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HOUSE RESOURCES COMMITTEE 

T E S T IMONY  OF LAWRENCE L. W ILSON 

April 14, 1976

2d SSHB 803

My name is Lawrence L. Wilson, Ass ociate Tax Counsel, Union 

Oil Company of California. I appreciate the o pportun ity to speak 

to the Committee in connection wi th 2d Sponsor Substi tute for 

House Bill 803.
0

This bill purports to define net income from oil producing 

operations in Alaska and subject it to a 9.4% tax. Such tax 

would become a credit against the State's corporate income tax 

which is computed on all operations of the taxpayer.

2d SSHB 803 w o u l d  introduce new concepts of taxing an oil 

produce r which radically depart from concepts found under the 

regular State corporate income tax structure. The practical 

effect for present oil producers in Alaska would be that the 

regular corporate income tax would be rendered meaningless, and 

the traditional concepts of taxation worked out over decades of 

experience would not be applicable.

A further effect of this new form of taxing income would be 

double taxation on the taxpayer because Alaska would tax the income 

fully and yet the same income would be subjected to tax in other 

states under their apportionment formulas. Union and other 

companies do not object to income taxation by the various states. 

The objection comes when the states, through taxing mechanisms
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such as that contained in 2d SSHB 803, attempt to tax more than 

what adds up to 1001 of the income.

A d o ption of this new form of taxation w o u l d  be in clear 

violat ion of the basic concepts of u niform ity of state taxation 

of multistat e business embraced by Alaska in its adoption of 

the Multistat e Tax Compact of 1970. In adopting the Compact, 

the State decided that it was preferable  to determine the amount 

of income attributable to the A laska operations of a multistate 

business by means of a uniform apportionment formula. Under this 

formula, a portion of the t a x p a y e r’s total income would be 

attributed to the State based on the ratio of property, payroll 

and sales within the State to property, payroll and sales e v e r y­

where. The Compact has served the State well, as indicated in a 

staff "Review of the Multistate Tax Compact" submitted as part of 

Senator Huber's report to the Legislative Council, January 9, 1976. 

Having thus enjoyed the fruits of uniform apportionmen t under the 

Compact, it would now be extremely unfair for the State to abandon 

uniformity in favor of the perceived short-range advantage of 

separately taxing income from oil produ c t i o n  operations in Alaska.

The bill is objectionable in that it fails to properly 

measure net income from oil prod ucing operations. It ignores the 

basic concepts of arriving at not income under the income tax 

provisions of Chapter 20, Title 43 of the Alaska Statutes, which 

concepts have been worked out after decades of experience. The 

bill would formulate a completely new tax base.

The bill is structured in a way to specify a limited class 

of specific deductions with certain of the classes given further

- 2 -
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limited or restricted meanings. Hence, the traditional broader 

view of income taxation which permits as deductions those ordinary 

and n e c e ss ary expenditures of a business to arrive at net income 

has been s acrificed in favor of an ex ceedingly narrow view as to 

what items constitute legitimate deductions. For example, the 

following is a partial list of items which are either excluded as 

a deduction  or it is at best unclear that they fit w i t h i n  a 

category which wil l provide a deduction:

1. ad valorem taxes on producing equipment;

2. lease rentals;

3. interest paid on borrowed capital invested in 

produ c t i o n  facilities or exploratory operations;

4. abandoned or scrapped property;

5. certain mainten ance and repair expenses;

6. cost of abandonment of facilities, such as platforms;

7. fees, licenses, permits, and similar items.

The bill would deny any deduction for depr eciation or 

amorti z a t i o n  of lease acquisition or exploration costs incurred 

before 1974. The bill w ould also deny deductions for depreciation 

of development costs incurred before 1970. To give some p e r­

spective to this, there would be no deduction for costs of d i s­

covering and acquiring interests in the Prudhoe field, there 

would be no deduction for any of the $900 million spent on North 

Slope bonuses, and there would he no deduction for depreciation 

of any of the platforms and related facilities in the Cook Inlet. 

We fail to see any rational basis for excluding these substantial 

c o s t s .

- 3 -
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The bill woul d deny deduction  for research, engineering and 

design costs of facilities necessary to produce oil in Alaska, as 

well as other costs and overhead a t t rib utable to A l a s k a  operations 

simply because such costs are incurred outside the State. This 

is an arbitrary  and unfair d i s t i n c t i o n  which  loses sight of the 

reality that such costs are n e c e s s a r i l y  a part of the investment 

in Alaska. It is somewhat ironic that the State p r e s ently is 

v igilant in seeing that these very same costs are part of the 

Alaska p r o p e r t y  tax base for purposes of the state's 20-mill 

propert y tax.

