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'A C E S  BIN V a ra lo n  C o m p ar iso n s  (comparison between House and Senate versions) UpdMd NsvsnSar IS. aOOT

J | ------------------------ ----------------- CS H ew s f a l a m  m  a * .............  9 U c » M m m W  ................. —  W

■
p w j M  A  f t * *

SENATE SECTION NUMBERS ARE NOT UPDATED

Intent, Saving*

’. . - j  .y r 1""'-: ■,
'  ■

DNR-DOR 
information Sharing

Sec 2 Amends AS 38.05 035(a) Adds authority for DNR to share oil & gas info with DOR CSSec 2 SAME AS HOUSE

Conforming
Amendment*

Secs 3-9 Conforming technical amendments CS Sues 3-9 SAME AS HOUSE

Auditor* CS Sec. 10 Amends AS 39.25 110 Adds oil and gas audit masters employed in a professional 
capacity by DOR & DNR to the exempt service.

CSSec 10. SAME AS HOUSE
-  In separate sections, both House and Senate limit the number of audit masters to four for 
DOR and two for DNR

Conforming
Amendment*

CS Sec. 11. Amends AS 41.09.010(d). Conforming technical amendments. CS Sec 11 SAME AS HOUSE

Energy Assistance C S h e e l t A m m r n m M l » W ? M >■ .  ,£
Information
Disclosure

DOR-DNR 
mtormatlon Sharing

CS Sec 13. Amends AS 43 05.230(h). Adds authority for DOR to share production tax info with 
DNR

CS Sec 13 SAME AS HOUSE

Assessments
Statute of Limitations

CS Sec. 14 Amends AS 43 05 260(a). Creates an exemption to allow DOR to conduct production 
tax assessments beyond three years after a return is filed 
-  In separate section. DOR is given six years to conduct the assessments.

CSSec 14 SAME AS HOUSE

Tax Rate CSSec. 15. 29% tax rate 
■h e lv e  1/1/2009

CS Sec. IS. SM C AN HOUSt W t MR «de 
CHAHQC PHOMHOUSE: Rekeedhe te 7/KRH7

Tax Floor CSSec 16. Amends AS 43.55.011(f). Retains current tax floor, exempts pnvate royalty interests 
AS 43 55.011(i)) and gas used instate from the floor.

CS Sec. 16 SAME AS HOUSE (with slight wording changes).

Progressivity 
*5 43.55.011(g) & (h)

CSSec. 17 an* 10. Raped* Sieanecd AS 41*1011(9! ■«*(*)■ A e p e e e M y iiM g g M ld t tO C8 Sec 17. CH0NNC «W «*W O U *t

■O J D  net mtm, d a ted  d  h a w i  dieepee 0 db , aapperiatlWi K P i j j p M * . 
e h ( K A d h i $ * » w h h *  —  T
h d  u *o> n  h  7/K2B07

PIH 1BNIB HI N 1H  ■  9 000̂ 0̂1 1 Wi 0 ■  0 R0 ̂0h0 i 0® Pf |p O 1 I  ■  ê ^Nl 0 e ® h
h r •  mom* .
BhaPaa 1/1/200*

Cook Inlet 
Conforming 

Amendments

CS Sec. 19. Amends AS 4S 43.55.011(j) (Cook Inlet tax ceiling). Conforming technical amendment; 
deletes reference to AS 43.55 011(g) (progressivity) because reference is no longer applicable

CS Sec. 18. SAME AS HOUSE
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'A C E S  B ill V e rs io n  C om p ar iso n s  (comparison between House and Senate versions)

•Mblert CS House M l  2M1 (FIN) am SCS CS House BW 2001 (FIN) am

Cook Inlet 
Conforming 

Amendments

CSSec 20 Amends AS 43 55 011'k) (Cook Inlet tax ceiling) Conforming technical amerun.snt; 
deletes reference to AS 43 55 011(g) (progressivity) because reference is no longer applicable

CSSec 19 SAME AS HOUSE

Cook Inlet Tax 
Credits

C SSec 21. Amends AS 4386.011{m) (appkeaion of tax credits to Cook Net gas). Conforming 
Moknlcil amendment dalalas roNmnoa to AS 43.66.011(g) (prograaaMfy) because reference is no 
tongar eppdesbte.

CS Sac. 20. CHANGE FROM HOUSE ~J ' " ' C . 
Repeals A reenacts AS 43.66.011(m). Replaces currant mngcgseitOi Ota leaukeaHRrSM ' 
DOR establish by regulation a method for apptaatian of Cook bdst las credBa.

Sas Used Instate

(j

CSSec 22 Adds nawsubaactlon AS 4155.011(0). Extends Cook Net tax oeUings in 011(jX2) to 
gas iaad metals.

CS Sac. SAME AS HOUSE 
-conforming changes made throughout Ml

Tax Payment

11

CSSec 23 NagaslsArssnaolsAS43J6.(bo(a). Conforming amendments to make inetaSmant 
payment caiculeicni consistent mAh ohengee to the production tax.

CSSec. 21 CHANGE FROM HOUSE

consistsnt with changes to the production tax in the Senate version.

Tax Payment

I*

CS Sec 24 Amends AS 43 55 020(g) (interest on unpaid installment payments) Conforming 
technical amendment

CS Sec 22 SAME AS HOUSE

Tax Payment CS Sec 2b Amends AS 43 55 020(h) (interest on overpayment of installment paymentsl 
Conforming technical amendment

CSSec 2J SAME AS HOUSE

Capital Expenditure 
(Cap Ex) Tax Credits

NOT M  HOUSE VERSION CSSec. 24. CHANGE FROM HOUSE
Amands AS 43.86.023(a). 20% tax credit for quaMad capital expendbutea (same aectasmt 
law); spreads use of tax credits over two years: moves and adds to info requbemeMe; reqMns 
submission of Information that Is requited under AS 43.86.025(f)(2).

Cap Ex Tax Credits 
Carried-forward 

Annual Loss

CS Sec 26 Amends AS 43 55.023(b) Matches camed-forward annual loss to production tax rate 
of 25%

CS Sec 25 SAME AS HOUSE

Cap Ex Tax Credits 
; Transferor Credits

NOT M  HOUSE VERSION CSSec 28. CHANGE FROM HOUSE
Amends AS 43.56.023(d) (transferable tax credti certMoatse). Adds option to nifslnsapb 
Mwnint unbar the new oH and oaa tax cradit fund and iM f i lh n a io r f lM M ilM ia fc in l lMjre j  - 1 ̂ s i n  m  as ̂ s  ■ ^ sw  mm nr i^am  sa n  ere r im  me ^^e mm rran m  ^sx^e a m  egt^mt^w m

reporting requirements; spreads use of tax Grsdtoouar two tmme.

Cap Ex Tax Credits 
Transfer of Credits

NOT M  HOUSE VERSION CSSec. 27. CHANGE FROM HOUSE
Amends AS 43.66.023(a) (transfer of tax credita). Conforming tacbrticN amendment

Cap Ex Tax Credits 
Purchase

NOT M  HOUSE VERSION CSSec. . CHANGE FROM HOUSE
Amends AS 43.55.023(g). Adds language lo reflect DOR autfwrXy to purchase lax orodM 
granted under new oil and gas tax credit fund.
-  Language in original Ml.

Cap Ex Tax Credits 
TIE Credits

CSSec 27 Amends AS 43 55 023(i) Limits transitional investment credits to In* payers that did 
not have commercial production before January 1. 2008. and to 1/10 of qualified capital expenditures 
ncuned after March 31. 2006 and before January 1. 2008

CS Sec SAME AS HOUSE

 ̂ Cap Ex Tax Credits 
| "ax Exempt Entities

CS Sec 28. Amends AS 43.56.023. Adds subsection (/). Exempt* Alaska Rsdmmenl 
LlansoamsTt Board from Kmtiationt under AS 43.56 023(a) rsaardino transferable tax credits.

CSSec. 29. CHANGE FROM HOUSE
Amends AS 43.55.023. Adds subsection (1). Makes dear a tax exempt antity may not oMabt a 
transfers bis tax credit (language in original bd).
DELETES House language

Mid-Alaska Tax 
Credits

1

NOT N  HOUSE VERSION CS Sacs. 30-33. CHANGE FROM HOUSE
Amends AS 43.56.024 (smal producer tax ctedti for production outside Cook Mat and Nerih 
>jope). Subsection (•): technics! correction; (c). (e), (9): confonninfl technicel emendments. 
-  unguege in oriQtne) bffl.
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A C E S  BIN V e rs io n  C o m p a r iso n s  (comparison between House and Senate versions) Updated November 15.2007

r  m * * CS Houas M  SM I (FBf) am SCS CS Houaa BIN 8M1 (PM) am

Exploration Tax 
Credits

CS Sec 29 Amends AS 43 55 025(a). Raises the 20% exploration tax credit to 30%; and makes 
the existing 2016 sunset of the tax program uniformly applied

CS Sec 34 SAME AS HOUSE

Exploration Tax 
Credits

C* See. 30. Amanda ]lS 43.61088(b). Apptoa»mMimfcnqnpan<Bimsinow»Bd far work 
pKam tX  aMr n o ia o o t; meandaMjMdylo MBnbRn < M i drtfcd adhbi 040days. requires 
toMan uptoiMtonwM be oiiaptatad.mtoiwdilariUiidiwi8toiq a i%  tore tax credo: dtaadamc
lax credlta lor apaoBed costa.

CS Sac. 36 CHANGE FROM fJBOG! . . , 
Amanda AS 43J&029(b). Hu m tanguaga aanipf Mdbm to urtorebna 
parformad aftor 12f31/M07.

Exploration Tax 
Credits

CS Sac. 31. Repeal* *  manacM AS *$.S&Xa6(c). Provtd*a a Bearer didn»on tor nawaptanion 
oMcodna* and requbac DNR awBuMnw; a>owa DNR to mquaaf apaodtad Intormabon.

CSSac. 36. CHANGE FROM HlSuSE

Exploration Tax 
Credits

C8 Sac. 32 Amand* AS 4366.026(f) Rtqulrea tubmtaHan of kdormMton tia 0NR MmmHtBonar 
■not rwoMMfy; mini wm ora conwnrany u> 44 monew; gnra urwi commraiooer oncmon 10

ed Bammm m̂aaad*iw nw n  oofwxMWwy cr bvuiiinhmi* provoBv wr vwwwwpnjf 01 qw i nqw w i r w  pw iM  vno, 
preutdas oorBdinbaHy for 30 day* far cdamlc dala: if* rtNi pubic mredaMdy of baaicctadk info

CS Sac. 37. CHANGE FROM HOUSE
Amanda AS 43.65.026(f). Houas languaga axoapt txpanda daacrtpbon of MbmkMton.RMBSd 
tobasubmdtod. / ..*£(•. :

; *  ‘ i  4  ■ t
Exploration Tax 

Credits
NOT M  HOUSE VERSION CS Sac. 38. CHANGE FROM HOUSE..... ............ .. ’  ' " " "  "

Amanda AS 43J6j036(g). Ctartftaaa tax-axamptarddy may twt tranafaracreddcaBEbBA 
-Language In original M l . ”r>  '< •

Exploration Tax 
Credits

N o t *  HOUSE VERSION CSSac. 30. CHANGE FROM HOUSE
Amands AS 43.65.029(b). Conforming technical changa.

Exploration Tax 
Credits

CS Sec. 33. Repeals & reenacts AS 43.55.025(i) Prohibits application of tax credit to reduce lax 
liability below zero, allows carry forward of lax credits

CS Sec 40 SAME AS HOUSE

Exploration Tax 
Credits

CS Sec. 34 Amends AS 43.55 025(k). Defines "preexisting well.' CS Sec 41 SAME AS HOUSE

Exploration Tax 
Cradlts

CS Sec. 36. Amanda AS 43.55.025. Addc a near 1 u> melton (I). Provtdaa for a new ftve percont tax 
u w i  w  9 1 19V96 r a  mm ww\ ( w v m m  *  if r a n  v  
Adda naw subaaebon (m) retabng to ARMS Nx oredd refunds.

CSSec. 42. CHANGE FROM HOUSE
Amanda AS 43.66026. Houaa languaga m apf datotoc naw nBacninn (m), '  ^  ’

' • "  "i
Oil & Gas Tax 
Credit Fund

NOT M  HOUSE VERSION CSSac. . CHANGE FROM HOUSE
Adda AS 43.65.028. CreatoaanodandgMtoxcraddbmd fcndeddyanappreprtBtoaafa 
parcantaga of production tax revenues.
-  In a separata aacbon, repeals AS 43.86.023(f) (M to  caab refund* by bit state to OEOO&OOC
for tax credits laauad to amad produoare).
-  Language waa in original bid

Reporting
Requirements

CSSec 36 Amends AS 43 55 030(a) Makes clear every taxpayer must file an annual return, 
expands info requ'"ments

CS Sec 43 SAME AS HOUSE

Reporting
Requirements

Penalties

CS Sec 37 Amends AS 43 55.030(d). Adds late filing penalty of $1.000/day CS Sec 44 SAME AS HOUSE

Reporting
Requirement

CS Sec 38 Amends AS 43 55 030 Adds new subsections, (e) requires annual expenditure 
statement: and (f) authonzes DOR to require monthly filing of info

CS Sec 45 SAME AS HOUSE

Reporting 
Requirements and 

Panaltiea

CS Sac. 30. Amanda AS 43.66.040. CtorMaa DOR has author*? to require Mng of reports 
naoessary to forecaNatatorevanuetapdtadddional 81.000 par day panadyaftar DOR provides 
noboa of falure to Ms; atoo adds dial Intorast accruaa to tot panady.

CSSac. 46. CHANGE FROM HOUSE
Amsndt AS 43.56.040. SamaaaHouaattcaptaddsarequiramanttoraproduoarflfaeiBBaR 
100.000 barrels a day to report Alaska ol aid gaa gross value and daducMe toaaa ■ 
IXpBncMufM.

Distributed by Department of Revenue Page 3 of 5



CSSec 47 SAME AS HOUSECSSec 41 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

O  free. 42. B 5 W T 5 B H  A4ianew r,^ae*lBai(e)kihgp l M liP»ba60 *lomguB» 5f3sae.4k M 0N C iilW b tiH 6uU E  
dMbcnto Hinge M4payiMi4B;(g)gpHfrBB PO* au ta fty ip lBBMB ■ * * ■ » »  btHatme; BP4(b)e48e MnenieAS 43.66.110. »6 M « l l«l iM  f i f t t H 
■Mmrtlpnir Iw h iiq i: Hw> of >1.000.000 Gompen— Men or 10% of a88M— I tm m  W *tritt |M0.000(or1O%ol a4«»omt bppW  BfeifB4).

CS Sec 43 Amenas AS 43 55.150(a) and (b) Provides for DOR to determine reasonable costs of 
transportation: limits tanffs treated as pnma facie reasonable to those adjudicated just and 
reasonable

C8 Bee. 44. Amende AS 63.66.160(e). Piwfdee aeparBtaoafaieliM Jtm atM value fp  gee uaed" CSSac. 80. CHAMatPhOMNOUSE ~
M i l l  M d  Qfiefcmi to oHengM le V tip fl8 W lM y  ilUL OM M awO^fcOGuM ott iapui04 ta lN O  AS 4306.00(1). 8 M M M P 0 ^ tn iW 4 w lH 8 O |4

xp iMhQHMNUOKMHOHrteiXM jaiMt,i iw .*r

CSSac 90. CHANGE FHObl HOUSE
Amende AS 43J0.160C). Undp(e)f2). — raw ONudlon of m l N O *  8*0 le f » « t |>0 W a r  
m i emH d M  leeeae: (tifl) cMeeeed le oriolnat ( ■  Ibmum* to dhalap enele BwmpM h r •
VioMkSM fll iMf. fif flMfeWi ftft OBflloftf Will iM IIl MMfti nr hMaor /fV12l

^iwdlnQ (9)(19) M u  MM
n * n t  Ho i t  m*mmrw% m*m y 30m  tn itM fc r f  MIM * M id

 *-«* - - «  - ^  .  - -  -  -a -  - ^ - i -    x -  * -* « - — n. -------------  ■* .
punc n tn o tm  w v tm w q  w o  p m  Mvocpoy. <•
-  ( •* •)  and (M19) fU m t f t t  IP * *  1. 2006.

CSSec. 48. Amends AS 43.56.166(e) (nor^educflNe leese expend»ureeX Chengedlolndyditfie 
UDw hnedudidoodi; (eH6) deducdens far meeir end feeleoemenl oodi f i e  ertee t e e  e M n d  
neadBenoe end vtolatione of lew. including the Clear Wafer Act (eX1B) ooefe lo eonebuct, aegutp 
or eoeiap a fePwy or lopping plent (eX20) lobbying. puWk mlellene. piPle lePHene edvertlileg. 
pfe "»** " advocacy f t l f i i l  for infernal banaadkMa. feMOMr mubI ahow em  ooefe de net eaeeedM i IV  p P P ^ P r  ^ P n l A ^ P r ^ i  r a j  p p  a ^ ^ p r ^ m  P ^ a ^ ^ ^ n p n p ^ P i ^ary m ^^^p  i ^p  * p p

^As'S^MMBaicjandCd) repeeled In eepenM eacBon (edwiad OOWIo eubPfcde ca e fe -ta fe  
Mteftde or actuaiv Mtod UvduoIi unM ooeredra ecseemsnts In oieoe of leoMloflS enedMl yMno diep p b m h p  i p  p w i p p p  w ip ^ n  i ^^^ p b ^ p  ay u p  p  r i p  e^^a a s  p ^p

■ A C C S  B in V e rs io n  C om p ar iso n s  (comparison between House and Senate versions) Up dead November 18,2007

T p  Understatement 
Penalty

ment Statute 
of Limitations

Prohibition on Tax 
Credits

Electronic Filing 
Advisory Bulletins 
Whistle-blowers

t

CSHeMeMSgirM|Mi

m m r w . * s m r s B f i s * s m . ' m w r n m m a *—
cnpMP8 oertein)iPgminp erenet settsSed. '•  A  >. ■'**

SCO CS H a u eeM  M SI (FSSam

m w i

| Transportation Costs

Tax Determination

CS Sec 49 SAME AS HOUSE

I Tax Datarmlnatton
it
{ Tax Datarmlnatton

i . aeaa Expanditurea CSSec. 46 Repeals & reenacts AS 43.55.165(a). Describes deductiple lease expenditures: 
requires that costs must be incurred in the state: requires that deductible lease expenditures be 
affirmatively allowed through regulation: allows overhead expenses

CS Sec 53 SAME AS HOUSE

_*a*a Expanditurea CSSec 47 Amends AS 43 55.165(b) Provides standards DOR may consider for determining 
lease expenditures: deletes overhead expenses (moved to 165(a))

CS Sec 54 SAME AS HOUSE

Expanditurea

i Expanditurea CS Sec. 49 Amends AS 43.55.165(h) Conforming amendments to be consistent with tax 
provisions relating to gas used instate and other changes

CS Sec SAME AS HOUSE

CS Sec SAME AS HOUSE with 2010 sunset and technical changes

CS Sec SAME AS HOUSE

Dstdbuted by Department of Revenue Page 4 of 5

CS Sec 50 Adds 43.55.165(k) and (f). Adds a standard deduction for operating costs on legacy 
fields. (House floor amendment also added AS 43.55.180(b) that required a report in 2010 but 
missing from bill).

taae Expenditure 
Adjustments

CSSec 51 Amends AS 43 55 170(a) Conforming amendment necessitated by repeal of AS 
43.55.165(c) and (d)

rmdard Deduction



CSSec 58. SAME AS HOUSE

E B T E m o a n r o a E — ■ "
Mm n MABASJSJOO. D a h ta lta a iM M ta a fc r l

Repeals and Applicability

Transition Payment 
of Tax

Tranaltion 
Retroactivity of 

Regulations

‘ A C C S  B M  V e rs io n  C o m p ar iso n s  (comparison between Houaa and Senate rations) Updated November 1B, 2007

CS Hasmahi M f  f*M) am •C «  CS Hmaa m  M SI (FW) am

Information 
Dtacloauro

Applicability to 
Municipal Entitlat

CS Sec. 52. Amends AS 43.55. Adds new section AS 43.55.890: makes dear DOR may publish 
production tax info that is aggregated among at least three taxpayers.

Definitions

Conforming Sections | Repeals and Applicability
• of note, repealed report due in 2011 (not in Senate version)

aaaMplautMmaaMralitourlM S t e M  SAIyKMHtXjSemaarMng wa^mafawMliiiaaiMtr
CSSac. 64. CHAN0C PMOM HOUSE: m g ln aH w ea* ---------------

■ M » BHam m a6iaaM«<RBae»a l aa<H— awaamwat

Auditors Intent

w w a w r iB BBg— -   — i--------------- h tfe td . a w  i. a u '.W M — .i,
^una30,900TanSfeafMaSaoi«aS|MiJuna 30.2007 anSMam i

wsxnmmm
^ ^ ^ ^ ^ ^ ^ b y bothOOW aaiDHMM ba agplsd

Transition
Regulations

CS Sec. 58. Authorizes DNR and DOR to proceed with adopting regulations. CSSec 63. SAME AS HOUSE

Wfassa^ ^ . ,
. . -.  - ■ ‘ i--r ■ . : ■ ;
— =•— - — — ■— =- ---------:— - ' -- j ty ) i ^

Retroactivlty

Revisor's
Instructions

Effective Dates

mm . ‘ • - . '̂ .-7
___________  *• -.3.V ~.:.v4K*SATffA»

Effective Dates En !t!l7i7RM BM % toaM taiSiinZiEakiM S3r

. .  • ■ . • : ”  ' i
f i i t a a W .  Amended T^omWtanguaastHiaaa^  at  iamrnry 1,600^ ^  f p S
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To Be Published Today
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SENATE CS FOR CS FOR HOUSE BILL NO. 2001 (FIN)

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FIFTH LEGISLATURE - SECOND SPECIAL SESSION

BY THE SENATE FINANCE COMMITTEE

Offered:
Referred:

Sponior(s): HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

A  BILL 

FOR AN ACT ENTITLED 

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

oil; 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; relating to state oil and gas audit masters; relating to oil and 

gas auditors and certain oil and gas auditor supervisors; making conforming 

amendments; and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The uncodified law of the State of Alaska is amended by adding a new section 

to read:

LEGISLATIVE INTENT, (a) It is the intent of the legislature that AS 43.55.075(b), 

enacted by sec. 47 of this Act, confirm by clarification the long-standing interpretation of 

AS 43.05.260 by the Department of Revenue relating to limitation of assessments for the

-1 - S C S  C S H B  2 0 0 1 (F IN )
New T e x t  U n d e r l i n e d  [DELETED TEXT BRACKETED]



1

2

3

4

5

6

7

8 

9

10

11

12

13

14

15

16

17

18

19

20 

21 

22

23

24

25

26

27

28

29

30

31

X i ] ' <*. v  :# *• r j*

2 5 -G H 0 0 1 4 \F

production tax on oil and gas and conservation surcharges on oil.

(b) It is the intent of the legislature that the amount of money received by the state as 

a result of the retroactivity of certain provisions under sec. 68 of this Act that exceeds the 

amount of money the state would have received if those provisions had not taken effect until 

January 1,2008, 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:

(!) 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;

(4) the development and implementation of a long-range fiscal plan for the

state; and

(5) for statewide energy needs of Alaskans to assist with rising energy costs.

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

(a) The director shall

(1) have general charge and supervision of the division and may 

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

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;

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

belonging to the state and under the jurisdiction of tne division;

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

commissioner;

S ~ S  C S H B  2 0 0 1 (F IN ) -2-
New T e x t  U n d e r l i n e d  [DELETED TEXT BRACKETED]
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(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 rendered;

(6) under the conditions and limitations imposed by law and the 

commissioner, issue deeds, leasesa or other conveyances disposing of available land, 

resources, propertya 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 enda 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 of 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 the 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 

similar items;

(E) applications for rights-of-way or easements;

(F) requests for information or applications by public agencies
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for land that [WHICH] 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) [(H)] 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;

(12) on request furnish records, files, and other information

related to the administration of AS 38.05.180 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 required to be kept confidential 

under (8) of this subsection: in the case of records, files, or other information 

required to be kept confidential under (8) 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 (8) 

of this subsection

[(13) REPEALED

(14) REPEALED].

* Sec. 3. AS 38.05.0361>) is amended to read:

(b) The Department of Revenue may obtain from the department information 

relati lg to royalty and net profits payments and to exploration incentive credits under
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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 departmc i or by AS 38.05.035fa)(8) 

[AS 38.05.035(̂ )(9)], AS 41.09.010(d), or AS 43.05.230.

* Sec. 4. A S 38.05.036(f) is amended to read:

(0 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 

with the department or by AS 38.05.035(a)(8) [AS 38.05.035(a)(9)] or 

AS 41.09.010(d) to be kept confidential.

* Sec. 5. AS 38.05.036(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 

agreement with the department or by AS 38.05.035(aH8) [AS 38.05.035(a)(9)] or 

AS 41.09.010(d).

* Sec. 6. AS 38.05.123(f) is amended to read:

(f) 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 will 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 38.05.035(a)(8) [AS 38.05.035(aX9)].

* 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. The commissioner 

shall keep confidential information described in AS 38.05.035faM8) 

[AS 38.05.035(a)(9)] that is voluntarily provided if the prospective licensee has made 

a written request that the information remain confidential.

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

-5 - S C S  C S H B  2 0 0 1 (F IN )
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(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 baiTel 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;

(4) may not grant a royalty reduction for a field or pool

(A) under (1)(A) of this subsection if the royalty modification 

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;

C S H B  2 0 0 1 (F IN ) -6-
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(B) under (1 KB) or (1)(C) of this subsection if 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 38.05.035fa)(8) 

[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 

the 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 are engaged under contract to evaluate the 

royalty reduction, if they sign an appropriate confidentiality agreement;

(7) may

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

royalty reduction under (1XA) of this subsection to pay for the services of an 

independent contractor, selected by the lessee or lessees from a list of
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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 $150,000 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 of 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 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 of an 

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

the lessee or lessees may not exceed $150,000 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;

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

on the royalty reduction application, give reasonable public notice of 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;

(9) 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 after 

giving public notice under (8) of this subsection, to provide the committee a review of 

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
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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, if any;

(11) shall, within 30 days after 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 to 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

(E) 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 38.05.134(3) or (t) of this 

section in the commissioner's determination under this subsection.

* Sec. 9. 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 bv AS 38.05.035(a)fll) IAS 38.05.035(a)(12)].

* 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 by 

the Department of Revenue and the Department of Natural Resources to collect oil
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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(aH8)(Cl [AS 38.05.035(a)(9XC)] 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 state in evaluating or developing its land.

* Sec. 12. AS 43.05.230(a) is amended to read:

(a) It is unlawful for a current or former officer, employee, or agent of the 

state to divulge the amount of income or the particulars set out or disclosed in a report 

or return made under this title, except

(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 tlic 

Department of Natural Resources;

(4) as provided in AS 43.05.405 - 43.05.499; and

(5) as otherwise provided in this section or AS 43.55.890.

* Sec. 13. AS 43.05.230(h) is amended to read:

(h) The commissioner shall, upon request, furnish to the Department of
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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 v as 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.

* Sec. 15. AS 43.55.011(e) 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 (f), 0)* and (k) of 

this section, the tax is equal to the sum, over all the months of the calendar year, of 

the production tax value for the month of the taxable oil and gas as calculated under 

AS 43.55.160 multiplied by the tax rate for the month determined under (g) of this 

section.

