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1 calculated under regulations adopted by the departm ent that p rov ide fo r  u sing  an

2 appropriate m onth ly  share o f  the producer's costs o f  transportation for th e  calendar

3 year."

4

5 Renum ber the following bill sections accordingly.

6
7 Page 39, line 10:

8 Delete "a [AN ANNUAL]"

9 Insert "an annual"

10
11 Page 47, line 23:

12 Delete "43.55.160(c),"

13

14 Page 47, line 29:

15 Delete "sec. 55"

16 Insert "sec. 56"

17

18 Page 47, line 30:

19 Delete "49 - 60"

20 Insert " 4 9 -6 1 "

21
22 Page 49, line 15:

23 Delete "sec. 55"

24 Insert "sec. 56"

25

26 Page 49, line 16:

27 Delete "sec. 68"

28 Insert "sec. 69"

29

30 Page 49, line 17:

31 Delete "49 - 54, 56 - 60"

%
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1 Insert " 4 9 - 5 5 ,5 7 - 6 1 "

2 Delete "sec. 55"

3 Insert "sec. 56"

4

5 Page 49, line 18:

6 Delete "sec, 68"

7 Insert "sec. 69"

8
9 Page 49, line 27:

10 Delete "49 - 60"

11 Insert "4 9 -6 1 "

12
13 Page 49, line 29:

14 D elete "sec. 55"

15 Insert "sec. 56"

16

17 Page 50, line 17:

18 D elete "sec. 55"

19 Insert "sec. 56"

20
21 Page 50, line 19:

22 D elete "49 - 60"

23 Insert "4 9 -6 1 "

24

25 Page 50, line 22:

26 D elete "sec. 69"

27 Insert "sec. 70"
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A M E N D M E N T

TO: SCS CSHB 2001 (FIN )

Page 14, line 10:

Delete “oil or”

Page 14, line 16:

Delete “oil or”

Page 14, lines 1 6 -1 7 :

Delete “and (k)”

Page 50, line 12, following “by the regulation .;

Insert “The departm ent shall adop t regulations governing the use o f  tax  c red its  

under AS 43.55 for a calendar year fo r w hich  the applicable tax credit p ro v is io n s  o f  A S 

43.55 differ as between parts o f  the y ear as a result o f  the retroactive ap p lica tion  o f  a 

provision o f  this Act.”

OFFERED IN THE SENATE

* ° |
BY SEN ATO R ST E D M A N

U . t .

11/15/07



OFFERED IN TH E SENATE 

TO: SCS CSHB 2001 (FIN )
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Page 47, line 25:

Delete all material.

Renumber the following bill sections accordingly.
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Luckhaupt/Bullock
v / 11/15/07

O FFE R E D  IN THE SE N A T E

TO: SCS CSHB 2001 (FIN )

BY SEN A TO R  W IE L E C H O W SK I

O vjl& iV  r ^ v

Page 1, line 6, follow ing "tupervlsors;":

Insert "establishing an oil and gas tax credit fund and authorizing payment from
that fund;"

Page 1, line 12:

Delete "sec. 47"

Insert "sec. 49"

Page 2, line 3:

Delete "sec. 68"

Insert "sec. 71"

Page 19, line 24, follow ing "payment":
Insert "under AS 43.55.028"

Page 20, follow ing line 30:

Insert a new bill section to  read:

"* Sec. 28. AS 43.55.023(g) is am ended to  read:

(g) The issuance o f  a transferrb le  tax credit certificate under (d) o f  this section  

o r the purchase of a certificate [ISSU A N CE O F A CA SH  R EFU N D ] under 

A S 43.55.028 [(f) O F  T H IS SEC TIO N ] does not lim it the departm ent's ability to later 

audit a tax credit claim  to w hich the certificate relates o r to adjust the claim  i f  the 

departm ent determ ines, as a result o f  the audit, that the applicant w as not entitled  to



1 the  am ount o f  the  credit for which the certificate  was issued. T he tax liab ility  o f  the

2 applicant under AS 43.5S.011(e) and 43 .55 .017  - 43.55.180 is increased b y  the  am ount

3 o f  the credit that exceeds that to w hich  the  applicant was entitled, o r th e  applicant's

4 availab le  valid  outstanding credits applicable  against the tax levied by

5 A S 4 3 .5 5 .0 1 1(e) are reduced by that am ount. I f  the applicant's tax liab ility  is increased

6 under this subsection, the increase bears in terest under AS 43.05.225 from  th e  date the

7 transferab le tax credit certificate w as issued. For purposes o f  th is subsection , an

8 applicant that is an explorer is considered  a producer subject to  the tax  levied by

9 AS 4 3 .5 5 .0 1 1(e)."

10
11 Renum ber the fo llow ing bill sections accordingly.

12
13 Page 29, fo llow ing line 31:

14 Insert a  new  bill section to read:

15 "* Sec. 44 . A S 43.55 is am ended by adding a new  section to read:

16 Sec. 43.55.028. Oil and gas tax credit fund established; cash purchases of
17 tax credit certificates, (a) The oil and gas tax credit fund is established as  a  separate

18 fund o f  the state. The purpose o f  the fund is to purchase certain tran sferab le  tax credit

19 certificates issued under AS 43.55.023 and certain  production tax  credit certificates

20  issued under A S 43.55.025.

21 (b) T he oil and gas tax credit fund consists o f

22 (1) m oney appropriated to the fund, including any app rop ria tion  o f  the

23 percentage p rovided  under (c) o f  this section  o f  all revenue from  taxes levied by

24 AS 43.55.011 that is not required to be  deposited  in the constitutional b udget reserve

25 fund established in art. IX, sec. 17(a), C onstitu tion  o f  the State o f  A laska; and

26 (2) earnings on the fund.

27 (c) T he applicable percentage for a fiscal year under (b)(1) o f  th is section  is

28 determ ined  w ith reference to the average p rice  o r value forecast by  the  departm en t for

29 A laska N orth  S lope oil sold or o therw ise d isposed  o f  on the United S tates W est C oast

30 during the fiscal year for which the appropriation  o f  revenue from  taxes lev ied  by

31 AS 43.55.011 is m ade. If  that forecast is

25-GHOOI4\F.7
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(1) $60 a barrel o r h igher, the applicable percentage is 10 percen t;

(2) less than $60 a barrel, the applicable percentage is IS percent.

(d) T he  departm ent shall m anage  the fund.

(e) T he departm ent, on  the w ritten  application o f  the person  to  w hom  a 

transferable tax credit certificate has been  issued under AS 43 .55 .023(d ) o r a 

production tax credit certificate has been  issued under AS 43 .55 .025(f), m ay  use 

available m oney in the oil and gas tax cred it fund to purchase, in w ho le  o r in  part, the 

certificate if  the departm ent finds that

(1) the calendar year o f  the purchase is not earlie r than  the first 

calendar year for w hich the credit show n on the certificate w ould o therw ise  b e  allow ed 

to be applied against a tax;

(2) w ithin 24 m onths after applying for the transferab le  tax  credit 

certificate or filing  a claim  for the production  tax credit certificate, the  applicant 

incurred a qualified  capital expenditu re  o r w as the successful b id d e r  on  a bid 

subm itted for a lease on state land under A S 38 .05 .180(0 ;

(3) the am ount expended for the purchase w ould not exceed  the total o f  

qualified capital expenditures and successfu l bids described in  (2) o f  th is  subsection  

that have not been  the subject o f  a find ing  m ade under this paragraph for pu rposes o f  a 

previous purchase o f  a certificate;

(4) the applicant does not have an outstanding liability  to  the  state  for 

unpaid delinquent taxes under th is title;

(5) the applicant's to tal tax liability  under AS 4 3 .5 5 .0 1 1(e), after 

application o f  all available tax credits, for the calendar year in w hich the  app lication  is 

m ade is zero;

(6) the applicant's average  daily  production o f  oil and gas taxable 

under AS 43 .55 .011(e) during the calendar year preceding the ca lendar y ear in w hich 

the application is m ade w as not m ore  than  50,000 BTU equivalent barrels; and

(7) the purchase is consisten t w ith this section and regu la tions adopted 

under this section.

(f) M oney in the fund rem ain ing  at the end o f  a fiscal year does not lapse and 

rem ains available for expenditure in successive fiscal years.



1 (g) T he departm ent m ay adopt reguluiions to  c a n y  ou t the purposes o f  this

2 section, including standards and procedures to allocate availab le  m oney  among

3 applications for purchases the  total am ount o f  w hich exceeds the  am ount o f  available

4 m oney in the fund.

5 (h) N othing in this section creates a dedicated fund.

6 (i) In this section, "qualified capital expenditure" has the  m ean ing  given in

7 AS 43.55.023."

8
9 Renum ber the following bill sections accordingly.

10
11 Page 47, follow ing line 24:

12 Insert a  new bill section to read:

13 "* Sec. 63. AS 43 .55 .023(0  is repealed."

14

15 Renum ber the follow ing bill sections accordingly.

16

17 Page 47, line 29:

18 Delete "sec. 55"

19 Insert "sec. 57"

20
21 Page 47, line 30:

22 D elete "29 - 42, and 49  - 60"

23 Insert " 3 0 -4 3 , and 5 1 - 6 2 "

24

25 Page 48, line 1:

26 D elete "Sections 43 and 45"

27 Insert "Sections 45 and 47"

28

29 Page 48, line 2:

30 Delete "sec. 43"

25 QH0014NF.7
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2 Page 48, line 3:

3 Delete "sec. 45"

4  Insert "sec. 47"

5 Delete "secs. 43 and 45"

6 Insert "secs. 45 and 47"

7

8 P age 48, line 5:

9 Delete "Sections 34 - 37, 39, and 41"

10 Insert "Sections 35 - 38, 40 , and 42"

11

12 P age 48, line 8:

13 Delete "sec. 47"

14 Insert "sec. 49"

15

16 P age 48, line 10:

17 Delete "47"

18 Insert "49"

19

20  Page 48, line 12:

21 Delete "sec. 44" in both p laces

22 Insert "sec. 46" in bo th  p laces

23

24 Page 48, line 15:

25 Delete "sec. 46"

26 Insert "sec. 48"

27

28 Page 48, line 16:

29 Delete "sec. 46"

30 Insert "sec. 48"

31

1
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1 Page 48, follow ing line  16:

2 Insert a new subsection  to read:

3 "(h) I f  an app lication  m ade under AS 43 .55 .023(f) is received by the D epartm ent o f

4 Revenue before January  1, 2008, and is still ou tstanding  on that date, the application is

5 considered to be an app lication  under AS 43 .55.028, enacted by sec. 44 o f  this A ct."

