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SENhiE FINANCE COMMITTEE REPOKT

DATE: 3/25/08 FURTHER:

DATE TURNED
IN TO OFFICE:

Finance Committee considered SENATE BILL NO. 303

SB 303 SANITATION AND WATER GRANTS
"An Act relating to certain grants awarded by the Department of Environmental Conservation."
and recommends:

SENATE BILL:

[ 1T bereplaced with [ ]SCSor[ ]CS [ ] Same Title
[ ] New Title

[ 1] adopt previous [ ]SCSor[ ]JCS

HOUSE BILL:
[ ] Same Title

[ 1 attached amendment(s) . .
[ ] Technical Title

[ 1] adopt Letter of Intent Chang.e
[ ] New Title w/
[ 1 further referral to Committee SCR#____
NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):
Department Fiscal Indet. Department Fiscal
[ 1 APPROPRIATION - no fiscal note
PRINTED DO Do Not
No R A d
SIGNATURES AND RECOMMENDATIONS LAST NAME PASS Pass 0 Rec men
a !k -

y tA /f



FISCAL NOTE

STATE OF ALASKA Fiscal Nole Number: 1
2008 LEGISLATIVE SESSIOIN Bill Version: 3B303
(S) Publish Dale: 3/25/08
Identifier (file name): SB303-DEC-FC-03-21-08 Dept. Affected: Depaitment of Environmental Conservation
Title An Act relating to certain grants awarded by DEC R D U Division of Water
Component Facilities Construclioi
Sponsor Senate Rules Committee
Requester Resources. Finance Component Number 637
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
Appropriation
Required Information
OPERATING EXPENDITURES FY 2009 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013 FY 2014
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 0.0
CAPI'i. L EXPENDITURES 3,720.8 0.0 0.0 0.0 0.0 0.0
CHANGE iN REVENUES (GF 1004 ) 3,720.8 0.0 0.0 0.0 0.0 0.0
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other Interagency Receipts
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2008) cost:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate pace it r.ecessarv)

Capital expenditures are based on the assumption that the bill will only affect grants made beginning in FY2009 and
later, and will not affect grants made prior to FY2009. The FY2009 capital cost projection is based on the increased
costs to the state associated with providing 70% of project costs, instead of 50% of project costs, for projects in
communities with populations between 5,000 and 10,000 included in FY2009 capital budget bills HB311 and SB221.

Detailed information about FY2009 projects and increased costs to the state are included on the next page

Prepared by: Lynn J. Tomich Kent. Director Phone 907-263-7599
Division Water Dato/Time 3/21/08 3 51 PM

Dato 3/21/2008

Approved by: Dan Easton
Department of Environmental Conservation

'Rr.,Mdiina?<ttroui» Page 1of 2



STATE OF ALASKA
2008 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

FY2009 Projects

Homer Waler Treatment Plant Upgrade

Kenai New Water Transmission Main Phase Il Wellhouse
Kodiak Aleutian Homes Water & Sewer Replacement Ph 4
Kodiak Ultraviolet Secondary Water Treatment Facility
Palmer Steel Water Main Replacement Phase 6

Palmer Wastewater Treatment Plant Improvements Design
Palmer Southwest Utility Extension Phase Il

Wasilla Mission Hills Water Extension

FY 2009 Total

FISCAL NOTE U1

Current 50/50 Project
Cost Sharing

State
51.236,000
5698,625
51.297,800
$2.060.000
51.369.793
$148.781
S1.766.605
5724,500
$9.302,104

Local
S1.236.000
$698.625
51.297,800
52.060.000
51.369.793
5148,781
51,766,605
5724.500
$9,302,104

MLL NO. sB 303

Proposed 70/30 Difference Between
Project Cost Sharing 50/50 and 70/30 Project

State Local State Local
51,730.400 5741.600 5494,400 +5494,400
5978,075 $419.175 5279.450 -5279,450
51.816.920 5778,680 5519,120 -$519.120
52.884,000 51,236,000 5824,000 +5824.000
51.917,710 5821.876 5547,917 -5547,917
5208,293 $69.269 $59.512 -559,512
S2,473,247  51.059,963 $705.642 -5706,642
51.014,300 5434,700 $289.800 -5289,800
$13,022,946 $5,581,262 $3,720,842 -$3,720,842

Pago 2 of 2



LEGAL SERVICES
DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY
(907) 465-3867 or 405-2450 STATE OF ALASKA State Capitol
Juneau, Alaska 99801-1182

FAX (907) 465-2029
Mail Stop 3101 Deliveries to: 129 6th St., Rm. 329

MEMQUANINHUM February 7, 2008

SUBJECT: Determination of certain grant amounts awarded by the

Department of Environmental Conservation
(Work Order No. 25-LS1445\A)

TO: Senator Lyda Green
Attn: Ginger Blaisdell

FROM: Alphcus Bullard
Legislative Counsel

Tliis memorandum accompanies the draft bill you requested.

Ginger Blaisdell of your office had asked if the formula employed in determining what
percentage ol a municipal water quality enhancement, water supply, sewage, or solid
waste project's cost could be met by a grant made by the Department of Environmental
Conservation under AS 46.03.030(e)1was found elsewhere in the Alaska statutes.

Under AS 46.03.030(e)(2) the percentage of a municipal project's costs eligible for a
grant is based on community population size. For a community with a population of (1)
1.000 persons or less, a grant is not to exceed 85 percent of a project's eligible costs, (2)
1.001 to 5,000 persons, a grant is not to exceed 70 percent of a project's eligible costs,
and (3) 5,000 persons or more, a grant is not lo exceed 50 percent of a project's eligible
costs (unless the project relates to certain solid waste processing or disposal systems, in

1AS 46.03.030(e) provides in relevant part,

fa] grant under [AS 46.03.030] to a municipality for a project funded by
an appropriation made by the legislature ... may not exceed

(A) 85 percent of the eligible costs for a municipality with a
population of 1,000 persons or less;

(B) 70 percent of the Jigible costs for a municipality with a
population of 1,001 to 5,000 persons; and

(C) 50 percent of the eligible costs for a municipality with a
population greater than 5,000 persons; however, if a municipality with a
population greater than 5,000 persons seeks a grant for a project that
relates to a solid waste processing or disposal system that incorporates
resource recovery, the department may provide a grant for up to 60
percent of the eligible costs of the project.



Senator Lyda Green
February 7, 2008
Page 2

which ease the Department of Environmental Conservation may provide a grant for up to
60 percent of the project's eligible costs).

While community population size is a factor in the determination of other grants, the 85,
70, 50/60 percent formula for communities of 1,000 or fewer, 1,001 to 5,000, and 5,000

or more persons is unique to AS 46.03.030.

Changing what percentage of project costs are eligible for a grant under AS 46.03.030
does not necessitate conforming changes elsewhere in the Alaska statutes.

If you have any questions, please do not hesitate to contact me.
ALB:Imb
08-016.1mb

Enclosure



Community

Anchorage
Juneau
Fairbanks
Sitka
Ketchikan
Kenal
Wasilla
Kodiak
Bethel
Palmer
Homer
Valdez
Barrow
Unalaska
Unalaska
Soldotna
Nome
Petersburg
Kotzebue
Seward
Dillingham
Cordova
Wrangell
North Pole
Houston
Hooper Bay
Cralg
Delta Junction
Chevak
Sand Point
Selawik
Hoonah
King Cove
Emmonak
Mountain Village
Togiak
Klawock
Akutan
Point Hope
Unalakleet
Kwethluk
Savoonga
Alakanu
umhaﬁak
ambe
Noorvik
Galena
Shishmaref
Stebbins
Kollik
Toksook Bay

Popu

282 813

8,833
1622

598

Unified Home Rule Municipality
Unified Home Rule Municipality
Home Rule %
Unified Home Rule Municipality
Home Rule City
Home Rule City
1st Class Clé/
Home Rule Cily
2nd Class City
Home Rule Clty
1st Class Clg
Home Rule Ci
1st Class City
1st Class Clty
1st Class City
1st Class City
1st Class CI%/
Home Rule Ci
2nd Class City
Home Rule C|
1st Class Clg
Home Rule Ci
Home Rule C|
Home Rule Clty
2nd Class City
2nd Class City
1st Class Cit
2nd Class Ci
2nd Class City
1st Class Cit
2nd Class Ci
1st Class Cily
1st Class Cit
2nd Class Cily
2nd Class City
2nd Class City
1st Class Cit
2nd Class Ci
2nd Class Cily
2nd Class City
2nd Class City
2nd Class City
2nd Class City
2nd Class City
2nd Class City
2nd Class Cily
1st Class Cll
2nd Class Ci
2nd Class City
2nd Class City
2nd Class City
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Shaktoolik
Port Lions
Holy Cross
Nunam lqua
Nunam lqua
Kalta
NoncJalton
Ouzinkie
OIdearbor

o)
raylin
Nevghalgen
Coffman Cove
Golovin
Adak
Wales
Deering
Kobuk
Shageluk
Saint George
Whilljer
Ekwok
Diomede
Eagle
Tenakee Springs
Pelican
Cliuathbaluk
Nikolai
Allakaket
nrsen Bay
Anvik

Por Helden

e

Clark's Poinl

H_ugth _

Pilot Point

Port Alexander

Kasaan

Tnlse Pass

Akhiok

Platinum

Kupreanof
Bellies

25

2nd Class City
2nd Class City
2nd Class City
2nd Class Cily
2nd Class Cily
2nd Class City
2nd Class Cily
2nd Class Cily
2nd Class City
2nd Class City
2nd Class City
2nd Class City
2nd Class City
2nd Class Cily
2nd Class City
2nd Class City
2nd Class City
2nd Class City
2nd Class Cily
2nd Class Cily
2nd Class City
2nd Class City
2nd Class City
2nd Class City
2nd Class City
1st Class Cit

2nd Class Ci

2nd Class Cily
2nd Class City
2nd Class City
2nd Class Cily
2nd Class Cily
2nd Class Cily
2nd Class City
2nd Class City
2nd Class Cily
2nd Class Cily
2nd Class City
2nd Class City
2nd Class Cily
2nd Class Cily
2nd Class Cily
2nd Class Cily
2nd Class City
2nd Class City
2nd Class Cily
2nd Class City



A 1 a s k a State L egislatur.e

SESSION ADDRESS INTERIM ADDRESS
112Mill Bay Road

Alaska Stale Capital /
Juneau, AK 1-1/S2 Kodiak, AK 99615
907) 165495 E90 486-4975

ax (907) 465-3617 ax (907) 486-5264

Senator Gary Stevens
Senate Rules Chair

SPONSOR STATENMENT - SB 303

“Ali Act relating to certaingrants awarded by the Department o fEnvironmental
Conservation. ”

A population criterion that determines water quality project reimbursement rates was last
reviewed in 1994. Since that time project costs have skyrocketed and create an undue hardship
or. cities with population levels close to 5,000. The combination of rising construction costs and
increased water and sewer improvement needs has created a financial hardship on the citizens of

Alaska’s middle-sized municipalities.

As small municipalities continue to invest in economic development and community growth, the
cost of improved water and sewer are a detriment to those considering moving to those
communities. Cities with populations slightly above 5,000 must pay the additional 20% from
their budgets meaning that the tax rates must be increased significantly to a few households, or
other services may be passed over to accommodate for basic water and sewer needs.

Current law allows 85% state reimbursement for water / sewer projects for municipalities with a
population of 1,000 or less. Municipalities with populations from 1,001 to 5,000 are eligible for
70% state reimbursement. And municipalities with 5,001 or higher are eligible for 50% state

reimbursement.

There are eight municipalities that are impacted by the population limits set at 5,000: Sitka
8,833, Ketchikan 7,622, Kenai 6,864. Wasilla 6,775, Kodiak 5,937, Bethel 5,812, Palmer 5,574,

and llomer 5,454. Municipalities with populations greater than 10,000 jump lo municipalities
with more than 30,000 and include Juneau. Fairbanks and Anchorage.

Increasing the limit for the 1,001 to 5,000 population to be 1,001 to 10,000 would help eight
municipalities to afford waler and sewer projects.
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Ginger Blaisdell

From: Easton, Dan (DEC) [dan.easton@alaska.gov]
Sent: Wednesday, February 06, 2008 4:33 PM

To: Ginger Blaisdell

Cc: Griffith, Bill (DEC sponsored)

Subject: FW: here comes the request 1warned you about

Attachments: Senator Green Report.xls

Ginger —1 hope the attached spreadsheet and the below e-mail from Bill Griffith answer your
questions.

I woidd only add to Bill's response to question 2. that funds are almost always quickly obligated

through grant agreements and rarely (ifever) lapse, though it can be a number ofyears before
they are completely expended. As Bill explains, that's because the projects take years to complete
and funds are disbursed as costs are incurred over the duration of the construction project.

Please let inc know ifyou have other questions or if we can help. —Dan.

From: Griffith, Bill (DEC sponsoied)

Sent: Wednesday, February 06, 2008 2:23 PM

To: Kent, Lynn JT (DEC)

Cc: Easton, Dan (DEC)

Subject: RE: here comes the request | warned you about

Lynn - I've attached a spreadsheet showing the projects that woidd potentially be affected by the
change being discussed.

In addition, these are our initial responses to the questions posed by Ginger:

1. What, if any, programmatic impacts would this population change create?
- Assuming this change was applied only to projects funded in Y09 and later, there would be
no programmatic impacts. Projects are administered the same way, regardless of the percentage

of local matching funds.

- If the change was applied retroactively to projects originally funded in FYOQ7 or

FYOS, complications woidd be created. Existing grant agreements would require
amendments; accounting and funding adjustments would need to be made; and we would need to

figure out how to deal with cities and projects that have already been substantially completed
under the original match ratio and grant agreement.

2. Was all state funding expended in FYOQO7 for water/sewer projects? Have wc typically

lapsed/carried forward funds for this program?

- State fi ding for FY07 (and FYOS) has been partially expended. For projects that had designs
in place, or where designs were completed quickly, some or all of the funding lias been expended.
In other cases, the design is still in progress, and little or no funding has been expended. These
capital projects typically require 1- 5 years to complete, so funding is almost always expended

over several fiscal years.
Please let me know Ifthere are any additional questions.
Bill

2/8/2008


mailto:dan.easton@alaska.gov
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From: Ginger Blaisdell [mailto:Ginger_Blaisdell@legis.state.ak.us]
Sent: Tuesday, February 05, 2008 11:27 AM

To: Easton, Dan (DEC)
Subject: here comes the request | warned you about

We are looking at the state/local match rates for water/sewer project funding population breakout listed in AS 46.03.030 (e).

What would the funding impact be for ranked projects for FY07 and FY08 for communities in the 1,001-5,000 population if the
population criteria were changed to 1,001 -10,000 population?

W hi" if any programmatic impacts would this population change create?

Was all state funding expended in FYQ7 for water/sewer projects? Have we typically lapsed/carried forward funds for this
program?