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

(f) The levy of tax under this section for [ON A  PRODUCER OF] oil and gas 

produced north of 68 degrees North latitude, other than oil and gas production 

subject to (i) of this section, may not be less than

(1) four 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 more than $25;

(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

-11-
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West Coast during the calendar year for which the tax is due is over S20 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 

West Coast during the calendar year for which the tax is due is over $17.50 but not 

over $20;

(4) one 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 $15 but not o/er 

$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 tax value of oil and gas 

under (e) of this section for each month of the calendar year in which the tax is levied 

is 25 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 $90, 0.4 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) $90, the sum of 24 percent and the product of 0.1 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 $90, except that the sum determined under this paragraph may not exceed 

50 percent.

* Sec. 18. AS 43.55.01 l(j) is amended to read:

(j) For 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

(1) for a lease or property that first commenced commercial
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production of gas before April 1, 2006, the product obtained by multiplying (A) the 

amount of triable 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 dividing the total gross value at 

the point of production of 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;

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

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, 

times (B) the average rate of tax that was imposed under this chapter for [ON] 

taxable gas 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 gas delivered in the Cook Inlet area for the 12-month period ending 

March 31, 2006, as determined by the department under AS 43.55.020(f)- 

* Sec. 19. AS 43.55.01 l(k) is amended to read:

(k) For a calendar year before 2022, the [TOTAL] tax levied by (e) [AND

(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 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 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-month period ending on March 31, 2006, by the total amount of that oil;

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

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]
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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:

(m) Notwithstanding any contrary provision of AS 38.05.180(i), 

AS 41.09.010, AS 43.55.024, or 43.55.025, the department shall provide by 

regulation a method to ensure that for a calendar year for which a producer's tax 

liability is limited by AS 43.55.01 l(j) or (k), tax credits otherwise available under 

AS 38.05.180(i), AS 41.09.010, AS 43.55.024, or 43.55.025 and allocated to oil or 

gas subject to the limitations in AS 43.55.01 l(j) and (k) are accounted for as though 

the credits had been applied first against a tax liability calculated without regard to 

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 of gas or 

AS 43.55.01 l(k) for the production of oil. The regulation must provide for a 

reasonable method to allocate tax credits to oil or gas subject to AS 43.55.01 l(j) and 

(k). Only the amount of a tax credit remaining after the accounting provided for under 

this subsection may be 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 43.55.01 l(j) or (k) to the extent otherwise allowed.

* Sec. 21. 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:

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

AS 43.55.011(e), net of any tax credits applied as allowed by law, is due for each 

month of the calendar year on the last day of the 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) for the 

calendar year, but the amount of the installment payment may not be less than zero:

(A) for oil and gas produced from leases or properties in the
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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) the total tax rate for the month determined in 

AS 43.55.011(g) multiplied by 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(f), the greatest of

(i) zero;

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

percent, or four percent, as applicable, of the gross value at the point of 

production of the oil and gas produced from all leases or properties 

during the month for which the installment payment is calculated; or

(iii) the total tax rate for the month determined in 

AS 43.55.011(g) multiplied by 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 gross value 

at the point of 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 ind gas produced from each lease or property 

subject to AS 43.55.01 l(j) or (k), the greater of

(i) zero; or

(ii) the total tax rate for the month determined in 

AS 43.55.011(g) multiplied by the remainder obtained by subtracting
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V I2 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 43.55.011 (k)( 1) 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 (kX 1)(A) or (2XA), 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 43.55.011 (i), multiplied by the gross value at the point of production of 

the oil taxable under AS 43.55.011 (i) and produced from the lease or property 

during the month; and

(B) tin 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 43.55.011 (i) and produced from the lease or property 

during the month;

(4) any amount of tax levied by AS 43.55 011(e) or (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.
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* 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 00(1) - (31 [(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.

* Sec. 23. AS 43.55.020(h) is amended to read:

(h) Notwithstanding any contrary provision of AS 43.05.280,

(!) an overpayment of an installment payment required under (a)(1) -

(3) [(a)(1) - (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 or the date the overpayment is 

made, until the earlier of

(A) the date it is refunded or is applied to an underpayment]; [,]

or

(B) [THE] March 31 following the calendar year of

production [DESCRIBED »N AS 43.55.030(a)];

(2) except as provided under (1) of this subsection, interest with I 

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 year of production [DESCRIBED 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 date 

that is 90 days after the later of [THE] March 31 following the calendar year of 

production [DESCRIBED IN AS 43.55.030(a)] or the date that the statement

-17-
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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 38.05.180(i), AS 41.09.010, AS 43.20.043, or AS 43.55.025, a producer or 

explorer that incurs a qualified capital expenditure may also elect to apply [TAKE] a 

tax credit against a tax levied by [DUE UNDER] AS 43.55.011(e) in the amount of 

20 percent of that expenditure; however, not more than half of the tax credit mav 

be applied for a single calendar year;

(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 

THE DEPARTMENT, AS PART OF THE STATEMENT REQUIRED UNDER 

AS 43.55.030(a) FOR THE CALENDAR YEAR FOR WHICH THE CREDIT IS 

SOUGHT TO BE TAKEN, THE PRODUCER'S OR EXPLORER'S WRITTEN 

AGREEMENT]

(A) agrees, in writing, to the applicable provisions of 

AS 43.55.025(fM2) [TO NOTIFY THE DEPARTMENT OF NATURAL 

RESOURCES, BEFORE THE LATER OF 30 DAYS AFTER 

COMPLETION OF THE GEOLOGICAL OR GEOPHYSICAL DATA 

PROCESSING OR COMPLETION OF THE WELL, OR 30 DAYS AFTER 

THE STATEMENT IS FILED, OF THE DATE OF COMPLETION AND TO 

SUBMIT A REPORT TO THAT DEPARTMENT DESCRIBING THE 

PROCESSING SEQUENCE AND PROVIDE A  LIST OF DATA SETS 

AVAILABLE];

2 5 -G H 0 0 1 4 \F
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(B) submits [TO PROVIDE] to the Department of Natural

Resources all data that would be required to be submitted under

AS 43.55.025(012) [, WITHIN 30 DAYS AFTER THE DATE OF A 

REQUEST, SPECIFIC DATA SETS, ANCILLARY DATA, AND 

REPORTS IDENTIFIED IN (A) OF THIS PARAGRAPH;

(C) THAT, NOTWITHSTANDING ANY PROVISION OF 

AS 38, THE DEPARTMENT OF NATURAL RESOURCES SHALL HOLD 

CONFIDENTIAL THE INFORMATION PROVIDED TO THAT 

DEPARTMENT UNDER THIS PARAGRAPH FOR 10 YEARS 

FOLLOWING THE COMPLETION DATE, AFTER WHICH THE 

DEPARTMENT SHALL PUBLICLY RELEASE THE INFORMATION 

AFTER 30 DAYS' PUBLIC NOTICE].

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

(b) A  producer or explorer may elect to take a tax credit in the amount of 25 

[20] percent of 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 of this 

subsection, a carried-forward annual loss is the amount of 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 calculating production tax values for that 

calendar year under AS 43.55.160 [AS 43.55.160(b) AND (e)].

* 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 take a 

tax credit under this section 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 [CERTIFICATE]. 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
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incurred; (2) [IF THE APPLICANT IS REQUIRED UNDER AS 43.55.030(a) TO 

FILE A STATEMENT ON OR BEFORE MARCH 31 OF THE YEAR 

FOLLOWING THE CALENDAR YEAR IN WHICH THE QUALIFIED CAPITAL 

EXPENDITURES OR CARRIED-FORWARD ANNUAL LOSS FOR WHICH THE 

CREDIT IS CLAIMED WAS INCURRED,] the date the statement required under 

AS 43.55.030(a) or (e) was filed for the calendar year in which the qualified 

capital expenditure or carried-forward 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, each [CERTIFICATE] for 

half of the amount of the credit. The credit shown on one of the two certificates is 

available for immediate use. The credit shown on the second of the two 

certificates may not be applied against a tax for a calendar year earlier than the 

calendar year following the calendar year in which the certificate is issued, and 

the certificate must contain a conspicuous statement to that effect. A certificate 

issued under this subsection does not expire.

* Sec. 27. AS 43.55.023(e) is amended to read:

(e) A  person to which a transferable tax credit certificate is issued under (d) 

of this section may transfer the certificate to another person, and a transferee may 

further transfer the certificate. Subject to the limitations set out in (a) - (d) [(a) - (c)] 

of this section, and notwithstanding any action the department may take with respect 

to the applicant under (g) of 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 bv 

[DUE UNDER] AS 43.55.011(e). However, a credit shown on a transferable tax 

credit certificate may not be applied to reduce a transferee's total tax liability [DUE] 

under AS 43.55.011(e) for [ON] oil and gas produced during a calendar year to less 

than 80 percent of 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:

S C S  C S H B  2 0 0 1 (F L N )
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(i) For the purposes of this section,

(1) a producer's or explorer's transitional investment 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 if they were 

incurred after 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;

(2) a producer or explorer that did not have commercial production 

of oil or gas from a lease or property In the state before April 1. 2006. may elect 

to take a tax credit against a tax levied by [DUE UNDER] AS 43.55.011(e) in the 

amount of 20 percent of the producer's or explorer's transitional in\ itment 

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 take a tax credit for a transitional 

investment expenditure

(A) for any calendar year after [THE LATER OF

(i)] 2013; [OR

(ii) THE SIXTH CALENDAR YEAR AFTER THE 

CALENDAR YEAR FOR WHICH THE PRODUCER FIRST 

APPLIES A CREDIT UNDER THIS SUBSECTION AGAINST A 

TAX DUE UNDER AS 43.55.011(e), IF THE PRODUCER DID NOT 

HAVE COMMERCIAL PRODUCTION OF OIL OR GAS FROM A 

LEASE OR PROPERTY IN THE STATE BEFORE APRIL 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
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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 

for a transferable tax credit certificate.

* Sec. 30. AS 43.55.024(a) is amended to read:

(a) For a calendar year for which a producer's tax liability under 

AS 43.55.011(e) [OR (f)] on oil and gas produced from leases or properties outside 

the Cook Inlet sedimentary basin, no part of which is north of 68 degrees North 

latitude, exceeds zero before application of any credits under this chapter, a producer 

that is qualified under (e) of this section may apply a tax credit against that liability of 

not more than $6,000,000.

* Sec. 31. AS 43.55.024(c) is amended to read:

(c) For a calendar year for which a producer's tax liability under 

AS 43.55.011(e) [OR (f)] exceeds zero before application of any credits under this 

chapter, other than a credit under (a) of this section but after application of any credit 

under (a) of this section, a producer that is qualified under (e) of this section and 

whose average amount of oil and gas produced a day and taxable under 

AS 43.55.011(e) [OR (f)j is less than 100,000 BTU equivalent barrels a day may 

apply a tax credit under this subsection against that liability. A producer whose 

average amount of oil and gas produced a day and taxable under AS 43.55.011(e) 

[OR (f)] is

(1) not more than 50,000 BTU equivalent barrels may apply a tax 

credit of not more than $12,000,000 for the calendar year;

(2) more than 50,000 and less than 100,000 BTU equivalent barrels

may apply a tax credit of not more than $12,000,000 multiplied by the following

fraction for the calendar year:

1 - [2 X (AP - 50,000)] -  100,000 

where AP = the average amount of oil and gas taxable under AS 43.55.011(e) [OR

(f)], produced a day during the calendar year in BTU equivalent barrels.

* Sec. 32. AS 43.55.024(e) is amended to read:

2 5 -G H 0 0 1 4 \F
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(e) On written application by a producer that includes any information the 

department may require, the department shall determine whether the producer 

qualifies for a calendar year under this section. To qualify under this section, a 

producer must demonstrate that its operation in the state or its ownership of an 

interest in a lease or property in the state as a distinct producer would not result in the 

division among multiple producer entities of any production tax liability under 

AS 43.55.011(e) [OR (0] that reasonably would be expected to be attributed to a 

single producer if the tax credit provisions of (a) or (c) of this section did not exist.

* Sec. 33. AS 43..‘i5.024(g) is amended to read:

(g) A tax credit authorized by (c) of this section may not be applied to reduce 

a producer's tax liability for any calendar year under AS 43.55.011(e) [OR (f)] below 

zero.

* Sec. 34. AS 43.55.025(a) is amended to read:

(a) Subject to the terms and conditions of this section, a credit against the 

production tax levied bv [DUE UNDER] AS 43.55.011(e) [OR (f)] is allowed for 

exploration expenditures that qualify under (b) of this section in an amount equal to 

one of the following:

(1 > 30 [20] percent of the total exploration expenditures that qualify 

only under (b) and (c) of this section;

(2) 30 [20] percent of the total exploration expenditures [FOR WORK 

PERFORMED BEFORE JULY 1, 2007, AND] that qualify only under (b) and (d) of 

this section;

(3) 40 percent of the total exploration expenditures that qualify under

(b), (c). and (d) of this section; or

(4) 40 percent of the total exploration expenditures that qualify only 

under (b) and (e) of this section.

* Sec. 35. 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, [EXCEPT THAT AN 

EXPLORATION EXPENDITURE FOR A  COOK INLET PROSPECT MUST BE

L
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INCURRED FOR WORK PERFORMED ON OR AFTER 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 for which the production tax credit is claimed;

(B) may be for either a [AN OIL OR GAS DISCOVERY] 

well that encounters an oil or gas deposit or a dry hole; [AND]

(C) must be for a well that has been completed, suspended, 

or abandoned at the time the explorer claims the tax credit under (f) of 

this section: and

ID) 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 of 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, STIMULATION, OR COMPLETION 

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 to the well; costs, including 

repairs and replacements, arising from or associated with fraud, wilful

a violation of 33 U.S.C. 1319fc)(l) or 1321(b)(3) (Clean Water Act); or other costs 

that are generally recognized as indirect costs or 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 

Mav 14.2003 [ON MAY 13,2003].

* Sec. 36. AS 43.55.025(c) is repealed and reenacted to read:

(c) To be eligible for the 30 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
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1 (1) qualify under (b) of this section; and

2 (2) be for an exploration well, subject to the following:

Y  3 (A) before spudding the well,

4 (i) the explorer shall submit to the commissioner of

5 natural resources the information necessary to determine whether the

6 geological objective of the well is a potential oil or gas trap that is

7 distinctly separate from any trap that has been tested by a preexisting

j  8 well; and

9 (ii) the commissioner of natural resources must make

10 an affirmative determination on that question; the commissioner of

11 natural resources shall decide whether to make that determination

12 within 60 days after receiving all the necessary information from the

13 explorer and based on the information received and on other

14 information the commissioner of natural resources may consider

15 relevant;

16 (B) for an exploration well other than a well to explore a Cook

17 Inlet prospect, the well must be located and drilled in such a manner that the

18 bottom hole is located not less than three miles away from the bottom hole of

19 a preexisting well drilled for oil or gas, irrespective of whether the preexisting

20 well has been completed, suspended, or abandoned;

21 (C ) after completion, suspension, or abandonment oI the

22 exploration well, the commissioner of natural resources must determine that

23 the well adequately achieved the explorer's stated geological objective.

24 * Sec. 37. AS 43.55.025(f) is amended to read:

25 (f) For a production tax credit under this section,

26 (1) an explorer shall, in a form prescribed by the department and,

27 except for a credit under (I) of this section, within six months of the completion of

28 the exploration activity, claim the credit and submit information sufficient to

29 demonstrate to the department's satisfaction that the claimed exploration expenditures

30 qualify under this section;

31 (2) an explorer shall agree, in writing,

25-OH0014\F

-25-
New T e x t  U n d e r l i n e d  [DELETED TEXT BRACKETED]

S C S  C S H B  2 0 0 1 (F B V )



25-G H 0014N F

6

7

8 

9

10

11

12

13

14

15

16

17

18

19

20 

21 

22

23

24

25

26

27

28

29

30

31

(A) to notify the Department of Natural Resources, within 30 

days after completion of seismic or geophysical data processing, completion 

of [A] well drilling- or filing of a claim for credit, whichever is the latest, for 

which exploration costs are 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, UNDER (c)(2)(B) OF THIS SECTION, AN 

EXPLORER SUBMITS A CLAIM FOR A CREDIT FOR EXPENDITURES 

FOR AN EXPLORATION WELL THAT IS LOCATED WITHIN THREE 

MILES OF A WELL ALREADY DRILLED FOR OIL AND GAS, IN 

ADDITION TO THE SUBMISSIONS REQUIRED UNDER (1) OF THIS 

SUBSECTION, THE EXPLORER SHALL SUBMIT THE INFORMATION 

NECESSARY FOR THE COMMISSIONER OF NATURAL RESOURCES 

TO EVALUATE THE VALIDITY OF THE EXPLORER'S CLAIM THAT 

THE WELL IS DIRECTED AT A DISTINCTLY SEPARATE

EXPLORATION TARGET, AND THE COMMISSIONER OF NATURAL 

RESOURCES SHALL, UPON RECEIPT OF ALL EVIDENCE

SUFFICIENT FOR THE COMMISSIONER TO EVALUATE THE 

EXPLORER'S CLAIM, MAKE THAT DETERMINATION WITHIN 60 

DAYS;]

(B) to provide to the Department of Natural Resources, within 

30 days after the date of a request, unless a longer period is provided bv the 

Department of Natural Resources, specific data sets, ancillary data, and 

reports identified in (A) of this paragraph; in this subparagraph.

(i) a seismic or geophysical data set includes the

data for an entire seismic survey, irrespective of whether the

survey area covers nonstate land in addition to state land or land 

in a unit in addition to land outside a unit:

(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
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material including, for each whole core collected, a lengthwise cut 

slab that is at least 1/3 of the whole core volume. 

representative samples, as specified bv the Department of Natural 

Resources, of other gaseous, liquid, or solid material collected 

from drilling or testing the well:

(C) that, notwithstanding any provision of AS 38, information 

provided under this paragraph will be held confidential by the Department of 

Natural Resources

(1) in the case of well data, until the expiration of the

24-month period of confidentiality described in AS 31.05.035<ci 

[FOR 10 YEARS FOLLOWING THE COMPLETION DATE], at 

which time the Department of Natural Resources [THAT 

DEPARTMENT] will release the information after 30 days' public 

notice unless, in the discretion of the commissioner of natural 

resources. It is necessary to protect information relating to the 

valuation of unleased acreage in the same vicinity, or unless the 

well is on private land and the owner, including the lessor but not 

the lessee, of the oil and gas resources has not given permission to 

release the well data:

fii) in the case of seismic or other geophysical data, 

other than seismic data acquired bv seismic exploration subject to

(I) 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' public notice, except as to seismic or 

other geophysical data acquired from private land, unless the 

owner, including a lessor but not a lessee, of the oil and gas 

resources in the private land eives permission to release the 

seismic or other geophysical data associated with the private land;

(ill) in the case of seismic data obtained bv seismic 

exploration subject to (D of this section, only until the expiration of 

30 days' public notice Issued on or after the date the production
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tax credit certificate is issued under (51 of this subsection:

(3) if more than one explorer holds an interest in a well or seismic 

exploration, each explorer may claim an amount of credit that is proportional to the 

explorer's cost incurred;

(4) the department 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 taxes levied bv AS 43.55.011(e): notwithstanding any 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;

(PI the date of the department's issuance of the certificate:

and

(E) the date on which the information required to be 

submitted under this section will be released [DUE UNDER 

AS 43.55.011(e) OR (f)].

* Sec, 38. 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.

* Sec. 39. AS 43.55.025(h) is amended to read:

(h) A  producer that purchases a production tax credit certificate may apply 

the credits against its production tax levied bv [LIABILITY UNDER] 

AS 43.55.011(e) [OR (f)]. Regardless of the price the producer paid for the
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certificate, the producer may receive a credit against its production tax liability for the 

full amount of the credit, but for not more than the amount for which the certificate is 

issued. A production tax credit allowed under this section may not be applied more 

than once.

* Sec. 40. 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 to 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 tax 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.

* Sec. 41. 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 it 

is compared is spudded.

* Sec. 42. AS 43.55.025 is amended by adding a new subsection to read:

(/) Subject to the terms and conditions of this suction, 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

(B) 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.

•2 9 - S C S  C S H B  2 0 0 1 (F IN )
New T e x t  U n d e r l i n e d  [DELETED TEXT BRACKETED]



2 5 -G H 0 0 1 4 \F

* Sec. 43. AS 43.55.030(a) is amended to read:

(a) A producer that produces oil or gas from a lease or property in the 

state during a calendar year, whether or not anv tax payment i« due under 

AS 43.55.020(a) for that oil or gas. [THE PERSON PAYING THE TAX] shall file 

with the department on March 31 of the following year [FOLLOWING THE 

CALENDAR YEAR FOR WHICH THE TAX WAS LEVIED] 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 [WERE] 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) the 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 WHOM THE TAX 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 gas [FOR WHOM THE TAX 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; [ANDJ

(6) the producer's qualified capital expenditures, as defined in 

AS 43.55.023. other lease expenditures [AND ADJUSTMENTS AS 

CALCULATED] under AS 43.55.165. and adjustments or other payments or 

credits under AS 43.55.170:

17) the production tax values of the oil and gas under

AS 43.55.160:

18) anv claims for tax credits to be applied: and

19) calculations showing the amounts, if anv. that were or are due 

under AS 43.55.02(Ha) and interest on anv underpayment or overpayment
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[AS 43.55.160-43.55.170].

* Sec. 44. AS 43.55.030(d) is amended to read:

(d) Reports required under this section [BY OR ON BEHALF OF THE 

PRODUCER] 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 bv the 

department under standards adopted in regulation bv the department of not 

more than SI.000 for each day the person falls to file the report at the tim  ̂ I 

required. The penalty is in addition to the penalties in AS 43.05.220 and 

43.05.290 and is assessid. collected, and paid in the same manner as a tax 

deficiency under this title. In this subsection. ” report” includes a statement

* Sec. 45. 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) 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 

tax under AS 43.55.160(d) or 43.55.170(b) and, if so, the amount.

(f) 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

-3 1 - S C S  C S H B  2 0 0 1 (F IN )
New T e x t  U n d e r l i n e d  [DELETED TEXT BRACKETED]



•  —  -  «  -  -  -  -  ■

25-OH0014\F

43.55.170;

(5) joint interest billings;

(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

(8) other records and information the department considers necessary 

for the administration of this chapter.

* Sec. 46. 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 of 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 information 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 information 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 information 

under this paragraph tha< 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 (B) of this paragraph; and

(B) impose appropriate conditions limiting

(i) access to the information to those legal counsel, 

consultants, employees, officers, and agents of the producer who have 

a need to know that information for the purpose of determining or 

contesting the producer's tax obligation; and

(ii) the use of the information 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 of books, records, and papers of any person; [AND]

S C S  C S H B  2 0 0 1 (F IN ) -3 2 -
New T e x t  U n d e r l i n e d  [DELETED TEXT BRACKETED]



2 5 -O H 0 0 1 4 \F

(4) make an investigation or hold an inquiry that is considered 

necessary to a disclosure of the facts as to

(A) the amount of production from any oil or gas location, or 

of a company or other producer of oil or gas; and

property to file reports and copies of records that the department considers 

necessary to forecast state revenue under this chapter: in the case 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 has an average total production in the 

state of more than 100.000 barrels a day for a calendar year 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 year: 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 bv the department of not 

more than $1.000 for each day the person fails to file the report statement or 

other document after notice bv 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 bear 

interest at the rate specified under AS 43.05.225(1).

* Sec. 47. AS 43.55 is amended by :idding a new section to read:

Sec. 43.55.075. Limitation 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 aftei return was filed.

(B) the rendition of the oil and gas for taxing purposeŝ

(5) require a producer, an explorer, or an operator of a lease or

-33-
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(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 

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 of 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, recomputation, or deficiency, file amended returns covering all affected 

periods.

(d) Ini! ssection,

(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.

* Sec. 48. AS 43.55.110 is amended by adding new subsections to read:
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(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.

(f) 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 of producers, explorers, and other interested persons, advisory bulletins 

stating 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 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 of this chapter by an explorer or a producer of oil or gas if 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 $500,000 

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.

(i) A person who, under (h) of this section, provides, in bad faith, to the 

department erroneous information about noncompliance with the provisions of this 

chapter by an explorer or producer of oil or gas shall pay to the

(1) department all expenses related to the department's investigation 

of the alleged noncompliance; and

(2) explorer or producer about whom the noncompliance was alleged 

all expenses that are incurred by the explorer or producer relating to the department's 

investigation of the alleged noncompliance.

* Sec. 49. AS 43.55.150 is amended to read:

Sec. 43.55.150. Determination of gross value at the point of production,

(a) For the purposes of AS 43.55.011 - 43.55.180, the gross value at the point of 

production is calculated using the actual [REASONABLE] costs of transportation of
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the oil or gas [. THE REASONABLE COSTS OF TRANSPORTATION ARE THE 

ACTUAL COSTS], except when the

(1) shipper [PARTIES TO THE TRANSPORTATION] 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 NOT REPRESENTATIVE OF THE MARKET VALUE OF 

THAT TRANSPORTATION]; or [AND]

(3) method or terms of transportation of oil or gas are [IS] not 

reasonable in view of existing alternative [METHODS OF] transportation options.

(b) If the department finds that a condition [THE CONDITIONS] 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 FILE WITH] the 

Regulatory Commission of Alaska or another [OTHER] 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 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 to, 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 state;

(2) the incremental costs of transportation of the oil that are 

attributable to temporary use of or chartered or substituted service provided by
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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. 50. AS 43.55.160(a) is amended to read:

(a) Except as provided in (b) of this section, for the purposes of

(1) AS 43.55.011(e), the annual production tax value of the taxable

(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 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;

(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 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 adjusts J 

under AS 43.55.170;

(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;

(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

2 5 -G H 0 0 1 4 \F
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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), the monthly production tax value of the taxable

(A) oil and gas produced during a month 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 g?s taxable under 

AS 43.55.01 He) [AS 43.55.011(g)] and produced by the prooucer from those 

leases or properties, less 1/12 of 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;

(B) oil and gas produced during a month 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 43.55.01 He) 

[AS 43.55.011(g)] and produced by the producer from those leases or 

properties, less 1/12 of 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;

(C) oil produced during a month 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 43.55.011tel [AS 43.55.011(g)] and produced by 

the producer from that lease or property, less 1/12 of 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;

(D) gas produced during a month 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 43.55.01 lfe) [AS 43.55.011(g)] and produced by 

the producer from that lease or property, less 1/12 of the producer's lease

2 5 -G H 0 0 1 4 \F
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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.

* Sec. 51. 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. 52. 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 ANNUAL] production tax value calculated under (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 a method to ensure that 

for a period for which a producer’s tax liability is limited bv AS 43.55.011(1) or 

00. anv adjusted lease expenditures under AS 43.55.165 and 43.55.170 that 

would otherwise be deductible bv a producer for that period but whose 

deduction would cause a production tax value calculated under (a)(1)(C) or tPl 

of this section to be less than zero are accounted for as though the adjusted lease 

expenditures had first been used as deductions in calculating the production tax 

values of oil or gas subject to anv of the limitations under AS 43.55.01110 or HO 

that have positive production tax values so as to reduce the tax liability 

calculated without regard to the limitation to the maximum amount provided for 

under the applicable provision of AS 43.55.011(1) or (k). Only the amount of 

those adjusted lease expenditures remaining after the accounting provided for 

under this subsection may be used to establish a carried-forward annual loss 

under AS 43.55.023(b). In this subsection, "producer" includes "explorer."

* Sec. 53. AS 43.55.165(a) is amended to read:

(a) Except as provided under (c) and (e) [(c) - (e)] of this section, for the 

purposes of AS 43.55.160, a producer's lease expenditures for a calendar year are the 

ordinary and necessary costs upstream of the point of production of oil and gas that 

are incurred during the calendar year by the producer afrer March 31, 2006, and that
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are direct costs of exploring for, developing, or producing 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 does not own a working interest, that are direct costs of exploring for oil 

or gas deposits located within other land in the state. In determining whether costs are 

lease expenditures, the department shall consider, among other factors,

(1) the 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 bill a working interest owner 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 working interest owner with 

substantial bargaining power, other than the operator; and

(2) the standards adopted by 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 calculating net profits under a lease issued under 

AS 38.05.180(fX3KB), (D), or(E).

