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where: T P  =  the total am ount o f  taxable and nontaxable oil and gas. in I3TU 

equivalent barrels, produced by the producer from leases or 

properties in the state during 2005; and 

n =  the num ber that represents the calendar year subsequent to 2005 for 

which the tax is being com puted, with the num ber that represents 

ca lendar year 2006 being 1. the num ber that represents calendar year 

2007 being 2, and so on;

(B) for 2031 and later years, is zero;

(5) a p roducer 's  incremental production for a calendar year is the total 

am ount o f  taxable and nontaxable oil and gas, in BTU equivalent barrels, produced by 

the producer from leases o r  properties in the state during the calendar year, less the 

p roducer 's  base production for the calendar year, but the incremental production may 

not be less than zero;

(6) i l 'a  working interest in a lease or property from which oil or gas 

was produced during 2005 is transferred after 2005. the am ount o f  2005 oil and gas 

production attributable to that interest is considered, from the date o f  the transfer, to 

have been produced by the producer acquiring the working interest, for the purposes 

o f  com puting  the term T P  under (4) o f  this subsection.

(g) In addition to the tax levied under (e) o f  this section, during each calendar 

year  for w hich the price index determ ined under (It) o f  this section is greater than zero 

for one  o r  more m onths, there is levied on the p roducer o f  oil o r  gas a tax for all oil 

and gas produced during that calendar vcar from each lease or property in the state, 

less any oil and gas the ow nersh ip  or right tv) which is exem pt from taxation or 

constitutes a landow ner's  royalty interest. I’xcept as otherwise provided under (j) and 

(k) o f  this section, the tax levied under this subsection is equal to the sum, over all 

m onths in the ca lendar year. o f  the am ounts  calculated for each month as follows: 

percent o f  the monthly production tax value o f  the taxable oil and gas as 

calculated under AS 43.55.I6U. multiplied by the price index determined under ill) o f  

.his section. However, the amount calculated under this subsection for any month may 

not c.x  ̂ ed percent olThe monthly production tax v alue o f  the taxable oil and

gas as calculated under AS 43.55.160.
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(h) For purpose o f  (g) o f  this section, the price index for a m onth  is calculated

by su b tra c t in g  from the num ber that is equal to the quotient o f  the total monthly

production tax value o f  the taxable oil and gas produced by the producer  during that 

month, as calculated under A S  43.55.160, divided by the total am ount o f  the taxable 

oil and gas produced by the producer during that month, in BTU equivalent barrels. 

I lowever. a price index may not be less than zero.

(i) There is levied on the producer o f  oil or  gas a tax for all oil and gas 

produced each ca lendar year from each lease or property in the state the ow nership  or 

right to which constitutes a landowner's  royalty interest, except for oil and gas the 

ow nersh ip  or right to w hich is exem pt from taxation. The provisions o f  this subsection 

apply to a landow ner's  royalty interest as follows:

(I ) the tax levied for oil is equal to live percent o f  the gross value at 

the point o f  production o f  the oil:

(2) the tax levied for gas is equal to 1.667 percent o f  the gross value at 

the point o f  production o f  the gas;

(3) i f  the departm ent determ ines that, for purposes o f  reducing  the 

producer's tax liability under (1) or (2) o f  this subsection, the producer has received or 

will receive consideration from the royalty ow ner  offsetting all or a part o f  the 

producer's royalty obligation, o ther than a deduction under AS 43.55.020(d) o f  the 

am ount o f  a tax paid, then notwithstanding ( I ) and (2) o f  this subsection, the tax is 

equal to 25 percent o f th e  gross value at the point o f  production o f  the oil and gas.

(j) For a ca lendar year earlier than 2022. the total tax levied by (e) and (g) o f  

this section on gas produced from a lease or property in the Cook Inlet sedim entary 

basin m ay not exceed

(1) for a  lease or property that lirst com m enced a  mmcrcial production 

o f  gas before April 1. 2006. the product obtained by m ultiplying (A) the am ouiu  o f  

taxable gas produced during the calendar year from the lease or property, t im es i l l )  the 

average rate o f  tax that was imposed under this chapter on taxable gas produced from 

the lease or property for the 12-month period ending on March 31. 2006. times (C) the 

quotient o f th e  total g ross  value at the point o f  production o f t h e  taxable gas produced 

from the lease or property during the 12-month period ending M arch 31. 2006. divided
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by ihe total am ount o f  that gas;

(2) for a lease or property that first com m ences com m ercial production 

o f  gas after M arch 31, 2006, the product obtained by m ultip ly ing (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 on taxable gas produced from 

all leases or properties in the Cook Inlet sedim entary  basin for the 12-month period 

ending on M arch 31, 2006, times (C) the average prevailing value for gas delivered in 

the Cook Inlet area for the 12-month period ending M arch 31. 2006, as determined by 

the departm ent under AS 43.55.020(1).

(k) For a calendar year earlier than 2022. the total tax levied by (e) and (g) o f  

this section on oil produced from a lease or property in the Cook Inlet sedimentary 

basin m ay not exceed

(1) l'or a lease or property that lirst com m enced  com m ercial production 

o f  oil before April 1, 2006, the product obtained by m ultiplying (A) the am ount o f  

taxable oil produced during the calendar year from the lease or property, times (B) the 

aveiage  rate o f  tax that was imposed under this chapter on taxable oil produced from 

the lease or property for the 12-month period ending on M arch 31. 2006. times (C) the 

quotient o f th e  total gross value at the point o f  production o f  the taxable oil produced 

from the lease or property during the 12-month period ending M arch 31. 2006. divided 

by the total am ount o f  that oil:

(2) for a lease or property that lirst com m ences com m ercial production 

o f  oil after March 31. 2006, the product obtained by multiply ing (A) the amount o f  

taxable oil produced during the calendar year from the lease o r  property, times (B) the 

average rate o f  tax that was imposed under this chapter on taxable oil produced from 

all leases o r  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 delivered in 

the Cook Inlet area for the 12-month period ending March 31. 2006. as determined by 

the department under AS 45.55.020(1).

(/) When a limitation under tj) or  (kt o f  this section on the tax levied by (e) 

and (g) o f  this section has the effect o f  reducing the p roducer 's  lax on gas or (41 

produced from a lease or property below the amount o f  tax that would be levied in the
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absence o f  that limitation, the am ount o f t h e  reduction is applied lirst against the tax 

levied by (g) o f  this section, but that tax m ay  not be reduced below zero.

(ni) N otw ithstanding  any contrary  provision o f  A S  3 8 .0 5 .180(i), 

AS 41.09.010, AS 43.20.043, or 43.55.025. tax credits under AS 3 8 .05 .180(i). 

AS 41.09.010, AS 43.20.043, and 43.55.025 that are allocated to gas produced from 

leases or properties in the Cook Inlet sedim entary  basin  and that are available to be 

applied against a tax levied by (e) o f  this section on gas produced from leases or 

properties in the Cook Inlet sedim entary  basin during  a calendar year may be applied 

only against the tax levied by (e) o f  this section on that gas. The am ount by which the 

am ount o f  tax credits  that are allocated to gas produced from leases or properties in the 

Cook Inlet sedim entary  basin and that the producer would otherwise  be allowed to use 

for a later ca lendar year or transfer tc another person exceeds the am ount o f  tax credits 

w hose application would reduce the tax levied by (e) o f  this section on that gas to 

zero, i f  any. is considered the am ount o f  excess tax credits and the excess tax credits 

are subject to the following:

( 1) for each lease or properly for w hich a limitation under (j) o r  (k) o f  

this section on the tax levied by (e) and (g) o f  this section has the effect o f  reducing 

the producer 's  tax below the am ount o f  tax that would be levied in the absence o f  that 

limitation, the producer shall calculate the am ount o f  that reduction;

(2) the producer shall calculate the total o f t h e  reductions calculated 

under (1) o f  this subsection for all affected leases or properties:

(3) the producer shall reduce the amount o f  excess tax credits by the 

total calculated  under (2) o f  this subsection, but not to less than zero:

(4 ) any am ount o f  excess tax credits remaining after reduction under

(5) ol' this subsection may be used for a later calendar year, transferred to another 

person, or applied against a tax lev ied on oil or  gas produced from a lease or property 

located a m  where in the state to the extent otherwise  allowed under applicable law 

govern ing  the tax credits.

(n) Allocation o f  credits under (m i o f  this section shall be made under 

regulations adopted  by the department that provide for reasonable m ethods o f  

allocating tax credits to ga.s produced from leases or properties in the Cook Inlet
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sedim entary basin.

(o) The department shall by regulation establish sampling, testing, and 

averaging m ethods for determining the heating value o f  a producer's gas. In the 

absence o f  sufficient sampling and testing o f  gas produced during 2005 or 2006, the 

departm ent m ay provide for the heating value o f  the gas to e estimated based on 

sam pling  and testing o f la ter-p roduced  gas or on o ther information.

Sec. 6. A S  43 .55 .017(a) is am ended to read:

(a) Except as provided in this chapter, the taxes imposed by this chapter are in 

place o f  all taxes now  imposed by the state or any o f  its municipalities, and neither the 

state nor a m unicipality may impose a tax on [UPON]

(1) producing oil o r  gas leases;

(2) oil or gas produced or extracted in the state:

(3) the value o f  intangible drilling and deve lopm en t costs, as 

d e sc r ib ed  in 26 U.S.C. 263(c) ( In te rn a l  R e v e n u e  C ode) ,  as  a m e n d e d  th ro u g h  

J a n u a r y  1, 1974 [E X PL O R A T IO N  EX PEN SES],

Sec. 7. AS 43.55.020(a) is repealed and  reenacted to read:

(a) The tax levied on a producer for a calendar year by AS 4 3 .5 5 .0 1 1(e). (g). 

and (i) must be paid as follows:

(1) an installment payment o f  the estimated tax levied by 

AS 4 3 .5 5 .0 1 1(e) and (g). net o f  any tax credits applied as a llowed by law. is due lor 

each month o f t h e  calendar year on the lust day o f th e  following month; the am ount o f  

the installment payment is the sum o f th e  am ounts calculated under (2) and (3) o f  this 

subsection, but not less than zero:

(2) the first o f  the two am ounts used to calculate the installment 

payment for a month under ( I ) o f  this subsection is equal to the rem ainder obtained by 

subtracting

(A) I 12 o f th e  tax credits that are a llowed by law to be applied 

against the tax lc \ ied  In AS 4 3 .5 5 .0 1 1(e) for the calendar year, from

(13) the total o f th e  monthly production values calculated under 

AS 43.55.160(a)(2) o f  all oil and gas taxable under AS 4 3 .5 5 .0 1 1(e) and 

produced by the producer from leases o r  properties in the state during the
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m onth, m ultiplied by the tax rate determined under AS 43 .5 .011(0  for the 

ca lendar  year assum ing that the producer’s incremental production for the 

ca lendar year is the am ount calculated according to the following formula but 

not less than zero:

IP = 12 X  ( M P -  1/12 X  BP)

where: IP = the p roducer 's  assum ed incremental production for the calendar

year;

M P =  the total am ount o f  taxable and nontaxable oil and gas, in BTU 

equivalent barrels, produced by the producer from leases or 

properties in the slate during the month; and 

BP =  the producer’s base production for the calendar year;

(3) the second o f  the two am ounts  used to calculate the installment 

paym ent for a m onth under (1) o f  this subsection is the am ount calculated for the 

m onth  under AS 4 3 .5 5 .0 1 1(g);

(4) an installment paym ent o f  the estimated tax levied by 

AS 4 3 .5 5 .0 1 1 (i) for each lease o r  property is due for each m onth o f t h e  calendar year 

on the last day o f t h e  following month; the am ount o f t h e  installment payment is the 

sum o f

(A) the applicable percentage rate for oil provided under 

AS 43.55.01 l(i) multiplied tim es the gross value at the point o f  production o f  

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

during the m onth; plus

(B) the applicable percentage rate for gas provided under 

AS 43.55.01 l(i) m ultiplied times the gross value at the point o f  production o f  

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

during Ihe month;

(5) any amount o f  tax levied by AS 4 3 .5 5 .0 1 1(e). (g). and (i). net o f  

any credits  applied as allowed by law. that exceeds the total o f t h e  am ounts due  as 

installment paym ents o f  estimated tax is due on M arch 3 1 o f t h e  year following tl e 

ca lendar year o f  production.

* Sec. 8. AS 43.55 .020(b) is am ended to read:
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(b) The production tax on oil a n d  [O R | gas shall be paid to th e  d e p a r tm e n t  

by or on beha lf  o f th e  producer.

* See. 9. A S 43.55.020(d) is am ended to read:

(d) In m aking  settlem ent with the royalty ow ner  fo r  oil a n d  gas th a t  is 

ta x a b le  u n d e r  AS 43.55.011, the producer m ay deduct the am ount o f t h e  tax paid on 

ta x a b le  royalty oil a n d  [OR] gas, o r may deduct tax a b le  royalty oil or gas equivalent 

in value at the tim e the tax becom es due to the amount o f t h e  tax paid. I f  the  to ta l 

d e d u c t io n s  o f  in s ta l lm e n t  p a y m e n ts  o f  e s t im a te d  tax fo r  a c a le n d a r  v c a r  exceed 

the  a c tu a l  tax  fo r  th a t  c a le n d a r  y e a r ,  the  p r o d u c e r  sha ll ,  no la te r  th a n  M a rc h  31 

o f  the  fo llowing v c a r ,  r e fu n d  the  excess to the  royalty' o w n e r .  Unless o th e rw ise  

a g re e d  be tw een  the  p r o d u c e r  a n d  the  ro v a l tv  o w n e r ,  th e  a m o u n t  o f  the  tax  pa id  

u n d e r  AS 4 3 .5 5 .0 1 1(e) a n d  (g) on ta x a b le  ro v a l tv  oil a n d  gas fo r  a c a le n d a r  y ea r ,  

o th e r  th a n  oil a n d  gas the  o w n e rs h ip  o r  r ig h t  to w h ich  co n s ti tu te s  a l a n d o w n e r 's  

ro v a l tv  in te res t ,  is c o n s id e red  to be th e  g ross  v a lu e  a t  the  po in t  o f  p ro d u c t io n  of 

the  ta x a b le  ro v a l tv  oil a n d  gas p r o d u c e d  d u r in g  the  c a le n d a r  y e a r  m u lt ip l ied  hv a 

f ig u re  th a t  is a  q u o t ie n t ,  in w hich

(1) the  n u m e r a to r  is the  p r o d u c e r 's  to ta l  tax  liability  u n d e r  

AS 4 3 .5 5 .0 1 1(e) a n d  (g) fo r  the  c a le n d a r  v c a r  o f  p ro d u c t io n ;  an d

(2) the  d e n o m in a to r  is the  to ta l  g ross  v a lu e  a t  th e  poin t o f  

p ro d u c t io n  o f  the  oil a n d  gas ta x a b le  u n d e r  AS 4 3 .5 5 .0 1 1(e) a n d  (g) p ro d u c e d  bv 

the p r o d u c e r  f ro m  all leases a n d  p ro p e r t ie s  in the  s ta te  d u r in g  the  c a le n d a r  v car .

* Sec. 10. A S 43.55.020(c) is repealed and reenacted lo read:

(e) ( ias  llared, released, o r  a llowed to escape in excess o f  the am ount 

authorized by the Alaska Oil and Gas C onservation C om m ission  is considered, for the 

purpose o f  AS 43.55.011 - 43.55.180, as gas produced from a lease or properly. Oil or 

gas used in the operation o f  a lease or property in the state in drilling for or producing 

oil or  gas. o r for repressuring. except to the extent determ ined by the Alaska Oil and 

( la s  Conservation C om m ission  to be waste, is not considered, for the purpose o f  

AS 4 3 .5 5 .0 1 1 - 43 .55.180, as oil o r  gas produced from a lease or property.

* Sec. 11. A S 43.55.020(1) is am ended to read:

(!) I f  oil or gas is p r o d u c e d  h u t  nu t  sol d ,  o r  i f  nil o r  gas  is p r o d u c e d  a n d
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1 sold under c ircum stances where the sale price does  not represent the prevailing  value

2 for oil o r  gas o f  like kind, character, or quality in the Held or area from w hich the

3 product is produced, the department may require the tax to be paid upon the basis o f

4 the value o f  oil or  gas o f  the sam e kind, quality, and character prevailing for th a t  field

5 o r  a r e a  during the calendar month o f  production o r  sa le  [FOR T H A T  FIELD  O R

6 AREA].

7 * See. 12. AS 43.55 .020  is amended by adding new  subsections to read:

8 (g) N otwithstanding any contrary provision o f  AS 43.05.225, an unpaid

9 am ount o f  an installment paym ent required under (a)( 1) -  (4) o f  this section that is not

10 paid w hen due bears interest (1) at the rate prov ided for an underpaym ent under

11 26 U.S.C. 6621 (Internal Revenue Code), as amended, com pounded  daily, from the

12 date the installment payment is due until the M arch 31 described in AS 43.55.030(a),

13 and  (2) as provided for a delinquent tax under AS 43.05.225 after that M arch 31.

