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SB 242 c h a n g e s  t h e  r e t r o a c t i v e  d a t e  for a r e c e n t l y  a d o p t e d  in c r e a s e  in  t h e  p r o d u c t i o n  tax  ra te  f r o m  Ju ly 1, 2007 t o  D e c e m b e r  20, 
2007. Th is  b il l  a lso  a l l o w s  a t a x p a y e r  t o  a v o i d  i n t e r e s t  a n d  p e n a l t i e s  d u e  to  la t e  p a y m e n t s  b y  m a k in g  a n y  a d d i t i o n a l  taxes  d u e  
b a s e d  o n  t h e  d i s a l l o w a n c e  o f  c e r t a in  d e d u c t i o n s  ( th e  d i s a l l o w a n c e  o f  m o s t  u n s c h e d u l e d  m a in t e n a n c e ,  o f  cos ts  i n c u r r e d  d u e  to  
v i o l a t i o n  o f  law) to  b e  p a i d  b y  Ap r i l  2008,

SB ?42's c h a n g e  in t h e  r e t r o a c t i v e  d a l e  w o u l d  no t  h a v e  a n  im p a c t  o n  g o in g  f o rw a r d  i n v e s tm e n t  d e c is io n s  o f  t ire t a x p a y e r  s in c e  past 
p r o d u c t i o n  tax l i a b i l i t y  is a su nk  co s t .  ( C o n t i n u e d  o n  n e x t  page)
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A N A L Y S I S  C O N T I N U A T I O N

SB 242 a l s o  r e p e a l s  t h e  r e c e n t l y  a d o p t e d  p r o v i s i o n s  t h a t  s e t s  a s t a n d a r d  d e d u c t i o n  f o r  d e d u c t i b l e  o p e r a t i n g  
c o s t s  f o r  2007, 2008, a n d  2009 a t  t h e  P r u d h o e  B a y  a n d  K u p a r u k  R i v e r  U n i t s  b a s e d  o n  i n f l a t i o n  a d j u s t e d  
o p e r a t i n g  c o s t s  i n c u r r e d  i n  e a c h  u n i t  i n  2006. C u r r e n t l y ,  a  p r o d u c e r  c a n n o t  d e d u c t  f r o m  t a x a b l e  i n c o m e  

p o t e n t i a l  a d d i t i o n a l  o p e r a t i n g  c o s t s  f o r  a n e w  p r o j e c t  w i t h i n  t h e  K u p a r u k  R i v e r  o r  P r u d h o e  B a y  U n i t .

F IS C A L  N O T E

S T A T E  O F  A L A S K A  B I L L  NO. S B  242_______________
2008 L E G I S L A T I V E  SESSION

Pago 2 of 2
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S e n a t e  F i n a n c e
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Bill Version:
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T a x a t io n  a n d  T re a s u r y
T a xa t io n  a n d  T re a s u ry
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P e rs o n a l  S e r v i c e s  
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L and  & Structu res  
G ran ts  & C l a im s  
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T O T A L  O P E R A T IN G 0.0 0.0 0.0 0.0 0.0 0.0 0.0
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F IS C A L  N O T E

A N A L Y S I S  C O N T I N U A T I O N

T h o  c h a n g e  in r e v e n u e s  d u o  lo  Ih e  r e p e a l  o f  the  s tanda rd  d e d u c t io n  p ro v is io n  is  m u c h  le s s  q ua n t i f i a b le .  T h e  D ep a r tm en t  
o f  R e v e n u e  h a s  no t  ye t im p l em e n t e d  r e g u la t io n s  to requ ire  a n d  ob ta in  forward-looking e x p e n d i t u r e  in fo rm a t io n  from the 
c o m p a n i e s  o pe ra t in g  u n d e r  oil a n d  g a s  l e a s e s  in tho state, The re fo re ,  l ittle is k n ow n  a b o u t  fu ture s p e n d i n g  p la n s  in tho 
two un its  that q ua l i f y  u n d e r  the  s tanda rd  d e d u c t io n  p rov is io n . Add i t io na l ly ,  w o  a n t i c ip a te  that tax p r o v is io n s  that target 
s p e c i f i c  en t it ie s  a n d  ty pes  o f  co s ts  s u c h  a s  tho s ta n d a rd  d e d u c t io n ,  c o u ld  like ly im p a c t  ta x p a y e r  i n v e s tm e n t  d e c is io n s .

Fu rther ,  the  s tanda rd  d e d u c t io n  is b a s e d  o n  ope ra t in g  e x p e nd i tu r e s  m a d e  in 2006 as  a  start ing po in t  for future 
d e d u c t io n s .  T h is  p r e s en ts  d iff icu lt ies in e s t im a t in g  future d e d u c t io n s  b e c a u s e  2006 e x p e n d i t u r e s  h a v e  no t  yet b e e n  
a u d i t e d  a n d  m a y  c o n ta in  e x p e n d i t u r e s  for i t em s  that a r e  n o  lo n g e r  d e d u c t ib le  u n d e r  Ih o  n e w  tax le g is la t io n .

P r ior to I h e  p a s s a g e  of  the  n e w  p r o d u c t io n  la x ,  o u r  fo recast  for o pe ra t in g  e x p e nd i tu r e s  for P r u d h o e  B a y  a n d  K u pa ru k  
un its  t h rough  2009 w a s  no t  s ign i f ic a n t ly  d if ferent from the  am o u n t s  c a lc u la t e d  for the  s ta n d a rd  d e d u c t io n .  T he re fo ro ,  w e  
d o  not an t i c ip a te  m u c h  im p a c t  o n  r e v e n u e s  from the p r o p o sod  r em o va l  o f  the  s tanda rd  d e d u c t io n  p ro v is io n .

S T A T E  O F  A L A S K A  B I L L  N O . S B  242_______________

2008 L E G I S L A T I V E  S ES S IO N

Pogo 2 o f '?