* Sec. 54. 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 of 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 are lease expenditures and, in 

addition, finds that at least one working interest owner party 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

(1) the costs, other than items listed in (e) of this section, that are 

’.curred 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

25-OHOOU\F
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by a working interest owner party to the agreement or are finally determined 

to be properly billable as a result of dispute resolution; or

(B) for a producer that is the operator, would be billable to the 

produce*- by the operator in accordance with the terms of the agreement to 

which t̂ at lease or property is subject if the 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. 55. AS 43.55.165(e) is amended to read:

(e) For purposes of this section, lease expenditures do not 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 

revenue, except that a producer's lease expenditures applicable to oil and gas 

produced from a lease issued under AS 38.05.180(f)(3)(B). (D). or (E) 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, including repairs and replacements, arising from or 

associated with fraud, wilful misconduct, [OR] gross negligence, criminal 

negligence, or violation of law, including a violation of 33 U.S.C. 1319(c)(1) or 

1321(b)(3) (Clean Water Act):

(7) fines or penalties imposed by law;

(8) costs of arbitration, litigation, or other dispute resolution activities 

that involve the state or concern the rights or obligations among owners of interests 

in, or rights to production from, one or more leases or properties or a unit;

(9) costs incurred in organizing a partnership, joint venture, or other

-4 1 - S C S  C S H B  2 0 0 1 (F IN )
New T e x t  U n d e r l i n e d  [DELETED TEXT BRACKETED]



i‘ f

*

i
t

i

(

k

1 1

\:

u

1A

15

16

M

18

19

20

21

22

23

24

25

26

27

28

29

30

31

business entity or arrangement;

(10) amounts paid to indemnity 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) 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;

(14) a tax levied under AS 43.55.011;

(15) [THE PORTION OF] 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 [, THAT IS ATTRIBUTABLE TO PRODUCTION OF OIL OR GAS 

OCCURRING BEFORE APRIL 1, 2006; THE PORTION IS CALCULATED AS A 

RATIO OF THE AMOUNT OF OIL AND GAS PRODUCTION, IN BARRELS OF 

OIL EQUIVALENT, ASSOCIATED WITH THE FACILITY, PIPELINE, WELL 

PAD, PLATFORM, OTHER STRUCTURE, LEASE, FIELD, UNIT, AREA, BODY 

OF WATER, OR RIGHT-OF-WAY OCCURRING BEFORE APRIL 1, 2006, TO 

THE TOTAL AMOUNT OF OIL AND GAS PRODUCTION, IN BARRELS OF 

OIL EQUIVALENT, ASSOCIATED WITH THAT FACILITY, PIPELINE, WELL 

PAD, PLATFORM, OTHER STRUCTURE, LEASE, FIELD, UNIT, AREA, BODY 

OF WATER, OR RIGHT-OF-WAY THROUGH THE END OF THE CALENDAR 

MONTH BEFORE COMMENCEMENT OF THE DISMANTLEMENT, 

REMOVAL, SURRENDER, OR ABANDONMENT]; a cost is not excluded under 

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 THE
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PURPOSES OF THIS PARAGRAPH, "BARREL OF OIL EQUIVALENT" MEANS

(A) IN THE CASE OF OIL, ONE BARREL;

(B) IN THE CASE OF GAS, 6,000 CUBIC FEET;]

(16) costs incurred for containment, control, cleanup, or removal in 

connection with any unpennitted release of oil or a hazardous substance and any 

liability for damages imposed on the producer or explorer for that unpennitted 

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 otherwise be qualified 

capital expenditureŝ  as defined 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 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 year̂

(191 costs incurred for repair, replacement or deferred 

maintenance of a facility, a pipeline, a structure, or equipment other than a well, 

that results in or is undertaken in response to a failure, problem, or event that 

results in an unscheduled interruption of. or reduction in the rate of. oil or gas 

production: or costs incurred for repair, 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 unpennitted 

release of a hazardous substance or of gas: however, costs under this paragraph 

that would otherwise constitute lease expenditures under (a) and (bl of this 

section may be treated as lease expenditures if the department determines that 

the repair or replacement is solely necessitated bv an act of war, bv an 

unanticipated grave natural disaster or other natural phenomenon of an 

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 bv an 

intentional or negligent act or omission of a third party, other than a party or its
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■gents in privity of contract with, or employed bv. the producer or an operator 

acting for the producer, but only if the producer or operator, as applicable, 

exercised due care in operating and maintaining the facility, pipeline, structure, 

or equipment, and took reasonable precautions against the act or omission of the 

third party and against the consequences of the act or omission: in this 

paragraph.

(A) "costs incurred for repair, replacement, or deferred 

maintenance of a facility, a pipeline, a structure, or equipment” includes 

costs to dismantle and remove the facility, pipeline, structure, or 

equipment that is being replaced:

(B1 "hazardous substance” has the meaning given in

AS 46.03.826;

(Cl "replacement" includes renovation or improvement: 

(201 costs incurred to construct acquire, or operate a refinery or 

crude oil topping plant, regardless of whether the products of the refinery or 

topping plant are used in oil or gas exploration, development or production 

operations: however, if a producer owns a refinery or crude oil topping plant 

that is located on or near the premises of the producer's lease or property in the 

state and that processes the producer's oil produced from that lease or property 

into a product that the producer uses in the operation of the lease or property in 

drilling for or producing oil or gas, the producer’s lease expenditures include the 

amount calculated bv subtracting from the fair market value of the product used 

the prevailing value, as determined under AS 43.55.020(11. of the oil that is 

processed:

(211 costs of lobbying, public relations, public relations 

advertising, or policy advocacy.

* Sec. 56. AS 43.55.165(h) is amended to read:

(h) The department shall adopt regulations that provide for reasonable 

methods of allocating costs between oil and gas and between leases or properties in 

those circumstances where an allocation of costs is required to determine [THE 

DETERMINATION OF THE] lease expenditures that are costs of exploring for.

S C S  C S H B  2 0 0 1 (F IN )
New T e x t  U n d e r l i n e d  [DELETED  TEXT BRACKETED]



2 5 -G H 0 0 1 4 \F

1 developing, or producing oil deposits or coats of exploring for, developing, or

2 producing g»i deposits [APPLICABLE TO OIL OR TO GAS], or that are co«ti of

3 exploring for, developing, or producing oil or eu deposits located within

4 [APPLICABLE TO OIL AND GAS PRODUCED FROM] different leases or

5 properties [, REQUIRES AN ALLOCATION OF COSTS].

6 * Sec. 57. AS 43.55.170(a) is amended to read:

7 (a) Unless the payment or credit has already been subtracted in calculating

8 billable or billed costs under AS 43.55.165(c) [OR (d)], a producer's lease

9 expenditures under AS 43.55.165 must be adjusted by subtracting payments or

10 credits, other than tax credits, received by the producer or by an operator acting for

11 the producer for

12 (1) the use by another person of a production facility in which the

13 producer has an ownership interest or the management by the producer of a

14 production facility under a management agreement providing for the producer to

15 receive a management fee;

16 I (2) a reimbursement or similar payment that offsets the producer’s

17 lease expenditures, including an insurance recovery from a third-party insurer and a

18 payment from the state or federal government for reimbursement of the producer's

19 upstream costs, including costs for gathering, separating, cleaning, dehydration,

20 compressing, or other field handling associated with the production of oil or gas

21 upstream of the point of production;

22 (3) the sale or other transfer of

23 (A) an asset, including geological, geophysical, or well data or

24 interpretations, acquired by the producer as a result of a 'ease expenditure or

25 an expenditure that would be a lease expenditure if it were incurred after

26 March 31,2006; for purposes of this subparagraph,

27 (i) if a producer removes from the state, for use outside

28 the state, an asset described in this subparagraph, the value of the asset

29 at the time it is removed is considered a payment received by the

30 producer for sale or transfer of the asset;

31 (ii) for a transaction that is an internal transfer or is
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otherwise 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 

property 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.

* Sec. 58. AS 43.55 is amended by adding new sections to article 4 to read:

Sec. 43.55.890. 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 state:

(1) the amount of oil or gas production;

(2) the amount of taxes levied under this chapter or paid under this

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 defined 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) tax credits applicable or potentially applicable against taxes 

levied by this chapter.

Sec. 43.55.895. Applicability to municipal entities, (a) Notwithstanding 

AS 29.35.670(a) or other provision of law, a producer that is a municipal entity is 

subject to taxation and payment of surcharges under this chapter for oil and gas that it
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sells to another party.

(b) A  municipal entity subject to taxation because of this section is eligible 

for all tax credits under this chapter to the same extent as any other producer.

(c) In this section, "municipal entity" means a municipality, municipally 

owned utility, public corporation of a municipality, or entity established by more than 

one municipality.

* Sec. 59. AS 43.55.900 is amended by adding new paragraphs to read:

(22) "producer" means an owner of an operating right, operating 

interest, or working interest in a mineral interest in oil or gas;

(23) "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 cooperative or a unit plan of development or 

operation that has been certified by the United States Secretary of the Interior 

under 30 U.S.C. 226(m);

(C) subject to an agreement of the owners of interests in the 

tracts of land to validly integrate their interests to provide for the unitized 

management, development, and operation of the tracts of land as a unit, within 

the meaning of AS 31.05.110(a); or

(D) within the unit area of a unit created by order of the 

Alaska Oil and Gas Conservation Commission under AS 31.05.110(b).

* Sec. 60. AS 43.55.011(h), 43.55.011(/), 43.55.01 l(n), 43.55.160(c), and 43.55.165(d) are 

repealed.

* Sec. 61. AS 39.25.110(42) is repealed December 31, 2011.

* Sec. 62. The uncodified law of the State of Alaska is amended by adding a new section to 

read:

APPLICABILITY, (a) AS 43.55.165(e)(19), enacted by the amendment to 

AS 43.55.165(e) in sec. 55 of this Act, applies to expenditures after March 31,2006.

(b) Except as provided in (a) of this section, secs. 15 - 27, 29 - 42, and 49 - 60 of this 

Act apply to oil and gas produced after June 30, 2007.
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(c) Sections 43 and 45 of this Act apply to statements and reports under 

AS 43.55.030(a), as amended by sec. 43 of this Act, and AS 43.55.030(e) and (f), as added 

by sec. 45 of this Act, required to be filed after the effective date of secs. 43 and 45 of this 

Act.

(d) Sections 34 - 37, 39, and 41 of this Act apply to exploration expenditures 

incurred for work performed after December 31, 2007, that are llic oasis of tax credits that 

may be claimed against taxes levied for oil and gas produced after December 31, 2007.

(e) AS 43.55.075(a), enacted by sec. 47 of this Act, applies to any tax liability under 

AS 43.55 with respect to which the period of limitations on assessment under AS 43.05.260 

had not expired before the effective date of secs. 14 and 47 of this Act.

(f) The penalty in AS 43.55.030(d), enacted by the amendment to AS 43.55.030(d) in 

sec. 44 of this Act, applies to any report required to be filed after the effective date of sec. 44 

of this Act that is not filed timely.

(g) The penalty in AS 43.55.040(7), enacted by the amendment to AS 43.55.040 in 

sec. 46 of this Act, applies to any report, statement, or other document required to be filed 

after the effective date of sec. 46 of this Act.

* Sec. 63. The uncodified law of the State of Alaska is amended by adding a new section to 

read:

OIL AND GAS REVENUE AUDIT MASTER POSITIONS; LEGISLATIVE 

INTENT. It is the intent of the legislature that the commissioner of administration shall cause 

not more than four oil and gas revenue audit master positions to be created in the Department 

of Revenue and not more than two oil and gas revenue audit master positions to be created in 

the Department of natural Resources. Oil and gas revenue audit masters shall be employed in 

a professional capacity to collect oil and gas revenue by developing policy, conducting 

studies, drafting proposed regulations, enforcing regulations, and directing audits by oil and 

gas auditors.

* Sec. 64. The uncodified law of the State of Alaska is amended by adding a new section to 

read:

OIL AND GAS AUDITORS: CLASSIFICATION AND PAY PLANS.

Notwithstanding AS 39.25.150(2), the Department of Administration shall develop and 

implement a distinct position classification plan and a distinct pay plan for oil and gas
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auditors and their immediate supervisors, other than revenue audit masters, that perform

(1) oil and gas tax audits in the Department of Revenue under the direction of 

an oil and gas revenue audit master;

(2) royalty audits, including net profit share audits, in the Department of 

Natural Resources under the direction of an oil and gas revenue audit master.

* Sec. 65. The uncodified law of the State of Alaska is amended by adding a new section to 

read:

TRANSITION: PAYMENT OF TAX. A person subject to tax under AS 43.55 that is 

required to make one or more installment payments of estimated tax or other payment of tax 

under AS 43.55.020(a) during the period after March 31, 2006, and before the effective date 

of sec. 21 of this Act, and under AS 43.55.020(a), as amended by sec. 21 of this Act, for the 

production of oil or gas during a month after March 31, 2006, and before the effective date of 

sec. 21 of this Act but that failed to pay the full amount of the installment payments or other 

payment of tax required under AS 43.55 because of the retroactive application of 

AS 43.55.165(eX19), as enacted in the amendment to AS 43.55.165(e) in sec. 55 of this Act, 

that is retroactive to April 1, 2006, under sec. 68 of this Act, and the retroactive application 

of secs. 15 - 27, 29 - 42, 49 - 54, 56 - 60, and that part of AS 43.55.165(e) in see. 55 of this 

Act under sec. 68 of this Act, shall pay before April 1,2008, the balance of any tax due under 

AS 43.55 for the period after March 31,2006, and before the effective date of this section.

* Sec. 66. The uncodified law of the State of Alaska is amended by adding a new section to 

read:

TRANSITION: RETROACTIVITY OF REGULATIONS. Notwithstanding any 

contrary provision of AS 44.62.240,

(1) if the Department of Revenue expressly designates in the regulation that 

the regulation applies retroactively to that date, a regulation adopted by the Department of 

Revenue to implement, interpret, make specific, or otherwise carry out secs. 15 - 27, 29 - 42, 

and 49 - 60 of this Act may apply retroactively to July 1, 2007, except that a regulation 

adopted by the Department of Revenue to implement, interpret, make specific, or otherwise 

carry out AS 43.55.165(e)(19), as enacted in the amendment to AS 43.55.165(e) in sec. 55 of 

this Act, may apply retroactively to April 1,2006;

(2) a regulation adopted by the Department of Natural Resources to

2 5 -G H 0 0 1 4 \F
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implement, interpret, make specific, or otherwise carry out statutory provisions for the 

administration of oil and gas leases issued under AS 38.05.180(f)(3)(B), (D), or (E), to the 

extent the regulation deals with the treatment of oil and gas production taxes in determining

net profits under those leases, may apply retroactively to April 1, 2006, if the Department of

Natural Resources expressly designates in the regulation that the regulation applies 

retroactively to that date.

* Sec. 67. The uncodified law of the State of Alaska is amended by adding a new section to

8 read:

9 TRANSITION: REGULATIONS. The Department of Natural Resources and the

10 Department of Revenue may proceed to adopt regulations to implement this Act. The

11 regulations take effect under AS 44.62 (Administrative Procedure Act), but not before the

12 effective date of the law implemented by the regulation.

13 * Sec. 68. The uncodified law of the State of Alaska is amended by adding a new section to

14 read:

15 RETROACTIVITY OF CERTAIN PROVISIONS OF THIS ACT. (a) Sections 29

16 and 38 of this Act are retroactive to July 1, 2003.

17 (b) AS 43.55.165(e)( 19), enacted by the amendment to AS 43.55.165(e) in sec. 55 of

18 this Act, is retroactive to April 1, 2006.

19 (c) Except as provided in (b) of this section, secs. 15 - 27, 29 - 42, and 49 - 60 of this

20 Act are retroactive to July 1, 2007.

21 * Sec. 69. Section 28 of this Act takes effect January 1, 2008.

22 * Sec. 70. Except as provided in sec. 69 of this Act, this Act takes effect immediately under

23 AS 01.10.070(c).

L
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A M E N D M E N T  ff/ 7

OFFERED IN THE SENATE

TO: SCS CSHB 2001 (FIN)

Page 1, line 12:

Delete "sec. 47"

Insert "sec. 48"

Page 2, line 3:

Delete "sec. 68"

Insert "sec. 69"

Page 23, line 30:

Delete "December 31. 2007"

Insert "June 30. 2007"

Page 25, following line 23:

Insert a new bill section to read:

"* Sec. 37. AS 43.55.025(d) is amended to read:

(d) To be eligible for the 30 [20] percent production tax credit authorized by 

(a)(2) oi this section or the 40 percent production tax credit authorized by (a)(3) of this 

section, an exploration expenditure must

(1) qualify under (b) of this section; and

(2) be for an exploration well that is located not less than 25 miles 

outside of the outer boundary, as delineated on July 1, 2003, of any unit that is under a 

plan of development, except that for an exploration well for a Cook Inlet prospect to 

qualify under this paragraph, the exploration well must be located not less than 10

BY SENATOR STEDMAN

OMVfctvA



1 miles outside the outer boundary, as delineated on July 1, 2003, of any unit that is

2 under a plan of development."

3

4 Renumber the following bill sections accordingly.

5

6 Page 47, line 26, through page 48, line 16:

7 Delete all material and insert:

8 "* Sec. 63. The uncodified law of the State of Alaska is amended by adding a new section to

9 read:

10 APPLICABILITY. AS 43.55.075(a), enacted by sec. 48 of this Act, applies to any tax

11 liability under AS 43.55 for the production of oil and gas after December 31, 2006."

12

13 Page 49, line 8:

14 Delete "TAX."

15 Insert "TAX; FILING, (a)"

16

17 Page 49, line 15:

18 Delete "sec. 55"

19 Insert "sec. 56"

20

21 Page 49, line 16:

22 Delete "sec. 68"

23 Insert "sec. 69"

24

25 Page 49, line 17:

26 Delete "secs. 15 - 27,29 - 42,49 - 54, 56 - 60"

27 Insert "secs. 15 - 27, 30 - 33, 50 - 58, 60, and 61"

28 Delete "sec. 55"

29 Insert "sec. 56"

30

31 Page 49, line 18:

f  2 5 -G H 0 0 1 4 V F .1 0
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1 D elete  "sec. 68"

2 Insert "sec. 69"

3

4 Page 49, fo llow ing line 19:

5 Insert a new subsection to  read:

6 "(b) A  person requ ired  to file a statement under AS 43 .55 .030(a), as amended

7 by sec. 44 o f this A ct, o r  a statem ent under AS 43.55.030(e) o r ( 0 ,  as enacted by  sec.

8 46 o f  this Act, but that failed  to file a statem ent required under A S 43.55 because o f

9 the retroactive application o f  secs. 44 and 46 o f  this A ct under sec. 69  o f  th is Act, shall

10 file, before April 1, 2008, any statem ent required to have been  filed afte r June 30,

11 2007, and before the effec tive  date o f  this section."

12
13 Page 49, lines 26 - 27:

14 D elete "secs. 15 - 27, 29  - 42 , and 49 • 60"

15 Insert "secs. 15 - 27, 30 - 33, 50 - 58, 60, and 61"

16

17 Page 49, line 29:

18 D elete "sec. 55"

19 Insert "sec. 56"

20
21 Page 50, lines 13 -2 0 :

22 D elete all material and insert:

23 "* Sec. 69. T he uncodified law  o f  the  State o f  A laska is am ended b y  add ing  a  new  section to

24 read:

25 R E TR O A C TIV ITY  O F C E R TA IN  PROV ISIO N S O F  T H IS  A C T . (a) Section 39 o f

26 this Act, and A S 43.55J&3», enacted b y  sec. 59 o f  this Act, are re troac tive  to Ju ly  1, 2003.

27 (b) Section 29 o f  this A ci and AS 43 .55 .165(e)(19), enacted  by  the

28 am endm ent to AS 43 .55 .165(e) in sec. 56 o f  this Act, a re  re troac tive  to  A pril 1, 2006.

29 (c) Except as p rov ided  in (b) o f  this section, secs. 15 - 27 , 30 - 33, 50 - 58, 60,

30 and 61 o f  this A ct are re troactive  to Ju ly  1, 2007."

31
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. >*' ,% x- V:* • '

25-QH0014VF.10

1 Page SO, follow ing line  21:

2 Insert a new  bill section  to  read:

3 "* Sec. 71. Sections 34 - 38 and 40  - 43 o f  this A ct take effect Ju ly  1 ,2008."

4

5 Renum ber the fo llow ing bill section accordingly.

6
7 Page 50, line 22:

8 Delete "sec. 69"

9 Insert "secs. 70 and 71"



14

15

16

25-GH0014\F.24 
I \  Cook/Bullock

, /  -  l ' 3 ^ i
A M E N D M E N T  4 4  I £ ?  d

OFFERED IN TH E SEN A TE

TO: SCS CSHB 2001(FIN )

1 Page 2, line 3:

2 D elete "sec. 68"

3 Insert "sec. 69"

4

5

6
7

8 
9

10 
11 
12
13 Page 49, line 18:

D elete "sec. 68"

Insert "sec. 69"

Page 47, line 23:

D elete "and 43.55.165(d)"

In se r t", 43.55.165(d), and 43.55.180"

Page 49, line 16:

D elete "sec. 68"

Insert "sec. 69"

' f j i e f r i a u  H ~

p w  t

^  " P p '

17 Page 50, follow ing line 12*

18 Insert a new  bill section to read:

19 "* Sec. 68. T he uncodified law o f  the State o f  A laska is am ended by adding a new  section to

20 read:

21 REV ISO R'S IN STR U C TIO N . In the fo llow ing statute sections, the rev iso r o f  statutes

22 . shall substitute the spanned refere.ice

23 (1) "AS 43.55.011 - 43.55.170" for the spanned reference "A S 43.55.011



25-GH0014\F.24

1 43.55.180": AS 43.55.020(e), 43 .55.080, 43.55.135, 43.55.150(a), 43 .55.201(c), and

2 43.55.300(c);

3 (2) "AS 43.55.017 - 43 .55.170" for the spanned reference "AS 43.55.017 -

4 43.55.180": AS 43.55.023(g)."

5

6 R enum ber the following bill sections accordingly.

7

8 Page 50, line 22:

9 Delete "sec. 69"

10 Insert "sec. 70"

-2-
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A M E N D M E N T

OFFERED IN THE SENATE

y n U -  1 3  f ^ P

# 7 5 " r

TO: SCS CSHB 2001 (FIN ), V ersion “ F” & ^

1 Page 2, line 9

2 D elete: “Ju n e  30, 2 0 0 7 ”

3 Insert: “S ep tem b er 3 0 ,2 0 0 7 ” ^  fMrU l\&

4

5 P age 47 , line  31

6 D elete: “Ju n e  30, 2 0 0 7 ”

7 Insert: “ S ep tem b er 30 , 2 0 0 7 ”

8
9 Page 49 , line 27 

30 D elete : “ Ju ly  1 ,2 0 0 7 ”

] ]  Insert: “ O c to b er 1 ,2 0 0 7 ”

12
j 3 P age 50, line 20  

34 D elete : “Ju ly  1 ,2 0 0 7 ”

15 Insert: “ O c to b e r 1 ,2 0 0 7 ”

10
37

J  r J r

-1-
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y e i u r t d  d e l 4'

25-QH0014\F.16
Chcnoweth/Bullock

11/15/07

1
2
3

4

5

6
7

8 
9

10
11
12
13

14

15

16

17

18

19

20 
21 
22 
23

A M E N D M E N T

O FFER ED  IN TH E SE N A T E

TO: SCS CSHB 2001 (FIN )

Page 1, line 12:

Delete "sec. 47"

Insert "sec. 48"

Page 2, line 3:

D elete "sec. 68"

Insert "sec. 69"

i ^ 5  -  ! Lf 
F^-' t e d

1 v O \ ^ ^

I l i i j  ^  X  / ?  

A S u^M y^L  C M l t i ' .

Page 2, follow ing line 19:

Insert a new  bill section  to read:

"* Sec. 2. AS 37.10 is am ended by adding a new  section to read:

Sec. 37.10.440. Appropriations to the earnings reserve account of 

production tax revenue, (a) By February 1 (̂ fe a c h  year^ the  D epartm ent o f  Revenue 

shall determ ine w hether the state received for the general fund, during the im m ediately  

preceding calendar year, an additional am ount o f  m oney under AS 43 .5 5 .0 1 1(g) 

because the m on th ly  average production tax value for each BTU equivalent barrel is 

m ore than $30 under that subsection. I f  the state received  an additional am ount, the 

departm ent shall no tify  the legislature o f  that am ount.

(b) T he leg isla tu re  m ay appropriate 50 percent o f  the am ount identified by the 

D epartm ent o f  R evenue under (a) o f  th is section to the earnings reserve account 

established under A S 37.13.145.

(c) N oth ing  in this section requires that m oney  be appropriated o r creates a 

dedicated hind."

-1-
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2 Renumber the fo llow ing bill sections accordingly.

3

1

4 Page 47, line 29:

5 D elete "sec. 55"

6 Insert "sec. 56"

7

8 Page 47, line 30:

9 D elete  "secs. 15 - 27, 29 - 42, and 49 - 60"

10 Insert "secs. 16 - 28, 30 - 43, and 50 - 61"

11
12 Page 48, line 1:

13 D elete "Sections 43 and 45"

14 Insert "Sections 44 and 46"

15

16 Page 48, line  2:

17 D elete "sec. 43"

18 Insert "sec. 44"

19

20  Page 48, line  3:

21 D elete "sec. 45"

22 Insert "sec. 46"

23 D elete "secs. 43 and 45"

24 Insert "secs. 44 and 46"

25

26 Page 48, line 5:

27 D elete "Sections 34 - 37, 39, and 41"

28 Insert "Sections 35 - 38, 40, and 42"

29

30 Page 48, line 8:

31 D elete "sec. 47"

L -2 -
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Page 48, line 10:

D elete  "secs. 14 and 47"

Insert "secs. 15 and 48"

Page 48, line 12:

D elete "sec. 44" in both places 

Insert "sec. 45" in both places

Page 48, line 15:

D elete  "sec. 46"

Insert "sec. 47"

Page 48, line 16:

D elete  "sec. 46"

Insert "sec. 47"

Page 49, line 11:

D elete  "sec. 21" in both  places 

Insert "sec. 22" in both places

Page 49, line 13:

D elete "sec. 21"

Insert "sec. 22"

Page 49, line 15:

D elete "sec. 55"

Insert "sec. 56"

Insert "sec. 48"

Page 49, line 16:

L -3-
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1 D elete "sec. 68"

2 Insert "sec. 69"

3

4 Page 49, line 17:

5 D elete "secs. 15 - 27, 29 - 4 2 ,4 9  - 54, and 56 - 60"

6 Insert "sers. 16 - 28, 30 - 43, 50 - 55, and 57 - 61"

7 Delete "sec. 55"

8 Insert "sec. 56"

9

10 Page 49, line 18:

11 D elete "sec. 68"

12 Insert "sec. 69"

13

14 Page 49, lines 2 6 - 2 7 :

15 D elete "secs. 15 - 2 7 ,2 9  - 42, and 49 - 60"

16 Insert "secs. 16 - 28, 30 - 43 , and 50 - 61"

17

18 Page 49, line 29 :

19 D elete "sec. 55"

20 Insert "sec. 56"

21
22 Page 50, lines 15 - 16:

23 D elete "Sections 29 and 38"

24 Insert "Sections 30 and 39"

25

26 Page 50, line 17:

27 D elete "sec. 55"

28 Insert "sec. 56"

29

30 Page 50, line 19:

31 D elete "secs. 15 - 27, 29 - 42 , and 49 - 60"

L -4-
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1 Insert "secs. 16 - 28, 30 - 43, and 50 - 61"

2
3 Page 50, line 21:

4 Delete "Section 28"

5 Insert "Section 29"

6
7 Page 50, line 22:

8 Delete "sec. 69"

9 Insert "sec. 70"

(



6̂ L e d  • V t -vV-«\ vOkU. C t > ^  M S o M

• Q j u \ * < ^

A M E N D M E N T  j j f  I 4  ~  \ D ~ ~

O FFERED  IN TH E SEN A TE

TO: SCS CSHB 2001 (F IN ), V ersion “F”

P ag e  2 , line  9

D ele te : “Ju n e  3 0 ,2 0 0 7 ”

In se rt: “ D e c e m b e r 3 1 , 2 0 0 7 ”

( y O O -

P age  4 7 , line  31

D ele te : “Ju n e  3 0 ,2 0 0 7 ” 

Insert: “D e c e m b e r 3 1 , 2 0 0 7 ”

P ag e  49 , line  27

D ele te : “Ju ly  1 ,2 0 0 7 ”

Insert: “Ja n u a ry  1 ,2 0 0 8 ”

P ag e  50, lin e  20

D ele te : “J u ly  1 ,2 0 0 7 ” 

Insert: “ Ja n u a ry  1 ,2 0 0 8 ’

1 \ 6 U 4
j
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Luckhaupt/Bullock

11/15/07

A M E N D M E N T

OFFERED IN THE SEN A TE

TO: SCS CSHB 2001 (FIN )

1 Page 1, line 12:

2 Delete "sec. 47"

3 Insert "sec. 48"

4

5 Page 2, line 3.:

6 Delete "sec. 68"

7 Insert "sec. 69"

8
9 Page 33, following line 27:

10 Insert a new bill section to read:

11 "* Sec. 47. AS 43.55 is am ended by  adding a new  section to read:

12 Sec. 43.55.055. Penalty for understatement of U ix^(a) In addition to other

13 penalties prescribed by (aw, if  there is a substan tia l understatem ent o f  tax required  to

14 be shown on a sta tem ent required under AS 43.55.030(a), there shall be added to the

15 tax an amount equal to 10 percent o f  the substantial understatem ent o f  tax.