14 Interest accrued under (1) o f  this subsection that rem ains unpaid after that M arch 31 is

15 treated as an  addition to tax that bears interest under (2) o f  this subsection. An unpaid

16 am ount o f  tax due under (a)(5) o f  this section that is not paid w hen  due bears interest

17 as provided  for a delinquent tax under AS 43.05.225.

18 (h) Notwithstanding any contrary provision o f  AS 43.05.280,

19 (1) an overpaym ent o f  an installment paym ent required under (a)(1) -

20 (4) o f  this section bears interest at the rate provided for an overpaym ent under

21 26 U.S.C. 6621 (Internal Revenue Code), as amended, com pounded daily, from the

22 later o f t h e  date the installment payment is due or the date the overpaym ent is made,

23 until the earlier o f  (A) the date it is refunded or is applied lo an underpaym ent, or (13)

24 the M arch 31 described in AS 43.55.030(a);

25 (2) except as provided under (1) o f  this subsection, interest with

26 respect to an overpaym ent is a llowed only on an. net overpaym ent o f  the payments

27 required under (a) o f  this section that remains after the later o f  the M arch 31 described

28 in AS 43.55.030(a) or the date that the statement required under AS 43.55.030(a) is

29 filed;

30 (3) interest is a llowed under (2) o f  this subsection only from a dale that

3 1 is 90 days after the later o f th e  M arch 3 1 described in AS 43.55.0.30(a) o r  the date that



1 the sta tem ent required under AS 43.55.030(a) is filed; interest is not a llowed if  the

2 overpaym ent w as refunded within the 90-day period;

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

4 the m anner p rovided  in AS 43.05.225( 1).

5 * Sec. 13. A S 43.55 is am ended by adding new  sections to read:

6 Sec. 43.55.023. Tax credits for certain losses and expenditures. (a) A
7 producer o r  exp lorer  m ay take a  tax credit for a qualified ‘apital expenditure as

8 follows;

9 (1) notw ithstanding that a qualified capital expenditure  may be a

10 deductib le  lease expenditure  for purposes o f  calculating a production tax value o f  oil

11 or gas under AS 43.55.160(a), unless a credit for that expenditure  is taken under

12 AS 3 8 .0 5 .180(i), AS 41.09.010, AS 43.20.043, or AS 43.55.025, a producer or

13 explorer that incurs a  qualified capital expenditure  m ay also elect to take a tax credit

14 against a tax due under AS 43 .5 5 .0 1 1(e) in the am ount o f  20 percent o f  that

15 expenditure;

16 (2) a producer or explorer m ay  take a credit for a qualified capital

17 expenditure  incurred in connection with geological or geophysical exploration or in

18 connection  with an exploration well only i f  the  producer or explorer provides to the

19 departm ent, as part o f t h e  sta tem ent required und \ S  43.55.030(a) for the calendar

20 y ear  for which the credit is sought to be taken, the producer's o r  explorer's written

21 agreem ent

22 (A) to notify the Departm ent o f  Natural Resources, within 30

23 days after com pletion  o f  the geological or geophysical data processing or

24 com pletion o f th e  well, o r  within 30 days after the statement is filed, whichever

25 is the latest, o l’ the date  o f  com pletion and  lo submit a report to that department

26 describing the processing sequence and provide a list o f  data sets available:

27 (Ii)  to provide to the Departm ent o f  Natural Resources, within

2.8 30 days a lter  the date o f  a request, specific data sets, ancillary data, and reports

29 identified in (A) o f  this paragraph:

30 (C) that, notw ithstanding any provision o f  AS 38, the

31 Departm ent o l’ Natural Resources shall hold confidential the information

-12-
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provided to that departm ent under this paragraph for 10 years following the 

com pletion date, after which the departm ent shall publicly release the 

information after 30 days' publie notice.

(b) A producer or explorer m ay elect to take a tax credit in the am ount o f  a 

carried-forward annual loss m ultiplied by a  percentage that is equal to the tax rate 

calculated under A S 43.55.011(1) for the calendar year the loss was incurred. A credit 

under this subsection m ay be applied against a tax due under AS 4 3 .5 5 .0 1 1(e). For 

purposes  o f  this subsection, a carried-forward annual loss is the am ount o f  a producer's 

or explorer's adjusted lease expenditures under AS 4 3 .5 '  165 and 43.55.170 for a 

previous calendar year that was not deductible for that ca lendar year under 

AS 43.55.160(b) and (e).

(c) A credit or portion o f  a credit under this section may not be used to reduce 

a pe rson 's  tax liability under AS 43 .5 5 .0 1 1(e) for any calendar year b e lo w  zero, and 

any unused credit or portion o f  a credit not used under this subsection m ay be applied 

in a later ca lendar  year.

(d) Except as limited by (i) o f  this section, a  person entitled to take a tax credit 

under this section that wishes to transfer the unused credit to another  person may 

apply  to the departm ent for a transferable tax credit certificate. An application under 

this subsection must be in a form prescribed by the departm ent and must include 

supporting information and docum entation that the department reasonably requires. 

The departm ent shall grant or deny an application, or grant an application as to a lesser 

am ount than that c laimed and deny it as to the excess, not later than 60 days after the 

latest o f  (1) M arch 31 o f t h e  year following the calendar year in w hich the qualified 

capital expenditure or carried-forward annual loss for which the credit is c laimed was 

incurred: (2) i f  the applicant is required under AS 43.55.030(a) to file a statement on 

or before M arch 3 1 o f t h e  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 was filed: o r  (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 departm ent shall issue 

the applicant a transferable tax credit certificate for the am ount o f  the credit. A
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1 certificate issued under this subsection does not expire.

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

3 this section m ay transfer the certificate to another  person, and a transferee m ay further

4 transfer the certificate. Subject to the limitations set out in (a) - (c) o f  this section, and

5 notwithstanding any action the departm ent m ay take with respect to the applicant

6 under (g) o f  this section, the ow ner o f  a certificate may apply the credit or a  portion o f

7 the credit shown on the certificate only against a tax due under AS 4 3 .55 .011(e).

8 However, a credit shown on a  transferable tax credit certificate m ay not be applied to

9 reduce a transferee's total tax due under A S 4 3 .5 5 .0 1 1(e) on  oil and gas produced

10 during a calendar year to less than 80 percent o f  the tax that would otherw ise  be due

11 without applying that credit. A ny portion o f  a credit not used under this subsection

12 m ay be applied in a later period.

13 ( 0  Under standards established in regulations adopted  by the departm ent and

14 subject to appropriations m ade by law, the department, on  the written application o f

15 the person to w hom  a transferable tax credit has been issued under (d) o f  this section

16 and w hose average am ount o f  oil and gas produced a  day taxable under

17 AS 43 .5 5 .0 1 1(e) is not more than 50,000 B T U  equivalent barrels a day for the

18 preceding calendar year, shall issue a cash refund, in w hole  or in part, for the

10 certificate i f  the departm ent finds

20 (1) within 24 m onths  after having applied for the transferable tax credit

21 certificate, that the applicant incurred a qualified capital expenditure  or was the

22 successful bidder on a bid submitted for a lease on state land under AS 38 .05 .180( 1);

23 (2) that the am ount o f  the refund would not exceed the total o f

24 qualified capital expenditures and successful bids described in ( I )  o f  this subsection

25 that have not been the subject o f  a finding made under this paragraph for purposes o f  a

26 previous refund;

27 (3) that the applicant does not have an outstanding liability to the state

28 for unpaid delinquent taxes under this title; and

20 (4) that the sum o f t h e  amount o f t h e  refund applied for and am ounts

30 previously refunded to the applicant during the calendar year under this subsection

31 would not exceed $25,000,000.
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1 (g) T he  issuance o f  a  transferable tax credit certificate under (d) o f  this section

2 or the issuance o f  a cash refund for a certificate under ( 0  o f  this section does not limit

3 the department's  ability to later audit a tax credit c la im  to which the certificate relates

4 or to ad just the c laim  i f  the departm ent de term ines  as a result o f  the audit that the

5 applicant was not entitled to the am ount o f  the credit for which the certificate was

6 issued. The tax liability o f  the applicant under AS 4 3 .55 .011(e) and 43.55.017 -

7 43.55.180 is increased by the am ount o f  the credit that exceeds that to w hich the

8 applicant was entitled, or the applicant's  available valid outstanding credits applicable

9 against the tax levied by AS 4 3 .5 5 .0 1 1(e) are reduced by that amount. I f  the

10 applicant's tax liability is increased under this subsection, the increase bears interest

11 under AS 43.05.225 from the date the transferab le  tax credit certificate was issued. For

12 purposes o f  this subsection, an applicant that is an explorer is considered a producer

13 subject to the lax levied by AS 4 3 .5 5 .0 1 1(e).

14 (h) Regulations adopted  to im plem ent this section shall include provisions

15 prescribing reporting, record keeping, and certification procedures and requirem ents to

16 verify the accuracy  o f  credits c la im ed and to ensure  that a credit is not used m ore than

17 once.

18 (i) For the purposes  o f  this section,

19 (1) a producer 's  or explorer's  transitional investment expenditures are

20 the sum o f t h e  expenditures the producer  or explorer incurred on or after April 1.

21 2001, and before April 1. 2006. that w ould  be qualified capital expenditures i f  they

22 were incurred on or after April I. 2006. less the sum o f t h e  payments or credits the

23 producer  or exp lorer  received before April 1, 2006, for the sale or o ther transfer o f

24 assets, including geological, geophysical, o: well data or interpretations, acquired  by

25 the producer o r  explorer  as a result o f  expenditures the producer o r  explorer incurred

26 before April 1. 2006, that would be qualified capital expenditures, i f  they were

27 incurred on or a fter April 1 .2006 :

28 (2) a producer o r  explorer mav elect to take  a tax credit against a tax

29 due under AS 4 3 .5 5 .0 1 1(e) in the am ount o f  20 percent o f t h e  producer's or explorer's

30 transitional investm ent expenditures, but only to the extent that the am ount does  not

31 exceed 1/10 o f  the* producer 's  o r  explorer's  qualified capital expenditures that are
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1 incurred during the calendar year for which the credit is taken;

2 (3) a producer  or explorer m ay  not take a tax credit for a transitional

3 investment expenditure

4 (A) for any calendar year  after the later o f

5 (i) 2013; or

6 (ii) the sixth calendar year after the ca lendar year for

7 which the producer first applies a credit under this subsection against a

8 tax due under AS 4 3 .5 5 .0 1 1(e), i f  the producer did not have

0 comm ercial production o f  oil or  gas from a lease or property in the state

10 before April 1. 2006;

11 (13) m ore than once; or

12 (C) i f  a credit for that expenditure  was taken under

13 AS 38 .05 .180(i), AS 41.09.010, AS 43.20.043. or A S  43.55.025:

14 (4) notw ithstanding (d), (e), and (g) o f  this section, a  producer or

15 explorer m ay not transfer a  tax credit or  obtain a  transferable tax credit certificate for a

16 transitional investment expenditure.

17 ( j) As a condition o f  receiving a  tax credit under this section, a p roducer or

18 explorer that obtains the tax credit for or directly  related to a pipeline, facility, or other

19 asset that is or becom es subject to regulation In the Federal Energy Regulatory

20 Com m ission  o r  the Regulatory C om m ission  o f  Alaska, or a successor regulatory body

21 shall at all times support and in all rate proceedings file to flow through 100 percent o f

22 the tax credits to ratepayers as  a reduction in the costs o f  service for the pipeline,

23 facility, or o ther asset.

24 (k) In this section, "qualified capita! expenditure"

25 (1) means, except as otherwise provided in (2) ol' this subsection, an

26 expenditure that is a lease expenditure  under AS 43.55.165 and is

27 (A) incurred for geological oi geophysical exploration: or

28 (Ii) treated as a capitalized expenditure under 26 I .S.C.

29 (Internal Revenue Code), as am ended, regardless o f  elections made

30 under 26 11.S.C. 263(c) (Internal Revenue Code), as am ended, and is

31 (i) treated as a capitalized expenditure  for federal
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9

income tax reporting purposes by the person incurring the expenditure; 

or

3 (ii) eligible to be deducted as an expense under 26

4 U.S.C. 263(c) (Internal R evenue Code), as amended;

5 (2) does not include an expenditure  incurred to acquire an asset

6 (A) the cost o f  previously acquiring which was a lease

7 expenditure  under AS 43.55.165 or would have been a  lease

8 expenditure  under AS 43.55.165 i f  it had been incurred on or after

9 April 1, 2006; for purposes o f  this subparagraph, "asset" includes

10 geological, geophysical, and well data and interpretations; or

11 (B) that has previously been placed in service in the state; an

12 expenditure  to acquire  an asset is not excluded under this paragraph i f

13 not m ore than an  immaterial portion o f t h e  asset meets a description

14 under this paragraph..

15 See, 43.55.024. Additional nontransfcrablc tax credits, (a) For a calendar

16 year for which a producer's tax liability under AS 43 .5 5 .0 1 1(e) on oil and gas

17 produced  from  leases or properties outside the Cook Inlet sedim entary basin and south

18 o f  68 degrees North latitude exceeds zero before application o f  any credits under this

19 chapter, a p roducer that is qualified under (c) o f  this section may apply a tax credit

20 agai' st that liability o f  up to $6,000,000.

21 (b) A  producer m ay not take a tax credit under this section for any calendar

22 year after the later o f

23 ( I )  2 0 16 ; or

24 (2) the ninth calendar year  alter  the calendar year during which the 

producer first has comm ercial oil o r  gas production before M ay 1. 2016, from at least

26 one lease or property in the state outside the Cook Inlet sedimentary basin and south o f

27 08 degrees North latitude, if  the producer did not have commercial oil o r  gas

28 production from a lease or property in the state outside the Cook Inlet sedimentary

29 basin and south o f  68 degrees North latitude before April 1.

30 (c) On written application by a producer, including any information the

31 departm ent m ay require, the department shall determine w hether the producer
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1 qualifies under this section for a calendar year. To qualify under this section, a

2 producer must dem onstrate  that its operation in the state o r  its ow nersh ip  o f  an interest

3 in a lease or property in the state as a distinct p roducer entity would not result in the

4 division am ong  multiple producer entities o f  any production tax liability under

5 AS 4 3 .5 5 .0 1 1(e) that would be reasonably expected to be attributed to a single

6 producer entity i f  the tax credit provisions o f  (a) o f  this section did not exist.

7 (d) A tax credit authorized by this section m ay not be applied to reduce a

8 producer's tax liability for any calendar year under A S 4 3 .5 5 .0 1 1(e) on oil and gas

9 produced from leases or properties outside the Cook Inlet sedim entary  basin and south

10 o f  68 degrees North latitude below  zero.

11 (e) An unused tax credit or portion o f  a tax credit under this section is not

12 transferable and m ay not be carried forward to or used in a  later ca lendar year.

13 * Sec. 14. AS 43.55.025(a) is am ended to read:

14 (a) Subject to the terms and conditions o f  this section. [ON OIL A N D  GAS

15 P R O D U C E D  ON O R  A F T E R  JU LY  1, 2004, F R O M  AN OIL A N D  G A S LEA SE.

16 O R  ON G A S P R O D U C E D  FR O M  A G A S O N L Y  LEASE,] a credit against the

17 production tax due under A S 43.55.01 He) [THIS C H A PT E R ] is a llowed for

18 exploration expenditures that qualify under (b) o f  this section in an am oun t equal to

19 one o f th e  following:

20 (1) 20 percent o f t h e  total exploration expenditures that qualify only

21 under (b) and (c) o f  this section;

22 (2) 20 percent o f th e  total exploration expenditures for w ork performed

23 before July 1. 2007. and that qualify only under (b) and (d) o f  this section;

24 (3) 40 percent o f t h e  total exploration expenditures that qualify under

25 (b). (e). and (d) o f  this section: o r

26 (4) 40 percent o f t h e  total exploration expenditures that qualify only

27 under (b )  and (e) o f  this section.

28 * Sec. 15. AS 43 .55.025(b) is am ended to read:

29 (b) To qualify for the production tax credit under (a) o f  this section, an

30 exploration expenditure must be incurred for work perform ed on or after July 1, 2003.

