notice unless, in the discretion of 

the commissioner of natural resources, it is necessary to withhold  

the well data in order to avoid disclosing information relating to 

the valuation of unlcased acreage in the same vicinity:

(ii) in the ease of seismic or other geophysical data, 

other than seismic data acquired by seismic exploration subject to 

(/) of this section, for 10 years following the completion date, at 

which time the Department of Natural Resources will release the 

information after 30 days' pub lic  notice;

(iii) in the case of seismic data obtained bv seismic 

exploration subject to (/) of (his section, only until the expiration of 

30 days' public notice issued on or after the date the production 

tax credit certificate is issued under (5) of this subsection;

(3) if  more than one explorer holds an interest in a well or seismic

S C S C S U H  2 (lt)lfl- IN ) -2t»-
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exploration, each explorer may claim an amount of credit that is proportional to the 

explorer's cost incurred;

(4) the ucpartment may exercise the full extent of its powers as though 

the explorer were a taxpayer under this title, in order to verify that the claimed 

expenditures are qualified exploration expenditures under this section; and

(5) if the department is satisfied that the explorer's claimed 

expenditures are qualified under this section and that all data required to be 

submitted under this section have been submitted, the department shall issue to the 

explorer a production tax credit certificate for the amount of credit to be allowed 

against production tuxes levied bv AS 43.55.01 lfe): notwithstanding anv contrary 

provision of AS 38. AS 40.25.100. or AS 43.05.230. the following information is 

not confidential:

(A) the explorer's name:

(B) the date of the application:

(C) the location of the well or seismic exploration:

(I)) the dale of the department's issuance of (be certificate;

and
(E) the date on which the information required to be 

submitted under this section will be released [D U E  U N D ER  

AS 43.55.011(e) OR (0].

* Sec. 34. AS 43.55.025(g) is amended to read:
(g) An explorer, other than an entity that is exempt from taxation under 

this chapter, may transfer, convey, or sell its production tax credit certificate to any 

person, and any person who receives a production tax credit certificate may also 

transfer, convey, or sell the certificate.

* See. 35. AS 43.55.025(h) is amended to read:

(11) A producer that purchases a production tax credit certificate may apply 

the credits against its production tax levied bv [L IA B IL IT V  UNDER) 

AS 43.55.011(e) [OR (l)|. Regardless of the price the producer paid for the 

certificate, the producer may receive a credit against its production tax liability ibr the 

full amount ot the credit, but for not more than the amount for which the certificate is
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issued. A production tax credit allowed under this section may not be applied more 

than once.

* Sec. 36. AS 43.55.025(i) is repealed and reenacted to read:

(i) For a production tax credit under this section,

(1) a credit may not be applied lo reduce a taxpayer's tax liability 

under AS 43.55.011(e) below zero for a calendar year; and

(2) an amount of the production lax credit in excess of the amount that 

may be applied for a calendar year under this subsection may be carried forward and 

applied against the taxpayer's tax liability under AS 43.55.011(e) in one or more later 

calendar years.

* See. 37. AS 43.55.025(k) is amended by adding a new paragraph to read:

(4) "preexisting well" means a well that was spudded more than 540 

days but less than 35 years before the date on which the exploration well to which il 

is compared is spudded.

* See. 38. AS 43.55.025 is amended by adding a new subsection to read:

(/) Subject to the terms and conditions of this section, if  a claim is filed under

(f)(1) of this section before January 1, 2016, a credit against the production tax levied 

by AS 43.55.011(e) is allowed in an amount equal to five percent of an eligible 

expenditure under this subsection incurred for seismic exploration performed before 

July 1, 2003. To be eligible under this subsection, an expenditure must

(1) have been for seismic exploration that

(A) obtained data that the commissioner of natural resources 

considers to be in the best interest of the state to acquire for public 

distribution; and

(U) was conducted outside the boundaries of a production unit: 

however, the amount of the expenditure that is otherwise eligible under this 

section is reduced proportionately by the portion of the seismic exploration 

activity that crossed into a production unit; and

(2) qualify under (b)(3) of this section.

* See. 39. AS 43.55.030(a) is amended to read:
(a) A producer that produces oil or mis from a lease or n ione itv  in the

S C S  C S I IH  2001(I''IN ) -28-
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AS 43.55.020(a) for that oil or gas, [THE PERSON P A Y IN G  T H E  TAX] shall file 

with Ihe department on March 31 of the following year [FO LLO W IN G  T H E  

C A L E N D A R  Y E A R  FO R  W H IC H  T H E  TA X  WAS L EV IE D ]  a statement, under 

oath, in a form prescribed by the department, giving, with other information required, 

the following:

(1) a description of each lease or property from which [THE] oil or 

[AND] gas was [W ERE] produced, by name, legal description, lease number, or 

accounting codes assigned by the department;
(2) the names of the producer and, if different, the person paying the

tax, if  anv;
(3) (lie gross amount of oil and the gross amount of gas produced from 

each lease or property, and the percentage of the gross amount of oil and gas owned 

by the [EACH] producer [FOR W H O M  T H E  T A X  IS PAID];

(4) the gross value at the point of production of the oil and of the gas 

produced from each lease or property owned by the [EACH] producer and the costs 

of transportation of the oil and i;as [FOR W H O M  T H E  T A X  IS PAID];

(5) the name of the first purchaser and the price received for the oil 

and for the gas, unless relieved from this requirement in whole or in part by the 

department; [AND]
(6) the producer's Qualified capital expenditures, as d.-fined in 

AS 43.55.023. other lease expenditures (AND ADJUSTMENTS AS 

C A LC U LA T E D ]  under AS 43.55.165. and adjustments or other payments or 

credits under AS 43.55.170;
(7) the production tax values of Ihe oil and gas under

AS 43.55.160:

(X) anv claims for lax credits lo be applied; and
(9) calculations showing the amounts, if  anv, that were or are due 

under AS 43.55.020(a) and interest on anv underpayment or overpayment

[AS 43.55.160-43.55.170].

* See. 40. AS 43.55.030(d) is amended to read:
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(d) Reports required under this section [BY  OR ON B E H A L F  OF TH E  

PRO DUCER] are delinquent the first day following the day the report is due. The 

person required to file the report is liable for a penalty, as determined by the 

department under standards adopted in regulation bv the department, of not 

more than S I .000 for each dav the person fails to file the report at the time 

required. T h e  penalty is in addition to the penalties in AS 43.05.220 and 

43.05.290 and is assessed, collected, and paid in the same manner as a tax 

deficiency under this title. In this subsection, "report11 includes a statement.

