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FISCAL NOTE
STATE OF ALASKA
2006 LEGISLATIVE SESSION

R evis ion  D ate/T im e (Note if correction): 4 /27/06 3:10 a.m. 
Title An Act relating to the purchase by AHFC-_______

Fiscal Note Number: 1
Bill Version:
(S) Publish Date:

SB 317
4/27/06

Dept. Alfected: 
"RDU

Administration
Stale Owned Facilities

Sponsor
Requester

of an Anchorage Parking Garage Component Facilities
Rules Committee
Governor

Expenditures/Revenues
_  Component No. 

(Thousands o f Dollars)

2429

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 6 Claims 
Miscellaneous

3,700.0 3.700.0 3,700.0 3.700.0 3,700.0

TOTAL OPERATING 0.0 3,700.0 3.700.0 3,700.0 3,700.0 3,700.0

ICAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Menial Health
Other iSeecily Tvpe-Oo no! abbreviate-)

3.700.0 3.700.0 3.700.0 3,700.0 3,700.0

TOTAL 0.0 3,700.0 3,700.0 3,700.0 3,700.0 3,700.0

Estim ate o f any current year (FY2C0G) cost: 0 0
Mark th is  box (X) if fund ing for th is b ill is included in the Governor's FY 2007 budget proposal: 

POSITIONS
Full-time
Pan-time
Tempora-v

ANALYSIS: (Attach a separate paye i l necessary)
The Alaska Housing Finance Corporation will finance, with bond proceeds, the purchase of a parking garage 
in Anchorage which will be leased to the- state to provide parking for the Atwood Office Building. The 
maximjm purchase price* of the parking garage may no! exceed S44.000.000, including the cos! of 
purchasing the facility and issuing the bonds for purcnase. Subject to an annual appropriation, the 
Commissioner of Administration is authorized tc enter into a lease-purchase for the parking garage. Tne 
anticipated total cost of the project is $44,000.000 and t.’K anticipated annual amount of tne rents: obligation 
is S3,700,000 Th's fiscal note represents 'he amount necessary to satisfy the required annual lease 
payment of 53.700.000.

Prepared by. Rcmcna Henderson. Deputy Director___________________________ Pnone 469-[.GST_________
Division General Services   Date/Time 4:27/2006 £ 10 a m

Approved toy Me* ao1 Tipbles. Deputy Comnnssicne*_____________________  Dale 4‘27*2006_______
Agency Administration________________________________________

U w*Mt: Page i of i



Atwood Building Parking 
Center

A L A S K A N S  P R O U D L Y  
S E R V IN G  A L A S K A N S



Atwood Building Currently

Challenges ..

-  Block 80 deal with MOA

-  Previous and current scattered site parking 
arrangement

-  Current agreem ents with expiration dates (MOA, JC 
Penney, Block 70)

-  Increased demand in 2 years from Convention Center



I



Atwood Building Currently

Opportunity

-  Recent acquisition of >2 block 70

-  Ability to consolidate all sp aces  into central facility

-  Ability to leverage other revenue sources

-  Preliminary due diligence work completed by others



Atwood Building Parking Center

• Long Term Solution

-  Parking Facility for up to 830 cars on Block 70

-  Skybridge to Atwood Building

-  Retail facilities at Street Level
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Atwood Building Parking Center
• Requirements

-  AHFC owns Atwood Building

-  MOA to design and construct for fixed price

-  AHFC to issue debt & purchase from MOA

-  DOA to lease from AHFC; State owns at end of lease/debt payoff

-  Same arrangement as Atwood Building

-  DOA builds cost into lease rate charged to agencies

y



Atwood Building Parking Center

• Financial Terms

-  AHFC bonds up to $44 million

-  $3,700,000 annual lease payments (21 years)

-  Debt issued at beginning of construction with 
progress payments thereafter



Atwood Building Parking Center
• Lease Cost Analysis

-  $3,700,000/252,000 SF/12 = $1.22 p/SF

-  Existing Lease Rate $1.30 per SF
-  New Lease Rate $2.52 per SF
-  Market Rate Comparable $2.75 per SF

’ New lease rate does not reflect offsetting 
revenues and savings

//t
V



Atwood Building Parking Center
• Revenues & Savings

-  Existing Parking Cost (280 spaces with MOA; $170,000 p/yr)
-  Future Parking Cost Increases (MOA)
-  Retail Lease Income ($360,000 p/yr est.)
-  Land Sale (Block 102; $4 million est.)
-  Convention Center Cash payment ($2.3 million)
-  After Hours Parking Revenue ($200,000 p/yr est.)

• Total when capitalized $23.5 million
• Revenues & Savings estimated to reduce SF 

cost for Parking Center by half

%



Atwood Building Parking Center
• Summary

-  A current demand exists

-  Future cost and demand impacts are imminent

-  A current opportunity for resolution

-  A sound financial investment

-  No general fund appropriation needed

-  Safety and convenience for visitors and 1000 state employees 
and other tenants



F r a n k  H .  M u r k o w s k i
G o v e r n o r

GOVEf?NORC!?GOV.STATE .AK.US S T A T E  O F  A L A S K A

P .O . BOX I I0OO1 
J u n e a u . A l a s k a  99811-0001 

(907) 465*3500 
F a x  (907) 465*3532 

w w w .g o v .s t a t e .a k .u s

O f f i c e  o f  t h e  g o v e r n o r

J U N E A U

April 27, 2006

The Honorable Ben Stevens 
President of the Senate 
Alaska State Legislature 
State Capitol, Room 111 
Juneau, AK 99801-1182
Dear President Stevens:

Under the authority of art. I l l , sec. 18, of the A laska Constitution, I am 
transm itting a b ill relating to the purchase by the A laska Housing Finance 
Corporation of a parking garage in Anchorage, Alaska; approving the issuance 
of bonds for the purchase of that parking garage; and providing notice of and 
authorizing the commissioner of the Department of Administration to enter into 
a lease-purchase agreement with the Alaska Housing Finance Corporation for 
that parking garage.
This bill would authorize the Alaska Housing Finance Corporation (AHFC) to 
finance, with bond proceeds, the purchase of an up to approximately 830- 
space parking garage to serve the parking needs of the Atwood Building in 
downtown Anchorage. The b ill also would authorize the Department of 
Administration to enter into a lease-purchase agreement with the AHFC for 
that parking garage.

I urge your prompt and favorable action on th is measure.
Sincerely yours

Frank H. Murkowski 
Governor

Enclosure

COMMITTEE COPY

http://www.gov.state.ak.us






DATE: 4/27/06

» ( 
SENATE FINANCE COMMITTEE REPORT

FURTHER:

REPORTED OUT

APR 2 8 2006
SENATE FINANCE COMMITTEE

DATE TURNED 
IN TO OFFICE: _ J ±

Finance Committee considered SENATE BILL NO. 317

SB 317 ANCHORAGE PARKING GARAGE

"An Act relating to the purchase by the Alaska Housing Finance Corporation of a parking garage in 
Anchorage, Alaska and approving the issuance of bonds for the purchase of that parking garage; providing 
notice of, and authorizing the commissioner of the Department of Administration to enter into, a lease- 
purchase agreement with the Alaska Housing Finance Corporation for that parking garage; and providing for 
an effective date."

and recommends:

] be replaced with 

] adopt previous _

] attached amendment(s)

] adopt Letter of Intent by 

] further referral to _____

NEW FISCAL NOTE(S):

CS

CS

Committee

Committee

CS Senate Bill:
[ ] Same Title 
[ j New Title

SCS House Bill:
[ ] Same Title 
[ j Technical Title 

Change 
[ ] New Title w/ 

SCR #____

PREVIOUS FISCAL NOTE(S):

| Department Date Fiscal Ind. Zero FN# II Department Date Fiscal Ind. Zero FN/f

4 04/d, v / /

( ]  A P P R O P R I A T I O N  - n o  f i s c a l  n o t e

SIGNATURE^AND R^CffMMEfJOATIONS:
DO

Pass
Do Not 
Pass

No Rec Amend
. . . . _ .

Si
Cochair: C L a - t u ,  li t / S.
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The Honorable Ben Stevens 
President of the Senate 
Alaska State Legislature 
State Capitol, Room 111 
Juneau, AK 99801-1182
Dear President Stevens:

Under the authority of art. Ill, sec. 18, of the Alaska Constitution, I am 
transm itting a bill relating to the purchase by the Alaska Housing Finance 
Corporation of a parking garage in Anchorage, Alaska; approving the issuance 
of bonds for the purchase of that parking garage; and providing notice of and 
authorizing the commissioner of the Department of Administration to enter into 
a lease-purchase agreement with the Alaska Housing Finance Corporation for 
that parking garage.
This bill would authorize the Alask.' Housing Finance Corporation (AHFC) to 
finance, with bond proceeds, the pure hase of an up to approximately 830- 
space parking garage to serve the parking needs of the Atwood Building in 
downtown Anchorage. The bill also would authorize the Department of 
Administration to enter into a lease-purchase agreement with the AHFC for 
that parking garage.

