






























































































































































Hon. Angela M. Rodell, Acting Commissioner October 31, 2013
Department of Revenue Page 2

In accordance with AS 44.62.125(b)(6), some corrections have been made in the
regulations, as shown on the attached copy. ‘

SCW

cc w/enc: Jerry Bumett, Deputy Commissioner & Regulations Contact
Department of Revenue ‘

Matthew R. Fonder, Director
Tax Division
Department of Revenue

John M. Larsen
Tax Division
Department of Revenue

Susan R. Pollard
Senior Assistant Attorney General
Oil, Gas & Mining Section--Juneau

Mary Hunter-Gramling i
Assistant Attorney General i
Oil, Gas & Mining Section--Juneau ‘



MEMORANDUM | State of Alaska

Department of Law

To:  Hon. Mead Treadwell ~Date:  September 23, 2013

Lieutenant Governor ‘
File No.:

1
Tel. No.:  465-3600
Al il T,
Yrtls - : . .
From:  Deborah E. Behr Re: Delegation of Authority for
Chief Assistant Attorney General Regulations Matters for October
and Regulations Attorney : 22 -31,2013

Legislation and Regulations Section

I will be out of state on personal leave October 22 - 31, 2013. I plan to be back in the
office on Friday, November 1, 2013.

In my absence, Assistant Attoney General Steve Weaver is designated as acting
Regulations Attorney. Under this delegation, Steve Weaver has my full authority under AS 44.62
to conduct the legal review of regulations or take necessary actions during this period.

In my absence, Linda Miller is available to prbvide assistance on regulation matters.

Steve Weaver has contact numbers for me if you need to reach me.

DEB:pav

cc:  Jim Cantor, Deputy Attorney General, Civil Division
Nancy Gordon, Statewide Office Chief
Steve Weaver, Assistant Attorney General
Cori Mills, Legislative Liaison, Civil Division
Lisa Rickey, Legal Text Editor
Linda Miller, Legal Text Editor
Nancy Korting, Executive Secretary, AGO
Scott Meriwether, AAC Coordinator, Office pf the Lt. Governor



STATE OF ALASKA )
) ss.
THIRD JUDICIAL DISTRICT )

AFFIDAVIT OF NOTICE OF PROPOSEf) ADOPTION OF REGULATIONS
AND FURNISHING OF ADDITIONAL INFORMATION

I, John M. Larsen, Audit Master, Department of Revenue, being sworn, state the following:

As required by AS 44.62.190, notice of the proposefl adoption of changes to the chapter
heading of Title 15, Chapter 55 of the Alaska Administrative Code; 15 AAC 55.206,
calculation of production tax values for oil and gas produced after June 30, 2007,

15 AAC 55.211, dealing with gross value reduction;s under AS 43.55.160(f) and (g);

15 AAC 55.212, dealing with procedures relating to gross value reductions under proposed

15 AAC 55.211 and 15 AAC 55.213; 15 AAC 55.213, dealing with methodologies under

AS 43.55.160(f)(3); 15 AAC 55.215, dealing with ?pplicability of lease expenditures;

15 AAC 55.224, dealing with lease expenditures after June 30, 2007 for Cook Inlet, gas used in
the state, and for oil and gas subject to AS 43.55.011(p); 15 AAC 55.335, dealing with
nontransferable credits; 15 AAC 55.375, dealing with the order of applying tax credits;

15 AAC 55.381, dealing with the subtraction of tax credits in calculation of an installment
payment of estimated tax after June 30, 2007; 15 AAC 55.410, dealing with the tax on
production tax value of oil and gas; 15 AAC 55.43 }, dealing with monthly tax amounts and the
repeal of the “progressivity” calculation in AS 43.55.011(¢); 15 AAC 55.511, dealing with the
calculation of installment payments of estimated tax for oil and gas produced after June 30,
2007; 15 AAC 55.520, dealing with monthly filings; 15 AAC 55.815, dealing with leases or
properties; and 15 AAC 55.900, dealing with definitions has been given by being:

(1) published in a newspaper or trade pubhcatlon

(2) furnished to interested persons;

(3) furnished to appropriate state officials;

(4) furnished to the Department of Law, along with a copy of the proposed regulations;

(5) electronically transmitted to mcumbent State of Alaska legislators;

(6) furnished to the Legislative Affairs Agency, Legislative Legal and Research
Services;

(7) posted on the Alaska Online Public Notice System as required by
AS 44.62.175(a)(1) and (b) and 44.62.190(a)(1);

(8) furnished electronically, along with a copy of the proposed regulations, to the
Legislative Affairs Agency, the chairs of the Finance Committee of the Alaska
Senate and House of Representatives, the Administrative Regulation Review
Committee, and the legislative council.
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. '" . OF THE DEPARTMENT OF REVENUE