* Sec. 41. AS 43.55.030 is amended by adding new subsections to read:

(e) An explorer or producer that incurs a lease expenditure under 

AS 43.55.165 or receives a payment or credit under AS 43.55.170 during a calendar 

year but does not produce oil or gas from a lease or property in the state during the 

calendar year shall file with the department on March 31 of the following year a 

statement, under oath, in a form prescribed by the department, giving, with other 

information required, the following:

(1) the producer's qualified capital expenditures, as defined in 

AS 43.55.023, other lease expenditures under AS 43.55.165, and adjustments or other 

payments or credits under AS 43.55.170; and

(2) i f  the explorer or producer receives a payment or credit under 

AS 43.55.170. calculations showing whether the explorer or producer is liable for a 

tax under AS 43.55.160(d) or 43.55.170(b) and, if  so, the amount.

(I) The department may require a producer, an explorer, or an operator of a 

lease or property to file monthly reports, as applicable, of

(1) the amounts and gross value at the point of production of oil and

gas produced;

(2) transportation costs of the oil and gas;

(3) any unscheduled interruption of, or reduction in the rate of, oil or 

gas production;

(4) lease expenditures and adjustments under AS 43.55.165 and

43.55.170;
(5) joint interest billings;
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(6) contracts for the sale or transportation of oil or gas;

(7) information and calculations used in determining monthly 

installment payments of estimated tax under AS 43.55.020(a); and

(S) other records and information the department considers necessary 

for the administration of this chapter.

* See. 42. AS 43.55.040 is amended to read:

Sec. 43.55.040. Powers of Department of Revenue. Except as provided in 

AS 43.05.405 - 43.05.499, the department may

(1) require a person engaged in production and the agent or employee 

of the person, and the purchaser ol'oil or gas, or the owner of a royalty interest in oil 

or gas to furnish, whether by the filing of regular statements or reports or otherwise, 

additional infonnation that is considered by the department as necessary to compute 

the amount of the tax; notwithstanding any contrary provision of law, the disclosure 

of additional infonnation under this paragraph to the producer obligated to pay the tax 

does not violate AS 40.25.100(a) or AS 43.05.230(a); before disclosing infonnation 

under this paragraph that is otherwise required to be held confidential under 

AS 40.25.100(a) or AS 43.05.230(a), the department shall

(A) provide the person that furnished the infonnation a 

reasonable opportunity to be heard regarding the proposed disclosure and the 

conditions to be imposed under (13) of this paragraph; and 

(13) impose appropriate conditions limiting

(i) access to the infonnation to those legal counsel, 

consultants, employees, officers, and agents of the producer who have 

a need to know that infonnation for the purpose of determining or 

contesting the producer's tax obligation; and

(ii) the use of the infonnation to use for that purpose;

(2) examine the books, records, and files of the [SUCH A | person;

(3) conduct hearings and compel the attendance of witnesses and the 

production o f books, records, and papers of any person; | A N P |

(4) make an investigation or hold an inquiry that is considered 

necessary to a disclosure of the facts as to
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(A) Ihe amount of production from any oil or gas location, or 

of a company or other producer of oil or gas; and

(B) the rendition of the oil and gas for taxing purposes^

(5) require a producer, an explorer, or an operator of a lease or 

property to file reports and copies of records that the department considers 

necessary to forecast state revenue under this chapter; in the ease of reports and 

copies of records relating to proposed, expected, or approved unit expenditures 

for a unit for which one or more working interest owners other than the 

operator have authority to approve unit expenditures, the required reports and 

copies of records are limited to those reports or copies of records that constitute 

or disclose communications between the operator and the working interest 

owners relating to unit budget matters:

(6) require a producer that lias an average total production in the 

state of more than 100,000 barrels a dav for a calendar vear to report the gross 

value at the point of production of the producer's taxable oil and gas in the state 

for a calendar year and the total amount of lease expenditures in the state for 

that calendar vear: and

(7) assess against a person required under this section to file a 

report, statement, or other document a penalty, as determined bv the 

department under standards adopted in regulation hv the department, of not 

more than SI.QUO for each day the person fails to file the report, statement, or 

other document after notice hv the department: the penalty is in addition to anv 

penalties under AS 43.05.220 and 43.05.290 and is assessed, collected, and paid 

in the same manner as a tax deficiency under this title; the penalty shall hear 

interest at the rate specified under AS 43.05.225( I ).

* See. 43. AS 43.55 is amended hy adding a new section to read:

Sec. 43.55.075. L im itat ion on assessment and amended returns, (a) Except 

as provided in AS 43.05.260(c), the amount of a tax imposed by this chapter must be 

assessed within four years after Ihe latest return was filed.

(b) A decision of a regulatory agency, court, or other body with authority to 

resolve disputes that results in a retroactive change to a lease expenditure, to an
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adjustment to a lease expenditure, to costs of transportation, to sale price, to 

prevailing value, or to consideration of quality differentials relating to the 

commingling of oils has a corresponding effect, either an increase or decrease, as 

applicable, on the production tax value of oil or gas or the amount or availability of a 

tax credit as determined under this chapter. For purposes of this section, a change to a 

lease expenditure includes a change in the categorization of a lease expenditure as a 

qualified capital expenditure or as not a qualified capital expenditure. The producer 

shall

(1) within 60 days after the change, notify the department in writing;

and

(2) within 120 days after the change, file amended returns covering all 

periods affected by the change, unless the department agrees otherwise or a stay is in 

place that affects the filing or payment, regardless o f the pendency of appeals of the 

decision.

(c) If  an alteration in or modification of a producer's federal income tax return 

or a recomputation of the producer's federal income tax or determination of 

deficiency occurs that affects the amount of a tax imposed on the producer under this 

chapter, the producer shall

(1) within 60 days after the final determination of the alteration, 

modification, recomputation, or deficiency, notify the department in writing; and

(2) within 120 days after the final determination of the alteration, 

modification, rceomputation, or deficiency, file amended returns covering all affected 

periods.

(d) In this section,

(1) "qualified capital expenditure" has the meaning given in

A S  4 3 , 5 5 . 0 2 3 :

(2) "return" includes a report, a statement, and an amended return, 

report, or statement.

* Sec. 44. AS 43.55.110 is amended by adding new subsections to read:

(e) The department may require that returns, statements, reports, notifications, 

and applications filed under this chapter be filed electronically in a form and manner
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approved or prescribed by Ihe department.

(0 The department may require that payments required under this chapter be 

made electronically in a form and manner approved or prescribed by the department.

(g) Notwithstanding AS 44.62, the department may issue, for the infonnation 

and guidance of producers, explorers, and other interested persons, advisory bulletins 

slating the department's interpretation of provisions of this chapter and of regulations 

adopted under this chapter. Unless otherwise provided by the department by 

regulation, interpretations stated in the advisory bulletins arc not binding on the 

department or others.

