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Issue

Base Rate
[Base Tax Rate

Progressivity
Vbl Starting point
Tax/S of Price Index
Average Value over

Applied to
Cap

Gross Value Floor
Base

Rate

Apply .024 credits against
floor?

Apply 025 credits against
floor?

Investment Credits
Investment Credits

Loss Carry Forward Credits

Summary Comparison between Various Approaches to Production Tax

Current Law
AS 43.55.011 (9)11

AS 43.55.011(g) 1(h)

AS 43.55.011(1?

AS 43.55.023

20%

Transitional Investment
Credits Yes

Den E Didarson. CPA
1A3/X07
Netrix Summary

VeY,

SB/HB 2001 (ACES) as

introduced
BIH Sections 151 17

25%

BUI Section* 17,11
$30 net
0.20%
year
net
25% of net

Bill Section 15, It, 31-35, 5 41-42
Prudhoe; Kuparuk
10%
No
No

Bill Section 25-23, 33-44 A 53

1/2 ineach of two years
25%

2ORASI) v

f' Jfu Oil
NDe>1

pece 1

CS HB 2001(FIN)am
Bill Sections 15

25%

Bill Section* 17,13

Bill Section 15

Bill Section 25-21

25%

%CJIC M((”l

Senate Finance CS

ear Sections It A 17

BUI Section* 17

BIH Section 13

No

BIH Section 25-23

1/2 in each of two years
22.5%

All taxpayers allowed application
of TIE matching spending in
April 12006-Dec 31, 2007,
even ifapplication deferred

TIE credits end for producers
Dec 31, 2008, current non
producers can use through 2013

1" Of. v



Issue
Exploration Credits
Rates

General &Admin Costs
DNR approval required?

Confidentiality of well data
Seismic on non state land
Pre-existing well

"DNR TIE" Credits for pre
2003 seismic work?

Exceptions to Tax Credits

None
Tax Exempt entities take
credits?

State Purchase of Credits

Paid from:

Annual dollar cap per
taxpayer?

ARM Board Purchases?

Den E Diddarem. CPA
N/13/2007
Matrix Summary

Sumniary Comparison between Various Approaches to Production Tax

Current Law

20: 40%

disallowed
In Cl, to avoid 3 mile limit

10 years

silent

One drilling se son

no

none

$25 million !
n/a

SB/HB 2001 (ACES) as
introduced

BHI Section 3S-44

20: 40%

bad acts |
Always

2 years
included

Two consecutive drilling
seasons

5%

none
no

AS 43.55.023(1) | (a)

CS HB 2001(FIN)am

Bill Section 20-35

30:40%

costs arising from Bad Acts Il -

criminal

Always, w/ language changes
2 years, or if DNR declines to, or

private landowner declines
explicit exclusion without
permission
Two consecutive drilling
seasons

5%

Bill Section 41
unpaid judgment

ail and gas credit fund, funded j

from production taxes

none
n/a

pege2

$ 25 million (however ARM
unlimited)
yes

Senate Finance CS

BUI Section 31-30

20; 40%

bad acts 1
Always.

2 years, or if DNR declines to,

silent cn
Two consecutive drilling
seasons
5%

Bill Section 30,35,
none

no

none
n/a

1
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Summary Comparison between Various Approaches to Production Tax

Issue Current Law
t  As435s.HS
Allowed by regulation no language
Use producer audits of
operators? Explicit
Disallow bad acts IP yes
DR&R Allowed? Allocated

"Corrosion" Issue

Field Topping Plants

allowed? Yes
Off Lease alloned

Public Outreach costs not explicit

Opex actual
Information

forward looking information
required none

Disclosure of tax
information

DNR sharing royalty
information w/ DOR
DOR sharing tax
information with DNR

limited ability
limited ability
Statute of Limitations As 43.05.260

State assessment must be
issued within 3yrs

AS 43.05.230 and royalty atatulaa

SB/HB 2001 (ACES) as

introduced

must be

Explicit repealed; Inplicit
add violation of law, lease or

license
No

030 +unscheduled events

disallowed
No

not explicit

actual

information "necessary to
forecast... revenues under AS
43.55", Penalty up to $1000 a

day.

ifaggregated wi2 other
producers, no requirement to
prevent identification

expanded ability
expanded ability

Bill Section* 1,14.50 new AS
43.55.075

6 YIs

pege 3

CS HB 2001(FIN)am ate Finance CS

Bill Section 48-51 Billi  on 48-51
must be must be uuvljfiw
/ T
Explicit repealed; Inplicit I Bxplicitfor WIOs  (yjo-
costs arising from Bad Acts lll - Xn.ur *1> 16 "V 6

criminal ' Disallow bad acts 11?
No h/ No LU
| $35a bbl disallowed* intent® S 30 a bbl disallowed* ,
language; . unscheduled interruption \4
No No
must be in state
no; listed no; listed

Yet to be written regulations will
define 2006; then 3% annual
increase; (regardless of
production or ownership?) actual
Bill Sacdona 2-9,11,13,38-38, 52 Bill Sections 2-9,11,13,38-39, 52
information "necessary to information "necessary to
forecast... revenues under AS  forecast... revenues under AS
4355". Penalty upto $1000a  43.55". Penalty up to $1000 a
day ifdemanded information not day if demanded information not
forthcoming. forthcoming.

if aggregated wi2 other if aggregated w2 other
producers. (still under umbrella  producers, no requirement to
required to prevent identification] prevent identification
expanded ability expanded ability

expanded ability expanded ability

Bill Sacdona 1,14,41 nawAS Bill Sacdona 1,14,41 new AS
43.55.075 43.55.07S

6yrs 4yrs



Summary Comparison between Various Approaches to Production Tax

Current Law
At 39.25.100

Issue

DOR Auditors
DOR & DNR auditors
exempt employees? no

Effective Date
Generally n/a

Retroactive to April 12006 n/a

Downstream Costs At 43.55.150

>

Reasonable v actual
Prima facie reasonable
Taps Tariff

Gas Ceilings thru 2022

Where a
Interaction with credits implicit

new As 43.55.055

Additional Penalties

Additional Penalties for
Under reporting none

Dan E Didarsmn. CPA
NAYX07

SB/HB 2001 (ACES) as
introduced
BIH Sacdona 10.95,97

yes

Bill Sacdon 94

Jan 12008

unscheduled interrpution

Aa 43.55.011

a

IKiikxA S'ftf/hirr’-)

explicit importing from regs

none

CS HB 2001(FIN)am
BIH Sacdona 10. 59
2 DNR and 4 DOR exempt
master auditors authorized.

s Ill Sactlon 1, 80-81
Jan 12008
deferred maintenance issues
(Intent language)

BIH Sacdon 43
Downstream Tanker and
Pipelines = Actual, except,
reasonable if lower
"just and reasonable” and arms'
length transactions

am Sacdon 22

Cl *gas used inthe 6tate
inplicit

BUI Sacdon 40
10% for 10% or 10mm
understmnt, 20% for 20% or
20mm understmnt

Senate Finance CS
Bid Sacdona 10, 58

2 DNR and 4 DOR exempt
master auditors authorized.

Bid Sacdon 1,80-81
July 12007
TECHNICAL AVENDIVENT:
unscehduled interruption

Bid Sacdon 43
Downstream Tanker and
Pipelines = Actual, except,
[reasonable if lower
length transactions

BUI Sacdon 20,22

explicit high-level statement of
rules

Bill Sacdon 24,40

none



issue

Intent Language
overall intent of legislation
long standing interpretation
of SOL

Half the money from certain
retroactive applications to
PERS and public education
fund

tax savings from gas
ceilings outside Cl passed
on to ultimate consumers
Admin

Monthly Estimated
payments

LIHEAP funding
Whistleblower language

DNR NPSL regulations
Reguired 2011 Report -

Oan E Didarsm, CPA
Ao
Netrix Summary

Summary Comparison between Various Approaches to Production Tax

Current Law

n/a

n/a

n/a

AS 43.55.020C)
Estimated payments without
ceilings, refund due taxpayer at
year end

No
No

n/a
Yes

SB/HB 2001 (ACES) as
introduced

no

included

no

Ceilings applied monthly
No

No
general grant for retroactive
applications
Yes

pege 5

Senate Finance CS
SMTSacdon 1
included no

CS HB 2001(FIN)am

BM S*ctfcwi 1

included
retroactivity dollars to public
education fund, in remental
dollars to other listed
investments

included

encourage availability of
affordable gas no

BIH StCtfOfIS 12,23-25,42 BIH Sections 12,23-25,42

Ceilings applied monthly (sec A Ceilings applied monthly (sec A
and C could be parallel) and C could be parallel)
may » “ropriate $50 mm from
No

progressivity
> Up>-to » SOOK '
yes - with limitation for bad faith yes - with limitation for bad faith

may be retroactive
Yes

may be retroactive
deleted



Energy Assistance

Information Disclosure

DOR-DNR Information
Sharing

Assessments
Statute of Limitations

Tax Rate AS 43 55011(e) 22 5%

Dstriouted by Departrent dfRevere

Sec. 11 Amends AS 41 09 010(d)
Conforming lechnical amendments
effective immediately)

Sec 12 Amends AS 43 05 230(a) Adds | . 0/

AS 43.55 890 (disclosure of tax info) as - - /0

possible exception under AS ] V
y .