(9 0 7 )4 6 5 -3 8 6 7  o r  46 5 -2 4 5 0  
FAX (9 0 7 ) 46 5 -2 0 2 9  
Mail S to p  3101

D I V I S I O N  O F  L E G A L  A N D  R E S E A R C H  S E R V I C E S  
L E G I S L A T I V E  A F F A I R S  A G E N C Y  

S T A T E  O F  A L A S K A

L E G A L  S E R V I C E S
c C E I V E D  

JAN 2 5 2000

S ta te  Capitol 
Ju n e a u , A laska 99801-1182  

D eliveries to: 129 6lh S t., R m .  329

M E M O R A N D U M J a n u a r y  2 5 ,  2 0 0 8

S U B J E C T :

T O :

F R O M :

S e c t io n a l  s u m m a r y  for  S B  2 4 2  ( W o r k  O r d e r  N o .  2 5 -L S 1352V A )

S e n a to r  B e r t  S tc d m a n
C o - C h a i r  o f  t h e  S e n a t e  F i n a n c e  C o m m i t t e e
A t tn :  D a r w i n  P e te r s o n

a -
D o n a ld  iVl. B u l l o c k ^ r .
L e g i s l a t iv e  C o u n s e l

Y o u  h a v e  r e q u e s t e d  a  s e c t io n a l  s u m m a r y  o f  th e  a b o v e - d e s c r ib e d  b ill .

A s  a  p r e l i m i n a r y  m a t te r ,  n o t e  th a t  a  s e c t io n a l  s u m m a r y  o f  a b i l l  s h o u ld  no t  b e  c o n s id e r e d  
a n  a u th o r i t a t i v e  i n te r p r e ta t io n  o f  th e  b i l l  a n d  th e  bill  i t s e l f  is  th e  best s t a t e m e n t  o f  i ts  
c o n te n t s .  I f  y o u  w o u ld  l ik e  an  i n te r p r e ta t io n  o f  th e  b i l l  as  it m a y  a p p ly  to  a p a r t i c u la r  se t  

o f  c i r c u m s ta n c e s ,  p l e a s e  a d v is e .

/  S e c t i o n  1. D e le t e s  a r e f e r e n c e  to  A S  4 3 . 5 5 . 16 5 (k )  a n d  (/); A S  4 3 .5 5 .1 6 5 (k )  a n d  (/) a re  
r e p e a le d  in  sec .  5 o f  th e  b ill .

S e c t i o n  2. C h a n g e s  th e  d a t e  fo r  id e n t i f y in g  th e  p ro v i s io n s  o f  A S  4 3 .5 5 .0 1 1  - 4 3 .5 5 .1 8 0  
th a t  w e r e  in  e f fe c t  fo r  th e  p u r p o s e  o f  a s c e r t a in in g  th e  a m o u n t s  r e c e iv e d  a f te r  
D e c e m b e r  3 1 ,  2 0 0 7  tha t  e x c e e d  th e  a m o u n t s  th a t  w o u ld  h a v e  b e e n  r e c e iv e d  u n d e r  p r io r  

la w .

S e c t i o n  3. A m e n d s  th e  t r a n s i t io n  p r o v i s io n  r e la t in g  to  th e  p a y m e n t  o f  t a x e s  a n d  t i l in g  o f  
s t a t e m e n t s  th a t  w e r e  d u e  fo r  ih e  p e r i o d  a f t e r  M a r c h  3 1 ,  2 0 0 6  a n d  b e fo re  D e c e m b e r  2 0 ,  

2 0 0 7 ,

S e c t i o n  4. A m e n d s  th e  t r a n s i t io n  p r o v i s io n  r e la t in g  to  th e  r e t ro a c t iv i ty  o f  r e g u la t io n s  to  
a l l o w  th e  r e g u la t i o n s  to  a p p ly  r e t r o a c t iv e ly  to  D e c e m b e r  2 0 ,  2 0 0 7  ra th e r  th a n  J u ly  I , 

2 0 0 7 .

S e c t i o n  5 .  R e p e a l s  A S  4 3 . 5 5 . 1 6 5 (k )  a n d  (/). T h o s e  s u b s e c t io n s  re la te d  lo  a  l im i ta t io n  
o n  th e  a m o u n t  o f  l e a s e  e x p e n d i t u r e s  th a t  nitty h e  t a k e n  as  a d e d u c t io n  w h e n  c o m p u t in g  
t h e  p r o d u c t i o n  tax  v a lu e  o f  o i l  a n d  gas .

S e c t i o n  (>. R e p e a l s  se c s .  1(e), 7 4 ( e ) ,  a n d  7 4 (d ) ,  ch . S S S I .A  2 0 0 7  b e c a u s e  c e r ta in  
c h a n g e s  in th a t  A c t  tire n o  l o n g e r  r e t r o a c t iv e  to  J u ly  I ,  2 0 0 7 .  S e c t io n  1(e) r e la te d  to  th e



a p p r o p r i a t i o n  o f  m o n e y  i c c e iv c d  a f t e r  J u n e  3 0 ,  2 0 0 7  a n d  b e f o r e  J a n u a r y  1, 2 0 0 8  b e c a u s e  
o f  th e  i n c r e a s e d  tax  r e v e n u e  e x p e c t e d  u n d e r  ch . 1, S S S L A  2 0 0 7 .  S e c t io n  7 4 (c )  a d d r e s s e d  
(he  r e t r o a c t iv e  a p p l i c a t i o n  o f  A S  4 3 . 5 5 . 165(k)  a n d  (/), s u b s e c t io n s  th a t  w o u ld  b e  r e p e a le d  
in  sec .  5 o f  th is  b i l l .  S e c t io n  7 4 ( d )  m a d e  secs .  15 - 2 8 ,  3 2  - 3 5 ,  53 - 6 1 ,  6 3 ,  6 5 ,  a n d  6 6  o f  
ch . 1, S S S L A  2 0 0 7  r e t r o a c t iv e  to  J u l y  1, 2 0 0 7 ,  e x c e p t  a s  p r o v id e d  in  sec .  7 4 (b )  o f  th a t  
A c t.

S e c t i o n  7 .  M a k e s  se c s .  15 - 2 8 ,  3 2  - 3 5 ,  53 - 6 1 ,  6 3 ,  6 5 ,  a n d  6 6  o f  ch . 1, S S S L A  2 0 0 7 ,  
a p p l i c a b le  to  o i l  a n d  g a s  p r o d u c e d  a f t e r  D e c e m b e r  19, 2 0 0 7 .

S e c t i o n  8. P r o v id e s  fo r  th e  t r e a tm e n t  a n d  a p p l i c a t io n  o f  a n y  o v e r p a y m e n t  o f  tax  th a t  
m a y  h a v e  o c c u r r e d  b e c a u s e  o f  th e  r e t ro a c t iv e  a p p l i c a t i o n  o f  c e r t a in  p r o v i s io n s  in  ch . 1, 
S S S L A  2 0 0 7 .