(h) Subject lo legislative appropriation, the department may compensate a 

person who provides information to the department about noncompliance with the 

provisions of this chapter by an explorer or a producer of oil or gas i f  that information 

leads to the collection of additional taxes, penalties, or interest from the producer. The 

amount of compensation under this subsection may not exceed the lesser of S500.000 

or 10 percent of the additional tax, penalty, or interest collected as a result of the 

information. A state employee or an agent of the state is not eligible for compensation 

under this subsection.

* Sec. 45. AS 43,55.150 is amended to read:

See. 43.55.150. Determination of gross value at the point of production, 

(a) For the purposes of AS 43.55.011 - 43.55.ISO, the gross value at the point of 

production is calculated using the actual [R EA SO NA BLE] costs of transportation of 

the oil or gas [. T H E  R EA S O N A B LE  COSTS O F  TRANSPORTATION  ARE T H E  

A C T U A L  COSTS], except when the

reasonable m view o f  existing alternative [M ET H O D S  OF] transportation options,

(1) shipper [PARTIES TO  T H E  TR AN SPORTA TION] of oil or gas 

is [ARE] affiliated with the transportation carrier or with a person that owns an 

interest in the transportation facility;

(2) contract for the transportation of oil or gas is not an arm’s length 

transaction [OR IS N O T  R EP R ESEN TA T IVE  O F  T H E  M A R K E T  V A L U E  OF  

Tl I A T  TRAN SPO RTA T IO N ]; or [AND]

(3) method or terms of transportation of oil or gas a ir  [IS] not
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(b) li the department finds that a condition [THE CO N D IT IO N S ] in (a)(1),

(2), or [AND] (3) of this section is [ARE] present, the gross value at the point of 

production is calculated using the actual costs of transportation, or the 

reasonable costs of transportation as determined under this subsection, 

whichever is lower. The [THE] department shall determine the reasonable costs of 

transportation, using the fair market value of like transportation, the fair market value 

of equally efficient and available alternative modes of transportation, or other 

reasonable methods. Transportation costs fixed by tariff rates that have been 

adjudicated as just and reasonable bv [PROPERLY ON F IL E  W ITH] the 

Regulatory Commission of Alaska or another [OTHER] regulatory agency and 

transportation costs in an arm's length transaction paid hv parties not affiliated 

with an owner of the method of transportation shall be considered prima facie 

reasonable.

(c) In determining the gross value of oil under [(a) OF] this section, the 

department may not allow as reasonable costs of transportation

(1) the amount of loss of or damage lo, or of expense incurred due to 

Ihe loss of or damage to, a vessel used to transport oil if  the loss, damage, or expense 

is incurred in connection with a catastrophic oil discharge from the vessel into the 

marine or inland waters of the state;

(2) the incremental costs of transportation of the oil that are 

attributable to temporary use of or chartered or substituted service provided by 

another vessel due to the loss of or damage to a vessel regularly used to transport oil 

and that are incurred in connection with a catastrophic oil discharge into the marine or 

inland waters of the state; and
(3) the costs incurred to charter, contract, or hire vessels and 

equipment used to contain or clean up a catastrophic oil discharge.

* Sec, 46. AS 43.55.160(a) is amended to read:

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

[(I)] AS 43.55.011(e), the annual production tax value o f the taxable

(I ) |(A)] oil and gas produced during a calendar year from leases or 

properties in the state that include land north of 68 degrees North latitude is the gross
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value at the point or production of the oil and gas taxable under AS 43.55.011(e) and 

produced by the producer from osc leases or properties, less the producer's lease 

expenditures under AS 43.55.165 for the calendar year applicable to the oil and gas 

produced by the producer from those leases or properties, as adjusted under 

AS 43.55.170;

(2) [(B)] oil and gas produced during a calendar year from leases or 

properties in the state outside the Cook Inlet sedimentary basin, no part of which is 

north of 6S degrees North latitude, is the gross value at the point of production of the 

oil and gas taxable under AS 43.55.011(c) and produced bv the producer from those 

leases or properties, less the producer's lease expenditures under AS 43.55.165 for the 

calendar year applicable to the oil and gas produced by the producer from those leases 

or properties, as adjusted under AS 43.55.170;

(3) [(C)] oil produced during a calendar year from a lease or property 

in the Cook Inlet sedimentary basin is the gross value at the point of production of the 

oil taxable under AS 43.55.011(e) and produced by the producer from that lease or 

property, less the producer's lease expenditures under AS 43.55.165 for the calendar 

year applicable to the oil produced by the producer from that lease or property, as 

adjusted under AS 43.55.170;

(4) [(D)] gas produced during a calendar year from a lease or property 

in the Cook Inlet sedimentary basin is the gross value at the point of production of the 

gas taxable under AS 43.55.011(e) and produced by the producer from that lease or 

property, less the producer’s lease expenditures under AS 43.55.165 for the calendar 

year applicable to the gas produced by the producer from that lease or property, as 

adjusted under AS 43.55.170 [;

(2) AS 43.55.011(g), T i l l :  M O N T H L Y  PRO DUCT IO N  TA X  

V A L U E  O F  T H E T A X A B L E
(A) O IL  A N D  GAS P R O D U C E D  D U R IN G  A M O N TH  

FR O M  LEASES O R  PROPERTIES IN T H E  STA TE  T H A T  IN C L U D E  

L A N D  N O R TH  O F  68 DEG R EES  NO RTH  LAT ITUDE' IS TH E  GROSS  

V A L U E  A T  T H E  PO INT OF P RO D U CT IO N  O F  T H E  O IL  A N D  GAS  

TAXABLE: U N D E R  AS 43 .55 .0 1 l(g) A N D  p r o d u c e d  b y  t h e

s c s  < s u m  20(11(1-IN ) -,V»-
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P R O D U C ER  FROM  THOSE LEASES OR PROPERTIES, LESS 1/12 OF  

T H E  P R O D U C ER ’S LEASE EX P EN D ITU R ES  U N D ER  AS 43.55.165 FOR  

T H E  C A L E N D A R  Y E A R  A P P L IC A B LE  TO  T H E  O IL  A N D  GAS 

P R O D U C E D  BY T H E  P R O D U CER  FR O M  THOSE LEASES OR  

PROPERTIES, AS ADJUSTED U N D ER  AS 43.55.170;