K,;*

> .

43 05 230(a) (unlawful disclosure)
effective immediately]

Sec 13 Amends AS 43 05 230(h) Adds CS Sec 13 ACES language
authority for DOR to share production tax Effective immediately)

info with DNR

effective immediately)

Sec 14 Amends AS 43 05 260(a) CS Sec 14 ACES language
Creates an exemption to allow D six  effective immediately]

years to conduct production tax

assessments rather than three years

effective immediately)

Sec 15 25% CSSec 15. 25%

effective 1/1/2008] HOM 1/1/2008]
applies to production after 12/31/07] (appfct to production iftor 12731AP7)

CS Sec 13 ACES language

CS Sec 14 ACES language

C8 Sec. 15. 22.9%

Page 10F10



ACCSM Vmion Cowpwfaow (comparison between House Senate versions)

r-T m m '

AS 43.55.011(f) Sets a tax
floor of not less than 4% of
gross value for North Slope oil
and gas when the average

W est Coast price is S25 per

barrel with step down factors

Tax Floor

AS 43.55 011(g) and (h)
Triggered at $40 net value with
a 25% increase per dollar;
25% tax cap on progressivity
rate

Progreamtvtty
AS 43.55.011(0) *(h)

Cook Inlet Conforming AS 43 55.011(j) Cook Inlet
Amendment* tax ceiling

Cook Inlet Conforming AS 43 55.011(k) Cook Inlet

Amendment* tax ceiling.

Cook Inlet Conforming AS 43 55011(/) Cook Inlet

Amendments tax ceiling

Cook Inlet Tax Credits AS 43.55.011(m) Cook Inlet
tax credits

Gas Used Instate

AS 43.55.020(a) Installment

payments.

Tax Payment

Detriied tvh- prret atRevene

ACCS
Sec 16 Repeals &reenacts AS
43 55 011(f). Sets a tax floor on legacy
fields of 10% of the total gross value at
the point of production, tax credits canno
reduce liability below floor [effective
1/1/2006]
(applies to production after 12/31/07]

Sec 17 and 18 Repeals &reenacts AS
43.55 011 (g9): amends (h) Tnggered ai
$30 net value on an annual basis with
0.2% increase per dollar 50% maximum
tax rate (including progressivity)

[effective 11/2008]
[applies to production after 12/31/07]

Sec 19 Amends AS 43 55 0110)
Conforming technical amendment
deletes reference to AS 43 55 011(g)
(progressivity) because reference is no
longer applicable.

[effective 1/1/2008]

[applies to production after 12/31 '07]
Sec. 20 Amends AS 43 55 011(k|
Conforming technical amendment,
deletes reference to AS 43 55 011(g)
(progressivity) [effective 1/1/2008]
[applies to production after 12/31/07]
Repeals AS 43.55.011(/). conforming
technical repeal.

Sec 21 Amends AS 43 55 011(m)
Adds language to be consistent with sec
55 (lease expenditures); deletes
reference to AS 43.55 011(g)
(progressivity). [effective 1/1/2008]
applies to production after 12/31/07]

Sec 22. Repeals & reenacts AS

43 55 020(a) Makes installment
payment calculations consistent with
changes to the production tax
effective 1/1/2008]

applies to production after 12/31/07]

cs Houss Bill 2001 (FIN) am
CS 8k . 16. Amends A8435M11(f):ifetete*

Uaohted Noventer 13, 2007

SOS CS Houee BIN2001 (FM
CS »

PPT lax floor, exempts private royally Mareete (AS tax floor, eaampte ptlvrit

4356.011(1) and gas usod Instate flam tea floor,
[affective 1/1/2008]
[applies 1o production after 12/31407)

CSSoc. 17 and 18 Repeals &reenacts AS
43.55.011(0) and (h). Triggered at $30 net value
on a monthly basis with 0.4% increase;
progressivity tax rate capped at 25% for a month,
[effective 1/1/2006]

[applies to production after 12/31/071

CS Sec 19 ACES language
[effeclive 1/1/2008]
[applies to production after 12/31/07]

CS Sec 20 ACES language
[effective 1/1/2008]
[applies to production after 12/31/07]

PPT (retains AS 43.55.011(/))

CS Sec 21. Amends AS 43.55.011(m). Retains
ACES technical amendments; dafetos additional
ACES language [effective 1/1/2000]
applies to production after 12/31/07]

CS Sec 22 Adds new subsection AS
43.55.011(0). Extends Cook Inlet tax ceiling* In
011(jX2) to gas used instate.

effective 1/1/2006]

applies lo production after 12/31/07]

CS Sec. 23. Repeals &reenacts AS 43.55.020(a).
Different changes from Senate.

effective 1/1/2008]
applies to production after 12/31/07]

4356011(1) fromtee flaor

CS Sec. 17 Repeete*reena*ASitilC 41t#).
nwuqugwi Niw prograwwyp jv iw p 1;.
Repeats AS 43.55011(h). n it

CS Sec 18 ACES language

CS Sec 19 ACES language

Repeals AS 43.55.011(f).

CS Sac. 20. Repeal* &reenacts AS
43.55.011(m). Adds language that rOQUtOMDOR
to establish by regulation a method for afljpflbalion
of Cook Inlet tax credits.

CS deletes

DSSec. 21. Repeals 4 reenacts AS 43.97020(a).
Different changes from House.

Page2dF 10



ACES PSIVankMICom parison* (comparison between House Senate versions)

srtnuhr
Tax Payment

Tax Payment

Tax Payment

Capital Expenditure
(Cap Ex) Tax Credits

Cep Ex Tax Credits
Carried-forward Annual
Loss

Cap Ex Tax Credits
Transfer of Credits

Cap Ex Tax Credits
Transfer of Credits

Cap Ex Tax Credits
Refunds

| — m ACCS

Sec 23. Amends AS 43 55 020(d)
owner settlement deductions  Conforming technical amendments
deletes reference to AS 43 55 011(0 and
(9) (floor & progressivity) because
references are no longer applicable

AS 43.55 020(d). Royalty

and installment payments

[effective 1/1/2003]

[applies to production after 12/31/07)

AS 43 55 020(g) Intereston Sec 24 Amends AS 43.55 020(gi
unpaid installment payments  Conforming technical amendment

[effective 1/1/2008]

[applies to production after 12/31/07]

AS 43 55 020(h) Intereston Sec 25 Amends AS 43 55 020(h)
Conforming technical amendmeni

overpayment of installment

payments [effective 1/1/2008]

[applies to production after 12/31/07]

AS 43 55 023(a) 20% tax
credit for qualified capital

requirements

legacy field taxes,

AS 43 55 023(b) 20% of
credit allowed against
when use of the deduction

would cause the production tax In legacy fields
In a month to be less than effective 1/1/2008]

zero applies to exp after 12/31/07]

AS 43 55 023(d) Transferable Sec 28 Amends AS 43 55 023(d)
Adds no transfer of tax credits earned on
legacy fields, option to obtain cash
payment, and more time for agency
approval, provides annual reporting
requirements; links date for issuance of
credit with information required under AS
43 55 030; spreads use of tax credits

tax credit certificates

over two years
effective 1/1/2008]

AS 43.55 023(e). Transfer of Sec 29 Amends AS 43 55 023(e)
Conforming technical amendment

tax credits
effective 1/1/2008]

applies to exp after 12/31/07]

AS 43 55 023(f) Cash refund Repeals AS 43 55 023(f) (replaced with
of up 1o 525.000.000 for small | bitand gas tax credit fund. Sec 45)

producer tax credits.

Detribied by DartretdfRevene

Sec 26 Amends AS 43.55 023(a) 20%
tax credit; spreads use of tax credits over
expenditures and information two years moves and adds to info
requirements, requires submission of
information that is required under AS

43 55025(0(2) adds that legacy field tax
cred.'s may be applied only against
[effective 1/1/2008)
[applies to exp after 12/31/07]

Sec 27 Amends AS 43 55 023(b)
camed-forward annual loss tax Matches carried-forward annual loss to
production tax rate of 25%. adds that
deductible lease expenditures carried-forward annual losses may not
be based on lease expenditures accrued

CS House Bill 2001 (FIN) am
PPT

CS Sec 24 ACES language

[effective 1/1/2008]
[applies to production after 12' 31/0O-)

CS Sec 25 ACES language

[effective 1/1 2008)
[applies to production after 12°31/07|

PPT

CS Sec. 26. Amends AS 43.55.023(b). Matches
carried-forward annual loes to production lax rate
of 25%; deletes ACES language on legacy holds,

effective 1/1/2006]
applies to production after 12/31/07]

PPT

PPT

=PT

Uochted Noverrber 13, 2007

SCS CS House Bill 2001 (FIN)
PPT

CS Sec 22 ACES language

CS Sec 23 ACES language

CS Sec. 24 Amends AS 43.55.023(a). 20% tea
credit; ACES language regarding uee of tax-
credits over two year* and Info requkamanfe;
deletes ACES (2KB); adds that a taxaecM tors
capital expenditure to davelop oMor flaiM bjaalto
the PPT tax floor cannot be applad againat'eNor
gas produced from property notaubjodt$l«*tax

floor. . N\
me$ "

CSSec. 25. House language exceptnsMDhSe
carried-forward rata to tax rataof228%.

