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

appropriate monthly share of the producer's costs of transportation for the calendar

year."

Renumber the following bill sections accordingly.

Page 39, line 10:
Delete @ [AN ANNUAL]"

Insert "an annual”

Page 47, line 23:
Delete "43.55.160(c),"

Page 47, line 29:
Delete "sec. 55"

Insert "sec. 56"

Page 47, line 30:
Delete "49 - 60"

Insert "49-61"

Page 49, line 15:
Delete "sec. 55"

Insert "sec. 56"

Page 49, line 16:
Delete "sec. 68"

Insert "sec. 69"

Page 49, line 17:
Delete "49 - 54, 56 - 60"
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Insert "49-55,57-61"

Delete "sec. 55"

Insert "sec. 56"

Page 49, line 18:
Delete "sec, 68"

Insert "sec. 69"

Page 49, line 27:
Delete "49 - 60"

Insert "49-61"

Page 49, line 29:
Delete "sec. 55"

Insert "sec. 56"

Page 50, line 17:
Delete "sec. 55"

Insert "sec. 56"

Page 50, line 19:
Delete "49 - 60"

Insert "49-61"

Page 50, line 22:
Delete "sec. 69"

Insert "sec. 70"

25-GHO014\F.21



11/15/07
AMENDMENT * ©
OFFERED IN THE SENATE BY SENATOR STEDMAN

TO: SCS CSHB 2001 (FIN)

Page 14, line 10:

Delete “oil or”

Page 14, line 16:

Delete “oil or”

Page 14, lines 16-17:

Delete “and (k)”

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

Insert “The department shall adopt regulations governing the use of tax credits
under AS 43.55 for a calendar year for which the applicable tax credit provisions of AS

43.55 differ as between parts ofthe year as a result of the retroactive application ofa

provision of this Act.”
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AMENDMENT $£

OFFERED IN THE SENATE

TO: SCS CSHB 2001 (FIN)

Page 47, line 25:

Delete all material.

Renumber the following bill sections accordingly.
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Luckhaupt/Bullock

, 11/15/07
&sLI48 d
AMENDMENT N 7 [
OFFERED IN THE SENATE BY SENATOR WIELECHOWSKI
TO: SCS CSHB 2001 (FIN)
0 vjl& iV r

Page 1, line 6, following "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, following "payment™
Insert "under AS 43.55.028"

Page 20, following line 30:
Insert a new bill section to read:
"* Sec. 28. AS 43.55.023(g) is amended to read:
(g) The issuance of a transferrble tax credit certificate under (d) of this section
or the purchase of a certificate [ISSUANCE OF A CASH REFUND] under
AS 43.55.028 [(f) OF THIS SECTION] does not limit the department's ability to later
audit a tax credit claim to which the certificate relates or to adjust the claim if the

department determines, as a result of the audit, that the applicant was not entitled to
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1 the amount of the credit for which the certificate was issued. The tax liability of the
2 applicant under AS 43.55.011(e) and 43.55.017 - 43.55.180 is increased by the amount
3 of the credit that exceeds that to which the applicant was entitled, or the applicant's
4 available valid outstanding credits applicable against the tax levied by
5 AS 43.55.011(e) are reduced by that amount. If the applicant's tax liability is increased
6 under this subsection, the increase bears interest under AS 43.05.225 from the date the
7 transferable tax credit certificate was issued. For purposes of this subsection, an
8 applicant that is an explorer is considered a producer subject to the tax levied by
9 AS 43.55.011(e)."

10

11 Renumber the following bill sections accordingly.

12

13 Page 29, following line 31:

14 Insert a new bill section to read:

15 "* Sec. 44. AS 43.55 is amended 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 of the state. The purpose of the fund is to purchase certain transferable tax credit
19 certificates issued under AS 43.55.023 and certain production tax credit certificates

20 issued under AS 43.55.025.

21 (b) The oil and gas tax credit fund consists of

22 (1) money appropriated tothe fund, including any appropriation of the

23 percentage provided under (c) of this section of all revenue from taxes levied by

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

25 fund established in art. X, sec. 17(a), Constitution of the State of Alaska; and

26 (2) earnings on the fund.

27 (c) The applicable percentage for a fiscal year under (b)(1) of this section is

28 determined with reference to the average price or value forecast by the department for

29 Alaska North Slope oil sold or otherwise disposed of on the United States West Coast
30 during the fiscal year for which the appropriation of revenue from taxes levied by
31 AS 43.55.011 is made. If that forecast is
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(1) $60 a barrel or higher, the applicable percentage is 10 percent;

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

(d) The department shall manage the fund.

(e) The department, on the written application of the person to whom a
transferable tax credit certificate has been issued under AS 43.55.023(d) or a
production tax credit certificate has been issued under AS 43.55.025(f), may use
available money in the oil and gas tax credit fund to purchase, in whole or in part, the
certificate if the department finds that

(1) the calendar year of the purchase is not earlier than the first
calendar year for which the credit shown on the certificate would otherwise be allowed
to be applied against a tax;

(2) within 24 months after applying for the transferable tax credit
certificate or filing a claim for the production tax credit certificate, the applicant
incurred a qualified capital expenditure or was the successful bidder on a bid
submitted for a lease on state land under AS 38.05.180(0;

(3) the amount expended for the purchase would not exceed the total of
qualified capital expenditures and successful bids described in (2) of this subsection
that have not been the subject of a finding made under this paragraph for purposes ofa
previous purchase of a certificate;

(4) the applicant does not have an outstanding liability to the state for
unpaid delinquent taxes under this title;

(5) the applicant's total tax liability under AS 43.55.011(e), after
application of all available tax credits, for the calendar year in which the application is
made is zero;

(6) the applicant's average daily production of oil and gas taxable
under AS 43.55.011(e) during the calendar year preceding the calendar year in which
the application is made was not more than 50,000 BTU equivalent barrels; and

(7) the purchase is consistent with this section and regulations adopted
under this section.