16 (b) In addition  to other penalties prescribed by law , i f  there is a gross

17 understatem ent o f  tax required to be show n on a statem ent required under

18 AS 43.55.030(a), there  shall be added to  the tax an am ount equal to 20 percent o f  the

19 gross understatem ent o f  tax.

20 (c) In addition  to the penalties im posed under (a) or (b) o f  this section, a

21 person who has m ade a substantial or gross understatem ent o f  tax is liable to the state

22 for the reasonable costs o f  the state's enforcem ent action, including auditing costs.

22 (d) For purposes o f  this section,

L -1-



1 (1) a substantial understatem ent o f  tax for any calendar y e a r  exists i f

2 the am ount o f  the understatem ent for the Calendar year exceeds 10 percen t o f  the tax

3 required to be show n on the statem ent for the calendar year;

4 (2) a gioss understatem ent o f  tax for any calendar year exists i f  the

5 am ount o f  the understatem ent for the calendar year exceeds 20 pe rcen t o f  the tax

6 required to be shown on the statem ent for the calendar year;

7 (3) "understatem ent" m eans the am ount by which the tax required to

8 be show n on the statem ent for the calendar year exceeds the am oun t o f  the tax

9 reported as due by the taxpayer as show n on the statem ent."

10
11 R enum ber the follow ing bill sections accordingly.

12
13 Page 47, line 29:

14 D elete "sec. 55"

15 Insert "sec. 56"

16

17 Page 47, line 30:

18 D elete "49 - 60"

19 Insert " 5 0 -6 1 "

20
21 Page 48, fo llow ing line 4:

22 Insert a new  subsection to read:

23 "(d) AS 43.55.055, enacted by sec. 47 o f  this Act, applies to understa tem ents m ade

24 after the effective date o f  sec. 47 o f  this A ct."

25

26 Reletter the follow ing subsections accordingly.

27

28 Page 48, line 8:

29 D elete "sec. 47"
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1
2
3

4

5

6
7

8 
9

10
11
12
13

14

15

16

17

18

19

20 
21 
22
23

24

25

26

27

28

29

30

31

Page 48, line 10:

D elete "47"

Insert "48"

Page 49, line 15:

D elete "sec. 55"

Insert "sec. 56"

Page 49, line 16:

D elete "sec. 68"

Insert "sec. 69"

Page 49, line 17:

D elete "49 - 54, 56 - 60" 

Insert " 5 0 -5 5 , 5 7 - 6 1 "  

D elete "sec. 55"

Insert "sec. 56"

Page 49, line 18:

Delete "sec. 68"

Insert "sec. 69"

Page 49, line 27:

D elete "49 - 60"

Insert "50 - 61"

Page 49, line 29:

D elete "sec. 55 

Insert "sec. 56"

Page 50, line 17:





25-GH0014\F.22
Cook/Bullock

11/15/07

O FFER ED  IN THE SEN ATE

TO: SCS CSHB 2001 (FIN )

1 Page 12, line 19:

2 Delete "$90"

3 Insert "$92.50"

4

5 Page 12, line 22:

6 Delete "$90"

7 Insert "$92.50"

8 Delete "24"

9 Insert "25"

10
11 Page 12, line 25:

12 Delete "$90"

13 Insert "$92.50"

A M E N D M E N T  f t / )  C -

s e h  , 5  i p j w / 7 .

-l-
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Cook/Bullock

11/15/07
I

O FFER ED  IN THE SEN A TE

TO: SCS CSHB 2001 (FIN)

Page 2, line 3:

D elete "sec. 68"

Insert "sec. 69"

.  u .
A M E N D M E N T

*  O-WWUa J L  lV «^ i

Page 11, lines 1 4 -2 2 :

D elete all material and insert:

"* Sec. 15. AS 43.55.011(e) is repealed and reenacted to read:

(e) There is levied on the  producer o f  oil o r gas a tax fo r all oil and gas

produced each calendar year from  each lease o r property  in the sta te , less any oil and

gas the ownership o r right to w hich is exem pt from  taxation o r  constitu tes a 

landowner's royalty interest. E xcept as otherw ise provided  under (f), (j), and (k) o f  th is 

section, the tax is equal to the sum  o f

(1) the annual p roduction  tax value  o f  the taxab le  oil and gas as

calculated under A S 43 .55 .160(a)(1) m ultiplied by  25 percent; and

(2) the sum , over all m onths o f  the calendar year, o f  th e  tax am ounts 

determ ined under (g) o f  this section."

Page 12, lines 1 4 -2 6 :

D elete all material and insert:

"* Sec. 17. AS 43.55.011(g) is repealed and reenacted to read:

"(g) For each m onth o f  the  calendar year for which the p roducer's  average 

m onthly production tax value under A S 43.55 .160(a)(2) per BTU equ ivalen t barrel o f  

the taxable oil and gas is m ore than $30, the am ount o f  tax for pu rposes o f  (c) o f  th is

L -1-
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1 section is determ ined by m ultiplying the m onth ly  production tax value o f  the  taxable

2 oil and gas produced during  the m onth by the tax rate calculated as follow s:

3 (1) i f  the producer's average m onth ly  production tax value per BTU

4  equivalent barrel o f  the taxable oil and gas for the m onth is not m ore than $90, the  tax

5 rate is 0.4 percent m ultip lied  by the num ber that represents the d ifference betw een that

6  average m onthly p roduction  tax value per BTU equivalent barrel and $30; o r

7 (2) i f  the producer's average m onth ly  production tax value per BTU

8 equivalent barrel o f  the taxable oil and gas for the m onth  is m ore than $90, the  tax rate

9 is the sum of 24 percent and the product o f  0.1 percent m ultiplied by the num ber that

10 represents the d ifference  betw een the average m onthly  production tax value  per BTU

11 equivalent barrel and $90, except that the sum  determ ined under this parag raph  m ay

12 not exceed 50 pe rcen t."

13

14 Page 15, line 4:

15 D elete "the total tax rate  for the m onth determ ined in"

16 Insert "the sum o f  25 percen t and the tax rate calculated for the m onth under"

17

18 Page 15, line 19:

19 D elete "the total tax rate  for the m onth determ ined in"

20 Insert "the sum o f  25 percent and the tax rate  calculated for the m onth under"

21
22 Page 15, line 30:

23 D elete "the total tax ra te  for the m onth determ ined in"

24 Insert "the sum o f  25 percent and the tax rate  calculated for the m onth under"

25

26 Page 39, follow ing line 6:

27 Insert a new bill section  to read:

28 "* Sec. 52. AS 43.55.160(c) is am ended to read:

29 (c) N otw ithstanding any contrary provision o f  A S 43.55.150, for pu rposes o f

30 calculating a m onthly production  tax value under (a)(2) o f  this section, the g ross value

31 at the point o f  production o f  the oil and gas [TA X A B L E UN DER A S 4 3 .5 5 .0 1 1(g)] is

25-OH0014\F.21
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1 calculated under regulations adopted by the departm ent that p rov ide fo r  u sing  an

2 appropriate m onth ly  share o f  the producer's costs o f  transportation for th e  calendar

3 year."

4

5 Renum ber the following bill sections accordingly.

6
7 Page 39, line 10:

8 Delete "a [AN ANNUAL]"

9 Insert "an annual"

10
11 Page 47, line 23:

12 Delete "43.55.160(c),"

13

14 Page 47, line 29:

15 Delete "sec. 55"

16 Insert "sec. 56"

17

18 Page 47, line 30:

19 Delete "49 - 60"

20 Insert " 4 9 -6 1 "

21
22 Page 49, line 15:

23 Delete "sec. 55"

24 Insert "sec. 56"

25

26 Page 49, line 16:

27 Delete "sec. 68"

28 Insert "sec. 69"

29

30 Page 49, line 17:

31 Delete "49 - 54, 56 - 60"

%

25*GH00!4\F.21
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1 Insert " 4 9 - 5 5 ,5 7 - 6 1 "

2 Delete "sec. 55"

3 Insert "sec. 56"

4

5 Page 49, line 18:

6 Delete "sec, 68"

7 Insert "sec. 69"

8
9 Page 49, line 27:

10 Delete "49 - 60"

11 Insert "4 9 -6 1 "

12
13 Page 49, line 29:

14 D elete "sec. 55"

15 Insert "sec. 56"

16

17 Page 50, line 17:

18 D elete "sec. 55"

19 Insert "sec. 56"

20
21 Page 50, line 19:

22 D elete "49 - 60"

23 Insert "4 9 -6 1 "

24

25 Page 50, line 22:

26 D elete "sec. 69"

27 Insert "sec. 70"

25-GH0014\F.21
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A M E N D M E N T

TO: SCS CSHB 2001 (FIN )

Page 14, line 10:

Delete “oil or”

Page 14, line 16:

Delete “oil or”

Page 14, lines 1 6 -1 7 :

Delete “and (k)”

Page 50, line 12, following “by the regulation .;

Insert “The departm ent shall adop t regulations governing the use o f  tax  c red its  

under AS 43.55 for a calendar year fo r w hich  the applicable tax credit p ro v is io n s  o f  A S 

43.55 differ as between parts o f  the y ear as a result o f  the retroactive ap p lica tion  o f  a 

provision o f  this Act.”

OFFERED IN THE SENATE

* ° |
BY SEN ATO R ST E D M A N

U . t .

11/15/07



OFFERED IN TH E SENATE 

TO: SCS CSHB 2001 (FIN )

f Y \

A M E N D M E N T  $ £
/z*&: / / -  3

(E l ̂ Sw / ^ u ^ , f
^ > v  4 ^ - u .  i r < s

Page 47, line 25:

Delete all material.

Renumber the following bill sections accordingly.
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25-GH0014\F.7
Luckhaupt/Bullock
v / 11/15/07

O FFE R E D  IN THE SE N A T E

TO: SCS CSHB 2001 (FIN )

BY SEN A TO R  W IE L E C H O W SK I

O vjl& iV  r ^ v

Page 1, line 6, follow ing "tupervlsors;":

Insert "establishing an oil and gas tax credit fund and authorizing payment from
that fund;"

Page 1, line 12:

Delete "sec. 47"

Insert "sec. 49"

Page 2, line 3:

Delete "sec. 68"

Insert "sec. 71"

Page 19, line 24, follow ing "payment":
Insert "under AS 43.55.028"

Page 20, follow ing line 30:

Insert a new bill section to  read:

"* Sec. 28. AS 43.55.023(g) is am ended to  read:

(g) The issuance o f  a transferrb le  tax credit certificate under (d) o f  this section  

o r the purchase of a certificate [ISSU A N CE O F A CA SH  R EFU N D ] under 

A S 43.55.028 [(f) O F  T H IS SEC TIO N ] does not lim it the departm ent's ability to later 

audit a tax credit claim  to w hich the certificate relates o r to adjust the claim  i f  the 

departm ent determ ines, as a result o f  the audit, that the applicant w as not entitled  to



1 the  am ount o f  the  credit for which the certificate  was issued. T he tax liab ility  o f  the

2 applicant under AS 43.5S.011(e) and 43 .55 .017  - 43.55.180 is increased b y  the  am ount

3 o f  the credit that exceeds that to w hich  the  applicant was entitled, o r th e  applicant's

4 availab le  valid  outstanding credits applicable  against the tax levied by

5 A S 4 3 .5 5 .0 1 1(e) are reduced by that am ount. I f  the applicant's tax liab ility  is increased

6 under this subsection, the increase bears in terest under AS 43.05.225 from  th e  date the

7 transferab le tax credit certificate w as issued. For purposes o f  th is subsection , an

8 applicant that is an explorer is considered  a producer subject to  the tax  levied by

9 AS 4 3 .5 5 .0 1 1(e)."

10
11 Renum ber the fo llow ing bill sections accordingly.

12
13 Page 29, fo llow ing line 31:

14 Insert a  new  bill section to read:

15 "* Sec. 44 . A S 43.55 is am ended by adding a new  section to read:

16 Sec. 43.55.028. Oil and gas tax credit fund established; cash purchases of
17 tax credit certificates, (a) The oil and gas tax credit fund is established as  a  separate

18 fund o f  the state. The purpose o f  the fund is to purchase certain tran sferab le  tax credit

19 certificates issued under AS 43.55.023 and certain  production tax  credit certificates

20  issued under A S 43.55.025.

21 (b) T he oil and gas tax credit fund consists o f

22 (1) m oney appropriated to the fund, including any app rop ria tion  o f  the

23 percentage p rovided  under (c) o f  this section  o f  all revenue from  taxes levied by

24 AS 43.55.011 that is not required to be  deposited  in the constitutional b udget reserve

25 fund established in art. IX, sec. 17(a), C onstitu tion  o f  the State o f  A laska; and

26 (2) earnings on the fund.

27 (c) T he applicable percentage for a fiscal year under (b)(1) o f  th is section  is

28 determ ined  w ith reference to the average p rice  o r value forecast by  the  departm en t for

29 A laska N orth  S lope oil sold or o therw ise d isposed  o f  on the United S tates W est C oast

30 during the fiscal year for which the appropriation  o f  revenue from  taxes lev ied  by

31 AS 43.55.011 is m ade. If  that forecast is

25-GHOOI4\F.7
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(1) $60 a barrel o r h igher, the applicable percentage is 10 percen t;

(2) less than $60 a barrel, the applicable percentage is IS percent.

(d) T he  departm ent shall m anage  the fund.

(e) T he departm ent, on  the w ritten  application o f  the person  to  w hom  a 

transferable tax credit certificate has been  issued under AS 43 .55 .023(d ) o r a 

production tax credit certificate has been  issued under AS 43 .55 .025(f), m ay  use 

available m oney in the oil and gas tax cred it fund to purchase, in w ho le  o r in  part, the 

certificate if  the departm ent finds that

(1) the calendar year o f  the purchase is not earlie r than  the first 

calendar year for w hich the credit show n on the certificate w ould o therw ise  b e  allow ed 

to be applied against a tax;

(2) w ithin 24 m onths after applying for the transferab le  tax  credit 

certificate or filing  a claim  for the production  tax credit certificate, the  applicant 

incurred a qualified  capital expenditu re  o r w as the successful b id d e r  on  a bid 

subm itted for a lease on state land under A S 38 .05 .180(0 ;

(3) the am ount expended for the purchase w ould not exceed  the total o f  

qualified capital expenditures and successfu l bids described in  (2) o f  th is  subsection  

that have not been  the subject o f  a find ing  m ade under this paragraph for pu rposes o f  a 

previous purchase o f  a certificate;

(4) the applicant does not have an outstanding liability  to  the  state  for 

unpaid delinquent taxes under th is title;

(5) the applicant's to tal tax liability  under AS 4 3 .5 5 .0 1 1(e), after 

application o f  all available tax credits, for the calendar year in w hich the  app lication  is 

m ade is zero;

(6) the applicant's average  daily  production o f  oil and gas taxable 

under AS 43 .55 .011(e) during the calendar year preceding the ca lendar y ear in w hich 

the application is m ade w as not m ore  than  50,000 BTU equivalent barrels; and

(7) the purchase is consisten t w ith this section and regu la tions adopted 

under this section.

(f) M oney in the fund rem ain ing  at the end o f  a fiscal year does not lapse and 

rem ains available for expenditure in successive fiscal years.



1 (g) T he departm ent m ay adopt reguluiions to  c a n y  ou t the purposes o f  this

2 section, including standards and procedures to allocate availab le  m oney  among

3 applications for purchases the  total am ount o f  w hich exceeds the  am ount o f  available

4 m oney in the fund.

5 (h) N othing in this section creates a dedicated fund.

6 (i) In this section, "qualified capital expenditure" has the  m ean ing  given in

7 AS 43.55.023."

8
9 Renum ber the following bill sections accordingly.

10
11 Page 47, follow ing line 24:

12 Insert a  new bill section to read:

13 "* Sec. 63. AS 43 .55 .023(0  is repealed."

14

15 Renum ber the follow ing bill sections accordingly.

16

17 Page 47, line 29:

18 Delete "sec. 55"

19 Insert "sec. 57"

20
21 Page 47, line 30:

22 D elete "29 - 42, and 49  - 60"

23 Insert " 3 0 -4 3 , and 5 1 - 6 2 "

24

25 Page 48, line 1:

26 D elete "Sections 43 and 45"

27 Insert "Sections 45 and 47"

28

29 Page 48, line 2:

30 Delete "sec. 43"
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2 Page 48, line 3:

3 Delete "sec. 45"

4  Insert "sec. 47"

5 Delete "secs. 43 and 45"

6 Insert "secs. 45 and 47"

7

8 P age 48, line 5:

9 Delete "Sections 34 - 37, 39, and 41"

10 Insert "Sections 35 - 38, 40 , and 42"

11

12 P age 48, line 8:

13 Delete "sec. 47"

14 Insert "sec. 49"

15

16 P age 48, line 10:

17 Delete "47"

18 Insert "49"

19

20  Page 48, line 12:

21 Delete "sec. 44" in both p laces

22 Insert "sec. 46" in bo th  p laces

23

24 Page 48, line 15:

25 Delete "sec. 46"

26 Insert "sec. 48"

27

28 Page 48, line 16:

29 Delete "sec. 46"

30 Insert "sec. 48"

31

1
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1 Page 48, follow ing line  16:

2 Insert a new subsection  to read:

3 "(h) I f  an app lication  m ade under AS 43 .55 .023(f) is received by the D epartm ent o f

4 Revenue before January  1, 2008, and is still ou tstanding  on that date, the application is

5 considered to be an app lication  under AS 43 .55.028, enacted by sec. 44 o f  this A ct."

6

25-GH0014\F.7

7 Page 49, line 15:

8 D elete "sec. 55"

9  Insert "sec. 57"

10
11 Page 49, line 16:

12 D elete "sec. 68"

13 Insert "sec. 71"

14

15 Page 49, line 17:

16 D elete "29 - 4 2 ,4 9  - 54, 56 - 60"

17 Insert "30 - 43, 51 - 5 6 ,5 8  -6 2 "

18 D elete "sec. 55"

19 Insert "sec. 57"

20
21 Page 49, line 18:

22  D elete "sec. 68"

23 Insert "sec. 71"

24

25 Page 49, lines 26 - 27:

26 D elete "29 - 42, and 49  - 60"

27 Insert " 3 0 -4 3 , and 51 - 62"

28

29  Page 49, line 29:

30  D elete "sec. 55"

31 Insert "sec. 57"
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2 Page 50, lines 15 - 16:

3 Delete "Sections 29 and 38"

4 Insert "Sections 30 and 39"

5

6 Page 50, line 17:

7 Delete "sec. 55"

8 Insert "sec. 57"

9

10 Page 50, line 19:

11 Delete "29 - 42, and 49 - 60"

12 Insert "30 * 43, and 51 - 62"

13

14 Page 50, line 21:

15 Delete "Section 28 o f  this A ct takes"

16 Insert "Sections 28 ,2 9 , 44, and 63 o f  this A ct take"

17

18 Page 50, line 22:

19 Delete "sec. 69"

20 Insert "sec. 72"

1
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Cook/Bullock

11/15/07

TO: SCS CSHB 2001 (FIN)

1 Page 25, line 3: » >

2 Delete "spudding the well" ^

3 Insert "the well is spudded"

4

5 Page 25, line 8:

6 Delete "and"

7

8 Page 25, lines 9 -15 :

9 Delete all material and insert:

10 "(ii) at the tim e  o f  the submittal o f  in fo rm ation  u nder (i)

11 o f  this subparagraph, the com m issioner o f  natural resou rces m ay

12 request from  the explorer that specific data sets, ancilla ry  data , and

13 reports including all resu lts , and copies o f  well data  co llected  and data

14 analyses for the w ell be provided to the D epartm ent o f  N atural

15 R esources upon com pletion  o f  the drilling; in th is sub-subparagraph ,

16 well data include all analyses conducted on physical m ateria l, and well

17 logs collected from  the  w ell and sam ple analyses; testing  geophysical

18 and velocity data includ ing  vertical seism ic profiles and  check shot

19 surveys; testing data and analyses; age data; geochem ical analyses; and

20 access to tangible m aterial; and

21 (iii) the com m issioner o f  natural resources m ust m ake

22 an affirm ative determ ination  as to whether the geological o b jec tive  o f

23 the well is a potential oil o r  gas trap that is distinctly separate  from  any
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1 trap that has been tested by  a preexisting well and w hat inform ation

2 under (ii) o f  this subparagraph  must be submitted by the  exp lo rer after

3 completion, abandonm ent, or suspension under A S 31.05 .030; the

4 com m issioner o f  natural resources shall make that de term ination  within

5 60 days after receiving all the necessary inform ation from  the explorer

6 based on the inform ation received and on o ther in form ation  the

7 com m issioner o f  natural resources considers relevant;"

8
9 Page 25, line 21, following "abandonm ent":

10 Insert "under AS 31.05.030"

11
12 Page 25, line 23:

13 D elete "adequately achieved"

14 Insert "was consistent with achieving"

15

16 Page 25, line 30, following "section;":

17 Insert "in addition, the explorer shall submit information necessary for the

18 commissioner of natural resources to evaluate the validity of the explorer's compliance

19 with the requirements of this section;"

20
21 Page 26, line 28, through page 27, line 5:

22 Delete all material and insert:

23 "(ii) well data include all analyses conducted on

24 physical material, and well logs collected from the well, results, and

25 copies of data collected and data analyses for the well, including

26 well logs; sample analyses: testing geophysical and  velocity data

27 including seismic profiles and check shot surveys: testing data and

28 analyses: age data: geochemical analyses: and tangible m aterial:"
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Kane/Bu!lock

U/15/07

a m e n d m e n t

O FFER ED  IN TH E SE N A T E  ^  . . p i ^ J

TO : SCS CSH B 2001 (FIN ) V *  ‘

Page 33, line 31: 

D elete "four" 

Insert "six" 

D elete "latest"
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Mischel/Bullock

11/15/07

A M E N D M E N T

A ' V '

OFFERED IN THE SEN A TE BY SENATOR W J E ts e n C W S K I

TO: SCS CSHB 2001 (FIN)

Page 21, line 12:

Delete "April 1.2006"

Insert "January 1. 2008"

Page 21, lines 16 - 17:

Delete "are incurred during the calendar year for which the credit is taken"

Insert "were incurred after March 31. 2006. and before .lamia- ■ 1, ?nn« [ARE 

INCURRED DU RING T H E CA LEN DAR Y EAR FO R W HICH  TH E C R E D IT  IS T A K E N ]"
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25-GH0014VF.18
Cook/Bullock

11/15/07

A M E N D M E N T

BY S E N A T O R  FR E N C H f

V l -  %

OFFERED IN THE SEN A TE

TO: SCS CSHB 2001 (FIN)

1 Page 2, line 3:

2 Delete "sec. 68"

3 Insert "sec. 69"

4

5 Page 45, following line 5:

6 Insert a new  bill section to read:

7 "* Sec. 57. AS 43.55.165 is am ended by adding new  subsections to read:

8 (k )  For purposes o f  AS 43.55.160, for a calendar year afte r 2006 and before

9 2010, a producer's total lease expenditures, before adjustm ent u nder AS 43.55.170,

10 that are applicable to oil and gas produced by the producer from  all leases or

11 properties from w hich 1,000,000,000 BTU  equivalent barrels o f  oil o r  gas have been

12 cumula vely produced by the close o f  2006 and from which the average  da ily  oil and

13 gas production during  2006 exceeded 100,000 BTU equivalent barre ls as the unit

14 boundaries were defined on January 1, 2007, are determ ined r H e r  th is  subsection  and

15 (/) o f  this section. Except as o therw ise provided under (/) o f  th is  section, the

16 producer's total lease expenditures, o ther than qualified capital expend itu res, (1) for

17 calendar year 2007, are equal to the product o f  1.37 m ultip lied  by  the total lease

18 expenditures for calendar year 2006, o ther than qualified capital expend itu res, that are

19 applicable to oil and gas produced by the producer from all leases o r p roperties  w ithin

20 the unit, as reported on the producer's statem ent under AS 43 .55 .030(a) fo r calendar

21 year 2006, and (2) for a calendar year after 2007, are equal to the  p roduct o f /l .0 3

22 multiplied by the total lease expenditures, o ther than qualified cap ital expenditu res,

23 determined for the  previous calendar year under this subsection. T h e  producer's  total

-1-



I
25-GH0014\F.18

1 lease expenditures for a calendar year after 2006 that are applicable to oil and gas

2 produced by the p roducer from  all leases o r properties w ithin a unit subject to this

3 subsection are the sum o f  the producer's qualified capital expenditures incurred during

4 the calendar year that are  applicable to that oil and gas plus the lease expenditures,

5 other than qualified capital expenditures, that are applicable to that oil and gas as

6 determined under this subsection and (/) o f  this section. If  a producer w hose lease

7 expenditures for 2006 are used to determ ine lease expenditures for a later calendar

8 year under this subsection transfers an interest in an affected lease o r property  to a

9 different producer or i f  the unit area o f  the applicable unit is changed from  the area as

10 it existed on D ecem ber 31, 2006, the transferee's lease expenditures applicable to oil

11 and gas produced by the transferee from  the lease or property and a producer's lease

12 expenditures applicable to oil o r gas produced from a lease o r p roperty  w ithin a unit

13 area as it existed on D ecem ber 31, 2006, continue to be determ ined under this

14 subsection using those 2006 lease expenditures. In this subsection, "qualified  capital

15 expenditures" has the m ean ing  given in AS 43.55.023.