A 7
V.
> Vv u

CS Sec. 26 Amends AS 43.55.023(d). A/CES8
language put back in.

CS Sec. 27. Amends AS 43.55.023(#). ACES
anguage put back in.

3PT

Page 3LFID
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ACES BM WtortfcMi Ctompavteona (comparison between House Senate versions)

r -~
Cap Ex Tax Credits
Audits

Cap Ex Tax Credits
TIE Credits

Cap Ex Tax Credits
Tax Exempt Entities

NM-Alaska Tax Credits

Exploration Tax Credits

Exploration Tax Credits

tM W & sm »~ v m im
AS 43 55.023(g) Tax Cregit
audits

AS 43.55.023(i) Transitional
investment expenditure (TIE)
tax credits for qualified capital
expenditures incurred after
March 31.2001 and before
April 1. 2006

AS 43.55.024. Additional tax
credit of $6,000,000 for
production from leases outside
Cook Inlet and the North Slope
for small producers

AS. 43.55.025 Alternative -x
credits for up to 40% for oil
and gas exploration

Dtriisd by Dypartrent diRevenLe

A fc» . - ! CS House Bill 2001 (FIN) m i

lenguage to reflect DOR authority to
purchase tax credits granted in AS
45.55 028

(effective 1/1/2008)

[applies to credits issued under 023(d)
amended: and credits issued before
1/1/2008 for which no cash refund has
been issued]

CS Sec 27. Amends AS 43.55.023(i). UmMSTIE
credits to taxpayers that cHd not have commercial
production before January 1.2000, and to 1/10 of
qualified capitd expenditures incurred sfter Merch
31,2006 and before January 1.2000.

(effective 1/1/2000]

(applies to production alter 12/31/07]

Repeals AS 43 55 023(i) (PPT TIE
credits).

CS Sec. 28. Amends A& 43.55.023. Adds
subsection (/). Delete* ACES language. Exempts
ARMB from limitations under AS 43.55023(e)
regarding transferable tax credits.

(effective 1/1/2000]

applies to production aflar 12/31/07]

PPT

Sec 31. Amends AS 43 55 023 Adds
subsection (1) to make clear a tax
exempt entity may not obtain a
transferable tax credit

[retroactive to 4/1/2006]

Secs. 32 - 35. Amends AS 43 55 024
Subsection(a): technical correction: (b).
(c), (e), (9): conforming technical
amendments, [effective 1/1/2008]
[applies to production after 12/31/07]

CS Sec 29. Amends AS 43.55.025(a). ACES
language except ups 20% tax credit to 30%.
[effective 1/1/2000]

[applies to production after 12/31/07]

[applies to expenditures after 12/31/2006]

Sec. 36. Amends AS 43 55 025(a)
Repeals 2007 sunset in (a)(2) and
makes the existing 2016 sunset of the
tax program uniformly applied
[effective 1/1/2008]

[applies to exp after 12/31/2007]

CS Sec. 30. Amends AS 43.55.025(b). Appliesto
expenditures for work performed alter 12/31/2000;
changes from ACES the specified costs that are
disaSowed,

Sec 37 Amends AS 43 55 025(b)
Applies to expenditures incurred for work
performed after 12/31/2007. extends
eligibility to delineation wells drilled
within 540 days, requires that an effective 1/1/2008]

exploration well be completed or [applies to production after 12/31/07]
abandoned to qualify for credit disallows [appliesto exp. after 12/31/2008]

lax credits for specified costs [effective

1/1/2008]

[applies to exp. after 12/31/2007]

Uckted Noerher 13, 2007

PPT

CS8ec 21. Amend* AS43.50.fIntt~flw T]C
credits to taxpayers thatdid not hiyi|S|M teate)il
production baforaAprfl,2006 X ]

CS Sec 20. Amends A& 43.56.0&.

PPT

CS Sac. 30. Amanda AS 43.05.025(a). ACCS

languagt; leaves tax rate at 20%. *
= NI* yppe

® ;fe-
-
#
2
CS Sac. 31. ACES language except change* that
a quaWtod cost may not b* incurred for. -
exploration weft or aaiamic exploration forany unit

before May 14.2003 rather than May 13,2003.

Pagp 40F 10



ACES M vtralon (comparison between House Senate versions) b 1Novarber 13 207

mzm -
Sec 3B, Repeals &reenacts AS

43 55.025(c) Provides a clearer
definition for new exploration objectives
and requires DNR evaluation, [effective
1/1/2008]

[applies to exp after 12/31/2007]

Sec 39. Amends AS 4355_025(_f) gk H * mij
Expands description of required info,
limits well data confidentiality to 24
months; provides confidentiality for 30
days for seismic data: requires credits to
be spread over at least two years,
clarifies public availability of basic credit
info [effective 1/1/2008]

applies to exp after 12/31/20071

Sec 40 Amends AS 43 55 025(g)
Clarifies a tax-exempt entity may not
transfer a credit certificate

retroactive to 7/1/2003]

Exploration Tax Credits

VA Jt~=* AL TI& & tAfy> «}+2&2m ** r<**'4- Nj %' id ¥V*<r

Exploration Tax Credits

Sec 41 Amends AS 43 55 025(h

Conforming technical change

effective 1/1/2008)

applies to production after 12/31/07]

Sec 42 Repeals & reenacts AS CS Sec 33 ACES language

43 55 025(i). Prohibits application of tax [effective 1/1/2008]

credit to reduce tax liability below zero [applies to production after 12/31/07]
allows carry forward of tax credits

effective 1/1/2008)

applies to production after 12/31/071

Exploration Tax Credits

Exploration Tax Credits CS Sec 36. ACES language

Exploration Tax Credits Sec 43 Amends AS 43 55 025(k) CS Sec 34 ACES language CS Sec 37. ACES language.
Defines "preexisting well.'1 [effective 1/1/2008]
effective 1/1/2008] [applies to production after 12/31/07]
applies to exp after 12/31/2007] [applies to exp after 12/31/2006]

Sec 44 Amends AS 43.55 025 Adds a
new subsection (/) Provides for a new
five percent tax credit for old seismic
data that DNR determines is in state's
interest to acquire

effective 1/1/2008]

applies to production after 12/31/07]

Exploration Tax Credits

Oil & Gas Tax Credit AS 43.55.023(f). Permitsthe Sec. 45 Adds AS 43 55028 Creates

Fund state to offer a cash refund of an oil &gas tax credit fund funded by an
up to $25,000,000 for tax appropriation of a percentage of
credits issued to small production tax revenues and repeals AS
producers 43 55 023(f). PPT tax credit rebind

effective 1/1/2008]

Dstriedly Dyartrent ofReverLe Page 5oF10



Reporting
Requirements
Penalties
Reporting Requirement

Reporting
Requirements and
Penalties

Tax Understatement
Penalty

Assessment Statute of
Limitations

Prohibition on Tax
Credits

Electronic Filing
Advisory Bulletins
W histle-blowers

Distributed by Department of Revenue

between House SENate versions)

ACt»

Sec. 46 Amends AS 43.55 030(a)

Makes clear every taxpayer must file an

annual return; expands into
requirements [effective 1/1/2008)

[applies lo reports due afler 12/31/2007)

Sec 47. Amends AS 43 55 030(d) Adds

late filing penalty of $1 000/day
[effective immediately]

Sec. 48 Amends AS 43.55 030 Adds
new subsections, (e) requires annual

expenditure statement; and (f) authorizes

DOR to require monthly filing of info
[effective 1/1/2008]

[applies to reports due after 12/31/2007]

Sec. 49 Amends AS 43 55 040

Clarifies DOR has authority to require
filing of reports necessary to forecast
state revenue; adds additional S1 000
per day penalty for failure to file at the
time required, [effective immediately)

Sec. 50. Amends AS 43 55 Adds a

new section. AS 43 55 075 that expands

statute of limitations for conducting tax
assessments from three years to six
years

[effective immediately)

[applies to assessments whose time
have not expired when Act effective)

Sec. 51. Amends AS 43.55 110 Adds
new subsections (e) & (0 that authorize
DOR to require electronic filings and
payments, and (g) that gives DOR
authority to issue advisory bulletins
effective immediately!