The bill would require c a p i t a l i z a t i o n  of intangible drilling 

and d evelopmen t costs ( I D C ) , dry hole losses, unsuccessful 

geological and geophysical projects and n o n-variable  operating 

expenses, n o t w i thstan ding that such costs are currently deductible 

for Alaska corporate income tax purposes. This feature of the 

bill alont would in most cases substa n t i a l l y  increase taxes on 

A laska - b a s e d  producers, including the Regional Native c o r p o r a­

tions, as weLl as on the multist ate producers.

The bill contains a formula for d etermini ng what part of 

exploration costs and bonuses is to be a tt ributed to oil. The 

formula is the ratio of the producer's oil value in the preceding 

year to the total valiu of his oil and gas in such preced ing 

year. The formula really has no r e lations hip to costs incurred 

by the taxpayer or to the objective he may have in mind for a 

partic u l a r  exploratory property. In short, the formula is wholly 

arbitrary and can lead to distorted and inequitable results.

- 4 -
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The bill permits a deduction for oil p r o d u c t i o n  taxes but 

limits the ded uction to the net produc t i o n  tax paid after any 

allowance of credit for reserves tax against the pr odu c t i o n  tax. 

The reserves tax can be viewed as a p r e paid produc t i o n  tax since 

it can be used as a credit for the p r o d u c t i o n  tax liability. The 

bill woul d deny a deduction for that part of the reserves tax 

w h e n  used as a credit. Put in perspective, the effect would be 

to deny nearly $500 m i llion of deductions for the Prudhoe field 

p roducers and other producers in Alaska.

The bill permits a d eduction of 25 cents per barrel for 

"general administrative costs." So far as I can determine, the 

term is not a term of art having a definite meaning  nor is it 

defined in the bill. The amount appears to be an arbitrary one 

and, because it is arbitrary, it would  be coincidence if it 

applied equitably to all taxpayers. This is a prime example of 

the n a r r o w  view taken in the bill as contrasted to the broader 

and more traditional view permitting those deductions which are 

the ordinary and necessary expenses of a business to arrive at 

net income from that business.

The bill ostensibly provides for certain loss carryovers but 

these are limited to development and prod uc t i o n  cost deductions 

and then only to the extent that such partic ular deductions 

exceed the total value of the oil at the point where oil is 

valued. This fails to accomplish the basic purpose of loss 

carryovers and carrybacks where such a loss to be carried to a 

future or prior year does not depend on a parti cular deduction 

but, rather, the totality of the deductions.

- 5 -
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The bill wou ld create numerous controversies as to the 

proper interpretation of the stat utory language. Where does 

e xploration cease and d evelopment begin? What costs are variable,

i.e., would not be incurred if p r o d u c t i o n  ceased? What constitutes 

cessation of production ? What are "fair" tra nsp o r t a t i o n  costs?

What is a general a d m i n istrative  cost? All of these questions 

and more w ould u n d o u b t e d l y  require final resolution in the courts 

of this State.

Finally, I w ould  like to say a word about the 9.4% rate of 

tax. As pointed out in my t e s t i m o n y ,„2d SSHB 803 represents a 

radical departure from concepts under the A l a s k a  corporate income 

tax which also has a 9.4% rate of tax. Even under traditional 

concepts of income taxation to arrive at net income, a tax rate 

of 9.4% is one of the highest in the nation. But when the tax 

base is arrived at under a bill such as 2d SSHB 803 and is still 

taxed at the same rate, then the effective rate on true net income 

w ould be substantially  higher than 9.4%. Alaska's present tax 

package on the oil industry, consi dering income, p r o p e r t y  and 

p rodu ction taxes, is already the highest of any oil producing 

state in the nation. It is our b elief that any new taxes or 

increases in existing taxes will work to the de triment of the 

State and its citizens, as well as the oil industry.
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TAXES IN THE EIGHT LARGEST OIL PRODUCING STATES— 1

T ax  As A Percent Of Producer's Share 

______________ Of Oil Revenue______________

■/

Rank In 

Oil Pr oduction

1

2

3

4

5

6

7

8

State

Texas

Louisiana

California

Oklahoma

W y om in g »

N e w  Me x i c o

Kansas

Alaska

-Present Taxes 

A l Cook Inlet 

At Prudhoe Bay

-Dr. T anzer's Proposed Income T a x  

At Prudhoe Bay

-Senator Huber's Proposed Taxes 

At Cook Inlet 

At Prudhoe Bay

Production

  Ta x
(Percent)

4.6

12.5

None

7.0

4.0 

6.5 

Nil

8.J8'
7.7--/

7.73/

9.9^
12.d'

Property

Tax£' _________
(Percent) ( P er ce .')