6

25-GH0014\F.7

7 Page 49, line 15:

8 D elete "sec. 55"

9  Insert "sec. 57"

10
11 Page 49, line 16:

12 D elete "sec. 68"

13 Insert "sec. 71"

14

15 Page 49, line 17:

16 D elete "29 - 4 2 ,4 9  - 54, 56 - 60"

17 Insert "30 - 43, 51 - 5 6 ,5 8  -6 2 "

18 D elete "sec. 55"

19 Insert "sec. 57"

20
21 Page 49, line 18:

22  D elete "sec. 68"

23 Insert "sec. 71"

24

25 Page 49, lines 26 - 27:

26 D elete "29 - 42, and 49  - 60"

27 Insert " 3 0 -4 3 , and 51 - 62"

28

29  Page 49, line 29:

30  D elete "sec. 55"

31 Insert "sec. 57"
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2 Page 50, lines 15 - 16:

3 Delete "Sections 29 and 38"

4 Insert "Sections 30 and 39"

5

6 Page 50, line 17:

7 Delete "sec. 55"

8 Insert "sec. 57"

9

10 Page 50, line 19:

11 Delete "29 - 42, and 49 - 60"

12 Insert "30 * 43, and 51 - 62"

13

14 Page 50, line 21:

15 Delete "Section 28 o f  this A ct takes"

16 Insert "Sections 28 ,2 9 , 44, and 63 o f  this A ct take"

17

18 Page 50, line 22:

19 Delete "sec. 69"

20 Insert "sec. 72"

1
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25-GH0014\F.20
Cook/Bullock

11/15/07

TO: SCS CSHB 2001 (FIN)

1 Page 25, line 3: » >

2 Delete "spudding the well" ^

3 Insert "the well is spudded"

4

5 Page 25, line 8:

6 Delete "and"

7

8 Page 25, lines 9 -15 :

9 Delete all material and insert:

10 "(ii) at the tim e  o f  the submittal o f  in fo rm ation  u nder (i)

11 o f  this subparagraph, the com m issioner o f  natural resou rces m ay

12 request from  the explorer that specific data sets, ancilla ry  data , and

13 reports including all resu lts , and copies o f  well data  co llected  and data

14 analyses for the w ell be provided to the D epartm ent o f  N atural

15 R esources upon com pletion  o f  the drilling; in th is sub-subparagraph ,

16 well data include all analyses conducted on physical m ateria l, and well

17 logs collected from  the  w ell and sam ple analyses; testing  geophysical

18 and velocity data includ ing  vertical seism ic profiles and  check shot

19 surveys; testing data and analyses; age data; geochem ical analyses; and

20 access to tangible m aterial; and

21 (iii) the com m issioner o f  natural resources m ust m ake

22 an affirm ative determ ination  as to whether the geological o b jec tive  o f

23 the well is a potential oil o r  gas trap that is distinctly separate  from  any
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1 trap that has been tested by  a preexisting well and w hat inform ation

2 under (ii) o f  this subparagraph  must be submitted by the  exp lo rer after

3 completion, abandonm ent, or suspension under A S 31.05 .030; the

4 com m issioner o f  natural resources shall make that de term ination  within

5 60 days after receiving all the necessary inform ation from  the explorer

6 based on the inform ation received and on o ther in form ation  the

7 com m issioner o f  natural resources considers relevant;"

8
9 Page 25, line 21, following "abandonm ent":

10 Insert "under AS 31.05.030"

11
12 Page 25, line 23:

13 D elete "adequately achieved"

14 Insert "was consistent with achieving"

15

16 Page 25, line 30, following "section;":

17 Insert "in addition, the explorer shall submit information necessary for the

18 commissioner of natural resources to evaluate the validity of the explorer's compliance

19 with the requirements of this section;"

20
21 Page 26, line 28, through page 27, line 5:

22 Delete all material and insert:

23 "(ii) well data include all analyses conducted on

24 physical material, and well logs collected from the well, results, and

25 copies of data collected and data analyses for the well, including

26 well logs; sample analyses: testing geophysical and  velocity data

27 including seismic profiles and check shot surveys: testing data and

28 analyses: age data: geochemical analyses: and tangible m aterial:"

L -2 -



25-GH0014VF.8
Kane/Bu!lock

U/15/07

a m e n d m e n t

O FFER ED  IN TH E SE N A T E  ^  . . p i ^ J

TO : SCS CSH B 2001 (FIN ) V *  ‘

Page 33, line 31: 

D elete "four" 

Insert "six" 

D elete "latest"

L -1-



25-GH0014VF.6
Mischel/Bullock

11/15/07

A M E N D M E N T

A ' V '

OFFERED IN THE SEN A TE BY SENATOR W J E ts e n C W S K I

TO: SCS CSHB 2001 (FIN)

Page 21, line 12:

Delete "April 1.2006"

Insert "January 1. 2008"

Page 21, lines 16 - 17:

Delete "are incurred during the calendar year for which the credit is taken"

Insert "were incurred after March 31. 2006. and before .lamia- ■ 1, ?nn« [ARE 

INCURRED DU RING T H E CA LEN DAR Y EAR FO R W HICH  TH E C R E D IT  IS T A K E N ]"
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25-GH0014VF.18
Cook/Bullock

11/15/07

A M E N D M E N T

BY S E N A T O R  FR E N C H f

V l -  %

OFFERED IN THE SEN A TE

TO: SCS CSHB 2001 (FIN)

1 Page 2, line 3:

2 Delete "sec. 68"

3 Insert "sec. 69"

4

5 Page 45, following line 5:

6 Insert a new  bill section to read:

7 "* Sec. 57. AS 43.55.165 is am ended by adding new  subsections to read:

8 (k )  For purposes o f  AS 43.55.160, for a calendar year afte r 2006 and before

9 2010, a producer's total lease expenditures, before adjustm ent u nder AS 43.55.170,

10 that are applicable to oil and gas produced by the producer from  all leases or

11 properties from w hich 1,000,000,000 BTU  equivalent barrels o f  oil o r  gas have been

12 cumula vely produced by the close o f  2006 and from which the average  da ily  oil and

13 gas production during  2006 exceeded 100,000 BTU equivalent barre ls as the unit

14 boundaries were defined on January 1, 2007, are determ ined r H e r  th is  subsection  and

15 (/) o f  this section. Except as o therw ise provided under (/) o f  th is  section, the

16 producer's total lease expenditures, o ther than qualified capital expend itu res, (1) for

17 calendar year 2007, are equal to the product o f  1.37 m ultip lied  by  the total lease

18 expenditures for calendar year 2006, o ther than qualified capital expend itu res, that are

19 applicable to oil and gas produced by the producer from all leases o r p roperties  w ithin

20 the unit, as reported on the producer's statem ent under AS 43 .55 .030(a) fo r calendar

21 year 2006, and (2) for a calendar year after 2007, are equal to the  p roduct o f /l .0 3

22 multiplied by the total lease expenditures, o ther than qualified cap ital expenditu res,

23 determined for the  previous calendar year under this subsection. T h e  producer's  total

-1-
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1 lease expenditures for a calendar year after 2006 that are applicable to oil and gas

2 produced by the p roducer from  all leases o r properties w ithin a unit subject to this

3 subsection are the sum o f  the producer's qualified capital expenditures incurred during

4 the calendar year that are  applicable to that oil and gas plus the lease expenditures,

5 other than qualified capital expenditures, that are applicable to that oil and gas as

6 determined under this subsection and (/) o f  this section. If  a producer w hose lease

7 expenditures for 2006 are used to determ ine lease expenditures for a later calendar

8 year under this subsection transfers an interest in an affected lease o r property  to a

9 different producer or i f  the unit area o f  the applicable unit is changed from  the area as

10 it existed on D ecem ber 31, 2006, the transferee's lease expenditures applicable to oil

11 and gas produced by the transferee from  the lease or property and a producer's lease

12 expenditures applicable to oil o r gas produced from a lease o r p roperty  w ithin a unit

13 area as it existed on D ecem ber 31, 2006, continue to be determ ined under this

14 subsection using those 2006 lease expenditures. In this subsection, "qualified  capital

15 expenditures" has the m ean ing  given in AS 43.55.023.

16 (/) If, after aud it by  the departm ent o f  a producer's sta tem ent o r am ended

17 statement under AS 43 .55 .030(a) for calendar year 2006, the departm ent finally

18 determines that the reported  am ount o f  total lease expenditures, o ther than qualified

19 capital expenditures, for calendar year 2006 applicable to oil and gas produced by the

20 producer from all leases o r properties w ithin a unit subject to  (k) o f  th is section

21 exceeds by m ore than 10 percent the actual am ount o f  those lease expenditures, o ther

22 than qualified capital expenditu res, the producer or transferee, as applicable, shall (1)

23 substitute the actual am ount o f  those lease expenditures, o ther than  qualified  capital

24 expenditures, for purposes o f  the calculations set out in (k) o f  th is section, and (2) file

25 amended statements for affected past tax periods within 60 days after the final

26 determination. T he com m issioner m ay adjust the deduction app licab le  under (k) o f

27 this section on changes in  unit boundaries."