Updated November 13. 2CX 7

SCS CS House Bill 2001 (FIN)
CS Sec 39 ACES language

CS House Bill 2001 (FIN) am
CS Sec 36 ACES language
[effective 1/1/2008)
(applies to production after 12/31/07)
[applies to reports due after 12 31 2007]

CS Sec 37 ACES language CS Sec 40 ACES language

(effective immediately]

lappiies (o fepods due after effective date]

CS Sec 38 ACES language CSSec4! ACES language
(effective 1 12008)

[applies lo oioduction after 12 31 07)

lappiies to reports due aflei 12/31 200™)

CS Sec. 39 ACES language except $1,000 per CS Sec 42 ACES language plus additional
day penalty is ass sssed after DOR provides notice requirement for a producer of more than 100,000
of failure to file; also adds that interest accrues to  barrels a day to report A'aaka c'l and gas gross
the penalty, [effective immediately] value and deductible lease expandturee :-
applies to reports due after effective date]

CS Sec. 40. Adds new section AS 43.55055.

Adds penalty for understatement of tax.

[effective immediately]

[applies to understatements made after effective

date of section]

CSSec. 41. ACES language for AS 43.55.075. CS Sec. 43. Extends statute of HmttadOMtofMr
years rather than six.

[effective immediately]
[applies to assessments whose time have not
expired when Act effective]

CSSec. 41. Adds new section AS 43 55.078.
Prohibits a producer or explorer from receiving tax
credits if certain judgments are not satisfied,
effective immediately]

CS Sec 44 ACES language. Adds wtvsbsbiower
whistleblower language; limitof $1.000,000 language; limitof$500,000 or 10% of additional
compensation or 10% of additional amount amount collected; deletes House bed faith
collected; penalizes bad faith action by language.

whistleblower, (effective immediately]

CSSec. 42. ACES language. Adds

Page 6 or 10



Comparison* (comparison between House Senate versions)

Transportation Coets

AS 43 55 160(a)
Determination of production
tax value of oil and gas
annually and monthly

Tax Determination

AS 43 55 160(b) Production
tax value may not be less than
zero

Tax Determination

AS 43 55 160(e) Carried
forward annual losses
established when production
tax value is less than zero

Tax Determination

Tax Determination

AS 43 55 165(a) Describes
deductible lease expenditures
for purposes of determining
the net taxable amount,
provides standards DOR shall
_consider for determining lease
bxpenditures

Lais* Expenditures

Detriuted by Deartrent dfRevene

ACCS

Sec 52 Repeals and reenacts AS
43 55 160(a)
the taxable value is the gross value at
the point of production minus lease

expenditures: the changes are necessary

to implement different tax treatment,
removes monthly value calculation
because no longer needed [effective
1/1/2008)

[applies to production after 12/31/07)
Sec 53 Amends AS 43 55 160(b)
Conforming technical amendment
[effective 1/1/2008]

[applies to production after 12/31/07]
Sec 54 Repeals &reenacts AS

43 55 160(e)
calculating production tax values for oil
and gas subject to different statutory
provisions

[effective 1/1/2008]

[applies to production after 12/31/07]

Sec 55 Amends AS 43 55 160 Adds
four new subsections, (f)-(i), related to
allocations and calculations of adjusted
lease expenditures

[effective 1/1/2008]

[applies to production after 12/31/07]
Sec 56 Repeals &reenacts 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))

[effective 1/1/2008]

[applies to production after 12/31/07]

Retains PPT principle that

Provides explicit rules for

w Im M

Deletes ACES language

CSSec. 46. ACES language except addelhat
ooets mutt be Incurred ta the (M e.

[effective 1/1/2008]

[applieeto productionater 1201/07]

Uoohted Noveter 13.2007

Deletes ACES language

CS Sec 49. ACES language, detetee Neui*
requirement that the cot* PEKKth& M mi

Page 7aF10



ACCS SHI VtrakMi Comp«>1i01W (oomparieon between Houee Senate \ersias)

rssrm Aim E S ~ m m T
Lm m Expenditure* AS 43.55.165(b). Lists direct

costs that may be considered
deductible lease expenditures;
allows overhead expenses;
and specifies allowed costs
need not be physically located
on lease

Lease Expenditures AS 43.55 165(c) and (d)
Allows DOR to substitute costs
that are billable or actually
billed through unit operating
agreements in place of the
general lease expenditures
standards

Lease Expenditures

Lease Expenditures AS 43 55 165(h). Allocation of
costs between oil and gas

Standard Deduction

Lease Expenditure
Adjustments

iInformation Disclosure

Destribviedby Departrent dfiReverie

1* J I» *

Sec. 57. Amends AS 43.55 165(b) Re-
arranges PHT language; adds the
standards DOR shall consider for
determining lease expenditures (moved
from 165(a) and (c)). deletes overhead
expenses (moved to 165(a))

[effective 1/1/2008]

[applies to production after 12/31/07)

Repeals AS 43.55.165(c) and (d>

Sec 58 Amends AS 43 55 165(e) Adds
to the list of non-deductible lease
expenditures, including costs incurred for
violations of law and for repair
replacement or deferred maintenance in
specified circumstances; and costs to
construct, acquire or operate a refinery
or topping plant

[retroactive to 4/1/2006]

[applies to production after 3/31/2006]

Sec. 59. Amends AS 43.55 165(h)
Conforming amendment to be consistent
with new AS 43.55 160 (production tax
determination)

[effective 1/1/2008]

[applies to production after 12/31/07)

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)
retroactive to 4/1/2006]

anoluss to nrodudion after 3/31/2DQ6!
Sec 61 Amends AS 43 55 Adds new

section AS 43.55.890; makes ciear DOR
may publish production tax info that is
aggregated among at least three
taxpayers [effective immediately]

Uochted Noventer 13 2007

CS House Bill 2001 (FIN) am SC8 CS House BHi 2001 (FIN)
CS Sec 47 ACES language exceptunder (bX3). CS San. 80. ACES lanffOdBK
DOR may consider industry and NP8L rtewdecds. (b)(3) language from “mey" beck »!

(affective 1/1/2006]
[applies to production after 12/31/07]

ACES CSSec. 51. Repeals 1 reenacts AS 48.16.185(e).
Allows use of unitoperating agreemento’tajf
determine allowable leaee expenditure*. «

Se

TffS &

CSSec 48. Amends AS 43.55.165(e). Changes CS Sec. 52 Amends AS 43.55 165(*) w«h
from ACES; expands on (e)(6) to include repair changes to ACES and House version; unber

and replacement costs that arise from criminal (eK2), allows deduction of net profits paid lo the
negligence and violations of the Clean Water Act; stale under net profit share Weses; (*K0) ACCS
adds lobbying, public relations advertising, and language back In, House language out; (*)(12)

public advocacy costs; and for Internal House Internal transaction raquiremanfctfeMad;

transactions, taxpayer must show any costs do not adds beck ACES (*H19) corrosion wNIW tauop:
exceed market value; deletes provision regarding retains House dieaNowanoe of lobbying. jnM c
repair, replacement and deferred maintenance iwwoOfTt, puoi)c reianon* aovem#?ng
costs. advocacy costs.

(effective 1/1/2008]

[applies to production after 12/31/07]

CSSec 49. Amends AS 43.55.165(h). ACES CSSec. 53 ACES language; detelae Howe
language with additional change to conform to tax reference to gas used instate.

provisions for gas used instate

[effective 1/1/2008]

[applies to production after 12/31/07]

.
>

CS Sec. 50. Adds 43.55.165<k) and (!) Adds a CS deletes standard deduction.

standard deduction for operating costs on legacy

fields. Also adds AS 43.55.180(b), requiring a

report in 2010 (missing from bill).

[effective 1/1/2008]

[applies to production after 12/31/07]

CS Sec. 51. ACES language, CS Sec. 54. Amanda AS 43.55.170(a) eacapt
[effective 1/1/2008] amendment is missing.