31 and before July 1. 2016 12007], except that an exploration expenditure  for a Cook Inlet
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1 prospect m ust be incurred for w ork  performed on or after July 1, 2005, [AND

2 B E F O R E  JU L Y  1, 2010, A N D  E X C E PT  T H A T  AN EX PLO R A TIO N

3 E X PEN D IT U R E , IN W H O LE O R  IN PA RT, SO U TH  OF 68 D EG REES, 15

4 M IN U TE S, N O R TH  LA TIT U D E , A N D  N O T  PA RT O F A C O O K  INLET

5 P R O S P E C T  M U ST BE IN C U R R E D  FOR W O R K  PE R FO R M E D  O N  O R  A FTER

6 JU L Y  1 ,2 003 , A N D  B E FO R E JU L Y  1, 2010,] and

7 (1) may be for seismic or geophysical exploration costs not connected

8 w ith  a specific well;

9 (2) i f  for an exploration well,

10 (A) must be incurred by an explorer that holds an  interest in the

11 exploration well for which the production tax credit is claimed;

12 (B) m ay be for either an oil or  gas discovery well or a dry  hole;

13 and

14 (C) must be for goods, services, o r rentals o f  personal property

15 reasonably  required for the surface preparation, drilling, casing, cementing,

16 and logging o f  an exploration well, and, in the case o f  a dry hole, for the

17 expenses required for abandonm ent i f  the well is abandoned within 18 m onths

18 after the elate the well w as  spudded:

19 (3) may not be for testing, stimulation, or completion costs;

20 administration, supervision, engineering, o r  lease operating costs; geological or 

m anagem ent costs: comm unity relations or environmental costs; bonuses, taxes, or 

o ther payments to governm ents related to the well; o r  other costs that are generally

23 recognized as indirect costs or financing costs; and

24 (4) m ay not be incurred for an exploration well o r  seismic exploration

25 that is included in a plan o f  exploration or a plan o f  developm ent for any unit on

26 May 13,2003.

27 * See. 16. AS 43 .55 .025(0  is amended to read:

28 ( 0  For a production tax credit under this section.

29 1 1) an  explorer shall, in a form prescribed by the departm ent and

30 within six m onths o f  the completion o f  the exploration activity, claim the credit and

51 submit information sufficient to dem onstrate to the department's  satisfaction that the

21

-19-



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

claim ed exploration expenditures qualify under this section;

(2) an explorer shall agree, in writing,

(A) to notify the D epartm ent o f  Natural Resources, within 30 

days after com pletion o f  seismic or geophysical data processing, completion o f  

a well, o r  filing o f  a c la im  for credit, w hichever is the latest, for which 

exploration costs are c laim ed, o f  the date o f  com pletion and subm it a report to 

that departm ent describing the processing  sequence and providing a list o f  data 

sets available; if, under (c)(2)(B) o f  this section, an explorer subm its  a claim 

for a credit for expenditures for an exploration well that is located within three 

miles o f  a  well already drilled for oil and gas, in addition to the submissions 

required under (1) o f  this subsection, the explorer shall subm it the information 

necessary for the com m issioner  o f  natural resources to evaluate the validity o f  

the explorer's  claim  that the well is directed at a distinctly separate exploration 

target, and the com m issioner o f  natural resources shall, upon receipt o f  all 

evidence sufficient for the com m iss ioner  to evaluate the explorer's  claim, m ake 

that determ ination within 60 days;

(B) to provide to the Departm ent o f  Natural Resources, within 

30 days after  the date o f  a request, specific data sets, ancillary data, and reports 

identified in (A) o f  this paragraph:

(C1) that, notw ithstanding any provision o f  AS 38, information 

provided under this pam graph will be held confidential by the Department o f  

Natural Resources for 10 years following the com pletion date, at which time 

that departm ent will release the information after 30 days' public  notice:

(3) i f  more than one explorer  holds an interest in a well o r seismic 

exploration, each explorer may claim an am ount o f  credit that is proportional to the 

explorer's  cost incurred;

(4) the department may exercise  the full extent ol its powers as though 

the explorer were a taxpayer under this title, in order to \erily  that the claimed 

expenditures are qualified exploration expenditures under this section: and

(5) i f  the department is satisfied that the explorer’s claimed 

expenditures are qualified under this section, the department shall issue lo the explorer
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a production tax credit certificate for the am ount o f  credit to be a llowed against 

production taxes due under AS 43.55.011(e) [THIS C H A PT E R ; H O W E V E R , 

N O T W IT H S T A N D IN G  A N Y  O T H E R  PR O V ISIO N  O F TH IS S E C T IO N , T H E  

D E P A R T M E N T  M AY N O T  ISSUE TO  A N  E X P L O R E R  A PR O D U C T IO N  TA X  

C R ED IT  C E R T IF IC A T E  IF TH E T O TA L O F  PR O D U C TIO N  T A X  C R E D IT S  

SU B M IT TED  FO R C O O K  IN LET PR O D U C T IO N , B A SED  ON E X P L O R A T IO N  

E X PE N D IT U R E S FO R W O R K  P E R F O R M E D  D U R IN G  T H E  PER IO D  

D E SC R IB E D  IN (b) O F THIS SEC TIO N  FO R T H A T  PR O D U C TIO N , T H A T  H A V E  

BEEN  A P PR O V E D  BY TH E D E P A R T M E N T  EX C E E D S $20,000,000].

* Sec. 17. 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 liability under AS 43 .55 .011(c) |TTTIS C H A PT ER ]. 

Regardless o f t h e  price the producer paid for the certificate, the p roducer may receive 

a credit against its production tax liability for the full am ount o f th e  credit, but for not 

more than the am ount for which the certificate is issued. A production tax credit 

a llowed under this section may not be applied m ore than once.

* See. IS. AS 43.55.025(i)  is am ended to read:

(i) For a production tax credit under this section,

( 1) the am ount o f th e  credit that may be applied against the production 

tax for each ca lendar year may not exceed the total production lax liability under 
A S 43.55.01 He) o f th e  taxpayer applying the credit for the sam e calendar your: and

(2) an amount o f th e  production tax credit that is greater than the total 

tax liability under AS -13.55.011(e) o f t h e  taxpayer applying the credit for a calendar 

year  may be carried forward and applied against the taxpayer's production lax liability 

u n d e r  AS 4 3 .55 .011(e) in one or more immediately following calendar years.

* See. ML AS 43.55.03(1(4) is am ended to read:

(a) I he 11 AX SIIAI.I BE PA ID  IO  I 111 D l.PA R  I M L M .  A N D  1 111 | 

person paying the tax shall tile with the department on .March 31 of the sear 
following the calendar vcar lor which the tax was levied | A I 1111 11MI fill 
I AX IS REQUIRED TO Ml PAID] a statement, under oath, in a form ION F O R M S | 

prescribed by | ( ) R  A C C L P I ABLE IOJ the department, giving, with other



information required, the following:

(1) a description o f  each  [THE] lease or property from which the oil 

a n d  [OR] gas w e re  [W AS] produced, by name, legal description, lease number* or 

[BY | accounting codes (CO D E N U M B ER S] assigned by the department;

(2) the nam es o f th e  producer and the person paying the tax;

(3) the gross am ount o f  oil a n d  th e  g ross  a m o u n t  o f  [OR] gas 

produced from each  [THE] lease or property, and the percentage o f t h e  gross amount 

o f  oil a n d  gas  ow ned by each producer for w hom  the tax is paid;

(4) the gross  [ TOTAL] value at th e  po in t  o f  p ro d u c t io n  o f  the oil 

a n d  o f  the  [OR] gas produced from each  [THE] lease or property ow ned by each 

producer for w hom  the tax is paid; [AND]

(5) the nam e o f  the lirst purchaser and the price received for the oil 

a n d  fo r  the  [OR] gas, unless relieved f rom  this r c d u i r e m e n t  in w ho le  o r  in p a r t  hv 

the d e p a r tm e n t ;

(6) the  p r o d u c e r ’s base  p ro d u c t io n  u n d e r  AS 4 3 .55 .011(f); a n d

(7) the  p r o d u c e r ’s lease e x p e n d i tu re s  a n d  a d ju s tm e n ts  as 

ca lcu la ted  u n d e r  AS 43.55.161) - 43.55.170 |1F SO LD  IN THE STA TE],

Sec. 20. AS 43.55.030(d) is am ended to read:

(d) Reports by or on beha lf  o f  the producer are delinquent the lirst day 

following the day the r e p o r t  |TA X J is due. |EAC'I I PR O D U C E R  IS S IIB JE C T  TO  A 

PEN A LT Y  O F  $25 A DAY FOR EACH LEA SE O R  PR O PE R T Y  UPON W HICH 

l l l l -  R E PO R T  IS N O T FILED. Till-  PEN A LT Y  FOR FA ILU RE TO FILE A 

R E PO R T  IS IN ADDI TION TO THE PEN A LTY  FOR D E L IN Q U E N T  TAXES. 

A N D  IS A LIEN ACiAINS I THE ASSE TS OF H IE  PR O D U CER .)

Sec. 21. AS 43.55.040 is amended to read:

See. 43 .55.040. Pow ers  o f  D e p a r tm e n t  o f  R evenue . Except as provided in 

A S  43 .o5.4h5 - 43.05.400. the department ma>

( 1 1 require a person engaged in production and the agent or em ployee 

o f t h e  person, and the purchaser o f  oil or gas. or the ow ner o f  a royalty interest in oil 

or g a s  to furnish, w h e th e r  hv the filing o f  r e g u la r  s ta te m e n ts  o r  r e p o r t s  o r  

o the rw ise ,  additional information that is considered by the department as necessary to



?

I com pute  the am ount o f  the tax; n o t w i t h s t a n d i n g  a n y  c o n t r a r y  p r o v i s i o n  o f  la w ,  th e  

d i s c l o s u r e  o f  a d d i t i o n a l  i n f o r m a t i o n  u n d e r  th is  p a r a g r a p h  to t h e  p r o d u c e r

3 o b l ig a te d  to p ay  the  tax  does  n o t  v io la te  AS 40.25.100(a) o r  AS 43.05.230(a);

4 b e fo re  d isc los ing  in fo rm a t io n  u n d e r  this p a r a g r a p h  th a t  is o th e rw ise  r e q u i r e d  to

5 he  held  con fid e n tia l  u n d e r  AS 40.25 .100(a) o r  AS 43 .05.230(a), the  d e p a r tm e n t

6 sha ll

7 (A) p ro v id e  the  p e rson  th a t  fu rn ish e d  the  in fo rm a t io n  a

8 re a s o n a b le  o p p o r tu n i ty  to be h e a rd  r e g a r d in g  the  p ro p o se d  d isc lo su re  a n d

9 the  c o n d it io n s  to be im posed  u n d e r  (B) o f  this p a r a g r a p h ;  a n d

10 (B) im pose  a p p r o p r i a t e  co n d it io n s  lim iting

1 I (i) access to the  in fo rm a t io n  to those  legal counsel,

12 c o n su lta n ts ,  em ployees, officers , an d  ag en ts  o f  the  p r o d u c e r  w ho

13 have  a need to know  th a t  in fo rm a t io n  fo r  the  p u rp o se  o f

14 d e te rm in in g  o r  con tes t ing  th e  p r o d u c e r 's  tax ob liga tion ;  a n d

15 (ii) the  use o f  th e  in fo rm a t io n  to use fo r  th a t

16 p u r p o se;

17 (2) exam ine the books, records, and  Hies o f  such a person;

18 (3) conduct hearings and compel the attendance o f  w itnesses and the

19 production o f  books, records, and papers o f  any  person; and

20 (4) m ake an  investigation o r  hold an inquiry that is considered

21 necessary to a d isclosure o f th e  facts as to

22 (A) the am ount o f  production from any oil o r  gas location, or o f

23 a  com pany  or o ther producer o f  oil or  gas: and

24 (U) the rendition o f th e  oil and gas for taxing purposes.

25 * Sec. 22. AS 43.55.0X0 is am ended to read:

26 Sec. 43.55.080. C ollec tion  a n d  deposit  o f  revenue . E x c e p t  as o th e rw ise

27 prov ided u n d e r  a r t .  IX. sec. 17. C o n s t i tu t io n  o f  the S ta te  o f  A laska ,  the  I I I II I

28 department shall deposit in the general fund the money collected by it under

29 AS 43.55.11 II - 43.55.180 IAS 4 3 .5 5 .0 1 1 -4 3 .5 5  I50J.

30 * Sec. 23. AS 43.55.135 is amended to read:

31 See. 43 .55.135. M e a s u re m e n t .  I'or the purposes o f  AS 43.55.011 - 43.55.180
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[AS 43.55.011 - 4 3 .5 5 .150|, except w h e re  o th e rw ise  p ro v id e d ,  oil is [SMALL BE] 

m easured in terms o f  a "barrel o f  oil" and gas is [SMALL BE] measured in terms o f  a 

"cubic foot o f  gas."

* See. 24. AS 43.55.150(a) is am ended  to read:

(a) For the purposes o f  AS 43.55.011 - 43.55.180 [AS 43.55.011 - 43.55.150], 

the gross value a t  the  po in t  o f  p ro d u c t io n  is [SMALL B E | calculated using the 

reasonable costs o f  transportation o f  the oil o r  gas. T he  reasonable costs o f  

transportation a r e  [SMALL BE] the actual costs, except w h e n  the

(1) [W H EN  11 IE] parties to the transportation o f  oil o r  gas are

affiliated;
(2) [W H EN THE] contract for the transportation o f  oil o r  gas is not an 

arm 's length transaction or is not representative o f  the m arket value o f  that 

transportation; a n d

(3) [W H EN THE] method o f  transportation o f  oil or  gas is not 

reasonable in v iew  o f  existing alternative m ethods o f transporta tion .

* Sec. 25. AS 43.55 is am ended by adding new sections to article I to read:

Sec. 43.55.160. Deo rm in a t io n  o f  p ro d u c t io n  tax  v a lu e  o f  oil a n d  gas. (a)

Except as provided in (b) o f  this section, for the purposes o f

11) AS 4 3 .5 5 .0 1 1(e). the annual production tax value o f t h e  taxable

(A) oil and gas produced during a calendar year from a lease or 

property in the state that includes land 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 

AS 4 3 .5 5 .0 1 1(c) 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 and gas produced In the producer from that lease or 

propcrtv. as adjusted under AS 43.55.170;

(B) oil and gas produced during a calendar Near from a lease or 

proper!} in the state outside the Cook Inlet sedimentar} basin and south o f  68 

degrees North latitude is the gross value at the point o f  production o f t h e  oil 

and gas taxable under AS 43 .5 5 .0 1 1(e) and produced by the producer from that 

lease or property, less the producer's lease expenditures under AS 43.55.165
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for the ca lendar year applicable to the oil and gas produced by the producer 

from that lease o r  property, as adjusted under AS 43.55.170;

(C) oil produced during a calendar year from a lease or property

in the Cook Inlet sedim entary  basin is the gross value at the point o f

production o f  the oil taxable under AS 4 3 .5 5 .0 1 1(e) and produced by the 

producer from that lease or property, less the pr facer'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 sedim entary  basin is the gross value at the point o f

production o f  the gas taxable under AS 4 3 .5 5 .0 1 1(e) and produced by the 

producer from that lease o r  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) A S 4 3 .5 5 .0 1 1(g), the m onthly  production tax value o f th e  taxable

(A) oil and gas produced during a month from a lease or 

property in the state that includes land north o f  68 degrees North latitude is the 

gross va lue  at the point o f  production o f  the oil and gas taxable under 

AS 43.55.01 Kg) and produced by the producer from that lease or property, less 

1 1 2  o f t h e  producer's lease expenditures under AS 43.55.165 for the calendar 

year applicable to the oil and gas produced by the producer from that lease or 

property, as adjusted under AS 43.55.170;

(It) oil and gas produced during a month from a lease or 

property in the state outside the Cook Inlet sedimentary basin and south o f  68 

degrees North latitude is the gross value at the point o f  production o f t h e  oil 

ami gas taxable under AS 43.55.01 Kg) and produced In the producer from that 

lease or property, less I 12 o f  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 that lease or property, as adjusted under AS 43.55.170;

(C) oil produced during a month from a lease or property in the 

Cook Inlet sedim entary basin is the gross  value at the point o f  production o f



the oil taxable under AS 4 3 .5 5 .0 1 1(g) and produced by the producer front that 

lease or property, less 1/12 o f  the producer’s lease expenditures under 

AS 43.55.165 for the calendar year  applicable to the oil produced by the 

producer front that lease or property, as adjusted under AS 4 3 .5 5 .170:

(D) gas produced during a m onth 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 AS 4 3 .5 5 .0 1 1(g) and produced by the producer from that 

lease or property, less 1/12 o f  the producer's lease expenditures under 

AS 43.55.165 for the calendar year applicable to the gas produced by the 

producer front that lease or property, as adjusted under AS 43.55.170.

(b) A production tax value calculated under (a) o f  this section may not be less 

than zero.

(c) Notwithstanding any contrary provision o f  AS 43.55.150, for purposes o f  

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

at the point o f  production o f  the oil and gas taxable under A S 43 .5 5 .0 1 1(g) is 

calculated under regulations adopted by the department that provide for using an 

appropriate  monthly share o f  the producer's costs o f  transportation for the calendar 

year.

