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

well: and
(i) al-dte-time-oMK”requesl”™w-a-detmninittiBn-iindeF

(i-R—the—eommissioner—of—natural - resources -may—request— rout—fhe
eriplorer-tbat-speeilie-data-setST-aneillary-data-and-reports-ineluding-all
resultsr-inul-eopies-of-data-eolleeteil-and-dala-itnitlyses-loi-tbe-well-bo
providod-to-the-4-)epartment o f NflUiraM”esourcos-upon-oompletioiv-of
the—w-elk—in—this—stibparagrnplk—well-dala—includes—all -analyses
conducMed on-physicaf-mnterial.-und-welf-logs-collecled-fronwhe-vvell
nnd-sample-HFialysesMesiing-geophysicnl-and velocuty-data-UKduding
vertical seismic—proltles-and-cdiecT;—shot—surveys™—testing—data and
analyse*—age—data:—geochemical—analyses:—end-accesv-Ut—tangible
materiakHnu!

(iii-f-the eomniissioner of natural resources must make
an affirmative determination on whether the-gc* logical-objective =
the well is-a potential oil or-gas trap that is-disiinctly-separate ti<ni any
trap that-has been lestcd-by a-preexisting-woll and what inl'ormation
under tii) must be submitted alter completion, abandonment.- or
suspension under AS 31.05.0.0k|uestiou: the commissioner of natural
resources shall decide whether to make that determination within 60
days alter receiving all the necessary information from the explorer
and based on the information received and on other information the
commissioner ol natural resources may consider relevant:

(It) for an exploration well other than a well to explore a Cook
Inlet prospect, the well must be located and drilled in such a manner that the
bottom hole is located not less than three miles away from the bottom hole of
a preexisting well drilled lor oil or gas. irrespective of whether the preexisting

well has been completed, suspended, or abandoned;

(© after completion, suspension, m abandonment or
suspension mulct \s *1.05.030 of the exploration well, the commissioner of

natural resources must determine that the well was consistent with

st s CM 11t 2IKIMI IN) itlll -28- 11K200U-
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«duev4ngadcqualclv achie\ed the explorer’s stated geological objective.
* Sec. 32.33. AS 43.55.025(0 is amended to read:
(0 For a production tax credit under this section.

(1) an explorer shall, in a form prescribed by the department and4
except for a credit under (/) of this section, within six months of the completion of
the exploration activity, claim the credit and submit information sufficient lo
demonstrate to the department's satisfaction that the claimed exploration expenditures
qgualify under this section: in-add ition—the-explorer-shnll -submit-information
neeessmv-for the eominissioner of natural-resources-to evaluate the-validitv ol
the--explorer's-compliance with the-mtnimnenls of-lliis section:

(2) an explorer shall agree, in writing.

(A) lo notify the Department of Natural Resources, within 30
days after completion of seismic or geophysical data processing, completion
of |A| well drilling. or filing of a claim for credit, whichever is the latest, for
which exploration costs are claimed, of llie dale of completion and submit a
report to that department describing the processing sequence and providing a
list of data sets available: |[IF. UNDER (c)(2)(H) OF THIS SECTION, AN
EXPLORER SUMMITS A CLAIM FOR A CREDIT FOR EXPENDI11 IRKS
FOR AN EXPLORATION WELL THAI IS LOCATED WITHIN THREE
MILIL.S OF A WELL ALREADY DRILLED FOR OIL AND CAS. IN
ADDITION TO 'NIL SUBMISSIONS REQUIRED UNDER (1) OF 11IS
SUBSECTION, THE EXPLORER SIIAI L SUBMII Fill. INFORMATION
NECESSARY FOR THE COMMISSIONER OF NATURAE RESOURCES
10 EVALUATE; NIL. VALIDITY OF 11l EXPLORER'S CLAIM TIIAF
imi-: WELL IS DIRECTED Al a DISTINCTLY SEPARATE
EXPI.ORA'l ION TARGET. AND MIL COMMISSIONER OF NA'l URAL
RESOURCES SHALL. UPON RECEIPT Ol ALL EVIDENCI
SULTICIENI IOR HIE COMMISSIONER TO EVAILUAIE. fill
EXPLORER’S CLAIM. MAKE 111A 1 DI TERMINATION WITHIN 60
DAYS: |

(B) In provide tn the Department ol Natural Resources, within

o 29- m s CStilt 21011 IN) il

it irnvvi:: <w
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30 days after the date of a request, UNless a longer period is provided hv the
Department of Naturn| Resources, specific data sets, ancillary data, and
reports identified in (A) of this paragraph; In this subparagraph.

() a seismic or geophysical data set includes the
data for an entire seismic survey, irrespective of whether the
survey mens coverarca covers nonstate land in addition to state
land or land in a unit in addition to land outside a unit;

(if) well data include all derivative products, results,
and copies of data collected and data analyses for the well: well
logs: sample analyses: geophysical and \elocitv data including
vertical seismic profiles and cheek shot wmivevs: and tangible
material including. for each whole core collected, a lengthwise cut
sl:ih ilial is al least 1/3 f ilic whole core volume, and
representative samples, as specified hv the Department nf \ati'‘aj
Resources, of oilier gaseous. liipiid. nr solid material collcctc,
from drilling or testing the well:

(O that, notw ithstanding any provision of AS 38. information
provided under this paragraph will he held confidential by the Department of

Natural Resources
(1) in the ease of well data, until the expiration of the

2-1-monlh period of confidentiality described in AS 31.(1S.035(c) K
without extension, aHer winch Ilie DepartmeiP of Natural
Resources 110K 10 YhARS IO0L.IOWING Till! COMPM-TION
DA [H|. al which lime the Detuirtment of Nntnrnl Resources | Al
WHHTt I 1\ THAT DI PAR IMI-NTI will release the information
after 30 days' public notice unless, in the discretion of the
commissioner of natural resources, it is necessary to
protedwilhhold the well dala in order to avoid disclosing
information relation to the valuation of nnleascd acreage in the
same vicinity, or unless tin* well is on private Innd mid the owner,
including the lessor lint not the lessee, ot the oil and gas resources

M- iticunic
"nh t inyi.cm- ts\. '$"WkTw /
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hns-not-»iven permissionCo-relcnscthe-well-dntn;

(i) in the case of seismic or oilier geophysical data,
other than seismic data acquired In" seismic exploration subject to
(/) of this section, for 10 years following the completion date, at
which time the Department of Natural Resources will release the
information after 30 (lavs' public notice. except-ns-to seismic or
other-geophvsical-datnneuuired-iyom -private-Inmfr-unless-the
ow-ner.-incInding--n—essor-Imt- not -a-lessee,—of-the-oil-and-gas
resoarees- in the-private Inml—gives—permission—to--release- the
seismic-or other geophysical data associated with the-private--land;

(ii) in tlie case ol .seismic data obtained hv seismic
exploration subject to (/) of this section, only until the expiration ol
30 tlavs' public notice issued on or alter the dale the production
tax credit certilieate is issued under (5) of this subsection:

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

exploration, each explorer may claim an amount of credit that is proportional to the
explorer's cost incurred:

(4) the department may exercise the full extent of its powers as though
the explorer were a taxpayer under this title, in order to verify that the claimed
expenditures are qualified exploration expenditures under this section: and

(5) if the department is satisfied that the explorer's claimed
expenditures are qualified under this section and that all data reunired to P
xiilmiittcd tinder this section have been snlimilted. the department shall issue to the
explorer a production tax credit certilieate for the amount of credit to lie allowed
against production taxes 1evied [V AS 43551111(C) or (ft: the credit is available lor
immediate use: nolw ithstanding anv contrary provision of AS 3X, AS 111.25.1(H).
or AS 43.05.2311. the following information is nul confidential:

(A) llie explorer's name:

(It) the date of the appliealion:

(') Hie location of the well or seismic exploration:

(I)) the date of the department's issuance of the certificate;

1Dnle 1. SCSCSIHt 22)01(1'IN) mu
|
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and

(K) the dale on which the information required to he

submitted wunder this .section will be- released (DUE UNDER

AS 43.55.011(c) OR (0J.
* See. 33;34. AS 43.55.025cl:) is amended to read:

(u) An explorer. other than an entity llial is exempt from taxation
this chapter, mav transler. coin ex. or sell its production tax credit certilieate to am
person, and anv person who recciles a production lax credit certilieate mav also
transler. u «tVcy.jir sell the cerlilicate.

- Sec. 35. .AS 43.55.025(h) is amended to rend:
Ih) _\ producer that purchasesji protitiCHOP 1\ eredilcertilieate ma\ applv

the credits nuninsi its production las levied hv [IIAMITTIV 1NI)I'R|
AS 43.55))13(cj [OR (f)|]. Regardless of the price llie prodtteer ptiid lor the
certilieate, the producer mav receiven creditnuainsi its production uix (lability lor llte
lull aiHptinl ol'llie credit, bin lor not nj_piv than the amount for which the cerlilicate is
issued. A production tax credit uljowcd under this section may not be applied more
than once.
See. 36. AS 43.55.025(i) is repealed and reenacted to read:
(i) For aproduction tax credit under this section.

(1) a credit max not be applied lo reduce a taxpayer's tax liability
under AS 43.55.011(e) or 10 below zero for a calendar year: and

(2) an amount of the production tax credit in excess of the amount that
may be applied for a calendar year under this subsection may be carried forward and
applied against the taxpayer's lax liability under AS 43.55.011(e) oi (I) in one or more

later calendar years.

* See. 34.3". AS 43.55.025(k) is amended by adding a new paragraph to read:

(4) "preexisting well" means a well that was spudded more than 540

days but less than 35 years before the date on which the exploration well lo which it

is compared is spudded.

* Sec. 35.38. AS 43.55.025 is amended by adding a new subsections subsection to read:

(/) Subject to the terms and conditions of this section, if a claim is tiled under

x( N (Milt 20001 IN) wni -32- llizooit'
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(0( 1) of this section before January 1, 2016. a credit against the production tax levied
by AS 43.55.011(e) oH-f) is allowed in an amount equal lo live percent of an eligible
expenditure under this subsection incurred for seismic exploration performed before
July 1.2003. To be eligible under this subsection, an expenditure must
(1) have been for seismic exploration that
(A) obtained data that the commissioner of natural resources
considers to be in the best interest of the state to acquire for public
distribution: and
(13) was conducted outside the boundaries of a production unit:
however, the amount of the expenditure that is otherwise eligible under this
section is reduced proportionately by the portion of the seismic exploration
activity that crossed into a production unit: and

(2) qualify under (b)(3) of this section.

(nH- SubjecH* >appropriations -made- by- Javrrif and to dte'e.vlent-lhut-pHtvhuxe
ofiriHtslbrahlc-tax c-rcdil*r4>y-tho-Alaska Retirement Management Hoardds-authori/ed
by-law. the-departmeitt shall—ssue it—cash—refund to -the—Alaska—Retirement
Management Hoard lor it transferable tax--credit--originally issued lo-an-o.vplorcr under
(It of this section and purchased In- the Alaska Retirement Management Hoard.

* See. 36.3V. AS 43.55.030(a) is amended to read:

() A producer that produces oil or gas from a lease or property in the
state during a calendar year, whether or not niiv tax payment is due under
As 43.55.0211(a) lor that oil ot gas. | fill IN-RSON PAVIMCi Il 1Il IAN]| shall llie

with the department on March 31 of the followiug Near |I()] LOwING NI
( ALKNDAR YHAR IOR WHICH Nil TAX WAS I1iVIl 1)| a statement, under

oath, in a form prescribed In the department, giving, with other information required,

the following:

(1) a description of each lease or property from which | 111l | oil OF
|[ANT)| gas was |WI Rl | produced. In name, legal description, lease number, or
accounting codes assigned In the department:

(2) the names of the producer and, If different, the person pay ing the

lax, ifanv:

lli<2IKMc -33- Ms CSHIt 2(HU(riN) too
i T ee e | 'likHM'i* RKAOANAVt
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(3) the gross amount ol'oil and the gross amount ol’gas produced from
each lease or property, and the percentage of the gross amount of oil and gas owned

by the fLACI I| producer (FOR WI IOM THE TAX IS PAID]:

(4) the gross value at the point of production of the oil and of the gas
produced from each lease or properly owned by the | FACT 11 producer and the costs
of transportation of the oil and »as [FOR WI IOM TI IF TAX IS PAID];

(5) the name of the first purchaser and the price received for the oil
and for the gas. unless relieved from this requirement in whole or in part by the
department: |[AND|

(6) the producer's Qualified capital expenditures, as defined in
AS 43.55.023. other lease  expenditures |AND ADJUSTMENTS AS
CALCULATED] under AS 43.55.165. and adjustments or other payments or
credits under AS 43.55.17(1:

(7 the production tax values of the oil and tias under

AS 43.55.160:
(8) anv claims for tax credits to be applied: and

(9) calculations slum ini; the amounts. if anv. that were or are due
under AS 43.55.020(a) and interest on anv underpayment or overpayment

[AS 43.55.160 -43.55.170].

* Sec. 37.40. AS 43.55.030(d) is amended to read:

(d) Reports repaired under this section 113V OR ON HLIIALI OF Mil.
PRODUCER! are delinquent the first da\ following the da\ the report is due. The
person reunired to file the report is liable for a penalty, as determined hv the
department under standards adopted in regulation hv lhe department, id" not
more than Si.000 for each dav the person fails to llie the report at the time
reunired. lhe penalty is in addition to the penalties in AS 43.05.220 and
43.05.290 ami is assessed, collected, anti paid in the same manner as a tax

deficiency under this title. In this subsection, "report™ includes a statement.

* Sec. 38.41 AS 43.55.030 is amended In adding new subsections to read;

(e) An explorer or producer that incurs a lease expenditure tinder

AS 43.55.165 or receives a payment or credit under AS 43.55.170 during a calendar

- - 11 KAMI 11-
.. .(Il ..
K | ..U,l kil /liiM .W Tro;
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year but does not produce oil or gas from a lease or property in the state during the
calendar year shall llie with the department on March 31 of the following year a
statement, under oath, in a form prescribed by the department, giving, with other
information required, the following:

(1) the producer's qualified capital expenditures, as defined in
AS 43.55.023. other lease expenditures under AS 43.55.165. and adjustments or other
payments or credits under AS 43.55.170: and

(2) if the explorer or producer receives a payment or credit under
AS 43.55.170. calculations showing whether the explorer or producer is liable for a

lax under AS 43.55.160(d) or 43.55,170(b) and, if so, the amount.

n The department may require a producer, an explorer, or an operator of a

lease or property lo Ilie monthly reports, as applicable, of

(1) the amounts and gross value at the point of production of oil and

gas produced:

(2) transportation costs of the oil and gas:

(3) am unscheduled interruption of. or reduction in the rale of. oil or
gas production:

(4) lease expenditures and adjustments under AS 43.55.165 and
43.55.170:

(5) joint interest billings:

(6) contracts for the sale or transportation of oil or gas:

(7) information and calculations used in determining monthly
installment payments ofestimated tax under AS 43.55.020(a): and

(8) other records and information the department considers necessary

for the administration of this chapter.

* See. 30.42. AS 13.55.040 is amended to read:

See. 43.55.1140. Powers of Department of Ucvenuc. | xcept as provided in

AS 43.05.405 - 1v05.499. the department may

(n require a person engaged in production and the agent or employee

of the person, and the purchaser of oil or gas. or the owner of a royalty interest in oil

or gas to furnish, whether In the tiling id’ regular statements or reports or otherwise.

> M N (SI 12001 (= IM milll
fRsr W/V/imv/
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additional information that is considered by the department as necessary to compute
the amount of the lax; notwithstanding any contrary provision of law, the disclosure
of additional information under this paragraph to the producer obligated lo pay the lax
does not violate AS 40.25.100(a) or AS 43.05.230(a); before disclosing information
under this paragraph that is otherwise required to be held confidential under
AS 40.25.100(a) or AS 43.05.230(a), the department shall
(A) provide the person that furnished the information a
reasonable opportunity to be heard regarding the proposed disclosure and the
conditions to be imposed under (13) of this paragraph; and
(13) impose appropriate conditions limiting
(i) access to the information to those legal counsel,
consultants, employees, officers, and agents of the producer who have
a need lo know that information for the purpose of determining or
contesting the producer's tax obligation; and
(i) the use of the information to use for that purpose;
(2) examine the books, records, and liles of the (SI JCI | A| person;
(3) conduct hearings and compel the attendance of witnesses and the

production of books, records, and papers of any person; |ANI) |
(4) make an investigation or hold an inquiry that is considered
necessary to a disclosure of the facts as to

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

of a company or other producer of oil or gas; and
(13) the rendition of the oil and gas for taxing purposes:

(5) mmire a producer, an explorer, or an operator of a lease or
property lo llie reports and copies of records that the department considers
necessary to forecast stale revenue under this chapter: in the ease of reports and
copies of records relation to proposed, expected, or approved unit expenditures
for a unit for which one or more working interest owners other than the
operator have authority lo approve unit expenditures, the reunired reports and
copies of records are limited to those reports or copies of records that constitute
or disclose comnninic.ilions between the operator and the workint! interest

s< s (S1 IH2001(FIN) ion -36- IO
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owners relating to unit budget matters;and
(6) reunite ;i producer dial has an average total production in (lie

state of more th;m 100.000 hands a dav lor ;i calendar vear lo report (lie gross
value at the point of production oldie producer's t;iv;ihie oil ;in<l gas in llie sl;ile
lor a calendar year and the tutul amount of lease expenditures in the stale lor
that calendar vear: mid

(7) assess against a person required under this section to file a
report, statement, or oilier document a penalty, as determined hv the
department under standards adopted in regulation I)v the department, of not
more than SI.1)00 for each dav the person fails to tile the report, statement, or
other document after notice hv the department; the penalty is in addition to any
penalties under AS 43.05.220 and 43.(15.291) and is assessed, collected, and paid
in the same manner as a tax deficiency under this title: the penally shall hear

H interest at the rate specified under AS 43.05.225(1).
15 *See. 4(1;" AS 42.55 is amended by adding a new section to read:
I See. 43r5><I55i-4%nalty lor understatement of lav—uHu-uddition-lo oilier
17 penalties-prescribed- by4aw. il-lhereds a substantial underMulcmenR4-tuv-re>.Jiiircd to
IS be shown on-a-slHtemeni-rei|tiired under \S42.554)20(a).-ihere shall-be-added-to-the
h) lav an~uinoiiul-eilual-lo lo percent of the siibsiantial-undcrslatemeni-of-tav.
20 (b) In addition to other penalties prescribed4\v law.-il'-there-is-a—gross
21 understatement—of-tav required to-be shown on a statement—reunited—tinder
22 ASd2.'*>.020(ai. there shall be-addt'd to the lav an amount equal to-20-percent o0*'the
22 gross uiulcrstateinent of lav.
24 (c>—In addition to the penalties imposed under tai ot—4b><4' this-section. a
25 person who has maile a substantial or gross understatement -of lav is liable lo the state
20 lor the reasonable-costs ol the state's enforcement action, including auditing costs.
21 (d) lor purposes of this section.
55 111 it substantial understatement of lav for anv calendar year evists if
20 the amount of the undeistatement lor the calendar -year-exceeds the-lesscr-ol I|<
20 percent of the lav reunited to Iv shown on the statement for the-calendar -year or
21 SI0.00IMHIU:

| oot o 37- S( S CSI 1L 2t1tH1(riN) mu

Kow Uiul.'t 1iz> | Vo s swaav |



-WOHK DRAFT WORK DRAFT

(2—H"R»sH"inderstHtemenH>f-iax-1br-tfny-eudendiH-yeai-exists-if-thtf
nmounHd4heHmdei~tatemenMmHhwcaleodar-year-i*xoeeds-thedesser-of 20-percent-et
tbe~ttx-R'qtHicd™Mi~htrwrv/~MHhe-stalemeni”oRdte-ealendat™ar-or-" ft.OOtTQflfe

fATAmdmlitrttmienl”~nettns-~be-Hmounl-by-wbieb-thtKttx-reqHired-to
he-tihevriM)nllie-sUitei>ivnl-4UiMIH L=valeinlai -y tiatl-e xetitifck-4heh-rtin(*>uiU-Bl - thv-la-x
ivpHrted-as-tliie-hy-!he-{it\payei-iis-*rlwwn on-lbe-statementr

m-Secv-11—AS -13-35 is-amended- by-adding- now seetions-to rcad:-

Se0.-43.55.075. Limitation on assessment and amended returns, (a) fxcept
as provided in AS 43.05.260(c). the amount of a tax imposed by this chapter must be
assessed within six loin; years alter the latest return was filed.