16 (/) If, after aud it by  the departm ent o f  a producer's sta tem ent o r am ended

17 statement under AS 43 .55 .030(a) for calendar year 2006, the departm ent finally

18 determines that the reported  am ount o f  total lease expenditures, o ther than qualified

19 capital expenditures, for calendar year 2006 applicable to oil and gas produced by the

20 producer from all leases o r properties w ithin a unit subject to  (k) o f  th is section

21 exceeds by m ore than 10 percent the actual am ount o f  those lease expenditures, o ther

22 than qualified capital expenditu res, the producer or transferee, as applicable, shall (1)

23 substitute the actual am ount o f  those lease expenditures, o ther than  qualified  capital

24 expenditures, for purposes o f  the calculations set out in (k) o f  th is section, and (2) file

25 amended statements for affected past tax periods within 60 days after the final

26 determination. T he com m issioner m ay adjust the deduction app licab le  under (k) o f

27 this section on changes in  unit boundaries."

28

29 Renum ber the following bill sections accordingly.

30

31 Page 47, line 30:

* '
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1 Delete "4 9 -6 0 "

2 Insert "49 -61"

3

4 Page 49, line 16:

5 Delete "sec. 68"

6 Insert "sec. 69"

7

8 Page 49, line 17:

9 Delete "56 - 60"

10 Insert "56 -61"

11
12 Page 49, line 18:

13 Delete "sec. 68"

14 Insert "sec. 69"

15

16 Page 49, line 27:

17 Delete "49 - 60"

18 Insert "49 - 61"

19

20 Page 50, line 19:

21 Delete "49 - 60"

22 Insert "49 - 61"

23

24 Page 50, line 22:

25 Delete "sec. 69"

26  Insert "sec. 70"

25-GHOOI4\F.18
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25-0110014\F. 15 
Cook/Bullock 

11/15/07

AMENDMEN  1 ^  2 , A

OFFERED IN THE SENATE BY SEN A TO R FR EN C H  t ( T b > \
/

p i  y f\y iJ i/TO: SCS CSHB 2001 (FIN )

*  l l . i

Page 39, line 27, through page 41, line 10:

Delete all material and insert:

"* Sec. 53. AS 43.55.165(a) is repealed and reenacted to read:

(a) Except as provided in (k) and (I) o f  this section, for purposes o f  this 

chapter, a producer's lease expenditures for a calendar year are

(1) costs, other than items listed in (e) o f  this section, that arc

(A) incurred in the state by the producer during the calendar 

year after M arch 31, 2006, to explore for, develop, or produce oil o r  gas 

deposits located  w ithin the producer's leases or properties in the state or, in the 

case o f  land in w hich the producer does not ow n an operating  right, opera ting  

interest, o r w orking  interest, to explore for oil or gas deposits w ithin o ther land 

in the state; and

departm ent's determ ination that the costs satisfy  the follow ing th ree 

requirem ents:

(B) allow ed by the departm ent by regulation, based on  the

(i) the costs m ust be incurred upstream  o f  the poin t o f  

p roduction  o f  oil and gas;

(ii) the costs m ust be ord inary  and necessary costs o f  

exp loring  for, developing, or producing, as applicable, oil o r gas 

deposits; and

(iii) the costs m ust be direct costs o f  exploring for, 

developing, or producing, as applicable, oil or gas deposits; and

(2) a reasonab le  allowance for that calendar year, as determ ined u nder
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regulations adopted by the departm ent, for overhead expenses that are d irec tly  related 

to exploring for, developing, or producing, as applicable, the oil or gas deposits.

* Sec. 54. AS 43 .55 .165(b) is am ended to read:

(b) For purposes o f  (a) o f  this section,

( I )  direct costs include

(A) an expenditure, when incurred, to acquire an item  i f  the 

acquisition cost is otherw ise a direct cost, notw ithstanding that the expenditu re  

may be required to be capitalized rather than treated as an expense for financial 

accounting or federal incom e tax purposes;

(B) paym ents o f  or in lieu o f  property taxes, sa les and use 

taxes, m otor fuel taxes, and excise taxes;

[(C) A REA SO N A BLE A LLOW AN CE, AS D E T E R M IN E D  

UNDER R E G U LA TIO N S A D O PTED  BY TH E D E PA R T M E N T , FOR 

OV ERH EA D  EX PEN SES D IRECTLY RELA TED  TO E X PL O R IN G  FO R, 

D EV ELO PIN G , AND PR O D U CIN G  OIL OR GAS D E PO SITS L O C A T ED  

W ITHIN LEA SES OR PR O PERTIES OR O THER LAND IN T H E  ST A T E ;]

(2) an activity does not need to be physically located on, near, or 

within the prem ises o f  the lease or property w ithin which an oil or gas deposit being 

explored for, developed, or produced is located in order for the cost o f  the ac tiv ity  to 

be a cost upstream  o f  the point o f  production o f  the oil or gasj

(3) in d e te rm in in g  w h e th e r  costs a re  lease e x p e n d itu re s , th e  

d ep artm en t m ay  c o n s id e r , am o n g  o th e r  fac to rs , the

(A) typ ica l in d u s try  p rac tic e s  an d  s ta n d a rd s  in  th e  s ta te  

th a t d e te rm in e  th e  costs, o th e r  th a n  item s lis ted  in (e) o f  th is  sec tio n , th a t  

an o p e ra to r  is allow ed to bill a p ro d u c e r  th a t  is no t th e  o p e ra to r ,  u n d e r  

un it o p e ra tin g  ag reem en ts  o r  s im ila r  o p e ra tin g  ag re e m e n ts  th a t  w e re  in 

effect b e fo re  D ecem ber 2, 2005, an d  w ere  su b jec t to n e g o tia tio n  w ith  a t 

least one p ro d u c e r  w ith  su b s ta n tia l b a rg a in in e  pow er, o th e r  th a n  the  

o p e ra to r; a n d

(B) s ta n d a rd s  a d o p te d  by  the  D e p a r tm e n t o f  N a tu ra l

R esources th a t  d e te rm in e  the  costs, o th e r  th a n  item s lis ted  in  (e) o f  th is



A

section, th a t a lessee is a llow ed  to  deduct from  revenue in c a lc u la tin g  net 

profits u n d e r  a lease issued  u n d e r  AS 38.05.180(f)(3)(B), (D), o r  (E ) ."

Page 41, lines 23 - 26:

Delete all material and insert:

"(6)_ costs arising from  fraud, wilful m isconduct, [O RJ gross 

nculiuence, Violation o f law ^ o r fa ilu re  to  com ply w ith an ob liga tion  u n d e r  a lease, 

p e rm it, o r license issued hy the  s ta te  o r  fed era l governm en t;"

25-GHOOI4\F.I5

,10

A

Page 42, lines 6 - 7 :

Delete all material and insert:

"(12) an e x p e n d itu re  o th erw ise  deductib le  u n d e r  (b) o f  th is  section 

th a t  is a result of [FOR A TR A N SA C T IO N  THAT IS] an internal transfer, a 

tra n sa c tio n  w ith an a ffilia te , o r  a tra n sa c tio n  betw een re la te d  p a r t ie s ,  or is 

otherw ise not an arm's length transaction , unless the p ro d u c e r  e s ta b lish e s  to  the 

satisfaction  of the  d e p a r tm e n t th a t  th e  a m o u n t o f the  ex p e n d itu re  does  n o t  exceed 

the  [EXPENDITURES IN C U R R ED  T H A T  ARE IN EXCESS OF] fair m arke t value 

o f th e  ex p en d itu re ;"

Page 45, lines 7 - 8:

D elete "(a) Unless the paym ent or credit has already been subtracted in calculating 

billable or billed costs under AS 43.55.165(c) [OR (d)], a"

Insert "(a) A [UNLESS TH E PA Y M E N T  OR CREDIT HAS A L R E A D Y  BEEN 

SU BTR A CTED  IN C A LC U LA TIN G  B ILLA B LE OR BILLED C O ST S UNDER 

AS 4 3 .5 5 .165(c) OR (d), A]"

Page 47, line 23. following "43.55.160(c),": 

Insert "43.55.165(c),"
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Chenoweth/Bullock 
11/15/07

A M E N D M E N T  I

OFFERED IN THE SENATE BY SEN A TO R  T H O M A S

TO: SCS CSHB 2001 (FIN ) a n d ^ e n a ^ r  O \ ^ o f \
(A J i  I V j ^ v x

A  V
Page 1, line 2, following "oil;": " Y " \ \ V  \

Insert "providing a limit on the amount of tax that may be levied on the

3 production of certain gas that is produced outside of the Cook Iniet sedim entary basin;"

4

5 Page 1, line 11, following "INTENT.":

6 Insert "(a) It is the intent o f  the legislature that the provisions o f  this A ct w ill

7 (1) ensure a fair and equitable m eans o f  assessing and taxing A lask a 's  oil and

8 gas resources; and

9 (2) encourage the availability  to A laska's citizens o f  affordable gas p roduced ,

10 transported, and consumed w ithin the sta te , o n e  +«w»rds rc » so n » b ie  a n d
VV

12 Reletter the following subsections accordingly.

13

14 Page 1, line 12:

15 Delete "sec. 47"

16 Insert "sec. 48"

17

18 Page 2, line 3:

19 Delete "sec. 68"

20 Insert "sec. 69"

2!

22 Page 11, line 18:

23 Delete "and (k)"
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1 Insen  "(k), and (o)"

2
3 Page 11, line 26, following "section":

4 Insert " and gas subject to (o) o f this section"

5

6 Page 14, line 9:

7 D elete "or (k)"

8 In s e r t", (k), or (o)"

9

10 Page 14, line 11:

11 D elete "and (k)"

12 In s e r t", (k), and (o)"

13

14 Page 14, line 13:

15 D elete "and (k)"

16 In s e r t", (k), and (o)"

17

18 Page 14, line 14, following "AS 43.55.01 l(j)" :

19 Insert "or (o)"

20
21 Page 14, lines 16 -1 7 :

22 D elete "and (k)"

23 Insert ", (k), and (o)"

24

25 Page 14, line 20:

26 D elete "or (k)"

27 Insert ", (k), or (o)"

28

29 Page 14, follow ing line 20:

30 Insert a new  bill section to read:

31 "* Sec. 21. A S 43.55.011 is am ended by  add ing  a new  subsection to read:

25-GH0014NF.1
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1 (o) Notwithstanding o ther provisions o f  this section, for a calendar year before

2 2022, the tax levied under (e) o f  this section for each 1,000 cubic feet o f  gas for gas

3 produced from a lease or property outside the Cook Inlet sed im entary  basin and used

4 in the state may not exceed the am ount o f  tax for each 1,000 cubic feet o f  gas that is

5 determ ined under (j)(2) o f  this section."

6
7 Renumber the following bill sections accordingly.

8
9 Page 15, line 1, following "basin":

10 Insert "or not subject to AS 43.55.01 l(o)"

11
12 Page 15, line 28:

13 Delete "or (k)"

14 In s e r t", (k), or (o)"

15

16 Page 16, line 8:

1/  Delete "or (k)M

18 In s e r t", (k), or (o)"

19

20 Page 16, line 10, following the first occurrence o f  "(2)":

21 Insert "or 43.55.01 l(o)"

22
23 Page 16, line 11, following "(2)(A)":

24 Insen "or 43.55.01 l(o )"

25

26 Page 37, line 15, following "AS 43.55.170;":

27 Insert " this subparagraph does not app ly to gas subject to AS 43.55.01 l(o ):"

28

29 Page 37, line 23, following "AS 43.55.170;":

30 Insert " this subparagraph does not app ly to gas subject to AS 43.55.01 l(o ):"

31
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1 Page 38, following line 4:

2 Insert new m aterial to read:

3 "(E ) gas p ro d u c e d  d u rin g  a c a le n d a r  y e a r  from  a  lease o r  p ro p e r ty

4 outside the  C ook  In le t se d im e n ta ry  basin  a n d  used  in the  s ta te  is the  gross v a lu e

5 a t the poin t o f  p ro d u c tio n  o f th a t gas tax a b le  u n d e r  AS 43.55.011(e) a n d

6 p roduced  bv th e  p ro d u c e r  fro m  th a t lease o r  p ro p e r ty , less th e  p ro d u c e r 's  lease

7 expend itu res u n d e r  AS 43.55.165 fo r the  c a le n d a r  y e a r  ap p lic ab le  to  th a t  gas

8 p roduced  by th e  p ro d u c e r  fro m  th a t lease o r  p ro p e r ty , as a d ju s te d  u n d e r

9 AS 43.55.170:"

10
11 Page 39, lines 14 - 15:

12 Delete "o r  (k)"

13 I n s e r t (k). o r (o )"

14

15 Page 39, line 17*

16 Delete ,,(a )( l)(C ) o r  (D )"

17 Insert "(a)(1)(C ). (D) o r  (E )»

18

19 Page 39, line 20:

20 Delete "o r  (k )"

21 I n s e r t (k). o r (o )"

22
23 Page 39, line 23:

24 Delete "o r  (k )"

25 I n s e r t (k). o r  (o )"

26

27 Page 44, line 29, follow ing "gas":

28 In se r t". betw een gas su b je c t to  AS 43.55.01 l(o )  a n d  o th e r  gas."

29

30 Page 47, line 22, follow ing "AS 31.05.110(b)":

31 In se r t",

25-GH0014\F.l
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1 (24) "used in the staie" m eans delivered for consum ption as fuel in  the

2 state, including as fuel consum ed to generate electricity"

3

4 Page 47, line 29:

5 Delete "sec. 55"

6 Insert "sec. 56"

7

8 Page 47, line 30:

9 Delete "secs. 15 - 27, 29 - 42, and 49 - 60"

10 Insert "secs. 15 - 28, 30 - 43, and 50 - 61"

11
12 Page 48, line 1:

13 Delete "Sections 43 and 45"

14 Insert "Sections 44  and 46"

15

16 Page 48, line 2:

17 Delete "sec. 43"

] 8 Insert "sec. 44"

19

20  Page 48, line 3:

21 Delete "sec. 45"

22 Insert "sec. 46"

23 Delete "secs. 43 and 45"

24 Insen "secs. 44 and 46"

25

26  Page 48, line 5:

27  Delete "Sections 34 - 37, 39, and 41"

28 Insert "Sections 35 - 38, 40, and 42"

29

30 Page 48, line 8:

31 Delete "sec. 47"

L -5-



1 Insert "sec. 48"

2
3 Page 48, line 10:

4 Delete "47"

5 Insert "48"

6
7 Page 48, line 12:

8 Delete "sec. 44" in both places

9 Insert "sec. 45" in both places

10

11 Page 48, line 15:

12 Delete "sec. 46"

13 Insert "sec. 47"

14

15 Page 48, line 16:

16 Delete "sec. 46"

17 Insert "sec. 47"

18

19 Page 49, line 11:

20 Delete "sec. 21" in both places

21 Insert "sec. 22" in both places

22
23 Page 49, line 13:

24 Delete "sec. 21"

25 Insert "sec. 22"

26

27 Page 49, line 15:

28 Delete "sec. 55"

29 Insert "sec. 56"

30

31 Page 49, line 16:

25-GH0014\F.l
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1 Delete "sec. 68"

2 Insert "sec. 69"

3

4 Page 49, line 17:

5 Delete "secs. 15 -2 7 , 29 - 42, 49 - 54, and 56 - 60"

6 Insert "secs. 15 - 28, 30 - 43, 50 - 55, and 57 - 61"

7 Delete "sec. 55"

8 Insert "sec. 56"

9

10 Page 49, line 18:

11 Delete "sec. 68"

12 insert "sec. 69"

13

14 Page 49, lines 26 - 27:

15 D elete "secs. 15 - 27, 29 - 42 , and 49 - 60"

16 Insert "secs. 15 - 28, 30 - 43 , and 50 - 61"

17

18 Page 49, line 29 :

19 D elete "sec. 55"

20  Insert "sec. 56"

21
22 Page 50, lines 15 -16:

23 D elete "Sections 29 and 38"

24 Insert "Sections 30 and 39"

25

26 Page 50, line 17:

27 D elete "sec. 55"

28 Insert "sec. 56"

29

30 Page 50, line 19:

31 D elete "Sections 15 - 27, 29 - 42, and 49 - 60"

25-GH00!4\F.l
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1

2

Page 50, line 21:

Delete "Section 28"

Insert "Section 29"

Insert "Sections 15 - 28, 30 - 43, and 50 - 61"

Page 50, line 22:

8 Delete "sec. 69"

9 Insert "sec. 70"

L -8-
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Bullock
11/13/07

SEN A TE CS FO R  C S F O R  H O U SE B IL L  NO. 2001 (FIN ) an .

IN THE LEG ISLATU RE OF THE STATE OF ALASKA

TW ENTY-FIFTH LEGISLA TURE - SECOND SPECIAL SESSION

BV THE H(M-SESENATE FINANCE COM M ITTEE

AmetMledi 11/14/0?
Offered: 41/44/0?
Referred:

Sponsors): HOUSE RULES CO M M ITTEE BY RrQUEST OF THE GOVERNOR
A B IL L

F O R  AN A C T  E N T IT L E D

1 "A n A ct re la ting  to  the  p roduction  tax  on oil an d  gas an d  to conservation  su rch arg es  on

2 oil; p ro v id in g -a - l im d o « - the a tw w a f  <»f 4a*-4hat-m ay~be lev ied o n th e - p rod u c tion o f

4 issuance o f adv isory  bulle tins an d  the  d isc losure  o f  certa in  in fo rm ation  re la ting  to  the

5 p roduction  tax  and  the sh a rin g  betw een agencies o f  ce rta in  in fo rm ation  re la ting  to  the

6 p roduction  tax  an d  to  oil an d  gas o r  gas only leases; e xpan d ingam ending  the

7 p e rio d S ta te  P ersonnel A ct to  c re a te  in w bieb-the D ep artm en t o f R evenue m a y -assess the

9 p ro d u ce r  o r  ex p lo re r  from  reeeivin g -tav -c re d its if  c e r ta in ju d g m e nts a re  not sa tisfied

10 and re q u ir ing, as a condi t ion o f  rece iving-th e  fax c re d its , the deposit o f  the  am o u n t o f

11 o e rtu in u n p a id ju dgm en ts and  e e rtu in in te res t on those judgm ents in the  cou rt d u r ing

12 oo  a p p e a l  and r e la t in g to t h a f  in te res t: re lu ting to  exem pt service s ta te  oil an d  gas a u d it

u in iU iix , -1- SCSCSHB 2001(FIN)ohh
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masters; relating to oil and gas auditors and certain oil and gas auditor supervisors: 

providing for civil penalties relating to the oil and gas production tax: providing for 

retroactive application of certain statutory and regulatory provisions relating to the 

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

effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The uncodified law o f  the State o f  Alaska is amended by adding a new section 

to read:

LEGISLATIVE INTENT, (a) It is the intent o f  the legislature that the provisions o f

transported. am i CiW*omed -w hbin-the-*tatth

tb> It is the in ten t-o fthe legislature that AS 43.55.075(b). enacted by sec. 4143 o f  this 

Act. confirm  bv clarification the long-standing interpretation o f AS 43.03.260 by the 

Department o f  Revenue relating to the limitation o f  assessments for the production tax on oil 

and gas and conservation surcharges on o il. confirmy-hy c larific atio n - the  Jong-standing

(b) It is the intent o f  the legislature that the amount o f  money received bv the state as 

a result o f  the retroactivity o f  certain provisions under sec. 65 o f  this Act that exceeds the 

amount o f money the state would have received if those prov isions had not taken effect until 

Januar\ I. 2008. will he appropriated to the public education fund (AS 14.17.300).

(c) It is the intent o f  the legislature that coMy-th sullowed in ■ accordance w ith 

. 165(e)(6).' as ame mied -by- yec. 48 -o f  this Act. include costs, subsequent- te  tin;

e ffect is e date-the legislature will responsibly invest the amounts received after December 31. 

2007. as the result o f  the enactm ent o f  this Act that exceed the amounts that would have been 

received under AS 43.55.011 - 43.55. !65(e H6>. incurred as - a -reynh o f m onitoring and 

m anagem ent decisions that-fail to-properly-eon.-ddef -risky-posed 180. as those provisions read

SCSCSHB 2001(FIN)-»mh -2-
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on June 30. 2007. as if those precisions had been applied after D ecem ber31. 2007, by

I' stH'v-HHjr t^^H tttW rftTm akinu appropriations to the follow intt:

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

(2) the budt’et reserve fund (art. IX. sec. 17, Constitution o f  the State o f

Alaska):

(3) to extinguish the am ount o f  the em ployers’ unfunded liahilit\ in the

teachers' defined benefit retirement plan and the public employees' defined benefit retirement

plan: and

(4) the development and implem entation o f  a lont>-rant»c fiscal plan for the

state.

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

(a) The director shall

(1) have general charge and supervision o f  the division and may 

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

and tlx the compensation o f  assistants and em ployees necessary for the operations o f  

the division: the director [A N D | is the certifying officer o f  the division, with the 

consent o f  the comm issioner, and may approve vouchers for disbursem ents o f  money 

appropriated to the division:

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

belonging to the state and under the jurisdiction o f  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 o f  available land, resources, property, or interest in them:

(5) prescribe fees or service charges, with the consent o f  the 

com m issioner, for any public service rendered;

(6) under the conditions and limitations imposed by law and the 

com m issioner, issue deeds, leases, or other conveyances disposing o f  available land, 

resources, property, or any interests in them;

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

IIB34WK -3- SCSCSHB 200I(FIN) <hm
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Alaska W orld War II Veterans Board and the Agricultural Loan Board or the 

departm ents 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 

comm issioner, 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) [REPEALED

(9)] maintain the  [SUCH] records [AS] the com m issioner 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 o f  the person nominating or applying for the

sale, lease, or o ther disposal o f  land by competitive bidding;

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

bidders and the am ounts o f  the bids;

(C) all geological, geophysical, and engineering data supplied, 

whether or not concerned with the extraction or developm ent o f  natural 

resources;

(D) except as provided in AS 38.05.036. cost data and 

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

sim ilar items:

(E) applications for rights-of-way or easements:

(F) requests for information or applications by public agencies 

for land th a t  [W HICH] is being considered for use for a public purpose;

£21 [00)1  account for the fees, licenses, taxes, or other money 

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

identify their source, and promptly transm it them to the proper fiscal department after 

crediting them to the proper fund: receipts from land application filing fees and 

charges for copies o f  maps and record? shall be deposited immediately in the general 

fund o f  the state by the director:

(10) [ ( I I ) ]  select and employ or obtain at reasonable compensation

SCSCSHB 2001(FIN)hhh -4-
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cadastral, appraisal, or other professional personnel the director considers necessary 

for the proper operation o f  the division;

(11) [(12)] be the certifying agent o f  the state to select, accept, and 

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

devise, judgm ent, 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 

foran> purpose;

(12) on request, furnish records, files, and other information 

related to the administration of AS 38.05.180 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 required to be kept confidential 

under (8) of this subsection: in the case of records, fdes. or other information 

required to be kept confidential under (8) 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 (8) 

of this subsection

[(13) REPEALED

(14) REPEALED].

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

(b) The 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 41.09. whether or not that information is confidential. The 

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 departm ent 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(0 is amended to read:

( 0  Except as otherwise provided in this section or in connection with official 

investigations or proceedings o f  the departm ent, it is unlaw ful for a current or former

H U 2o m * SCSCSH B  200I(FIN)-*hh
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officer, em ployee, or agent o f  the state to divulge information obtained by the 

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

with the departm ent or by AS 38.05.035(a)(8) [AS 38.05.035(aX9)] or 

AS 4 1.09 .010(d) to be kept confidential.

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

(g) Nothine in this section prohibits the publication o f  statistics in a m anner 

that m aintains the confidentiality o f  information to the extent required by an 

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

AS 41.09.010(d).

* Sec. 6. AS 38.05.123(0 is amended to read:

(0 As part o f  the tim ber sale negotiations authorized by this section, the 

com m issioner may require a prospective purchaser negotiating a tim ber sale contract 

to submit financial and technical data that dem onstrates that the requirem ents o f  this 

section have been or will be met. Upon the prospective purchaser's request, the 

com m issioner shall keep data provided by the purchaser confidential in accordance 

with the requirem ents o f  AS 38.05.035(a)(8) [AS 38.05.035(a)(9)],

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

(e) The com m issioner may make a written request to a prospective licensee 

for additional information on the prospective licensee's proposal. The com m issioner 

shall keep confidential information described in AS 38.05.03S(a)(8) 

[AS 38.05.035(a)(9)] that is voluntarily provided if the prospective licensee has made 

a written request that the information remain confidential.

* Sec. 8. AS 38 .05 .180(j > is amended to read:

(j) The com m issioner

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

leases unitized as described in (p) o f  this section, leases subject to an agreement 

described in (s) or (t) o f  this section, or interests unitized under AS 3 1.05

(A) to allow for production from an oil or gas field or poo if

(i) the oil or gas field or pool has been sufficiently 

delineated to the satisfaction o f  the commissioner:

(ii) the field or pool has not previously produced oil or

SCSCSHB 2001(FIN)-»«» -6-
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gas for sale; and

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

not otherwise be econom ically feasible;

(B) to prolong the economic life o f  an oil or gas field or pool 

as per barrel or barrel equivalent costs increase or as the price o f oil or gas 

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

no longer economically feasible; or

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

not otherwise be econom ically feasible;

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

requesting the change make a clear and convincing showing that a m odification o f 

royalty meets the requirem ents o f  this subsection and is in the best interests o f  the 

state;

(3) shall provide for an increase or decrease or other m odification o f  

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

based on a change in the price o f  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;

(4) may not grant a royalty reduction for a field or pool

(A) under (1 )(A) o f  this subsection if  the royalty modification 

for the field or pool would establish a royalty rate o f  less than five percent in 

amount or value o f  the production removed or sold from a lease or leases 

covering the field or pool:

(B) under ( l)(B ) or (1)(C) o f  this subsection if  the royalty 

modification for the field or pool would establish a royalty rate o f  less than 

three percent in amount or value o f  the production rem oved 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 com m issioner shall, in the preliminary and final findings and

 t t -s     « » ■
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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 dem onstrate that the 

requirem ents o f  this subsection are met; the com m issioner

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

data related to developm ent, production, and transportation o f  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 38.0S.035(aM8) 

[AS 38.05.035(a)(9)] at the request o f  the lessee or lessees m aking application 

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

com m issioner to legislators and to the legislative auditor and as directed by 

the chair or vice-chair o f  the Legislative Budget and Audit Com m ittee to the 

director o f  the division o f  legislative finance, the permanent em ployees o f 

their respective divisions who are re-ponsible for evaluating a royalty 

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

legislative finance director who are engaged under contract to evaluate the 

royalty reduction, if  they sign an appropriate confidentiality agreement;

(7) may

(A) require the lessee or lessees m aking application for the 

royalty 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 

developm ent, production, transportation, and economics and to assist the 

com m issioner in evaluating the application and financial and technical data; 

if. under this subparagraph, the com m issioner 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 $150.000 for each application, and 

the com m issioner shall determ ine the relevant scope o f  the work to be 

performed by the contractor; selection o f  an independent contractor under this

SCS CSHB 200KFIN) -8-
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subparagraph is not subject to AS 36.30;

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

application for 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  qualified consultants to evaluate hydrocarbon developm ent, production, 

transportation, and econom ics by the com m issioner to assist the com m issioner 

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

subparagraph, the com m issioner 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 $150,000 for each application, and the 

com m issioner shall determine the relevant scope o f  the work to be performed 

by the contractor; ..election o f  an independent contractor under this 

subparagraph is not subject to AS 36.30;

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

on the royalty reduction application, give reasonable public notice o f  the preliminary 

fine rigs and determination, and invite public comm ent on the preliminary findings 

and determination during a 30-day period for receipt o f  public comment;

(9) 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 after 

giving public notice under (8) o f  this subsection, to provide the com m ittee a review o f  

the comm issioner's preliminary findings and determination on the royalty reduction 

application and administrative process; if  the Legislative Budget and Audit 

Com m ittee accepts the com m issioner's offer, the com m ittee shall give notice o f  the 

comm ittee's meeting to all m em bers o f  the legislature;

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

available to

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

(B) the chairs o f  the legislature's standing com m ittees on

resources; and

(C) the chairs o f  the legislature's special com m ittees on oil and

gas, if any;
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(11) shall, within 30 days after the close o f  the public com m ent period 

under (8) o f  this subsection,

(A) prepare a summ ary o f  the public response to the

com m issioner's preliminary findings and determination:

(B) make a final findings and determination; the

com m issioner'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:

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

unitization agreement consistent with the comm issioner's final decision; and

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

available to each person who submitted comm ent 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 com m issioner's determination under this subsection.