(f) Money in the fund remaining at the end of a fiscal year does not lapse and

remains available for expenditure in successive fiscal years.
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() The department may adopt reguluiions to cany out the purposes of this
section, including standards and procedures toallocateavailable money among
applications for purchases the total amountof which exceeds theamountof available
money in the fund.

(h) Nothing in this section creates a dedicated fund.

(i) In this section, "qualified capital expenditure” has the meaning given in

AS 43.55.023."

Renumber the following bill sections accordingly.

Page 47, following line 24:

Insert a new bill section to read:

"* Sec. 63. AS 43.55.023(0 is repealed."

Renumber the following bill sections accordingly.

Page 47, line 29:

Delete "sec. 55"

Insert "sec. 57"

Page 47, line 30:

Delete "29 - 42, and 49 - 60"
Insert "30-43, and 51-62"

Page 48, line 1

Delete "Sections 43 and 45"

Insert "Sections 45 and 47"

Page 48, line 2:

Delete "sec. 43"



10
11

12
13
14
15
16
17
18
19
20
21

22
23

24
25
26
27
28
29
30
31

Page 48, line 3:
Delete "sec. 45"
Insert "sec. 47"
Delete "secs. 43 and 45"

Insert "secs. 45 and47"

Page 48, line 5:
Delete "Sections 34 - 37, 39, and 41"

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

Page 48, line 8:
Delete "sec. 47"

Insert "sec. 49"

Page 48, line 10:
Delete "47"

Insert 49"

Page 48, line 12:
Delete "sec. 44"in both places

Insert "sec. 46" inboth places

Page 48, line 15:
Delete "sec. 46"

Insert "sec. 48"

Page 48, line 16:
Delete "sec. 46"

Insert "sec. 48"

25-GHO014\F.7
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Page 48, following line 16:
Insert a new subsection to read:
"(h) Ifan application made under AS 43.55.023(f) is received by the Department of

Revenue before January 1, 2008, and is still outstanding on that date, the application is

considered to be an application under AS 43.55.028, enacted by sec. 44 of this Act."
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Page 49, line 15:
Delete "sec. 55"

Insert "sec. 57"

Page 49, line 16:
Delete "sec. 68"

Insert "sec. 71"

Page 49, line 17:
Delete "29-42,49 -54, 56 - 60"

Insert "30 -43, 51 -56,58 -62"
Delete "sec. 55"

Insert “sec. 57"

Page 49, line 18:
Delete "sec. 68"

Insert "sec. 71"

Page 49, lines 26 - 27:
Delete "29 - 42,and 49 -60"

Insert "30-43, and 51 -62"

Page 49, line 29:
Delete "sec. 55"

Insert "sec. 57"
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Page 50, lines 15 - 16:
Delete "Sections 29 and 38"

Insert "Sections 30 and 39"

Page 50, line 17:
Delete "sec. 55"

Insert "sec. 57"

Page 50, line 19:
Delete "29 - 42, and 49 - 60"

Insert 30 *43, and 51 - 62"

Page 50, line 21:

Delete "Section 28 of this Act takes"

Insert "Sections 28,29, 44, and 63 ofthis Act take"

Page 50, line 22:
Delete "sec. 69"

Insert "sec. 72"

25-GHO014\F.7
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Cook/Bullock
11/15/07

TO: SCS CSHB 2001 (FIN)

Page 25, line 3: » >

Delete "spudding the well"

Insert "the well is spudded”

Page 25, line 8:

Delete "and"

Page 25, lines 9 -15:

Delete all material and insert:
"(ii) at the time of the submittal of information under (i)

of this subparagraph, the commissioner of natural resources may

request from the explorer that specific data sets, ancillary data, and
reports including all results, and copies of well data collected and data

analyses for the well be provided to the Department of Natural

Resources upon completion of the drilling; in this sub-subparagraph,
well data include all analyses conducted on physical material, and well
logs collected from the well and sample analyses; testing geophysical
and velocity data including vertical seismic profiles and check shot

surveys; testing data and analyses; age data; geochemical analyses; and

access to tangible material; and

(iii) the commissioner of natural resources must make
an affirmative determination as to whether the geological objective of

the well is a potential oil or gas trap that is distinctly separate from any
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trap that has been tested by a preexisting well and what information
under (ii) of this subparagraph must be submitted by the explorer after
completion, abandonment, or suspension under AS 31.05.030; the
commissioner of natural resources shall make that determination within
60 days after receiving all the necessary information from the explorer
based on the information received and on other information the

commissioner of natural resources considers relevant;"

Page 25, line 21, following "abandonment":

Insert "under AS 31.05.030"

Page 25, line 23:

Delete "adequately achieved"

Insert "was consistent with achieving"

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

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

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

with the requirements of this section;"

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

Delete all material and insert:

"(ii) well data include all analyses conducted on
physical material, and well logs collected from the well, results, and
copies of data collected and data analyses for the well, including
well logs; sample analyses: testing geophysical and velocity data
including seismic profiles and check shot surveys: testing data and

analyses: age data: geochemical analyses: and tangible material:"



25-GH0014VF.8
Kane/Bu!lock
U/15/07

amendment

OFFERED IN THE SENATE A . pind

TO: SCS CSHB 2001 (FIN) \"Ad

Page 33, line 31:
Delete "four"
Insert "six"

Delete "latest"



25-GH0014VF.6
Mischel/Bullock
11/15/07

AMENDMENT
A 'V
OFFERED IN THE SENATE BY SENATOR W JEtsenCW SK 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- m1, ?nn« [ARE

INCURRED DURING THE CALENDAR YEAR FOR WHICH THE CREDIT IS TAKEN]"
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Cook/Bullock
11/15/07

AMENDMENT

BY SENATOR FRENCHf

TO: SCS CSHB 2001 (FIN)

vi- %

Page 2, line 3:

2 Delete "sec. 68"

3 Insert "sec. 69"

4

5 Page 45, following line 5:

6 Inserta new bill section to read:

7 "*Sec. 57. AS 43.55.165 is amended by adding newsubsections to read:

8 (k) For purposes of AS 43.55.160, for a calendar year after 2006 and before
9 2010,a producer's total lease expenditures,beforeadjustment under AS 43.55.170,
10 that are applicable to oil and gas produced by the producer from all leases or
1 properties from which 1,000,000,000 BTU equivalent barrels of oil or gas have been
12 cumula vely produced by the close of 2006 and from which the average daily oil and
13 gas production during 2006 exceeded 100,000 BTU equivalent barrels as the unit
14 boundaries were defined on January 1, 2007, are determined rH er this subsection and
15 (/) of this section. Except as otherwise provided under (/) of this section, the
16 producer's total lease expenditures, other than qualified capital expenditures, (1) for
17 calendar year 2007, are equal to the product of 1.37 multiplied by the total lease
18 expenditures for calendar year 2006, other than qualified capital expenditures, that are
19 applicable to oil and gas produced by the producer from all leases or properties within
20 the unit, as reported on the producer's statement under AS 43.55.030(a) for calendar
21 year 2006, and (2) for a calendar year after 2007, are equal to the product of/1.03
22 multiplied by the total lease expenditures, other than qualified capital expenditures,
23 determined for the previous calendar year under this subsection. The producer's total
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lease expenditures for a calendar year after 2006 that are applicable to oil 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 incurred during
the calendar year that are applicable to that oil and gas plus the lease expenditures,
other than qualified capital expenditures, that are applicable to that oil and gas as
determined under this subsection and (/) of this section. If a producer whose lease
expenditures for 2006 are used to determine lease expenditures for a later calendar
year under this subsection transfers an interest in an affected lease or property to a
different producer or if the unit area of the applicable unit is changed from the area as
it existed on December 31, 2006, the transferee's lease expenditures applicable to oil
and gas produced by the transferee from the lease or property and a producer's lease
expenditures applicable to oil or gas produced from a lease or property within a unit
area as it existed on December 31, 2006, continue to be determined under this
subsection using those 2006 lease expenditures. In this subsection, "qualified capital
expenditures” has the meaning given in AS 43.55.023.

(/) If, after audit by the department of a producer's statement or amended
statement under AS 43.55.030(a) for calendar year 2006, the department finally
determines that the reported amount of total lease expenditures, other than qualified
capital expenditures, for calendar year 2006 applicable to oil and gas produced by the
producer from all leases or properties within a unit subject to (k) of this section
exceeds by more than 10 percent the actual amount of those lease expenditures, other
than qualified capital expenditures, the producer or transferee, as applicable, shall (1)
substitute the actual amount of those lease expenditures, other than qualified capital
expenditures, for purposes of the calculations set out in (k) of this section, and (2) file
amended statements for affected past tax periods within 60 days after the final

determination. The commissioner may adjust the deduction applicable under (k) of

this section on changes in unit boundaries."

Renumber the following bill sections accordingly.

Page 47, line 30:
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Delete "49-60"
Insert "49-61"

Page 49, line 16:
Delete "sec. 68"

Insert “sec. 69"

Page 49, line 17:
Delete "56 - 60"

Insert "56-61"

Page 49, line 18:
Delete "sec. 68"

Insert "sec. 69"

Page 49, line 27:
Delete "49 - 60"

Insert "49 - 61"

Page 50, line 19:
Delete "49 - 60"

Insert "49 - 61"

Page 50, line 22:
Delete "sec. 69"

Insert "sec. 70"

25-GHOOI4\F.18
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Cook/Bullock

11/15/07
AMENDMEN 1 A 2 A

OFFERED IN THE SENATE BY SENATOR FRENCH/ t (Th>\

TO: SCS CSHB 2001 (FIN) piy fy 0V
L
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) of this section, for purposes of this
chapter, a producer's lease expenditures for a calendar year are
(1) costs, other than items listed in (e) of this section, that arc
(A) incurred in the state by the producer during the calendar

year after March 31, 2006, to 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 does 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 incurred upstream of the point of

production of oil and gas;

(ii) 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

(2) a reasonable allowance for that calendar year, as determined under

V amw 1-
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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.
* Sec. 54. AS 43.55.165(b) 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;
(B) 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
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 gasj
(3) in determining whether costs are lease expenditures, the
department may consider, among other factors, the
(A) typical industry practices and standards in the state
that determine the costs, other than items listed in (e) 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 before December 2, 2005, and were subject to negotiation with at

least one producer with substantial bargainine power, other than the

operator; and

(B) standards adopted by the Department of Natural

Resources that determine the costs, other than items listed in (e) of this
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section, that a lessee is allowed to deduct from revenue in calculating net

profits under a lease issued under AS 38.05.180(f)(3)(B), (D), or (E)."

Page 41, lines 23 - 26:

Delete all material and insert:

"(6)_ costs arising from fraud, wilful misconduct, [ORJ gross
nculiuence, Violation of law”or failure to comply with an obligation under a lease,

permit, or license issued hy the state or federal government;"

Page 42, lines 6-7:
Delete all material and insert:

"(12) an expenditure otherwise deductible under (b) of this section
that is a result of [FOR A TRANSACTION THAT IS] an internal transfer, a
transaction with an affiliate, or a transaction between related parties, or is
otherwise not an arm's length transaction, unless the producer establishes to the
satisfaction of the department that the amount of the expenditure does not exceed

the [EXPENDITURES INCURRED THAT ARE IN EXCESS OF] fair market value

of the expenditure;"”

Page 45, lines 7 - 8:

Delete "(a) Unless the payment or credit has already been subtracted in calculating

billable or billed costs under AS 43.55.165(c) [OR (d)], a"
Insert "(a@) A [UNLESS THE PAYMENT OR CREDIT HAS ALREADY BEEN

