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25-GII0014VN. 19
Cook/Bullock
1/10/07

NMNMENIDMENT

OFFERED IN THE HOUSE BY REPRESENTATIVE CHENAULT

TO: CSHB 2001 (FIN), Draft Version "N"

Page 10, line 23:
Delete "and (k)"

Insert "(k), and (0)"

Page 10, following line 26:
Insert a new bill section to read:

"* Sec. 15. AS 4.3.55.011(1) is amended to read:
(1) The levy of tax under this section for [ON A PRODUCER OF] oil and gas

produced from leases or properties that include land north of 68 degrees North
latitude, other than oil and mis subject to (i) of this section ami »ns subject to (»)
of this section, may not be less than

(1) four percent of the gross value at the point of production when the
average price per barrel for Alaska North Slope crude oil for sale on lhe United States
West Coast during the calendar year for which the tax is due is more than S25;

(2) three percent of the gross value at the point of production when the
average price per barrel for Alaska North Slope etude oil for sale on the United States
West Coast during the calendar year for which the tax is due is over $20 but not over
$25;

(3) two percent of the gross value at the point of production when the
average price per barrel for Alaska North Slope crude oil for sale on the United States
West Coast during the calendar year for which the tax is due is over $17.50 but not

over $20;

(4) one percent of the gross value at the point of production when the
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average price per barrel for Alaska North Slope crude oil for sale on the United Stales

West Coast during the calendar year for which the tax is due is over $15 but not over

$17.50; or

(5) zero percent of the gross value at the point of production when the
average price per barrel for Alaska North Slope crude oil for sale on the United Slates

West Coast during the calendar year for which the tax is due is $15 or less."
Renumber the following bill sections accordingly.

Page 13, line 3:
Delete "and (g)"

Insert "[AND (9)]"

Conform internal references to bill sections so that the amendment to AS 43.55.011(1) takes
effect on January 1, 2008. Below are all internal references to bill sections in this bill:

Page 2, line 4;

Page 39. lines 14, 16, 17, 18, 19,22, 24, 25, 26, 28, and 31;

Page 40, lines 1and 30-31;

Page 41, lines | and 3.



AMENDMENT

OFFERED IN THE HOUSE BY REPRESENTATIVE HAWKER

TO: CSHB 2001 (FIN), Work Draft 24-GI10014\N E: | L ﬂ_X
KeviCii/ 17
Page 2, line 7

Insert Intent Language:

it is ilie intent of the legislature that costs disallowed in accordance with
AS 43.55.165(e)(6) amended by Section 48 of this act include costs, subsequent to the

elfective date ol the enactment ol AS 43.55.165(e)(6), incurred as a result of monitoring

A
and management decisions that fail to properly consider risks posed by changing
operating conditions and result in failure to lake necessary actions to prevent a pipeline
9 spilP \nV <-r'Ci>"'pVv? \i\co. o0o<~- t>V\o.V~ Ao1l1.0
10

Make conforming format changes in section.

12
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AMEND MENT

OFFERED IN THE HOUSE
TO: CSHB 200I(FIN), Draft Version UN’

1 Page 2 line 3, following “that”:

Insert
“(1) the provisions of tin's Act will
(A) ensure a fair and equitable means of assessing and taxing

2

3

4

5 Alaska’s oil and gas resources; and
6 (B) encourage the availability to Alaska’s citizens of affordable gas
7

produced, transported, and consumed within the state;
8 (2) the enactment of’
9
10  Page 2 line 4

il Delete “enacted by”

12 Insert “in”

13 Delete “confirm”

14 Insert “relating to the limitation of assessments for the production tax on oil and
15 gas and conservation surcharges on oil, confirms”

16

17 Page 2 line 5, following “Revenue™, through line 6:

15 Delete all material except the final period

19

20



25-GHO014\N. 1

Bullock
11/9/07
AMENDMENT
OFFERED IN THE HOUSE BY REPRESENTATIVE HAWKER

TO: CSHB 2001 (FIN), Draft Version "N REPRESENTATIVE THOMAS

Page 1, lines 8-9:
Delete "amending the State Personnel Act to place in the exempt service certain”

Insert "relating to"

Page 2, line 4:
Delete "sec. 42"

Insert "sec. 41"

Page 9, lines 16-21:

Delete all material.

Renumber the following bill sections accordingly.

Tagc 39, line 14:
Delete "Sections 14 - 26, 28 - 32, 34 - 38, 40, 44 - 50, and 53"

Insert "Sections 13 - 25, 27 - 31, 33 - 37, 39. 43 - 49, and 52"

Page 39, line 16:
Delete "Sections 38 and 40"

Insert "Sections 37 and 39"

Page 39, line 17:

Delete "sec. 38"
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Insert "sec. 37"

Page 39, line 18:
Delete "sec. 40"

Insert "sec. 39"

Page 39, line 19:
Delete "Sections 29 - 32 and 35"

Insert "Sections 28 - 31 and 34"

Page 39, line 22:
Delete "sec. 42"

Insert "sec. 41"

Page 39, line 24:
Delete "secs. 13 and 42"

Insert "secs. 12 and 41"

Page 39, line 25:
Delete "sec. 24"

Insert "see. 23"

Page 39, line 26:
Delete "sec. 24"

Insert "sec. 23"

Page 39, line 28:

Delete "sec. 39" in both places

Insert "sec. 38" in both places

Page 39, line 31:

25-GHO014\N,
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Delete "sec, 41"

Insert "sec. 40"

Page 40, line 1:
Delete "sec. 41"

Insert "sec. 40"

Page 40, lines 2 - 21:
Delete all material and insert:

"* Sec. 54. The uncodificd law of the State of Alaska is amended by adding a new section to

read:

OIL AND GAS AUDITORS; CLASSIFICATION AND PAY PLANS.

Notwithstanding AS 39.25.150(2), the Department of Administration shall develop and

implement a distinct position classification plan and a distinct pay plan for oil and gas

auditors and their immediate supervisors that perform
(1) production tax audits inthe Department of Revenue;

(2)royalty audits, including net profit share audits, in the Department of

Natural Resources."

Page 40, lines 30-31:
Delete "Sections 27 and 33"

Insert "Sections 26 and 32"

Page 41, line 1
Delete "Sections 14 - 26, 28 - 32, 34 - 38,40, 44 - 50, and 53"

Insert "Sections 13-25,27-31,33 -37, 39, 43 -49,and 52"

Page 41, line 3:
Delete "sec. 58"

Insert "sec. 57"
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| / Bullock

pofftiu, V(0 11/10/07

NMENI)MENT

fv “fy
OFFERED IN THE HOUSE

TO: CSHB 2001 (FIN), Draft Version "N"

Page 10, line 23:
Delete "and (k)"

Insert "(k), and (0)"

Page 10, line 24, following "to™:

Insert "the sum of

("

Page 10, line 25:
Delete "the tax rate determined"
Insert "25 percent; and

(2) the sum, over all months of the calendar year, of the tax amounts

calculated"

Page 10, line 27, through page i 1, line 9:
Delete all material andinsert:
"* See. 15. AS 43.55.011(g) is repealed and reenacted to read:

(g) For each month for which the price index determined under (h) of this
section is greater than zero, the amount of tax for purposes of (e)(2) of this section is
calculated as follows: (1) for oil and gas produced from each lease or property, the
monthly production taxvalue is calculated in the manner described in AS 43.55.160(a)
and (b), except that the gross value at the point of production for the month is

substituted for the gross value at the point of production for the calendar year anil 1/12
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of the applicable adjusted lease expenditures for the calendar year is substituted for the
applicable adjusted lease expenditures for the calendar year, (2) the monthly
production tax value determined under (1) of this subsection is multiplied by the
progressivity tax rate for the month. The progressivity tax rate for a month is the
product of 0.4 percent multiplied by the price index for the month determined under
(h) of this section, except that the progressivity tax rate for a month may not exceed 25
percent. Notwithstanding any contrary provision of AS 43.55.150, for purposes of

calculating @ monthly production tax value under thi scbscction, the gross value at the

point of production of the oil and gas is calculated under regulations adopted by the

department that provide for using an appropriate monthly s lare of the producer's costs

of transportation for the calendar year.

* See. 16. AS 43.55.011(h) is repealer and reenacted to read:

(h) For purposes of (g) of this section, the price index for a month is calculated

by subtracting 30 from the number that is equal to the total of the monthly production
tax values, as calculated under (g) of this section, of the taxable oil and gas produced
by the producer from all leases and properties in the stale during that month, divided

by the total amount of taxable oil and gas produced by the producer from all leases
and properties in the state during that month, in 13TU equivalent barrels. However, a

price index calculated under this subsection may not be less than zero."

PagG 14, line 5:

Delete "25 percent o f

Insert "the sum of 25 percent and the progressivity tax rate calculated under

AS 43.55.011(g) multiplied by"

Page 14, lines 17 -1S:

Delete "all leases or properties in the unit or nonunitized reservoir”

Insert "those properties”

Page 14, line 19:

Delete "25 percent o f
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Insert "the sum of 25 percent and the progressivity tax

AS 43.55.011(g) multiplied by"

Page 14, line 29:

Delete "25 percent of’

Insert "the sum of 25 percent and the progressivity tax

AS 43.55.011(g) multiplied by"

Page29, line 29:
Delete "annual”

Insert "[ANNUAL]"

Page 32, line 16:
Delete "an annual”

Insert "a [AN ANNUAL]"

Page 38, following line 26:

Insert a new paragraph to read:

25-GHO0014\N.30

"(23) "progressivity tax rate” means that part of the tax rate

AS 43.55.011(g) that exceeds 25 percent;"

Renumber the following paragraphs accordingly.

rate calculated under

rate calculated under

in



AMENDMENT (\) 10

OFFERED IN THE MOUSE BY REPRESENTATIVE HAWICER

TO: CSI-IB 2001(FIN), Work Draft .M-GH0014\N

Page I, lines 3-5

Delete “providing a penalty for the underpayment of an installment payment of (he

production tax on oil and gas;”

Page 17, lines 4-13

Delete all material.

Renumber all sections accordingly.



NoO" , 25-GHO0L4\N
Finley/Bullock

11/9/07
CONCEPTUAL AMENDMENT
OFFERED INTHE HOUSE JIYREPRESENTATIVE JOULE
TO: CSHB 2001(FIN) REPRESENTATIVE CRAWFORD

Page 18, lines 22-24
Delete all material

3 Page 23, lines 14-18
Delete all material

5 Page 40, lines 28-31
Delete all material

7 Renumber remaining sections accordingly,

10
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AM BNPMENT \V

OFFERED IN THE HOUSE BY REPRESENTATIVE HAWKER
TO: CSIIB 2001 (FIN), Work Draft 24-GH0014\N

Page 21, line 10
Delete “adequately achieved”

Insert “was consistent with achieving”
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AMEN DMENT < fl

OFFERED IN THE HOUSE BY REPRESENTATIVE HAWKER

TO: CSHB 2001 (FIN), Work Draft 24-GI110014\N

Page 21, line 25
Insert following *“available;”

“In addition to the submissions required under (1) of this subsection, the explorer shall
submit information necessary for the Commissioner of lhe Department of Natural

Resources to evaluate the validity of Ihe explorer’s compliance with the rcqui; ernents of

this section.”
Make conforming changes to punctuation.

Page 22, lines 11-19

Delete “in this subparagraph, well data ... testing the well;”
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OFFERED IN THE HOUSE
TO: CSHB 2001(FIN), Draft Version “N

Page 22, line 1 1, following “subparagraph,”:
Insert ‘X 'f*\ A 6 UM V' iy "er(2" A
“(i)Mi seismic or geophysical (lata ;et includes the data  for an entire
seismic .survey, irrespective of whether the survey areas covers iionstaCe land
in addition to state land or land in a unit in addition to hind outside a unit;
mi”
Page 22, line 22, following “Resources”, through “that department” on line 23:
Delete “for 10 years following the completion dale, at which time that
department"

Insert

“(i) in the case of well data, until the expiration of the24-montli period
of cotiluleiilinlity described in AS 31.05.035(c), the Itcpartnient of Natural

Resources [FOR It) YEARS I'OlL.LOWING THE COMPI.ETION DATE, AT

winciitime:tiiat ijepartmenit’

Page 22, line 23, following “notice”:

Insert

“,unless in the discretion of tin* commissioner of natural resources, it is
necessary to protect information relating to the valuation of nnlenseil acreage
in the same vicinity, or unless the well is on private land and the owner,
including the lessor but not the lessee, of the oil and fills resource lias not

given permission to release the well data:
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(ii) in the case of seismic or other geophysical data, other than seismic data
acquired by seismic exploration subject to (/) ol' this section, Tor 10 years
following (lie completion date, at which time Ihe Department of Natural
Resources will release (lie information after 30 days’ public notice, except as
to seismic or other t’cophysieal (Into acquired from private loud, unless the
owner, includinu a lessor hut not a lessee, of the oil and uas resources in the
private land uives permission to release the seismic or other ueopliysical (Into
associated with the private land:

(iii) in the case of seismic data obtained hv seismic exploration subject to (/) e
this section . only until the expiration of 30 days’ public notice issued on or
after the date the production tax credit certificates are issued under (5) of this

subsection.’™



"*Scc. 42. AS 43.55 isamended by adding a new section to read:

Sec. 43.55.055. Penalty for understatement of tax. (a) In addition to other
penalties prescribed by law, if there is a substantial understatement of tax required to be
shown on a statement required under AS 43.55.030(a). there shall be added to the tax an
amount equal to 10 percent of the substantial understatement of tax.

(b) In addition to other penalties prescribed by law, if there is a gross

understatement ol tax required to be shown on a statement required under AS

43.55.030(a), there shall be added to the tax an amount equal to 20 percent of the gross

understatement of tax.

(c) In addition to the penalties imposed under (a) or (b) of this section, a person
who has made a substantial or gross understatement of lax is liable to Ihe state for the
reasonable costs of the state's enforcement action, including auditing costs.

(d) For purposes of this section,

(1)a substantial understatement of tax for any calendar year exists if the
amount of the understatement lor the calendar year exceeds the lesser of It) percent of the

lax required to be shown on the statement for the taxable year or SI0,(JOI),()(K);

(



(2 agoss Urchisiaenart of tax for any cllenohr year edsis if tre
anuLrt of tre oSt for tecllachr year exceacs the lesser of Dparaat of the
i reuired o kesoan antre et for tre calenchr year ar $0000000

 “Urchsiaenat’ nears tre anount by which tro tx recLird o e
Joan o the saEenert for tre clanohr year excesc te anourt of the tex rgoied &
debytretaqaersonatedaat”

Rerunier tre falloaing bill ssctiors acoorcingly.



25-GHO0014\N.22
Kanc/Bullock
11/9/07

AMENDMENT ;
ir(f "
CFRERIDINTHEHOLEE Ir(f:

TO CFB200(EN), Dt \ersion'N!

Pace |, lire§ fdloamy "surorarges,”
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Pace 2 lire 12
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AMENDMENT

CHERD INTHEHOLEE
TOCSB2 (AN, Dat\asn“N
I Prp3Lre?l
2 Ireat
3 dterlddyirg “pudic rdatias”

Note: If this amendment is adopted, it would read:

iy @ gstsa‘lddyrg audic relatiors, pLdic relations advertising or
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AMENDMENT

CFERED INTHEHOUE
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[ THREE-YEAR)] peviod porocesdings vy rt ke irstitLted inaourt for tre adlection
of lretax
*S 14 ASA356Q(E) is repedled and rearectad lo reed]
© Treeis M ontepodord al agsat tord al adgs
(ool osdl exch calenohr year frameath lesse ar prgoarty intre state, lessany al aid
s e ovadip a gt © widh s eenpt fram tadion o QorstitUiEs a
larconrer’s rolty interest Keoed @ atherwise rovickd unck (0). (), ad () o
ths sadtion tretax isen A ote pocLdion tex \alLe of tre tadde al at s &
calaulated Lrokr AS 4350160 mutidied by the tax rate cetermned urdkr () of this
sdicn
*Se 15 AS43501(0) is repedled ard reredid leed
O Tretx raegudied ptrepooldion taxateof al adges ud @ of
ths sadtionis 2 parcart [dus Q20 parcart tines tre arice inckx for tre cllechr year
cetermired Utk () of this sstion Hovewer;, the tax rate cladated urdly this
SUssdtionnay it e nore tren Dparcat
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*Se 16 AS435001U(N) isaneosdored
() For punaess of (@) of ths ssatian e parice inoex far a calenchr year
[MONTH is calaulatisdl by sLtractirg D 4] framithe rundoer tret iseo el o[ THE
QUOTIENT (H tre toid [MONTH.Y] procLtion tax \elLe of tre taade dll ad
ops jraclosdl by the procl oy framall leeses or properties intre state dunng thet
clenclr year [DLRNG THAT MONTH, & cdadated uthr AS43%016)
avicsd by tre totd anaurt of thet [THE TAXABLE] all ardgps [PRCOUCED BY
THE PRODUCER DURING THAT MONTH, inBTU eundlart arrds Honever,
ajice inckx calculated uncer ths sussdtion may it e less ttenza
xS [7. AS35Q () isanerckd oreed
() Foracdechr yearbefae 212, tre [TOTA] taxlevied by () [AND @]
of ths ssation for [ON ops procLoed frama leese ar prgaaty inte Gock It
sdin@ntary esinimay ot eceed
() foalee a poely td fird conaesd connerad
roclotion of ges before Amil |, 2005 tre proclat dotared by mutipying (A te
anaLrt of taelde gps procLiosdl cLning tre calenchr year framte leese or oty
tines (B) tre averae rake of tax tet wes inposed Lnchr this dgter for [N
tadde gps procLoed framitre lesse ar prgoarty for e 2narth paricd edg an
Mirch3l 2005 tings (O trecuotiert datared by dviding tre tid gross vdlle &
thepart of procLotion of tre taxatde ¢ps jrocLoed framitie leese ar prgoarty cdLnirg
the 2northpencdendrganMirch 3L 2006 by tretotd anaurt of thet ges
@ foralee a poaty td it comees comedd
(roclotion of gps after Mrch 3L 2005 tre oLt ddtared by mutiyirg (A) tre
anLit of tavalde gps praclosdl cLning tre calerchr year framte leese o oty
tines (B) tre averae rdte of tax tret ves imposad urchr this drgter for [N
tadde ops ook osdl framall leeses ar prgperties inthe Gook It ssinertary kean
for tre 2nonth periad edirg al Mirch 3L, 2005 tines (O treaerage prevaling
\alle for ges cHivered in tre Gk It area lor e 2narth periad edirg
Mirch 3], 2006 a5 cetamired by trecartnant utlr ASAR35HA00
*Se IS AS43HALK) isarartkd ored
K Foracdenchr yer lefoe 202 the [TOTAL tax levied by (©) JAND
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(0] of this sstin for [ON all proclosdl frama lesse ar prgaenty inthe Gook ket
sdmentary esinnay it ecsd

() foalese o poety te it comeosd comaad
pocLdion of al kefare Al 1, 2005 the pocLot ddared by mutipying (A tre
anaurt of taade al poclosd duing tre clenchr year framite lesse o gty
tings (B) tre aeae rae of tax tret Was inposed urchy ths dgter for [N
tadde al poclod framitie leese ar oty for tre 2narth pericd edig n
Mircth 3L, 2005 tines (O tre outient dotained by dviding the tidl gross \elle &
treppant of poolLotion of tre tavelde all procoed framtre lesse o prgaarty dLng
tre | 2nurth pricdedrganMich 3, 2006 by tretod anaurt of et all,

@ foalese o poaty et it comeos cmacd
pocldion of al ater Mich 3L, 2005 the praclot dotared by mutipying (A tre
anaurt of taade al procLosd dunng tre calenohr year framitie lesse ar prgoarty,
tings (B) tre aeragpe rae of tax tet was inposad undly this dgter for [N
tadde al procoed framall leeses o prguerties intre Gk Iriet secinentary lesin
lor tre 2+manth picd endirg an virch 3, 2005 tines (O treaverace pravaling
\elLe for al poc.oed ad cHivered inthe Gock ket area for tre 2narnth pevicd
adnganMich 3., 2005 as ctamired by treciartnart Lol AS 435 ().

*Sc 19 AS4350Q1 (i) isaneoed toreed

(M Nowtdadg ay atray poddan of AS38GIE)),
ASAOU0, ASBANME ASKBHPA o $SH05 tx aais uthr
AS 3B(B180[), ASAL0A0 ASLBA0043 ASBHX adBHA5 e ae
dlocated 1o gps proclosdl framleeses ar prgoarties in e Gook Ikt ssdineriary
tesinad tret e awailadle tole gadied acarst a tax levied by (C) of this sstion for
[ON s procloed framilessss o prgaarties in the Qoo Inet ssoineriary lesin
cLrirgacalenchr year nay e gdied anly acpirst tretax levied by () of ths sstian
for|ON tret ggs Tre anawurt by which the anaunt of tax arecits thet ac dllocated
toops ool oed framlesses ar prgoarties intre Gook Inet sedinentary kesinard tret
the procl o wauld atherwise e dlloned to use for alater cllechr year o trasfer o
acther persn ecssch treanaunt of tax aedis o gdictionwalld recl e tre
1 levied by () of this sstion for [ON| et s oz if &y is corsichred the
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LIt of ecesss tax aedits adtreecss tx aedisae et totre fdloamy
(1) foreadhleese ar gty farwnichalinitation urder () ar (K o
ths ssdionantre tax levied by (O) ardl Q) of this sdtion Fes the effect of recLaig
tre ool oer's tex bdowtre anaunt of tex tret would e levied intre s of tret
limtetion treprocLoer 9l claulate treanaurt of tret recLtian
(@ tepuodloy 99l cdadae tetad of tre red.otias clated
urchr (1) of this sUlssction for all affectisd leeses ar prgaerties
Q trepodloy ddll redoe e anaurt of excess tax aedis by tre
toid cAauatedurchr () of this sussdtion lut it oless trenzerg
@ ayaount of ess tx aedis renanig dter recotion urckr
() of ths sLlsection nay e Lessdl for a leter clerchr Ve, tradiamed oadtre
e a gydied aparet a tax levied for [N al ar ges prodLosd frama lese ar
agaEty loated anwrere in tre dae o tre edat arewse dloned Uty
gdicade lavgpam et aedis
*Se 0 AS43%0Q isanerokd by acbirgarensLissdion toreed
O Nowtrstardg arer prodsias of this sedtion for a cllerchr yer
efore 202, tre tax levied urohr (g) of this section for each L000 aukac feet of s
for gps procLioed frama lesse ar prgoarty autsick te Gock It ssnertary kean
ard used In tre stete nay it exosed the anaurt of tax far eech 1000 aulac feet of
ops tret isctamred uncery X2 of this sstian
* S 2. ASB3HANQ) is rgedded ad rereded o red
@ Foracdachryear; ajroclor agedt oiax uckr AS 4350011 - ()
Sl pay tretaxas fdllons
() & irsdimet et of tre esinated & leved by
AS435001(E) - (0), ret of any tax aedits gydied a5 dlloned by law is dle lor
each narth of tre clenchr year an the last chy of the fdlloamg narth ecyt &
atherwise rodcsd urdr (9 of ths slssdtion e anaurt d' the irstlnant
et is tre umof tre fdloang anaunts less 112 of the tax aedis tet ae
dlloned by lawio e godied aaret tre tax levied by AS4350.011(9) - () lor tre
Celenchr yer; bt teanaurt of treirddlinart panent nay it e less trenAa
(A foral ad ges poclosd framlessss ar praarties intre
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dae atsck tre Gk I sdnetary lesn o it aget ©
ASA35Q1 (), dther tren lesses ar properties SUgect to ASA356.011(F),
tregredterof
() moa
(i) 25> pecart of the renvairchy dataired by sUdrading
1/12 of tre orocloer's austed leese exaaroitues for tre cllerchr year
of pracl.otion urckr AS4350166 ad 435670 thet are cholditde
for tre lesses o prgparties uclr AS 4350160 framtre goss \elLe
theppart of pracl.ction of treal arol ges frocLced framitie lessss ar
pqaﬂesdnrgﬂemrﬂwfcrmhdwmrﬂdlrmt mnat is
claated
B foral ad gps prooload framilessss o prgaarties SLUgedt
DASA35001(f), tegedest of
() 2
(i) o et oe et o Eet, e
At o fourpacat ssgdicade of tregos \alLe a trepart of
pocLdinof treal ad gps procloed framdll leesss ar pgartiesin
treurtt arnoruntized resnar; ar
@) 5 pat of te reany ddared by
Shradting 1/12 of tre procl oar's adusted leese eqoarditures for tre
Calerchryear of prodL.cion uolr AS 43%b b ad 435 D et ac
cholctilde for thoee leesss ar properties urchr ASA356160 framtre
gus\elled treport of proclotion of treall and ges jrac.ced fram
thome leesss ar proparties cLnrg tre narth far whih tre irstalinart
mynat isclalasd
O foral ad g podosd frameah leee a pgaty
et DASA35A (), K) 0‘(0) tregedterof
() mgor
(i) 25 et of tre renaincer dotained by Udtradting
| 12 of the ool oar's adusted lesse eqaarditures for tre clerchr year
of pocLdion urolr AS435h16b ad 435070 tret ae ckd titde
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uthr AS43%0160) for all ar gps, respectively, rocloed framlre
lesse ar gty framtregos \alLe & tre it of prod i of tre
al arges regaecivaly, raclosd framte leese ar prgoaty cLnrg tre
nuthforwichtreirslinent pynat isclaaed
(@ ananaurt clulated urchr (1)Q of ths ssdion forall arges
aocLosd frama lesse ar ety agect 0 ASA350A1(J), K), ar (0) nay it
e te pold adared by amirg at te caddin & at in
ASA356010)0) a @ a 4335010, & gyictde for gs a & at i
ASBBHARD a @ & guicdde for al U ity in
ASA3HA1({)(OA) a (AA ar4350 1(0), ssgadicade treanaurt of taetde
ops rocLoad dlnrg the narth for the anawrt of @ade gps procloed clnrg e
Celaohr year ard sustituing inAS 435 AL (KX LA ar (A(A), s qpdicde tre
awurt of tadde al padoad duing tre narth for e anaurt of @ede al
acLod cLrirg tre cllechryear.
a irddinet et of te esinated lax leved by
ASA356(1 (1) for each lesse arpraaty is cLe fareech narthof tre cllechr year
atre last chy of tre fdlonrg narth treanaurt of teirselinat pynart is te

mof
e gicdex rde for dl poickd uth
ASA3HAL (), muttidied by the gross velLe & tre part of pocLdion of
treal tadde uchr AS43%0 1(7) ad procLoed framitte lesse ar gty
crigtrenarth ad
te quicetx e for gspodcd uthr
ASA3THAL 1), muttidied by the gross valLe & tre part of procLdion of
thegps taade urchr ASA350Q H) ad procLoed framitre lesse ar pgaaty
drgtrenarth
@ ayaaut of & levied by ASA356QL1(E)- (1), ret of ay
aedits gydied asdllonechy law tret ecess te told of teanuts de &
irsielinat paynents of estinated 2 is cLe an Mirch 3 of the year fdllonirg tre
Calerchr year of praclotion
*Se 2 ASA3HMQ) isamerckd oreed
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Notwitrstardig ary cotrary proddan of AS43(62% an uad