I urge your prompt and favorable action on this measure.
Sincerely yours,

Frank II. Murkowski 
Governor

Enclosure

F r a n k  H . M u r k o w s k i  

G o v e r n o r

G O V EnN O n& G O V .G TA T C .A K .U S S t a t e  o f  A l a s k a
O f f i c e  o f  t h e  G o v e r n o r  

J u n e a u

April 27, 2006

COMMITTEE COPY
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Atwood Building Parking 
Center

A L A S K A N S  P R O U D L Y  
S E R V IN G  A L A S K A N S

D E P A R T M E N T  OF 
A D M IN I S T R A T IO N



Atwood Building Currently

Challenges

-  Block 80 deal with MOA

-  Previous and current scattered site parking 
arrangement

-  Current agreem ents with expiration dates (MOA, JC 
Penney, Block 70)

-  Increased demand in 2 years from Convention Center
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Atwood Building Currently

Opportunity

-  Recent acquisition of >2 block 70

-  Ability to consolidate all spaces  into central facility

-  Ability to leverage other revenue sources

-  Preliminary due diligence work completed by others



Atwood Building Parking Center

• Long Term Solution

-  Parking Facility for up to 830 cars on Block 70

-  Skybridge to Atwood Building

-  Retail facilities at Street Level
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Atwood Building Parking Center
• Requirements

-  AHFC owns Atwood Building

-  MOA to design and construct for fixed price

-  AriFC to issue debt & purchase from MOA

-  DOA to lease from AHFC; State owns at end of lease/debt payoff

-  Same arrangement as Atwood Building

-  DOA builds cost into lease rate charged to agencies



Atwood Building Parking Center

• Financial Terms

-  AHFC bonds up to $44 million

-  $3,700,000 annual lease payments (21 years)

-  Debt issued at beginning of construction with 
progress payments thereafter



Atwood Building Parking Center
■ Lease Cost Analysis

-  $3,700,000/252,000 SF/12 = $1.22 p/SF

-  Existing Lease Rate $1.3u per SF
-  New Lease Rate $2.52 per SF
-  Market Rate Comparable $2.75 per SF

• New lease rate does not reflect offsetting 
revenues and savings



Atwood Building Parking Center
• Revenues & Savings

-  Existing Parking Cost (280 spaces with MOA; $170,000 p/yr)
-  Future Parking Cost Increases (MOA)
-  Retail Lease Income ($360,000 p/yr est.)
-  Land Sale (Block 102; $4 million est.)
-  Convention Center Cash payment ($2.3 million)
-  After Hours Parking Revenue ($200,000 p/yr est.)

• Total when capitalized $23.5 million
• Revenues & Savings estimated to reduce SF 

cost for Parking Center by half



Atwood Building Parking Center
• Summary

-  A current demand exists

-  Future cost and demand impacts are imminent

-  A current opportunity for resolution

-  A sound financial investment

-  No general fund appropriation needed

-  Safety and convenience for visitors and 1000 state employees 
and other tenants
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The FINANCE Committee considered: CSSB 2001 (FIN)

CS FO R SENATE BILL NO. 2001(FIN) O IL  AND GAS TAX
"A n  Act relating to the production lax on oil and gas and to conservation surcharges on oil; relating to crim inal penalties 
for violating conditions governing access to and use of confidential information relating to the production tax; amending the 
definition of 'gas' as that definition applies in the Alaska Stranded Gas Development Act; making conforming amendments; 
and providing for an effective date."
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FISCAL NOTE
STATE OF ALASKA
20(16 LEG ISLA T IV E  SESSION

Revision Date/Time (Note if correction):______________
Title An Act Relating to the Production Tax on

Fiscal Note Number: 
Bill Version:
() Publish Date:

H C SC SSB  2001 (FIN)

Oil and Gas
Dept. Affected: ____________ Revenue

" P.DU Tax and Treasury______
Component Tax_________________

Sponsor
Requester

Rules Committee
Senate Finance

Expenditures/Revenues

Component No.
(Thousands of Dollars)

2476

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2007 FY 2008 FY 2000 FY 2010 FY 2011 FY 2012
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous (OH office, etc)

875.0 892.5 910.4 928.6 947.1 966.1
I

850.0 587.9 118.2 118.6 121.0 123.4
42.0

53.0 53.0 53.0 53 0 53 0 53 0
TOTAL OPERATING 1,820.0 1.533.4 1,081.G 1.100.2 1.121.1 1.142.5

CAPITAL EXPENDITURES
CHANGE IN REVENUES ( See analysis section ■

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Mate!)
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Specify Typc-Do not abbreviate)

1.820.0 1,533 4 1.081.6 1,100.2 1.121 1 1,1425

TOTAL 1,820.0 1,533.4 1.081.6 1,100.2 1,121.1 1,142.5

Estimate ot an/ curront year (FY200C) cost:
Chock this box (X) it funding for this bill is includod in the Governor's FY 2007 budget proposal: 
POSITIONS _______________
Full-time 10 10 10 10 10 10
Part-time
Temporary

| ANALYSIS: {Attjct, a svpavle f-ojv if nocviia'y)

Relative to Status Quo
This bill would amend the oil and gas production tax by basing the tax on the 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 The net profit would be subject to a 20% tax. less a credit of 20% which applies to capital costs upstream 
of the point of production. Thero would also bo a progressive surcharge based on 0.175% of the difference between 
actual per barrel nel income and $45, applied lo net income. The surchargo would not be considered a deductible lease 
expenditure. There would bo an additional allowance of up to $12 million per company for companies producing less 
than 100.000 barrols of oil equivalent per day, and a lessor amount for companies with production levels between 
50,000 and 100,000 boo pur day. The allowance expires in 201G 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. 2000. rocoverabto at $1 for every $2 in 
capital expend turos. Transition costs cannot bo recovered alter 2013,
I _ ■ -
Prepaid by. Rnbynn Wilson. Michael Willinms. Roour Marks, rind Ctioryl Nmnhuis Phono 269-1019____________
Division Tax Division  Dalo/Timr G'3'05 9 00 AM_______

Approvod by Jerry Buwott Datw 6AV200G
Agoncy Department of Revenue

Page 1 of 3



F ISCAL NO TE

ANALYSIS CONTINUATION

The additional conservation surcharge on oil is increased from 3 cents to 4 cents. The CS. as amended, also includes a 
New Area Development credit of S6M (S500K per month) applicable to production, NOT ANS and NOT Cook Inlet, which 
also has a 10 yr sunset. This should not have an impact on projected revenues.
The bill would be effective April 1. 2006.
The figures in the table below reflect the revenues that would be received from the bill relative to Ihe 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 of Revenue for Prudhoe Bay continues,
The cost assumptions are as follows:
- $100 mm/yr exploration
- S1/bbl on-going capital on all barrels
- 53.50/bbl developmental capital on 2/3 of existing conventional oil
- $8/bbl developmental capital on 2/3 of existing heavy oil
- S3.50/bbl developmental capital on new conventional oil
- S8/bbl developmental capital on new heavy oil
- S3/bbl operating cost on conventional oil
- S5/bbl operating cost on heavy oil
The table shows the 200G-2012 receipts from the bill, sensitive lo different oil prices. These include the Department of 
Revenue forecast, a S40 price, and a $60 price. (Note that the status quo numbers are slightly different from what is 
reflected in the Spring 2006 Revenue Sources Book because of volume adjustments from the oil spill, and because of 
some differences between what some taxpayers actually remit at id what is ultimately expected to be collected.)
Operating expenditures include costs for 8 additional positions for auditors: 1 O & G Specialist (Range 23). 3 O & G 
Revenue Auditor IV (Rango 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 posilions 
(Range 14) to process additional information and tax returns that will be required, and additional credit applications 
anticipated. Personal Services reflect a 2% yearly increase. Contractual expenditures include 5100.000 and $70,000 for 
programming in FY 07 and FY 08, respectively. S400.000 in each of FY 07 and FY 0B for help in writing regulations 
$100,000 in each year for consulting services and an estimate of chargeback costs. Supplies include computers and 
other supplies necessary for new positions. $275,000 in contractual expenditures planned in FY 06 are moved to FY 07 
in this fiscal note.

STATE OF ALASKA  B IL L  NO. HCS CSSB 2001 (FIN)
2006 L EG ISLA T IV E  SESSION

Page 2 of 3



STATE OF ALASKA
2006 L EG IS L A T IV E  SESSION

II1LL NO. HCS CSSB 2001 (FIN)

ANALYSIS CONTINUATION (MILLIONS OF 2005 DOLLARS)

FISCAL NOTE
The revenues provided in the table below do not reflect increased revenues in FY06 
that would result from an effective date o( 4/1/06. At the DOR forecast price ol 558.72, 
the bill would provide approximately S200 million over the status quo system.

Col. Col. Col.
15 16 17

Fiscal DOR Status Quo Tax from Gain from
Year Forecast Tax Bill Bill
2007 553.60 989 1,663 674
2008 546.90 759 1,284 525
2009 525.50 355 261 -93
2010 525.50 315 230 -85
2011 S25.50 281 227 -54
2012 525.50 271 223 -48

Fiscal Medium Status Quo Tax from Gain from
Year Price Tax Bill Bill
2007 S40.00 708 961 253
2008 S40.00 655 935 280
2009 540.00 631 1,004 372
2010 540.00 582 972 391
2011 540.00 544 994 451
2012 540.00 536 1,003 468

Fiscal High Status Quo Tax Irom Gain from
Year Price Tax Bill Bill
2007 S50.00 1,120 1.993 873
2008 560.00 1,032 1,942 910
2009 SC0.00 978 2,035 1,057
2010 560.00 901 1,981 1,080
2011 S60.00 842 2,022 1,179
2012 560.00 831 2.040 1,208

Pago 3 ol 3



FISCAL NOTE
S T A T E  O F  A L A S K A
2006 L E G IS L A T IV E  SESS IO N

Revision Dale/Time (Note if correction):_____________
Title Relating to the production tax on oil and gas

Fiscal Note Number: 
Bill Version:
(S) Publish Date:
Dept. Affected: 
RDU

1
SB 2001
5'20/06
Natural Resources

Resource Development
etc. Component Oil & Gas Development

Sponsor
Requester

Rules by Request of Governor
Governor

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

_  Cumponent No. 
(Thousands of Dollars)

439

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

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
CAPITAL EXPENDITURES

mCHANGE IN REVENUES (
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
Estimate of any current year (FY2006) cost: 0.0
Mark this box (X) if funding for this bill is included in the Governor's FY 2007 budget proposal: 
POSITIONS
Full-time
Pad-time I
Temporary I
ANALYSIS: i Anach a separate pope it necessary)

There is no anticipated fiscal impact lor DNR associated with implementation of this legislation.

