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The Petroleum Production Tax (PPT) legislation currently under consideration by the State 
Legislature is part an agreement between the sponsor group (BP, ExxonMobil A Cone xPhKlips) 
which oovers fiscal terms for both oil and gas. The agreement represents a finely balanced 
package that will support the producers strategy to develop the massive oil and gas resources on 
the North Slope. It is a big milestone in delivering that strategy to the futi 're of oil and gas m 
Alaska. Any further tax increase will jeopardize that future.

Polntc to consider -

• The Governor end producers have worked well over a year to reach this finely balanced 
agreement. Please don! moss this up.

• Alaska has abundant natural resources, but they are challenged by cost and geography

• The producers are working hard to apply Innovative technologies to bring Alaska's oil and 
gas resources to energy consumers.

• These investments mean jobs for Alaskans and revenue for the state.

• But those Investments won! happen If Alaska has a weak investment climate

• Alaska's fiscal policies should encourage investment and focus on growing the pie rather 
than taking an increased share of a shrinking pie.

• The rules of the game need to be dear and lasting. Big investments won! happen If 
taxes are too high, or If the rules can be changed once investments are made.

• We are on the brink of something very big: a fiscal contract that creates a healthy oil and 
gas business for generations to come.

• This delicately balanced legislation can help deliver that future, and I support this 
legislation as drafted because it enables a gas project to move ahead

• New developments like the Ooguruk needed royalty relief to move forward, but also 
require Infrastructure of the majors The existing business must be healthy to provide this 
sort of development opportunity.

• Alaska’s oil bualness must be healthy for gas to work.

JfxT is Gilbert 
9201 Main Tree Or. 
Anchorage, AK. 99507

And

35290 King Salmon Ave. 
Funny River. mK.
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T H E  AJLL1AMCE
... fir rMpoaHNi If Alattrt Oil, In  • Mloaral

HOUSE-SENATE RESL’JRCES TESTIMONY. 1 
On House Bill 488 -  Senate Bill 305 

February 2», 2006

Mr. Chairman, thank you for this opportunity to comment on Senate Bill 305 avid House 
BUI 488. My name is Paul Laird, and I'm the general manager of the Alaska Support 
Industry Alliance.

As a trade organization representing companies and Individuals that provide goodE and 
services for Alaska’s oil. gas and minerals Industries, we know first-hand the critical role 
that investments in oil and gas ex loratfon and development play in sustaining our 
members' businesses. As Alaskans, we also know the critical role they play in the future 
of our state's economy.

We're encouraged by the tax credite and annual allowance contained in these bills, 
because we believe they will achieve their goal of stimulating new investments both in 
developing known oR and gas resources and in finding new ones.

To the extent that this legislation could represent a critical step toward providing the 
fiscal stability and predictability Investors will need in order to build a multibillion-dollar 
gas project, we're encouraged by that, too.

But the Alliance is also deeply concerned about the prospect of a 31 billion annual tax 
increase on the industry that's already providing about 90% of Alaska's state revenues 
and the potential Impacts on Alaska's competitiveness and its ability to attract the 
investments that are our state's lifeblood.

We're also concerned about extracting another $1 billion a year from the private sector 
in order to provide even greater funding to a state government that's already projecting a 
31 .2  billion budget surplus in the short term, that's growing at a disturbing rata and that 
stU) hea no fiscal plan for managing excess funds during the good times or balancing the 
budget when times are lean.

Thie legislation la very complex, and it has historic implications not only for our industry, 
but for our state. We. like you, are still working to fully understand the implications to 
future Investments, and thereby, to the economic futur > of Alaska.

As you consider how to ensure that Alaska gets its "fair share' of the profits from oil and 
gas production, which effectively means more money to grow the size of state 
government, the Alienee's 400 member organizations and the more than 30,000 
employees who work for them in Alaska urge you to also consider what effect this 
legislation will have on growing Alaska's economy, and on Alaskans getting our fair 
share of the private sector jobs and business opportunities that w il only come through 
new 08 and gas investments.

ALASKA SUPPORT INDUSTRY ALLIANCE
360 W. Benson Blvd., Suits 200 • Anchorage, Alaska 99503 • Phone: (007) 563-2226 • Fax: (907) 561-88V y • www.alaskaalllance.com

http://www.alaskaalllance.com


Senator Wagoner,

Enclosed is my testimony on SB 305 Saturday

For a small Independent Oil Company, it is critical that the S73M deduction stays in the bill along with the tax 
credits and the ability to sell them.

Jim Weeks, a partner and the CEO of Ultrastar and Winstar may come to Juneau and testify as a stake holder 
While there, he mav stop in and see you. He is a former Arco excutive with extensive experience on the slope

John Winther



TH A N K  YOU FOR T H E O PPO R TU N ITY  TO TESTIFY  ON SB 305.