28

29 Renum ber the following bill sections accordingly.

30

31 Page 47, line 30:

* '
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1 Delete "4 9 -6 0 "

2 Insert "49 -61"

3

4 Page 49, line 16:

5 Delete "sec. 68"

6 Insert "sec. 69"

7

8 Page 49, line 17:

9 Delete "56 - 60"

10 Insert "56 -61"

11
12 Page 49, line 18:

13 Delete "sec. 68"

14 Insert "sec. 69"

15

16 Page 49, line 27:

17 Delete "49 - 60"

18 Insert "49 - 61"

19

20 Page 50, line 19:

21 Delete "49 - 60"

22 Insert "49 - 61"

23

24 Page 50, line 22:

25 Delete "sec. 69"

26  Insert "sec. 70"

25-GHOOI4\F.18
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25-0110014\F. 15 
Cook/Bullock 

11/15/07

AMENDMEN  1 ^  2 , A

OFFERED IN THE SENATE BY SEN A TO R FR EN C H  t ( T b > \
/

p i  y f\y iJ i/TO: SCS CSHB 2001 (FIN )

*  l l . i

Page 39, line 27, through page 41, line 10:

Delete all material and insert:

"* Sec. 53. AS 43.55.165(a) is repealed and reenacted to read:

(a) Except as provided in (k) and (I) o f  this section, for purposes o f  this 

chapter, a producer's lease expenditures for a calendar year are

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

(A) incurred in the state by the producer during the calendar 

year after M arch 31, 2006, to explore for, develop, or produce oil o r  gas 

deposits located  w ithin the producer's leases or properties in the state or, in the 

case o f  land in w hich the producer does not ow n an operating  right, opera ting  

interest, o r w orking  interest, to explore for oil or gas deposits w ithin o ther land 

in the state; and

departm ent's determ ination that the costs satisfy  the follow ing th ree 

requirem ents:

(B) allow ed by the departm ent by regulation, based on  the

(i) the costs m ust be incurred upstream  o f  the poin t o f  

p roduction  o f  oil and gas;

(ii) the costs m ust be ord inary  and necessary costs o f  

exp loring  for, developing, or producing, as applicable, oil o r gas 

deposits; and

(iii) the costs m ust be direct costs o f  exploring for, 

developing, or producing, as applicable, oil or gas deposits; and

(2) a reasonab le  allowance for that calendar year, as determ ined u nder

V £MfW -1-
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regulations adopted by the departm ent, for overhead expenses that are d irec tly  related 

to exploring for, developing, or producing, as applicable, the oil or gas deposits.

* Sec. 54. AS 43 .55 .165(b) is am ended to read:

(b) For purposes o f  (a) o f  this section,

( I )  direct costs include

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

acquisition cost is otherw ise a direct cost, notw ithstanding that the expenditu re  

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

accounting or federal incom e tax purposes;

(B) paym ents o f  or in lieu o f  property taxes, sa les and use 

taxes, m otor fuel taxes, and excise taxes;

[(C) A REA SO N A BLE A LLOW AN CE, AS D E T E R M IN E D  

UNDER R E G U LA TIO N S A D O PTED  BY TH E D E PA R T M E N T , FOR 

OV ERH EA D  EX PEN SES D IRECTLY RELA TED  TO E X PL O R IN G  FO R, 

D EV ELO PIN G , AND PR O D U CIN G  OIL OR GAS D E PO SITS L O C A T ED  

W ITHIN LEA SES OR PR O PERTIES OR O THER LAND IN T H E  ST A T E ;]

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

within the prem ises o f  the lease or property w ithin which an oil or gas deposit being 

explored for, developed, or produced is located in order for the cost o f  the ac tiv ity  to 

be a cost upstream  o f  the point o f  production o f  the oil or gasj

(3) in d e te rm in in g  w h e th e r  costs a re  lease e x p e n d itu re s , th e  

d ep artm en t m ay  c o n s id e r , am o n g  o th e r  fac to rs , the

(A) typ ica l in d u s try  p rac tic e s  an d  s ta n d a rd s  in  th e  s ta te  

th a t d e te rm in e  th e  costs, o th e r  th a n  item s lis ted  in (e) o f  th is  sec tio n , th a t  

an o p e ra to r  is allow ed to bill a p ro d u c e r  th a t  is no t th e  o p e ra to r ,  u n d e r  

un it o p e ra tin g  ag reem en ts  o r  s im ila r  o p e ra tin g  ag re e m e n ts  th a t  w e re  in 

effect b e fo re  D ecem ber 2, 2005, an d  w ere  su b jec t to n e g o tia tio n  w ith  a t 

least one p ro d u c e r  w ith  su b s ta n tia l b a rg a in in e  pow er, o th e r  th a n  the  

o p e ra to r; a n d

(B) s ta n d a rd s  a d o p te d  by  the  D e p a r tm e n t o f  N a tu ra l

R esources th a t  d e te rm in e  the  costs, o th e r  th a n  item s lis ted  in  (e) o f  th is



A

section, th a t a lessee is a llow ed  to  deduct from  revenue in c a lc u la tin g  net 

profits u n d e r  a lease issued  u n d e r  AS 38.05.180(f)(3)(B), (D), o r  (E ) ."

Page 41, lines 23 - 26:

Delete all material and insert:

"(6)_ costs arising from  fraud, wilful m isconduct, [O RJ gross 

nculiuence, Violation o f law ^ o r fa ilu re  to  com ply w ith an ob liga tion  u n d e r  a lease, 

p e rm it, o r license issued hy the  s ta te  o r  fed era l governm en t;"

25-GHOOI4\F.I5
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A

Page 42, lines 6 - 7 :

Delete all material and insert:

"(12) an e x p e n d itu re  o th erw ise  deductib le  u n d e r  (b) o f  th is  section 

th a t  is a result of [FOR A TR A N SA C T IO N  THAT IS] an internal transfer, a 

tra n sa c tio n  w ith an a ffilia te , o r  a tra n sa c tio n  betw een re la te d  p a r t ie s ,  or is 

otherw ise not an arm's length transaction , unless the p ro d u c e r  e s ta b lish e s  to  the 

satisfaction  of the  d e p a r tm e n t th a t  th e  a m o u n t o f the  ex p e n d itu re  does  n o t  exceed 

the  [EXPENDITURES IN C U R R ED  T H A T  ARE IN EXCESS OF] fair m arke t value 

o f th e  ex p en d itu re ;"

Page 45, lines 7 - 8:

D elete "(a) Unless the paym ent or credit has already been subtracted in calculating 

billable or billed costs under AS 43.55.165(c) [OR (d)], a"

Insert "(a) A [UNLESS TH E PA Y M E N T  OR CREDIT HAS A L R E A D Y  BEEN 

SU BTR A CTED  IN C A LC U LA TIN G  B ILLA B LE OR BILLED C O ST S UNDER 

AS 4 3 .5 5 .165(c) OR (d), A]"

Page 47, line 23. following "43.55.160(c),": 

Insert "43.55.165(c),"

L -3-
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Chenoweth/Bullock 
11/15/07

A M E N D M E N T  I

OFFERED IN THE SENATE BY SEN A TO R  T H O M A S

TO: SCS CSHB 2001 (FIN ) a n d ^ e n a ^ r  O \ ^ o f \
(A J i  I V j ^ v x

A  V
Page 1, line 2, following "oil;": " Y " \ \ V  \

Insert "providing a limit on the amount of tax that may be levied on the

3 production of certain gas that is produced outside of the Cook Iniet sedim entary basin;"

4

5 Page 1, line 11, following "INTENT.":

6 Insert "(a) It is the intent o f  the legislature that the provisions o f  this A ct w ill

7 (1) ensure a fair and equitable m eans o f  assessing and taxing A lask a 's  oil and

8 gas resources; and

9 (2) encourage the availability  to A laska's citizens o f  affordable gas p roduced ,

10 transported, and consumed w ithin the sta te , o n e  +«w»rds rc » so n » b ie  a n d
VV

12 Reletter the following subsections accordingly.

13

14 Page 1, line 12:

15 Delete "sec. 47"

16 Insert "sec. 48"

17

18 Page 2, line 3:

19 Delete "sec. 68"

20 Insert "sec. 69"

2!

22 Page 11, line 18:

23 Delete "and (k)"

L -1-



1 Insen  "(k), and (o)"

2
3 Page 11, line 26, following "section":

4 Insert " and gas subject to (o) o f this section"

5

6 Page 14, line 9:

7 D elete "or (k)"

8 In s e r t", (k), or (o)"

9

10 Page 14, line 11:

11 D elete "and (k)"

12 In s e r t", (k), and (o)"

13

14 Page 14, line 13:

15 D elete "and (k)"

16 In s e r t", (k), and (o)"

17

18 Page 14, line 14, following "AS 43.55.01 l(j)" :

19 Insert "or (o)"

20
21 Page 14, lines 16 -1 7 :

22 D elete "and (k)"

23 Insert ", (k), and (o)"

24

25 Page 14, line 20:

26 D elete "or (k)"

27 Insert ", (k), or (o)"

28

29 Page 14, follow ing line 20:

30 Insert a new  bill section to read:

31 "* Sec. 21. A S 43.55.011 is am ended by  add ing  a new  subsection to read:

25-GH0014NF.1
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1 (o) Notwithstanding o ther provisions o f  this section, for a calendar year before

2 2022, the tax levied under (e) o f  this section for each 1,000 cubic feet o f  gas for gas

3 produced from a lease or property outside the Cook Inlet sed im entary  basin and used

4 in the state may not exceed the am ount o f  tax for each 1,000 cubic feet o f  gas that is

5 determ ined under (j)(2) o f  this section."

6
7 Renumber the following bill sections accordingly.