Prepared by Bill VanDyke. Acting Director_____________________________  Phone 907-269-8800
Division Oil & Gas___________________________________________  Dote'Tirne 5'19'2006
Approved by Michael Menge. Commissioner____________________________ Date 5/f 9’2006
Agency Nat jral Resource;_____________________________________

I-*--*-: r OKI'. Page  1 of 1



FISCAL NOTE
STATE OF ALASKA
21106 L EG ISLA T IV E  SESSION

Revision Dale/Time (Mole if correction): 
Tille

Fiscal Note Number: 
Bill Version:
(S) Fubl sh Dale

CSSB 2001(FIN)
5/21/06

An Act Relalinri lo the Production Tax on 
Oil and Gas

Dept. Affected ____________ Revenue
RDU Tax and Treasury______
Comporent Tax_________________

Sponsor
Requester

Rules Committee
Senate Finance

Expenditures/Revenues

Comporent No
(Thousands of Dollars)

2476

Note Amounts do not include inflation unless otherwise noted below
OPERATING EXPENDITURES FY 2007 FY 2008 FY:009 FY 2010 FY 2011 FY 2012
Personal Services
T ravel
Contractual
Supplies
Equipment
Land & Slructures
Grants & Claims
Miscellaneous (OH office, elc]

577 6 5892 600 9 613 0 625.2 637.7
I

517 5 487.9 118.2 1186 121.0 123 4
42 0

37.1 37 1 37 1 37 1 37 1 37 1
TOTAL OPERATING 1,174.2 1,114.1 75E.2 768.7 783.3 798.2

CAPITAL EXPENDITURES
CHANGE IN REVENUES I See analysis section ■

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mentat Health
Other (Sneaty Type-Do not abbreviate)

1.174 2 1.114 1 756 2 768 7 763 3 798 2

TOTAL 1.174.2 1.114.1 75E.2 768.7 783.3 798.2

Estimato of any current year (FY2006) cost: ____________
Chock this box (X) if funding for this bill is included in the Governor's FY 200' budget proposal: 
POSITIONS
Full lime 7 7 7 7 7 7
Part-time
Temporary
ANALYSIS: lAttJcfi a separate page ifnpcessayi

Relative to Status Quo
This bill would amend the oil and gas production tax by basing the tax on the net value of the oil and gas The net value 
is the wellhead value (net ol royalty; less all qualified lease expenditures, including capital and operating costs, and 
property taxes The net profit would be- subject to a 22 5% tax less a credit of 20% which applies to capital costs 
upstream of the point of production There would be an additional allowance of up to $12 million per company The 
allowance expires in 2016 In addition as a transition provision, there would be a 20% credit for capital costs incurred 
over the period April 1. 2001 through April 1 200C> recoverable at S1 for every S2 in capital expenditures Transition 
costs cannot be recovered after 2013

Prepared by Dan Dir.kinr.on______________________________    f'tumc 2C9 1019
Division Tn« t~ vision__________________________________  Dati-iTmi'- 5'21 '2 0 0 0  1 4f,PM

Approved by Kevin l a r d e l l __________________________________Dale 5'2 'COOfi_______
Agency OIScc el bit- Governor________________________________________

Page i of 3
VI



F ISC A L  NOTE U 3

ANALYSIS CONTINUATION
The additional conservation surcharge on oil is increased from 3 cents to 4 cents 
The bill would be effective April 1. 2005
The figures in the table below 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 of Revenue for Prudhoe Bay continues.
The cost assumptions are as follows
- S100 mm/yr exploration
- Sl/bbl on-going capital on all barrels
- S3 50/bbl developmental capital on 2/3 of existing conventional oil
- S8/bbl developmental capital on 2/3 of existing heavy oil
- S3.50/bbl developmental capital on new conventional oil
- S8/bbl developmental capital on new heavy oil
- S3fbbl operating cost on conventional oil
- S5/bbl operating cost on heavy oil
The table shows the 2006-2012 receipts from the bill, sensitive to different oil prices These include the Department of 
Revenue forecast, a S40 price, and a S50 price. (Note that the status quo numbers are slightly different from what is 
reflected in the Spring 2005 Revenue Sources Book because of volume adjustments from the oil spill, and because of 
some differences between what some taxpayers actually remit and what is ultimately expected to e collected )
Operating expenditures include costs for 5 additional positions for auditors: 1 O & G Specialist (Range 23), 1 O S G 
Revenue Auditor IV (Range 22). and 3 O 8 G Revenue Auditor III (Range 20). These positions would be used to fulfill 
additional audit responsibilities inherent in a net profits tax, an amendment in the Senate regarding requires additional
stalf. In addition, we request 2 additional Tax positions (Range 14) to process additional information and tax
returns that will be rt , "ted, and additional credit a; plications anticipated Personal Services reflect a 2% yearly 
increase

S T A T E  O F  A L A S K A  H IL L  N O . CSSB 2001(FIN)
2000 L EG IS L A T IV E  SESSION

Contractual expenditures include 5100,000 and SV0.000 for programming in FY 07 and FY 08, respectively, 5300,000 ir 
each of FY 07 and FY OS for help in writing regulations. 5100.000 in each year for consulting services and an estimate o 
chargeback costs Supplies include computers and other supplies necessary for new positions

Page 2 of 3



ANALYSIS CONTINUATION (MILLIONS OF 2005 DOLLARS]

FISCAL NOTE U 3

STATE OF ALASKA H ILL  NO. CSSB 200KFIN)
2(1(16 LEG ISLA T IV E  SESSION

Col. Col Col
15 16 17

Fiscal DOR Status Quo Tax from Gain from
Year Forecast Tax Bill Bill
2007 $53.60 989 1,755 767
2008 $46.90 759 1,340 581
2009 $25 50 355 353 -2
2010 $25 50 315 321 6
2011 $25 50 281 318 35
2012 S25.50 271 313 42

Fiscal Medium Status Quo Tax from Gain from
Year Price Tax Bill Bill
2007 $40.00 708 1,121 413
2008 $40.00 655 1,095 440
2009 $40 00 631 1,164 532
2010 $40.00 582 1,132 551
2011 $40.00 544 1,155 611
2012 S40 00 536 1,163 628

Fiscal High Status Quo Tax from Gain from
Year Price Tax Bill Bill
2007 $50 00 1.120 2,271 1,151
2008 S60 00 1,032 2 217 1,185
2009 $60 00 978 2.279 1.301
2010 $60 00 901 2 231 1 330
2011 $60 00 842 2 272 1 429
2012 $60 00 831 2 292 1 450

Page 3 Ol J



FISCAL NOTE
STATE OF ALASKA

L EG ISLA T IV E  SESSION

Revision Dale/Time (Nole it correction!: 
Tille

Fiscal Nole Number: 
Bill Version:
(S) Publish Dale:

SB 2001
5/20/06

An Acl Relating lo llie Production Tax on 
Oil and Gas

Dept. Affected: ____________ Revenue
RDU Tax and Treasury______
Component Tax_________________

Sponsor
Requester

Rules Committee
Governor

Expenditures/Revenues
Component No.

(Thousands of 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
Conlraclual
Supplies
Equipmenl
Land & Structures
Grants £ Claims
Miscellaneous |OH office, etc)

875.0 892.5 910.4 928.6 947.1 966.1
I525.0 487.9 118.2 118.6 121.0 123.4

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

CAPITAL EXPENDITURES
[CHANGE IN REVENUES ( ) |See analysis section •
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 1.495.0 1.433.4 1.081.6 1.100.2 1.121.1 1.142.5
1005 GF/Program Receipts
1037 GF/Menlal Health
Other (Specify Type-Do no! abbreviate)

TOTAL 1.495.0 1,433.4 1.081.6 1,100.2 1.121.1 1,142.5

Estimate of any current year (FY2006) cost: 275.0
Check this box (X) if fundinq for this bill is included in the Governor's FY 2007 budget proposal: I
POSITIONS
Full-time 10 10 10 10 10 10
Part-time
Temporary
ANALYSIS: i Attach a separate page it necessary)
Relative fo Status Quo
This hill would amend the oil and gas production tax by basing the tax on the not 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 
properly taxes The net income would be subject to a 20% tax, less a credit of 20% which applies to capital costs 
upstream of the point of production There would be an additional allowance of up to $12 million per company The 
allowance expires in 2016 In addition, as a transition provision, there would be a 20% credit for capital costs incurred 
over tne period July 1 2001 through July 1. 2006. recoverable at $1 for every S2 in capital expenditures Transition costs 
cannot be recovered after 2010

PrnppreU by Rcibynn Wilson Michael William' Ruder M.ut.s. arid Cheryl Nn-nhms  Rhone 269-IC'V1
Division Tax Division OaluTimr 5‘20/QC 9 00 AM

Approved by Jerry Burnell   Drib- 5'30'20f>0______
Arpmry Oupnrimenl o* Revenue___________________________ ___________

Page 1 of /.



F ISC A L  N O TE  #2

S I AT 1C OF ALASKA K ILL  NO. SB 2001
2000 L EG IS L A T IV E  SESSION 

ANALYSIS CONTINUATION
The additional conservation surcharge on oil is increased from 3 cents to 4 cents.
The bill would be effective July 1, 200G.
The figures in the table below reflect the revenues that would be received from the bill relative to the status quo under 
various prices. The figures reflect North Slope aclivity; the impact on Cook Inlet is expected lo be modest. The status 
quo assumes the January 2005 ELF aggregation decision by the Department of Revenue for Prudhoe Bay continues.
The cost assumptions are as follows:
- S100 mm/yr exploration
- 51/bbl on-going capital on all barrels
- S3.50/bbl developmental capita! on 2/3 of existing conventional oil
- 58/bbl developmental capital on 2/3 of existing heavy oil
- S3.50/bbl developmental capital on new conventional oil
- S8/bbl developmental capital on new heavy oil
- S3/bbl operating cost on conventional oil
- S5/bbl operating cost on heavy oil
The table shows the 2006-2012 receipts from the bill, sensitive lo different oil prices. These include the Department of 
Revenue forecast, a S40 price, and a S60 price. (Note that the status quo numbers are slightly different from what is 
reflected in the Spring 2006 Revenue Sources Book because of volume adjustments from the oil spill, and because of 
some differences between what some taxpayers actually remit and what is ultimately expected lo be collected.)
Operating expenditures include costs for 5 additional positions for auditors: 1 O & G Specialist (Range 23), I O SG  
Revenue Auditor IV (Range 22), and 3 O & G Revenue Auditor III (Rai je  20) These positions would be used to fulfill 
additional audit responsibilities inherent in a net profits tax. an amendment in the Senate regarding requires additional 
staff. In addition, we request 2 additional Tax Tech III positions (Range 14) to process additional information and tax 
returns that will be required, and additional credit applications anticipated. Personal Services reflect a 2% yearly