(b) A decision of a regulatory agency, court, or i liter body with authority to
resolve disputes that results in a retroactive change lo a lease expenditure, to an
adjustment to a lease expenditure, to costs of transportation, lo sale price, lo
prevailing value, or to consideration of quality differentials relating to the

15 commingling of oils has a corresponding effect, either an increase or decrease, as
applicable, on the production tax value of oil or gas or the amount or availability of a
lax credit as determined under this chapter, for purposes of this section, a change to a
lease expenditure includes a change in the categorization of a lease expenditure as a
gualified capital expenditure or as not a qualified capital expenditure. The producer

shall
(1) within 60 dass alter the change. nolil\ the department in writing:

and
(2) within 120 days after the change, lile amended returns covering all
periods affected In the cTiange. unless the department agrees otherw ise or a stay is in
place that affects the tiling or payment, regardless of the pendency of appeals of the
decision.
(c) Ifan alteration in or modification of a producer's federal income lax return
or a recomputalion of the producer's federal income tax or determination of

dclicicnc) occurs that affects the amount of a tax imposed on the producer under this

chapter, the producer shall

(1) within 60 davs after the Until determination of the alteration.

S( SCSI1IB 2001(I-IN) .mi \ . -3H- ] It Ullh'
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modification, rccompuialion. or deficiency, notify the department in writing: and

(2) within 120 days alter the final determination of the alteration,

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

periods.
(d) In this section.

()] "qualified capital expenditure™ has the meaning given in

AS 43.55.023,;

(2) "return™ includes a report, a statement, and an amended return,
report, or statement.
2_Sec. 43.-55df-7-K.-ICxeeptioii.s-to-tax creditsHaH-or-a-calendar-year-aller
2007/-a—producer—or—explorer—max—not-take—a-tav-credii—under—AS 4-3-.-55.02-k
43-r%.-02-I or—3r354)3-5--againM-a-Inv levied under-this-chapter- ff-a-stale-couri-or
administmlive-agcmey-or-lederal-cHHirl that has-subject matter jurisdiction-has entered
a-judgmenl-in-luvoc-ol-lhe-stale-or-n pi>btical-suhdivision ol -the Male-in aii-aniouni
greater-than S100.000 against the-producer-or-e.xplorer. the producer-op-explorer-has
not-salisfied-tlie-judgment—ami-the--judgment-eoncems a-matter having -connections
with this-stateMhat are-suliltient to saiisly-eonsiiuitional jurisdictional requirements.
t-hl—Notwithstanding-(a) of this section. the producer or cxplorer-mas-reeeive
a tax-eredit described in tafof this section if
(11 the judgment is appealed Intt-lhe appe.il has not been decided; and
<2}-tlic producer-or explorer deposits in the court where the judgment
was-entered or the appeal is pending, in the form ol eash. bond, or other seeurity.
(A) the full amount ol the judgment: and
(It) posi-jndgmeitt interest on the judgment an ami described
in (A) of this paragraph: notwithstanding another provision -of law the post-
judgment interest rate compounded quarterly on a .judgment the amount-of
which is deposited under (a) of this paragraph is equal to the greater of
(il the applicable statutory rate: or
(in ihe rale of return on the producers or explorer's
equity as shown on the producer's or explorer's most recent quarterly

earuiues report as of the date ol the notice ol appeal,

-39- srsrsilK 200I(HN) ion
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(&) 4ol his section;

(-I)— "judgment— means- iniv—»nal—administrative—eetermination—er
judgmeni-in-fuvw-of-the-stale-oRi-ptdidcal-xubdivision-ol-ihe-siuio:-

(4} -prodLieor-or-e.vplerer--4ntltides-aii—ufliliule-o

Du-producer--op

explftpeF:
-12.44. AS 43.55.110 is amended by adding new subsections to read:

(e) The department may require that returns, statements, reports, notifications,

and applications filed under this chapter be filed electronically in a form and manner
approved or prescribed by the department.

(0 The department may require that payments required under this chapter be
made electronically in a form and manner approved or prescribed by the department.

(g) Notwithstanding AS 44.62. the department may issue, for the information
and guidance of producers, explorers, and other interested persons, advisory bulletins
stating the department's interpretation of provisions of this chapter and of regulations
adoptedunder this chapter. Unless otherwise provided by the department by
regulation, interpretations stated in the advisory bulletins are not binding on the
department or others.

(h) Subject to legislative appropriation, the department may compensate a
person who provides information to the department about noncompliance with the
provisions of this chapter by an explorer or a producer of oil or gas if that information
leads to the collection of additional taxes, penalties, or interest from the producer.
Ilie amount of compensation under tnis subsection may not exceed the lesser of
S1.0005U1'i.000 or 10 percent of the additional tax. penalty, or interest collected as a
result of the information. A state employee or an agent of the state is not eligible for

compensation under this subsection.
tit \ person who. uiulcr (h)ol this section, provides, in

bad faith, to the department -erroneous-information about
uoncoinpliniii'c with il ovisioits of this chapter by an explorer "i
producer of oil or gas shall pay to the

111 department all expenses related to the department's investigation

ol the alleged noncompliance: and
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(4)—exerer~rgiredue”MHdiout-wbom-the-mmeompliacee--vv-us-adeged
all-exfkKmses4bnt~red4neurred4\whe explorer-or-prHduvetHvkmug-tcHktH.lepartmenfs

investigation-olThcMdleged-nonoomplinnoer

* See. 44.45. AS 43.55.150 is amended to read:

Sec. 43.55.150. Determination of gross value at the point of production,
(a) For the purposes of AS 43.55.011 - 43.55.180. the gross value at the point of
production is calculated using the actual [REASONABLE] costs of transportation of
the oil or gas |. THE REASONABLE COSTS OF TRANSPORTATION ARE THE
ACTUAL COSTS], except when the

(1) sliinner |PARTIES TO THE TRANSPORTATION | of oil or gas
is [ARE] affiliated with the transportation carrier or with a person that owns an
interest in the transportation facility:

(2) contract for the transportation of oil or gas is not an arm's length
transaction [OR IS NOT REPRESENTATIVE OF THE MARKET VALUE OF
Tl AT TRANSPORTATION!; or |ANL>|

(3) method or terms of transportation of oil or gas are 11S| not
reasonable in view of existing alternative |[MI 11 1()I)S OF) transportation options.

(b) If the department finds that a condition Il 1IFE CONDITIONS] in (a)(1).
(2). or |[AND] (3) of this section is |[ARE| present, the gross value at the point of
production is calculated using the actual costs of transportation, or the
reasonable costs of transportation as determined under this subsection,
whichever is loner. The | I'llE| department shall determine the reasonable costs of
transportation, using the fair market value of like transportation, the fair market \alue
of equally eflieient and available alternative modes of transportation, or other
reasonable methods. Transportation costs fixed by tariff rates that have been
artindicated as just and reasonable hv |PROPLRILY ON Fill \VI1TIl| the
Regulatory Commission of Alaska or another |OTIIER| regulatory agency and
transportation costs in an arm’s length transaction paid bv parties not affiliated
with an owner of the method of transportation shall be considered prima facie

reasonable.

(c) In determining the gross value of oil under |(n) OF| this section, the

-41- M S ( SI 11t 2(101(1-IN) ion
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department may not allow as reasonable costs of transportation

(1 the amount of loss of or damage lo. or of expense incurred due to
the loss of or damage to. a vessel used to transport oil if the loss, damage, or expense
is incurred in connection with a catastrophic oil discharge from the vessel into the
marine or inland waters of the slate:

() the incremental costs of transportation of the oil that arc
attributable to temporary use of or chartered or substituted service provided by
another vessel-due to the loss of or damage to a vessel regularly used to transport oil
and that are incurred in connection with a catastrophic oil discharge into the marine or
inland waters of the state: and

(3 the costs incurred lo charter, contract, or hire vessels and
equipment used to contain or clean up a catastrophic oil discharge.

* Sec. 44.46. AS 43.55.160(a) is amended to read:
(@) I'xcepl as provided in (b) of this section, for the purposes ol'

|(I)] AS 43.55.011(€). the (ANN4--A! (annual production lax value of
the taxable

(JJ [(A)) oil and gas produced during a calendar year from leases or
properties in the state that include land north of 68 degrees North latitude is the gross
value at the point of production of the oil and gas taxable under AS 43.55.011(¢) and
produced by the producer from those leases or properties, less the producer's lease
expenditures under AS 43.55.165 for the calendar year applicable to the oil and gas
produced by the producer from those leases or properties, as adjusted under
AS 43.55.170; iltis snbnnmui'unh does not mails to—»iis subject

AS 43.55.01 I(0>:
(4] |(It)| oil and gas produced during a calendar year from leases or

properties in the state outside the Cook Inlet sedimentary basin, no part of which is
north of 68 degrees North latitude, is the gross value at the point of production of the
oil and gas taxable under AS 43.55.011(¢) and produced by the producer from those
leases or properties, less the producer's lease expenditures under AS 43.55.165 Ibr the
calendar year applicable to the oil and gas produced by the producer from those leases
or properties, as adjusted under AS 43.55.170: ini*. Mil)|m nt»rai>1i dOCS NOt ui>t>tv 10
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»as-subiee(-to AS-43r554)| 1(0);

(3 [(C)] oil produced during a calendar year from a lease or property
in the Cook Inlet sedimentary basin is Ihe gross value at the point of production of the
oil taxable under AS 43.55.011(c) and produced by the producer from that lease or
property, less the producer's lease expenditures under AS 43.55.165 for the calendar
year applicable to the oil produced by the producer from mat lease or property, as
adjusted under AS 43.55.170:

(4) [(D)] gas produced during a calendar year from a lease or property
in the Cook Inlet sedimentary basin is the gross value al the point of production of the
gas taxable under AS 43.55.011() and produced by the producer from that lease or
property, less the producer's lease expenditures under AS 43.55.165 for the calendar
year applicable to the gas produced by the producer from that lease or property, as
adjusted under AS 43.55.170 [:

(5) Ui>-produced'-durin«-H-gnlendnr-venr--'nmt-a lease or property
outside theCook Inlet-sedimentarvHtnsin and used 4n the state is-the gross value
at—tlie—itoinl—of—production-of that »us taxable -nmler-AS 4355.011 jo)-and
produced-hy-the producer from that lease or-property, less the producerVlease
expenditures under-AS 43.55.165 for the calendar vcur-applicuhle-lo tliat-»as
produced bv the producer from that lease or property, as--adjusted-under

AS 43.55,170
() AS4355011(g). Till- MONTHLY PRODUCTION TAX

VALULOI- 1211" TAXAULI
(A) Oil. AND CiAS PRODUCI I) DURING A MONTH
| ROM LI.ASLS OR PROPI-RTIHS IN Till'. STATI- THAT INC'LUDI-
LAND NORTH OT 68 DIXiRTTS NORTH I.ATTTUDI- IS HIT: CROSS
VALUM AT Illl: POINT O PRODUCTION OT Till- OIL AND CAS
TAXAIJLT. UNDI-R AS 4355.011(g) AND PRODIKT.I) MY HIT
PRODI'CT.R IROM [HOST! I.LASI-S OR PROPLRTILS. I.TSS 112 OT
hit:producer'sitask txptinditurtss undlr as 4355165 tor
HIT. CALENDAR YTAR APPLICAMI.I TO HIT OIL AND (iAS

product;!) my hit: produci-dc irom hiost: Itasts or
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PROPERTIES, AS ADJUSTED UNDER AS 43.55.170;

(B) OIL AND GAS PRODUCED DURING A MONTH
FROM LEASES OR PROPERTIES IN [I1IE STATE OUTSIDE TI'IE COOK
INLET SEDIMENTARY BASIN, NO PART OF WHICH ISNORTH OF 68
DEGREES NOR TH LATITUDE, ISTHE GROSS VALUE AT THE POINT
OF PRODUCTION OF THE OIL AND GAS TAXABLE UNDER
AS 43.55.011(g) AND PRODUCED BY THE PRODUCER FROM THOSE
LEASES OR PROPERTIES, LESS 1/12 OF THE PRODUCER'S LEASE
EXPENDITURES UNDER AS 4355165 FOR THE CALENDAR YEAR
APPLICABLE TO TIIE OIL AND GAS PRODUCED BY THE PRODUCER
FROM THOSE LEASES OR PROPERTIES. AS ADJUSTED UNDER
AS 43.55.17G;

(C) OIL PRODUCED DURING A MONTH FROM A
LEASE OR PROPERTY IN THE COOK INLET SEDIMEN TARY BASIN
IS THE GROSS VALUE AT Till: POINT OF PRODUCTION OF Till: OIL
TAXABLE UNDER AS 4355.011(g) AND PRODUCED BY THE
PRODUCER IROM THAT LEASE OR PROPER TY, LESS 1/12 OF THE
PRODUCER'S | EASE EXPENDITURES UNDER AS 4355165 FOR THE
CALENDAR YEAR APPLICABLE TO THE OIL PRODUCED BY THE
PRODUC ER FROM THAT LEASE OR PROPERTY. AS ADJUSTED
UNDER AS 43.55.170:

(D) GAS PRODUCI!') DURING A MONTH [ROM A
LEASE OR PROPERTY IN Till: COOK INLET SEDIMENTARY BASIN
IS Till: GROSS VALUE A'l Till: POINT OF PRODUC IION OF HIE GAS
TAXABLE: UNDER AS4355.011(g) AND PRODUCED BY THE
PRODUCER FROM IHA TLEASE OR PROPERTY. I'I' SS /12 OF Till
PRODUCI R'S LEASE EXPENDITURES UNDER AS4355.165 FOR HIE
CALENDAR YEAR APPLICABLE TO HIE GAS PRODUCED BY HIE
PRODUCER IROM THAT LEASE OR PROPERTY. AS ADJUSIED

UNDER AS 43.55.1701

* Set* 45.4". \S 1v5vIhNIET isainciiil') in usuF
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(b) A production tax value calculated under I(@>0l 1this section mav not Iv
less than /cm.

See. 4N. AS 43.55.160(e) is amended to read:

(e) Any adjusted lease expenditures under AS 43.55.165 and 43.55.170 that
would otherwise he deductible by a producer in a calendar year hut whose deduction
would cause a JAN ANNUAL] production tax value calculated under [a] |@)(I)| of
this section of taxable oil or yas produced during the calendar year to be less than
zero may be used to establish a carried-forward annual loss under AS 43.55.023(h).
IlimcMT. the department shall Dioxide Pv regulation a method lo ensure that,
fora period lor which a producer's lax liability is limited bv AS 43.55.01((i) or
tk). anv adjusted lease expenditures under AS 4355.165 and 43.55.170 that
would otherwise be deductible b\ a producer for that period hut whose
deduction would cause a production tax value calculated under (a)(3) or (4) of
this section lo be less than /em me accounted lor as thon'ah the adjusted lease
expenditures had first been used as deductions in calculatiiiu the production tax
values ol oil or gas subject to mix of llie limitations under \S 43.55.01 [(j) or (k)
that have positive production tax values so as to reduce the tax liabilitv
calculated willm’H repai d to the limitation lo the maximum amount prov idol for
under the applicable provision of AS 4355.01 1j) nr (h). Onlv the anioiml ol
those adjusted lease expenditures remaining alter the accounting provided 16r
under this subsection mav be used to establish a cnrricd-lorvvat d aminal loss
under \s 43.55.023(h). In this subsection, "producer" includes “explorer."