8
9 Page 15, line 1, following "basin":

10 Insert "or not subject to AS 43.55.01 l(o)"

11
12 Page 15, line 28:

13 Delete "or (k)"

14 In s e r t", (k), or (o)"

15

16 Page 16, line 8:

1/  Delete "or (k)M

18 In s e r t", (k), or (o)"

19

20 Page 16, line 10, following the first occurrence o f  "(2)":

21 Insert "or 43.55.01 l(o)"

22
23 Page 16, line 11, following "(2)(A)":

24 Insen "or 43.55.01 l(o )"

25

26 Page 37, line 15, following "AS 43.55.170;":

27 Insert " this subparagraph does not app ly to gas subject to AS 43.55.01 l(o ):"

28

29 Page 37, line 23, following "AS 43.55.170;":

30 Insert " this subparagraph does not app ly to gas subject to AS 43.55.01 l(o ):"

31

L 3



1 Page 38, following line 4:

2 Insert new m aterial to read:

3 "(E ) gas p ro d u c e d  d u rin g  a c a le n d a r  y e a r  from  a  lease o r  p ro p e r ty

4 outside the  C ook  In le t se d im e n ta ry  basin  a n d  used  in the  s ta te  is the  gross v a lu e

5 a t the poin t o f  p ro d u c tio n  o f th a t gas tax a b le  u n d e r  AS 43.55.011(e) a n d

6 p roduced  bv th e  p ro d u c e r  fro m  th a t lease o r  p ro p e r ty , less th e  p ro d u c e r 's  lease

7 expend itu res u n d e r  AS 43.55.165 fo r the  c a le n d a r  y e a r  ap p lic ab le  to  th a t  gas

8 p roduced  by th e  p ro d u c e r  fro m  th a t lease o r  p ro p e r ty , as a d ju s te d  u n d e r

9 AS 43.55.170:"

10
11 Page 39, lines 14 - 15:

12 Delete "o r  (k)"

13 I n s e r t (k). o r (o )"

14

15 Page 39, line 17*

16 Delete ,,(a )( l)(C ) o r  (D )"

17 Insert "(a)(1)(C ). (D) o r  (E )»

18

19 Page 39, line 20:

20 Delete "o r  (k )"

21 I n s e r t (k). o r (o )"

22
23 Page 39, line 23:

24 Delete "o r  (k )"

25 I n s e r t (k). o r  (o )"

26

27 Page 44, line 29, follow ing "gas":

28 In se r t". betw een gas su b je c t to  AS 43.55.01 l(o )  a n d  o th e r  gas."

29

30 Page 47, line 22, follow ing "AS 31.05.110(b)":

31 In se r t",

25-GH0014\F.l
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1 (24) "used in the staie" m eans delivered for consum ption as fuel in  the

2 state, including as fuel consum ed to generate electricity"

3

4 Page 47, line 29:

5 Delete "sec. 55"

6 Insert "sec. 56"

7

8 Page 47, line 30:

9 Delete "secs. 15 - 27, 29 - 42, and 49 - 60"

10 Insert "secs. 15 - 28, 30 - 43, and 50 - 61"

11
12 Page 48, line 1:

13 Delete "Sections 43 and 45"

14 Insert "Sections 44  and 46"

15

16 Page 48, line 2:

17 Delete "sec. 43"

] 8 Insert "sec. 44"

19

20  Page 48, line 3:

21 Delete "sec. 45"

22 Insert "sec. 46"

23 Delete "secs. 43 and 45"

24 Insen "secs. 44 and 46"

25

26  Page 48, line 5:

27  Delete "Sections 34 - 37, 39, and 41"

28 Insert "Sections 35 - 38, 40, and 42"

29

30 Page 48, line 8:

31 Delete "sec. 47"
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1 Insert "sec. 48"

2
3 Page 48, line 10:

4 Delete "47"

5 Insert "48"

6
7 Page 48, line 12:

8 Delete "sec. 44" in both places

9 Insert "sec. 45" in both places

10

11 Page 48, line 15:

12 Delete "sec. 46"

13 Insert "sec. 47"

14

15 Page 48, line 16:

16 Delete "sec. 46"

17 Insert "sec. 47"

18

19 Page 49, line 11:

20 Delete "sec. 21" in both places

21 Insert "sec. 22" in both places

22
23 Page 49, line 13:

24 Delete "sec. 21"

25 Insert "sec. 22"

26

27 Page 49, line 15:

28 Delete "sec. 55"

29 Insert "sec. 56"

30

31 Page 49, line 16:

25-GH0014\F.l
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1 Delete "sec. 68"

2 Insert "sec. 69"

3

4 Page 49, line 17:

5 Delete "secs. 15 -2 7 , 29 - 42, 49 - 54, and 56 - 60"

6 Insert "secs. 15 - 28, 30 - 43, 50 - 55, and 57 - 61"

7 Delete "sec. 55"

8 Insert "sec. 56"

9

10 Page 49, line 18:

11 Delete "sec. 68"

12 insert "sec. 69"

13

14 Page 49, lines 26 - 27:

15 D elete "secs. 15 - 27, 29 - 42 , and 49 - 60"

16 Insert "secs. 15 - 28, 30 - 43 , and 50 - 61"

17

18 Page 49, line 29 :

19 D elete "sec. 55"

20  Insert "sec. 56"

21
22 Page 50, lines 15 -16:

23 D elete "Sections 29 and 38"

24 Insert "Sections 30 and 39"

25

26 Page 50, line 17:

27 D elete "sec. 55"

28 Insert "sec. 56"

29

30 Page 50, line 19:

31 D elete "Sections 15 - 27, 29 - 42, and 49 - 60"

25-GH00!4\F.l
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1

2

Page 50, line 21:

Delete "Section 28"

Insert "Section 29"

Insert "Sections 15 - 28, 30 - 43, and 50 - 61"

Page 50, line 22:

8 Delete "sec. 69"

9 Insert "sec. 70"

L -8-
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Bullock
11/13/07

SEN A TE CS FO R  C S F O R  H O U SE B IL L  NO. 2001 (FIN ) an .

IN THE LEG ISLATU RE OF THE STATE OF ALASKA

TW ENTY-FIFTH LEGISLA TURE - SECOND SPECIAL SESSION

BV THE H(M-SESENATE FINANCE COM M ITTEE

AmetMledi 11/14/0?
Offered: 41/44/0?
Referred:

Sponsors): HOUSE RULES CO M M ITTEE BY RrQUEST OF THE GOVERNOR
A B IL L

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

1 "A n A ct re la ting  to  the  p roduction  tax  on oil an d  gas an d  to conservation  su rch arg es  on

2 oil; p ro v id in g -a - l im d o « - the a tw w a f  <»f 4a*-4hat-m ay~be lev ied o n th e - p rod u c tion o f

4 issuance o f adv isory  bulle tins an d  the  d isc losure  o f  certa in  in fo rm ation  re la ting  to  the

5 p roduction  tax  and  the sh a rin g  betw een agencies o f  ce rta in  in fo rm ation  re la ting  to  the

6 p roduction  tax  an d  to  oil an d  gas o r  gas only leases; e xpan d ingam ending  the

7 p e rio d S ta te  P ersonnel A ct to  c re a te  in w bieb-the D ep artm en t o f R evenue m a y -assess the

9 p ro d u ce r  o r  ex p lo re r  from  reeeivin g -tav -c re d its if  c e r ta in ju d g m e nts a re  not sa tisfied

10 and re q u ir ing, as a condi t ion o f  rece iving-th e  fax c re d its , the deposit o f  the  am o u n t o f

11 o e rtu in u n p a id ju dgm en ts and  e e rtu in in te res t on those judgm ents in the  cou rt d u r ing

12 oo  a p p e a l  and r e la t in g to t h a f  in te res t: re lu ting to  exem pt service s ta te  oil an d  gas a u d it

u in iU iix , -1- SCSCSHB 2001(FIN)ohh
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masters; relating to oil and gas auditors and certain oil and gas auditor supervisors: 

providing for civil penalties relating to the oil and gas production tax: providing for 

retroactive application of certain statutory and regulatory provisions relating to the 

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

effective date."

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

* Section 1. The uncodified law o f  the State o f  Alaska is amended by adding a new section 

to read:

LEGISLATIVE INTENT, (a) It is the intent o f  the legislature that the provisions o f

transported. am i CiW*omed -w hbin-the-*tatth

tb> It is the in ten t-o fthe legislature that AS 43.55.075(b). enacted by sec. 4143 o f  this 

Act. confirm  bv clarification the long-standing interpretation o f AS 43.03.260 by the 

Department o f  Revenue relating to the limitation o f  assessments for the production tax on oil 

and gas and conservation surcharges on o il. confirmy-hy c larific atio n - the  Jong-standing

(b) It is the intent o f  the legislature that the amount o f  money received bv the state as 

a result o f  the retroactivity o f  certain provisions under sec. 65 o f  this Act that exceeds the 

amount o f money the state would have received if those prov isions had not taken effect until 

Januar\ I. 2008. will he appropriated to the public education fund (AS 14.17.300).

(c) It is the intent o f  the legislature that coMy-th sullowed in ■ accordance w ith 

. 165(e)(6).' as ame mied -by- yec. 48 -o f  this Act. include costs, subsequent- te  tin;

e ffect is e date-the legislature will responsibly invest the amounts received after December 31. 

2007. as the result o f  the enactm ent o f  this Act that exceed the amounts that would have been 

received under AS 43.55.011 - 43.55. !65(e H6>. incurred as - a -reynh o f m onitoring and 

m anagem ent decisions that-fail to-properly-eon.-ddef -risky-posed 180. as those provisions read

SCSCSHB 2001(FIN)-»mh -2-
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on June 30. 2007. as if those precisions had been applied after D ecem ber31. 2007, by

I' stH'v-HHjr t^^H tttW rftTm akinu appropriations to the follow intt:

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

(2) the budt’et reserve fund (art. IX. sec. 17, Constitution o f  the State o f

Alaska):

(3) to extinguish the am ount o f  the em ployers’ unfunded liahilit\ in the

teachers' defined benefit retirement plan and the public employees' defined benefit retirement

plan: and

(4) the development and implem entation o f  a lont>-rant»c fiscal plan for the

state.