S e c t i o n  9. M a k e s  s e c t io n s  1 - 7 o f  th e  b ill  r e t r o a c t iv e  to  D e c e m b e r  2 0 ,  2 0 0 7 .

S e c t i o n  10. P r o v id e s  fo r  an  i m m e d i a t e  e f f e c t iv e  d a te .

S e n a to r  B e r t  S te d m a n

J a n u a ry  2 5 , 2 0 0 8
P a g e  2

D M B : m c d  
0 8 -0 4 9 .  m e d



S B  2 4 2

P r e s e n t a t i o n  t o  A l a s k a  S t a t e

L e g i s l a t u r e ,

S e n a t e  F i n a n c e  C o m m i t t e e

D a n  E .  D i c k i n s o n ,  C P A ,  C M A

F e b  1 ,  2 0 0 8



S B  2 4 2  -  Tw o P ro d u c t io n  T a x  
C h a n g e s

• ( 1 ) C h a n g e  e f fec t iv e  d a t e  for a  n u m b e r  of  
t e r m s  from  Ju ly  to  D e c e m b e r  of  2 0 0 3

• (2 ) U s e  a c tu a l  o p e x  c o s t s  i n s t e a d  of  3 % of 
2 0 0 6  a c t u a l s  for 2 0 0 7 , 2 0 0 8 , 2 0 0 9 .

2 / 1 / 2 0 0 8 D a n  E  D i c k i n s o n ,  C P A ,  C M A

P r e s e n t a t i o n  t o  S e n a t e  F i n a n c e

2



S B  2 4 2  - C h a n g e  E f f e c t iv e  D a t e

S C S  C H S B  2 0 0 1  (Fin) a m  S  p a s s e d  in 
N o v e m b e r ,  with m a jo r  r e v e n u e  s e c t i o n s  
r e t ro a c t iv e  to  Ju ly  1 , 2 0 0 7 .

T h is  bill w o u ld  m o v e  t h e  e f fec t ive  d a t e  to 
D e c e m b e r  2 0 , 2 0 0 7  -  p r o s p e c t i v e  a s  o f  
t h e  d a t e  o f  t h e  s p e c i a l  s e s s i o n  leg is la t ion .

-  R e g u l a t i o n s  w i l l  h a v e  t o  p r o v i d e  f o r  c o m b i n i n g  

t w o  r e g i m e s  i n t o  a  s i n g l e  y e a r ;

• W o u l d  b e  1 1  d a y s / 3 5 3  d a y s  i n s t e a d  o f  s i x  

m o n t h s / 6  m o n t h s

2 / 1 / 2 0 0 8 D a n  E  D i c k i n s o n ,  C P A ,  C M A

P r e s e n t a t i o n  t o  S e n a t e  H n a n c e

3



S B  2 4 2  - C h a n g e  E f f e c t iv e  D a t e

• F isca l  N ote :  I n c r e m e n ta l  e f fec t  o f  S C S  
C S H B  2 0 0 1  (Fin) a m  S  for FY 2 0 0 8

-  $ 1 , 6 0 9  million

— s o  o n e  half  w ou ld  b e  $ 8 0 5  million

• R o u g h  e s t i m a t e  of  m a jo r  s o u r c e s
-  C h a n g e  f r o m  2 2 . 5 %  t o  2 5 %  =  $ 1 6 0  m i l l i o n

-  C h a n g e  i n  p r o g r e s s i v i t y  =  $ 4 0 0  m i l l i o n

-  C h a n g e  i n  c r e d i t s *  = $ 1 1 0  m i l l i o n

2 / 1 / 2 0 0 8 D a n  E  D i c k i n s o n ,  C P A ,  C M A

P r e s e n t a t i o n  t o  S e n a t e  F i n a n c e

4



S B  2 4 2  - C h a n g e  E f f e c t iv e  D a t e

F r o m  D O R  N o v  1 5 ,  2 0 0 7  F i s c a l  N o t e  

F o r S C S  C S H B  2 0 0 1  ( F i n ) :

F i s c a i  A N S  W C  S t a t u s

Y e a r

2 0 0 8

2 0 0 9

$  Q u o  P P T  

7 1 . 6 5  1 , 9 4 7

6 4 . 5 5  1 , 4 3 0

A C E S

2 , 3 6 8

1 , 9 8 5

S C S  I n c r e a s e  o r  I n c r e a s e  o r

C S H B  ( D e c r e a s e )  ( D e c r e a s e )

2 0 0 1 ( F I N )

3 , 5 5 6

2 , 3 7 2

f r o m f r o m  A C E S

9 4 2

2 / 1 / 2 0 0 8 D a n  E  D i c k i n s o n ,  C P A ,  C M A

P r e s e n t a t i o n  t o  S e n a t e  F i n a n c e

5



S B  2 4 2  -  K u p aru k  & P r u d h o e  Units 
O p e x

• F o r  C Y  2 0 0 7 , 2 0 0 8 , 2 0 0 9 , o p e x  a l l o w a n c e  
g r o w s  by  3 % a n n u a l ly  f rom  CY  2 0 0 6  b a s e .

• M e c h a n i c s  -  N e t  tax  b e g a n  April 1 , 2 0 0 6  

s o  b a s e  is 9  m o n th s  of  c o s t s  in C Y  2 0 0 6

- 2 0 0 7  a l l o w a n c e  i s  1 3 7 %  ( 4 / 3 * 1 0 3 %  =  1 3 7 % )

-  2 0 0 8 ,  2 0 0 9 ,  1 0 3 %  o f  p r i o r  y e a r

2 / 1 / 2 0 0 8 D a n  E  D i c k i n s o n ,  C P A ,  C M A

P r e s e n t a t i o n  t o  S e n a t e  F i n a n c e

6



O p e x  f ix e d  o r  v a r i a b l e  c o s t ?

