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ORDER ADOPTrNG CHANGES TO REGULATIONS OF DEPARTMENT OF NATURAL 

RESOURCES 

The attached 14 pages of regulations, dealing with net profit share leasing, administrative updates, and 

exploration incentive credits are adopted and certified to be a correct copy of the regulation changes that 

the Depa11ment of Natural Resources adopts under the authority of AS 38.05.020 and after compliance 

with the Administrative Procedure Act (AS 44.62), specifically including notice under AS 44.62.190 and 

44.62.200 and opp01tunity for public comment under AS 44.62.210. 

This action is not expected to require an increased appropriation. 

In considering public comments, the Department of Natural Resources paid special attention to the cost to 

private persons of the regulatory action being taken. 

The regulation changes adopted under this order take effect on the 301h day after they have been filed by 

the lieutenant governor, as provided in AS 44.62.180. 

Date: 5-Q4- 2¢11-

Commissione1 

laska Depaitment of Natural Resources 

FILING CERTIFICATION 

I, Byron Mallott, Lieutenant Governor for the State of Alaska, certify that on ---"~=:\-~---

2017, at \ \ 'O \J .m, I filed the attached regulations according to the provisi ns o 

- 44.62.120. • 

Effective: 

Register: 

Allt.'}usf {0 1 'd!>t1 . 

12 3 Oc.i-o b er 'lD 17 
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Title 11, Alaska Administrative Code,- C hs-pter 93, Dispositfon of RoyalqL.Oil,~as, or Gas 

-biquids 

11 AAC 03.040 is amended to read: 

11 AAC 03.040. Notification to royalty board. If the commissioner intends to waive 
.f.ht. C. (>tv\ r11 t.SS f(.;)l\t,,.. 

competitive bid,fpg will notify the Alaska Royalty Oil and Gas Development Advisory Board by 

having a copy of the proposed written determination delivered personally, sent by electronic 

mail with return receipt or sent by certified mail.s to each member of the royalty board. (Eff. 
((( Publ1$ 1-ur: rnirov,shov '" oll') 

12/12/80, Register 76; ~ 8' / / 0 1:io17, iggist~ 22.3 ) hr~ '"°""I no~~ tVo 6 c>ld /no 
UV'oltt '•~< t:t m R i\) 

Authority: AS 38.05.020 AS 38.05.18:3 a..,Dl L9 ,~ ,L.e,,., )1 

Title 11, Alaska Administrative Cetle;-Cliapter 83, Oil and Gas Leasing 

11 AAC 83.241(a) is amended to read: 

11AAC83.241. Production tax lease allowan~) The production tax lease 

allowance for purposes of 11 AAC 83.240(b) is the greater of zero or the amount calcu]ated by 

subtracting the tax credits, if any, under {b) of this section from the production tax before 

credits. The production tax before credits is-ildinC!d ~e greater of the foJlowing two 

amounts: 
"~ +'-':S Paf'o.Jiap)\ 

(1) the sum of either (A) or <Bl, depending on the month of production, and 
pa. r<111.3 r~*' h 
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(A) For a month before S~feMbtr- '2017. the monthly production tax 

net revenue under (c) of this section multiplied by the net profit deductibility factor under 

( e) of this section multiplied by 

2014;or 

(i) 22.5 percent, for a month before July 2007; 

(ii) 25 percent, for a month after June 2007 and before January ,_ ,, 
+.eWl~ r 

a~ b~l-ol'<.. Sef 2017 

/' 
(iii) 35 percent, for a month after December 2013; [ nD 2! 

J:or a (n Ooll'I ~~ + 
(B)'~fter 13._..,v.'> 2017. 35 percent multiplied bv the amount 

~ oF +k1s svb ('a'"•.Jr•fh 
resultine from subtractin!? (ii) from (i'fr 

(i) the net profit deductibilitv factor under (e) of this section 

multiplied by the amount resulting from subtracting the rovaltv payments 
C12.lcvi.ke1 IN\du-

under 11 AAC 83.242 and the amounts d~e~ i11 paragraphs (1) and (2) 

under (c) of this section from the production revenue under 11 AAC 83.222; 

(ii) for oil and gas that meet one or more criteria in@ - ......,,,,... 
t t" CU Ip f hal- Q t' l 4 ...g stl 

~3.55.160(0 an~ave not expired"1nder AS 43.55.160(0, 0.2 multiplied bv 

the lessee's producti.on revenue under 11 AAC 83.222 generated from that oil 

and gas net of the corresponding rovaltv payments under 11 AAC 83.242 

multiplied bv the net credit augmentation rate under (0(1) of this sectio~ a.~ol 

JQ the lease-allocated tax based on price index under (d) of this section; 

(2) the product of 

2 
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(A) the percentage rate that would be applicable under AS 43.55.01 l(f)(l ) <>r(f) (i) 

[-- (~if the phrase "calendar year" were replaced by the phrase «month of production," 

based on the average spot price du.ring the month as calculated under 15 AAC 55.171 (m) 

for ANS; and 

(B) the production revenue under 11 AAC 83 .222 less the royalty owed to 

the state under 11 AAC 83.242. 

