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ORDER ADOPTING CHANGES TO REGULATIONS
OF THE DEPARTMENT OF REVENUE

The attached 16 pages of regulations, dealing with Chapter 05, the Administration of Revenue
Laws, and Chapter 55, the Oil and Gas Production Tax and Oil Surcharge, are adopted and
certified to be a correct copy of the regulation changes that the Department of Revenue adopts
under the authority of AS 43.05.080, AS 43.05.225, AS 43.20.044, AS 43.55.023, AS 43.55.024,
AS 43.55.025, 43.55.028, AS 43.55.030, AS 43.55.075, AS 43.55.110, and Secs. 30, 36, 38, 39,
41, and 42 ch. 3 SSSLA 2017, and after compliance with the Administrative Procedure Act

(AS 44.62), specifically including notice under AS 44.62.190 and 44.62.200 and opportunity 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 Revenue paid special attention to the cost to
private persons of the regulatory action being taken.

The regulation changes adopted under this order take effect January 1, 2018, as provided in
AS 44.62.180.
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Sheldon Fisher /

Commissioner,
Department of Revenue
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FOR DELEGATION OF THE LIEUTENANT GOVERNOR’S AUTHORITY

I, BYRON MALLOTT, LIEUTENANT GOVERNOR OF THE STATE OF ALASKA,
designate the following state employce to perform the Administrative Procedures Act filing
functions of the Office of the Lieutenant Governor:

Claire Richardson, Special Assistant

IN TESTIMONY WHEREOF, I have
signed and affixed the Seal of the State of
Alaska, in Juneau, on January 7™ 2015.

BYRON MALLOTT
LIEUTENANT GOVERNOR
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15 AAC 05.330(a) is amended to read:
(a) Except as otherwise provided in (e) of this section, AS 43.55.020(g) and (h) and
15 AAC 55.830, the quarterly interest rate applicable to a delinquent tax or overpayment of a tax

under AS 43 on or after January 1, 2014, and before January 1, 2018, is the interest rate under

AS 43.05.225(1)(B) as of the first day of each calendar quarter in a calendar year calculated on
an annualized basis by

(1) adding three percentage points to the annual rate charged member banks for
advances by the 12th Federal Reserve District as of the first day of each calendar quarter;

(2) dividing the sum determined under (1) of this subsection by the total number
of days in the calendar year; and

(3) multiplying the quotient determined under (2) of this subsection by the total

number of days in the quarter in which there is a delinquent tax or overpayment of tax.

15 AAC 05.330(b) is amended to read:
(b) Except as otherwise provided in (e) and (f) of this section, delinquent tax consists
only of the balance of unpaid tax on or after December 31, 2013 and does not include any

accrued and unpaid interest the taxpayer owes on that date.

15 AAC 05.330(c) is amended to read:

(c) Except as otherwise provided in (¢) and (f) of this section [FOR PURPOSES OF

THIS SECTION], overpayment of a tax consists only of the balance of tax overpaid on or after

December 31, 2013 and does not include any accrued interest owed to the taxpayer on that date.
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15 AAC 05.330(d) is amended to read:
(d) Except as otherwise provided in (e) of this section, on or after January 1, 2014 and

before January 1, 2018, any accrued and unpaid interest owed by or to a taxpayer as of

December 31, 2013 does not accrue further interest.
N
15 AAC 05.330(e) is repealed and readopted to read:

(¢) For the purposes of this subsection a delinquent tax under AS 43.55 consists of the
balance of unpaid tax on January 1, 2017, including any accrued and unpaid interest the taxpayer
owes on that date. An overpayment of tax under AS 43.55 consists of the balance of the tax
overpaid on January 1, 2017, including any accrued interest owed to the taxpayer on that date.
The interest on a delinquent tax under AS 43.55 or an overpayment of tax under AS 43.55, on or
after January 1, 2017 and before January 1, 2018, shall compound quarterly as of the last day of
the quarter. The interest rate for the applicable period shall be

(1) eight and one-quarter percent for January 1, 2017 through March 31, 2017,

(2) eight and one-half percent for April 1, 2017 through June 30, 2017,

(3) eight and three-quarters percent for July 1, 2017 through September 30, 2017,
and

(4) eight and three-quarters percent for October 1, 2017 through December 31,

2017.

15 AAC 05.330 is amended by adding a new subsection to read:
(f) For the purposes of this subsection a delinquent tax consists of the balance of unpaid

tax on January 1, 2018, including any accrued and unpaid interest the taxpayer owes on that date.
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An overpayment of tax consists of the balance of the tax overpaid on January 1, 2018, including
any accrued interest owed to the taxpayer on that date. Except as otherwise provided in
AS 43.55.020(g) and (h), and 15 AAC 55.830, the interest rate applicable to a delinquent tax or
overpayment of a tax under this title, on or after January 1, 2018 is the interest rate under
AS 43.05.225(1)(C) as of the first day of each calendar quarter in a calendar year calculated on
an annualized basis by

(1) adding five and one-quarter percentage points to the annual rate charged by
members banks for advances by the 12th Federal Reserve District as of the first day of each
calendar quarter, compounded quarterly as of the last day of that quarter;

(2) dividing the sum determined under (1) of this subsection by the total number
of days in the calendar year; and

(3) multiplying the quotient determined under (2) of this subsection by the total
number of days in the quarter in which there is a delinquent tax or overpayment of tax. (Eff.