I f  o p e x  c o s t s  

a r e  f i x e d

I f  o p e x  c o s t s  

a r e  v a r i a b l e

D e c r e a s i n g

V o l u m e s
( n o  v o l u m e  

e f f e c t )

( a s s u m e d  6 %  

d e c l i n e )

I n c r e a s i n g  

V o l u m e s  ( f r o m  

f a c i l i t y  s h a r i n g )

2 / 1 / 2 0 0 8 D a n  E  D i c k i n s o n ,  C P A ,  C M A

P r e s e n t a t i o n  t o  S e n a t e  F i n a n c e

7



O p e x  v a r iab le  c o s t  with dec lin ing  
v o lu m e s

3 %

I n c r e a s e  i n 6 %

c o s t D e c l i n e  i n C h a n g e  i n

a l l o w a n c e v o l u m e s U n i t  C o s t U n i t  C o s t

2 0 0 6 2 , 0 0 0 . 0 2 0 0 . 0 1 0 . 0 0

2 0 0 7 2 , 0 6 0 . 0 1 8 8 . 0 1 0 . 9 6 1 1 0 %

2 0 0 8 2 , 1 2 1 . 8 1 7 6 . 7 1 2 . 0 1 1 1 0 %

2 0 0 9 2 , 1 8 5 . 5 1 6 6 . 1 1 3 . 1 6 1 1 0 %

2 / 1 / 2 0 0 8 D a n  E  D i c k i n s o n ,  C P A ,  C M A

P r e s e n t a t i o n  t o  S e n a t e  F i n a n c e

8



O p e x  v a r iab le  c o s t  with dec lin ing  
v o lu m e s

3 %

I n c r e a s e  i n R S B

c o s t D e c l i n e  i n C h a n g e  i n

a l l o w a n c e v o l u m e s U n i t  C o s t U n i t  C o s t

2 0 0 6 1 , 2 8 5 . 2 2 0 5 . 5 6 . 2 5

2 0 0 7 1 , 3 2 3 . 8 1 9 1 . 7 6 . 9 1 1 1 0 %

2 0 0 8 1 , 3 6 3 . 5 1 9 0 . 8 7 . 1 5 1 0 3 %

2 0 0 9 1 , 4 0 4 . 4 1 8 7 . 8 7 . 4 8 1 0 5 %

V o l u m e s  c o n v e r t e d  f r o m  D O R  R S B  F Y  v o l u m e s ,  c o s t s  7 0 %  o f  N S  d o l l a r s

2 / 1 / 2 0 0 8 D a n  E  D i c k i n s o n ,  C P A ,  C M A

P r e s e n t a t i o n  t o  S e n a t e  F i n a n c e

o



O p e x  f ix e d  o r  v a r i a b l e  c o s t ?

I f  o p e x  c o s t s  

a r e  f i x e d

I f  o p e x  c o s t s  

a r e  v a r i a b l e

D e c r e a s i n g

V o l u m e s

1 0 3 %  i n c r e a s e

( n o  v o l u m e  

e f f e c t )

1 1 0 %  i n c r e a s e

( a s s u m e d  6 %  

d e c l i n e )

I n c r e a s i n g  

V o l u m e s  ( f r o m  

f a c i l i t y  s h a r i n g )

1 ’Il.M.
B S t

2 / 1 / 2 0 0 8 D a n  E  D i c k i n s o n ,  C P A ,  C M A

P r e s e n t a t i o n  t o  S e n a t e  F i n a n c e

1 0



V a r i a b l e  c o s t s  w i th o u t  c a p

• F a c i l i t y  O w n e r  h a s  s p a r e  c a p a c i t y ,  a n d  t h e r e f o r e  

a g r e e s  t o  p r o c e s s  a n  a d d i t i o n a l  1 , 0 0 0  b b l s  a t  a  

c h a r g e  o f  $ 1 0  a  b a r r e l  o r  $ 1 0 , 0 0 0  d o l l a r s .

• F a c i l i t y  O w n e r  i n c u r s  c o s t s  o f  $ 1 0 , 0 0 0 ,  r e c e i v e s  

r e i m b u r s e m e n t  o f  $ 1 0 , 0 0 0  -  n o  n e t  p r o d u c t i o n  

t a x  e f f e c t .

• N e w  P r o d u c e r  r e c e i v e s  d e d u c t i o n  f o r  $ 1 0 , 0 0 0  -  

a t  4 0 %  t a x  r a t e  6 , 0 0 0  o u t  o f  p o c k e t

2 / 1 / 2 0 0 8 D a n  E  D i c k i n s o n ,  C P A ,  C M A

P r e s e n t a t i o n  t o  S e n a t e  F i n a n c e

1 1



F ix e d  c o s t s  w i t h o u t  c a p

• F a c i l i t y  O w n e r  h a s  s p a r e  c a p a c i t y ,  a n d  t h e r e f o r e  

a g r e e s  t o  p r o c e s s  a n  a d d i t i o n a l  1 , 0 0 0  b b l s  

c h a r g i n g  $ 1 0 , 0 0 0  d o l l a r s .

• F a c i l i t y  O w n e r  r e c e i v e s  r e i m b u r s e m e n t  o f  

$ 1 0 , 0 0 0  -  w h i c h  i n c r e a s e s  n e t  a n d  p r o g r e s s i v i t y  

( a t  % 4 0  t a x  r a t e  ( 2 5 % +  1 6 %  p r o g r e s s i v i t y )  p a y s  

$ 4 , 0 0 0  i n  t a x e s )

• T o  r e c e i v e  $ 1 0 , 0 0 0 ,  f a c i l i t y  o w n e r  h a s  t o  c h a r g e  

$ 1 7 , 0 0 0

• N e w  P r o d u c e r  r e c e i v e s  d e d u c t i o n  f o r  $ 1 7 , 0 0 0  -  

a t  4 0 %  t a x  r a t e  $ 1 0 , 0 0 0  o u t  o f  p o c k e t

2 / 1 / 2 0 0 8 D a n  E  D i c k i n s o n ,  C P A ,  C M A

P r e s e n t a t i o n  t o  S e n a t e  F i n a n c e

1 2



O p e x  f ix e d  o r  v a r i a b l e  c o s t ?

I f  o p e x  c o s t s  

a r e  f i x e d

I f  o p e x  c o s t s  

a r e  v a r i a b l e

D e c r e a s i n g

V o l u m e s

1 0 3 %  i n c r e a s e

( n o  v o l u m e  

e f f e c t )

1 1 0 %  i n c r e a s e

( a s s u m e d  6 %  

d e c l i n e )

I n c r e a s i n g  

V o l u m e s  ( f r o m  

f a c i l i t y  s h a r i n g )

I

> j

2 / 1 / 2 0 0 8 D a n  E  D i c k i n s o n ,  C P A ,  C M A

P r e s e n t a t i o n  t o  S e n a t e  F i n a n c e

1 3



O p e x  f ix e d  o r  v a r i a b l e  c o s t ?

