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Representative Lance Pruitt
House Majority Leader

Sponsor Statement

HB 334
"An Act relating to the qualified oil and gas service industry expenditure credit; and relating
to a credit against o il and gas exploration, production, and pipeline transportation property
taxes."

HB 334 is designed to incentivize property manufactured or modified in Alaska and used in the
oil and gas industry. This type of industrial activity provides an increase to the in-state economy;
providing new, high paying jobs, additional demand for logistics services, as well as fostering
innovation in technology and energy distribution. This legislation would also distribute benefits
to regions in Alaska whose economies don’t directly benefit from the oil & gas sector.

HB 334 creates a transferable tax credit certificate for use against oil and gas exploration,
production, and pipeline transportation property taxes. The basis for the tax credit certificate is a
tax credit under AS 43.20.049, the qualified oil and gas service industry expenditure credit. A
qualified oil and gas service industry expenditure is an expenditure directly attributable to an in-
state manufacturer or in-state modification of tangible personal property used in the exploration
for, development of, or production of oil and gas deposits.

This credit is expanded to those taxpayers that purchase tangible personal property from a
taxpayer that manufactured or modified such personal property in state and which otherwise
meets the criteria for a qualified oil and gas service industry expenditure.

HB 334 provides a direct incentive to taxpayers in the Alaska oil and gas service industry to use
tangible personal property manufactured or modified by in-state taxpayers, creating state
economic benefits beyond direct exploration and extraction and strengthening Alaska based
manufacturing and related employment.
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CS FOR HOUSE BILL NO. 334( )
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-EIGHTH LEGISLATURE - SECOND SESSION

BY

Offered:
Referred:

Sponsors): REPRESENTATIVE PRUITT

A BILL
FOR AN ACTENTITLED
"An Act relating to the qualified oil and gas service industry expenditure credit; and
relating to a credit against oil and gas exploration, production, and pipeline

transportation property taxes."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 43.20 is amended by adding a new section to read:

Sec. 43.20.052. Transferable qualified oil and gas service industry
expenditure credit certificate, (a) A person that is entitled to take a credit under
AS 43.20.049 that wishes to transfer the unused credit to another person may apply to
the department for a transferable tax credit certificate. Except as provided in (d) of this
section, a tax credit certificate issued under this section may be applied against a tax
levied under AS 43.56.

(b) A tax credit certificate provided under (a) of this section may be sold,
assigned, exchanged, conveyed, or otherwise transferred in whole or in part.

(¢c) The department may review, audit, and bring legal proceedings to recover
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any amount of a tax credit awarded under this section from the taxpayer to which a
credit was initially awarded if the department determines that the taxpayer is liable for
damages to the state or a political subdivision of the state or if the amount of the credit
is found to be incorrect upon review.

(d) A transferable tax credit certificate provided under (a) of this section,
whether sold, assigned, exchanged, conveyed, or otherwise transferred, in whole or in
part, must be used within five years after being provided by the department. A tax
credit or a portion of a tax credit under this section may not reduce the taxpayer's tax
liability under this chapter or AS 43.56 below zero.

(e) A person acquiring two or more tax credit certificates provided under (a)
of this section may combine the unused amounts of the credits for sale, assignment,
exchange, conveyance, or other transfer. At the request of a person holding a tax credit
certificate, the department shall replace a certificate that represents the full amount of
tax credit available with multiple certificates that each represent a portion of the total
tax credit available for the purpose of sale, assignment, exchange, conveyance, or
other transfer under this subsection or, on request, shall provide one tax credit
certificate that represents the combined value of multiple tax credit certificates. A tax
credit certificate provided by the department under this subsection must state the
expiration date and the amount of each credit that is included in the certificate.
Combining or splitting unused amounts of credits under this subsection does not
change or extend the period in which each credit that is included in the combination or

split must be used.
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HB 334 Sectional Analysis

Section 1. Adds a new section to AS 43.20, creating atransferable tax credit certificate for

qualified oil and gas service industry expenditures.

Subsection (a) Allows those who qualify for the creditto apply to the DOR for atransferable tax
credit certificate and makes the certificate applicable to AS 43.56, the Oil and Gas Exploration,

Production, and Pipeline Transportation Property Taxes.

Subsection (b) Allows the tax credit certificate to be sold, assigned, exchanged, conveyed, or

transferred in whole or in part.

Subsection (c) Allows DOR to review, audit, and bring legal proceedings to recover any amount
ofthe tax credit awarded to the taxpayer if they are found liable to damages to the state or if

the amount ofthe credit is found to be incorrect.

Subsection (d) Requires the tax credit to be used within five years regardless if it has been sold,
assigned, exchanged, conveyed, or otherwise transferred. Also states that the tax credit or part
ofthe tax credit may not reduce the taxpayers liability under AS 43.56 below zero.