Total

2.5 

0.4

8.0

Nil

5.5

1.5

4.5

2-5 / 
1.9—/

1.9^/

2.5 . 

1.9s'

7.1

12.9

8.0

7.0

9.5

8.0

4.5

10.8
9.6

9.6

12.4

14.5

M a xi mu m State 

Corporate Income 

T ax  Rates 

(Percent)

None

4 .0

(Louisiana has 38% 

depletion allowance)

9.0

4 . 0

(Okla. Jias 227„ depl

5.0

. 6.75

9.4

9.4

Page 1 of 3

Production, Property, 

and State Income T a x  

as a Percent of 

Producers Share of 

Oil Revenue^' 

(Percent)

7.1

14.2

.)

50.0

50.0

50.0

15.2

19r3- 9 . 3  

9.5 

11.9 

10.1

17.0

48.7

~ h

a/ Disregards nominal conservation and regulatory levies, 

b/ Used estimated industry statewide average except in Aluska. 

c/ Industry average in December 1975.

d/ Assumes 10,000 barrels per well per day of 27° oil at $7.00 per barrel.

e/ Assumes $50 million annual property tax and 1.2 million barrels per day of $7.00 oil.

Assumes 875 barrels per well per day of $4.65 oil, 35° gravity.

£ /  Assumes $7.00 per barrel wellhead price, 12.57. royalty and $0.75 per barrel operating expenses
and depreciation. See page 2 for the calculation of these figures.

PRUDHOE BAY 

With Huber Severance 

With CSSB 295 Severance

u . d j  
11.2-

1.9^
1.9-/

14.5

13.1

9.4
9.4
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TAXES IN THE LARGEST OIL PRODUCING STATES
Page 2 of 3

Production, Property,

Item

A n d  State Income T a x  As A  Combined Percent 

(Dollars Per Barrel)

Prudhoe Bay, Al as ka  Texas Louisiana

of Producer' 

California

a/
's Share of Revenue- 

Oklahoma Wyoming

New

Mexico Kansas

1. We l lh ea d Value

Un de r

Present

Law

$7.00

Un d e r

T a n z e r

Proposal

$7.00 $7.00 $7.00 $7.00 $7.00 $7.00 $7.00 $7.00

2. Royalty (12.5%) .88 .88 .88 .88 .88 .88 .88 .88 .88

3. Producer's Share of Oil Revenue 6.12 6.12 6.12 6.12 6.12 6.12 6.12 6.12 6.12

A. Production T a x ^  

Property Tax^'

.A7 • A7 .28 .76 - .A3 ,2A .A0 -

5. .12 .12 .15 .02 .A9 .3A .09 .28

6. O pe rating Expenses and Depreciation .75 .75 .75 .75 .75 .75 .75 

- 1.35* -
.75 .75

7. Depletion Allowance — —
” 2.33 — — — — — —

8. Subject to State Income Tax A . 78 A . 78 A.9A 2.26 A . 88 Ar9A 3.59 A . 79 A . 88 5.09

9. State Income T a x ^ .A5 2.39 - .09 .AA •1 s • i .2A .3A

10. Production, Property and State 

Income T a x  

-Total (A+5+9) 1.0A 2.98 .A3 .87 .93 r63 . 57 . 58 .73 .62

-Total as Percent of Producer's 

Share of Oil Revenue 17.07. A8.7% 7.1% 1A.27. 15. IX 16 r> % 9. 37. 9.5% 11.9% 10.1%

a/ As suming a wellhead value of $7.00 per barrel and $0.75 per barrel operating expenses and depreciation, 

b/ At the tax rates shown on page 1.

*Note: After this page was prepared we noted that we forgot to take into account the 227. depletion allowance

in Oklahoma.
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TAXES IN THE EIGHT LEADING OIL PRODUCING STATES 

COMBINED ALASKA!! PRODUCTION PROPERTY AND STATE INCOME TAX

AS A PERCENT OF THE COMBINED TAXES IN OTHER STATES Pa8 e 3 of 3

I

_Prudhoe Bay Alaska________________________________ Texas Louisiana California Oklahoma Wyoming H ew Mex ico  Kansas

Huber CSSB 295

Existing Ta n z e r  Severance Severance

T a x es as a % of Producers Share of Oil Revenue:

17.02 48.72  21.42 20.32 7.12 14.22 15.22 I-0.-32 9.37. 9.52 11.92 1 0.12

Al askan T a x e s as a Percent o f T a xes in Other State s (2)

With A l a s k a’s Existing Taxes 2392® 1202 112% 465%- 1827. 1792 1432 1682

With Tanzer Income Tax 636 343 320 -47-3- 524 513 409 482

With Huber Severance Tax 301 151 141 -2-08- 230 2^5 180 212

With CSSB 295 Severance Tax 236 143 134 -1-97- 218 214 171 201

a~. This indicates that existing Alaskan taxes are 2397 of the taxps in the State of Texas —  17.02 •» 7.12 * 2392.