D e c r e a s i n g

V o l u m e s

I n c r e a s i n g  

V o l u m e s  ( f r o m  

f a c i l i t y  s h a r i n g )

I f  o p e x  c o s t s  

a r e  f i x e d

1 0 3 %  i n c r e a s e

( n o  v o l u m e  

e f f e c t )

I f  o p e x  c o s t s  

a r e  v a r i a b l e

1 1 0 %  i n c r e a s e

( a s s u m e d  6 %  

d e c l i n e )

2 / 1 / 2 0 0 8 D a n  E  D i c k i n s o n ,  C P A ,  C M A

P r e s e n t a t i o n  t o  S e n a t e  F i n a n c e

1 4



S B  2 4 2  -  K u p aru k  & P r u d h o e  Units 
O p e x

• T w o  a p p r o a c h e s
-  O n e  t h i r d  d o n e  -  c a n  c o m p a r e  a c t u a l  2 0 0 7  

c o s t s  w i t h  d e r i v e d  2 0 0 7  a l l o w a n c e

-  P r o j e c t e d  e f f e c t  a t  e n d  o f  c a p  -  c a n  c o m p a r e  

2 0 0 9  w i t h  2 0 1 0

2 / 1 / 2 0 0 8 D a n  E  D i c k i n s o n ,  C P A ,  C M A

P r e s e n t a t i o n  t o  S e n a t e  F i n a n c e

1 5



S B  2 4 2  -  K u p a ru k  & P r u d h o e  Units 
O p e x

• F ig u r e s  I a m  a b o u t  to p r e s e n t  a r e  
a v e r a g e s  a n d  a g g r e g a t e s

• P r o d u c t io n  i n c e n te d  individual p ro jec t  by  
indiv idual  p ro je c t

• P o in t  o f  n e t  t a x  is lo w e r  ta x  on  m o r e  
e x p e n s i v e  p ro je c t s ,  h ig h e r  tax  on  e a s i e r  
p ro d u c t io n .

2 / 1 / 2 0 0 8 D a n  E  D i c k i n s o n ,  C P A ,  C M A

P r e s e n t a t i o n  t o  S e n a t e  F i n a n c e

1 6



S B  2 4 2  -  K u p aru k  & P r u d h o e  Units 
O p e x  - “O n e  third d o n e ”

• ideally,  a s  o f  y e s t e r d a y ,  co u ld  c o m p a r e  
1 3 7 % of  C Y  2 0 0 6  o p e x  with a s  filed C Y  

2 0 0 7  o p e x .  T o o  h ig h ?  T o o  low ?

• H o w e v e r -
-  M o n t h l y  f i l i n g s  b y  t a x p a y e r s  n o t  c o n s i s t e n t  a s  

t o  h o w  m u c h  o r  w h a t  i n f o r m a t i o n  r e p o r t e d ,  s o  

t o t a l  o p e x  w i l l  a c t u a l l y  b y  f i l e d  o n  M a r c h  3 1 ,  

2 0 0 7 .

2 / 1 / 2 0 0 8 D a n  E  D i c k i n s o n ,  C P A ,  C M A

P r e s e n t a t i o n  t o  S e n a t e  F i n a n c e

1 7



S B  2 4 2  -  K u p aru k  & P r u d h o e  Units 
O p e x  - “O n e  third d o n e ”

• If j u s t  o n e  c o m p a n y  in e a c h  of  t h e  un i ts  
filed c l e a r  c o s t s ,  a n d  w e  a s s u m e  th a t  on ly  
unit c o s t s  a r e  l is ted, t h e n  d a t a  co u ld  b e  
d e r iv e d

• H o w e v e r ,  D O R  b e l i e v e s  th is  d a t a  r e m a i n s  
conf iden t ia l  -  w o u ld  n e e d  to g o  into 
e x e c u t i v e  s e s s i o n

2 / 1 / 2 0 0 8 D a n  E  D i c k i n s o n ,  C P A ,  C M A

P r e s e n t a t i o n  t o  S e n a t e  F i n a n c e

1 8



S B  2 4 2  -  K u p aru k  & P r u d h o e  Units 
O p e x  - “O n e  third d o n e ”

• D O R  did r e p o r t  th a t  for t h e  first ha lf  o f  t h e  
y e a r -

- t h e  “ a s  f i l e d  a c t u a l s ”  a n d

-  t h e  “  A S  4 3 . 5 5 . 1 6 5  ( k )  f i g u r e s ”

W e r e  within 3 % of e a c h  o th e r .
-  ( 3 %  o f  $ 2  b i l l i o n  a n n u a l l y  =  $ 6 0  m i l l i o n )

-  ( $ 6 0  m i l l i o n  *  2 5 %  =  1 5  m i l l i o n  d i r e c t  t a x e s

-  ( s m a l l e r  i n c r e m e n t  f o r  p r o g r e s s i v i t y )

2 / 1 / 2 0 0 8 D a n  E  D i c k i n s o n ,  C P A ,  C M A

P r e s e n t a t i o n  t o  S e n a t e  F i n a n c e

1 9



W h a t  w ou ld  w e  e x p e c t  b e tw e e n  
2 0 0 9  a n d  2 0 1 0  for a l low ab le  o p e x ?

2 / 1 / 2 0 0 8 D a n  E  D i c k i n s o n ,  C P A ,  C M A

P r e s e n t a t i o n  t o  S e n a t e  F i n a n c e

2 0



W h a t  w ould  w e  e x p e c t  b e tw e e n  
2 0 0 9  a n d  2 0 1 0  for a l lo w ab le  o p e x ?