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

(a) The director shall

(1) have general charge and supervision o f  the division and may 

exercise the powers specifically delegated to the director: the director may employ 

and tlx the compensation o f  assistants and em ployees necessary for the operations o f  

the division: the director [A N D | is the certifying officer o f  the division, with the 

consent o f  the comm issioner, and may approve vouchers for disbursem ents o f  money 

appropriated to the division:

(2) manage, inspect, and control state land and improvements on it 

belonging to the state and under the jurisdiction o f  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 o f  available land, resources, property, or interest in them:

(5) prescribe fees or service charges, with the consent o f  the 

com m issioner, for any public service rendered;

(6) under the conditions and limitations imposed by law and the 

com m issioner, issue deeds, leases, or other conveyances disposing o f  available land, 

resources, property, or any interests in them;

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

IIB34WK -3- SCSCSHB 200I(FIN) <hm
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Alaska W orld War II Veterans Board and the Agricultural Loan Board or the 

departm ents or agencies succeeding to their respective functions through foreclosure 

or default; to this end, the director possesses the powers and, with the approval o f  the 

comm issioner, shall perform the duties necessary to protect the state's rights and 

interest in state land, including the taking o f  all necessary action to protect and 

enforce the state's contractual or other property rights;

(8) [REPEALED

(9)] maintain the  [SUCH] records [AS] the com m issioner considers 

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

following records and files shall be kept confidential upon request o f  the person 

supplying the information:

(A) the name o f  the person nominating or applying for the

sale, lease, or o ther disposal o f  land by competitive bidding;

(B) before the announced time o f  opening, the names o f  the

bidders and the am ounts o f  the bids;

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

whether or not concerned with the extraction or developm ent o f  natural 

resources;

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

financial information submitted in support o f  applications, bonds, leases, and 

sim ilar items:

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

(F) requests for information or applications by public agencies 

for land th a t  [W HICH] is being considered for use for a public purpose;

£21 [00)1  account for the fees, licenses, taxes, or other money 

received in the administration o f  this chapter including the sale or leasing o f  land, 

identify their source, and promptly transm it them to the proper fiscal department after 

crediting them to the proper fund: receipts from land application filing fees and 

charges for copies o f  maps and record? shall be deposited immediately in the general 

fund o f  the state by the director:

(10) [ ( I I ) ]  select and employ or obtain at reasonable compensation

SCSCSHB 2001(FIN)hhh -4-
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cadastral, appraisal, or other professional personnel the director considers necessary 

for the proper operation o f  the division;

(11) [(12)] be the certifying agent o f  the state to select, accept, and 

secure by whatever action is necessary in the name o f  the state, by deed, sale, gift, 

devise, judgm ent, operation o f  law. or other means any land, o f  whatever nature or 

interest, available to the state; and be the certifying agent o f  the state, to select, 

accept, or secure by whatever action is necessary in the name o f  the state any land, or 

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

foran> purpose;

(12) on request, furnish records, files, and other information 

related to the administration of AS 38.05.180 to the Department of Revenue for 

use in forecasting state revenue under or administering AS 43.55. whether or not 

those records, files, and other information are required to be kept confidential 

under (8) of this subsection: in the case of records, fdes. or other information 

required to be kept confidential under (8) of this subsection, the Department of 

Revenue shall maintain the confidentiality that the Department of Natural 

Resources is required to extend to records, files, and other information under (8) 

of this subsection

[(13) REPEALED

(14) REPEALED].

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

(b) The Department o f  Revenue may obtain from the department information 

relating to royalty and net profits payments and to exploration incentive credits under 

this chapter or under AS 41.09. whether or not that information is confidential. The 

Department o f  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 departm ent 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(0 is amended to read:

( 0  Except as otherwise provided in this section or in connection with official 

investigations or proceedings o f  the departm ent, it is unlaw ful for a current or former

H U 2o m * SCSCSH B  200I(FIN)-*hh
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officer, em ployee, or agent o f  the state to divulge information obtained by the 

departm ent as a result o f  an audit under this section that is required by an agreement 

with the departm ent or by AS 38.05.035(a)(8) [AS 38.05.035(aX9)] or 

AS 4 1.09 .010(d) to be kept confidential.

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

(g) Nothine in this section prohibits the publication o f  statistics in a m anner 

that m aintains the confidentiality o f  information to the extent required by an 

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

AS 41.09.010(d).

* Sec. 6. AS 38.05.123(0 is amended to read:

(0 As part o f  the tim ber sale negotiations authorized by this section, the 

com m issioner may require a prospective purchaser negotiating a tim ber sale contract 

to submit financial and technical data that dem onstrates that the requirem ents o f  this 

section have been or will be met. Upon the prospective purchaser's request, the 

com m issioner shall keep data provided by the purchaser confidential in accordance 

with the requirem ents o f  AS 38.05.035(a)(8) [AS 38.05.035(a)(9)],

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

(e) The com m issioner may make a written request to a prospective licensee 

for additional information on the prospective licensee's proposal. The com m issioner 

shall keep confidential information described in AS 38.05.03S(a)(8) 

[AS 38.05.035(a)(9)] that is voluntarily provided if the prospective licensee has made 

a written request that the information remain confidential.

* Sec. 8. AS 38 .05 .180(j > is amended to read:

(j) The com m issioner

( I )  may provide for modification o f  royalty on individual leases, 

leases unitized as described in (p) o f  this section, leases subject to an agreement 

described in (s) or (t) o f  this section, or interests unitized under AS 3 1.05

(A) to allow for production from an oil or gas field or poo if

(i) the oil or gas field or pool has been sufficiently 

delineated to the satisfaction o f  the commissioner:

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

SCSCSHB 2001(FIN)-»«» -6-
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gas for sale; and

(iii) oil or gas production from the field or pool would

not otherwise be econom ically feasible;

(B) to prolong the economic life o f  an oil or gas field or pool 

as per barrel or barrel equivalent costs increase or as the price o f oil or gas 

decreases, and the increase or decrease is sufficient to make future production 

no longer economically feasible; or

(C) to reestablish production o f  shut-in oil or gas that would 

not otherwise be econom ically feasible;

(2) may not grant a royalty m odification unless the lessee or lessees 

requesting the change make a clear and convincing showing that a m odification o f 

royalty meets the requirem ents o f  this subsection and is in the best interests o f  the 

state;

(3) shall provide for an increase or decrease or other m odification o f  

the state's royalty share by a sliding scale royalty or other mechanism that shall be 

based on a change in the price o f  oil or gas and may also be based on other relevant 

factors such as a change in production rate, projected ultimate recovery , development 

costs, and operating costs;

(4) may not grant a royalty reduction for a field or pool

(A) under (1 )(A) o f  this subsection if  the royalty modification 

for the field or pool would establish a royalty rate o f  less than five percent in 

amount or value o f  the production removed or sold from a lease or leases 

covering the field or pool:

(B) under ( l)(B ) or (1)(C) o f  this subsection if  the royalty 

modification for the field or pool would establish a royalty rate o f  less than 

three percent in amount or value o f  the production rem oved 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 com m issioner shall, in the preliminary and final findings and

 t t -s     « » ■
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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 dem onstrate that the 

requirem ents o f  this subsection are met; the com m issioner

(A) may require disclosure o f  only the financial and technical 

data related to developm ent, production, and transportation o f  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 38.0S.035(aM8) 

[AS 38.05.035(a)(9)] at the request o f  the lessee or lessees m aking application 

for the royalty reduction; the confidential data may be disclosed by the 

com m issioner to legislators and to the legislative auditor and as directed by 

the chair or vice-chair o f  the Legislative Budget and Audit Com m ittee to the 

director o f  the division o f  legislative finance, the permanent em ployees o f 

their respective divisions who are re-ponsible for evaluating a royalty 

reduction, and to agents or contractors o f  the legislative auditor or the 

legislative finance director who are engaged under contract to evaluate the 

royalty reduction, if  they sign an appropriate confidentiality agreement;

(7) may

(A) require the lessee or lessees m aking application for the 

royalty reduction under ( I )(A) o f  this subsection to pay for the services o f an 

independent contractor, selected by the lessee or lessees from a list o f  

qualified consultants compiled by the commissioner, to evaluate hydrocarbon 

developm ent, production, transportation, and economics and to assist the 

com m issioner in evaluating the application and financial and technical data; 

if. under this subparagraph, the com m issioner requires payment for the 

services o f  an independent contractor, the total cost o f  the services to be paid 

for by the lessee or lessees may not exceed $150.000 for each application, and 

the com m issioner shall determ ine the relevant scope o f  the work to be 

performed by the contractor; selection o f  an independent contractor under this

SCS CSHB 200KFIN) -8-
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subparagraph is not subject to AS 36.30;

(B) with the mutual consent o f  the lessee or lessees making 

application for the royalty reduction under ( I )(B) or ( I )(C) o f  this subsection, 

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

list o f  qualified consultants to evaluate hydrocarbon developm ent, production, 

transportation, and econom ics by the com m issioner to assist the com m issioner 

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

subparagraph, the com m issioner requires payment for the services o f  an 

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

the lessee or lessees may not exceed $150,000 for each application, and the 

com m issioner shall determine the relevant scope o f  the work to be performed 

by the contractor; ..election o f  an independent contractor under this 

subparagraph is not subject to AS 36.30;

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

on the royalty reduction application, give reasonable public notice o f  the preliminary 

fine rigs and determination, and invite public comm ent on the preliminary findings 

and determination during a 30-day period for receipt o f  public comment;

(9) 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 after 

giving public notice under (8) o f  this subsection, to provide the com m ittee a review o f  

the comm issioner's preliminary findings and determination on the royalty reduction 

application and administrative process; if  the Legislative Budget and Audit 

Com m ittee accepts the com m issioner's offer, the com m ittee shall give notice o f  the 

comm ittee's meeting to all m em bers o f  the legislature;

(10) shall make copies o f  the preliminary findings and determination

available to

(A) the presiding officer o f  each house o f  the legislature;

(B) the chairs o f  the legislature's standing com m ittees on

resources; and

(C) the chairs o f  the legislature's special com m ittees on oil and

gas, if any;

HB2 IMH« -9- SCSCSHB 2001 (FINMm
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(11) shall, within 30 days after the close o f  the public com m ent period 

under (8) o f  this subsection,

(A) prepare a summ ary o f  the public response to the

com m issioner's preliminary findings and determination:

(B) make a final findings and determination; the

com m issioner's final findings and determination prepared under this 

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

court;

(C) transmit a copy o f  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 comm issioner's final decision; and

(E) make copies o f  the final findings and determination 

available to each person who submitted comm ent under (8) o f  this subsection 

and who has filed a request for the copies;

(12) is not limited by the provisions o f  AS 38 .05 .134(3) or (0 o f  this

section in the com m issioner's determination under this subsection.