(B) O IL  A N D  GAS P R O D U C ED  D U R IN G  A M O N T H  

FR O M  LEASES OR PROPERTIES IN T H E  STATE O UTS IDE  T H E  C O O K  

IN L E T  S E D IM E N T A R Y  BASIN, N O  PART OF W H IC H  IS N O R T H  O F 68 

D EG R EES  NO RTH  LA T ITU D E , IS T H E  GROSS V A L U E  A T  T H E  POINT  

O F P R O D U C T IO N  OF T H E  O IL  A N D  GAS T A X A B L E  U N D ER  

AS 43.55.011(g) A N D  P R O D U CED  B Y  T H E  PRO DUCER  FR O M  TH O S E  

LEASES OR PROPERTIES. LESS 1/12 O F T H E  P R O D U C ER ’S LEASE  

EX P EN D ITU R ES  U N D ER  AS 43.55.165 FOR T H E  C A L E N D A R  Y EA R  

A P P L IC A B LE  TO  T H E  O IL  A N D  GAS P R O D U C ED  BY T H E  P R O D UCER  

F R O M  TH O S E  LEASES OR PROPERTIES, AS ADJUSTED U N D ER  

AS 43.55.170;

(C) O IL  P R O D U C E D  D U R IN G  A M O N T H  FR O M  A 

LEASE OR PROPERTY IN T H E  C O O K  IN L E T  S E D IM E N T A R Y  BASIN  

IS T H E  GROSS V A L U E  AT T H E  P O IN T  OF PRO DUCT IO N  O F  T H E  O IL  

T A X A B L E  U N D ER  AS 43.55.011(g) A N D  P R O D U CED  BY T H E  

P R O D U C ER  FR O M  T H A T  LEASE OR PROPERTY, LESS 1/12 O F  T H E  

PRODUCER'S LEASE EX P EN D ITU R ES  U N D E R  AS 43.55.165 FOR T H E  

C A L E N D A R  Y EA R  A P PL ICA B LE  T O  T H E  O IL  P R O D U C ED  BY T H E  

P RO D UCER  FR O M  T H A T  LEASE OR PROPERTY. AS ADJUSTED  

U N D E R  AS 43.55.170;
(D) CiAS P R O D U C ED  D U R IN G  A M O N T H  FR O M  A 

LEA SE OR PROPERTY »N T H E  C O O K  IN L E T  S E D IM E N T A R Y  BASIN  

IS T H E  GROSS V A L U E  A T  TH E  P O IN T  O F  P R O D UCT IO N  O F  T i l l :  Ci \S 

T A X A B L E  UNDER  AS 43.55.01 1(g) A N D  P R O D U CED  BY T i l l :  

P R O D U C ER  FRO M  T H A T  LEASE OR PROPERTY, LESS 1/12 O I: T H E  

P R O D U C ER ’S LEASE EX P EN D ITU R ES  U N D ER  AS 43.55.165 FOR T H E

-37- SC’S t ’S IJIl 2001 (FIN)
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C A L E N D A R  Y EA R  A P PL ICA B LE  TO  T H E  GAS P R O D U C E D  BY T H E  

P R O D U CER  PROM T H A T  LEASE OR PROPERTY, AS ADJUSTED  

U N D E R  AS 43.55.170],

* See. 47. AS 43.55.160(b) is amended to read:

(b) A production tax value calculated under [(a) OF] this section may not be 

less than zero.

* Sec. 48. AS 43.55.160(e) is amended to read:

(e) Any adjusted lease expenditures under AS 43.55.165 and 43.55.170 that 

would otherwise be deductible by a producer in a calendar year but whose deduction 

would cause a [AN A NNUA L] production tax value calculated under £a) [(a)(1)] of 

this section of taxable oil or gas produced during the calendar year to be less than 

zero may be used to establish a carried-forward annual loss under AS 43.55.023(b). 

However, the department shall provide bv regulation :i method to ensure that

for a period for which a producer's tax liabilitv is limited hv AS 43.55.011(0 or

(k). anv adjusted lease expenditures under AS 43.55.165 and 43.55.170 that

would otherwise he deductible hv a producer for that period hut whose

deduction would cause a production tax value calculated under (a)(3) or (4) of

this section >o he less than zero are accounted for as thontih the adjusted lease

expenditures had first been used as deductions in calculating the production tax 

values of oil or »as subject to anv of the limitations v ider AS 43.55.01 Hi) or (k)

that have positive production tax values so as to reduce the lax liability 

calculated without regard to the limitation to the maximum amount provided for

under the applicable provision of AS 43.55.01 l(j) or (k). O n lv  the amount of 

those adjusted lease expenditures remaininti after the accounting provided for 

under this subsection mav he used to establish a carried-forward annua! loss 

under AS 43.55.023(h). In this subsection, "producer" includes ’ explorer."

* Sec. 49. AS 43.55.165(a) is repealed and reenacted to read:

(a) Lor purposes of this chapter, a producer's lease expenditures for a calendar

vear are

SC'S C M  I I t  2 0 IIK F IN )

( I ) costs, other than items listed in (e) of this section, that are

(A) incurred by the producer during the calendar year after

-3K-
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March 31, 2006, lo explore for, develop, or produce oil or gas deposits located 

within the producer's leases or properties in the state or, in the case of land in 

which the producer docs not own an operating right, operating interest, or 

working interest, to explore for oil or gas deposits within other land in the 

state; and

(B) allowed by the department by regulation, based on the 

department's determination that the costs satisfy the following three 

requirements:

(i) the costs must be incuncd upstream of the point of 

production of oil and gas;

(ii) the costs must be ordinary and necessary costs of 

exploring for, developing, or producing, as applicable, oil or gas 

deposits; and

(iii) the costs must be direct costs of exploring for, 

developing, or producing, as applicable, oil or gas deposits; and

(2) a reasonable allowance for that calendar year, as determined under

regulations adopted by the department, for overhead expenses that are directly related 

to exploring for, developing, or producing, as applicable, the oil or gas deposits.

* See. 50. AS 43.55.165(b) is amended to read:

(b) for purposes of (a) o f this section,

(1) direct costs include

(A) an expenditure, when incurred, to acquire an item if the 

acquisition cost is otherwise a direct cost, notwithstanding that the 

expenditure may be required to be capitalized rather than treated as an 

expense for financial accounting or federal income tax purposes;

(13) payments of or in lieu of property taxes, sales and use 

taxes, motor fuel taxes, and excise taxes;

[(C) A R E A S O N A B LE  A LL O W A N C E , AS D E T E R M IN E D  

U N D ER  R E G U LA T IO N S  A D O P TED  BY T H E  D EP A R TM EN T , FOR 

O V E R H E A D  EXPENSES D IR E C T L Y  R E L A T E D  T O  E X P LO R IN G  FOR. 

