
Prepared by Lisa Weissler, Chief of Staff 
Rep. Josephson’s Office 
4/26/17 
 

HB 111 – House/Senate Major Provisions  
 
Summary: Both versions of HB 111 eliminate purchasable net operating loss credits and shifts to 100% carry-forward of the losses. 
The House version adjusts the tax system to address issues raised by the shift to carry forward losses. The Senate Resources version 
is a complete rewrite primarily focused on reducing the purchasable credit backlog, preventing future cash calls, and not changing 
the current tax system. 
 

CSHB 111(FIN) am ver L.A. SCS CSHB 111(RES) ver C 
- Removes the three year limit on accrual of interest for oil and gas 
delinquent taxes; retains interest at seven percentage points above the 
federal discount rate. 
 
- Repeals North Slope net operating loss credit; companies working in 
Middle Earth would continue to accrue purchasable NOL credits. 
 
- Allows 100% carry forward of North Slope net operating losses.  
 
- Reduces the value of the carried-forward net operating losses by 10% 
each year after seven years. 
 
- Carried forward losses may only be applied against production tax 
obligations generated by the field where the loss accrued (“ring 
fencing”). 
 
- Repeals sliding scale per barrel credit. 
 
- Lowers the tax rate from 35% to 25%. 
 
- Adds 15% bracketed supplemental tax triggered at a production value 
of $60 (approximately $100 per barrel oil price). 
 
- Hardens the minimum floor so no tax credit can bring the tax rate 
below the minimum tax; exemption for sunsetting small producer credit. 
 
- Repeals extra 10% gross value reduction for higher royalty fields. 

- Removes distinction between oil and gas production tax and other 
delinquent taxes; sets interest rate at three percentage points above the 
federal reserve discount rate; removes three year limit. 
 
- Repeals net operating loss credits statewide. 
 
- Allows 100% carry forward of North Slope net operating losses.  
 
- Provides an “uplift” on carried forward net operating losses by increasing 
the value at a rate of 10%, compounded annually, for seven years; the 
uplift does not apply for a producer that had North Slope commercial oil 
or gas production during the calendar year in which the loss was accrued; 
the uplift applies when a producer has production from a North Slope 
lease or property and holds an interest in the lease or property where the 
loss was incurred that accrued the uplift. 
 
- A loss carried forward is applied after deducting lease expenditures 
incurred in the calendar year. 
 
- Hardens the minimum floor for carry-forward net operating losses. 
 
- The small producer credit and the $5 per barrel credit for new oil may be 
used to reduce a tax obligation below the minimum tax, but not below 
zero, including in a year where the sliding scale per barrel credit for “old” 
oil is used; the taxpayer decides the order for use of credits when 
calculating their tax liability. 
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- Repeals third-party assignment of credits. 
 
- Allows certain taxpayer information to be publicly disclosed. 
 
- Adds new information requirements for tax credits and lease 
expenditures. 
 
- Establishes a legislative working group to analyze the Cook Inlet fiscal 
regime. 

- Eliminates the oil and gas tax credit fund for purchase of credits. Credits 
affected by the repeal are: 
 
-- Middle Earth qualified capital expenditure credit, well lease expenditure 
credit, and exploration credit (Cook Inlet is being phased out) 
-- Gas storage facility credit  
-- LNG storage facility credit 
-- Qualified instate oil refinery credit 
 
- The Middle Earth exploration credit is an oil and gas production tax 
credit; the legislation adds that the credit may be applied against a 
company’s corporate income tax obligation. 
 
- The qualified capital expenditure, net operating loss, and well lease 
expenditure credits, and transferable/purchasable tax credit certificates, 
may be applied to satisfy an outstanding tax, interest, penalty, fee, or 
other charge related to production due, including an amount assessed as 
a result of an amended return that has not been subject to an 
administrative proceeding or litigation. 
 
- The gas storage, LNG storage, and refinery credits are corporate income 
tax credits. The credits may be applied against the corporate income tax 
or purchased by appropriation, subject to the following rules: (1) Dept. of 
Revenue may not discriminate among the three credits; (2) DOR must 
grant a preference for Alaska hire; and (3) DOR must ensure the claimant 
has no outstanding liability to the state. 
 
- Credits earned before January 1, 2018 may be purchased by 
appropriation; removes the $70 million cap on cash payments; maintains 
the requirement that only companies producing less than 50,000 barrels 
per day can receive cash payments; maintains Alaska hire preference and 
the restrictions on payments when there is an outstanding liability; and 
removes the partial-value purchase rule. 

 
 
 