SUBTRACTED IN CALCULATING BILLABLE OR BILLED COSTS UNDER

AS 43.55.165(c) OR (d), A]"

Page 47, line 23. following "43.55.160(c),":
Insert "43.55.165(c),"



10

12
13
14
15
16
17
18
19
20
2!
22
23

25-GHOOI4\F.1

Chenoweth/Bullock
11/15/07

AMENDMENT

OFFERED IN THE SENATE BY SENATOR THOMAS

TO: SCS CSHB 2001 (FIN) and”~ena”~r O\rof\

(AJi IVj Mux
AV

Page 1, line 2, following "oil;": "Y "\WV o\

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

production of certain gas that is produced outside of the Cook Iniet sedimentary basin;"

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

Insert "(a) It is the intent of the legislature that the provisions of this Act will
(1) ensure a fair and equitable means of assessing and taxing Alaska's oil and
gas resources; and

(2) encourage the availability to Alaska's citizens of affordable gas produced,

transported, and consumed within the state, one +«w»rds rc»son»bie and

W

Reletter the following subsections accordingly.

Page 1, line 12:
Delete "sec. 47"

Insert "sec. 48"

Page 2, line 3:
Delete "sec. 68"

Insert 'sec. 69"

Page 11, line 18:

Delete "and (k)"
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1 Insen "(k), and (0)"

2

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

4 Insert "and gas subject to (0) of this section”
5

6 Page 14, line 9:

7 Delete "or (k)"
8 Insert", (k), or (0)"
9

10 Page 14, line 11:

1 Delete "and (k)"
12 Insert"”, (k), and (0)"
13

14 Page 14, line 13:

15 Delete "and (k)"
16 Insert”, (k), and (0)"
17

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

19 Insert "or (0)"

0]

21  Page 14, lines 16 -17:

22 Delete "and (k)"

23 Insert ", (k), and (0)"
24

25 Page 14, line 20:

26 Delete "or (k)"
27 Insert ", (k), or (0)"
28

29 Page 14, following line 20:
30 Insert a new bill section to read:

31 "* Sec. 21. AS 43.55.011 is amended by adding a new subsection to read:
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(0) Notwithstanding other provisions of this section, for a calendar year before
2022, the tax levied under (e) of this section for each 1,000 cubic feet of gasfor gas
produced from a lease or property outside the Cook Inlet sedimentary basin andused

in the state may not exceed the amount of tax for each 1,000 cubic feet of gasthat is

determined under (j)(2) of this section.”
Renumber the following bill sections accordingly.

Page 15, line 1, following "basin™:

Insert "or not subject to AS 43.55.01 I(0)"

Page 15, line 28:
Delete "or (k)"

Insert"”, (k), or (0)"

Page 16, line 8:
Delete "or (k)M

Insert", (k), or (0)"

Page 16, line 10, following the first occurrence of "(2)™:

Insert "or 43.55.01 I(0)"

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

Insen "or 43.55.01 I(0)"

Page 37, line 15, following "AS 43.55.170;":
Insert "this subparagraph does not apply to gas subject to AS 43.55.01 1(0):"

Page 37, line 23, following "AS 43.55.170;":
Insert "this subparagraph does not apply to gas subject to AS 43.55.011(0):"
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Page 38, following line 4:

Insert new material to read:

"(E) gas produced during a calendar year from a lease or property
outside the Cook Inlet sedimentary basin and used in the state is the gross value
at the point of production of that gas taxable under AS 43.55.011(e) and
produced bv the producer from that lease or property, less the producer's lease
expenditures under AS 43.55.165 for the calendar year applicable to that gas

produced by the producer from that lease or property, as adjusted under

AS 43.55.170:"

Page 39, lines 14 - 15:
Delete "or (k)"

Insert(k). or (o)"

Page 39, line 17*
Delete ,,(a)(1)(C) or (D)"
Insert "(a)(1)(C). (D) or (E)»

Page 39, line 20:
Delete "or (k)"

Insert(k). or (o)"

Page 39, line 23:
Delete "or (k)"

Insert(k).or (o)"

Page 44, line 29, following "gas":
Insert”. between gas subject to AS 43.55.011(o) and other gas.”

Page 47, line 22, following "AS 31.05.110(b)":

Insert",
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(24) "used in the staie” means delivered for consumption as fuel in the

state, including as fuel consumed to generate electricity

Page 47, line 29:
Delete "sec. 55"

Insert "sec. 56"

Page 47, line 30:
Delete "secs. 15 - 27, 29 - 42,and 49 -60"

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

Page 48, line L
Delete "Sections 43 and 45"

Insert "Sections 44 and 46"

Page 48, line 2:
Delete "sec. 43"

Insert "sec. 44"

Page 48, line 3:
Delete "sec. 45"
Insert “sec. 46"
Delete "secs. 43 and 45"

Insen "secs. 44 and 46"

Page 48, line 5:
Delete "Sections 34 - 37, 39,and 41"

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

Page 48, line 8:

Delete "sec. 47"
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Insert "sec. 48
Page 48, line 10:
Delete "47"

Insert "48"

Page 48, line 12:

Delete "sec. 44" in both places

Insert "sec. 45" inboth places

Page 48, line 15:
Delete "sec. 46"

Insert "sec. 47"

Page 48, line 16:
Delete "sec. 46"

Insert "sec. 47"

Page 49, line 11:

Delete "sec. 21"

Insert "sec. 22" inboth places

Page 49, line 13:
Delete "sec. 21"

Insert "sec. 22"
Page 49, line 15:
Delete "sec. 55"

Insert "sec. 56"

Page 49, line 16:

in both places

25-GHO0014\F.1
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Delete "sec. 68"

Insert "sec. 69"

Page 49, line 17:

Delete "secs. 15 -27, 29 - 42, 49 -54,and 56

- 60"