BRIEF DESCRIPTION: The Department of Revenue proposes regulations to implement legislation enacted in 2013 affecting the oil and

production tax. The regulations relate to the calculation of production tax values, grass value reductions and tax credits for qualified
ﬂg?th Slope oil and gas, the treatment of lease expenditures for oif and gas subject to tax limitations, tax credits, specification of a single
lease or pglperty for production tax purposes, and conforming and clarifying changesrelated to recent legislation affecting the cil and
gas production tax. ' :

The Department of Revenue propéses to adopt regulation changes in Title 15, Chapter §5 of the Alaska Administrative Code, dealing with
the oil and gas production tax, including the following: :

(1) Chapter 55. Oil and Gaé Properties Production Tax, the chapter;‘heading of Title 15, Cheg)ter 55 is proposed to be
changed to conform to the heading of Oll and Gas Production Tax and Oil' Surcharge in Title 43, hapter 55 of the Alaska

Statutes. :

@) 15 AAC 55.208, Calculation of production tax values for oil and:gas produced after June 30, 2007, is proposed to
be amanded, to conform to changes in state statutes and to make clarifying amendments and to account for statutory time limits

related to tax ceilings and tax credits. :

(3) " 15 AAC 55.211, Gross value reductions, is proposed to be adogted to specify the criteria for the reductions in gross
value at the point of production for qualified North Slope oil and gas under AS 43.55.160(f) and (g). : :

4) ' 15 AAC 55.212, Procedures relating to gross value reductions, is pronosed to be adopted to specify determinations
gg ?r;)cedures for reductions in gross value at the point of production for qualified North Slope oil and gas under AS 43.55.160(f)
Q).

(5* 15 AAC 55.213, Methodologles under AS 43.55.160(?(3), is pfcposéd to be adopted to implement AS 43.55.160(f)(3)
58 ated tt: dzeonanstration of the volumes of oil and gas produced from acrgage added to an existing participating area on or after
anuery 1, . J

- . NOTICE OF
.- .PROPOSED CHANGES IN THE REGULATIONS'

(6) 15 AAC 55.215, Aggllcablllty of lease expendltures, is Prcﬂbosed to be amended and new subsections added to
account for statutory time limits for. certain tax limitations, to account for AS 43.55.011(p), tax limitations for certain oil and gas
produced outside of Cook Inlet and the North Slope, and to make clarifying and conforming amendments. .

(Y] 16 AAC 55.224, Lease exrendltures Incurred after June 30, 2007, for Cock Inlet and for gas used in the state, is

sed to be amended to account for AS 43.55.011(p), tax limitations for certain oil and gas produced outside of Cook Inlet and
he North Slope, and to account for changes in AS 43.55.023(b) that :affect the calculation of adjusted lease expenditures for
purposes of the carried-forward loss credit under AS 43.55.023(b) after calendar year 2013.

(8) 15 AAC 55.335, Additional nontransferable credits, is sgroposed to be amended and new subsections added to
provide for determination and application of tax credits under AS 43.55.024(i), a $5 a barrel credit, and (j), a sliding scale credit,
and to make conforming amendments. .

(9) 15 AAC 55.375, Order of applying tax credits, is prop{ssed to be amended to account for new credits under AS
43.55.024 and to make conforming amendments. !

i

(10) 15 AAC 55.381, Subtraction of tax credits in calculatiop of installment Jaa ment of estimated tax for ol and gas
produced after June 30, 2007, is proposed to be amended and new subsections added to account for new tax credits under AS
43.55.024 in the calculation of instaliment payments of estimated production tax on or after January 1, 2014 and to make
conforming amendments. ) : .

(11) 15 AAC 55.410, Tax on production tax value of oil and gas, is proposed to be amended by adding a new subsection
to reflect the recent statutory changes applicable to oil and gas produced after December 31, 2013. o

(12) 15 AAC 55.431, Monthly tax amounts under AS 43.55.011(e)(2) for oll and gas produéed after June 30, 2007, is
paopoged togee ggnezrgi‘eg to account for changes to state statute felated to calculation of the tax levied on oil and gas produced
after December 31, X ; .

(13) 15 AAC 55.511, Instaliment payments of estimated tax for ol and gas produced after June 30, 2007, is proposed
to be amended to account for recent statutory changes in the tax‘levied on oil and gas produced after December 31, 2013 and to
make conforming amendments. . : . . ‘

(14) 15 AAC 55.520, Monthly filings, is proposed to be amended to account for filing provisions for the monthly installment
payments of the estimated tax for oil and gas produced on or aftgr January 1, 2014. . .

(15) 15 AAC 55815, Lease or property, is proposed to b adopted to specly instancesof what consttutes a single lease
or property for the purposés of the il and gas production tax stétute apnd regglat%ns. o ng .