Note: These f i g u r e s  r e f l e c t  t a x e s  o n ly ,  no t  th e  S t a t e  o f  A l a s k a ' s  r o y a l t y  a t  Prudhoe Bay.



Marathon
iMARATHONj I Oil Company

SC Sandusky
Manager Anchorage Division 
Production US S Canada

PO Box 2380 
Anchorage A'aska 99510 
Telephone; 907/2741511

M a r c h  22, 1976

The H o n o ra ble Nels A. Anderson, Jr.
Chairman, House R e s o urce Comm ittee 
A l a s k a  State House of R epresenta tives 
P o u c h  V, State Capitol 
Juneau, A l a s k a  99811

Dear Mr. Anderson:

T hank you for you r letter of March 8, 1976, a d v ising of your 
House Resource C o m m i t t e e  Hearings  on oil and gas legislation.

Because a number of other companie s will be p r e s e n t i n g  w i t­
nesses, we fear that our testi mony wou ld be repetitive. 
Therefore, we do n o t  plan  to testify. It m a y  be, however, 
that there wil l be testi m o n y  p r e s ent ed d u ring the hearings 
w h i c h  we w i s h  to s u pport  or rebut, in which case we would 
ask for time at these or other hearings of your Committee.

We r e s p e c t f u l l y  request, however, that in your d e l i b e r a t i o n s  
concer ning oil and gas taxes, you cons ider the type of 
o perat i o n s  c o n d u c t e d  by our c o m p a n y  in Alaska. We think 
w e've made a p o s i t i v e  c o n t r i b u t i o n  to Alaska and we think 
Alaska has p o t e nti al for continued exploration. But we 
don't have e n ough e x p l o r a t i o n  capital to look everyw h e r e  
there m i g h t  be oil. Obviously, we must explore  w h e r e  the 
yield will be the best. As long as taxes are equal in all 
the places we h a v e  under consideration, they will not be a 
factor. If one area has d i s p r o p o r t i o n a t e l y  high taxes, we 
m u s t  d i s r egard  the area.

We sincerely b e l i e v e  that if such were the case here, the 
State of A l a s k a  and her peopl e would be d e t r i m e n t a l l y  im­
pacted. M a r a t h o n ' s  o p e r a t i o n s  in the Cook Inlet are s i g­
nificant to A l a s k a  in a numbe r of respects. M a r a t h o n  e m­
ploys about 160 p e r m a n e n t  Alaska residents. These are sound 
citizens who m a k e  their homes in Alaska. M a r a t h o n  has 
produced oil in this state on a significant scale since

AGO 5*7412



The Ho norable Nels A. Anderson, Jr. 
M a r c h  22, 1976 
Page Two

1966. W h i l e  there is m u c h  su bjective de bate about some 
types of d e v e l o p m e n t  in the state, we sincerely doubt that 
any serious o b j e c t o r  could say that 'larathon's pr ese n c e  in 
A l a s k a  has been  a n y t h i n g  bu t a real and p o s itive c o n t r i b u­
tion. While m a n y  do n o t  even k n o w  w h e r e  our o p e r a t i o n s  are, 
we and our a sso ciates hav e supplied the natural gas needs of 
the Cit y of A n c h o r a g e  and supply the fuel n e c e s s a r y  for 
electr i c i t y  g e n e r a t i o n  for Alaskans. We have co ntri b u t e d  
32.9 m i l l i o n  d o l l a r s  in taxes and this does not include the 
taxes which  o u r  A l a s k a n  employees pay.

In short, we think we have been good A l a s k a n  citizens, both 
individual and corporate. W e  sincerely urge that you not 
make it d i f f i c u l t  for us to go a bout our business by a d d ing 
to a state tax b urden that a l r e a d y  ranks among the m o s t  
e xpensive in the nation.

Y ours very truly,

SCS/ls



H i ; ;

EiCA ALASKA • . • : -CATIONS, IhC,
PHCNfe S&>6 .40 

JUOTAU, ALASKA l» 6 0 l  

02 02 7 ANCHORAGE AK 197 0 3 - 2 4  1132A AST ' - ^ S &  p--

...

