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SB 76 TUITION FOR CERTAIN CHILDREN

"An Act establishing a higher education savings program for eligible children who were placed in out-of-home 
care by the state; and providing for confidentiality of identifying information of a beneficiary under the 
program."
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FISCAL NOTE
STATE OF ALASKA
2007 LEGISLATIVE SESSION

Revision Date/T ime (Note if correction): 
Title Tuition for Certain Children

Fiscal Noto Number: 
Bill Version:
(S) Publish Date:

Dept. Affected:
R̂DU _____
Component _______

1

REPORTED OUT

APR i 8 2007

SENATE FINANCE COMMITTEE

CSSB 76(HES)
3/14/07

University of Alaska

Sponsor
Requestor Senator Ellis

Expenditures/Revenues

Component No. 

(Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Granls & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES |

CHANGE IN REVENUES { ) | i
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Montal Health
Olher (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2007) cost: 0.0
Mark this box (X) if funding for this bill is included in tho Governor's FY 2008 budget proposal:

POSITIONS
Full-time
Part-timo
Temporary

ANALYSIS: (Attach a separate pago i f  necessary)

This bill would have no fiscal impact on tho University.

Prepared by: Miehollo Rizk___________________________________________________ Phono 450-8187
Division University of Alaska  Date/Timo 3/2/07 5:00 PM

Approved by: Pat Pilnoy_________________________________________________  Dato 3/2/2007______
Agoncy University of Alaska_________________________________________

( liovuo ii w\nrjoo6 OMIi)

COMMITTEE COPY
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REPORTED OUT

FISCAL NOTE
STATE OF ALASKA
2007 LEGISLATIVE SESSION SB 76

Revision DaleTTimo (Note if correc :on):
Title TUITION FOR CERTAIN CHILDREN

Fiscal Note Number:
Bill Version:
( ) Publish Date:
Dept. Affected:
RDU Departmental Support Services

APR I 8 2007

s b o 76-d h s s -f m s -03-o i -1^EN'ATE FINANCE COMMITTEE

Heallh & Social Services

„  , Off Faith-Based & CommunityComponent |nj(ialjves

ELLISSponsor 

Requester SENATE (HES)

Expenditures/Revenues
Nole: Amounts do not include inflation unless otherwise noted below.

Component No. 

(Thousands of Dollars)

2849

OPERATING EXPENDITURES FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Personal Services 21.4 21.4 21.4 21.4 21.4 21.4
Travel
Contractual 20.0 20.0 20.0 20.0 20.0 20.0
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 41.4 41.4 41.4 41.4 41.4 41.4

CAPITAL EXPENDITURES

CHANGE IN REVENUES (0)

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 41.4 41.4 41.4 41.4 41.4 41.4
1037 GF/Mental Heallh
Othef(Specify Type-do not abbreviate)
Other(Specify Type-do not abbreviate)

TOTAL 41.4 41.4 41.4 41.4 41.4 41.4

Estimate of any current year (FY2007) cost: ___________
Mark this box (X) if funding for this bill is included in the Governor's FY 2008 budget proposal: 
POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separato pago i(necessary)

SB 76 creates a higher education savings program for eligible children who have been placed in c 
of-homc care by the Department o f Health and Social Services.

The Office o f Faith-Based and Community Initiatives is responsible for administration of 
the ASPIRE (Alaska Youth Succeed When People Invest Resources in Education) program lo 
encourage investment in the higher education of eligible children in Ihe state.

(cont. on page 2)

Prepared by: Stephanie Wheeler. Executive Director______
Division Office of Faith Based £ Communily Initiatives

Phono 269-8010
Dale/Time 03/22/2007

Approved by: Karleen Jackson. Commissioner 
Agency

Dale 03/01/7007
Department of Health and Social Services

(Revised 01 >12000 OMB) Page I of 2



STATE OF ALASKA
2007 LEGISLATIVE SESSION

FISCAL NOTE 
FN U

AN A LYS {SCO NTIN U ATION
(cont. from page 1)

The office estimates that it will take 25% o f the time o f an existing program coordinator 
(Range 18) located in Juneau or Anchorage to administer the program. The position will 
be responsible for management of the broader Alaska Partnership for Healthy 
Communities (APHC) initiative designed to improve collaboration among government 
agencies and communities through projects that promote integrated services for Alaskans. 
The ASPIRE program fits well with the position's broader responsibilities.