You may comment on the proposed regulation changes, including the potential costs to private persons of com, ing with the proposed
a::gg?:éeb& iugg(t)t:ng wrﬂten comments to: John Larsen, Audit Masg:r, Alaska Department or; Revenue, 55'(?%.97th Ave., 5@,,50,0,

Additionally, the Department of Revenue will accept comments by electronic mail to %Qm@mn@am 4 gmg or by facsimil
269-6644. Wiitten comments must be recelved ng later than 4:3% p.m., on Monday, August 26, 2013. . : by tacsimile at (807)

Oral or written eomménts_also may be submitted at a hearing to be held Tuesday, August 13, 2613. in'the East Hearing Room of the
l’if%télatory Commission of Alaska focated at 701 W. 8th Avenue, Suitgaoo, Anchoral e'. Alaska. The hearing will be held fronr% 9:00 a.m. to
:00 a.m. and may be extended to accommodate those present beford 10:00 a.m. who did not have an opportunity to comment. If you are

inable to attend the public hearing, you may partici i - '
abk 3 Tor the pamer neart c%d A en)t'eﬁ Ci .te by teleoonfer;?noe by dialing the toll-free conference pall number, 1-800-315-6338.

f you are.a person with a disability who needs a special accommoda ? n in.order i '
y on in. to partf v process, nfact
utfson gﬁg-qezi nﬂo !fter than“FndaV, August 9, 516 3 to epsure thatlgny qgwssarypaocglr%?rtx%t‘!‘;&gigs,@an be’;?r?\;.fg:dco Bonnle Luther

o
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NOTICE OF
PROPOSED CHANGES IN THE REGULATIONS
OF THE DEPARTMENT OF REVENUE

BRIEF DESCRIPTION: The Department of Revenue proposes regulations to implement
legislation enacted in 2013 affecting the oil and gas production tax. The regulations relate to the
calculation of production tax values, gross value r%ductions and tax credits for qualified North
Slope oil and gas, the treatment of lease expenditures for oil and gas subject to tax limitations,
tax credits, specification of a single lease or property for production tax purposes, and
conforming and clarifying changes related to recent legislation affecting the oil and gas

production tax. |

The Department of Revenue proposes to adopt regulation changes in Title 15, Chapter 55 of the
Alaska Administrative Code, dealing with the oil and gas production tax, including the
following:

(1) Chapter 55. Oil and Gas Propertﬁes Production Tax, the chapter heading of
Title 15, Chapter 55 is proposed to be cPanged to conform to the heading of Oil and
Gas Production Tax and Oil Surcharge in Title 43, Chapter 55 of the Alaska Statutes.

2) 15 AAC 55.206, Calculation of production tax values for oil and gas
produced after June 30, 2007, is proposed to be amended, to conform to changes in
state statutes and to make clarifying anj)endments and to account for statutory time

limits related to tax ceilings and tax cre@its.

3) 15 AAC 55.211, Gross value reductions, is proposed to be adopted to specify
the criteria for the reductions in gross value at the point of production for qualified
North Slope oil and gas under AS 43.55.1160(0 and (g).

\

4) 15 AAC 55.212, Procedures relatiilg to gross value reductions, is proposed to
be adopted to specify determinations and procedures for reductions in gross value at
the point of production for qualified North Slope oil and gas under AS 43.55.160(f)

and (g).

5) 15 AAC 55.213, Methodologies whder AS 43.55.160(f)(3), is proposed to be
adopted to implement AS 43.55.160(f)(3) related to demonstration of the volumes of
oil and gas produced from acreage added to an existing participating area on or after
January 1, 2014.



Department of Revenue Notice of Proposed Regulations

(6) 15 AAC 55.215, Applicability of lease expenditures, is proposed to be amended
and new subsections added to account for statutory time limits for certain tax
limitations, to account for AS 43.55.011(p), tax limitations for certain oil and gas
produced outside of Cook Inlet and the North Slope, and to make clarifying and
conforming amendments.

N 15 AAC 55.224, Lease expenditui'es incurred after June 30, 2007, for Cook
Inlet and for gas used in the state, is proposed to be amended to account for
AS 43.55.011(p), tax limitations for certain oil and gas produced outside of Cook
Inlet and the North Slope, and to account for changes in AS 43.55.023(b) that affect
the calculation of adjusted lease expenditures for purposes of the carried-forward loss

credit under AS 43.55.023(b) after calendar year 2013.

(8) 15 AAC 55.335, Additional nontransferable credits, is proposed to be amended
and new subsections added to provide for determination and application of tax credits
under AS 43.55.024(i), a $5 a barrel credit, and (j), a sliding scale credit, and to make
conforming amendments.