* Sec. 46.46. AS 43.55.165(a) is repealed and reenacted to read:
(@) | xcept us provitied in (ki and (/) ol this section toi I'm purposes ol this
chapter, a producer’s lease expenditures lor a calendar year are
() costs, other than items listed in <e) of this section, that are
(A) incurred in the state In the producer during the calendar
year alter March 3L 2006. to explore for. develop, or province oil or gas

deposits located within the producer's leases or properties in the stale or. in the

case of land in which the producer does not own an operating right, operating

interest, or working interest, to explore for oil or gas deposits within other

lIDimu- 45 s<sfsillt 2HU( IN) mu
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land in the state: and
(B) allowed by the department by regulation, based on the

department's determination that the eosts satisfy the following three
requirements:

(i) the costs must be incurred upstream of the point of
production of oil and gas;

(if) the costs must be ordinary and necessary costs of
exploring for. developing, or producing, as applicable, oil or gas
deposits: and

(iii) the costs must be direct costs of exploring for.
developing, or producing, as applicable, oil or gas deposits: and
) a reasonable allowance for that calendar year, as determined under

regulations adopted hy the department, for overhead expenses that are directly related
to exploring for. developing, or producing, as applicable, the oil or gas deposits.
* See. 47.50. AS 43.55.165(b) is amended to read:
(b) lor purposes of (a) of this section.
(1) direct costs include
(A) an expenditure, when incurred, to acquire an item if the
acquisition cost is otherwise a direct cost, notwithstanding that the
expenditure may be required to be capitalized rather than treated as an
expense lor financial accounting or federal income tax purposes:
(It) payments of or in lieu of property taxes, sales and use
taxes, motor fuel taxes, and excise taxes:
|(C) \ RI ASONABI.I Al  OWANCT:. AS D1 Il KMINI 1)
| NDIRHI (ill AHONS ADOI»Il)  HV Nil IANAKIMINI. IOR
OVI Kill Al) £XI'I\NSI S DIKI (1Y RETAINT) 10 IX2*1 <>KIN(i 10R.
DI vi i oi*i\(i. \\i) !>Roui ciN(i on or (i\s di msirs |OCA 11I)
WIZLUN | 1 ASI SOR I'ROIM RI1IS OROI Il R T AM) IN Mil SIAM
(2 an activity does not need tobe physically located on. near, or
within the premises ol the lease or properly within which an oil or gas deposit being
explored . developed, or produced is located in order for the cost ol the activity to

M s ( Situ 20111(L IN) Hill 111(200 U
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be a cost upstream of the point of production of the oil or gasf
©)] in determining whether costs are lease expenditures, the

department mavsliall consider, amoim oilier factors, the

(A) typical industry practices and standards in the state
that determine the costs, other than items listed in (c) of this section, that
an operator is allowed to bill a producer that is not the operator, under
unit operating agreements or similar operating agreements that were in
effect hefore December 2, 2005, and were subject to negotiation with at
least one producer with substantial bargaining power, other than the
operator: and

(B) standards adopted hv the Department of Natural

Resources that determine the costs, other than items listed in (g) of this

section, that a lessee is allowed to deduct from revenue in ealeulaiinti net

profits under a lease issued under AS 35.05.1<S()()(3)(B). (D). or (K).

*sec.4k.51. VS *>.53.165tc) IS repealed and reenacted to read:

(c) Subject m (gl and (It) of this scctjon. if the dcpamneiii Ilinlsthat the
pertinent provisiops of a unit operating agreement or simila; operating .agreement are
lubsl.mliallv consistent with the depaitnienfs dctcrniinationsand standards under fa)
and (h) of this section concerning whether costs are lease expenditures and. in
addition, liiuls that al least one working interest owner parts to llie agreement, otlu t
llian the operator, with substantia] incentive and abilitv to elj'cctivelv audit billings
under llie agreeitienl. in fact is ellcctivelv auditing hillings under the agreement, the
department mav authorize pi require a producer, subject to conditions prescribed
tiudei regulations adopted bv the department lo treat as that portion of its lease
expenditures for a calendar vear applicable to oil an | gas produced lonu a lease or
propci tv in the state oiilv

(1 llie costs, other than items, listed in (cj ol this section, that are
Incurred bv ihe operator during the caleinl.tr veai and that
t\i are billed io the producer In the operator under the
aeieeilieut to which that lease orpmpertv is subject and ale either Hot disputed
bv 1 woikiitg interest owner pnriv to the agreement or are [lii.ills delemiined

1104 S (51111 200L(TIM hi
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I( he properly hiliable as a restij1of disptile resolution: or
(B) lor a producer that is the operator. would he hiliable lo the

producer In ihe operator in accordance with the lenns ol' ihe aitrccment to
which that lease or property is subject if the producer were not the operator:

and
2 a reasonable pcrcenlaec. as determined under remilaiions adopted

hv the department, of the costs that are hilbd lllidcr (1>t this subsection as gt)
allowance loi overhead expenses directh n.-itcd to exploring lor, developing, and
prodticinit oil or eas deposits located within the lease or property.
-Sec. 52. AS 43.55.165(e) is amended to read;
(e) I'or purposes of this section, lease expenditures do not include

(1) depreciation, depletion, or amortization:

(2) oil or gas royally payments, production payments, lease profit
shares, or other payments or distributions of a share of oil or gas production, prolit. or
revenue, except that a producer's lease expenditures applicable to oil and gas
produced tnnn :t lease issued under AS 3S.05.1K())(1t). (I>). nr (I'd include the
share of net prnlit paid lo the state under that lease:

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

(4) interest or other financing charges or costs of raising equity or
debt capital:

(5) acquisition costs fora lease or properly or exploration license:

(6) costs, including repairs mid replacements, arising from or
associated with fraud, wilful misconduct, |()i<| gross ncnliecnce. criminal
nettlij*eiice. or violation of law. includingor lailmc lo cinnplv with an obligation
aiiilei a violation ol 33 [-.S.C. I3I((C)(1 dense. permit, or license issued hV the
stale or 13R1(0)[3> < lean Unler Actirederal "oveminent:

(7) lines or penalties imposed by law:

(S) costs of arbitration, litigation, or other dispute resolution actix itics
that involve the state or concern tiie rights or obligations among owners of interests
in. or rights to production from, one or more leases or properties or a unit:

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

S( SCSI 11 2011 IN) tun 4+ MU tillle
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business entity or arrangement:
(20) amounts paid to indemnify the state: the exclusion provided by

this paragraph does not apply to the costs of obtaining insurance or a surety bond
from a third-party insurer or surety:

(11) surcharges levied under AS 4355.201 or 43.55.300:

(12) an-expenditurc incurred for a transaction that is an internal
transfer or is otherwise not an arm’s length transaction, unless- the producer
establislies-to-tlie-satisl'aetion-of tlie-depnrtment-cxpendilurcs incurred that the
evpend itu re-is m>(| I-XI-I-M)I 11-Rl S INC4-RR 144-441AEAR | Jare in excess ol lair
market value:

(13) an expenditure incurred to purchase an interest in any
corporation, partnership, limited liability company, business trust, or any other
business entity, whether or not the transaction is treated as an asset sale for federal
income tax purposes:

(14) atax levied under AS 43.55.011

(25) | 11IMPOR I1ON ()I | costs incurred for dismantlement, removal,
surrender, or abandonment of a facility, pipeline, well pad. platform, or other
structure, or for the restoration of a lease, field, unit. area, tract of land, body of
water, or right-of-way in conjunction with dismantlement, removal, surrender, or
abandonment |. HIM IS Al IRIBI TABLE 10 PRODUCTION Ol Oil OR CiAS
OCCURRING IM IOKI. APRIl 1. 2006: [1Il. POR [1ON IS CAL.CUI A1l 1) AS A
RATIO or rill-- AMOUNT O1 Oil. AND CiAS PRODUCTION. IN DARRI.I SOl
Oil lot IVAILLNT. ASSOCIATED willl Mil TACM.IL'Y. PIPI T'INI . Wi Il
PAD. PEATEORM. OTHER STRUCTURE. | EASE. Il 11). UNIT. AREA. BODY
Ol WAIL.R. OR RIGIM-0I -WAY OCCIHRRINCi DEI ORE APRII I. 2006. 10
Mil I'OTAl. AMOUNI Ol Oil AM) CiAS PRODUCTION. IN BARRELS Ol
Oil EQUIVAL IN 1. ASSOCIA ZL1) WIIIT MIAT TACII TIY. PIPLTINI". WIT |
PAD. Pl AIIORM. OIlIT R STRUCT I RI. | EASE;. I'll 11). UNI I. AREA. BODY
Of WATER. OR RICil I1-OI -WAY 1IROI'Cill Mil INI) O 1ME CALENDAR
mon iil nilore; commincimeni oi iiii dismanii i:\iini.

REMOVAL. SURRENDER. OR ADANDONMI NT|: a cost is not excluded under

HO2ANH*- Heor M_s< Stilt 201111 1N) an)
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this paragraph if the dismantlement, removal, surrender, or abandonment for which
the cost is incurred is undertaken for the purpose of replacing, renovating, or
improving the facility, pipeline, well pad. platform, or other structure: [FOR THE
PURPOSES OF THIS PARAGRAPH. "BARREL OF OIL EQUIVALEN T*MEANS
(A) INTIIE CASE OF OIL. ONE BARREL:
(B) IN THE CASE OF GAS. 6,000 CUBIC FEET:|

(16) costs incurred for containment, control, cleanup, or removal in
connection with any unpermiited release of oil or a hazardous substance and any
liability for damages imposed on the producer or explorer for that unpermitted
release: this paragraph does not apply to the cost of developing and maintaining an oil
discharge prevention and contingency plan under AS 46.04.030:

(17) costs incurred to satisfy a work commitment under an exploration
license under AS 38.05.132:

(18) that portion of expenditures, that would othuwise be qualified
capital expenditures, as delined in AS 43.55.023 | AS 43.55.023(K)|. incurred during a
calendar year that are less than the product of S0.30 multiplied by the total taxable
production from each lease or property, in Bill equivalent barrels, during that
calendar year, except that, when a portion of a calendar year is subject to this
pro\ ision. the expenditures and volumes shall be prorated within that calendar year:

(IM)  costs incurred I'nr repair, replacement, or deferred
maintenance id a facility. a pipeline, a structure. nr e<|iiinmciU. other than a well.
[llat results in nris undertaken in response lo a failure, pioblun. nr event ili.il
results in an unscheduled interruption of. or reduction in the rale »d, nil nr Ans
pnnlucliitn: in costs incurred fur repair, replacement, nr deferred maintenance
il a laeilil\, a pipeline, a slimline, nt eifiii|iHiit. other than a well, that is
undertaken in response In. nr is otherwise assnciated with, an nnpcrniiltcd
release id a lia/ardoiis substance m of twas; however, costs under this paragraph
[lial "\mild nllieiujse emislilnle lease cvpendilnres under (a) and (15 id this
section mav In_nealeil as lease expenditures it the department delei mines that
the repair or replacement is soleE necessitated lo an act id war. In an
unanticipated crave nalinal disaster nr nther natural pliemnneitun ol an

St s <suit 21H)I(IIN) Hil 5t )
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exceptional, inevitable, and irresistible character, the effects of which could not
have been prevented or avoided bv the exercise of due care or foresight, or In an
intentional or nc<!li*lcnt act or omission of a third party, other than a party or its
agents in privity of contract with, or employed bv. the producer or an operator
actini! for the producer, but onlv if the producer or operator, as applicable.
exercised due care in operation and maintainin'! the facility, pipeline, structure.
or equipment, and took reasonable precautions anainst the act or omission of the
third partv and attains! the consequences of the act or omission; in this
paranraph.
|A) “costs incurred for repair, replacement, or deferred
maintenance of a lacilitx. a pipeline, a structure, or equipment"” includes
costs to dismantle and remove the facility, pipeline, structure, or
equipment that is beinti replaced:
(It) "hazardous substance™ has the mcauiuu uivcn in
AS 4(1.03.826:
K ) "replacement™ includes renovation or improvement:
(&1 costs incurred to construct, acquire, or operate a refinery or
crude oil toppini! plant, regardless of whether the products of the refinery or
toppint! plant are used in oil or tas exploration, development, or production
operations; however, if a producer owns a refinery or crude oil toppint! plant
that is located on or near the premises of the producer's lease or property in the
state and that processes the producer's oil produced from that lease or property
into a product that the producer uses in the operation of the lease or property in
drillin".! for or producini! oil or <jas. the producer's lease expenditures include the
amount calculated hv subtractin'! from the fair market value of the product used
the prevailin'! value, as determined under AS 4355.(120(0. of the oil that is
processed,;
(2021)  costs of lohbvint!. public relations, public relations
adv crtisint!, or policy advocacy

* Sec. 49.53. AS 4355, 1b5(It) is amended to read:
(hi llie department shall adopt regulations that provide lor reasonable

loote ¢ 5l M SCSIHIt Z001(KIN) mu
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methods of allocating costs between oil and sias.- between—jus—subject—to
AS43t55.4)M(q)- and -other—ans< and between leases or properties in those
circumstances where an allocation of costs is minimi to determine [THE
DETERMINATION OI' THEJ lease expenditures that are costs of exnlorinii for,
de\cloi)in<i. or nrodueinti oil denosits or costs of exnlorinti for, devclonint!. or
producing gas denosits |APPLICABLE TO OIL OR TO CiAS). or that are costs of
exnlorinti Tor, dcvelonint’, or producing oil or gas deposits located within
[APPLICABLE TO OIL AND CiAS PRODUCED FROM| different leases or
properties |. REQUIRES AN ALLOCATION OF COSTS].
* Sec. 50.-54. AS 43554-teyl |} is amended by adding-new-subseotions to read:
(kg-Imr-purposes-idLAS -L.v55.100.-Ibra calendar year alter-200fh-a-producer-s.
total lease e.\pendiiuies.-beloro adjustment under-AS 43-53-1-70. that-are-applicable to
oiLand-gas produced by-the-producer from itll lenses or-properties-within aunit Iront
svhich--hOO(M)UOdIO<MU-I—equivalent banels-of oil or-gas-have been-cumulatively
produced In-the close t*f the most tecenl calendar year and Irom-wltich the average
daily-oil and gas production during the most recent calendar year exceeded [0Il.00O
Bit equivalent barrels are determined tinder this subsection and (/t of this section.
| xcept us otherwise providedt.aj | uless the payment or credit lias already been
subtracted m calculating billable or billed costs under (/) of this section, the
producer's total lease expenditures, other than qualified capilttl expendituies. i) for
calendai year 2007. are-equal it* the product of 137 multiplied by the total lease
expenditure*, lor calendar year 2000 other than qualified capital e.xpeiidilures. that are
applictible It* 4l athl gits produced by the producer Ifont all leases or properties within
the unit, as reported <tu the producer's statement under \S 4 '53.0301a) Ibr calendar
year -000. and (?) for a calendar year alter 200V. are equal I lhe product ol 103
multiplied by the total lease expenditures, other than qualified capital expenditures,
determined i.0 the pres i<*us calendar year under this subsection. |he producer's total
lease expenditures tin a calendar ycat altet 2000 that are applicable to ml and gas
produced by the producer from all leases or properties-within a unit subject to this
subsection are the sum of the producer's qualified capital expenditures incut«*d
during tin calendar year that are applicable to that o»l and gas plus Ihe lease

o2- lIll2uai<>
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ex"endimi"T-othet"Hn-rgrulidiedo.apitul-t"pendilurcisHhttHHxr-appheHble-Uv4ktft-ed
atttl-"as-ax-dettfro"med-twdeM his-xubstirtioiv-aml (/) ol* this set4: >n—I[-a-prodneer
whosLMe«stMsxpendiluresdor-2()<>6-HrLKised-toMt4ormineMonse-"xpendiutres-for-H-laier
ealtfndar-year-H: UHletMbis-ombsei:Mon—RmMi?rs"Y Mmert"t—in-an—ad-feetecd—ease—or
property-to”r-dilleronl-produccu': Ane-transforet4s-lonse-exponditiires-app!icuhlo-lo-nil
and-gas"rodueed”*n—theHransferee—from—he—lease—oi—property—continue—to-be
determined-under-this-subsection—using—those—24)06—ease—expenditures—-ithis
subsecTiomAiuulilied-eapital-cxxpendilurcs—has-lhemeaning-givendn-A-S--RHA-57<)-2-n
(/) ll—afler-audil-h>-the-deparmienl-o|Da--producers-s{alemeol-or-umended
statement—under-AS 43A50>36(H4—fot—enlcndar-year-20()<A4be-Aoparlmenl—finally
delernHneMhat-theHeporded-amount <4 tolul-leaxe-expendiiures.-«lheiHhatt-ijualilied
capilal-expendilurcsMdr-calcndnr yoar-21)()6-upplicnblc-lo-oil-aHd-gHs-produeed4}y-the
producer--from-aJMeases-or-properties- withm-iHunit-subject-doMleH+I-this-xecTion
exceeds-by-more-lbun-ld-percent the-netuafamount-ol-those lease expendilures.-other
Jlian-iualified-capilal-c\pondiiurcs. dulpivducenor-transl'eroc; as-app!kid4c. slialhd-)
substitute llie actual amount of those-lease-expenditures.-other-lhan-t|Hulifted-eapituJ
expendituivsMor purposes of-the calculations set -t in (IvHd*his-seelion.-andd-S-Mtlo
amended-statements lor affected-past tax periods wihin--6> days-after the-final

determination:

See. 5L-\S 43.55.170(at i—amended to read:

u) A |l NI4 SS-IlIl PAYMI NI <K (RI DT I]\S M KI-ADV lil-I-X
SETITKN( 41.F>-IN (AL (4 1 NTIN(t 220 Mil | OR Bill 12) (<>S|S I[-NDI R
AS 4355.165(c) [OR (d>. \|i|. a producer’s lease expenditures under AS 4355.165
must he adjusted hv subtracting payments or credits, other than tax credits, received

In the producer or In an operator acting lor the producer lor
(1) the use In another person of a production facility in which the

producer has an ownership interest or the management In the producer of a
production facility under a management agreement providing for the producer to

receive a management fee:
(2) a reimbursement or similar payment that offsets the producer’s

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

. B3 x< SCSI it 2tI0I(FIN) am
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payment from the state or federal government for reimbursement of the producer's

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

compressing, or other Held handling associated with the production of oil or gas
upstream of the point of production:

(3) the sale or other transfer of

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

interpretations, acquired by the producer as a result of a lease expenditure or

an expenditure that would be a lease expenditure if it were incurred alter

March 31. 2006: for purposes of this subparagraph.

(i) ifaproducer removes from the state, for use outside
the state, an asset described in this subparagraph, the value of the asset
at the time it is removed is considered a payment received by the
producer for sale or transfer of the asset:

(i) for a transaction that is an internal transfer or is
otherw ise not an arm's length transaction, if the sale or transfer of the
asset is made for less than fair market value, the amount subtracted
must be the fair market value: and

(B) oil or gas

(i) that is not considered produced from a lease or
properly under AS 43.55.020(e): and

(if) the cost of acquiring which is a lease expenditure
incurred by the person that acquires the oil or gas.

* See. 52.55. AS 4355 is amended by adding a new section lo article 4 to read:

See. 4355891 Disclosure of tax information. Notwithstanding any contrary
provision of AS 40.25.100. and regardless of whether the information is considered
under AS 43.05.230(e) to constitute statistics classified to prevent the identification of
particular returns or reports, the department may publish the following information
under this chapter, if aggregated among three or more producers or explorers,
showing by month or calendar year and by lease or property, unit, or area of the slate:

(2) me amount of oil or gas production:
(2) the amount of taxes levied under this chapter or paid under this

_54- 111<20(11*
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chapter;

(3) the effective tax rates under this chapter;

(4) the gross value of oil or gas at the point of production;

(5) the transportation costs for oil or gas;

(6) qualified capital expenditures, as delined in AS 43.55.023,

(7) exploration expenditures under AS 43.55.025;

(8) production tax values of oil or gas under AS 43.55.160;

(9) lease expenditures under AS 43.55.165:

(10) adjustments to lease expenditures under AS 43.55.170;

(11) lax credits applicable or potentially applicable against taxes
levied by this chapter.