* Sec. 9. AS 38.05.275(c) is amended to read:

(c) Subsection (b) o f  this section may not be construed to limit the director in 

the exercise o f  authority granted by A S  38.05.035(a)( 11) [AS 38.05.035(a)(12)].

* Sec. 10. AS 39.25.110 is amended by adding a new paragraph to read:

(42) oil and gas auditor masters employed in a professional capacity 

by the Department o f  Revenue and the Department o f  Natural Resources to collect oil 

and gas revenue by developing policy, etwduciionconducting studies, drafting

proposed regulations, enforcing regulations, and directing audits by oil and gas

revenue auditors.

* Sec. 11. AS 41 .09 .01» d) is amended to read:

(d) Data derived from drilling a stratigraphic test well or exploratory well that 

is provided to the com m issioner under (c)(3) o f  this section shall be kept confidential 

for 24 months after receipt by the com m issioner unless the owner o f  the weli gives 

written permission to the state to release the well data at an earlier date, and,

SCS.CSHB 200I(FIN)-*h» -10-
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notwithstanding AS 31.05.035(c), confidentiality may not be extended beyond 24 

months. The provisions o f  A S  38.05.035(a)(8)(C) (AS 38.05.035(a)(9)(C)] apply to 

other data provided to the com m issioner under (c)(3) o f  this section, except that the 

comm issioner, under appropriate confidentiality provisions and without preference or 

discrimination, may display to all interested third parties, but may not distribute or 

tiansfer in hard copy or electronic form, those data with respect to all land if  the 

com m issioner determ ines that the limited disclosure is necessary to further the 

interest o f  the state in evaluating or developing its land.

* Sec. 12. AS 42:4 >43.05.230(a) is amended bw addm g a new section to read:

S e e .— 12 .4 5 .0 4 5 . A p p r o p rm tH m s f o r  th e  low — in c o m e  - h e n fm g -  e n e rg y
assistance p ro g ra m . rat By february  I each year, the Department o f  Revenue -shah

greater--than zero, ll tlte state received an am ount-of mertev -because the-price- index

the leg islature o f  that-amtnun-.

QCi u> in I “f * I HI IT.

tc h  -Noth ing in th is s e c tion re<.|u irev-that-inone> l>e appropriated- or cre ates-a

fd-)— hot—purposes ,>f th is section, "low  inctanc hea ting e nergy assistance  

program - m eans the program -crea ted -bv-7—VAf  I I .0 10 to im plement-the federal 

how-1 ncotn --Hom e l .nerg) Assistance—\c t o f  I MX I . as-amended (■12-t-rS .f-  80 2 1 e t

c -1. 1 t>CCf. f.

(a) It is unlawful for a current or former officer, employee, or aucnt o f  the 

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

or return made under this title, except

( I ) in connection with official investitiations or proceedings o f  the 

department, whether judicial or administrative, involving taxes due under this title:

-11- SCS.CSHB 2001(FIN)-*hh
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(2) in connection with official investigations or proceedings o f  the 

child support enforcement agency, w nether 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 o f  the 

Department o f  Natural Resources:

(4) as pro\ ided in AS 43.05.405 - 43.05.499; and

(5) as otherwise provided in this section or AS 43.55.890.

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

(h) The com m issioner shall, upon request, furnish to the Department o f  

Natural Resources copies o f  tax returns, reports, and other documents filed under 

AS 43.55 or AS 43.65, and the Department o f  Revenue's determ inations and 

workpapers under those chapters. The Department o f  Natural Resources shall 

m aintain the confidentiality that the Department o f  Revenue is required to extend to 

the returns, reports, documents, determ inations, and workpapers furnished to the 

Department o f  Natural Resources under this subsection.

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

(a) Except as provided in (c) o f  this section, [AND] AS 43.2?.200(b). and 

AS 43.55.075. the amount o f  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 o f  the applicable 

[THREE-YEAR] period, proceedings may not be instituted in court for the collection 

o f  the tax.

* Sec. 15. AS 43.55 .011(e) is repealed and reenacted to read:

(e) There is levied on the producer o f  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 exem pt from taxation or constitutes a 

landowner's royalty interest. Except as otherwise provided under (0 . (j). fk4-and  (ok) 

o f  this section, the tax is equal to the sum -ef

<44—tbt^production tax value o f  the taxable oil and gas as calculated

SCSCSHB200I(FIN)4«h -12-
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ca lcu latcd rate determined under (g) o f  this section.

* Sec. 16. AS 43.55.0! 1(0 is amended to read:

(0  The levy o f  tax under this section for (ON A PRODUCER OF] oil and gas 

produced from -leases-ru^ im tp e r ties th at inc lude  hHHUnorth o f  68 degrees North 

latitude, other than oil and gas p roduction  subject to (i) o f this section und g as  

sub jee t trH**l o f  litis  sw tHw . may not be less than

( 1) four percent o f  the gross value at the point o f  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 more than $25;

(2) three percent o f  the gross value at the point o f  production when the 

average price per barrel for Alaska North Slope crude oil for sale on the United States 

W est Coast during the calendar year for which the tax is due is over $20 but not over 

$25;

(3) two percent o f  the gross value at the point o f  production when the 

average price per barrel for Alaska North Slope crude oil for sale on the United States 

W est Coast during the calendar year for which the tax is due is over $17.50 but not 

over $20;

(4) one percent o f  the gross value at the point o f  production when the 

average price per barrel for Alaska North Slope crude oil for sale on the United States 

W est Coast during the calendar year for which the tax is due is over $15 but not over 

$17.50; or

(5) zero percent o f  the gross value at the point o f  production when the 

average price per barrel for Alaska North Slope crude oil for sale on the United States 

W est 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:

(-£-► ■ e a eh--m o n th  T o r  w h ic h - t h e - p r i c e u n d e .x d e te rm ine d -u n d e r  - fb H -T - th ls

^ect-ion -h r-a r e a le r  th a n  z c ro r - th e -a m o u n t -o f  ta x  Id r - p u rp o aex o l~-toH = -t-o l ' t h is a c t io n  is

mont hly— product it w —tax— value— a.— calcula ted— in-—the— manne r— described— m 

AS 43 .55 .I htt< a4 a nd-fbf. except that the-gross value-at the point o f production lor the 

month is substituted lor the gross va lue at the point o f productum -lo r-tho ca lendar
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-c-xpe mlHufes for th<?~calemlar vettr 4*

substituted  tW  the applicab le adjusted lease ex femlhw esdW the calendar y e a r  (2) the

h'

the prouressivhv-um-rate lor the-wuudh- I he procressivitv tax-fate for ti month is Oh?

producf-of-bd-pe rcent m ulHftltetM>y-Ahe-{U4ce--imlev4df--the-momb- determ ined under 

fbf-of this setH4oBr-e\eept-4bat- the proeressivhv -tax-fate h a - a rmmth-m av-nol e xceed 

25 percent. Notwithstanding any contrary provision o f AS 43.55.1-50. Idr-purpeses o f

costs of-transportaBon tor the calendar year.

* See. 18. AS 43;53.<M4t-bH x repea led and reenacted to r-eatk

fh-t— fo r  purpose-, o f  (e> o f  th t-. secBom-Ahe-price inde x tor a m onth--is 

eakadated by sub tracting 30 from-th e num ber tbat-fs-equal-to-the-totaf-nfthe m onthly 

production tax values.-as calculated under-fe) of- this section; o f  the taxable oil ami

m onthi-divideddyv the total amount-of-taxahle o il am i g. 

from a ll leases and properties in - thv state—during that m onth. -ii

less than

* Sec. l 9 ;- (u) The tax rate applied to the monthly production tax value o f 

oil and t»as under (e) o f  this section for each month o f  the calendar vear 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 cuuivalent barrel is more than

( 1) S3U but not more than $50. 0.6 percent multiplied h\ the number 

that represents the difference between the average production tax value for each BTU 

equivalent barrel o f  the taxable oil and eas lor that month and $30:

(2) $50 but not more than $70. the sum o f  12 percent and the product 

o f  0.5 percent multiplied bv the num ber that represents the difference between the 

averaue production tax value for each BTU equivalent barrel o f  the taxable oil and 

ttas for that month and $50;
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(3) $70 but not more than $90. the sum o f  22 percent and the product 

o f  0.35 percent m ultiplied bv the num ber that represents the difference between the 

average production tax value for each BTL1 equivalent barrel o f  the taxable oil and 

gas for that month and $70:

$90. the sum o f  29 percent and the product o f  0.1 percent 

mult,plied b\ the num ber that represents the difference between the average 

production tax value for each BTU equivalent barrel o f  the taxable oil and gas for that 

month and $90. except that the sum determ ined under this paragraph m a\ not exceed 

50 percent, ani, the total tax rate under this suhsectiou ina\ not exceed 75 percent.

* Sec. 18. AS 43.55.01 l(j) is amended to read:

(j) For a calendar year before 2022, the [TOTAL] tax levied by (e) [AND (g)] 

o f  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 com m enced commercial 

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

amount o f  taxable gas produced during the calendar year from the lease or property, 

tim es (B) the average rate o f  tax that was imposed under this chapter for [ON] 

taxable gas produced from the lease or property for the 12-month period ending on 

M arch 31. 2006, times (C) the quotient obtained by dividing the total gross value at 

the point o f  production o f  the taxable gas produced from the lease or property during 

the 12-month period ending on March 3 1, 2006, by the total amount o f  that gas:

(2) for a lease or property that first comm ences commercial 

production o f  gas after M arch 31. 2006, the product obtained by multiplying (A) the 

amount o f  taxable gas produced during the calendar year from the lease or property, 

times (B) the average rate o f  tax that was imposed under this chapter 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 for the 12-month period ending 

March 31. 2006. as determined by the departm ent under AS 43.55.020(f).