)
anaurt of anirealingt paynernt recuired uthr @() - 3 [@(0) - @) of ths
stion tret is ot pad wen dle lears intarest (() & te rae prodckd for n
ut 6 USC 632 (rard Raeie Qxk) & anethd
covpourckd cally, fiam tre chie tre irstdlinat et is de utl [THY
Mrch3 fdloarg te cdendr year of poddion [CESCRBED IN
ASBRHAE)], ad (2 & prodcsd for a cHirouart tax udhr AS 430625 dter
tret Mirch 3L, Interest acorued urckr (1) of this SUssction thet renairs upad after
tret Mrch 3 is treeted] & an actition to tax tret kears intarest urckr () of ths
Sbsstion An urped anaurt of tex dLe uokr (W [@6)] of ths ssdiantret is
rat e wencLe bears intarest &s provickd foracHing et tax ucr AS 30625
*Se 23 ASA3%0N) isanarokd toreed
(O Nowithrstardrgany cotrary prodsianaof AS43(b23)
() anoemaynent of anirstalinent paynent recpired unckr (@)() -
S [@EXD - @) of ths sstion kears interest & the rae rodckd for an oyt
Ut USC 632 (Inard Ravernue Gock), as anarokd conpouroid caily, fiam
tre later of te chie tre irstdlinent paynart is de a tre e tre oANETL IS
nack until treearlierof
(A treche it is rfurosd aris gydied oan uthynet ]

® [TH] Mrch3 fdioarg te clendar yer of
procLction IDESCRIBED INAS 35080

(@ ecyx & proddsd uthr (1) of ths susedtion interest with
eyt foan oyt is dloned anly nary ret oaaynat of tre mynents
recired Loy (@ of ths sedtion tret renairs dfter the leter of [THE] Mirchd
folloning tre calenchr vear of procLction [CESCRBED INAS 43%(833)] ar

trechie tret trestatenent reoired o ASA35H8) isfiled
et is dloned urckr ) of ths sUssdion arly framaciie
tret is D chs dter tre later of [THE] Mirch3 fdloamg tre calenchr soar of
[CESCRBED IN ASA35030Q)] o tre che tret tre daenert

pracLotion
recuired] Ul ASA350(BQ) s filed intarest is et dloned if the oyt

a
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s refurodwitrintre Ochy paies;
@ interest uchr (9 ad ( of s Ussdtin is ad @ e raear
Intrenamerpoicd in AS430624(),
*S 24 AS 3500 isanerokd by acbirg arensUssdtion toreed
@ Aol pereity sl ke actbd o te anaurt of an irsAlnent paynart
recpired Loy @)() - (3 of ths section if et leest Dpercart of tre anaurt of tre
et is ot ad by te ciie tre @t is de Tre perdtty is eqd o five
et of tre differace evean tre anaurt of te irdtalinent paynant tret wes
nack tinely ad treanaurt of tre irstalinent paynent recired ucr @(0) - Q d
ths ssdion If ro @t of tre recuired indalinarnt paynert was nack tingy, te
rereity is eq A o five parcart of tre irstelinart paynart recuired uclr @(0) -
of ths sstin Tre pereity is in actition o tre interest inposed urckr () of ths
satinadaperety actkd utr ASRRB2ZA) ifay
*Se 22 ASAB35HPAD) isamerthd oreed
O Apoler aregdos naydet e ata asdt inteanurt of 5
[A] percat of acamooHovad arid loss Aaecit urdr this SUssdtion nay ke
gdlied acairet atax levied by [OLE UNDER] AS4356014(E). For purpoess of this
SUsedtion acamadovad amd s is teanurt of a prodloy’s a eqdasr’s
agjusted leese eqerditures Ul ASA3%l6 ad 435610 for a pedas
Calerchr year tret vas ot csoLotilde in calanintinu proclction tax ValLes for tret
cllerchr year Ut ASA350180 [AS 4351600 AND E)}
*Se 6 ASA30X3) isaveckd ioreed
() Fartrepumoss of thisssdtin
(1) apodoy'sareqas’s trastiad inesnet eqadiLis ae
the amof tre eqoanditures tre pracl o ar eqdarer inoumed dfter Micn 3, 4003
[A00 ] ad before Al 1 2005 tret would ke quaified caaitd eqarnditures if they
vae inuned ater Mirch 3, 2005 less tre amof te pynents o aadis te
aooLoer ar eqdaer received loefare Al |, 2005 for the sle ar atrer trarefer of
assdts, induding gedagicdl, gpadhysicd, arvell chia o interpretatians, aocired by
the procLcer areqdarer & a et of eqearcitures tre procloer ar eqdarer inouned
kefore Al |, 2005 tet wald ke quelified catd eqerditures if trey vae
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Iruneddfter Mirch 3, 2006
(4 aprooloy areqdaer nay dect o tkea tax aadt agprst a lax
cLeuthr AS4350Q1(E) intreanaunt of Dparart of tre proclcr's ar eqdara’s
trasticd inestnert eqardiures [t aly otreedant tet treanaurt does rt
ecxd /10 of tre podoy's or eqdaar’s qLAlfied catel eqerdtures thet ae
irunedcLning trecalenchr year farwhich tre aredit is tden
 apuodloy aregdos nay it e atax asdit fora trastiod
inestnart
(A forany clerchr year dfter tre later of
0 03a
(i) te sxh clarchr year dfter e cllachr year for
whichtre procLcer first gdlies aacit urchr this ssdtion aarst a
tx de udh AS43560UE), if te podor dd it hae
comnuad pocotion of al ar ges frama lesse ar pgaty inte
sate before Al 1, 208
O nuetrnoxe a
O if a et for et eqeitue Was Hen uthr
AS BMIEY(), ASAL00AI0 ASA320043 ar ASABHA5
@ rowtrstadig (0), (©, ad () of ths stin a podoyr a
eqdaer nay it trarefer a tax aedit ar ddain atrardiarade tax aedt cartificate for
atrastiad incsnart eqaitue
*Se 27. ASA350(P3 is anaokd by acbirga renvsUsssdtion toreed!

() Aprantrt iseenpt framiaetion urch this decter nay rt gady for

atrardarade tax aedt cartificate
* e 25. ASA350(P3 is anenokd by actirgarewsUssdion to reed!

(M) Nowitrsiadrg tre limtation an e uee of a trarsfrade tax adit by a
trareferee Urchr (6) of this ssion ad sUlgedt toggagiatias nack by lawy if ad
0 tre edart tret purdrese of trardardde tax aadis by te Ada Rt
Mrecpant Board is autronzed by law the ciartnant Sl isseacash ifurd o
tre Aada Retirenat Mregpant Board for a trarsierdde tax aedit angirdlly
IssLed toa s uor () of this setion ad purdresed by tre Alsda Retirenart
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Mregenat Bad
*Se 0 ASA3HXHQ) isavarckd ored
@ Shject to the tans ad aarditias of tirs sedion a asdit apret te
pocLdion tax levied hv [OLE UNDER] AS435601(E) ar (O is dloned for
eqdaration eqaitures tret oLAlify uchr () of ths ssdin inananaurt &0l ©
aeoftrefdloary
(1) 3 [A) pacat of tre tid eqdaation eqerditures tet quaify
arlyurchr () ad () of this ssdtian
(@ 3[4 PERENT of tre tod egdaation eqariures [FCR
WCRK PERFCRVED BEFCREJULY |, 2007, AND) tret oLelify anly urcer (9
ad (@ of ths sctian
Q Dpacatof tretotd eqdaation eqerditures te oualify uckr
0 © ad( of tissection @ | |
(4 Dpacat of te tod eqdaation eqeitures tret oualify anly
uthr () ad ) ofths sstian
*Se ) ASAB3HAHD) isanarckd ored
() To quify for te procltion tax aedit urchr @) of ths ssdian an
eqdaaion eqaditue me ke iuned for wok perfaned [ON OR dter
Deoaioer 3, 06 [JULY 1 2008] adbefare July |, 2000 [EXCEPT THAT AN
EXPLCRATION EXPENDITURE FOR A GOCK INLET PRCEPECT MUBT BE
INOURRED FCR WORK FERFCRVEDONCRAFTERJULY | 20] il
(1) nay ke for smic o other geodyaicd exdaration acets ot
cametediwthagealicwl,
(@ itforanedaationwl.
(A mgt ke irousd by aneqdarer tet hdck aninterest in
treeqoationwdl forvhichtrepoddintaxam: ...;
nay Fe for ather a [AN AL (R GAS DISCOVRY]
vl lliuk enoounters an il ar s cermral aradty de [AND)
(() mst e lor avdl tret liss leen eonmieted ST
ar atancored uncer AS3I5QR] & the tine tre eqalorer dains the tax
aredit unckr (f) of this section adl

xy (Ml 2200 1>
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() ms ke for goock snies o s of paod
gty ressoredy recuired for the surfae paian dilling: casirg
cnenting adlapry of neqdaationwdl, ad inteese ofady e
for treeqoarses reopired for aarcomart if trewll is aarctred within 8
nuntrsdfter trecke teval was

( nayrd ke Tr[TESTING STIMULATICN GRCOVRLETICN
QBIS] admndrdioy yevisn egreiny. o leese qoardling osS
cpdogcd o naregnet oS communtty rdlatias o evramantal asts
borLes taes ar drer paynents o govermants rdated to trewdll; acss ansing
framfraud witful mscordLt, aross neglinalice, arimirdl nedlivence, vidation of
law induding a vidation of 33 USC 130(C)()) ar 132 (Qean Wter
Adb), o failure to conly with an ddligation unokr a leese, parmit, or licarse
ISed v tre sk ar fecd goerment, ar e oS et are gprerdlly
00y ized as incirect acs a firearg oosts adl
(@ nayrat e irouned for anedaation vl ar saismic eqdaration
tret IS induckd ina dan of eqdaration ar a dan of cedgnat farany utt an
My 13 08
*Se 3L ASA3HIH() is rgxeedad reectad tored
© Toledighie fortre Dparcart procl ction tax arecit autharized by (@)()
of this sstion o e 4D et prackdtion tex aedit authorized by @)(3) o ths
st eqdadioneqeitLres mst
(1) calify urcer (9 of ths sectin ad
(9 eforanegdaationwdl, sjext totrefdlonry

A efore qouctirg tre well, () treeqdarer 9l it
trecommssarer of returd resourcss the infamvation recsssary to ctimre
wether tregedaycd dyective of tre vl isaatertid all argps trgptret is
cistirctly smrate framary trgo thet: Fes loen testad by a preedsting well,
am (id te commssiae of reiud resouces met nale an dfimatine
cRtemration an thet questian the commissianer of et resourees Sl
chack Wetrer tonrale tret cetemiration within (chys after recevirg
the recessary infamation fram tre eqdarer ard essd an tre namation
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reoaved ad anather infamvation tre covmissiarer of relLid resouress nay
Crech deat
B foaegdodionvdl arertmavel bedaraCik
Iret roged, tre vell mst ke locasd ad dhilled insuch a narer et tre
lootiomirdle is located ot less then e miles anay framitie bodttomide of
apredstirgwel chilled faral arges inesaedive of woth rite reedsting
vl Fhes benaonpeted sugoerokdl araarred
O dter anpietion dathmat, o IFEEN Uty
AS 306030 of tre eqdaration v, tre covmissiaer of returd resues
ms cemire tet tre well adkoLaEy adieed te egdaa’s Seed
grlajcd cjcthe
*S¢ 2 ASBHIHOsanetd tored
(1) ForaprooLotion tax arecit Lrohr thissstian
{)) aneg tddl inafampesibed by te dgatnat ath
et for aasdt undhr () of this ssction Wihinsix nartts of te aonetion of
theeqdaation activity, dam tre aadt ad sk ifamation auficet  ©
cnretrde otredyartingrt's stisfaction et tre dained eqdarationeqerdtLres

WORK DRAFT

cpelify urckr this sectian
@ aeqaer vl ayes iInwitirg
A torotify tre Dyartnart of Niurd Resources, within )

chys dfter copetion of sasmic ar geochyaicd cHia rocessiny: aonetion
of (A vl chlling arfiling of adamifar arecit, whidhever is tre lates, for
whcheqaaion asts ae daned of tre chie of anpeinadanita
gt o tret cyoartn@rt cesonlang tre processing ssoLee ad proddiga
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TORVALUATE THE VALIDITY CF THE EXALCRERS GLAIM THAT
T WAL IS DRECTED AT A DISTINCILY SEPARATE
BXPLCRATION TARGET, AND THE COMMSIONRR G- NATURAL
RESORE AL WRON REEPT F AL BMDBNCE
HABNT KR THE COWISSONR TO BVALLATE THE
BALCRRS GAM MAE THAT CETERVINATION WTHN &)

DAYS]

Pchys dter trechte of are e, Lrless alantier period is prodokd hy the
Dyartert of Neturd Resouress, qecific chia &5 arallary o, adl
rgarts ickrtified in (A) of ths paraggdn in this uparagrgon vl ciia
induce al denvative proclots, resuits, and agaies of chta adllectsd ad
cHa adyss for te wdl, induwdirg well los e adlyss
Legchaicd ad sdaditv cita indudim verticd sasme prdfiles ad
dekdat suneys, ad taglde naterid irdudint: for eech whole aore
odlected a lerpthwise aut dlab thet is d lesst 13 of tre wide aoe
vaung ad representative sapes &s Seeafied by tre Dyartnent of
Niiurd Resources, of other breoaLs liuid or sdlid natend adllected
framanilling or testirg tre vl

@ tret, rotwitrstardirg any provision of AS 38 infomation

[rovickd urolr ths gy will e held corficential by tre Dycartnat tof
NitLrd Resources far 10 years fallowing the conpetion cite, & which tine
tret cheartnart will rlesse treinfomationalter ckys pudic notice:

@ If nure trenare eqdaer hdds an inerest inavel a |sTc

B Dproice otre Byt of Ndurd Resourees, withi

eqdaration exch eqdorer nay damananaurt of aedt tret is pgaotiad otre
eqdasr’'s et inLned

(4 trecqatmat nayeaustreful edat ofispoasas o
tre eqdaer wre a ymyer uthr ths title in achr to \enfy tret te dansd
eqertitures aecLalified eqdaationeqardiures urchr ths sedtian urd

G if tre dyatat is sisied tet te eqoe’s daned
eqatues ae ouelified urchr ths sadion am tret dll chia retured © I
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_22_
Haw Ttixt Underlined /DEtfcTfiD TEXT URACShTEUJ



WORK DRAFT WORK DRAFT 25-GHO014
SUmitted unckr (s sedtion have bensuamitted trecartnart 9l issetote
eqdom a pool.oion tax asdt etificte for e anaurt of aedt o ke dloned
apret poldiontaes leved by AS4356QUE) or (O treaedit s avalade far
Ineciate L nowitrstarding mv aontrary provsion of AS3B ASA04100

ar AS43(623) tre folloamg informration is it confickrtial:
(A treeqoa’s rae
B trecHedf tregudicatian
© treloation oftrevdl or sEsmicexdaration
() teche of tre cpartirent's issance of the certificate
ad

© te e o which te infomration recuired o (e
shmitted udy ths sdion will e rdesed [DLE UNDR
AS435011(E) AR

*Se B AS BRI isanerckd oreed
O Aneqore; arer trenan atity tet is eenpt frantaxation urcer
this dgpater;, may trarsfey; anvey, ar sl s procLction tax aedlt cartificate oary
s ad any person Wo rscenes a jracloian tex aeclt cartificate nay dso
trarefey; aonvey, ar sl trecartificate
- S 3 ASA3H0A) is rgeded ad rearedad tored
(1) for aprool.otion tex aecit Uy s sstion
() aqedt may rat ke gudied o recle ataqaye’s & lidality
uthr AS435001(e) ar (ObdowzAn foracdachryear; ad
(4 ananaurt of tre pracl otion tax oreck inecess of treanaurt et
nay ke godied far a cdlachr year urohr this subssction nay e camied |(ward ad
adied acpret tretaqoayer's tax lidallity uclr AS4350.011(E) ar () inare arnaie
ler cdlechr years
*S I ASBHEN0isaverchd by acdirgarevaeyghored
@ "preastirgwel” nears avl tret ves ctkd nare ten 50
chys hut less tren 3 years loefare the ciie nwhich tre eqdadion vl owhich it
IS aonpered is qouctkd
*Se B ASAH A5 Aok by acdinga renvssstion toreed
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o hgedt totretans adconditiars of this sedtian ifadaimis filed urckr
(t)() of this sstionbefore JanLery L, 2006, aarecit aaret tre proclotion tx levied
by AS435001(e) ar (O isdloned inananurnt e d ofive parcart of andlighle
eqerditure Lrohr this ussdtion inouned for sasic eqdaration perfomed (efare
July |, 208 Tokediglde urohr ths susadtion aneqarditie mgt
() raelenforsasmeceqdaaintrd
(A ddared chta tret the comissioner of relLid resoures
00schs © ke in te best inaest of tre St © amuire for pdic
dstniutian ad
B wes coloed autsick trelourchries of aprocLdion urt
honer, tre anaurt of tre eqaerditure trat is afenise diglle undh ths
sedtion is recLoed rgportiaraidly by tre partion of tre saisic eqdadtion
activity tet aressed infoaprad. dicnurit, ad
Q galyutr OQ oftisstin
*Se 37 ASABHA5 isanrokd by addnga revaUtsstin oreed
(M) et togquidias ack by law ifadiotreedat tre udese
of trardferade tax aredits by e Alaska Retirenarnt Miregenant Board is autonzsd
by lav te dpatnat ddl isse a s dud o the Alsda Retirenat
Boad foratrardarade tax aedlt arigirelly issued toaneqdarer uckr
() of this ssctionard purdressal by tre Aleska Retiraant Maregenrt Board
*Sc B ASBH00) isanartkdored
@ A procloe thet procloss al ar mis frama lesse or properh intre
Sate dlnm a calenchr year, Wether or it am i ynert is tire urchy

vith tre catart on Micth of te followiru year (FOLLOAING Tl

t?ilahfdilnay‘crmpesaitﬁj by trecatnat. gMng Winather infamvation recpired
OAINY

(I) acksiption of eech leese a prgaaty framvindh (Rl all v
(AN g Y (VKRH pracLicd] by rene el ostription) lesse nunter, @r
aoooLnting aooks essg ed by treciartne
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@ trerenes of te o if differert, teEsnmjirg te

B ifary,
 tregusanurtofal adtegusanount of ges rocoad fram
eech lesse ar ety adl tre peroentace of tre gross anawrt of all ad gs oved
byihe [EACH oo [FCRWHOMTHE TAX ISPAID
@ tregus \dlea trejart of pad i of tre al adof treges
arocLoed framesth lesse ar prgoarty anred by tre [EACH prodLoer and the acsis
of trangoortation of the all and bes (FARWHOMITHE TAX ISPAID,
® trereneof tre first purdres ad the price receved fr tre al
ad for tre gs Urless rdieved framths U@t inwhde ar infart by tre
chartnert [ANJ | |
© tre poolor's nuodified cyatdl eqeenditures, & cHfired i
ASBHP3 der e eqadius [AD ADWSIMNIS AS
CALQUATHY uthr AS43%0165 ad agjusnents or ater pynets o
oredits uncer AS435%6(1
() te podoion tx \eltes of te al ad ws uchr
ASR%HA)
B aydains for tax aedits tohegdiedt ad
© cdoulatiors Sonina treamouns if any, thet wee orare de
uckr ASBHAQ) ad ineest i av uthymet o oAt
[ASA351680-43%11]
*Se A ASBRHEY) isamethd ored
til) Ryaorts raunired unckr this sadion (BY R ONBEHALF OF THE
PRODUCER) ae cHirgat tre first chy fdlonrg tre cy tre gt isde ite
eersn rounired o file te rgoart s liade for a perdlty; es citermined hy tre
chartent unoer stancards adopted in regulation by tre cepartent, of
nore tren SI,0D for each chy tre parsn falls o file tre gt & tre ting
murcd [re padty 1S in addtion o Ire perdities in AS43(620 ad
430020 ad 1s asessed odlleted ad pad in e s namer & a tx
ceficency uncer this title. I this susaction "report” inducks astatenernt”
* S5t 40 AS435008)is amrosdl by acting rewvaUissdtias toreed
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© A egdom a polor et inus a lee eqatiue uthy
ASA3306b ar receives a et ar aedt uolr AS435610 i aclenchr
year [t cbes it pracl.e al o gps framalleese ar prgaarty intre dae dunirg e
calerchr year Sl file with tre cgartnart an Mirch 3 of the fdloang year a
Satnart, uckr cath ina fampresrioed by the diartnernt, ghvig with otfer
irfamation recpired tre fdloarg
(1) tre podlo's ouAified catd eqeditues & cHired In
ASBRH(3 atrer leese equartituies Lok AS 4356165 adagusnenisardrer
s araedits uthr ASA3%H!IA ad
(@ If the eqdarer ar rooloy recenes a @t ar asdlt U
ASA3%110 cdadatios Soamry wether the eqdarer ar procLoer s liade fara
Ul ASBFHI60(0) ar BRI ad if s teamurt
(O Tre chartnart nay recpire a ool aneqdarer, arangaratr of a
leese ar prgaenty o file northly rgoa s s gadicde of
() teanuisadgos \dLe & trejart of pooldion of al ad
(ps procl ced | _
(9 tragoiainassofteal adges