Please call if you have any questions - 465-5038.
Ginger

2/8/2008


mailto:Ginger_Blaisdell@legis.state.ak.us

Senator Green Report

=Y 2007 Projects

Homer
Ketchikan
Palmer
Sitka

Water Treatment Plant Upgrades

Tongass Avenue Water and Sewer Phase 3
Steel Water Main Replacement Phase 5
Kimsham Landfill Closure

SFY 2007 Total

SFY 2008 Projects

Homer
Kenai
Ketchikan
Kodiak
Palmer
Sitka
Sitka
Sitka
Wasilla

Water Treatment Plant Upgrade Phase 3

Water Treatment Plant Upgrades Phase 3

Disinfection By-Products Reduction Project

Aleutian Homes Water and Sewer Replacement, Phase 2
Water Main Replacement, Phase 5

Cove Lift Station Replacement

Japonski Island Submarine Water Crossing

Water Distribution System Improvements

Garden Terrace Water Main Extension, Phase 2

SFY 2008 Total

SFY 2009 Projects

Homer
Kenai

Kodiak
Kodiak
Palmer
Palmer
Palmer
Wasilla

Water Treatment Plant Upgrade

New Water Transmission Main Phase Il Wellhouse
Aleutian Homes Water and Sewer Replacement, Phase 4
Ultraviolet Secondary Water Treatment Facility

Steel Water Main Replacement Phase 6

Wastewater Treatment Plant Improvements Design
Southwest Utility Extension Phase |l

Mission Hills Water Extension

SFY 2009 Total

Current 50/50 Project
Cost Sharing

State
$1,062,727
$1,884,179
51,016,964
$1,220,356
$5,184,226

$1,310,160
$648,945
$3,347,500
$1,525,400
51,035,000
$155,300
$776,300
$466,785
$1,376,100
$10,641,490

$1,236,000
$698,625
51,297,800
$2,060,000
$1,369,793
$148,781
$1,766,605
$724,500
59,302,104

Local
$1,062,727
$1,884,179
$1,016,964
$1,220,356
$5,184,226

$1,310,160
5648.945
$3,347,500
$1,525,400
$1,035,000
$155,300
$776,300
$466,785
$1,376,100
10,641,490

$1,236,000
$698,625
$1,297,800
$2,060,000
$1,369,793
5148,781
$1,766,605
$724,500
$9,302,104

Proposed 70/30 Project
Cost Sharing

State
$1,487,818
$2,637,851
$1,423,750
$1,708,498
$7,257,916

$1,834,224
3908,523
$4,686,500
$2,135,560
$1,449,000
$217,420
$1,086,820
$653,499
$1,926,540
514,898,086

$1,730,400
$978,075
S1.816.920
$2,884,000
$1,917,710
$208,293
52,473,247
$1.014,300
$13,022,946

Local
$637,636
$1,130,507
$610,178
$732,214
53,110,536

$786,096
$389,367
$2,008,500
$915,240
$621,000
$93,180
$465,780
$280,071
$825,660
$6,384,894

$741,600
$419,175
$778,680
$1.236.000
$821,876
$89,269
$1,059,963
$434,700
$5,581,262

Difference Between 50/50
and 70/30 Project Sharing

State
$425,091
$753,672
$406,786
$488,142
$2,073,690

$524,064
$259,578
$1,339,000
$610,160
$414,000
$62,120
$310,520
5186,714
$550,440
S4,256,596

$494,400
$279,450
$519,120
$824,000
$547,917
$59,512
$706,642
$289,800
$3,720,842

Local
-$425,091
-$753,672
-$406,786
-5488,142
-52,073,690

-$524,064
-S259.578
-$1,339,000
-$610,160
-S414.000
-$62,120
-5310,520
-$186,714
-$550,440
-$4,256,596

-$494,400
-$279,450
-$519,120
-5824,000
-5547,917
-$59,512
-5706,642
-$289,800
-$3,720,842
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217 Second Street, Suite 200 - Juneau. Alaska 99801
Tel (907) 586-1325 + Fax (907) 463-5480 * wwvAakml.org

March 21, 2008

Senator Charlie Huggins, Chair
Senate Resources Committee
Room 119

State Capitol

Juneau, Alaska

RE: SB 303 - An Act relating to certain grants awarded by the Department of
Environmental Conservation

Dear Senator Huggins,

The Alaska Municipal League would like to go on record as being in favor of SB
303. Without passage of this bill, many municipalities will be negatively
impacted. Communities that are growing will find themselves supporting
Infrastructure and utilities that supply more and more people, yet are eligible for
less grant money from ADEC.

This bill's passage would positively Impact Bethel, Palmer, Homer, Kenai,
Ketchikan, Kodiak, the North Slope Borough, the Northwest Arctic Borough,
Sitka, and Wasilla. There are afew communities that are right on the cusp of
having thoir population reach over 5,000 people and those communities will be
positively impacted soon; Valdez, Unalaska and Barrow.

We think It Is important that cities that thrive and grow their economy be eligible
for grant funds In an amount (hat allow them to provide for tho additional people
added to their population.

Thank you for the privilege of commenting on this bill.

Sincerely,

Kathio Wasserman
Executive Director

Member of the National League of Cities and the National Association of Countlos









ACES Bill Version

Subject PPT

Intent, Savings

Saving
Surpluses

Information
Sharing

Conforming
Amendment*
Auditors

Conforming
Amendments

Information
Disclosure

Information
Sharing

Tax
Assessment
Statute of
Limitations

Production Tax AS 43755.011(0), Sets tho
production tax rato at 22.0%

Distributed by Department ot Revenue

Comparisons

CS Hooeu BM 2001 (0*0)
Deleted.

Act* |
Sec. 1. Confirmation of DOR's
Interpretation of statute of limitation!
for retroactive lax changes.

Sec. 2. Amends AS 38.05.035(a). CS Sec. 1. ACES language
Adds authority for DNR lo share oil
& gas Info with DOR.

Secs. 3-9. Conforming technical
amendments.

Sec. 10. Amends AS 39.25.110.
Adds departments of revenue and
natural resources oil and gas
auditors and supervisors to tho
exempt service.

CS Secs. 2-8. ACES language

CS Sec. 9. ACES language

Sec. 11. Amends AS 11.09.010(d). CS Sec. 10. ACES language
Conforming technical amendments.
Sec. 12. Amends AS 43.05.230(a). CSSec. 11. ACES language

Adds AS 43.55.890 (disclosure of
tax info) as possible exception under
AS 43.05.230(a) (unlawful
disclosure).

Sec. 13. Amends AS 43.05.230(h). CS Sec. 12. ACES languago
Adds authority for DOR to share

production lax Info with DNR.

Sec, 14. Amends AS 43.05.260(a). CS Soc. 13 ACES languago

Creates an exemption to allow DOR
six years lo conduct production tax
assessments rather Ihan three
years.

|

ISec. 15. Repeals & reonacls AS
13.55 011(0). Sets the production
ax rate generally at 25%. Additional
progressivily role under (g) and (h)

j s added to 25% as an annual rale.

PPT (22 5% lax rate)

(comparisons are to the original ACES legislation and PPT)

[ciHOONB M Ittliifffc)

CS Sec. 1. ACES language plus
Inlent that extra money received
due lo retroactivity of lhe
production lax be appropriated lo
reduce the PERS & TRS
unfunded liability and ‘o lhe
public education fund, and that
tax savings on certain gas be
passed on lo consumers; also
general Inlent for the Act.

CS Sec. 2. ACES language

CS Secs. 3-9. ACES languago

CS Sec. 10. ACES language

CS Sec. 11. ACES language

CSSec. 12 ACES language

CSSec. 13. ACES language

CSSec 14 ACES language

CS Sec. 15 Amends AS
43.55.011(e). 25% lax rale
calculated annually

I CS Senate Bill 2901 (RES)

Deleted.

CS Sec. 1. ACES language

CS Secs. 2-8. ACES
language
CS Sec. 9. ACES lanquago

CS Sec. 10. ACES lanquagc

CS Sec. 11. ACES language

CS Sec 12. ACES language

Deletes ACES hnotrago.

PPT (22.5% lax rale)

Updated November 8, 2007

CS Senate Bill 2001 (JUD)
CS Sec. 1. ACES language
plus Intent that extra money
received due to retroactMty of
lhe producllon lax will be pul
into constitutional budget
[reserve fund (CBR); also
[general Intent for lhe Act.

CSSec. 2. Amends AS
37.10.440 (CBR). Directs
Dept, of Revenue (DOR) to
calculate difference belween
amount raised by ACES ang
PPT and, if more, deposit half
lhe extra Intojhe CBR.

CS Sec. 3. ACES language

CS Secs. 4-10. ACES
language

CS Sec. 11. Amends AS
39.25.110. Adds DOR and
DNR oil and gas audit
supervisors lo lhe exempt
service; limit of four auditors lo
DOR and two to DNR.

CS Sec. 12. ACES lanquage

CSSec. 13. ACES language

!ICSSec 14. ACES language

CS Sec. 15. ACES language

CS Sec. 16. Repeals A
reenacts AS 43.55.011(e)
Generally sets tax rato al 25%
Maintains ACES annual lax
levy but the lax Is calculated
for each monlh

Page 1ot in



ACES Bill Version Comparisons

ACCS
Sec. 16. Repeals & reenacts AS
43.55.011(0- Sets a tax floor on
legacy fields of 10% of lhe total
gross value al lhe point of
production; lax credits cannot
reduce liability below floor.

#ubf*ct | err

Production Tax AS 43.55.011(0. Sets a tax
Floor door of not less lhan 4% of
gross value for North Slope ol
and gas when the average
W est Coast price is $25 per
barrel with step down factors.

Soc. 17. Repeals & reenacts AS
43.55.011(g). Pnogres3lvlty Is
triggered al $30 not value on an
annual basis with 0.2% Increase per
dollar; 50% maximum tax rale
(Including progressivlly).

AS 43.55.011(g).
Progresslvlly Is triggered at
$40 not value with a .25%
Increaso per dollar; 25% lax
cap on progresslvlly rale.

Progreselvity
Slope

Sec. 18. Amends AS 43.55.011(h).
Establishes price Index for
calculating progressively on on
annual basis.

AS 43.55.011(h). Establishes
the price Index for calculating
progrosslvity on a monthly
basis.

Progresslvity
Trigger

Sec. 19. Amends AS 43.55.011(J).
Conforming technical amendment;
deletes reference lo AS
43.55.011(g) (progressively)
because reference Is no longer
applicable.

AS 43.55.011(J). Cook Intel
lax ceiling.

Production Tax
Cook Inlet

Sec. 20. Amend3 AS 43.55.011(k)
Conforming technical amendment;
deletes reference lo AS
43.55.011(g) (progresslvlly)
because reference is no longer
applicable.

AS 43.55.011(k). Cook Inlet
lax ceiling.

Production Tax
Cook Inlet

AS 43.55 011(f). Cook Inlet Repoals AS 43.55.011(/);

Production Tax

Cook Inlot lax celling. conforming technical repeal.
Gas Used AS 43.55011(m) Cook Intel See.21. Amends AS 43.55.011(m).
Instato lax credits. Adds languago lo bo consistent with

sec. 55 (lease expenditures);
deletes reference to AS

113 55.011(g) (progressivily)
vecause reference Is no longer
applicable.

Distributed by Department of Revonue

(comparisons are to the original ACES

C8 House BM 2001 (0*0)
PPT

Sec-. 18. Adds new subsection
AS 43.55.011(0). Replaces
ACES and PPT progresslvity
provisions with a now
progresslvlly provision based on
gross value; repeals AS
43.55.011(g) (PPT progresslvlly),

Repeals AS 43.55.011(h) (PPT
progresslvity calculation).

CS Sec. 14. Amends
43.55.011(j). Conforming
technical amendment; deletes
reference lo AS 43.55.011(g)
(PPT progresslvlly). Inserts
reference lo 43 55.011(0)(0SG
progressivlity).

CS Sec. 15. Amends AS
43.55.011(k) Conforming
technical amendment; deletes
reference lo AS 43.55.011(g)
(PPT progressivlty), Inserts
reference to 43.55.011(0)(0&G
progresslvlly).

CS Sec. 16. Amends AS
43.55.011(/). Conforming
technical amendments; deletes
reference lo AS 43.55.011(g)
PPT progressivlty). Inserts
refereivce lo 43 55.011(0) (04G
progresslvity).

CSSec. 17. Amends AS
43.55.011(m). Deletes
anguago added in ACES;
deletes reference lo AS

13.55.011(g) (PPT progresslvily),}

nserts roforenco to 43.55.011(0)

j OSG progressivity).

legislation and PPT)

CSMouMBRtaoiKfRES)
PPT

CS Sec. 20. Adds new
subsection AS 43.55.011(0).
Replaces ACES and PPT
progresslvity provisions with a
new progressivity provision that
taxes gross value at an
Increasing rale as net value
Increases, starling at 0.2% per
dollar of net value over $30 per
jarrel, repeata AS 43.55.011(g).

Repeals AS 43.55.011(h) (PPT
progresslvlly calculation).

CS Sec. 16. Amends
43.55.011(j). Conforming
technical amendment; deletes
reference to AS 43.55.011(g)
(PPT progresslvlty), Inserts
reference lo 43.55.011(0) (OSG
progresslvity).

CSSec. 17. Amends AS
43.55.011(k). Conforming
technical amendment; deletes
reference (0 AS 43.55.011(g)
(PPT progresslvity), Inserts
reference to 43.55.011(0) (OSG
progresslvity).

CSSec. 16. Amends AS
43.55.011(1), Conforming
technical amendments; deletes
reference lo AS 43 55.011(g)
PPT progresslvity), Inserts
reference lo 43.55 011(0) (OSG
progressivily),

CS Sec. 19. Amends AS
43.55.011(m). Deletos language
added In ACES; deletes
oferenca lo AS 43.55.011(g)
PPT progresslvity). Inserts
«eforence lo 43 55.011(0) (OSG
xogressivlity).

C8 senete Bill 2001 (RES)

PPT

PPT

PPT

PPT

PPT

ACES

PPT

Updated November 8. 2007

C3 senate Bill *HM (JUD)

CSSec. 17. Amends AS
43.55.011(f). Retains PPT lax
floor; exempts gas used
instalo from PPT floor.

CS Sec. 18. Repeals S
reenacts AS 43.55.011(g).
$30 trigger on the net valiie on
.amonthly basis with 0.4%
|Increase; 59% maximum lax
rale.

CS Sec. 19. Amends AS
43.55.011(h). Establishes
price Index for calculating
progressivily on a monthly
basis.

CS Sec. 20. ACES lanquaoe

CSSec. 21 ACES language

ACES

CS Sec. 22 Amends AS
4344.011(m), Adds
application ot Cook Intel
xovislons 1o gas used instate,
retains ACES technical
imendmonl; deletes aridilinnal
ACES language.

piln, ~nf ,n



ACES Bill Version

Subject
Gan Used
Instate

Gas Used
Instate

Mid-Alaska

Tax Poyment

Tax Payment

Tax Payment

Tax Payment

Tax Payment
Penally

Capital
Expenditure
(Cap Ex)
Tax Crodlts

Cap Ex Tax
Credits
CarTtcd-forward
Annual Loss

prr

AS 43.55.011(n). Allocation o

Cook Inlet lax credits.

AS 43.55.020(a). Installment
payments.

AS 43.55.020(d). Royalty
owner settlement deductions
and installment payments.

AS 43.55.020(g). Interest on
unpaid Installment payments.
AS 43.55.020(h). Intereston
overpayment of Installment
payments.

AS 43.55.023(a). 20% tar.
credit for qualified capital
expenditures and In.'oimalicn
requirements,

AS 43 55.023(b). 20% of
ca'riod-forward annual loss
ax credit allowed against
deductible leaso expenditures
Mien uso of the deduction
wuld causo tho production
ax in n month to bo loss than
:ero.

Distributed by Department ot Revenue

Comparisons

ACES

Soc. 22. Repeals & reonact3 AS
43.55.020(a). Makes Installment
payment calculations consistent with
changes to the pioductlon tax.

Sec. 23. Amends AS 43.55.020(d).
Conforming technical amendments;
deletes reference to AS 43.55.011(f)
and (g) (floor & progressivlty)
because references are no longer
applicable.

Sec. 24. Amends AS 43.55.020(g).
Conforming technical amendment.

Sec. 25. Amends «S 43.55.020(h).
Conforming technical amendment.

Sec. 26. Amends AS 43.55.023(a).
Spreads uso of tax credits over two
years; moves and adds to Info
requirements; requires submission
lof information that Is required under
+AS 43.55 025(f)(2); adds that legacy
1Held tax credits may be applied only
lagainst legacy field taxes.

Sec. 27. Amends AS 43 55.023(b).

Matches carhed-forward annual loss)

o production lax rale of 25%; adds
| hat carried-forward annual losses
1lnay not bo based on lease
; ‘xpendlluros accrued in legacy

It*lds.

CS Houm BRt 3001 (040)

Sec. 18. Adds new subsection
AS 43.55.011 (p). Extends Cook
Inlet tax ceilings In .0110) to mid-
Alaska gas.

CS Sec. 19. PPT language with
conforming amendments.

CS Sec. 20. Amends AS
43.55.020(d). Conforming
technical amendment; deletes
referonco to AS 43.55.011(g)
(PPT progresslvtty), Inserts
reference to 43.55.011(0) (O&G
progressivlity).

CS Sec. 21. ACES language

CS Sec. 22. ACES language

PPT

T

(comparisons are to the original ACES legislation and PPT)

|C9 Heum Bill 2001 (RES)

CS Sec. 20. Adds new
subsection AS 43.55.011(p).

Extends Cook Inlet tax ceilings In

.011(])(2) to gas used Instate.

CS Sec. 21. PPT languago with
conforming amendments.

CS Sec. 22. Amends AS
43.55.020(d). Conforming
technical amendment; deletes
reference to AS 43.55.011(g)
(PPT progressivlty). Inserts
reference lo 43.55.011(0) (O&G
progressivity).

CS Sec. 23. ACES language

CS Sec. 24. ACES language

CS Soc. 25. Amends AS
43.55.020. Adds a new
subsection (1) Ihat adds a civil
penalty to the amount of a
required Installment payment if
not paid In full by the payment
duo date.

PPT

CS Sec. 26. Amends AS

43 55 023(b). Sets tho (ax credit
for a carrted-for vard annual loss
[as tho loss muitiolied by tho
tiomImtl lax rato In AS

,43.55 011(e); defines nominal lax

rale.