(d) Irrespective o f  w hether a producer produces taxable oil o r  gas during a 

ca lendar year  or month, the producer is considered to have generated a positive 

production tax value i f  a calculation described in (a) o f  this section yields a positive 

num ber because the producer's adjusted lease expenditures for a calendar y ear under 

A S  43.55.165 and 43.55.170 are less than zero as a result o f th e  producer 's  receiv mg a 

payment or credit under AS 43.55.170 or otherwise. An explorer that has taken a tax 

credit under AS 43.55.024(b) or that has obtained a transferable tax credit certificate 

under AS 43 .55.024(d) for the am ount o f  a tax credit under AS 43.55.024(b) is 

considered a producer, subject to the lax levied under AS 43.55.01 h e ) ,  to the extent 

that the explorer  generates a positive production tax value as the result o f  the 

explorer's  receiving a payment or credit under AS 43.55.170.

(e) Any adjusted lease expenditures under AS 4 3 .5 5 .165 and 43.55.170 that 

would otherwise be deductible in a calendar year but whose deduction would  cause an
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annual production tax value calculated under (a)( I ) o f  this section o f  taxable oil or gas 

produced during the calendar year to be less than zero m ay be used to establish a 

carried-forward annual loss under A S 43.55.024(b).

Sec. 43 .55.165. L ease  e x p e n d itu re s ,  (a) Except as provided under (c) - (c) o f  

this section, for the purposes o f  A S  43.55.160, a p roducer 's  lease expenditures for a 

calendar year are the ordinary and necessary costs upstream o f th e  point o f  production 

o f  oil and gas that are incurred during the ca lendar  year by the producer on or after 

April 1, 2006. and that are direct costs o f  exploring for. developing, or producing oil 

or gas deposits  located within the producer's leases or properties in the state or, in the 

c a . .  o f  land in w hich the producer does not ow n  a w orking interest, that are direct 

costs o f  exploring for oil or ga.s deposits located within o ther land in the state. In 

determining w hether costs are lease expenditures, the departm ent shall consider, 

am ong  other factors,

(1) the typical industry practices and standards in the state that 

determ ine the costs, o ther than items listed in (c) o f  this section, that an operator is 

allowed to bill a working interest ow ner that is not the operator, under unit operating 

agreements o r  sim ilar operating agreem ents that were in effect on or before 

Decem ber I. 2005. and were subject to negotiation with at least one w orking interest 

ow ner with substantial bargaining power, o ther than the operator: and

(2) the standards adopted by the Departm ent o f  Natural Resources that 

determine the costs, other than items listed in (e) o f  this section, that a lessee is 

allowed to deduct from revenue in calculating net profits under a lease issued under 

A S  3 8 ,0 5 .180(f)(3)(H), (D). or (E).

(b) f o r  purposes o f  (a) o f  this section.

( 1 1 direct costs include

(A) an expenditure, w hen incurred, to acquire an item i f  the 

acquisition cost is otherwise a direct cost, notw ithstanding that the expenditure 

may be required to be capitalized rather than treated as an expense for tmanciul 

accounting or federal incom e tax purposes:

(11) paym ents o f  or in lieu o f  property taxes, sales and use 

taxes, m otor fuel taxes, and excise taxes:

- 2 7 -



(C) a reasonable allowance, as de term ined under regulations 

adopted by the departm ent, for overhead expenses directly related to exploring 

for, developing, and producing oil o r  gas deposits  located w ithin leases or 

properties o r  o ther land in the state;

(2) an activity does not need to be physically  located on, near, or 

within the p rem ises o f t h e  lease or property within which an oil o r  gas deposit being 

explored for, developed , or produced is located in order for the cost o f t h e  activity to

be a cost upstream  o f  the point o f  production o f th e  oil o r  gas.

(c) Subject to (g) and (h) o f  this section, i f  the departm ent finds that the 

pertinent provisions o f  a unit operating agreem ent or s im ilar operating agreem ent are 

substantially consistent with the departm ent’s de term inations  and standards under (a) 

o f  this section concern ing  w hether  costs are lease expenditures, the departm ent may 

authorize  or require  a producer, subject to conditions prescribed under regulations 

adopted by the departm ent, to treat as that portion o f  its lease expenditures for a 

ca lendar year applicable  to oil and  gas produced from a lease or property in the state 

only

(1) the costs, o ther  than items listed in (e) o f  this section, that are 

incurred by the opera to r  during the calendar year and that

(A) are billable to the nroducer by the operator in accordance 

with the terms o f th e  agreem ent to which that lease o r  property is subject;

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

p roducer  by the opera tor  in accordance with the term s o f t h e  agreem ent to 

which that lease or property is subject i f  the p roducer w ere not the operator;

(C') would be billable to the producer by the operator in

accordance  with the terms ol' the agreement if  that lease or property were 

subject to the agreement; or

(I)) for a p roducer that is the operator, would be billable to the 

p roducer  by the operator in accordance with the terms o f t h e  agreem ent i f  that 

lease or property were subject to the agreement and if  the producer were not 

the operator; and

(2) a reasonable percentage, as determ ined under regulations adopted



by the department, o f  the costs that are billable under (1) o f  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, to the extent those 

expenses are not billable under the agreement.

(d) Subject to (g) and (h) o f  this section, i f  the departm ent m akes the finding 

described in (c) o f  this section with respect to a unit operating agreem ent o r  similar 

operating agreem ent and. in addition, finds that at least one w orking  interest ow ner 

party to the agreement, o ther than the operator, with substantial incentive and ability to 

effectively audit billings under the agreem ent in fact is effectively auditing billings 

under the agreem ent, the departm ent m ay authorize  o r  require a producer, subject to 

conditions prescribed under regulations adopted by the department, to treat as that 

portion o f  its lease expenditures for a calendar year applicable to oil and gas produced 

from a lease o r  property in the state only

( I )  the costs, other than items listed in (e) o f  this section, that arc 

incurred by the operator during the calendar year and that

(A) are billed lo the p roducer  by the operator under the 

agreem ent to which that lease or property is subject and are either not disputed 

by a w orking  interest ow ner  party to the agreem ent or are finally determ ined to 

be properly billable as a result o f  dispute resolution: or

(Ii) for a producer that is the operator, would be billable lo the 

producer by the operator in accordance with the terms o f  the agreem ent lo 

which that lease o r  property is subject i f  the producer w ere not the operator; 

and

(1) a reasonable percentage, as determ ined under regulations adopted 

by the departm ent, ol' the costs that are billed under ( I )  o f  this sub jec tion  as an 

allowance for overhead expenses direct l\ related to exploring for. developing, and 

producing oil or  gas deposits located within the lease or properly, to the extent those 

expenses are not billable under the agreement.

(c) I or purposes o f  this section, lease expenditures do not include

( 1) depreciation, depletion, o r amortization:

(2) oil or gas royally p a u n c n ts .  production payments, lease profit
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shares, or other paym ents or distributions o f  a share o f  oil or gas production, profit, or 

revenue;

(3) taxes based on or measured by net income;

(4) interest o r o ther financing charges or costs o f  raising equity or debt

capital;

(5) acquisition costs lor a lease o r  property o r  exploration license;

(6) costs arising from fraud, wilful m isconduct, or gross negligence;

(7) fines o r  penalties imposed by la v,

(8) costs o f  arbitration, litigation, c r  o ther dispute resolution activities 

that involve the state or concern the rights or obligations am ong  owners o f  interests in, 

o r  r ights to production from, one or more leases or properties or a  unit;

(9) donations;

(10) costs incurred in organizing a partnership, jo in t  venture, o r  other 

business entity or arrangement;

(11) am ounts paid to indemnify the state; the exclusion provided by 

this paragraph does not apply to the costs o f  obtain ing insurance or a surety bond from 

a thiid-party  insurer or surety;

(12) surcharges levied under A S 43.55.201 o r  43.55.300;

(13) for a transaction that is an internal transfer or is otherwise not an 

arm 's length transaction, expenditures incurred that are in excess o f  fair m arket value;

(14) an expenditure incurred to purchase ai. interest in any corporation, 

partnership, limited liability com pany, business trust, or any other business entity, 

w hether o r  not the transaction is treated as tin asset sale for federal income tax 

purposes;

(15) a tax levied under AS 43.55.011;

(16) ihe portion ol' costs incurred for d ism antlement, removal, 

surrender, or abandonm ent o f  a facility. pipeline, well pad. platform, o r  other 

structure, o r  for the restoration o f  a lease, field, unit. area, body o f  water, or right-of- 

way in conjunction with d ism antlem ent, removal, surrender, o r  abandonm ent, that is 

attributable to production o f  oil or gas occurring before April I. 2006; the portion is 

calculated as a ratio o f th e  amount o f  oil and gas production in barrels o f  oil equivalent

..M i-
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associated with the facility, pipeline, well pad, platform , or o ther structure, lease, field, 

unit, area, body o f  water, or right-of-way occurr ing  before April I, 2006, to the total 

am ount o f  oil and gas production in barrels o f  oil equivalent associated  with that 

facility, pipeline, well pad, platform, or o ther structure, lease, field, unit, area, body o f  

water, or  right-of-way through the end o f  the ca lendar  m onth before com m encem ent 

o f  the d ism antlem ent, removal, surrender, or  abandonm ent;  a cost is not excluded

under this paragraph i f  the dism antlem ent, rem oval, surrender, or abandonm ent for

which the cost is incurred is undertaken for the purpose o f  replacing, renovating, or 

improving the facility, pipeline, well pad. platform , or o ther structure; for the purposes 

o f  this paragraph, "barrel o f  oil equivalent" m eans

(A) in the case o f  oil, one  barrel;

(B) in the case o f  gas, 6 ,000 cubic feet;

(17) losses or dam ages resulting from an unpermitted oil discharge that 

is not confined to a pad. platform, or o ther structure, or costs to contain, clean up, or 

remediate such an unperm itted oil d ischarge to the extent that those costs exceed the 

routine costs o f  operation for a producer or explorer that would otherwise  be incurred 

as lease expenditures in the absence o f t h e  unperm itted oil discharge: this paragraph 

does not apply to the cost o f  developing and m aintaining an oil discharge prevention 

and contingency plan under AS 46.04.030;

(18) costs incurred to satisfy a work com m itm ent under an exploration 

license under AS 3 8 .0 5 .132.

(f) f o r  purposes o f  A S  43.55.024(a) and (b) and only  as to expenditures 

incurred to explore for an oil or gas deposit located within land in which an explorer 

does not own a working interest, the term "producer" in this section, in 

AS 43.55.160(h). and in AS 43.55.170 includes "explorer."

(g) Ihe department shall specify o r  approve :• reasonable allocation method 

for determining the portion o f  a cost that is appropriate!) treated as a lease expenditure 

under this section if  a  cost that would otherwise  constitute a lease expenditure  under 

this section is incurred to explore for. develop, or produce

( I ) both an oil or gas deposit located within land outside the state and 

an oil or gas deposit located within a lease or property, or o ther land, in the stale; or

-31-
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(2) an oil or gas deposit located partly within land outside the state and 

partly within a lease or property, o r o ther land, in the state.

(h) The departm ent shall adopt regulations that provide for reasonable 

methods o f  a llocating co«ts betw een oil and gas and between leases or properties in 

those c ircum stances where the determ ination o f  the lease expenditures that are 

applicable to oil or  to gas, o r that arc applicable to oil and gas produced from different 

leases or properties, requires an allocation o f  costs.

(i) The departm ent may adopt regulations that establish additional standards 

necessary to carrying out the purposes o f  this section and AS 43.55.170. including the 

incorporation o f t h e  concepts o f 26 U.S.C. 482 (Internal Revenue Code), as amended, 

the related or accom panying  regulations o f  that provision, and any ruling or guidance 

issued by the Uniteu States Internal R evenue Service that relates to that provision.

(j) For purposes o f  this section,

(1) "explore" includes conducting geological o r  geophysical 

exploration, including drilling a stratigraphic test well:

(2) "ordinary and necessary" has the meaning given in 26 U.S.C. 162 

(Internal Revenue Code), as am ended, and regulations adopted under that section:

(3) "stratigraphic test well" m eans  a well drilled for the sole purpose o f  

obtaining geological information to aid in exploring for an oil o r  gas deposit and the 

target zones o f  which are located in the state.

See. 43.55.170. A d ju s tm e n ts  to lease  e x p e n d itu re s ,  (a) Unless the payment 

or credit has already been subtracted in calculating billable or billed costs under 

AS 43.55.165(c) or (d). a producer's lease expenditures under AS 43.55.165 must be adjusted 

by subtracting paym ents or credits, o ther 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 facililv in which the 

producer has an ow nership  interest o r the m anagem ent In the producer o f  a production 

facility under a m anagem ent agreement providing for the producer to receive a 

management lee:

(2) a reim bursem ent o r  similar payment that offsets the producer's 

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

-32-



paym ent from  the state or federal governm ent for reim bursem ent o f  the producer’s 

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

com pressing, or o ther  field handling associated with the production o f  oil or  gas 

upstream  o f th e  point o f  production;

(3) the sale or o ther 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  i f  it were incurred on or after 

April 1, 2006; for purposes o f  this subparagraph,

(i) i f  a  producer rem oves from the state, for use outside 

the state, an asset described in this subparagraph, the value o f t h e  asset 

at the time it is rem oved is considered a payment received by the 

p roducer for sale or transfer o f th e  asset;

(ii) for a transaction that is an internal transfer o r  is 

otherwise not an  arm 's  length transaction, i f  the sale or transfer o f t h e  

asset is m ade for less than fair m arket value, the am ount subtracted 

m ust be the fair m arket value; and

(B) oil o r  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.

(b) l-xcept as o therw ise  provided under this subsection, i f  one or more 

paym en ts  or credits subject to this section are received by a producer or by an operator 

acting for the producer during  a calendar year and if  either the total am ount o f t h e  

paym ents or credits  exceeds the amount o f  the producer's applicable lease 

expenditures for that calendar year or the producer has no lease expenditures for that 

ca lendar  year, the producer shall nevertheless subtract those payments o r  credits from 

the lease expenditures or from zero, respectively, and the producer's applicable 

adjusted lease expenditures for that calendar year are a negative num ber and shall be 

applied to the pertinent calculation under AS 43.55.160(a) as a negative number.



1 See. 43.55.180. R e q u i re d  r e p o r t ,  (a) The department shall study

2 (1) the effects o f  the provisions o f  this chapter on  oil and gas

3 exploration, developm ent, and production in the state, on investm ent expenditures for

4 oil and gas exploration, developm ent, and production in the state, on the entry o f  new

5 producers into the oil and gas industry in the state, on state revenue, and on tax

6 administration and compliance, g iving particular attention to the tax rates provided

7 under AS 43.55.011, the tax credits provided under AS 43.55.023 - 4 3 .5 5 .0 2 5 ,  and the

8 deductions for and adjustments to lease expenditures provided under AS 43.55.160 -

9 4 3 .5 5 .170; and

10 (2) the effects o f  the tax rates under AS 43.55.011 (i) on  state revenue

11 and on oil and gas exploration, developm ent, and production on private land, and the

12 fairness ol' those tax rates for private landowners.

13 (b) The departm ent shall prepare a  report on or before the first day o f t h e  2011

14 regular session o f t h e  legislature on the results o f t h e  study m ade unde r  (a) o f  this

15 subsection, including recom m endations  as to whether any  changes should be m ade to

16 this chapter. The departm ent shall notify the legislature that the report prepared under

17 this subsection is available.

18 * See. 26. AS 43.55.201 is amended to read:

19 See. 43.55.201. S u r c h a r g e  levied, (a) Every producer o f  oil shall pay a

20 surcharge o f  S.01 [S.02J per barrel o f  oil produced from each lease or property in the

21 state, less any oil the ow nership  or right to w hich  is exem pt from taxation.

22 (b) The surcharge im posed by (a) o f  this section is in addition to the  tax

23 im posed  hv AS 43.55.011 and is d u e  on the  last day  o f  the  m o n th  on oil p ro d u c e d

24 from  each lease o r  p ro p e r ty  d u r in g  the p rec e d in g  m on th .  T h e  s u r c h a r g e  IS11AU,

25 BE PAID IN TH E SA M E M A N N E R  AS T H E  TA X  IM PO SED  BY A S 43.55.011 -

26 43.55.150; A N D | is in addition to the surcharge imposed by AS 43.55.300 -

27 43.55.310.

28 (o) A producer o f  oil shall m ake a_ o r t  (REPORTS'! o f  production on

29 M a rc h  31 o f t h e  y e a r  following the  c a le n d a r  y e a r  of p ro d u c t io n  a n d  in the same

30 m anner and under the sam e penalties as required under AS 43.55.011 - 43.55.180

31 | AS 43 .5 5 .0 1 1 -4 3 .5 5 .1 5 0 | .

-J4-



1 * Sec. 27. AS 43.55.201 is amended by adding a new subsection to read:

2 (d) Oil not considered under AS 43.55.020(e) to be produced from a lease or

3 property is not considered to be produced from a lease or property for purposes o f  this

4 section.