* Sec. 9. AS 38.05.275(c) is amended to read:

(c) Subsection (b) o f  this section may not be construed to limit the director in 

the exercise o f  authority granted by A S  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, etwduciionconducting studies, drafting

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

revenue auditors.

* Sec. 11. AS 41 .09 .01» d) is amended to read:

(d) Data derived from drilling a stratigraphic test well or exploratory well that 

is provided to the com m issioner under (c)(3) o f  this section shall be kept confidential 

for 24 months after receipt by the com m issioner unless the owner o f  the weli gives 

written permission to the state to release the well data at an earlier date, and,

SCS.CSHB 200I(FIN)-*h» -10-
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notwithstanding AS 31.05.035(c), confidentiality may not be extended beyond 24 

months. The provisions o f  A S  38.05.035(a)(8)(C) (AS 38.05.035(a)(9)(C)] apply to 

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

comm issioner, under appropriate confidentiality provisions and without preference or 

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

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

com m issioner determ ines that the limited disclosure is necessary to further the 

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

* Sec. 12. AS 42:4 >43.05.230(a) is amended bw addm g a new section to read:

S e e .— 12 .4 5 .0 4 5 . A p p r o p rm tH m s f o r  th e  low — in c o m e  - h e n fm g -  e n e rg y
assistance p ro g ra m . rat By february  I each year, the Department o f  Revenue -shah

greater--than zero, ll tlte state received an am ount-of mertev -because the-price- index

the leg islature o f  that-amtnun-.

QCi u> in I “f * I HI IT.

tc h  -Noth ing in th is s e c tion re<.|u irev-that-inone> l>e appropriated- or cre ates-a

fd-)— hot—purposes ,>f th is section, "low  inctanc hea ting e nergy assistance  

program - m eans the program -crea ted -bv-7—VAf  I I .0 10 to im plement-the federal 

how-1 ncotn --Hom e l .nerg) Assistance—\c t o f  I MX I . as-amended (■12-t-rS .f-  80 2 1 e t

c -1. 1 t>CCf. f.

(a) It is unlawful for a current or former officer, employee, or aucnt o f  the 

state to divulge the amount o f  income or the particulars set out or disclosed in a report 

or return made under this title, except

( I ) in connection with official investitiations or proceedings o f  the 

department, whether judicial or administrative, involving taxes due under this title:

-11- SCS.CSHB 2001(FIN)-*hh
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(2) in connection with official investigations or proceedings o f  the 

child support enforcement agency, w nether 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 o f  the 

Department o f  Natural Resources:

(4) as pro\ ided in AS 43.05.405 - 43.05.499; and

(5) as otherwise provided in this section or AS 43.55.890.

* Sec. 13. AS 43.05.230(h) is amended to read:

(h) The com m issioner shall, upon request, furnish to the Department o f  

Natural Resources copies o f  tax returns, reports, and other documents filed under 

AS 43.55 or AS 43.65, and the Department o f  Revenue's determ inations and 

workpapers under those chapters. The Department o f  Natural Resources shall 

m aintain the confidentiality that the Department o f  Revenue is required to extend to 

the returns, reports, documents, determ inations, and workpapers furnished to the 

Department o f  Natural Resources under this subsection.

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

(a) Except as provided in (c) o f  this section, [AND] AS 43.2?.200(b). and 

AS 43.55.075. the amount o f  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 o f  the applicable 

[THREE-YEAR] period, proceedings may not be instituted in court for the collection 

o f  the tax.

* Sec. 15. AS 43.55 .011(e) is repealed and reenacted to read:

(e) There is levied on the producer o f  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 exem pt from taxation or constitutes a 

landowner's royalty interest. Except as otherwise provided under (0 . (j). fk4-and  (ok) 

o f  this section, the tax is equal to the sum -ef

<44—tbt^production tax value o f  the taxable oil and gas as calculated

SCSCSHB200I(FIN)4«h -12-
New Text Underlined [DELETED TEXT BRACKETED]



•WORK DRAFT WORK DRAFT 25-GH00I4

ca lcu latcd rate determined under (g) o f  this section.

* Sec. 16. AS 43.55.0! 1(0 is amended to read:

(0  The levy o f  tax under this section for (ON A PRODUCER OF] oil and gas 

produced from -leases-ru^ im tp e r ties th at inc lude  hHHUnorth o f  68 degrees North 

latitude, other than oil and gas p roduction  subject to (i) o f this section und g as  

sub jee t trH**l o f  litis  sw tHw . may not be less than

( 1) four percent o f  the gross value at the point o f  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 more than $25;

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

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

W est Coast during the calendar year for which the tax is due is over $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 Alaska North Slope crude oil for sale on the United States 

W est Coast during the calendar year for which the tax is due is over $17.50 but not 

over $20;

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

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

W est Coast during the calendar year for which the tax is due is over $15 but not over 

$17.50; or

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

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

W est 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:

(-£-► ■ e a eh--m o n th  T o r  w h ic h - t h e - p r i c e u n d e .x d e te rm ine d -u n d e r  - fb H -T - th ls

^ect-ion -h r-a r e a le r  th a n  z c ro r - th e -a m o u n t -o f  ta x  Id r - p u rp o aex o l~-toH = -t-o l ' t h is a c t io n  is

mont hly— product it w —tax— value— a.— calcula ted— in-—the— manne r— described— m 

AS 43 .55 .I htt< a4 a nd-fbf. except that the-gross value-at the point o f production lor the 

month is substituted lor the gross va lue at the point o f productum -lo r-tho ca lendar

-13- SCSCSHB 2001(FIN)aH»
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-c-xpe mlHufes for th<?~calemlar vettr 4*

substituted  tW  the applicab le adjusted lease ex femlhw esdW the calendar y e a r  (2) the

h'

the prouressivhv-um-rate lor the-wuudh- I he procressivitv tax-fate for ti month is Oh?

producf-of-bd-pe rcent m ulHftltetM>y-Ahe-{U4ce--imlev4df--the-momb- determ ined under 

fbf-of this setH4oBr-e\eept-4bat- the proeressivhv -tax-fate h a - a rmmth-m av-nol e xceed 

25 percent. Notwithstanding any contrary provision o f AS 43.55.1-50. Idr-purpeses o f

costs of-transportaBon tor the calendar year.

* See. 18. AS 43;53.<M4t-bH x repea led and reenacted to r-eatk

fh-t— fo r  purpose-, o f  (e> o f  th t-. secBom-Ahe-price inde x tor a m onth--is 

eakadated by sub tracting 30 from-th e num ber tbat-fs-equal-to-the-totaf-nfthe m onthly 

production tax values.-as calculated under-fe) of- this section; o f  the taxable oil ami

m onthi-divideddyv the total amount-of-taxahle o il am i g. 

from a ll leases and properties in - thv state—during that m onth. -ii

less than

* Sec. l 9 ;- (u) The tax rate applied to the monthly production tax value o f 

oil and t»as under (e) o f  this section for each month o f  the calendar vear 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 cuuivalent barrel is more than

( 1) S3U but not more than $50. 0.6 percent multiplied h\ the number 

that represents the difference between the average production tax value for each BTU 

equivalent barrel o f  the taxable oil and eas lor that month and $30:

(2) $50 but not more than $70. the sum o f  12 percent and the product 

o f  0.5 percent multiplied bv the num ber that represents the difference between the 

averaue production tax value for each BTU equivalent barrel o f  the taxable oil and 

ttas for that month and $50;

SC SC SH B  200KFIN ) tow -14-
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(3) $70 but not more than $90. the sum o f  22 percent and the product 

o f  0.35 percent m ultiplied bv the num ber that represents the difference between the 

average production tax value for each BTL1 equivalent barrel o f  the taxable oil and 

gas for that month and $70:

$90. the sum o f  29 percent and the product o f  0.1 percent 

mult,plied b\ the num ber that represents the difference between the average 

production tax value for each BTU equivalent barrel o f  the taxable oil and gas for that 

month and $90. except that the sum determ ined under this paragraph m a\ not exceed 

50 percent, ani, the total tax rate under this suhsectiou ina\ not exceed 75 percent.

* Sec. 18. AS 43.55.01 l(j) is amended to read:

(j) For a calendar year before 2022, the [TOTAL] tax levied by (e) [AND (g)] 

o f  this section for [ON] gas produced from a lease or property in the Cook Inlet 

sedimentary basin may not exceed

(1) for a lease or property that first com m enced commercial 

production o f  gas before April 1. 2006. the product obtained by m ultiplying (A) the 

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

tim es (B) the average rate o f  tax that was imposed under this chapter for [ON] 

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

M arch 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 property during 

the 12-month period ending on March 3 1, 2006, by the total amount o f  that gas:

(2) for a lease or property that first comm ences commercial 

production o f  gas after M arch 31. 2006, the product obtained by multiplying (A) the 

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

times (B) the average rate o f  tax that was imposed under this chapter for [ON] 

taxable gas 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 gas delivered in the Cook Inlet area for the 12-month period ending 

March 31. 2006. as determined by the departm ent under AS 43.55.020(f).

* Sec. 2tM 9. AS 43 .55 .011 (k) is amended to read:

(k) For a calendar year before 2022, the [TOTAL] tax levied by (e) [AND

-15 - SC SC SH B  200 I(F IN H *»
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(g)] o f  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 o f  oil before April I. 2006, the product obtained by m ultiplying (A) the 

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

times (B) the average rate o f  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 o f  production o f  the taxable oil produced from the lease o r property during

the 12-month period ending on March 3 1, 2006, by the total amount o f  that oil;

(2) for a lease or property that first comm ences commercial

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

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

times (B) the average rate o f  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 determ ined by the department under AS 43.55.020(0.

* Sec. 2420. AS 43.55.01 l(m ) is atwnded-u*-readrcpealcd and reenacted:

fro*-----

AS l l .09 .Uf44,— \S-43.-24J;043r AS 13.55.021. -or- -14 -tux— eredtK - unde r

A Jv 4 X 4 t4 4 4 W < 4 h -A S -4 4 4 * 9 A m c A S  4 V 2 +*.04 A - - W 4 .v 5 5 .0 2 4 . and 4 45>4»2>-tbal are 

udotnted-te-eu^ prudueed-frotn- iea-te-. ur properties in the Ct*>k- dbe t-sediTOentarv 

basin and that are available tu be-applied against a tax levied by <e) oftbivsectaut for

during a-valendaf-yeaf-tnay be applied-only against the ta\-fevied4>v <e> of-tbd  section 

fo r -B AM -thm eas . I he amrotnt-bv- vvlnvb-the-aonntnd»4-tux-eredits tbal are allocated 

kv gas produeed-fforo leases -or properties in the Cook Inlet sedimentary basin and that

anutlier-fVfst+n exceeds-tbe-anu>unt- e4 ta \ credits whose-apptication would reduce-dte 

tuxdevied-bv let <4- this section for | (-dv|-tba*-eas-te>-zero. it1 any-. -is-eunsidered-dte

SCS .CSHB 200I(F 1N )shh -16 -
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am ouoH tf e xcess-tax-efeditsT ami the excess tax c fed tm ure subjec t to the  follo w ing:

ttvtal-calculated intdert 2 * o f th is subsect iom-bta-not to  lesrs-than Venn

(4-> any am ount ot excess lax credits -rehkhhing-afte r-rcduct ion ■ unde r -fd-Hd-' 

(m) Notwithstanding anv contrar\ provision o f  AS 38.05.l80(i). AS 41.09.010. 

AS 43.55.024. or 43.55.025. the department shall provide bv regulation a method to 

ensure that for a calendar year for which a producer's tax liability is limited bv 

AS 43.55.01 Hi) or (k). (ax credits otherwise available under AS 38 .05 .180(i). 

AS 41.09.010. AS 43.55.024. or 43.55.025 and allocated to oil or eas subject to the 

limitations in AS 43.55.01 l(i) and (k) are accounted for as though the credits had 

been app lied first against a tax liability ca lculated without regard to the lim itations 

under AS 43 .55 .011(i ) and (k ) so as to reduce the tax liabilit\ to the maximum 

amount provided for under AS 43 .55 .011 ( i ) tor the production o f  gas or 

AS 43.55.01 l (kl  for the production o f  oil. The regulation must provide for a 

reasonable method to allocate tax credits to oil or gas subject to AS 43.55.01 l(i) and 

(k). Only the amount o f  a tax credit remaining after the accountinu pro\ ided for under 

this subsection may be used for a later calendar year, transferred to another person, or 

applied against a tax levied for |< 4 \ | oil or gas produced Irom -a-lease o r property 

located anywhere—in th e -s ta te on the production o f  oil or tzas not subject to

(-24- -dudI calculate the- ttHal-of-the fedocthms-eaUndated

under 111 o f  this subsection lo r  all affected leases of properties:

(54 -tfte-prt<ducer -.ball-rednee t be

AS 43 .55 .011(i) or (k) to the extent otherwise

* Sec. 22. A-S 43 .55 .011 is amended bv adding a new subsection to  read:

U4«4MU* -17- SCS.CSHB 2001(FIN)aH«
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t i i ['U I « H* 1 Hi 111 t.i.tt <\lttr rTti Cttvrt T tUcttv ICtt tM

gas-that 4-t determined under < j>t3-> o f dm  section.

321. A S  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:

(1) an installment payment o f the estimated tax levied by

A S  43.55.011(e) -  Fuand (i). 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 o f the following 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 by A S  43.55.011(e) -{gandjj) for 

the calendar year, but the amount o f the installment payment may not be 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 -to  

A S  43.55.011 to >. other than leases or properties subject to AS  43.55.011(f). 

the greater o f

(i) zero; or

(ii) the suw-ob^22.5 percent and--the po^u'tfssurity ttr\

obtained by subtracting 1/12 o f the producer'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 

A S  43.55.160 from the gross value at the point o f production o f 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 A S  43.55.011(f). 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

SCS CSH B 2001(FIN ) ihh -18-
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production o f the oil and gas produced from thoseall leases or 

properties during the month for which the installment payment is 

calculated; or

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

expenditures for the calendar year o f production under AS  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 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 A S  43.55.01 Uj-t.) or (k), o*HoMhe greater o f

(i) zero: or

(ii) the sum-of-222.5 percent and the progress*vitv-ta\ 

rate calculated-under AS  43-v M -H4(a ) multiplied bv 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 under A S  43.55.160 for oil or gas. 

respectively, produced from the lease or property from the gross value 

at the point o f production o f 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) o f this subsection for oil or gas 

produced from a lease or property subject to A S  43.55.01 l(j)r-fh+ or (ok) may not 

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

A S 43.55.01 l(j)(I) or (2) or 43.55.01 l(o), as applicable, for gas or set out in 

A S  43.55.01 l(k)(l) or (2), as applicable, for oil. but substituting in 

A S  43.55.01 l(j)( I )(A )  or (2 )(A) or 43.55.01 Mo), as applicable, the amount o f taxable 

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

calendar year and substituting in A S  43.55.011 (k)( 1)(A ) or (2)(A). as applicable, the

-19- SCS_CSHB200l(FIN)-tHH
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amount o f taxable oil produced during the month for the amount o f taxable oil 

produced during the calendar year;

(3) an installment payment o f the estimated tax levied by 

A S  43.55.01 l(i) for each lease or property is due for each month o f the calendar year 

on the last day o f the following month; the amount o f the installment payment is the 

sum o f

(A ) the applicable tax rate for oil provided under

A S  43.55.01 l(i). multiplied by the gross value at the point o f production o f 

the oil taxable under A S  43.f 5.01 l(i) and produced from the lease or property 

during the month; and

(B) the applicable tax rate for gas provided under

A S  43.55.01 l(i), multiplied by the gross value at the point o f production o f 

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

during the month;

(4) any amount o f tax levied by A S  43.55.011(e) -  (i). net o f any

credits applied as allov.ed by law, that exceeds the total o f the amounts due as

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

calendar year o f production.

* Sec. 2-T.22. A S  43.55.020(g) is amended to read:

(g) Notwithstanding any contrary provision o f A S  43.05.225, an unpaid 

amount o f an installment payment required under (a)(1) - (3) [(a)(1) - (4)] o f 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 

A S  43.55.030(a)], and (2) as provided for a delinquent tax under A S  43.05.225 after 

that March 31. Interest accrued under (1) o f this subsection that remains unpaid afte>- 

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

subsection. An  unpaid amount o f tax due under (a)(4) [(a)(5)] o f this section that is 

not paid when due bears interest as provided for a delinquent tax under A S  43.05.225.

* Sec. 2>-.23. A S  43.55.020(h) is amended to read:

SC SC SH B  200I(FIN) t«w -20-
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(h) Notwithstanding any contrary provision o f A S  43.05.280,

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

(3) [(a)(1) - (4)J 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) [THE] March 31 following the calendar year of 

production [DESCRIBED  IN A S  43.55.030(a)];

(2) except as provided under (1) 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 [THE] March 31 

following the calendar year of production [DESCRIBED  IN A S  43.55.030(a)] or 

the date that the statement required under A S  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 [THE] March 31 following the calendar year of 

production [DESCR IBED  IN AS  43.55.030(a)] or the date that the statement 

required under A S  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) o f this subsection is paid at the rate and 

in the manner provided in A S  43.05.225( 1).

* Sec. 2624. AS  43.55.023(a) is amended to read:

(a) A  producer or explorer mav take a tax credit for a qualified capital 

expenditure as follows:

(I) notwithstanding that a quali.ied capital expenditure ma\ be a 

deductible lease expenditure for purposes o f calculating the production tax value o f 

oil and gas under A S  43.55.160(a). unless a credit for that expenditure is taken under 

AS  38.05.180(i). A S  41.09.010. AS  43.20.043. or AS  43.55.025. a producer or 

explorer that incurs a qualified capital expenditure mav also elect to apply [TAKE1 a 

tax credit attains! a tax levied bv I DUE! U N D E R I A S  43.55.011(e) in the amount of

mmaL.TTiTsTHTTT -2 1- SC SC SH B  2001(F IN )hh»
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20 percent o f that expenditure: however, not more than half of the tax credit mav 

be applied for a single calendar year;

(2) a producer or explorer mas lake a credit for a qualified capital 

expenditure incurred in connection with ueolouieal or ueoplnsical exploration or in 

connection with an exploration well only if the producer or explorer fPROV IDES TO  

TH E  D E P A R T M E N T . AS  P A R T  01 TH E  S T A T E M E N T  R EQ U IR ED  U N D ER  

AS  43.55.030(a) 1 OR TH E  C A L E N D A R  Y E A R  FO R  W H IC H  TH E  C R E D IT  IS 

S O U G H T  T O  Bl- T A K E N . TH E  PR O D UCER 'S  OR EXP LO R ER 'S  W R IT T E N  

A G R E E M E N T !

(A) agrees, in writing, to the applicable provisions ol 

AS 43.55.025(13(2) [TO N O T IF Y  T H E  D E P A R T M E N T  O F  N A T U R A L  

R ESO U R C ES . B EFO R E  T H E  L A T E R  O l 30 D A Y S  A F T E R  

C O M P L E T IO N  O F  T H E  G E O L O G IC A L  OR G E O P H Y S IC A L  D A T A  

PR O CESS IN G  O R  C O M  PI E T IO N  O l T H E  W E IL .  OR  30 P A Y S  A L T E R  

H IE  S T A T E M E N T  IS F ILED . O l T H E  D A T E  O l 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 ESC R IB IN G  TH E  

PR O CESS ING  S E Q U E N C E  A N D  P R O V ID E  A  L IST  O F D A T A  SETS 

A V A H  AB I.E I:

(B) submits I I P  PROV1DE1 to the Department o f Natural 

Resources all data that would be required to be submitted under 

AS 43.55.025(f)(2) I. W IT H IN  30 D A Y S  A F T E R  T H E  D A T E  O F A  

R EQ U EST . SPEC IFIC  D M A  SETS. A N C IL L A R Y  D A T A . A N D  

REPORTS ID E N T IF IE D  IN (A) O F TH IS  P A R A G R A P H  I:

(3) a *ax credit for a qualified capital expenditure to explore for, 

develop, or produce oil or gas deposits subject to AS 43.55.011(f) mav not be 

applied against a tax for oil or gas produced from a lease or property not subject 

to AS 43.55.011(f)

1(C) T H A T . N O T W IT H S T A N D IN G  A N Y  PR O V IS IO N  O f 

AS  38. T H E  D E P A R T M E N T  O F N A T U R A L  R ESO U R C ES  S H A L L  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  PR O V ID ED TO T H A T

D E P A R T M E N T U N D E R TH IS  P A R A G R A P H  FOR 10 Y E A R S

SC SC SH B200 1(F IN ) wo -22-
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F O L L O W IN G  1 HE C O M P L FT IO N  D A T E . A F T E R  W H IC H  TH E  

DTP A H TM L -NT  S H A L L  P U B L IC L Y  R E L E A S E  TH E  IN F O R M A T IO N  

A F T L R  30 D A Y S ' PUBLIC  N O T IC E I.

* Sec. 25. A S  43.55.023(b) is amended to read:

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

2̂ 22.5 [20] percent o f a carried-forward annual loss. A  credit under this subsection 

may be applied against a tax levied bv [DUE UNDER] A S  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. lo5 and 

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

production tax values for that calendar year under AS 43.55.160 [AS 43.55.160(b) 

A N D  (e)J.

* Sec. 26. A S  43.55.023(d) is amended to read:

(d) Except as limited bv (i) o f this section, a person that is entitled to take 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 mas appls to the department for |A |  transferable lax credit certificates 

|C  R I II- 1C'A T E I. An application under this subsection must be in a form prescribed 

In the department and must include supposing information and documentation that 

the department reasonably requires. The department shall grant or dein an 

application, or grant an application as to a lesser amount than that claimed and dens it 

as to the excess, not later than 120 1601 davs after the latest o f ( I ) March 31 o f the 

sear following the calendar vcar in sshich the qualified capital expenditure or carried- 

forward annual loss for which the credit is claimed was incurred: (2) [IF TH E  

AP P 1 .IC AM  IS R E Q U IR ED  U N D E R  AS  43.55.030(a) T O  F ILE  A  S T A T E M E N T  

O N  OR B EFO R E  M A R C H  31 O F  T H E  Y E A R  F O L L O W IN G  TH E  C A L E N D A R  

Y E A R  IN W H IC H  TH E  Q U A L IF IE D  C A P IT A L  E X P E N D IT U R E S  OR  C A R R IE D - 

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  W A S  

INCURRED .] the date the statement required under AS  43.55.030(a) or (e) ssas 

tiled for the calendar year in which the qualified capital expenditure or carried- 

forward annual loss for which the credit is claimed was incurred: or (3) the date

-23- SC SC SH B  2001(F IN )hhh
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the application was received bv 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 IA I transferable tax credit 

certificates, each IC H R T IF IC A T F I for half of the amount o f the credit. The credit 

shown on one of the two certificates is available for immediate use. The credit 

show n on the second of the two certificates mav not he applied against a tax for a 

calendar year earlier than the calendar year following the calendar year in 

which the certificate is issued, and the certificate must contain a conspicuous 

statement to that effect. A  certificate issued under this subsection does not expire.

* Sec. 27. AS  43.55.023(c) is amended to read:

(e) A  person to which a transferable tax credit certificate is issued under (d) 

o f this section mav transfer the certificate to another person, and a transferee mav 

further transfer the certificate. Subject to the limitations set out in (a) - (d) 1(a) - (e)l 

o f this section, and notwithstanding anv action the department mav take with respect 

to the applicant under (g) o f this section, the owner of a certificate mav apply the 

credit or a portion o f the credit shown on the certificate onlv auainsl a tax levied bv 

|D U F  UNDFR1 A S  43.55.011(e). However, a credit shown on a transferable tax 

credit certificate mav not be applied to reduce u transferee's total tax liability ID l 1.1 

under A S  43.55.011(e) for I O N  I oil and uas produced during a calendar vear to less 

than 80 percent o f the tax that would otherwise be due \ ithout applvine that credit. 

Anv portion o f a credit not used under this subsection mav be applied in a later 

period.

* Sec. 28. A S  43.55.023(i) is amended to read:

(i) For 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 April 1. 2006. that would be qualified capital expenditures if they were 

incurred after March 31, 2006. less the sum o f the payments or credits the producer or 

explorer received before April 1. 2006. for the sale or other transfer o f assets, 

including geological, geophysical, or well data or interpretations, acquired by the 

producer or explorer as a result o f expenditures the producer or explorer incurred

SC SC SH B  2001(FIN )*hh -24-
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before April I, 2006, that would be qualified capital expenditures, if they were 

incurred after March 31, 2006;

(2) a producer or explorer that did not have commercial production 

of oil or gas from a lease or property in the state before damHtfvApril 1. 

20082006. may elect to take a tax credit against a tax levied bv [DUE UNDER] 

A S  43.55.011(e) 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 wereare 

incurred 2000. and befm v damraFvT. 2008 -1 -\K 1— fNCT-RR I.I)

D U R ING  11 IE C A I .LN49AR-VT-VR4-O R  W H ICH  TUT- C  RTUTI 4N-1 -VU I-N kl urine 

the calendar year for which the credit is taken:

(3) a producer or explorer may not take a tax credit for a transitional 

investment expenditure

(A) for any calendar year after [THE L A T E R  O F

(i)] 2013: [OR

(ii) T H E  S IX TH  C A L E N D A R  Y E A R  A F T E R  TH E  

C A L E N D A R  Y E A R  FOR W H IC H  TH E  PR O D U C ER  FIRST 

APPLIES  A  C R E D IT  U N D E R  TH IS  S U B S E C T IO N  A G A IN S T  A  

T A X  D U E  U N D E R  A S  43.55.011(e). IF T H E  PR O D U C ER  D ID  N O T  

H A V E  C O M M E R C IA L  P R O D U C T IO N  O F  O IL  O R  G A S  FR O M  A  

L E A S E  OR  PR O P ER TY  IN T H E  S T A T E  B EFO R E  AP R IL  I, 2006:]

(B) more than once; or

(C) if  a credit for that expenditure was taken under 

A S  38.05.180(i), A S  41.09.010. A S  43.20.043. or A S  43.55.025:

(4) notwithstanding (d). (e). and (g) o f 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. 2829. A S  43.55.023 is amended by adding a new subsection to read:

tr a n s fe re e  u n d e r  (e> o f  th is -s e c t io n a nd  s u b je c t to  a p p r o p r iaHt a t rr-w ad e  h> la w . i f  a n d  

to  th e e x te n t th a t pu re-lta s e - r> f-t r a n s fe ra b le t a x - c r e d i t s - h v  th e  A la s k a  R e t i re m e n t
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M a n a g e m e nt B o a rd  N  a u th o r ize d  hv- J a w . th e  d e p a r t m e n t d u d E  iv to e  u c a s h re fu n d  to

An  entit\ that is exempt from taxation under this chapter mav 

not applv for a transferable tax credit certificate.