J  UN

PMS f̂ EJ_ S,.A NDER SON

PR 0P0SE0  HOUSE AMD SENATE  B I L L S  CONCERNING TAX I N C RE A SE S

ON OI L  AND GAS DEVELOPMENT THROUGH AN E X C E S S I V E L Y  HIGH NET

PROCEEDS TAX DOUBLING OF THE S E V E RE NC E  TAX L A ND AN E X C E S S

VALUE SURE TAX COULD PROVE D I S A S T R O U S  FOR ALASKA OI L  A NO GAS

DEVELOPMENT FOR YEARS TO COME .  AS A LONG T I ME  ALASKA

R E S I D E N T  AND P R OF ES S I ON AL  B US I NE S S MA N  INVOLVED THROUGHOUT

THE STATE  IN D E S I G N  AND CO NSTR UCT I 0 N ADM I NI STR A T I 0 N 0 F ALL

T Y P E S  OF P R O J E C T S  FOR P R I V A T E  INDUSTRY  AND GOVERNMENT I AM I N T I M A T E L Y

Art AR E OF THE ONGOING A HD S I G N I F I C A N T  I N C R E A S E S  I N LABOR M A T E R I A L S

EQUIPMENT AND B U I L D I N G  COSTS FACED BY THE OIL  AND GAS

INDUSTRY AND BY OTHER I N D U S T R I E S .  AL AS KAS  LACK  OF AN

E X T E N S I V E  SURFACE T R A N S P OR T A T I O N  NETlYORT TOGETHER

WI TH SUB ST A NT I AL Y EA R LY  I N C R E A S E S  I N E XPL OR A T I 0 N A NO

DEVELOPMENT COST S DR A ST I CALL Y ER 00 E THE DE S IR E A B IL I T Y

FOR OIL  ANC GAS PRODUCTION IN ALASKA AS COMPARED TO OTHER

PARTS OF THE WORLD.  I R E S P E C T F U L L Y  REQUEST  THAT THESE  B I L L S

NOT BE PASSED IN T H E I R  PRESENT  FORM.  AN E X C E S S I V E

T AX AT I ON MAY CURT A I L  PR OD UCT I 0 N ALL T O G E T H E R .  F U R T ’ rt THE

PROPOSED E X E MP T I ON  OF NO N-G OVER NME NT ALL  Y OWNED LAND I S  NOT

CONS I ST A NT WI T H FAI R  T A X A T I ON P R I N C I P L E S  AND I URGE

THAT NO N-G OVER NME NT A L L Y  OWNED LANDS NOT BE EXEMPTED

FR DM T HE F I NAL  L E G I S L A T I V E  TAX S T R U C T U R E .

DAVI D G F R I T Z  E X E C U T I V E  V I C E  P R E S I D E N T  K E L L Y  P I T T E L K O  

FR I TZ A MD FORSSE N
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10 April 1976

Post O ffice  Box 1 
Fa irban ks, A laska  9 9 707

A r c j  Code 907 
452-5503 - 452-3571 - 452-5574

Hon. Nels Anderson

Alaska House of Representatives

Juneau, Alaska 99801

Dear Nels:

One of the issues of this legislature that has caught the 

attention of almost everyone is the proposed oil-tax legislation.

I am sure that if it were possible for the legislature to somehow 

capture the response quickly of the electorate, there would be clear 

cut direction for action.

Of course, we don't have that utopian advantage, and perhaps it's 

a good thing because instant mass communication would eliminate the need 

for legislatures. I still like our good old system.

I am concerned, however, along with so many others that the 

legislature is misunderstanding the ethics and morality of the people 

they represent, the people who in good conscience intend its elected 

ones to act wisely and prudently.

In the matter of the proposed oil-tax legislation of which you have 

some direct concern as Chairman of the House Resources Committee, there 

is a growing feeling that the legislature is trying to win something 

without regard to possible consequences down the road.

Nels, I really don't know your stand on this, but I trust you will 

give consideration to the opinions of others statewide. There is an 

overall attitude that the legislature is crowding the industry in an 

untimely way and that imposing heavy restrictions before the industry is 

economically sound in Alaska could bring adverse reactions to the people.

You won't find argument with fair taxation of the industry, but to 

prevent it from growing and developing is to bring abuse upon the State 

in not realizing the benefits it is struggling for.

It is important that the legislature keep in mind that a proper time 

exists for everything. There will be a time when once the oil industry 

is entrenched on a sound economic basis, the legislature will reassess 

the value of returns from its resources and act accordingly. That time 

is not here yet.

You know I have some oil interests, Nels, but ruling them out and 

in good conscience I would have to make the same recommendation to 

oppose the proposed oil-tax legislation.

The people today are weary of "government". Be assured that they 

are looking for legislation that is fair, rational and sensible.

Best regards,

AGO 547415



THE ALASKA MINERS ASSOCIATION
A n c h o r a g e  B r a n c h

Star Route A  - Box 78D 

Anchorage, AK 99507

April 7, 1976

The Honorable Nels A. Anderson, Jr.