@ ayustedldinempind, o reddinintrerded; dl a

pocLotian
@ lee eqatiues ad ajustngts uth ASB%HIG ad
435N

© jart interest llirgg
© ctrads fortresde ar trargoortatinof al arges
() infonaion ad clodaios wed in clamnng narttly
irstallent paynvents of esinatsd tax urchr AS 3% @), atl
O ather reorch ardl ifamvation te coartnt CreceS necEssary
fortreachinistraionof this dgater.
Se 4L ASBFHODis avackd ored
S 435040 Poners of Dot of Revenle Bt & provckd in
ASZ3(eA%b- 430040 tecyatat nay
() requireapasmeataed inpodldicnam tin et arenoee
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of tre s ad trepudresrofal arges artreonrer of aroyalty inaicst inal
ar ¢gs o fumish wrether by tre filing of regUlar Seien@nis o igaots ar arewse
actitiardl irfomvation tret is corsickred by tre chartnart s recessaty to anpuie
tre anurt of tre tax, rowtsiarding any antrary rodsan of lawy tre disdosure
ofectitiordl infomationurchr this paraggch to the procLcar ddigptisdl to pay tre tax
cocs ot vidate ASA0A100@) ar AS43062303); kefare dsdaaing infamvatian
uthr ths reggh tet s arewse reqired o [ hed corficrntid Lok
ASA025100Q ar ASRBHB2AQ), tecatnat S
A poicke te pran tet funded te ifamaion a
reesretle qoortunty to e heard recprding the pgoosed dsdasure at tre
coditiars tolee inpoossd urchy (B) of this paraggd ad
(3 inpeegyagaiate cooitiars lindtirg
() aes tote irfamation 1o thoe lecdl coursd),
arsdtarts enfoes officers adlagprtsof e podler wo hae
a resdl o krow tret infamation for the punpoee of clamig ar
oontestirg treporacl oa's tx ddigptian adl
(i) trewseof treinfomation touse for tret punos:
(&) eamretrelods reoads adfilesof tre [SUCHA] paam
Q aoolat henirgs ad conpd e ateche of wiresss ad te
proclotionof bodks recarck; arolpepes ofary persn [AND)
@ nae an inedtigtion ar hdd an ircLiry tret is coreickrEd
recsssay oadsdosureof trefadses
A tean iof poddion franayal arges loction ar
ofaconpery araherprocLcrofal arges ad
B termdtionofteal alges fortadng pumposs
rdpiire a procLoey, an eqaorey, ar an goerator of a ke ar
property 1o file reports ati agaies of reaorcs thet tre ceoartnent aorsicers
Necessary to forecast State revenLe unokr this dgate; intre casc of rgoans ad
ooaies d reoorcs relation 1o prooosed eqaected or gaaroved Uit eqenditures
for a ut for which ae ar nore workim inerest oarers atrer 'len te
querator have authonty togooroe unit eqeernditLes, tre recaired rgoons ad
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aopies of recorck are limited to those repants ar anics of recarcs thet coretitL iz
or dsdose communications betveen the goerator and (lie working interest
OANeYS relating o unt loucket natters, ad
© a8%S apirst @ persn recuired unck this sedtion o file
oo, statevet or after coonet a perdlty, & cetermined by (e
chartent unckr stanchrds adopted in regulation by tiie cBpartent, of rt
nore tren §,000 for exch chy the persn falls o file tre rgoort, statenent, ar
atrer coounent after rotice by the cgpartnert, tre pereity is inackition loary
pereities under ASA3(620 ad 4306290 ard s assessed] odllected] ardl paidl
Inte sae mamer & a tax ceficienty urckr s title tre perelty sl bear
Interest & the rate soeafied unoer ASA3(62()).
*Se A AS 43%is anerokdl by actirg arewsadion toreed

S BH07 Linitation cnasesyrert and anerosd retus, (@ Bot
& [roviced in AS 30b2800), tre antwurt of atax inpossdl by this drgter must ke
assessad within four years alter tre latest retumvies filed

(o) A dsasonof a reglatary oy, aourt o ot loody with autirorty ©
reshve dqauiss tet resUlts ina refrcedtive dene i a leese equardiue o an
ajusnet 1 a leee eqaTiue oS of tagotaiay © e mie ©
aealing \alle o © crscedion of qeity dffeetids ddirg © te
commingling of ails hes a comespording effedt, aitrer an inorese o charese, &
gudicade ontrepacLdion tex \elLe of al arges ar treanaurt ar avallaallity ofa
tax arecit as cetermined urchr this drgater: For punposss ofthis sstin adarte oa
leese eqaaitLre induoks adrarge inthe categmizAtion of a leese eqerditure s a
opelified cqatal eqaditure ar & ot a oLAlfied Gyt eqerditure Tre pocLoy
gl

() vitrin 8)chg dfter tredang oty tedartmart inwitirg

(& within 20 cays dter tredrang, fileangrokd rtLrs coanirg dl
(eeriook affectsdl by tredrane Lriess the cyartngnt ayes arewse aradtay isin
dece tret affects the filing ar ey, recardess of the parchoy of gaoedls of tiie
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© Ifandterdtioninar nudification ofarocLoar’s feckrd inonetax ieun
ar a reonpuiation of tre pocle’s feckd Iroone tax ar ceEemrdion of
cefiaenoy s tret affedts the anaurt of atax inpossd an the procl e Urchr ths
dger; trepoc oy Sl
() withn 6 chs dter tre fird cetermretion of tre dtaation
nudification rooonpuiaion arceficengy, rotify treciartnart inwiting ard
(@ within [20 chys dter tre fird cetemiretion of tre dtaation
nooification rooonpLtaian ar cfiaeny file angnokd returs covenrg dl ffectsd
eriack
@ Inthsstin
() ‘"oudified cqatE eqeitue’ s te ey gvn i
ASBHX3
(@ "rem' irducks a ot adaEnat, ad an anerosd i|um
et or et
* S .. AS435510 isananckd by acti g rensUssctias toreed
© Trecmtnert may recpire tret TS SEEN@S 10 rotifications
ad gydicatiars filed unchr this drgter ke filed dectranically ina famard name
apoeda oty tedyatat o
() Trecmnat ey e et pynars recyiec uthr s e te
nackdectranicaly ina fammard namer gaaoied ar presied by the chartnart
\)) Notwitrstarding ASZ4E, the chartnart nay issLg, for tre infamatian
ad quicaeof poolos edlaas addier ineested pasas aosary (uldirs

apted udhr this dgder Uness afrewise proced by the chartnat by
regLlation ineeaias sated in the adisary (lletirs ae rat arding oan tre
chateta dres
*Se M ASAR3HIA0) isavertkd toreed
@ Baogt s prodcsd in() of ths sscian for tre puioses of

()] AS435601(), treamd paodointax\alle of tretadde

() [A] al adges proc.osd duirg a clerchr year framlessss @
AgEties intrestate tret induck lard rarthof @B dkyees North ldtituck is e gras
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\dlLe & trepart of pocLdinof treal ard ges taade uor ASA350 1) ad
oclod by tre prooloer framitihoee lesses o prgoarties; less tre procLioar's lesse
eqaaitLIes uth AS43516b for tre clenchr year gydicde o e al ad s
aoclosd by te pocleer fram troe lesss o pgarties & agjustsd Uy
ASRBRFHIN ths suparagadh s it gy © nis et ©
ASA3 AL D)

@ [B] al adgs podoad duirg a claohr year framlesss a
[qeties in e Sate outsice tre Gk Inet ssdnantary kesin roat of whidhis
rathof @Bckgress Nirth latitLok is thegross \alue & tre part of praddtianof the
al adl ges tadde unchr AS4350(11(e) ard procLoed by the proclcar framttoee
leeses orrquarties less the ool oar's leese eqarditures uthr AS3%lb for tre
calerchr year gdicalde totreal adgps jradosdl by tre proc e framtiose lesses
arpgrties & agjusted uor AS4356110 this suloparagraph cocs It gy o
0ps Ugect D AS4356011 (0

Q[Q] al pocloed drirgacalachr year framaleese ar oty
iIntre Gk Inet ssdmentary esinis tregass valle d et of pocLdionof tre
al tadde uth AS435601(e) ard procLiosd by the procloer framitret lese
gty less tre procloar's lesse equarditures urchr AS435h16b for the clethr
vear gydicade o tre al pracosd by tre procoy framtret esse ar oty &
agjusted utlr AS43%6110
| Q[0 gspulmidrigachryer funakeea posty
intre Gk Inet ssainarntary eanis tre gross \elle & tre part of prad dianof e
ops tadde utlr AS4355Q11(e) ad pracl.oed by the procLoer framtt leese ar
gty less tre procloer's lesse eqoartiiures urchr AS4350165 for the clenohr
year qydicatde to the gps procload by tre procLoer framtret lesse ar gty &
agjusted uthr AS435%6110

® tirs procloed dvinti a clenchr vear frama leese ar proparty
cutsick the Gk Inlet sedimentary besinarti Lsad in the state is the aoss velle
d te part of prodlotion of tet WU taxade unclr AS43%6031(e) ad
paracled In the procloer fram Ut leese or progenty;, less the prodLoer’s lesse
eqaitures uclr ASA35I6b for Ihe cllencar vear godicade to tret u's
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proclosd by te procloer from thet lesse o property; & adjusted unchr

ASBHM
0 ASBSHAYY, THE MONTHY PRODUCTION TAX

VALLE CFTHETAXABLF
(3 QL A\D GAS FRODUTD DLRNG A MONTH
FROM LEASES QR PRCPERTIES IN THE STATE THAT INCLLEE
LAND NCRTH CF 68 CEGREES NCRTH LATITULE IS THE GROSS
VALLE AT THE RONT CF PRCDUCTION CF THE OLL AND G§
TAXARLE UNCRR AS4350i(g AND FRIDUED BY THE
PRCDLUCER FROM THORE LEASES (R PROPERTIES, LESS U2 OF
THE PRODUTERS LEASE EPENDITURES LNDER AS 4355165 FCR
THE CAENDAR YEAR APPLICABLE TO THE QL AND G5S
PROOUCED BY THE PRODUTR FROM THOE LEASES (R
PROFERTIES, AS ADUSTED UNCER AS 43510
® OL A\D GAS FRODUTD DLRNG A MONTH
FROM LEASES CRPROPERTIES INTHE STATE QUTSIDE THE GOOK
INET SEDIVENTARY BASIN NDPART CF WHCH ISNCRTHCF 68
DEGREES NRTHLATITUE IS THE GRCSS VALUE AT THE FONT
CF FRIOWCTION GF THE OL A\D GAS TAXABLE UNDRR
AS435531(g) AND PRCDUCED BY THE PRCDUCER FROM THOEE

APPLICABLE TOTHE AL AND GAS FRCDUCEDBY TIIE FRCDUCR

AS43%BLN

O QAL FRCDUJD DLRNG A MNTH FROM A
LEASE (R PRCPERTY INTIIE GOCK INLET SEOIVENTARY BASN
IS THE GRCES VALLE AT THE FONI OF FRADUCTION G- THE QU
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CALENDAR YEAR APPLICABLE TO THE AL FRCDUTED BY THE
PRODUCRR FROM THAT LEASE (R FRCPERTY, AS ADIUSTED

UNCRRASABRIN
GAS PRCDUCD DLRNG A MONTH FROM

0
LEASE (R PRCPERTY INTHE GOCK INLET SEOIVENTARY BASN
1S THE GROBS VALLE AT THE FONT G- FRCDLUCTION G- THE GRS
TAXABLE UNCRR AS435%Q1(Q0 AND FRRCDUID BY THE
PRCDUCER FROM THAT LEASE (R PRCARRTTY, LESS V12 GF THE
PRODUCERS LEASE EPENDITURES UNDRR AS433016b KR THE
CALENDAR YEAR APPLICABLE TO THE GAS PRCDUTHD BY THE
PRODUCR FROM THAT LEASE (R PRCHRRTY, AS ADILBTED

UNDERAS4356(7)
*S b ASA3%160() isanerosd loreed
4 © Ay adussd lesse eqaritures utr ASA350166 ad 3% tret
15 wauld atherwise (e ceoLotilde by a rocLoer ina calechr year bt whose coLotion
16 wad caee anamd proclotion tax valle cdadated udhr @@ [@)(0)] of ths
[7 stion of tadde al ar ¢es procl.osdl dlng tre cAlachr year D (e less tren 20
18 nay ke ued oestdishacaricHavadarid losuthr ASRBHEID). Inthis
19 SUsaction "jrooLcer” induoks "o
20 *SC ZBASZBEIGXB) ISanechdtored
2 @ Bt & provosd uter ©) arwl @) [(©) - O of ths sscion for tre
22 unosss of AS 4356160 a roolo’s lesse equarditures faracllethr yer ae tre
23 ardirary andl recessary aoets Uatreamof the part of procLdtion of all and s tret
2 ae inuned cLnirg tre clenchr year by tre pracl o dfter Mrch 3, 206 ad tret
25 aredrect aosts of eqdanng far, cevelgang arpraclang al ar gps coosits lacatsd
5 within tre procloa's leeses @ prgaties intre Sete @, intre case of lad Inwhicn
2 the procLcer coes it oanavarking interest, tret are direct aosts of eqdanrg faral
B ar ops Chooaits locatsd withinather land intre state. Incteming wether asis ae
2 leese eqaritures trechartnert Sl corsichy; anurgather fedtars
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dloned tolall aworking interest arer tret is ot tre qaeraty; unckr unit qaating
ayen®is a Smilar qeeraling agenarnts et vere in effect before Dacanoer2
A1 advae 3gect to regtiation withdt leest ae warking interest oarer wih
Stsartid bagpingpong; drer tentreqoerat; ad
() trestarchros adysdl by tre Dyoartnart of Nturdl Resouress tret
cHtemire te ool dtter tren itans listied in (@) of this sedtion tet a lesse is
dloned to oLt framreienLe incaloulating ret rafits Lok a lesse IssLed Uk
ASIEIANAB, O aE
* S, 47 AS4330165(0) Is rpedled ad reaected oreed
© et 0 ad () of ths sdtian if tre cyartnant firck tret the
it prodsias of aunt qerating agean@rt ar smilar qeerdling ageanat ae
SUstartialy cresart with tre cieartnant's citemiratiars ard starchrck uchr @
of ths sdticn carcaming whether aoets are leese eqaarditures ard) inackitin finck
tret a lesst ae warkirg interest onrer arty 1o te ageenet, orer tn the
qperetay;, wih sUstartidl incertive ard atallity to effectively acit lllings urchr tre
ayenert, infact iseffectively aditirg illings urchr treageanet, tre dartnart
Ny alfmz a reure a podoy; alget © cdtias pesoied uchr
repulatiors actytsdl by tre cicartnant, totreet es et portian of s lesse eqaarditures
for a clerchr year gdicatde toal ad gps rocloed framallesse ar gty intre

seearly
(1) teass dfer trenitens lised in€) of ths ssdtin tret ac
ircuned by treqoardtor ding e clenchr year adl et
(A ae hlled to tre podlo by te qeaar uthr tre
ayenet iownidh tret leese or ooy is sUject adare ether rot dguted
ly avarking interest onrer arty o tre agreanart arare firelly cilamred
tole oty hllade s aret of dgoute resdution ar
B foraprooloer tetis te gy, wad e hlldde otre
aocLo by the qoeratar In aooarche wih tre tans of the ayengrt ©
which tret leese o prgoarty is agedt if tre procl o vere it tre qaaraty,

ad
(&) areesorede parcartacy, & citamined Urchr reglatians acsd
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[y te cartnent, of te aets tret ae hilled ok (1) of this Ussdtin & an
dlonance for oerhead expersss diredtly rdated o eqdanrg o, ceelqarg ad
aoclorgal ar ges coaits located within tre lesse arprgaarty, otreedant troe
eqaes aerd billade uchr teayenat
* S 48 ASA30160(E) Isaneckd oreed]
© Forpupossof this satian lesseequartitures cort irduck

({) Chpreaation cadlian aranurtiztian

(@ dl orgs oty mynents pocloion pynents lee it
Juss adrerpynents arddniutias of agareofal ar ges procLotian ot ar
IEE'LE

¢) 1aes s anarnessued by ret inne

@ ineest o arer firerarg daes ar oS of rasig eouty ar

® aqustion acsts foralesse ar oty areqdaation licarse

© oS angrg fram frd wifd e, [ gos
regdicae crimirel reglgarm vidation of law induding a vidtion of 3
USC 139€)(1) or 132(0)3) (Cean Water Act), or fallure to conly with an
cdligetion unckr a lesse, ety o lioaee 1ssed v te State o feckd

gpemet

(7) liresarperities inpcsd by law

(9 aosts of atatratian Iitigptian ar ather dgoute resdution activties
tret inave the sEte ar cooam tre g ts ar adicatiars anorg oarers dinterests
I arnghis toprocLoion ram arear nure lesss ar portiss arautt

(M aosts Irouned inapnzarg a @atreip jart \aue ardhe
Oaresettya ara et

() amounts pad to incknmify the state tre edusion provckd by
ths pareyath does it gy 1o the oS of dotaning ireurane ar asuely ool
framathicharty iInsurer ar sugly,

(1) sudras leved utr AS 435020 43530

() foratasdtintd isaninard trader o isatewse it an
an'slegthtrarsaction eqarditures inouredtret arc inexcess of fair nardet valLe:
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(13 a eqediue imed © pudee a inaet in ay
copodian @tresip imisd lidality compery, oares e, ar ay dier
(LAress ity Wether ot tre trarsedtion s trested a5 an esset Sdle for feckd
e tax

(14) atx leded uror AS 435601

(15) [THERCRTION (H oosts inuned for dsnartienant, renod,
e, o datomat of a fadlity, ppding wall d datfom o dier
dndire a for tre restodion of a lesss, fidd Ut aeg, tret of land, boody of
vae; o rignt-a-aay in corjurdion with dsnantiengrt, renod, snady; a
arcomart [, THAT ISATTRBUTABLE TOPRCDUCTION GF AL CRGAS
OO0URRING BEFCRE APRIL 1, 2108 THE RCRTICN ISCALOULATED ASA
RATIOCF THE AMOUNT G- CIL AND GAS PRCDUCTION INBARRELS O
AL BEQUIVALENT, ASSOOATED WTH THE FACILITY, PIPELINE, WAL
PAD PLATFCRV] OTHR STRUCTURE, LEASE, RELD, LNIT, AREA BCDY
C-WATER (R RGHT-CFWAY COOURRING BEFREARRL L, 26 TO
THE TOTAL AVOLNT G L AND GAS PRCDUCTION IN BARRELS
AL BEQUIVALBNT, ASSCOATED WTH THAT FAQLITY, PIPELINE, WAL
PAD PLATFCRV] OTHR STRUCTURE, LEASE, RED LNIT, AREA BCDY
G-WATER CR RGHT-GRWAY THROUGH THE END G THE CALENDAR
MNH BEFCRE COWENEVENT CGF THE DISVANTLEVENT,
REVIOVAL, SLRRENDER (R ABANDCNIVENTY; aacet is it exduokd urchr
ths paregach if tre dsnartienant, renovd, sunerdhy; ar doarcmant for which
te ot is neuned is uthriden for tre pupoee of redaary oAy @
inprovirg tre fadlity, pipdire vl ped datform o atrer studure [FCR TIE
PURPCEES CF THIS PARAGRAPH "BARREL GFAL EQUVALENT" MEANS

(A INTHECAE CFOL O\NEBARRHL;
B INTHECASE -GAS GOIDCBICHET]

(10 008tS irourred! for cortamet, cotrd, dearp @ renod In
caectin with any urpermatted] releese of al ar a herarctus Ustae @d ary
Ildalltyfcrclmﬁ inpossd an tre oo o eqdaer Icrthatummled
rdesss ths paraggch dos it gy o tre acst of cevelgangad nantaninganal
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dstate peatinadotingoy danuth ASANAE)

(7) aosts inounmed tosatisfy avark covmitnart urchr aneqdaration
licarse ucr AS BGRIR,

(18t portion of eqarditures et woud atrenise ke g Aified

eqertiture] & chfined in AS 435023 (AS 435 (P3K)Jtinouned dLrirga

Calechr year tret are less tren tre pracl.ot of 3030 multiglied by tre tot taede
aooLotion frameath lese ar prganty, In BIU eqhdlat bandls clnig tt
Clechr \er, et trd;, wWen a porian of a clerchr year is agedt fo this
provsan treeqandtues advdues Sl e paasdwithint et clerchr yead

(19 aoets incumed to carstruc, acouire. or goerate a refirery or
auck al tyan; pant, regardess of wrether e prodlots of te rdinov ar
togaro dat ac wad innl o Wes eqdaration cevelgament, or pracloin
operations, honever, if a prooloer oars a refirery *ir ack al togarng dart
thet is located anor rear the pramises of the producey’s leese or proparty intre
state andl thet processes the procLoer's al proclced framittet leese or prgg” A
INoa procLat tret the procloey Less inthe queration o tre leese ar pi>).at\ in
chillint for or procLing al or bes; the orocloer’s lesse expencitures induck in
anuunt calolated hv shiractim framtre fair narket sline of tre product Lssd
tre proaling \alle, & cetermined uncr ASA3%9Q of tre nl tet s

rooesse

achacaov.

*Sc A ASAB3RlE() isanerosd tored

9] Tre chartnat Jdll et regulations tet rodce o ressoretde

nettocs of dlocating aosts eveen al ad e beven b sidH ©
ASABHAKY) am ater bes an even lesss o poates in thoe
araunstanes Were an dlocation d oS is minimi o cetemre il
DiTIKMNATIN Q111! J lesse eqeoitures tret are acsts of eqdannt for;
<\ddiinu o primill” ol deposits or asts of eqdariiiu tor; ilex(luare o
pracdhaim“as cacsits (AL ICABM IP Al CKIP iasi, @ tret aeasisd
oponn: for, desdgary m prod; al o cs dposits located nithin
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[AFFLICARLE TO OlL AND GAS FRODUTD FROM] differt leesss ar
pertes || REQURES ANALLOCATION CFOCSTS)

* S 5] ASA356[) isanarckd oreed
Uhess te paynant ar aedlt Fes dready ben Uldraded in clallating

hilldde o hlled aets uchr ASBHIAC) [(R @) a podoa's lese
eqaditues Ut ASA3%01%H mst e agjusted by sdrding paynents ar
aedis, ather tren tax asdits, reoaved by tre pracl.oar ar by an qeeretor adtirg for
trepodlor fr
() tre e by adther parson of a podLotion faallity Inwhich tre
poole fes an overdp ineest a te naregenat by te podoy of a
aocLdion fadlity urchr a naregenet ayenart prodding for e podoer ©o
e anaepet fee

(@ amniusat o amiar pynat tret offsets te podo's
lease eqaitLIes, induoing an irsurance rooo\ary frama thircharty ireLrer ada
et fiamtie sae o feckd goemat for rentusnat of tre procloar's
HIEE 065, Iruoing (8 for Gy sty deenirg cehyaretion
conpressing <t other fidd handling assooated with te pracldion of al ar gs
Ustreamof tre ot of proclotian

 tresdearatertrardarof

A anast, indudrg gedlogicd, ceephysicd, arvel chiaa

Inepetatias aoouired by the procloer as a resUlt of a lesse eqarditure ar
an eqarditure tret would e a lesse eqardiure if it vere inned ater
Mirch 3L 2005 for puposss of this suqearaggh
id itapolor reoes framtrestate torueausce
thestate anasset cksrited inths Ugeareggd trevalLe of treaset
it tre tine it is avoved is corsichred a [yt received by tre
aooLo for e ar tradfarof teass,
() foratasdion te is an inard tader a'is
dtiid vibe rit ananl's legth trarsedian it tre sdle o trarefer of e
&t Is mack far less tren lair nardet \alLg, tre anunt Sktracted
mg ketrefarnaiet \due ad
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B dlags
() te is rt corsched procleed frama lese ar
gty uter ASA35AAC), ad
(i) tre acst of aoouiring which is a leese eqartiure
Irued by tre s tret acopires treal arges
* S Bl AS43% is anarckd by acbirgarensstion toartide 4 to reed
SKC. 43.55.890. Od0sUe OF taX Infomration SJ:]GIiDASfOZ']l(Dard
ASAB(LZE), te chartnart nay pudish tre fdllonin infomation urdr this
dgds; ifappecped antry theear nore procLcars areqdarers, Soarg oy nartn
arclarchryearad by lesse ar gty Ut araeaof trestate
() teanountofal arges proclotian
(@ treanuurt of 2es leved urchr this dgater ar ad unckr ths

S treeffective tax rates uchr this g,
(4 treguos\dLeofal argesd eyt of prodLotian
O tretragotainossoral ags
© odlified gt eqeerditires urchr AS 4350 (3 K),
(7) eqdaationeqartiLres uth AS435005
© podldionix\duesofal arges udr AS43%16)
O leeseepadiuss uth ASA35H160
(10 dusnatsleeepadiues utr AS43%10
(1) & asdits gpicade ar poientidly adicade acparet taes
levied by thisdgter;
*Se 2 ASA35H9Dis anarokd by acding rewperayad s toreed
(@ e s ower of en ety it Qg
interes; arworkingintarest inamned intarest u all arges
(B "unt’' nearsagapoftradsof lard tret is
(A hjet toa cogoerative arauntt danof cedgmet a
qoaration tret hes loen cartified by e comissioner of retLrd resouees
uthr ASBBIEN;
B sgedt tacogperative ara unt dan of cheqoent «r
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cperation et Fes teen e by te Urited Setes Sretay of tre Itaricr

urolr HUSC 280
O et anayenert of tre owrers of inerests intre

trads of lard o \elidy inteyate thar interests o provck for the unitized
maregenet, chdquent, ad i of tretrads of lardasa urit, within
trenerinyof AS3L05.108) o
O wthn tre ut aea of a utt aested by acer of te
Aasa Al ad Gs Grenation Grmmisson uokr AS3L.05.11000);
) "Ussd intrestate nears cRlivered forcosLnptionas fud int
date irdudiny s fldl aorsuned togererae dedtriaty,
*Sc B ASABRIANC) a'd435lE(d) ae reeded
*Se 54 Tre unoodificd lawof e Sate of Aleska Is anarokd by acirgarewssdion o
eed
APPLICABILITY, (@) Sdtias 14- 8 8- 2, 3- B4 4- ) ad Bofths
Adt gytoal ad ges ool osclafter Decanvioer 3, 2007
O Sxatios 3B ad 4 of s At gy o Saanarts ad |ots uth
ASA315030@), as avarckd by sec Bofths At ad ASA3FH030E) ad (0 & atkd
lysec Dofthis Ad, recpired ol filedl after Deoanoer 31, 2007
© Sdias 2- Rad Dofths At gy eqdaation eqaoitures ircuned for
vark perfomed after Deoenor 3, 2005 et are te besis of tax aedits et nay ke
dained aaret taxes levied faral ol gps proc osdl after Decanoer 3, 2007
O ASBH0AQ), areded by s Lof ths Adt, gdies toany ta lidallity urcr
AS B3 with resaect towhich tre periad of imitatians an assesnart utlr ASA3A)
redlrat eqared before treeffecive chle of s 13ad 2 of this Ad:
© ASA3HN) evdsd by ¢ 24 of ths A, gqydies o ay irddlinart
et dedter treeffective cieofses 240f ths Act tret is ret acitindy.
@) Treperdlly in AS435008(d), aectsd by the ansrohant toAS435%080(d) i
s Pofthis At godies toany rant reoLired o ke filed dfter tredffecive cite of s P
of ths Act tret is . filed! tinaly.
© Tre pardity inASA350400), aedted by treanachart o ASABH0D I
% 4 of this Ad, godies toary gt statenat, or atrer chounart recired o ke filed
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Hiter treeffective cteof s 4 of ths At

