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Dan E. Dickinson, CPA, CMA 

Dan E. Dickinson is a certified public accountant in private practice in Anchorage. He 
also holds the certified management accountant designation. 

He has been providing analysis to the legislature on various tax and oil and gas and issues 
since 2007, including during the 2007 special session that passed the "ACES" reforms. 

For much of2007 he staffed the Municipality of Anchorage's Property Tax Relief Task 
Force. He also served on the Municipality's Budget Advisory Commission from 2007 
through 2009. 

In 2006 he worked for the Murkowski' administration during the many attempts -­
including special sessions -- which final resulted in a net profits tax or "PPT" replacing 
Alaska's gross production tax based on the economic limit factor (ELF). 

From 1999 through 2006 Dan worked in the Alaska Department of Revenue (ADOR). He 
was first appointed director of Oil and Gas Audit by Governor Knowles, and then 
director of Tax. He continued as director of Tax in the Murkowski administration, and in 
that role he signed the controversial 2005 "ELF aggregation order" for Prudhoe Bay. 
During his last year with the ADOR, a position was created to he could focus on state 
efforts to monetize North Slope gas through a Stranded Gas Development Act contract. 
That effort did not meet with success . 

In the eighties and nineties he was involved as a consultant and expert witness in a 
number of oil and gas royalty and tax cases both outside and here in Alaska. A 29-year 
resident of Anchorage, Dan was a presenter at the Conference of Alaskans convened by 
Gov. Murkowski in Fairbanks in 2004. He has served on the boards of several not-for 
profits as treasurer. He holds a BA in lunar geology from Brown University. 

February 2010 
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David Wood - Biography 

Dr. David Wood has more than 30 years of international oil and gas experience spanning 
commercial, fiscal and technical functions within the exploration and production sector, 
holding senior corporate, strategic and operational management positions. 

His industry experience includes working with government agencies, national oil companies, 
major and independent oil and gas operators in most continents, including long-term 
postings in the Middle East and South America. This has provided him with a broad insight 
to commercial and technical issues along international oil, gas and energy supply chains. 

David now works as an independent international consultant and expert witness. He has 
published an extensive body of work on energy related topics including: performance 
modelling of fiscal terms, economic analysis, enterprise risk and portfolio simulation, LNG, 
GTL and gas supply, deepwater exploration and production techniques, corporate 
performance, portfolio and strategy management, mergers and acquisitions, negotiations & 
project management. He is actively involved in energy consulting, professional training, 
research and development programmes. He is a member of the Energy Institute (UK) and 
the Petroleum Exploration Society of Great Britain and associate editor of the Journal of 
Natural Gas Science & Engineering . 
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LEGAL SERVICES 
DIVISION OF LEGAL AND RESEARCH SERVICES 

LEGISLATIVE AFFAIRS AGENCY 
(907) 465-3867 or 465-2450 
FAX (907) 465-2029 

STATE OF ALASKA State Capitol 
Juneau, Alaska 99801-1182 

Deliveries to: 129 6th St., Rm. 329 Mail Stop 3101 

MEMORANDUM February 22, 2010 

SUBJECT: Gas production tax limitation in AS 43.90.320 
(Work Order No. 26-LSI526) 

TO: Senator Tom Wagoner 

FROM: Donald M. Bullock Jr. 
Legislative Counsel 

You asked to what extent is the state bound by the tax exemption in AS 43.90.320.' The 
exemption in that section is offered to producers that commit to acquire firm 
transportation capacity in the first binding open season of the gas pipeline project license 
under AS 43.90 (Alaska Gasline Inducement Act, "AGIA"). 

The exemption in AS 43.90.320 is statutory and not contractual. Under article IX, sec. I 
of the Alaska constitution, the state may not contract away its taxing authority except as 
otherwise provided in article IX. Article IX, sec. 4 authorizes the legislature to grant 
exemptions from tax "by law." The tax exemption in AS 43.90.320 is granted by law, but 
as a law, is subject to amendment or repeal by the legislature.' 

, The amount of the exemption is described in AS 43.90.320(a), which reads as follows: 

(a) If a person qualified for a resource inducement under 
AS 43.90.300 agrees under (c) of this section, the person is entitled to an 
annual exemption from the state's gas production tax in an amount equal 
to the difference between the amount of the person's gas production tax 
obligation calculated under the gas production tax in effect during that tax 
year and the amount of the person's gas production tax obligation 
calculated under the gas production tax in effect at the start of the first 
binding open season held under this chapter. If the difference is less than 
zero, the gas production tax exemption is zero. 

(Emphasis added.) 

, As you are aware, the legislature has faced the issue of whether a contractual limitation 
on oil and gas production taxes is permissible under the state constitution. If such a 
contract were allowed under article IX, the legislature could not pass a law that impaired 
the obligations of that contract because of the prohibition in article I, sec. IS. In 
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While a person offered the exemption may reasonably expect that the legislature would 
allow the exemption to continue during the specific 10-year period described in 
AS 43.90.320(b), the continuation of the exemption is subject to legislative discretion. A 
similar statutory tax incentive was offered in AS 43.55.01 I (b) (repealed, sec. 34, ch. 2, 
TSSLA 2006), in which new oil production was taxed at the rate of 12.25 percent of the 
gross value at the point of production for the first five years, and IS percent thereafter. 
That tax incentive was in place from its enactment in 1981 until its repeal in 2006. 