Contractual funds in the amount of S20.0 per year are requested to create and print 
brochures and to support a very modest telelvision and radio promotional effort to 
publicize ASPIRE.

Page 2 o f 2



C h a ir, S e n a te  L ab or and 
C o m m e rce  C om m ittee  

•

L eg isla tive  B udget an d  A u d it 
C o m m ittee  

•
S e n a te  R u les  C o m m ittee  

C o m m ittee  o n  C o m m ittee s

A l a s k a  S t a t e  L e g is l a t u r e While in Session 
State Capitol, Rm. 9 
Juneau, AK 99801 

(907) 465-3704 
Fax:(907)465-2529

While in Anchorage 
716 W. 4" Avc, Sic. 440 
Anchorage, AK 99501 

(907)269-0169 
Fax: (907)269-0172

S e n a t o r  J o h n n y  E llis

SPONSOR STATEMENT SB 76

For children in long-term foster care, one o f life ’s most significant hurdles occurs when the 
child “ ages out” o f the state’s care. Often times, foster children are ill prepared for life as an adult, 
whether they choose to pursue education beyond high school or seek the necessary training to jo in the 
work force.

SB 76 establishes the ASPIRE program, an acronym for Alaska’s youth Succeed when People 
Invest Resources in Education. This program w ill give children in the custody o f the State o f Alaska 
an opportunity to pursue education and training after high school that they may not normally have.

The purpose o f the bill is to allow churches, community organizations, non-profits, businesses 
and individuals to establish education savings accounts in the name o f foster children. This bill would 
create a program in which these organizations or individuals could contact the Alaska Office o f Faith- 
Based and Community Initiatives and make a donation that would establish a savings plan for a child 
who has been in out o f home care for more than two years.

SB 76 would, upon request, allow the Office o f Children’s Services to release required 
information for the Alaska Office o f Faith-Based and Community Initiatives to open a 529 savings 
plan in the name o f a foster child. The bill would provide a confidentiality clause that would prohibit 
the Office o f Faith-Based and Community Initiatives from using the personal information o f foster 
children for any purpose other than the establishment and maintenance o f an education savings plan.

Under the provisions o f this bill, the Office o f Faith-Based and Community Initiatives would be 
responsible for the promotion o f the program throughout the state.

In accordance with the rules o f the UA college savings program, the money in these accounts 
could he used not only for college and university tuition, but also for vocational training and other 
education related expenses. Under the terms o f the UA college savings program, foster children could 
use this money at the eligible institution or training program o f their choice.

Many o f Alaska’s foster children have faced extremely tough challenges, and deserve a 
program that encourages Alaskans lo invest in their potential. This is important legislation for the 
children who represent the future o f Alaska. I urge you to support the passage o f SB 76.

Senator Johnny Ellis Slate Capitol, hit 9 Juneau, AK 99/11)1 Phone: (91)7) 465-J704 Pa\:(9t)7) 46S~2S29 email: Senaior_Johnny_Elltsuulegts\uih'.uk.ui



A spir e
A la s k a 's  y o u th S u c ce e d  w h e n  P eo p le  In v e s t  U esoukces in  Ed u c a t io n

SB 76 FAQ

1. What does the b ill do?

SB 76 establishes the ASPIRE program, an acronym for Alaska’s youth Succeed 
when People Invest Resources in Education. The ASPIRE program is designed to 
connect churches, community groups, non-profits, businesses and individuals with 
foster children to provide them with educational opportunities beyond high school. 
This program w ill give children in custody o f the state an opportunity to pursue 
education and training after high school.