* Sec. 53.56. AS 43.55.900 is amended by adding new paragraphs lo read:

(22) "producer" means an owner of an operating right, operating
interest, or working interest in a mineral interest in oil or gas:

(23) "progivssivity—tax-ralo— means that-purt-of-the-lax rate—in
rYS-4-5,5544-4(q) Ihat-exceed . 2-5-pereenl:

(24)—unit" means a group of tracts of land that is

(A) subject to a cooperative or a unit plan of development or
operation that has been certified by the commissioner of natural resources
under AS 38.05.180(p):

(B) subject to a cooperati\e or a unit plan of development or
operation that has been certified bv the United States Secretary of the Interior
under 30 U.S.C. 220(m):

((") subject to an agreement of the owners of interests in the
tracts of land to validly integrate their interests to provide for the uniti/ed
management, development. and operation of the tracts of land as a unit, within
the meaning of AS 31.05.110(): or

(1)) within the unit area of a unit created bv order of the
Alaska Oil and (ias Conservation Commission under AS 31.05.110(b):).

(251 'used in the suite" means delivered for consumption as fuel in the

state, including as fuel consumed to generate electrici

| o t 2)(H('IN) mil
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—ft-Su?, 54; AS 43r55r14)0(e)r43r55" (M{t-)r43;>5"4 5{-4) —HK-437--8(){<e-RfP>eHet>7
—xStfs-SS—We-pwHA-HWtHI -law-«imie-SusttM> 1 *Hskit-is amendetf-by-adding-a-new section to
read:

ARRI-IGAUIIddAA-fn)-Seciions4-5— 36—38.44— 54"uicD54-0l4his4WRapphrMo-oil
and gasproduca.\I-artcM-|)eecmibeiH'4-r-2d07-

fh)— -Sections—36—und—38 -of-this—Act—apply—lo-stalements—and—reports—under
AS43t5s.03 fat-as-nmendeibby-sec—36 ol" dds-Aeh-aml-rVS43-.-5-5d)30(e)-aniH+}rnis-addetl
bY-xec-r48-of-lhis-Acl—required-to-be liled-alier-Deecmber 31 2007-

(e-)-Seelions-29— 33-and-34-014))is-Aei npply-lo-cc\ploralion-e\pendiiures incurred-lor
work—>erformod-alter—December-34-" 2<)06r-tiKtt-are—the-hasis-ol-la.\ -eredits~that-muy-be
claimed-against-ta*es levied for-oil and eas-proviuced-arier Deceinber—4+40(}7t

(d +ASH-3A»,03—enac-led-Iw seer4<hol4hix--Ac-U--npplies-io-undersiatements-made
alier-Ibe effective-date-ol sec- 40-ol4bis Act.

teHA-S 43t553>73(a-tr-euacled-hy-secM4 of this-Ac-b-upplies to--any-!a\-liability under
ASA3r55-wiib respect to wvliich the period of limitations on-assessment ttiuler \S45:U>26(>
had-not-expired-before theelleclive dale-ol-secs. 14and 41 o| this Act.

(I—fhc penalty in AS45.-55.<»30td). enacted by Ilie amendment lo-AS 45.5\U5i)td}-in
see.-37-0l this \cl-applies toany report required to be tiled alter the ellective date ol sec. 37
of this Act that is not tiled timely.

(e) 4he penalty in AS 4v55.040ru. enacted by the amendment to AS4.3v55.94i) in
sec. 39 ol'this Act. applies to any report, statement, or odi*'r document required to be tiled
alter the ellective date ol sec. 390l this Act.

—ASee. 56. Ihe uneodilied law ol’tbe Suite ol \laska is amended by adding new sections n>

read:
Oil AM) <iAS KIVIMI Al4)11 V|\s||R I'OSITIONS; I (ilSI \1vI

INTLNI. It is the intent ol'the legislature that the commissioner ol administration shall
cause not more than lour oil and cits ievenue audit master positions to be created in the
Department ol Revenue and not more than two oil and gas revenue audit master positions to
be created in the Depaitmenl ol natural Resources. Oil and gas revenue audit masters shall
be employed in a professional capacity to collect oil and eiis revenue by developing policy,
coinluciiny studies. dralWne proposed iveulatioiis. enforcing regulations. and directin® audits

s(s('Mill _ - HUZIM t-
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by-oihnnd-giUHUidHor*:
¥— ANO— — Al-4)II)R-S;--('DA-SSIId  A4ION— AMI)— RAY— IdrANMr
Notwithstanding AS-30;25.150("k-4he—Deparmionl-al*Adminislralion—sIndD-develop-and
implement-n-distincM-posilioi>-cdHssilieulion-plfin--und--a-dislincl-pay-pl;Hr-ror-eil-;tnd-i;iis
imditorvand their-immediate siipervisors-ihal perform
f4-)--prodHedion-tuv;uidits-in-Ihe-Depsiriment-ok-RevemteT
f2>— royalty--aiidil*n-Hncluding-nel-prolit--sharo-aiidil>n--in-ihe-Deparimont--or
NalurnIResonrcesT
—"Stv.-57.—1-he-uneodilted-law-olAnhe Stale ol-Alaska is-amendtkM>y-iulding-a-new-seeliotHo
read;
MAN-M IK) M:— Id*AlvINI\ [— O MA-IVRAh— RI-S<HdU-I 5— RI (il 4tV K)MS;
NolwilhslaiRfing-any-eonlrary-prov ibt*>n ol* AS -4-H/2240. a—requlation adopted by—ihe
Department ob-N'aluial Resources lo implement. inlerprel. mnke-specilkv-or-oihcuwise-cntTv
out- -sialutory—provisioiiN-4'or-lhe—administrnlion-ol=-oil--nnd—gas—leases—issued-under
AS 5X.05. IXOUI( "nil), il)). or (I i. io ihe extent llie regulation deals uill) the irealineul ol'oil
and—euh—prodiicliou—axes- in-determining net profits--under- those leases—may—apply
retroactively to April 1-2000. ifthe Department  Natural Resimrcesexpressly-dcsignatos in
the—regulation that the regulation applies retroactively-to-that dale.  Sec. 57.
\S 45,55.(111 (li). -1555.011%/). 15.55.01iml. 15.55.1h0tcJ. and [v55.10.5(d) are repealed.
* See. 58. Ihe uneodilied law of the State oI’ Alaska is amended In adding a new section to
read:
NP It Mill LN, (ai section-. 1--"'7. ‘0 hX and 1557 ol'lljis Net apply to oil
and ea> produced alter June 0). ‘ooy.
ilyi ~ Sections to .md || > ihi Net apply to statements anil teporls under
\S 1555.050(a). amemended hv set. '0 ol this \cl, and \s 14.55.050(c) and (I). as added
In see.-Il ol this Net, required to-he Illeil alter the ellective dale "I secs. *)and Il of this
Act.
(c| Sections O1- 41.55. and wol ihis \iiapply toexploration expenditures incurred
lid woik periormcd alter Deeemlvr 41 2007, that .lie the ha*js <| tax cicdits iliot may In*
claimed against taxes levied lor oil and nas produced alter Deeemlvr 41, 71101
(dl \s 44.55.075(a). etUiied In sec. Dol'ihis Net. applies lo any lax liahility undci

rle s< 5 SUM 20111 IN) mi
Vv ot Qfravsd /150 r 1me*pAVITS/t | LN
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AS 4333 with respect lo which the period til* limitations on assessment under AS-1305260
hiicl not expired before the effective date of sees. X4and 43 of this Act.

(© Ihe penalty in \N 13.55.030(dt. enacted bv the amendment to AS 43.55.030(d)
ill see. 40 of this Act, applies to anv report ru|tiii'ed to he lllcd alter the ellectiv e date ol see.
40 of this Act that is nol lllcd timelv.

(0 The pen:iti\ in AS 4355.04()(7). enacted hv the amendment to AS 43.55.040 in
see. 42 ol' ihis Act. applies tt>anv report. statement. or other document reimircd in he Ilicd
1 Tier ihe effective chile of see. 42 of this AcL

¢Sec. 50. I'he uncodilicd law of the Slate of Alaska is amended In addinc a new section lo
read:

OH. AND CiAS RIVENI i AUDIT MASH R POSITIONS: LIXilSI.A 11VI-
I\ TLNT. Itis llie intent ol the legislature tlr.il (lie commissioner pl*administration shall cause
nui iiipiv ih:m lour oil;md utis revenue audit master positions to hc crciUed in the |)cpartment
of Revenue and not more titan two "ii and <aes revenue audit master position” to he created in
llie 1)epartmenl ofnauirnj Resources. <il and gas revenue audit master* shall he employed in
a professional capacity to colled "il and gas revenue In developing police, conducting
studies, drafting jtrojtoset! regulations, e:tli*reini* rcmilaiions. and diiycImg audits hv oil and
gas auditors.

See. 60. Ilie uncodilicd law ol the stale of \laska is.imeiuled hv addinc a Mew seelion to

read:

Ol WI) (NS MDIORS; 1 \SSIHIC MJION \\I> RAN  IM\\S,
Notwithstanding \S >0.25.13(it2+ the Depaitinenl "f \dininisirati.'n shall develop and
implement a distinct position classification plan and a distinct pa\ plan li>r oil and gas
auditors and their immediate snperv isor .. other than revenue audit masters, that pet form

101 oil and ga, ia\ atiilits in the I)epailmeni of Revenue under the direction of
an "Il and gas revenue audit master;
t1) rovallv audits, including net prolit share audits, in the Department o
Nalinal Resourees under the direction of.in oil and gas revenue audit master.
See. 61. Ihe uneodilied law "I the State"f Uaska is amended hv adding a new seelion to

tead:
IR vvsy Ui PWNVINTE)E TNV \person subject t" tas tinder \S | 153 dial is

sc s <stilt 20041 IN) tun s
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rciiuired to make one or more installment payments of cslimtitcd tax or other payment of tax
under AS 43.55.020(a). as amended In see. 21 of this Act. Ibr Ilie production of oil or gas
during a month alter June 30. 21)07. and before the effective dale of sec. 21 ol this Act hul
thm failed to pav the lull amount of ihe installment payments or oilier payment of lax
required under AS 43.55.020(a) because id"the rclronclive application of sees. 15-27. 20 -
38. and 45 - 57 of this Act under sec. 61 ol’ this Act, shall pu\ hefore April 1. 2008. the
balance of anv tax due under AS 1355 lor the period alter June 3(). 2007. and helore the

effective date ol this section.
See. 62. Ihe uncodilicd law of the Stale of Alaska is amended h\ adding a new section to

read:
TRANSITION: RILIKAt 1IMTY ¢1 RI(j] I .VIIONS. Notwithstanding anv
contrary prov ision of AS 44.02.240,
<|) ifihe Department ol Revenue oxpressjv designates in the regulation that
Ilie_ivgulalion applies retroactively to that dale, a regulation adopted hv the Departmeni ol
Revenue to implement, interpret, make specilorotherwise cany out secs. 15-27. 20 - 38,

and 15-37 ol this Net may apply retroactively to.Inly 1 2007
(2 a regulation adopted In the Departincnt <O Natural Resources to

implement. interpret, make specific, or otherwise carry out statutory provisions lor the
admiiiislintion of oil and gas leases issued under AS iS.os. IStli[\3)(Il), (D), or (I J. to the
extent ihe regulation deals with die treatment ol’oil and gas.prodiiciioii taxes in determining
net prplits under those leases, may apply retroactively lo \pril I. 2000. if the Department of
Natural Resources expressly designates in the regulation that llie regulation applies

retroactively to that date.
See. <3 llie uncodilicd In\ of the State "i Mask.) is amended by adding a jjeyv section Ip

read:
IRANSI HON: RIXiUL.A 1IONS, [lie Department of Natural Resources and the

Department of Revenue may proceed to adopt regulations to implement this Act. Ihe
regulations take effect under AS 41.62 (Administrative Procedure Act), hut not hefore the

effectiv e date of the law implemented hy the regulation.
A See. 50.04. The uncodilicd law of the State of Alaska is amended hy adding a new

section to read:

11 1tIM1 1% -59- M s ( stilt 24100 [TN) mu
flu-} ey MtArki.it.! ( (TN)
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shtdl-subsiitiue-the-spanned-referenee
@) ASH-33W4-  1-353-70—-for-the spannod-ivictvnee "AS 1353411
93r56.4-Dk—AS3852()(e). 43354)80— kV53.135. d S *Ofa-);— BrSS*m " -and
4355t300K*
(3)"AS 4. 51— 4333rl-70MwHhe-spaMned-re)eienee-AS-b U
44334-80":-AS 43354)25fgh
—MS<jc.-4)(kkl IR(OAC TIVH V Ol C'I-RTAIN PROVISIONS ()1, THIS ACT, fa)
Section® 20 ami 34 of this Act arc retroactive lo Jtiv 1 2003,
(Jij Sections 15-j&27.39-38. 44—5 1-and 3413 - 37 of this Act takearc retroactive
lo hih I. 2X(17.
See. 65. Section 28 d~this Act lakes effect Jaimarv 1.2008.
* See. 64-ftft Hxeept as provided in see. 6905 of this Act, thisAct lakes effect immediately

under AS 01.10.070(c).

S< s< SH“ 20”KF|N)2M| -60- 111Gl
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SENATE CS FOR CS FOR HOUSE BILL NO. 2001 (FIN)

IN THE LEGISLATURE OF THE STATE OF ALASKA
TWENTY-FIFTH LEGISLATURE -SECOND SPECIAL SESSION

BY THE SENATE FINANCE COMMITTEE

Offered:
Referred:

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

A BILL
FOR AN ACT ENTITLED

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

oil; relating to the issuance of advisory bulletins and the disclosure of certain

information relating to the production (ax and the sharing between agencies of certain

information relating to the production tax and to oil and gas or gas only leases;

masters; relating to oil and gas auditors and certain oil and gas auditor supervisors;

production lax on oil and gas; making conforming amendments; and providing for au

effective date."”

- SC'S (*.SUM 200L(FIN)

New Tc\l Underlined (PKLEfiUJ TICXT BRACKETED]



WORK DRAFT WORK DRAFT 25-GH0014\R

to icad:
LEGISLATIVE INTENT, (a) It is the intent of the legislature that AS 43.55.075(h),

enacted by see. 43 of this Act, confirm by ckrfication the long-standing interpretation of
AS 43.05.260 by the Department of Revenue relating to limitation of assessments for the

production tax on oil and gas and conservation surcharges on oil.
(b) It is the intent of the legislature that the amount of money received by the state as

a result of the retroactivity of certain provisions under see. 65 of this Act that exceeds the
amount of money the state would have received if those provisions had not taken effect until
January 1, 200S, will be appropriated to the public education fund (AS 14.17.300).

(c) It is the intent of the legislature that the legislature will responsibly invest the
amounts received after December 31, 2007, as the result of the enactment of this Act that
exceed the amounts that would have been received under AS 4355.011 -43.55.180, as those
provisions read on June 30, 2007, as if those provisions had been applied after December 31,
2007, by making appropriations to the following:

(1) the public education fund (AS 14.17.300);
(2 the budget reserve fund (art. IX, sec. 17. Constitution of the State of

Alaska);
(3) to extinguish the amount of the employers' unfunded liability in the
teachers' defined henefit retirement plan and the public employees' defined benefit retirement

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

state.

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

(@) The director shall
(1) have general charge and supervision of the division and may

exercise the powers specifically delegated to the director; the director may employ
and fix the compensation of assistants and employees necessary for the operations of
the division; the director (AND] is the certifying officer of the division, with the
consent of the commissioner, and may approve vouchers for dishursements of money

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

S(\S( Sim 2(HIMN>
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belonging to the state and under thejurisdiction of the division;
(3) execute laws, rules, regulations, and orders adopted by the

commissioner;

(4) prescribe application procedures and practices for the sale, lease,
or other disposition of available land, resources, property, or interest in them;

(5) prescribe fees or service charges, with the consent of the
commissioner, for any public service tendered;

(6) under the conditions and limitations imposed by law and the
commissioner, issue deeds, leases” or other conveyances disposing of available land,

r resources, property” or any interests in them;
(7) have jurisdiction over state land, except thatland acquired by the

Alaska ~ World War Il Veterans Board and the AgriculturalLoan Board or the
departments or agencies succeeding to their respective functions through foreclosure
X or default; to this end., the director possesses the powers and, with the approval of the

1 commissioner, shall perform the duties necessary to protect the state's rights and

k interest in state land, including the taking of all necessary action to protect and

n enforce the state's contractual or other property rights;

b (8) [REPEALED

15 (9)] maintain the [SUCH] records [AS] the commissioner considers

A1 necessary, administer oaths, and do all things incidental to the authority imposed; the

21 following records and files shall be kept confidential upon request of the person

2 supplying the information:

23 (A) the name of the person nominating or applying for the

24 sale, lease, or other disposal of land by competitive bidding;

25 (B) before the announced time of opening, the names of the

26 bidders and the amounts of ihe bids;

27 (C) all geological, geophysical, and engineering data supplied,

25 whether or not concerned with the extraction or development of natural

2) resources;

0 (D) except as provided in AS 38.05.036, cost data and

3 financial information submitted in support of applications, bonds, leases, and
-3* SCS CSIIH 200I(KIN)
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similar items;

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

(F) requests for information or applications by public agencies
for land (hat [WHICH] is being considered for use for a public purpose;

(9 [(10)] account for the fees, licenses, taxes, or other money
received in the administration of this chapter including the sale or leasing of land,
identify their source, and promptly transmit them to the proper fiscal department after
crediting them to the proper fund; receipts from land application filing fees and
charges for copies of maps and records shall be deposited immediately in the general
fund of the state by the director;

(20) |(11)] select and employ or obtain at reasonable compensation
cadastral, appraisal, or other professional personnel the director considers necessary
for the proper operation of the division;

(11) [(12)] be the certifying agent of the state to select, accept, and
secure by whatever action is necessary in the name of the state, by deed, sale, gift,
devise, judgment, operation of law, or other means any land, of whatever nature or
interest, available to the state; and be the certifying agent of the state, to select,
accept, or secure by whatever action is necessary in the name of the state any land, or
title or interest to land available, granted, or subject to being transferred to the state
for any purpose;

(12) on rcpiicst. furnish records, files, and other information
related to the administration of AS 3S.05.150 to the Department of Revenue for
use in forecasting state revenue under or administering AS 43.55. whether or not
those records, files, and other information are reunired to he kept confidential
under (ft) of this subsection: in the ease of records, files, or other information
retiuired to he Kept confidential under (X) 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 (§
of this subsection

[(13) REPEALED

(I'l) REPEALED].
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* Sec. 3. AS 38.05.036(b) is amended to read:
(b) The Department of Revenue may obtain from the department information

relating to royalty arid net proiits payments and to exploration incentive credits under
this chapter or under AS 41.09, whether or not that information is confidential. The
Department of Revenue may use the information in carrying out its functions and
responsibilities under AS 43, and shall hold that information confidential to the extent
required by an agreement with the department or by AS 38.05.035(a)(8)
[AS 38.05.035(a)(9)], AS 41.09.010(d), or AS 43.05.230.