2/21/2014, Register 209; am 3/1/2017, Register 221;am _/ / / /20/8, Register 22Y)

Authority:  AS 43.05.080 AS 43.05.280 Sec. 36, ch. 3 SSSLA 2017

AS 43.05.225

15 AAC 05.340(2) is amended to read:

(2) 15 AAC 05.330(e), as the provisions of that subsection read on

December 31, 2017, (Eff. 3/1/2017, Register 221; am _/ /1 /208 , Register 22Y )

Authority:  AS 43.05.080 Sec. 38, ch. 4 4SSLA 2016 Sec. 36, ch. 3 SSSLA 2017
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15 AAC 55.305(a) is amended to read:
(a) A producer may apply a tax credit as allowed by law only against the specified type of
tax liability. A producer may not apply a tax credit against a penalty or interest, except for as

provided in (¢) of this section for interest associated with an additional amount of tax

due when filing an amended return and any self-reported penalty.

15 AAC 55.305 is amended by adding a new subsection to read:

(c) A producer reporting an additional amount of tax due and associated interest from the
tax levied by AS 43.55.011(e) for oil or gas produced in a prior year in an amended return filed
with the department before the department has issued an assessment for the tax levied by
AS 43.55.011(e) for oil or gas produced in that prior year may carryback a tax credit under
AS 43.55.023 or 43.55.025 or a tax credit certificate under AS 43.55.023 or 43.55.025 for
application against the additional amount of tax and associated interest. A producer reporting a
penalty associated with the tax levied by AS 43.55.011(e) before the department has issued an
assessment for the penalty may carryback a tax credit under AS 43.55.023 or 43.55.025 or a tax
credit certificate under AS 43.55.023 or 43.55.025 for application against the penalty. If a
producer uses a tax credit under AS 43.55.023 or AS 43.55.02% tax credit certificate under
AS 43.55.023 or AS 43.55.025 to satisfy a self-reported penalty, the producer must specity the
amount of the credit being applied to the self-reported penalty. The amount of a tax credit under
AS 43.55.023 or 43.55.025 or the amount of a tax credit certificate under AS 43.55.023 or
43.55.025 that the producer may carryback for application against the additional amount due for

that prior year is limited to the additional amount of tax and associated interest and any self-

4
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reported penalty. The percentage limitation in AS 43.55.023(e) for a tax credit certificate is
inapplicable when a producer carries back a tax credit certificate under AS 43.55.023(e) against
the additional amount of tax due for a prior year. For a producer that elected to apply the tax
credit in AS 43.55.024(j) in the prior year, the amount of a tax credit under AS 43.55.023 or
43.55.025 or the amount of a tax credit certificate under AS 43.55.023 or 43.55.025 that the
producer may carryback for application against the additional amount of tax due for that prior
year is limited to the amount of the tax credit under AS 43.55.023 or 43.55.025 or tax credit
certificate under AS 43.55.023 or 43.55.025 that would reduce the tax liability under

AS 43.55.011(e) for that prior year to the amount in AS 43.55.011(f) as provided in

15 AAC 55.335(g). A producer that elected to apply the tax credit in AS 43.55.024(j) in that
prior year may, in its amended return reporting the additional amount of tax, withdraw the
producer's application of all or a portion of tax credit in AS 43.55.024(j) in order to carryback a
tax credit under AS 43.55.023 or 43.55.025 or a tax credit certificate under AS 43.55.023 or
43.55.025 for application against the additional amount of tax provided no claim for refund
would result and no assessment has been issued by the department for the prior year and the
carryback is consistent with 15 AAC 55.335(g) if only a portion of the tax credit in

AS 43.55.024(j) is withdrawn. No claim for refund may be requested by a producer carrying
back a tax credit under ASNSHS.O23 or 43.55.025 or a tax credit certificate under AS 43.55.023 or
43.55.025 for application against the additional amount of tax, associated interest for that prior
year, or a self-reported penalty. The department may issue a notice and demand for payment,
including interest, not later than six years after the date the producer files an amended return that

carries back a tax credit under AS 43.55.023 or 43.55.025 or a tax credit certificate under

AS 43.55.023 or 43.55.025 if the department reduces the amount of the tax credit under
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AS 43.55.023 or 43.55.025 or tax credit certificate under AS 43.55.023 or 43.55.025 following
an audit of the tax credit claim to which the tax credit or tax credit certificate relates. A producer
may carryforward any excess amount of a tax credit or tax credit certificate if the producer
overstated the additional amount of a tax, associated interest, or self-reported penalty, due in its
amended return that carried back a tax credit under AS 43.55.023 or 43.55.025 or tax credit
certificate under AS 43.55.023 or 43.55.025.

(d) The following examples illustrate (c) of this section:

Example 1. Producer A has a tax credit under AS 43.55.023(b) in Year 6 due to an annual
loss in Year 5. In Year 7, Producer A is required under AS 43.55.075(b) to file amended returns
for Year 2 and Year 3 reporting additional tax and associated interest due to a decision of a
regulatory agency that results in a retroactive change to costs of transportation that has a
corresponding increase on the production tax value of oil produced in Year 2 and Year 3. The

oF assessment
department has not issued a noticeind demand for payment for oil and gas produced by
Producer A in Year 2 and Year 3 when Producer A files the amended return in Year 7. Producer
A 1in its amended return filed in Year 7 for oil and gas produced in Year 2 and Year 3 may
carryback the tax credit under AS 43.55.023 from Year 6 against the additional amount of tax
and associated interest due in Year 2 and Year 3.