CS Senate Bill 2001 (RES)

PPT

PPT

PPT

PPT

PPT

PPT

Updated November O, 2007

CS Senate Bit? 2001 (JUD)
CS Sec. 23. Amends AS
43.55.011(n). Adds
application of Cook Intel
provisions to gas used Instate.

CS Sec. 24. Adds now
subsection AS 43.55.011(0)
Extends Cook Inlet tax rellings
in .011(J)(2) to gas used
instate.

ICS Sec. 25. Amends AS
143.55.020(a). PPT languago
,wilh conforming amendments.

les Sec. 26. Amends AS
143.55.020(d). Deletes
reference lo AS 43.55.01 Kg)
(progressivlty).

CS Sec. 27. ACES lanquagn

CS Sec. 28. ACES tanquagn

PPT (does not match
nformatlon requirements to
AS 43 55.025 credits - see
I:3ecs. 33-41).

PPT
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ACES Bill Version

Sublet
Cop Ex Tex
Credits
Trnnafor of
Credits

Cap Ex Tax
Credits Transfer
of Credits

Cap Ex Tax
Crodlts
Rotunds

Cap Ex Tax
Credits
Audits

Cap Ex Tax
Credits
TIE Credits

Cap Ex Tax
Credits
Tax Exempt
Entitles

Mid-Alaska
Tax Credits

Comparisons

m ! ACE9

Sec. 28. Amends AS 43.55.023(d).
Adds no transfer of tax credits
earned on legacy fields, option lo
obtain cash payment, and moro time
for agency approval; provides
annual reporting requirements; links
dale for Issuance of credit with
Information required under AS
43.55.030; spreads use of lax
credlls over two years.

AS 43.55.023(d).
Transferable tax credit
certificates.

Sec. 29. Amends AS 43.55.023(e).
Conforming technical amendment.

AS 43.55.023(e). Transfer of
tax credits.

AS 43.55.023(0. Cash refund Repeals AS 43.55.023(f) (replaced
of up lo 525,000.000 for small with oil and gas tax credit fund, Sec.
producer lax credlls. 45).

Sec. 30. Amends AS 43.55.023(g).
Adds language to reflect DOR
authority lo purchase lax credits
granted In AS 45.55.028.

AS 43.55.023(g). Tax credit
audits.

AS 43.55.023(1). Transitional
Investment expenditure (TIE)
lax credits for quailed capilal
expenditures Incurmd after
March 31,2001 and beforo
April 1,2006.

Repeals AS 43.55.023(1), PPT TIE
credits,

Soc. 31. Amends AS 43.55.023.
Adds subsection (/) lo make cleara
tax exempt entity may not obtain a
transferable tax credit.

|
AS 43.55.024. Additional tax : Secs. 32 - 35. Amends AS
credit of $6,000,000 for 143 55 024. Subsectlon(a): technical
production from leases correction; (b), (c), (e), (9):
outside Cook Inlet and the Icontorming technical amendments
North Slope for small
producers

Distributed by Department of Revenuo

(comparisons are to the original ACES legislation and PPT)

CSHcum Ml2Mmi(040)
CS Soc. 23. Amends AS
43.55.023(d). Technical
amendment to PPT language;
rotalns ACES link between dato
for Issuance of credit with
information required under AS
43.55.030; deletes other ACES
changes

PPT

PPT

PPT

CS Sec. 24. Amends AS
43.55.023(1). Changes
application of TIE credits to
qualified capilal expenditures
Incurred after March 31, 2003
and before April 1, 2006.

CS Sec. 25. ACES language

PPT

1

Updated November 8, 2007

cs Senate Bill 2001 (RES) 1 CS Senate Bill 2001 (JUO)
PPT PPT

C8 Houm BM3M1 (RES)

CS Sec. 27. Amends AS
43.55.023(d). Retains ACES
option to obtBIn a cash payment
and link between date for
Issuance of credit with
Information required under AS
43.55.030; deletes other ACES
changes.

PPT PPT IPPT

PPT PPT PPT

CS Sec. 28. ACES language PPT PPT

CS Sec. 29. Amends AS CS Sec. 13. PPT language CS Sec. 29. PPT language

43.55.023(1). Changes definition Amends AS 43.55.023(1)' Amends AS 43.55.023(1)!

of TIE credits to capital Limits TIE credits to taxpayers Limits TIE credits to taxpayers

expenditures Inclined after thatdid not have commercial that did not have commercial

March 31, 2003 (rather than production before January 1, production before January 1.

March 31, 2001) and before Apnl 2008, and to 1/10 of qualified 2008, and lo 1/10 of qualified

1,2006. capilal expenditures Incurred capital expenditures Incurred

after March 31, 2006 and after March 31, 2000 and
before January 1, 2008. before January 1, 2008 (same
as SRES version)

CS Sec. 30. Amends AS Deleted. Deleted.

43.55.023. ACES language for

subsection (I); adds subsection

[m) lo allow cash rofunds to Ihe

Alaska Retirement Management

Board (ARMB).

PPT CS Secs 30-32 ACES
anguaga oxcept does not
nclude amendment to AS

143 55 024(g)

PPT

Paneant m



ACES Bill Version

Subject

Exploration Tax AS. 43.55.025. Alternative lax Secs. 36 * 44. Amends AS

Credits

Qoil &Gas Tax
Crodll Fund

Reporting
Requirements

Roporting
Requirements
Penalllos

Reporting
Requirements

Roporting
Requirements
and Penalties

W*

credits for up lo 40% for oil
and gas exploration.

AS 43.55.023(f). Permits lhe
state to offer a cash refund of
up to $25,000,000 for lax
credits issued lo small
producers.

Distributed by Department of Revenue

Comparisons

CtHouM Bill 2001 (0»G>
PPT

ACtS

43.55.025 to provide for a uniform
sunset, extend eligibility to
delineation wolls drilled within 540
dBys, require exploration well lo be
completed or abandoned before
credit Is requested, exclude certain
cost categories, clarify lhe
requirement to explore a new
exploration target and require DNR
review, better specify tho
Information required lo be submitted
to DNR, limit well data confidentiality
to 24 months, require credits to be
spread over al least two yeBrs,
clarify public availability of basic
credit Information, clarify that a tax-
exempt entity rnay not transfer a
credit certificate, and authorize 5%
credit for previously acquired
seismic data.

Sec. 45. Adds AS 43.55.020.
Creates an oil & gas tax credit fund
fundod by an appropriation of a
percentage of production tax
revenues end repeals AS
43.55.023(0, PPT tax credit refund.

PPT (deletes ACES language
and retains PPT refund
provision)

Sec. 46. Amends AS 43.55.030(a). CS Sec. 20. ACES language
Makes dear every taxpayer must file
an annual return; expands Info
requirements.

Sec. 47. Amends AS 43.55.030(d).
Adds late filing penalty of

$1000/day for information required

Deleted.

'by tho DOR.

Soc. 48. Amends AS 43.55 030. CS Sec. 27. ACES language
Adds new subsections (e) - requires

annual expenditure statement; and

f) - authorizes DOR to require

monthly filing of Info.

Sec. 49. Amends AS 43.55.040. CS Sec. 28. ACES language
Clarifies DOR has authority to Amends AS 43.55 040. Retains
equlre filing of reports necessary to ACES authority clanficatlon;
orocast slate revenue; adds deletes additional penalty.
.additional penalties.

(comparisons are to the original ACES legislation and PPT)

[CS Hujm BM 3001 (KM|

CS Secs. 31 m0. ACES
language with 3ome changes:
Increases 20% lax credits lo
30%; allows ciodlts for
suspended wells; glvo3 DNR
commissioner discretion to
exlend well data confidentiality;
deletes requirement that credits
be spread over at least two
years; adds new subsection (m)
to allow cash refunds to ARMB.

PPT

CSSec. 41. ACES language
with additional subsection limiting and retains PPT refund
certificate purchases from a provision),

person to $25,000,000 per year;
exempts ARMB from the limit.
But does not repeal existing PPT
cash refund provision (AS
43.55.023(0).

CS Sec. 42. ACES language

CS Sec. 14. ACES language

CSSec. 15. ACES language

CS Sec. 43. ACES language

CS Sec. 44, ACES language CS Sec. 13 ACES language

CS Soc. 45. ACES language 1CS Soc. 17 ACES language
Mth additional language

specifying the rato of Interest Ihe

j Density shall bear and limiting

OOR's authority to compromise a
enalty

Updated November 8, 2G07

C8 Seriate Bill 2001 (RES) | CS Senate Bill 2001 (Jup)

|CS Secs. 33-41. ACES
llanguage.

PPT (deletes ACES language CS Sec. 42. ACES lanquaqge

but only for exploration
Incentive credits (AS
43.55.024); retains AS
43.55 023(f), PPT lax creriil
refund provision.

CS Sec. 43. ACES language

iCS Sec 44. ACES lanquage

CS Sec 45. ACES tongunnr

CS Sec 46. ACES language
llus addition of requirement
or a producer of more lhan
00,000 barrels a day to report
Maska oil and gas gross value
ind deductible lease
expenditures.
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ACES Bill Version Comparisons

Subject PPT
Incorrect
Returns

Incorrect
Rotums

Tax
Understatement
Penalty

Tnx
Assessments
Statute of
Limitations

Electronic
Filing Advisory
Bulletins
W histle-blowers

Transportation
Costs

Transportation
Costs

Distributed by Department of Revenue

ACES ' CS House BHL3001 (OSG)

Sec. 50. Amends AS 43.55. Adds a CS Sec. 29. ACES language
new section, AS 43.55.075, that
expands statute of limitations for
conducting tax assessments from
throe years to six years.

Sec. 51. Amends AS 43.55.110. CS Sec. 30. ACES language
Adds new subsections (e) & (f) that

authorize DOR to require electronic

filings and payments; and (g) that

gives DOR authority to Issuo

advisory bulletins.

(comparisons are to the original ACES legislation and PPT)

Updated November 8. 2007

Cs Senate Bill 2001 (JuD)
CS Sec. 47. Amends AS
43.55.050. Adds a specific list
of Information DOR may
consider In determining
whether a lax return Is correct.

CS Houss Bid 2001 (RES) CS Senate Bill 2001 (RES)

CS Sec. 48. Amends AS
43.55.050. Adds a new
subsocllon (b), presumes
DOR's corrected lax
determination Is correct and
places burden of proof on
taxpayer to show It Is Incorrect.

CSSec 49. Amends AS
43.55. Adds a new section AS
43.55.055 that provides a
penally for understatements of
tax In addilion to other
ponaltles prescribed by lav/.
CS Sec. 50. ACES languaae.

CS Soc. 46. ACES language Deleted.

CSSec. 18. ACES language ICS Sec. 51. ACESlanguaae
with addition of new
‘subsection (h) Ihal allows
DOR lo compensate whistle-
:blowers for Info that leads to
llie collection of additional lax
funds.

CS Sec. 52. Amends AS
43.05.150(a). With sec. 53,
provides for DOR lo determine
reasonable cosls of
transportation instead of actual
costs when anyone of several
condillons Is met (under PPT,
all conditions musl be metl

CS Sec. 47. ACES languago

CS Soc. 48. Amends AS
43.55.150(a). With sec. 49,
provides for DOR lo determine
reasonable costs of
transportation instead of actual
costs when any ono of several
conditions Is met (under PPT, all
conditions must be mot).

CS Sec. 53. Amends AS
43.55.150(b). Wllh sec 62,
provides for DOR lo determine
reasonable cosls of
;Iransporlalion Instead ot actual
cosls when any one of several
condillons Is met (under PPT,
all condillons musl be met),
limits tariffs treated as prime
facie reasonable lo those
adjudicated just and
reasonable

CS Sec. 49. Amends AS
43.55.150(b). With sec. 48.
provides for DOR (o delermino
reasonable costs of
transportation instead of actual
costs when any one of several
yconditions Is met (under PPT, oil
conditions must be met); limits
arlffs treated as prima facie
reasonable lo those adjudicated
ust and reasonable.
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ACES Bill Version Comparisons

Subject
Tax
Determination

Tax
LetermlInatlon

Tax
Determination

Tax
Determination

Tax
Determination

Leaso
Expenditures

Lease
Expenditures

re\

AS 43.55.160(a).
Determination of production
tax value ol oil and gas
annually and monthly.

AS 43.55.160(b). Production

tax value may not be loss lhan
zero.

AS 43.55.160(c). Calculation

Or production tax value

AS 43.55.160(e). Carried
forward annual losses
established when production
tax value Is less than zero.

AS 43.55.165(a). Describes
deductible lease expenditures
for purposes of determining
the net taxable amount;
provides standards DOR shall
consider for determining lease
expenditures.

AS 43." 3.165(b). Lists direct
costs that may be considered
deductible lease expenditures;
allows overhead expenses;
and specifies allowed costs
need not be physically located
on leaso.

Distributed by Department of Revenue

(comparisons are to the original ACES legislation and PPT) Updated November 8,2007

CS 8enate Bill 2001 (RES)  CS Senate Bill 2001 (JUD)

cftHoam BKI MOI (0&Q) |C3 Houm BIRM | (RES)

ACtS |

Sec. 52. Repeals and reenacts AS
43.55.160(a). Retains PPT principle
that the taxable value Is the gross
value at Ihe pointof production
minus lease expenditures; the
changes are necessary to
Implement different tax treatment;
removes monthly value calculation
because no longer needed.

CS Sec. 31. PPT language
Amends AS 43.55.160(a).
Retains PPT language with
conforming amendments.

CS Soc. 50. Amends AS PPT

43.55.160(a) to provide for
separate calculation of taxable
value for gas used Instate and to
conform to changes In the
progresslvity tax.

CS Sec. 54. Amends AS
43.55.160(a). Deletes
calculation of annual value of
oil and gas; retains PPT
calculation of monthly valuer,
and adds separalo calculation
for gas used insfcle; also has
conforming amendments
Changes reflect CS changes
to AS 43.55.011.

Soc. 53. Amends AS 43.55.160(b). PPT PPT PPT PPT
Conforming technical amendment.
CS Sec. 55. Amends AS
43.55.160(c). Conforming
technical amendment.
Sec. 54. Repeals & reenacts AS PPT PPT PPT CS Sec. 56. PPT language
43.55.160(e). Provides explicit rules wilh conforming amendment.
for calculating production lax values
for oil and gas subject to different
statutory provisions.
Sec. 55. Amends AS 43.55.160. Deleted. Deleted. Deleled. Deleted.

Adds four now subsections, (f)-(1),
related to allocations and
calculations of adjusted lease
expenditures.

Sec. 56. Repeals & reenacls AS
43.55.165(a). Retains but rewords
deductible lease expenditures
description; adds requirement that
deductible lease expenditures be
affirmatively allowed through
regulation; allows overhead
expenses (moved from 165(b));
deletes standards (moved to
165(b)).

Sec. 57. Amends AS 43.55.165(b).
Re-arranges PPT language; adds
tho standards DOR shall consider
for determining lease expenditures
(moved from 165(a) and (c));

deletes overhead expenses (moved |

to 165(a)).

CS Sec. 32. Amends AS
43.55 165(a). Retains PPT
language with conforming
amendments.

PPT

CSSoc. 51. Amends AS
43.55.165(a). Retains PPT
language with conforming
amendment, o

CS Sec. 52. Amends AS
43.55.165(b). Retains PPT
language except adds requirement
that an activity must bo physically
located In the state for the cost lo
bo o deductible lease expenditure
Adds CS Soc. 53, amends CS
Soc. 52 so that an activity must be
physically located on the promises
of the lease or property to be a
deductible leaso expenditure
comes Into effect if there Is final J
udflment nullifying the effect of ASi
43.55.165(b) ar. amended by Sec.
52. see CSSec 67).

CSSec. 19. ACES language

CS Soc. 20 ACPSlan.jago

CS Sec. 57. ACES languaq,’
except adds that costs must
be incurred In the state

CS Sec. 58. Amends AS
13.44.165(b). Retains ACES
changes; adds lo list of
|specific cosls Ihal are direct
cosls; restricts cerlnin
|categories of cosls; deletes
language specifying a”OWGd
Jeosls need nol be for activities
chyslcally located on a |ease;
emoves requirement that
DOR consider certain industry
xractices and DNR net Profit
ease requlatlons, but d lows
| DOR to consider them
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ACES Bill Version

Subfact
Leaso
Expenditures

Lease
Expenditures

Leaso
Expenditures

Leaso
Expenditure
Adjustments

Leaso
Expenditure
Adjustments
Information
Publication

Definitions

Repeals

Repeals

N - - =

AS 43.55.165(c) and (d).
Allows DOR to subslllulo
costs that are billable or
actually billed through unit
operating agreements In place
of the general lease
expenditures standards.

AS 43.55.165(h). Allocation of Sec. 59. Amends AS 43.55.165(h).

costs between oil and gas.