Although the exemption in AS 43.90.320 is offered to producers, a change in the law that 
reduces the value of the inducement may affect the license agreement with the AGIA 
licensee. The state and the AGIA licensee have a contract under which, in return for 
commitments and costs incurred by the licensee to develop the pipeline project, the state 
shares the costs and offers the services of the Alaska Gasline Inducement. Act 
coordinator.3 The royalty and tax exemption inducements are offered as incentives to 
commit to acquire firm transportation capacity in the pipeline project. If the legislature 
removes or reduces the inducements and the first binding open season fails to produce 
sufficient commitments for the project to move forward, the licensee may claim the state 
reduced the value of its exclusive license, contrary to article I, sec. IS of the state 
constitution. 

As a practical matter, the licensee's open season is expected to begin May I, 20 I 0, and 
the inducements are only offered during this first open season. If no finn commitments 
are received, the inducements expire. If finn commitments are received, the inducements 
take effect for the I O-year period described in AS 43.90.320(b), unless amended by law. 

If I may be of further assistance, please advise. 

DMB:ljw 
1O-1l8.ljw 

AS 43.90.320, the state offers an exemption in the amount of any increase ill gas 
production tax liability during the designated period. 
3 AS 43.90.110(a). 
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Information provided by the Department of Labor & Workforce 
Development as follow-up to the Feb 16th presentation by Jeff 
Hadland on Alaska's oil industry employment, unemployment and 
resident hire. 
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DEPARTMENT OF LABOR AND WORKFORCE 
DEVELOPMENT 

OFFICE OF THE COMMISSIONER 

February 18, 2010 

The Honorable Lyman Hoffman 
The Honorable Bert Stedman 
Co-Chairs Senate Finance 
State Capital Building 
Juneau, AK 99801-1182 

Dear Senators Hoffman and Stedman, 

Sean Parnell, Governor 

P. O. Box 111149 

Juneau,AK 99811-1149 

PHONE: (907) 465-2700 

Thank you for the opportunity for our department to testify before your committee on February 16, 
2010, regarding oil industry employment, unemployment and resident hire. You requested we 
provide you with supporting data and supplemental information to our presentation to further 
clarify oil industry employment in Alaska. The information you requested is attached and includes: 

Attachment A -1: Chart showing Alaska Oil, Other Private Sector and Government Employment 
Average Annual Wage and Salary Employment 1980-2010. 

Attachment A-2: Data table providing supporting data for chart Alaska Oil, Other Private Sector 
and Government Employment Average Annual Wage and Salary Employment 1980-2010. 

Attachment B-1: Chart showing Resident, Nonresident and Percent Nonresident Workers in Alaska 
Oil and Gas Industry 1988-2008. 

Attachment B-2: Data table providing supporting data for chart showing Resident, Nonresident and 
Percent Nonresident Workers in Alaska Oil and Gas Industry 1988-2008. 

Attachment C-l: Chart showing Total Workers by Quarter-Alaska Oil Industry 2003Ql thru 
2009Q3. 

Attachment C-2: Data table providing supporting data for chart showing Total Workers by Quarter­
Alaska Oil Industry 2003Ql thru 2009Q3. Additional private sector and government worker counts 
are also provided. 

Attachment D-l: Chart Comparing US and Alaska Monthly Oil Industry Employment January 2000 
thru December 2009. 

Attachment D-2: Data table providing supporting data for chart Comparing US and Alaska Monthly 
Oil Industry Employment January 2000 thru December 2009. 
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The Honorable Lyman Hoffman 
The Honorable Bert Stedman 
February 18,2010 
Page 2 

Attachment D-3: Correlation analysis of Alaska oil industry employment with US oil industry 
employment. 

Attachment E-l: Alaska Oil Industry Percent Nonresident Workers 1993-2008. This chart was 
revised to be more easily reproduced in gray scale. 

Attachment E-2: Suppotting data for chart Alaska Oil Industry Percent Nonresident Workers 1993-
2008. Additional information showing resident hire data for all private sector and all industries is 
also provided. 

Attachment F-l: Data tables showing Alaska Oil Industry Percent Nonresident Workers by 
Employer 2008. 

Attachment G-l: Data table providing Alaska Unemployment Insurance Claimants 2009 for all 
residents, nonresident, inter-state claimants and instate claimants, oil industry and all industries. 

If you need further assistance, please contact Paula Scavera, Legislative Liaison at 465-2700. 

Sincerely, 

C.f#-6~ 
Clark Bishop 
Commissioner 
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Attach ment A-2 

• Alaska Oil And Gas Employment Average Annual Employment 1 

Oil and Gas Total Private Sector 
Total Employment Year 

Employment Employment 

1980 6,200 116,100 169,400 

1981 8,100 129,900 186,100 

1982 8,100 141,900 200,400 

1983 7,400 151,600 214,300 

1984 8,000 159,200 225,700 

1985 8,900 162,400 230,700 

1986 8,500 152,700 220,700 

1987 8,100 144,300 210,100 

1988 8,600 147,200 213,700 

1989 9,200 158,300 227,000 

1990 10,300 167,000 238,000 

1991 10,800 171,000 242,700 

1992 9,200 173,800 247,100 

1993 9,200 178,200 252,800 

1994 9,500 185,400 259,300 

- 1995 8,900 189,200 261,900 

1996 8,500 190,500 263,500 

1997 8,400 195,500 268,700 

1998 9,300 201,300 274,900 

1999 7,900 204,100 277,800 

2000 8,800 209,300 283,800 

2001 9,500 210,500 289,300 

2002 8,900 214,400 295,000 

2003 8,100 217,800 299,400 

2004 8,200 223,000 304,300 

2005 8,700 228,600 309,800 

2006 10,100 233,500 315,000 

2007 11,500 236,200 317,900 

2008 12,900 239,500 322,400 

2009' 13,000 236,200 320,000 
2010** 12,700 234,000 318,600 

* Preliminary 

** Forecast 

1 Nonagricultural wage and salary data, excludes the self-employed 

Source: Alaska Department of labor and Workforce Development, Research and Analysis Section, February 18, 2010 . 
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Attachment (-2 