Chairman House Resources Committee 

Box 234

Dillingham, AK 99576 

Dear Nels:

Enclosed is a resolution just passed by the Alaska Miners Association on 
the Oil Taxation issue. It looks like the proposals will not pass, but w e  

do want to be on record in opposition to these proposals.

Also enclosed is another and more critical resolution together with a copy 

of a letter to Governor H a m m o n d .  S o m e h o w  w e  must get mining expertise 

into the regulation of the placer mining industry. This resolution is a 
beginning. W e  would appreciate your efforts in drafting legislation on 

this subject.

Sincerely,

C. C. Hawley, Chairman 

Anchorage Branch A M A

ams
cc Governor H a m m o n d  

Charles Towill, BP 

Keith Arnold, A O G A  

Anchorage Times 
Anchorage N e w s
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BE IT R E S O L V E D  BY THE A L A S K A  MINERS ASSOCIATION: t«

WHEREAS, additional oil industry taxation will substantially 

reduce bonus payments at future Native Corporation 

and State of Alaska lease sales; and

WHEREAS, additional e xcessive oil industry taxation by the 

State of Alaska could precipitate Congressional 

action to drastically alter the rights of individual 

states to tax interstate companies; and

W HEREAS, additional oil industry taxation would reduce the 

incentives to explore for new oil fields in the 

State of Alaska, the most promising of the fifty 

United States, and would contribute to o u r  nation's 

tragic increasing dependence on foreign sources; and

WHEREAS, additional oil industry taxation would substantially 

reduce employment opportunities for many Alaskan 

residents; and

W HEREAS, additional taxation of our Natural Resource industries 

is not in the best interests of the State of Alaska or 

our nation;

the Alaska Miners Association strongly urges the Ninth Legislature 

of the State of Alaska to refrain from further consideration of 

those prop o s a l s  advocating additional taxation of the oil industry.
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L e g i s l a t i v e  A f f a i r s  A g e n c y  

R e s e a r c h  D i v i s i o n  

April 13, 1976

2d SSHB  803 

P R O J E C T E D  T A X R E V E N U E  - P R U D H O E  B A Y 

' ( I n  M i l l i o n s  of D o l l a r s )

Y ea r $ 1 0 $13 $ 1 6

1977 6.7 27. 5 48. 3

1978 1 42.4 2 5 4 . 6 3 6 1 . 4

1979 205.1 3 3 7 . 0 4 6 8 . 9

1980 2 19.3 3 5 3 . 8 4 8 8 . 3

1981 222.7 3 5 7 . 2 4 9 1 . 8

1982 2 2 6 . 9 3 6 1 . 5 4 9 6 . 0

1983 2 26.7 3 6 1 . 2 4 9 5 . 8

1984 22 6 . 9 3 6 1 . 4 4 9 6 . 0

1985 2 2 6 . 4 3 6 0 . 9 4 9 5 . 5
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L e g i s l a t i v e  Af'r >rs A g e n c y  

R e s e a r c h  D ivis .1 
April 13, 1976

2d SSHB 803 

P R O J E C T E D  TA X  R E V E N U E  - C O O K  I NLET 

(In M i l l i o n s  jf D o l l a r s)

Y e a r

1977 21.3

1 978 22.0

1 979 22.2

1 980 21.9

1981 20.2

1982 19.2

1983 18.2

1 984 17.6

1985 16.5
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N O T E S  T O  P R O J E C T E D  R E V E N U E  E S T I M A T E S  FOR 2d SSH B  803

P R U D H O E  BAY

T h e  r e v e n u e  e s t i m a t e  is on c a l e n d a r  y e a r  basis an d  w a s  d e v e l o p e d  on 

the f o l l o w i n g  a s s u m p t i o n s :

1. W e  u s e d  the t h r u p u t  f i g u r e s  f r o m  the T a n z e r  Report, on c a l e n d a r  

y e a r  basis. S i n c e  then, n e w  D i v i s i o n  of Oil and Gas e s t i m a t e s  

r e f l e c t  a c e r t a i n  d e l a y  in the c o m p l e t i o n  of the t r a n s p o r t a t i o n  

syst e m .  T h i s  will t a u s e  a l i m i t e d  s h i f t  of e x p e c t e d  r e v e n u e  

f r o m  1977 to c a l e n d a r  1 9 7 8  an d  e a r l y  1979.