Example 2. The facts are the same as in Example 1 except the department has determined
in Year 10 after an audit that the annual loss in Year 5 for Producer A was a lower amount than
claimed in Producer's original return for Year 5. The amount of the tax credit under

AS 43.55.023(b) in Year 6 is correspondingly reduced. Producer A overstated its tax credit under

AS 43.55.023(b) that it carried back in its amended return for Year 2 and Year 3. The department

6
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issues a notice and demand for payment for Year 3 to account for the reduction in the tax credit
after the audit in Year 10.

Example 3. The facts are the same as in Example 1 except Producer A in Year 6
purchased a tax credit certificate under AS 43.55.023 from Explorer B. The department has
determined in Year 10 after an audit that the annual loss in Year 5 from Explorer B for a tax
credit issued as a carried-forward annual loss under AS 43.55.023(b) was a lower amount than
claimed in Explorer B's application for the tax credit certificate. The department issues a notice
of assessment and demand for payment pursuant to AS 43.55.023(g) to Explorer B. The
department does not issue a demand for payment to Producer A despite the reduction in the tax
credit certificate.

Example 4. The facts are the same as in Example 1 except Producer A in Year 8 realizes
that it overstated the additional tax and associated interest due in its amended return for Year 3
filed in Year 7. Producer A files an amended return for Year 3 to correct its error. Producer A
carried back an excess amount of its tax credit under AS 43 55.023(b) in Year 6 against its
amended return in Year 7 for Year 3. Producer A may not request a refund of the excess tax
credit in its amended return filed in Year 8. The department will adjust the tax credit to reflect
the additional amount of tax credit available due to the decrease in tax.

Example 5. The facts are the same as in Example 1 except Producer A filed its original
return late for Year 3. Producer A realizes its failure before the department issues a notice of
assessment and demand for payment for the failure to file penalty under AS 43.05.220. Producer
A in its amended return for Year 7 includes a self-report of the penalty. Producer A may
carryback the tax credit under AS 43.55.023 to apply against its self-reported penalty. (Eff.

5/3/2007, Register 182; am 10/21/2009, Register 192; am _| /{ /2018, Register 22.%)
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Authority:  AS 43.05.080 AS 43.55.024 AS 43.55.075
AS 43.55.011 AS 43.55.025 AS 43.55.110
AS 43.55.023 AS 43.55.030

15 AAC 55.315(a) is amended to read:

(a) Except as provided in 15 AAC 55.305, a [A] carried-forward annual loss tax credit

under AS 43.55.023(b), as the provisions of that subsection read before January 1, 2018,

may not be applied against a tax liability for the calendar year in which the adjusted lease
expenditures on which the credit is based are incurred.

(Eff. 5/3/2007, Register 182; am 3/1/2017, Register 221;am _/ // /2018 , Register 22¢)

Authority:  AS 43.05.080 AS 43.55.110 Sec. 39, ch. 3 SSSLA 2017

AS 43.05.023 AS 43.55.160

15 AAC 55.351(d) is amended to read:

(d) This section applies to exploration expenditures for work performed after June 30,
2008 and before July 1, 2016, and to seismic exploration expenditures for work performed before
July 1, 2003, except that exploration expenditures for work conducted outside of the Cook Inlet
sedimentary basin and south of 68 degrees North latitude must be incurred for work performed

(1) after June 30, 2008 and before January 1, 2022 for a tax credit under

AS 43.55.025(a)(1), (2). or (3);
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(2) after June 30, 2008 and before January 1, 2018 for a tax credit under

AS 43.55.025(a)(4); [,] or

(3) as provided in (e) of this section.

(Eff. 12/25/2009, Register 192; am 3/1/2017, Register 221;am _/ / /] /2018 , Register 22Y)

Authority:  AS 43.05.080 AS 43.55.025 AS 43.55.110

15 AAC 55.356(e) is amended to read:

(e) If the department determines that all data required to be submitted to the Department
of Natural Resources under AS 43.55.025 have been submitted, and, except for a credit under
AS 43.55.025(k), after the six-month application period in AS 43.55.025(f) has expired, the
department will issue one or more production tax credit certificates for the qualified expenditures

allowed under AS 43.55.025. A conditional tax credit certificate issued under

AS 43.55.025(q) expires on the date the department denies the application for a production

tax credit certificate under AS 43.55.025(f) or the date the department issues the

production tax credit certificate under AS 43.55.025(f). The department will issue a

conditional tax credit certificate under AS 43.55.025(q) on and after July 1, 2017 for an

application for a tax credit certificate under AS 43.55.025(f) for exploration expenditures

incurred before July 1, 2017 if

(1) the application is submitted to the department on or after July 1, 2017;

(2) the applicant requests a conditional tax credit certificate for an

application submitted before July 1, 2017 and the department has not

(A) denied the application; or

8]
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(B) issued a production tax credit certificate under AS 43.55.025(f).