* Sec. 4. AS 38.05.036(1) is amended to read:
(f) Except as otherwise provided in this section or in connection with official

investigations or proceedings of the department, it is unlawful for a current or former
officer, employee, or agent of the state to divulge information obtained by the
department as a result of an audit under this section that is required by an agreement
with  the department or by AS 38.(15.035@)(8) [AS 38.05.035(a)(9)] or

AS 41.09.010(d) to be kept confidential.

* See. 5. AS 35.05.036(g) is amended to read:
(g) Nothing in this section prohibits the publication of statistics in a manner

that maintains the confidentiality of information to the extent required by an
agreement with the department or by AS 3S5.05.035(a)(8) [AS 38.05.035(a)(9)] or

AS 41.09.010(d).

* See. 6. AS 38.05.123(1) is amended lo read:
(0 As part of the timber sale negotiations authorized by this section, the

commissioner may require a prospective purchaser negotiating a timber sale contract
to submit financial and technical data that demonstrates that the requirements of this
section have been or will be met. Upon the prospective purchaser’s request, the
commissioner shall keep data provided by the purchaser confidential in accordance
with the requirements of AS 38.05.1135(3)(8) | AS 3S.05.035(a)(0)].

* Sec. 7. AS 38.05.133(e) is amended to read.
(e) The commissioner may make a written request to a prospective licensee

for additional information on the prospective licensee’s proposal, flic commissioner
shall  keep confidential information described in  AS 38.05.035(a)(8)
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[AS 38.05.035(a)(9)] that is voluntarily provided if the prospective licensee has made
awritten request that the information remain confidential,

* See. 8. AS 38.05.1 S0()) is amended to read:

() The commissioner
(D) may provide for modification of royalty on individual leases

leases unitized as described in (p) of this section, leases subject to an agreement
described in (s) or (t) of this section, or interests unitized under AS 31.05
(A) toallow for production from an oil or gas field or pool if
(i) the oil or gas field or pool has heen sufficiently
delineated to the satisfaction of the commissioner;
(ii) the field or pool has not previously produced oil or

gas for sale; and
(iii) oil or gas production from the field or pool would

not otherwise be economically feasible;

(B) to prolong the economic life of an oil or gas field or pool
as per barrel or 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

(C) to reestablish production of shut-in oil or gas that would
not otherwise he economically feasible;

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

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

() n.ay not grant a royalty reduction for a field or pool

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

SC'S CSIIH 2001(I'*1.\)
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for the field or pool would establish a royalty rate of less than five percent in
amount or value of the production removed or sold from a lease or leases

covering the field or pool;
(B) under (1)(B) or (1)(C) of this subsection if the royalty

modification for the field or pool would establish a royalty rate of less than
three percent in amount or value of the production removed or sold from a
lease or leases covering the field or pool;

(5) may not grant a royalty reduction under this subsection without
including an explicit condition that the royalty reduction is not assignable without the
prior written approval, which may not be unreasonably withheld, by the
commissioner; the commissioner shall, in the preliminary and final findings and
determinations, set out the conditions under which the royalty reduction may be
assigned;

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

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

and
(B) shall keep the data confidential under AS 38.05.(135(3)(.9)

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

(7) may
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(A) require the lessee or lessees making application for th
royalty 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
qualified consultants compiled by the commissioner, to evaluate hydrocarbon
development, production, transportation, and economics and to assist the
commissioner in evaluating the application and financial and technical data;
if, under this subparagraph, the commissioner requires payment for the
services of an independent contractor, the total cost of the services to be paid
for by the lessee or lessees may not exceed 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;

(B) with the mutual consent ol' the lessee or lessees making
application for the royalty reduction under (1)(B) or (1)(C) of this subsection,
request payment for the services of an independent contractor, selected from a
list of qualified consultants to evaluate hydrocarbon development, production,
transportation, and economies 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 sendees 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;
©®) shall make and publish a preliminary findings and determination
on the royalty reduction application, give reasonable public notice oi the preliminary
findings and determination, and invite public comment on the preliminary findings

and determination during a 30-day period for receipt of public comment;
0) shall offer to appear before the Legislative Budget and Audit

Committee, on a day that is not earlier than 10 days and not later than 20 days tiller
giving public notice under (S) of this subsection, to provide the committee a review of

'S CM 11t 2HU(*IN) 8-
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the commissioner's preliminary findings and determination on the royalty reduction
application and administrative process; if the Legislative Budget and Audit
Committee accepts the commissioner's offer, the committee shall give notice of the
committee's meeting to all members of the legislature;
(10) shall make copies of the preliminary findings and determination
available to
(A) the presiding officer of each house of the legislature;
(B) the chairs of the legislature's standing committees on
resources; and
(C) the chairs of the legislature's special committees on oil and
gas, if any;
(11) shall, within 30 days 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 final findings and determination; the
commissioner's final findings and determination prepared under this
subparagraph regarding a royalty reduction is final and not appealable lo the

court;
(C) transmit a copy of the final findings and determination to

the lessee;
(D) with the applicant's consent, amend the applicant's lease or
unitization agreement consistent with the commissioner's final decision; and
(fi) 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 38.05,13-1(3) or (2) of this

section in the commissioner's determination under this subsection.

* See. y. AS 38.05,275(c) is amended to read:
(©) Subsection (b) of this section may not be construed to limit the director in

the exercise of authority granted by AS 38,(151135(»)( 11) |AS 38.05.035(a)(12)J,

0- SCS CSINt 200L('IN) |
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* Sec. 10. AS 39.25.110 is amended by adding a new paragraph to read:

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

* Sec. 11. AS 41.09.010(d) is amended to read:
(d) Data derived from drilling a stratigraphic test well or exploratory well that

iIs provided to the commissioner under (c)(3) of this section shall be kept confidential
for 24 months after receipt by the commissioner unless the owner of the well gives
written permission to the state to release the well data at an earlier date, and,
notwithstanding AS 31.05.035(c), confidentiality may not be extended beyond 24
months. The provisions of AS 38.05.035(a)(8)(C) [AS 38.05.035(a)(9)(C)] apply to
other data provided to the commissioner under (c)(3) of this section, except that the
commissioner, under appropriate confidentiality provisions and without preference or
discrimination, may display to all interested third parties, but may not distribute or
transfer in hard copy or electronic form, those data with respect to all land if the
commissioner determines that the limited disclosure is necessary to further the
interest of the slate in evaluating or developing its land.

* See. 12. AS 43.05.230(a) is amended lo read:
(@) It is unlawful for a current or former officer, employee, or agent of the

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

or return made under this title, except

(1) in connection with official investigations or proceedings of the
department, whetherjudicial or administrative, involving taxes due under this title:

(2) in connection with official investigations or proceedings of the
child support enforcement agency, whether judicial or administrative, involving child
support obligations imposed or imposable under AS 25 or AS 47

(3) as provided in AS 38.05.036 pertaining to audit functions of the

Department of Natural Resources;
(4) asprovided in AS 43.05.405 -43.05.499; and
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(5) as otherwise provided in this section or AS 43.55.890.

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

(h) The commissioner shall, upon request, tumish to the Department of
Natural Resources copies of tax returns, reports, and other documents filed under
AS 4355 or AS 43.65 and the Department of Revenue’s determinations and
workpapers under those chapters. The Department of Natural Resources shall
maintain the confidentiality that the Department of Revenue is required to extend to
the returns, reports, documents, determinations, and workpapers furnished to the
Department of Natural Resources under this subsection.

* Sec. 14 AS 43.05.260(a) is amended to read:

(@) Except as provided in (c) of this section. [AND] AS 43.20.200(b), and
AS 43,55.075. the amount of a tax imposed by this title must be assessed within three
years after the return was filed, whether or not a return was filed on or after the date
prescribed by law. If the tax is not assessed before the expiration of the applicable
[THREE-YEAR] period, proceedings may not be instituted in court for the collection

of the tax.

* See. 15. AS 4355.011 (c) is repealed and reenacted to read:

(e) There is levied on the producer of oil or gas a tax for all oil and gas
produced each calendar year from each lease or property in the state, less any oil and
gas the ownership or right to which is exempt from taxation or constitutes a
landowner's royalty interest. Except as otherwise provided under (1). (j). and (k) of
this section, the tax is equal to the production tax value of the taxable oil and gas as
calculated under AS 43.55.160 multiplied by the tax rate determined under (g) of this

section.

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

(0 Jhe levy of tax under this section for [ON A PRODUCER OF] oil and gas
produced north of 68 degrees North latitude, other than nil and uas production

subject to (i) of this section, may not be less than
(1) four percent of the gross value at the point of production when the

average price per banel for Alaska North Slope crude oil lor sale on the United States
West Coast during the calendar year for which the tax is due is more than S25;
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Ttz Undtjclinud tDELI'TIT 5 VX7 UKAOKETrSDI



WORK DRAFT WORK DRAFT 25-GHOOI4\R|

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

(3) two percent of the gross value at the point of production when the
average price per barrel for Alaska North Slope crude oil for sale on the United States
West Coast during the calendar year for which the tax is due is over S17.50 but not
over $20;

(4) one percent of the gros™ value at the point of production when the
average price per barrel for Alaska North Slope crude oil for sale on the United States
West Coast during the calendar year lor which the tax is due is over $15 but not over
$17.50; or

(5) zero percent of the gross value at the point of production when the
average price per barrel for Alaska North Slope crude oil for sale on the United States
West Coast during the calendar year for which the tax is due is $15 or less.

* Sec. 17. AS 43.55.011(g) is repealed and reenacted to read:
(9) The tax rate applied to the monthly production fax value of oil and gas

under (e) of this section for each month of the calendar year in which the tax is levied
Is 22.5 percent plus, for each month for which the monthly average production tax
value for each BTU equivalent barrel is more than

(1) $30 but not more than $50. 0.6 percent multiplied by the number
that represents the difference between the average production tax value for each BTU

equivalent barrel of the taxable oil and gas for that month and $30;
(2) $50 but not more than $70, the sum of 12 percent and the product

of 0.5 percent multiplied by the number that represents the difference between the
average production tax value for each BTU equivalent barrel of the taxable oil and

gas for that month and $50:
(3) $70 but not more than $90, the sum of 22 percent and the product

of 0.35 percent multiplied by the number that represents the difference between the
average production tax value for each BTU equivalent barrel of the taxable oil and

gas for that month and $70;
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(4) SO0, the sum of 29 percent and the product of 01 perccr
multiplied by Ihe number that represents the difference between the average
production tax value for each BTU equivalent barrel of the taxable oil and gas for that
month and $90, except that the sum determined under this paragraph may not exceed
50 percent, and the total tax rate under this subsection may not exceed 75 percent.

* Sec. 18 AS 4355.01 I(j) is amended to read:

() l:or acalendar year before 2022, the [TOTAL] tax levied by (¢) [AND (g)]
of this section for [ON] gas produced from a lease or property in the Cook Inlet
sedimentary basin may not exceed

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

(2) for a lease or property that first commences commercial
production of gas after March 31, 2006, the product obtained by multiplying (A) the
amount of taxable gas produced during the calendar year from the lease or property.
times (B) the average rate of tax that was imposed under this chapter for [ON]
taxable gas produced from all leases or properties in the Cook Inlet sedimentary basin
for the 12-month period ending on March 31 2006, times (C) the average prevailing
value for gas delivered in the Cook Inlet area lor the 12-month period ending
March 31, 2006, as determined by the department under AS 4355.020(1).

* Sec. 19, AS 43.55.011(k) is amended to read:

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

(9)] of this section for [ON] oil produced from a lease or property in the Cook Inlet

sedimentary basin may not exceed
(1) for a lease or property that first commenced Commercial

production of oil before April 1 2006, the product obtained hy multiplying (A) the
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amount of taxable oil produced during the calendar year from th lease or property,
times (B) the average rate of tax that was imposed under this chapter for [ON]
taxable oil produced from the lease or property for the 12-month period ending on
March 31, 2006, times (C) the quotient obtained by dividing the total gross value at
the point of production of the taxable oil produced from the lease or property during
the 12-inonth period ending on March 31, 2006, by the total amount of that oil;

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

* Sec. 20. AS 43.55.01 I(m) is repealed and reenacted:

(m) Notwithstanding any contrary provision of AS 38.05.1S0(i),
AS 41.09.010, AS 4355.024, or 4355.025, the department shall provide by
regulation a method to ensure that for a calendar year for which a producer's tax
liability is limited by AS 4355.011(j) or (k). tax credits otherwise available under
AS 35.05.150(i), AS 41.09.010, AS 43.55.024, or 43.55.025 and allocated lo oil or
gas subject to the limitations in AS 4355.011 (j) and (k) are accounted for as though
the credits had been applied first against a tax liability calculated without regard to
the limitations under AS 4355.01 I(j) and (k) so as to reduce the tax liability to the
maximum amount provided for under AS 43.55.01 I(j) for the production of gas or
AS4355011 (k) for the production of oil. The regulation must provide for a

(k). Only the amount of a tax credit remaining after the accounting provided for under
this subsection may he used for a later calendar year, transferred to another person, or
applied against a tax levied on the production of oil or gas not subject to
AS 43.55.011()) nr (k) to the extent otherwise allowed.

* Sec. 21. AS 43.55.020(a) is repealed and reenacted lo read:
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@ For a calendar year, a producer subject to tax under AS 43.55.011() - (i)

shall pay the tax as follows:
@) an installment payment of the estimated tax levied b

AS 43,55.011(c) and (i), net of any tax credits applied as allowed by law, is due for
each month of the calendar year on the last day of the following month; except as
otherwise provided under (2) of this subsection, the amount of the installment
payment is the sum of the following amounts, less 1/12 of the tax credits that are
allowed by law to be applied against the tax levied by AS 43.55.011(e) and (i) for the
calendar year, but the amount of the installment payment may not be less than zero:
(A) for oil and gas produced front leases or properties in the
state outside the Cook Inlet sedimentary basin, other than leases or properties
subject to AS 43.55.011(f), the greater of

(i) zero; or

(i) 225 percent of the remainder obtained by
subtracting 1/12 of the producer's adjusted lease expenditures for the
calendar year of production under AS 43.55.165 and 43.55.170 that are
deductible for the leases or properties under AS 43.55.160 from the
gross value at the point of production of the oil and gas produced from
the leases or properties during the month for which the installment
payment is calculated;

(B) for oil and gas produced from leases or properties subject
to AS 4355.011(1), the greatest of

(i) zero;

(i)  zero percent, (‘tie percent, two percent, three
percent, or lour percent, as applicable, of the gross value at the point of
production of the oil and gas produced from all leases or properties
during the month for which the installment payment is calculated; or

(i) 225 percent of the remainder obtained by
subtracting 1/12 of the producer's adjusted lease expenditures for the
calendar year of production under AS 43.55.165 and 43.55.170 that are
deductible for those leases or properties under AS 43.55.160 from the
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gross value at the point of production of the oil and gas produced from

1

2 those leases or properties during the month for which the installment
3 payment is calculated,;

4 © for oil and gas produced from each lease or property
5 subject to AS 4355.011 () or (k). the greater of

6 (i) zero; or

7 (i) 225 percent of the remainder obtained by
S subtracting 1/12 of the producer's adjusted lease expenditures for the
9 calendar year of production under AS 43.55.165 and 43.55.170 that are
10 deductible under AS 43.55.160 for oil or gas, respectively, produced
n from the lease or property from the gross value at the point of
12 production of the oil or gas, respectively, produced from the lease or
13 property during the month for which the installment payment is
14 calculated,;

15 (2 an amount calculated under (1)(C) of this subsection for oil or gas
16 produced from a lease or property subject to AS 43.55.01 I(j) or (k) may not exceed
17 the product obtained by carrying out the calculation set out in AS 4355.01 1(j)(I) or
18 (2), as applicable, for gas or set out in AS 435501 I(k)(l) or (2), as applicable, for
19 oil, but substituting in AS 43.55.01 I(j)(I)(A) or (2)(A), as applicable, the amount of
20 taxable gas produced during the month for the amount of taxable gas produced during
2 the calendar year and substituting in AS 43.55,011 (K)(1)(A) or (2)(A). as applicable,
2 the amount of taxable oil produced during the month for the amount of taxable oil
23 produced during the calendar year;

24 (3 an installment payment of the estimated tax levied by
25 AS 4355.01 I(i) for each lease or property is due for each month of the calendar year
26 on the last day of the following month; the amount of the installment payment is the
27 sum of

28 (A) the applicable tax rate for oil provided under
29 AS 4355.01 1(i), multiplied by the gross value at the point of production of
30 the oil taxable under AS 4355.01 I(i) and produced from the lease or property
3l during the month; and
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(B)  the applicable tax rate for gas provided unde
AS 4355.01 (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) any amount of tax 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.

* Sec. 22. AS 43.55.020(g) is amended to read:
(@ Notwithstanding any contrary provision of AS 43.05.225, an unpaid

amount of an installment payment required under (a)(1) - (3) [(8)(1) - (4)] of this
section that is not paid when due bears interest (1) at the rate provided for an
underpayment under 26 U.S.C. 6621 (Internal Revenue Code), as amended,
compounded daily, from the date the installment payment is due until [THE]
March 3L following the calendar year of production [DESCRIBED IN
AS 43.55.030(a)], and (2) as provided for a delinquent tax under AS 43.05.225 after
that March 3L Interest accrued under (1) of this subsection that remains unpaid after
that March 31 is treated as an addition to tax that bears interest under (2) of this
subsection. An unpaid amount of tax due under (a)(4) [(a)(5)] of this section that is
not paid when due bears interest as provided for a delinquent tax under AS 43.05.225.
* See. 23, AS 43.55.020(h) is amended to read:
(h) Notwithstanding any contrary provision of AS 43.05.280,

(1) an overpayment of an installment payment required under (a)(1) -
(3 [(a)(1) - (4)] of this section bears interest at the rate provided for an overpayment
under 26 U.S.C. 6621 (Internal Revenue Code), as amended, compounded daily, from
the later of the date the installment payment is due oi the date the overpayment is

made, until the earlier of
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(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 [THE] March 3L
following the calendar vear of production [DESCRIBED IN AS 43.55.030(a)] or
the date that the statement required under AS 43.55.030(a) is filed;

(3) interest is allowed under (2) of this subsection only from a dale
that is 90 days after the later of [THE] March 3L following the calendar vear of
production [DESCRIBED IN AS 4355.030(a)] or the date that the statement
required under AS 43.55.030(a) is filed; interest is not allowed if the overpayment
was refunded within the 90-day period;

(4) interest under (2) and (3) of this subsection is paid at the rate and
in the manner provided in AS 43.05.225( 1).