2. Why is this bill necessary?

The bill is necessary to address confidentiality issues regarding the release o f 
private information o f foster children. It is also necessary to set guidelines for DIISS 
to establish a process to identify foster kids with the highest priority need.

3. How does it n<ork?

The Office o f Faith-Based and Community Initiatives is responsible for the 
promotion o f the program through its various contacts in the faith based and non­
profit community across the state. Once a donor is identified they can contact OFBCI 
to contribute money, which OFBCI can only use for establishing a UA Savings 
Account. DIISS (OCS) involvement is necessary for OFBCI to have the required 
information about each foster child.

4. Who can contribute?

Individuals, non-profit organizations, churches, businesses, etc can all contribute 
to a UA College Savings Plan. The UA Savings program is extremely flexible.

5. Who is an eligible beneficiary?

Children who have been placed in "out o f home" care for a minimum o f two years 
are eligible. DIISS is assigned the task o f identifying the children with the highest 
priority and potential for success.

6. Don V some foster children already receive free tuition?

Some do, but elig ib ility is often too strict for many foster children to take 
advantage o f the program. Through state tuition waivers, children must be in custody



7. Once a donor is identified, how does DNSS decide who gets to he a beneficiary?

DHSS is assigned the task o f establishing a process to identify children with the 
highest priority. The two most important factors, according to DHSS, are age and the 
consideration o f “ aging out” o f the system, and length o f time in state care.

S. What happens i f a foster child is not able to use the money?

I f  a beneficiary is unable to use the money for any reason, another beneficiary can 
be named. In other words, i f  a business or church opens an account for a child, and 
that child becomes ineligible, a 2nd child would be named as the beneficiary and be 
able to take advantage o f the account.

9. Is there an age lim it fo r the beneficiaries?

In section 1, paragraph C o f SB 76, a provision is included to name a new 
beneficiary i f the current beneficiary does not enroll in an eligible program before the 
age o f 30.

on their 16th birthday, and must attend an AK state university (UAA, UAF, UAS).
With a UA savings account, any eligible child would be able to attend community
college, university, and vocational education anywhere in the country.



LEGAL SERVICES

(907) 465-3867 or 465-2450 
FAX (907) 465-2029 
Mail Stop 3101

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA Stale Capitol 
Juneau, Alaska 99801-1182 

Deliveries to: 129 6th St., Rm. 329

M E M O R A N D U M February 13, 2007

SUBJECT: Sectional Summary (CSSB 76( ) 
(Work Order No. 25-LS0443VE))

TO : Senator Johnny Ellis 
Attn: Gabe Aceves

FROM: Jeari M. Mische: 
Legislative Coui

You have requested a sectional summary o f the above-described bill.

As a preliminary matter, note that a sectional summary of a bill should not be considered 
an authoritative interpretation of the bill and the bill itself is the best statement o f its 
contents. I f you would like an inteiprctation of the bill as it may apply to a particular set 
o f circumstances, please advise.

Section - Establishes a program within the Department of Health and Social Services to 
encourage investment in savings for the higher education of eligible foster children.

Section 2. Provides for the disclosure o f appropriate confidential information pertaining 
to a case involving a child in need of aid, including a foster child, to the Board o f Regents 
o f the University of Alaska to the extent necessary to support the program established 
under section one.

Section 3. Provides for the disclosure of appropriate confidential information pertaining 
to a case involving a child who is adjudicated as delinquent, to the Board of Regents of 
the University o f Alaska to the extent necessary to support the program established under 
section one.