15 AAC 55.356(g) is amended to read:

(g) This section applies to exploration expenditures for work performed after June 30,
2008 and before July 1, 2016, and to seismic exploration expenditures under AS 43.55.025(k) for
work performed before July 1, 2003, except that exploration expenditures for work conducted
outside of the Cook Inlet sedimentary basin and south of 68 degrees North latitude must be
incurred for work performed

(1) after June 30, 2008 and before January 1, 2022 for a tax credit under

AS 43.55.025(a)(1). (2), or (3):

(2) after June 30, 2008 and before January 1, 2018 for a tax credit under

AS 43.55.025(a)(4); [,] or

(3) as provided in (h) of this section.

(Eff. 12/25/2009, Register 192; am 3/1/2017, Register 221;am _/ / / /29(8 , Register 22)

Authority:  AS 43.05.080 AS 43.55.025 AS 43.55.110

15 AAC 55.360(a)(2) is amended to read:

(2) AS 43.55.025(a)(1) - (4), in effect on July 1, 2008, qualified exploration
expenditures are the reasonably required direct costs for work performed on a particular
exploration well or seismic or other geophysical exploration project after June 30, 2008, and
before July 1, 2016, or on a particular seismic exploration project before July 1, 2003, except that

exploration expenditures for work conducted outside of the Cook Inlet sedimentary basin and
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south of 68 degrees North latitude must be incurred for work performed after June 30, 2008 and

before

(A) January 1, 2022 for a tax credit under AS 43.55.025(a)(1). (2), or

(3); or
(B) January 1, 2018 for a tax credit under AS 43.55.025(a)(4);

15 AAC 55.360(f)(2)(B) is amended to read:
(B) do not include expenditures to abandon or suspend a well; this
subparagraph does not affect the treatment as qualified exploration expenditures of
expenses required for abandonment of a dry hole within 18 months after the date the well

was spudded as provided in AS 43.55.025(b)(3)(D) [AS 43.55.025(B)(2)(D)]. (Eff.

5/3/2007, Register 182; am 12/25/2009, Register 192; am 3/1/2017, Register 221; am
/] /20(8 , Register 22.%)

Authority:  AS 43.05.080 AS 43.55.025 AS 43.55.110
CCCPublisker: Mo change to editorn Dotes Cor ISAA $5.300) | SArC S5 305, I TARCSS 30 o
Editor's note: The subject matter of 15 AAC 55.360 was formerly located at 15 AAC 55230, ° A4« 55:825)

The history note-for-15-AAC-55.360-does not reflect-the-history-of the-earlier section.

15 AAC 55.365 is amended by adding a new subsection to read:
(e) On or after January 1, 2018, a tax credit certificate for a tax credit under
AS 43.55.023(b), as the provisions of that subsection read before January 1, 2018, may be

assigned in the same manner as provided under AS 43.55.029 for a tax credit certificate for a tax

B
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credit under AS 43.55.023(a) or (/), or 43.55.025(a). (Eff. 5/3/2007, Register 182; am

] /] /2018 Register 22¢)

Authority:  AS 43.05.080 AS 43.55.025 Sec. 39, ch. 3 SSSLA 2017

AS 43.55.023 AS 43.55.110

Editor's note: The subject matter of 15 AAC 55.365 was formerly located at 15 AAC 55.235.

The history note for 15 AAC 55.365 does not reflect the history of the earlier section.

15 AAC 55.370(c) is amended to read:
(c) Except for a tax credit based on an expenditure for seismic exploration under

AS 43.55.025(k)_or except as provided in 15 AAC 55.305,

(1) the earliest calendar year for which a production tax credit under
AS 43.55.025 may be applied against the tax liability of the producer that incurred the
exploration expenditure on which the tax credit is based is the calendar year in which the
exploration expenditure was incurred,

(2) subject to the department's later issuance of a production tax credit certificate
covering the amount of the tax credit, the producer may apply the tax credit before the certificate

is 1ssued.

15 AAC 55.370(d) is amended to read:

(d) Except as provided in 15 AAC 55.305, the [THE] earliest calendar year for which a
»

4
production tax credit under AS43.55.025
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(1) that is based on an expenditure for seismic exploration under
AS 43.55.025(k) may be applied against the tax liability of the producer that incurred the
expenditure is the calendar year in which the production tax credit certificate is issued,;

(2) may be applied against the tax liability of a transferee of the production tax

certificate is the calendar year in which the effective date of the transfer of the certificate occurs.

15 AAC 55.370(e) is amended to read:
(e) A production tax credit certificate does not accrue interest, and except for application

against a [PRODUCTION] tax liability as provided in this section_or as provided in 15 AAC

55.305 for an additional amount of tax, associated interest, or a self-reported penalty, may

not be used in payment of any tax or other amount owed. A production tax credit certificate

for exploration expenditures incurred for work performed on or after July 1, 2016 may be

applied against the tax levied by AS 43.20.011(e) by the producer or explorer that incurred

the expenditures for the production tax credit certificate. (Eff. 5/3/2007, Register 182; am

12/25/2009, Register 192;am _/ / / /20& , Register 229)

Authority:  AS 43.05.080 AS 43.55.025 AS 43.55.110

AS 43.20.044

Editor's note: The subject matter of 15 AAC 55.370 was formerly located at 15 AAC 55.240.

The history note for 15 AAC 55.370 does not reflect the history of the earlier section.