* Sec. 24. AS 43.55.023(a) is amended to read:
@ A producer or explorer may take a tax credit for a qualified capital
expenditure as follows:

(1) notwithstanding that a qualified capital expenditure may be a
deductible lease expenditure for purposes of calculating the production tax value of
oil and gas under AS 43.55.160(a). unless a credit for that expenditure is taken under
AS 35.05.180(i), AS 41.09.010. AS 43.20.043, or AS 4355.025, a producer or
explorer that incurs a qualified capital expenditure may also elect to apply [TAKE] a
tax credit against a tax levied by [DUE UNDER] AS 43.55.011(g) in the amount of
20 percent of that expenditure; however, not more than half of the tax credit mav
he applied for a single calendar vear:

(2) a producer or explorer may take a credit for a qualified capital
expenditure incurred in connection with geological or geophysical exploration or in
connection with an exploration well only if the producer or explorer [PROVIDES TO
Till: DEPARTMENT, AS PART OF THE STATEMENT REQUIRED UNDER
AS 4355.030(0) FOR THE CALENDAR YEAR FOR WHICH THE CREDIT IS
SOUGHT TO BE TAKEN, THE PRODUCER'S OR EXPLORER'S WRITTEN

AGREEMENT]
(A) agrees, in writing, to the applicable provisions of
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AS 4355.025(0(2) [TO NOTIFY THE DEPARTMENT OE NATURAL
RESOURCES, BEFORE THE LATER OF 30 DAYS AFTER
COMPLETION OF THE GEOLOGICAL OR GEOPHYSICAL DATA
PROCESSING OR COMPLETION OF THE WELL, OR 30 DAYS AFTER
THE STATEMENT ISFILED, OF THE DATE OF COMPLETION AND TO
SUBMIT A REPORT TO THAT DEPARTMENT DESCRIBING THE
PROCESSING SEQUENCE AND PROVIDE A LIST OF DATA SETS

AVAILABLE];
(B) submits [Tu PROVIDE] to the Department of Natural

Resources all data Ilial would lie required to he submitted iiikre
AS 4355.025(0(2) [, WITHIN 30 DAYS AFTER THE DATE OF A
REQUEST, SPECIFIC DATA SETS, ANCILLARY DATA. AND

REPORTS IDENTIFIED IN (A) OF THIS PARAGRAPH];
€)) a tax credit for a qualified capital expenditure to explore for.

develop, or produce nil or »as deposits subject to AS 43.55.011(0 mas- not be
applied against a lax for oil or »as produced from a lease or property not subject

to AS 43.55.011(0
[(C) THAT, NOTWITHSTANDING ANY PROVISION OF

AS 38. THE DEPARTMENT OF NATURAL RESOURCES SHALL HOLD
CONFIDENTIAL THE INFORMATION PROVIDED TO THAT
DEPARTMENT UNDER THIS PARAGRAPH FOR 10 YEARS
FOLLOWING THE COMPLETION DATE, AFIER WHICH THE
DEPARTMENT SHALL PUBLICLY RELEASE THE INFORMATION
AFTER 30DAYS'PUBLIC NOTICE].

* See. 25. AS 43.55.023(b) is amended to read:
(b) A producer nr explorer may elect to take a tax credit in the amount of 225

P01percent of a carried-forward annual loss. A credit under this subsection may be
applied against a tax levied bv [DUE IJNDER] AS 43.55.011(¢). 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 ealeidnlint; production tax values for tint
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calendar year under AS 43.55.160 [AS 43.55.160(h) AND (c)].

* Sec. 26. AS 43.55.023(d) is amended to read:
(d) Except as limited by (i) of this section, a person that is entitled to lake a

tax credit under this section, other than a tax credit described in (a)(3) of this
section, and that wishes to transfer the unused credit to another person or obtain a
cash payment may apply to the department for [A] transferable tax credit certificates
[CERTIFICATE]. An application under this subsection must be in a form prescribed
by the department and must include supporting information and documentation that
the department reasonably requires. The department shall grant or deny an
application, or grant an application as to a lesser amount than that claimed and deny it
as to the excess, not later than 120 [60] days after the latest of (1) March 3L of the
year following the calendar year in which the qualified capital expenditure or carried-
forward annual loss for which the credit is claimed was incurred; (2) [IF THE
APPLICANT ISREQUIRED UNDER AS 4355.030(a) TO FILE A STATEMENT
ON OR BEFORE MARCH 3L OF THE VEAR FOLLOWING THE CALENDAR
YEAR IN WHICH THE QUALIFIED CAPITAL EXPENDITURES OR CARRIED-
FORWARD ANNUAL LOSS FOR WHICH THE CREDIT IS CLAIMED WAS
INCURRED,] the date the statement required under AS 43.55.030(a) or (c) was
filed for the calendar year in which the qualified capital expenditure or carricd-
forwiird annual loss for which the credit is claimed was incurred; or (3) the date
the application was received by the department. If, based on the information then
available to it, the department is reasonably satisfied that the applicant is entitled to a
credit, the department shall issue the applicant two [A| transferable tax credit
certificates’, eaeli [CF.R'I IFICATE] for half of the amount of the credit. Hie credit
shown on one of tlie two certificates is available for inmediate use. The credit
shown on the second of the two certificates mas not he applied against a tax for a
calendar vear earlier than the calendar vear following the calendar vear in
which the certificate is issued, and lhe certificate must contain a conspicuous
statement to that effect. A certificate issued under this subsection docs not expire.

* See. 27. AS 43.55.023(c) is amended to read:
(c) A person to which a transferable tax credit certificate is issued under (d)

esc St 21101 (FIN) A
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of this section may transfer the certificate to another person, and a transferee may
further transfer the certificate. Subject to the limitations set out in (a) - (tl) [(a) - (¢)]
of this section, and notwithstanding any action the department may take with respect
to the applicant under (g) of this section, the owner of a certificate may apply the
credit or a portion of the credit shown on the certificate only against a tax levied hv
[DUE UNDER] AS 43.55.011(c). However, a credit shown on a transferable tax
credit certificate may not be applied to reduce a transferee's total tax liability [DUE]
under AS 43.55.011(e) for [ON] oil and gas produced during a calendar year to less
than 80 percent of the tax that would otherwise be due without applying that credit.
Any portion of a credit not used under this subsection may be applied in a later
period.
* Sec. 28. AS 43.55.023(i) is amended to read:
(i) For the purposes of this section,

(1) aproducer’s or explorer's tiansitional investmeni expenditures are
the sum of the expenditures the producer or explorer incurred after March 31, 2001.
and before April 1, 2006, that would be qualified capital expenditures if they were
incurred afier March 31, 2006, less the sum of the payments or credits the producer or
explorer received before April 1 2006, for the sale or other transfer of assets,
including geological, geophysical, or well data or interpretations, acquired by the
producer or explorer as a result of expenditures the producer or explorer incurred
before April 1 2006, that would be qualified capital expenditures, if they were
incurred after March 31, 2006;

(2) aproducer or explorer that did not have commercial production
of oil or uas from a lease or property in llie stale before April 1 21)06, may elect
to take a tax credit against a tax levied In [DI E UNDER] AS 43.55.011(¢) 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 are incurred during the

calendar year for which the credit is taken;
(3) a producer or explorer may not lake a tax credit for a transitional

investment expenditure
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(A) forany calendar year after [THE LATER OF
()] 2013; [OR
(i) THE SIXTH CALENDAR YEAR AFTER THE

CALENDAR YEAR FOR WHICH THE PRODUCER FIRST

APPLIES A CREDIT UNDER THIS SUBSECTION AGAINST A

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

HAVE COMMERCIAL PRODUCTION OF OIL OR GAS FROM A

LEASE OR PROPERTY IN THE STATE BEFORE APRIL 1 2006;]

(B) more than once; or
(C) if a credit for that expenditure was taken under
AS 38.05.180(i), AS 41.09.010, AS 43.20.043, or AS 43.55.025;

4 notwithstanding (d). (e). and (g) of this section, a producer or
explorer may not transfer a tax credit or obtain a transferable tax credit certificate for
a transitional investment expenditure.

* Sec. 29. AS 43.55.023 is amended by adding a new subsection to read:
(/) An entity that is exempt from taxation under this chapter may not apply
fora transferable tax credit certificate.

* See. 30. AS 43.55.025(a) is amended to read:
@ Subject lo the terms and conditions of this section, a credit against the

production tax levied bv [DUE UNDER] AS 43.55.011(c) [OR ()] is allowed for
exploration expenditures that qualify under (b) of this section in an amount equal to

one ofthe following:
(1) 20 percent of the total exploration expenditures that qualify only

under (b) and (c) of this section;
(2) 20 percent of the total exploration expenditures |[FOR WORK

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

this section;
(3) 40 percent of the total exploration expenditures that qualify ut tier

(b), (c). and (d) of this section; or
(4) 40 percent of the total exploration expenditures that quality only

under (b) and (e) of this section.
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* See. 31 AS 43.55.025(b) is amended to read:
(b) To qualify for the production tax credit under (a) of this section, an

exploration expenditure must be incurred for work performed [ON OR] after
December 31. 2007 [JULY 1, 2003], and before July 1, 2016, [EXCEPT THAT AN
EXPLORATION EXPENDITURE FOR A COOK INLET PROSPECT MUST BE
INCURRED FOR WORK PERFORMED ON OR AFTER JULY 1, 2005,] and

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

(2) if for an exploration well,

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

(B) may be for either a [AN OIL OR GAS DISCOVERY]
well that encounters an oil or gas deposit or a dry hole; [AND]

(C) must be for a well that lias been completed, suspended,
or abandoned at the time the explorer claims the tax credit under (O of
this section; and

(D) must bhe for goods, services, or rentals of personal
property reasonably required for the surface preparation, drilling, casing,
cementing, and logging of an exploration well, and. in the case of a dry hole,
for the expenses required for abandonment if the well is abandoned within 18
months after the date the well was spudded,;

(3) may not be for [TESTING, STIMULATION, OR COMPLETION
COSTS;] administration, supervision, engineering, or lease operating CoSts;
geological or management costs; community relations or environmental costs;
bonuses, taxes, or other payments to governments related lo the well; costs arising
front »ross nci;li»cnit* or violation of health, surety, or environmental statutes or
regulations: or other costs that are genet Ily recognized as indirect costs ot financing
costs: and

(4) may not be incurred for an exploration well or seismic exploration
that is included in a plan of exploration or a plan of development for any unit before
Mav 14 2D11310N MAY 13 2003].
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* Sec. 32. AS 43.55.025(¢) is repealed and reenacted to read:
(©) To be eligible for the 20 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

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

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

(A) before spudding the well,
(1) 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
distinctly separate from any trap that has been tested by a preexisting

well; and
(i) the commissioner of natural resources must make

an affirmative determination on that question; the commissioner of
natural resources shall decide whether to make that determination
within 60 days after receiving all the necessary information from the
explorer and based on the information received and on other
information the commissioner of natural resources may consider
relevant;

(B) for an exploration well other than a well to explore a Cook
Inlet prospect, the well must be located and drilled in such a manner that the
bottom hole is located not less than three miles away from the bottom hole of
a preexisting well drilled for oil or gas. irrespective of whether the preexisting
well has been completed, suspended, or abandoned,;

(C) after completion, suspension, or abandonment of the
exploration well, the commissioner of natural resources must determine that
the well adequately achieved the explorer's stated geological objective.

* Sec. 33. AS 4355.025(0 amended to read:

(O For aproduction tax credit under this section,
@ an explorer shall, in a form prescribed by the department and.

except for a credit under (/) of this section, within six months of the completion of
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the exploration activity, claim the credit and submit information sufficient to
demonstrate to the department’s satisfaction that the claimed exploration expenditures
qualify under this section;

(2) an explorer shall agree, in writing,

(A) to notify the Department of Natural Resources, within 30
days after completion of seismic or geophysical data processing, completion
of [A] well drilling, or filing of a claim for credit, whichever is the latest, for
which exploration costs arc claimed, of the date of completion and submit a
report to that department describing the processing sequence and providing a
list of data sets available; [IF, UNDER (c)(2)(B) OF THIS SECTION, AN
EXPLORER SUBMITS A CLAIM FOR A CREDIT FOR EXPENDITURES
FOR AN EXPLORATION WELL THAT IS LOCATED WITHIN THREE
MILES OF A WELL ALREADY DRILLED FOR OIL AND GAS, IN
ADDITION TO THE SUBMISSIONS REQUIRED UNDER (1) OF THIS
SUBSECTION, THE EXPLORER SHALL SUBMIT THE INFORMATION
NECESSARY FOR THE COMMISSIONER OF NATURAL RESOURCES
TO EVALUATE THE VALIDITY OF THE EXPLORER'S CLAIM THAT
THE WELL IS DIRECTED AT A DISTINCTLY SEPARATE
EXPLORATION TARGET, AND THE COMMISSIONER OF NATURAL
RESOURCES SHALL, UPON RECEIPT OF ALL EVIDENCE
SUFFICIENT FOR THE COMMISSIONER TO EVALUATE THE
EXPLORER'S CLAIM. MAKE THAT DETERMINATION WITHIN 60
DAYS;]

(B) to provide to the Department of Natural Resources, within
30 days after the date of a request, unless a longer period is provided I>v Hie
Department of Natural Resources, specific data sets, ancillary data, and
reports identified in (A) of this paragraph; in this subparagraph.

(1) a seismic or geophysical data set includes the
data for an entire seismic stirveu irrespective of whether the
survey area covers nonstate land in addition to slate land or land
in a unit in addition to land outside a unit:
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(in well data Include all derivative products, results

and copies of data collected and data analyses for the well; well
logs; sample analyses: geophysical and velocity data including
vertical seismic profiles and check shot surveys: and tangible
material including, for each whole core collected, a lengthwise cut
slab that is at least 1/3 of the whole core volume, and
representative samples, as specified bv the Department of Natural
Resources, of other uaseous, liquid, or solid material collected

from drilling or testing the well;

© that, notwithstanding any provision of AS 3S, information

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

Natural Resources

SCSCSUH 2(I0)Ifl- IN)

(1) Li the ease of well data, until the expiration of the
24-month period of confidentiality described in AS 31.05.035(c).
without extension, after which the Department of Natural
Resources [FOR 10 YEARS FOLLOWING THE COMPLETION
DATE, AT WHICH TIME THAT DEPARTMENT] will release the
information after 30 days' public notice unless, in the discretion of
the commissioner of natural resources, it is necessary to withhold
the well data in order to avoid disclosing information relating to
the valuation of unlcased acreage in the same vicinity:

(i) in the ease of seismic or other geophysical data,
other than seismic data acquired by seismic exploration subject to
(/) of this section, for 10 years following the completion date, at
which time the Department of Natural Resources will release the

information after 30 days' public notice;
(i) in the case of seismic data obtained bv seismic

exploration subject to (/) of (his section, only until the expiration of
30 days" public notice issued on or after the date the production
tax credit certificate is issued under (5) of this subsection;

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

Db
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exploration, each explorer may claim an amount of credit that is proportional to the
explorer's cost incurred;

(4) the ucpartment may exercise the full extent of its powers as though
the explorer were a taxpayer under this title, in order to verify that the claimed
expenditures are qualified exploration expenditures under this section; and

(5) if the department is satisfied that the explorer's claimed
expenditures are qualified under this section and that all data required to be
submitted under this section have been submitted, the department shall issue to the
explorer a production tax credit certificate for the amount of credit to be allowed
against production tuxes levied bv AS 43.55.01 Ife): notwithstanding anv contrary
provision of AS 38. AS 40.25.100. or AS 43.05.230. the following information is
not confidential:

(A) the explorer's name:

(B) the date of the application:

(C) the location of the well or seismic exploration:

(1)) the dale of the department's issuance of (be certificate;
and

(E) the date on which the information required to be
submitted under this section will be released [DUE UNDER

AS 43.55.011(¢) OR (0].

* Sec. 34. AS 43.55.025(g) is amended to read:
(1)) An explorer, other than an entity that is exempt from taxation under

this chapter, may transfer, convey, or sell its production tax credit certificate to any
person, and any person who receives a production tax credit certificate may also
transfer, convey, or sell the certificate.

* See. 35. AS 43.55.025(h) is amended to read:
1 A producer that purchases a production tax credit certificate may apply

the credits against its production tax levied bv [LIABILITV UNDER)
AS 43.55.011(¢) [OR (I)|. Regardless of the price the producer paid for the
certificate, the producer may receive a credit against its production tax liability ibr the
full amount ot the credit, but for not more than the amount for which the certificate is
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issued. A production tax credit allowed under this section may not he applied more
than once.
* Sec. 36. AS 43.55.025()) is repealed and reenacted to read:
(i) For aproduction tax credit under this section,

(1) a credit may not be applied lo reduce a taxpayer's tax liability
under AS 43.55.011(¢) below zero for a calendar year; and

(2) an amount of the production lax credit in excess of the amount that
may be applied for a calendar year under this subsection may be carried forward and
applied against the taxpayer's tax liability under AS 43.55.011(g) in one or more later

calendar years.

* See. 37. AS 43.55.025(k) is amended by adding a new paragraph to read:
4 "preexisting well" means a well that was spudded more than 540

days but less than 35 years before the date on which the exploration well to which il

is compared is spudded.
* See. 38. AS 43.55.025 is amended by adding a new subsection to read:
(/) Subject to the terms and conditions of this section, if a claim is filed under
(f)(1) of this section before January 1, 2016, a credit against the production tax levied
by AS 43.55.011(¢) is allowed in an amount equal to five percent of an eligible
expenditure under this subsection incurred for seismic exploration performed before
July 1,2003. To be eligible under this subsection, an expenditure must
(1) have been for seismic exploration that
(A) obtained data that the commissioner of natural resources
considers to be in the best interest of the state to acquire for public
distribution; and
(U) was conducted outside the boundaries of a production unit:
however, the amount of the expenditure that is otherwise eligible under this
section is reduced proportionately by the portion of the seismic exploration
activity that crossed into a production unit; and
(2) qualify under (b)(3) of this section.