Alaska Total Workers Employed At Any Time During the Quarter 

Total, Private Sector, Government and Oil Industry 

Alaska 2002Q1 Through 2009Q3 

(Excludes Federal Govt, Military and Self-Employed) 

Oil extraction Oil Support (NAICS 
Total Oil Total Private State Gov!. 

(NAICS 211) 213111 and 213112) 

3,195 8,483 11,678 241,357 23,430 
3,218 9,090 12,308 284,097 25,774 
3,173 8,166 11,339 298,508 26,169 
3,133 7,832 10,965 259,172 24,211 

3,017 7,520 10,537 242,747 23,995 
2,949 7,495 10,444 284,787 26,218 
3,009 7,542 10,551 302,155 26,215 
3,076 7,135 10,211 262,917 23,742 
2,945 7,236 10,181 244,343 23,278 
2,932 7,936 10,868 291,656 25,542 
2,972 7,703 10,675 309,914 25,736 
2,978 7,484 10,462 269,611 23,772 
3,039 7,108 10,147 248,614 23,567 
2,922 7,206 10,128 296,711 26,638 
2,953 7,546 10,499 316,186 26,070 
2,960 7,826 10,786 271,760 23,878 
3,013 8,716 11,729 256,917 23,760 
3,163 10,077 13,240 308,312 26,165 
3,270 10,021 13,291 321,152 27,628 
3,328 10,193 13,521 281,536 24,852 
3,438 10,348 13,786 262,758 24,476 
3,599 10,555 14,154 314,152 26,552 
3,674 10,630 14,304 324,970 26,615 
3,655 10,607 14,262 284,723 24,877 
3,705 10,407 14,112 266,679 24,539 
3,800 11,438 15,238 313,613 26,738 
3,890 11,798 15,688 327,818 29,259 
3,858 11,624 15,482 286,760 25,282 
3,824 11,957 15,781 263,263 24,820 
3,861 11,775 15,636 303,090 26,956 
3,820 10,752 14,572 313,077 27,184 

Local Gov!. Total 

44,129 308,916 

46,935 356,806 

45,016 369,693 

46,075 329,458 

45,137 311,879 

47,571 358,576 

44,834 373,204 

47,280 333,939 

45,668 313,289 

47,789 364,987 

45,469 381,119 

46,876 340,259 

45,142 317,323 

46,932 370,281 

45,184 387,440 

47,019 342,657 

45,810 326,487 

48,336 382,813 

46,738 395,518 

47,627 354,015 

46,011 333,245 

47,759 388,463 

46,072 397,657 

47,344 356,944 

45,981 337,199 

47,938 388,289 

46,923 404,000 

48,235 360,277 

46,468 334,551 

49,555 379,601 

47,654 387,915 

Note: This is not average monthly employment, but a total count of individuals employed during the quarter with each 
employer. May include duplicate workers if employed by more than one employer. 

Source: Alaska Department of Labor and Workforce Development, Research and Analysis Section, February 18, 2010 
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e Attachment D-2 

Alaska and US Monthly Oil Employment 

2000 thru 2009 

Alaska Oil US Oil Industry 

Month/Year Industry (In Thousands) 

Jan-OO 7,600 223.5 

Feb-OO 8,100 224.9 

Mar-OO 8,100 223.9 
Apr-OO 8,100 226.8 

May-OO 8,200 230.2 

Jun-OO 8,400 235.5 

Jul-OO 8,900 236.2 
Aug-OO 9,200 236.6 

Sep-OO 10,000 237.9 

Oct-OO 9,100 240.7 

Nov-OO 9,100 238.0 
Dec-OO 9,500 238.7 

Jan-Ol 9,000 239.1 
Feb-Ol 9,700 239.3 

Mar-Ol 9,600 241.6 --. Apr-Ol 9,600 242.9 

May-Ol 9,800 246.0 

Jun-Ol 9,800 251.3 

Jul-01 9,600 252.1 

Aug-01 9,500 252.5 

Sep-01 9,500 250.8 

Oct-01 9,500 249.1 

Nov-01 9,200 248.4 

Dec-01 9,000 248.3 
Jan-02 9,500 249.0 

Feb-02 9,100 247.3 

Mar-02 9,100 244.9 

Apr-02 9,200 243.9 

May-02 8,800 243.9 

Jun-02 8,800 245.1 

Jul-02 9,200 243.6 

Aug-02 9,100 245.4 

Sep-02 8,900 242.3 

Oct-02 8,800 243.7 
Nov-02 8,600 242.2 

Dec-02 8,500 242.4 

• Jan-03 8,300 239.3 
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Attachment D-2 