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

Delete "sec. 55"

Insert "sec. 56"
Page 49, line 18:
Delete "sec. 68"

insert "sec. 69"

Page 49, lines 26 - 27:

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

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

Page 49, line 29 :
Delete "sec. 55"

Insert “sec. 56"

Page 50, lines 15 -16:

Delete "Sections 29 and 38"

Insert "Sections 30 and 39"

Page 50, line 17:
Delete "sec. 55"

Insert "sec. 56"

Page 50, line 19:

Delete "Sections 15 - 27, 29 - 42, and 49 - 60"

25-GHOOM4\F.|
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Insert "Sections 15 - 28, 30 - 43, and 50 - 61"

Page 50, line 21:
Delete "Section 28"

Insert "Section 29"

Page 50, line 22:
Delete "sec. 69"

Insert “sec. 70"
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Bullock
11/13/07

SENATE CS FOR CS FOR HOUSE BILL NO. 2001 (FIN) an.
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FIFTH LEGISLA TURE - SECOND SPECIAL SESSION
BV THE H(M-SESENATE FINANCE COMMITTEE

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

Sponsors): HOUSE RULES COMMITTEE BY RrQUEST 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; providing-a-limdo«-the atww af <»f4a*-4hat-may~be levied on the-production of

issuance of advisory bulletins and the disclosure of certain information relating to the
production tax and the sharing between agencies of certain information relating to the
production tax and to oil and gas or gas only leases; expandingamending the

periodState Personnel Act to create in whieb-the Department of Revenue may-assess the

producer or explorer from reeeiving-tav-credits if certain judgments are not satisfied
and requiring, as a condition of receiving-the fax credits, the deposit of the amount of
oertuin unpaid judgments and eertuin interest on those judgments in the court during

oo appeal and relating to thaf interest: reluting to exempt service state oil and gas audit

uiniuiix, -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 of the State of Alaska is amended by adding a new section

to read:

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

transported. ami Ciw*omed -w hbin-the-*tatth
tb> It is the intent-ofthe legislature that AS 43.55.075(b). enacted by sec. 4143 of this

Act. confirm bv clarification the long-standing interpretation of AS 43.03.260 by the
Department of Revenue relating to the limitation of assessments for the production tax on oil

and gas and conservation surcharges on oil. confirmy-hy clarification-the Jong-standing

(b) It is the intent of the legislature that the amount of money received bv the state as
a result of the retroactivity of certain provisions under sec. 65 of this Act that exceeds the
amount of money the state would have received if those provisions had not taken effect until
Januar\ 1. 2008. will he appropriated to the public education fund (AS 14.17.300).
(c) It is the intent of the legislature that coMy-thsullowed inmaccordance with
.165(e)(6).' as amemied-by-yec. 48 -of this Act. include costs, subsequent-te tin;
effectise date-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 43.55.011 - 43.55.165(eH6> incurred as-a +eynh of monitoring and

management 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 December31l. 2007, by

2

3 I'stHvHHr t"HtttW rftT makinu appropriations to the follow intt:

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

5 (2) the budt’et reserve fund (art. 1X. sec. 17, Constitution of the State of
6 Alaska):

7 (3) to extinguish the amount of the employers’ unfunded liahilit\ in the
8 teachers' defined benefit retirement plan and the public employees' defined benefit retirement
9 plan: and

10 (4) the development and implementation of a lont>-rant»c fiscal plan for the |
[l state. i
12 * Sec. 2. AS 38.05.035(a) is amended to read:

13 (a) The director shall

14 (1) have general charge and supervision of the division and may
15 exercise the powers specifically delegated to the director: the director may employ
16 and tlx the compensation of assistants and employees necessary for the operations of
17 the division: the director [AND| is the certifying officer of the division, with the
18 consent of the commissioner, and may approve vouchers for disbursements of money
19 appropriated to the division:

0] (2) manage, inspect, and control state land and improvements on it
2 belonging to the state and under the jurisdiction of the division;

2 (3) execute laws, rules, regulations, and orders adopted by the
23 commissioner:

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

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

28 (6) under the conditions and limitations imposed by law and the
29 commissioner, issue deeds, leases, or other conveyances disposing of available land,
30 resources, property, or any interests in them;

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

IB34WK 3 SCSCSHB 200I(FIN) <m
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Alaska World War Il Veterans Board and the Agricultural Loan Board or the
departments or agencies succeeding to their respective functions through foreclosure
or default; to this end, the director possesses the powers and, with the approval of the
commissioner, shall perform the duties necessary to protect the state's rights and
interest in state land, including the taking of all necessary action to protect and
enforce the state's contractual or other property rights;

(8) [REPEALED

(9)] maintain the [SUCH] records [AS] the commissioner considers
necessary, administer oaths, and do all things incidental to the authority imposed; the
following records and files shall be kept confidential upon request of the person
supplying the information:

(A) the name of the person nominating or applyingfor the
sale, lease, or other disposal of land by competitive bidding;

(B) before the announced time of opening, thenames of the
bidders and the amounts of the bids;

(C) all geological, geophysical, and engineering data supplied,
whether or not concerned with the extraction or development of natural
resources;

(D) except as provided in AS 38.05.036. cost data and
financial information submitted in support of applications, bonds, leases, and
similar items:

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

(F) requests for information or applications by public agencies
for land that [WHICH] 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 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 record? shall be deposited immediately in the general

fund of the state by the director:

(10) [(I1)] 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 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
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 of Revenue may obtain from the department information
relating to royalty and net profits payments and to exploration incentive credits under
this chapter or under AS 41.09. 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(0 is amended to read:

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

investigations or proceedings of the department, it is unlaw ful for a current or former

HUDm* SCSCSHB 200I(FIN)-*hh
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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 AS38.05.035(a)(8) [AS 38.05.035(aX9)] or
AS 41.09.010(d) to be kept confidential.