2

*Se 5 Treuroodified lavof e Sae of Aada isanarced: by actinganewsstiono

3 r=d

TRANSTION ASSGNVENT O AL A\D GAS ADTGRS IN THE
CEPARTVENT (- REVBNLE AND CEPARTIVENT OF NATURAL RESOLRCES
Notwitstanding any aontrary rodsan of lawy enployess enpdoyed s al adges aditars
perfoming procLdtion i aLdits ar & thar inmediate yperisas in e Cyartnart o
Reene ad enploes enpload @al - ad ¢es aditos pefamirgrogty ads
induoirg ret it See adis ar & tar imnedate ypavisas in tre Cyartnart of
Niurd Resourcss are asigred o treeenpt senvice inacoarchee with AS 041042,
actkd by ¢ 10 of ths Ad, ad nay it (e induckd in tre gpred goemaet ar
Syervisry cdllective arcaining untts of dete enpoyess et & [rodced inthis sstin
Al al ad gs adtas pafomg poldion & adis a oty adts ad tar
Inmreciate upervisars hired befare treeffective citeof s 10of this Act have tre gtionof
(I atirurgintregered goamant arsypenvisary jdlective arganig uisad ey
et totrar reyoective adllective argainy agren@nts ar (2 keng renowved framitrose
tacanguTts Theeeandoes e PDaohys framtreeifediveciteof s 10ofthis At
neads te gdian lo axtire inte adlective kagaing unis: Tre gation ke urchr
ths ssctin by the enoyee is inevoctde: Tre employess drooaing 1o ke removed fram
thoe baanng Ui ae renoied after any ndtice enad recuired v a adlledine
eranryayeenet _ _

*see. 30 Tre unoodificd lawvof the Sate of Al is anarnokd by actinga rewsstion o
reed
TRANSITION REGULATIONS Tre Dyartnart d Niud Resoures ad tre
Cyatnat of Ravare nay prossdito aot reiatios o indenert  ths AQL Tre

Heg laicrs e et Ut ASAE (Achiristratie Frosie A, hitret tefoe te
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e
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effective chie of the lawvindenarted by the reglation
* S5t 57, Tre uroodificd lawof tre Sete of Alaska \sanrcd by aciga revsstion o
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4
5 Pxel0 fdloarglire s
6 Irsrtarenll sdtiontoreed
7 "™*Se B ASA3%0(Y) isaneckd ored

(O Trelewy of tax urchr this ssdion for [ONA PRCDUCER (H all adges
9 rocLosd fram leeses or properties tet induck land rarth of @ dagyess Narth
10 latitLok, otfer ten al and Les sUigect to () of this ssation and »as sLgect 1o O
1 of this sedtion nay it ke less tren
12 () four percartt of tre g \alLe a tre ot of prad cinwren tre
3 averape ice e kamd for Alesa NrthSoee auck al for e antre United Setes
4 Vst Goestduring treclerchr year forvnidh tre tax isdLe is nre tenS5
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) aerae [rice e amd far Assa North Sgee auckal for sdle antre United Saiss
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6 Vst Gt dLnrg trecdanchr year forwnidh e iaxisdleis §5 arless”
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Pace 2 lire 3 following “tet”

2 Insert

3 “(1) the provsiors of this Act will

4 (A esue a far adl equitable mears of assessing ad g
5 Alaska's all andlges resourcess, ad

6 (B) eourace tre avallability to Alaska's artizers of afforcele gps
7 procLoed trargorted and corsunved within e state

(Q treerecimentof’

0

10 FHgEZl“Ezt
11 EHeE?Enajedty’
12 Insert “in”
13 Delde “oonfim{’
14 Irert “refating o the limitation of assessvents for tre proclction tx anall ad

15 ops and e<rsanvation Surararges anil, corfims”

[7  Pae?2 lire5 folloning “Revenue’, thrauth line 6
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Insert "sec. 37"
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3 Pp3lired:



BB&NBNNNNMBBEQEGEEI@-':S@@\Imo"l-hool\)-—\

25-GH0014W. 1

Delete s 41"
Irsat "sec 40

Peced) lire L.
Drlete"sc 41"
Ireat "sc 40

Pep4) lires 2- 21
Dretedl naterid adirsat
"* S A Tre uroodified lawof tre Sate of Alaskanis angrosdl by acting arewsstion o

reed
OL AD GS ADTCRS (ASSHCATION AND PAY PLANS
Notwitrstarding AS 2241502, tre Dyartnart of Achingtration dll cedap ad
Indlen@t a ddtindt position dassification dan ad a dstindt ey dean for al ad gs
adtasadtrarin nodaemavisas tret perfam
(Dpodoin txadisinte Dyartnertof Raene
@ rodlyadt idwing et pditdae adts in te Cyatnat of
Niturd Resouress”

Pap A0 lines 30-3L:
Diee "Sctirs 7 ad B!
Ireat "Sectiors Bad !

Pxpdl lire .
Diele"Sctirs 14- 6 B3, - BN 4- Dt

Ireat "Sedtios 13- 25 27-3, B- 3 D434 adR’

P4, lire3
Diete e B
Iret"sec. 57



MEMBER

2007 HOUSE FINANCE
COMMITTEE VOTE SHEET

DATE:
Amendment
Favor
Yea

Nay

Oppose



Al«ul  7-Ti\j

25-GHOO014\N.30 -
Bullock
11/10/07

AMENDMENT D'V-0\-vy7jc¢

CFRDINTHEHOUE
TO C3-B2A0 AN), Dt \erscn'N'

Page 10, line 23:
Delete "and (k)"
Insert "(k), and (0)"

P-.gc 10, line 24, following "to™:
Insert "the sum of

()"

Page 10, line 25:
Delete "the tax rate determined”
Insert "'25 percent; and
(2) the sum, over all months of the calendar year, of the tax amounts

calculated"

Page 10. line 27, through page 11 hue 9
Delete all material and insert:

"* See. 15. AS 43.55.011(g) is repealed and reenacted to read:
(g) For each month for which the price index determined under (h) of this

calculated as follows: (1) for oil and gas produced from each lease or property, the
monthly production tax value is calculated in the manner described in AS 43.55.160(a)
and (b), except that the gross value at the point of production for the month is

substituted for the gross value at the point of production for the calendar year and 1712



25-GH01AN 30

1 of the applicable adjusted lease expenditures for the calendar year is substituted for the
2 applicable adjusted lease expenditures for the calendar year; (2) the monthly
3 production tax value determined under (1) of this subsection is multiplied by the
4 progressivity tax rate for the month. The progressivity tax rate for a month is the
5 product of 0.4 percent multiplied by the price index for the month determined under
6 (h) of this section, except that the progressivity tax rate for a month may not exceed 25
7 percent. Notwithstanding any contrary provision of AS 43.55.150, for purposes of
8 calculating a monthly production tax value under this subsection, the gross vakie at the
9 point of production of the oil and gas is calculated under regulations adopted by the
10 department that provide for using an appropriate monthly share of the producer's costs
1 of transportation for the calendar year.
12 *Sec. 16. AS 43.55.011(h) is repealed and reenacted to read:
13 (li) For purposes of (g) of this section, the price index for a month is calculated
14 by subtracting 30 from the number that is equal to the total of the monthly production
15 tax values, as calculated under (g) of this section, of the taxable oil and gas produced
16 by the producer from all leases and properties in the state during that month, divided
17 by the total amount of taxable oil and gas produced by the producer from all leases
IS and properties in the state during that month, in BTU equivalent barrels. However, a
19 price index calculated under this subsection may not be less than zero."
20

21 Page 14, line 5:
2 Diete "5 pacat of

23 Insert "the sum of 25 percent and the progressivity lax rate calculated under

24 AS 43.55.011(g) multiplied by"

25

26  Page 14. lines 17- 18:

2/ Delete "all leases or propcrtie: in the unit or nonunilized reservoir"
28 Insert “"those properties™

29

30 Page 14. line 19;

31 Delete "25 percent o f
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Insert "the sum of 25 percent and the progressivity tax rate calculated under

AS 43.55.011(g) multiplied by"

Page 14, line 29:
Delete "25 percent of"
Insert "the sum of 25 percent and the progressivity tnx rate calculated under

AS 43.55.011(g) multiplied by"

Page 29, line 29:
Delete "annual1
Insert "[ANNUAL]"

Page 32, line 16:
Delete "an annual”
Insert "a [AN ANNUAL]"

Page 3S, following line 26:
Insert a new paragraph to read:
"(23) “progressivity tax rate" means that part of the tax rate in

AS 43.55.011(g) that exceeds 25 percent;"

Renumber the following paragraphs accordingly.



aclbpVtcl/

AMENDM KMT MI

OFFERED IN THE HOUSE BY REPRESENTATIVE HAWKER
TO: CSHB 200I(FIN), Work Draft 24-GHOOI4\N

Page I, lines 3-5
Delete “providing a penalty for the underpayment of an installment payment of the

production lax ou oil and gas;”

Page 17, lines 4-13

Delete all material.

Renumber all sections accordingly,
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10
11

13
14
15
16
17
18

10

AMENDMENT

CFERDINTHEHOUE
TO C3-BANEN), Daft \erson“N

Page 17, line 25, following “”’March 31
Delete “2003”
Insert “2001”

Page 17, line 26:
Delete *“[2001]”

Page 18, line 2
Following “explorer”

Insert:

“that did not have commercial production of ol or gas from a lease nr

properly in the state before January 1, 2008,”

Page 18, line 3:
Delete “due under”
Insert “levied hv IDUE UNDER!”

Page 18, line 5, following “that”, through line 6:

Delete all material



10
11
12
13

14

17

19

Insert: “were incurred after March 31, 2006, and before January 1, 2008
[ARE INCURRED DURING THE CALENDAR YEAR FOR WHICH THE

CREDIT IS TAKEN];”

Page 18, line 9, following “after”:
Delele “ihe later of (i)”

Insert “[THE LATER OF (i)”]

Page IS, Line 10

Following “2013”
Delete “or (ii) the sixth calendar year after the calendar year for which the

producer first applies a credit under this subsection against a tax due under AS
43.55.011(e), if the producer did not have commercial production of oil or gas from a

lease or property in the stale before April 1, 2006~
Insert “[OR (ii) THE SIXTH CALENDAR YEAR AFTER THE CALENDAR

YEAR FOR WHICH THE PRODUCER FIRST APPLIES A CREDIT UNDER THIS
SUBSECTION AGAINST A TAX DUE UNDER AS 4355.011(e), IF THE
PRODUCER DID NOT HAVE COMMERCIAL PRODUCTION OF OIL OR GAS
FROM A LEASE OR PROPERTY IN Tl IE STATE BEFORE APRIL 1, 2006]”



25-GHOO0I4\N
Finley/Bullock

11/9/07
CONCEPTUAL AMENDMENT
OFFERED IN THE HOUSE BY REPRESENTATIVE JOULE
TO: CSHB 2001(FIN) REPRESENTATIVE CRAWFORD

Page 18, lines 22-24
Delele all material

Page 23, lines 14-18
Delete all material

Page 40, lines 28-31
Delele all material

7 Renumber remaining sections accordingly.

12
13
14
15

16



AMENDMENT "NP’ < vy

OFFERED IN THE HOUSE BY REPRESENTATIVE HAWKER
TO: CSHB 2001(PIN), Work Draft 24 GHOOI4\N

Page 21, line 10
Delete “adequately achieved”

1
2
3 Insert “was consistent with achieving”
4
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AMENDMEMNT

OFFERED IN THE HOUSE BY REPRESENTATIVE HAWKER
TO: CSHB 2001 (FIN), Work Draft 24-GHO0I4VN

Page 21, line 25
Insert following “available;”
“In addition to lhe submissions required under (1) of this subsection, the explorer shall

submit information necessary for the Commissioner of the Department of Natural

Resources to evaluate the validity of the explorer’s compliance with lhe requirements of

this section.”
Make conforming changes to punctuation.

Page 22, lines 11-19
Delete “in this subparagraph, well data ... testing the well;”



AMEN DM 1ICNT

OFFERED IN THE HOUSE BY REPRESENTATIVE HAWKER
TO: CSHB 2001(FIN), Work Draft 24-GH0014VN

Page 22, line 12
Delete “include all derivative products, results, and copies of’

Insert “includes all”

Page 22, lines 15-19

Delete “and tangible material ...testing the well;”
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MKNI)MENT

W
OFFERED IN THE HOUSE O N J Z

TO: CSHB 2001 (FIN), Draft Version “N

Page 22, line 11, following “subparagraph,”:

Insert JU fA b
“(i)™i seismic or geophysical data set ineludes the data lor an entire

seismic survey, irrespective of whether the survey areas covers nonstate land

in addition to state land or land in a unit in addition to land outside a unit:

mi”

Page 22, line 22, following "Resources”, through "that department” on line 23:
Delete “for 10 years following the completion dale, at which time that
department”

Insert

1) in the case of well data, until the expiration of the 24-month period
of confidentiality described in AS 31.05.035(c), the Department of Natural
Resources [FOR 10 YEARS FOLLOWING THE COMPLETION DATE, AT
WHICH TIME THAT DEPARTMENT]”

Page 22, line 23, following "notice”:

Insert

4unless in the discretion of the commissioner of natural resources, it is
necessary to protect information relation to the valuation ol'unlcnsod acreage
in the same vicinity, or unless the well is on private land and the owner,
including the lessor hut not the lessee, of the oil and tins resources has not

given permission to release the well data:



(ii) in the case of seismic or other geophysical data, other than seismic data
acquired hv seismic exploration subject to (/) d* this section, for 10 years
loHowiim the completion date, at which time tiie Department of Natural
Resources will release the information alter 30 days’ public notice, except as
to seismic or other ueophvsud data acquired i'rom private land, unless (he
owner, including a lessor but not a lessee, of the oil and gas resources in the
private land gives permission to release the seismic or other geophysical data
associated with the private land;

(i) in the case of seismic data obtained bv seismic exploration subject to (/) of
this section , only until the expiration of 30 days’ public notice issued on or
alter the date the production tax credit cei (ideates are issued under (5) of this

subsection.”
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AMICNJ) M ENT

OFFERED IN THE HOUSE

TO: CSHB 2001 (FIN), Draft Version “N”

Page 28, following line 11:

Insert a new bill section tr read:
"*Sec. 42. AS 42.55 is amended by adding a new s iction to read:

Sec. 43.55.055. Penalty for understatement o tax. (a) In addition to other
penalties prescribed by law, if there is a substantial understatement of tax required to be
shown on a statement required under AS 43.55.030(a), there shall be added to the tax an
amount equal to 10 percent of the substantial understatement of tax.

(b) In addition to other penalties prescribed by law, if there is a gross

understatement of tax required to be shown on a statement required under AS

43.55.030(a), there shall be added to the tax an amount equal to 20 percent of Ihe gross
understatement of tax.

(c) In addition to the penalties imposed under (a) or (b) of this section, a person
who has made a substantial or gross understatement of tax is liable to the state for the
reasonable costs of the slate’s enforcement action, including auditing costs.

(d) For purposes of this section.

(1) asubstantial understatement of tax for any calendar year exists if the
amount of the understatement for the calendar year exceeds the lesser of 10 percent of the

lax tequircd lo be shown on the statement for the taxable year or S10,000,000;



(2) a gross understatement o( tax for any calendar year exists if the
amount of the understatement for the calendar year exceeds the lesser of 20 percent of the
tax required lo be shown on the statement for the calendar year or $20,000,000;

(3) “understatement” means the amount by which the tax required to be

shown on the statement for the calendar year exceeds the amount of lhe tax reported as

due by (he taxpayer as shown on the statement.”

Renumber the following bill sections accordingly.



AM ENDMENT

OFFEREL iiN THIE RM®USE
TO: CSHB 2001 (FIN), Draft Version “N”

Page 28, line 15:
Delete “four”

Insert “six”

Page 28, line 15:

Delete “latest”
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25-GHO0014\N.22
Kanc/Bullock

OFFERED IN THE HOUSE
TO: CSHB 200I(FIN), Draft Version "N"

Page 1, line 8, following "surcharges;":
Insert "prohibiting a producer or explorer from receiving tax credits if certain

judgments are not satisfied and requiring, as a condition of receiving the tax credits, the
deposit of the amount of certain unpaid judgments and certain interest on those

judgments in the court during an appeal and relating lo that interest;"

Page 28, line 12:
Delete "a new section"

Insert "new sections"

Page 29, following line 14

Insert a new section to read:

tl
a producer or explorer may not take a tax credit under AS 43.55.023, 43.55.024, (lI-
43.55.025 against a tax levied under this chapter if a state court or administrative
agency or federal court that has subject matter jurisdiction has entered a judgment in
favor of the state or a political subdivision of the state in an amount greater than
S100,000 against the producer or explorer, the producer or explorer has not satisfied
the judgment, and the judgment concerns a matter having connections with this state
that are sufficient to satisfy constitutional jurisdictional requirements.
(b) Notwithstanding (a) of this section, the producer or explorer may receive a
tax credit described in (a) of this section if
(1) the judgment is appealed but the appeal has not been d cided; and
(2) the producer or explorer deposits in the court where the judgment



25-GHO0014\N.22

was entered or the appeal is pending, in the form of cash, bond, or other security,
(A) the full amount of the judgment; and
(213) post-judgment interest on the judgment amount described
in (A) of this paragraph; notwithstanding another provision of law, the post-
judgment interest rate compounded quarterly on a judgment the amount of
which is deposited under (a) of this paragraph is equal to the greater of
(i) the applicable statutory rate; or
(i) the rate of return on the producer's or explorer's
equity as shown on the producer's or explorer’s most recent quarterly
earnings report as of the date of the notice of appeal.
(c) in this section,
(1) "judgment" means any final administrative determination or
judgment in favor of the state or a political subdivision of the state;

(2) ‘'producer or explorer” includes an affiliate of a producer or

explorer."
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AMKNI)MKNT

OFFERED IN THE HOUSE
TO: CSHB 2001(FIN), Draft Version “N”

Page 29, following line 26:
Insert new hill sections to read:

“*Scc. 44. AS 43.55.150(a) is amended to read:
@ For the purposes of AS 43.55.011- 43.55.1S0O, the gross value at the point of

production is calculated using the reasonable costs of transportation of the oil or gas. The

reasonable costs of transportation are the actual costs, except, as provided under (h) of

this section, when the
(1) shipper [PARTIES TO THE TRANSPORTATION] of oil or gas is

[ARE]| illiliated with the transportation carrier or with a person that owns an
interest in the transportation facility;

(2) contract for the transportation of oil or gas is not an arm's length
transaction [OR IS NOT REPRESENTATIVE OF HIE MARKET VALUE OF
TILAT TRANSPORTATION]; or [AND]

(3) method or terms of transportation of oil or gas air (IS] not reasonable
m view of existing alternative [ME 1110DS OF] transportation options

*Soc. 45. AS 43.55.150(b) is amended to read:
(b) If the department finds that a condition (TIIE CONDITIONS! in (a)(1), (2).

or [AND] (3) of this section is [ARE] present, the department shall determine the

icacsonnble costs ol tinnsnoilalion if lower than actiial coste u<ina the fair market valiie



modes of transportation, or other reasonable methods. Transportation costs fixed-by tariff
rates that have been adjudicated as just and reasonable hv (PROPERLY ON FILE
WITH] the Rcgnlatory Commission of Alaska or other regulatory agency and

transportation costs- paid by parties not affiliated with an owner of the method of

transportation in an arnTs length transaction shall be considered prima facie

reasonable.?

Renumber the following bill sections accordingly.
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AMENDMENT .
OFFERED IN THE HOUSE O
TO: CSHB 2001 (FIN), Draft Version “N”

Page 32, line 20, following “is”, through page 33, line S

Delete all material

Insert
"repealed and reenacted to read:

@ For purposes of this chapter, a producer's lease expenditures for a calendar
year are

(1) costs, other than items listed in (e) of this section, that are

(A) incurred by the producer during the calendar year after March
31, 2006, to explore for, develop, or produce oil or gas deposits located within the
producer’s leases or properties in the state or, in the case of land in which the
producer does not own an operating right, operating interest, or working interest,
to explore for oil or gas deposits within other land in the state; and

(B) allowed by the department by regulation, based on the
department's determination that the costs satisfy the following three requirements:

(i) the costs must be incurred upstream of the point of

production of oil and gas;
(i) the costs must be ordinary and necessary costs of

exploring for, developing, or producing, as applicable, oil or gas deposits;

and
(i) the costs must he direct costs of exploring for, developing, ol

producing, as applicable, oil or gas deposits; and
(2) a reasonable allowance for that calendar year, as determined under

regulations adopted by the department, for overhead expenses that are directly related to

exploring for, developing, or producing, as applicable, the oil or gas deposits.”
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Page 33, following line 8:
Insert a new bill section to read:
"*Sec. 47. AS 43.55.165(b) is amended to read:
(b) For purposes of (a) of this section,
(2) direct costs include
(A) an expenditure, when incurred, to acquire an item if the

acquisition cost is otherwise a direct cost, notwithstanding that the expenditure
may be required to be capitalized rather than treated as an expense for financial
accounting or federal income tax purposes;

(213) payments of or in lieu of property taxes, sales and use taxes,
motor fuel taxes, and excise taxes;

[(C) A REASONABLE ALLOWANCE, AS DETERMINED
UNDER REGULATIONS ADOPTED BY THE DEPARTMENT, FOR
OVERHEAD EXPENSES DIRECTLY RELATED TO EXPLORING FOR,
DEVELOPING, AND PRODUCING OIL OR GAS DEPOSITS LOCATED
WITHIN LEASES OR PROPERTIES OR OTHER LAND IN THE STATE;]

(2) an activity does not need to be physically located on, near, or within
the premises of the lease or property within which an oil or gas deposit being explored
for, developed, or produced is located in order for the cost of the activity to be a cost
upstream of the point of production of the oil or gas®

(3) in dcterminiiiti whether costs are lease expenditures, the

department mav consider, amonu other factors, tho
(A) typical industry practices and standards in the state that

determine the costs, other than items listed in (c) of this section, that an
operator is allowed to bill a producer that is not (lie operator, under unit
operatint! atireements or similar operating nurccnients that were in effect
before December 2, 2005, and were subject to ncL'otialiou with at least one
producer \\ilh substantial bartiaining power, other than the operator: and
(1 standards adopted hv the Department of Natural

Resources that determine the costs, other Ilian items listed in (e) of this
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section, that a lessee is allowed to deduct from revenue in calculating net
profits under a lease issued under AS 38.05.180(f)(3)(B), (1)), or (EL”

Page 33, line 9, through page 34, line 4:

Delete all material
Renumber the following bill sections accordingly.