Contractual expenditures include S100.000 and 570,000 for programming in FY 07 and FY 08. respectively, S300.000 in 
each of FY 07 and FY 08 for help in writing regulations. 5100.000 in each year for consulting services and an estimate o' 
chargeback costs.. Supplies include computers and other supplies necessary for new positions

increase
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F ISC A L  NOTE tt 2

STATE O F ALASKA
20110 LEG ISLA T IV E  SESSION

B ILL  NO. SB 2001

ANALYSIS CONTINUATION Millions of Dollars

Col. Col. Col.
15 16 17

Fiscal DOR Status Quo Tax from Gain from
Year Forecast Tax Bill Bill
2007 S53.60 989 1,089 700
2008 $46.90 759 1,273 514
2009 $25.50 355 286 -68
2010 S25.50 315 255 -61
2011 $25.50 281 251 -30
2012 525.50 271 247 -25

Fiscal Medium Status Quo Tax from Gain from
Year Price Tax Bill Bill
2007 $40.00 708 926 218
2008 $40.00 655 901 246
2009 S40.00 631 969 338
2010 $40.00 582 938 356
2011 $40.00 544 960 416
2012 $40.00 536 969 433

Fiscal High Status Quo Tax from Gain from
Year Price Tax Bill Bill
2007 $60.00 1.120 i .948 829
2008 $00 00 1.032 1.894 863
2009 560.00 978 1,956 979
2010 $60.00 901 1.908 1.007
2011 $60.00 842 1,949 1,107
2012 $00.00 831 1.969 1,138

P,Y)<’ .1 o l t
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1

C O R R E C T I O N

T o  c o r r e c t  a n  e r r o r  in  th e  s e s s i o n  d e s i g n a t i o n  o n  p a g e  1 

f r o m  S e c o n d  S e s s i o n  to  S e c o n d  S p e c i a l  S e s s io n .

P l e a s e  d i s c a r d :  C S S B  2 0 0 K F I N )

W o r k  O r d e r :  2 4 - C S 2 0 9 4 \ F

a n d  r e p l a c e  it w i th  th is  c o r r e c t e d  v e r s i o n .

C S S B  2 0 0 1  ( F I N )

W o r k  O r d e r :  2 4 - G S 2 0 9 4 \ F

S e n a t e  S e c r e t a r y ' s  O f f i c e  

M a y  2 2 .  2 0 0 6
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5

6
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8
V

]()
I I
12
13
14

15
16
17

18
l»)
20

23
24

( v 1/2006 
(4:30 P.M.)

A M K N 1) M E X T

O F F E R E D  IN T H E  H O U SE

TO: 1 ICS C SSB  2 0 0 I (F IN )  (24-G S20‘M\I W ork Draft)

BY

Page 4. lines 20. fo llowing "in":

Delete "barrels  o f  oil"

Insert "Bui equivalent barrels."

Page 4. line 21:

Delete "equivalent."

Insert "F or  purposes o f  this subsection, "B tu  equivalent barrel"  m eans (1) in the case o f  

oil. one  barrel: (2) in the case oi gas. the am ount o f  gas that has an energy content o f  

6 .000.000 British therm al units."

Page 6. line 5, following "allow ed to":

Delete "carry  forward to a  later period”

Insert "use  for a d ifferent m on th"

Page 6. line 7. lotlowing " i f a n y ." :

Delete "a re"

Insert " is"

Page 6. line S. following 'considered"

Insert " the am ount o f

Page (*. line lK following “( i f :

I >elete " o f  

Insert "o r”



THE
FOLLOWING

DOCUMENT(S)
ARE
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1  ,

Page 6. line 10. fo llowing “ levied": /  . • (

1  ;

Delete “ under" 

Insert “by"
J  H J3 ' ■ < '

i f
I  5

I
Page 6. line 15, fo llowing “am ount o l": i

1
Delete “ the"

1
i

1
Page 6. line 18. following "m ay  be":

1  10
Delete "carried forward to a later period"

1 Insert "used  lo r  a different month"

1

I
Page 6. line 19. following “person.": i

1
Delete “and"

I
Insert “o r"

1  16

1
Page 6. line 23, following “department":

1
Delete “and be consistent with the regulations adopted"

1  19
j 20 Page 6, line 24:

21 Delete “ under A S 43.55.160(c)(4)"

22

23 Page 6. line 31. through page 7. line I :

24 Delete all material

25

26 Page 14, lines 9-10:

27 Delete all material

| 28

29 Page 14. line 11:

30

31

Delete “(2 )"

I

2



I
2
a
4

5

6
7

8
9

10
11

12

13

14

13
16
17

18
19
20

21

23

24

25
26

•>7

28

29

30

31

Page 14, line 14:

Delete " (A ,,l 

Insert **( 1)”

Page 14. line 15:

Delete “ (B)”

Insert *‘(2)“

Page 14. line 18:

Deli te "(i)*‘

Insert “ ( A f

Page 14. line 2 . :

Delete " ( i i f  

Insert ••(B)”

Page 22. line 12. following “costs a re“ : 

Delete "direel**

Insert “ lease expenditures,'*

Page 22, lines 13-14:

Delete all material

Page 23, line 17. following "gas**:

Insert ".**

Page 25. line 2. following "production*’: 

Insert "in barrels o f  oil equivalent”

Page 25. line 5. following "production": 

Insert " in  barrels o f  oil equivalent"



2 Page 25. line 8. following "abandonm ent: ' ':

3 Delete all material

4

5 Page 25. line 9:
6 Delete "feet o f  gas is considered to be equivalent to one barrel o f  oil;"

7

8 Page 25. line 14. following "to  a":

9 Delete "gravel pad"

I () Insert "pad. platform, or other structure

II

12 Page 31, line 29. following "read:":

13 Insert the following material:

14 “ (17) “ barrel o f  oil equivalent"  means

15 (A) in the case o f  oil. one barrel:

16 (B) in the case o f  gas. 6.000 cubic feet"

17

18 Page 31. line 30:

19 Delete "(17)'*

2 0  Insert " (18 )”

21

22 Page 32. line 1:

23 Delete "(18)"

24 Insert “(19)"

25

26 Page 32, line 3:

27 Delete "(19)"

28  Insert “ (20)"

29

30  Page 32. line 12:

31 Delete “(20)“

4



1 Insert “ (2 I f

2
3 Page 32. line 17:

4 Delete “(21)“

5 Insert “ (22)"

6
7 Page 32. line 28:

8 Delete “(22)"

9 Insert “ (23)"

10

11 Page 33, line 4:

12 Delete “(23)"

13 Insert “ (24)"

14 Page 33. line 6:

15 Delete “ (24)”

16 Insert “ (25)"

17

18 Page 35. line 13. following “ law":

19 Delete “ that was not"

20  Insert “ . that exceeds the am ount"

21

22 Page 35. line 14. following "begins” , through line 15:

23 Delete all material

24  Insert "af ter  the last payment under ( I > o f  this subsection is due."

25

26  Page 36. line 4:

27  Delete "w a s  not"

2 8  Insert "exceeds the am ount"

26

30  Page 36. line 4. fo llowing "begins", through line 5:

31 Delete all material



Insert “after the last payment under (1) o f  this subsection is clue."

6



A M i: N 1) M I'. N T

O F F E R E D  IN TH E H O U S E  B Y . (Ik
TO: H CS CSSB 2001 (FIN) (24-GS2094M W ork Draft)

1 P a g e  5, l ine  30:

2 D e le te  "o il  a n d "

*5J
4 P a g e  6, l i n e l :

5 D e le te  “ oil o r ’'

6
7 P a g e  6, l ine  3. fo l lo w in g  “ th a t” :

8 D e le te  "o il  or*’

9

10 P a g e  6 , l in e  3. fo l lo w in g  " a l lo c a te d  to ” :

11 Delete “ oil and”

12

13 P a g e  6 . l in e  7:

14 D e le te  "o il  a n d "

15

16 P a g e  6. l in e  25:

17 D e le te  “ oil a n d ”

18

19 P a g e  20 . l ine  30 . fo l lo w in g  “ ( I )" th ro u g h  p a g e  21. l ine  5:

20  D e le te  all m a te r ia l

21 Insert  "o il  a n d  g as  p ro d u c e d  d u r in g  a m o n th  from  a lease  o r  p ro p e r ty  in the  s ta te

22 that in c lu d e s  land  no r th  o f  6 8  d e g re e s  N o r th  la t i tu d e  is the  g ro ss  v a lu e  at the  po in t

= *  6

J 6/2/2006
3:45 P.M.)