• Alaska and US Monthly Oil Employment 

2000 thru 2009 

Alaska Oil US Oil Industry 

Month/Year Industry (In Thousands) 

Feb-03 8,400 239.5 

Mar-03 8,400 237.8 

Apr-03 8,100 236.7 
May-03 8,200 239.6 

Jun-03 7,900 243.1 

Jul-03 8,000 242.1 
Aug-03 8,100 243.7 
Sep-03 8,000 243.3 
Oct-03 8,000 244.3 

Nov-03 7,900 243.5 
Dec-03 7,900 243.9 
Jan-04 7,900 242.6 

Feb-04 8,100 243.7 

Mar-04 8,100 245.5 

Apr-04 8,300 247.3 
May-04 8,300 251.3 

--~ Jun-04 8,300 254.7 
Jul-04 8,400 254.8 

Aug-04 8,500 257.5 

Sep-04 8,300 258.6 

Oct-04 8,200 258.2 

Nov-04 8,100 258.0 
Dec-04 8,200 260.6 

Jan-OS 8,400 258.2 
Feb-OS 8,500 258.4 
Mar-OS 8,500 262.6 

Apr-OS 8,400 264.3 

May-OS 8,400 265.7 

Jun-05 8,500 269.9 
Jul-05 8,800 270.7 

Aug-OS 8,900 273.1 

Sep-05 8,900 276.8 

Oct-OS 9,000 278.4 

Nov-OS 9,200 281.1 
Dec-OS 9,300 283.2 
Jan-06 9,200 282.8 
Feb-06 9,400 287.0 • Mar-06 9,400 292.7 
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Attachment D-2 

• Alaska and US Monthly Oil Employment 
2000 thru 2009 

Alaska Oil US Oil Industry 
Month/Year Industry (In Thousands) 

Apr-06 9,800 298.5 
May-06 10,100 300.4 
Jun-06 10,300 306.6 
Jul-06 10,300 309.0 

Aug-06 10,500 313.9 
Sep-06 10,500 315.1 
Oct-06 10,600 319.6 
Nov-06 10,600 322.4 
Dec-06 10,700 322.8 
Jan-07 10,900 321.9 
Feb-07 11,100 326.3 
Mar-07 11,100 331.9 
Apr-07 11,300 334.S 

May-07 11,200 337.5 
Jun-07 11,500 342.1 
Jul-07 11,600 344.1 •• Aug-07 11,800 346.1 

Sep-07 11,800 345.5 
Oct-07 11,900 348.8 
Nov-07 11,700 350.7 
Dec-07 12,000 355.4 
Jan-08 12,100 358.0 
Feb-08 12,300 361.9 
Mar-08 12,400 369.9 
Apr-08 12,400 367.5 

May-OS 12,500 371.8 
Jun-08 12,800 381.4 
Jul-08 13,000 384.5 

Aug-08 13,200 391.5 
Sep-08 13,300 393.0 
Oct-08 13,200 389.4 
Nov-08 13,100 389.0 
Dec-08 13,100 387.9 
Jan-09 13,100 383.5 
Feb-09 13,000 378.7 
Mar-09 13,000 370.5 
Apr-09 13,100 360.8 • May-09 13,000 356.1 
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Attachment D-2 
Alaska and US Monthly Oil Employment 

2000 thru 2009 

Alaska Oil US Oil Industry 

Month/Year Industry (In Thousands) 
Jun-09 13,200 356.8 
Jul-09 13,400 355.8 

Aug-09 13,200 348.3 
Sep-09 12,900 347.6 
Oct-09 12,800 344.6 
Nov-09 12,800 346.0 
Dec-09 12,900 347.1 

Source: Alaska Department of Labor and Workforce Development, Research and Analysis Section, 
February 18, 2010. 
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Attachment D·3 

Alaska and US Oil Industry Employment Correlation Analysis 

A Pearson correlation coefficient was calculated to determine the degree of correlation between Alaska. 

and US oil and gas employment 2000 thru 2009. The correlation coefficient was calculated at 0.937. This 

indicates that Alaska and US oil and gas employment are very highly linearly dependent over time. 

• 
J 

o 

200000,00 

o 
o 00 .eo 

This scatterplot visually displays the high 

degree of linear dependence between 

Alaska and US oil and gas employment . 

Source: Alaska Department of Labor and Workforce Development, Research and Analysis Section, 
February 18, 2010 . 
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Attachment F-1 

• Alaska Oil Industry 
Percent Nonresident Workers by Employer 

2008 

Total Worker Percent 
Eml!lo~er Name Indust!X INAICS 3) Cate!!o!X Nonresident 
Amoco Production Company Oil and Gas Extraction 100 to 249 81.7 
Anadarko Petroleum Corporation Oil and Gas Extraction Ot049 0.0 
BP Exploration Alaska Inc Oil and Gas Extraction 2,000 to 2,249 27.7 
Chevron USA Inc. Oil and Gas Extraction 250 to 499 10.6 
ConocoPhillips Company Oil and Gas Extraction 1,250 to 1,499 20.7 
Exxon Mobil Corporation Oil and Gas Extraction Ot049 40.0 
FEX Gp Inc. Oil and Gas Extraction Ot049 50.0 
Forest Oil Corporation Oil and Gas Extraction Ot049 4.5 
Forest Oil Corporation Oil and Gas Extraction Ot049 0.0 
Pacific Energy Resources Ltd Oil and Gas Extraction Ot049 0.0 
Pioneer Natural Resources USA Inc. Oil and Gas Extraction Ot049 12.8 
Renaissance Alaska LLC Oil and Gas Extraction Ot049 100.0 
XTO Energy Inc. Oil and Gas Extraction Ot049 0.0 
Amoco Corporation Support Activities for Mining 50 to 99 37.7 
Arctic Pipe Inspection Inc. Support Activities for Mining Ot049 6.9 
ASRC Energy Services O&M Inc. Support Activities for Mining 3,000 to 3,249 24.1 
ASRC Energy Services Response LLC Support Activities for Mining Ot049 0.0 
ASRC Energy Svcs-Houston Contracting Co. Support Activities for Mining 250 to 499 14.6 
Aurora Gas LLC Support Activities for Mining Ot049 11.1 
Aurora Well Service LLC Support Activities for Mining Ot049 22.2 