11 AAC 83.24l(b) is amended to read: 

-1-1: A.<\C 83.241 . Produttio:a taJi lease allev.-eBee.S<_ 

7-. F H"u par"'1'"h. Fo, ~ °'6""ti?J 
(b) The tax credits for purposes of(a) of this section are ~~o~..::..:~~~!..:..:...~------

( I) for a month before 5.,ef-•mbtr-2017, the product of ~A:fter ) 
"'CC£ lower" cQ.rc )) 

A 2017 the minimum of the roduction tax before credits under a of this 
. F +1-." p ,.,Q~r" ph 

section and the amount resulting from the product of (A) and (C)~ 
0 

(A) the fraction obtained by dividing the amount of oil and gas in Btu-

equivalents produced by the lessee from the NPSL during the month and taxable under 

AS 43.55.01 l(e), by the amount of Btu-equivalents of oil and gas produced by the lessee 

statewide during the month and taxable under AS 43.55.01 l(e); [ANDJ 

(B) 1/ 12 of the maximum amount of the tax credit for the calendar year 

calculated under AS 43.55.024(c)(l) or (2), as applicable, but substituting in that 

calculation the lessee's average amount of oil and gas in Btu-equivalents, as defined in 11 

AAC 83.295, produced a da statewide during the month and taxable under 

43.55.01 l(e), for the lessee's average amount of oil and gas in BTU equivalent barrels, as 

3 
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de.fined in AS 43 .55 .900, produced a day statewide during the calendar year and taxable 

under AS 43.55.01 l(e); 

(C) the product of the net credit augmentation rate under (0(2) of this 

section and 1/12 of the maximum amount of the tax credit for the calendar vear 

calculated under AS 43.55.024(c)(l) or (2), as applicable, but substituting in that 

calculation the lessee's average amount of oil and gas in Btu-equivalents, as defined 

in 11 AAC 83.295, produced a day statewide during the month and tax.able under 

AS 43.55.0ll(e), for the lessee's average amount of oil and gas in BTU equivalent 

barrels, as defined in AS 43.55.900, produced a d ay sta tewide during the calendar 

year and taxable under AS 43.55.0ll{e); 

(2) for a month after December 20l3 and before Januarv 2017. the amount 
tn~ c.t""~caPo.is v"fld~r ~oE H11s ec1cv rs.oh 

resultin from~ub ara ra b A . For a month after December 2016 and before 

ear.: • . f '~t!J) 

(A) the product of $5 and the number of barrels, if any, of oil, other than 

"~"' state royalty oil, that is produced from the NPSL during the monili'that meets one or 

more of the criteria in AS 43.55.160(f); 

CB) the product of $5 and the number of barrels, if any, of oil, other 
q:a:I 

than state rovalty oil, that is produced from the NPSL during the montl{'that meets 
4-\.\..t- cu +o •1-\4+ gi l aNJ ,.,r 

one or more of the criteria in AS 43.55.160 and'have not ex ired'\mder 

43.55.160(f); 

4 
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(C) tbe production tax before credits under (a) of this section less the 

amount resulting from paragraph (1) of this subsection; 

(D) the product of the net credit augmentation rate under (0(2) of this 

section, $5, and tbe number of barrels, if any, of oil, other than the state rovaltv oil, 

that is produced from the NPSL during the month that meets one or more criteria 
t r.at- 4S fo t .11.t o il 4,,..4 t d 

in AS 43.55.160(Q a~ave not expirelunder AS 43.55.160(0. 