5 * Sec. 28. AS 43.55.300 is am ended to read:

6 Sec. 43 .55.300. S u r c h a r g e  levied, (a) Every producer o f  oil shall pay a

7 surcharge o f  S.04 [$.03] per barrel o f  oil produced from each lease o r  property in the

8 state, less any oil the ownership  or right to which is exem pt from taxation.

9 (b) The surcharge imposed by (a) o f  this section is in addition to the  tax

10 im posed  bv AS 43.55.011 and is d u e  on the  last d ay  o f  the  m o n th  on oil p ro d u c e d

1 1 f ro m  each  lease o r  p r o p e r ty  d u r in g  the  p rec e d in g  m o n th .  T h e  s u r c h a r g e  [SHALL

12 BE PAID IN T H E  S A M E  M A N N E R  AS TH E TA X  IM PO SED  BY A S 43.55.011 -

13 43.55.150; AN D ] is in addition to the surcharge imposed by AS 43.55.201 -

14 43.55.231.

15 (c) A producer o f  oil shall m ake a r e p o r t  [REPO RTS] o f  production on

16 M a rc h  31 o f  th e  y e a r  following the  c a le n d a r  v c a r  o f  p ro d u c t io n  an d  in the sam e

17 m anner  and under the sam e penalties as required under A S 43.55.011 - 43.55.180

18 [AS 43.55.011 -43 .55 .150 ].

19 * Sec. 29. A S 43.55.300 is amended by adding a new subsection to read:

20  (d) Oil not considered under AS 43.55.020(c) to be produced from a lease or

21 property is not considered to be produced from a  lease or property for purposes o f  this

22 section.

23 * Sec. 30. A S 43.55.900(6) is repealed and reenacted to read:

24 (6) "gas" means

25 (A) all natural, associated, or casinghead ga.s;

26 (B) all hydrocarbons that

27 (i) are recovered by mechanical separation o f  well

28 fluids or by gas processing in a gas processing plant: and

29 (ii) exist in a gaseous phase at the com pletion ol'

30 mechanical separation and any gas processing in a  gas processing plant:

31 and
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oil;

* Sec. 31. AS 43.55.900(7) is repealed and reenacted to read:

(7) "gross value at the point o f  production" m eans

(A) for oil, the value o f  the oil at its point o f  production 

without deduction  o f  any costs upstream o f  that point o f  production:

(B) for gas, the value o f  the gas at its point o f  production 

without deduction o f  any  costs upstream o f  that point o f  production;

* See. 32. AS 43.55.900(10) is repealed and reenacted to read:

(10) "oil" m eans

(A) crude petroleum oil: and

(B) all liquid hydrocarbons that are recovered by m echanical 

separation o f  well fluids o r  by gas processing in a gas processing plant;

* Sec. 33. AS 43.55 900 is am ended by adding new  paragraphs to read:

(17) “ British thermal unit” m eans the quantity o f  heat required to raise 

the tem perature o f  one  pound o f  w ater from 58.5 degrees Fahrenheit to 59.5 

degrees Fahrenheit at a  constan t pressure o f  one  atmosphere;

(18) "BTU equivalent barrel" m eans

(A) in the case o f  oil, one barrel;

(B) in the case o f  gas, the am ount o f  gas that has a heating value 

o f  6 .000,000 British thermal units;

(19) "Cook Inlet sedim entary basin" has the m eaning given in 

regulations adopted lo implement AS 38.05.180(f)(4);

(20) "explorer" m eans a person who, in exploring for new oil o r  gas 

reserves, incurs expenditures:

(21) "gas processing"

(A) m eans processing a gaseous mixture o f  hydrocarbons

(i) by means o f  absorption, adsorption, externally

applied refrigeration, artificial com pression followed by adiabatic

expansion  using the Joule-1 liomson effect, o r  another  physical process

that is not mechanical separation; and

(C ) a ll other hydrocarbons produced from  a w e ll not defined as



(ii) for the purpose o f  extracting and recovering liquid

hydrocarbons;

(13) does not include gas treatment;

(22) "gas processing plant" m eans a  facility that

(A) extracts and recovers liquid hydrocarbons from a gaseous 

mixture o f  hydrocarbons by gas proces ;ing; and

(B) is located upstream  o f  any  gas treatment and upstream o f  

the inlet o f  any gas pipeline system transporting gas to a market;

(23) "gas treatment"

(A) m eans conditioning gas and rem oving from gas 

nonhydrocarbon substances for the purpose o f  rendering the gas acceptable  for 

lender and acceptance into a gas pipeline system;

(13) includes incidentally rem oving liquid hydrocarbons from

the gas;

(C) does not include

(i) dehydration required to facilitate the m ovem ent o f  

gas from the well to the point w here gas processing takes place;

(ii) the scrubbing o f  liquids from gas to facilitate gas

processing;

(24) "heating value" m eans the gross num ber o f  13I I Is evolved by 

plete com bustion  o f  an amount o f  gas;

(25) " landowner's royalty interest" means

(A) a lessor's royalty interest under an oil and gas lease; or

(13) a royalty interest that is

(i) held by a surface ow ner o f  land from which o l or 

gas is p roduced :and

(ii) granted in exchange for the right to use the surface 

o f  that land or as com pensation for dam age  to the surlaoe o f  that land;

(26) "oil and gas lease" includes an oil and gas lease, a gas only lease, 

m oil only lease;

(27) "point o f  production" m eans



1 (A) for oil. the autom atic custody transfer m eter  or device

2 through w hich the oil enters into the facilities o f  a carrier pipeline o r  other

3 transportation carrier in a  condition o f  pipeline quality; in the absence o f  an

4 autom atic  custody  transfer m eter or device, "point o f  production" m eans the

5 m echanism  or device to m easure the quantity  o f  oil that has been approved by

6 the departm ent for that purpose, through which the oil is tendered and accepted

7 in a condition o f  pipeline quality into the facilities o f  a  carrier pipeline o r  other

X transportation carrier or into a Held topping plant:

9 (B) for gas, o ther than gas described in (C) o f  this paragraph.

10 that is

11 (i) not subjected to or recovered by mechanical

12 separation or run through a gas processing plant, the lirst point where

13 the gas is accurately metered:

14 (ii) subjected to or recovered by m echanical separation

15 but not run through a gas processing plant, the lirst point where the gas

16 is accurately  metered after com pletion o f  mechanical separation:

17 (iii) run through a  gas processing plant, the lirst point

IX u  here the gas is accurately metered downstream  o f th e  plant:

19 ((.’) for gas run through an integrated gas processing plant and

20 gas treatm ent facility that does not accurately m eter the gas after the gas

21 processing and before the gas treatment, the lirst point where gas processing is

22 com pleted  o r  where gas treatment begins, w h ieh e \c r  is further upstream.

23 * See. 34. \ S  4 3 .5 5 .0 1 1(a). 4 3 .5 5 .0 1 1(b). 43 .5 5 .0 1 1(c). 43 .55.012. 43.55.013. 43.55.016.

24 43.55.025(k}( I ). 43.55.025(k>(3). 45.55.90IK I ), 43.55.900(8). 43.55.900( 11). 43.55.900( 12).

25 and 43 .5 5 .900( 16) are  repealed.

26 * See. 35 . I lie uneodilicd  law o f  the State ol' \ la s k a  is amended by adding a new section to

27 read:

2X \ m  K W B II .I l  Y. (a) Sections 5. 7 -  lo. 12 - 14. lo • 20. 24. and 2b ■ 34 o f  this \c t

20 and AS 4 3 .5 5 .160  - 4 3 .5 5 .170. enacted by see. 25 o f  this Act. apply to oil and gas produced

30 a lte r  March 31. 2006.

31 (b) Section 11 o f  this Act applies to oil and gas produced before, on . o r  a lte r  the

ts-



r j

1 effective date o f  sec. 11 o f  this Act.

2 * Sec. 36. The uncodified law o f th e  State o f  Alaska is am ended  by adding a new  section to

3 read:

4 T R A N S IT IO N A L  PR O V ISIO N S, (a) N otw ithstanding  any  contrary provision o f

5 AS 43 .55 .023(i), enacted by sec. 13 o f  this Act, for oil and gas produced after M arch 31,

6 2006, and before January 1, 2007. the phrase "20 percent" in AS 43.55.023(i)(2). enacted by

7 sec. 13 o f  this Act. shall be replaced by the phrase " 15 percent".

8 (b) For oil and gas produced before April 1. 2006. the provisions o f  AS 43.55. and

6 regulations adopted under AS 43.55, that were in effect before  April 1, 2006, and that were

It) applicable to the oil anil gas continue to apply to that oil and gas.

11 (c) Notw ithstanding  any contrary provision o f  AS 43.55.020(a), as repealed and

12 reenacted by sec. 7 o f  this Act. for oil and gas produced after M arch 31. 2006. and before

13 January I. 2007,

14 (1) the am ount o f t h e  taxes that would have  been levied on the producer by

15 AS 43.55. as the provisions o f  that chapter read on March 31. 2006, is due on the last day o f

16 each calendar m onth on the oil and gas that was produced from each lease o r  property during

17 the preceding month;

18 (2) the amount, i f  any. o f t h e  taxes levied by A S 4 3 .5 5 .0 1 1(e). (g). and (i).

16 enacted by see. 5 o f  this Act. net o f  any credits applied as allowed by law. that exceeds the

20 amount due under 11) o f  this subsection, is due on March 3 1 ,2 0 0 7 .

21 (d) N otwithstanding anv contrarv provision o f  AS 43.55.030(a), as am ended  bv see.

22 16 o f  this Act. for oil and gas produced after March 31. 2006. and before January  I. 2007. the

23 person pav ing the lax shall lile with the Department o f  Rev enue, at the time an am ount o f  tax

24 is due

5 ( I )  under (c)(1) o f  this section, the statement required under former

26 AS 43.55.030(a). as that subsection read on March 3 1. 2006; and

27 (2) under (c)(2) o f  this section, the s tatement required under A S  43.55.030(a).

28 as amended by sec. 14 o f  this Act.

24 (e) Notwithstanding any contrarv provision o f  AS 43.55.201(a) or (b). as amended by

30 sec. 26 o f  this Act. or  AS 43.55.300(a) or (b). as am ended  In sec. 28 o f  this Act. for oil

3 1 produced after  M arch 3 1. 2006. and before January 1. 2007.



1 (1) the am ount o f  the surcharges that would have been imposed on the

2 producer under AS 43.55, as the provisions o f  that chapter read on M arch 31, 2006, is due on

3 the last day  o f  each ca lendar month on oil produced from each lease or property during the

4 preceding  month;

5 (2) the amount, i f  any, o f t h e  surcharges imposed under AS 43.55.201(a), as

6 am ended by sec. 26 o f  this Act, and AS 43.55.300(a), as  am ended by sec. 28 o f  this Act. that

7 exceeds the amount due under (1) o f  this subsection, is due on M arch 31. 2007.

8 (f) Notwithstanding any contrary provision o f  AS 43.55.201(c), as  am ended by sec.

9 26 o f  this Act, o r  AS 43.55.300(c), as am ended by sec. 28 o f  this Act, for oil produced after

10 M arch 31. 2006. and before January 1. 2007. at the time an am ount o f  surcharge is due

11 (1) under (e)( 1) o f  this section, the producer  shall file the report ol’ production

12 required under form er AS 43.55.201(c) and 43.55.300(c). as those provisions read on

13 M arch 31. 2006; and

14 (2) under (e)(2) o f  this section, the producer  shall file on March 31. 2007. the

15 report o f  production otherw ise required under AS 43.55.201(c). as am ended by sec. 26 o f  this

16 Act. and A S 43.55.300(c). as amended by sec. 28 o f  this Act.

17 (g) I or purposes o f  taxes to be calculated and due  under (e)( 1) o f  this section and
18 statements to be filed under (d)(1) o f  this section, regulations that were adopted by the

19 Department o f  Revenue under AS 43.55. as  the provisions o f  that chapter read on March 31.

20 2006. and that were in effect on that date apply to those taxes and statements.

21 (h) Notwithstanding any contrary provision o f  AS 43.55.160(a)(2). enacted by sec. 25

22 o f  this Act. for oil and gas produced after March 31. 2006. and before January 1. 2007. the

23 phrase "1 12" in AS 43.55.160(a)(2)(A) ( I )). enacted by see. 25 o f  this Act, shall be

24 replaced by the phrase " l . '9 ' \

25 * See. 37. I he uncodified law o f  the State o f  Alaska is am ended by adding a new section to

26 read:

27 I R A N SII ION: Rl I k ( )A (  11\ I n  Ol R li(il  I .A I IONS. Notwithstanding any

28 contrary provision o f  AS 44.62.240. regulation adopted by the Department o f  Revenue to

29  implement, interpret, m ake .specific, or otherwise carry out the provisions o f  secs. 5. 7 - III. 12

3(i - 14. 16 - 20. 24 - 34. and  36 o f  this Act may apply retroactively as o f  April I. 2006. it the

31 Departm ent o f  Revenue expressly designates in the regulation that the regulation applies

-Jii-



1 retroactively to that date.

2 * See. 38. The uncodified  law o f th e  State o f  Alaska is am ended  by adding a new  section to

3 read:

4 R E V ISO R 'S  IN STR U C TIO N . The revisor o f  statutes is instructed to change the

5 heading o f

6 ( I )  A S 43.55 from "Oil and Gas Production T axes  and Oil Surcharge" to "Oil

7 and Gas Production fax  and Oil Surcharge";

8 (2) article 1 o f  A S  43.55 from "Oil and G as Properties Production Taxes" to

9 "Oil and  Gas Production Tax";

10 (3) AS 43.55.011 from "Oil production tax" to "Oil and gas production tax";

11 (4) AS 43.55.025 from "Tax credit for oil and gas exploration or gas only

12 exploration" to "Alternative tax credit for oil and gas exploration";

13 (5) AS 43.55.150 from "D eterm ination o f  gross  value" to "Determination o f

14 gross value at the point o f  production."

15 * See. 39. The uncodified law o f  the Stale o f  A laska is am ended by adding a new  section to

16 read:

17 R E T R O A C T IV IT Y  O F PR O V ISIO N S O F  ACT. Sections 5. 7 - 10. 12- -14. 16 - 19

18 and 24 - 36 o f  this Act are retroactive to April 1. 2006.

19 * Sec. 4(1 . 1 his Act takes effect im m ediately under AS 01 .10 .070(e).

-41-
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FISCAL NOTE

STATE O F ALASKA
2006 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):___________
Title Repealing the oil production tax and gas

Fiscal Note Number: 

Bill Version:

(H) Publish Date:

Dept. A ffected: 
'R D U

1
HB 3001

7/12/06

Natural Resources
Resource Development

production tax etc. Com ponent Oil & Gas Development
Sponsor
Requester

Rules by Request o f Governor
G overnor

E xpenditures/R evenues

Com ponent No. 439

(Thousands of Dollars)______
Note: Am ounts do not include inflation unless otherw ise noted below.
O PERATING  EXPENDITURES FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012

Personal Services
Travel
Contractual
Supplies
Equipm ent
Land & Structures
G rants & Claims
M iscellaneous

TO T A L OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

IC A P IT A L  EXPENDITURES I I . . . .
CH ANG E IN REVENUES ( ) 1 i

FUND SOURCE (Thousands o f Dollars)
1002 Federal Receipts
1003 G F Match
1004 GF
1005 G F/Program  Receipts
1037 G F/M ental Health
O ther (Specify Type-Do not abbreviate)

TO TAL 0.0 0.0 0.0 0.0 0.0 0.0

E s tim a te  o f any c u rre n t year (FY2006) cos t: 0.0
M ark th is  box (X) if  fun d in g  fo r  th is  b ill is  in c lu d e d  in  the G ove rn o r's  FY 2007 b u d g e t p ro po sa l:

POSITIONS
Full-tim e
Part-tim e
Tem porary

A N A LY S IS : (Attach a separate page if  necessary)

There is no anticipated fiscal impact for DNR associated with implementation of this legislation.

Bill VanDyke, Acting D ireclor
O il & Gas

Prepared by:
D ivision ______________________________

Approved by: Michael Menqo. Com m issioner 
Agency Natural Resources_____________

Phono 907-269-8800
Date/Tim e 7/11/2006

Date 7/11/2006

IH«i%«J Own| Pago 1 of 1



FISCAL NOTE
STATE OF ALASKA
2006 LEGISLATIVE SESSION

Revision Date/Tiine (Note if correction):_______________
Title An Act Relating to the Production Tax on

Fiscal Note Number: 
Bill Version:
(H) Publish Date:

2 "CORRECTED-
HB 3001
7/13/06

Oil and Gas

Dept. Affected: ______________Revenue
RDU Tax and Treasury_______
Component Tax__________________

Sponsor
Requester

Rules Commiltee
Governor

E xpe nd itu re s /R even ue s

Component No.