1 o f  p ro d u c t io n  o f  th e  oil an d  g a s  ta x a b le  u n d e r  A S  4 3 . 5 5 . 0 1 1(e) a n d  (g) an d

2 p ro d u c e d  b y  th e  p ro d u c e r  f rom  th a t  lease  o r  p ro p e r ty ,  less  th e  p r o d u c e r ' s  lea se

3 e x p e n d i tu re s  fo r  the  m o n th  a p p l ic a b le  to  th a t  oil an d  gas .  as  a d ju s te d  u n d e r  (e)  o f

4  this se c t io n ;  (2 )  oil and  g as  p ro d u c e d  d u r in g  a m o n th  f ro m  a lea se  o r  p ro p e r ty  in

5 the s ta le  o u t s id e  th e  C o o k  Inlet s e d im e n ta ry  bas in  a n d  so u th  o f  68  d e g re e s  n o r th

6 la t itude  is the  g r o s s  v a lu e  at th e  p o in t  o f  p ro d u c t io n  o f  th e  oil a n d  g a s  ta x a b le

7 u n d e r  A S  4 3 . 5 5 . 0 1 1(e) a n d  (g) and  p ro d u c e d  by  the p r o d u c e r  f rom  th a t  lease  o r

8 p roper ty ,  less  th e  p r o d u c e r 's  lease  e x p e n d i tu re s  fo r  the  m o n th  a p p l ic a b le  to  tha t  oil

9 and  gas. as  a d ju s te d  u n d e r  (e)  o f  th is  se c t io n :  (3) o i l”

10

11 P a g e  2 1 ,  l ine  10:

12 Delete “(3 ) ’’

13 Insert  “ (4 )"

14

15 P a g e  23 . l ine  13. f o l lo w in g  “ (4 )"  th ro u g h  line  19:
16 D e le te  all m a te r ia l

17 Insert  “ the  le a se  e x p e n d i tu re s  that  a re  a p p l ic a b le  to  oil o r  g a s  p r o d u c e d  from  a

18 lease  o r  p ro p e r ty  sha ll  be  d e te rm in e d  u n d e r  r e g u la t io n s  a d o p te d  by  th e  d e p a r tm e n t

19 that p r o v id e  fo r  r e a s o n a b le  m e th o d s  o f  a l lo c a t in g  c o s ts  b e tw e e n  oil a n d  g a s  an d

20  a m o n g  lea se s  o r  p ro p e r t ie s ;”

21

22 P a g e  28 . line  6. f o l lo w in g  " t a x " :

23 D e le te  “ c r e d i t "

24 Inser t  “ c r e d i t s ”

25

26 P a g e  28. line 6. follow ing  “ (a )"

2 7  Inser t  the  fo l lo w in g  m ate r ia l :

28  " F o r  a m o n th  fo r  w h ic h  a p r o d u c e r 's  tax  l iab il i ty  u n d e r  A S  4 3 .5 5 .0 1 1(e) on  oil and

29  g a s  p ro d u c e d  f ro m  leases  o r  p ro p e r t ie s  o u ts id e  the  C o o k  Inlet s e d im e n ta ry  basin



1 and  so u th  o f  68  d e g re e s  N orth  la t i tude  e x c e e d s  z e ro  b e fo re  a p p l ic a t io n  o f  a n y

2 c red i ts  u n d e r  th is  c h a p te r ,  a p ro d u c e r  that is q u a l i f ie d  u n d e r  (e)  o f  th is  sec t io n  m ay

3 app ly  a tax  c red i t  a g a in s t  that l iab il i ty  o f  u p  to  $ 5 0 0 ,0 0 0 .

4  (b )  A  p ro d u c e r  m a y  no t tak e  a tax  c red i t  u n d e r  (a)  o f  th is  s e c t io n  for a n y

5 m o n th  tha t  e n d s  the  la ter  o f

6 (1 )  A pr i l  30 .  2 0 1 6 ;  o r

7 (2 )  th e  10th  a n n iv e r s a ry  o f  the  last d a y  o f  the  m o n th  fo r  w h ic h  the

8 p ro d u c e r  first h as  c o m m e rc ia l  oil o r  g a s  p ro d u c t io n  b e fo re  M a y  1. 2 0 1 6 .  from  at

9 least o n e  lease  o r  p ro p e r ty  in the  s ta te  o u ts id e  the  C o o k  Inlet s e d im e n ta ry  b as in

10 and  so u th  o f  68  d e g re e s  N o r th  la t itude , i f  th e  p ro d u c e r  d id  not h a v e  c o m m e rc ia l  oil

11 o r  gas  p ro d u c t io n  from  a lease  o r  p ro p e r ty  in the  s la te  o u ts id e  the  C o o k  Inlet

12 s e d im e n ta ry  b a s in  a n d  so u th  o f  68  d e g re e s  N o r th  la t itude  b e fo re  A pril  1. 2006 .

13 ( c ) ”

14

15 P a g e  28 . l ine  8. fo l lo w in g  " c re d i t s  u n d e r  th is" :

16 D e le te  " c h a p te r . "

17 Insert " c h a p te r  o th e r  than  a c red i t  u n d e r  (a)  o f  th is  sec t io n ,  bill a f te r  a p p l ic a t io n  o f

18 any  c red i t  1 '  ) ' s  s e c t io n ."

19

20  P a g e  28  line 8. fo l lo w in g  " , '!'* 1 V ":

21 D e le te  " (c ) "

22 Insert "(e)”

23

24 P a g e  28 . line 20:

25 D e le te  " (b " )

26  Insert " ( d ) ”

27

28 P a g e  28 . line 20 . fo l lo w in g  " u n d e r" :

29  In se r t  " ( c )  o f*

•s1

16331831

13073869



2 P a g e  2 8 .  l ine  24 . f o l lo w in g  ' ‘p r o d u c t io n ” :

3 In se r t  " b e f o r e  M a y  1, 2 0 1 6 ,”

4

5 P a g e  28 , l ine  27:

6 D e le te  “ (c )”

7 Insert  “ ( e ) ”

8
9 P a g e  29 . l ine  3. fo l lo w in g  " c r e d i t ” :

10 D e le te  "p rov  is ion  o f  ( a ) ”

1 1 Inser t  “ p ro v is io n s  o f  (a)  o r  (c )”

12

13 P a g e  29 . fo l lo w in g  l ine  3:

14 Inser t  th e  fo l lo w in g  m ate ria l:

15 "(0  A  tax  c re d i t  a u th o r iz e d  by  (a)  o f  th is  sec t io n  m a y  no t be a p p l ie d  to

16 re d u c e  a  p r o d u c e r 's  tax  liab il i ty  for a n y  m o n th  u n d e r  A S  4 3 .5 5 .0 1 1(e) on  oil an d

17 gas  p r o d u c e d  from  leases  or p ro p e r t ie s  o u ts id e  the  C o o k  In le t  s e d im e n ta ry  basin

18 a n d  so u th  o f  6 8  d e g re e s  N o r th  la t i tu d e  be low  zero . A n  u n u se d  p o r t io n  o f  a tax

19 c re d i t  a u th o r iz e d  by  (a)  o f  th is  se c t io n  tha t  c o u ld  o therw  ise  b e  a p p l ie d  fo r  a m o n th

20 but w h o s e  a p p l ic a t io n  w o u ld  c a u s e  the  p r o d u c e r 's  tax  l iab il i ty  for th e  m o n th  on  oil

21 an d  g a s  p ro d u c e d  from  leases  o r  p ro p e r t ie s  o u ts id e  the  C o o k  Inlet s e d im e n ta ry

22 b a s in  a n d  s o u th  o f  68  d e g re e s  N o r th  la t i tu d e  to  be  less  th an  z e ro  m a y  be  ap p lie d

23 for o n e  o r  m o re  o th e r  m o n th s  in the  s a m e  c a le n d a r  y e a r  to  the  e x ten t  o th e rw is e

24  a l lo w e d  u n d e r  th is  s e c t io n .”

25

26  P a g e  29 . l ine  4 :

27  D e le te  " ( d ) "

2 8  Insert " ( g f

29

4



1 P ag e  29. line  4 . f o l lo w in g  “ b y ’

2 Inser t  “ (c )  o f ’

j
4 P a g e  29 , l ine  10:

5 D e le te  “ ( e ) ”

6 I n s e r t “ (h )”
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A M E N D M E N T

O F FE R E D  IN TH E H O U SE BY C J l t  I'v ( la  It__
TO: HCS CSSB 2 0 0 ] (FIN) (24-G S2094\l Work Draft as page 4, line 21 w as amended

on June  1)

Page 4. line 18. following “AS 43.55.160." through line 19:

Delete all material 

Insert "divided by"

Page 4. line 21. following “ thermal units.” :

Insert “ The production tax value is calculated (1) using the monthly average o f  the 

p roducer’s costs o f  transportation for the calendar year, as provided by AS 4 3 .5 5 .160(i). 

and (2) .substituting for the m o n th 's  lease expenditures 1/12 o f  the adjusted lease 

expenditures for the calendar year, as provided by AS 43.55.160(f)."

Page 13. line 10. following “ (A)” :

Delete “o n e - h a l f  

Insert “ 1/10"

Page 13. line 13. following " ( B f :

Delete "1 /24"

Insert "1 /120“

Page 19. line 1. following “adding":

Delete “a new subsection"

Insert “new subsections"

> 7

Page 19. following line 5:

1



1 Insert the following material:

2 “(f) For purposes o f  AS 43.05.260(a). the statement required to be filed on or

3 before M arch 31 o f  a year is considered to be the return for the tax imposed by

4 AS 43 .5 5 .0 1 1(e) -  (g) for oil and gas produced  each month o f  the preceding calendar

5 year.”

6
7 Page 22. line 11, following “ interest,":

S Delete “are the”

9 Insert ■'that are”

10
1 1 Page 27, following line 23:

12 Insert the following material:

13 “(i) Notwithstanding any contrary  provision o f  AS 43.55.150. for purposes o f  (a)

14 o f  this section, i f  the price index determ ined under AS 43 .55 .011(h) is greater than zero

15 for any m onth  during a calendar year, the gross value at the point o f  production o f  the oil

16 and gas taxable under AS 43 .5 5 .0 1 1(e) and (g) must be calculated for every month o f  that

17 calendar vear under regulations adopted by the department that provide for using a

1S monthly average o f  the producer’s costs o f  transportation for the ca lendar year."

19
20  Page 27. line 24:

21 Delete “ (i)”

22  Insert “ (j)"

24 Page 27, line 29:

25 Delete “ (j)"

26  Insert "(k )"



Transitional Investment Credit 
Effect o f Amendment 
source: Dept, o f Revenue 
6/2/2006

Current Language in .024(j)(2)

yearly investment past years 3 5

lookback period 5

total Transitional Investment Expenditures (TIE) 175
credit rate 2 0 %
TIE credit available A 3 5

current investment 7 0

one-half of current capital investments b 3 5

2 for 1 means that 100% of the TIE credit is recoupable in one year lessor of a  or b  3 5

Effect of Amendment

yearly investment past years 3 5

lookback period 5

total Transitional Investment Expenditures (TIE) [ 7 5 "
credit rate 2 0 %
TIE credit available c 3 5 "

current investment 7 0

one-tenth of current capital investments d 7

2 for 1 means that TIE can be recouped in five years consistent with intent lesser of c or 0  7



o 5
24-GS2094M.5

Bullock
6/1/06

A M E N  I) M E N !