Subsection (e) Allows the taxpayer acquiring this tax credit to combine or split up their
certificate(s) for the purpose of sale, assignment, exchange, conveyance, or other transfer. Also
requires the DOR to state the expiration date and amount of each credit and clarifies that
combining or splitting unused amounts doesn't change or extend the expiration date.



FISCAL NOTE

STATE OF ALASKA
2014 LEGISLATIVE SESSION

Identifier (file name) HB334-DOR-TAX-03-05-14

Bill Version HB 334
Fiscal Note Number

() Publish Date

Dept. Affected Revenue

Taxation and Treasury
Tax Division

Appropriation
Allocation

Title QOil and Gas Transferable Tax Credit Certificate
Sponsor Rep. Pruitt
Requester (H) RES

OMB Component Number 2476

Expenditures/Revenues

Note: Amounts do not include inflation unless otherwise noted below.

(Thousands of Dollars)

FY15 Included in .
Appropriation  Governor's Out-Year Cost Estimates
Requested FY15 Request

OPERATING EXPENDITURES FY15 FY15 FY16 FY17 FY18 FY19 FY20
Personal Services
Travel
Services
Commodities
Capital Outlay
Grants, Benefits
Miscellaneous

TOTAL OPERATING *kk 0.0 *kk *kk *kk kK *k%k
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Prgm (DGF)
1007  I/A Rcpts (Other)
1156 Rcpt Sves (DGF)

*k%k 0.0 *kk kK *k%k *kk *k%k

POSITIONS
Full-time
Part-time
Temporary
CHANGE IN REVENUES - 00 ™ - - . .
Estimated SUPPLEMENTAL (FY14) operating costs (separate supplemental appropriation required)
(discuss reasons and fund source(s) in analysis section)
Estimated CAPITAL (FY15) costs (separate capital appropriation required)
(discuss reasons and fund source(s) in analysis section)
ASSOCIATED REGULATIONS
Does the bill direct, or will the bill result in, regulation changes adopted by your agency? Yes

If yes, by what date are the regulations to be adopted, amended, or repealed?

12/31/2015 Discuss details in analysis section.

Why this fiscal note differs from previous version (if initial version, please note as such)

Initial version.

Prepared by Matt Fonder, Director

Phone (907) 269-1033

Division Tax

Approved by Angela M. Rodell, Commissioner

Date/Time 03/06/14 2:00 p.m.
Date 03/074/14

Division Department of Revenue

(Revised 8/16/2013 OMB)
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FISCAL NOTE ANALYSIS

STATE OF ALASKA BILL NO. HB 334
2014 LEGISLATIVE SESSION

Analysis

Bill Language:

This bill would allow a person who obtained a credit under AS 43.20.049 (oil and gas service industry credit from More
Alaksa Production Act) to apply to the department for a transferable tax credit certificate. That certificate could only be
transferred to the initial purchaser of the tangible personal property which was the basis for the credit under AS
43.20.049.

A transferable tax credit certificate issued under this bill could only be applied against oil and gas property taxes under AS
43.56.

The bill also amends AS 43.56 by adding a new section which allows an oil and gas property taxpayer to apply a credit or a
portion of a credit obtained under Section 1 of the hill against the property tax levied by the state. The credit may not
reduce the taxpayer's liability below zero, and the bill also allows a taxpayer to carry-forward any unused credit amounts
for five years immediately following the tax year in which the expenditure that was the basis of the credit was incurred.

Revenues:

The department is unable to determine the amount of credits which may be claimed by taxpayers as the department
currently has no information about the amount of this type of activity in the state. Therefore, the department has no
basis with which to formulate an estimated effect on revenues.

Expenditures:
The department can implement the provisions of this bill with existing resources.

Regulations:

The department expects it will need to draft regulations identifying the information a taxpayer will be required to provide
when claiming the credit.

(Revised 8/16/2013 OMB) Page 2 of 2



PP

PafPSBS’

8 S.2frs,i?

i &S38BSS

$B

?

§ S 98iK~"

S RF

6 iU?

i

ALASKANET INCOME TAXACT

effective date*. — Section 47, ch. 51, SLA 2012 makei this
joctjoo effective May 31,2012, in accordance with AS 01.10.070(c).