15 AAC 55.525(h)(2) is amended to read:
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(2) for each subsequent calendar year, all applications for purchase received from
a prior year will be paid in accordance with the applicable statutes and provisions of this section
prior to considering applications in that subsequent calendar year; applications will be prioritized
based upon
(A) first, the year in which the application for purchase of the tax credit

certificate, the conditional tax credit certificate, or portion of a [THE] certificate was

received; and

(B) second, the percentage of resident workers in the applicant's

workforce;

15 AAC 55.525(h)(3) is amended to read:

(3) an application must include a certification that the explorer's or producer's
operation in the state or its ownership of an interest in a lease or property in the state is not for
the purpose of dividing a single entity into multiple explorer or producer entities for the purpose
of increasing the amount of tax credits that might be eligible for purchase in any calendar year

and that no entity, including affiliates may receive more than $70 million in cash purchases;

15 AAC 55.525 is amended by adding new subsections to read:

(/) Except as provided in (m) of this section, the department may purchase tax credit
certificates issued under AS 43.55.023 or 43.55.025 only if the tax credit underlying the
certificate was

(1) earned for activity occurring before July 1, 2017; and

(2) the expenditures for that activity were expenditures incurred before July 1,

2017.
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(m) Notwithstanding the provisions of (/) of this section, in addition to the limitations in
AS 43.55.028, as the provisions of that section read before July 28, 2017, and the regulations in
this chapter implementing that statute, the department may purchase no more than one half of the
amount of a tax credit certificate under AS 43.55.023(d) issued for a tax credit under
AS 43.55.023(b), as the provisions of that subsection read before January 1, 2018, for lease

expenditures incurred in 2017. (Eff. 3/1/2017, Register 221;am _/ / / /20(¢, Register 22¢/)

Authority:  AS 43.05.080 AS 43.55.025 AS 43.55.110
AS 43.55.023 AS 43.55.028 Sec. 38, ch 3 SSSLA 2017

Editor's note: The subject matter of 15 AAC 55.525 was formerly located at 15 AAC 55.325.

The history note for 15 AAC 55.525 does not reflect the history of the earlier section.

15 AAC 55.800(a)(9) is amended to read:

(9) 15 AAC 55.290 - 15 AAC 55.315(a), except 15 AAC 55.305(a) and (¢) and

15 AAC 55.315(a), as amended effective January 1, 2018, whicl?a;)ly retroactively to

July 28, 2017;

15 AAC 55.800(a)(11) is amended to read:
(11) 15 AAC 55.345 - 15 AAC 55.355, except 15 AAC 55.351(d) [AND (E),] as

amended effective March 1, 2017 and as amended effective January 1, 2018, and

15 AAC 55.351(e) as adopted effective March 1, 2017;
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15 AAC 55.800(a)(12) is amended to read:

(12) 15 AAC55.370 - 15 AAC 55.380, except 15 AAC 55.370(c), (d). and (e) as

amended effective January 1, 2018 whieh%gplv retroactively to July 28, 2017, and

15 AAC 55.375(a) and (c), as amended effective March 1, 2017,

15 AAC 55.800(m)(11) is amended to read:

(11) 15 AAC 55.525, except 15 AAC 55.525(h)(2), (), and (m) as amended

effective January 1, 2018 wh—'rcl?gplv retroactively to Julv 1, 2017;

15 AAC 55.800 is amended by adding new subsection to read:

(0) 15 AAC 55.356(e) as amended effective January 1, 2018 applies retroactively to
July 1, 2017; (Eff. 5/3/2007, Register 182; am 10/21/2009, Register 192; am 2/27/2010, Register
193; am 4/30/2010, Register 194; am 12/4/2010, Register 196; am 3/1/2017, Register 221; am

1 /) /201¢ , Register 22Y)

Authority:  AS 43.05.080 Sec. 72, ch. 1 SSSLA 2007 Sec. 41, ch. 3 SSSLA 2017

AS 43.55.110 Sec. 38, ch. 4 4SSLA 2016  Sec. 42, ch. 3 SSSLA 2017

Sec. 37, ch. 2 TSSLA 2006

16



MEMORANDUM

To:  The Honorable Byron Mallott
Lieutenant Governor

N
From: Susan R. Pollardcj@\

Chief Assistant Attorney General

and Regulations Attorney

Legislation and Regulations Section

Date:

File No.:

Tel. No.:

State of Alaska

Department of Law
November 28, 2017
JU2017200517
465-3600
Department of Revenue Regulations:

15 AAC 05, 55: Tax Division: Oil
and Gas Production Tax and Oil

We have reviewed the attached Department of Revenue regulations to implement
changes to 15 AAC 55, the oil and gas production tax regulations, against the statutory standards
of the Administrative Procedure Act. Based upon our review, we find no legal problems. This
memorandum constitutes the written statement of approval under AS 44.62.060(b) and (c) that
authorizes your office to file the attached regulations. Please note the effective date of January I,

2018.

The regulations were adopted by the Department of Revenue after the close of the public
comment period. The public notice and the November 27, 2017 adoption order both state that
this action is not expected to require an increased appropriation. Therefore, a fiscal note under
AS 44.62.195 is not required. We have made some technical corrections to conform the
regulations in accordance with AS 44.62.125. The corrections are shown on the attached copy of

the regulations.