D EV ELO P IN G , A N D  P R O D U C IN G  O IL  OR GAS DEPOSITS LO C A T E D

-39*
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W IT H IN  LEASES OR PROPERTIES OR O T H E R  L A N D  IN T H E  STATE;]

(2) an activity does not need to be physically located on, near, or 

within the premises of the lease or property within which an oil or gas deposit being 

explored for, developed, or produced is located in order for the cost of the activity to 

be a cost upstream of the point of production of the oil or gas:

(3) in determining whether costs arc lease expenditures, the 

department shall consider, among other factors, the

(A) typical industry practices and standards in the state 

that determine the costs, other than items listed in (e) of this section, that 

an operator is allowed to hill a producer that is not the operator, under 

unit operating agreements or similar operating agreements that were in 

effect before December 2. 2005, and were subject to negotiation with a< 

least one producer with substantial bar»ain inn power, other than the 

operator: and

(K) standards adopted hy the Department of Natural 

Resources that determine the costs, other than items listed in (c) of this 

section, that a lessee is allowed to deduct from revenue in calculatintz net 

profits under a lease issued under AS 38.05.1H0(Q(3)(B). (D). or (K)

* See. 51. AS 43.55.165(c) is repealed and reenacted to read:

(c) Subject to (g) and (h) of this section, if  the department finds that the 

pertinent provisions o f a unit operating agreement or similar operating agreement are 

substantially consistent with the department's determinations and standards under (a) 

and (b) of this section concerning whether costs arc lease expenditures and. in 

addition, finds that at least one working interest owner parly to the agreement, other 

than the operator, with substantial incentive and ability to effectively audit billings 

under the agreement, in fact is effectively auditing billings under the agreement, the 

department may authorize or require a producer, subject to conditions prescribed 

under regulations adopted by the department, to treat as that portion of its lease 

expenditures for a calendar year applicable to oil and gas produced from a lease or 

property in the state only

(I) the costs, other than items listed in (c) of this section, that are

C S  G SH B  200H F IN ) -40-
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incurred by the operator during the calendar year and that

(A) are billed to the producer by the operator under the 

agreement to which that lease or property is subject and are either not disputed 

by a working interest owner party to the agreement or arc finally determined 

to be properly billaole as a result of dispute resolution; or

(B) for a producer that is the operator, would be billable to the 

producer by the operator in accordance with the terms of the agreement to 

which that lease or property is subject i f  die producer were not the operator; 

and

(2) a reasonable percentage, as determined under regulations adopted 

by the department, of the costs that are billed under (1) of this subsection as an 

allowance for overhead expenses directly related to exploring for, developing, and 

producing oil or gas deposits located within the lease or property.

* Sec. 52. AS 43.55.165(e) is amended to read:

(e) For purposes of this section, lease expenditures do .ail include

(1) depreciation, depletion, or amortization;

(2) oil or gas royalty payments, production payments, lease profit 

shares, or other payments or distributions of a share of oil or gas production, profit, or 

re veil u e. except that a producer's lease expenditures applicable to oil and <ms 

produced from a lease issued under AS 3K.05.180(f)(3)(B). (D). or (K) include the 

share of net profit paid to the state under that lease;

(3) taxes based on or measured by net income;

(4) interest or other financing charges or costs of raising equity or

debt capital;

(5) acquisition costs for a lease or property or exploration license;

(6) costs arising from fraud, wilful misconduct, [OR] gross 

neeliucncc. violation of law, or failure lo comply with an obligation under a lease, 

permit, or license issued hi' the state or federal government;

(7) tines or penalties imposed by law;

(S) costs of arbitration, litigation, or other dispute resolution activities 

that involve the state or concern the rights or obligations among owners of interests
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in, oi rights to production from, one or more leases or properties or a unit;

(9) costs incurred in organizing a partnership, joint venture, or other 

business entity or arrangement;

(10) amounts paid to indemnify the state; the exclusion provided by 

this paragraph does not apply lo the costs of obtaining insurance or a surety bond 

from a third-party insurer or surety;

(11) surcharges levied under AS 43.55.201 or 43.55.300;

(12) for a transaction that is an internal transfer or is otherwise not an 

arm's length transaction, expenditures incurred that are in excess of fair market value;

(13) an expenditure incurred to purchase an interest in any 

corporation, partnership, limited liability company, business trust, or any other 

business entity, whether or not the transaction is treated as an asset sale for federal 

income tax purposes;

surrender, or abandonment of a facility, pipeline, well pad, platform, or other 

structure, or for the restoration of a lease, field, unit, area, tract of land, body of 

water, or right-of-way in conjunction with dismantlement, removal, surrender, or 

abandonment [. T H A T  IS A T T R IB U T A B LE  TO  P R O D U C T IO N  O F  O IL  OR GAS 

O C C U R R IN G  B EFO R E  A P R IL  I. 2006; TH E  PORTION  IS C A L C U L A T E D  AS A 

R A T IO  OF T H E  A M O U N T  OF O IL  A N D  GAS P RO D UCT IO N , IN BARRELS OF 

O IL  E Q U IV A L E N T ,  A SSO C IA TED  W ITH  T H E  FA C IL IT Y ,  P IPEL INE, W E L L  

PAD, PLA TFO RM , O TH ER  STRUCTURE, LEASE, F IE LD , UN IT , AREA . BODY  

O F  W A T ER , OR R IGHT-OF-W AY O C C U R R IN G  B E FO R E  A P R IL  I, 2066, TO  

T H E  TOTAL A M O U N T  OF O IL  A N D  GAS P R O D U CT IO N . IN BARRELS OF  

O IL  E Q U IV A L E N T ,  A SSO C IA TED  W IT H  T H A T  F A C IL IT Y ,  P IPEL INE, W E LL  

PAD. PLATFORM, O T H E R  STRUCTURE, LEASE, F IELD , UN I T, A REA , BODY  

O F  W A T ER , OR R IGHT-OF-WAY TH R O U G H  T H E  E N D  O F  T H E  CA LEN D A R  

M O N T H  BEFO RE  C O M M E N C E M E N T  OF T H E  D IS M A N T LE M EN T ,  

R E M O V A L ,  SURRENDER , OR A B A N D O N M E N  T); a cost is not excluded under 

this paragraph if  the dismantlement, removal, surrender, or abandonment for which

\S CS1IIJ 200I(FJN) -42-

(14) a tax levied under AS 43.55.011;

(15) [THE  PORTION OF] costs incurred for dismantlement, removal,
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the cost is incurred is undertaken for the purpose of replacing, renovating, or 

improving the facility, pipeline, well pad, platform, or other structure; [FOR T H E  

PURPOSES OF THIS PARAGRAPH, "BARREL OF O IL  EQ U IV A LEN T "  M EA NS

(A) IN  T H E  CASE OF OIL, O N E  BARREL;

(B) IN T H E  CASE OF GAS, 6,000 C U B IC  FEET;]