* Sec. 2930. A S  43.55.025(a) is amended to read:

(a) Subject to the terms and conditions o f this section, a credit against the 

production tax levied bv [DUE UNDER] A S  43.55.011(e) of I O R  (f>J] is allowed for 

exploration expenditures that qualify under (b) o f this section in an amount equal to 

one o f the follow ing:

(1) 30 (20) percent o f the total exploration expenditures that qualify 

only under (b) and (c) o f this section;

(2) 344420EP E R C E M  percent o f the total exploration expenditures 

[FOR W O R K  P ER FO R M ED  B EFO R E  J U L Y  I, 2007, AND] that qualify only under 

(b) 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 section: or

(4) 40 percent o f the total exploration expenditures that qualify only 

under (b) and (e) o f this section.

* Sec. 344.31. A S  43.55.025(b) is amended to read:

(b) To qualify for the production tax credit under (a) o f this section, an 

exploration expenditure must be incurred for work performed [ON OR] after 

December 31. 2444462007 [JULY  I. 2003]. and before July I. 2016, [EXCEPT T H A T  

A N  E X P L O R A T IO N  E X P E N D IT U R E  FO R  A  C O O K  IN L E T  PROSPECT M U S T  

BE IN C U R R E D  FOR W O R K  P E R FO R M E D  O N  OR  A F T E R  JU L Y  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 for which the production tax credit is claimed;

(B) may be for either a [AN O IL  O R  G A S  D ISC O VER Y]

SCS C S H B  2001(FIN4^hh ~-6- 44442 0 444*
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well that encounters an oil or gas deposit or a dry hole; [AND]

(C) must be for a well that has been completed, suspended, 

or abandoned under AS 31.05.030 at the time the explorer claims the tax 

credit under (f) of this section; and

(D) must be for goods, services, or rentals o f personal 

property reasonably required for the surface preparation, drilling, casing, 

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 w ithin 18 

months after the date the well was spudded;

(3) may not be for [TEST ING , S T IM U L A T IO N , O R  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 pay ments to governments related to the well; costs, including 

repairs and replacements, arising from or- associated-^with- fraud. witful 

misconduct, gross negligence, erimuHd negligeiK'e. or violation of law. nudtHling 

a violation of 33 t . H . C . - U h c a l t h .  safety, or environmental statutes or 

I324Q>h 3» (Glean W ater AeU.regulations; or other costs that are generally 

recognized as indirect costs or financing costs; and

(4) may not be incurred for an exploration well or seismic exploration 

that is included in a plan o f exploration or a plan o f development for any unit 

.mbeforc Mav 14. 2003 ION  M A Y  13. 2003J.

* Sec. 3U32. AS  43.55.025(c) is repealed and reenacted to read:

(c) To be eligible for the 3d20 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

( 1) qualify under (b) o f 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 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

WtftfMtfe -27- SC SC SH B  2001(FIN)-tHH
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distinctly separate from any trap that has been tested by a preexisting 

well; and

(ii) at-the tlme-wf-ihe t'cpueM luc a determination under

result*. and lo p ies-wf-datn collected- and data analy ses for the well l>e 

prtwided to the Department ol" -Natural Resources upon completion o

conducted- on-physical-material; and welI logs collected llom- the- wcl 

and-sample ana)vse^i--te>nne-tfet»physteal anti velocity data includi.t, 

vertical seismic -profiles and-eheck- shot surveys:-testing -data an J 

analyses: ace data: geochem ical analyses.— ami access tt* tanaitse

(4+io—the commissioner o f natural resources must make 

an affirmative determination on whether the geological-objective- o f 

the well-is-a-potential oil or gas-trap-that i—titstittctlwsefwate-fronv-any 

trap that law been-tested4\v-a-preesisting well-ami-what-irdermaben 

under- tli-t -natst -be submitted after- o»-tuple! iotv. -abamk>nment. -or 

sttspettsitw --under-rVS-d-Mhsdldbquestion: the commissioner o f 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 o f 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 o f 

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:— or 

suspension under AS  4l .o>-.4fbl o f the exploration well, the commissioner o f 

natural resources must determine that the well was— consistent— with

SC SC SH B  2001(FlN)auw -28-
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achiev int»adequatelN achieved the explorer’s stated geological objective.

* Sec. 32.33. A S  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 and, 

except for a credit under (/) of this section, within six months o f the completion o f 

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: n> udtUttoB. the e\t>h»fw shall submit TH-fwonrthm 

uecesM H 'v  fo r  th e  h I H a tu ru l fc sm m .’es t<» W H lu tH e  th e  vu fH lk v  o f

(2) an explorer shall agree, in writing.

(A ) to 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 tiling o f a claim for credit, whichever is the latest, for 

which exploration costs are claimed, o f the date o f completion and submit a 

report to that department describing the processing sequence and providing a 

list o f data sets available: (IF. U N D E R  (c)(2)(B) O F  TH IS  SEC T IO N . A N  

E X P LO R E R  S U B M ITS  A  C L A IM  FOR A  C R E D IT  FOR E X P E N D IT U R E S  

FOR A N  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 EE  

M ILE S  O F  A  W E L L  A L R E A D Y  D R ILLE D  FOR O IL  A N D  G AS . IN 

A D D IT IO N  T O  TH E  S U B M IS S IO N S  R E Q U IR ED  U N D E R  (I) O F  TH IS  

S U B SE C T IO N . T H E  EX P LO R ER  S H A L L  S U B M IT  TH E  IN F O R M A T IO N  

N E C E S S A R Y  FO R  T H E  C O M M IS S IO N E R  O F N A T U R A L  R ESO U R C ES  

T O  E V A L U A T E  T H E  V A L ID IT Y  O F  T H E  E X P L O R E R S  C L A IM  T H A T  

T H E  W E L L  IS D IR EC T ED  A T  A  D IS T IN C T L Y  S E P A R A T E  

E X P L O R A T IO N  T A R G E T . A N D  T H E  C O M M IS S IO N E R  O F  N A T U R A L  

R ESO U R C ES  S H A LL . UP O N  R EC E IP T  O F  A L L  E V ID E N C E  

S U F F IC IE N T  FOR T H E  C O M M IS S IO N E R  TO  E V A L U A T E  T H 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 :]

(B) to provide to the Department o f Natural Resources, w ithin
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30 days after the date o f a request, unless a longer period is provided bv the 

Department of Natural Resources, specific data sets, ancillary data, and 

reports identified in (A ) o f this paragraph: in this subparagranh.

(i) a seismic or geophysical data set includes the 

data for an entire seismic survey, irrespective of whether the 

survey )tmi> oworarea covers nonstate land in addition to state 

land or land in a unit in addition to land outside a unit:

(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 yvhole core volume, and 

representative samples, as specified bv the Department of Natural 

Resources, of other gaseous, liquid, or solid material collected 

from drilling or testing the well;

(C) that, notyvithstanding any provision o f A S  38. information 

provided under this paragraph will be held confidential by the Department o f 

Natural Resources

(i) in the case of well data, until the expiration of the 

24-month period of confidentiality described in AS 31.05.035(cH, 

without extension, after yvhich the Department of Natural 

Resources IFOR 10 YEARS FOLLOWING THE COMPLETION 

DATE|. at which tine the Department of -Natural Resources I. AT 

WHICH T IM E  THAT DEPARTMENT] will release the information 

after 30 days' public notice unless, in the discretion of the 

commissioner of natural resources, it is necessary to 

oroteotyvithhold the yved data in order to avoid disclosing 

information relating to the valuation of unleased acreage in the

same vicinity-.-or-unless the yyell is on private land und the ownefj
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(ii) in the case of seismic or other geophysical data, 

other than seismic data acquired bv seismic exploration subject to

(I) 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' public notice.-eveetrt-us to seismic or 

other tteophvsiertl data ucttuired from private land. unless the

“ives Hermissnm to -release—the

seismie w  other-geonhvsieal data

(iii) in the case of seismic data obtained bv seismic 

exploration subject to (A of this 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 subs ction:

(3) if more than one explorer holds an 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 full 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) 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 o f credit to be allowed 

against production taxes levied bv AS 43.55.011(e) uf tfR-tln^eredif-is av-ailalde-fnf 

immed iate vise: 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:

(D) the date of the department's issuance of the certificate:

HB2(MU e -3 1- SC SC SH B  2001 (F IN H m
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and

(El the date on which the information required to be 

submitted under this section will be released [DUE U N D E R  

A S  43.55.0! 1(e) OR  (f)].

* Sec. 33.34. A S  43.55.025(e) is amended to read:

(e) An explorer, other than an entity that is exempt from taxation under 

this chapter, mas transfer. con\c\. or sell its production tax credit certificate to anv 

person, and an\ person who receixes a production tax credit certificate mav also 

transfer. con\e\. or sell the certificate.

* Sec. 35. A S  43.55.025(h) is amended to read:

(h) A  producer that purchases a production tax credit certificate mav apply 

the credits aeainst its production tax levied bv [L IA B IL IT Y  UNDER1 

A S  43.55.011(e) IOR (0). Regardless o f the price the producer paid for the 

certificate, the producer mav receive a credit against its production tax liabilit\ for the 

full amount o f the credit, but for not more than the amount for which the certificate is 

issued. A  production tax credit allowed under this section mav not he applied more 

than once.

* Sec. 36. A S  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 to reduce a taxpayer's tax liability 

under A S  43.55.011(e) or(0  below zero for a calendar year: 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 tax liability under A S  43.55.011(e) or ff> in one or more 

later calendar years.

* Sec. 34=37. A S  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 it 

is compared is spudded.

* Sec. 33=38. A S  43.55.025 is amended by adding anew  sobM*Bon>-subsection to read:

(/) Subject to the terms and conditions o f this section, if a claim is filed under

SC SC SH B  200 1(F IN )hh»  -32-
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(0(1) o f this section before January I, 2016. a credit against the production tax levied 

by A S  43.55.011(e) mH-ffis allowed in an amount equal to five percent o f an eligible 

expenditure under this subsection incurred for seismic exploration performed before 

July I. 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

(B) was conducted outside the boundaries o 'a  production unit; 

however, the amount o f the expenditure that is otherw ise 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.

of-transferable la \  eredits-by the Alaska Re tire ment M anagem ent Buaal is attthori/etl 

by law. t he -department—Mmb—b stte - a—easb refund- to  -the

* Sec. 36v39. A S  43.55.030(a) is amended to read:

(a) A producer that produces oil or gas from a lease or property in the 

state during a calendar year, whether or not anv tax payment is due under 

AS 43.55.020(a) for that oil or gas. 11 H E  PERSON  P A Y IN G  T H E  TAX]  shall file 

w'ith the department on March 31 o f the following year [FO LLO W IN G  TH E  

C A L E N D A R  Y E A R  FO R  W H IC H  T H E  T A X  W A S  LEV IED ]  a statement, under 

oath, in a form prescribed by the department, giving, with other information required, 

the following:

(1) a description o f each lease or property from which [THE] oil or 

[AND] gas was [WERE] produced, by name, legal description, lease number, or 

accounting codes assigned by the department:

(2) the names o f the producer and, if different, the person paying the

tax, if anv:
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(3) the gross amount o f oil and the gross amount o f gas produced from 

each lease or property, and the percentage o f the gross amount o f oil and gas owned 

by the [FACH] producer [FOR W H O M  T H E  T A X  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 property owned by the [EACH] producer and the costs 

of transportation of the oil and gas [FOR W H O M  T H E  T A X  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; [AND]

(6) the producer's qualified capital expenditures, as defined in 

AS 43.55.023. other lease expenditures [AND  A D JU S T M E N T S  A S  

C A L C U L A 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 the oil and gas under

AS 43.55.160:

(8) anv claims for tax credits to be applied; and

(91 calculations show ing the amounts, if anv. that were or are due 

under AS 43.55.020(a) and interest on any underpayment or overpayment 

[AS 43.55.160-43.55.170],

* Sec. 3-.40. A S  43.55.030(d) is amended to read:

(d) Reports required under this section [BY OR  O N  B E H A L F  O F  T H E  

PRODUCER] 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 bv the 

department under standards adopted in regulation bv the department, of not 

more than SI.000 for each day the person fails to file the report at the time 

required. The 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, "report" includes a statement.

* Sec. 38,41. A S  43.55.030 is amended by adding new subsections to read:

(e) An explorer or producer that incurs a lease expenditure under 

A S  43.55.165 or receives a payment or credit under A S  43.55.170 during a calendar

------------------------------------------------------------WORK DRAFT_____________________________________WORK DRAFT
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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 file with the department on M aich3 l 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 

A S  43.55.023, other lease expenditures under A S  43.55.165, and adjustments or other 

payments or credits under A S  43.55.170: and

(2) if  the explorer or producer receives a payment or credit under 

A S  43.55.170, calculations showing whether the explorer or producer is liable for a 

tax under A S  43.55.160(d) or 43.55.170(b) and, if so, the amount.

(f) The department may require a producer, an explorer, or an operator o f a 

lease or property to file 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) any unscheduled interruption of. or reduction in the rate of. oil or 

gas production;

(4) lease expenditures and adjustments under A S  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 o f estimated tax under A S  43.55.020(a): and

(8) other records and information the department considers necessary 

for the administration o f this chapter.

* Sec. 39^42. A S  43.55.040 is amended to read:

Sec. 43.55.040. Powers of Department of Revenue. Except as provided in 

A S  43.05.405 -  43.05.499, 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 by the filing o f regular statements or reports or otherwise.
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additional information that is considered by the department as necessary to compute 

the amount o f the tax; notwithstanding any contrary provision o f law, the disclosure 

o f additional information under this paragraph to the producer obligated to pay the tax 

does not violate A S  40.25.100(a) or A S  43.05.230(a); before disclosing information 

under this paragraph that is otherwise required to be held confidential under 

A S  40.25.100(a) or A S  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 (B) o f this paragraph: and

(B) 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 to 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 files o f the [SUCH 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; [AND]

(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 any oil or gas location, or 

o f a company or other producer o f oil or gas; and

(B) the rendition o f the oil and gas for taxing purposesi

(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 case 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
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New Text Underlined [DELETED TEXT BRACKETED]

H BW H e



WORK DRAFT WORK DRAFT 25 -GH 00 I4

owners relating to unit budget matters: trod

(61 require a producer that has an average total production in the 

state of more than 100.000 barrels a dav for a calendar year 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 year: 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 bv the department, of not 

more than SI.000 for each dav the person fails to file the report, statement, or

other document after notice bv 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 bear 

interest at the rate specified under AS 43.05.225(1).

Sec. 40.43. AS  43.55 is amended by adding a new section to read:

Sec. 43.55.OSS. l-emdtv for utMlerstatem ent-of-taxr

penaltie s prescril ••d by law; it tbere is a-substantial' 'Unde rstate ment' 

be shown on a statem ent retftdfed ttndet-A S 43.55.0.»0t u t. there shall be  add

‘fstatemen to l' tav. 

bv -lawr-d-H

AS 43.55.0304tt»7 d>eredtall-be-addedto-the  ta \ n tH w nnrot-etfnal-to-jO-pefcent-o f -the

tc > -In -addition-to- the penalties -imposed under fa For (bl-o l-tins section.-a 

person-wbo-has matte a subdantdd--tn-efoss-nnder4atetneo4-or tax is liable to -the state

. \ 1 t 111*. s ‘ I ll l  t  t1 t l “  ' I v v t i v n .

(4 ) a substantial onderstate menF tdda?e4br-any-ealendaf year ex ists if 

tbe am ount--.4 tb e -u nderstateroem —R>t- tbe ca lendar- voar exceed-, the lesser o l’ 40 

perce n t-o f  the tax requ ired to be sln n s n on the 'Statement lor the ca lendar year or 

si l n mm quo-J M FI • n I' r.
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* S « i. 41. -VS 4.V.-55 ii amended by adding new seolitmtHe read:

See. 43.55.075. Limitation on assessment and amended returns, (a) Except 

as provided in A S  43.05.260(c). the amount o f a tax imposed by this chapter must be 

assessed within d v four y ears after the latest return was filed.

(b) A  decision o f a regulatory agency, court, or other body with authority to 

resolve disputes that results in a retroactive change to a lease expenditure, to an 

adjustment to a lease expenditure, to costs o f transportation, to sale price, to 

prevailing value, or to consideration o f quality differentials relating to the 

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 

tax 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 days after the change, notify the department in writing;

and

(2) w ithin 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 o f appeals o f the 

decision.

(c) I f  an alteration in or modification o f a producer's federal income tax return 

or a recomputation o f the producer's federal income tax or determination o f 

deficiency occurs that affects the amount o f a tax imposed on the producer under this 

chapter, the producer shall

(1) within 60 days after the final determination o f the alteration,

SC SC SH B  2001 (FIN ) »m  -38-
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modification, recomputation, or deficiency, notify the department in writing; and

(2) within 120 days after 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.

 _̂Sec. 43.>S.#̂ N. Exceptions -to tax credits. t at-her- a-ealendaf year after

2<M>7. a producer or explorer -may-not--take—a—lax—credit -under--AS 43:55.023; 

43.5>.t»24-t>r-4-3t55-.U2>- against-a-tas levied-under- this e-hapler if a Mate court or

an  amount

greater- than S UKI.OOO again-t I lie producer or explorer. the producer or explorer has

HenaI jurisdietitmaf- reqoirementsr 

met

a-tas credit-described in-rat-of thii seel ion-if

was-entered-ot-thc-appeal-iN-pettdhtgt-in ihe form orcath-.-hond.-or other security.

(lit post-judgment interest -onthe judgment amount described

tfHbe-applieable-staiutory-rate:-or 

Bit—the rate of return on the producer:v-or explorer's 

equity as xhosvn on the producer'-* te-evpW er's most recent quarterly
.1 'irn | n i u  I'OlX. > I'l 'li. i t|c ttr rT trn rT l C |*t M t r*i f  the ne tiee  ef-appeab
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(c t  -In-th is seetkwfc

(-24— "producer or exp lorer - - t neludev-tw - aHniate-t

,iv n 1. iiy>r C l |m “vr,

-^ -S ee . 42.44. A S  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 A S  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 or 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. 

The amount o f compensation under this subsection may not exceed the lesser o f 

$444440500,000 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.

notKompbarKe^with t4re provisions o f tbrx chapter by -an-expkvreF-er

(-44 department all expense* re lated to the department'* investigation
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e*;>W er  or prtH.lot.tfr about whom 0>e ooBcomplimue-w.:. -alleged 

all e\ peiv.es l ion-are -mewtvd  l>y the explorer of prtHkrvCf-felatwg- ttHhe department % 

tmesHeat-ien-et- the ode getLfh vnetHHpJ ranee.

* Sec. 4,3.45. AS  43.55.150 is amended to read:

Sec. 43.55.150. Determination of gross value at the point of production, 

(a) For the purposes o f A S  43.55.011 - 43.55.180. the gross value at the point o:' 

production is calculated using the actual [R EASO NAB LE]  costs o f transportation o f 

the oil or gas [. T H E  R E A S O N A B L E  C O STS  O F  T R A N S P O R T A T IO N  A R E  TH E  

A C T U A L  COSTS], except when the

(1) shipper [PARTIES T O  T H E  TR A N S P O R T A T IO N ]  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 N O T  R E P R E S E N T A T IV E  O F  T H E  M A R K E T  V A L U E  OF 

T H A I  TR A N S P O R T A T IO N ] : or [AND]

(3) method or terms o f transportation o f oil or gas are [IS] not 

reasonable in view o f existing alternative [M ETH O D S  OF] transportation options.

(b) If  the department finds that a condition [THE C O N D IT IO N S]  in (a)(1),

(2). or [AND] (3) o' this section is [ARE] present, the gross value at the point of 

production i- 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 o f like transportation, the fair market value 

o f equally efficient and available alternative modes o f transportation, or other 

reasonable methods. Transportation costs fixed by tariff rates that have been 

adjudicated as just and reasonable bv [PROPERLY O N  F ILE  W ITH] the 

Regulatory Commission o f Alaska or another [OTHER] 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 [(a) OF] this section, the

- I I -  SC SC SH B  200l(FIN)-tHH
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department may not allow as reasonable costs o f transportation

( 1) the amount o f loss o f or damage to, or o f expense incurred due to 

the loss o f 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 o f the state;

(2) the incremental costs o f transportation o f the oil that are 

attributable to temporary use o f or chartered or substituted service provided by 

another vessel due to the loss o f 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 o f 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. 44.46. A S  43.55.160(a) is amended to read:

(a) Except as provided in (b) o f this section, for the purposes o f

[(I)] A S  43.55.011(e). the f A N M  --Y( (annual production tax value of

the taxable

(1) [(A)] oil and gas produced during a calendar year from leases or 

properties in the state that include land north o f 68 decrees North latitude is the gross 

value at the point o f production o f the oil and gas taxable under A S  43.55.011(e) and 

produced by the producer from those leases or properties, less the producer's lease 

expenditures under A S  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 

A S  43.55.170;— this suhoitfHgrtwh docs mrt atw lv to gas subject to 

-^43.55.01 Hot:

(21 [(B)] oil and gas produced during a calendar year from leases or 

properties in the state outside the Cook Inlet sedimentary basin, no part o f which is 

north o f 68 degrees North latitude, is the gross value at the point o f production o f the 

oil and gas taxable under A S  43.55.011(e) and produced by the producer from those 

leases or properties, less the producer's lease expenditures under A S  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 A S  43.55.170: this suhnurugrunh does not uunlv-to
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131 [(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 o f production o f the 

oil taxable under A S  43.55.011(e) and produced by the producer from that lease or 

property, less the producer's lease expenditures under A S  43.55.165 for the calendar 

year applicable to the oil produced by the producer from that lease or property, as 

adjusted under A S  43.55.170:

1411(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 o f production o f the 

gas taxable under A S  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 A S  43.55.170J.:

otrtMde fhe Inlet M.dHrtttB t m ?v l w N i n  a m i  osetf in the

»t the H m n t  of o r m l m M H m  <»f that “its taxable under A S  4J.55.tU H H — t w d  

(HmhH'ed )>v the nrtHbtcyr f r o m  thtif kntM* of tht*

evHewlitweN >m<ler A S  43.5>.I6> (t>f the-ettkMHltfrf veai 

tmHlHCtHl-bv tbe tHQifwHH' fr<HH that k n t w  or- tw»t 

A S  43.55.170

f(2) A S  43.55.011(g), T H E  M O N T H L Y  P R O D U C T IO N  T A X  

V A L U E  O F  T H E  T A X A B L E

(A) O IL  A N D  G A S  P R O D U C ED  D U R IN G  A  M O N T H  

FR O M  L E A S E S  OR  PRO PERTIES  IN  T H E  S T A T E  T H A T  IN C L U D E  

L A N D  N O R TH  O F 68 D FG R E E S  N O R TH  L A T IT U D E  IS T H E  GRO SS 

V A L U E  A T  T H E  P O IN T  O F  P R O D U C T IO N  O F  T H E  O IL  A N D  G A S  

T A X A B L E  U N D E R  A S  43.55.011(g) A N D  P R O D U C ED  B Y  TH E  

PR O D UC ER  FR O M  TH O S E  L E A S E S  O R  PROPERTIES. LESS  1/12 O F 

T H E  PR O D UC ER 'S  L E A S E  E X P E N D IT U R E S  U N D E R  A S  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 L E  T O  T H E  O IL  A N D  G A S  

PR O D UC ED  B Y  T H E  P R O D U C ER  FR O M  TH O S E  L E A S E S  OR

H 1*2001 * -43- SC SC SH B  2001(FINhH*»
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PROPERTIES , A S  A D JU S T E D  U N D E R  A S  43.55.170;

(B) O IL  A N D  G A S  P R O D U C ED  D U R IN G  A  M O N T H  

FR O M  L E A S E S  O R  PRO PERTIES  IN T H E  S T A T E  O U T S ID E  T H E  C O O K  

IN L E T  S E D IM E N T A R Y  B AS IN . N O  P A R T  O F W H IC H  IS N O R T H  O F  68 

D EG R EES  N O R T H  L A T IT U D E , IS T H E  GRO SS V A L U E  A T  T H E  PO IN T  

OF P R O D U C T IO N  O F  T H E  O IL  A N D  G A S  T A X A B L E  U N D E R  

A S  43.55.011(g) A N D  P R O D U C ED  B Y  T H E  P R O D U C ER  FR O M  TH O S E  

L E A S E S  OR  PROPERTIES. LESS  1/12 O F T H E  PR O D UCER 'S  L E A S E  

E X P E N D IT U R E S  U N D E R  A S  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 L E  TO  T H E  O IL  A N D  G A S  P R O D U C ED  B Y  T H E  PR O D UCER  

FR O M  TH O S E  L E A S E S  OR  PROPERTIES , A S  A D JU S T E D  U N D E R  

A S  43.55.170;

(C) O IL  P R O D U C ED  D U R IN G  A  M O N T H  FR O M  A  

L E A S E  OR  PR O P ER TY  IN  T H E  C O O K  IN L E T  S E D IM E N T A R Y  B AS IN  

IS T H E  G R O SS  V A L U E  A T  T H E  P O IN T  O F  P R O D U C T IO N  O F  T H E  O IL  

T A X A B L E  U N D E R  A S  43.55.011(g) A N D  P R O D U C ED  B Y  TH E  

PR O D UC ER  FR O M  T H A T  L E A S E  OR PR O PERTY. LESS  1/12 O F  TH E  

P R O D U C ER ’S L E A S E  E X P E N D IT U R E S  U N D E R  A S  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 L E  T O  T H E  O IL  P R O D U C ED  B Y  TH E  

P R O D U C ER  FR O M  T H A T  L E A S E  OR  PR O PERTY. A S  A D JU S T E D  

U N D E R  AS  43.55.170;

(D) G A S  P R O D U C ED  D U R IN G  A  M O N T H  FR O M  A  

L E A S E  OR  PR O PER TY IN T H E  C O O K  IN L E T  S E D IM E N T A R Y  B AS IN  

IS T H E  GRO SS  V A L U E  A T  T H E  P O IN T  O F P R O D U C T IO N  O F T H E  G A S  

T A X A B L E  U N D E R  A S  43.55.011(g) A N D  PR O D U C ED  B Y  T H E  

PR O D UC ER  FR O M  T h  '  '  L E A S E  OR PR O PER TY. LESS  1/12 O F  T H E  

PR O D UC ER 'S  L E A S E  E X P E N D IT U R E S  U N D E R  A S  43.55.! 65 FOR T H E  

C A L E N D A R  Y E A R  A P P L IC A B L E  T O  T H E  G A S  PR O D U C ED  B Y  T H E  

PR O D UC ER  FR O M  T H A T  L E A S E  OR  PR O PERTY. A S  A D JU S T E D  

U N D E R  A S  43.55.170].

* Sec. 4»r47. A S  43.55.160(b) is amended to read:

SC SC SH B  2001 (F I N H m  -44-
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(b) A  production tax value calculated under 1(a) O F  I 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 A S  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 N N U A L ]  production tax value calculated under (a] [(a)(1)] o f 

this section o f 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 a method to ensure that.

for a period for which a producer's tax liability is limited bv AS 43.55.01 Hi) or 

(k). anv adjusted lease expenditures under AS 43.55.165 and 43.55.170 that 

would otherwise be deductible bv a producer for that period but whose 

deduction would cause a production tax value calculated under (a)(3) or (4) of 

this section to be less than zero are accounted for as though the adjusted lease 

expenditures had first been used as deductions in calculating the production tax 

values of oil or gas subject to anv of the limitations under AS 43.55.011 (i) or (k)

that have positive production tax values so as to reduce the tax liability

calculated without regard to the limitation to the maximum amount provided for 

under the applicable provision of AS 43.55.011(i) or (k). Only the amount of 

those adjusted lease expenditures remaining after the accounting provided for 

under this subsection mav he used to establish a carried-forward annual loss 

under AS 43.55.023(b). In this subsection, "producer" includes "explorer."