2. T r a n s p o r a t i o n  c o s t  as well as o p e r a t i n g  cost f i g u r e s  w e r e

t a k e n  f r o m  the T a n z e r  Report. S i n c e  then ». . . . uined n e w  cos t

f i g u r e s  f o r  t h e  p i p eline. T h e s e  will tend to l o w e r  the r e s p e c t i v e  

w e l l h e a d  v a l u e s  in the c h o s e n  p r i c e  c a t e g o r ie s .  T h e  e s t i m a t e s  

p r e s e n t e d  a r e  thus s l i g h t l y  high.

3. T h e  d e p r e c i a t i o n  e s t i m a t e  is b a s e d  on a 10 y e a r ,  s t r a i g h t  line

d e p r e c i a t i o n  schedule.

4. T h e  s e v e r a n c e  tax d e d u c t i o n  wa s  e s t i m a t e d  by a p p l y i n g  a 7.5 

p e r  c e n t  r a t e  to the r e s p e c t i v e  w e l l h e a d  values.

C O O K  INLET

O p e r a t i n g  r e v e n u e  w a s  d e r i v e d  f r o m  p r o d u c t i o n  d a t a  and p r o j e c t i o n s  

p u b l i s h e d  b y  the D i v i s i o n  of Oil and Gas, a n d  p r i c e  p r o j e c t i o n s  p u b l i s h e d  

by the  D i v i s i o n  of R e search. O t h e r  a s s u m p t i o n s  are:

AGO 547420 _ j.



1. S t r a i g h t  lin e  d e p r e c i a t i o n  b e g i n n i n g  in 1970, but (as the 

l e g i s l a t i o n  s p e c i f i e d )  o n l y  t h os e  a c c r u a l s  a f t e r  1 J a n u a r y  

1977 c o u n t e d ,  and w i t h  a p p o r t i o n m e n t  as b e t w e e n  oil and gas 

b a s e d  on p r o j e c t e d  oil an d  g a s  w e l l h e a d  v a l u e s  p u b l i s h e d  by 

th e  D i v i s i o n  o f  R e search.

2. S e c o n d a r y  r e c o v e r y  and w o r k o v e r  c o s t s  e s t i m a t e d  and t r e a t e d  

as d e v e l o p m e n t  costs.

3. N o  e x p l o r a t i o n  c o s t s  d e d u c t e d.
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NATIONAL COMMITTEE FOR THE ALL-AMERICAN, ALL-ALASKAN GAS PIPELINE

ORGANIZATION FOR THE MANAGEMENT OF ALASKA'S RESOURCES (OMAR)
Box 516 / Anchorage, Alaska 99510
907/278-9615

March 22, 1976

R e p r e s e n t a t i v e  Nels A nderson 
Pouch V
Juneau, Alaska 

Dear Nels:

Please enter the encl osed in your records of the gas line 
h e a r i n g s .

Yours truly,

' - ' i / L  v -< - J * ( M / - * -

B e ver ly lienson 
E x e c u t i v e  Dir ector

B I : lr

A Vital Link in . . .  "P R O JE C T  IN D EP EN D EN C E"
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NATIONAL COMMITTEE FOR THE ALL-AMERICAN, ALL-ALASKAN GAS PIPELINE

H ine i’g y
ORGANIZATION FOR THE MANAGEMENT OF ALASKA'S RESOURCES (OMAR)
Box 516 / Anchorage, Alaska 99510
907/278-9615

R E S O L U T I O N

B E  I T  R E S O L V E D  b y  t h e  u n a n i m o u s  v o t e  o f  D i r e c t o r s  a t t e n d i n g  t h e  

B o a r d  o f  D i r e c t o r s  m e e t i n g  o f  t h e  O r g a n i z a t i o n  f o r  t h e  M a n a g e m e n t  

o f  A l a s k a ' s  R e s o u r c e s ,  a s s e m b l e d  o n  M a r c h  20, 1 9 7 6 ,  i n  A n c h o r a g e ,  

A l a s k a ;  t h a t  T h e  O M A R  ( O r g a n i z a t i o n  f o r  t h e  M a n a g e m e n t  o f  A l a s k a ' s  

R e s o u r c e s )  o p p o s e s  a n y  n e w  o r  a d d i t i o n a l  t a x e s  o n  r e s o u r c e s  o r  t h e  

e x t r a c t i o n ,  o r  p r o c e s s i n g  t h e r e o f ,  f o r  t h e  f o l l o w i n g  r e a s o n s :

1., A l a s k a ' s  p r e s e n t  t a x e s  o n  r e s o u r c e s  a r e  e q u i t a b l e .  T h e y  a r e

c o m p a r a b l e  t o  r e s o u r c e  t a x e s  i n  t h e  o t h e r  s t a t e s .

2. N e w  o r  a d d i t i o n a l  t a x e s  o n  r e s o u r c e s  w i l l  i m p a i r  e f f o r t s  to 

o b t a i n  o i l ,  g a s  a n d  o t h e r  p r o c e s s i n g  f a c i l i t i e s  w i t h i n  t h e  s t a t e .