--' Baker Hughes Oilfield Operations Inc. Support Activities for Mining 100 to 249 54.1 
BJ Services Company Usa Support Activities for Mining 50 to 99 21.1 
Brooks Range Petroleum Corporation Support Activities for Mining Ot049 0.0 
Chevron Pipeline Company Support Activities for Mining Ot049 21.7 
Colville Inc. Support Activities for Mining 100 to 249 24.1 
Cooper Cameron Corporation Support Activities for Mining o to 49 12.0 
Dosecc Exploration Services LLC Support Activities for Mining o to 49 0.0 
Doyon Drilling Inc. Support Activities for Mining 250 to 499 21.3 
Enerflex Systems Inc. Support Activities for Mining o to 49 0.0 
ENI US Operating Co. Inc. Support Activities for Mining o to 49 53.3 
Expro Americas LP Support Activities for Mining o t049 21.9 
Exxon Mobil Development Company Support Activities for Mining o to 49 100.0 
Fairweather E&P Services Inc. Support Activities for Mining 100 to 249 33.8 
Flowline Alaska Inc. Support Activities for Mining 100 to 249 5.1 
FMC Technologies Inc. Support Activities for Mining o to 49 0.0 
Frontier Drilling USA Inc. Support Activities for Mining Oto 49 0.0 
Frontier Exploration LLC Support Activities for Mining o to 49 40.0 
G B R Equipment Inc. Support Activities for Mining 50 to 99 44.6 
Geo-Pilots Inc. Support Activities for Mining Ot049 100.0 
Halliburton Energy Serv Inc. Support Activities for Mining 250 to 499 32.3 
Inlet Drilling AK Inc. Support Activtties for Mining 50 to 99 16.9 
Kakivik Asset Management LLC Support Activities for Mining 100 to 249 31.6 
Kuukpik Drilling LLC Support Activtties for Mining 50 to 99 12.2 
Landmark Graphics Corporation Support Activities for Mining Ot049 0.0 
Little Red Services Inc. Support Activities for Mining 100 to 249 35.0 
Marathon Oil Co. Support Activities for Mining 50 to 99 9.4 

• Mckinley Service & Equipment Support Activities for Mining 50 to 99 32.2 
M-I LlC Support Activities for Mining 100 to 249 17.3 
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Attachment F-1 
Alaska Oil Industry 

Percent Nonresident Workers by Employer 
2008 

Total Worker 
Em[!lo)!er Name Indust!)! (NAICS 3) Catego!)! 
Norcon Inc_ Support Activities for Mining 750 to 999 
Nordic Well Servicing Inc_ Support Activities for Mining Ot049 
Nordic-Calista Services No.1 Support Activities for Mining 100 to 249 
Peak Oilfield Svc Co. Support Activities for Mining 1,000 to 1,249 
Pollard Wireline Inc. Support Activities for Mining 50 to 99 
Precision Energy Services Inc. Support Activities for Mining Ot049 
Proactive Diagnostic Svcs Inc. Support Activities for Mining Ot049 
Production Testing Services Inc. Support Activities for Mining Ot049 
Remote Access Tech Intn'L Inc. Support Activities for Mining Ot049 
Rowan Drilling US Support Activities for Mining Ot049 
S&S Drilling Support Activities for Mining Ot049 
Schlumberger Technology Corp. Support Activities for Mining 500 to 749 
Seischk Inc. Support Activities for Mining Ot049 
Shell Exploration & Production Support Activities for Mining Ot049 
Shell Oil Company Support Activities for Mining Ot049 
Stallion Rockies Ltd Support Activities for Mining Ot049 
Three Mile Creek Services Inc. Support Activities for Mining o to 49 
Total Safety US Inc. Support Activities for Mining Ot049 
Tubular Solutions Alaska LLC Support Activities for Mining Ot049 
Udelhoven Oilfield System Svc. Support Activities for Mining 750 to 999 
VECO Alaska Inc. Support Activities for Mining 3,250 to 3,499 
Veritas Dgc Land Inc. Support Activities for Mining 250 to 499 
Weatherford Artif Lift Systems Support Activities for Mining Ot049 
Well Site Services Inc. Support Activities for Mining Ot049 
Worldwide Oilfield Consultants Support Activities for Mining Ot049 

AS 23.20.110 allows for the release of information showing the number of resident and nonresident workers by firm for 
those Alaska employers VlIho had 20 or more workers during the year. Due to confidentiality restrictions regarding the 
release of individual company employment data, each company's employment is expressed as a range as opposed to the 
exact number of employees. In addition, the percentage of total employees that were nonresidents is provided rather than 
the actual number of nonresident employees. 