* Sec. 46:49. AS 43.55.165(a) is repealed and reenacted to read:

(a) I xcept as provided in (k> and this secttnn h>i For purposes o f this 

chapter, a producer's lease expenditures for a calendar year are

( I ) costs, other than items listed in (e) o f this section, that are

(A) incurred in the stiHe by the producer during the calendar

year after March 31. 2006. to explore for. develop, or produce oil or gas

deposits located within the producer's leases or properties in the state or. in the 

case o f 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

-45- SCSCSHB 200l(FIN)-tim
New Text Underlined [DELETED TEXT BRACKETED]



I
2

3

4

5

6

7

8

9

10

II

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

■WORK DRAFT WORK DRAFT

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 incurred upstream o f the point o f 

production o f oil and gas;

(ii) the costs must be ordinary and necessary costs o f 

exploring for, developing, or producing, as applicable, oil or gas 

deposits: and

(iii) the costs must be direct costs o f 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.

* Sec. 47.50. A S  43.55.165(b) is amended to read:

(b) For purposes o f (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;

(B) payments o f or in lieu o f property taxes, sales and use 

taxes, motor fuel taxes, and excise taxes;

[(C) A  R E A S O N A B L E  A L L O W A N C E . A S  D E T E R M IN E D  

U N D E R  R E G U L A T IO N S  A D O P T E D  B Y  T H E  D E P A R T M E N T , FOR  

O V E R H E A D  EX P EN S ES  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 E V E LO P IN G . A N D  P R O D U C IN G  O IL  O R  G A S  DEPO SITS  L O C A T E D  

W IT H IN  L E A S E S  O R  PR O PERTIES  O R  O TH 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 o f the lease or property within which an oil or gas deposit being 

explored for. developed, or produced is located in order for the cost o f the activity to

S £ S C S H B 2 0 0 I( F IN )4 H h  -46 -
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be a cost upstream o f the point o f production o f the oil or gasi

(3) in determining whether costs are lease expenditures, the 

department mavshall consider, among other factors, the

(At 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 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 bv 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 calculating net 

profits under a lease issued under AS 38.05.180(f)(3)(B). (D). or (E).

* Sec. 48.51. AS  43.55.165(c) is repealed and reenacted to read:

(c) Subject to (u) and (h) o f this section, if the department finds that the 

pertinent provisions o f a unit operating agreement or similar operating agreement are 

substantial consistent with the department's determinations and standards under (a) 

and (h) o f this section concerninu whether costs are lease expenditures and, in 

addition, finds that at least one working interest owner part\ to the agreement, other 

than the operator, with substantial incentive and ability to effectiveK audit billinus 

under the agreement, in fact is effectively auditinu billinus under the aureement, the 

department ma\ authorize or require a producer, subject to conditions prescribed 

under reuulations adopted b\ the department, to treat as that portion o f its lease 

expenditures for a calendar \ear applicable to oil and uas produced from a lease or 

propertN in the state only

(I) the costs, other than items listed in (e) o f this section, that are 

incurred b\ the operator durinu the calendar \ear and that

(A ) are billed to the producer b\ the operator under the 

agreement to which that lease or property is subject and are either not disputed 

b\ a uorkinu interest owner party to the agreement or are finall\ determined

HBZwm* -47- S C S C S H B  200I(FIN)-*hh
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to be properls billable as a result o f dispute resolution; or

(13) for a producer that is the operator, would be hi I lable to the 

producer b\ the operator in accordance with the terms o f the agreement to 

which that lease or property is subject if  the producer were not the operator: 

and

(2) a reasonable percentage, as determined under regulations adopted 

b\ the department, o f the costs that are billed under ( I ) o f this subsection as an 

allowance for overhead expenses directK related to exploring for, developing. and 

producing oil or gas deposits located w ithin the lease or property

* See. 52. AS  43.55.165(e) is amended to read:

(e) For purposes o f this section, lease expenditures do not include

( 1) depreciation, depletion, or amortization:

(2) oil or gas royalty payments, production payments, lease profit 

shares, or other payments or distributions o f a share o f oil or gas production, profit, or 

revenue, exeent that a producer's lease expenditures applicable to oil and gas 

produced from a lease issued under A S  38.05.180(f)(3)(B). (D). or (E) include the 

share o f 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 o f raising equity or

debt capital:

(5) acquisition costs for a lease or property or exploration license;

(6) costs. Hudodwg retu h fv  ami retdueementv. arising from o f 

frSMHHuU-d w ifh  fraud, wilful misconduct. [OR] gross negligence, crim inal 

negligence, or violation of law, ineludiogor failure to comply with an obligation 

under a violntioo of ^  3-.V.<L. 4-3 l-9fe H Fllease. permit, or license issued bv the 

state or TJ2HI»f3) ̂  leon VVoter AcOfederal government;

(7) fines or penalties imposed by law;

(8) costs o f arbitration, litigation, or other dispute resolution activities 

that involve the state or concern the rights or obligations among owners o f interests 

in. or rights to production from, one or more leases or properties or a unit:

(9) costs incurred in organizing a partnership, joint venture, or other

S C S C S H B  2 0 0 I(F IN )  -48 -
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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) w  c-xmHulit-ufe- incur m l  for a transaction that is an internal 

transfer or is otherwise not an arm's length transaction, unless the producer 

establishes - Kfr-thc-sathdactiou-ol-' the department expenditures incurred that the 

expend iture is not-H -VP I -VI >141 -R l-S  4 M ' I • K-RH i t 41.-\ I A  K I. lare in excess o f 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;

(14) a tax levied under AS 43.55.011;

(15) [THE PORTION OF] cosis 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 [. THAT IS ATTRIBUTABLE TO PRODUCTION OF OIL OR GAS 

OCCURRING BEFORE APRIL I. 2006; THE PORTION IS CALCULATED AS A 

RATIO OF THE AMOUNT OF OIL AND GAS PRODUCTION. IN BARRELS OF 

OIL EQUIVALENT. ASSOCIATED WITH THE FACILITY, PIPELINE, WELL 

PAD. PLATFORM. OTHER STRUCTURE, LEASE, FIELD. UNIT. AREA. BODY 

OF WATER. OR RIGHT-OF-WAY OCCURRING BEFORE APRIL 1. 2006, TO 

THE TOTAL AMOUNT OF OIL AND GAS PRODUCTION. IN BARRELS OF 

OIL EQUIVALENT, ASSOCIATED WITH THAT FACILITY. PIPELINE. WELL 

PAD. PLATFORM, OTHER STRUCTURE, LEASE. FIELD. UNIT. AREA. BODY 

OF WATER. OR RIGHT-OF-WAY THROUGH THE END OF THE CALENDAR 

MONTH BEFORE COMMENCEMENT OF THE DISMANTLEMENT, 

REMOVAL. SURRENDER. OR ABANDONMENT]; a cost is not excluded under

KB2WH* -49- SC SC SH B  200HFtNL.HU
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this paragraph if  the dismantlement, removal, surrender, or abandonment for which 

the cost is incurred is undertaken for the purpose o f replacing, renovating, or 

improving the facility, pipeline, well pad, platform, or other structure; [FOR TH E  

PURPOSES O F  TH IS  P A R A G R A P H , "B A R R E L  O F  O IL  E Q U IV A L E N T "  M E A N S

(A) IN T H E  C A S E  O F  O IL , O N E  B AR R EL ;

(B) IN TH E  C A S E  O F  G AS , 6,000 C U B IC  FEET;]

(16) costs incurred for containment, control, cleanup, or removal in 

connection with any unpermitted release o f 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 o f developing and maintaining an oil 

discharge prevention and contingency plan under A S  46.04.030;

( 17) costs incurred to satisfy a work commitment under an exploration 

license under A S  38.05.132;

(18) that portion o f expenditures, that would otherwise be qualified 

capital expenditures^ defined in A S  43.55.023 [AS 43.55.023(k)]. incurred during a 

calendar year that are less than the product o f $0.30 multiplied by the total taxable 

production from each lease or property, in B TU  equivalent barrels, during that 

calendar year, except that, when a portion o f a calendar year is subject to this 

provision, the expenditures and volumes shall be prorated within that calendar yeaq

(19) costs incurred for repair, replacement, or deferred 

maintenance of a facility , a pipeline, a structure, or equipment, other than a well, 

that results in or is undertaken in response to a failure, problem, or event that 

results in an unscheduled interruption of. or reduction in the rate of. oil or gas 

production: or costs incurred for repair, 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 unpermitted 

release of a hazardous substance or of gas: however, costs under this paragraph 

that would otherwise constitute lease expenditures under (a) and (b) of this 

section mav be treated as lease expenditures if the department determines that 

the repair or replacement is solely necessitated bv an act of war, bv an 

, nanticipated grave natural disaster or other natural phenomenon of an

[I SCSCSH B200 I(F IN )hhh -50- H BK MU e
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exceptional, inevitable, and irresistible character, the effects of which could not 

have been prevented or avoided by the exercise of due care or foresight, or bv an 

intentional or negligent act or omission of a third party , other than a party or its 

agents in privity >f contract with, or emr'oved bv. the producer or an operator 

acting for the : *-oducer, hut only if the producer or operator, as applicable, 

exercised due ewe in operating and maintaining the facility , pipeline, structure, 

or equipment, and took reasonable precautions against the act or omission of the 

third party and against the consequences ot the act or omission: in this 

paragraph.

(A) "costs incurred for repair, replacement, or deferred 

maintenance of a facility , a pipeline, a structure, or equipment" includes 

costs to dismantle and remove the facility, pipeline, structure, or 

equipment that is being replaced:

(B) "hazardous substance" has the meaning given in

AS 46.03.826;

(O "replacement" includes renovation or improvement:

(20) costs incurred to construct, acquire, or operate a refinery or 

crude oil topping plant, regardless of whether the products of the refinery or 

topping plant are used in oil or gas exploration, development, or production 

operations: however, if a producer owns a refinery or crude oil topping plant 

that is located on or near the premises of the producer's lease or property in the 

state and that processes the producer's oil produced from that lease or property 

into a product that the producer uses in the operation of the lease or property in 

drilling for or producing oil or gas, the producer’s lease expenditures include the 

amount calculated bv subtracting from the fair market value of the product used 

the prevailing value, as determined under AS 43.55.020(f). of the oil that is 

processed:

(2021) costs of lobbying, public relations, public relations 

advertising, or policy advocacy.

* Sec. 49,53. A S  43.55.165(h) is amended to read:

(h) The department shall adopt regulations that provide for reasonable

HB204U* -5 1- SC SC SH B  2001(FIN)-t»m
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methods o f allocating costs between oil and 

AV43  > > 4)1 H o ) -a n d other gn*i and between leases or properties in those 

circumstances where an allocation of costs is required to determine [THE 

D E T E R M IN A T IO N  O F  THE] lease expenditures that are costs of exploring for, 

developing, or producing oil deposits or costs of exploring for, developing, or 

producing gas deposits [AP P L IC AB LE  T O  O IL  OR  T O  GAS], or that are costs of 

exploring for, developing, or producing oil or gas deposits located within

[AP P L IC AB LE  T O  O IL  A N D  G A S  PR O D U C ED  FROM] different leases or 

properties [, R E Q U IR ES  A N  A L L O C A T IO N  O F  COSTS].

* Sec. >9. 54. AS  4 3 . 5 5 . 170(a) is amended by-adding -new subsections-to read:

( k )-For purposes o f A S  43-55-.T60r4bf a calendar year after 2006. a producer^ 

total lease espcndituresrbeltne adjustment under AS  43.55.L70. that are applicable to 

o il and gas produced by the -prodtKer-lrsao-alb-leases-or-propertios within a unit from

produced by-the c!ose-of the most recent calendar-year-and from which tire average

Unless the payment or credit has alread\ been 

subtracted in calculating billable or hilled costs under

calendar year-jb97. are-ei)oaUto-+he-pnHioot-ob4-.37 multiplied by the total lease

w-thc-prodacenfrom all-leases or properties w ithin 

the unit. a-, reported on the producer's statement under A S 43.5>.030fat lor calendar

m  I I I t I is I i. l. I 1\\ itttTrnpTtvtrTrv

determined lor-the previous calendar year un^ef-this subsec tarn:— I he producer's total 

lease e \pendilures- Ibr-a-caleinlar y ear after 21)06 that are -applicable to -otl-and-gas

product -product -propemes-

subsectimt are tlte- sum o f the producer's -t|ualilied capital expenditures incurred 

during the calendar-  year that are applicable to that oil and gas plus the lease
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expenditures. mhgf than -tpudilied capital expenditure s  that are upplicuhle tu- that oil 

and etts as determined under thi*-suhxeetion- and t /f -o f -d m -secthw. 14' a producer

culeiular year--undef-th is subsection transfer*  an interest—w-a+. u fleeted lease i>r 

p<x>perty-tm-a-difterem producer, the transferee's lease expenditures applicable to nil 

and gas produced h> the transferee from the- least- ot^-property-continue -ur-he  

determined under this sirhsectmn using—these 2dl>6-lease—expenditures. -in- this

riven in AS  43:55X123.

determines that the repon e\penditures. other than-t.p»aiilied

capital e xpenditures. for calendar sear 2006 upplicalde-to-Hihand gas produced hv the 

prodacon-from all leases or properties w ithim-a--unit-sub ject - to (h i id' thiv-sectaat

than tfualilietl-ctipitnl-expenditures.-the producer or -transferee. as applicable. shall <11 

substitute-

amended -stuteinents -4br--nffeoted-past--tux-peraHis-¥ritbiH-nif--da*s- alter the I'mal 

detemnnatHHt:

* See. 51. A -S 43t> 5.170(u> is amended to read:

(a) A  | i -Nrld-.SS H U . R A V M h N -f d fR -C R H )H  H A S - U .R I \ I )V Itl-.hN 

M -43 IR -U  -!4 -l> -R v-C -A I-h4 -l-A -h l\ ( i R il R A W  I- O R  U l l I.I .l ) ( < )S I S -4- M 4RR 

A S  43.55.165(c) [OR (dh—V I)). a producer’s lease expenditures under A S  43.55.165 

must be adjusted by subtracting payments or credits, other than tax credits, received 

by the producer or by an operator acting for the producer for

(1) the use by another person o f a production facility in which the 

producer has an ownership interest or the management by the producer o f 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

H»204Hc -53- S C S C S H B  2001(FIN)-tmi
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payment from the state or federal government for reimbursement o f the producer’s 

upstream costs, including costs for gathering, separating, cleaning, dehydration, 

compressing, or other field handling associated with the production o f oil or gas 

upstream o f the point o f production;

(3) the sale or other transfer o f

(A) an asset, including geological, geophysical, or well data or 

interpretations, acquired by the producer as a result o f a lease expenditure or 

an expenditure that would be a lease expenditure if  it were incurred after 

March 31. 2006; for purposes o f this subparagraph.

(i) if  a producer removes from the state, for use outside 

the state, an asset described in this subparagraph, the value o f the asset 

at the time it is removed is considered a payment received by the 

producer for sale or transfer o f the asset;

(ii) for a transaction that is an internal transfer or is 

otherwise not an arm's length transaction, if  the sale or transfer o f 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 

property under A S  43.55.020(e); and

(ii) the cost o f acquiring which is a lease expenditure 

incurred by the person that acquires the oil or gas.

* Sec. >2^55. A S  43.55 is amended by adding a new section to article 4 to read:

Sec. 43.55.890. Disclosure of tax information. Notwithstanding any contrary 

provision o f A S  40.25.100. and regardless o f whether the information is considered 

under A S  43.05.230(e) to constitute statistics classified to prevent the identification o f 

particular returns or reports, the department may pu^'ish 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 o f the state:

(1) the amount o f oil or gas production:

(2) the amount o f taxes levied under this chapter or paid under this

SC SC SH B  2001(FIN)-»m  -54-
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chapter;

(3) the effective tax rates under this chapter;

(4) the gross value o f oil or gas at the point o f production;

(5) the transportation costs for oil or gas;

(6) qualified capital expenditures, as defined in A S  43.55.023;

(7) exploration expenditures under A S  43.55.025;

(8) production tax values o f oil or gas under A S  43.55.160;

(9) lease expenditures under A S  43.55.165;

(10) adjustments to lease expenditures under A S  43.55.170;

(11) tax credits applicable or potentially applicable against taxes 

levied by this chapter.

* Sec. 5^56. A S  43.55.900 is amended by adding new paragraphs to read:

(22) "producer" means an owner o f an operating right, operating 

interest, or working interest in a mineral interest in oil or gas;

(23) " progressiv itv— tax— rate— w eans -that -part- o f the tax -rate in 

A-S-4-3.>>tO !4tg ) that exceed* 25 percent:

h - i t — unit" means a group o f tracts o f land that is

(A) subject to a cooperative or a unit plan o f development or 

operation that has been certified by the commissioner o f natural resources 

under A S  38.05.180(p);

(B) subject to a cooperative or a unit plan o f development or 

operation that has been certified by the United States Secretary o f the Interior 

under 30 U.S.C. 226(m);

(C) subject to an agreement o f the owners o f interests in the 

tracts o f land to validly integrate their interests to provide for the unitized 

management, development, and operation o f the tracts o f land as a unit, within 

the meaning o f A S  31.05.110(a); or

(D) within the unit area o f a unit created by order o f the 

Alaska Oil and Gas Conservation Commission under A S  31.05.110(b-n}.

(23) "used in the Mate" means delivered for consumption as fuel in tlte 

stale, including as fuel mmsumcJ to generate eleclric itv-.

UU7ML,rriTfcTTTTTv -55- SCS C SH B  2001(FIN)-ttm
New Text Underlined [DELETED TEXT BRACKETED]



WORK DRAFT WORK DRAFT 25-GH00I4

- * See. > 4. A S  | j . 55.160(0. I.V35.165(c). 1-V55.l63(d 4. artd-4d-.-53.1KO ure repeated .- 

* Set1. 55. The tnicodified law ttV the State itV Alaska is amended hy adding a new sectaw  to

tafli j • t vlUf.

APP1.K A H II -II V. tat Section?, 1-5— 3<»: 3X. 44— 34-. and >4 okthrs Act apply to oh

A S  45.55.(>5<Ha). as anrended hy seer-36 ol this Act. and A S  43.53 .(534He) and-OVas-added

te4—Seit ions 2^ - >2 an d .U -o f f̂hhr Ae t apph-4o exploration expenditures incurred IW  

work (>ef4mnted -a44et December 3 i . 2IHI6. that are dre Iw m s  o l t a x -oredhs that muy he 

claimed aeainst raxes-levied lor nit anti gas prodrtced-alier December 51—2007:

<<3) AS  43.33.4>35. enacted hy sec. 4dot~ this Aet.-appltes to understatements made 

alter the elTective date oVsee. 40 ot~ this Ac t.

t e f -A S -43;>>:U75fal. enacted hy -sec. 44- o l' this A ch applies to any ta.x-liahilitv--under 

AS45.55 with respect to w hich the period o f limitations on-assessment -under-A S 4 -3-.05r360 

hatl-trot-expiry d -lv V-ae4lre-e4VtH.4ti-e-i.late o I'-nccv  14 and4 l-oVtkis -Aet.

xee-.4 7-<4 th6 A ctr applies-k»-nny-tepert-reipdfed-n> tv  Itled-alter the eli ective date o l'see.-47

sec . -34 o l'th is Ac t. -applies-to-any  -report .-statement. or other document required to -he Hied

-  t -̂Sec. 56. 1 Ire -w n W ttied lasv i*1 the State ol' -Ala A a  i-. amended hy adding new sections in 

read:

W V 4 -V ( - — k-iv-tlre hrtent-otAde-leecdnlurc tlrat the eontotissilwrer o f adminixiratiim shall 

cause- not more than lour nil and-gas-tevenue audit master positions to he created in the

he-eteated in the Department ol'natural Resources. O il and gas revenue-andit masters shirll 

be-cmplo)cd in a professional capacils to collect o il and gas reveinte by -developing policy. 

eondocting-sftid ics. drafting proposed- regulations. enforcing regulations. and d irecting audits

Kidet

(4k  A-M A A s A S kl V i M  I A l 1)11 V1A-S I 4 -R - POSi44D \S: I I ( iIS I.A  H V I
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hy oil tnul gas auditors.

(ML— A N D  D A S — A U D t fQ R fe -  (-1 AS S  11 1C A LK)N— A N D — P A Y — P L A NS,

(-2) -the- Department <4 Administration shall-develop and 

implement u distinct positimv-ei assilk a timt - plan and- a- d istinct pay plan -id r  oil ami gas 

auditors aiul their immediate supen isors that |>eft'orm

f2L - royalty audits. including net -profit share audits, in tlte Department- o l'

IVttHBUi f  ’K tfStH I

* See. 57.

reath

T R A N S IT IO N : D L P A R 1 M L N  1 < >L N A D  iR A L  -R L S O O R C LS R LG U L -A T lQ N jL

Notwithstanding any contrary provision--t4: A S -L L 62.240.- a regulation adopted hy the

Department o f Natural Resinuces to-implement. interpret.-tnake speci fie. -or mherwise carry 

out statutory— provision*, lor the -administration o f otl— atul gas— leases issued under

A S  38d>5:l 80( TK-3 H BK (D). o rtl >. to the event the tegtdat ton deals with the treatment o f oil 

tively to-April -1 :-2006: iI'-the-Depar-tntent-ot’ Natural-Resources expressly designates -in

AS  43.55.011(h), 43.55.011(/). 43.55.01 l(n). 43.55.160(e). and 43.55.165(d) are repealed.

* Sec. 58. The uncodified law o f the State o f Alaska is amended by adding a new section to 

read:

A P P L IC A B IL IT Y , (a) Sections 15 - 27. 29 - 38. and 45 - 57 o f this Act applv to oil 

and gas produced after June 30. 2007.

(h) Sections 39 and 41 o f this Act appl\ to statements and reports under 

A S  43.55.030(a). as amended by sec. 39 o f this Act, and A S  43.55.030(e) and (0. as added 

hv see. 41 o f this Act, required to he filed after the effective date o f secs. 39 and 41 o f this 

Act.

(c) Sections 30 - 33. 35. and 37 o f this Act applv to exploration expenditures incurred 

for work performed after December 31. 2007. that are the basis o f tax credits that mav be 

claimed aeainst taxes levied for oil and gas produced after December 31. 2007.

(d) A S  43.55.075(a). enacted bv sec. 43 o f this Act, applies to anv tax liability under

» K 2 W tc -57- SC SC SH B  2001(F IN )hmh
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A S  43.55 with respect to which the period o f limitations on assessment under A S  43.05.260

had not expired before the effective date o f secs. 14 and 43 o f this Act.

(e) The penaltN in AS  43.55.030(d). enacted b\ the amendment to AS  43.55.030(d)

in sec. 40 o f this Act, applies to an\ report required to be filed after the effective date o f sec. 

40 ol'this Act that is not filed timely.

(0 The penaltN in AS  43.55.040(7). enacted h\ the amendment to A S  43.55.040 in 

sec. 42 o f this Act, applies to an\ report, statement, or other document required to be filed 

after the effective dale o f sec. 42 o f this Act.

* Sec. 59. The uneodified law o f the State o f Alaska is amended hv adding a new section to

read:

O IL  A N D  G A S  R E V E N U E  A U D IT  M A S T E R  POSITIONS: L E G IS L A T IV E

IN T E N T . It is the intent o f the legislature that the commissioner o f administration shall cause 

not more than four oil and gas revenue audit master positions to he created in the Department 

o f Revenue and not more than two oil and jgas revenue audit master positions to be created in 

the Department o f natural Resources. Oil and gas revenue audit masters shall be employed in 

a professional capacity to collect oil and tzas revenue b\ developing polics. conducting 

studies, drafting proposed retaliations, enforcing regulations, and directing audits b\ oil and 

gas auditors.

* Sec. 60. The uneodified law o f the State o f Alaska is amended hv adding a new section to

read:

O IL  A N D  G A S  A U D IT O R S : C L A S S IF IC A T IO N  A N D  P A Y  PLANS .

Notwithstanding A S  39.25.150(2). the Department o f Administration shall develop and 

implement a distinct position classification plan and a distinct pay plan for oil and gas 

auditors and their immediate supervisors, other tLan revenue audit masters, that perform

( 1) oil and gas tax audits in the Department o f Rev enue under the direction o f 

an oil and gas revenue audit master:

(2) rovaltv audits, including net profit share audits, in the Department o f 

Natural Resources under the direction o f an oil and gas revenue audit master.

* Sec. 61. The uneodified law o f the State o f Alaska is amended bv adding a new 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 subject to tax under AS  43.55 that is

SC SC SH B  2001(FIN)-*hh -58-
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required to make one or more installment payments o f estimated tax or other payment o f tax 

under A S  43.55.020(a). as amended bv sec. 21 o f this Act, for the production o f oil or gas 

durinu a month after June 30. 2007, and before the effective date o f sec. 21 o f this Act but 

that failed to pay the full amount o f the installment payments or other payment o f tax 

required under A S  43.55.020(a) because o f the retroactive application o f secs. 15 - 27. 29 - 

38. and 45 - 57 o f this Act under sec. 64 o f this Act, shall pay before April I. 2008. the 

balance o f anv tax due under AS  43.55 for the period after June 30. 2007. and before the 

effective date o f this section.

* Sec. 62. The uneodified law o f the State o f Alaska is amended b\ add inti a new section to 

read:

T R A N S IT IO N : R E T R O A C T IV IT Y  O F R E G U L A T IO N S . Notwithstanding anv 

contrary prov ision o f A S  44.62.240.

(0  if the Department o f Revenue <• .pressly designates in the regulation that 

the regulation applies retroactively to that date, a regulation adopted b\ the Department o f 

Revenue to implement, interpret, make specific, or otherwise carry out secs. IS - 27. 2C> - 38. 

and 45 - 57 ol'this Act mav applv retroactively to July I. 2007:

(2) a regulation adopted hv the Department o f Natural Resources to 

implement, interpret, nakc specific, or otherwise carr\ out statutory provisions for the 

administration o f oil and uas leases issued under A S  38.05.180(f)(3)(B). (D). or (H). to the 

extent the retaliation deals with the treatment o f oil and uas production taxes in determining 

net profits under those leases, mav applv retroactively to April 1. 2006. if the Department o f 

Natural Resources expressly designates in the regulation that the regulation applies 

retroactively to that date.

* Sec. 63. The uneodified law o f the State o f Alaska is amended bv addinti a new section to 

read:

T R A N S IT IO N : R E G U L A T IO N S . The Department o f Natural Resources and the 

Department o f Revenue may proceed to adopt regulations to implement this Act. The 

regulations take effect under A S  44.62 (Administrative Procedure Act), but not before the 

effective date o f the law implemented by the regulation.

* Sec. £*L64. The uneodified law o f the State o f Alaska is amended by adding a new 

section to read:

-------------------------------------------------------------WORK DRAFT_____________________________________WORK DRAFT 25-GH00I4
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R E V IS O R 'S  l?VVI4U ‘C 'l lO M r-ln the follow ing statute-sections. the rev isor o f statutes 

shall substitute the spanned reference

43.55.180": A S  13.55.020(e). 43.55.080.— l3.5>rl-3»^--43.55.150(»». 13.55.201(c). and

(2) "A S  43.55.01-7 — 43^-^470" tor the-spanned re ference— AS  43.55.017 - 

43.55.180": A S  43.55.023(g).

T Y  O l C E R T A IN  PR O V IS IO N S  O F  TH IS  A C T , (a)

Sections 29 and 34 o f this Act are retroactive to July 1, 2003.

(b) Sections 15 -  34*27. 29 - 38, 44— 5f^and 5445 - 57 o f this Act tokeare retroactive 

to July 1.2007.

* Sec. 65. Section 28 o f this Act takes effect January 1,2008.

* Sec. 04.66. Except as provided in sec. 6065 o f this Act, this Act takes effect immediately 

under A S  01.10.070(c).
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