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

(9) Nothine 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 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:

(O 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 38.05.035(a)(8) [AS 38.05.035(a)(9)],

* 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. The commissioner
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 commissioner

(n 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 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 of 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
(iit) 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 be economically feasible;

(2) may not grant a royalty modification unless the lessee or lessees
requesting the change make a clear and convincing showing that a modification of
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 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) of this subsection if the royalty modification
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) wunder (I)(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

7- SCSCSHB 2001(FIN)«hh
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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 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 38.0S.035(aM8)
[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
the chair or vice-chair of the Legislative Budget and Audit Committee to the
director of the division of legislative finance, the permanent employees of
their respective divisions who are re-ponsible for evaluating a royalty
reduction, and to agents or contractors of the legislative auditor or the
legislative finance director who are engaged under contract to evaluate the
royalty reduction, ifthey sign an appropriate confidentiality agreement;

(7) may

(A) require the lessee or lessees making application for the
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 $150.000 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

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

(B) with the mutual consent of 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 economics by the commissioner to assist the commissioner
in evaluating the application and financial and technical data; if. under this
subparagraph, the commissioner requires payment for the services of an
independent contractor, the total cost of the services that may be paid for by
the lessee or lessees may not exceed $150,000 for each application, and the
commissioner shall determine the relevant scope of the work to be performed
by the contractor; ..election of 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 of the preliminary
fine rigs and determination, and invite public comment on the preliminary findings
and determination during a 30-day period for receipt of 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) of this subsection, to provide the committee a review of
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, ifany;

HB21MH -O- SCSCSHB 2001 (FINMm
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(11) shall, within 30 days after 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 to 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

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

(12) isnot limited by the provisions of AS 38.05.134(3)or (0 of this
section in the commissioner's determination under this subsection.

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

(42) oil and gas auditor masters employed in a professional capacity
by the Department of Revenue and the Department of Natural Resources to collect oil
and  gasrevenue bydeveloping policy, etwduciionconducting studies, drafting
proposed regulations, enforcing regulations, and directing audits by oiland 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 commissioner under (c)(3) of this section shall be kept confidential
for 24 months after receipt by the commissioner unless the owner of the weli gives

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

SCS.CSHB 200I(FIN)-*h» -10- HBAVQle
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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
tiansfer in hard copy or electronic form, those data with respect to all land if the
commissioner determines that the limited disclosure is necessary to further the

interest of the state in evaluating or developing its land.

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

See.—12.45.045. ApproprmtHms for the low—income-henfmg-energy

assistance program. rat By february | each year, the Department of Revenue-shah

greater--than zero, Il tlte state received an amount-of mertev -because the-price- index

the legislature of that-amtnun-.

PR i

tch -Nothing in thissection requirev-that-inone> be appropriated-or creates-a

fd-)— hot—purposes ,>f this section, "low inctanc heating energy assistance
program- means the program-created-bv-7—VAf 11.010 to implement-the federal
how-1ncotn --Home I.nerg) Assistance—ct of IMKI. as-amended (Wl2-t-rS.f- 8021 et
Sdct t

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

(n in connection with official investitiations or proceedings of 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 of the
child support enforcement agency, wnether 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) 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:

25-GHOO14

(h) The commissioner shall, upon request, furnish 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:

(a) Except as provided in (c) of this section, [AND] AS 43.2?.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.

* Sec. 15. AS 43.55.011(e) 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 (0. (j). fkdand (ok)
of this section, the tax is equal to the sum-ef

<44—tbt~production tax value of the taxable oil and gas as calculated

SCSCSHB200I(FIN)4«h -12-
New Text Underlined [DELETED TEXT BRACKETED]



=WORK DRAFT WORK DRAFT 25-GHO0014

calculatcdrate determined under (g) ofthis section.
* Sec. 16. AS 43.55.0! 1(0 is amended to read:

(0 The levy of tax under this section for (ON A PRODUCER OF] oil and gas
produced from-leases-ru™imtperties that include hHHUnorth of 68 degrees North
latitude, other than oil and gas production subject to (i) of this section und gas
subjeet trH**l of litis sw tHw. may not be less than

(1) four 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 more than $25;

(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 $17.50 but not
over $20;

(4) one 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 $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(qg) is repealed and reenacted to read:
(£» m  eaeh-month Tor which-the-priceunde x determined under -foH-T-thls

Nect-ion-hr-arealer than zcror-the-amount-of tax Idr-purpoaex ol~toH=-t-ol'this action is

monthly—product itw —tax— value— a— calculated— in—the— manner—described—m
AS 43.55.1htt<a4 and-fbf. except that the-gross value-at the point of production lor the

month is substituted lor the gross value at the point of productum-lor-tho calendar

-13- SCSCSHB 2001 (FIN)aH»
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-c-xpemlHufes for th<?~calemlar vettr 4*

substituted tW the applicable adjusted lease exfemlhwesdW the calendar year (2) the
h

the prouressivhv-um-rate lor the-wuudh- Ihe procressivitv tax-fate for ti month is Onh?

producf-of-bd-percent mulHftltetM>y-Ahe-{U4ce--imlev4df--the-momb- determined under

fbf-of this setH40Br-e\eept-4bat- the proeressivhv-tax-fate ha-a rmmth-mav-nol exceed

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

costs of-transportaBon tor the calendar year.