* Sec. 2tM 9. AS 43 .55 .011 (k) is amended to read:

(k) For a calendar year before 2022, the [TOTAL] tax levied by (e) [AND
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(g)] o f  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 o f  oil before April I. 2006, the product obtained by m ultiplying (A) the 

amount o f  taxable oil produced during the calendar year from the lease or property, 

times (B) the average rate o f  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 o f  production o f  the taxable oil produced from the lease o r property during

the 12-month period ending on March 3 1, 2006, by the total amount o f  that oil;

(2) for a lease or property that first comm ences commercial

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

amount o f  taxable oil produced during the calendar year from the lease or property, 

times (B) the average rate o f  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 determ ined by the department under AS 43.55.020(0.

* Sec. 2420. AS 43.55.01 l(m ) is atwnded-u*-readrcpealcd and reenacted:

fro*-----

AS l l .09 .Uf44,— \S-43.-24J;043r AS 13.55.021. -or- -14 -tux— eredtK - unde r

A Jv 4 X 4 t4 4 4 W < 4 h -A S -4 4 4 * 9 A m c A S  4 V 2 +*.04 A - - W 4 .v 5 5 .0 2 4 . and 4 45>4»2>-tbal are 

udotnted-te-eu^ prudueed-frotn- iea-te-. ur properties in the Ct*>k- dbe t-sediTOentarv 

basin and that are available tu be-applied against a tax levied by <e) oftbivsectaut for

during a-valendaf-yeaf-tnay be applied-only against the ta\-fevied4>v <e> of-tbd  section 

fo r -B AM -thm eas . I he amrotnt-bv- vvlnvb-the-aonntnd»4-tux-eredits tbal are allocated 

kv gas produeed-fforo leases -or properties in the Cook Inlet sedimentary basin and that

anutlier-fVfst+n exceeds-tbe-anu>unt- e4 ta \ credits whose-apptication would reduce-dte 

tuxdevied-bv let <4- this section for | (-dv|-tba*-eas-te>-zero. it1 any-. -is-eunsidered-dte
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am ouoH tf e xcess-tax-efeditsT ami the excess tax c fed tm ure subjec t to the  follo w ing:

ttvtal-calculated intdert 2 * o f th is subsect iom-bta-not to  lesrs-than Venn

(4-> any am ount ot excess lax credits -rehkhhing-afte r-rcduct ion ■ unde r -fd-Hd-' 

(m) Notwithstanding anv contrar\ provision o f  AS 38.05.l80(i). AS 41.09.010. 

AS 43.55.024. or 43.55.025. the department shall provide bv regulation a method to 

ensure that for a calendar year for which a producer's tax liability is limited bv 

AS 43.55.01 Hi) or (k). (ax credits otherwise available under AS 38 .05 .180(i). 

AS 41.09.010. AS 43.55.024. or 43.55.025 and allocated to oil or eas subject to the 

limitations in AS 43.55.01 l(i) and (k) are accounted for as though the credits had 

been app lied first against a tax liability ca lculated without regard to the lim itations 

under AS 43 .55 .011(i ) and (k ) so as to reduce the tax liabilit\ to the maximum 

amount provided for under AS 43 .55 .011 ( i ) tor the production o f  gas or 

AS 43.55.01 l (kl  for the production o f  oil. The regulation must provide for a 

reasonable method to allocate tax credits to oil or gas subject to AS 43.55.01 l(i) and 

(k). Only the amount o f  a tax credit remaining after the accountinu pro\ ided for under 

this subsection may be used for a later calendar year, transferred to another person, or 

applied against a tax levied for |< 4 \ | oil or gas produced Irom -a-lease o r property 

located anywhere—in th e -s ta te on the production o f  oil or tzas not subject to

(-24- -dudI calculate the- ttHal-of-the fedocthms-eaUndated

under 111 o f  this subsection lo r  all affected leases of properties:

(54 -tfte-prt<ducer -.ball-rednee t be

AS 43 .55 .011(i) or (k) to the extent otherwise

* Sec. 22. A-S 43 .55 .011 is amended bv adding a new subsection to  read:
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t i i ['U I « H* 1 Hi 111 t.i.tt <\lttr rTti Cttvrt T tUcttv ICtt tM

gas-that 4-t determined under < j>t3-> o f dm  section.

321. A S  43.55.020(a) is repealed and reenacted to read:

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

shall pay the tax as follows:

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

A S  43.55.011(e) -  Fuand (i). net o f any tax credits applied as allowed by law, is due 

for each month o f the calendar year on the last day o f the following month; except as 

otherwise provided under (2) o f this subsection, the amount o f the installment

payment is the sum o f the following amounts, less 1/12 o f the tax credits that are

allowed by law to be applied against the tax levied by A S  43.55.011(e) -{gandjj) for 

the calendar year, but the amount o f the installment payment may not be less than 

zero:

(A ) for oil and gas produced from leases or properties in the 

state outside the Cook Inlet sedimentary basin or— not subject -to  

A S  43.55.011 to >. other than leases or properties subject to AS  43.55.011(f). 

the greater o f

(i) zero; or

(ii) the suw-ob^22.5 percent and--the po^u'tfssurity ttr\

obtained by subtracting 1/12 o f the producer's adjusted lease

expenditures for the calendar year o f production under AS  43.55.165 

and 43.55.170 that are deductible for the leases or properties under 

A S  43.55.160 from the gross value at the point o f production o f 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 A S  43.55.011(f). the greatest o f

(i) zero:

(ii) zero percent, one percent, two percent, three 

percent, or four percent, as applicable, o f the gross value at the point o f

SCS CSH B 2001(FIN ) ihh -18-
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production o f the oil and gas produced from thoseall leases or 

properties during the month for which the installment payment is 

calculated; or

obtained by subtracting 1/12 o f the producer's adjusted lease 

expenditures for the calendar year o f production under AS  43.55.165 

and 43.55.170 that are deductible for those leases or properties under 

A S  43.55.160 from the gross value at the point o f production o f the oil 

and gas produced from those leases or properties during the month for 

which the installment payment is calculated;

(C) for oil and gas produced from each lease or property 

subject to A S  43.55.01 Uj-t.) or (k), o*HoMhe greater o f

(i) zero: or

(ii) the sum-of-222.5 percent and the progress*vitv-ta\ 

rate calculated-under AS  43-v M -H4(a ) multiplied bv o f the remainder 

obtained by subtracting 1/12 o f the producer's adjusted lease 

expenditures for the calendar year o f production under A S  43.55.165 

and 43.55.170 that are deductible under A S  43.55.160 for oil or gas. 

respectively, produced from the lease or property from the gross value 

at the point o f production o f the oil or gas. respectively , produced from 

the lease or property during the month for which the installment 

payment is calculated;

(2) an amount calculated under (1 )(C) o f this subsection for oil or gas 

produced from a lease or property subject to A S  43.55.01 l(j)r-fh+ or (ok) may not 

exceed the product obtained by carrying out the calculation set out in 

A S 43.55.01 l(j)(I) or (2) or 43.55.01 l(o), as applicable, for gas or set out in 

A S  43.55.01 l(k)(l) or (2), as applicable, for oil. but substituting in 

A S  43.55.01 l(j)( I )(A )  or (2 )(A) or 43.55.01 Mo), as applicable, the amount o f taxable 

gas produced during the month for the amount o f taxable gas produced during the 

calendar year and substituting in A S  43.55.011 (k)( 1)(A ) or (2)(A). as applicable, the

-19- SCS_CSHB200l(FIN)-tHH
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amount o f taxable oil produced during the month for the amount o f taxable oil 

produced during the calendar year;

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

A S  43.55.01 l(i) for each lease or property is due for each month o f the calendar year 

on the last day o f the following month; the amount o f the installment payment is the 

sum o f

(A ) the applicable tax rate for oil provided under

A S  43.55.01 l(i). multiplied by the gross value at the point o f production o f 

the oil taxable under A S  43.f 5.01 l(i) and produced from the lease or property 

during the month; and

(B) the applicable tax rate for gas provided under

A S  43.55.01 l(i), multiplied by the gross value at the point o f production o f 

the gas taxable under A S  43.55.01 l(i) and produced from the lease or property 

during the month;

(4) any amount o f tax levied by A S  43.55.011(e) -  (i). net o f any

credits applied as allov.ed by law, that exceeds the total o f the amounts due as

installment payments o f estimated tax is due on March 31 o f the year following the 

calendar year o f production.

* Sec. 2-T.22. A S  43.55.020(g) is amended to read:

(g) Notwithstanding any contrary provision o f A S  43.05.225, an unpaid 

amount o f an installment payment required under (a)(1) - (3) [(a)(1) - (4)] o f 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 31 following the calendar year of production [DESCRIBED  IN 

A S  43.55.030(a)], and (2) as provided for a delinquent tax under A S  43.05.225 after 

that March 31. Interest accrued under (1) o f this subsection that remains unpaid afte>- 

that March 31 is treated as an addition to tax that bears interest under (2) o f this 

subsection. An  unpaid amount o f tax due under (a)(4) [(a)(5)] o f this section that is 

not paid when due bears interest as provided for a delinquent tax under A S  43.05.225.

* Sec. 2>-.23. A S  43.55.020(h) is amended to read:

SC SC SH B  200I(FIN) t«w -20-
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(h) Notwithstanding any contrary provision o f A S  43.05.280,

( 1) an overpayment o f an installment payment required under (a M I)  -

(3) [(a)(1) - (4)J o f this section hears interest at the rate provided for an overpayment 

under 26 U.S.C. 6621 (Internal Revenue Code), as amended, compounded daily, from 

the later o f the date the installment payment is due or the date the overpayment is 

made, until the earlier o f

(A ) the date it is refunded or is applied to an underpayment^ [.]

or

(B) [THE] March 31 following the calendar year of 

production [DESCRIBED  IN A S  43.55.030(a)];

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

respect to an overpayment is allowed only on any net overpayment o f the payments 

required under (a) o f this section that remains after the later o f [THE] March 31 

following the calendar year of production [DESCRIBED  IN A S  43.55.030(a)] or 

the date that the statement required under A S  43.55.030(a) is filed;

(3) interest is allowed under (2) o f this subsection only from a date 

that is 90 days after the later o f [THE] March 31 following the calendar year of 

production [DESCR IBED  IN AS  43.55.030(a)] or the date that the statement 

required under A S  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) o f this subsection is paid at the rate and 

in the manner provided in A S  43.05.225( 1).