S t e p  O n e

A n n u a l  O p e x  e s t i m a t e d  b y  D O R  b y  F i s c a l  Y e a r

S o u r c e F Y N S  o p e x  in m i l l i o n s  o f  d o l l a r s

F a l l  9 7  R S B F Y  2 0 0 7 2 , 0 8 1  7 1 3 * 1 2 1 ,9 2 1

F a l l  9 7  R S B F Y  2 0 0 8 2 , 1 4 9 2 , 1 4 9

F a l l  9 7  R S B F Y  2 0 0 9 2 , 3 5 4 2 , 3 5 4

F r o m  D O R F Y  2 0 1 0 2 , 3 3 4 2 , 3 3 4

F r o m  D O R F Y  2 0 1 1 2 , 4 0 7 2 , 4 0 7

* N o t e  F Y 2 0 0 7  i n c l u d e d  s o m e

F Y  0 6  c o s t s  a s  t h e  P P T  t r u e -  

u p  p a y m e n t  fo r  A p r i l - J u n e  

2 0 0 6  w a s n ' t  m a k e  until F Y  2 0 0 7

2 / 1 / 2 0 0 8  D a n  E  D i c k i n s o n ,  C P A ,  C M A  2 1

P r e s e n t a t i o n  t o  S e n a t e  F i n a n c e



W h a t  w ould  w e  e x p e c t  b e tw e e n  
2 0 0 9  a n d  2 0 1 0  for a l lo w ab le  o p e x ?

S t e p  T w o

B u i l d  u p  o f  o p e x  f r o m  C Y  2 0 0 7  

A S  4 3 . 5 5 . 1 6 5  ( k )  s t a n d a r d s

a p p l i e d  t o  e n t i r e  N S

C a l  2 0 0 6 * 1 , 3 7 7 . 0

C a l  2 0 0 7 1 3 7 % 1 , 8 8 6 . 5

C a l  2 0 0 8 1 0 3 % 1 , 9 4 3 . 1

C a l  2 0 0 9 1 0 3 % 2 , 0 0 1 . 4

C a l 2 0 1 0 1 0 3 % 2 , 0 6 1 . 4

C a l 2 0 1 1 1 0 3 % 2 , 1 2 3 . 3

* * N o t e :  D O R  s u p p l i e d  f i g u r e  

C a l  2 0 1 0  -  2 0 1 1  a r e  f o r  

c o m p a r i s o n  o n l y ,

A S  4 3 . 5 5 . 1 6 5  ( k )  d o e s  n o t  a p p l y

2 / 1 / 2 0 0 8  D a n  E  D i c k i n s o n ,  C P A ,  C M A  2 2

P r e s e n t a t i o n  t o  S e n a t e  F i n a n c e



W h a t  w ould  w e  e x p e c t  b e tw e e n  
2 0 0 9  a n d  2 0 1 0  for a l lo w ab le  o p e x ?

S t e p  T h r e e ______________________________________________

T r a n s l a t i o n  i n t o  F i s c a l  Y e a r s

A S  4 3 . 5 5 . 1 6 5  ( k )

( 5  m o s )  J a n ( 7  m o s ) b u i l d  u p  a p p l i e d

B u i l d  u p  o f  o p e x  f r o m  C Y  2 0 0 7 t h r u  M a y J u n e  t h r u t o  e n t i r e  N S ,

A S  4 3 . 5 5 . 1 6 5  ( k )  s t a n d a r d s w h e r e D e c  w h e r e s t a t e d  i n  F i s c a l

a p p l i e d  t o  e n t i r e  N S C Y = F Y C Y = F Y - 1 Y e a r s

C a l  2 0 0 6 * 1 , 3 7 7 . 0 1 , 0 7 1 . 0

C a l  2 0 0 7 1 3 7 % 1 , 8 8 6 . 5 7 8 6 . 0 1 , 1 0 0 . 5 F Y  0 7 1 , 8 5 7 . 0

C a l  2 0 0 8 1 0 3 % 1 , 9 4 3 . 1 8 0 9 . 6 1 , 1 3 3 . 5 F Y  0 8 1 , 9 1 0 . 1

C a l  2 0 0 9 1 0 3 % 2 , 0 0 1 . 4 8 3 3 . 9 1 , 1 6 7 . 5 F Y  0 9 1 , 9 6 7 . 4

C a l  2 0 1 0 1 0 3 % 2 , 0 6 1 . 4 8 5 8 . 9 1 , 2 0 2 . 5 F Y  1 0 2 , 0 2 6 . 4

C a l  2 0 1 1 1 0 3 % 2 , 1 2 3 . 3 8 8 4 . 7 F Y  1 1 2 , 0 8 7 . 2

***N ote:

1 , 3 7 7 / 9 * 7 =

fN o t e :  D O R  s u p p l i e d  f i g u r e  

C a l  2 0 1 0 - 2 0 1 1  a r e  f o r  

c o m p a r i s o n  o n l y ,  1 , 0 7 1

A S  4 3 . 5 5 . 1 6 5  ( k )  d o e s  n o t  a p p l y

2 / 1 / 2 0 0 8  D a n  E  D i c k i n s o n ,  C P A ,  C M A

P r e s e n t a t i o n  t o  S e n a t e  F i n a n c e

2 3



W h a t  w ould  w e  e x p e c t  b e tw e e n  
2 0 0 9  a n d  2 0 1 0  for a l lo w ab le  o p e x ?

S t e p  F o u r

A S  4 3 .5 5 .1 6 5 » Im plied

(k )  build up In c re a s e  o p e x

a p p l i e d  t o in a r e a s

N S  O p e x e n t i r e  N S , o u ts id e  o f

e s t im a te d s ta te d  in K u p aru k  an d

b y  D O R F isc a l Y e a r s P ru d h o e  N e w  v o lu m e s  p er R S B

F Y  2 0 0 7 1,921 1 ,8 5 7 6 3 .9  Fjo rd  &  N a n u k  ( 2 %  o f v o lu m e )

F Y  2 0 0 8 2 ,1 4 9 1 ,9 10 2 3 8 .9  1 6 2 %  in c re a s e  in o th e r  c o s ts

F Y  2 0 0 9 2 ,3 5 4 1 ,9 6 7 3 8 6 .6  A d d  N ika itch u q  &  O o o g u ru k  C o s ts

F Y  2 0 1 0 2 ,3 3 4 2 ,0 2 6 3 0 7 .6  D e c r e a s e ? ? ?

F Y  2011 2 ,4 0 7 2 ,0 8 7 3 1 9 .8

2 / 1 / 2 0 0 8 D a n  E  D i c k i n s o n ,  C P A ,  C M A

P r e s e n t a t i o n  t o  S e n a t e  F i n a n c e

2 4



W h a t  w ould  w e  e x p e c t  b e tw e e n  
2 0 0 9  a n d  2 0 1 0  for a l lo w ab le  o p e x ?