(3) for a month after December 2013 and before Seefe!Ylbe~ 2017, the smaller 
oF +l\r .. fctf4.~ Nth. For a ~Mh I of- Hu~ fQrt:ljl'o.t''1 

and C . ter 2017 the sma1ler o and C : 
0.. (((low ~ c .ue) +n, aeeve•s ~l,.,l.1-c.,,f vY\eltf 

(A) the product of the number of barrels, if any, of oil, other than state 

royalty oil, that is produced from the NPSL during the month that does not meet any of 

the criteria in AS 43.55. I 60(f) and the dollar per barrel amount that would be applicable 

under AS 43..55.024(j)(l)- (9) , if the phrase ".average gross value at the point of 

production" were replaced by the phrase "NPSL production revenue W1der 11 AAC 

83.222 attributable to oil other than state royalty oil, divided by the number of barrels of 

oil, other than state royalty oil, produced from the NPSL";~ 

(B) the product of the net credit augmentation rate under (Q(2) of this 

section, the number of barrels, if any, of oil, other than state royaltv oil, produced 

from the NPSL durin the month that does not meet an of the criteria in 

1 43.55.160 and the dollar er barrel amount that would be a licable unde 

43.55.024(j)(l) - (9), if the phrase "average gross value at the point of production" 

were replaced bv the phrase "NPSL production revenue under 11 AAC 83.222 

5 
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attributable to oil other than state rovaltv oil, divided bv the number of barrels of 

oil, other than state rovaltv oiJ, produced from the NPSL"; an~ 

.(Q the greater of zero, or the following amount: 

A minus B minus C, where 

"A" equals the greater of the amounts calculated under (a)( l ) and (2) of 

this section; 

"B" equals the total amount of tax credits under ( 1) and (2) of this 

subsection; and 

"C" equals the amount calculated under (a)(2) of this section. 

11 AAC 83.241(c) is amended to read: 

11 A.AC 83.241. P roduction tax lease alJ9waace .e_ 

(c) For purposes of 11 AAC 83.209(b) and (a) ofthis section, the monthly production tax 

net revenue equals the lessee's production revenue under 11 AAC 83.222 net of the lessee's 

royalty payments under 11 AAC 83.242, except that for a month after December 2013, the 

lessee's production revenue under 11 AAC 83.222 net of the lessee's royalty payments under 11 

AAC 83.242 is only for purposes of (a) of this section multipl ied by 0.8 for oil and gas that 
tbs.!" ti:' to -t»•t oil .... c1 9.S 

meet one or more of the criteria in AS 43.55.160(f) .:::.an=-dlb=;.::a..:...ve.;....:..:n_,._ot.::...e;:;:x.:.c.:.::..;:;.;;~=::.:.,r._., 

43.55.160(0 less the following amounts: 

(l) the lessee's direct operating costs during the month under 11 AAC 83.240, 

excluding the production tax lease allowance under (a) of this section and abandonment costs 

6 
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allowed under 11 AAC 83.240(e); however, if the NPSL is within a unit subject to@ 
--~~~~~~~~~~~~~~~~~~~~--------

.c; 3. 55. 165 G), for purposes of the calculation under this paragraph the lessee's direct operating 

costs during the month are replaced by one-ninth of the lessee's direct operating costs during the 

period April I , 2006, through December 31, 2006, multiplied by the following factor: 

(A) 1.03 for a month in 2007; 

(B) 1.061 for a month in 2008; 

(C) 1.093 for a month in 2009; and 

(2) the lessee's development costs under 11 A.AC 83.219 incurred during the 

month less the product of $.30 multiplied by the amount of the lessee's working interest Btu-

equivalents of oil and gas produced from the NPSL during the month, including any overriding 

royalty share of oil and gas but not including the state's royalty share of oil or gas. 

11 AAC 83.241 is amended by adding a new subsection to read: 

11AAC83.241. Production tax lease allowance. 

(f) For the purposes of 

(1) subsection (a) of this section,> 

C(A) the development account beginning debit balance less the monthly 

production tax net revenue under ( c) of this section, if any, is positive; or 

) if the month of production is before..5epkMbe( 2017; 

entation rate is e ual to 1 for ~ mont .0therwise, the ) 
0 (<.J. l o 1o1<1l'C4 .k ")) 

net credit augmentation rate is calculated according to the following formula: 

7 
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NCAR = 1 I (1 - (.35 * NPR)), where 

"NCAR" equals the net credit augmentation rate; and 

"NPR" equals the net profit share defined in the lease expressed as a fixed 

percentage of the net profit payment account. 
, 

(2) subsection (b) of this section,~ 

<(A) the development account beginning debit balance less the monthly 

production tax net revenue under ( c) of this section, if any, is positive;~ 

<(B)if the month of production is before Ser~W\/oer_ 2017;J 

<cC)the production tax before credits under (a) of this section is no greater 

than the amount resulting from (a)(2), 

"" he net credit augmentation rate is equal to I for ~ mont1• 0'therwise, the ) 
C ((( lower cosc}) 

net credit augmentation rate is calculated according to the following fonnula: NCAR = 1 