AS 43 55.023(f) provides a
cash refund of up to
$25,000,000 for small
producers' tax credits.

AS 43 55.165(c) and (d)
allows DOR to substitute costs
hat are billable or actually
billed through unit operating
agreements In placo of the
general leaso expenditures
standards.

Distributed by Department ot Rovonuo

Comparisons

j

aces

Repeals AS 43.55.165(c) and (d).

Sec. 58. Amends AS 43.55.165(e).

Adds lo Ihe list of non-deductible

loase expenditures, Including costs
Incurred for violations of law and for

repair, replacement or deferred
maintenance In specified

circumstances; costs to construct,

acquire or operate a refinery or
lopping plant.

Conforming amendment to bo

consistent with new AS 43.55.160

(production tax determination).

Sec. 60. Amends AS 43.55.170(a)

Conforming amendment
necessitated by repeal of AS

43.55.165(c) and (d) (determination

of lease expenditures).

Sec. 61. Amends AS 43.55. Adds
new section AS 43.55.890: makes
clear DOR may publish production
tax Info that Is aggregated among e!

least three taxpayers.

Sec. 62. Amends AS 43.55.900.
Adds new definitions for
"nonunitized reservoir;’ "pool;*
mproducer;’ and ' unit*

Sec. 63. Repeals

Sec. 64. Repeals AS 43.55.165(c)
and (d): determination of deductible

ease expenditures using unit
operating agreements.

CtNouM BUI 2001 (O&O)
ACES

CSSec. 33. ACES language

PPT

CS Sec. 34. ACES language

CS Sec. 35. ACES language

CS Sec. 36. Amends AS
43.55.900. Retains ACES
definitions for ' producer’ and
'unit;” delotes ' nonunitized
reservoir' and 'pool *

PPT

CS Sec 37. Retains ACES
repeal of AS 43.55.165(c) and

@)

(comparisons are to the original ACES legislation and PPT)

|C8 Hoiim 8M 2001 (RES)

ACES

CS Sec. 54. Amends AS
43.55.165(e). Changes from
ACES: add3 exclusion of costs
arising from criminal negligence
and violations of the Clean Water
Act; lobbying, publ'c relations,
advertising, or public advocacy;
out-of-statj office cosls; deletes
provision regarding repair,
replacement and deferred
maintenance,

CS Sec. 55. Amends AS
43.55.165(h) lo conform lo tax
provisions for gas used Instate.

CS Sec. 56. ACES language

CS Soc. 57. ACES language

CS Sec. 58. Amends AS
43.55.900. Retains ACES
detinltlons for ' producer’ and
"unit;* deletes "nonunllizod
reservoir® and 'pool;’ adds
definition for ' used in the slate"

PPT

3S Sec. 50. Retains ACES
repeal of AS 43.55.165(c) and

().

| c9 Senate Bill 2001 (RES)

ACES

CSSec. 21. ACES language

PPT

CS Sec. 22. ACES language

CS Sec. 23 ACER language

CS Soc. 24. Amends AS
43.55.900. Retains ACES
definitions for ' producer’ and
"unit;’ deletes ' nonunitized
reservoir" and 'pool”

PPT

CS Sec. 25. Retains ACES

Updnled November 8, 2007

| cs senate Bill 2001 (JuD)

iaces

CS Sec. 59. Expands on
ACES list of non-deductinle
lease expenditures: lobbying,
public relations, advertising;
Indirect cosls; out-of-slale
office costs; and for Inlemat
transactions, taxpayer musl
show any cosls do not exceed
market value; broadens the
provision on repair,
replacement, deferred
maintenance.

CS Sec. 60. Amends AS
43.55.165(h). Conforming
amendments.

CSSec. 61. ACES language

CS Sec. 62. Amends AS
43.55.170(b). Conforming
technical amendment.

CS Sec. 63. ACES language
with addition of publication of
Alaska gross value and
expenses as required to bn
reported under Sec. 46

CS Sec. 64. Amends AS
143.55.900. Retains ACES
(definitions for "producer” and
'unit;* deletes 'nonunitized
reservoir* and ‘pool*

PPT

:CSSec.65. Retains ACES

repeal of AS 43.56.165(c) and repeal of AS 43.55 165(c) and

<=

(d)
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ACES Bill Version Comparisons

Sutjact
Repeals AS 43.55.011(7): order for
applying the Cook Inlet tax
celling; AS <1356.023():
transitional Investment
expenditures tax credits; AS
43.55.160(c); determining the
tax value under the
progresslvity provision AS
43.55.011(g).
Applicability
Transition
Auditors
Transition
Payment of Tax
Transition
Regulations
Transition
Pending
Applications
Transition
Regulations
RotroactMty

Distributed by Department ot Rovenwr

ifctt ' " 1 C8Hama BW 1001 (080)
Soc. 65. Repeals AS 4355.011(1), CS Sec. 38. Aids repeal of AS
order for applying Cook Inlet tax 43.55.011(g) a,-4(h), PPT
celling, AS 43.55.023(1), transitional progressivity provisions; retains
Investment expenditures; and AS 7 CES repeal of AS 43.55.160(c)
43.55.160(c), determining lax value determining tax value under
under AS 43.55.011(g) progresslvity; doletes ACES
(progresslvity). repeal of AS 43.55.011(/)
(retains PPT order of applying
Cook Inlet tax celling) and AS
43.55.023(1) (retains PPT TIE
credits with changes).

CS Sec. 39. ACES language
No change to applicability of
reta’oed ACES sections.

Sec. 66. Applicability of specified
sections.

Sec. 67. Allows current oil and c*s CS Sec. 40. ACES language
auditors to opt to remain In
classified service.

Sec. 68. Allows regulations adopted CSSec. 41. ACES language
by DOR and DNR to be applied (with changed section numbers)
retroactively to the applicability date

of the statutory provisions being

implemented.

Sec. 69. Provides for the treatment Deleted.

of pending applications for

transferable crodits and the refund

of credits under AS 43.55.023.

Sec. 70. Authorizes DNR and DOR CS Sec. 42. ACES language
to proceed with adopting
regulations.

Sec. 71. Provides for the
retroactivity of certain provisions.

CS Sec. 43. ACES language
No change to retroactivity of
retained ACES sections.

|C8 Houu BUI 2001 (RES)

(comparisons are to the original ACES legislation and PPT)

| €8 Senate flint 2001 (RES)
CS Sec. 60. Adds repeal of AS CS Sec. 26. Retains ACES
43.55.011(g) and (h). PPT repeal of AS 43.55.011(f),
progresslvity provisions; retains  order of applying Cook Inlet
ACES repeal of AS 43.55.160(c), tax celling; deletes repeal of
delermining tax valuo under AS 4355.023(1) (retains PPT
progressivity; deletes ACES

tax celling) and AS 4355.023(1)  under progresslvity),
(retains PPT TIE credits with
changes).

CSSec. 61. Applies most CS Sec. 27. ACES language.
changes In the production taxto  No change to applicability of
oil and gas produced afler Dec.  retained ACES sections.

31, 2006, ralher lhan Dec. 31,

2007; applies additional

provisions to oil and gas

produced after March 31, 2006.

CS Sec. 62. ACES language CS Sec. 28. ACES language

CS Sec. 63. Similar lo ACES but  3S Sec. 29. ACES language

conformed to changes In with changed section
applicability and retroactivity numbers).

provisions of CS.

CS Sec. 64. Retains ACES Deleted.

subsection (b), treating
outstanding application (or cash
refund of credit under PPT as an
application under new AS
43.55.028.

CS Sec. 65. ACES language CS Sec. 30. ACES language

CS Sec. 66. Expands CSSec. 31. ACES language.
retroactivity: most tax changes  No change lo retroactivity of
that are prospective under ACES retained ACES sections

are made retroactive to Jan. 1,

2007; makes additional

provisions retroactive to April 1,

2006.

TIE credits with changes) and
repeal of AS 1355.011(1) (retains AS 43.55.160(c) (retains PPT
PPT order of applying Cook Inlet determination of the tax value

Updated November 8, 2007

CS Senate EIH 2001 (JUD)
CS Sec. 66. Retains ACES
repeal of AS 43.55.011(7);
deletes other repeals.

CSSec. 67. Applies most
changes in the production tax
to ail and gas produced after
Dec. 31, 2006, rather than
Dec. 31.2007.

CSSec. 68. Deletes ACES
language. Provides legislative
Intent that tha maximum
number of exempt auditors Is
four for DOR and two for DNR

CS Sec. 69. Establishes due
date of March 31, 2008 for
additional retroactive taxes for
2007.

CS Sec. 70. ACES lanquage
(with changed section
_numbers).
i

Deleted.

ICS Sec. 71. ACES Innguagi:

|CS Sec. 72. Expands
retroactivity: most tax
changes that are prospective
"under ACES are made
Iretroactive to Jan. 1,2007

Page 9 of 10



Updated November 8. 2007

ACES Bill Version Comparisons (comparisons are to the original ACES legislation and PPT)
Sutler PPT ACES I CShoum BIN»01 (0*0) |CS Houm BIN2001 (RES) [ CS Senate Blit 2001 (RES) | CS Senate BIN 2001 (JUD)
Contingent CS Sec. 67. CS Sec. 53
Effect (physical location of a deductible
lease expenditure) takes effect
only If a court enters a final
judgment that nullifies the effect
of AS 43.55.165(b), as amended
by CS Soc. 52. CSSec. 68. If
CS Sec. 53 takes effect, It takes
effect after the last day the final
Judgment Is no longer subject to
appeal.
Effoctive Dates Sec. 72. Provides that certain CS Sec. 44. ACES language No CS Sec. 32. ACES language. CS See. 73. Act lakos effect

sections take effect January 1, 2008 change to effective dates of No change to effective dntes  Immediately.

(Including most changes to the retained ACES sections. of re'alned ACES sections.

production lax).

Effective Dates Soc. 73. Provides that certain CS Soc. 45. ACES language No CS Sec. 69. Exceptfor CS Sec. CS Sec. 33. ACES language.
sections take effect Immediately.  change to effective dates of 60, this Act takes effect No change to effective dates
retained ACES sections. Immediately. of retained ACES sections.

Distributed by Department of Rovenuo Page 100of m



SE.mMATE FINANCE COMMITTEE RErORT

DATE: 11/12/07

[Todoff Calendar
FURTHER:

DATE TURNED /
INTO OFFICE: // b O'T

Finance Committee considered CS FOR HOUSE BILL NO. 2001(FIN) am

HB 2001 OIL & GAS TAX AMENDMENTS

"An Act relating to the production tax on oil and gas and to conservation surcharges on oil; providing a limit on the amount of
tax that may be levied on the production of certain gas that is produced outside of the Cook Inlet sedimentary basin; relating to
the sharing between agencies of certain information relating to the production tax and to oil and gas or gas only leases;
expanding the period in which the Department of Revenue may assess the amount of oil and gas production tax and
conservation surcharges; prohibiting a producer or explorer from receiving tax credits if certain judgments are not satisfied and
requiring, as a condition of receiving the tax credits, the deposit of the amount of certain unpaid judgments and certain interest
on those judgments in the court during an appeal and relating to that interest; relating to state oil and gas audit masters;
making conforming amendments; and providing for an effective date."

and recommends: SENATE BILL:
[ ] "ame Title

[ be replaced with [llTSCS or [ 1Scdnfe 2-001 [ ] 'New Title
HOUSE BILL:

[ 1] adopt previous [ JSCS or [ ]CS

[ 1 attached amendment(s) /Change
(Vj New Title w/
[ ] adopt Letter of Intent SCR #07?Q/
[ 1 further referral to Committee
NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):
Department Date Fiscal Indet. Zero FN# Department Date Fiscal Indet. Zego FN#
75X wa U ZI/MA AD M tJ - i
1> ///« 7 To
DdK / o > I Aq7 1/ M
1 C oo
<"
PRINTED DO Do Not
IGNATURES/ffID RE MMENDATIONS:
SIGNATURES! Go ONS AT NAME e Dp5s  NofRec Amend
Ui < 4 £ /C —
lho M «ij
!/ /
VERN 11wl N
------- | AL JX e
( B-$?2.1A i/ . ) OiSow
Hof-fynan
CO-CHAIR;:

[ ] Same Title
[ ] Technical Title

S\ec\ mavo e AL



FISCAL NOTE

STATE OF ALASKA Fiscal Note Number: 1
2008 LEGISLATIVE SESSION Bill Version: HB 2001
(H) Publish Date: 10/18/07
Identifier (file name): LL 08-0014-DOA-DA3-10-17-07 Dept. Affected: Administration
Title An Act relating lo the production tax on oil and gas. 'RDU Centralized Admin. Services
Component Office of the Commissioener
Sponsor Governor
Requester Component Number 45
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
Appropriation
Required Information
OPERATING EXPENDITURES FY 2000 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013 FY 2014
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 0.0
CAPITAL EXPENDITURES 0.0 0.0 0.0 I 0.0 I 0.0 __00 0.0
CHANGE IN REVENUES ( )
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other Interagency Receipts
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2008) cost:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach ,i separate page it necessary)

This legislation has no fiscal impact on the Department of Administration.

Phono 465-5655

Prepared by: Eric Swanson
Dale/Time

Division Administrative Services

Approved by: Annette Kroitzer Date Oct. 12, 2007

Commissioner

iKovmiil 200v.0U)GMa Page 1of 1



FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:

ZI|.)8 LEGISLATIVE SESSION Bill Version: SCS CSHB 2001 (FIN)
(S) Publish Date. 11/15/07

Identifier (file name): SCSCSHB2QO1(FIN)DOR-TAX-H-U-07 Dept. Affected: Revenue 04

Title An Act n.ating to the production tax on oil and gas.. 'RDU Taxation and Treasl m
Component Tax Division

Sponsor Governor
Requester Senate Finance Component Number 2476
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
Appropriation
Required Information

OPERATING EXPENDITURE FY 2009 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013 FY 2014
Personal Services 915.7 915.7 915.7 915.7 915.7 915.7
Travel
Contractual 1,018.4 1,018.4 1,018.4 511.8 5.2 5.2
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 1,934.1 1,934.1 1,934.1 1,427.5 920.9 920.9
CAPITAL EXPENDITURES
CHANGE IN REVENUES ( | |
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF 1,934.1 1.934.1 1,934.1
1005 GF/Program Receipts

1037 GF/Mental llealth

Other Interagency Receipts
TOTAL 1,934.1 1,934 1 1,934.1 1,427.5 920.9 920.9

1,427.5 920.9 920.9

Estimate of any curront year (FY2C08) cost: 3.409 2

POSITIONS

Full-time 5 5
Part-time

Temporary

ANALYSIS: (Attach a soparoto paqo it twcosst
This bill makes economic and sovcral administrative changes to the state's curient petroleum profits tax Tlie bill retains the current tn<

system's structure, v.hich taxes the net valuo ot petroleum resources.

I'his fiscal nolo shows operating and capital expenses related to tho change in reporting and administering the tax

Plume 465-2312

Date/Time 11/14/07 11 00 AM
Date 11/14 7007

Prepared by  Johanna Bales. Roger Marks. Churio Nicnlnm;
Division Tax Division
Appravod by  Jerry Burnett

Depailment ul Rovonuo

Pflio 1of 7
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FISCAL NOTE #9

STATE OF ALASKA BILL NO. scs cSHB 2001(FIN

2008 LEGISLATIVE SESSION
ANALYSIS CONTINUATION

Administrative changes to the current tax system include the following: requires taxpayers to provide cost projections to
allow the slate to better forecast state revenues and pursue changes in reported costs; authorizes public reporting of some
cost data: authorizes a short-term audit program; and designates an exempt class of oi! and gas audit masters.

Personal Services: The department will creale 4 senior level auditor master positions in tho exempt service with
extensive industry oil and gas auditing experience. These positions will bo classified as the Department's most senior level
auditor positions and will have salaries that are consistent with market comparables beyond tho current salary levels
allowed under the existing Oil and Gas Revenue Auditor (OGRA) pay classification system. Tho need for exempt status is
based upon tlie difficulties the department has recruiting experienced auditors to administer the tax. Tlie department
estimates the new exempt positions will cost the state approximately S800.000 annually. Tho bill also requires the
Department of Administration to create a now class and pay system for Oil and Gas revenue auditors. We have no basis
on which to estimate additional costs arising under this pay plan and these costs will be presented to tho legislature in a
future budget. In addition to tho costs for auditors, the department oxpects that it will need one additional Programmer
Analyst V position to maintair and manage the new oil and gas production tax database system at a cost of S115.700

annually.