OFFERED IN THE MOUSE BY REPRESENTATIVE KELLY

TO: HCS CSSB 2001 (FIN). Draft Version "I"

1 Page 4. line 9:

2 Delete ".175 percent"

3 Insert ".25 percent"

4

5 Page 4, line 16:

6 Delete "45"

7 Insert "35"

L -I-



A M EN D M EN T

O F F E R E D  IN THE HOUSE BY R E PR E S E N T A T IV E  KELLY

TO: HC S CSSB 2001 < I IN)

Page 11, line 12 

Insert:

" ( 0  Under standards established in regulations adopted In  the departm ent and subject to 
availability o f  taxes paid under this chapter, the department m ay issue a cash refund for 
the full value o f  a transferable tax credit certificate acquired and held by the Alaska 
Retirement M anagem ent Board.*’

Re-letter accordingly

V -

EXP I A N A T R )N
• This am endm ent allows but does not require the Department ol Revenue to issue 

a cash refund for a transferable tax credit certificate held by the ARM  Board.
I egislation enabling the ARM  Board to purchase transferable t.ix credits will be 
introduced next session. If the department is not given this authority  in the P P l  
bill, the PP l legislation would have to be re-opened to permit the small producers 
the opportunity to use this additional buyer o f  transferable tax credits. It is 
anticipated that the future ARM  Board legislation will establish a percent 
purchase level that will serve to set a floor loi sale o f  transferable credits

• If the A R M  Board has the ability to puichasc the lax credits for a set am ount and
redeem them from the Department of Revenue, it could significantly im prove the
ra te  o f  return on the portfolio and reduce the S ta te ’s long term unfunded liability

• This am endm ent will also be beneficial to new and small producers since 
dispersal o f  the funds through the ARM  Board would  no t require an 
appropriation At certain limes in the year the funds could get t*> the producers on 
a shortened time frame



CCajA ^  V
A M  K N D M E N T

O F FE R E D  IN THE H O U SE BY R E PR ESEN TA TIV E ^
TO: HCS CSSB 2001 (FIN); Version I

Page 10. line 14. following “ month":

Insert “so long as it is applied within 10 years after the credit was first claimed"

Page 10, line 31.

Delete “"does not expire"

Insert “ is valid for 10 years  after the date the certificate is issued"

Page 11, line 3:

Delete “ (a) ( c f  

Insert " ( a ) -  (d)"

Page 11, line IS. following “ i f ;

Insert " the certificate is still valid and"



A M  E N D M E N T

O F FE R E D  IN TH E H O USE BY R E P R E S E N T A T IV E
TO: HCS CSSB 2001(FIN); Version I

P age  22, line 5 th ro u g h  page  23, line  8:

Delete all m a te r ia l  a n d  insert:

(c) For purposes o f  this section,

(1) a producer’s lease expenditures lor a period arc the ordinary  and necessary 

costs upstream o f  the point o f  production o f  oil and gas that are incurred on or after 

April 1. 2006, by the producer  during the period and that are direct costs o f  exploring 

for. develoning, or producing oil or gas deposits located within the producer's leases 

or properties in the state or, in the case o f  land in which the producer  does not own a 

working interest, arc the direct costs o f  exploring for oil o r  gas deposits  located

>• ithin o ther land in the state;

(2) the departm ent shall adopt regulations establishing the list o f  allowable 

lease expenditures; in developing the regulations, the department m ay  consider

(A) typical industry practices and standards in the state that determine 

the costs that an operator is allowed to bill a w ork ing  interest owner that is not 

the operator, under unit operating agreem ents or s im ilar operating agreements 

that w ere in effect on or before December 1. 2005. and w ere subject to 

negotiation with at least one  w orking interest ow ner w ith substantial 

bargaining power, other than the operator; and

(B) standards adopted by the Department o f  Natural Resources that 

determ ine the costs, o ther than interest, that a lessee is allowed to deduct from 

icvcnuc in calculating net profits  under a lease issued under AS

38.t>5.18(1(0(3 KB I. (D). or (If);

(3> the department may authorize a producer, including a producer that is an 

operator, to treat as its lease expenditures under this section the costs paid by the 

producer that are billed to the producer by an operator in accordance w ith the terms o f  

a unit operating agreement or similar operating agreement i f  the department finds that



(A) the pertinent provisions o f  the operating agreement arc consistent 

with the department regulations and standards otherwise applicable under this 

subsection; and

(13) at least one working interest ow ner party to the agreement, other 

than the operator, has substantial incentive and ability to effectively audit 

billings under the agreement;

R enum ber following subsections accordingly.
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H O U S E  CS F O R  CS F O R  S E N A T E  B IL L  NO. 2001 (F IN )

IN THE LEGISLATURE OF THE STATE OF ALASKA

TW ENTY-FOURTH LEGISLATURE - SECOND SPECIAL SESSION

BY THE HOUSE FINANCE COMMITTEE

Offered:
Referred:

Spoiisor(s): SENATE RULES COMMITTEE in ’ REQUEST OF THE GOVERNOR

A B IL L  

F O R  A N  A C T  E N T IT L E D  

1 || " A n  A ct r e la t in g  to th e  p ro d u c tio n  tax  on  oil a n d  g as  a n d  to c o n se rv a t io n  s u rc h a rg e s  on 

oil; r e l a t in g  to c r im in a l  penalt ies  fo r  v io la ting  co n d it io n s  g o v e rn in g  access  to a n d  use o f

3 || c o n f id e n tia l  in fo rm a t io n  re la t ing  lo the  p r o d u c t io n  tax; a m e n d in g  th e  de fin i t ion  o f 'g a s '

4 || a s  th a t  d e f in i t io n  app lies  in the  A la sk a  S t r a n d e d  G as  D ev e lo p m en t  A ct;  m ak ing  

.'i ll c o n fo rm in g  a m e n d m e n t s :  an d  p ro v id in g  f o r  a n  effective d a te ."

B E  I T  E N A C T E D  BY T I IE  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

*  S e c t io n  1. T h e  uncod ified  law  o f the State o f A la sk a  is am ended by adding a new section 

lo read :

L E G I S L A T I V E  IN T E N T , (a ) It is the intent o f the leg islature through sec. 11 o f this 

A c t to co n firm  b y  c la rifica tio n  the long-standing interpretation ol A S  43.55.(120(11 by the 

D epartm ent o f  R even u e .

(b ) It is the intent >1 the leg islature that the d iv is io n  or other unit o f the Departm ent of 

En v iro n m e n ta l C o n se rva tio n  assigned re sp o n s ib ility  fo r adm in istration  o f the program * under

• 1- IK ’S CSSB 2O0UFIN)
SVv Tnx: Under I  -ntfd (P i'lLTED  T.S’.VT IIMCKBTUD)



AS 46.08 that are principally supported by the conservation surcharges on oil levied under 

AS 43.55.201 - 43.55.299 and 43.55.300 - 43.55.310

(1) reduce program costs, including personnel costs, as necessary to operate 

within the revenue anticipated to be generated by those surcharges, in the amounts of those 

surcharges as amended by secs. 26 and 28 o f  this Act; and

(2) request appropriations for exceptional program  needs and expansions 

beyond what can be provided from the estimated amounts collected from those surcharges 

from alternative funding sources.

* Sec. 2. AS 43.05.230(f) is amended to read:

(f) A wilful violation o f  the provisions o f  this section o r  o f  a  condition 

im posed  u n d e r  AS 43.55.040(1 )(B) is punishable by a fine o f  not more than $5,000, 

or by imprisonment for not more than two years, or by both.

* Sec. 3. AS 43.20.031(c) is amended to read;

(c) In computing the tax under this chapter, the taxpayer is not entitled to 

deduct any taxes based on or m easured by net income. T h e  t a x p a y e r  m ay  deduc t  the  

tax  levied a n d  paid  u n d e r  A S 43.55.

* Sec. 4 . AS 43.20.072(b) is am ended to read:

(b) A taxpayer's business income to be apportioned under this section to the 

state shall be the federal taxable income o f  the taxpayer's consolidated  business for the 

tax period, except that

(1) taxes based on o r  measured by net incom e that arc deducted in the 

determination o f  the federal taxable income shall be added back: th e  lax levied an d  

p a id  u n d e r  AS 43.55 m ay  not he a d d e d  hack:

(2) intangible drilling and developm ent costs that are deducted as 

expenses under 26 I ’.S.C. 263(c) (Internal Revenue Code) in the determination of the 

federal taxable income shall be capitalized and depreciated as if the option to treat 

them  as expenses under 26 C.S .C. 263(c) (Internal R evenue C ode) had not been 
exercised;

(3) depletion deducted  on the percentage depletion basis under 26 

I '.S .C . 613 (I Hemal Rev enue C ode) in the determination o f  the federal taxable income 

shall be r c c o n p u tcd  and deducted oil the cost depletion basis under 26 I'.S.C. 612

WORK D R A FT  WORK D R A FT  24-GS2094VI
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(Internal Revenue Code):: and

(4) depreciation shall be computed on the basis of 26 U.S.C. 167 

(Internal Revenue Code) as that section read on June 30, 1981.

* Sec. 5. AS 43.55.01 1 is amended by adding new subsections to read:

(e) There is levied on the producer of oil or gas a tax for all oil and gas 

produced each month from each lease or property in the state, less any oil and gas the 

ownership or right to which is exempt from taxation or constitutes a landowner's 

royalty interest. Except as otherwise provided under (i) and (j) o f  this section, the tax 

is equal to 20 percent of the production tax value o f  the taxable oil and gas as 

calculated under AS 43.55.160.

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

produced each m onth from each lease or property in the state the ownership or right to 

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

or right to which is exem pt from taxation. The provisions o f  this subsection apply to a 

landowner's royalty interest as follows:

(1) the rate o f  tax levied on oil is equal to five percent o f  the gross 

value at the point o f  production of the oil;

(2) the rate o f  tav levied on gas is equal to 1.667 percent o f  the gross 

value at the point o f  production o f  the gas; j

(3) if the department determines that, for purposes o f  reducing the 

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

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

producer's royalty obligation, other than a deduction under AS 43.55.020(d) of the 

amount of a tax paid,

(A) notwithstanding (1) of this subsection, the tax is equal to

(i) for oil that is produced  from a lease or property in 

the Cook Jnlct sedimentary basin, five percent of the gross \a lu c  at the 

point o f  production of the oil:

(ii) for oil. except oil described in (i.i of  this 

subparagraph, 20 percent of the gross value at the point of production 

o f  the oil; and

■3*
New T ex t U n d e r lin e d  [DELETED TEXT 11 RACKETED I
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1 (B) notwithstanding (2) o f  this subsection, for gas the tax is

2 equal to 11.25 percent of the gross value at the point of production o f  the gas.