FOR TH E RECO RD , MY NA M E IS JOHN W INTH ER AND I RESIDE IN 
PETERSBURG.

MY PRIM ARY BU SINESS IS FISHING, BUT I AM ASLO AN O W N E R  O F T W O  
IN D EPEN D EN T OIL CO M PA N IES T H A T  O W N A C R EA G E ON T H E NORTH 
SLOPE W ITH HOPES OF BECO M ING A PRODUCER.

IN 1997, DA LE LINDSEY, M Y SELF A N D  SEVERA L O TH ERS FO U N D ED  
W INSTA R PETRO LEU M  IN 1997. W E SUCESSFULLY BID ON LEASES 
TO TA LIN G  A B O U T  20,000 ACRES OVER THE N EX T SEV ERA L YEARS.

IN 2002 DALE LINDSEY, JIM W EEKS AND I STA RTED  A N O TH ER  CO M PA N Y  
CA LLED  U N LTR A STA R  EXPLORATION . WE C U RREN TLY  HO LD 4700 ACRES 
NORTH SLOPE .

DALE AND I W ERE INS IR U M E N T A L  IN GETTING THE PRO VISION S IN THE 
CH A RTER FOR D EV ELO PM EN T TH A T IS IN THE M ERG ER A G R EEM EN T 
BETW EEN BP AND ARCO. I CAN SAY W ITH O U T THESE PRO V ISIO N S IN THE 
CH A R TER  FOR DEV ELO PM EN T. TH ERE W O U L D N ’ BE ANY O PPO RTU N ITY  
FOR AN IN D EPEN D EN T ON THE NORTH SLOPE TODAY. THE KEY 
PROVISIONS W ERE A C CESS TO  THEIR FACILITIES ON R EA SO N A B LE TERM S. 
THE M A JO RS HAD TO  PU RCHASE UP 5000 BBL/DAY OF PRO D U CTIO N , THEY 
W ERE REQ U IRED  TO  SELL SEISMIC TO  AN INDEPENDENT, AND TH ERE WAS 
A BINDING A R BITRA TIO N  CLAU SE IN THE EV EN T TERM S A N D  CO NDITIO NS 
C A N N O T BE AGREED.

DALE AN D  I A LSO  W EN T TO  W ASH ING TON DC ON OUR OW N TO  C O M M EN T 
ON THE M ERG ER A N D  PARTLY BECAUSE OF C U R  EFFOR fS , THE ARCO 
ASSETS IN A LA SK A  HAD TO BE SOLD OFF T l l l i  LED T O  PHILLIPS COM ING 
T O  ALASKA. W E FELT TH ERE HAS TO  BE TH REE M AJORS ON TH E SLOPE TO 
ENSU RE CO M PETITIO N

WE ARE UNIQUE IN TH A T I BELIEVE WE ARE TH E ONLY A LA SK A N  OW N ED 
IN D EPEN D EN T OIL C O M PA N Y  TO  EVER DRILL A W ELL ON TH E NORTH 
SLOPE. W E DID THIS IN 2003 ON A LEASE WE O W N ED  NORTH OF OLIK TOK 
POINT. W E C O N T R A C TE D  WITH C O N O C C O  TO  DRILL A N D  IF W E W ERE 
SUCESSFU L, TO  DRILL A N O TH ER  W ELL AN D  O PERA TE THE W ELLS. I WISH I 
C O U LD  SAY W E STRU C K  OIL, BU T A LL WE FOU ND W AS W ATER.

W HILE W E W ERE DISAPPOINTED , WE W E R E N ’T D ISC O U RA G ED  AND BEGAN 
N EG O IA TIN G  WITH BP TO  DRILL A WELL FOR US AT PT M CINTIRE. WE

MR. CHAIRMAN, MEMEBERS OF THE COMMITTEE



EX PECT T O  C O M PL E T E  TH ESE N EG O IA TIO N S IN TIM E T O  DRILL A WELL 
LATER TH IS YEAR.

I A M  HERE TO  SU PPO R T SB305. W HILE TH ERE A RE M ANY PARTS T O  THIS 
BILL, 1 S U PPO R T  W H A T  TO  ME IS TH E M AJOR PARTS OF; TH E BILL T H A T IS 
T H E 20%  TAX LISTED IN SECTION 5 ON PAGE 2 O F THE BILL, TH E S73 M 
DED U CTIO N  A N D  T H E TAX CRED IT PROVISIONS TH A T A RE A LSO  IN THE 
BILL.

I SEE T H A T  T H E R E  IS SOM E SU PPO RT IN THIS LEGISLATU RE FOR RAISING 
TH E 20%  T A X  ON  OIL AND GAS PRODUCTIO N. I URGE YOU T O  LEAVE THIS 
AS N EG O IA T E D  BY G O V ERN O R M URK OW SKI.