[applies to production after 12/31/07]

CS Sec 52 ACES language CS Sec 55 ACES language
[effective immediately]
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ACES M Vwslon Comparisons (comperison brtww Houae Senate versions)

Repeals

Repeal*

Repeals

Applicability

Auditors Intent

Transition Payment of
Tax

Transition Retroactivity
of Regulations

Detriiedby Dyartrent dfReverie

Unchted Noverber 13, 3007

Sec. 62 Amends AS 43.55.900 Adds
new definitions for ""nonunrtired
reservoir;" "pool;" "producer;" and "unitl
[effective immediately]

AS 43 55 023(f) provide* a Sec 63 Repeals AS 43 55 023(f) (PPT
cash refund of up to cash refund)

$25,000,000 for small [effective 1/1/2008)

producers' tax ¢ tits

AS 43.55 165(c) and (d) allows Sec 64 Repeals AS 43.55 165(c) and
Df jR to substitute costs that (d). determination of deductible lease
are billable or actually billed expenditures using unit operating

through unit operating agreements

agreements in place of the (retroactive to 4/1/2006]

general lease expenditures [applies to production after 3/31/2006]

standards

AS 43 55 011(/) order for Sec 65 Repeals AS 43.55011(/) order Retains AS 43.55 011(/)and AS 43.55.023(1); AS Retains AS 43 55 023(i). AS 43 55 011(1) AS
applying the Cook Inlet tax for applying Cook Inlet tax ceiling: AS 43 55 160(c) is repealed in CS Sec 54 43 55 160(c) are repealed in CS Sec. 57
ceiling; AS 43.55 023(i) 43.55 023(i). transitional investment

transitional investment expenditures, and AS 43.55.160(c)

expenditures tax credits. AS effective 1/1/2008]
43.55.160(c) determining the applies to production after 12/31/07)
tax value under the
progressivity provision AS
43 55.011(g)
Sec 66 Applicability of specified CS Sec 55 Applicability of specified sections CS 58 Applicability of specified sections.
sections [66(g) (assessments) [effective immediately)
retroactive to 4/1/2006): everything else
effective immediately]

Sec 67 Allows current oil and gas
auditors to opt to remain in classified
service (effective immediately]

CS Sec 61 Adds language giving taxpayer to
April 1. 2008 to pay balance of any tax due after
June 30. 2007 and before effective date.

Sec 68 Allows regulations adopted by
DOR and DNR to be applied retroactive)
to the applicability date of the statutory
provisions being implemented
retroactive to 4/1/2006]
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TraneWon Pending Sec. 89. Provides for the treatment of Deleted from ACES Deleted from ACES
Applications pending applications for transferable
credits and the refund of credits under
AS 43.55 023 (effective immediately]
TraneWon Regulation* Sec. 70 Authorizes DNR and DOR to CS Sec 58 ACES language CSSec 63. ACES language
proceed with adopting regulations [effective immediately]
(effective immediately]
Retroactivity Sec 71. Provides for the retroactivity of
certain provisions
[effective immediately] * - N
! Revisor® Instruction*
\
Effective Date* Sec 72. Provides that certain sections i *
take effect January 1.2008 (including
most changes to the production tax) i
[effective immediately]
Effective Date* Sec 73 Provides that certain sections £
take effect immediately - i o o K* x
Page 100( 10
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Summary Comparison between Governor's October 1, 2007 Production Tax Proposal and Current Law

Issue

Base Rate

Current Law

as 43.55.011 (») a (g)

Base Tax Rate

Progressivity
Starting point

Tax/$ of Price Index
Average Value over

Gross Value Floor
Base

Rate
Credits further reduce floor tax?

Credits

Investment Credits

Loss Carry Forward Credits
Transitional Investment Credits

Exploration Credits
DNR approval required?
Confidentiality of well data
Pre-existing well

"DNR TIE" Credits for pre 2003 seismic

work?

Allowable Lease Expenditures
Use producer audits of operators?

DR&R Allowed?

Deferred Maintenance allowed?

Field Topping Plants allowed?

DED
10/8/2007
Matrix Summary

| 22.50%

AS 4355.011(g) & (h)
$40
0.25%
month

AS 4355.011()

Prudhoe & Kuparuk
ranges from 0% to 4%

Yes

AS 435,023 and 55.025

Taken in year of investment

20%
Yes

AS 43.55.025

In Cl, to avoid 3 mile limit
10 years

One drilling season

no

AS 43.55.165

Yes
Some

Yes

Yes

page 1

Governor's 10/1/2007 Proposal

hiii sections is a n
25%

Bill Sections 17,18
$30
0.20%
year

Bill Section 15, 16, 31-36, 8.41-42
North Slope
10%
No

Bill Section 26-28, 38-44 A 63
1/2 in each of two years
25%
No

Bill Section 36 - 44

Always
2 years
Two consecutive drilling seasons

5%

Bill Sections 52-64

No
No
No
No



Summary Comparison between Governor’s October 1, 2007 Production Tax Proposal and Current Law

Issue Current Law

AS 43.55.023(f) & (0)

State Purchase of Credits

"appropriations made by law"
$25 million

AS 43.05.230 and royalty statutes

Paid from:
Annual dollar cap per taxpayer?

Information

forward looking information required none
if aggregated to "prevent the

Disclosure of tax informatici

DNR sharing royalty information w/ DOR limited ability
DOR sharing tax information with DNR limited ability
Statute of Limitations AS 43.05.260

State assessment must be issued within 3 yrs
DOR Auditors As 39.25.100

DOR auditors exemc.employees? no

Effective Date

Generally
Deferred Maintenance Rules

DED
10/8/2007
Matrix Sjmmary page 2

identification of particular returns."

Governor’s 10/1/2007 Proposal

Bill Section 45 (AS 43.55.028)

oil and gas credit fund, funded from
production taxes
none

Bill Sections 2-9,11-13, 49 6 61

information "necessary to forecast...
revenues under AS 43.55". Penalty up to
$1000 a day.

if aggregated w/2 other producers

expanded ability
expanded ability

Bill Sections 1,14,50 new AS 43.55.075

6 yrs
Bill Sections 10, 65, 67
yes
Bill Section 64
Jan 12008
Apr 12006



Comparison CSSB 25-GSN14VE and SB 2001 25-GS0014VA

Senate Resource Committee
October 27,2007

2001 B 2001 Agmin' Ion).
Eﬁl jon Change Orresponding Eﬂfjgecrhon |
| Tltle Reflects omissions from SB2001 (25-GS0014\A) T|t|e - Modified J
Deletes references to the issuance of advisory
bulletins, establishing an oil and gas tax credit

fund, and reference to the conservation surcharge
on oil

Sec. 1'12 * Re-numbers sect’s 2-12 of admin bill one Sec 2'13 reSpec’[ively

numeral lower
| Sec . None Sec. 2
1 8C. 2 . None ¢ 3
| Sec. 3 . None Sec. 4
Sec. 4 . None Sech
.5 . None 5.6
| Sec. 6 . None .7
Sec. 7 . None . 8
| Sec8 . None .9
. . None Sec. 10
Sc. 10 . None Sc. 11 ,-
Sc. 11 . None Sc. 12

s L T E‘%Cséi Bonitedin -+ |

SeC. 13 » T.LE. credits
Terminates the transitional investment expenditures 63 .
credit effective January 1, 2008 except for explorers Cred|tS repealed
that did not have commercial production prior to

January 1, 2008. For those explorers, they may also
claim credits fc. a portion of their expenditures
incurred after March 31, 2006 and before January 1,
2008.



Comparison CSSB 25-GS0014VE and SB 2001 25-GS0014\A
Senate Resource Committee
October 27,2007

Bﬁ 2001 B 2001 Agmin' t[ lon.
Il Section Change orre%pon Ing Bill Section
[Sec 14 e None $C4
Sec. IS * None Sec. 47
SeC. ].6 * None S@C48
|§g Pt o0 omitted in CSSB
. « None .
-5 omitted in CSSB
|SeC ].9 * None .
SeC. 20 e None SeC 57

Sec. 2]. e None % ég . .
.29 omitted in CSSB
Sec. 22 e None .

SeC. 23 * None SEC 6].

e e nunuzes TS T LR
reservolr” ant; pOOI %CI 63 Omitted in CSSB

SEC. 25 * None S@C 64

. 26 +  Repeals As 43.55.011() 8?885 partially included in

» Section 65 also repeals AS 43.55.0"3(i) and
AS 43.55.160(c)

Sec. 2 «  Applicability &1386 partially incluced in

Each draft of the proposed legislation provides
Applicability provisions to their proposed
legislation

1 SeC 28 * None Sec 67



ﬁl |on

13¢.29

Sec. 3
Sec 3l

Sec. 2

%3

Comparison CSSB 25-GS0014VE and SB 2001 25-GS0014VA
Senate Resource Committee
October 27, 2007

B 2001 Adminjstration.
Change Orres OHglnﬁ) @ec[}lon
» Transition: Retroactivity of Regulations partla y |nC|Ud9d I

Retroactivity of regulations are generally
consistent between the two pieces of
proposed legislation except for those
provisions that have been deleted. E.g.,
21/58,22/60, and 25/64 may apply
retroactively to April 1,2006

* None %C 70
: ivity of certain Provisi artially included
Retroactivity of certain Provisions %&g&é) y

These sections provide for retroactive effective
dates for the appropriate sections of their
respective proposed legislations, some of which
overlap and are consistent, e.g., 21/58, 22/60,
°5/64, and 29/68 are to take effect April 1, 2006