Page 34, line 30, following “(12)”:
Insert “an expenditmc incurred”

Page 34, line 31, following “transaction,”

Dr .etc “expenditures incurred that arc”
Insert “unless the producer establishes to the .satisfaction of the department that the

expenditure is not [EXPENDITURES INCURRED THAT ARE]”

Page 37, line 4, following "(a)”:
Delete all material
Insert “A [UNLESS TIIE PAYMENT ORCREDIT HAS ALREADY BEEN

SUBTRACTED IN CALCULATING BILLABLE OR BILLED COSTS UNDER
AS 43.55.165(c) OR (d), A]”

Page 37, line &:
Delete “billable or billed costs under AS 43.55.165(c) [OR(d)J,*

Page 39, line 11, following “AS 43.55.160(c)”:
Insert “,43.55.165(c),"
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25-GHO0014\N.29
Mischcl/Bullock

11/10/07
AMENIMENT fof6z
OFFERED IN THE HOUSE
TO: CSHB 2001(FIN), Draft Vcreion "N"
Page 32, lino 20, through page 34, lino 4:
Delete all material and insert:
"* Sec. 46. AS 43.55.165(a) is repealed and reenacted to read:
@ For purposes of this chapter, a producer's lease expenditures for a calendar

year are
(1) costs, other Ilian items listed in (e) of this section, that are

(A) incurred inthe state by lhe producer during the calendar
year afterMarch 31, 2006, to explore for, develop, or produce oil or gas
deposits located within the producer's leases or properties in the state or, in the
ease of land in which the producer does not own an operating right, operating

interest, or working interest, to explore for oil or gas deposits within other land

in the state; and
(B) allowed by the department by regulation, based on the

department's determinationthat the costs satisfy the following three

requirements:
(i) the costs must be incurred upstream of the point of

production of oil ai d gas;
(if) the costs must be ordinary anti necessary costs of

exploring for, developing, or producing, as applicable, oil or gas
deposits; and

(in) the costs must be direct costs of exploring for,
developing, or prod icing, as applicable, oil or gas deposits; and

(2) areasonable all iwance for that calendar year, as determined under
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regulations adopted by the department, for overhead expenses that arc directly related
to exploring for, developing, or producing, as applicable, the oil or gas deposits.
*Sec. 47. AS 43.55.165(b) is amended to read:
(b) For purposes of (a) of this section,

(1) direct costs include
(A) an expenditure, when incurred, to acquire an item if the

acquisition cost is otherwise a direct cost, notwithstanding that the expenditure
may be required to be capitalized rather than treated as an expense for financial

accounting or federal income tax purposes;
(8) payments of or in lieu of property taxes, sales and use

taxes, motor fuel taxes, and excise taxes;
|(C) A REASONABLE ALLOWANCE, AS DETERMINED
UNDER REGULATIONS ADOPTED BY THE DEPARTMENT, FOR
OVERHEAD EXPENSES DIRECTLY RELATED TO EXPLORING FOR.
DEVELOPING, AND PRODUCING OIL OR GAS DEPOSITS LOCATED
WITHIN LEASES OR PROPERTIES OR OTHER LAND IN THE STATE;]
(2) an activity docs not need to be physically located on, near, or
within the premises of the lease or property within which an oilor gas deposit being
explored for, developed, or produced is located in order for thecost of the activity to
be a cost upstream of the point of production of the oil or gas®
(3) in determining whether costs are lease expenditures, the
depari ment may consider, amona other factors, (lie
(A) typical industry practices and standards in the stale
that determine the costs, other than items listed in (c) of lids section, that
:m operator is allowed to hill a producer that is not the operator, under
unit opM'alina agreements or similar opcratina agreements that were in
effect before December 2. 211(15. ami were subject to >iet»oli:ilion with at

least one producer with substantial haraaininu power, other than the

operator; and
<) standards adopted I*A the Department of Natural

Resources that determine the costs, other than items listed in (e) of this
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.section, that a lessee is allowed to deduct rrom revenue in calculating net
profits under a lease issued under AS 38.05.180(f)(3)(B). (D), or (E)."

Page 34, line 30, following "(12)":
Insert "an expenditure incurred”

Page 34, line 31:
Delete "expenditures incurred that arc"
Insert "unless the producer establishes to the satisfaction of the department that

the expenditure is not [EXPENDITURES INCURRED THAT ARE]"

Page 37, lines 4 - &:
Delete "Unless the payment or credit has already beensubtracted incalculating

billable or billed costs under AS 43.55.165(e) [OR (d)],a"
Insert "A [UNLESS THE PAYMENT OR CREDITHAS ALREADY BEEN

SUBTRACTED IN CALCULATING BILLABLE OR BILLED COSTS UNDER

AS 43.55.165(c) OR (d), A]"

Page 39, line 11, following "AS 43.55.160(e)":
Insert", 43.55.165(c),"
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Luckhaupt/Bullock

A MENIMIiI:NT

OFFERED IN THE HOUSE
TO: CSHB 2001 (FIN), Draft Version "N"

Page 32, line 21:
Delete "(c) and (c)"
Insert "(c). (€). (10. and ([)*

Page 37, following line 2:
Ins “rt a new bill section to read:
"* Sec. 50. AS 43.55.165 is amended by adding new subsections to read:
(K) For purposes of AS 43.55.160, for a calendar year after 2006, a producer’s

total lease expenditures, before adjustment under AS 43.55.170. that are applicable to
oil and gas produced by the producer from all leases or properties within a unit from
which 1.000,000,000 BilJ equivalent barrels ol oil or gas have been cumulatively
produced by the close ol the most recent calendar year and from which the average
daily oil and gas production during the most recent calendar year exceeded 100,000
Bill equivalent barrels are determined under this subsection and (/) of this section.
Except as otherwise provided under (/) of this section, the producer’s total lease
expenditures, other than qualified capital expenditures, (1) for calendar year 2007, are
equal to the product of 1.37 multiplied by the total lease expenditures for calendar year
2006, other than qualilied capital expenditures, that are applicable to oil and gas
produced by the producer from all leases or properties within the unit, as reported on
the producer’ statement under AS 43.55.030(a) for calendar year 2006, and (2) for a
calendar year alter 2007, are equal to the product of | 03 multiplied by Ihe total lease

expenditures, other than qualified capital expenditures, determined for the previous

calendar year under this subsection. lhe producer's total lease expenditures for a

if
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calendar year after 2006 that arc applicable to oil and gas produced by the producer

from all leases or properties within a unit subject to this subsection arc the sum of the
producer's qualified capital expenditures incurred during the calendar year that are
applicable to that oil and gas plus the lease expenditures, other than qualified capital
expenditures, that are applicable to that oil and gas as determined under this
subsection and (/) of this section. If a producer whose lease expenditures for 2006 are
used to determine lease expenditures for a later calendar year under this subsection
transfers an interest in an affected lease or property to a different producer, the
transferee's lease expenditures applicable to oil and gas produced by the transferee
from the lease or property continue to be determined under this subsection using those
2006 lease expenditures. In this subsection, "qualified capital expenditures” has the
meaning given in AS 43.55.023.

() If, after audit by the department of a producer's statement or amended
statement under AS 43.55.030(a) for calendar year 2006, the department finally
determines that the reported amount of total lease expenditures, other than qualified
capital expenditures, for calendar year 2006 applicable to oil and gas produced by the
producer from all leases or properties within a unit subject to (k) of this section
exceeds by more than 10 percent the actual amount of those lease expenditures, other
than qualified capital expenditures, the producer or transferee, as applicable, shall (1)
substitute the actual amount ol those lease expenditures, other than qualified capital
expenditures, for purposes of the calculations set out in (k) of this section, and (2) file

amended statements for affected past tax periods within 60 days after the final

determination."

Renumber the following bill sections accoulingly.

Page 3S. following line 5:

Insert a new bill section to read:

"* see. 52. AS 43.55.180(b) is amended to lead:

(b) The department shall prepare areport on or | efo e the first day >fthe

20111 regular session ot the icifisintnre with reeonime idatii is conceniiiiu the
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determination of lease expenditures under AS 43.55.1651k) mid ([). The

department shall prepare a report on or before the lirst day of the 20! | regular session
of the legislature on the results of the study made under (a) of this section, including
recommendations as to whether any changes should be made to this chapter. The

department shall notify the legislature when each [THAT II1ll1*Jreport prepared under

this subsection is available."

Renumber the following bill sections accordingly.

Page 39, line 14:

Delete "44 - 50, and 53"
Insert "44 - 51, and 55"

Page 41, line I:

Delete "44 - 50, and 53"

Insert "44 - 51, and 55"

Page4 1, line 3:

Delete "sec. 5S"

Insert "sec. 60"
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iO Cook/Bullock
11/9/07
NMENI)MENT

OFFERED IN THE HOUSE
TO: CSHB 2001 (FIN), Draft Version "N"

[age 32, line 21 :
Delete "ft') and"

Page 33, line 9, through page 34, line 4:

Delete all material.

Renumber the following bill sections accordingly.

Page 37, lines 4 - 5:
Delete "Unless the payment or credit lias already been subtracted in calculating

billable or billed costs under AS 43.55.165(c) [OR (d)J, a"
Insert "A [UNLESS THE PAYMENT OR CREDIT HAS ALREADY BEEN

SUBTRACTED IN CALCULATING BILLABLE OR BILLED COSTS UNDER

AS 43.55.165(c) OR (d)]"

Page39, line 11 following "AS 43.55.160(e)":
Insert ", 43.55.165(c)"

Page 39, line 11:
Delete "44 - 5U, and 53"
Insert "44 - 49, ami 52"

Page4 1 line I:



Delete "44 - 50, and 53"

Insert "44 - 49, and 52"

Page 41, line 3:
Delete "see. 58"

Insert "sec. 57"

25-GHO0014\N.25
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AMKNIMENT

OFFERED IN THE HOUSE

TO: CS1IB 2001 (FIN), Draft Version “N”

1 Page 36, Line 21
2 Insert

3 alter lobbying, “public relations,"

Note: If this amendment is adopted, it would read:

“(20) costs of lobbying, public relations, public relations advertising, or
nolicv advocacy.”
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Mischel/Bullock
11/9/07

AMKNLMENT
fl

OFFERED IN THE HOUSE
TO: CSHB 2001(FIN), Draft Version "N"

Page 32, line 20, through page 33, line 8:
Delete all material and insert:

"* Sec. 46. AS 43.55.165(a) is repealed and reenacted to read:
@ For purposes of this chapter, a producer's lease expenditures for a calendar

year are
(1) costs, other than items listed in (e) of this section, that are

(A) incurred H IH K by the producer during the calendar
year alter March 31, 2006, to explore tor, develop, or produce oi! or gas
deposits located within the producer’ leases or properties in the state or. in the
case ol land in which the producer does not own an operating right, operating
interest, or working interest, to explore for oil or gas deposits within other land
in the state; and

(B) allowed by Ihe department by regulation, based on the

department's determination that the costs satisfy the following three

requirements:
(i) ihe costs must he incurred upstream of the point of

production of oil and gas;
(if) the costs must he ordinary and necessary costs of

exploring for. developing, or producing, as applicable, oil or gas

deposits: and
(ui) the costs must he direct costs of exploring for,

developing, or producing, as applicable, oil or gas deposits; and
(2) a reasonable allowance for that calendar sear, as determined under
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regulations adopted by the department, for overhead expenses that arc directly related
to exploring for, developing, or producing, as applicable, the oil or gas deposits.

*See. 47. AS 43.55.165(b) is amended to read:
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(b) For purposes of (a) of this section,

(I) direct costs include
(A) an expenditure, when incurred, to acquire an item if the

acquisition cost is otherwise a direct cost, notwithstanding that the expenditure
may be required to be capitalized rather than treated as an expense for financial

accounting or federal income tax purposes;
(B) payments ofor in lieu of property taxes sales and use taxes,

motor fuel taxes, and excise taxes;

(C) purchased fuel;

(1)) routine maintenance:

(E) the wanes and benefits of cniploveer who are directly
parlicipatinu in exploration, development, or production operations; and

(K) other direct costs as may he established in reuulations
adopted hv the department [A REASONABLE ALLOWANCE, AS
DETERMINED UNDER REGULATIONS ADOPTED BY THE
DEPARTMENT. I OR OVERHEAD EXPENSES DIRECTLY RELATED TO
EXPLORING FOR, DEVELOPING, AND PRODUCING OIL OR GAS
DEPOSITS LOCATED WITHIN LEASES OR PROPERTIES OR OTHER

LAND IN TIIE STATE];
(2)

department mav consider, aniont* other factors, the

(A) typical industry practices and standards in the slate
that determine the costs, olhe. than items listed in (e) of this section, that
an operator is allowed to hill a producer that is nut the operator, under
unit operating agreements nr similar operatim; aureements that uere in
el left before December 2. 21)05, and were subject to neuntiatinn with at

least one producer with substantial harunim'ni; power, other tliar the

operator; and

in determining whether costs are lease expenditures, the
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(B) standards adopted hv (lie Department of Natural
Resources that determine lhe costs, other than items listed in fe) of (his
section, that a lessee is allowed to deduct from revenue in calculating net
profits under a lease issued under As 38.05.IMO(f)(3)(B), (1)), or (K) [AN
ACTIVITY DOES NOT NEED TO BE PHYSICALLY LOCATED ON,
NEAR, OR WITHIN THE PREMISES OF THE LEASE OR PROPERTY
WITHIN WHICH AN OIL OR GAS DEPOSIT BEING EXPLORED FOR,
DEVELOPED. OR PRODUCED IS LOCATED IN ORDER FOR THE COST
OF THE ACTIVITY TO BE A COST UPSTREAM OF THE POINT OF

PRODUCTION OF THE OIL OR GAS].”
Renumber the following bill sections accordingly.

Page 34, lines 30-31:

Delete
"(12) lor a transaction that is an internal transfer or is otherwise not an

arm's length transaction, expenditures incurred that are in excess of fair market value;"

Insert
"(12) an expenditure otherwise deductible under (I>) of this section

that is a result of [FOR A TRANSACTION THAT 1SJ an internal transfer, a
transaction with an affiliate, or a transaction between related parties, nr is
otherwise not an arm's length transaction, unless the producer establishes to the
satisfaction ot the department that the amount of the expenditure dues lint exceed

the [EXPENDITURES INCURRED THA | ARE IN EXCESS OFJ fair market value

of the expenditure;"

Page 36, line 22. following "advocacy"

Insert
(21) overhead, office, or administrative expenses, and all other

indirect costs of oil or tins exploration, development, or production”
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OFFERED IN THE HOUSE
TO: CSHB 200LFIN), Draft Version “N”

Fagc 38, lines 7-8, following “information.”:
Delete “Subject to AS 40.25.100 and AS 43.05.230(e)”
Insert “Notwithstanding any contrary provision of AS 40.25.100, and regardless of

whether the information is considered under AS 43.05.230(e) to constitute

statistics classified lo prevent the identification of particular returns or reports”
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Kurtz/Bullock
11/9/07

AMEN I)M ENT

OFFERED IN THE HOUSE

TO: CSHB 200! (FIN), Draft Version "N" 1\(e)s>oN)

Page 2, line 4:
Delete "see. 42"

Insert "see. 43"

Page 10, following line 3:
Insert a new bill section to read:
"* See. 12. AS 42.45 is amended by adding a new section to read:
Sec. 42.45.045. Appropriations for the low income heating energy
assistance program, (a) By February 1 each year, the Department of Revenue shall

determine whether the state received for the general fund, during the immediately

preceding calendar year, an amount of money from the tax levied under

AS 43.55.0. 1(e) because the price index calculated under AS 43.55.011(h) for a
calendar year was greater than zero. If the state received an amount of money because
the price index calculated under AS 43.55.011(h) for a calendar year was greater than

zero, the department shall notify the legislature of that amount.
"'he legislature may annually appropriate up to S50.000.000 of the amount

(b)
reported under (a) ol this section for the low income heating energy assistance
program.

(e Nothing in this section requires that money be appropriated or creates a
dedicated fund.

(d) For purposes ot this section, "low income healing energy assistance

program™ means the program created by 7 AAC 44.010 to implement the federal | mv-

Income lion e Energy Assistance Act of 1981, as amended (42 U.S.(\ 8621 et seij.)."
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Renumber (he following bill sections accordingly.

Page 39, line 14:
Delete "Sections 14 - 26, 28 - 32, 34 - 38, 40, 44 - 50, and 53"

Insert "Sections 15 - 27, 29 - 33, 35 - 39, 41, 45 - 51, and 54"

Page 39, line 16:
Delete "Sections 38 and 40"
Insert "Sections 39 and 41"

Page 39, line 17
Delete "sec. 38"
Insert "sec. 39"

Page 39, line 18
Delete "sec. 40"

Insert "sec. 41"

Page 39, line 19:
Delete "Sections 29 - 32 and 35"
Insert "Sections 30 - 33 and 36"

Page 39, line 22:
Delete "see. 42"

Insert "see. 43"

Page 39. Ime 24:
Delete "sees. 13 and 42"
Insert "sees. 14 and 43"

25-GHO014\W /!0
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Page 39, line 25:
Delete "see. 24"

Insert "sec. 25"

Page 39, line 26:
Delete "sec. 24"

Insert "sec. 25"

Page 39, line 2S:
Delete "sec. 39" in both places

Insert "sec. 40" in both places

Page 39, line 31:
Delete ‘"sec. 41"

Insert ‘"sec. 42"

Page 40, line L
Delete "sec. 41"

Insert "see. 42"

Page 40, lines 30-31:
Delete "Sections 27 and 33"

Insert "Sections 28 and 34"

Page 41, line I:

Delete "Sections 14 - 26, 28 - 32, 34 - 38, 40, 44 «50. and 53'
Insert "Sections 15 -27. 29 - 33. 35 - 39, 41. 45 -51. and 54"

Page 41, line 3:
Delete "see. 58"

Insert "see. 59"

25-GlI00I4\WN 10
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Kurtz/Bullock

11/9/07
AMKNIMEN.I
OFFERED IN THE HOUSE
TO: CSHB 2001(FIN), Draft Version "N
Page 2, line 4:
Delete "sec. 42
Insert "see. 43
Page 10, following line 3:
Insert a new bill section to read:
"* Sec. 12. AS 42.45 is amended by adding a new section to read:
alternative energy projects, (a) Hv

Sec. 42.45.045. Appropriations for

February | each year, the Department of Revenue shall determine whether the state

received for the general fund, during the immediately preceding calendar year, an

amount of money from the tax levied under AS 43.55.011(e) because the price index

calculated under AS 43.55.011(h) lor a calendar year was greater than zero. If the

the price index calculated under

state received an amount of money because

\S 1'.55.011(h) inr a calendar year was greater than zero, the department shall notify

the legislature of that amount.

(b) The legislature may annually appropriate up to S30.000.0UO of the amount

reported under (a) ol this section for alternative energy projects.

Nothing in this section reipurcs that money lIre appropriated oi creates a

(c)
dedicated fund.

(d) For purposes of this section, "alternative energy project” means a system

mechanical, or electrical energy that is not

that provides a source of thermal,

dependent on a fossil fuel other than natural gas or coal for the supplv ol energy "
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Renumber the following bill sections accordingly.

Page 39, line 14:
Delete "Sections M - 26, 28 - 32, 34 - 38, 40, 44 - 50, and 53"

Insert "Sections 15-27, 29 - 33, 35-39,41 45 -51, and 54"

~
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Page 39, line 16:
Delete "Sections 38 and 40"
Insert "Sections 39 and 41"

Page 39, line 17:
Delete "see. 38"

Insert "see. .39"

Page 39, line 18:
Delete "see. 40"

Insert "sec. 41"

Page 39. line 19:
Delete "Sections 29 - 32 anil 35"
Insert "Sections 30 .33 and 36"

Page 39, line 22:
Delete "sec. 42"

Insert "see. 43"

Page 39, line 24:
Delete "secs 13and 42"
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Delete "sec 24"
Insert "sec. 25"

Page 39, line 26:
Delete "sec. 24"

Insert "sec. 25"

Page 39, line 28:
Delete "sec. 39" in both places

Insert "see. 40" in both places

Page 39, line 31:
Delete "sec. 41"

Insert "see. 42"

Page40, line J:
Delete "see. 41"

Insert "see. 42"
Page 40, lines 30-31:

Delete "Sections 27 and 33"

Insert "Sections 28 and 34"

Page 41, line 1:

Delete "Sections 14 - 26, 28 - 32, 34 - 38, 40, 44 - 50, and 53"
Insert "Sections 15 - 27, 29 - 33, 35 - 39, 41, 45 - 51, and 54"

25-CHGO14\N. 13
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AMENDMENT
by Representative Gan

on CSIIB2001(FIN)\N

Sec. 44. AS 43.55.110 is amended by adding a new subsection to read:

(h) Subject to legislative appropriation, the department may compensate a
person who provides information to the department about noncompliance with the
provisions of this chapter by an explorer or a producer of oil or gas if that information
leads lo the collection of additional taxes, penalties, or interest from the producer. The
amount of compensation under this subsection may not exceed the lesser of
$1,000,000 or 10 percent of the additional tax, penalty, or interest collected as a result
of the information. A state employee or an agent of the state is not eligible for

compensation under this subsection.

v TV <t 1ittfil (FRIETK) r.-.vr ZfViVV i>.W
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OFFERED IN THE HOUSE
TO: CSHB 2001 (FIN), Draft Version “N"

Page 40, following line 21:
Insert a new bill section lo read:
"*Scc. 56. The uncodified law of the State of Alaska is amended by adding a new section
to read:

TRANSITION: DEPARTMENT OF NATURAL RESOURCES
REGULATIONS. Notwithstanding any contrary provision of AS 44.62.240, a regulation
adopted by the Department of Natural Resources lo implement, interpret, make specific,
or otherwise carry out statutory provisions for the administration of oil and gas leases
issued under AS 38.05.180(f)(3)(B), (D), or (E), lo the extent the regulation deals with
the treatment of oil and gas production taxes in determining net profits under those
leases, may apply retroactively to April 1, 2006, if (lie Department of Natural Resources

expressly designates in the regulation that the regulation applies retroactively to that

date.

Renumber the following sections accordingly.
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AHKNI)MKN 1
TO: CSHB 2001(FIN), Draft Version “N”

Page 39, line 14, following “14 - "
Delete all material
Insert “23, 25, 26, 44 47,49, and 52 of this”

Page 39, line 15, following “December 31,":
Delete “2007”
Insert “2006”

Page 39, following line 15:
Insert “(h) Sections 48, 50, and 53 of this Act apply to oil and gas produced alter March

31,2006"

Reletter the following subsections in Sec. 54 accordingly.

Page 39, line 20, following “December 31,"
Delete “2006”

Insert "2007”

Page 40. following line 1:
Insert a new hill section to read:
"#Sec. 55. The uncodificd law of the State of Alaska is amended by adding a new section

to read:
' RANSM'IONAI. PROVISIONS. Notwithstanding, any contrary provision of

AS 43.05 or AS 43.55,



(1) any increase in the amount of a producer’s lax due under AS 43.55
for a period ending before January 1, 2008, that results from the application of a

provision of this Act to oil and gas produced before January 1, 2008, is due March 31,

2008;
(2) interest on an overpayment of a producer’s tax under AS 43.55 for a

period ending before January 1, 2008, that results from the application of a provision of
this Act lo oil and gas produced before January 1, 2008, is allowed only from a date that
is 90 days after the later of March 31, 200S, or the date that an amended statement under
AS 443.55.030(;) covering the affected tax period or periods is filed; interest is not

allowed if tho overpayment is refunded within the 90-day period.”
Renumber the following section accordingly.

Page 40, following line 21:
Insert a new bill section to read:
"*Sec. 57. Ihe uncodificd law of the State of Alaska is amended by adding a new section

to read:
TRANSITION: DEPARTMENT OF REVENUE REGULATIONS.

Notwithstanding any contrary provision of AS 44.62.240, if the Department of Revenue
expressly designates in the regulation that the regulation applies retroactively to that date,

a regulation adopted by the Department of Revenue to implement, interpret, make

specific, or otherwise carry out
(1) sees. 27. 42, 4S. 50, and 53 of this Act may apply retroactively to

April 1, 2006;
(2) sees. 14 23.25,26,44 46, 47, 49, and 52 of this Act may apply

retroa Jtivcly to January i, 2007."

Renumber the following sections accordingly.

Page 40, line 30, following "ACT." Ihrotigh line 31:

Delete all material



Insert “(a) Section 33 of this Act is retroactive to July 1, 2003
(b) Sections 27, 42, 48, 50, and 53 of this Act are retroactive to April 1,2006.
(c) Sections 14 - 23, 25, 26, 44 - 46, 47, 49, and 52 of this Act are retroactive lo

January 1, 2007.

Page4l, line 1-2:

Delete all material
Page 41, line 3, following “59.":
Delete “Kxcept as provided in sec. 58 of this Act, this

Insert “This”

Renumber section cross-references in secs. 53, 54, and 57 to reflect addition of new bill sections.
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Chenowcth/ftullock

11/9/07
AMENDMENT
OFFERED IN THE HOUSE
TO: CSHB 2001(FIN), Draft Version "N"

1  Page 39, line 11

2 Delete "and 43.55.165(d)"

3 Insert", 43.55.165(d), and 43.55.180"

4

5  Page 40. followin'! lire 27:

6 Insert a new bill section to read:

7" See. 57. The uncodificd law of the Slate of Alaska is amendedby adding a new section to
8 read:

9 REVISOR'S INSTRUCTION. In 'he following statute sections, the revisor of statutes
10  shall substitute the spanned reference
ji (i) "AS 43.55.011 - 43.55.170" forthe spanned reference "AS 43.55.011-
12 43.55.180": AS 43.55.020(c), 43.55.080, 43,55.135, 43.55.150(a), 43.55.201(c), 43.55.300(c);
13 (2) "AS 43.55.017 - 43.55.170" forthe spanned reference "AS 43-55.017 -
14 43.55.180": AS 43.55.023(g)."

15

16 Renumber the following bill sections accordingly.

17

IS PajjC4., illivs

19 Delete "see. 58"
20 Insert "jec. 59"

U 99:01 XUS f002-01-AON
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AINENI)MENT

OFFERED IN THE HOUSE BY REPRESENTATIVE CHENAULT

TC: CSHB 2001 (FIN), Draft Version "N"

g M W N
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10
11

12

14

16
17

Page 10, line 29:
Delete "25"
Insert "22.5"

Page 14, line 5:
Delete "25"
Insert "22.5"

Delete "25"

Insert "22.5
Page 14, line 29:

Delete "25

Insert "'22.5"

Page 17, line 15:

Insert ""22.5"
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Alaska State Legislature
Mouse of Representatives

Interim Address

716 West Fourth Avenue
Anchorage, Alaska 99501-2133
(phone) 1-907-269-0100

(fax) 1-907-269-0105

Alaska State Capitol
Juneau, Alaska 99801-1182
1-907-465-3438 (phone)
1-888-478-3438 (loll free)
1-907-465-4565 (fax)

Representative Harry Crawford
District 21

Functions of the amendment:

* Maintains all previous sections from CSHB 2001(FIN) except for applicability to
the “legacy fields” on the North Slope. The definition of legacy field is written to
encompass Rrudhoc, Kuparuk and Alpine fields.