(Thousands o f Dollars)

2476

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous [OH office, etc]

875.0 892.5 9104 928 6 947.1 966.1

525.0 487.9 118.2 118.6 121.0 123.4
42.0

53.0 53.0 53.0 53.0 53 0 53.0
TOTAL OPERATING 1,495.0 1.433.4 1,081.6 1.100.2 1.121.1 1,142.5

ICAPITAL EXPENDITURES I J

|CHANGE IN REVENUES ( ) |Seo analysis sec tio n --------------------------------------------------------------------- -

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Specify Typo-Do nol abbreviate)

1.495.0 1.433 4 1.061 6 1.100.2 1,121.1 1.142.5

TOTAL 1.495.0 1.433.4 1.081.6 1,100.2 1.121.1 1.142.5

Estimate of any current year (FY200C) cost: _____________  ______________
Check th is  box (X) if funding for th is  b ill Is Included In tho Governor's FY 2007 budget proposal: I I

POSITIONS
Full-time 10 10 10 10 10 10

Part-time
Temporary

ANALYSIS: (Attach a separate p.vjo il rocossary)

Relative lo Status Quo

This bill would amend the oil and gas production lax by basing the tax on tho net value of the oil and gas. The net value 
is the wellhead value (net of royalty) less all qualified lease expenditures, including capital and operating costs, and 
property taxes. Tho net profit would bo subject to a 20% tax. loss a credit o f 20% which applies to capital costs upstream 
of the point of production. There would be an additional allowance o f up lo S12 m illion per company for companies 
producing less than 50,000 barrels of oil equivalent per day; this am ount is reduced as production reaches 100.000 hoo­
per day, the point at which no allowance is authorized. Tne allowance expires in 2 0 1G. In addition, as a transition 
provision, there would bo a 20% credit for capital costs incurred over the period April 1, 2001 through April 1, 2006, 
recoverable at $1 for every $2 in capital expenditures Transition costs cannot bo recovered after 2013.

Prepared by Robynn Wilson, Michael Williams. Roger Marks, and Cheryl Nienlnns Phone 269-1019
Division Tax Division  Dnle/Tirm- 7/13/06 7 00 AM

Approved by: Jerry Burnett Dale 7/13/2006______
Agency Department ol Revenue____________________________________________

Pago 1 uf 3



FISCAL NOTE 2 **CORRECTED**

AN ALY S IS  CONTINUATION

The additional conservation surcharge on oil is increased from 3 cents to 4 cents.

The bill would be effective April 1, 2006.

The figures in Ihe table on Ihe next page reflect the revenues that would be received from the bill relative to the status 
quo under various prices. The figures reflect North Slope activity; the impact on Cook Inlet is expected to be modest. The 
status quo assumes the January 2005 ELF aggregation decision by the Department o f Revenue for Prudhoe Bay 
continues.

The cost assum ptions are as follows:

- $100 m m/yr exploration
- S1/bbl on-going capital on all barrels
- $3.50/bbl dcvelopnv ntal capital on 2/3 o f existing conventional oil
- S8/bbl developm ental capital on 2/3 o f existing heavy oil
- $3.50/bbl developm ental capital on new conventional oil
- S8/bbl developm ental capital on new heavy oil
- $3/bbl operating cost on conventional oil
- $5/bbl operating cost on heavy oil

The table shows the 2007-2012 receipts from the bill, sensitive to different oil prices. These include tho Department of 
Revenue forecast, a $40 price, and a $60 price. (Note that the status quo num bers are slightly different from what is 
reflected in Ihe Spring 2006 Revenue Sources Book because of volume adjustm ents from the oil spill, and because of 
som e differences between what som e taxpayers actually remit and what is ultim ately expected to be collected.)

O perating expenditures include costs for 8 additional positions for auditors: t O & G Specia list (Range 23), 3 O & G 
Revenue Auditor IV (Range 22). and 4 O & G Revenue Auditor III (Range 20). These positions would be used to fulfill 
additional audit responsibilities inherent in a net profits lax. In addition, we request 2 additional Tax Tech III positions 
(Range 14) to process additional inform ation and tax returns that w ill be required. and additional credit applications 
anticipated. Personal Services reflect a 2%  yearly increase,

Contractual expenditures includo $100,000 and $70,000 for programming in FY 07 and f: Y 08. respectively, S300.000 in
each o f FY 07 and FY 08 for help in w riting regulations, $100,000 in each year for consulting services and an estim ate nf
chargeback costs. Supplies include com puters and other supplies necessary for new positions.

STA T E  O F  ALASKA B IL L  NO. HB 3001________________

2006 L E G IS LA T IV E  SESSION

Pago 2 of 3



FISCAL NOTE 2 "CORRECTED**

ANALYSIS CONTINUATION (M ILLIONS OF 2005 DO LLARS)

STATE OF ALASKA BILL NO. HB 3001

2<ll)(i LEGISLATIVE SESSION

The revenues provided in the table below do not reflect increased revenues in FY06 
that would result from an effective date of 4/1/06. A t a prelim inary estimated quarter end 
price o f S65, the bill would provide approximately S260 m illion over the status quo system.

Fiscal DOR Slatus Quo Tax from Gain from
Year P re c a s t Tax Bill Bill*

2007 $53.60 989 1.718 729
2008 $46.90 759 1,339 580
2009 $25.50 355 316 -38
2010 S25 50 315 285 -30
2011 S25.o0 281 282 0
2012 S25.50 271 278 G

Fiscal Medium Status Quo Tax from Gain from
Year Price Tax Bill Bill*

2007 S40.00 708 972 264
2008 $40.00 655 947 292
2009 $40.00 631 1,015 384

2010 $40.00 582 984 402
2011 $40.00 544 1.006 462
2012 $40.00 536 1,015 479

Fiscal High Status Quo Tax from Gam from
Year Price Tax Bill Bill*

2007 SGOOO 1.120 1,994 375
2008 S60.00 1.032 1,941 909
2009 SG0.00 978 2.003 1.025
2010 $ 6 0 0 0 901 1.954 1.053
2011 S60.00 842 1.995 1,153
2012 SGOOO 831 2.015 1.184

’N u m t m n  m. ry no!  s u m  Uui> t o  rounding



FISCAL NOTE
STATE OF ALASKA
2006 LEGISLATIVE SESSION

Revision Dale/Time (Note if correction): 
Title

Fiscal Note Number: 
Bill Version:
(H) Publish Date:

CSHB 3001(FIN)
8/4/06

An Act Relating lo the Produclion Tax on 
Oil and Gas

Dept. Affected: ______________Revenue
RDU Tax and Treasury_______
Component Tax__________________

Sponsor
Requester

Rules Committee
Governor

E xpond itu ros/R e venues

Component No.

(Thousands o f Dollars)

2476

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012
Personal Services 813.1 829.4 845.9 862.9 880.1 897.7
Travel
Contractual 522.5 485.4 115.7 116.1 1184 120.B
Supplies 36.7
Equipment
Land & Structures
Grants & Claims
Miscellaneous [OF! office, elc) 53.0 53.0 53.0 53.0 53.0 53 0

TOTAL OPERATING 1,425.3 1.367.8 1,014.6 1.032.0 1,051.5 1.071.5

ICAPITAL EXPENDITURES 1

CHANGE IN REVENUES ( ) See analysis sec tio n ------------- ------ ------ ----- -------
FUND SOURCE (Thousands ol Doilnrs)
1002 Federal Receipts
1003 GF Match
1004 GF 1.420.3 1.367.8 1.014.6 1.032.0 1.051.5 1.071.5
1005 GF/Prorjrnrn Receipts
1037 GF/Menlal Health
Other (Specify Typu-Do not abbreviate)

TOTAL 1.425.3 1.367.8 1,014.6 1.032.0 1.051.5 1,071.5

Estimate of any current year (FY200G) cost:
Check this box (X) if funding for th is  b ill is included in the Governor’s FY 2007 budget proposal:

. .. !
POSITIONS
Full-time 9 (j 9 9 n 9
Part-time
Temporary

ANALYSIS: (Ar.i I: ,i •■vyimm jo ilr.vce ir.jry)

This bill would amend tho oil and gas production tax by basing the tax on tho net value of the oil and gas The net value
is the wellhead value (net of royalty) loss all qualified lease expenditures, includ ing capital and opi rating costs, and
property taxes. Tno net profit would be subject to a variable tax ratu with a floo r of 2Cr;;. and a ceiling of 25 .. less a 
credit of 20 ',c which applies to cap ita l costs upstream of tne point of production. Tno vanaii'o  tax rate vvruid be 
determ ined by tne level of capita l investm ent, l.m.tcd by tax ben- '4s generated t  > capital investment:. Tni M l 
mvestn ent benefit Im iitaton ;S 75 . of q»al.f.< •: cap.!a . its. Tfieri: vvuu a .liso  a* a pry:;r« ,v  surcharge : use .
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(907) 465-3867 or 465-2450 S TA TE  O F A L A S K A  Slalo Capilol
FAX (907) 465-2029 Juneau, Alaska 99801-1182
Mail Slop 3101 Deliveries to: 129 6th St., Rm. 329

M  K M O  K A N I) U M August 4, 2006

S U B J E C T :  CSH B 3001 (FIN) (W ork O rder  No. 24-G II2096\X )

T O :  Representative M ike Chenault
Co-Chair  o f  the House Finance Com m itlec  
Atliy-Sharon K e l l y / /

f y r u M f  '
F R O M :  Donald M. Bullock JrT

Legislative Counsel

The subject bill has been delivered to the secretary for the House Finance Com m ittee. 
The bill includes am endm ent I (prepared under W ork O rder  No. 24-GH2096M.11) and 
the conceptual am endm ent "#2,A."

Nonsubstantive language changes were made to the bill to conform  the conceptual 
am endm ent to the Manual o f  Legislative Drafting and the language and style in the 
Alaska Statutes.

A section that was included in the conceptual am endm ent and would  he enacted by sec. 5 
o f  the bill, AS 43 .5 5 .0 1 1(f)(3), includes a formula for determ ining the alternative tax rate 
for a producer for a calendar year. The conceptual language read, "a producer 's  tax rate 
for a calendar year shall be the higher o f  . . . and the rate "'R'" as de term ined  by the 
following formula . . . ." Because the formula in the conceptual am endm ent does not 
determine "R", but rather states "R" within the context o f  an equation, I changed the 
language to read, "a producer's lax rate for a ca lendar year shall be the higher o f  . . , or 
the rate "R" as represented in the following formula . . .



Representative M ike Chenault 
August 4, 2006 
Page 2

If "R" was to be determ ined by the formula, the formula m ight look som eth ing  like this:1

O C  x (.75 - IR) (.2 x P C )  - (.25 x PT)
(1 - IR) x (QC - PT) '  (QC - PT)

If I m ay be o f  further assistance, please advise.

D M B djw  
06-291.1 jw

1 This was my best attempt at solving the formula for "R." It m ay or may not correctly 
represent the relationship between "R" and the o ther variables in the formula.
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24-GH2096VI. 11 
Bullock 

S/1/06

A M E N D M E N T

O FFER E D  IN T H E  H O U SE BY R E P R E S E N T A T IV E  C H E N A U L T

TO: C SH B  3001 ( ), Draft Version "I"

1 Page 4, line IS:

2 Delete "during"

3 Insert "for"

4

5 Page 4, line 19. following "year":

6 Insert "that includes one or m ore m onths"

7

S Page 4, line 20:

9 Delete "for one or more months,"

10

11 Page 4, line 21:

12 Delete "during"

13

14 Page 6. line 6:

15 Delete "produced"

16 Insert "delivered"

17

18 Page 6. line 25. following "produced":

19 Insert "and delivered"

20
21 Page 8. line 28;

22 Delete "under"

23 Insert "in the m anner provided in"

L -1-



24-GH2096M.il

2 Page 9. line 4:

3 Delete "IP = 12 x (M P - 1/12 x BP)"

4 Insert "12 x (M P - 1/12 x  BP)"

5

6 Page 9. lines 6 - 7:

7 Delete all material.

8

9 Page 12, line 27:

10 Delete "before"

11

12 Page 13, line 21:

13 Delete "later"

14 Insert "latest"

15

16 Page 14, line 31:

17 Delete "certificate"

18

19 Page 16. line 2:

20  Delete "that ends"

22 Page 17, line 13:

23 Delete "credits"

24 Insert "credit"

25

20 Page 17. line 15:

27  Delete "south"

28 Insert "no part o f  which is north"

29

30 Page 18. lines II - 13:

3 1 Delete all material.



24-GH2096U. 11

2 Page 21, lines 19 - 26:

3 Delele all material and insert:

4  "(i) Fo r  a production tax credit under this section,

5 (1) the amount of the credit that m ay be applied against the production

6 tax for each c a le n d a r  y e a r  [TAX M ONTH] may not exceed the total production tax

7 liability u n d e r  AS 43.05.011(e) of the taxpayer applying the credit for the same

S c a le n d a r  y e a r  [M O N T H ]; and

9 (2) an am ount of the production tax credit that is greater than the total

10 tax liability u n d e r  A S  43.05.011(c) of the taxpayer applying the credit for a c a le n d a r

11 y ear  [TAX M O N T H ] m ay be carried forward and applied against the taxpayer's

12 production tax liability u n d e r  AS 43.05.01 l fe )  in one o r  more immediately following

13 c a le n d a r  y e a rs  [M O N T H S!."

14

15 Page 24, line 2, following "[AS 43.55.011 - 43.55.150],":

16 Insert "excep t  w h e re  o th e rw ise  p ro v id e d "

17

1S Page 24,1 ines 2 0 - 2 1 :

19 Delete "a lease o r  property"

20 Insert "leases or properties"

21 Delete "includes land at or"

22 Insert "include land"

23

24 Paste 24, line 23:

25 Delete "that lease o r  property"

26 Insert "those leases o r  properties"

27

2S Paste 24. lines 25 - 26:

29 Delete "that lease o r  property"

30 Insert "those leases o r  properties"

31

1

L



24-GH2096M.il

1 Page 24, lines 27 - 28:

2 Delete "a lease or property"

3 Insert "leases or properties"

4

5 Page 24, lines 28 - 29:

6 Delete "all parts o f  which are south"

7 Insert "no part o f  which is north"

8

9 Page 24, line 31:

10 Delete "that lease or property"

JI Insert "those leases or properties"

12

13 Page 25, line 2:

14 Delete "that lease or property"

15 Insert "those leases or properties"

16

17 Page 25, lines 17 - IS:

1S Delete "a lease or property"

19 Insert "leases o r  properties"

20 Delete "includes land at or"

2J Insert "include land"

22

23 Page 25. line 20:

24 Delete "that lease or property"

25 Insert "those leases or properties"

26

27 Page 25. lines 22 - 23:

28 Delete "that lease or property"

29 Insert "those leases or properties"

30

31 Page 25. lines 24 - 25:

L -4-



24-GH2096M.J 1

J Delete "a lease or property"

2 Insert "leases or properties"

3

4 Page 25, lines 25 - 26:

5 Delete "all parts of which are south"

6 Insert "no part o f  which is north"

7

8 Page 25, line 28:

9 Delete "that lease or property"

10 Insert "those leases or properties"

11

12 Page 25, line 30:

13 Delete "that lease or property"

14 Insert "those leases or properties"

15

16 Page 26, line 26:

17 Delete  "or o therwise"

18

19 Pase 31, line 3:

20 Follow ing "production":

21 I n s e r t ","

22 Follow ing "equivalent":

23 Insen

24

25 Page 31, line 4:

26 Delete "or"

27

28 Page 31, line 6:

29 Fo llow ing  "production";

30 I n s c n "."

3 1 Follow ing  "equivalent":

L



1

->

3

4

5

6

7

8
9

10

11
12

L

24-GH2096VI. 11

Insert

Page 31, line 7:

Delete "or"

Page 37, line 27:

Delete "evolved"

Insert "released"

Page 41, lines 24 - 25:

Delete "Sections 5, 7 - U). 12 - 14, 16 -1 9 ,  and 24 - 36" 

Insert "Sections 5, 7 - 10. 12 - 1 4 .  16 - 20, and 24 - 36"

•6-



I »* » { 8/2/2006
7:00 p.m.