(16) costs incurred for containment, control, cleanup, or removal in 

connection with my unpeimitted release of oil or a hazardous substance and any 

liability for damages imposed on the producer or explorer for that unpermitted 

release; th r  paragraph does not apply to the cost of developing and maintaining an oil 

discharge prevention and contingency plan under AS 46,04.030;

(17) costs incurred to satisfy a work commitment under an exploration 

license under AS 38.05.132;

(18) that portion of expenditures, that would otherwise be qualified 

capital expenditures, as defined in a S 43.55.023 [AS 43.55.023(k)J, incurred during a 

calendar year that are less than the product of $0.3. multiplied by the total taxable 

production from each lease or property, in BTU  equivalent barrels, during that 

calendar year, except that, when a portion of a calendar year is subject to this 

provision, the expenditures and volumes shall be prorated within that calendar year;

(19) costs incurred for repair, replacement, or deferred 

maintenance of a facility, a pipeline, a structure, nr etiuipment, other than a well, 

that results in or is undertaken in response to a failure, problem, or event that 

results in an unscheduled interruption of. or reduction in the rate of. oil nr t»as 

production: or costs incurred for repair, replacement, or deferred maintenance 

of a facility, a pipeline, a structure, or equipment, other than a well, that is 

undertaken in response to. or is otherwise associated with, an unpermiUed  

release of a hazardous substance or ol'uas; however, costs under this paragraph 

that would otherwise constitute lease expenditures under (a) and (1>) of this 

section mav he treated as lease expenditures if the department determines llial 

the repair or replacement is solely necessitated hv an act of war, hv an 

unanticipated uravo natural disaster or other natural phenomenon of ail 

exceptional, inevitable, and irresistible character, the effects of which could not

WORK DRAFT WORK DRAFT 25-GH0014\R
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i n t e n t io n a l  o r  n e g l ig e n t  act o r  om iss io n  o f  a t h i r d  p a r ty ,  o th e r  th a n  a p a r ty  o r  its 

agents in  p r i v i t y  o f  c o n t ra c t  w ith , o r  em p lo y e d  hv , the  p r o d u c e r  o r an  o p e ra to r  

a c t ing  fo r  the p r o d u c e r ,  b u t  o n ly  i f  the p r o d u c e r  o r  o p e ra to r , as a p p l i c a b le ,  

exerc ised  d u e  ca re  in  o p e ra t in g  and  m a in t a in in g  th e  f a c i l i t y ,  p ip e l in e ,  s t ru c tu re , 

o r  e q u ip m e n t ,  a n d  took  rea sonab le  p r e c a u t io n s  aga in s t  the act o r  om is s io n  o f  the 

t h i r d  p a r t v  a n d  a g a in s t  the consequen ces  o f  the  act o r om is s io n :  in  th is 

p a r a g r a p h ,

(A) "costs i n c u r r e d  fo r  r e p a ir ,  r e p la c em e n t ,  o r  d e fe r red  

m a in t e n a n c e  o f  a fa c i l i ty ,  a p ip e l in e ,  a s t r u c tu re ,  o r  e q u ipm e n t*1 in c lu d e s  

costs to d ism a n t le  a nd  rem o v e  the f a c i l i t y ,  p ip e l in e ,  s t ru c tu re ,  or 

e q u ip m e n t  tha t is b e in g  rep la ced :

(B) " ha za rd ous  s u b s ta n c e11 has the  m e a n in g  g iv e n  in

A S  46.03.826;

(C) " re p la c em en t"  in c lu d e s  r e n o v a t io n  o r  im p r o v em e n t ;

(20) costs in c u r r e d  to c o n s t ru c t ,  a c q u ir e ,  o r  ope ra te  a r e f in e r y  o r

c r u d e  o i l  t o p p in g  p la n t ,  regard less ot' w h e t h e r  the p ro d u c ts  o f  the r e f in e r y  or 

t o p p in g  p la n t  a r c  used in  o i l or gas e x p lo r a t io n ,  d c v e lo p m  nt . o r  p r o d u c t io n  

ope ra t io n s ; h ow e v e r ,  i f  a p r o d u c e r  ow ns  a r e f in e r y  o r  c r u d e  o i l  t o p p in g  p la n t  

that is lo ca ted  on  o r  n e a r  the prem ises  o f  the p ro d u ce r 's  lease o r  p r o p e r ty  in  the 

state a n d  tha t processes th e  p roducer 's  o i l  p r o d u c e d  f r om  tha t lease o r  p ro p e r ty  

in to  a p r o d u c t  tha t the p r o d u c e r  uses in  the o p e ra t io n  o f  the lease o r  p r o p e r ty  in 

d r i l l i n g  for o r  p r o d u c in g  o i l  ot gas, the p ro d u c e r 's  lease e x p e n d i tu re s  in c lu d e  the 

am o u n t  c n lc n h '4 d h v  s u b t r a c t in g  f rom  the f a ir  m a rk e t  v a lu e  o f  the p r o d u c t  used 

the p r e v a i l i n g  v a lu e ,  as d e te rm in e d  u n d e r  AS  43.55.020(f). o f  the o i l  that is 

processed:

(21) costs o f  lo b b y in g ,  p u b l i c  r e la t io n s , p u b l i c  re la t io n s  

a d v e r t is in g ,  o r  p o l i c y  a d v o c a c y .

* See. 53. A S  43.55.165(h) is amended to read:

(h) T h e  department shall adopt regu la t ions that p ro v id e  for reasonab le 

methods o l ’ a l lo c a t in g  costs between o i l  and gas and between leases or properties in
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those c ircumstances where an a l lo c a t io n  o f  costs is r e q u ir e d  to d e t e rm in e  [ T H E  

D E T E R M IN A T IO N  O F  T H E ]  lease expend itu res that are costs o f  e x p lo r in g  for, 

d e v e lo p in g ,  o r  p r o d u c in g  o i l  depos its o r  costs o f  e x p lo r in g  for , d e v e lo p in g ,  or 

p r o d u c in g  gas deposits [ A P P L IC A B L E  T O  O I L  O R  T O  GAS ] , or that arc costs o f 

e x p lo r in g  for , d e v e lo p in g ,  o r  p r o d u c in g  o i l  o r  gas depos its  lo ca ted  w i t h in  

[ A P P L IC A B L E  T O  O IL  A N D  G A S  P R O D U C E D  F R O M ]  d ifferent leases or 

propert ies [, R E Q U IR E S  A N  A L L O C A T IO N  O F  CO STS ] .