SRP

cc w/enc: (via email)

Hon. Sheldon Fisher, Commissioner
Department of Revenue

Dan DeBartolo, Regulations Contact
Department of Revenue

Ken Alper, Director
Tax Division
Department of Revenue

John M. Larsen
Tax Division
Department of Revenue

Mary Hunter-Gramling, Assistant Attorney General
Natural Resources Section



NOTICE OF
PROPOSED CHANGES ON OIL & GAS PRODUCTION TAX IN THE REGULATIONS
OF THE DEPARTMENT OF REVENUE

BRIEF DESCRIPTION: The Department of Revenue proposes to change regulations affecting
the oil and gas production tax to implement ch. 3, SSSLA 2017 (HB 111). The regulations relate
to interest for delinquent taxes and overpayments, limitations on purchases of certain tax credit
certificates, conditional tax credit certificates, changes in the applicability of tax credits,
incorporation of transitional language to implement certain statutes, and conforming and
clarifying changes affecting the oil and gas production tax.

The Department of Revenue proposes to adopt regulation changes in Title 15, Chapters 05 and
55 of the Alaska Administrative Code, dealing with the administration of revenues and the oil
and gas production tax, including the following:

(1) 15 AAC 05.330. Assessment and collection, is proposed to be changed as follows: the
proposed amendments implement statutory changes regarding the compounding of
interest and the periods to which that compounding applies. Conforming amendments to
this section are also proposed.

2) 15 AAC 05.340. Retroactive application of regulations, is proposed to be changed as
follows: the changes clarify retroactivity periods.

3) 15 AAC 55.305. Application of tax credits, is proposed to be changed as follows: the
proposed amendment adds a new subsection to clarify the applicability of a tax credit or
tax credit certificate under AS 43.55.023 or 43.55.025 against a tax liability under
AS 43.55.011(e), including associated interest, in an amended return filed by the
taxpayer.

4) 15 AAC 55.315. Carried-forward annual loss credits, is proposed to be changed as
follows: the proposed amendments conform to the changes to the applicability of a
carried-forward annual loss credit under AS 43.55.023(b).

%) 15 AAC 55.351. Alternative tax credit for exploration expenditures for work
performed after June 30, 2008, and for certain seismic exploration work performed
before July 1, 2003, and 15 AAC 55.360. Qualified exploration expenditures, are
proposed to be changed as follows: the proposed amendments make changes to conform
to AS 43.55.025.

(6) 15 AAC 55.356. Alternative oil and gas exploration tax credit claim for expenditures
for work performed after June 30, 2008, and for certain seismic exploration work
performed before July 1, 2003, is proposed to be changed as follows: the proposed
amendments provide for conditional tax credit certificates for certain expenditures that
may be eligible, but have not yet received a production tax credit certificate and other
changes to conform to AS 43.55.025.

(7) 15 AAC 55.365. Transfer of a transferable tax credit certificate or production tax
credit certificate, is proposed to be changed as follows: the proposed amendment adds a
new subsection to allow for the assignment of a carried-forward annual loss credit earned
in 2017.



Department of Revenue Notice of Proposed Regulations

same subject, without further notice, or decide to take no action. The language of the final
regulations may be different from that of the proposed regulations. As some of the statutes that
are the subject of these proposed regulations have an effective date of January 1, 2018 it is the
aim of the Department to have the regulations in effect on January 1, 20187, as well. However, if
the regulations are not in effect at that time the Department will include regulatory provisions to
specify that certain regulations are to be retroactive to January 1, 2018. 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 43.55.110.
Statutes Being Implemented, Interpreted, or Made Specific: AS 43.05.225; AS 43.20.044;
AS 43.55.023; AS 43.55.025; AS 43.55.028; AS 43.55.029; ch. 3, SSSLA 2017.

Fiscal Information: The proposed regulation changes are not expected to require an increased
appropriation.

DATE: September 27, 2017 /s/ Ken Alper
Anchorage, Alaska Ken Alper

Director, Tax Division
(907) 269-6620

Page 3 of 3



ADDITIONAL REGULATIONS NOTICE INFORMATION
[AS 44.62.190(d)]

1. Adopting Agency: Department of Revenue, Tax Division

2. General subject of regulation: Administration of Revenue Laws: the calculation of
interest for delinquent taxes and overpayments, limitations on the purchases of tax credit
certificates, creation of a conditional tax credit certificate for certain exploration
expenditures, changes to how tax credits may be applied, incorporating transitional
language for certain statutes, and conforming and clarifying changes related to recent
legislation affecting the oil and gas production tax and definitions.

3. Citation of regulations: 15 AAC 05 sections to be amended or added: 330, 340; 15 AAC
55 sections to be amended or added: 305, 315, 351, 356, 360, 365, 370, 525, and 800.

4. Department of Law file number: JU2017200517

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. Estimated annual cost to comply with the proposed action to:

A private person: *

Another state agency: $0. The department does not expect additional costs to any other

state agency.

A municipality: *

“** The department is not able to make a numeric estimate based on information available
to it. However, the department does not expect that any private person or municipality would
incur additional costs beyond re-programming of computer systems that may be necessary to
comply with the proposed regulations.

8. Cost of implementation to the state agency and available funding (in thousands of dollars):
No costs are expected in FY 2017 or subsequent years.