(9) 15 AAC 55.375, Order of applyir*g tax credits, is proposed to be amended to
account for new credits under AS 43.55.;024 and to make conforming amendments.
(10) 15 AAC 55.381, Subtraction of tax credits in calculation of installment
payment of estimated tax for oil and gas produced after June 30, 2007, is
proposed to be amended and new subsections added to account for new tax credits
under AS43.55.024 in the calculation of installment payments of estimated

production tax on or after January 1, 2014 and to make conforming amendments.

(11) 15 AAC 55410, Tax on production tax value of oil and gas, is proposed to be
amended by adding a new subsection to reflect the recent statutory changes applicable
to oil and gas produced after December 31, 2013.

(12) 15 AAC 55.431, Monthly tax am(;)unts under AS 43.55.011(e)(2) for oil and
gas produced after June 30, 2007, is proposed to be amended to account for changes

to state statute related to calculation oé the tax levied on oil and gas produced after
December 31, 2013.

(13) 15 AAC 55.511, Installment payments of estimated tax for oil and gas
produced after June 30, 2007, is proposed to be amended to account for recent
statutory changes in the tax levied on oil and gas produced after December 31, 2013
and to make conforming amendments.
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Department of Revenue Notice of Proposed Regulations

(14) 15 AAC 55.520, Monthly filings, is proposed to be amended to account for filing
provisions for the monthly instaliment payments of the estimated tax for oil and gas
produced on or after January 1, 2014.

(15) 15 AAC 55.815, Lease or property, is proposed to be adopted to specify
instances of what constitutes a single lease or property for the purposes of the oil and
gas production tax statute and regulations.

You may comment on the proposed regulation changes, including the potential costs to private
persons of complying with the proposed changes, by submitting written comments to:
John Larsen, Audit Master, Alaska Department of Revenue, 550 W. 7th Ave., Ste. 500,
Anchorage, AK 99501. |

Additionally, the Department of Revenue will accept comments by electronic mail to
john.larsen@alaska.gov, or by facsimile at (907) 269-6644. Written comments must be
received no later than 4:30 p.m., on Monday, August 26, 2013.

1
Oral or written comments also may be submitted at a hearing to be held Tuesday,

August 13, 2013, in the East Hearing Room of the i{egulatory Commission of Alaska located at
701 W. 8" Avenue, Suite 300, Anchorage, Alaska.{ The hearing will be held from 9:00 a.m. to
11:00 a.m. and may be extended to accommodate 1".hose present before 10:00 a.m. who did not
have an opportunity to comment. If you are unable to attend the public hearing, you may
participate by teleconference by dialing the toll-free conference call number, 1-800-315-6338.

When asked for the participant PIN code, enter 1003#.

If you are a person with a disability who needs a special accommodation in order to participate in
this process, please contact Bonnie Luther at (907) 269-6620 no later than Friday,
August 9, 2013 to ensure that any necessary accommodations can be provided.

For a copy of the proposed regulation changes, contact the Tax Division at (907) 269-6620 or go
to the Division's Internet website at http://www.tax.alaska.gov.

After the public comment period ends on Monday, August 26, 2013, the Department of
Revenue will either adopt these or other provisions dealing with the same subject, without
further notice, or decide to take no action on them. The language of the final regulations may be
different from that of the proposed regulations. You should comment during the time allowed if
your interests could be affected. Written comments received are public records and are subject
to public inspection.

Statutory Authority: AS 43.05.080; AS 43.55.1 IOE AS 43.55.160.

| Page 3 of 4
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ADDITIONAL REGULATIONS NOTICE INFORMATION
(AS 44.62.190(d))

1. Adopting Agency: Department of Revenue, Tax Division

2. General subject of regulation: Alaska Oil and Gas Production Tax and Oil Surcharge:
Title name change, calculation of production tax values, gross value reductions,
applicability of lease expenditures and determination of excess lease expenditures, order
of applying and subtraction of tax credits, tax credits, payments of estimated taxes, and
categories of a single lease or property.

3. Citation of regulations: 15 AAC 55 sectionsl to be amended or added: 206, 211, 212; 213,
215; 224, 335, 375, 381, 410, 431, 511, 520, anc‘i 815

|
4. Department of Law file number: JU2013200349

5. Reason for the proposed action:

( ) compliance with federal law |

(x) compliance with new or changed state statutes
( ) compliance with court order

(x) development of program standards

( ) other: (please list)

6. Appropriation/Allocation: Tax Division, Revenue Operations

7. Cost of implementation to the state agency and available funding (in thousands of
dollars): No costs are expected in FY 2014 or subsequent years.

Initial Year Subsequent

FY 2014 Years
Operating Cost $__ 0 $ 0
Capital Cost $ 0 $ 0
1002 Federal receipts $ o0 $ 0
1003 General fundmatch  $_ 0| $ o0
1004 General fund $ 0 $ 0
1005 General fund/ |

Program $ 0 $ 0

1037 General fund/

mental health
Other $ 0 $