Contractual: Cont actual expenditures include 51,013,200 annually to contract for audit assistance. This estimate is
based on 3 auditors, working 40 hours per week each, for 4 years starting in January 2008 at on average rate of 5100 per
hour, plus estimated transportation and lodging costs, and additional costs for training auditors. The need for such
assistance is based upon the department's substantial difficulty in recruiting enough auditors to administer the oil and gas
production tax. The department only anticipates the need for contract audit assistance for 4 years while tho department
recruits and trains auditors fcr positions that aro currently vacant The contr..ct auditors would work in conjunction with
department auditors during this time to maximize department resources and help tram department auditors. The
department will also need an additional S5.200 each year in contractual costs associated with the new Analyst

Programmer V position.

Curront FY2008 costs: The department expects it will incur costs beginning January 2008 to Immediately implement the
new production lax structure. Those costs include' Contractual - $2,620,800 capital funding to fund tho scoping and
development of an oil and gas production tax database system (including associated hardware) and $506,600 to contract
lur audit assistance (as described above). Tho new database system will permit accurate and olticiont management of
information submitted by taxpayers to facilitate auditing and forecasting of revenues, and timely and accurate reports for
internal and public uses Tho proposed system will accommodate the migration of ELF-based data and continue to collect
supplemental data from producers on volumes, wells and production The system will include incomo-based data,
including tracking credits, required under PPT and upon which the ACES tax structure is based The system will also
integrate into tlie division's accounting systems Personal Servicos -5218,000 from the period January 1, 2008 througli
Juno 30, 2008 duu lo creating on oxompl class of oil arid gas ruvenuo auditors and increasing poy to more closely reflect
what the market In Alaska pays for roughly similar positions In addition, we will recruit for the Analyst Programmer V and
bring that person on board to participate in the database scoping meetings Wo estimate FY 2000 cot Is fi r tins position to
be approximately 557,800 Supplies -56,000 for a computer and software for tho now analyst progommer V position

Ruvenuo changes will bo shown in another fiscal note

Page 2ot 2



FISCAL NOTE

STATE OF ALASKA Fiscal Note Number: 10

2008 LEGISLATIVE SESSION Bill Version: SCS CSHB 2001 (FIN)
(S) Publish Date: 11/15/07

Identifier (file name): SCCHROHANDRB U@ Dept. Affected: Revenue <1

Title An Act relating to the production tax on oil and gas.. "rdl, Taxation and Tieasury
Component Tax Division

Sponsor Governor

Requester Senate Finance Component Number 247G

Expenditures/Revenues (Thousands of DOllarS)

Note: Amounts do not include inflation unless otherwise noted below.
Appropriation
Required Information
OPERATING EXPENDITURES FY 2009 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013

Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING

FY 2014

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( 942,000 745,000 740,000 769,000 778,000 586.000

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health

Other Inleragencv Receipts

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any curront year (FY2008) cost:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separatapa<jo ttnocossa
This fiscal note shows changes in revenues resulting from this legislation: operating and capital costs peitaming to the Department ol
Revenue for tlie implementation ol this legislation are shown on a separate fiscal noto.

I'his bill makes several economic changes lo tho slate's current petroleum profits tax Tho bill retains tliu current tax system's structure,
which taxes tho not value ol petroleum resources The bill raises the base tax rate to 25%: the progressivily surcharge r; increased to 0 4
tunes the difference bolwoon tho per barrel not revenue and S30 (changing lo 0.1% when the difference is $90); (lie costs far transportation
are set at tlie lower of actual or reasonable costs: the transition investment expenditure credit is eliminated, except to tlie extent that
transition credits earnod from April 1, 200G to tho bill's effective date can bo carried forward lo offset a Inline lax liability, and qualified capital
credits are spread over two years TIift olfoctivo dale of tho bill is July 1. 2007.

Phono 4G5-2317?
Date/Time 11/14/07 9 30 Pf1

Date 11/14/2007

Prepared by  Johanna Bales. Ctierio Nienhuis, Roger Marks
Division fax Division

Approved by: Jetty Burnett
Department nl Rovonuo

Page 1ot 3



FISCAL NOTE #10

STATE OF ALASKA BILL NO. scs CSHB 2001 (FIN)
2008 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

Other changes to the current tax system include the following: 50% of qualified capital credits may bo used in tlie year
earned and tho balance used in the following year; excludes from qualified leaso expenditures those expenses related to
unscheduled production interruptions; excludes dismantlement, removal & restoration (DR&R) costs Irom allowable
expenditures: requires taxpayers to provide cost projections to allow the state to bettor forecast state revenues and pursue
changes in reported costs; authorizes public reporting of some cost oata; and authorizes a short-term audit program

Certain provisions related to lease expenditures are effective April 1, 200G.

See page 3 for projected revenue estimates.

Pago ? of 3



FISCAL NOTE #10

STATE OF ALASKA BILL NO. sCS CSHB 2001(FIN)

2008 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

Estimated Production Tax Revenues, PPT and ACES,
at Various Prices (in $millions nominal)

Fall 2007 DOR Official Forecast Prices

WC S ANS WC S SCSCS  Increase or Increase or

N .
Fiscal Year per barrel (m Per barrel (in Statgsb?uo- mCES  HB200L  (Decrease) (Decrease
REAL dollars) " OMINAL (FIN) fromPPT"  from ACE

dollars)
2008 71.65 71.65 1,947 2,368 3996 1609 1,188
2009 64.55 66.30 1,430 1,985 2312 982 387
2010 60.05 63.40 1,217 1,767 19%2 745 195
011 59.70 04.75 1,250 1,766 1,990 740 224
2012 59.55 66.35 1,174 1,701 1943 769 242
2013 58.90 67.45 1151 1,685 1929 778 244
2014 58.25 68.55 1,217 1,558 1,803 586 245

DOR Forecast nominal prices rounded lo the noares| SO0>

$60 per barrel in REAL dollars

ANSWC|5 Status OUo - SCSCS  Increase or  Increase or
Fiscal Year ngAEarr arqu perbarre m ? ACES HB2001  (Decrease) ;Decreaseg

s (FIN) fromPPT"  from ACE
2008 60.00 60.0 1,073 1452 2,221 1148 769
2009 60.00 61.65 1,197 1,698 1994 797 296
2010 60.00 63.35 1.247 1,802 2.003 756 201
2011 60.00 65.09 1,212 1,795 2,026 754 231
2012 60.00 66.08 1,204 1737 198 784 251
2013 60.00 68.72 1,225 1,172 2,042 817 210
2014 60.00 7U.61 1,334 1,696 1983 649 287

$60 pur burro in REAL dollars
ANS W SCSCS  Increase or Increase or

ANS WC S
Fiscal Year per barrel \m SausQuo-  Aces  HBXOOL  (Decrease) (Decrease
Al i s [

'\d%}f'ar(s} (FIN) fromPPT  from ACE
2008 80.00 80.0 2,693 3,137 4662 1969 1,525
2009 80.00 82.20 2,640 3,294 4,187 1 547 893
2010 80.00 84.46 2,751 3431 4235 l 484 804
2011 8000 86.78 2.182 3.431 4277 1495 846
2012 80.00 89.17 2,698 3,360 4229 1531 869
2013 80.00 91.62 2.183 3451 4 376 1,593 925
2014 8000 04.14 2,950 3.407 4366 1416 959

Pago 3ol 3



FISCAL NOTE

STATE OF ALASKA Fiscal Nolo Number: 11

2008 LEGISLATIVE SESSION Bill Version: SCS CSHB 2001 (FIN)
(S) Publish Dale: 11/15/07

Identifier (file name): HB2001SCSCS(FIN)-DNR-0&G-11-15-07 Dept. Affected: Natural Resources

Title Oil and Gas Tax Amendments RDU Resource Development
Component  Oil and Gas Development

Sponsor Rules Committee

Requester Senate Finance Component Number 439

Expenditures/Revenues

(Thousands of Dollars)

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

Appropriation '~

Required

OPERATING EXPENDITURES FY 2009
Personal Services 450.0
Travel
Contractual 104
Supplies 4.0
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 464.4

CAPITAL EXPENDITURES
CHANGE IN REVENUES ( )

FUND SOURCE

1002 Federal Receipts

1003 GF Match

1004 GF 464.4
1005 GF/Program Receipls

1037 GF/Mental Health

Other Inloragency Receipts
TOTAL 464.4

Estimate of anv curront year (FY2008) cost:

POSITIONS

Full-time 2
Part-time

Temporary

ANALYSIS: (Attach a separata pngo i(nocossary)

Information
FY 2009 FY 2010 FY 2011 FY 2012 FY 2013 FY 2014
450.0 450.0 450.0 450.0 450.0
104 10.4 104 10.4 104
4.0 4.0 40 4.0 4.0
0.0 464.4 464.4 464.4 464.4 464.4

" INDETERMINATE POSITIVE"

(Ttiousands of Dollars)

464.4 464.4 464 4 464.4 464.4
0.0 464.4 464.4 464.4 464.4 464.4
172.4
0 2 2 2 2 g

7his bill would amend the oil and cas production tax under AS 43.55 to Increase the base tax rate from 22.5!1 to 25% of net
income with no retroactivity, The bill has a procressivity surcharge increasing at 0.4% per dollar between 530 and $90, and 0.1%
above S90, to a maximum possible surcharge of 50%. Some EICs are increased from 20% to 30%.

Administrative changes to the current tax system include changes in the administration of EICs under AS 43.55.025 relating to the
kind of information that EIC applicants must provide to the* state and time that this Information may be kept confidential.

Prepared by:  Kevin Banks. Acting Director

Phono 209-fIBOO

Division Oil and Gas

Approved by: Tom Irwin. Commissioner

Date/finto 11/15r2007
Datu 11/15/2007

Natural Rosourcos

(ll«»-%.0 UW ..IM | OMTlI
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FISCAL NOTE Hi1l

STATE OF ALASKA BILL NO. sSCS CSHB 2001(FIN)
2008 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

The bill would eliminate the transition investment expenditure credit for all but producers that did not have commercial
production before April 2006. The bill also increases the net loss carry-forward credit to 25%,and defers the ability to take
half of this credit and the qualified expenditure capital credit for a year.

«’ Indeterminate Positive: The royalty revenue impact to the State of ACES is indeterminate positive. The improvements of
EICs will bring favorable economics to exploration projects. Increasing the tax rate, and the reduction of TIE credits available
to lessees, will alter project specific economics. Furthermore, the progressivity element that has an impact only when oil
prices or margins are high, will also alter project specific economics.

Personal Ser\ices: This bill would create two new oil and gas revenue audit master positions in the Division of Oil and Gas.
These two positions would be the senior level auditors and are expected to have extensive oil and gas auditing experience.
They will be the division's most senior auditor positions and will have salaries that are consistent with market comparables
and will be above the current salary levels allowed under the existing Oil and Gas Revenue Auditor pay classification system.
The division shares the experience with the Department of Revenue in failing to successfully recruit auditors with Me
required industry experience. These two positions will direct and provide training to existing staff. Salary and benefits for
these positions plus other salary adjustments within the audit staff will be $450.0 per year.Any contractual, supplies, and
equipment line items listed on page 1 support these two new positions.

Puye 2 of 2
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CSHB2001(FIN)am & Fiscal Notes

SB 2001

CS SB 2001(RES)
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HB 2001 Revised Analysis*
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David Teal

* Analysis now excludes the impacts o f'reasonable rate" transportation clause
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11/13/07

SENATE ( S FOR CS FOR HOUSE BILL NO. 2001(FIN)-tiin
IN Tl IE LEGISLATURE OE TI IE STATE OF ALASKA

TWENTY-FIFTH LEGISLATURE-SECOND SPECIAL SESSION

BV THE IKH SKSKNA IKFINANCE COMMUTEE

Xiih-imlcil:  11/11/07
OlTcred: 1/11/UT
Kel'crroil:

Sponsors): HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR
A BILL

FOR AN ACT ENTITLED
"Ail Act relating to the production tax on oil and gas and to conservation surcharges on
oil; providing a limit on the amount of lux (hut may he levied on the production-of
certain gas that is produced outside of the-Gook Inlet sedimentary basin; relating to the
issuance of advisory hnlletiiis and the disclosure of certain inl'orm.ition relating to the
production lav and ihe sharing between agencies of certain information relating to the
production tax and t>oil and gas or gas only leases; CMinndingnmcnding the
neriodSiale I'ei'smiiiel \ci io create in which the Department of Revenue may assess the
amount of oil and gas production las and conservation surcharges; prohibitiug-a
producer or explorer from receiving tax credits if certain judgments are not satisfied
and requiring, as a condition of receiving the tax credits. lhe deposit of the amount of
certain unpaid judgments and certain interest on those judgments in the court during
an appeal and relating to that interest; relating to e .emiil serv ice state oil and gas audit

HIUMIle -I- S( SC'SUbI'KHtFIN)am
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masters; relating k» oil ami mis auditors anil certain oil and mis auditor supervisors:
providing tor mil penalties relating to the nil and gas production tax: providing for
retroactive application of cerlain statutory and regulatory provisions relating to the

production tax on oil and gas: making conforming amendments; and providing for an

effective date."

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

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

to read:
LEGISLATIVE INTEN T, (a) It is the intent of the legislature that the-provisions-of

ihiv-Aet-wiH

gas resource-x:-and
12) encourage-Ihe availability to Alaska's citizens of affordable gas produced.

IrnnspoiTed.-iUui-consunied within the stale:

<b) It is the intent of the legislature that AS 43.55.075(b). enacted In see. 414 ' of this
Act. confirm In clarilicatio.n the longstanding interpretation o1 AS 13.0s.26ti by the
Department of Revenue relating to the limitation of assessments for the production lax on oil
and gas and conservation surcharges on oil. contirms In clurilicution the long-standing
interpretation of AS43.0x200 In the Depat Intent ol Revenue.

(bj It is the intent ol the legislature that the amount of mone\ received In the mtde as
a result of the retroactivity of certain provisions under sec &5 ol this Act that exceeds the
amount of imnicy the stale would have tei eived if those piov isions had not taken el led until

January 1. 2008. will be appropriated to the public education fund (As 14.1  010).

25-GH0014*

(c) li is the intent of the legislature that cost*, disallowed in aeeoulanee with

AS 43.55.165(¢)(6). as amended In set. 48 of this \u. include cost-, subsequent to the
effective dale the legislature will responsibly invest the amounts received allci December H.
'007. as the result of the enactment of this Act that exceed the amounts that would have been
received mule: AS 13.55.011 * 43.55.1<>5(016). inclined as a result of monitoring ami
management decisions that fail to properly consider risks posed INO. a- those provisions ie.nl

sscsikm oo -2- 1Hovif
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on June 30. 2007. as il' those provisions had been applied alter December 31. 2007. by
chHngifvg-openiliHg”SzvndmoHsHKIH'esulHn-faikirtMtMHke-neeesMtry-acHions-io-prevent-n
pipeline-spillHntemiption-of serv ice, or-shutdovvn.makine appropriation*, lo ihe followinc:

(1) the public education fund (AS 14.17.300):

(2) the htulucl rest'rvc l'uiul (art. IX. see. 17. (‘onstiiulion of llie Stale of
Alaska)l

(3) lo extintivish llie amount of the employers unfunded liability in the
teachers' delined benelil retirement plan and the public employees defined lienellt rctirenlent

Ilian: and
(4) the development and intpietiicniittion ol tt lona-randc fiscal planTov'the

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

(@) Ihe director shall

(1) have general charge and supervision of the di\ision and may
exercise the powers specifically delegated to the director: the director may employ
and fix the compensation ol'assistants and employ ees necessary for the operations of
the division: the director |[ANI)| is the certifying officer of the division, with the

consent of the commissioner, and may approve vouchers for disbursements of money

appropriated to the division:
(2) manage, inspect, and control state land and improvements on it

belonging to the stale and under the jurisdiction of the div ision:

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

commissioner:
(4) prescribe application procedures and practices for the sale, lease,

or other disposition of available land, resources, property, or interest in them:

(5) prescribe lees or service charges, with the consent of the

commissioner, for any public service rendered:

(ft) under the conditions and limitations imposed In law and the
commissioner, issue deeds, leases, or other conveyances disposing ol available land,

resources, property, or any interests in them;

(7) have jurisdiction over state land, except that land acquired by the

”U2<W' -3- s< s <slllt 21101(1'|N) him
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Alaska World War Il Veterans Board and the Agricultural Loan Board or the
departments or agencies succeeding to their respective functions through foreclosure
or default: to this end, the director possesses the powers and. with the approval of the
commissioner, shall perform the duties necessary to protect the state's rights and
interest in state land, including the taking of all necessary action to protect and
enforce the state's contractual or other property rights:

(8) | RLPF.ALED
(6)] maintain the JSLIC'II| records JAS] the commissioner considers

necessary, administer oaths, and do all things incidental to the authority imposed: the
following records ami files shall he kept confidential upon request of the person

n supplying the information:

12 (A) the name of the person nominating or applying for the
13 sale, lease, or other disposal of land by competitive bidding:

14 (B) before the announced time of opening, the names of the
15 bidders and the amounts of the bids:

16 (()) all geological, geophysical, and engineering data supplied,
17 whether or not concerned with the extraction or development of natural
18 resources:

10 (1)) except as provided in AS 38.05.036, cost data and
20 financial information submitted in support of applications, bonds, leases, and
21 similar items:

22 (') applications for rights-of-wa) or casements;

25 (I'I requests for information or applications In public agencies
24 for land linn J\WIHIt'I ] is being considered for use for a public purpose:

25 (6) KI)] account for the fees, licenses, taxes, or other monev
26 received in the administration of this chapter including the sale or leasing of land,
27 identifv their source, and promptlv transmit them to the proper fiscal department after
28 crediting them lo the proper fund: receipts from land application tiling lees and
2> charges lor copies of maps and records shall be deposited immcdiatclv in the general
31 fund of the state In the director:

31 <0) (I I)] select and emplov or obtain at reasonable compensation

M SCSHH21)01(I'IN)am oM
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cadastral, appraisal, or other professional personnel the director considers necessary
for the proper operation of the division;

(11) |(12)| he the certifying agent of the state to select, accept, and
secure by whatever action is necessary in the name of the stale, Iv deed, sale, gift,
devise, judgment, operation of law. or other means any land, of whatever nature or
interest, available to the state; and be the certifying agent of the state, to select,
accept, or secure by whatever action is necessary in the name of the state any land, or

title or interest to land available, granted, or subject to being transferred to the state

for any purpose:
(12) on renncsl, furnish records, tiles, and other information

related to the administration of As 38.05.180 to the Department of Revenue for
use in forecasting state revenue under or administeriim As 43.55. whether or not
those records, files, and other information are reunired to be kept confidential
under (8) of this subsection: in the ease of records, tiles, or other information
reunired to he kept confidential under (8) of this subsection, the Department of
Revenue shall maintain the confidentiality that the Department of Natural
Resources is required to extend to records, files, and other information under (8)
of this subsection

[(13) RI IM.ALI-D

(14) rI;IM:AU-1)).