D O R  P r o j e c t i o n s  p e r  C a l e n d a r  Y e a r

2 / 1 / 2 0 0 8 D a n  E  D i c k i n s o n ,  C P A ,  C M A

P r e s e n t a t i o n  t o  S e n a t e  F i n a n c e

2 5
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O p p o s i t i o n  t o  R e t r o a c t i v e  L e g i s l a t i o n  ( I n c l u d i n g  R e t r o a c t i v e  T a x e s )  

M e m o  in  s u p p o r t  o f  S B  2 4 2  ( to  r e p e a l  r e t r o a c t i v e  t a x )

F r e d  W .  T r i e m  —  P e t e r s b u r g ,  A l a s k a

( 1 )  G o v e r n m e n t  is  n o t  a  t im e  m a c h in e  —  i t  s h o u l d  n o t  t u r n  h a c k  t h e  c lo c k  o r  

I t h e  c a l e n d a r  b y  e n g a g in g  i n  r e t r o a c t i v e  l a w  m a k i n g :  G o v e r n m e n t  s h o u l d  n o t  a d o p t  

r e t r o a c t i v e  l a w s .  T h i s  is  w h y  w e  f o u g h t  th e  R e v o l u t i o n a r y  W a r :  b e c a u s e  th e  C r o w n  

i m p o s e d  u n f a i r  a n d  v e x a t i o u s  t a x e s  o n  o u r  C o l o n i a l  A n c e s t o r s .

( 2 )  R e t r o a c t i v e  l e g i s l a t i o n  v io la t e s  a  c o r e  d e m o c r a t i c  p r i n c i p l e  t h a t  is  a n  

i n t e g r a l  p a r t  o f  t h e  t r a d i t i o n  o f  A m e r i c a n  g o v e r n m e n t :  V i o l a t e s  p r o h i b i t i o n s  a g a i n s t  e x

\ p o s t  fa c to  l a w s  a n d  v i o l a t e s  d u e  p r o c e s s  o f  l a w .  S o m e  s t a t e s  h a v e  a n  e x p l i c i t  p r o h i b i t i o n  

a g a i n s t  r e t r o a c t i v e  l e g i s l a t i o n  in  t h e i r  s t a t e  c o n s t i t u t i o n s ;  o u r  s t a t e  c o n s t i t u t i o n  c o n t a i n s  

t h e  p r o h i b i t i o n  b y  im p l i c a t i o n ,  e v e n  t h o u g h  it d o e s  n o t  u s e  t h e  w o r d  “ r e t r o a c t i v e . ”

( 2 )  R e t r o a c t i v e  l e g i s l a t i o n  h a s  n o  l i m i t i n g  p r i n c i p l e :  I f  a  g o v e r n m e n t  c a n  

r e a c h  b a c k  to  a s s e s s  a  t a x  f o r  s i x  m o n t h s  b e f o r e  its  e n a c t m e n t ,  t h e n  w h y  n o t  s e v e n  

m o n t h s ,  t e n  m o n t h s ,  t w e l v e  m o n t h s ?  O n e  y e a r  o r  tw o  y e a r s ,  o r  m o r e ?  “ I f  a  l i t t le  b i t  is 

g o o d ,  th e n  m o r e  is b e t t e r . ”  T h e  a b s e n c e  o f  a n y  l i m i t i n g  p r i n c i p l e  is a n o t h e r  r e a s o n  w h y  

r e t r o a c t i v e  l a w  m a k i n g  is in im ic a l  to  f a i r  g o v e r n m e n t .

( 4 )  R e t r o a c t iv e  l a w  m a k i n g  is  a  s l i p p e r y  s lo p e  t h a t  c a n  le a d  t o  b i g g e r  m is ­

c h ie f:  I f  o u r  L e g i s l a t u r e  c a n  i m p o s e  a r e t r o a c t i v e  tax  o n  o n e  t a x p a y e r  o r  c i t i z e n ,  th e n  it 

c a n  d o  s o  to  a n y  c i t i z e n .  I f  it c a n  i m p o s e  a r e t r o a c t i v e  t a x  o n  o il  c o m p a n i e s ,  t h e n  it c o u l d  

a l s o  ta x  f i s h e r m e n ,  s c h o o l  te a c h e r s ,  g o v e r n m e n t  w o r k e r s ,  la n d  o w n e r s  a n y  g r o u p  o f c i l i *
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z c n s ,  in  th e  s a m e  w a y .  C o n s i d e r  th e  e x a m p l e  o f  a  lo c a l  p r o p e r t y  tax :  C o u l d  a lo ca l  n m -  

I n i c ip a l  g o v e r n m e n t ,  a  c i ty  o r  a b o r o u g h ,  g o  b a c k  a n d  r e v i s i t  la s t  y e a r ’s p r o p e r ty  ta x ,  a n d  

in c r e a s e  it to  p a y  f o r  n e w  c o s t s ?  C o u l d  a  lo c a l  g o v e r n m e n t  r e t r o a c t i v e l y  in c re a s e  p r o p e r ty  

t a x e s  fo r  la s t  y e a r  o r  th e  y e a r  b e f o r e  in  o r d e r  to  r a i s e  f u n d s  to  c o v e r  g o v e r n m e n t  e x p e n s e s ?

(5 )  R e t r o a c t i v e  la w s  i m p a i r  e c o n o m ic  p l a n n i n g  a n d  s u b v e r t  m a r k e t  f o r c e s :

I T o  o p e r a t e  e f f e c t i v e l y ,  a  b u s i n e s s  m a k e s  a  b u d g e t  a n d  o p e r a t e s  w i t h i n  it. O u r  b u s i n e s s  

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

[ w h e n  g o v e r n m e n t  i n t e n d s  to  i n c r e a s e  ta x  b u r d e n s ,  s o  t h e y  c a n  a d j u s t  t h e i r  o p e r a t i o n s  a n d  

[ b u d g e t s  lo  a c c o m m o d a t e  t h e s e  a d d i t i o n a l  b u r d e n s .  B u t  a  b u s i n e s s  c a n n o t  m a k e  th e s e  

j a d ju  t m e n t s  r e t r o s p e c t i v e l y .  A n d  n e i t h e r  s h o u l d  g o v e r n m e n t .