I (I - (.35 * NPR)):T (Cc. 00 bole())) 
c 

CCEtr. 2/ 13/2010, Register 193; am 1/9/2014, Register 209; 3alP ~ / /0 / 2.oq , Re!?ister 
,J..4$ -

'2-'l3 ) 

Authority: AS 38.05.020 AS 38.05. 180 

11 AAC 83.245(g) is amended to read: 

11 A..~C S3.24S. Reparting and p.tymeet retteireme0 ts P--

(g) Not later than May 14, 2010, each lessee shall file amended NPSL reports under this 
rndr~I, 

section covering each month after 2006 for which an item described in (b)(l) - (5) of this section 

8 
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is affected by the retroactive application of a provision listed in 11 AAC 83.290, as that section 

r ead on ~~~\A.sf 10,. , 2017. 

(Eff. 11 19179, Register 72; am 8/15/82, ~egister 83; am 2/13/2010, Register 193; am 

1/9/2014, Register 209; am g t 10 I jD/] , Register 2Z1 ) 

Authority: AS 38.05.020 AS 38.05.180 

Anchorage office of the Department o 1ral Resources, Division of Oil and Gas, 550 West 7th 

(c p b 1, s lvJ'• A)() c i-i~".1 l, 1-o 
r can be found on the department's website at l v - )) 

ed '·J.or :it (\afe.. J 

A.uthet·ity: AS 38.05.020 AS 38.05.180 

11 AAC 83.250(a) is amended to read: 

i-t-tb\C 83.2;:,0. Lessee p1 ot~(a) A lessee who disagrees with and wishes to protest 

the commissioner's redetermination issued under 11 AAC 83.247, shall file a written protest with 

the department. To preserve the lessee's rights and to receive consideration by the department, 

this written protest must 

(1) be filed within 60 days after the [MAILING] date of the department's notice of 

redetermination with which the lessee disagrees or is aggrieved; 

(2) be mailed, electronically mailed, or personally delivered to: Office of the 

Commissioner, Alaska Department of Natural Resources, 550 W. 7111 Avenue, Suite 1400, 

9 
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Anchorage, AK 99501.orDNRappeals@alaska.gov [P.O. BOX M, JUNEAU, ALASKA 

99811 ). 

(3) state what action by the department it is that the lessee is protesting and \vhat 

relief the lessee seeks; 

( 4) state the grounds for the lessee' s protest, including the facts (if any) at issue, 

the legal authority (statutes, regulations and case law), and any generally accepted accounting 

principles that support the lessee's protest; 

(5) state whether the lessee wants an informal conference or waives its right to an 

infonnal conference in favor of a formal hearing. CC!.. "'" b.-ld )")) 
'f:::-----.J 

(Eff. 1119179, Register 72; am 2/13/2010, Register 193;JUU 8 I 10 /:J.Ct1 . ~!£re.. 

22.3 ) 

Authority: AS 38.05.020 AS 38.05.180 

11 AAC 83.255(b) is amended to read: 

11 AAC 83.255. Fel"mal heating~ 

(b) A lessee's request to continue its protest at a formal hearing a fter the department has 

acted on the conference officer's recommendation regarding that protest must 
?tr•o>"l411~ 

(1) be mailed, electronically mailed, or~ delivered to: Office of the 

Commissioner, Alaska Department of Natural Resources, 550 W. 71h Avenue, Suite 1400, 

Anchorage, AK 99501.orDNRheariogs@alaska.gov [P.O. BOX M , JUNEAU, ALASKA 

998 11}; 

10 
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(2) state the nature of the lessee's continuing protest and the relief sought; 

(3) state the grounds for the lessee's protest, including the facts (if any) remaining 

at issue, the legal authority (statutes, regulations, or case law) and any generally accepted 

accounting principles that support the lessee's protest. 