' Sec. 3. AS 38.05.036(b) is amended to read:

25-GI100IT

(h) I he Department of Revenue may obtain from the department information

relating to royalty and net profits payments and to exploration incentive credits under
this chapter or under AS 41.00. whether or not that information is confidential. lhe
Department of Revenue may use the information in carrying out its functions and
responsibilities under AS 43. and shall hold that information confidential to the extent
required by an agreement with the d'partment or by AS 3X.05.035(a)(S)
|AS 38,05,035(a)(0)|. AS 41.00.010(d), or AS 43.05.230.

See. 4. AS 38.05.036(f) is amended to read:

(f) I.xccpt as otherwise provided in this section or in connection with official

investigations or proceedings of the department, it is unlawful lor a current or former

I1UOIUi- -5- M sC SIIt 21101(1 IN) .tin |
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information obtained by the

department as a result of an audit under this section that is required by an agreement

|AS 38.05.035(a)(9)] or

with the department or by AS 38.05.035(a)(8)

AS 41.09.010(d) to be kept confidential.

* See. 5. AS 38.05.036(g) is amended to read:

(9)

that maintains the confidentiality of information

Nothing in this section prohibits the publication of statistics in a manner

to the extent required by an

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

AS 41.09.010(d).

* See. 6. AS 38.05.123(1) is amended to read:

(I) As part of the timber sale negotiations authorized by this section, the

commissioner may require a prospective purchaser negotiating a timber sale contract

to submit financial and technical data that demonstrates that the requirements of this

section have been or will

be met. Upon the prospective purchaser’'s request, the

commissioner shall keep data provided by the purchaser confidential in accordance

with the rcouircments of AS 3<S.(15.035(a)(S) |[AS 38.05.035(a)(9)].

* See. 7. AS 38.05.133(e) is amended to read:

(e) Ihe commissioner may make a written request lo a prospective licensee

for additional information on the prospective licensee's proposal.

shall keep confidential information

described

in

Ilhe commissioner

AS 38.05.035(a)(8)

|AS 3S.05.035(a)(9)| that is voluntarily provided if the prospective licensee has made

a written request that the information remain confidential.

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

(j) Ilie commissioner

(N

may provide for modification of royalty on individual

leases unili/ed as described in (p) of this section, leases subject to an agreement

described in (s) or (t) of this section, or interests unili/ed under AS 31.05

delineated to the satisfaction of the commissioner:

s( v( s||B20«I(I'IN)ttm

(A) to allow for production from an oil or gas Held or pool if

(i) the oil or gas Held or pool has been sufliciently

(ii) the Held or pool has not previously produced oil or

1* .i I/H!.:

A

leases,
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gas lor sale: and
(iii) oil or gas production from the Held or pool would

not otherwise he economically feasible:

(U) to prolong the economic life of an oil or gas Held or pool
as per barrel or barrel equivalent costs increase or as the price of oil or gas
decreases, and the increase or decrease is sufficient to make future production
no longer economically feasible: or

(©) to reestablish production of shut-in oil or gas that would
not otherwise be economically feasible:

(2) may not grant a royalty modification unless the lessee or lessees
requesting the change make a clear and convincing showing that a modification of
royall\ meets ihe requirements of this subsection and is in the best interests of the
state:

(3) shall provide for an increase or decrease or other modification of
the state’'s royalty share In a sliding scale royally or other mechanism that shall be
baseil on a change in the price of oil or gas and mav also be based on other relevant
factors such as a change in production rate, projected ultimate recovery, development
costs, and operating costs:

(*) mas not grant a rovaltv reduction fora Held or pool

(A) under (21(A) of this subsection if the nx\ally modification
lor the Held or pool would establish a rovaltv rale of less than live percent in
amount or value of the production removed or sold from a lease or leases
covering the Held or pool:

(1t) under (D(li) or (D(( ) of this subsection if the rovallv
modification lor the Held or pool would establish a rovallv rate ol’ less than
three percent in amount or value of the production removed or sold from a
lease or leases covering the Held or pool:

(5) mav not grant a rovallv reduction under this subsection without
including an explicit condition that the rovallv reduction is not assignable without the
prior written approval, which mav not be unrcasonablv withheld. In the

commissioner: the commissioner shall, in the prcliminarv and final findings and

11(2001e -7- S SCSI It 2001 (KIN) mn
M, o i ‘tiem} m r-\s WiV'ktrrt<e
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determinations, set out the conditions under which the royalty reduction may be
assigned:

(6) shall require the lessee or lessees lo submit, with the application
for the royalty reduction, financial and technical data that demonstrate that the
requirements of this subsection are met: the commissioner

(A) may require disclosure of only the financial and technical
data related to development, production, and transportation of oil and gas or
gas only from the field or pool that are reasonably available to the applicant:
and

fi) shall keep the data confidential under AS 3S.f)5.035(a)(S)
|AS 38.05.035(a)(9)] at the reqi est of the lessee or lessees making application
for the royalty reduction: the confidential data may be disclosed by the
commissioner to legislators and to the legislative auditor and as directed by
the chair or vice-chair of the Legislative Budget and Audit Committee to the
director of the division of legislative finance, the permanent employees of
their respective divisions who arc responsible for evaluating a rovallv
reduction, and to agents or contractors of the legislative auditor or the
legislative finance director who are engaged under contract to evaluate the
rovallv reduction, if they sign an appropriate confidentiality agreement;

(7) may

(A) require the lessee or lessees making application for the
rovaltv reduction under (1)(A) of this subsection to pay for the services of an
independent contractor, selected by the lessee or lessees from a list of
qgualified consultants compiled by the commissioner, to evaluate hydrocarbon
development, production, transportation, and economics and to assist the
commissioner in evaluating the application and financial and technical data;
if. under this subparagraph, the commissioner requires payment for the
services of an independent contractor, the total cost of the services to be paid
for by the lessee or lessees may not exceed SI 50.000 for each application, and
the commissioner shall determine the relevant scope of the work to be

performed Iw the contractor: selection of an independent contractor under this

8 I i,
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subparagraph is not subject to AS 36.30;

(B) with the mutual consent of the lessee or lessees making

application lor the royalty reduction under (1)(B) or (1)(C) of this subsection,

request payment for the services of an independent contractor, selected from a

list of qualilied consultants to evaluate hydrocarbon development, production,

transportation, and economics by the commissioner to assist the commissioner

in evaluating the application and financial and technical data; if. under this

subparagraph, the commissioner requires payment for the services of an

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

the lessee or lessees may not exceed S150.000 for each application, and the

commissioner shall determine the relevant scope of the work to be performed

by the contractor: selection of an independent contractor under this
subparagraph is not subject to AS 36.30:

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

i.n the royalty reduction application, give reasonable public notice of the preliminary

findings and determination, and invite public comment on the preliminaiy findings

and determination during a 30-dav period for receipt of public comment:

(0) shall offer to appear before the Legislative Budget and Audit

Committee, on a dav that is not earlier than 10 davs and not later than 20 days alter
giv ing public notice under (8) of this subsection, to provide the committee a review of
the commissioner's preliminary (hidings and determination on the rovaltv reduction
application and administrative process: if the Legislative Budget and Audit
Committee accepts the commissioner's offer, the committee shall give notice of the
committee’'s meeting tv. all members of the legislature:
(10) shall make copies of the preliminarv findings and determination

available to

(A) the presiding officer of each house of the legislature:

(B) the chairs of the legislature's standing committees on

resources; and

((") the chairs of the legislature's special committees on oil and

gas. if any:

(s (sim 20110 IN) mu
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(11) shall, within 30 days alter the close of the public comment period
under (8) of this subsection,
(A) prepare a summary of the public response to the

commissioner’s preliminary findings and determination:

(B) make a llnal findings and determination; the
commissioner's final findings and determination prepared under this

subparagraph regarding a royalty reduction is final and not appealable to the

court:

(C) transmit a copy of the final findings and determination to
the lessee:

(1)) with the applicant’s consent, amend the applicant's lease or
unitization agreement consistent with the commissioner’s final decision; and

(E) make copies of the final findings and determination
available to each person who submitted comment under (8) of this subsection
and who has filed a request for the copies:

(12) is not limited by the provisions of AS 38.05.134(3) or (0 of this
section in the commissioner’s determination under this subsection.

* Sec. 9. AS 38.05.275(c) is amended to read:
(e) Subsection (h) of this section nitty not be construed to limit the director in
the exercise of authority granted by AS 38.05.035(a)( 11) |AS 38.05.035(a)! 12) |.
* Sec. 10. AS 39.25.110 is amended by adding a new paragraph to read:

(42) oil and gas auditor masters employed in a professional capacity
by the Department of Revenue and the Department of Natural Resources to collect oil
and gas revenue by developing policy, conduciionconduciing studies, dialling
proposed regulations, enforcing regulations, and directing audits by oil and gas
revenue auditors.

* See. 11. AS 41.00.010(d) is amended to read:

(d) l)ata derived from drilling a stratigraphie test well or exploratory well that

is provided in the commissioner under (c)(3) of this section shall be kept confidential
for 24 months alter receipt by the commissioner unless the owner of the well gives

written permission to the stale to release the well data at an earlier dale. and.

stjsC SllIt 201|(HN) mu 10- 1102001c
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notwithstanding AS 31.05.035(c). confidentiality may not be extended beyond
months. The provisions of AS 3X.()5.035(n)(N)(C) |AS 38.05.035(a)(9)(C)j apply m
other data provided to the commissioner under (c)(3) of this section, except that the
commissioner, tinder appropriate confidentiality pro\ isions and without preference or
discrimination, may display to all interested third parties, but may not distribute or
transfer in hard copy or electronic form, those data with respect to all land if the
commissioner determines that the limited disclosure is necessary to further the
interest of the state in evaluating or developing its land.

* See. 12. AS 4V 4543.Mv23<>Ja) is amended by--adding-n-new-seetton to read:
See. 42.-45.045. Appropriations for the-low income-heating—energy

assistance program. (irpHy-l elnHHv | each-year. the-Department ol Revenue shall
dcimmino-whether the-Mate-received for the-general fund, during-tlve-immediately
preceding—calendar—year, an amount—of money—from the—tax levied -under
\S4V>5.<HI<e) because-the price—mdex-vulculated umler-AS4V>5.014(h) -was
greater than zero. It the state received an amount of money because the price inde.s
calculated under AS4-V55.MI I(h)-wits greater than /ero-the department shall noiity
the legislalute ol that amount.

tbt llie legislature may annually appropriate opt™ s5u.WOU.otlO » the-amount
repotted under tat of this-section tor the low income healing-energy assistance

program.

<ei Nothing in this section retinites that money Ire-appropriated or creates a

dedicated fund

till  loi purposes of this section, low income healing energy assistance
program" means the program created by . A\( 4-lold lo implement the federal
I ow-Ineome Home | uergy Assistance Act of 17°XL as amended (42 les < X021 vt
setj. t

ta) Il is unlaw Itd for a cnrienl or fmtliei ollicei. employee or aedit ol the
«.tale to diuilge llie amount ol income or the p.u titulars >t out or disclosed m a report
or return made under this title, esecpt

(1) in eoimevlioii with ollieial inve -ligation*, s pintced'tMcs ol the

department, uhelhei jttilieial oi adminislr.iti\e in\o|\ing taxes iluy imdei this title

si s( stilt 2000 IN) mn
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(2) in connection Wilh official inve?tiuations_j5 proceed!nas of the
diild support enforcement aacttcv. vvliotlicr judicial o Jadministrative. involvina child
support obliaattons imposed or impo.sahlc under AS 2j or /AS 17,

(U as provided in \S 3jt.tt5.036 pcii.tinini* lo audit functions of ihe
Department cl' Natural Resources:

(4) as.prov_iiled.in \S 13.05.-11)5 - 43.QS.40J: ;nul

(51 .isoihcrw Nc prov tiled in this scctii n nr AS 43.55.8%)1).

* See. 13, AS 43.05.230(h) is amended lo read:
(h) Ilhe commissioner shall, upon request, furnish lo the Department of

Natural Resources copies of ta\ returns, reports, ami other documents tiled under
AS 43.55 0r As 43.65. and the Department of Revenue's determinations and
workpapers under those chanters. ihe Department of Natural Resources shall
maintain the conlidentialilv that the Department of Revenue is required to extend to
the returns, reports, documents, determinations, and workpapers lurnished to the
Department ot .satural Resources under this subsection.

*see. 14. AS 43.05.260(a) is amended to read:
(a) I xcept as provided in (c) of this section. |[AND]| AS 43.20.200(b). and

AS 43.55.075. the amount of a tax imposed In this title MUSt be assessed within three
vcars alter the return was tiled, whether or not a return was tiled on or after the dale
prescribed In law. If the tax is not assessed before the expiration of the applicable
| 11IRI 1-N 1 NR]| period, proceedings mav not be instituted in court for the collection
of the tax.

* See. 15. \s 43.55,011(e) is repealed and reenacted to read:

(c) Ihere is levied on the producer of oil oi pas a tax for all oil and pas
produced each calendar vear from each lease or propertv in the state, less anv oil and
pas the ‘ivnership or ripht lo which is exempt Irom taxation or constitutes a
landowner's rovaltv interest. | xcept as otherwise provided under (1), (j). 'ft and (=»'m)

of this section, the tax is equal to the sum ol

111 (he production tax value of the taxable oil and pas as calculated

under \s 45.55.16(1 multiplied In pencm. and

121 the sunt "Set all months ol the caleudai >ear. "I the lax amounts

(s<MIH 201)1(1 IN) urn -12- tfM O i
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calculitled!l.llo determined under (g) of this section.