* See. 18. AS 43;,53.<M4t-bHx repealed and reenacted to r-eatk

fh-t— for purpose-, of (e> of tht-. secBom-Ahe-price index tor a month--is
eakadated by subtracting 30 from-the number tbat-fs-equal-to-the-totaf-nfthe monthly

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

monthi-divideddyv the total amount-of-taxahle oil ami g.

from all leases and properties in-thv state—during that month.-ii

less than

* Sec. 19:-(u) The tax rate applied to the monthly production tax value of
oil and twas under (e) of this section for each month of 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 of the taxable oil and eas lor that month and $30:

(2) $50 but not more than $70. the sum of 12 percent and the product
of 0.5 percent multiplied bv the number that represents the difference between the

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

ttas for that month and $50;

SCSCSHB 200KFIN) tow -14-

New Text Underlined IDELETED TEXT BRACKETED]



I

o o

R

24
25
26
27
28
29
30
31

*WORK DRAFT WORK DRAFT

(3) $70 but not more than $90. the sum of 22 percent and the product

of 0.35 percent multiplied bv the number that represents the difference between the
average production tax value for each BTL1equivalent barrel of the taxable oil and
gas for that month and $70:

$90. the sum of 29 percent and the product of 0.1 percent
mult,plied b\ 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 $90. except that the sum determined under this paragraph ma\ not exceed

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

* Sec. 18. AS 43.55.01 I(j) isamended to read:

(j) For acalendar year before 2022, the [TOTAL] tax levied by (e) [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 for the 12-month period ending

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

* Sec. 2tM9. AS 43.55.011(k) isamended to read:

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

-15- SCSCSHB 2001(FINH*»
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(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 I. 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 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 taxableoil produced from the lease or property during
the 12-month period ending on March3 1, 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(0.

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

L
AS 11.09 .Uf44— \S43:24043r AS 1355021 -or- -14 -tux—eredtK - under

AJVAXAt444W <4h-AS-444*9Amc AS 4V 2+<04A- -W 4.v55.024. and 4 45>4»2>-tbal are
udotnted-te-eu” prudueed-frotn- ieate- ur properties in the Ct*>k- dbet-sediTOentarv

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

during a-valendaf-yeaf-tnay be applied-only against the ta\fevied4>v <e> of-tbd section
for-BAM-thm eas. | he amrotnt-bv- vvinvb-the-aonntnd»4-tuxeredits tbal are allocated

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

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

tuxdevied-bv let <4-this section for |(-dv|-tba*-eas-te>-zero. itlany-.-is-eunsidered-dte

SCS.CSHB 200I(FIN)shh -16-
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amouoH tf e xcess-tax-efeditsT ami the excess tax cfedtm ure subject to the following:

e producet

(-24- -dudl calculate the-ttHal-of-the fedocthms-eaUndated
under 111of this subsection lor all affected leases of properties:

(54 -tfte-prt<ducer -.ball-rednee tbe
ttvtal-calculated intdert 2 *o f this subsectiom-bta-not to lesrs-than Venn

(4> any amount ot excess lax credits -renkhhing-after-rcduction munder -fd-Hd-'

(m) Notwithstanding anv contrar\ provision of AS 38.05.180(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 I(i) 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 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 of gas or
AS 43.55.01 I(kl for the production of oil. The regulation must provide for a
reasonable method to allocate tax credits to oil or gas subject to AS 43.55.01 I(i) and
(k). Only the amount of 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 or property

located anywhere—in the-stateon the production of oil or tzas not subject to

AS 43.55.011(i)) or (k) to the extent otherwise

* Sec. 22. A-S43.55.011is amended bv adding a new subsection to read:

U4«dMU* -17- SCS.CSHB 2001(FIN)aH«
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ttr [V 15 Giwrt THI 22 tUctty 1Cit W
gas-that4tdetermined under<j>t3>o0f dm section.

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

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

shall pay the tax as follows:
(1) an installment payment of the estimated tax levied by
AS 43.55.011(e) - Fuand (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 sumof 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) -{gandjj) for
the calendar year, but the amount of 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
AS 43.55.011to > other than leases or properties subject to AS 43.55.011(f).
the greater of
(i) zero; or

(ii) the suw-o0b”22.5 percent and-the po/u'tfssurity tir\

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 43.55.011(f). the greatest of
(i) zero:
(i) zero percent, one percent, two percent, three

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

SCS CSHB 2001(FIN) ihh -18
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production of 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 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 gross value at the point of production of the oil
and gas produced from those leases or properties during the month for

which the installment payment is calculated;

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

subject to AS 43.55.01 Uj-t.) or (k), o*HoMhe greater of

(i) zero: or

(ii) the sum-of-222.5 percent and the progress*vitv-ta\
rate calculated-under AS 43-vM H4(a) multiplied bv 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 under AS 43.55.160 for oil or gas.
respectively, produced from the lease or property from the gross value
at the point of production of 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) of this subsection for oil or gas

produced from a lease or property subject to AS 43.55.01 I(j)r-fh+ or (ok) may not
exceed the product obtained by carrying out the calculation set out in
A S 435501 1(j)(1) or (2) or 43.55.011(0), as applicable, for gas or set out in
AS 4355.01 I(k)(I) or (2), as applicable, for oil. but substituting in
AS 43.55.01 1(j)(1)(A) or (2)(A)or 43.55.01M0), as applicable, the amount of taxable
gas produced during the month for the amount of taxable gas produced during the

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

-19- SCS_CSHB200I(FIN)-tHH
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amount of taxable oil produced during the month for the amount of taxable oil
produced during the calendar year;

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

on the last day of the following month; the amount of the installment payment is the

sum of

(A) the applicable tax rate for oil provided under
AS 43.55.01 I(i). multiplied by the gross value at the point of production of
the oil taxable under AS 43.f 5.01 I(i) and produced from the lease or property

during the month; and
(B) the applicable tax rate for gas provided under
AS 43.55.01 I(i), multiplied by the gross value at the point of production of
the gas taxable under AS 43.55.01 I(i) and produced from the lease or property

during the month;

(4) any amount of tax levied by AS 43.55.011(e) - (i). netof any
credits applied asallov.edby law, that exceeds the total of the amountsdue as

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

calendar year of production.

* Sec. 2T.22 AS 43.55.020(g) is amended to read:
(9) Notwithstanding any contrary provision of AS 43.05.225, an unpaid

amount of an installment payment required under (@)(1) - (3 [(@)(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 31 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 31. Interest accrued under (1) of this subsection that remains unpaid afte>-
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 (&)(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.