» This section identifies those portions of the %ng partla"y iﬂClUded in

proposed legislation that take effect January
1.2008

* None regarding immediate effective date %&géé)ama"y iﬂClUded



Summary Comparison between Various Approaches to Production Tax

Issue Current Law
Base Rate AS 4355.011 (e) A(g)
[Base Tax Rate
Progressivity AS 43.55.011(q) &(h)
Sl starting point $40 net
Tax/$ of Price Index 0.25%
Average Value over
Applied to
Cap
Gross Value Floor  AS43.55.011(f)
Base
Rate
Credits further reduce floor
tax?
Apply .024 and .025 credits
against floor
Investment Credits  AS43.55.033
investment Credits
ILoss Carry Forward Credits 20%
Transitional Investment
Credits Yes

Dan E Dickinson. CPA
'1/12/2007
Matrix Summary

S9/HB 2001 (ACES) as

introduced

BUI Sections 15 A 17
25%

BUI Sections 17,18
$30 net
0.20%
year
net
25% of net

Bill Section 15. 18, 31-38, &41-42
1 Prudhoe, Kuparuk
10%
No
No
Bill Section 28-28, 38-44 & 63

1/2 in each of two years

25%

No

page 1

CS HB 2001 (FIN)am

Bill Sections 15
25%

Bill Sections 17,18
$30 net
040%

Bill Section 16

Bill Section 26-28

25%

All taxpayers allowed
application of TIE matching
wpending in April 12006 - Dec
31, 2007, even if application
deferred



Summary Comparison between Various Approaches to Production Tax

SB/HB 2001 fACES) as

Issue Current Law introduced CS HB 2001fFIN)am

Exploration Credits  AS4355.025 BUI Section 3$ - 44 Bill Section 29-35
Rates 20; 40% 20; 40% 30;40%

costs arising from Bad Acts Il
General &Admin Costs disallowed bad acts | * - criminal

In Cl, to avoid 3 mile

DNR approval required? limit Always Always, w/ language changes

2 years, or if DNR declines to,
Confidentiality of well data 10 years 2 years or private landowner declines

explicit exclusion without
Seismic on non state land silent included permission
Two consecutive drilling Two consecutive drilling
Pre-existing well One drilling season seasons seasons
"DNR TIE" Credits for pre
2003 seismic work? no 5% 5%
Exceptions to Tax Credits Bill Section 41
none none none unpaid judgment |
State Purchase of Credits AS4355.023(f) A(Q)
oil and gas credit fund, funded

Paid from: from production taxes
Annual dollar cap per $ 25 million (however ARM
taxpayer? $25 million none unlimited)
ARM Board Purchases? n/a n/a yes

Dan E Dickinson, CPA
11/12/2007

Matrix Summary page 2



Summary Comparison between Various Approaches to Production Tax

SB/HB 2001 (ACES) as

Issue Current Law introduced CS HB 2001(FIN)am
Allowable Lease Expenditures A s43.55.1u Bill Section 4651
Allowed by regulation no language must be must be
Use producer audits of
operators? Explicit Explicit repealed; Implicit Explicit repealed; Implicit

add violation of law, lease or costs arising from Bad Acts lll
Disallow bad acts 11? yes license + criminal
F, rids.

Yet to be written regulations y '
will define 2006; then 3%
annual increase; (regardless

Opex of production or ownership?)
1 uvai (uw
if w
M SI

Dan E Dickinson, CPA
11/12/2007
Matnx Summary page 3



Summary Comparison between Various Approaches to Production Tax

Issue Current Law
AS 43,05.230 end royalty

Information statutes

forward looking information

required none

Disclosure of tax
information

DNR sharing royalty
information w/ DOR
DOR sharing tax
information with DNR

limited ability

limited ability

as 4305.290

Statute of Limitations
IState assessment must be

lissued within 3yrs

DOR Auditors As 39.25.100

DOR & DNR auditors
exempt employees? no

Effective Date
Generally n/a

Retroactive to April 12006 n/a

Dan E Dickinson. CPA
* 111212007
Matrix Summary

SB/HB 2001 (ACES) as
introduced

information "necessary to

forecast... revenues under AS
43.55". Penalty up to $1000 a

day.
if aggregated w/2 other
producers, no requirement to
prevent identification

expanded ability

expanded ability
ESi!ISEleOc?téons 1,1450 new AS
6 yrs
Bill Sections 10, 05, 07

yes

Bill Section 04
Jan 12008

deferred maintenance issues

page 4

CS HB 2001fFIN)am
Bill Sections 2-9.11,13,30-30, 52

information "necessary to
forecast... revenues under
AS 43.55". Penalty up to
$1000 a day if demanded
information not forthcoming.
if aggregated w/2 other
producers, [still under
umbrella -required to prevent
identification]

expanded ability

expanded ability
Bill Sections 1,14,41 new AS
43.55.075

6 yrs

Bill Sections 10, 50
2 DNR and 4 DOR exempt
master auditors authorized.

Bill Section 1, 00-01
Jan 12008
deferred maintenance issues
(Intent language)



Summary Comparison between Various Approaches to Production Tax

SB/HB 2001 (ACES) as

Issue Current Law introduced CS HB 2001 (FIN)am
Downstream Costs As 43.55.150 Bill Section 43
I Downstream Tanker and
I Pipelines = Actual, except,

Reasonable v actual reasonable if lower

Puma facie reasonable "just and reasonable" and
I arms' length transactions

Taps Tariff
Gas Ceilings thru 2022 As 4355011 Bill Section 22
IWhere | Cl Cl Cl + gas used in the state |
Additional Penalties ew As 4355055 Bill Section 40
Penalty for under estimated
payments

10% for 10% or 10mm
Additional Penalties for understmnt, 20% for 20% or
Under reporting none none 20mm understmnt
Intent Language Bill Section 1
overall intent of legislation n/a no included
long standing interpretation
of SOL n/a included included

Half the money from certair
retroactive applications to
PERS and public education
fund

tax savings from gas
ceilings outside Cl passed
on to ultimate consumers n/a no

encourage availability of
affordable gas

Dan E Dickinson, CPA
11/12/2007
Matrix Summary page 5



Issue
Admin

Monthly Estimated
foayments

LIHEAP funding
Whistleblower language

DNR NPSL regulations
Required 2011 Report

Dan E Dickinson, CPA
11/12/2007
Matrix Summary

Summary Comparison between Various Approaches to Production Tax

Current Law

AS 43.55.020(a)

Estimated payments
without ceilings, refund
due taxpayer at year end
No
No

n/a
Yes

SB/HB 2001 (ACES) as
introduced

Ceilings applied monthly
No
No
general grant for retroactive

applications
Yes

page 6

CS HB 2001(FIN)am
BiH Section* 12,23-25,41

Ceilings applied monthly (A
and C) could be more parallel
may appropriate $50 mm from

progressivity

yes - with limitation for bad

faith

may be retroactive
deleted



Bill Section Change Bill Section

25- 25.
GS0014\E GS0014\A
Title The new Title deletes references to the issuance of advisory Title

bulletins, establishing an oil and gas tax credit fund, and
reference to the conservation surcharge on oil

Deleted This section relating to the legislative intent of section 50 has Section 1
been deleted
Section 1 No change Section 2
Section 2 No change Section 3
Section 3 No change Section 4
Section 4 No change Section 5
Section 5 No change Section 6
Section 6 No change Section 7
Section 7 No change Section 8
Section 8 No change Section 9
Section 9 No change Section 10
Section 10 | No change Section 11
Section 11 No change Section 12
Section 12 No change Section 13
Deleted This section makes reference to the new proposed AS Section 14
43.55.075 that changes the deadline for a tax to be assessed
from 3 years to six years.
Deleted This section changes the tax from one calculated on a monthly Section 15
basis to one calculated on an annual basis
Deleted This section creates a tax floor of 10% of the total gross value at Section 16
the point of production
Deleted This section establishes a production tax of 25% plus 0.2% Section 17
times the progressivity price index
Deleted This section amends the calculation from a monthly to a Section 18
calendar year calculation and changes the starting net value of
progressivity from $40 to $30
Deleted Conforming changes to the proposed legislation Section 19
Deleted Conforming changes to the proposed legislation Section 20
Deleted This section clarifies what a producer could claim in excess Section 21

credits from Cook Inlet against taxes on leases or properties
elsewhere in the state.
Deleted This section reconciles the monthly installment tax calculations Section 22
to be consistent with the above sections and clarifies some of
the ambiguities in the existing legislation concerning Cook Inlet
ceilings and credits.

Deleted Conforming changes to the proposed legislation Section 23
Deleted Reference changes and clarifies annual due date Section 24
Deleted Reference changes and clarifies annual due date Section 25

Deleted This section stipulates that no more than half of a capital Section 26



Deleted

Deleted

Deleted
Deleted
Deleted

Deleted
Deleted
Deleted
Deleted

Deleted
Deleted

Deleted

Deleted

Deleted
Deleted
Deleted
Deleted

Deleted

Deleted

Section 13

Section 14
Section 15

expenditure tax credit may be applied in a single year

This section changes the amount of carried-forward annual loss
that may be taken as a tax credit from 20 percent to 25 percent
Limits ability to transfer tax credits in legacy fields, extends
deadline for responding to an application for a tax credit, and
places a 50% annual limitation on the use of tax credit
certificates

Conforming changes to the proposed legislation

Conforming changes to the proposed legislation

Clarifies that tax exempt entities cannot apply for transferable
tax certificates:

Conforming changes to the proposed legislation

Conforming changes to the proposed legislation

Conforming changes to the proposed legislation

Conforming changes to the proposed legislation

Conforming changes to the proposed legislation

This section provides that a well must be completed or
abandoned before it is eligible for tax credits and excludes costs
for gross negligence or violations of health, safety and
environmental statutes regulations

This section provides the Commissioner of the Department of
Natural Resources with more oversight/approval authority in
determining the tax credit eligibility of a exploratory well.