* Implements a 17% tax for oil on the gross value; llte point of production.
* Implements a 1.3% lax for gas on Ihe gross value at the point of production.

* Intent language to allow the legislature to save up to 50% of the annual surcharge
revenue in the Constitutional Budget Reserve.

» 0.25 percent progressivity lax that is applied once the gross price of oil reaches
$40 and increases to 0.35 percent ance the gross price of oil reaches $70. This tax
is capped at 25%. The progressively structure also decreases the tax 0.25 percent

when the price falls helow $40.

* A 40% credit applicable tc all eligible capital expenditures after exceeding
$100,000,000.

li-ithiil Hairy (‘niwinnluilrts  «<Aits
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Cook/Bullock
11/10/07

AMKNDMENT

OFFERED IN TIHE HOUSE BY REPRESENTATIVE CRAWFORD

TO: CSHB 2001 (FIN), Draft Version "N"

Page 2, following line 6:
Insert a new bill section to read:
"* Sec. 2. AS 37.10 is amended by adding a new section lo read:

See. 37.10.440. Appropriations to the budget reserve fund of production
tax revenue, (a) By February 1each year, the Department of Revenue shall determine
the amount of revenue received from the tax levied under AS 43.55.410(b)(1) and
notify the legislature of that amount.

(b) The legislature may appropriate 50 percent of the amount reported by the
Department of Revenue to the budget reserve fund (art. IX, sec. 17, Constitution of the

State of Alaska).
(c) Nothing in this section requires that money be appropriated or creates a

dedicatedfund."
Renumber the following bill sections accordingly.

Page 10, line 2 1, following "state":
Insert"that is not within a unit or area described inAS43.55.400(a)"

Page 38, following line 5:
Insert new bill sections to read:
"* See. 52. AS 43.55.201 (b) is amended to read:
(b) The surcharge imposed by (a) of this section is in addition to the taxes

[TAX] imposed by AS 43.55.011 and43.55.411) and is due on the last day of the
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nurthanal procLosd framesdh leese ar prgoarty dunng the precedirg narth Tre
udateis inactiintotre sudrare inpossd by ASA3%H3D- 435630
* S 53 ASA35HA0(C) isanackd tored
© Apuderofal sl nake a ot of poddion an Mich 3 of tre
vear fdloamy tre calerolr year of prodLcion ad intre sae narer ad urchr tre
sne peEreties & reguied uth AS435BA1 - 435180 ad B340 -

3%
* S Y ASBRHAN(0) isamerchd toreed
@ Qf rat corsickred Uy ASA350X0E) ar 43504300 o e procLiosd
frama lesse ar oty is ot carsickred o ke rocLiosd framaleese ar prgaarty far
(oS of this sstin
* S T ASABRHIND) isaretkd tored
O Tresudace inposed by @ of this sedtion is in actition © e €S
[TAX] inpossd by AS4356Q1 ad 43540 ad is cLe an the lest gy d'te
nuthanal poclosd frameach lesse ar prgaarty cLnng tre preceding narth Tre
SUdrarce i inactition 1o tre surdrarge inpocssd oy AS435%0A1 - 3% 23 ad
35%40- 4354
* S 56 ASABRHIN) saertkd oreed
© Apualorofal 99l nde a gt of poldion an Mich 3 of tre
year fdloamy tre calechr year d'procLction ad intre sane e ad urchr tre
sne pereties & reuired utlr AS4350QL - 23%180 ad 35040 -
43540
*Se 57, AS43%30(0) sanetd torer
@ Ol rotcorsickred uthr AS4350(0E) ar 43%430(d) tohe proclosd
frama lesse ar prgoarty is it aarsickred to ke procLoed! frama lesse ar prgarty far
upss of ths ssdian
* St B AS43% is anarnokd by acbing rewvsedtians toreed
Artide 3A (I ad Ges Prooltion |ax for Legeoy Felck
S 3540 Adicaality, @ ASBDAD - BHA0 qpy D te
30 procotionofal argps fter Deoanier 31 2007, framaunt et procLosd nore trn
2000000 IITU equndlat bards dter tre cite of te comeoaent of

31
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comnead qeratias ad befare te year in which tre tax is levied ad hes an
aerae caly al ad ges pocldion diirg the year inmediately precediig the
Calachr year invhich tre tax is levied of nare tren 30000 BTU eqihvalart karels
(O Bdoe Fnay! of exh e, tre covmssiaer Sl ickrtify ad
(Lidishacksiption of each urit cesmiled in @) of this sstian
© AS435%010 435601y, BDA) B5HE3- L5015 ad
3500 - @ o it gy o al ad ges for wich a & is levied uthy
ASA3HAN43540
O Inths section
() "comeronet of comeod gedias' neas tre dart of
replar ceveries of narketadeal arges
@ 'unt' nears agapof lesss oy dl ar@t ofaearnoe
poetid hydoartan acumiatias ardl o @t of ae o nore et
\articallysgerateal or gps resenars tratare Ugect toaunt ageana
@ 'ait agenat’ nears the eyt eenuted by tre ae of
Aade, warkingintarest oarers adroyaty overs aedting e unt
435410 Legeoy fidd al and ges proddtion tax @ Trere is levied
antrepodorofal argesatax fordl al ad ges prodoad eech narth frameach
leese ar gty In tre State cbsribed in ASA3%400), less ay al adl estre
ovadipangt owhdiseenpt fiam tadion Tretxisegd ©
(1)17 parcat of e gos \elLe & te part of pooldion of treal
tadde uthrthssedian ad
@ 13 pacat of tegus \alle & tre part of pocLaionof te ¢es
taddeuchr thssadion
(O Forexch cllechr year far which tre frice inoex ctemired urchr €) of
thsstianis
() gedter tten 28 Inactiion to tre tax levied uchr @ of ts
sdion tree is levied on e pracLoerofal arges. i fardl all ad ges procLosd
et clechr year fram e lese o gty sUgedt o tre proddas of
ASBHAD - B less ay al ud ggs tre ovrerip ar rigt @which is
eat framtadtian tetax leved urchr ths pareggh
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(A wenthe aerae ice pr ad for Aasa North Sqe
auckal forsde antre United Sates Vst Goest dLnirg trecllechr year isa
lesst YD akard it less ten$a ke, is e d 1005 parcatt of tre
gus\dle d tre part of pacLcinof tre tadde al adges for treclachr
year mitidied by tre runir et reaesats tre differace etven tre
averae ice e ad far AasaNorth Sope ackal for sde antre United
Saies st Goest dLnirg e cllerchr year ad $40
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auckal forsde ntre United Setes Vst Goest cLnirg e cllechr year isa
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year mutidied by tre runer et raesats the differace teven tre
averace ice e ad for Aasa North Soee ackal forsde antre United
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al adgs treovadipa gt owidiseenpt frantadion apodor nay
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© For puosss of () of this sstian tre (rice inokx fora clerchr year is
calalatedl by satradtirg 40 fran e runtoer thet 1S e0Ld o e averae [ice
tad for Alaska Nrth Sge auck al for sde an tre United Saies Vst Gt
cLrirg trecalachr year frvhidh tetaxisde

@ Tre tax rate calouated urchy (K1) of this sedtionnay rt ke nre trens

St 4350440 Tax aredit for eqdaration and cedgqonent. 1) AprocLoer
a edae et irous an eqaditure et oherwise Would ke a oudified cgatd
oqoor Iiture if irouned for a leese ar prgoarty et is ot withina unit cesoibed in
ASA35A0 nay e a aedt aprgt tre tax levied by ASA3%H410 anly &



fe ) ~

10

1

12

16

20

21

B3 B R B3

o N N
o o~

25-GH0014\N.24
aodosd inthis ssian
0 A aadt is it aallade urckr this seion urtil the told anaurt of
opalified caatdl eqarditures iroured after Decenoer 3, 207, inaunt osriled in
AS4354003) exossts 300000000 When tre totd anaurt of qualified ot
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0 Inths section "gAlified cyatel eqerditure’ Fes tre neaning gven in
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S 35430 'yt of lax. (@) for acderohr yer; aprodlor Uged ©
tax uthr AS4355 4109l [y tretex s fdllons
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AS43% 40, ret of any tax arcits gadied as dloned by law is dLefaeecnnarth
of te cllechr year on tre last chy of tre fdloarg  north tre anaurt oftre
iretalinart paynent is tretod anaurt of tregress \elle d trepart of pracLdtionof
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[aarties inaunt cesiced In AS43%400(3) dlnrg te narth mies /12 of tre
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LroEr araunstaoes were tre sdle rice dues it rgaesat tre prevalling valle for
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ItrR-1i1ivy. (Qc FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:

2008 LEGISLATIVE SESSION Bill Version: CSHB2001(FIN)
() Publish Dale:
| entifier (fle name): HB2001CSFIN-DNR-Q&G-11-11-07  Dept. Affected: Natural Resources
Title Ofl'and Gas Tax Amendments U Resource Development
Component  Qil and Gas Development

Sponsor Rules Committee
quuester House Finance Component Number 40

(Thousands of Dollars)

Expenditures/Revenues
Note: Amounts do not mclude inflation unless otherW|se noted below.
A ropna jon ,
equired Information
OPERATING EXPENDITURES FY200 FY200 FY200 FY2ll FY212 FY213 FY24

Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants &Claims
Miscellanequs
TOTAL OPERAT'NG 0.0 0.0 0.0 0.0 0.0 0,0

ICAPITAL EXPENDITURES | | |

CHANGE INREVENUES () *'Indeterminato Positive

FUND SOURCE . (Thousands of Dollars)
1000 Federal Receipts
1003 GF Match

104 GF
]IIBGF/Proqram Receipts
1037 GF/Menlal Health

Olher Interagenc_y Rece|pts

0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2008) cost:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Atadmsqoaaemqoufnocossnry)

nd g.ts producti tax undo AS 43.55 to retain base tax rate from 22.5% of net income with no

This lull would am the oil

retroactivitv. The bill ha a progrcsMvitv surcharge increasing at 0.4 eper dollar between the per barrel net revenue an

The bill also reduces the period by which past investments are recognized in the transition investment expenditure credits

(AS43 55 n23(i)) from April 1,2*m1l to Aptil 1.2un V Some Kit!saic im icasrd liont 211 to 30":

system include changes in the administration ol 1dCs under AS 4.3.55.025 relating to

Administrative changes to the current las

mlie Lind ot information that I It applicants must piovidc to the stale and the time that this information mat be kept

confidential,

Phono 269-8600

Proparodby Kevin Bunks. Acting Diroctor
Dalo/Timo 11/11/2007

oy (g .

imkrktanjacad\0) Pagjo 10f7




FISCAL NOTE

STATE OF ALASKA BILL NO C3HB2001(H
A8 LEGISLATIVE SESSION i

ANALYSIS CONTINUATION

“'‘Indeterminate Positive The royalty revenue impact to the Stale of ACES is indeterminate positive, The improvements
of EICs will bring favorable economics to exploration projects. The reduction of TIE credits available to lessees and the
progressivity element that I'"1-an impact only when oil prices or margins are high will together have an opposite cttect on

project economics

Pago 20l 2



Reported

HFC

STATE OF ALASKA

2008 LEGISLATIVE SESSION

Idenlifiei (file name):

CSHD2001 (FIN)-OOR»TAX-11-10-07

out of

M/.Mrqg- fiscal note
Fiscal Note Nuoer:

Tt

Dept. Affected:

Title An Act relating to the production tax on oil and gas..

Sponsor
Requester

Expenditures/Revenues

Governor
House Finance

(Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES

Personal Services
Travel
Contractual
Supplies
Equipment
Land 8 Structures
Grants 8 Claims
Miscellaneous
TOTAL OPERATING

CAPITAL EXPENDITURES

[CHANGE IN REVENUES ~

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other Interagency Receipts
TOTAL

Estimate of any current year (FY2008) cost:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:  (Attachatoparalopoifr ilnocossiu

Appropriation
Required
FY 2009

115.7

1,018.4

1,134.1

11341

11341

FY 2010
115.7

1,018.4

11341

11341

11341

J, 191 2

Component

Comporent Number

Information
FY 2011

115.7

1,018.4

11341

11341

11341

Tax Division

FY 2012

Revenue 04
Taxation and Treasury
2476
FY 2013 FY 2014
1157 115.7 115.7
511.8 5.2 5.2
627.5 120.9 120.9
1,134.1 1,134.1 1,134.1
1,134.1 1,134.1 1,134.1
1 1

This bill makes economic and several idminstrntivo changes to tho state's current petroleum profits tax Tho hill retains tho current tax
system's structure, which taxes tho no valuo of petroleum resources

This fiscal noto shows operating n.u capital expenses related to the change in reporting and administering tho ta*

Prepared by Johanna Baloa, Roger Marks. Chorio Nienlnrir,

Division Tax Division

y %f REVENE
: un

Phono 269 6626
Dato/Tinio 11/10/07 9 00 PM

Pao V07
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FISCAL NOTE

STATE OF ALASKA BILL NO. CS-BX01(H
A8 LEGISLATIVE SESSION V

ANALYSIS CONTINUATION

Administrative changes to tho current tax system include the following: requires taxpayers to provide cost projections to
allow the state to bettor forecast state revenues and pursue changes in reported costs: authorizes public reporting of
some cost data; authorizes a short-term audit program; and designates an exempt class of ail and gas auditors.

Porsonal Services: The hill requires the Department of Administration to create a new class and pay system for Gil and
Gas revenue auditors. Assuming that this can bo done, we have no basis on which to estimate additional costs arising

under this pay plan. Inaddition to the uncertain costs for auditors, the department expects that it will need one additional
Programmer Analyst V position to maintain and manage the new oil and gas production tax database system at a cost of

$115,700 annually.

Contractual: Contractual expenditures Includo 51,013,200 annually to contract for audit assistance, This estimate is
based on 3 auditors, working 40 hours per week each, for 4 years starting In January 2008 at an average rate of 5100 per
hour, plus estimated transportation and lodging costs, and additional costs for training auditors. The need for such
assistance is based upon the department's substantial difficulty in recruiting enough auditors to administer the oil and gas
production tax. The department only anticipates tho need for conlract audit assistance for 4 years while the department
recruits and trains auditors for positions that aro currently vacant. The contract auditors would work in conjunction with
department auditors during this time to maximize department resources and help train department auditors. The
department will also need an additional 55,200 each year In contractual costs associated with the new Analyst

Programmer V position.

Current FY2008 rests: The department expects it will incur costs beginning January 2008 to Immediately Implement the
now production tax si'ucture. Those costs include: Contractual - $2,620,800 capital funding to fund tho scoping and
development of an oil and gas production lax database system (including associated hardware) and $506,600 to contract
foraudit asslstanco (as described above). The new databaso system will permit accurate and efficient management of
information submitted by taxpayors to facilitate auditing and forecasting of revenues, and timely and accurate reports for
internal and public uses. The proposed system will accommodate the migration of ELF-based data and continue to collect
supplemental data from producers on volumes, wells and production. The system will includo income based data,
including tracking credits, required under PPT and upon which the ACES tax structure is based. Tho system will also
intograto into tho division s accounting systoms. Personal Services -5218.000 from ttie period January 1 2008 through
June 3J, 2000 duo to creating an exompt class of oil and gas revenue auditors and increasing pay to more closely reflect
what the market in Alaska pays for roughly similar positions In addition, we will rccnut for thu Analyst Programmer Vand
bring that person on board to participate in tho database scoping meetings We estimate FY 2008 costs for this position
lo bo approximately $57,800. Supplies - $(5,000 for a computer and softwaro for the now analyst progammer V position

Revenue changes will bo shown in another fiscal note

Pdojo 20f 2
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STATE OF ALASKA
2008 LEGISLATIVE SESSION

Identifier (filen a m

CALNOTE

€ ) : _CSHB2001(FINHX)R-REV.11-1007

Title

Sponsor
Requester

Expenditures/Revenues

Governor
House Finance

An Act relating to the production tax on oil and gas..

Fiscal Note Number:
Bill Vers'jn:
() Publish Date:

CSHB2001(FIN)

Revenue 04
Taxation and Treasury
Tax Division

Dept. Affected:
RDU
Component

Component Number 2476

(Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

Appropriation
Required

Information
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FISCAL NOTE

STATE OF ALASKA BILL NO. CSB2001(H
AIB LEGISLATIVE SESSION V

ANALYSIS CONTINUATION

Other changes lo the current tax system inc'ude the following: excludes from qualified lease expenditures those
expenses related to unscheduled production Interruptions: excludes dismantlement, removal & restoration (DR&R)
costs from allowable expen * liros; requires taxpayers to provide cost projections to allow the state to better forecast
state revenues and purstn nges Inreported costs; authorizes public ropor'ing of some cost data; and authorizes a

short-term audit program,

Certain lease expenditure allowance provisions are retroactive to April 1, 2006; the other provisions of the tax proposal
become effective January 1,2008.

See page 3 for projected revenue estimates.
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FISCAL NOTE

STATE OF ALASKA BILL NO. CSB2001(H
AIB LEGISLATIVE SESSION k

ANALYSIS CONTINUATION

Estimated Production Tax Revenues, PPT and ACES,
at Various Prices (in $millions nominal)

Fall 2007 DOR Official Forecast Prices

ANS WC $
ANS WC $ g Increase or Increase or
Year per bayrel (in pe,{l alr[\r]ﬂ_(m Status Quo - AcEg CSHE?ZOOl (Decrease) (Decrease)
REAL Tolars) ) PPT (Fin) from PP1  from ACES
2008 71.65 71.65 1.947 2,368 2,210 263 -158
2009 64.55 66.30 1,430 1,985 1,804 374 -180
2010 60.05 63.40 1,217 1,767 1,523 307 -243
2011 59.70 64.75 1,250 1,766 1,552 302 -214
2012 59.55 66.35 1,174 1,701 1,660 486 -41
2013 58.90 67.45 1.151 1,685 1,645 493 -AC
2014 58.25 68.55 1,217 1,558 1,497 280 -62

DOR Forecast nominal prices rounded lo tho nearest 006

ANS WC S
il ves ANS WC 5 oer arrel (n Status Quo - CSHB2001 Increase or Igcrease or
r perbadél]el @n | PPT ACES (Fin) (Decroaso) (Decrease)
REAL arsB arS) from PPT  from ACES
2008 60.00 60.C0 1.073 1,452 1,213 139 -239
2009 60.00 61.65 1,197 1,698 1,476 280 -222
2010 60.00 63.35 1,247 1,802 1,561 313 -241
2011 000 65.09 1,272 1,795 1,583 311 -212
2012 60.00 66,88 1,204 1,737 1,703 499 -35
2013 60.00 60.72 1,225 1,772 1,750 526 -22
2014 60.00 70.61 1,334 1,696 1,662 328 -34

S80 per barrel In REAL dollars

ANS WC S pi,:lsa\:\ﬁ (?n Statin Quo - CSHB2001 Increase or
Year pF%EAEad-élTl un M PPT ACES (Fin) (Decrease) (Decrease)
ars| from PPT  from ACES
2008 80 00 80.00 2.C93 3,137 3,140 447 2
2009 80.00 82.20 2,64(1 3,294 3,475 835 181
2010 >30.00 64.46 2,731 3.43, 3,642 891 212
2011 80.00 86.70 2,732 341 3,681 899 250
2012 80.00 89.17 2,638 3.360 3,008 1,110 448
2013 80 00 91.62 2.783 3,451 3,945 1,162 493
2014 80.00 94.14 2,950 3.40/ 3.903 953 496
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... for responsible development of Alaskn's Qil. Gas & Mineral Resources

SENATE & HOUSE FINANCE TESTIMONY
on SB & HB 200!
No /ember 8, 2007

Thank you, Chairmen Stedman, Hoffman, Chenault & Meyer, members of the Senate & House
Finance committees. My name is Paul Laird. I’m general manager and testifying on behalf of
the Alaska Support Industry Alliance, a trade as:ociation representing companies B individuals
that provide goods & services to Alaska’s oil, gas & mining industries.

Our 400 member companies and their 35,000-plus Alaska employees don't make the
multibillion-dollar investments in oil & gas development that fuel Alaska’s economy ... they

make those investments work.

As Alaskans whose livelihoods depend on oil B gas investment, we’re deeply concerned about
the constant tax increases that put some of those investments at risk.

The extent to which yet another tax increase will discourage investment may be debatable.
The fact that it will do absolutely nothing to ercourage new oil production r jonstruction of a

gas project is not.

Every dollar in additional taxes is a dollar that won't be invested in sustair ,ng production, in
generating business for Alaska companies, in providing good-paying private sector jobs for
Alaskans.

And isn't that what this discussion should be about: how we can ensure our "fair share” of
long-term jobs and business opportunities for Alaskans, rather than how much more money the
state can extract from the private sector... just so state government can have moie money?

Proponents of this latest increase in Senate Bill 2001 B House Bill 2001 have presented a
plethora of preliminary projections B a paucity of proof to push their position.

Regulations for the current PPT haven’t even been finalized, and the first returns haven’t been
audited.

When you adopted the PPI in 2006 after months of deliberations, debate and countless votes,
you required <a complete review cf the system five years later in 2011. You understood it
would take several years to reasonably determine how 6 if it’s working. That hasn’t changed.

Please be prudent rather than punitive in setting long-term oil ft gas tax policy. Don’t put long

term production, Alaska jobs and business opportunities at risk by increasing taxes, increasing
costs and jeopardizing the cconomii s of critical investments.

A)WBrgilhd T /(Y- A A EiUHe e (0 el * et QU)5)-880 wiveaetiere'am
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Mr. Chairman, Co-Chairman, Vice Chairman etc. , Distinguished Committee
members both Senate and House-

My name is James Gilbert, I'm President of Udelhoven OQilfield Systems Services

And | testify tonight on behalf of my company and it 538 employees.

A recent article in the Juneau Empire, the text Ol which in part starts out as -
quote,

Gov. Sarah Palin called a special session to reconsider the state's oil tax over the
objections of the oil industry and its allies in the Alaska Legislature. Palin wants to
increase the tax on oil company profits from 22.5 percent to 25 percent. End

quote.

if you pass tne PPT at this higher tax, after only JJ months of the last tax
Jnplcmenced, you arc sending a message to the producei companies in which you
under line Alaska's instability as a place to operate. 30 years of operation and
only one independent is targeting production (Pioneer), maybe in 2008. We
should not be considering raising taxes, We need to be considering what it would

lake to get production hack up to 2mm nbis per day.

Some legislators who have backed the Gov.'s call for a new session and a new look
at oil taxes cite, the corruption investigations. End quote

these citings show a definite lack of understanding at what WE owe the oil
companies, for their years of commitment and perseverance when oil was low and
profits were m limal. ITeshould he grateful they had the billions to invest and
risk to develop OUR tesouices. Bet 1have heard and readjust tne opposite,
because the producers are now getting some payback foi all those years of
investment. Those years of annual investments of billions of dollars to build the
facilities, sealift them to Alaska and produce our wealth from Prudhac Bay and
other fields they had discovered. Six oil production plants at Piudhoe, 3
Production plants at Kuparuk, supporting plants to handle gas (two at Prudhoe)
plants to handle the immense watei leguiiements, One each at Kuparuk and
Prudhoe. The crs at Prudhoe to pioditcc the enormous powei needs tor the
holds, the field 'ued Gas Unit to provide fuel tor turbines fui all the pit) plants, the
COT Units at Prudhoe and Kupaiuk to provide fuel for trucks and equipment, all of
mese at a billion each in todays dollars and that is not even a cumulate list.
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Endicott, Milne PL, Lisbourne/Pt. Maclntyre, Badami, Alpine, Northstar and
simultaneously to build and operate an 800 mile pipeline to transport to market
our resource AT A COST OF CONSTRUCTION OF 9 BILLION DOLLARS.

“There was a corrosive cloud over the last proceedings because of these charges,”
said Rep. Mike Kelly, R-Fairbanks, and a member of the House Finance

Committee.

Opponents of the tax increase, including oil companies, various chambers of
commerce, oil industry contractors and some legislators, have argued that those
so far convicted played no significant role in adopting the Petroleum Profits Tax

that Palin has called "tainted." End Quote.

My company does work in llie commercial and private sectors, we build schools,
build medical facilities, do work for the militairy, work for the airports in Alaska
and also arc part of the Alliance where we hire and support collectively some
35,000 employees in our industry. It is demeaning to say that we are a part of
some various chambers of commerce, as far as Alaska Is concerned we are THE
CHAMBER Of COMMERCE.. Out employees are some of the best paid in the state.
We pay property taxes, city sales taxes, municipality sales taxes and contribute to
non profits in larger amounts than any other sector in the state. Neither fishing,
tourism, mining nor any other private enterprise venture contributes what our

employees or our clients contribute.