Residency is calculated by matching workers reported by Alaska employers INith the two most recent Permanent Fund 
Dividend files (2008 and 2009). Workers shown include alt workers employed at any time during the year with that 
employer. If a worker applied for a Permanent Fund Dividend in 2008 or 2009 , they are considered residents for purposes 
of this report. For complete methodological information, please see "Nonresidents Working in Alaska - 2008," available 
from the Alaska Department of Labor and Workforce Development. Research and Analysis Section at 
http://146. 63. 7 5. 50fresearchlreshi refnonres .pdf. 

Source: Alaska Dept. of Labor and Workforce Development, Research and Analysis Section, February 18, 2010 . 

Percent 
Nonresident 

23.2 
20.0 
24.1 
26.8 
12.0 
0.0 
0.0 

44.1 
40.0 

100.0 
0_0 

30.5 
0.0 

28.9 
20.0 
34.8 
4.0 
4.8 
6.3 

30.5 
35.5 
47.8 
16.7 
25.0 
66.7 
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Attachment G-1 

Alaska Unemployment Insurance Claimants 2009 

Nonresident Resident Total 

Total Alaska Oil 
575 2,269 2,844 

Industry Claimants 
In-State Claimants 164 2,167 2,331 

Inter-State Claimants 411 102 513 

Total Alaska Claimants 10,489 53,141 63,630 

In-State Claimants 3,336 49,035 52,371 
Inter-State Claimants 7,153 4,106 11,259 

Note: Residency determined by match with 2008 and 2009 PFD file. Applicants for a 2008 or 2009 

PFD are considered residents for purposes of this table. 

Oil Industry UI Claimants are defined as a count of individuals that formerly worked for employers in 
NAICS 211, 213111 and 213112 and who collected at least one week of Unemployment Insurance 

during 2009. This includes both In-state as well as Inter-state claimants, and no individual is counted 

twice within one year. All Industries totals may not equal the sum of individual industries as 

unclassified claimants are not included in the industry breakouts. 

Source: Alaska Dept. of Labor and Workforce Development, Research and Analysis 
Section, February 18, 2010 . 



• Information provided by the Tax Division, Department of Revenue as 
follow-up to the Feb 16th presentation by Jennifer Duval and Frank Molli 
on Alaska's Oil & Gas Production Forecast. Copies of the attachment will 
also be added to your Oil & Tax Production Tax Review binders. 

The follow-up information the committee asked the division to provide 
was: 

• Slide #12 & #32 - Please provide a list of the development prospects 

that have been excluded from your forecast. 

• Slide #13 - Please narrow your ANS production graph ("onion 

chart") to cover the 15 year timeframe from 2000 to 2015. Provide a 

table of the underlying numbers supporting this time frame - annual 

production by field 

• Legacy Field Contribution - Please provide a pie-chart that shows 

• total oil production from currendy producing projects broken out 

into 4 slices - Prudhoe, Kuparuk, Alpine and everything else. Provide 

separate charts for three years - 2000, 2010 and 2015 - so that we can 

see how the production shares have charged (or are projected to 

change) over the 15 year period (2000-2015). Please annotate each 

slice with total barrels produced (and what % each slice represents of 

the whole). 

• 
2147 

• Heavy Oil- Please provide a link to the 2008 Department of Energy 

report you referenced in your testimony that estimated Alaska's heavy 

oil deposits at 25-30 billion barrels with a current estimate recovery 

rate of 2-15%. The original report is not attached, but is available 

http:// www.ned.doe.gov/publications/press/2008 / 08002-

DOE_Releases_Alaska_Report.html. 

~ ~-- ~-------
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Fall 2009 DDR Production Forecast 

Excluded North Slope Resources 

ANWR 

Badami restart 

Beaufort Sea DCS 
Beechy Point Unit 

Chukchi Sea DCS 
Dewline Unit 

Ugnu 

Umiat 

96% of heavy oil from West Sak 
87% of heavy oil from Schrader Bluff 

NPR-A EXCEPT Rendezvous, Spark, Lookout, Moose's Tooth 

Other Non-North Slope Resources Excluded 
Cosmopolitan (Cook Inlet) 

Kitchen Lights (Cook Inlet) 
Sunrise (Cook Inlet) 
Shadura (Cook Inlet) 

Foothills region (south of North Slope) 

Nenana Basin 
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Production, Million Barrels per Day 

• FY 2000 actual, Fall 2009 forecast for FY 2010 and FY 2015 
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FY 2000 2010 2015 

Prudhoe Bay IPA 0.571 0.280 0.231 

Kuparuk PA 0.211 0.099 0.077 

Alpine 0.000 0.057 0.046 

All others 0.251 0.222 0.269 

TOTAL 1.033 0.659 0.623 

FY 2000 Production breakdown 
Million barrels per day 

• Prudhoe Bay IPA 
Alpine 

0.000 
0% 

• Kuparuk PA 

.Alpine 

Alpine 
0.057 

9% 

• All others 

FY 2010 Forecasted Production Breakdown 
Million barrels per day 

Kuparuk PA 

0.099 
15% 

• Prudhoe Bay IPA 

• Kuparuk PA 

.Alpine 

• All others 



Production, Million Barrels per Day 

• FY 2000 actual, Fall 2009 forecast for FY 2010 and FY 2015 

Prudhoe Bay IPA 

Kuparuk PA 

Alpine 

All others 
TOTAL 

----

• 
2152 

FY 2000 2010 2015 
0.291 0.198 0.161 

0.106 0.062 0.046 
0.063 0.029 0.017 
0.232 0.235 0.302 
0.693 0.524 0.526 

FY 2015 Forecasted Production Breakdown 
Million barrels per day 

8% 

~ __ •. ,uparuk PA 

0.077 
12% 

• Prudhoe Bay IPA 

• Kuparuk PA 

.Alpine 

• All others 
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Additional information provided by the Department of Revenue 
on O&G Production Tax Credits. This issue was discussed in 
committee on Feb 18th