Authority: AS 38.05.020 AS 38.05.180 

11 AAC 83.290 is amended to read: 

11 AAC 83.290. Retroactive application of regulations. (a) Except as othenvise 

provided, the [THE] following provisions apply retroactively to April 1, 2006: 

(l) 11 AAC 83.209(b) 

(2) 11 AAC 83.212(b)(2); 

(3) 11 AAC 83.220; 

(4) 11 AAC 83.240(b)(4)(B); 

/~ l,S. p._i.Pf 
(5) 1 t AAC 83.24l(a)-W: except as amended effective f>rv= JO , 2017; 

(b) The provisions of 11 AAC 83.241(b)(2)(B) and 11AAC83.24l(c), as amended 

effective , 2017, apply retroactively to January 1, 201~ ~ (c£ na ~olcl 111 

<{Eff. 2/13/2010, Register 193; am 1/9/2014, Register 209; Y' ~ I (0 1~'7 ·~ 

Authority: AS 38.05.020 

AS 38.05.180 

11 

Sec 72, ch. l, 
SSSLA 2007 

Sec 38, ch. 4, 

Sec 41, ch. 4, 
4 SSLA2016 
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4 SSLA 2016 

Tmrli, Alaska Administrntfre Code, Cbaptez 8~, Exploration lneentive Credit. -9-

l l AAC 89.010 is repealed: 

11 AAC 89.010. Applicability; purpose. Repealed. (Eff. 9/22/95, Register 135; 
E;--((( Pvbl1..sl.u: T l--rovJ h• vt no bol"', 

"" I -1• • I J .... ~ J ~,.,JJ.r))I 
t,e~taLe.d g I {O / JO'l , 8t¢stet '2Z 3 ) ' ·o v ..,~ ....,, re. ,ote. ~"' "4 ~·a ~ 

SAO 33, eb. 4, 
4S8LA 2616 .9-

11 AAC 89.015 is repealed: 

A£ 4109010 AS 41 09 02().:r-

11 AAC 89.015. E ligible project. Repealed. (Eff. 9/22/95, Register 135; repealed 

?J I (O t 3.0fZ, Register '2.Z. 3 ) 

Authority: s~e 33, eh. 4, AS 4L.09.010 AS 41.09.028 
4 SSLA 201& e-

11 AAC 89.017 is repealed: 

11 AAC 89.017. Application. Repealed. (Eff. 9/22/95, Register 135; repealed 

~ 11 O I ~Ol7, Register· 2 Z 3 ) 

A:etharity: See JJ, di. 4, AS 41.09.010 Ag 41.09.020 
4 SSLA 2016 --e.-

11 AAC 89.020 is repealed: 

11 AAC 89.020. Grant of maximum credit. Repealed. (Eff. 9/22/95, Register 135; 

repealed ~ 110 I )OC7 , Register 2.2.J ) 

12 
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Autherity· See 33, eh. 4, AS 41.09.010 AS 41 09,020 
. 4-SSLA 201& 

11 AAC 89.030 is repealed: 

11 AAC 89.030. Inspection; report. Repealed. (Eff. 9122195, Register 135; \JRt3l,ed._ 

8 /10 I ~Ol 1. R~gister 2 t. S ) 

Authority: Sec 33, ch. 4, AS 41.09.0lO AS 41.09.020 -
4SSLA2016 

11 AAC 89.040 is repealed: 

11 AAC 89.04Q. Extension and adjustment of maximum credit. Repealed. (Eff. 

9122195, Register 135; repealed ~ I /O I ~17, Register Z'Zl ) 

Atttherif3' : Sec 33, th. 4, 
4SSLA™6-

11 AAC 89.050 is repealed: 

AS 41.09.010 AS41.09~ 

11AAC89.050. Allocation; assignment. Repealed. (Eff. 9122195, Register 135; 

Authority: AS 41.09.010 AS 41.09.020 

11 AAC 89.060 is repealed: 

11 AAC 89.060. Audit. Repealed. (Eff. 9/22/95, Register 135; reoealcd 8 / / O I ~017 , 
..VC>CS 

&;.aj.sJ~r 2 'ZJ ) 

A.utborii3' : Sec 33, ch. 4, 
I 4 SSLA 2916 c-

AS 38.05.035 AS 41.09.GZO 

13 
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AS 41.09.010 AS 41.09.090 

11 AAC 89.090 is repealed: 

11 AAC 89.090. Supplementation and correction of data. Repealed. (Eff. 9122195, 

Register 135; cr.P£alvl ~ / /0 I :J.oq , fug~ter '2.2] ) 

AHtherity: See 33, ch. 4, 
4 SSLA 2616 

11 AAC 89.990 is repealed: 

AS 4 l.09 010 AS 41.69.090 

AS 41.09.020 <? 

11 AAC 89.990. Definitions. Repealed. (Eff. 9/22/95, Register 135; regeal&!_ 

~ I JD !U> I} , R,e~JEf 223 ) 

Aa tbo1 ity. See 33, eh. 4, 
4 SSLA 2616 

14 

AS 41.09.01-0 A.S 4l.Q9.090 

--AS 41.09.020 