JMM.Imb 
07-020.1 mb



Phone: ( 9 0 7 ) 4 5 0 -S I21 
Fax: (9 07 ) ‘150-8023
jim ly n e h @ a la sk a .cd ll

Jam es F. L ynch 
A ssoc iate  V ice P resident

B utrovieh B uild ing 
910 Y ukon D rive, S u ite  207 
PO  Box 755120 
Fairbanks, AK 99 775 -5 12 0

U N I V E R S I T Y  
^ / A L A S K A
Many Triiilitiinu (hie Aliuku

February 22, 2007

The Honorable Johnny Ellis 
Stale Senate 
Alaska Stale Capitol 
Juneau. Alaska 99801-11S2

RE: SB 76, An Act establishing a higher education saving program for eligible children who were
placed in out-of-home care by the state

Dear Senator Ellis,

1 am writing in support of Senate Bill 76 authorizing the creation of a higher education savings program 
for children placed in out-of-homc carc. Essentially the bill provides a structure and authorizes the 
Department of Health and Social Services to open accounts for selected individuals in the University of 
Alaska College Savings Plan with donated funds from private sources. As you may recall, I testified in 
support of a predecessor to this bill last year.

The UA College Savings Programs has been ranked as one of the top college savings programs in the 
country. The funds can be used for college or vocational/technical education at any eligible school across 
the country.

The motivation for starting the UA College Savings Plan was not merely financing education, but also the 
success ol'lhe “1 have a dream" program in New York, where Eugene Lang awarded college scholarships 
to a class of "at-risk students" on the condition that they successfully complete high school. Changing the 
perspective of these children and their families regarding the opportunity to go to college had a major 
impact on success rate of those students. The primary goal of the college savings program has been to 
change the mindset for our children and their families from “If 1 go to college" to "When 1 go to college."

Alaska has been more successful than any other slate at attracting low to modest income families into its 
college savings program (primarily due to the exclusive Permanent Fund Dividend Check-off for the UA 
College Savings Program). Approximately 56% of the participants tn the Alaska plan are from 
households with family incomes of less than $50,000 per year compared lo 17% for our national plan 
participants. Almost half of families in the UA Plan are saving for a child who may be the first college 
graduate in their family while in our national plan that number is only about one fourth of the families.

I have strong hopes that SB 76 will extend this opportunity and aspiration to those who are perhaps less 
fortunate than most. The real value may not be in the college education, but Ihe child's perception of 
what the future holds.

Sincerely,
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Senator Johnny Ellis 
Alaska State Legislature 
716 W. 4th Ave., Suite 440 
Anchorage, AK 99501

May 4, 2006

Dear Senator Ellis,

Thank you for your leadership in helping foster youth in Alaska make a successful 
transition to adulthood. The Child Welfare League of America commends your vision 
and commitment to these youth. Your legislation, Senate Bill 287, addresses critical 
issues for these young people and we applaud your efforts.

CWLA supports all attempts to assist youth in their transition to adulthood. The data 
show the difficult challenges they face in a number of areas, particularly in pursuing 
higher education. We’d like to suggest, however, additional ways to support these 
youth in this important time of transition.

We know that in addition to education youth face other serious challenges when they 
leave foster care. Housing and transportation are enormous hurdles. Other challenges 
include access to health care services and securing and maintaining employment.
While a 529 savings account provides critical support for vocational training or 
education expenses it wouldn’t be available for these other necessities. A more flexible 
account is needed to help address this wider array of issues. Individual Development 
Accounts provide more flexibility, which is necessary to address these multiple issues. 
These accounts or some other similar approach could be used for a wide variety of uses 
depending on the individual needs.

We would be happy to discuss these approaches further if you like. We applaud your 
leadership and know that with efforts such as yours there will be progress in Alaska for 
youth transitioning out of foster care to a productive and fulfilling adulthood.