C O  N C  F. P r i l A L  A M F . N  1) M K N T

> ' ji  ̂ » I

O F F E R E D  IN T H E  H O U S E  BV / / r i ,<r I

TO: CSI IB 3 0 0 1 (FIN). Draft Version “ I" *' U p  j \ a  t v  k  Ci  ,

r l v l W f  f c t l l y ,
Page 3, line 13, through page 4, line 17: i / /, U/t  (  P y  r ,  /

w vC )
Delete all material and insert:

“(1) except as provided under (3) o f  this subsection, the tax rate for a 

ca lendar year under (e) o f  this section is

(A) for a producer w hose investment factor is equal to or less than 

$1 per BTU equivalent barrel, 25 percent;

(B) for a  producer whose investment factor is equal to or greater 

than $6 per BTU equivalent barrel, 20 percent:

(C) for a producer w hose investment factor is between $1 and $6 

per BTU equivalent barrel, the rate determined by the following formula and 

rounded to the nearest 1/100 o f  a percent:

.25-.01 (IF - 1)
w here II the num ber that is equal to the p roducer 's  investment factor:

(2) a producer’s investment factor for a ca lendar  year is the quotient 

obtained by dividing the producer 's  total qualified capital expenditures incurred during 

the calendar year by the total am ount o f  taxable and nontaxable oil and gas. in B11 

equivalent barrels, produced by the producer from leases o r  properties in the state during 

the ca lendar  year:

(3) a p roducer’s tax rate for a ca lendar year  may not be less <han the r ite 

"R ” as  de term ined by the following formula:

| I(R x QC)  + (.2 \  DC) < | (.25 K) x P T j |  x < 1 IR)J • (QC * IR> -75 x QC 

where: QC the producer’s qualified capital expenditures incurred

during the calendar y ear:



Ir l

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

2

IR

the total annual production tax value calculated under 

AS 4 3 .5 5 .160(a)( I ) o f  taxable oil and gas produced by the 

p roducer from leases or properties in the state during the 

ca lendar  year: and

the highest percentage tax rate imposed on the taxable 

incom e o f  a corporation by 26 U.S.C. 11 (Internal Revenue 

Code), as am ended, without regard to any additional 

am ount o f  tax provided under that section in the form o f th e  

lesser o f  a dollar amount o r  a percentage o f  incom e in 

excess o f  a slated minimum.*'

P a g :  4. line 26:

Delete the blank space 

Insert “.25”

Page 4. line 29:

Delete the  blank space 

Insert ” 2 ' ”

Page 5. line 1:

Delete the blank space 

Insert “4 0 ”

Page 7. line 3, following “AS 43.20.043. 

Insert "A S  43.55.024,”

Page 7. line 4. following “ AS 43 .20 .043 / 

Insert "A S  43.55.024/*

Page 7. line 31. following “ basin.” :



1 Insert “T he  method o f  allocating tax credits available under AS 42.55.024 shall be based

2 on the num ber o f  BTU equivalent barrels produced from a lease or property ."

3

4 Page 8, line 3, following “during":

5 Delete “2005 or"

6

7 Page 8. following line 5:

8 Insert the following material:

9 “(p) For purposes o f  this section, “qualified capital expenditure" has the m eaning

10 given in A S  43.55.023(k).”

11

12 Page 8. line 3 1, following “m ultiplied by", through page 9. line 11 :

13 Delete all material and insert:

14 “(i) for February through December, the tax rate

15 determined under A S 43 .5 ,011 (0  for the preceding calendar year or. i f  the

16 producer did not produce oil or gas during the preceding ca lendar year.

17 22.5 percent;

18 (ii) for January, the tax rate determined under AS

19 4 3 .55 .011(f) for the calendar year before the  preceding calendar year  or. if

20 the producer  did not produce oil or gas during  the ca lendar year before the

preceding ca lendar year. 22.5 percent;"

t

21

23 Page 17. line 13. through page 18. line 15:

24 Delete all material

25 Insert the following material:

26 “See. 43.55.024. Additional nontransferahle lax  credits, (a) For a ca lendar

2 7 year  for which a producer's lax liability under \ S  43.55.01 i ( e |  on oil and gas produced

28 from leases or properties outside the ( ook Inlet sedimentary basin and no part o f  which is

29  north o f  68 degrees North latitude exceeds zero before application o f  any credits under

30  this chapter, a producer that is qualified under (e) o f  this section may apply a tax credit

5 1 against that liability o f  not m ore than $6,000,000.

3



1 (b) A producer m ay not take a tax credit under (a) o f  this section lor any calendar

2 year  after the later o f

3 (1) 2016; or

4 (2) the ninth calendar year after the calendar year  during which the

5 producer first has commercial oil or gas production before M ay 1, 2016, from at least one

6 lease or property in the state outside the Cook Inlet sedim entary  basin and no part o f

7 which is north o f  68 degrees North latitude, if  the producer did not have commercial oil

8 or gas production from a lease or property in the state outside the Cook Inlet sedim entary

9 basin and no part o f  which is north o f  68 degrees North latitude before April 1, 2006.

10 (c) l;o r  a  calendar year for which a  pr ucer's tax liability under AS 4 3 .5 5 .0 1 1(c)

11 exceeds zero before application o f  any credits under  this chapter, o ther than a credit

12 under (a) o f  this section, but after application o f  any credit under (a) o f  this section, a

13 producer that is qualified under (e) o f  this section and w hose average am ount o f  oil and

14 gas produced a day and taxable under AS 43.55.011(e) is less than 100,000 BTU

15 equivalent barrels a day may apply a tax credit under this subsection against that liability.

16 A producer w hose average am ount o f  oil and gas produced a day and taxable under AS

17 4 3 .5 5 .0 1 1(e) is

18 ( I )  not m ore  than 50.000 BTU equivalent barrels m ay  apply a tax credit

19 o f  not m ore than $ 12.000.000 for the calendar year;

20 (2) m ore than 50.000 and less than 100,000 BTU equivalent barrels may

21 apply a tax credit o f  not m ore  than the following fraction o f  $12,000,000 for the calendar

22  year:

23 1 - 12 X (Al* * 50.000)]/100.000

24 where Al* the average am ount o f  oil and gas, expressed as BTU equivalent barrels.

25 produced a day during the calendar year and taxable under AS 4 3 .5 5 .0 1 1(e).

26  id) A producer m ay not take a tax credit under  (c) o f  this section for any calendar

27 \ ear alter the later of
28 ( I )  2 0 16 : or

29  (2) the ninth calendar y ea r  after the  calendar year during which the

50 producer first has comm ercial oil o r  gas production before May I. 2016. from al least one

4



1 lease or properly in the slate, i f  the producer did not have comm ercial oil o r  gas

2 production from a lease o r  property in the state before April 1. 2006.

3 (e) On written application by a producer, including any information the

4 departm ent m ay require, the departm ent shall determ ine whether the producer qualifies

5 under this section for a calendar year. To qualify under this section, a p roducer must

6 demonstrate that its operation in the state or its ownership  o f  tin interest in a lease or

7 properly in the state as a  distinct producer entity would not result in the division am ong

8 multiple producer entities o f  any production tax liability under AS 43.55.011(e) that

9 reasonably would be expected lo be attributed lo a single producer entity i f  the tax credit

10 provisions o f  (a) or (c) o f  this section did not exist.

1 1 ( 0  A tax credit authorized by (a) o f  this section may not be applied to reduce a

12 producer's tax liability for any  ca lendar year under AS 43.55.011(e) on oil and gas

13 produced from leases or properties outside the C ook  Inlet sedimentary basin and no part

14 o f  which is north o f  68 degrees North latitude below zero.

15 (g) A tax credit authorized by (c) o f  this section may not be applied to reduce a

16 producer's tax liability for any ca lendar year under AS 43 .5 5 .0 1 1(e) below zero.

17 (h) An unused tax credit or portion o f  a  tax credit under this section is not

18 transferable and m ay  not be carried forward to or used in a later calendar year.’’

19

20 Page 39, line 23, following "gas  that":

21 Delete “ was”

22  Insert “ were

23

24 Page 40, following line 27:

25  Insert:

2 6  "(h) N otwithstanding any contrary provision ol AS 43.55.020(a). as repealed and

27  reenacted by sec. 7 o f  this \cf . for the installment payment for January. 2007. the phrase

28 "the tax rate determ ined under AS 43.:’-\() | 1(0 lor the calendar »ear before the preceding

29  calendar year"  in A S  43.55.020(u)(2)(B)(ii). as AS 43.55.020(a) ;s repealed and reenacted

30  by sec. 7 o f  this Act, shall he replaced by the phrase "22.5 percent” ."

31

5



Page 40, line 28:

Delete “ (h)” 

Insert “ ( i f
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C O N ' C K P T  i ; . \  L  A M K N D _ M  . : N T

O F F E R E D  IN T H E  H O U SE BY C '\ \e i \c u ’M J

TO: C S H B  3001 (FIN). Dral'l Version T '  w  jiiJiA—j

/4-u/.-Ay k e J / y ,

1 Page 3, line 13, through page 4. line 17: m  ^  yj f ^ ^ J \

2 Delete all material and insert: ?

3 “( I )  except as provided under (3) o f  this subsection, the tax rate for a

4 calendar year under (e) o f  this section is

5 (A) for a producer whose investment factor is equal lo or less than

6  SI per BTU equivalent barrel, 25 percent:

7 (B) for a producer whose investment factor is equal to o r  greater

S than $6 per BTU  equivalent barrel. 20 percent:

9  (C) for a producer whose investment factor is between SI and SO

10 per B T U  equivalent barrel, the rate determined by the following form ula and

I I rounded to the nearest 1/100 o f  a percent:

12 .25 -  .01(11- - I )

13 where IF =  the num ber that is equal to the producer’s investment factor:

14 (2) a p roducer’s investment factor for a calendar year is the quotient

15 obtained by dividing the producer 's  total qualified capital expenditures incurred during

10 the calendar year by the total amount o f  taxable and nontaxable oil and gas. in BTU

17 equivalent barrels, produced by the producer Irotn leases oi properties in the slate during

IS the ca lendar year:

19 t3) a p roducer 's  tax rate for a calendar year "hall be die higher o f t  lie rate

20 dcieiipitjed in n  and thi nno ti**-4«r— d i . m r a l e  “R” as determ ined by the

21 following form ula, except that ill'.' rate shall not he higher than 25' i oi I . 11 :

22 H i R x Q C )  +  (.2 x Q n  + | ( . 2 5 - K ) x l * r | |  x ( I -  1 R ) |+  (QC x IR) =  .75 x Q C

23 where; QC =  the p roducer’s qualified capital expenditures incurred

24 during the calendar vear:
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3

4

5

6 
7 

S 

9

10

11

12

13

14

15

16

17

18

19

20 
21

23

24

25

26

2

27

: s

29

50

IR

I he total annual production lax value calculated under 

AS 4 3 .5 5 .160(a){ 1) o f  taxable oil and gas produced by the 

producer from leases or properties in the stale during the 

calendar year: and

the highest percentage lax rate imposed on the taxable 

income o f  a corporation by 26 U.S.C. I I (Internal Revenue 

Code), as amended, without regard to any additional 

amount o f  tax provided under that section in the form o f th e  

lesser o f  a dollar amount or a percentage of income in 

excess o f  a stated m inim um ."

Page 4. line 26:

Delete the blank space 

Insert “.25"

Page 4, line 29:

Delete the blank space 

Insert “25"

Page 5. line I :

I Jelele the blank space 

Insert “4 0 "

Page 7. line 3. follow ing "AS 43.20.043. 

Insert “ AS 43.55.024."

Page 7. line I. l o l l o w ing “AS 45.20.043. 

Insert "A S 43.55.024."

Page 7. line 31. following “ basin.":

1



Insert “The method o f  allocating tax credits available under AS -13.55.024 shall be based 

on the num ber o f  BTU equivalent barrels produced from a lease or property."

Page 8. line 3. following "during":

Delete “2005 or"

Page 8. following line 5:

Insert the following material:

“ (p) For purposes of this section, “qualified capital expenditure" has the meaning 

given in AS 43.55.023(k)."

Page 8. line 3 1. following “multiplied by", through page 9. line I I :

Delete all material and insert:

"(i) for February through December, the lax rate 

determined under AS 4 3 .5 .0 1 1(f) for the preceding ca lendar year or. if the 

producer did not produce oil or gas during the preceding calendar year. 

22.5 percent;

(ii) for January, the lax rate determ ined under AS 

4 3 .5 5 .0 1 1(f) for the calendar year before the preceding ca lendar year or. if 

(lie producer did not produce oil oi gas during the calendar year before the 

preceding calendar year. 22.5 p e rc e n t: '

Page 17. line 13. through page 18, line 13:

Delete all material

Insert the follow ing material:

“Sec. 43.55.024. A dd it iona l  noM traiisferahle  lav c red i ts ,  (a) For a calendar 

year for which a producer's tax liability under AS 43.55.01 l ic i  on oil and gas produced 

Irom leases or properties outside ii:e Cook Inlet sedim enlai\ hasin and no part ol u Inch is 

north ol 08 degrees North latitude exceeds zero he Idle application o f  any credits under 

this chapter, a producer that is qualified under tel  ol this section may apply a tax credit 

against that liability ol not more than So.000.000,



1 (IV) A producer may not lake a lax credit under (a) ol’ iliis section for any calendar
2 year after the later of
3 (I) 2016; or
4 (2) the ninth calendar year alter the calendar year during which the
5 producer first has commercial oil or gas production before May I. 2016, from at least one
6 lease or pioperly in the state outside the Cook Inlet sedimentary basin and no part of
7 which is north of 68 degrees North latitude, if the producer did not have commercial oil
S or gas production from a lease or property in the state outside the Cook Inlet sedimentary
9 basin and no part of which is north of 6N degrees North latitude before April 1. 2006.

10 (c) For a calendar year for which a producer's tax liability under AS 43.55.011(e)
11 exceeds zero before application of any credits under this chapter, other than a credit
12 under (a) of this section, but after application of any credit under (a) of this section, a
13 producer that is qualified under (e) of this section and whose average amount of oil and
14 gas produced a day and taxable under AS 43.55.OMtc) is less than 100.000 BTU
15 equivalent barrels a day may apply a tax credit under this subsection against that liability.
16 A producer whose average amount of oil and gas produced a day and taxable under AS
17 43.55.011 (e) is
IS (I) not more than 50,000 BTU equivalent barrels may apply a tax credit
19 of not more than S'12.000.000 for the calendar year:
20 (2) more than 50.000 and less than 100.000 BTU equivalent barrels may
21 apply a tax credit of not more than the following fraction of SI 2.000.000 for the calendar
22 year:

23 I - |2 X (AP- 50.00()tl/l00.00t)
24 where AP = tne average amount of oil and gas. expressed as BTU equivalent barrels.
25 produced a day during the calendar year and taxable under AS 43.55.01 lie).
2b (dl A producer may not take a tax credit under lei ol this section for any calendar
27 yeat alter the later ol
28 (It 2016; or
2l) (21 the ninth calendar year alter the calendar year during which the
30 producer first has commercial oil or gas production belore May I. 2016. from at least one

4



1 lease or properly in Ihe stale, if ihe producer did nol have commercial oil or gas
2 production from a lease or properly in ihe slate before April 1. 2006.
3 (e) On written application by a producer, including any information the
4 department may require, the department shall determine whether the producer qualifies
5 under this section for a calendar year. To qualify under this section, a producer must
6 demonstrate that its operation in the slate or its ownership of an interest in a lease or
7 property in the stale as a distinct producer entity would not result in the division among
S multiple producer entities of any production tax liability under AS 43.55.011(e) that
9 reasonably would be expected to be attributed to a single producer entity if the tax credit

10 provisions of (a) or (e) of this section did not exist.
11 (f) A tax credit authorized by (a) of this section may not be applied to reduce a
12 producer's tax liability for any calendar year under AS 43.55.011(e) on oil and gas
13 produced from leases or properties outside the Cook Inlet sedimentary basin and no part
14 of which is north of 68 degrees North latitude below zero.
15 (g) A tax credit authorized by (e) of this section may not be applied to reduce a
16 producer's tax liability for any calendar year under AS 43.55.011(e) below zero.
P  (h) An unused tax credit or portion of a tax credit under this section is not
IS transferable and may not be carried forward to or used in a later calendar year."
19

20 Page 39. line 23. following “gas that”:
21 Delete "was"
22 Insert "were
23
24 Page 30. following line 27:
25 Insert:
26 "th) Notwithstanding any contrary provision of AS 43.55.020(a). as tepcalcd and
27 reenacted by see. 7 of this Act. lor the installment payment lor.la nary. 2007. the phrase
2N "the tax rate determined under AS 13.55.011(f) foi the calendar y ear before the preceding
29 calendat year" in AS 43.55.020ta)(2)(li)(ii). as AS 43,5. 020(a) is icpealcd and reenacted
50 by see. 7 of this Act. shall be replaced by the phrase "22.5 percent”,”

5



Page 40. line 28:
Delete “(h)” 
Insert “(i)”

()
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Bullock
8/1/06

A M E N D M  E N T

O FFER E D  IN T H E  H O U S E

TO: CSHB 3001( ), Draft Version "I"

1 Page 12, line 6:
2 Delete "A"
3 Insert "Except as provided in (k) of this section, a"
4

5 Page 15, line 16, following "section,":
6 Insert "and except as provided in (k) of this section,"
7

8 Page 16, following line 21:
9 Insert a new subsection to read:

10 "(k) A person engaged in the product;on of gas in the Point Thomson Unit
U may not take a credit under this section for a tjualified capital expenditure upstream

_ L 2 --------------  from the po in t  of-production o f  g a s J r o m lh e  P o in t  Thom son Unit fo r  r g a s  p rocessing

13 plant or a gas treatment facility. In this subsection, "Point Thomson Unit" means the
14 land identified by the Department of Natural Resources as the "Point Thomson Unit.""
15
16 Reletter the following subsection accordingly.
17