( ( )  R e t r o a c t i v e  t a x e s  a r e  b a s e d  o n  p o p u l i s t  e c o n o m ic s , a  d e s i r e  t o  r e d i s t r i b u t e  

w e a l t h ,  n o t  o n  v a l i d  p r i n c i p l e s :  T h e  i m p o s i t i o n  o f  a ta x  th a t  r e a c h e s  b a c k w a r d  in l im e  

[ v i o l a t e s  a  c a r d i n a l  p r i n c i p l e  o f  o u r  p o l i t i c a l  t h o u g h t ,  to  w i t :  t h e  p r o h i b i t i o n  a g a i n s t  

r e t r o a c t i v i t y  w h e n  i m p o s i n g  a d u t y  ( e .g . ,  to  p a y  a ta x  o r  f i n e )  o r  i m p o s i n g  l i a b i l i ty  o r  

[ p u n i s h m e n t .  It is s i m p l y  U n - A m e r i c a n .

( 7 )  R e t r o a c t i v e  la w s  h a r m  A la s k a 's  r e p u t a t i o n :  W e  d o n ’t w a n t  A l a s k a  to  b e  

k n o w n  a s  a p l a c e  th a t  p u l l s  d i r ty  t r i c k s  o n  b u s i n e s s .  W e  s h o u l d  n o t  w a n t  to  b e  k n o w n  a s  a  

p l a c e  t h a t  e n a c t s  r e t r o a c t i v e  l a w s  o r  i m p o s e s  r e t r o a c t i v e  t a x e s .  W e  A l a s k a n s  s h o u l d  b e  

i m u  w  i mi m I c o n c e r n e d  a b o u t  h o w  th e  r e s t  o f  t h e  w o r l d  v i e w s  u s .  In t h i s  m a t t e r ,  w e  m a y  c o m e  a c r o s s  

\'km,.\|Ki.m | |  ^  ; l r l0 g , ,n (  ;l|Kj g r c 0 l | Vi T h i s  r e t r o a c t i v e  tax  d o e s  n o t  p u t  u s  in  a  f a v o r a b l e  l ig h t .
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c a u s e  o f  th e  A m e r i c a n  R e v o l u t i o n  a n d  i n s p i r e d  t h e  D e c l a r a t i o n  o f  I n d e p e n d e n c e .  R e c a l l  

o n e  o f  th e  p r i n c i p a l  c o m p l a i n t s  in  th e  D e c l a r a t i o n :  “ F o r  i m p o s i n g  t a x e s  o n  u s  w i t h o u t  o u r  

C o n s e n t .”  1

( 9 )  C o n c lu s i o n :  T h e  A la s k a  L e g i s l a t u r e  s h o u l d  n o t  e n a c t  r e t r o a c t i v e  la w s :  

I f  t h e r e  is  a  r e v e n u e  g o a l  to  b e  m e t ,  t h e  t a x  s h o u l d  b e  p u r e l y  p r o s p e c t i v e  a n d  th e  t a x  r a t e  

a d j u s t e d  to  m e e t  th e  S t a t e ’s f in a n c ia l  n e e d s .  B u t  d o n ’t d o  th i s  r e t r o a c t i v e l y !  T h a t  w o u l d  

v i o l a t e  c o r e  p r i n c i p l e s  o f  f a i r  g o v e r n m e n t .

R e s p e c t f u l l y  s u b m i t t e d  th is  4 th  d a y  o f  F e b r u a r y  2 0 0 8  a t  J u n e a u ,  A l a s k a .

F r e d  VV. T r i e m

H i s t o r i c a l  R e a s o n s :  S i m i l a r  c o n d u c t ,  e s p e c i a l l y  in  t h e  a r e a  o f  t a x a t i o n ,  is  w h a t

i n s p i r e d  o u r  c o l o n i a l  a n c e s t o r s  to  w r i t e  th e  D EC L A R A T IO N  O F IN D EPEN D EN CE a n d  w e r e  

th e  r o o t  c a u s e  o f  th e  A m e r i c a n  R e v o l u t i o n :  t h e  M o l a s s e s  T a x ,  S u g a r  f a x .  T e a  T a x ,  

S t a m p  T a x ,  e tc .  T h e s e  a r e  t h e  e v e n t s  t h a t  i n s p i r e d  n o t  o n l y  t h e  D EC LA R A TIO N  OF 

NDEPENDENCE b u t  a l s o  th e  t w o  ( 2 ! )  p r o v i s i o n s  in o u r  C O N ST IT U T IO N  t h a t  p r o h i b i t  e x  

p o s t  f a c t o  l a w s  a n d  a n y  a c t  th a t  r e a c h e s  b a c k w a r d  in  t i m e  a n d  i m p o s e s  a  l i a b i l i t y  fo r  

e v e n t s  t h a t  a l r e a d y  h a v e  h a p p e n e d :  U .S .  C o n s t i t u t i o n ,  .Art. I, § 9 ,  ( “ N o  B i l l  o f

A t t a i n d e r  o r  e x  p o s t  f a c to  L a w  s h a l l  b e  p a s s e d ” ), a n d  A r t .  1, § 1 0  ( " N o  s t a t e  s h a l l  . . . p a s s  

m y  B il l  o f  A t t a i n d e r ,  e x  p o s t  f a c to  L a w ,  o r  L a w  i m p a i r i n g  t h e  O b l i g a t i o n  o f  C o n t r a c t " )  

( c a p i t a l i z a t i o n  a s  in  th e  o r ig in a l ) .

D i s c l a i m e r  o f  p e r s o n a l  i n t e r e s t  i n  t h e  p r o p o s e d  l e g i s l a t i o n :  1 d o  n o t  h a v e  a n y

f in a n c ia l  i n t e r e s t  in  S B  2 4 2  o r  in  a n y  o f  t h e  c o m p a n i e s  ( t a x  p a y e r s )  th a t  a r c  a f f e c t e d  b y  it.

I d o  n o t  h a v e  a n y  c l i e n t s ,  f r i e n d s ,  r e l a t i v e s  o r  f a m i l y  m e m b e r s  w h o  h a v e  a n y  in t e r e s t  in 

lis m a t t e r .  M y  r e a s o n  fo r  s u b m i t t i n g  m y  v i e w s  is  s i m p l y  a n d  s o l e l y  a  d e s i r e  to  p r o m o t e  

n r  g o v e r n m e n t  a n d  to  o p p o s e  r e t r o a c t i v e  l a w  m a k i n g .
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