RAISING THIS T A X  IS GOING TO  D ISC O U RA G E EXPLO R A TIO N  AND 
D E V E LO PM EN T  BY T H E MAJORS.

BEFORE B EC O M IN G  INV LOVED IN THE OIL INDUSTRY, I D ID N ’T REALLY 
U N D ER STA N D  M U CH  A B O U T BIG OIL. O TH ER TH A T TH EY  M AD E HUGE 
M ON EY A N D  PU M PED  LOT OF OIL, AT LEA ST TH A T IS W H A T I THOUGHT.

AFTER D EA LIN G  W ITH THEM , I HAVE A BETTER U N D ERSTA N D IN G  ON HOW 
TH EY  W O R K  A N D  W'HY THEY DO THINGS THE W AY THEY DO.

1 TH IN K  T H E M O ST  IM PO RTA N T THIN G TO  REM EM BER IS TH EY  HAVE 
M ORE O PPO R TU N ITIES TO  DRILL FOR OIL A R O U N D  THE W O R LD  THEN 
T H EY  HAVE T H E  M O N EY  FOR SO TH EY  HAVE TO  PICK A N D  C H O O SE THEIR 
PROJECTS. IT IS A W ELL KNOW N FACT T H A T ALA SK A  IS THE M O ST COSTLY 
PLACE TO  DO BUSINESS, BUT IT IS A LSO  THE M OST POLITICALLY STABLE 
OIL SUPPLY  FOR TH E UNITED STATES IN THE WORLD. W HILE W F MAY 
TH IN K  A L A SK A  IS A PLACE TH EY  M U ST DO BUSINESS, I D O U BT THEY 
TH IN K  T H A T  W AY. THIS 20%  IS W H A T THEY HAVE A G REED  T O  AND I 
THIN K IT SH O U L D  N O T BE RAISED.

WE W H O  W ER E IN A LA SK A  KN OW  W HAT KIND OF ECON OM Y W E HAD 
BEFORE OIL A N D  IT W A S N ’T  W HA T YOU CALL ROBUST. I TH IN K  T H E  STATE 
BU D G ET IN 1967 OR 68 WAS S98M.

OUR PRO D U CTIO N  IS DECLINING EVERY YEA R SO WHY DISCOURA GE 
D E V E LO PM EN T  BY INCREASING THIS 20%  TAX?

THE $73M  D ED U C TIO N  IS SOM ETHIN G TH A T HEA VILY FAV ORS THE 
IN D EPEN D EN TS A N D  REALLY D O ESN ’T  DO M UCH FOR TH E M AJORS 
BECA USE OF THEIR HIGH PROFITS SO, I URGE YOU TO  KEEP THIS IN THE 
BILL A LO N G  W ITH TH E TAX CREDITS.



IN CLO SIN G , SO M E OF MY REM A R K S M AY SO U N D  LIKE I’M SPEA K IN G  FOR 
THE M A JO RS, BU T I’M NOT. H A VING N EG O IA TED  WITH T H E M  T O  DRILL A 
W ELL FOR US, I LEA R N ED  A LOT A B O U T  T1IEM A N D  I R ESPEC T THE W AY 
THEY DO BUSINESS. AT 20% ALASKA, IS GO ING TO DO V ER Y  W ELL A N D  
TRY IN G  T O  GET M O RE MAY W O RK  BUT YOU M AY HAVE D ISG R U N TLED  
M A JO RS W HICH IN TH E LONG RUN ISN ’T  GOOD. AGAIN I URGE YOU TO  
SU PPO RT AN D  A PPR O V E THE KEY PROVISIONS OF THIS BILL.
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February 24, 2006

Senator Tom Wagoner
Chair, Senate Resources Committee
Alaska State Legislature
State Capitol
Juneau, AK 99801*1182

Representative Ralph Samuels 
Chair, House Resources Committee 
Alaska State Legislature 
State Capitol 
Juneau, AK 99801-1182

Re: Governor Murkowski's Proposed Petroleum Production Tax 

Dear Senator Wagoner and Representative Samuels:

On behalf of the Resource Development Council for Alaska, Inc. (RDC), I am 
writing to provide our initial comments regarding Governor Murkowski's 
proposed petroleum production tax as articulated in House Bill 488 and 
Senate Bill 305.

RDC is a private, non-profit business association comprised of individuals 
and leading companies from Alaska's oil and gas, mining, forest products, 
fisheries and tourism industries. The association's membership also includes 
construction companies, local communities, Native corporations, organized 
labor and a wide range of industry-support firms. RDC works to grow 
Alaska's economy through the responsible development of the state's 
natural resources.

Having had only four days to review this complicated piece of legislation,
RDC is not yet prepared to offer detailed feedback on its technical 
provisions. However, we intend to participate in the ongoing legislative 
process and to offer more thorough remarks upon further analysis and 
consultation with our most affected members. At this time, RDC has two 
major concerns regarding the legislation.