Initial Year Subsequent
FY 2017 Years
Operating Cost $ 0 $ 0

Capital Cost $ 0 $ 0



AFFIDAVIT OF NOTICE OF PROPOSED REGULATION
AND FURNISHING OF ADDITIONAL INFORMATION

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

As required by AS 44.62.190, notice of the proposed adoption of changes to Chapters 05 and 55
of the Alaska Administrative Code; 15 AAC 05.330: dealing with the compounding of interest
and the periods to which that compounding applies; 15 AAC 05.340: dealing with retroactive
application of regulations; 15 AAC 55.305: dealing with the applicability of a tax credit
certificate under AS 43.55.023 and AS 43.55.025 against a tax liability under AS 43.55.011(e);
15 AAC 55.315: dealing carried-forward annual losses under AS 43.55.023(b); 15 AAC 55.351:
dealing with conforming changes to AS 43.55.025; 15 AAC 55.356: dealing with conditional tax
credit certificates; 15 AAC 55.360: dealing with conforming changes for qualified exploration
expenditures; 15 AAC 55.365: dealing with the assignment of a carried-forward annual loss
earned in 2017; 15 AAC 55.370: dealing with tax credit certificates earned under AS 43.55 that
may be applied against a tax levied under AS 43.20.011(e); 15 AAC 55.525: dealing with
limitations on cash purchases of certain tax credit certificates; and 15 AAC 55.800: dealing with
retroactive application of regulations; has been given by being

(1) published in a newspaper or trade publication;

(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 regulation;

(5) furnished electronically to incumbent State of Alaska legislators;

(6) furnished to the Legislative Affairs Agency, Division of 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 regulation, to the
Legislative Affairs Agency, the chair of the Finance Committee of the Alaska
Senate and House of Representatives, the Administrative Regulation Review
Committee, and the legislative council.

As required by AS 44.62.190, additional regulation notice information regarding the proposed
adoption of the regulation changes described above has been furnished to interested persons and
those in (5) and (6) of the list above. The additional regulation notice information also has been
posted on the Alaska Online Public Notice System.



Date: %VM‘V j/( .Za/lz

Subscribed and sworn to before me at
" / R1 ,/ 2017
(date)

AL, e

C}(Mﬁ M. Larsen, Audit Master

An ahmm_ga _Maska

O@“L/ Ké’ /L(/P’

on

Notary Public in and for the State of Alaska

STATE OF ALASKA SR
NOTARY PUBLIC .
K. Fletcher ‘\nj

My Commission Expires with office,




AFFIDAVIT OF ORAL HEARING

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

On Tuesday, October 17, 2017, at 9:00 a.m., in the East Hearing Conference Room of the
Regulatory Commission of Alaska, 701 W. 8" Ave., Suite 300, Anchorage, Alaska, I presided
over a public hearing held under AS 44.62.210 for the purpose of taking testimony in connection
with the adoption of changes to Chapters 05 and 55 of the Alaska Administrative Code; 15 AAC
05.330: dealing with the compounding of interest and the periods to which that compounding
applies; 15 AAC 05.340: dealing with retroactive application of regulations; 15 AAC 55.305:
dealing with the applicability of a tax credit certificate under AS 43.55.023 and AS 43.55.025
against a tax liability under AS 43.55.011(e); 15 AAC 55.315: dealing carried-forward annual
losses under AS 43.55.023(b); 15 AAC 55.351: dealing with conforming changes to AS
43.55.025; 15 AAC 55.356: dealing with conditional tax credit certificates; 15 AAC 55.360:
dealing with conforming changes for qualified exploration expenditures; 15 AAC 55.365:
dealing with the assignment of a carried-forward annual loss earned in 2017; 15 AAC 55.370:
dealing with tax credit certificates earned under AS 43.55 that may be applied against a tax
levied under AS 43.20.011(e); 15 AAC 55.525: dealing with limitations on cash purchases of
certain tax credit certificates; and 15 AAC 55.800: dealing with retroactive application of
regulations.

Date: MM&“‘J!’/ g{, 2’/7’

AL e —

.@hﬁ M. Larsen, Audit Master

Subscribed and sworn to before me at A n (;L\o racg,é; Alaslea on

(/21 017
O o feow

/(date)'
Notary Public in and for the State of Alaska

STATE OF ALASKA —rq
NOTARY PUBLIC { 3
K. Fletcher

My Commission Expires with office.




AFFIDAVIT OF AGENCY RECORD OF PUBLIC COMMENT

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

In compliance with AS 44.62.215, the Department of Revenue has kept a record of its use or
rejection of factual or other substantive information that was submitted in writing as public
comment and that was relevant to the accuracy, coverage, or other aspect of the Department of
Revenue's regulations on proposed changes to Title 15, Chapter 05 Administration of Revenue

Laws and Chapter 55 Oil and Gas Production Tax and Oil Surcharge.
Date: ,/Z{/m A&f 2 / 2&7/?'