Sincerely,

Shay Bilchik 
President/CEO

C h a m p i o n *  f o r  C h i l d r e n  S i n t r  I 9? . u

http://www.cwM


Alaska Conference of Catholic Bishops
415 Sixth Street, Suite 300 

Juneau, Alaska 99801 
Ph (907) 586-2404 / Fax (907) 586-2405 

E-mail citw@alaska.net

The Honorable Johnny Ellis 
State Senate 
Alaska State Capitol 
Juneau, Alaska 99801-1182

Dear Senator Ellis:

On behalf o f the Alaska Conference o f Catholic Bishops, 1 would like to thank-you for 
sponsoring Senate B ill 287, an act establishing a higher education savings program for 
children in state foster care. The Alaska Conference o f Catholic Bishops is the official 
public policy voice o f the Roman Catholic Church in Alaska.

We appreciate your thoughtfulness in proposing an innovative way to assist eligible 
children in foster care to pursue educational opportunities beyond grade 12. Foster care 
children, like many other vulnerable persons, are often out o f sight and out o f mind o f 
those o f us who have the financial resources for a dignified life. We also commend you 
for proposing a mechanism by which Alaskans who have the financial ability can help to 
contribute to the higher education costs o f those who do not have the financial ability. 
Turning from self-love toward love o f neighbor is a central teaching o f the Gospel 
message. S B 287 provides another way for Alaskans to put this teaching into practice 
and we support it.

March 3, 2006

ChipAVagoner 
Executive Director
Alaska Conference o f Catholic Bishops

mailto:citw@alaska.net


ANCHORAGE

1057 W. Fireweed Lane, 0103 
Anchorage, AK 99503

Phone: (907)276-6472 
Fax: (907) 276-6475

www.aKcommunityservices.org

FAIRBANKS

HOMER

JUNEAU

.ENAI

KETCHIKAN

SEWARD

WASILLA

April 13,2006

Senator Johnny Ellis 
M inority Leader 
Alaska State Legislature 
State Capitol, Rm 9 
Juneau, AK, 99801

Dear Senator Ellis,

Thank you for your letter concerning Senate B ill 287. 1 am very pleased that you are 
proposing legislation that offers increased opportunities for Foster Children in the state 
o f Alaska. 1 too believe that these children deserve and should be able to take every 
advantage o f programs that enhance their ability to succeed in life and become 
responsible, productive adults.

Alaska Communily Services volunteers provide services to these and many other 
children across the state through our Foster Grandparent Program. I am certain that they 
are also concerned with the future o f these children, and w ill lend their support to this 
legislation. I w ill request the support o f my legislators for SB 287 and also ask that my 
colleagues do so as well.

During this time when most o f our focus seems to be primarily on pipelines and taxes, I 
thank you for your ongoing support o f and commitment to programs that address the 
needs o f disadvantaged or devalued Alaskans.

Sincerely^

• -

'  Mike*Saville 
Executive Director

http://www.aKcommunityservices.org


Senator Johnny Ellis 
State Capitol Room 9 
Juneau, Alaska 99801

April 19, 2006

Dear Senator Ellis,

On behalf o f Boys & Girls Clubs Board o f Directors and professional 
staff, we are writing to extend Boys & Girls Clubs’ support for Senate B ill 
287, legislation designed to help provide higher education opportunities 
for foster children. As you arc well aware, our organization has been 
operating youth development programs for 40 years. In 1998, we eagerly 
undertook a Statewide Expansion Initiative that has developed Clubhouses 
in 29 rural Alaskan communities. This initiative, combined with our 
steady expansion in urban communities, has broadened our total impact to
30,000 youth in 38 Alaskan communities.

Our members’ challenges range from peer pressure to poor grades, hunger, 
abusive noi ies, or multiple foster home placements. For every child that 
walks through a Clubhouse door, we listen, we comfort, we challenge and 
cheer. Many o f our staff, volunteers and program partners establish 
personal connections and mentor relationships with our members in foster 
care. SB 287 w ill provide them with an avenue to have a lasting impact 
on these children well into adulthood.

Again, thank you for sponsoring this legislation. Boys & Girls Club 
appreciates your support o f our programs and your commitment to 
Alaska’s youth.