This section describes the data submission requirements for an
exploratory credit, changes the requirement for confidentiality
from 10 years to 2 years, creates two certificates from a credit,
one to be used immediately and one not to be used before the
next calendar year

This section clarifies that tax exempt entities are not eligible for
and cannot transfer a tax certificate

Conforming changes to the proposed legislation

Conforming changes to the proposed legislation

Changes the definition of “preexisting well" to wells to exclude
wells drilled within 540 days instead of 150 days.

This section would allow DNR to approve a credit for seismic
shot prior to July 1, 2003

This section establishes the oil and gas tax credit fund and
provides that the fund can be used to purchase tax credit
certificates

Section 13 terminates the transitional investment expenditures
credit effective January 1, 2008 except for explorers that did not
have commercial production prior to January 1, 2008. For those
explorers, they may also claim credits for a portion of their
expenditures incurred after march 31, 2006 and before January
1, 2008.

Section 63 terminates the transitional investment expenditures
credit.

No change

No change
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Section

Section
Section
Section

Section
Section
Section
Section

Section
Section

Section

Section

Section
Section
Section
Section

Section

Section

Section

Section
Section
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Section 16
Section 17
Deleted

Section 18
Deleted

Deleted
Deleted

Deleted

Section 19

Section 20

Section 21
Deleted

Section 22
Section 23
Section 24

Deleted

Section 25
Section 26
Section 27

Section 28
Section 29

Deleted

Section 30
Section 31

Section 32

Section 33

No change

No ohar.n-

Thuf-\ ,iprovides that the amount of tax imposed by this
chaptm must be assessed within six years

No change

This section clarifies how tax calculations are to be made,
consistent with going from a monthly basis to an annual basis
Conforming changes consistent with Section 52

This section clarifies cost allocation between properties and
what may be used to generate loss carry forwards.

This section deals with allocations of costs that a taxpayer
incurs in one lease or property against revenues from another
lease or property.

No change

No change

No change

This section expands the department’s responsibility to adopt
regulations regarding methods of allocating costs on oil and gas
properties to include costs for exploring for, developing and
producing oil deposits or gas deposits

No change

No change

Definitions

Section 24 and 62 include definitions of “producer” and “unit"

In addition Section 62 includes definitions of “nonunitized
reservoir" and “pool”

Previously discussed in Section 13/Section 63 analysis

No change

Section 65 adds AS 43.55.023(i) and AS 43.55.160(c) to the
section repealed in Section 26

Each draft of the proposed legislation provide Applicability
provisions to their proposed legislation

No change

The retroactivity of regulations are generally consistent between
the two pieces of proposed legislation except for those
provisions that have been deleted. E.g., 21/58, 22/60, and 25/64
may apply retroactively to April 1, 2006

This section provides for transition for pending applications
before the Department of Revenue

No change

These sections provide for retroactive effective dates for the
appropriate sections of their respective proposed legislations,
some of which overlap and are consistent, e.g., 21/58, 22/60,
25/64, and 29/68 are to take effect April 1, 2006

This section identifies those portions of the proposed legislation
that takes effect January 1, 2008

No change - regarding immediate effect of the Act

Section 48
Section 49
Section 50

Section 51
Section 52

Section 53
Section 54

Section 55

Section 56

Section 57

Section 58
Section 59

Section 60
Section 61
Section 62

Section 63
Section 64
Section 65
bection 66

Section 67
Section 68

Section 69

Section 70
Section 71

Section 72

Section 73
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.-'L eg intent re statute of limitation
DNR info to DOR
- Same
-Same
DNR- conform
-same
-same
-same
-same
Exempt DOR/DNR auditors
DNR- conform
DOR- Confid. Info release
DOR info to DNR
@ 'TIE credit- 06 to 07 vesting
Refto 6 yr stat of limit.
I "1)11(e) tax rate
I .011(f) 10% legacy floor frqfcHO * (% PiMt)
|| .011(g) 25% rate w/.20 price index
f, .011(h) annual prog. $30 trigger
.011 (j) conforming
.01 1(j) reference new (0) Ct
.011 (k) conforming
/ .0LI(k)-reference new (0) 6 %oil
.01 I(m)-conforming CI lease expenditures
I .011(m) reference new (0)
I .011(0) .225% tax per 1$ over $50
V. 01I(p) ELF ceiling on Middle earth
>"'020(a)- rewrite
[ .020(a) reference new .011 (o)
.020(d) conform
.020(d) reference new .01 I(0)
.020(g) conform, clarify year
.020(g) clarify year rt
.020(h) conform, clarify year
V .020(h) clarify year Qum
t .023(a) 2 >t cap credit use, legacy limit,
exploration data rights
.023(b) 25% loss carry forward, leg. Limit
3(cl) Cap cost credit certif. refannual
statements.
023(d) ref annual statements
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023(i) TIE credit past costs since 3-31-03
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Provision

.023(1) tax exempt entity-no credits
.024(a) conforming .011(0

.024(c) conforming .011(0

.024(e) conforming .011(0

.024(g) conforming .011(0

.025(a) EIC

.025(b) EIC

.025(c) EIC

.025(0 EIC

.025(g) EIC

.025(g) EIC

.025(h) EIC

.025(i) EIC

.025(k) EIC

.025(1) EIC

.028 New O&G tax credit fund
.030(a) Producer Annual report
.030(d) Penalty for no report
.030(e) Non-producer annual report, monthly
reports

.040(5) DOR right to forecast info
.040(6) penalty for no forecast info

.075- six yr stat of limitation

.110 Electronic filing, payments
.160(a) production valuation changes
.160(a)-?? u*tcr*K.

160(b) conforming

.160(e) rewrite carried forward loss

L .160(0 allocation leasehold expenditures
/ *.165(a) QLE are what are “in” not “out”

.165(a)-?? C

.165(b) rewrite factors for determining Lease
Expenditures

.165(e) Excluded lease expenditures- DDR,
Corrosion, COTP

.165(h) cost allocation

.170(a) conform deletion of .165(c) and (d)
.890- Public Disclosure

.900 Definitions (4)

.900 Definitions (2)

Repeal .023(f)

Repeal .165(c) and (d)
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ACES
31
32
33
34
35
36
37
38
39
40
40
41
42
43
44
45
46
47
48

49
49

50
51
52

53
54
55
56

57

58

59
60
61
62

63
64
65

SENCS E

BEEXXXXXXXXXXXXXXXX

=
(o3}

el
RN

X X X X X 2 X

19

~X

2
22
23
24

25

House CS K

BXRXXXXXXXXXXXXXXX

26

27
28

29

X X X X

30

31

32
33
34

35



Provision ACES SENCS E House CS K

Repeal .011(1) X 26 X
Repeal .011(g) (progressivity), .011(h) (trigger X X 36
price), .011( , .160(c)

Uncodified- Applicability (various sections) 66 27 37
(each bill different)

Uncodified- Exempt Auditors, bargaining units 67 28 38
Regs Retroactive |"-lea* 68 29 39
(each bill different) ‘

Application to Pending Applications 69 X X
DNR Regulations 70 30 40
Retroactivity of Provisions 71 31 41
(each bill different)

Provisions Effective 1-1-08 72 32 42
(each bill different)

Provisions effective immediately 73 33 43



fAf!

€



AW

YR

Comparison CSSB 25-GSO0IA\E and SB 2001 5-G014VA

Senate Resource Committee
October 27, 2007

%ﬁ 2000 B 2001 Agmln t[ jon.
J1| Section Change orresponcling BIll Section
T|t|e Reflects omissions from SB2001 (25-GS0014\A) T|t|e - Modified

Deletes references to the issuance of advisory

bulletins, establishing an oil and gas tax credit

fund, and reference to the conservation surcharge

on oil

Sec. 1'12 e Re-numbers sect’s 2-12 of admin bill one %C. 2'13 reSpeCtiny

numeral lower
Sec - None Sec. 2
% 2 . None % 3 |
5C.3 . None e 4
e d . None LD
13¢5 . None .6
| Sec. 6 + None .7
.7 . None .8
Sech . None .9
|59 . Nons % 10
| e, 10 . None Sl E
S 11 . None S 12 )

: . one - 13 . .
0 L " %&MS omittedin
Sec. ].3 * T.LE. credits

Terminates the transitional investment expenditures 63 .

credit effective January 1, 2008 except for explorers Cred|ts repealed
that did not have commercial production prior to

January 1, 2008. For those explorers, they may also

claim credits for a portion of their expenditures

incurred after March 31,2006 and before January 1,

2008.