%{S@n Audlt Master

Subscribed and sworn to before me at A ")W Vdg’&, A As kcc on

12l [2o017

(datef
Notary Public in and for the State of Alaska

STATE OF ALASKA b
NOTARY PUBLIC
K. Fletcher ST

My Commission Expires with office.
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AFFIDAVIT OF PUBLICATION

STATE OF ALASKA
THIRD JUDICIAL DISTRICT

Joleesa Stepetin

being first duly sworn on oath deposes and
says that he/she is a representative of the
Alaska Dispatch News, a daily newspaper.
That said newspaper has been approved
by the Third Judicial Court, Anchorage,
Alaska, and it now and has been published
in the English ianguage continualiy as a
daily newspaper in Anchorage, Alaska, and
it is now and during all said time was
printed in an office maintained at the
aforesaid place of publication of said
newspaper. That the annexed is a copy of
an advertisement as it was published in
regular issues (and not in supplemental
form) of said newspaper on

September 28, 2017

and that such newspaper was regularly
distributed to its subscribers during all of
said period. That the full amount of the fee
charged for the foregoing publication is not
in excess of the rate charged private
individuals.

Signed

Subscribed and sworn to before me

this 28th day of §eptember. 2017
Duduiy Jendsm

Notary Public in and for

The State of Alaska.

Third Division

Anchorage, Alaska

MY COMMISSION EXPIRES

2{/-_257/ W

Notary Pubilc ‘
DRITNEY L. THOMPSON

siote of Alaska

o B b 23, 2019

P

My Commission Expires Fe
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| J Publisheg: September 28 901~ 0y

NOTICE OF
PROPOSED CHANGES ON OIl. & GAS PRODUCTION TAX IN THE
REGULATIONS OF THE DEPARTMENT OF REVENUE

BRIEF  DESCRIPTION: The Department of Revenue roposes to
change regulations affecting the oil and gas production tax to
implement “ch. 3, SSSLA 2077 (HB 111). The re%uatlons relate to
interest for delinquent taxes ‘and overpayments, limitations on
purcaases of certain tax credit certificates. conditional tax credit
certificates, changes in the a plicabllity of tax credits, Incorporation of
transitional’ lan uage to implement certain statutes, and conforming
and clarifying changes affecting the oil and gas production tax.

The Department of Revenue 0praposes to ad%)t regulation changes in
Title 15, Chapters 05 and 55 of the Alaska Ad inistrative Code, dealing
with the administration of revenues and the oil and gas production tax;
including the following:

(1) 15 AAC 05.330. Assessment and collection, is proposed
to be changed as follows: the pro?osed ame%dr%%nts
Implement statutory charttgas reﬁardlng- he compoundinﬁ of
interest and the periods to which that compounding applies.
Conforming amendments to this section are also proposed.

2) 15 AAC 05.340, Retroactive application of regulations,
is proposed to be changed as %‘l’lows: the changes clarify
retroactivity periods.

(3 15 AAC 55.305. Application of tax credits, is proposed to
be changed as follows: the proposed amendment adds a new
subsection to clarify the aBPncabllig/ of a tax credit or tax
credit certificate under AS 43,55.028 or 43.55.025 against a
tax ty under AS 43.55.011(e), including assoclated
interest, In an amended return filed by the taxpayer.

4 15 AAC 55.315. carrled-forward fnnual loss credits, is
ap;?gndmenéocogf%m? t{gn %dc éas esog%hse: a th?icagﬁﬂeoosfe g
N,
carried-forward annual loss credit ugnder AS 43.2?.023(!)).

(5) 15 AAC 55.351. Alternative tax credit for exploration
expogdlturu for work after June gO, 2008
an r certain seismic exploration work

re July 1, 2003, and 15 AAC ss.zgg. Qual
exlploraﬁon expendlfun‘;, are proposed to be changed as

:gl stgé tgse &gposed amendments make changes to conform

(6) 15 AAC 55,356, Alternative oll an expl on tax
credit claim for expenditures Pv’vorl? mmd
afte 0, 2008, and for certain seismic exploration

work performcd re July 1, 2003, is proposed to

changed as follows; the proposed amendments provide ‘for
conditional tax credit certificates for certain expenditures that
may be e%lglgfemgtngave not yet received a production tax

credit ce other changes to conform to AS
43.55.025,

7) 15 AAC 55.365. Transfer of a transferable tax cred
certifi ro tax it ¢ cate, is

proposed to b‘e’rch'a’ngt?c;l ggg)'l'lows th cmrg sed amendment
: the
adc@ a new subsection to allow for the asglgrrx’t%ent of a carried-

language of the finaj / e no acti

A egulations may be giffa £, The
Hrome semp“'%géa;é%ﬁé tIAsoniotEG of the statute;s éﬁan:tafr?%et hsiltb %fctt%?
IS the aim of the n‘é"t@'ﬁ%’ff’e"?ﬁ% L

anuary 1
lations iR' e'ffegt1 %ﬁvt
a %rt\g arep ?g& l? effect
si0
e to January 1, %1%9

could be affecteq me allowed If your nterests
and are subject to pub ?’n'éﬁ'éc‘t’%,',‘.me"'s received are’ public records

Statutory Authority: As 43.05.080; AS 43.55.110.

43.05.225: A 5 Jribiemented, Jteroreted, or Made ,
43.55.029; ch. 3, 525‘%&‘30‘}9;.43.55_023' AS 43.55.025; AS 2&;&'&%;435
Fiscal

formation: 7
expected to require an :ncr'éaese%’%‘;’;ﬁiggr;g%%%'f’“°" changes are not

DATE: September 27,2017
Anchorage, Alaska
/s/ Ken Alper
Ken Alper 1
Dir
ect{%r ;I;a;(‘%lvlslon
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T 5.370. Applying production tax credit
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