IS Page 31, line 24. following "AS 38.05.132":
19 Insert";
-0 (19) costs related to a gas processing plant or a gas treatment facility
-1 upstream from the point of production of gas from the Point Thomson Unit"
22

23 Page 32, fo llo w in g  line 20:

L -1-



1 Insert a new paragraph to read:
~  "(3) "Point Thomson Unit" means the land
3 Department of Natural Resources as the "Point Thomson Unit";"
4

5 Renumber the following paragraph accordingly.

24-GH2096U.2
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OFFERED IN THE HOUSE BY
TO: CSHB 3001 (FIN *. Draft Version "I"

Page 3. line 13. through page -1. line 17:
Delete all material and insert:

"(I i except as provided under (3> ol this subsection, the tax rate for a 
calendar year under (et ol this section is

(A ) for a p ro d u cer w hose investm en t factor is coital to  o r less than.■an. s'
SI pe. BTU equivalent barrel. ,25 percent:

tB ) for a p ro d u cer w hose investm en t fac to r is equal to o r g reater 

th an  !>6 p e r B T U  eq u iv alen t barre l. 20  percent;

(C) for a producer whose investment factor is between SI and SO 
per BTU equivalent banel, the rate determined by the following formula and 
rounded to the nearest 1/100 ol a percent:

.25 -.01(11--/i
where IF = the number that is equal to the producer's investment factor;

(2) a producer's investment factor ("i a calendar year is the quotient 
obtained hv dividing the producer’s total qualified capital expenditures incurred during 
the calendar veat by the total amount ol taxable and nontaxable oil and gas. in BM 
equivalent barrels, produced bv the produce' fiom leases or piopcrtics in the state during 
the calendar year;

(31 a producer’s tax rate for a calendar year sh.ui • :c I del a of the a. 
iclci iinned in .i I lie i m ,* o • a* *■ 't - J-*-•* t tbr rate K as determined by the

following foillltila.jexi. ,;pi !! a l  ]h ’..'e a ■ iI ; ol tie b:ehei. ih..n 2!' / p; • «.'*»> i|...i: J 1'
111 R x QCi + (.2 x nUi + ['.25 km PI || \ 1 1 IR>| * KJU x IR) = .75 x OU 

where: Q)C = the producer's qualified capital expenditures incurred
d u rin g  the ca len d ar year;
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AMENDMENT

OFFERED IN THE HOUSE BY REPRESENTATIVE KERTTULA
TO: CSI IB 3001 ( )

1 Page 4, line 29:
2 Delete the blank space
3 Insert “50”
4 Page 5, line 1:
5 Delete the blank space
6 Insert “35”
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Chenoweth/BulJock 
S/1/06

A M E N D M E N T

OFFERED IN THE HOUSE BY REPRESENT AT IVE KERTTULA
TO: CSPIB 3001 ( ), Draft Version "I"

1 Page 27, line 29, following "incurred,":
2 Insert "that is incurred in the state'
3

4 Page 28, line 2, following "payments":
5 Insert "to the state or to a political subdivision of the state"
6

7 Page 28, line 5, following "expenses":
8 Insert "incurred in the state"
9

10 Page 2S, line 11, following "gas":
11 Inscrlbut the activity must occur within the state"

L -I-
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FinlcyVBullock
S/2/06

A M K N I) M I'- N 1’

OFFERED IN THE HOUSE BV REPRESENTATIVE KERTT ULA
TO: CSHB 3001 ( ). Draft Version "I"

1 Page 1. line 1:
2 Delete "tax"
3 Insert "taxes"
4

5 Page 1. lines 3 - 4:

6 Dc|ctc "amending the definition of 'gas' as that definition applies in the Alaska

7 Stranded Gas Development Act;'

S

9 Page 3. line 5:
I () Delete "or gas"
II Delete "and gas"
12
13 Page 3. lines 6 - 7:
14 Delete "and gas"
15
10 Page 3. line S;

17 Delete "and (k)"
IS

19 Page 3, line 9:
20 Delete "and gas"
21
22 Page 4. lines 2 • 3:
23 Delete "and ga.s, in BTU equivalent barrels."

L -I -
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2 Page 4, line 9:
3 Delete "and gas, in BTU equivalent barrels,"
4
5 Page 4. line 13:
6 Delete "or gas"
7
8 Page 4, line 14:

Delete "and gas"

Page 4, line 20:
Delete "or gas"

Page 4, line 21:
Delete "and gas"

Page 4. line 22:
Delete "and gas"

Page 4, lines 23 - 24:
Delete "and (k)"

Page 4. line 26:
Delete "and gas"

Page 4, lines 29 - 30:
Delete "and gas"

1

Page 5. line 2:
Delete "and gas'
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1 Page 5, line 4:
2 Delete "and gas'1
3
4 Page 5, lines 4 - 5:
5 Delete ", in BTU equivalent barrels"
6

7 Page 5, line 6:
S Delete "or gas"
9 Delete "and gas"

10

11 Page 5, line S:
12 Delete "and gas"
13
14 Page 5, lines 13 -14:
15 Delete all material.
16
17 Renumber the following paragraph accordingly.
18
19 Page 5, line 16:
20 Delete "or (2)"
21
22 Page 5, line 19:
23 Delete "and (2)"
24
25 Page 5. line 20:
26 Delete "and gas"
27
28 Page 5, line 21. through page 0. line 8:
29 Delete all material.
30

31 Relettcr the following subsections aceord ngly.

L
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2 Page 6. line 28:
3 Delete "or (k)"
4
5 Page 6, line 29:
6 Delete "or gas"
7

8 Page 7, line 2, through page S, line 5:
9 Delete all material.

10

11 Page 8. following line 5:
12 Insert a new bill section to read:
13 "* Sec. 6. AS 43.55.013(j) is amended to read:
14 (j) The department may aggregate two or more leases or properties (or portions
15 >f them), for purposes of determining the economic limit factor [FACTORS] under
16 this section and applying it [THEM] to [AS 43.55.011 OR] AS 43.55.016, when
17 economically interdependent [OIL OR] gas production operations arc not confined to
IS a single lease or property. The department may also segregate a lease or property into
19 two or more pans, for purposes of determining the economic limit factor |FACTORS]
20 under this section and applying it [THEM] under [A S  43.55.011 OR] AS 43.55.016.
21 when two or more economically independent [OIL OR] gas production operations are
22 being conducted on it [, OR WHEN OLD CRUDE OIL IS PRODUCED FROM THE
23 SAME LEASE OR PROPERTY AS OTHER OIL]."
24
25 Renumber the following bill sections accordingly.
26
27 Page 8, line 16, following "(a)":
28 Insert "The production tax on gas shall he paid monthly. The lax on gas is due on the
29 20th day of each calendar month on gas produced from each lease or property during the
30 preceding month. If the tax on gas is not paid before the end of the month in which it bccutties
31 due. the tax becomes delinquent."

1

L



I

2

3

4

5

6

7

S

9

10

11
12

13

14

15

16

17

18

19

20
21
->•>

23

24

25

26

27

28

29

30

31

a

Page 9, lines S - 9:

Delete "and gas, in BTU equivalent barrels,"

Page 9, lines 17 - 18;

Delete "the sum of"

Page 9, line 19:

Dele . "(A)"

Page 9, line 22:

Delete "plus"

Page 9. lines 23 - 26:

Delete all material.

Page 10. line I:

Delete " an d  [OKI"

Insert "or"

Page 10, line 4:

Delete " a n d "

Insert "o r"

Page 10. line 5. following "AS 4 3 .5 5 .0 1 1 ":

Insert "o r  4 3 .5 5 .0 1 6 "

24-GH2096U.4

Page 8, line 29:

Delete "and gas"

Page 10, line 6:

L -5*
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1 Delete "a n d  [OR]"

2 Insert "or"

3

4 Page 10, line 8, following "tax":

5 insert "on  oil and  m on th ly  p a y m e n ts  o f  tax  on gas"

6

7 Page 10, line 12:

S Delete "an d  i»as"

9

10 Page 10, line 13:

1 ] Delete "a n d  »as"

12

13 Page 10. line 15:

14 Delete "a n d  g a s"

15

16 Page 10, line 20:

17 Delete "a n d  n as"

IS

19 Page 10, lines 22 - 29;

20 Delete all material.

22 R enum ber the following bill sections accordingly.

23

24 Page 12, line 11:

25 Delete "and gas"

26

27 Page 14 line 7:

2S Delete "and gas"

29

30 Page 14. line 14:

31 Delete "and gas"

L
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2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

IS

19

20
21
TT

23

24

25

26

27

28

29

30

31

B

24-GH2096VL4

Page 16, line 7:

Delete "or gas"

Page 17, line 14:

Delete "and gas"

Page 17, line 23:

Delete "or gas"

Page 17, line 25:

Delete "or gas"

Page IS, line 6:

Delete "and gas"

Page IS. line 12:

Delete "or gas"

Page 14, line 15:

Delete "B T U  equivalent"

Page IS. line 18, following "AS 43.55.01 H e)": 

Insert "o r  43.55.016"

Page 21, line 3. following "AS 43 .55 .011(e)": 

Insert "o r  43.55.016"

Page 21, line 13. following "AS 43.55.01 l i e ) ": 

Insert "o r  43.55.1116"

L -7-



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

IS

19

20

21
2~>

23

21

25

26

27

28

29

30

31

24-GH2096M.4

Page 21, line 72, following "AS 43.55.01 H e)":

Insert "o r  43.55.016. as ap p lic ab le ."

Page 21. line 24, following "AS 43.55.01 H e)":

Insert "o r  43.55.016. as  a p p lic a b le ."

Page 21, line 26, following "AS 43.55.011(c)":

Insert "o r  43.55.016. as  a p p lic ab le ."

Page 22, line 4:

Delete "an d  [OR] gas were [W A S]”

Insert "or gas was"

Page 22, line 9:

Delete "an d  t»as"

Insert "o r  »as. as  a p p l ic a b le ."

Page 22, line 11:

Delete "and  o f  the  [OR] gas"

I n s e r t o r  the  to ta l  va lue  o f t h e  gas, as  a p p l ic a b le ."

Page 22, line 14:

Delete "an d  lo r  the  [OR]"

Insert "or"

Page 24. line 6, follow ing "value":

Delete "al the  point o f  p ro d u c t io n  is"

Insert "o f  uas a n d  the  m oss value at the point o f  p ro d u c t io n  o f  oil a r e "

Page 24. line 17:

Delete "and  gas"

i -X
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1 Page 25, line 24:

2 Delete "and gas"

3

A Page 25, line 27:

5 Delete "and gas"

6

7 Page 25, lines 29 - 30:

8 Delete "and gas"

9

10 Page 26, line 6:

11 D e le te " :"

12 In se r t" ."

13

14 Page 26, lines 7 - 12:

15 D ele te  all material.

16

17 Page 26, line 17:

IS Delete "and gas"

19

20 Page 26, line 21:

21 Delete "or gas"

22

23 Page 27. line 4:

24 Delete "or gas"

25

26 Page 27, line 10:

27 Delete "and gas"

28

2‘) Page 27, line 12:

30  Delete "or gas"

31

L • H I.



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21
O '?

23

24

25

26

27

28

29

30

31

24-GH2096M.4

Page 28. line 6:

Delete "or gas"

Page 28, line 9'

Delete "or gas"

Page 2S, line 11:

Delete "or gas"

Page 2S, line 18:

Delete "and gas"

Page 29, line 6:

Delete "or gas"

Page 29, line 15:

Delete "and gas"

Page 29, line 30:

Delete " ( /  gas"

Page 31, line 2:

Delete "or gas"

Page 31, line 3:

Delete "and gas production in barrels oi oil equivalent" 

Insert "production"

Page 27, line 14:

Delete "o r gas"



24~GH20%,I.4

] Page 31, line 6:

2 Delete "and gas production in barrels o f  oil equivalent"

3 Insert "production"

4

5 Page 31, line 12:

6 Deiele "for the purposes"

7

8 Page 31, lines 13 - 15:

9 Delete all material.

10

11 Page 31, line 26;

12 Delete "or g a s '

13

14 Page 32, line 2:

15 Delete "or gas"

16

17 Page 32, line 3:

IS Delete "or gas"

19

20 Page 32, line 4:

21 Delete "or gas"22
23 Page 32. lines 6 - 10:

24 Delete all material and insert:

25 " ( h )  If a cost that would otherwise constitu te  a lease expenditure under this

26  section is incurred to explore for. develop, or produce both oil and gas, the department

27 shall allocate the cost between oil and gas to determ ine the amount applicable to oil

28 and deductible under this section by (1) a ratio o f  the volume of oil production lo the

29 volume o f  gas production in barrels of oil equivalent for the applicable lease or

30 property, (2) the predominant purpose o f  the expenditure  between oil and gas, o r  (3)

31 other reasonable allocation methods to determ ine the portion ol the cost that is

L -12-
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1 appropriately treated as a lease expenditure for oil under this section. In this

2 subsection, "barrels o f  oil equivalent" means 6,000 cubic feel o f gas."

3

4 Page 32, line 22:

5 Delete "or gas"

6

7 Page 33, line 6:

S Delete "or gas"

9

10 Page 33, line 21:

11 Delete "or gas"

12
13 Page 33 line 25:

14 Delete "or gas"

15

16 Page 34, line 5:

17 Delete "or gas"

IS

19 Page 35, line 30, through page 36, line 9;

20 Delete all material.

21

22 Renum ber the following bill sections accordingly.

23

24 Page 36. lines 14 - 15:

25 Delete all material and insert:

26 "(B) for gas

2 7  (i) recovered from or in association with oil, the value

2 $ ol the gas at the point where it is accurately metered or measured alter

24 separation from the oil; for gas run through a gas processing plant, the

3 0  gross value at the point of production is the full consideration received

3 1  by the producer for the ga.s if sold in an arm's length transaction or. in

L •13-
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1 the absence o f  an arm's length transaction, is the sum  o f  the value of the

2 liquids extracted from the gas at the plant and the value o f t h e  residue

3 gas, less a reasonable allowance for processing the gas at the plant and

4 for transporting the gas to the plant from the prem ises  on which the oil

5 production operation is conducted; and

6 (ii) not recovered from or in association with oil. the

7 value o f  the gas at the point where it is accurately metered or measured

8 or the valu o f  the gas at the point o f  sale, if  any, on the premises of the

9 lease o r  property from which the gas is recovered, w hichever  is the

JO higher value; for gas run through a gas processing plant, the gross value

1 ] at the point of production is the full consideration received by the

12 p roducer for the gas if sold in an arm's length transaction or, in the

13 absence o f  an arm's length i ran sac t io i , is the sum o f  the value of the

14 liquids extracted from the gas at the plant and the value o f  the residue

15 gas, less a reasonable allowance for processing the gas at the plant and

16 for transporting the gas to the plant from the point where it was

17 accurately  metered o r measured;"

18

19 Page 36, lines 22 - 2S:

20 Delete all material.

21

22 R enum ber the following paragraphs accordingly.

23

24 Page 37, lines 27 - 28;

25 Delete all material.

26

27 R enum ber  the following paragraphs accordingly.

28

29 Page 3S, line 8:

30 Delete "(A) for oil,"

31

-l-l-
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2 Page 41, lines 5 - 6:

3 Delete "7 - 10, 12 - 14, 16 - 20, 24 - 34, and 36"

4 Insert "8 - 10 ,1 2  - 14, 16 - 20, 24 - 33, and 35"

5

6 Page 41, lines 9 - 21:

7 Delete all material.

8

9 R enum ber the following bill sections accordingly.

10

11 Page 41, lines 24 - 25:

12 Delete "7 - 10, 12 - 1 4 ,  16 - 19, and 24 - 36"

13 Insert "8 - 10, 12 - 14, 1 6 - 1 9 ,  and  24 - 35"

1

L -10-
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Bullock A  

8/1/06 ^

A M E N D M E N T

O F FE R E D  IN T H E  H O U S E

TO: C S H B  3001 ( ), Draft Version "I"

1 Page 15, line 18, following "expenditures":

2 Insert "made during each April 1 through M arch 31 12-monlh period that exceeded the

3 12-month average expenditures for the two 12-monlh periods im m edia te ly  before April 1,

4  2006, that"

5

6 Page 15, line 19, following "April 1, 2006,":

7 Insert "and"

8

9 Page 15, line 20:

10 Delete  "the sum"

11 Insert "that portion"

12

13 Page 15, line 21, fo llowing "April 1, 2006,":

M Inscit "during each 12-month period multiplied by a fraction in which the numerator is

15 the am ount o f  transitional investment expenditures during that 12-month period and the

16 denom inator is the total expenditures incurred during that 12-monlh period that would he

17 qualified capital expenditures if they were incurred after M arch 31, 2006,"

18

19 Page 15. lines 24 - 25:

20 Delete ", that would be qualified capital expenditures, if they were incurred after

21 March 31, 2006"
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