Comparison CSSB 25-GS0014VE and SB 2001 25-GS0014VA

Senate Resource Committee
October 27, 2007

gjg 142%)% Chance

None
Sec. 1 * None
Sec. 16 . None
Sec. 17 - None
Sec. 18 . None
Sec. 19 . None
Sec. - None
%C- 21  None DRIB.; "kr6"0"y
S 2 . None o
Sec. 23 - None
Sec. 24 . Definitions of “producer” and “unit"

» Section 62 additionally defines “nonunitized
reservoir” and “pool”

SEC. 25 * None

Sec. 26 * Repeals As 43.55.011(/)
» Section 65 also repeals AS 43.55.023(i) and
AS 43.55.160(c)

Sec. 27 . Applicability
Each draft of the proposed legislation provides
Applicability provisions to their proposed
legislation

Sec. 28 . None

%r%gg loﬁgmlgn t?@lgcqion
S
Sec. 47

S 48

.0 omitted in CSSB
5255 omitted in CSSB

S 57 |

%Eec: §§ omitted in CSSB

Sec. 61
%882 partially inclucled in

Sec.63omitted InCSSB~ |
Sec. 64

&85 partially included in |

%586 partially incluced in

Sec. 67



Comparison CSSB 25-GS0014\E and SB 2001 25-GS0014VA
Senate Resource Committee
October 27,2007

CS SB 2001 SB 2001 Administration

Bill Section Change Corresponding Bill Section

Sec. 29 » Transition: Retroactivity of Regulations Sec. 68 partially included in
Retroactivity of regulations are generally CSSB

consistent between the two pieces of
proposed legislation except for those
provisions that have been deleted. E.g.,
21/58, 22/60, and 25/64 may apply
retroactively to April 1, 2006

Sec. 30 * None Sec. 70
Sec. 31 * Retroactivity of certain Provisions Sec. 71 partially included
These sections provide for retroactive effective in CSSB

dates for the appropriate sections of their
respective proposed legislations, some of which
overlap and are consistent, e.g., 21/58, 22/60,
25/64, and 29/68 are to take effect April 1, 2006

Sec. 32 » This section identifies those portions of the Sec. 72 partially included in
proposed legislation that take effect January =~ CSSB
1,2008

Sec. 33 * None regarding immediate effective date Sec. 73 partially included

in CSSB



Comparison CSSB 25-GSO014\E and SB 2001 25-GSO014\A
Senate Resource Committee

October 27, 2007

Bill Section Change Bill Section
25- 25-
GS0014\E GS0014\A
Title The new Title deletes references to the issuance of advisory Title

bulletins, establishing an oil and gas tax credit fund, and
reference to the conservation surcharge on oil

Deleted This section relating to the legislative intent of section 50 has Section 1
been deleted
Section 1 No change Section 2
Section 2 No change Section 3
Section 3 No change Section 4
Section 4 No change Section 5
Section 5 No change Section 6
Section 6 No change Section 7
Section 7 No change Section 8
Section 8 No change Section 9
Section 9 No change Section 10
Section 10 No change Section 11
Section 11 No change Section 12
Section 12 No change Section 13
Deleted This section makes reference to the new proposed AS Section 14

43.55.075 that changes the deadline for a tax to be assessed
from 3 years to six years.

Deleted This section changes the tax from one calculated on a monthly Section 15
basis to one calculated on an annual basis

Deleted This section creates a tax floor of 10% of the total gross value at Section 16
thervint of production

Deleted This section establishes a production tax of 25% plus 0.2% Section 17
times the progressivity price index

Deleted This section amends the calculation from a monthly to a Section 18

calendar year calculation and changes the starting net value of
progressivity from $40 to $30

Deleted Conforming changes to the proposed legislation Section 19
Deleted Conforming changes to the proposed legislation Section 20
Deleted This section clarifies what a producer could claim in excess Section 21

credits from Cook Inlet against taxes on leases or properties
elsewhere in the state.
Deleted This section reconciles the monthly installment tax calculations Section 22
to be consistent with the above sections and clarifies some of
the ambiguities in the existing legislation concerning Cook Inlet
ceilings and credits.

Deleted Conforming changes to the proposed legislation Section 23
Deleted Reference changes and clarifies annual due date Section 24
Deleted Reference changes and clarifies annual due date Section 25

Deleted This section stipulates that no more than half of a capital Section 26



Deleted

Deleted

Deleted
Deleted
Deleted

Deleted
Deleted
Deleted
Deleted

Deleted
Deleted

Deleted

Deleted

Deleted
Deleted
Deleted
Deleted
Deleted

Deleted

Section 13

Comparison CSSB 25-GSO0014\E and SB 2001 25-GSO014\A
Senate Resource Committee

October 27, 2007

expenditure tax credit may be applied in a single year

This section changes the amount of carried-forward annual loss
that may be taken as a tax credit from 20 percent to 25 percent
Limits ability to transfer tax credits in legacy fields, extends
deadline for responding to an application for a tax credit, and
places a 50% annual limitation on the use of tax credit
certificates

Conforming changes to the proposed legislation

Conforming changes to the proposed legislation

Clarifies that tax exempt entities cannot apply for transferable
tax certificates

Conforming changes to the proposed legislation

Conforming changes to the proposed legislation

Conforming changes to the proposed legislation

Conforming changes to the proposed legislation

Conforming changes to the proposed legislation

This section provides that a well mLSt be completed or
abandoned before it is eligible for tax credits and excludes costs
for gross negligence or violations of health, safety and
environmental statutes regulations

This section provides the Commissioner of the Department of
Natural Resources with more oversight/approval authority in
determining the tax credit eligibility of a exploratory well.

This section describes the data submission requirements for an
exploratory credit, changes the requirement for confidentiality
from 10 years to 2 years, creates two certificates from a credit,
one to be used immediately and one not to be used before the
next calendar year

This section clarifies that tax exempt entities are not eligible for
and cannot transfer a tax certificate

Conforming changes to the proposed legislation

Conforming changes to the proposed legislation

Changes the definition of “preexisting well" to wells to exclude
wells drilled within 540 days instead of 150 days.

This section would allow DNR to approve a credit for seismic
shot prior to July 1, 2003

This section establishes the oil and gas tax credit fund and
provides that the fund can be used to purchase tax credit
certificates

Section 13 terminates the transitional investment expenditures
credit effective January 1, 2008 except for explorers that did not
have commercial production prior to January 1, 2008. For those
explorers, they may also claim credits for a portion of their
expenditures incurred after march 31, 2006 and before January
1, 2008.
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Section
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Deleted
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Deleted
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Deleted
Section
Section

Section

Section
Section
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Comparison CSSB 25-GS0014\E and SB 2001 25-GSO0014\A
Senate Resource Committee

October 27, 2007

Section 63 terminates the transitional investment expenditures
credit.

No change

No change

No change

No change

This section provides that the amount of tax imposed by this
chapter must be assessed within six years

No change

This section clarifies how tax calculations are to be made,
consistent with going from a monthly basis to an annual basis
Conforming changes consistent with Section 52

This section clarifies cost allocation between properties and
what may be used to generate loss carry forwards.

This section deals with allocations of costs that a taxpayer
incurs in one lease or property against revenues from another
lease or property.

No change

No change

No change

This section expands the department's responsibility to adopt
regulations regarding methods of allocating costs on oil and gas
properties to include costs for exploring for, developing and
producing oil deposits or gas deposits

No change

No change

Definitions

Section 24 and 62 include definitions of “producer” and “unit”

In addition Section 62 includes definitions of “nonunitized
reservoir" and “pool”

Previously discussed in Section 13/Section 63 analysis

No change

Section 65 adds AS 43.55.023(i) and AS 43.55.160(c) to the
section repealed in Section 26

Each draft of the proposed legislation provide Applicability
provisions to their proposed legislation

No change

The retroactivity of regulations are generally consistent between
the two pieces of proposed legislation except for those
provisions that have been deleted. E.g., 21/58, 22/60, and 25/64
may apply retroactively to April 1, 2006

This section provides for transition for pending applications
before the Department of Revenue
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Section 30
Section 31

Section 32

Section 33

Comparison CSSB 25-GSO014\E and SB 2001 25-GS0014VA
Senate Resource Committee
October 27, 2007

No change

These sections provide for retroactive effective dates for the
appropriate sections of their respective proposed legislations,
some of which overlap and are consistent, e.g., 21/58, 22/60,
25/64, and 29/68 are to take effect April 1, 2006

This section identifies those portions of the proposed legislation
that takes effect January 1, 2008

No change - regarding immediate effect of the Act

Section 70
Section 71

Section 72

Section 73