Sec. 43.20.049. Qualified oil and gas service
industry expenditure credit ga) For atax year
bsgmrgan Deoerrwr31 2 1 ataxpayermay

itagainst mlscmpter
|ﬁed al and servloel

%mnedmﬂe ‘ITtggotal em]rtrtg oredit
ey receiveinataxyear may|
Iheleeseroflo of quelified al and
%nll pe‘mu:escllﬂmnedlnme
taxyearor$100(l)cm

118%00000|n cr%uderﬁ?secﬂmmatax

v, A tax crediit or portionofatax crecituncer this

setnmrrayrrtbewedtoredneﬁetaxpayer stax

IlablltyuderMScrmterbel Zero, Any unused
Do SR IS o veore et s iy

led In later tax

misedtaxcredtor mofataxcredtrmyarrgt/

te camed fowvard tfor nore than five tax

ateIP/fdlom g the tax in which the

cwlrﬁed and gas Senvice i edpenditures

nz @perdmtmtlstkebasis_.ofthecredt
u ohssschmrmymtbemeaaslsto .
adeduction against the tax levied under this

( a credit or decLction under another provision
ofthistitle, or
anyfederal credit clained uncer tirs title,
provisionofAS
40, 1(I)(a) OrAS43. a%(e to ayearthat
e
on the i
uncerthis sectionand
ified all ad gas service
werethe besisto atax

Substantial
S sy
wsd life of three or nore for ue in the
eqaaionto, oprent of, or prodLction of all
a

“nodification” mears an
gddfﬂalteanmto@qguj%targi%

ertythat hes a useful life Vears or
noe adis for use inthe e><p|oral]mto daelqo

nutoforpoth:honofa or dqcmts
ﬁca]cri obesmtlrclwbmmrgasod,ctalterauors

E %ed al aml senice |
cwl gastLre rec%ymtdjem;
Dan mstate or instaté rmdﬁcanm

mgdepemml Opquertyusedlnthe
mmwumlmmwor%?}

mrtusedfororln
nyor nodification G é ch 10 SLA2013)

SR

Effective date*. — Section S, ch. 10, SLA 2018, which enacted
this section, took affect on August 19,2018.

Sec. 43.20.072. [Renumbered aSAS 43.20.144.]

Article 2

Allocation and Apportionment.

Sec. 43.20.144. Ofl and gas producers and
plpellnes IS‘EA" business Inoone of a
ionofal or gas froma lease
tan‘ 'of’l'n Sby i LA LS
onofal or ireinthis
joed to Vihis’ ot aooorchnee with AS

% 19 (I\/UItlstate Tax Compect) as nodified by thiB

S business imone to ke

UG‘Hﬂll‘[brta)q%g section to the state shall ggtﬂe
feckeral taxable incone of the taxpayers carsdi-
dated husiness to the tax perod, exoept that
(L) taxes besed on o messured by net inoone
aredeductedinthe determirationioftine feckeral
taxauelrm*resmllbeactbdbed<;ﬁetaxle\ned

du‘derAS4366rmymtbeacbbdbad<

(2 uemlllrgardob\el%rrert

ntemal Reverue Cock) inthe obhermranon
IrocHiEd A B o O traet e %‘“ =
aali an
Lmlerbegn6 U.S.C. 263(c) (Intermal Reverue Gock) hed

nO(t:%)clspl %Lcted the el

e
tion besis under 26 U.S.C. 613 mw
Qock) in the determination of the federal taxable
incoe shall be

mcnrrpxedardobdxied onte
oostdeﬂetlon ba5|s unckr 26 U.S.C. 612 (Intermel

@ cbgeuanmsrallbeaxmjedmﬁebaslsd
26 167 (Intemal Revenue Cock) as thel

sectionread onJune 30,1981.

1]() L r’sbLg;/rﬁlssj{Irmreshallbequ-
ioed IS state tapayer

incare determrined uncer OP/Iﬁ‘ISSGCI]mbyﬂ’f

goportiorent factor aable to the taxpaya

a*m‘%'rgefdl ing factars:

(1) theagpportiorentfactor ofa taxpayer sugect
tothis sectionbut not mlheprodx:honc
al and gas, or of gas. as gopropriate, fromt
!easeu‘ﬁrqn’[ylmh e dunngthe tax penac
isa mmerlna'atorofvh isthe o]

proparty factor uncer (€ oflh
sschmardtreedractlmfa:torwder(( of thi

17



Alaska State Legislature

Session:

State Capitol Rm. 204
Juneau, AK 99801
Phone: (907) 465-3438
Fax: (907) 465-4565

Representative Lance Pruitt
House Majority Leader

MEMORANDUM

To: Rep. Eric Feige Co-Chair House Resources
Rep. Dan Saddler Co-Chair House Resources

From: Representative Lance
Date: March 5th 2014
Re: HB 334 Hearing Request

Interim-.

716 W 4thAvenue
Anchorage, AK 99501-2133
Phone: (907) 269-0100

Fax: (907) 269-0105

| respectfully request that HB 334 be scheduled for a hearing in House Resources.
Please feel free to contact me, or my aide Dirk Craft, at 465-6617 with any
guestions. Attached you wiill find a background packet for HB 334 including a
current version of the bill, a blank CS, sponsor statement, and sectional analysis.

Thank you for your consideration.