* See. 39. AS 43.55.030(a) is amended to read:
(@) A producer that produces oil or mis from a lease or nioneitv in the
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state during a calendar year, whether or not anv tax payment is due under
AS 43.55.020(a) for that oil or gas, [THE PERSON PAYING THE TAX] shall file
with Ihe department on March 3L of the following year [FOLLOWING THE
CALENDAR YEAR FOR WHICH THE TAX WAS LEVIED] a statement, under
oath, in a form prescribed by the department, giving, with other information required,

the following:
(1) a description of each lease or property from which [THE] oil or

[AND] gas was [WERE] produced, by name, legal description, lease number, or
accounting codes assigned by the department;

(2) the names of the producer and, if different, the person paying the
tax, if anv;

(3) (lie gross amount of oil and the gross amount of gas produced from
each lease or property, and the percentage of the gross amount of oil and gas owned

by the [EACH] producer [FOR WHOM THE TAX IS PAID];
(4) the gross value at the point of production of the oil and of the gas

produced from each lease or property owned by the [EACH] producer and the costs

of transportation of the oil and i;as [ForR WHOM THE TAX 1S PAID];
(5) the name of the first purchaser and the price received for the oil

and for the gas, unless relieved from this requirement in whole or in part by the

department; [AND]

(6) the producer's Qualified capital expenditures, as d.-fined in
AS 4355.023. other lease expenditures (AND ADJUSTMENTS AS
CALCULATED] under AS 4355.165. and adjustments or other payments or

credits under AS 43.55.170;
(7) the production tax values of Ihe oil and gas under

AS 43.55.160:

(X) anv claims for lax credits lo be applied; and

9 calculations showing the amounts, if anv, that were or are due
under AS 4355.020(a) and interest on anv underpayment or overpayment

[AS 43.55.160-43.55.170].
* See. 40. AS 43.55.030(d) is amended to read:
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(d) Reports required under this section [BY OR ON BEHALF OF THE
PRODUCER] are delinquent the first day following the day the report is due. The
person required to file the report is liable for a penalty, as determined by the
department under standards adopted in regulation bv the department, of not
more than S1.000 for each dav the person fails to file the report at the time
required. The penalty is in addition to the penalties in AS 43.05.220 and
43.05.290 and is assessed, collected, and paid in the same manner as a tax
deficiency under this title. In this subsection, "reportIlincludes a statement.

* Sec. 41. AS 43.55.030 is amended by adding new subsections to read:

() An explorer or producer that incurs a lease expenditure under
AS 4355.165 or receives a payment or credit under AS 43.55.170 during a calendar
year but does not produce oil or gas from a lease or property in the state during the
calendar year shall file with the department on March 31 of the following year a
statement, under oath, in a form prescribed by the department, giving, with other
information required, the following:

(1) the producer's qualified capital expenditures, as defined in
AS 43.55.023, other lease expenditures under AS 43.55.165, and adjustments or other
payments or credits under AS 43.55.170; and

(2) if the explorer or producer receives a payment or credit under
AS 43.55.170. calculations showing whether the explorer or producer is liable for a
tax under AS 43.55.160(d) or 43.55.170(b) and, if so, the amount.

() The department may require a producer, an explorer, or an operator of a

lease or property to file monthly reports, as applicable, of
(1) the amounts and gross value at the point of production of oil and

gas produced;

(2) transportation costs of the oil and gas;

(3) any unscheduled interruption of, or reduction in the rate of, oil or
gas production;

(4) lease expenditures and adjustments under AS 43.55.165 and

43.55.170;
(5) joint interest billings;



WORK DRAFT WORK DRAFT 25-GI 10014

(6) contracts for the sale or transportation of oil or gas;
(7) information and calculations used in determining monthly
installment payments of estimated tax under AS 43.55.020(a); and
(S) other records and information the department considers necessary
for the administration of this chapter.
* See. 42. AS 43.55.040 is amended to read:
Sec. 43.55.040. Powers of Department of Revenue. Except as provided in
AS 43.05.405 -43.05.499, the department may
(1) require a person engaged in production and the agent or employee
of the person, and the purchaser ol*oil or gas, or the owner of a royalty interest in oil
or gas to furnish, whether by the filing of regular statements or reports or otherwise,
additional infonnation that is considered by the department as necessary to compute
the amount of the tax; notwithstanding any contrary provision of law, the disclosure
of additional infonnation under this paragraph to the producer obligated to pay the tax
does not violate AS 40.25.100(a) or AS 43.05.230(a); before disclosing infonnation
under this paragraph that is otherwise required to be held confidential under
AS 40.25.100(a) or AS 43.05.230(a), the department shall
(A) provide the person that furnished the infonnation a
reasonable opportunity to be heard regarding the proposed disclosure and the
conditions to be imposed under (13) of this paragraph; and
(13) impose appropriate conditions limiting
(1) access to the infonnation to those legal counsel,
consultants, employees, officers, and agents of the producer who have
a need to know that infonnation for the purpose of determining or
contesting the producer's tax obligation; and
(ii) the use of the infonnation to use for that purpose;
(2) examine the books, records, and files of the [SUCH A| person;
(3) conduct hearings and compel the attendance of witnesses and the

production of books, records, and papers of any person; |ANP|
(4 make an investigation or hold an inquiry that is considered

necessary to a disclosure of the facts as to
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(A) lhe amount of production from any oil or gas location, or
ofa company or other producer of oil or gas; and
(B) the rendition of the oil and gas for taxing purposes”

(5 require a producer, an explorer, or an operator of a lease or
property to file reports and copies of records that the department considers
necessary to forecast state revenue under this chapter; in the ease of reports and
copies of records relating to proposed, expected, or approved unit expenditures
for a unit for which one or more working interest owners other than the
operator have authority to approve unit expenditures, the required reports and
copies of records are limited to those reports or copies of records that constitute
or disclose communications between the operator and the working interest
owners relating to unit budget matters:

(6) require a producer that lias an average total production in the
state of more than 100,000 harrels a dav for a calendar vear to report the gross
value at the point of production of the producer's taxable oil and gas in the state
for a calendar year and the total amount of lease expenditures in the state for
that calendar vear: and

(7) assess against a person required under this section to file a
report, statement, or other document a penalty, as determined bv the
department under standards adopted in regulation hv the department, of not
more than SI.QUO for each day the person fails to file the report, statement, or
other document after notice hv the department: the penalty is in addition to anv
penalties under AS 43.05.220 and 43.05.290 and is assessed, collected, and paid
in the same manner as a tax deficiency under this title; the penalty shall hear
interest at the rate specified under AS 43.05.225( 1).

* See. 43. AS 4355 is amended hy adding a new section to read:
Sec. 4355.075. Limitation on assessment and amended returns, (a) Except

as provided in AS 43.05.260(c), the amount of a tax imposed by this chapter must be

assessed within four years after lhe latest return was filed.
(b) A decision of a regulatory agency, court, or other body with authority to

resolve disputes that results in a retroactive change to a lease expenditure, to an

SCKCSITIB2UUKMN) -32-
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adjustment to a lease expenditure, to costs of transportation, to sale price, to
prevailing value, or to consideration of quality differentials relating to the
commingling of oils has a corresponding effect, either an increase or decrease, as
applicable, on the production tax value of oil or gas or the amount or availability of a
tax credit as determined under this chapter. For purposes of this section, a change to a
lease expenditure includes a change in the categorization of a lease expenditure as a
qualified capital expenditure or as not a qualified capital expenditure. The producer

shall
(1) within 60 days after the change, notify the department in writing;

and
(2) within 120 days after the change, file amended returns covering all

periods affected by the change, unless the department agrees otherwise or a stay is in
place that affects the filing or payment, regardless of the pendency of appeals of the

decision.
(c) Ifan alteration in or modification of a producer's federal income tax return

or a recomputation of the producer's federal income tax or determination of
deficiency occurs that affects the amount of a tax imposed on the producer under this

chapter, the producer shall
(1) within 60 days after the final determination of the alteration,

modification, recomputation, or deficiency, notify the department in writing; and
(2) within 120 days after the final determination of the alteration,

modification, rceomputation, or deficiency, file amended returns covering all affected

periods.

(d) In this section,
() "qualified capital expenditure™ has the meaning given in

AS 43,55.023:
(2 "return™ includes a report, a statement, and an amended return,

report, or statement.

* Sec. 44. AS 43.55.110 is amended by adding new subsections to read:

(e) The department may require that returns, statements, reports, notifications,
and applications filed under this chapter be filed electronically in a form and manner
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approved or prescribed by Ihe department.
(0O The department may require that payments required under this chapter be

made electronically in a form and manner approved or prescribed by the department.

(9) Notwithstanding AS 44.62, the department may issue, for the infonnation
and guidance of producers, explorers, and other interested persons, advisory bulletins
slating the department's interpretation of provisions of this chapter and of regulations
adopted under this chapter. Unless otherwise provided by the department by
regulation, interpretations stated in the advisory bulletins arc not binding on the
department or others.

(h) Subject lo legislative appropriation, the department may compensate a
person who provides information to the department about noncompliance with the
provisions of this chapter by an explorer or a producer of oil or gas if that information
leads to the collection of additional taxes, penalties, or interest from the producer. The
amount of compensation under this subsection may not exceed the lesser of S500.000
or 10 percent of the additional tax, penalty, or interest collected as a result of the
information. A state employee or an agent of the state is not eligible for compensation

under this subsection.
* Sec. 45. AS 43,55.150 is amended to read:
See. 43.55.150. Determination of gross value at the point of production,

(@) For the purposes of AS 4355011 -43.55.ISO, the gross value at the point of
production is calculated using the actual [REASONABLE] costs of transportation of
the oil or gas [ THE REASONABLE COSTS OF TRANSPORTATION ARE THE
ACTUAL COSTS], except when the

(1) shipper [PARTIES TO THE TRANSPORTATION] of oil or gas
is [ARE] affiliated with the transportation carrier or with a person that owns an
interest in the transportation facility;

(2) contract for the transportation of oil or gas is not an arm’s length
transaction [OR IS NOT REPRESENTATIVE OF THE MARKET VALUE OF
TITAT TRANSPORTATION]; or [AND]

(3) method or terms of transportation of oil or gas air [IS] not
reasonable m view ofexisting alternative [METHODS OF] transportation options,

S ('SUM 2001(FIN) 34
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(b) i the department finds that a condition [THE CONDITIONS] in (a)(2),
(2), or [AND] (3) of this section is [ARE] present, the gross value at the point of
production is calculated using the actual costs of transportation, or the
reasonable costs of transportation as determined under this subsection,
whichever is lower. The [THE] department shall determine the reasonable costs of
transportation, using the fair market value of like transportation, the fair market value
of equally efficient and available alternative modes of transportation, or other
reasonable methods. Transportation costs fixed by tariff rates that have been
adjudicated as just and reasonable bv [PROPERLY ON FILE WITH] the
Regulatory Commission of Alaska or another [OTHER] regulatory agency and
transportation costs in an arm's length transaction paid hv parties not affiliated
with an owner of the method of transportation shall be considered prima facie

reasonable.

(©) In determining the gross value of oil under [(8) OF] this section, the

department may not allow as reasonable costs of transportation
(1) the amount of loss of or damage lo, or of expense incurred due to

lhe loss of or damage to, a vessel used to transport oil if the loss, damage, or expense
is incurred in connection with a catastrophic oil discharge from the vessel into the

marine or inland waters of the state;
(2) the incremental costs of transportation of the oil that are

attributable to temporary use of or chartered or substituted service provided by
another vessel due to the loss of or damage to a vessel regularly used to transport oil
and that are incurred in connection with a catastrophic oil discharge into the marine or

inland waters of the state; and
(3) the costs incurred to charter, contract, or hire vessels and

equipment used to contain or clean up a catastrophic oil discharge.

* Sec, 46. AS 43.55.160(a) is amended to read:

(@) Except as provided in (b)of this section, for the purposes of
[(N] AS 43.55.011(g), the annual production tax value of the taxable

(1) |(A)] oil and gas produced during a calendar year from leases or

properties in the state that include land north of 68 degrees North latitude is the gross
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value at the point or production of the oil and gas taxable under AS 43.55.011(¢) and
produced by the producer from osc leases or properties, less the producer's lease
expenditures under AS 43.55.165 for the calendar year applicable to the oil and gas
produced by the producer from those leases or properties, as adjusted under
AS 43.55.170;

(@ [(B)] oil and gas produced during a calendar year from leases or
properties in the state outside the Cook Inlet sedimentary basin, no part of which is
north of 6S degrees North latitude, is the gross value at the point of production of the
oil and gas taxable under AS 43.55.011(c) and produced bv the producer from those
leases or properties, less the producer's lease expenditures under AS 43.55.165 for the
calendar year applicable to the oil and gas produced by the producer from those leases
or properties, as adjusted under AS 43.55.170;

(3) [(C)] oil produced during a calendar year from a lease or property
in the Cook Inlet sedimentary basin is the gross value at the point of production of the
oil taxable under AS 43.55.011(e) and produced by the producer from that lease or
property, less the producer's lease expenditures under AS 43.55.165 for the calendar
year applicable to the oil produced by the producer from that lease or property, as
adjusted under AS 43.55.170;

(@) [(D)] gas produced during a calendar year from a lease or property
in the Cook Inlet sedimentary basin is the gross value at the point of production of the
gas taxable under AS 43.55.011(e) and produced by the producer from that lease or
property, less the producer’s lease expenditures under AS 43.55.165 for the calendar
year applicable to the gas produced by the producer from that lease or property, as

adjusted under AS 43.55.170 [;
) AS 4355.011(g), Till: MONTHLY PRODUCTION TAX

VALUE OF THETAXABLE
(A) OIL AND GAS PRODUCED DURING A MONTH

FROM LEASES OR PROPERTIES IN THE STATE THAT INCLUDE
LAND NORTH OF 68 DEGREES NORTH LATITUDE" IS THE GROSS
VALUE AT THE POINT OF PRODUCTION OF THE OIL AND GAS
TAXABLE: UNDER AS4355011(g AND produced by the
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PRODUCER FROM THOSE LEASES OR PROPERTIES, LESS 1/12 OF
THE PRODUCER'S LEASE EXPENDITURES UNDER AS 43.55.165 FOR
THE CALENDAR YEAR APPLICABLE TO THE OIL AND GAS
PRODUCED BY THE PRODUCER FROM THOSE LEASES OR
PROPERTIES, AS ADJUSTED UNDER AS 43.55.170;

(B) OIL AND GAS PRODUCED DURING A MONTH
FROM LEASES OR PROPERTIES IN THE STATE OUTSIDE THE COOK
INLET SEDIMENTARY BASIN, NO PART OF WHICH ISNORTH OF 68
DEGREES NORTH LATITUDE, ISTHE GROSS VALUE AT THE POINT
OF PRODUCTION OF THE OIL AND GAS TAXABLE UNDER
AS 43.55.011(g) AND PRODUCED BY THE PRODUCER FROM THOSE
LEASES OR PROPERTIES. LESS 1/12 OF THE PRODUCER’S LEASE
EXPENDITURES UNDER AS 4355165 FOR THE CALENDAR YEAR
APPLICABLE TO THE OIL AND GAS PRODUCED BY THE PRODUCER
FROM THOSE LEASES OR PROPERTIES, AS ADJUSTED UNDER
AS 43.55.170;

(C) OIL PRODUCED DURING A MONTH FROM A
LEASE OR PROPERTY IN THE COOK INLET SEDIMENTARY BASIN
ISTHE GROSS VALUE AT THE POINT OF PRODUCTION OF THE OIL
TAXABLE UNDER AS 4355.011(g) AND PRODUCED BY THE
PRODUCER FROM THAT LEASE OR PROPERTY, LESS 1/12 OF THE
PRODUCER'S LEASE EXPENDITURES UNDER AS 43.55.165 FOR THE
CALENDAR YEAR APPLICABLE TO THE OIL PRODUCED BY THE
PRODUCER FROM THAT LEASE OR PROPERTY. AS ADJUSTED

UNDER AS 43.55.170;
(D) CiAS PRODUCED DURING A MONTH FROM A

LEASE OR PROPERTY »N THE COOK INLET SEDIMENTARY BASIN
ISTHE GROSS VALUE AT THE POINT OF PRODUCTION OF Till: Ci\S
TAXABLE UNDER AS4355011(g) AND PRODUCED BY Till:
PRODUCER FROM THAT LEASE OR PROPERTY, LESS 1/12 Ol: THE
PRODUCER’S LEASE EXPENDITURES UNDER AS 4355.165 FOR THE
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q
CALENDAR YEAR APPLICABLE TO THE GAS PRODUCED BY THE

PRODUCER PROM THAT LEASE OR PROPERTY, AS ADJUSTED

UNDER AS 4355.170],

* See. 47. AS 43.55.160(b) is amended to read:
(h) A production tax value calculated under [(a) OF] this section may not be

less than zero.

* Sec. 48. AS 43.55.160(e) is amended to read:
(e) Any adjusted lease expenditures under AS 43.55.165 and 43.55.170 that

@B%QBBE‘:&QBG'—E@BﬁB@m\IOmhwNn—\
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would otherwise be deductible by a producer in a calendar year but whose deduction
would cause a [AN ANNUAL] production tax value calculated under £a) [(a)(1)] of
this section of taxable oil or gas produced during the calendar year to be less than
zero may be used to establish a carried-forward annual loss under AS 43.55.023(b).
However, the department shall provide bv regulation :i method to ensure that
for a period for which a producer's tax liabilitv is limited hv AS 43.55.011(0 or
(k). anv adjusted lease expenditures under AS 4355.165 and 4355170 that
would otherwise he deductible hv a producer for that period hut whose
deduction would cause a production tax value calculated under (a)(3) or (4) of
this section >0 he less than zero are accounted for as thontih the adjusted lease
expenditures had first been used as deductions in calculating the production tax
values of oil or »as subject to anv of the limitations v ider AS 4355.01 Hi) or (k)
that have positive production tax values so as to reduce the lax liability
calculated without regard to the limitation to the maximum amount provided for
under the applicable provision of AS 4355.011(j) or (k). Onlv the amount of
those adjusted lease expenditures remaininti after the accounting provided for
under this subsection mav he used to establish a carried-forward annua! loss
under AS 43.55.023(h). In this subsection, "producer™ includes ’explorer."