* Sec. 2624. AS  43.55.023(a) is amended to read:

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

expenditure as follows:

(I) notwithstanding that a quali.ied capital expenditure ma\ be a 

deductible lease expenditure for purposes o f calculating the production tax value o f 

oil and gas under A S  43.55.160(a). unless a credit for that expenditure is taken under 

AS  38.05.180(i). A S  41.09.010. AS  43.20.043. or AS  43.55.025. a producer or 

explorer that incurs a qualified capital expenditure mav also elect to apply [TAKE1 a 

tax credit attains! a tax levied bv I DUE! U N D E R I A S  43.55.011(e) in the amount of

mmaL.TTiTsTHTTT -2 1- SC SC SH B  2001(F IN )hh»
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20 percent o f that expenditure: however, not more than half of the tax credit mav 

be applied for a single calendar year;

(2) a producer or explorer mas lake a credit for a qualified capital 

expenditure incurred in connection with ueolouieal or ueoplnsical exploration or in 

connection with an exploration well only if the producer or explorer fPROV IDES TO  

TH E  D E P A R T M E N T . AS  P A R T  01 TH E  S T A T E M E N T  R EQ U IR ED  U N D ER  

AS  43.55.030(a) 1 OR TH E  C A L E N D A R  Y E A R  FO R  W H IC H  TH E  C R E D IT  IS 

S O U G H T  T O  Bl- T A K E N . TH E  PR O D UCER 'S  OR EXP LO R ER 'S  W R IT T E N  

A G R E E M E N T !

(A) agrees, in writing, to the applicable provisions ol 

AS 43.55.025(13(2) [TO N O T IF Y  T H E  D E P A R T M E N T  O F  N A T U R A L  

R ESO U R C ES . B EFO R E  T H E  L A T E R  O l 30 D A Y S  A F T E R  

C O M P L E T IO N  O F  T H E  G E O L O G IC A L  OR G E O P H Y S IC A L  D A T A  

PR O CESS IN G  O R  C O M  PI E T IO N  O l T H E  W E IL .  OR  30 P A Y S  A L T E R  

H IE  S T A T E M E N T  IS F ILED . O l T H E  D A T E  O l C O M P L E T IO N  A N D  TO  

S U B M IT  A  REPORT TO  T H A T  D E P A R T M E N T  D ESC R IB IN G  TH E  

PR O CESS ING  S E Q U E N C E  A N D  P R O V ID E  A  L IST  O F D A T A  SETS 

A V A H  AB I.E I:

(B) submits I I P  PROV1DE1 to the Department o f Natural 

Resources all data that would be required to be submitted under 

AS 43.55.025(f)(2) I. W IT H IN  30 D A Y S  A F T E R  T H E  D A T E  O F A  

R EQ U EST . SPEC IFIC  D M A  SETS. A N C IL L A R Y  D A T A . A N D  

REPORTS ID E N T IF IE D  IN (A) O F TH IS  P A R A G R A P H  I:

(3) a *ax credit for a qualified capital expenditure to explore for, 

develop, or produce oil or gas deposits subject to AS 43.55.011(f) mav not be 

applied against a tax for oil or gas produced from a lease or property not subject 

to AS 43.55.011(f)

1(C) T H A T . N O T W IT H S T A N D IN G  A N Y  PR O V IS IO N  O f 

AS  38. T H E  D E P A R T M E N T  O F N A T U R A L  R ESO U R C ES  S H A L L  H O LD

C O N F ID E N T IA L T H E IN F O R M A T IO N  PR O V ID ED TO T H A T

D E P A R T M E N T U N D E R TH IS  P A R A G R A P H  FOR 10 Y E A R S

SC SC SH B200 1(F IN ) wo -22-
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F O L L O W IN G  1 HE C O M P L FT IO N  D A T E . A F T E R  W H IC H  TH E  

DTP A H TM L -NT  S H A L L  P U B L IC L Y  R E L E A S E  TH E  IN F O R M A T IO N  

A F T L R  30 D A Y S ' PUBLIC  N O T IC E I.

* Sec. 25. A S  43.55.023(b) is amended to read:

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

2̂ 22.5 [20] percent o f a carried-forward annual loss. A  credit under this subsection 

may be applied against a tax levied bv [DUE UNDER] A S  43.55.011(e). For 

purposes o f this subsection, a carried-forward annual loss is the amount o f a 

producer's or explorer's adjusted lease expenditures under AS  43.55. lo5 and 

43.55.170 for a previous calendar year that was not deductible in calculating 

production tax values for that calendar year under AS 43.55.160 [AS 43.55.160(b) 

A N D  (e)J.

* Sec. 26. A S  43.55.023(d) is amended to read:

(d) Except as limited bv (i) o f this section, a person that is entitled to take 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 mas appls to the department for |A |  transferable lax credit certificates 

|C  R I II- 1C'A T E I. An application under this subsection must be in a form prescribed 

In the department and must include supposing information and documentation that 

the department reasonably requires. The department shall grant or dein an 

application, or grant an application as to a lesser amount than that claimed and dens it 

as to the excess, not later than 120 1601 davs after the latest o f ( I ) March 31 o f the 

sear following the calendar vcar in sshich the qualified capital expenditure or carried- 

forward annual loss for which the credit is claimed was incurred: (2) [IF TH E  

AP P 1 .IC AM  IS R E Q U IR ED  U N D E R  AS  43.55.030(a) T O  F ILE  A  S T A T E M E N T  

O N  OR B EFO R E  M A R C H  31 O F  T H E  Y E A R  F O L L O W IN G  TH E  C A L E N D A R  

Y E A R  IN W H IC H  TH E  Q U A L IF IE D  C A P IT A L  E X P E N D IT U R E S  OR  C A R R IE D - 

FO R W A R D  A N N U A L  LOSS FOR W H IC H  T H E  C R E D IT  IS C L A IM E D  W A S  

INCURRED .] the date the statement required under AS  43.55.030(a) or (e) ssas 

tiled for the calendar year in which the qualified capital expenditure or carried- 

forward annual loss for which the credit is claimed was incurred: or (3) the date

-23- SC SC SH B  2001(F IN )hhh
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the application was received bv 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 IA I transferable tax credit 

certificates, each IC H R T IF IC A T F I for half of the amount o f the credit. The credit 

shown on one of the two certificates is available for immediate use. The credit 

show n on the second of the two certificates mav not he applied against a tax for a 

calendar year earlier than the calendar year following the calendar year in 

which the certificate is issued, and the certificate must contain a conspicuous 

statement to that effect. A  certificate issued under this subsection does not expire.

* Sec. 27. AS  43.55.023(c) is amended to read:

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

o f this section mav transfer the certificate to another person, and a transferee mav 

further transfer the certificate. Subject to the limitations set out in (a) - (d) 1(a) - (e)l 

o f this section, and notwithstanding anv action the department mav take with respect 

to the applicant under (g) o f this section, the owner of a certificate mav apply the 

credit or a portion o f the credit shown on the certificate onlv auainsl a tax levied bv 

|D U F  UNDFR1 A S  43.55.011(e). However, a credit shown on a transferable tax 

credit certificate mav not be applied to reduce u transferee's total tax liability ID l 1.1 

under A S  43.55.011(e) for I O N  I oil and uas produced during a calendar vear to less 

than 80 percent o f the tax that would otherwise be due \ ithout applvine that credit. 

Anv portion o f a credit not used under this subsection mav be applied in a later 

period.

* Sec. 28. A S  43.55.023(i) is amended to read:

(i) For the purposes o f this section.

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

the sum o f 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 after March 31, 2006. less the sum o f the payments or credits the producer or 

explorer received before April 1. 2006. for the sale or other transfer o f assets, 

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

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

SC SC SH B  2001(FIN )*hh -24-
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before April I, 2006, that would be qualified capital expenditures, if they were 

incurred after March 31, 2006;

(2) a producer or explorer that did not have commercial production 

of oil or gas from a lease or property in the state before damHtfvApril 1. 

20082006. may elect to take a tax credit against a tax levied bv [DUE UNDER] 

A S  43.55.011(e) in the amount o f 20 percent o f the producer's or explorer's 

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

exceed 1/10 o f the producer's or explorer's qualified capital expenditures that wereare 

incurred 2000. and befm v damraFvT. 2008 -1 -\K 1— fNCT-RR I.I)

D U R ING  11 IE C A I .LN49AR-VT-VR4-O R  W H ICH  TUT- C  RTUTI 4N-1 -VU I-N kl urine 

the calendar year for which the credit is taken:

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

investment expenditure

(A) for any calendar year after [THE L A T E R  O F

(i)] 2013: [OR

(ii) T H E  S IX TH  C A L E N D A R  Y E A R  A F T E R  TH E  

C A L E N D A R  Y E A R  FOR W H IC H  TH E  PR O D U C ER  FIRST 

APPLIES  A  C R E D IT  U N D E R  TH IS  S U B S E C T IO N  A G A IN S T  A  

T A X  D U E  U N D E R  A S  43.55.011(e). IF T H E  PR O D U C ER  D ID  N O T  

H A V E  C O M M E R C IA L  P R O D U C T IO N  O F  O IL  O R  G A S  FR O M  A  

L E A S E  OR  PR O P ER TY  IN T H E  S T A T E  B EFO R E  AP R IL  I, 2006:]

(B) more than once; or

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

A S  38.05.180(i), A S  41.09.010. A S  43.20.043. or A S  43.55.025:

(4) notwithstanding (d). (e). and (g) o f 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. 2829. A S  43.55.023 is amended by adding a new subsection to read:

tr a n s fe re e  u n d e r  (e> o f  th is -s e c t io n a nd  s u b je c t to  a p p r o p r iaHt a t rr-w ad e  h> la w . i f  a n d  

to  th e e x te n t th a t pu re-lta s e - r> f-t r a n s fe ra b le t a x - c r e d i t s - h v  th e  A la s k a  R e t i re m e n t
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