Sincerely,

Akin Budalil
Board o f Directors, Chair

BOYS & GIRLS CLUBS
w w w . b g c a l a s k a . o r g

Main Office
2300 W. 36in Avenue 
Anchorage, Alaska 99517 
Tel: 907-248-5437 
Fax: 907-248-0047

President & CEO
John P. Cates 
Tel: 907-770-7337 
Fax: 907-770-7346 
joales@bgcalaska.org

Board ot Directors
Chair
Qcoe Relnertord, Causta Corporation 
Board Members
Patsy Aamodt, ratirad 
Terry 8aiay. Veto Alaska Inc.
Pogor ante1/. Pepsi Cola Bottling Group Alasxa
Natnan 3rock, Alyeska Pipevna Service Company
Aian Budahl. Anchorage Mamott Cowntown
Knsu Caum. AT&T Alascom
Bussy Chiu. Foontainnoad Development
John Oede. University ol Alaska Anchorage
Johnny cttis, Alaska State Senate
Mano Gatto, Faireanka Nortfistar School Distnct
Chon G.tan, First National Bank Alaska
Josh Harrell. Cisco Systems
Otcx LaFever, Crossroads Leadership Institute
Kirk LeaaBetter. Marsh USA Inc.
Tanguy Lborecht. Sheraton Anchorage Hotel 
rloity Lnd. Northtop Gniminan Corp.
Knstm Meliingor. ASRC Energy Services 
Bill Masiarcn. Pacifc Alaska ForAarders Inc.
Kevin Meyer, Alaska Houso ol Reoresahtatives 
Scott Millar. KPMG 
Bryan Qutrtn, Capital Oltlco Systems 
Cathy Richter, Welts Fargo Bank N.A.
Dale Shaw. Fed Ex
Maty SliQiton Witte. Northern Ae Cargo 
Bon Slovens. Alaska Stalo Senate 
Rod UOO, Anchorage Chrysler/Cooga 
Mika vassar. QOom Corporation (Cccu C.Xi AK)

Board ol Trustees 

President
J jn  Brady. Marsh USA inc.
Trustees
Hugh Axhiook, Ditnond Cartier 
Boo Baer. Dynamic Properties 
C.vt Brody. Sr.
Mick Brcgan. Oohak Alaskan Federal O rx tl Uiwr.n 
W.yter 4. Hickui. HtcktX irrveslmem Co.
Josh Jermm, Tho Joweiry Cache
Cav'd G. Kctesky-, Honzon Utoa
Andy icnm an-, Clear Cliarvm Cdmmuncaton
Ed Rasmuson. R.asmuson FoixuWlxm
Report Stiako-. Nodhmn Bank
Mayor George Sullivan

• Pest O iiu s , Hoard ul Ounctdit)

Investing in Alaska's most valuable resource -  our children.

http://www.bgcalaska.org
mailto:joales@bgcalaska.org


STATEMENT OF SUPPORT
Establishing Education Savings Accounts for Foster Children in Alaska

Children in the foster care system face significant challenges when they age out o f state 
care. Often, these children do not have a plan or the means to access job training or post­
secondary education. With a program in place whereby concerned organizations and 
citizens can establish savings accounts in the names o f foster children, these children w ill 
have opportunities beyond high school.

Alaska’s foster children deserve a program that invests in their potential. Alaska should 
create a program designed to give children in foster care the opportunity to pursue 
education and job training past the age o f 18.

Please add my name/organization to the list o f supporters.

Name ( L f  I \ & - I  O i l D  5L 
Organization R j U ( \ e  a j J  ^ w J " h  r< rc
Title ) h  i r ^  D i f i r  c f o
Signature ( A  ) r l , ;f-€-r • /  Y \ c~
Address P 0  \6o A  3 3 .  S' 3  ^ ( V u n e r u j  Q * iX O ?>
Phone (7 o 7 -  / 3  / 1 \ Fax f ' S ' T '  7 - < 2 l  t>(r,
Email t i J a  ('terrvMg) j vj  5 - n / j ________Website i n i l i J .