3. N e w  o r  a d d i t i o n a l  t a x e s  o n  r e s o u r c e s  w i l l  i m p a i r  e f f o r t s  to 

h a v e  a  g a s  p i p e l i n e  b u i l t  a c r o s s  A l a s k a .

4. N e w  o r  a d d i t i o n a l  t a x e s  o n  r e s o u r c e s  w i l l  m a k e  f i n a n c i n g  o f  a

g a s  p i p e l i n e  d i f f i c u l t ,  i f  n o t  i m p o s s i b l e .

5. N e w  o r  a d d i t i o n a l  t a x e s  o n  r e s o u r c e s  w i l l  s e v e r e l y  l i m i t  t h e

a v a i l a b i l i t y  o f  j o b s  a n d  o f  e n e r g y  s o u r c e s  w i t h i n  A l a s k a .

6. N e w  o r  a d d i t i o n a l  t a x e s  o n  r e s o u r c e s  w i l l  d e t e r  e x p l o r a t i o n  

f o r  a n d  d e v e l o p m e n t  o f  o i l ,  g a s  a n d  m i n e r a l s  w i t h i n  A l a s k a .

7. N e w  o r  a d d i t i o n a l  t a x e s  o n  r e s o u r c e s ,  o r  e v e n  p r o p o s a l s  t h e r e f o r ,  

c o n t r i b u t e  t o  e c o n o m i c  a n d  p o l i t i c a l  i n s t a b i l i t y ,  t o  t h e  d e t r i ­

m e n t  o f  a l l  A m e r i c a n s .

8. N e w  o r  a d d i t i o n a l  t a x e s  o n  r e s o u r c e s  w i l l  i m p e d e  e f f o r t s  o f

A l a s k a  N a t i v e  C o r p o r a t i o n s  t o  d e v e l o p  r e s o u r c e s  o n  t h e i r  l a n d s .

P a g e  1 o f  2

S i g n a t u r e s  a t t a c h e d  f o r :

H o m e r  L. B u r r e l l  G e o r g e  R. D a s h

P a u l a  P. E a s l e y  

M u k t u k  M a r s t o n  

E l a i n e  A t w o o d  
B a r t o n  R. V e r n o n  

J o h n  R h o d e s  

G l o r i a  J. T o k a r  

W m .  R .  W o o d  

K a y  M .  L i n t o n

A Vital Link In ..

P. M .  M c C o l l u m

J a m e s  M. C r a w f o r d

R i c h e r d  M. P i t t e n g e r

H .  G l e n z e r  Jr.

R i c h a r d  L. C a t t a n a c h

G e o r g e  E d  S m i t h

R o b e r t  W .  F l e m i n g

R o b e r t  P e n n e y

P .  J. P e n n e y

J. M .  F o o d e  
"PR O JEC T  IN D E P E N D E N C E ^  D ye

T o m  F i n k  

K e l l y  G a y  
L e e  E. F i s h e r  

P h i l i p  G. D e g n a n  

J o h n  C. M o r r i s ,  M . D  

F r a n k  C h a p a d o s  

B e v e r l y  I s e n s o n  

J o h n  C. G a r l a n d
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mmamSA Vital Link in . . .  " P R O JE C T  IN D EPEN D EN C E”

' U § A k § l i  E r a e p g y

ORGANIZATION FOR THE MANAGEMENT OF ALASKA'S RESOURCES (OMAR)
Box 516 / Anchorage, Alaska 99510
907/278-9615

NATIONAL COMMITTEE FOR THE ALL-AMERICAN, ALL-ALASKAN GAS PIPELINE

AGO 547424
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C*fî  ■Vo-*1' ^-ecCsieA .

CAiA io *  ̂ (5 , ) _  L-f^yir^ \zJllso iT j .Assoc. (Cu*tGu<Aja,(

U l v M o A  0 ‘( ^  L_ct. f ^ O c( <(-c5.

CrcAiA ■Vo ''fe-Mntj or* i<\c«*'t V«-a. — V**-A 'Ro»A — Qf  IfuTiQ.

VJav V>J \'Vv\ cVOav- £ l-C£. —  ./ Cffjor** _

VUV S n c ©  — __ / ^ o a * iu./o.G /->'<; c^J '7~f}X  £  cl sc. —  /JfjrtQo  mJ / * /

Z' cj< cf*c. •ftC'i-i ,

/. A  J  LS* I* '* ----

3  / e u K  AV/i/»Wj

u-

$  bk>+ i»r\<A e r' S jprtfXtŝ -J
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