Mv clients pay tlieir fair share and have been paying it for 30+ years, | ask you to
look in the direction of the Peimanent ftinn, $39.9 Billion to date. And $70-*
trillion paid to the state to operate, tax and spend, $70 Billion mat is the 3 word.
We need Lo be looking at how we can get the pipeline hack to its operating
capacity not trying to tax the final 600,000 in to virtual submission..

Don't be fooled by those who see the ml companies as adversaries or opponents,
As my Mother would say, "Shame on you" the Producers Companies have been
and continue to he out paitners in resource development, paying then fait sham

to help Alaska and Alaskans.

Thank you for your tune.
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Note: My comments are in blue type and italicized. The remaining text is from the Juneau Empire
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TNovember 2007
To Members of the Senate and House Committees:-

My name is Maynard V. Tapp, | am an Alaskan resident since 1990. | founded my company |lawk Construction

Consultants, Inc. now llawk Consultants, L.LC in 1985 as an Alaskan corporation.

I strongly believe any new approach to raise taxes should be viewed as a“RESOURCE DEVEEOPMEN i elfort. The

state will raise more tax revenues if we raise production.

If you ask any of the tax experts dial will testify before your committee, none will say that increasing the tax will
increase exploration and production.

The most reliable source o f long-term revenue is lo increase production. As | understand the stale gels 75% of the
12.5% royalty (9.375%). The "fair share” to the Alaskans is the remaining (3.125%) paid into the Permanent f und. |
believe you can build a long term future for my company’s employees based on the increase in production.

Ilawk employs over 60 Alaskans. Much of their work is related to the reconfiguration ofthe Trans Alaska Pipeline, and

the refurbishment and maintenance of the existing pipelines and facilities on the North Slope,

Our company, its employees and the State of Alaska wiill greatly benefit from new production. We hope to he involved

in all phases of the continuing projects.

From my point ofview tin increase 0f2.5% in tax rates increases the size of government by S25.()Million. One Senator
made the point to me that “there is no guarantee that if the rate was reduced by 1% that the producers would invest that
1% here in Alaska". While this may or nay not be true, one thing is certain that S25.((Million will not be invested by

the companies if it is taken away by incieasing the tax.

What is the State of Alaska doing to increase oil production which then translates into more tax revenue?

Also, it that S25.0Million is invested «. new production, that amount is the equivalent ol 3 new production wells. |hose

new wells at a nominal rate 0l'2,500bbls per day could gain the state revenue an additional S31.((Million per year. ( | his
would include the current I'P1 0f22.5% of Net plus 9.375% Royalty at $80 hbl).

My math may not be totally correct but the case remains that the benefits from investment made by the "producers” in
the state o f Alaska for oil and gas field development far exceeds the benefits to Alaskans from raising an individual lax

rate.
If the previous administration made a mistake, | believe your committee could rectify that mistake by dropping the lax
rale to "10% 20%". |hat would make us mole competitive at 51% which is closer lo the (itill'of Mexico and

c'andada's tax rates.

| want the state of Alaska to be at the | ()P ofihe “producers” list when it conies to selecting investment o| porlunilies
Please. | Immbly request you reframe this bill as a Resource Development Hill and not a lax generation bill.

| want us to recognize that Alaska is "big oil" and we get “our fair share" of revenues along with our partners, the
producers. <)ur fare sliate is calculated in the jobs created by employing Alaskans in the development ol mu common

resource.

t )ne other thing, thanks to all you who were here last year when Ihe PIM was agreed. Your months of hard work
resulted in Ihe 22.5 20 agreement. Please don't ny lo fix that which is not broken

I'hink-you,

Maynard |app

2(KI West 3-I"" Avc, "XO'J
Anchorage. Alaska 0951)3



SENATE & HOUSE FINANCE TESTIMONY
on SB & HB 200!
November 8, 2007

Thank you, Chairmen Stedman, Hoffman, Chenault & Meyer, members of the Senate &
House Finance com m ittees. My name is Eric Dompeling. I'm president of, and
testifying on behalf of the Alaska Suppori: Industry Alliance, a trade association
representing a broad spectrum of companies 6t individuals that work in Alaska.

Il had the pleasure of hearing from Deputy Commissioner Rutherford speak on the AGIA
Plan this morning as she addressed the Alliance membership at our breakfast meeting.

As with this PPT Discussion, the time is drawing near when we will know the outcome

to the question; what's going to happeni

I find this PPT discussion to be much the same hope and pray that is found in the AGIA

proposal.

Much like the Canadian province of Alberta; you are considering a significant increase
in the way the industry is taxed, Alberta has already experienced a slowdown in the

activity levels. lIhave no doubt we will see the same thing here.

W ith production declining, the only way to stave off that decline is through the drill
bit, we don’t have 600 rigs drilling for oil and gas in Alaska we only have about 17
currently operating, and from there to 1 rig only requires a look back to 1999, eight
short years ago. Are you prepared to dip into the CBR? Given the propensity for this
state to spend money it doesn’t have . . . even this tax increase will not cover the
pending disaster with the next decrease in the Price of oil. We continue to need a
fiscal plan; what do you plan to do with the current excess capital, besides spend it,

oh Iforgot it’s already been spent!

The mining industry recently announced that their contribution to the State coffers
has increased by a factor of 3; from 60 Million to roughly 180 million dollars. The Oil
industry has also had a significant impact on the states income, coincidently by a
factor of 3; from 1.5 Billion a years in 2003 to over 4.5 billion a year this year, who

says were not getting our fair share? W here does all the money go?

lurge you to think long-and hard before committing the citizens of this state to an oil
& gas tax policy, that could well follow the law of unintended consequences. Don’t
sacrifice long-term job and business opportunities, for a short term potential gain, |
ask you to leave the PPT legislation alone and focus on the longer term benefit of a
Gas line that will be a real economic change to this state as was the Oil Pipeline 30

years ago.



Alaska State Legislature

Please enter into the record my testimony to the
committee name

committee on /J?t33 &OQ/ .dated //~3rQ7
bill/subject

All,
What we fail to take into account is the cost of the development of the oail fields, drilling wells and building

infrastructure to fill the declining oil currently produced. Maybe Alaska should partner with the oil companies for
the development of the new and existing oil fields. Have a stake in research and development to recover
additional heavy crude oil from the existing fields, feel the pain ot spending millions of dollars to bring in a well pad
with the expectation of 25000 bpd of production just to find it will only produce 15000 bpd then experience the
misfortune of having channelized water from the water flood well invade the oil production well because the oil
sands we more permeated than expected and you lose millions of dollars on the drilling cost of the well

Invest some of Alaska’s money into the oil fields for a percentage of the profit after EBITA.

Raising taxes is not the answer for the long term for revenue growth for the state of Alaska. Investing and
partnering with the companies to invite and increase industry build a healthy economy

lam not in favor of raising any taxes on the oil revenue.

Best regards,

Stephen Cordova

Sr Project Manager
Energy Services and Operations
CH2M HILL

949 E. 36th Avenue,
Suite 500

Anchorage, AK 99508
Tel 907.762 1500
Direct 907.753 1589
Mobile 907-382-9700
Fax

Email

www CH2M com

Testifier
Representing (Optional)

Address

Phone No

*-*FFE»> g @& of* ' T -



Alaska State Legislature

Please enter into the record my testimony to the V In ft
committee name

committee on \'/ £b *c¢c mil , dated | 1

bill/subject

Date: 11-08-07

from Paul L).Kendall

KIT: PPT Senate and House Joint I'P1 hearings testimony
I () above for the record

| adies and Gentlemen,
Please accept the attached <Jpmioii for the record in your review of the PP | bill 2ut>l

| find it concerning we citi/cns are not afforded more time and participation hi this PI* I process along with

other pressing society needs....

lhank You,
Paul 1). Kendall

007-222-7.SX2

Signed;

Testifier
Representing (Optional)

Address

Phone No



11-8-07  Paul D. Kendall PPT testimony
To: Joint Senate and House committees reviewing PPT 2001 bills
REF: Testimony Enough is Enough, it is time for a new society !

Ladies and Gentlemen of the Legislature and fellow citizens of Alaska,

First, Icontinue to support our Governor in her honorable intentions with
PPT.

However; Istill prefer a Gross % of production paid to us and then we give
back for partnerships and ventures of earned value and substance from a

check off like menu . (needs more discussion)

ALSO, We may need to cut our losses by letting the big 3 go and bring new
lease holders and more eager investors from China - Or at least replace
EXXON who is clearly not "showing us the love...."

With the ongoing Political and Gil Co. Corruption, Energy Instability,
our part time- Legislatures' cut and run to Juneau, OPEC partnerships,
IRAQ Killings, Energy constructed and contrived pricing, Hydrogen Dev.,
World Oil Companies refusal to testify on record, Our legislature and other
bodies not allowing us the citizens to substantially comment and ask
questions of substance,

| can only conclude the following

The great people of Alaska can and should no longer be a subjugated
and enslaved people by Energy interests outside of Alaska.

It is time to end this unjustified and illegal economic betrayal and
r«sault on the citizens of Alaska and their families.

This irrational conveyance of our assets to some distant fund or others
economic benefit to be enjoyed by a relatively few insiders has to come to

an end...

The Alaskan people have been an understanding, generous, patient,
loyal, and accommodating, partner with the BIG OIL COMPANIES and our

POLITICIANS.
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However; Due to the past, current and predicted ENERGY EVENTS the
time has now come for us the citizens of Alaska to begin our next society, a
more just and more free society.

You, our elected leaders should publicly and honestly determine the
annual amount of Cubic Feet of Natural Gas needed for the single family
home owner based on the model below:

(SFHOM) Single family home owner model = less or up to first 1,000 sq ft
living space with 20 x 20 2 car garage, 12 x12 storage shed, 20 X 20 green
house on 100” X 100" lot size — 1 person, 1 vehicle

The annual allotment per household total amount of energy converted to
Cubic Feet of gas shall reflect the home needs for:
HEATING AND COOKING

ELECTRICITY
GASOLINE POWERED TRAVEL of 100 miles daily round trip front home.
Estimated annual allotment amount of Natural Gas in cubic feet to be in

the order of:

Home use annual max cu ftconv X *100,000 homes *$

Ht- cook 175 Mcf same 17.5 MMcf

Electricity 8,500 kwh 28.2Mcf 28.2 MMVIcf

gasoline 1,825 gal (1per) 224.2 Mcf 22.5 MMcf

**TOTALS (all # are estimates) 68.2 MMcf  discussion

*TOTAL NUMBER OF SINGLE FAMILY HOMES IN ALASKA + DATA ??
100,000 homes =300,000+ population ? a guess * | have had a hard time
trying to gather these numbers by single family home owners, apt

complexes, trailers, duplexes, etc...
** the gas comes out of the ground cost nearly nothing in relation to --?
** | have tried to make these totals maximum to way over amounts

(I gathered these energy figures as best I could on such short notice
today!)
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You, our elected officials on our behalf should cause and make to
happen Now; within the PPT bill this inclusion as a pilot project towards a
new history for Alaska by declaring an annual allotment of energy for

100.000 homes as described above.
This pilot project annual energy allotment should be made available to

100.000 home owners on a statewide per capita % basis, by longevity,
drawing every 3 years or some other local fair and agreeable means...

We as Alaskans can no longer allow the “the conspiratorial few who
for profit of their own would be World rulers at our peoples, families and
loved ones expense;

Again,, We freedom loving Alaskans will no longer be an economically
subjugated and enslaved people. It is over!

The time of being economically blood sucked by a few has come and
gone! It is time to begin a new society, a better and more free society. It is
time for Alaska to take her place in the history of World as that new
society.... First of the surely many to follow.

By allowing our homes access to our nearly free energy , we will not
only stop the exit of large amounts of our money; but we should see a
tremendous growth in our housing markets, new technologies, citizen
influxes, and substantial infrastructure growth for our state needs.

The true and actual gas allotment cost to the Qil Industry and our

permanent fund is nearly nill.

ALASKA is perched to be a new and vibrant society, a shinning and
historical light in the history of the world...
Its all here;

It is time to teach the child who is the parent; to educate the misguided,
who have clearly gone to worshiping profits in the place of “spiritual
insight™ and “Quality of Life”; Other true values.

It is time to become a better and more free society and in order to do
that we must come to the aid and defense of the very foundations of our

society -
The Single family home, Our family’s- which we all aspire to be a part of.

IF “fossil fuelers " want to make unbridled pro its and wealth, then, so be
it; But you shall not make it on the backs of our most fundamental
foundations of our society, our homes with our loved ones.
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The Single Family Home and Our families Energy welfare from this day
forward - should be “OFF LIMITS” to the profiteering and capital
generation of a few lazy and power drunk individuals running amuck
guised as quasi-free enterprise corporations.

Sincerely and Respectfully,

Paul D. Kendall
907-222-7882

[LCITTTHwialtel I flulefL LTI END [Ty dI ol [oreln LTI

Ps.. Mr. Galvin, with all due respect for your intentions and character.

I came to this conclusion listening to Ms Nelson and Mr. Thomas
asking you about their community needs for energy..
And you advising him (truthfully) that “the energy price his people would
pay would be based on the world oi! market prices”

Well, it don’t get much plainer than that! Funny thing about the truth, it
IS what it is....

Ladies and Gentlemen,
Enough is Enough! The time has come to free our people. You know this

Is the truth; You know lam right...and we are not alone!

All EXXON permanent fund stock money shall be redirected immediately
to other interests unless EXXON settles with our people within 30 days.

That moneys’ interests shall augment the immediate construction of
our own Alaska Gas pipeline needs and several Hydro-Electric Power and
Hydrogen Gas projects for our Alaska families new society and new
technological energy needs.

Further, be it resolved, PIRS and TIRS shall be placed on notice they
shall stand at our ready, to serve our needs as the great state of Alaska
they created, may now need them yet again to help carry our journey to a
new society, a new recognition for Alaska in the worlds history of a

freedom loving peoples.

Well, now ima startin to get carried away here so - Chow ?
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Backbone I is a non-partisan lilizcn organization that ud'OCtUcs on behalf of Alaskans an oil and gas
development issues. Our members have nopersonalfinancial stake In the outcome ofthe current and

recent deliberations an oil and gas taxes andgarlme development. W& offer our ideas based on their
merits and manyyears afinvnlvement in Alaskapublic polity issues.
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Dear SN Stediman

and gas exploration in the State of Alaska.

fortunately in tne short term, Brooks Range Petroleum has signed contracts
with its working interest partners that require exploration expenditures in the
neighborhood ol S-JO million lor 2008. | doubt that those same partners*

system is urstable and unreesonelK high

Brooks Range Petrdleum is it rgoinamrbn_ Alaska, our assets or aur
efforts to commrercialize our sall "007 disoovery.  Hopefully we will fird
nore reserves in 208 trat will requite additional’ developertt alnlling,
Honever, | amvery wormied aoout Brooks Petroleunis ahility
continLe b;fgrg rew exloration investrrent o the State, especially for our
larcer nsk and larger renard frontiet plavs.

| hope resson prevalls for the fird disposition o your bill. | herk you for
herd work and cedication to keeping Miska's best interests inmind

Sincerely,

sy, Jt.o*
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To: Senator Bert Stedman
Finance Committee Co-Chair
Fax #465-3922/225-0713

From: Peter McKay
55441 Chinook Rd
Kenai, AK 99611
(907) 776-5745

Date: 10/27/2007
Subject: Yes -Alaska Clear and Equitable Share (ACES)

Dear Mr. Stedman,

| am a constituent who lives in Nikiski.

| strongly support the ACES proposal advanced by Governor Palin.

| support a 25% net base tax rate for North Slope Oil Producers.

| support a base gross tax floor of 10% on the Prudhoe and Kuparuk fields.

Please act to close the loophole that permits producers t) deduct repair
cost when repairs are a result of substandard maintenance.

BP should not be able to deduct the "ost of replacing the Prudhoe Bay Oil Transit
Lines, or the oil spill on the GC-2 0 iL. These were both caused by willful
negligence.

lam an oilfield worker. I'have first-hand experience with North Slope oil
company equipment maintenance programs. They are sub-standard.

The failures on the Qil Transit Lines (and many other equipment failures) are the
result of years worth of deferred maintenance and cost saving. Negligence.

This behavior should not be rewarded with a tax credit.

Thank you for considering my opinion.

Peter McKay

1400140



Alaska State Legislature

Please enter into the record my testimony to the
committee rlame

committee on SNE> /I3 2* / , dated - /A '
bill/subject

T a G c S

Signed
Testifier — A
r?6 'Al?20CAXNG6 /prSO O
Representing (Optional)
BV V S. [JYrlillle< < o7 r# . /P tic. T7&Q?
Address
a - A - T

"G LrgiMniita IrsorallQft Olhait

CcS



NOV-08-2007 THU 08:48 AH ANCHORAGE LIO

FAX NO. 907 269 0229 P.

Alaska Trucking Association, Inc.
3443 Minnesota Drive « Anchorage, Alaska 99503 «Phone (907) 278-1149 < Fax (907) 274-1946
www.aMrucks.orp

The authoritative voice o fthe trucking industry in Alaska

November 8, 2007

SB2001 Oil Tax Issues (PPT)

Senate and House Finance Com m ittees

The Alaska Trucking Association is a state wide organization
representing trucking interests from Barrow to Ketchikan. In 2008, oui
association celebrates its 50thAnniversaiy ofserving the interests of the
trucking industry in Alaska. Our more than 200 member companies
represent all of the diverse trucking operations in the state along with
many associate members who provide goods and services to our
industry. Itis importantto note that, in Alaska, trucking employs over
20,000 people -1 outof 14 members ofthe Alaska workforce. Trucking
payrolls total over $900 million annually. Trucking consists ofseveral
thousand family owned and corporate trucking businesses, most of

w hich have fewer than 10 employees.

On behalfofthe ATA, I wish to submitthe following comments for the

record.

It has been said many times that, in developing our natural resources,
our constitution requires thatwe seek maximum return to the citizens of
Alaska. W hile itseems that the emphasis has been on raising taxes to
increase tax revenue to the state, we believe thatthe better way to
maximize benefits to Alaskans is to provide good paying, long tenn jobs

for this and future generations.
The State needs to focus on how to slow the decline of production. To

accomplish that objective, investments need to continue in existing

fields, investments need to be made in heavy oil and investments need to

Ifyou gotlt, a truck brought It...
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Alaska Trucking Association, Inc-

3443 Minnesota Drive « Anchorage, Alaska 99503 «Phone (S07) 276-1149 « Fax (907) 274*1946
www.akirucks.org

The authoritative voice o fthe trucking industry in Alaska

be made to promote the development ofnew fields. Existing field
development should be tiie first priority. M ostofthe new production, in
recent years, has occurred in existing fields. W ithout this base

production, heavy oil and other new field development will face major

additional challenges.

The oil and gas business is capital intensive and it takes many years for
return on investments to occur. Increases to taxes lengthen thatrecovery

time and can negatively impact project economics and investment

decisions.

W e believe thatitis important in setting tax policy to produce adequate
revenues for the state but more importantly, encourage further

investmentin the developmentofour abundantresources.

W e urge you keep the tax rate low and use incentives to encourage
increased development investment. As stated earlier, we believe that the
better way to maximize benefits to Alaskans is to provide good paying,
long term jobs for this and future generations. Investment, not taxes,

will provide thejobs we need to ensure our future.

Sincerely,

Aves Thompson

Executive Director

Ifyou got It dtruck brought It...
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Tom Lakosh

From: Tom Lakosh [lakosh@gci.net]

Sent: Wednesday, November 07, 2007 2:40 PM

To: 'Bill Stoltz'; 'Bill Thomas'; 'Kevin Meyer’; 'Mary Nelson'; 'Mike Hawker'; 'Mike Kelly'; 'Reggie
Joule'; Rep_Haay_Crawfbrd@ legis.state.ak.us; Rep_Les_Gara@iegis.state.ak.us;
Rep_Mike_Chenault@ legis.state.ak.us; 'Richard Fosterl

Cc: 'sharon_kelly@ legis.state.ak.us'

Subject: Requested amendment

Dear Chairman Chenault and Committee Members;

Inattempting to arrange concurrent testimony before House and Senate Finance Committees tomorrow night, 1 began a
discussion of my concerns with the Chairman's staff and she asked that Isend my recommended amendments to the
entire committee ASAP. lam still preparing my testimony that will in part petition the committee to amend CS HB 2001
(RES) with the prayer for reliefembodied inthe proposed addition of AS43.55.011(q), (or something close with the
same intent). There issome language that isn't necessary relief, AS43.55.011(q)(5), but it follows the generally accepted
proposition that capex has a higher correlation to the barrels produced than opex. You will find the Due Diligence
section from the standard oil and gas lease and argument below the proposed new section 20.1lam also including a
proposed amendment to AS 38.05.380(q) but this is only provided to show the enhanced ADNR role flowing from the

necessary amendment to Sec 20.

25-GHoo14w CS FOR HOUSE BILL NO. 2001(RES)

* new Sec. 20. AS 43.55.011 is amended by adding new subsections to read:

(o] In addition to the tax levied under (c} of this section, for each month
for which the producer's average monthly production tax value of the taxable
oil and gas exceeds $30 for each I3TU equivalent barrel, there is levied cn the
producer of oil or gas a tax for ail oil and gas produced that month from each
lease or property in the state, less any oil and gas the ownership or right to
which is exempt from taxation or constitutes a landowner's royalty interest.
Except as otherwise provided under (j) and (k) of this section, the tax levied
under this subsection is equal to the sum over all months of the calendar year
of the amount calculated under this subsection. For each month for which this

subsection applies and for which the average monthly production tax value of

the taxable oil and gas is

(1) not more than $40 for each BTU equivalent barrel, the tax is equal
to 0.2 percent of the gross value at the point of production of the
taxable oil and gas for that month multiplied by the number that

represents the difference between the average production tax value for

1
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each BTO equivalent barrel of the taxable oil and gas for that month and

$30;

(?) more than $10 but not more than $50 for each BTO equivalent barrel,
the tax is equal to two percent of the gross value at the poinr of
production of the taxable oil and gas for that month plus 0.3 percent of
the cross value at the point of production of the taxable oil and gas
for that month multiplied by the number that represents the difference
between the average production tax value for each BTU equivalent barrel

of the taxable oil and gas for that month and $40;

(3) more than $50 but not more than $60 fcr each BTU equivalent
barrel, the tax is equal to five percent of the gross value at the
point of production of the taxable oil and gas for that month plus
0.4 percent of the gross value at the point of production of tho
raxable oil and gas for that month multiplied by the number that
represents the difference between the average production tax value

fcr each BTU equivalent barrel of the taxable oil and gas for that

month and $50; or

(4) more than $60 for each BTU equivalent barrel, the tax is equal
to nine percent of the gross value at the point of production of the
taxable oil and gas for that month plus 0.5 percent of the gross
value at the point of production of the taxable oil and gas for that
month multiplied by the number that represents the difference
betweon the averaae production tax '-mm'lue for each BTU equivalent

barrel of the taxable oil and gas for thaL month and $60.

(p) Notwithstanding other provisions of this section, tor a calendar year
before 2022, the tax levied under (e) and (o) of this section for each
1,000 cubic feet of gas for gas produced from a lease or property outside

the Cook Inlet sedimentary basin and used in the state may not exceed the
2
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amount of tax for each 1,000 cubic feet of gas that is determined under

(j) [2) of this section.

() All

tax deductions and tax credits allowable to an oil and gas lessee pursuant to

the provisions of AS 38.05.180 (i), AS 41.09.010, AS 43.20.043 and 43.55.11-.170

shall

not be applied for or transferred by a lessee nor approved by the Alaska

Department of Revenue unless:

(1) the lessee has fully satisfied the due diligence requirements of its
lease to the extent that it has reinvested all windfall profits above the
allowable "reasonable profits", as set forth in their lease and determined by
the Commissioner of the Alaska Department of Natural Resources, into

drilling, producing, and operating wells on the leased area, and;

(2) the plan of operations approved by the Commissioner of the Alaska
Department of Natural Resources pursuant to AS 38.05.18C et. seq. and subject
to the pool rules promulgated by the Alaska Oil and Gas Conservation
Committee requires expenditures in addition to the amounts dedicated to this

purpose in (1) of this subsection, and;

(3) all windfall profits, as described in (1) of this subsection, derived by
lessee over the lifetime of the lease are used to offset any and all

deductions and credits that have been previously granted or may accrue, and;

(4) the tax deductions and tax credits are claimed by lessee to supplement
its due diligence requirements on_y to the extent that such deductions or
credits are necessary to timely complete the plan of operations described in

(2) of this subsection.

(5) The allowable tax deductions and tax credits are claimed as necessary in
the following progressive order: capital expenditure deductions; capital

expenditure credits; operating expense deductions.

The relevant standard lease section requiring due diligence is copied below:

13. DILICF.NCE AND PREVENTION OF WASTE, (a) The lessee shall exercise reasonable diligence in drilling,
producing, and operating wells on lhe leased area unless consent to suspend operations temporarily is granted by

the state.