* Sec. 49. AS 43.55.165(a) is repealed and reenacted to read:

(@ Lor purposes of this chapter, a producer's lease expenditures for a calendar

vear are
(1) costs, other than items listed in (e) of this section, that are
(A) incurred by the producer during the calendar year after
SC'SCM 11t 201IKFIN) -
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March 31, 2006, lo explore for, develop, or produce oil or gas deposits located
within the producer's leases or properties in the state or, in the case of land in
which the producer docs not own an operating right, operating interest, or
working interest, to explore for oil or gas deposits within other land in the

state; and
(B) allowed by the department by regulation, based on the

department's determination that the costs satisfy the following three

requirements:
(i) the costs must be incuncd upstream of the point of

production of oil and gas;
(i) the costs must be ordinary and necessary costs of
exploring for, developing, or producing, as applicable, oil or gas

deposits; and
(iif) the costs must be direct costs of exploring for,

developing, or producing, as applicable, oil or gas deposits; and
(2) areasonable allowance for that calendar year, as determined under
regulations adopted by the department, for overhead expenses that are directly related
to exploring for, developing, or producing, as applicable, the oil or gas deposits.
* See. 50. AS 43.55.165(h) is amended to read:
(b) for purposes of (a) of this section,

(1) direct costs include
(A) an expenditure, when incurred, to acquire an item if the

acquisition cost is otherwise a direct cost, notwithstanding that the
expenditure may be required to be capitalized rather than treated as an
expense for financial accounting or federal income tax purposes;

13 payments of or in lieu of property taxes, sales and use
taxes, motor fuel taxes, and excise taxes;

[(C) A REASONABLE ALLOWANCE, AS DETERMINED
UNDER REGULATIONS ADOPTED BY THE DEPARTMENT, FOR
OVERHEAD EXPENSES DIRECTLY RELATED TO EXPLORING FOR.
DEVELOPING, AND PRODUCING OIL OR GAS DEPOSITS LOCATED

30 SCS CSIIH 2001 (FIX)
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WITHIN LEASES OR PROPERTIES OR OTHER LAND IN THE STATE;]
(2 an activity does not need to be physically located on, near, or
within the premises of the lease or property within which an oil or gas deposit being
explored for, developed, or produced is located in order for the cost of the activity to
be a cost upstream of the point of production of the oil or gas:
(3 in determining whether costs arc lease expenditures, the

department shall consider, among other factors, the
(A) typical industry practices and standards in the state

that determine the costs, other than items listed in (g) of this section, that
an operator is allowed to hill a producer that is not the operator, under
unit operating agreements or similar operating agreements that were in
effect before December 2. 2005, and were subject to negotiation with &
least one producer with substantial bar»aininn power, other than the
operator: and

(K) standards adopted hy the Department of Natural
Resources that determine the costs, other than items listed in (c) of this
section, that a lessee is allowed to deduct from revenue in calculatintz net
profits under a lease issued under AS 38.05.1H0(Q(3)(B). (D). or (K)

* See. 51. AS 43.55.165(c) is repealed and reenacted to read:

(©) Subject to (g) and (h) of this section, if the department finds that the
pertinent provisions of a unit operating agreement or similar operating agreement are
substantially consistent with the department's determinations and standards under (a)
and (b) of this section concerning whether costs arc lease expenditures and. in
addition, finds that at least one working interest owner parly to the agreement, other
than the operator, with substantial incentive and ability to effectively audit billings
under the agreement, in fact is effectively auditing billings under the agreement, the
department may authorize or require a producer, subject to conditions prescribed
under regulations adopted by the department, to treat as that portion of its lease
expenditures for a calendar year applicable to oil and gas produced from a lease or

property in the state only
(I) the costs, other than items listed in (c) of this section, that are
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incurred by the operator during the calendar year and that
(A) are billed to the producer by the operator under the

agreement to which that lease or property is subject and are either not disputed
by a working interest owner party to the agreement or arc finally determined
to be properly billaole as a result of dispute resolution; or

(B) for a producer that is the operator, would be billable to the
producer by the operator in accordance with the terms of the agreement to
which that lease or property is subject if die producer were not the operator;

and
2 a reasonable percentage, as determined under regulations adoptec

by the department, of the costs that are billed under (1) of this subsection as an
allowance for overhead expenses directly related to exploring for, developing, and
producing oil or gas deposits located within the lease or property.
* Sec. 52. AS 43.55.165(e) is amended to read:
(e) For purposes of this section, lease expenditures do .ail include

(1) depreciation, depletion, or amortization;

(2) oil or gas royalty payments, production payments, lease profit
shares, or other payments or distributions of a share of oil or gas production, profit, or
reveilue. except that a producer's lease expenditures applicable to oil and <ms
produced from a lease issued under AS 3K.05.180(f)(3)(B). (D). or (K) include the
share of net profit paid to the state under that lease;

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

(4) interest or other financing charges or costs of raising equity or
debt capital;

(5) acquisition costs for a lease or property or exploration license;

(6) costs arising from fraud, wilful misconduct, [OR] gross
neeliucncc. violation of law, or failure lo comply with an obligation under a lease,
permit, or license issued hi' the state or federal government;

(7) tines or penalties imposed by law;
©) costs of arbitration, litigation, or other dispute resolution activities

that involve the state or concern the rights or obligations among owners of interests
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in, oi rights to production from, one or more leases or properties or a unit;

(9) costs incurred in organizing a partnership, joint venture, or other
business entity or arrangement;

(10) amounts paid to indemnify the state; the exclusion provided by
this paragraph does not apply lo the costs of obtaining insurance or a surety bond
from a third-party insurer or surety;

(11) surcharges levied under AS 43.55.201 or 43.55.300;

(12) for a transaction that is an internal transfer or is otherwise not an
arm's length transaction, expenditures incurred that are in excess of fair market value;

(13) an expenditure incurred to purchase an interest in any
corporation, partnership, limited liability company, business trust, or any other
business entity, whether or not the transaction is treated as an asset sale for federal
income tax purposes;

(14) atax levied under AS 43.55.011;

(15) [THE PORTION OF] costs incurred for dismantlement, removal,
surrender, or abandonment of a facility, pipeline, well pad, platform, or other
structure, or for the restoration of a lease, field, unit, area, tract of land, body of
water, or right-of-way in conjunction with dismantlement, removal, surrender, or
abandonment [ THAT IS ATTRIBUTABLE TO PRODUCTION OF OIL OR GAS
OCCURRING BEFORE APRIL I. 2006; THE PORTION IS CALCULATED AS A
RATIO OF THE AMOUNT OF OIL AND GAS PRODUCTION, IN BARRELS OF
OIL EQUIVALENT, ASSOCIATED WITH THE FACILITY, PIPELINE, WELL
PAD, PLATFORM, OTHER STRUCTURE, LEASE, FIELD, UNIT, AREA. BODY
OF WATER, OR RIGHT-OF-WAY OCCURRING BEFORE APRIL I, 2066, TO
THE TOTAL AMOUNT OF OIL AND GAS PRODUCTION. IN BARRELS OF
OIL EQUIVALENT, ASSOCIATED WITH THAT FACILITY, PIPELINE, WELL
PAD. PLATFORM, OTHER STRUCTURE, LEASE, FIELD, UNI T, AREA, BODY
OF WATER, OR RIGHT-OF-WAY THROUGH THE END OF THE CALENDAR
MONTH BEFORE COMMENCEMENT OF THE DISMANTLEMENT,
REMOVAL, SURRENDER, OR ABANDONMEN T); a cost is not excluded under
this paragraph if the dismantlement, removal, surrender, or abandonment for which
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the cost is incurred is undertaken for the purpose of replacing, renovating, or
improving the facility, pipeline, well pad, platform, or other structure; [FOR THE
PURPOSES OF THIS PARAGRAPH, "BARREL OF OIL EQUIVALENT" MEANS
(A) IN THE CASE OF OIL, ONE BARREL;
(B) IN THE CASE OF GAS, 6,000 CUBIC FEET;]

(16) costs incurred for containment, control, cleanup, or removal in
connection with my unpeimitted release of oil or a hazardous substance and any
liability for damages imposed on the producer or explorer for that unpermitted
release; thr paragraph does not apply to the cost of developing and maintaining an oil
discharge prevention and contingency plan under AS 46,04.030;

(17) costs incurred to satisfy a work commitment under an exploration
license under AS 38.05.132;

(18) that portion of expenditures, that would otherwise be qualified
capital expenditures, as defined in a S 43.55.023 [AS 43.55.023(k)J, incurred during a
calendar year that are less than the product of $0.3. multiplied by the total taxable
production from each lease or property, in BTU equivalent barrels, during that
calendar year, except that, when a portion of a calendar year is subject to this
provision, the expenditures and volumes shall be prorated within that calendar year;

(19)  costs incurred for repair, replacement, or deferred
maintenance of a facility, a pipeline, a structure, nr etiuipment, other than a well,
that results in or is undertaken in response to a failure, problem, or event that
results in an unscheduled interruption of. or reduction in the rate of. oil nr tas
production: or costs incurred for repair, replacement, or deferred maintenance
of a facility, a pipeline, a structure, or equipment, other than a well, that is
undertaken in response to. or is otherwise associated with, an unpermiUed
release of a hazardous substance or ol'uas; however, costs under this paragraph
that would otherwise constitute lease expenditures under (a) and () of this
section mav he treated as lease expenditures if the department determines llial
the repair or replacement is solely necessitated hv an act of war, hv an
unanticipated uravo natural disaster or other natural phenomenon of ail
exceptional, inevitable, and irresistible character, the effects of which could not
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have been prevented or avoided hv tlic exercise of duo care or foresight. or bv nn
intentional or negligent act or omission of a third party, other than a party or its
agents in privity of contract with, or employed hv, the producer or an operator
acting for the producer, but only if the producer or operator, as applicable,
exercised due care in operating and maintaining the facility, pipeline, structure,
orequipment, and took reasonable precautions against the act or omission of the
third partv and against the consequences of the act or omission: in this
paragraph,
(A) ‘"costs incurred for repair, replacement, or deferred
maintenance of a facility, a pipeline, a structure, or equipment*lincludes
costs to dismantle and remove the facility, pipeline, structure, or

equipment that is being replaced:
(B) "hazardous substancel has the meaning given in

AS 46.03.826;
(C) "replacement™ includes renovation or improvement;

(20) costs incurred to construct, acquire, or operate a refinery or
crude oil topping plant, regardless ot' whether the products of the refinery or
topping plant arc used in oil or gas exploration, dcvelopm nt. or production
operations; however, if a producer owns a refinery or crude oil topping plant
that is located on or near the premises of the producer's lease or property in the
state and that processes the producer's oil produced from that lease or property
into a product that the producer uses in the operation of the lease or property in
drilling for or producing oil ot gas, the producer's lease expenditures include the
amount cnlcnh'4 d hv subtracting from the fair market value of the product used
the prevailing value, as determined under AS 43.55.020(f). of the oil that is

processed:

methods ol’allocating costs between oil and gas and between leases or properties in
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(h) The department shall adopt regulations that provide for reasonable
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those circumstances where an allocation of costs is required to determine [THE
DETERMINATION OF THE] lease expenditures that are costs of exploring for,
developing, or producing oil deposits or costs of exploring for, developing, or
producing gas deposits [APPLICABLE TO OIL OR TO GAS], or that arc costs of
exploring for, developing, or producing oil or gas deposits located within
[APPLICABLE TO OIL AND GAS PRODUCED FROM] different leases or
properties [, REQUIRES AN ALLOCATION OF COSTS].

* Sec. 54. AS 43.55.170(a) is amended to read:
(a) Unless the payment or credit has already been subtracted in calculating

billable or billed costs indcr AS 43.55.165(c) [OR (d)], a producer's lease
expenditures under AS 43.55.165 must be adjusted by subtracting payments or
credits, other than tax credits, received by the producer or by an operator acting for
the producer for

(1) the use by another person of a production facility in which the
producer has an ownership interest or the management by the producer of a
production facility under a management agreement providing for the producer to

receive a management fee;

(2) a reimbursement or similar payment that offsets the producer’s
lease expenditures, including an insurance recovery from a third-party insurer and a
payment from the state or federal government for reimbursement of the producer's
upstream costs, including costs for gathering, separating, cleaning, dehydration,
compressing, or other field handling associated with the production of oil or gas
upstream of the point of production;

(3) the sale or other transfer of

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

interpretations, acquired by the producer as a result of a lease expenditure or
an expenditure that would be a lease expenditure if it were incurred after
March 31,20(16; for purposes of this subparagraph,

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

the ..tale, an asset described in this subparagraph, the value ot the asset
at the time il is removed is considered a payment received by the
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work: draft

producer for sale or transfer of the asset;
(i) for a transaction that is an internal transfer or is

otherwise not an arm's length transaction, if the sale or transfer of the
asset is made for less than fair market value, the amount subtracted
must be the fair market value; and
(B) oil or gas

(i) that is not considered produced from a lease or
property under AS 43.55.020(e); and

(i) the cost of acquiring which is a lease expenditure
incurred by the person that acquires the oil or gas.

* Sec. 55. AS 4355 is amended by adding a new section to article 4 to read:

Sec. 4355.890. Disclosure of tax information. Notwithstanding any contrary
provision of AS 40.25.100, and regardless of whether the information is considered
under AS 43.05.230(c) to constitute statistics classified to prevent the identification of
particular returns or reports, the department may publish the following information
under this chapter, if aggregated among three or more  producers or explorers,
showing by month or calendar year and by lease or property, unit, or area of the state:

(1) the amount of oil or gas production;
(2) the amount of taxes levied under this chapter or paid under this
chapter;
the effective tax rates under this chapter;
the gross value of oil or gas at the point of production;
the transportation costs for oil or gas;
qualified capital expenditures, as defined in AS 43.55.023;
exploration expenditures under AS 43.55.025;
8) production tax values of oil or gas under AS 43.55.160;
9) lease expenditures under AS 43.55.165;
10) adjustments to lease expenditures under AS 43.55.170;
(11) tax credits applicable or potentially applicable against taxes
levied by this chapter.
* See. 56. AS 43.55.900 is amended by adding new paragraphs to read:
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(22) "producer" means an owner of an operating right, operating
interest, or working interest in a mineral interest in oil or gas;
(23) "unit" means a group of tracts of land that is

(A) subject to a cooperative or a unit plan of development or
operation that has been certified by the commissioner of natural resources
under AS 38.05.180(p);

(B) subject to a cooperative or a unit plan of development or
operation that has been certified by the United States Secretary of the Interior
under 30 U.S.C. 226(m);

(C) subject to an agreement of the owners of interests in the
tracts of land to validly integrate their interests to provide for the unitized
management, development, and operation of the tracts of land as a unit, within
the meaning of AS 31.05.110(a); or

(D) within the unit area of a unit created by order of the
Alaska Qil and Gas Conservation Commission under AS 31.05.110(h).

* Sec. 57. AS 43.55.011(h), 43.55.011(0, 43.55.01 I(n), 43.55.»60(c), and 43.55.165(d) are

repealed.
* Sec. 58. The uncodilicd law of the State of Alaska is amended by adding a new section to

read:
APPLICABILITY, (a) Sections 15-27, 29 -38, and 45 -57 of this Act apply to oil

and gas produced alter June 30,2007.

(b)  Sections 39 and 41 of this Act apply to statements and reports under
AS 43.55.030(a), as amended by sec. 39 of this Act. and AS 43.55.030(¢) and (I), as added
by see. 41 of this Act. required to be filed after the effective date of sees. 39 and 41 of this
Act.

(c) Sections 30 -33, 35, and 37 of this Act apply to exploration expenditures incurred
for work performed alter December 31, 2007. that are Ihe basis of tax credits that may be
claimed against taxes levied lor oil and gas produced after December 31. 2007.

(d) AS 43.55.075(a), enacted by see. 43 ol this Act, applies to any tax liability under
AS 4355 with respect to which the period of limitations on assessment under AS 43.05.260

ad not expired before the effective date of secs. 14 and 43 of this Act.
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(e) The penalty in AS 43.55.030(d), enacted by the amendment to AS 43.55.030(d)
in see. 40 of this Act, applies to any report required to be filed after the effective date of sec.
40 of this Act that is not filed timely.

(f) The penalty in AS 43.55.040(7), enacted by the amendment to AS 43.55.040 in
sec. 42 of this Act, applies to any report, statement, or other document required to be filed

after the effective date of sec. 42 of this Act.
* Sec. 59. The uncodified law of the State of Alaska is amended by adding a new section to

read:

OIL AND GAS REVENUE AUDIT MASTER POSITIONS; LEGISLATIVE
INTENT. Itis the intent of the legislature that the commissioner of administration shall cause
not more than four oil and gas revenue audit master positions to be created in the Department
of Revenue and not more than two oil and gas revenue audit master positions to be created in
the Department of natural Resources. Oil and gas revenue audit masters shall be employed in
a professional eapaci'y lo collect oil and gas revenue by developing policy, conducting
studies, drafting proposed regulations, enforcing regulations, and directing audits by oil and

gas auditors.
* Sec. 60. file uncodificd law of the State of Alaska is amended by adding a new section to

read:

OIL AND GAS AUDITORS; CLASSIFICATION AND PAY PLANS.
Notwithstanding AS 39.25.150(2), the Department of Administration shall develop and
implement a distinct position classification plan and a distinct pay plan for oil and gas
auditors and their immediate supervisors, other than revenue audit masters, that perform

(1) oil and gas tax audits in the Department of Revenue under the direction of
an oil and gas revenue audit master;
(2) royalty audits, including net ]t share audits, in the Department of
Natural Resources under the direction of an oil and gas revenue audit master.
* See. 61. The uncodificd law of lhe State of Alaska is amended by adding a new section to

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

required to make one or more installment payments of estimated lax or other payment of tax
under AS 43.55.020(a), as amended by sec. 21 of this Act, for the production of oil or gas
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during a month after June 30, 2007, and before the effective date of sec, 21 of this Act but
that failed to pay the full amount of the installment payments or other payment of tax
required under AS 43.55.020(a) because of the retroactive application of secs. 15 -27, 29 -
38, and 45 - 57 of this Act under sec. 64 of this Act, shall pay before April 1, 2008, the
balance of any tax due under AS 4355 for the period after June 30, 2007, and before the

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

read:
TRANSITION: RETROACTIVITY OF REGULATIONS. Notwithstanding any

contrary provision of AS 44.62.240,

(1) if the Department of Revenue expressly designates in the regulation that
the regulation applies retroactively lo that date, a regulation adopted by the Department of
Revenue to implement, interpret, make specific, or otherwise carry out secs. 15 -27, 29 - 38,

and 45 -57 of this Act may apply retroactively to July 1, 2007,
(2) a regulation adopted by the Department of Natural Resources to

implement, interpret, make specific, or otherwise carry out statutory provisions for the
administration of oil and gas leases issued under AS 38.05.180(f)(3)(B), (D), or (E), to the
extent the reqgulation deals with the treatment of oil and gas production taxes in determining
net profits under those leases, may apply retroactively to April 1, 2006, if the Department o'
Natural Resources expressly designates in the regulation that the regulation applies

retroactively to that date.
* Sec. 63. The uncodificd law of the State of Alaska is amended by adding a new section to

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

Department of Revenue may proceed lo adopt regulations to implement this Act. Tl
regulations take effect under AS 44.62 (Administrative Procedure Act), but not before the
effective date of the law implemented by the regulation.

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

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

and 34 of this Act are retroactive to July 1, 2003,
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(b) Sections 15-27, 29 -3S, and 45 -57 of this Act are retroactive to July 1 2007.
* See. 65. Section 28 of this Act takes effect January 1, 2008.
* See. 66. Except as provided in see. 65 of this Act, this Act lakes effect immediately under
AS 01.10.070(c).
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