*Sec. 16. AS 43.55.011(0 is amended to read:
(0 Ihe lovyoftax under this section for ION A PRODUCER OF] oil and gas

produced from louses-or- iHimeities-tluu include nind north of 68 degrees North
latitude, Other than oil and tins QHul'ietiun Subject to (i) nf this section and »ax
subject to to) <Tthis Section. may not.”, less than

(1) lour percent of the gross value at the point of production when the
average price per barrel lor Alaska North Slope crude oil lor sale on the United States
West Coast during the calendar year lor which the tax is due is more than $25:

(2) three percent of the gross value at the point of production when the
average price per barrel lor Alaska North Slope crude oil for sale on the United States
West Coast during the calendar year for which the tax is due is o\cr $20 but not over
$25:

(3) two percent of the gross value at the point of production when the
average price per barrel for \laska North Slope crude oil lbr sale on the I nited States
West Coast during the calendar vear lor which the tax is due is over $17.50 but not
over$20;

(4) one percent of the gross value at the point o*'production when the
average price per barrel for Alaska North Slope crude oil for sale on the | nited States
West Coast during the calendar vear Ibi which the tax is due is over $15 but not over
$17.50: or

(5) zero percent of the gross value at the point o f production when the
average price per barrel lor Alaska North Slope etude oil for sale on the | nited States
West Coast during the calendar vear for which the tax is due is $15 or less

*Sec. 17. AS 43.55.011(g) is repealed and reenacted to read:
tg> lot each month tot which the piice index determined under (It) A this
section isgteniet thiiu zero the ittnouul ol tux tot pmposesoi tcM'nd this section is
calculated as follows: tI) lot ml and e.is poshkod tioiu each lease oi propeily. lire
nionthlv  production ins value i% «i(entitled it* the manuci dc-inlns! in
\s, -t; s India) and <h). except that Ihe gross value at the point ol production |« the
month is substituted tor tile moss value at the* point ol production lot the calendar

M s (Milt 20 IN) mu
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veHt nd-4-4ilkeJdhe-«pplkxtbJemdjusteddettxe”.vpendimrerHfoMhe-iHdeHdar-yettr-is
subsHUUeiM'eNIw-applieflble-aditi*tftMefISf fH.nKlitttft?frd<"N>HHHileiyaf your: (3) the
monthlv-prodiioiion-tax-VHlite-doiormined-undor-tiT-ol this-subseelion-irr multiplied-by
the proyressivitv-tux-ta(e-lor-Ihe-monlh— he-proeressjvity-tu\-rule-lor-tt-mon(h-is-tho
producl-oTTM percent multiplied by ihe-pt'iee-inde.\-lor--tho- month-determined-under
(hHddhkv-seetionvexcopt-that-lherroyressivilv tax-ruledbr-a-moMh-may-not-e.xeeed
2 pereentidSotvvithstundinyxmv-contrarv-provisiim-ol-A-S -kV5->rl->dr Ii*r purposes-ol
eidculatine-a monildy-produetion tav-vahte-miklerHhiv-subseetion*te-yross-value-at
the-point-okproduction-old'kM>il iUHI-gas-is-caktdaled-under-reyulaliens-adopied-by
die department that provide Ibr-usiny-an-appropriate nuHithiy-share-ml-the-prodiicor's
costvol transportation Tor the-calendar-year.
- -*.Sec. IX AS-ke>5d>1 |(h) is repealed-and reenacted to road:
th) lor pmposes-ol-<eH'l-this -section. the price-index—for—a-month is
calculated bv sHbtfucfiny-dtHfom ihe number-that -is-equal to the lotal-of the monthly
produetion-tn.x vahies. as eakulated under (el ol this section, ol-the-taxable oil and
etts produced bv the produce* front all leases and properties in-the stale during that
month, divided bv the total amount of taxable oil and gas produced bv the producer
Iron>-nll lea  and propetli s in the state during that month, in IHI- equivalent
battels. Ilowever.- a price index valcttlaled under this subsection may not Iv less than
210,
see. ly. 1; t llie tax talc applied to the moiilnlv production tax value ol
oil and oms under let ol (Ins section lot each month of the calendar vear in which the
(ax > levied is 22" peucnt pin- lor each month lor which the mmithlv average
pioiluilioit ta\ value lot each It 11 equivalent banel is more than
111 Sh) bin not more that S'li. n.o petcent multiplied bv the uunilvi
that ieptc'vidv the dil leiellie betwei'U the aveiaoi production tax Valuc lot eaell H 1L
cquiv tieul bancl ol Ilit taxable oil and gas lor that uloin it and S lit;
i *i sdi bin not more llian S7n. the sum ol |2 pcicent and the piodm |
ol < percent multiplied lu the number that represents the difference between the
aleui JC pioduiUon tax value lor each It 11 equivalent barrel ol the la iblc oil and

Ims I'm that month and \s|)

S <SHHE 2(1T(I'TN> mil ] -11- o HIWMuU*
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(3) S70 hul not more than S00. the sum of 22 percent and llie product
iif (1.>5 percentji Hilliplied bv llie minilicr llml represents the difference he(ween the
avcracc production lax valile for each Hill equivalent banelo I the taxable oil jnd
cas lor dun month and S70:

(4) SOQ (lie siiin tif 29 perceni and (lie prodtlei ol' 0,1 pcrccni
nndlipliett h\ (he number llial represents the difference between (lie averaue
pr<'Jtiction tax \alne for each BTU ctiuivillcili hand of the taxable i>il and gas for that
month and S00. except that the sum determined under this painci‘apli ma\ not exceed
50 percent. and the total lax rate tinder this subsection ma\ not exceed 75 percent

See. IS. AS 43.55.011(j) isamended to read:
(J) lor acalendar year helore 2022. the 11 () 1'Al.| tax levied by (e) |AND (g)|

of this section Jor |()NJ gas produced from a lease or property in the Cook Inlet

sedimentary basin may not exceed

(1) for a lease or property that first commenced commercial
production of gas before April I. 2006. the product obtained by multipl. ing (A) the
amount of taxable gas produced during the calendar year from the lease or property,
times (If) the average rate of tax that was imposed under this chapter for |()N|
taxable gas produced from the lease or properly for the 12-month period ending on
March 31. 2006. times (C) the quotient obtained by dividing the total gross value at
the point of production of the taxable gas produced from the lease or properly during
the 12-month period ending on March 31. 2006. by the total amount of that gas:

(2) lor a lease or properly that Hist commences commercial
production of gas after March 31. 2006. the product obtained by multiply ing tA) the
amount of taxable gas produced during the calendar year from the lease or property,
times (1J) the average rate of lax that was imposed under this chapter for |[ON|
taxable gas produced from all leases or properties in the t ook Inlet sedimentary basin
for the 12-month period ending on March 31. 2006, times ((.") the average prevailing
value for gas delivered in the t ook Inlet area for the 12-month period ending
March 31. 2006. as determined by the department under \S 13.55.020(f).

* See. 20.10. AS 43.55.01 I(k) is amended to read:
tk) for a calendar year before 2022. the | It) 1Al | lax levied by (c) |AND

1112001f o -15- . s ( suit 2001(1-IN) mu
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(g)] of this section (or [ONj oil produced from a lease or property in the Cook Inlet
sedimentary basin may not exceed

(1) for a lease or property that first commenced commercial
production of oil before April 1. 2006. the product obtained by multiplying (A) the
amount of taxable oil produced during the calendar year from the lease or property,
times (13) the average rate of tax that was imposed under this chapter Jor [ON|
taxable oil produced from the lease or property for the 12-month period ending on
March 31. 2006. times (C) the quotient obtained by dividing the total gross value at
the point of production of the taxable oil produced from the lease or property during
the 12-month period ending on March 31. 2006. by the total amount of that oil:

(2) for a lease or property that first commences commercial
production of oil after March 31. 2006. the product obtained by multiplying (A) the
amount of taxable oil produced during the calendar year from the lease or property,
times (15) the average rate of tax that was imposed under this chapter lor [ON|
taxable oil produced from all leases or properties in the Cook Inlet sedimentary basin
for the 12-month period ending on March 31. 2006. times (C) the average prevailing
value for oil produced and delivered in the Cook Inlet area for the 12-month period
ending on March 3 1. 2006. as determined by the department under AS 43.55.020t 0.

* See. 2120. AS 43.55.01 I(m) is amended to readrepculcd and reenacted:

(m)  -Notwithstanding tiny contrary— provision — of—AN 4N.05.-4M(i).-
\s 4 Luw.uit. -\IN43.20.04-C VS43.55.024. oi -4-V55.025. tax—credits under
AS 5X,0.5 |X0<i>.-AS 44.00.010. \s 4.C20.04.". AS 4 v>n<24; and 4V55.025 that are
allocated to ga> produced from lea-e”-or properties in the Cook Inlet sedimentary
basin and that arc available to be applied against a tax levied by (o) of this section fur
I<)N] gas poulticed from leases or propones in the (ook Inlet sedimentary basin
dining a calendar year may be applied only again t the lax levied by <e) ol this section
Ini- [<)\| that gas. Ihe amount by which the amount ol lax credits that are allocated
to gas produced from leases or properties in the ( ook Inlet sedimentary basin and dial
the poultice) would othetwiso be allowed to use lot a later calendar year or transler to
another |Vtson exceeds the amount of tax credits whose application would reduce the
tax levied bv to) ol ibis section for [<(N| that ga- toveto, it-any. is considered the

M0
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nnmunRolA”eess-tax-cU'editSrHUKI-the-evcess-tnxkredilvHre-Mtbiect-to tlv*4'ollow inm

(4-)—fer-eutd*4ease-t r properiv-for-wvhich adimiiaiion-iintor (j)-Ht-(k)-ol
ihisAcHaion-on-the-luK—evied-bv (e)-] A\)-(g)|-ol-tI>is-soclion-has-tho-elfool-ol
redutMngHhe-prodneeiAi-tax-belov—tbe-amount-el-iax-lbal-woukl-be-levied iu-tlie
absenccMvklha6limilation.--the-prod teer-sball calculale ihe-amount-ol ihat-reduetiom

62-)—ihe-producer-sl-all-ealeulute-the-t~l:mihe-rediietions-calonlaled
IUHIerAd-HdAltis”ubsca tion fbratlUffcklcHI leHsesmi-pro|>erUes:

(A-J-the-prothtoer-sh illa Am.ttIK-i(nHHinl-ore\ccst-tav™a'(lil-,4\s-11»0
lotal-calt-ulated-uiuleiH-2 )-ol4his-sul-seclionr buHiui to less than-zero-

(4-)—any-amount-of-exoess- ax-credilsHvnKuning-allor reduction under-f34-ol

(in)  N»m itlistandinti anv coiila \ provision of AS 38.03,180(i). AS 11.00.010.
1S 43.55.024. or 1'43.025. ilk' department shall provide In regulation a method to
ensure iliat lor a calendar vear I»r which a producer's tax liability a limited Hi
AS 4355.011i(t) ur |kIL lax credits otherwise available undet \S.38.0"5.180().
\s 4L00.JMO0. \S 43 .55.024. or 45.55.025 and allocated to oil or gas subject to llie
limitations in AS 43.55.01 iijl and (kj are accounted lor as iluuioh the credits had
been applied lirsl aouiiisl a ta\ liability cakulatcd without regard to the liinijalioik
mulct \S J’55.011(j) and ik) so as to reduce the lax liabilitv to the masimnm
amount provided lor under X I\5\0I'(j) lor the production ol gas pi
\s 13.55.01 1ky for the production of oil. lhe leutilatipn must provide lot a
reasonable method to alloeale lay eiedits to oil or gas subject to AS 4ksrOl Itj.) and
(ki. <>nlv the anioimi ol a tax eiedit entaininu alter the accounting prov ided lor tinder
this suhscction mav he used for a later calendar vear. transferred to another person, or
applied against a tax levied 10r J*>S| oil or gas produced from a lease oi property
located anywhere in the Simoon the production of oil or gas not subject to
\s 4v55.Ul I(j) “t OS) to the extent otherwise allowed mulct .ipplietible law

governing the taX credits..

* SeC. 22. AS 4 ».55.011is amended bv adding a new subsection lo read:

(ot Notwithstanding otltoi provisions of this section, lot a calendar ve.n
before 2022. the tax levied nndei tv'’ ol litis section lor each 1.000 cubic leel ol gas
or eas produced front a lease ot properly outside the ( ook Inlet sedimentary hasin

A7- M_s< SHH1t 21011 IN) tint
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und-used-in-the stnte mnHHtot-exck”~Mhe-iimounHilAax-4or-eacJv-1-d)00-&ubie-4<?tft--of

gHVIbaH*KleitM4ni«ed-under-1 j)(~h»f-thi* -seetioih
-N-Seo”™2-321. AS 43.55.020(a) is repealed and reenacted to read:

(a) For a calendar year, a producer subject to tax under AS 43.55.011(e) - (i)

shall pay the tax as follows:

(n an installment payment of the estimated lax levied by
AS 43.55.011(e) —{-yaiul li). net of any tax credits applied as allowed by law. is due
for each month of the calendar year on the last day ol the follow ing month: except as
otherwise provided under (2) of this subsection, the amount of the installment
payment is the sum of the following amounts, less 1/12 of the tax credits that are
allowed by law to be applied against the tax levied In AS 43.55.011(e) —gaud <i) for
the calendar year, but the amount of the installment payment may not he less than
zero:
(A) for oil and gas produced from leases or properties in the
state outside the Cook Inlet sedimentary basin or- not -subject u<
\s 43.-55.ul 1(0). other than leases or properties subject to AS 43.55.011(f).
the greater of
(i) zero: or
<ii) the sunt of 22? 5 percent and the progrcssivily lax
rale calculated under As4 *.55.011(g) multiplied by ui the remainder
obtained by subtracting 112 of the ,roduccr's adjusted lease
expenditures for the calendar year of production under AS 43.55.165
and 43.55.170 that are deductible for the leases or properties under
AS 13.55.160 from the gross value at the point of production of the oil
and gas produced from the leases or properties during the month for
which the installment payment is calculated:
(It) for oil and gas produced from leases or properties subject
to AS 13.55.011d), the greatest of
(i) zero:
(ii) zero percent, one percent, two percent, three

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

S( s ( Stilt 21011 IN) mu -18- 110.0mi.
d. =" . MbLir-1 1)



-WORK ORAFT WORK DRAFT 25-0110014"

production of the oil and gas produced from thoseall leases or

properties durinc the month for which the installment pa\mcnt is

calculated; or
(iii) the-sum *>(-222.5 percent atid-lhe-prrigress*vity-tax

rate-calciiliiicd-uiidcr—AS4:'.->5.(»| 1(g) multiplieddvr-of the remainder

6 obtained by subtracting 1/12 of the producer's adjusted lease
7 expenditures for the calendar year of production under AS 43.55.165
8 and 43.55.170 that are deductible for those leases or properties under
9 AS 43.55.160 from the gross value at the point of production of the oil
10 and gas produced from those leases or properties during the month for

11 which the installment payment is calculated:

12 (C) for oil and gas produced from each lease or property
13 subject to AS 43.55.01 I(j).Joi (k). or-(0). the greater of

14 (i) zero: or

15 (ii) the sum of 222,5 percent and the progressiv-ily tax
16 rale calculated under AS 43.55.01 Kg) multiplied by of the remainder
17 obtained by subtracting KI2 of the producer's adjusted lease
IS expenditures for the calendar year of production under AS 43.55.16:
19 and 43.55.170 that are deductible under AS 43.55.160 for oil or gas.
20 respectively produced from the lease or property from the gross value
21 at the point of production of the oil or gas. respectively , produced from
kdl the lease or property during the month loi which the installment
23 payment is calculated:

24 (2) an amount calculated under (1)((’) of this subsection for oil or gas
25 produced from a lease or property subject to AS 43.55.01 I(j). u». or (ok) may not
26 exceed the product obtained by carrying out the calculation set out in
27 AS 43.55.01 Itj)( 1) or (2) oi 4».55.0Mi*d. as applicable, for gas or set out in
28 AS 43.55.011<k)(l) or (2). as applicable. Ibr oil. but substituting in
21> \S 15.55,01 I(jj| I'[(A) or (2ItA *or -1 * 55.n| |(0). as applicable, the amount ol taxable
30 gas produced during the month for the amount of taxable gas produced during the
31 calendar year and substituting in AS 45.55.01 I1<k)(1)(A) or (2)( A), as applicable, the

ol). M s <si lit 211111(1 IN) HIM
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amount of taxable oil produced during llie month for the amount of taxable oil
produced during the calendar year:

(3) an installment payment of the estimated tax levied by
AS 43.55.01 I(i) lor each lease or property is due for each month of the calendar year

on lhe last day of the following month: the amount of the installment payment is the

sum of
(A) the applicable lax rate for oil provided under

A S43.55.01 I(i). multiplied by the gross value at the point of pioduclion of
the oil taxable under AS 43.55.01 I(i) and produced from the lease or property

during the month: and
(8)] the applicable tax rate for gas provided under

AS 43.55.01 I(i). multiplied by the gross value at the point of production of

the gas taxable under AS 43.55.01 I(i) and produced from the lease or property

during the month:

(4) am amount of lax levied by AS 43.55.011(e) - (i). net of any
credits applied as allowed by law. that exceeds the total of the amounts due as
installment payments of estimated tax is due on March 31 of the year following the
calendar year of production.