. 
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We project that approximately $340 million in credits would be taken directly against tax 
liabilities in FY 2010 and that credit offsets would raise to $390 million in FY 2011. We 
make the distinction between credit offsets and credit certificates only because their 
impact on state revenues is slightly different. Tax offsets directly reduce the amount of 
revenue received in the first instance by the state, while credit certificates, when 
subsequently purchased by the state require the state to allocate general funds for such 
purchases as part of the budget process. It is important to note that these projections, 
just like other oil and gas revenue projections are based on assumptions relating to oil 
prices, investment decisions, and availability of equipment and manpower to complete 
projects. As economic conditions change, companies continually modify their 
investment plans. Thus, as with every revenue projection related to oil and gas 
development, one should avoid assigning an undue amount of certainty to these 
forecasted numbers. 

There are over 20 companies currently funding the development of oil and gas 
prospects in the state. These prospects mayor may not lie within established unit 
boundaries, and they mayor may not qualify for exploration incentive credits. One of 
the developments, the Oooguruk field, is now in production and another, the Nikaitchuq 
field, is in active development. As these and other fields come online, it becomes more 
difficult to project whether credits will be applied against a tax liability, or whether credit 
certificates will be sought. 

Timing of State Payment for Tax Credits 

As discussed earlier, AS 43.55.028 authorizes the state to purchase production tax 
credit certificates directly from companies that have earned them from oil and gas 
expenditures in the state. Subsections .028(e)(1) through (7) layout additional 
requirements a company must meet in order to receive a payment from the state for 
these certificates. Among the requirements listed is a provision that companies seeking 
these payments spend, within 24 months of the application period, an amount equal to 
or exceeding the value of the payment sought. This and other requirements that must 
be satisfied prior to the payment for credit certificates impact the timing of the state's 
payment for those certificates. 

Conclusions 

As of February 20,2010, the Oil and Gas Tax Credit Fund has a balance of $90 million. 
This represents appropriations for FY 2007, 2008, 2009 and 2010. The dollar value of 
requests received for tax credit certificates to date is $1.018 billion. Of this amount, 
approximately $226 million are outstanding and potentially subject to state purchase. 
Applications representing an estimated $148 million in tax credits are pending, but these 
will likely not be issued until FY 2011. For FY 2011 , we estimate that an additional $200 
million in tax credits will be earned, and available for state purchase. These three 

Department of Revenue, Tax Division 
February 22,2010 
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estimates total $574 million in potential credits earned and available for state purchase 
through the end of FY 2011. We are not able to make any projections at this time as to 
when the state purchases of credits will occur, but based on history, it is likely that the 
timing of some of the credit purchases will be FY 2011 and beyond. Subject to audit, 
the information received on the annual tax filings through FY09, indicates that there is a 
balance of $203 million in tax credits available to be applied against future tax liabilities. 

Note about this report: This report was prepared using incomplete data from several 
different sources specifically for this request. The DOR does not currently have a 
means to capture all the relevant historical and forecast credit data in a central 
database available to all groups that rely upon that data. Accordingly, any users of this 
information should be cautioned that this forecast is subject to change as data becomes 
available. 

Department of Revenue, Tax Division 
February 22, 2010 



State of Alaska 

Department of Revenue 

Credits Purchased by State 

, 
(Sm) ~ MI Ih 61\ 

Fiscal Year 

2007 

2008 

2009 

2010 

By Fund 

General fund 

2007 

2008 

Amount 

54.6 

54.1 

193.1 

98.4 

400.3 

54.6 

25.0 

79.6 

• Fund 11189 Oil and Gas tax Credit fund 

Total 

• 
2156 

2008 

2009 

2010 

29.1 

193.1 

98.4 

320.7 

400.3 



State of Alaska 

Oepa rtment of Revenue 

Tax Credits applied to Taxes by tax year (calendar year) 

($m) 

Type 2006 2007 2008 Totals 

.023(a) 195 194 243 632 

.023(i) 98 145 0 243 

.024 27 38 21 86 

.025 2 92 17 111 

322 469 281 1072 

Source: Tax filings 

2009 tax filings true up due in March 

• 
_0 

• 
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Additional information provided by LB&A consultant Dr. David 
Wood in response to questions raised in committee on Feb 25th 

. 
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To: Senate Finance Committee 

Attn: Senator Bert Stedman 

Co-Chair, Senate Finance Committee 

From: David Wood 

Date: 25 February, 2010 

Re: Answer to Question & Request Raised by Senator Thomas during My 

Testimony Given Today (25 February 2010) 

The very pertinent and perceptive question asked earlier today by Senator Thomas sought 

information with respect to how might the gas dilution / cross subsidy effect identified in 

Alaska's current production tax rules have impacted the production taxes actually paid in recent 

periods had a gas line had been in operation at the time? 