First, the Governor's proposal targets the one industry already responsible 
for providing nearly 90 percent of Alaska's general fund revenues. It would 
annually take an additional $1 billion from the oil and gas industry at current 
prices. How will the Legislature manage tins new windfall going forward? 
This industry-specific tax proposal comes at a time when the state is 
wrestling with the question of how best to manage an estimated $1.5 billion 
revenue surplus under the current tax system.

RDC — in cooperation with a host of other business, community and social 
service organizations — has advocated the development of a long-term state 
fiscal plan for nearly a decade. During this period we have argued the state 
must do more to bring recurring revenues in line with expenditures in order 
to achieve tax stability and c re au  a positive and predictable business 
climate. How the state manages surplus revenues is as important as 
managing deficits when it comes to accomplishing these policy goals.

121 W est F ireweed , Su ite 250 , A ncho rage , A laska 99 5 0 3 -2 0 3 5 
Phone: 9 0 7 /2 7 6 -0 7 0 0 Fax: 9 0 7 /2 7 6 -3 8 8 7 Email: Resou rces@ akrdc .o rg W ebs ite : w w w .a k rd c .o rg
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RDC comments re: Governor Murkowski's proposed Petroleum Production Tax 
February 24, 2006

page 2

It seems clear the proposed petroleum production tax will generate additional revenue at 
high oil prices. However, it does ro t necessarily make Alaska's revenue stream from oil 
more predictable o r stable. In fact, under the proposed progressive system the state is 
assuming certain risks. Given these facts, how will the I eg slature address periods of low 
prices w ithout further penalizing the state's largest revenue-producing industry?

Secondly, how will this increased tax burden affect future Investment and exploration in 
A laska's oil patch? Maintaining significant production throughput in TAPS is paramount to 
the future health of both the Industry and the state's general fund coffers. It is not clear to 
RDC at this stag" that increasing the state's take by $1 billion annually facilitates new 
investment in the Alaska economy.

If the Legislature moves forward with a new oil tax regime, it must focus on providing 
incentives for both new frontier exploration and increased investment in existing fields and 
known resources such as heavy oil. Without ongoing capital infusions, Alaska risks an 
accelerated decline in production flowing through TAPS. In addition to incorporating proper 
investment incentives, the Legislature must analyze whether a new tax regime places 
Alaska at a competitive disadvantage for capital investment. Ideally the Legislature will 
utilize the state's tax regime to create competitive advantages for investment.

RDC's membership is always concerned when new industry taxes are proposed. The 
petroleum production tax is a proposal with massive potential com jquences to the long­
term wellbeing of A laska's largest industry and the health of the state's general fund. We 
urge the Legislature to carefully analyze House Bill 488 and Senate Bill 305 and we look 
forward to participating in the public dialogue on this issue. Thank you for your attention to 
the Governor's proposal and for your consideration of RDC's position on House Bill 488 and 
Senate Bill 305.

Sincerely,

RESOURCE DEVELOPMENT COUNCIL 
For Alaska, Inc.

Tadd Owens 
Executive Director



AOGA
Phone (907)272-1481 Fax: (907)279-8114 
Email: brady@aoga org 
Judith Brady, Executive D irector

121 W. Fireweed Lane, Suite 207 
Anchorage, Alaska 99503-2035

TO Senator Tom Wagoner
Senate Resources Chairman

Representative Ralph Samuels 
House Resources Co-Chairman

Representative Jay Ramras 
House Resources Co-Chairman

Thank you for the opportunity to provide written testimony for the Joint Resources Committee, 
Saturday, February 25, 2006 regarding HB 488 and SB 305 -  Governor Murkowski's proposal 
to create a new production tax on the net value of oil and gas

The Governor's proposal is estimated to be a billion dollar annual tax increase on the Alaska 
oil and gas industry -  doubling the severance tax collected from the current system. This is, 
by any standard, an unprecedented increase that is of significant concern to AOGA,

Any changes to the existing tax system should continue to maintain as well as improve 
Alaska's competitiveness in the world in order to attract new capital spending Increased 
industry spending will result in greater oil and gas production, more revenue to the State and 
more jobs for Alaskans, Alaska should strive to be in the upper quartile of competitiveness to 
attract companies and grow the Alaska private sector economy

As we all know, this UMI is complex. Individual AOGA member companies will need time to 
fully evaluate the details contained in the 22-page proposal and determine how the provisions 
of the bill affects each of their operations.

We look forward to working with you

FROM: Judith Brady, AOGA Executive Director

RE

DATE: February 24, 2006 

Written Testimony for Joint Resources Committee -  February 25, 2006

Cc: Members of House & Senate Resources Committees