3 (g) In addition to the taxes levied under (e) and (f) o f  this section, during each

4 month for which the price index determined under (h) of this section is greater than

5 zero, there is levied on the producer o f  oil or  gas a tax for all oil and gas produced

6 during that m onth from each lease o r  property in the state, less any oil and gas the

7 ow nersh ip  or right to which is exem pt from taxation or constitutes a landowner's

8 royalty interest. Except as otherwise provided under (i) and (j) o f  this section, the tax

9 |  levied under this subsection is equal to .175 percent o f  the production tax value of the

10 taxable oil and gas as calculated under AS 43.55.160, multiplied by the price index

11 determ ined under (h) of this section. H ow ever, application of this subsection may not,

12 when added  to the tax levied under (e) o f  this section, impose a tax levy o f  more than

13 50 percent o f  the production tax value of taxable  oil and gas as calculated under

14 AS 43.55.160.

15 (h ) For purposes o f  (g) o f  this section, the price index for a month is calculated

16 by subtracting 45 from the num ber that is equal to the quotient o f  the production tax

17 value o f  the taxable oil and gas produced during that month, as calculated under

IS AS 43 .55 .160 , substituting for that month's adjusted lease expenditures 1/12 of the

19 adjusted lease expenditures for the calendar y e a r  that includes that month, divided by

20 the am ount o f  the taxable oil and gas produced during that m onth , in barrels o f  oil

21 equivalent.

22 (i) F o r  a month that ends before April 1, 2021, the total tax levied by (e) and

23 (g) o f  this section on gas produced from a lease or property in the Cook Inlet

24 sedim entary  basin m ay not exceed

25 (1) for a lease or property that first com m enced com m ercial production.

2o of gas before  April 1. 2006. the product obtained by multiplying ( A ) the amount of gas

27 produced  during that month from the lease or property, times <B) the average rate of

28 tax that was imposed under this chapter rn gas produced from the lease or property for

29 the 12-month period ending on M arch 3 . .  2006. limes (C) the average prevailing value

30 for gas delivered in the Cook Inlet arc i for the 12-month period ending March 31,

31 2006, as determ ined by the department w ide. AS 43.55.02Q(fy

WORK D R A FT  WORK D R A FT  24-GS2094U

I HCS CSSB 2001(FIN) -4-
Kcw T ex t V n d o t l i t lo d  'D&LETEO T EX T  BRACKETED]



WORK D R A FT

(2) for a lease or properly that first com m ences com m ercial produclio

WORK D RAFT 24-GS2094

o f  gas after March 31, 2006. the product obtained by m ultiplying (A) the amount o f  

gas produced during that month from the lease or property, times (B) the average rate 

o f  tax that was imposed under this chapter on 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 March 31, 2006, as determined by the 

departm ent under AS 43.55.020(f). X

(j) For a month that ends before April 1, 2021, the total tax levied by (c) and 

(g) o f  this section on oil produced from a lease or property in the Cook Inlet 

sedim entary basin m ay not exceed

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

produced during that month from the lease or property, times (B) the average rate o f  

tax that was imposed under this chapter on oil produced from the lease or property for 

the 12-month period ending on M arch  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 oy the departm ent under AS 43 .55 .020(0 ;

o f  oil after M arch 31, 2006, the product obtained by m ultiplying (A) the amount o f  oil 

p roduced  during that month from the lease or property, times (B) the average rate o f  

tax that was imposed under this chapter on oil produced from all leases or properties in 

the Cook Inlet scd im entan  basin for the 12-month period ending on M arch 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 43 .55 .020(0 .

(ki Notwithstanding any contrary p ros ' on o f  AS 3K.o5.18U(ii. AS 41.09.010, 

A S  43.20.043, AS 43.55.024. 43.55.025. or 43.55.170. tax credits under

A S 38 .05 ,180(i). AS 41.09.010. AS 43.20.043. AS 43.5 4, 13.55.025. and

43.55 .170  that are allocated lo oil and gas produced from leases or properties in the 

Cook Inlet sedimentary h„sin and that are available to be applied against a tax levied

(1) for a lease or property that first com m enced  com m ercial production

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

IIC S  CSS!! 2(1111(1'IN ) |
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by (e) o f  this section on oil or gas produced from leases or properties in the Cook Inlet 

1 'I sedimentary basin during a m onth may be applied only against the tax levied by (e) o f

3 || this section on that oil or gas. The amount by which the tax credits allocated to oil and

4 || gas produced from leases or properties in the Cook Inlet sedimentary basin and that

? II the producer would otherwise be allowed tc^carry forward to a later period or transfer

6 II to another person that exceeds the amount o f  tax credits w hose application would

7 || reduce the tax levied by (e) o f  this section on that oil and gas to zero, 4£-any, are

8 || considered excess tax credits and the excess tax credits are subject to the following: \ |
S ' 1 '9 II (1) for each lease or property for which a limitation under (i) of,(j) o f

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

11 II the producer's tax below  the amount o f  tax that would be levied in the absence o f  that

12 || limitation, the producer shall calculate the amount o f  that reduction;

13 II (2) the producer shall calculate the total o f  the reductions calculated

14 || under (1) o f  this subsection for all affected leases or properties;

15 II (3) the producer shall reduce the am ount o f  the excess tax credits by

16 || the total calculated under (2) o f  this subsection, but not to less than zero;

17 || (4) any amount o f  excess tax credits rem ain ing  after reduction under

18 || (3) o f  this subsection m ay be carried forward to a later period, transferred to another

19 || person, and applied against a tax levied on oil or gas produced from a lease or property

20 || located anywhere in the state to the extent otherwise a llow ed under applicable law 

governing the tax credits.

(/) Allocation o f  credits under (k) o f  this section  shall be m ade under 

regulations adopted by the department and be consistent with the regulations adopted 

under AS 43.55.16 0 (c ) (4 ) that prov ide for reasonable m ethods  o f  allocating tax credits 

to oil ana gas produced front leases or properties in the C ook  inlet seuimentary basin.

The method o f  a llocating tax credits available under A S  43.55 .170  shall be based on 

the num ber o f  barrels o f  oil equivalent produced from a lease or propertx

t in t I he departm ent shall h\ regulation establish sampling, testing, and 

averaging methods for determining the energy content o f  a producer's gas produced 

during a month.

(n) In this section, "barrel o f  oil equivalent" m eans  ( I )  in the case oil. one

23

24

25
26 

**7 

28

29

30
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barrel; (2) in the case of gas, 6,000 cubic feet.

* Sec. 6. AS 43.55.017(a) is amended 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 slate or any o f  its municipalities, and neither the 

state nor a municipality  may impose a tax on [UPON]

(1) producing oil o r  gas leases;

(2) oil or gas produced o r  extracted  in the state;

(3) the value o f  intangible drilling and d e v e lo p m e n 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  Code), as a m e n d e d  th rough  

J a n u a r y  1. 1974 [EXPLORA TION EX PEN SES].

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

(a) Ninety-five percent of the total tax levied by AS 43 .5 5 .0 1 1(e) - (g), net of 

any credits applied under this chapter, is due on the last day of each ca lendar montn on 

oil and gas produced from each lease or property during the preceding month. The 

rem aining portion of the tax levied by AS 4 3 .5 5 .0 '  !(c) - (g), net o f  any credits applied 

under this chapter, is due on March 31 o f  the year following the calendar year during 

which the oil and gas were produced. An unpaid am ount of tax that is not paid when 

due in accordance  with this subsection becom es delinquent. An overpaym ent o f  tax 

with respect to a month may be applied against the tax due for any later month. 

Notwithstanding any contrary provision o f  AS 43.05.280, interest on an overpayment 

is allowed only from a date that is 90 days after  the later o f  ( I )  the M arch 31 described 

in this subsection, or (2i the dale that the statement required under AS 43.55.030(a) 

and (c) to be filed on or before that March 31 is filed. Interest is not allowed if the 

overpaym ent was refunded within the 90-day period.

* Sec. 8. AS 43 .55.020(b) is amended to read:

(bl The production tax on oil a n d  [OR] gas shall be paid In or on behalf o f  the 

producer.

* See. 9. AS 43.55.02U(d» is amended to read:

(dl In making settlement with the royalty ow ner fo r  oil a n d  »as that is 

tax a b le  u n d e r  AS 43 .55 .011, the producer m ay  deduct the amount ol the tax paid on 

tax a b le  royalty nil and  [OR] gas. or may deduct tax a b le  royalty oil or gas equivalent
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in value at the time the tax becomes due to the amount of the tax paid. Unless 

o th e rw ise  agreed  between the  p r o d u c e r  a n d  the royalty  ow n er ,  the  a m o u n t  o f  the 

tax  pa id  u n d e r  AS 43.55.011(e) a n d  (g) on taxab le  royalty  oil a n d  gas fo r  a m onth , 

o th e r  th an  oil a n d  gas the  o w n e rsh ip  o r  r igh t to w hich cons ti tu tes  a la n d o w n e r 's  

ro y a l ty  in te res t ,  is considered  to he the  gross va lue  a t  the  p o in t  o f  p ro d u c t io n  of 

th e  ta x a b le  royalty  oil a n d  gas p ro d u c e d  d u r in g  the m on th  m ult ip l ied  hv a figure 

t h a t  is a  quo tien t,  in which

(1) the  n u m e r a to r  is the p ro d u c e r 's  total tax  liability  u n d e r  

AS 4 3 .55 .011(e) an d  fg) for the  m o n th  of p ro d u c t io n :  an d

(2) the  d e n o m in a to r  is the  total g ross  va lue  a t  the  point of 

p ro d u c t io n  of the  oil an d  gas tax a b le  t in d e r  AS 43.55.011(e) a n d  (g) p ro d u ce d  hv 

th e  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  m o n th .