(h) Upon discover)' of oil or gas on the leased area in quantities (hat would appear lo a reasonable and prudent
operator lo he sufficient to recover ordinary costs ofdriiling, completing, and producing an additional well in the
same geologic structure nt another locution with a reasonable profit to the operator, Ihe lessee must drill those wells as a
reasonable and prudent operator would drill, having due regard for the interest of the state as well as the interest of

the lessee.

(c) The lessee shall perform all operations under this lease in a good and workmanlike manner in accordance with the methods
and practices set old in the npprosed plan of operations and plan of development, with due regard for the prevention of waste
ofoil, gas, and associated substances and the entrance of water to the oil arid gas hearing sands or strata lo the destruction or
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injury of those sands or strata and to the preservation and conservation of the properly for future productive operations. The
lessee shall carry nut at the lessee's expense all orders and requirements of the State of Alaska relative to the prevention of
waste and lo the preservation of the leased area. If the lessee fails to carry out these orders, the state will have the right,
together with any other available legal recourse, lo

enter the leased area to repair damage or prevent waste at the lessee's expense.

(d) The lessee shall ste.trcly plug in an approved manner any well before abandoning it.

Argument:
Given this mandated use of all of the lessees' windfall profit beyond a reasonable profit for drilling, completing and
producing wells In the interest of the state as set forth in 13(b), there's a dedicated use of the windfall margin:

1. That cannot be refunded with a tax deduction or credit because the state's interest requires the full payment of

these costs by lessee under contract

2. where the approved plan of operations does not use up this full windfall margin, the additional state investment
detracts from the best interest of the state by incentivizing operations that are already paid for arid that would
induce investment beyond that of a prudent operator

3. and only ifthe plan of operations requires more than entire windfall profits available is the best interest of the
state advanced by deductions and credits, but only to the extent that such subsidy is required to timely complete

the plan of operations .

These facts necessarily establish the credit as a prohibited impairment of the contract
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TOM LAKOSH P.O. BOX 100648 ANCHORAGE, AK 99510 Pb/Fax (907) 563-7380
November 8, 2007

For distribution to all Members of the House and Senate Finance Committees before the
public testimony session on 11/8/07 at 5:30 PM

Petition Challenging the Constitutionality of CS SB 2001 and CS HB 2001
(ACES at Amended)

If it pleases the Chairman, my name is Tom Lakosh. | present this petition to the
legislators in both House and Senate Finance Committees on my own behalf but posit
claims of unconstitutionality that affect the rights of all Alaskan citizens. Please refer to
the written petition submitted to the offices of the Chairmen and otherwise to each
legislator via email. | request in response, written conclusions of law and findings of facts
and where there are dissenting opinions, | request that such disse  be forwarded as well.
| request time and access for oral argument equal to that provided io the Administration

and lessees.

Tiie CS versions before the committees are unconstitutional due to violations of Article |
Section 7, fair treatment in administrative and legislative investigations, Article I Section
15, prohibition of impairment of contracts, and Article VIII Section 2, legislative
development of natural resources in the best interests of its people.

The ACES hill submitted to the legislature and the testimony of the Administration and
its consultants is unconstitutional, false, misleading and contains material omissions
where they posit mutually exclusive arguments that contradicts their mandated
administrative authority pursuant to statutes, regulations, and most importantly, explicit
oil and gas lease provisions. The Administration cannot claim that Alaskans must extract
a greater percentage of windfall profits at the same time that it claims that further
development incentives must be offered where it has the administrative duty to both set
the limits of “reasonable profits” and the extent of production and development as
stipulated in lease provisions. | first dirtrt the legislators’ attention to standard lease

sections 13(a) and (b).
13. DILIGENCE AND PREVENTION OF WASTE, (a) The lessee shall

exercise reasonable diligence in drilling, producing, and operating wells on
the leased area unless consent to suspend operations temporarily is granted

by the state.

Petition to Legisiators/lakosh 11-8-07 Page 1 of 10
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(b) Upon discovery of ail or gas on the leased area in quantities that would
appear to a reasonable and prudent operator to be sufficient to recover
ordinary costs of drilling, completing, and producing an additional well in
the same geologic structure at another location with a reasonable profit to
the operator, the lessee must drill those wells as a reasonable and prudent
operator would drill, having due regard for the interest of the state as well

as the interest ofthe lessee.

The plain meaning of these words taken together clearly establishes that lessees must
keep drilling and producing hydrocarbons on their lease so long as each additional well
will provide a “reasonable profit”. The structure of this contract language therefore
mimics what is typically known as a “cost-plus contract” where profit is fixed and limited
to a “reasonable” rate and all additional windfall profit garnered must be reinvested into
the contracted operations. | would assert with a high degree of confidence that there are
no cost-plus contracts in the world that would allow the 64%+ rates of return revealed in
testimony before you. Under no circumstances would these stratospheric profits be
deemed “reasonable” by any competent and unbiased Trier of fact given that the leases
are essentially cost-plus contracts of enormous total value. The Administration cannot
legitimately claim that there are windfalls to be extracted with higher tax rates and that
the state must also subsidize costs that are required to be funded by the same windfall.
These arguments are mutually exclusive and may not be deemed credible.

The position of the Administration becomes even more absurd where the leases, statutes
and regulations also grant the Alaska Department of Natural resources, ADNR, complete
authority to regulate the plan of operations and plan of development for each lessee and
combined lessees in a unit operating plan. | now direct the legislators to the standard

lease sections 9(e), 10(a) and 10(b).

9. PLAN OF OPERATIONS, (e) In approving a lease plan of operations or
an amendment of a plan, the commissioner will require amendments that
the commissioner determines necessary to protect the state's interest. The
commissioner will not require an amendment that would be inconsistent
with the terms of sale under which the lease was obtained, or with the terms
of the lease itself, or which would deprive the lessee of reasonable use of
the leasehold interest.

10. PLAN OF DEVELOPMENT, (a) Except as provided in subparagraph
(d) below, within 12 months after completion of a ewell capable ol
producing oil, gas, or associated substances in paying quantities, the lessee

Petition to Legislators/lakosh 11-8-07 Page 2 of 10
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shall file two copies of an application for approval by the state of an initial
plan of development that must describe the lessee's plans for developing the
leased area. No development of the leased area may occur until a plan of
development has been approved by the state.

(b) The plan of development must be revised, updated, and submitted to the
state for approval annually before or on the anniversary date of the
previously approved plan. If no changes from en approved plan are
contemplated for the following year, a statement to that effect must be filed
for approval in lieu of the required revision and update.

The plain meaning of these words taken together with those in the “DILIGENCE AND
PREVENTION OF WASTE” section clearly establishes that ADNR must first determine
what is in the best interest of the state, in terms of plans of operations and development
for each lessee, and then expand any plan of operations or development submitted by a
lessee to conform with the best interest of the state so long as it allows “a reasonable
profit to the operator”. The Administration cannot legitimately claim that state subsidy of
costs is needed to incentivize development in the best interest of the state where it is
already mandated to amend lessees’ plans of operations and development to comport with
the state’s interest, and there are windfall profits available to fund expanded plans of
development. The claim that incentives are needed to advance the interests of the state
necessarily implies that lease administration has failed to fully promote the state’s interest
in conformance with its mandate under lease provisions, statutes and regulations. The
proposed increases in taxes to extract windfalls also establishes that the failure to regulate
lessees in the best interest of the state is not due to a lack of available funding for

imposed expanded plans of operations and development

While the Administration must preserve the best interests of the state, each legislator and
the legislature as a whole must preserve the best interests of the people pursuant to
Article VIII Section 2. Legislators must dismiss the vast majority of the arguments of the
Administration and lessees as fraudulent on their face and conduct its own investigation
consistent with Article 1 Section 7. The foremost question now before Committee
Members is the issue of lease impairment created by the net profits tax and credit system
before you in the CS hills that is prohibited by Article | Section 15 and the legislative
oversight necessary to correct the failed administration of leases in the best interest of the

state or the people.

The primary mechanism of lease contract impairment is presented by the tax deduction
and credit provisions in the CS hills that are explicitly designed to offset those

Petition to Legislators/lakosh 11-8-07 Page 3 of 10
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expenditures by lessees who are otherwise required to bear the burden of those costs to
the full exhaustion of any windfall profits that may be available to them over the lifetime
of lease development The legislature may well grant subsidies to lessees once these
accumulated windfall profits have been fully expended, but it must first determine that
the subsidies are actually needed given a proper administration of leases and will result in
advancement of the peoples’ best interest. The requested relief from impairment of
contracts issue would be adoption of my proposed amendments to the CS bills as
provided below, (see section (q) in the Kouse CS and (p) in the Senate CS, changes that
do not impair the intent would be appreciated):

25-GH0014W CS FOR HOUSE BILL NO. 2001(RES)
*new Sec. 20. AS 43.55.011 is amended by adding new subsections to read:

(0) In addition to the tax levied under (€) of this section, for each month for which the
producer's average monthly production tax value of the taxable oil and gas exceeds $30
for each BTU equivalent barrel, there is levied on the producer of oil or gas a tax for all
oil and gas produced that month from each lease or property in the state, less any oil and
gas the ownership or right to which is exempt from taxation or constitutes a landowner's
royalty interest. Except as otherwise provided under (j) and (k) of this section, the tax
levied under this subsection is equal to the sum over all months of the calendar year of
the amount calculated under this subsection. For each month for which this subsection
applies and for which the average monthly production tax value of the taxable oil and gas
IS
(1) not more than $40 for each BTU equivalent barrel, the tax is equal to 0.2
percent of the gross value: at the point of production of the taxable oil and gas for
that month multiplied by the number that represents the difference between the
average production tax value for each BTU equivalent barrel of the taxable oil and
gas for tnat month and $30;

(2) more than $40 but not more than $50 for each BTU equivalent barrel, the tax is
equal to two percent of the gross value at the point of production of the taxable oil
and gas for that month plus 0.3 percent of the gross value at the point of
production of the taxable oil and gas for that month multiplied by the number that
represents the difference between the average production tax value for each BTU
equivalent barrel of the taxable oil and gas for that month and $40;

(3) more than $50 but not more than $60 for each BTU equivalent barrel, the tax is
equal to five percent ofthe gross value at the point of production ofthe taxable oil

Petition to Legislators/lakosh 11*8-07 Page 4 of 10
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and gas for that month plus 0.4 percent of the gross value at the point of
production of the taxable oil and gas for that month multiplied by the number that
represents the difference between the average production tax value for each BTU
equivalent barrel of the taxable oil and gas for that month and $50; or

(4) more than $60 for each BTU equivalent barrel, the tax is equal to nine percept
of the gross value at the point of production of the taxable oil and gas for that
month plus 0.5 percent of the gross value at the point of production of the taxable
oil and gas for that month multiplied by the number that represents the difference
between the average production tax value for each BTU equivalent barrel of the
taxable oil and gas for that month and $60.

(p) Notwithstanding other provisions of this section, for a calendar year before 2022, the
tax levied under (e) and (o) of this section for each 1,000 cubic feet of gas for gas
produced from a lease or property outside the Cook Inlet sedimentary basin and used in
the state may not exceed the amount of tax for each 1,000 cubic feet of gas that is

determined under (jX*) of this section.
(@) All tax deductions and tax credits allowable to an oil and gas lessee pursuant to the

provisions of AS 38.05.180(i), AS 41.09.010, AS 43.20.043 and 43.55.11-.170 shall not
be applied for, or transferred by a lessee nor approved by the Alaska Department of

Revenue unless:

Petition to Legislator ./lakosh 11-8-07

(1) the lessee has fully satisfied the diligence requirements of its lease to the extent
that it has reinvested all windfall profits above the allowable “reasonable profits”,
as set forth in their lease diligence sections and determined by the Commissioner
of the Alaska Department of Natural Resources, into drilling, producing, and
operating wells on the leased area, and;

(2) the plans of operations and development approved by the Commissioner of the
Alaska Department of Natural Resources, pu rnant to lease provisions and AS
38.05.180 et. seq., requires expenditures in addition to the amounts dedicated to

this purpose in (1) of this subsection, and,

(3) all windfall profits, as described in (1) of this subsection, derived by lessee
over the lifetime of the lease have been used to offset any and all deductions and
credits that have been previously granted or may accrue, and;

(4) the tax deductions and tax credits are claimed by lessee to supplement its lease
diligence requirements only to the extent that such deductions or credits are

Page 5 of 10
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necessary to timely complete the plans of operations and development described in
(2) ofthis subsection, and,

(5) The tax deductions and tax credits, deemed allowable pursuant to subsection
(4) ofthis section, are claimed by lessee in the following progressive order: capital
expenditure deductions; capital expenditure credits; operating expense deductions.

CS SB 2001 (JUD) 11/05/07
*new Sec. 24 AS 43.55.011 is amended by adding new subsections to read:

(o) For a calendar year before 2022, the tax levied by (e) of this section for each 1,000
cubic feet of gas that is produced from a lease or property outside of the Cook Inlet
sedimentary basin and used in the state may not exceed the amount of tax for each 1,000
cubic feet of gas that is determined under (j)(2) of this section.

(p) All tax deductions and tax credits allowable to an oil and gas lessee pursuant to the
provisions of AS 38.05.180(i), AS 41.09.010, AS 43.20.043 and 43.55.11-.170 shall not
be applied for, or transferred by a lessee nor approved by the Alaska Department of

Revenue unless:

(1) the lessee has fully satisfied the diligence requirements of its lease to the extent
that it has reinvested ail windfall profits above the allowable “reasonable profits”,
as set forth in their lease diligence sections and determined by the Commissioner
of the Alaska Department of Natural Resources, into drilling, producing, and
operating wells on the leased area, and;

(2) the plans of operations and development approved by the Commissioner of the
Alaska Department of Natural Resources, pursuant to lease provisions and AS
38.05.180 ct. scq., requires expenditures in addition to the amounts dedicated to

this purpose in (1) of this subsection, and;

(3) all windfall profits, as described in (1) of this subsection, derived by lessee
over the lifetime of the lease have been used to offset any and all deductions and
credits that have been previously granted or may accrue, and;

(4) the tax deductions and tax credits are claimed by lessee to supplement its lease
diligence requirements only to the extent that such deductions or credits are
necessary to timely complete the plans of operations mid development described in
(2) ofthis subsection, and;

Petition to Legislaters/lakosh 11-8-07 Page 6 of 10
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(5) the tax deductions and tax credits, deemed allowable pursuant to subsection (4)
of this section, are claimed by lessee in the following progressive order: capital
expenditure deductions; capital expenditure credits; operating expense deductions.

Please note that the proposed structure of profits and tax above directly mimics the
royalty and net profits structure described by Pat Foley of Pioneer Natural Resources
before the House Finance Committee this afternoon oeginning at about 2:20 PM and his
testimony is “the other side of the coin” regarding lease impairment imposed by the CS
bills. Representative Gara’s comments on the matter were quite illuminating on this
whole issue as it exposed the primary role that ADNR plays in determining just how
much profit may accrue to a lessee and how much revenue the state receives from lessees.
The issue of the failed administration of leases can be substantially addressed by the
following amendments to the CS hills, (each bill would add an additional section

requiring renumbering of successive sections):

5 FHAANCS FOR HOUSE BILL NO. 2001(RES)

* Sec. 9. AS 38.05.180(q) is amended to read:

(q) A plan authorized by subsections (h) or (p) of this section, which includes land owned
by the state, may contain a provision vesting the commissioner, or a p rson, committee,
or state agency, with authority to modify from time to time the rate of prospecting and
development and the quantity and rate of production under the plan to maximize the
benefit to the state considering the long term production of all hydrocarbons on such
leases or units and as otherwise necessary for most effective utilization of all regional
resources. All leases operated under a plan approved or prescribed by the commissioner
arc excepted in determining holdings or control under AS 38.05.140. The provisions of
this section concerning cooperative or unit plans are in addition to and do not affect AS

31.05.

(A) The term “reasonable profit” as used in the diligence sections of oil and gas
leases is to be defined by the commissioner to reflect the 67th percentile of the
aggregation of the rates of return granted in “cost-plus contracts” as compared to
projects of similar magnitude and complexity to that of each lessee and within a
similar legal framework to that experienced in Alaska.

(B) The definition of due diligence expenditure of net profits after the luking of
reasonable profits defined in (A) shull be used for prudent exploration and
production drilling operations as proposed by the lessee or unit operator in their
plans of operations and development. Tlic commissioner shall annually review the
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plans of operations and development, and when changes in material conditions
indicate that such plans require amendment in the state’s best interest’s, issue a
conditional permit that modifies the submitted plans. The commissioner shall
insure that the plans are optimized to provide the maximum long term production
of all recoverable hydrocarbons using the most effective and efficient means to
develop the hydrocarbon resources on leased properties. The optimization of plans
must be performed in conformance with established and prospective pool rules
and other constraints promulgated by the Alaska Oil and Gas Conservation

Commission.
CS SB 2001 (JUD) 11/05/07
*Sec 10. AS 38.05.180(q) is amended to read:

(9) A plan authorized by subsections (h) or (p) of this section, which includes land owned
by the state, may contain a provision vesting the commissioner, or a person, committee,
or state agency, with authority to modify from time to time the rate of prospecting and
development and the quantity and rate of production under the plan to maximize the
benefit to the state considering the long term production of all hydrocarbons on such
leases or units and as otherwise necessary for most effective utilization of all regional
resources. All leases operated under a plan approved or prescribed by the commissioner
are excepted in determining holdings or control under AS 38.05.140. The provisions of
this section concerning cooperative or unit plans are in addition to and do not affect AS

31.05.

(A) The term “reasonable profit” as used in the diligence sections of oil and gas
leases is to be defined by the commissioner to reflect the 67th percentile of the
aggregation of the rates of return granted in “cost-plus contracts” as compared to
projects of similar magnitude and complexity to that of each lessee and within a
similar legal framework to that experienced in Alaska.

(B) The definition of due diligence expenditure of net profits after the taking of
reasonable profits defined in (A) shall be used for prudent exploration and
production drilling operations as proposed by the lessee or unit operator in their
plans of operations and development. The commissioner shall annually review the
plans of operations and development, and when changes in material conditions
indicate that such plans require amendment in the state's best interest’s, issue a
conditional permit that modifies the submitted plans. The commissioner shall
insure that the plans jure optimized to provide the maximum long term production
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of all recoverable hydrocarbons using tiie nost, effective and efficient means to
develop the hydrocarbon resources on leased properties. The optimization of plans
must be performed in conformance with established and prospective pool rules
and other constraints promulgated by the Alaska Oil and Gas Conservation

Commission.

While the above proposed amendments address the contract impairment and lease
administration issues, there are a whole host of other “maximum benefit” issues that
should gamer their own amendments. The recognition of the “cost-plus” lease issue
should logically lead to the elimination of the net profits tax altogether because lessees
are constrained to only accrue “reasonable profits” given that the state’s/peoples’ best
interest will require ever increasing production investment and there would be no need
for taxes to track lessees’ profitability. Adoption ofa highly progressive excise tax levied
on the gross value of raw hydrocarbons at the point of export or point of sale in-state
would: dispense with an unduly burdensome tax administration cost to both the state and
lessees that could be better spent on lease administration and production respectively;
incentivize the elimination of “gold plating" of costs upstream of the point of tax, and;
capture hydrocarbons for tax that may otherwise be exempt from tax due to point of
origin.

Where a progressive excise tax would be designed to capture the “lion’s share” of
windfall profits, tax credits for specific equipment that has the highest correlation to
ultimate hydrocarbon production would be very useful. Examples of such equipment
provided in testimony to date should inchide: advanced drill rigs; gas processing units;
water processing units; sand processing units; advanced seismic testing equipment and
software; and other such advanced equipment directly related to finding, drilling and
processing hydrocarbons, particularly for heavy oil and gas. Whatever utility office
buildings may have for production, Alaskans’ best interests are most served in assuring
full funding of those assets with the highest correlation to production of hydrocarbons in
the proper ratio to allow their efficient transport. I1f we later find that capital expenditures
beyond a short list of highly qualified and extremely expensive equipment would be
warranted, no lessee or prospective explorer will complain if the legislature or ADNR
expands the list. If these tax credits fail to adequately fund the approved plans of
operation and development, all but one lessee still has royalty relief available to
supplement funding of their production activities pursuant to AS 38.05.180(j)- Lessees
that have expended their royalty relief and still cannot adequately fund their operations
should be given the option of additional credits or royalty relief, but only to the extent

Page 90f 10
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that the price of hydrocarbons) impairs their ability to accrue “reasonable profits” and
after a full examination of the competency of the operator is conducted by ADNR.

Where the seismic and/or well information acquired by EIC tax credits are deemed to be
in the best interest of the people, legislators must consider that the application for similar
tax deductions or credits should trigger the same production of information by the

applicant.

Benefits that accrue to the people of Alaska due to the revenue derived from hydrocarbon
production are offset by the detrimental effects of climate change suffered by Alaskans
that reside in . s with permafrost. These citizens are entitled to equal protection from
state and legislative actions impairing their wellbeing. The legislature must minimally
commit to mitigation of the unequal effects ofany bill that passes and is signed into law.

The CS bill folders presented to both Finance Committees are required to contain my
prior written testimony and oral testimony summaries on these bills. | request that the
Committee Members review my prior testimony as it contains a supplemental
perspective, advice and evidence that are relevant to the instant petition.

Sincerely
Tom Lakosh, Pro Per Petitioner

Page 100f D
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November 9, 2007
TO: Anchorage LIO v i»Fax 2630229,

RE: Submission for tho record for House and Senate Finanoe
Coromittoo meeting held November 8, 2007

To Whom It May Concern:

My name is Lon Wilson, and | am the President of The Wilson Agenoy. Thank you for the
opportunity to share my comments regarding SB/HB 2001.

The Wilson Agﬁr’(yis a leading locally owned and independent employee benefit* and financial
scrvicas advisor/broker. Wo have a smell staff of 17and provide expertise in consultative advisory

sendee* to businesses of all sizes throughout Alaska.

While our client base is diverse, approximately twenty pcrcant of our clients are part of the Alaska
Oil Industry Support Alllanoe, cumulatively contributing over 20% of the total revenue to our
agency. | i addition, wc have another 20% of our revenue generated by clionts based in industries
suoh as construction, engineering, real estate, transportation, scientific/technical, architectural and
related industries, the*, would also be heavily impacted by n continued downturn in investment in the
Stare of Alaska's ref ources.

Private sector investment in this State is key to maintaining a healthy economy. AJnska should be
focusing on creating an environment of fiscal predictability and stability to encourage both large and
small oil anil gas companies to consider investing mor* funds in our State, Ala*ka should bo
enoouraging new exploration and investment to promote incronsod production of oil. It is counter-
intuitive to consider raising production laxes in light of tiie declining production that we are
currently seeing, Daily production has plummeted 65% from more than 2 million bpd in 1988 to

726,000 today.

Unde: the new PPT system, Alaska is getting olosc to a billion dollars more in oil revenues, as
planted. The PPT system hasn't even had a year to work, ao it seems prematuro to dismiss it. Tho
new proposed tax increase would be the 3xi large increase on the industry in the past five yoars. What
business do you know of that would be able lo sustain such a tax burden and consider it a healthy
environment in which to invest more resources?

As a small business owner, | would urge you to reconsider the proposed ohangcs to PPT and adopt on
oil tax regime that will generate sufficient revenue for state government wbii* encouraging
maximum utilization of oil reserves, if we can secure increased inveitmont in the state today, it will

mean higher revenuo in the future.

Thank yoJ for your time.

Lon AL Wilson, President

JIDAStroot, IO 4D -Anchorago. AK BB 907277 1IGTEL « 07274011 FAX
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We believe that the October 18, 2007 Special Session on the Petroleum Profits Tax (PPT) has developed an emotional
climate that will foster punitive actions instead focusing on facts and a tax policy that encourages growtli and investment in
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Special Session. We ask that the Legislators meet with their constituents before the next regular session and discuss how
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We believe that the October 18, 2007 Special Session on the Petroleum Profits Tax (PPT) has developed an emotional
climate that will foster punitive actions instead focusing on facts and a tax policy that encourages growth and investment in

Alaska.
We, the undersigned, are concerned Alaskans who urge our legislators to NOT make any changes to the PPT during the
Special Session. We ask that the Legislators meet with their constituents before the next regular session and discuss how

to develop a lax policy that promotes investment.
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We believe that the October 18, 2007 Special Session on the Petroleum Profits Tax (PPT) has developed an emotional
climate that will foster punitive actions instead focusing on facts and a lax policy that encourages growth and investment in

Alaska.
We, the undersigned, are concerned Alaskans who u”ge our legislators to NOT make any changes to the PPT during the
Special Session. Wkt- ask that the Legislators meet with their constituents before the next regular session and discuss how

to develop a tax policy that promotes Investment.
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We believe that the October 18, 2007 Special Session on the Petroleum Profits Tax (PPT) has developed an emotional
climate that will foster punitive actions Instead focusing on facts and a tax policy that encourages growth and investment in

Alaska.
We, the undersigned, are concerned Alaskans who urge our legislators to NOT make any changes to the PPT during the
Special Session. We ask that the Legislators meet with their constituents before the next regular session and discuss how

to develop a tax policy that promotes investment.
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