* See. 24.22. AS 43.55.020(g) is amended lo read:

(9) Notwithstanding any contrary provision of AS 43.05.225. an unpaid
amount of an installment payment required under (&)( 1) - (3) |(a)(l) - (4)] of this
section that is not paid when due bears interest (1) at the rale provided for an
underpayment under 2b 1.S.C. 0621 (Internal Revenue Code), as amended,
compounded daily, from the date the installment payment is due until |III1 |
March 31 following the calendar sear of production |I)] NCRIRI 1) IN
AS 43,55.030(a)|, and (2) as provided for a delinquent lax under AS 43.05.225 after
that March 31. Interest accrued under (1) 0f this subsection that remains unpaid alter
that March 31 is treated aS an addition to tax that bears interest under (2) 0f this
subsection. An unpaid amount 0f tax due under (3)(4) |(a)(5)| of this section that is
not paid when due hears interest as pro\ ided for a delinquent tax under AS 43.05.225.

* See. 25.23. AS 43.55.020(h) is amended to read:

si s< MIU 2001(1 IN) .on -20- )
it 17.0i. f %) |, evVAYM . V.w bUi w I
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(h) Notwithstanding any contrary provision of AS 43.05.280.
(1) an overpayment of an installment payment required under (a)(1) -
(3) [(@(1)-(4)] of this section hears interest at the rate provided for an overpayment
under 26 U.S.C. 6621 (Internal Revenue Code), as amended, compounded daily, from
the later of the date the installment payment is due or the date the overpayment is

made, until the earlier of

(A) the date it is refunded or is applied to an underpayment: |.|

or
(B) I'flir-J March 31 following the calendar year of
production IDESCRIBED IN AS 43.55.030(a)|:

(2) except as provided under (1) of this subsection, interest with
respect to an overpayment is allowed only on any net overpayment of the payments
required under (a) of this section that remains after the later of [TIIK| March 31
following the calendar v ar of production |I)I:SC’RIBHD IN AS 43.55.030(a)] or
the dale that the statement required under AS 43.55.030(a) is filed:

(3) interest is allowed under (2) of this subsection only from a date
that is 90 days after the later of 111110 March 31 following the calendar vear of
production 11)1 SCRIBI I) IN AS 43.55.030(a)] oi the dale that the statement
required under AS 43.55.030(a) is tiled: interest is not allowed if the overpayment
was refunded w ithin the 90-day period:

(4) interest under (2) and (3) of this subsection is paid at the rate and

in the manner provided in AS 43.05.225( 1).

* Sec. 2624. \s 0.:v\O..Vo.ii is amended to read:

(a) \ producci Ol oxplgrcrjiuy tube a |a\ credit for a qualified capital
expenditure as follow s;

lit notwithstanding that a t.untitled capital expejtnliiuie may tv a

deductible [ease expenditure lor purposes ol calculating the proiluction (ax v.ilml of

oil and gas mulct \s J* 55 lul)(uj. unless a credit lot that expenditure is taken under

\s ;x.05.180(i). \s 11 09.(110. AS 13.20.01* or \s 13.55.025, a producer

explorer that incuts a qualified capital expenditure may also elect to apply [I MslJa

tax credit against a lax levied liv )[)I I I NI KJ \s J* "*>01 I(ej in the amount *|

-21- s< SCSI 1020111 (FIN) mil
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20 percent oi lin', expenditure: lionever, not more Ili:m hull'of the tax credit mav

he implied for a single calendar vear:
(2) i producer or explorer miiv take a credit lor a tjiialilicd capital

expenditure incurred in connection with geological or ucoplnsical explocatinil or in

connection will) tin cxploraiion well only 1t*llie producer or explorer tPROVIDES TO

. DI-PAKTMI-NT. Av X\R1 O- Till- STAMM I-NT KliOUim-D UNDRR
AS 43.55.0301:0 1QR IHI- CAI.INPAK YI-AK IOR WHICH Il CRI11)1L IS
sorciin io m- iakia. tiii®PRODUCI-irs or f:\riorik's writti-ni
acricimi\ [l

(A) agrees. in writing. tn [lie amdicalde pruvisions ol

JLPAR IMIV | O \A 1 RAI

RISOI RC1S. miORI Ml  1AMR O 50 DAYS AIIIR
COMI’TTMON O Mil (il OF (Kill \I' OR (.MORIIYSICAI DAI A

'ROI 1SSI\(. OR (OMIM L 1ION Ol 1l WI11. OR 50 DANS Al MR
Mil s| \[| MI N[ Is Ll 1D.01 Mil DAM Ol t OMIM L LION \N|) 10

st HMI1 \ RIRORI [0 HIM DLR\R IMI N1 1S RIMINL 10
'ROI 1SSINO SI O INCI AND RROVIDI A 1ISI OI DAl a §| IS
W M Mil 1;
(H) snhmits [IO RROVIDI | to nie L)eparlineiit .4 Natural
Resources all «izi dial >\nuld lie miuircd In lie suhruitted under
\s 43.55.(125(14(2) 1 Will UN %0 OA4S \Ill { INl DAM O |\
REOI1SI. SITCeMi in 1A S |s. \NC|| \RY DM \. \ND
RII'oR is IDI M il I ) IV i\H)| Mils RARAOKARIIJ:
(3) a t»\ credit Ini",i muddied o:))il;il expenditure In explore lor.
ile\eli)}>. nr produce oil nr gas deposits subject to AS 43.55.0LI(1) i mil De
Jd))od against i 1:iv vai NIl OF gas produced from ;i lease or properly not snlijeel

It \S 43.55.1H 1)

N1 TV, \O TN\ TISI3K\)\(* AW I'RO\ |s|o\ o]

\S >8. Mil MI I"Mil MI\I Ol \ \ 11 RAI RI SOI R(Is sll\I I 1HOIl)
CONI ID) N il \l Mil INIORVUION RROVIDIP 10 HIM
DI FARIMIN | I\[)I R Mils R\R MiRAI'll [10OR i MARS

(IM’SHIT 2(10K(TIN) .nit I11Uoule
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following mi: completion date. aiti-k which mi-:

PKPARTMKNT SHALIL in'MLICLY RKKKASI- Till- INI <QRMATION
Al KK 30 DAYS’ #1'BI.IC NO 111 1],

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

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

2522.5 [20J percent of a carried-forward annual loss. A credit under this subsection
may be applied against a tax levied bv (DUE UNDER] AS 43.55.011(e). For
purposes of this subsection, a carried-forward annual loss is the amount of a
producer's or explorer's adjusted lease expenditures under AS 43.55.165 and
43.55.170 for a previous calendar year that was not deductible in calcnlatiim

production lax values for that calendar year under AS 43.55.160 |AS 43.55.160(b)

AND (e)].

* See. 26. AS 4333023(d) is amended to read:

id) Except as limited In (il of this section, a person that is entitled in take ,i
tax credit under this section, other than a ta\ credit described in (a)(3) of this
section, and that wishes lo transfer the Nnilset! credit to ;in*>lhcr person Nr obtain a
cash payment mav .ipph to the department for IA I Iran fnablc lax credit ccrtificatcx
[(I Kill K \'11j, \ii application under this subsection inlist be in a lorm proscribed
In the department and must include siipportim information and documentation that
the department reasonably requires. Illte department shall eranl oi deny an
application, or eralil an application a-, to a lesser amount than that claimed and deny it
a to the excess, not laici than 120 |00J days alter the latest ol t1) March 'l ol the

xear following llie calendar year in which the qualified capital expenditure or earried-

Idrwaid annual loss for which the credit h claimed was incurred: (2i |l Mil
V%[ \V ] is R (0O IRID) I\|)l R \S 43 55.030(a) It) I11 \SIMI MIM
()\ OR HI' ORI M\R(C Il M Ol 1l M \K IOl lTOWIM .11l I M I M) \K
M \R [\ WHK Il THIOt M Il 1o MMIA TAVIPIADI M RI s IIR ( \RR]| |>-
IORWARD WM MI OSS |OR \W I 1 11l 1 RIEDIT IS (IMMI 1) WAS

IN( | RRI 1).| the dale the statement required under \S 43.55.03tl(.i) Or (€) was
tiled tiir Nic calmilar xear in u liiehjJte <pt:itilietl eapilal expenditure or eaineil

forward annual loss for which the credit is claimed was incurred: or i M lhe dale

1102110) It- -23 s< s CSIi 2IHH'IN)mi)
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llie application was received In the department. 11, based on (lie information then
available to il. llie department is rcasonahlx satisfied that (Ik- applicant is entitled lo a
credit, llie dcpariment shall issue the_jipplicant two IA |l _transl'erable lax credit
certilicates. each |[(TK NI K A1l | lor halt'of the amount of the credit, | lie credit
shown nn one ol the two ecrtilicatcs is available for immediate use, llie credit
show n on the second ol' the two certificates mav not lie applied against a tax lor a
calendar \ear earlier than the calendar vear followin'! the calendar vear in
which the certificate is issued, and the cerlilicate must contain a conspicuous

statement to illat effect. A ccrlir.alc issued tinder this subsection docs not expire.

Sec. 27. AS 43.55.02 v(cj is amended to iv;id:

u (i - \ person towhich a iraosforaMc tax credit cerlilTcitte is issued under (d)
12 ot this section tua\ transfer the certilieate to another person, and a transferee mav
13 lurther transler ills' cerlilicate. Subject to the limitations set out in (a) - (cl) 1(a) - (c)|
14 ol this seeti »n and notwithsunulinu ain action the department max take with respect
15 to the applicant under (e) ol this section, the owner ol a certificate max flppjv (he
16 credil tvr a nonionot' the eredit shown on the certilleate on!\ aeainst a tax levied In
17 (DI 1 1 \I)I KI \S 43.55.01 1(e). lloweyer. a eiedit 4nn\n on a transferable lax
IS ciedit certificate wax not he applied to reduce a transferee's t«.til ta\ liahiliix 11)1 M
19 under \x 13.55.011(c) for [<>\J oil and eas produced during a ealendai \ear to less
201 than St) percent ol the las that would otherwise he due without appUiiie that credit
21 \in portion id a credit not used under this .uhsecliou max he applied in a Lliter
n peri«ul.

23 See. 2N. AS 43.55.023(i) is amended to read:

24 (i1 1or the purposes o f this section.

25 (n a producer's or explorer's transitional investment expenditures are
26 the sum of the expenditures the producer or explorer incurred after March 31. 2001.
27 and before April 1. 2006. that would be qualilicd capital expenditures if thex were
2S incurred after March 3 1. 2006. less the sum of the pax meats or credits the producer or
26 explorer received before April I. 2006. for the sale or other transfer of assets,
30 including geological, gcoplnsieal. or well data or interpretations, acquired In the
31 producer or explorer as a result of expenditures the producer or explorer incurred

M_s<M |It 20AU(hIN) him -24- Il 1»200u-
FW I.l-t)ml IKU AN NIVIAAY
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before April 1. 2006. that would be qualified capital expenditures, if they were
incurred alter March 31. 2006:

(2) a producer or explorer that did not have commercial pYOdUCtiOH
of oil or tas from a lease or property in the state before .lannurvApnl 1
20082(11)0, may elect to take a tax credit against a tax levied hv IDUE UNDER|
AS 43.55.011(c) in the amount of 20 percent of the producer's or explorer’s
transitional investment expenditures, but only to the extent that the amount does not
exceed 1/10 of the producer's or explorer's qualified capital expenditures that WEI€arc
ilielirred after—March-31.-2006.—and-before-danutirv-1—2008-LARI—I-N( 1-RR14)
D)I-IRLN(4 111 (At 1 NDAK-Y4 AR4-LMAV IIICLI-I LIE CRI L)LIMS 1Akl Nam ing
the calendar year lor which the credit is taken:

(3) a producer or explorer may not take a lax credit for a transitional
investment expenditure

(A) for any calendar year after (fill 1.ATER OL
(i)| 2013: |OR
(i) MIL SIXTH CALENDAR YEAR ALTER Till:

CALENDAR YEAR LOR WHICH 1111: PRODUCER 1IRSI

APPLIES A CRI 1)11 UNDER [111IS SUBSECTION AfiAINS 1 A

TAX DI L UNDER AS 43.55.011(e). I IDE PRODUCER DIIl) NO I

HAVE COMMI RCIAlI PRODUCTION Ol Oil OR (iAS IROM A

I 1 ASI: OR PROPERTY IN I1II: STA'l I: HI LORI; APRIL 1. 2006:|

(I1) more than once: or
(© if a credit for that expenditure was
\'s 38.05.180(i). AS 41.00.010. AS 43.20.043. or AS 43.55.025:

(4) notwithstanding (d). (e). and (g) of this section, a producer or
explorer may net transfer a tax credit or obtain a transferable lax credit certilieate for
a transitional investment expenditure.

* See. 2820. AS 43.55.023 isamended hv adding a new subsection to read:
(/> Notwithstanding the limitation on the Use ol a trattslerable lax credit Iw it
iittnsl'eiec under (e) of ibis section and subject to appropi iations mndc by law. if and

lo the extent that purchase ol liansleiabie lax ctodils by the \laska Retirement

I1C iM ilf -25- <tsC’SIIH 2 HI(I'IN)«iiii
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Mfmagem<mt4 30 HH}s-iWtheriy.ed by-law-nhe-depafmitfnt-*hall-issue-tH:\ ish-wfund-to
the—Alasku-dletiwrneni-Manngemenl-Bonrd- for-H-trnusferable -tax-eredil-oBg-inally

issuedAe-n-perM>n-undor-(dH>I-this-xctTion-and-purc-hased4>\-lhe-AJaska- Retirement
vlanacement-Boardt/) An emits that is exempt from taxation mulcr this chanter mav

not appl\ ID)ra transfer;!hie tax civ Jit certificate.

* See. 2-930. AS 43.55.025(a) is amended to read.

25-G110014

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

production tax levied bv [DUI: UNDHR] AS 43.55.011(e) or|<>R (f-))J is allowed lor

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

one of the following:

(1) 30 (20j percent of the total exploration expenditures that qualify

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

(2) 30 (20( 01 RCR\ I percent of the total exploration expenditures
I OR WORK PHRFORMFD BHFORHJULY 1. 2007. AND] that qualify only under

(h) and (d) of this section:
(3) 40 percent of the total exploration expenditures that qualify under

(b). (c). and (d) of this sectionlor
(4) 40 percent of the total exploration expenditures that qualify only

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

* See. 30.31. AS 43.55.025(b) is amended to read:

(h) lo qualify for the production tax credit under (a) of this section, an

exploration expenditure must be incurred for work performed |ON OR]| alter
December 31. 21H»>200~ IJUl Y 1. 20031 and before July 1. 2016.11 XC | PI I1IA |
AN IvXIMORATION I.XPFNDITURIi FOR A COOK INLI-T PROSPFCT MUSI
HI. INCURRFD IOR WORK PFRFORMFI) ON OR AF H RJULY 1. 2005.|and

(1) may be for seismic or other geophysical exploration costs not
connected with a specific well:

(2) if for an exploration well.

(A) must be incurred by an explorer that holds an interest in
the exploration well for which the production tax credit is claimed:

<R) may be for either a |[AN Oil OR (iAS I)ISCOVFRY]|

THL21TT <
U'w iVl N J-1 L itint IOKLb rKt' .» i1 i-«Ai>i
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well that encounters an oil or tins cleposit or a dry hole: [A:ID]
(C) must he lorn Well that has hcon completed, suspended,
or abandoned under AS 34.05.030 at the time the explorer claims the tax
credit under (0 of this section: and
(1)) must he for goods, services, or rentals ol personal
properly reasonably required for the surface preparation, drilling, easing,
cementing, and logging of an exploration well, and. in the case of a dry hole,
for the expenses required for abandonment if the well is abandoned within 18
months after the date the well was spudded:
(3) may not be for [TESTING. S IIMULATIQN. OR COMPLETION
COSTSZ| administration, supervision, engineering, or lease operating costs:
geological or management costs: community relations or environmental costs:
bonuses, taxes, or other pasmens to governments related to the well: COSS. including
repairs and replacements, arising from or associated with -fraud—wilful
miseomliiei. gross negligence. criminal negligence. or violation of law, including
a violatioa of 33 I.5.C. 1310<c)( 1thealtli. safety, or ealiroamental statutes or
1321(b)(3) (Clean Water Act(.regulations: or other costs that are generally
reeogni/ed as indirect costs or financing costs: and
(-) may not be incurred lor an exploration well or seismic exploration
that is included in a plan of exploration or a plan of development for any unit
ONbefore Mav 14. 2UU3 j(>v MU 13, 2003).
* See. 31.32. AS -13.55.025(c) is repealed and reenacted to read:
(c) lo he eligible for the 50 1 percent production tax credit authorized by
(a)(1) of this section or the 40 percent production tax credit authorized by (a)(3) of
this section, exploration expenditures must
() quality under (b) of this section: and
(3) v lor an exploration well, subject to ilk following:

(A) Dbefore spudding the well.

)] the explorer shall submit to the commissioner of
natural resources the information necessary to determine whether the

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

H2ur -21- x<'s ( SIH 201001 IN) nut
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