* Sec. 10. AS 43.55.020(e) is repealed arid reenacted to read:

(e) Gas flared, released, or allowed to escape in excess o f  the amount 

authorized by the Alaska Oil and Gas Conservation Com mission is considered, for the 

purpose o f  AS 43.55.011 - 43.55. ISO, as gas produced from a lease or property. Oil or 

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

oil o r  gas, or for rcprcssuring, except to the extent determined by the Alaska Oil and 

Gas Conservation Commission to be waste, is not considered, for the purpose of 

AS 43.55.011 - 43.55. ISO, as oil or gas produced from a lease or property.

* Sec. 11. AS 43 .55 .020(0  is amended to read:

(f) II oil o r  gas is p ro d u ce d  h u t  not sold, o r  if oil o r  gas is p roduced  and 

sold under circumstances where the sale price does not represent the prevailing value 

for oil o r  gas of like kind, character, or quality in the field or area from which the 

product is produced, the department m ay require the tax to be paid  upon the basis of 

the value o f  oil or gas of the same kind, quality, and character prevailing fo r  that fli id 

o r  a r e a  during the ea 'ctular month o f  production o r  sale [FOR T H A T  FIFLD OR 

AREAJ.

* Sec. 12. AS 43.55 is amended by adding a new section to read;

producer  or explorer may take a lax credit for a qualified capital expenditure as
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follows:

(1) notwithstanding that a qualified capital expenditure may be a 

deductible lease expenditure for purposes o f  calculating the production lax value of oil 

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

AS 38.05. ISO(i), AS 41.09.010, AS 43.20.043, or AS 43.55.025,

(A) a producer or explorer that incurs a qualified capital 

expenditure m ay  also elect to take a tax credit against a tax due under 

AS 43 .55 .011(e) in the amount o f  20 percent o f  that expenditure;

(B) for a calendar year for which the producer makes a 

substitution under AS 43.55.160(f), instead o f  taking a tax credit at a rate 

authorized by (A) of this paragraph as to each separate qualified capital 

expenditure after it has been incuried, a p roducer  that incurs a qualified capital 

expenditure during that year and that wishes to apply  a credit based on that 

expenditure against a tax due under AS 4 3 .5 5 .0 1 1(e) shall calculate and apply 

every month an annualized tax credit in an am ount equal to 1 2/3 percent of the 

total qualified capital expenditures incurred during that year and for which the 

tax credit is taken for that year;

(2) a producer or explorer mav take a credit for a qualified capital 

expenditure incurred in connection with geological o r  geophysical exploration or in 

connection with an exploration well only if the pri aucer or explorer provides to the 

department, as pan  o f  the statement required under AS 43.55.030(a) for the month for 

which the credit is sought to be taken, the producer's o r exp lorer’s written agreement

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

days after completion o f  the geological or geophysical data processing or 

completion o f  the well, or within 30 da>s after the statement is filed, whichever 

is the latest, of the date o f  completion and to submit a report to that department 

describing the processing sequence and provide a list of data sets availab le

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

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

identified in (A) o f  this paragraph:

(C) that, notwithstanding an> provision of AS 38. the
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Department of Natural Resources shall hold confidential the information 

provided to that department under this paragraph for 10 years fo llow ing  the 

completion date, after which the department shall publicly release the 

information after 30 days 'public  notice. T  ., f  .

(b) A producer or explorer may elect to take a tax credit in the am ount o f  20 

percent o f  a carried-forward annual loss. A credit under this subsection m ay  be applied 

against a tax due under AS 43 .55 .011(e). For purpose.1 of this subsection , a carried- 

forward annual loss is the amount o f  a producer's or explorer’s ad justed  lease 

expenditures under AS 43.55.160 for a previous calendar year that was not deductible 

in any month under AS 43.55.160(a) and (b).

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

a person's tax liability under AS 4 3 .55 .011(e) for any month below zero, and any 

unused credit or  portion of a credit not used undei this subsection m ay  be applied in a 

later month.

(d) Except as limited by (j) 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 department for a transferable tax credit certificate. An application under 

this subsection must be on a form prescribed by the department and m ust include 

supporting information and documentation that the department reasonably  requires. 

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

amount than that claimed and deny it as to the excess, not later than 60 days after the 

latest o f  (1) M arch 31 of the year following the calendar year in which the qualified 

capital expenditure  or carried-forward annual loss for which the credit is c la im ed was 

incurred; (2) if the applicant is required under AS 43.55.030(a) and (c) to file a 

statement on or before March 31 o f  the year following the calendar year in which the 

qualified capital expenditures or carncd-forw ard  annual loss for which the credit is 

c laimed was incurred, the date the statement was filed: or (3) the date the application 

was received by the department. If. based 011 the information then available to it. the 

department is reasonably satisfied that the applicant is entitled to a credit, the 

department shall issue the applicant a transferable tax credit certificate for the amount 

of the credit. A certificate issued under tins subsection does not expire.
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(c) A person to which a transferable tax credit certificate is issued under (d) of 

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

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

notwithstanding any action the department may lake with respect to the applicant 

under (g) o f  this section, the owner o f  a certificate may apply the credit o r  a portion of 

the credit shown on the certificate only against a tax due under AS 43 .55 .011(e). 

H ow evei, a credit shown on a transferable tax credit certificate m ay not be applied to 

reduce a transferee's total tax due under AS 43 .55 .011(e) on oil and gas produced 

during a calendar year lo less than SO percent o f  the tax that would otherwise be due 

w ithout applying that credit. A ny portion o f  a cmdit not used under this subsection 

m ay be applied in a later period.

(f) Under standards established in regulations adopted bj the department and 

subject to appropriations m ade by law. the department, on the written application of 

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

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

AS 4 3 .5 5 .0 1 1(c) is not m ore than 50,000 barrels o f  oil equivalent a day for the 

preceding  calendar year, shall issue u cash refund, in whole or in part, for the 

certificate if the department finds

(1) after investigation and audit o f  the tax credit claim by the 

department, that the applicant is entitled to the credit to the extent o f  the refund 

am ount:

(2) within 24 m onths after having applied for tne transferable tax credit 

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

successful bidder on a bid submitted for a lease on state land under AS 3 8 ,05 .180(f):

(3) that the amount o f  the relLnd would not exceed the total of 

qualified capital expenditures and successful bids described in (2) o f  this subsection 

that have not been the subject of a finding made under this paragraph for purposes of a 

previous refund;

(4) that the applicant docs not have an outstanding liability to the state | 

for unpaid  delinquent taxes under this title: and

(5) that the sum o f  the amount o f  the refund applied tor and amounts
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previously refunded to the applicant during the calendar year under this subsection 

would not exceed $25,000.000.

(g) The issuance o f  a transferable lax credit certificate under (d) o f  this section 

docs not limit the department's ability to later audit a tax credit claim to which the 

certificate relates or to adjust the claim if  the department determines that the applicant 

was not entitled to the amount of the credit for which the certificate was issued, The 

tax liability of the applicant under AS 43 .55 .011(e) and 43.55.017 - 43.55.180 is 

increased by the amount o f  the credit that exceeds that to which the applicant was 

entitled, or the applicant's available valid outstanding credits applicable against the tax 

levied by AS 43 .55 .011(e) are reduced by that amount. If the applicant's tax liability is 

increased under this subsection, the increase bears interest under AS 43.05.225 from 

the date the transferable tax credit certificate was issued. For purposes o f  this 

subsection, an applicant that is an explorer is considered a producer subject to the tax 

levied by AS 43 .55 .011(e).

(h) The department may adopt regulations lo carry out the purposes o f  this 

section, including prescribing reporting, record keeping, and certification procedures 

and requirements to verify the accuracy of credits c laimed and to ensure that a credit is 

not used more than once, and otherwise implementing this section.

(i) A person m ay not elect to take a tax credit under (a) or (j) o f  ini*- section for 

an expenditure incurred to acquire an asset (1) the cost o f  previously acquiring which 

was a lease expenditure  under AS 43.55.160(c) o r  would have been a lease 

expenditure under AS 43.55.160(c) if it had been incurred on or after A pnl I, 2006: or

(2) that has previously been placed in service in the state. An expenditure lo acquire an 

asset is not excluded under this subsection if not more than an immaterial portion of 

the asset meets a description under (1) or (2> v)f this subsection. For purposes of this 

subsection, "asset" includes geological, geophysical, and well data and interpretations.

(j i For the purposes o f  this section.

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

the stun ol the expenditures the producer or explorer incurred on or after April I. 

2001, and before April I, 2006, that would be qualified capital expenditures if  they 

were incurred on or after  April 1. 2006, less the sum  o f  the payments or credits the

' CSSli 200KFIN) -12-
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producer or explorer received before April 1, 2006, for (lie sule or other transfer of 

assets, including geological, geophysical, or  well data or interpretations, acquired by 

the producer or explorer as a result o f  expenditures the producer or explorer incurred 

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

incurred on or after April 1, 2006;

(2) a producer or explorer m ay elect to take a tax credit against a tax

due under AS 4 3 .55 .011(e) in the amount o f  20 percent o f  the producer's o r explorer's 

transitional investment expenditures, but only to the extent that the amount does not 

exceed

expenditures that arc incurred during the month for which the credit is taken, if 

the producer o r explorer does not make a substitution under AS 43.55.160(F);

expenditures that are incurred during the calendar year that includes the month 

for which the credit is taken, if the producer or explorer makes a substitution 

under AS 43 .55 .160(f);

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

investment expenditure

(A) for any month that ends the later of

(i) April 30, 2013; or

(ii) the seventh anniversary of the last day o f  the month 

for which the producer first applies a credit under this subsection 

against a tax due under AS 43 .5 5 .0 1 1(e), it the producer did not have 

comm ercial production of oil or gas from a lease or property in the state 

before April 1. 2006;

(B) more than once; or

(C) if a credit for that expenditure was taken under

(4» notwithstanding (di, (c). and (g) of litis section, a producer or 

explorer may not transfer a tax credit or obtain a transferable tax credit certificate for a 

transitional investment expenditure.

(A) onedtalf o f the producer's o r  explorer’s qualified capital

(B) 1/24 of the producer's or explorer's qualified capital
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