* Sec. 2».23 AS 43.55.020(h) is amended to read:
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(h) Notwithstanding any contrary provision of AS 43.05.280,
(1) an overpayment of an installment payment required under (aMI) -
(3) [(®)(2) - (4)J of this section hears interest at the rate provided for an overpayment
under 26 U.S.C. 6621 (Internal Revenue Code), as amended, compounded daily, from
the later of the date the installment payment is due or the date the overpayment is

made, until the earlier of

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

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

production [DESCRIBED IN AS 43.55.030(a)];

(2) except as provided under (1) of this subsection, interest with
respect to an overpayment is allowed only on any net overpayment of the payments
required under (a) of this section that remains after the later of [THE] March 31
following the calendar year 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 date
that is 90 days after the later of [THE] March 31 following the calendar year of
production [DESCRIBED IN AS 43.55.030(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. 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:

n notwithstanding that a quali.ied capital expenditure ma\ 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 38.05.180(i). AS 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 IDUE! UNDERI AS 43.55.011(e) in the amount of

TSR -21- SCSCSHB 2001(FIN)hh»
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20 percent of 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
THE DEPARTMENT. AS PART 01 THE STATEMENT REQUIRED UNDER
AS 43.55.030(a) 10R THE CALENDAR YEAR FOR WHICH THE CREDIT IS
SOUGHT TO BI- TAKEN. THE PRODUCER'S OR EXPLORER'S WRITTEN
AGREEMENT!

(A) agrees, in writing, to the applicable provisions ol
AS 4356025132 [TO NOTIFY THE DEPARTMENT OF NATURAL
RESOURCES. BEFORE THE LATER Ol 30 DAYS AFTER
COMPLETION OF THE GEOLOGICAL OR GEOPHYSICAL DATA
PROCESSING OR COMPI ETION Ol THE WEIL. OR 30 PAYS ALTER
HIE STATEMENT IS FILED. Ol THE DATE Ol COMPLETION AND TO
SUBMIT A REPORT TO THAT DEPARTMENT DESCRIBING THE
PROCESSING SEQUENCE AND PROVIDE A LIST OF DATA SETS
AVAH ABI.EI:

(B) submits 11P PROV1DE1 to the Department of Natural
Resources all data that would be required to be submitted under
AS 4355.025f)(2) I. WITHIN 30 DAYS AFTER THE DATE OF A
REQUEST. SPECIFIC DMA SETS. ANCILLARY DATA. AND
REPORTS IDENTIFIED IN (A) OF THIS PARAGRAPH I

(@ 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) 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

iTTTt* nrvr
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FOLLOWING 1HE COMPLFTION DATE. AFTER WHICH THE

DTPAHTML-NT SHALL PUBLICLY RELEASE THE INFORMATION

AFTLR 30 DAYS' PUBLIC NOTICEI.

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

(b) A producer or explorer may elect to take a tax credit in the amount of
2225 [20] percent of a carried-forward annual loss. A credit under this subsection
may be applied against a tax levied bv [DUE UNDER] AS 43.55.011(e). For
purposes of this subsection, a carried-forward annual loss is the amount of a
producer's or explorer's adjusted lease expenditures under AS 43.55.l05 and
43.55.170 for a previous calendar year that was not deductible in calculating
production tax values for that calendar year under AS 4355.160 [AS 43.55.160(b)
AND (eN.

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

(d) Except as limited bv (i) of 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
|IC RIII-1CATEI. 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 of (1) March 31 of 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 THE
APP1.ICAM IS REQUIRED UNDER AS 43.55.030(a) TO FILE A STATEMENT
ON OR BEFORE MARCH 31 OF THE YEAR FOLLOWING THE CALENDAR
YEAR IN WHICH THE QUALIFIED CAPITAL EXPENDITURES OR CARRIED-
FORWARD ANNUAL LOSS FOR WHICH THE CREDIT IS CLAIMED WAS
INCURRED.] the date the statement required under As 43.55.030(@) or (€) 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- SCSCSHB 2001(FIN)hhh
\ew Text Underlined [DELETED TEXT BRACKETED]



B o o~ o » 0w N —

b:

14

*WORK DRAFT WORK DRAFT

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 IAl transferable tax credit
certificates, each ICHRTIFICATFI for half of the amount of the credit. The credit
shown on one of the two certificates is available for immediate use. The credit
shown 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)
of this section mav transfer the certificate to another person, and a transferee mav
further transfer the certificate. Subject to the limitations set out in (@) - (d) 1(a) - (e)!
of this section, and notwithstanding anv action the department mav take with respect
to the applicant under (g) of this section, the owner of a certificate mav apply the
credit or a portion of the credit shown on the certificate onlv auainsl a tax levied bv
IDUF UNDFR1 AS 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 1D1 11
under AS 43.55.011(e) for ION 1 oil and uas produced during a calendar vear to less
than 80 percent of the tax that would otherwise be due \ ithout applvine that credit.

Anv portion of a credit not used under this subsection mav be applied in a later

period.

* Sec. 28. AS 43.55.023(i) is amended to read:

(i) For the purposes of this section.

(N a producer’s or explorer's transitional investment 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 after March 31, 2006. less the sum of the payments or credits the producer or
explorer received before April 1L 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
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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 all 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]
AS 43.55.011(e) 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 wereare
incurred 2000. and befmv damraFvT. 2008 -1\K %+ fNCT-RRI.I)
DURING 11E CAI.LN49AR-VT-VR4-OR WHICH TUT-CRTUTI 4N-1 -VUI-NKklurine
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 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 I, 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. 2829. AS 43.55.023 is amended by adding a new subsection to read:

transferee under (e> of this-section and subject to appropriaHtatrr-wade h> law. if and

to the extent that pure-ltase- r>f-transferable tax- credits-hv the Alaska Retirement
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