* Sec. 54. A S  43.55.170(a) is amended to read:

(a) Un less  the paym ent or cred it has a lready been subtracted in  ca lcu la t in g  

b i l la b le  or b i l le d  costs indcr A S  43.55.165(c) [OR  (d)], a producer's lease 

expend itu res under A S  43.55.165 must be adjusted by  subtract ing payments or 

credits, o ther than tax credits, rece ived  b y  the producer or b y  an operator act ing  for 

the p roduce r for

(1) the use by  another person o f  a p roduct ion  fa c i l i ty  in  w h ic h  the 

producer has an ownersh ip  interest or the management b y  the p roducer o f  a 

p rodu c t io n  fa c i l i ty  under a m anagemen t agreement p ro v id in g  for the producer to 

re ce iv e  a management fee;

(2) a re imbursement or s im i la r  payment that offsets the p roducer’s 

lease expend itu res , in c lu d in g  an insurance recovery  from a third-party insurer and a 

payment from the state or federal g o ve rnm en t for re imbursement o f  the producer's 

upstream costs, in c lu d in g  costs for gather ing , separating, c lean in g , dehydrat ion , 

compress ing , or other f ie ld  h a n d l in g  associated w ith  the p roduct ion  o f  o i l  or gas 

upstream o f  the po int o f  product ion;

(3) the sale or other transfer o f

(A) an asset, i n c lu d in g  geo log ica l ,  geophys ica l, or w e l l  data or 

interpretations, acqu ired by the p roduce r as a result o f  a lease expend itu re  or 

an expend itu re  that w o u ld  be a lease expend itu re i f  it were incurred  after 

M a r c h  31,20(16; for purposes o f  th is  subparagraph,

(i) i f  a p roducer removes from the state, for use outs ide 

the ..tale, an asset descr ibed in  this subparagraph, the v a lu e  ot the asset 

at the t im e i l  is removed  is cons idered a paym en t rece ived  by  the
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producer for sale o r transfer o f  the asset;

(ii) for a transaction that is an in terna l transfer or is 

o therw ise not an arm's length transaction, i f  the sa le o r transfer o f  the 

asset is m ade  for less than fa ir market va lue , the am oun t subtracted 

must be the fa ir market va lue; and

(B) o i l  or gas

(i) that is not cons idered produced  from a lease or 

property unde r A S  43.55.020(e); and

(ii) the cost o f  a cqu ir ing  w h ic h  is a lease expenditure 

incurred b y  the person that acquires the o i l  or gas.

* Sec . 55. A S  43.55 is amended b y  ad d in g  a new  section to art ic le 4 to read:

Sec . 43.55.890. Disclosure of tax information. N o tw ith s ta nd in g  any contrary 

p r o v is io n  o f  AS  40.25.100, and regardless o f  whether the in fo rm a t io n  is considered 

u n d e r  A S  43.05.230(c) to const itu te statistics c lass if ied to prevent the iden t if ica t ion  o f  

p a r t icu la r returns or reports, the department may pub l ish  the f o l lo w in g  in formation 

unde r this chapter, i f  aggregated among  three or more producers or explorers,

s h o w in g  b y  m on th  or ca lendar year and by  lease or property, un it , o r area o f  the state:

(1) the amount o f  o i l  or gas product ion;

(2) the amount o f  taxes le v ied  under this chapter o r pa id  under this

chapter;

(3) the e f fec t ive  tax rates under this chapter;

(4) the gross v a lu e  o f  o i l  or gas at the po int o f  p roduc t ion ;

(5) the transportation costs for o i l  or gas;

(6) qu a l i f ie d  cap ita l expenditures , as de f ined  in  AS  43.55.023;

(7) exp lo ra t ion  expend itu res under AS 43.55.025;

(8) p roduc t ion  tax va lues o f  o i l  or gas under A S  43.55.160;

(9) lease expend itu res under A S  43.55.165;

(10) ad justments to lease expenditures under A S  43.55.170;

(11) tax credits app l ic ab le  or potent ia l ly  a p p l ic a b le  against taxes 

le v ie d  b y  this chapter.

* See . 56. A S  43.55.900 is amended by  ad d in g  new  paragraphs to read:
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(22) "producer" means an ow ne r  o f  an opera t ing  right, operat ing 

interest, or w o rk ing  interest in  a m ine ra l interest in  o i l  or gas;

(23) "unit" means a group o f  tracts o f  land that is

(A) sub ject to a cooperat ive or a un it  p la n  o f  deve lopm ent or 

operation that has been cert if ied by  the c om m is s io n e r  o f  natural resources 

under A S  38.05.180(p);

(B) sub ject to a cooperat ive or a un it p lan  o f  d eve lopm en t or 

operat ion that has been cert if ied by  the U n ite d  States Secretary o f  the Inter ior 

under 30 U .S .C .  226(m);

(C) sub ject to an agreement o f  the owners o f  interests in  the 

tracts o f  la nd  to v a l id ly  integrate the ir interests to p ro v id e  for the un it ized  

management, d e ve lo pm en t , and operation o f  the tracts o f  land as a un it , w ith in  

the m ean in g  o f  A S  31.05.110(a); or

(D) w it h in  the un it area o f  a un it  created b y  order o f  the 

A laska O i l  and Gas Conse rva t ion  C om m is s io n  under AS  31.05.110(b).

* Sec. 57. AS  43.55.011(h), 43.55.011(0, 43.55.01 l(n), 43.55.»60(c), and 43.55.165(d) are 

repealed .

* Sec. 58. T he  u n c o d i l ic d  law  o f  the State o f  A laska is am ended  b y  add ing  a new  section to 

read:

A P P L IC A B IL IT Y ,  (a) Sect ions 15 - 27, 29 - 38, and 45 - 57 o f  th is Act app ly  to o i l  

and gas produced a lter June 30,2007.

(b) Sect ions 39 and 41 o f  this Act app ly  to statements and reports under 

A S  43.55.030(a), as am ended  b y  sec. 39 o f  this A c t . and A S  43.55.030(e) and (I), as added 

by  see. 41 o f  this Act . requ ired  to be f i led  after the e ffec t ive  date o f  sees. 39 and 41 o f  this 

Act.

(c) Sect ions 30 - 33, 35, and 37 o f  this Act a p p ly  to exp lo ra t io n  expend itures incurred 

for work performed a lter D e cem be r  31, 2007. that are Ihe basis o f  tax credits that m ay be 

c la im ed  against taxes le v ie d  lo r  o i l  and gas produced after D e c em b e r  31. 2007.

(d) A S  43.55.075(a), enacted b y  see. 43 o l this A ct , app l ie s  to a ny  tax l ia b i l i t y  under 

A S  43.55 w ith  respect to w h ic h  the per iod  o f  l im ita t ion s  o n  assessment unde r AS 43.05.260

ad not exp ired before the e ffec t ive  date o f  secs. 14 and 43 o f  this Act.
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(e) T h e  pena lty  in  A S  43.55.030(d), enacted b y  the am endmen t to A S  43.55.030(d) 

in  see. 40 o f  this Act , app l ie s  to any report required to be f i led  after the e ffec t ive date o f  sec. 