In order to provide an indicative answer to this question I have taken the data for price, volume 

and costs (excluding Cook Inlet Gas) for fiscal year 2008 (i.e. July 2007 to June 2008), which is 

available from the Alaska Department of Revenue (DOR), Fall 2008 Revenues Sources Book 

(RSB), (Dec 2008). That period is selected because of the wide range of oil prices that prevailed 

and the fact that the ACES rules were in place. The three tables attached to this document 

provide the necessary data and calculations to establish the impact. 

Table 1 calculates the production tax for oil based on actual data showing the components of 

that calculation. As no gas is exported the calculations are based upon oil barrels only. This 

results in total production tax of $ 7.482 billion which is reduced by investment credits of 

$411.5 million to $ 7.071 billion. The calculation shown essentially reproduces the figures from 

the RSB. 

Table 2 assumes a 4.5 bcf/day gas line and calculates production tax for this hypothetical gas 

stream on a stand-alone basis (i.e. not combined with oil). The calculation uses the u.S. 

wellhead natural gas prices from the EIA's records for the months in question. There would be 

some small differentials between these prices and AECO prices in Alberta, but I believe they are 

close enough for the purpose. I have also assumed gas transportation costs of $4.5/mcf 

($27/boe) and field costs (capital costs plus operating costs) of $400 million ($1.46/ boe) which 

are those used by Commissioner Galvin in the examples he provided from the DOR in his 
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testimony of 24 February 2010. This data computes a total production tax of $ 1.140 billion to 

which no investment credits are applied. 

By adding the computed production taxes in tables 1 and 2 the stand-alone oil and gas 

production tax for this FY 2008 (assuming 4.5 bcf jday) would be $8.622 billion (reduced to 

$8.211 billion by the deduction of $411.5 million investment credits). 

Table 3 calculates the production tax by combining the revenue cost and volume streams from 

table 2 to provide a combined oil and gas production tax calculation of $6.795 billion (reduced 

to $6.383 billion by the deduction of $411.5 million investment credits). 

For this period the loss to the State in production tax revenue caused by the cross subsidy 

effect of combining oil and gas in the production tax calculation would have amounted to: 

$6.795 billion less $8.622 billion = -$1.827 billion. 

This calculation is in line with the figures of potential loss in fiscal revenue discussed during the 

testimonies. 

Sincerely, 

David Wood 

dw@dwasolutions.com 
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Additional follow-up information provided by Wendy King in 
response to questions raised during ConocoPhillips testimony 
before the committee on Feb 23rd

, 
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...., 
ConocoPhillips 

Alaska, Inc. 

March 8, 20 I 0 

The Honorable Bel1 Stedman 
State Senate 
Alaska State Capitol, Room 516 
Juneau, Alaska 99801-1182 

Dear Senator Stedman: 

RECEIVED 

MAR - 8 1010 

Wendy D. King 
VieD Presldont, External Affairs 

700 G Streel. ATa (9950 I) 
P. O. Box 100360 
Anchorage. AK 9951Q..0360 
Phone (907) 265-6026 
Fax (916) 662·6060 

Thank you for the 0ppOl1unity to present to the Senate Finance Committee on 
February 23, 2010. regarding the State of Alaska's oil tax structure. 

Questions raised during the committee discussion are answered below with 
additional details provided in the referenced attachments. 

Ouestion I: Does slide number 5, "NOI1h Slope Remaining Barrels," include 
heavy oil? 

Response: Yes, the slide is the sum of the ANS production forecast from the 
Department of Revenue's (DOR) fall 2008 forecast for the years 
2010-2050. DOR included production from the West Sak heavy oil 
reservoir in this forecast. Please see Attachment 1. 

Ouestion 2: Can you provide the inflation factors used to normalize North Slope 
expenditures on slide number 8? 

Response: Cambridge Energy Resources Associates' (CERA) inflation factors 
were used to normalize the hyperinflation experienced by the oil 
industry in concurrence with oil price changes. These are the same 
inflation factors used by the Department of Revenue (DOR) in their 
presentation to the Senate Resources Committee on February 4, 20 I O. 
The DOR presentation and the table of intlMion factors IIsed by 
ConocoPhillips to adjust expenditures on slide number 8 arc shown 
on Attachments 2 through 4 . 
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The Honorable Bert Stedman 
Page 2 

March 8, 2010 

Question 3: For slide number 9, "Extending Core Field Lives," show capital split 
between maintenance/repair/replace and developmenL 

Response: Please see Attachment 5, a reformatted version of slide number 9 to a 
stacked bar chart that shows the increasing maintenance investment 
focused on extending the core fields' lives. This investment is 
represented by the increasing gray portion of the bars. The flat to 
decreasing red portion of the bars shows the investment in projects 
and drilling. 

The next chart, Attachment 6, presents a break down of the gross 
capital investment in the core North Slope fields. The red portion of 
the bars indicates that capital investment in drilling and new projects 
has declined in recent years. The gray portion shows that capital 
investment in core field maintenance, repair and replacement 
activities has increased. These maintenance capital investments are 
necessary to prolong the lives of and mitigate production decline rates 
of the core fields. 

Please don't hesitate to contact me if the Committee has further questions or requires 
additional information. 

Sincerely, 

t~Ak{1VI 
We~d~·rl. King 

Attachments 

cc: Brian Wenzel ConocoPhillips Alaska 
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