40 o f  this A c t that is not f i led  t im e ly .

(f) T h e  pena lty  in  A S  43.55.040(7), enacted b y  the am endmen t to AS  43.55.040 in 

sec. 42 o f  this Act , app l ie s  to any report, statement, or other docum ent required to be f i led 

after the effec t ive  date o f  sec. 42 o f  this Act.

* Sec. 59. T h e  u n cod if ie d  law  o f  the State o f  A laska is amended b y  add ing  a n ew  sect ion to 

read:

O I L  A N D  G A S  R E V E N U E  A U D IT  M A S T E R  P O S IT IO N S ;  L E G I S L A T IV E  

IN T E N T .  It is the in tent o f  the leg is lature that the comm iss io ne r  o f  adm in is trat ion sha l l cause 

not more than four o i l  and gas revenue aud it master pos it ions to be created in  the Department 

o f  R evenue  and not m ore  than tw o  o i l and gas revenue aud it master pos it ions to be created in 

the Department o f  natura l Resources. O i l  and gas revenue aud it masters shall be em p lo yed  in 

a profess iona l eapac i'y  lo  co l le c t  o i l  and gas revenue b y  d e ve lo p in g  p o l ic y ,  conduc t in g  

studies, d raft ing proposed regu la t ions , en forc ing  regu lat ions, and d ire c t ing  audits by o i l  and 

gas auditors.

* Sec. 60. f i l e  u n co d if ic d  law  o f  the State o f  A laska is am ended  b y  add ing  a n ew  section to 

read:

O I L  A N D  G A S  A U D IT O R S ;  C L A S S I F I C A T IO N  A N D  P A Y  P LA N S . 

N o tw ith s tand ing  A S  39.25.150(2), the Department o f  A dm in is t ra t io n  shall d e ve lo p  and 

im p lem en t  a d ist inct pos it io n  c lass if ica t ion p lan  and a d is t inct pay p lan for o i l  and gas 

auditors and the ir im m ed ia te  superv isors, other than revenue aud it masters, that perform

(1) o i l  and gas tax audits in  the Department o f  R e v enu e  under the d ire c t io n  o f  

an o i l  and gas revenue aud it  master;

(2) roya lty  aud its , in c lu d in g  net ] t share audits , in  the Department o f  

Natural Resources unde r the d ire c t io n  o f  an o i l  and gas revenue  aud it master.

* See. 61. T h e  u n co d if ic d  law  o f  Ihe State o f  A laska is am ended  b y  add ing a n ew  section to 

read:

T R A N S IT IO N :  P A Y M E N T  O F  T A X .  A person sub ject lo  tax under A S  43.55 that is 

required to m ake o n e  or m ore  ins ta l lm en t payments o f  est imated lax or other payment o f  tax 

under A S  43.55.020(a), as am ended  by sec. 21 o f  this A ct , for the p roduct ion  o f  o i l  or gas
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du r ing  a m o n th  after June 30, 2007, and before the e f fec t ive  date o f  sec, 21 o f  th is  A ct but 

that fa i led  to pay  the fu l l amount o f  the in s ta l lm en t payments or other paym en t o f  tax 

required under AS  43.55.020(a) because o f  the retroact ive app l ica t ion  o f  secs. 15 - 27, 29 - 

38, and 45 - 57 o f  th is A c t under sec. 64 o f  th is A c t , sha l l pay before A p r i l  1, 2008, the 

ba lance o f  a n y  tax due under A S  43.55 for the per iod  after June 30, 2007, and before the 

effec t ive date o f  th is section .

* Sec. 62. T h e  u n cod if ie d  law  o f  the State o f  A la ska  is amended b y  add ing  a n ew  section to 

read:

T R A N S IT I O N :  R E T R O A C T I V I T Y  O F  R E G U L A T IO N S .  N o tw ith s tand in g  any 

contrary p r o v is io n  o f  A S  44.62.240,

(1) i f  the Department o f  R e venu e  express ly  designates in  the regu la t ion  that 

the regu la t ion  app l ie s  re troact ive ly  lo that date, a regu la t ion  adopted by the Departm ent o f  

R evenue  to im p lem e n t ,  interpret, make spec if ic , or o the rw ise  carry out secs. 15 - 27, 29 - 38, 

and 45 - 57 o f  this A c t  m a y  app ly  retroact ive ly to Ju ly  1, 2007;

(2) a regu la t ion  adopted by  the Department o f  Natura l Resources to 

im p lem en t , interpret, m ake  spec if ic , or o the rw ise  carry out statutory p ro v is io n s  for the 

adm in is tra t ion  o f  o i l  and gas leases issued under A S  38.05.180(f)(3)(B), (D), or (E), to the 

extent the regu la t io n  dea ls  w ith  the treatment o f  o i l  and gas product ion taxes in  de te rm in ing  

net profits u n d e r  those leases, m ay  app ly  re troact ive ly  to A p r i l  1, 2006, i f  the Department ol' 

Natura l Resources express ly  designates in  the regu la t ion  that the regu la t ion  app lies 

re troact ive ly to that date.

*  Sec. 63. T h e  u n co d if ic d  law  o f  the State o f  A laska is amended by  add ing  a n ew  section to 

read:

T R A N S IT IO N :  R E G U L A T IO N S .  T h e  Departm ent o f  Natura l Resources and the 

Department o f  R e v e n u e  m ay  proceed lo  adopt regu la t ions to im p lem en t this Act . T l  

regu lat ions take effect under AS  44.62 (A dm in is t ra t iv e  Procedure Act), but not before the 

e ffec t ive date o f  the law  im p lem en ted  b y  the regu la t ion .

* Sec. 64. T h e  u n cod if ie d  law  o f  the Slate o f  A laska is amended by  add ing  a n e u  sect ion to 

read:

R E T R O A C T I V I T Y  O F  C E R T A IN  P R O V IS IO N S  O F  T H IS  A C T .  (a) Sect ions 29 

and 34 o f  th is  A ct are retroact ive to Ju ly 1, 2003.
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(b) Sect ions 15 - 27, 29 - 3 S, and 45 - 57 o f  this A ct are re troact ive to Ju ly  1, 2007.

* See. 65. Sect ion  28 o f  this A c t  takes effect January 1, 2008.

* See. 66. Excep t as prov ided in  see. 65 o f  this A ct , this A ct lakes effect im m ed ia te ly  under 

A S  01.10.070(c).
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