I/We would also be w illing to:

 Publish an article in our newsletter  Mobilize our membership
 Participate in media events iH e lp to build a coalition
^/Contact legislators

Please return this form to: 
Office o f Senator Johnny Ellis 
State Capitol, Rrn. 9 
Juneau, AK 99801
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STATEMENT OF SUPPORT 
Establishing Education Savings Accounts for Foster Children in Alaska

Children in the foster care system face significant challenges when they age out o f state 
care. Often, these children do not have a plan or the means to access job training or post- 
secondary education. With a program in place whereby concerned organizations and 
citizens can establish savings accounts in the names o f foster children, these children w ill 
have opportunities beyond high school.

Alaska’s foster children deserve a program that invests inmetr potential. A la sk a  should 
create a program designed to give children in foster care the opportunity to pursue 
education and job training past the age o f 18.

Please add my name/organization to the list o f supporters. : ,, .1,
# * h m f j

Name |Y1 <? lx v\ S tvtA____ ___________________ _
Organization 4-S */ L u n ^  A -A cM f —  ----------------
Title f i f . i J h . c t -  ,________J___________________________________________
Signature V ^ L - ^
A A ***—7 *̂ 7 « a /<4 A ii. ff J . J A aAddress "7 7 / a
Phone
Email VAj-v-4-V ©< _____

I/We u ould also be w illing to:

 Publish an article in our newsletter
 Participate in media events
 Contact legislators

Please return this form to:
Office o f Senator Johnny Ellis 
State Capitol, R;n. 9 
Juneau, AK 99801

Website

 Mobilize our membership
 Help to build a coalition
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STATEMENT OF SUPPORT 
Establishing Education Savings Accounts for Foster Children in Alaska

Children in the foster care system thee significant challenges when they age out of state 
care. Often, these children do not have a plan or the means to access job training or post­
secondary education. With a program in place whereby concerned organizations and 
citizens can establish savings accounts in the names of foster children, these children will 
have opportunities beyond high school.

Alaska’s foster children deserve a program that invests in their potential. Alaska should 
create a program designed to give children in foster care the opportunity to pursue 
education and job training past the age of 18.

Please add my name/organization to the list of supporters.

Name /-hJ   .
Organization__________________________________ ________________________
Title
Signature ~C & as<. 'V»V ~ - ~
Address fo ^TO 9 h  OlXA U K J L a ^ iA  d ( ̂
Phone *7 7 ^  7 1 Fax ___________
Email______________________________Website______________ ____________

I/We would also be willing to:

 Publish an article in our newsletter  Mobilize our membership
 Participate in media events _Help to build a coalition
_Contact legislators

Please return tills form to:
Office of Senator Johnny Ellis 
State Capitol, Rxr.. 9 
Juneau, AK 99801



1 0 'd  1 0 1 0 1

STATEMENT OF SUPPORT . ,
Establishing Education Savings Accounts for Foster Children in Alaska

Children in the foster care system face significant challenges when they age out o f state 
care. Often, these children do not have a plan or the means to access job training or post­
secondary education. With a program in place whereby concerned organizations and 
citizens can establish savings accounts in the names o f foster children, these children w ill 
have opportunities beyond high school.

Alaska’s foster children deserve a program that invests in their potential. Alaska should 
create a program designed to give children in foster care the opportunity to pursue 
education and job training past the age o f 18.

Please a d d  m y  n a m e /o rg an iz a t ion  to the list o f  su p p o r t e r s .

Name_________ 5Q.C±J--------------------------------------------------------------------------------------------
Organization V r^ Muv r v ^ ---------------- -------------------------------
Title_______  7 jr ^ o J t> y  >    —
Signature „     —
Address _________________
Phone ^e /i 33-fr 6 ,72 . /____________Fax * !a l < ^ 7  ___________
Email k - t-d .k i - . Afc. JS Website_____________________________ _

IAVe would also be w illing to:

 Publish an article in our newsletter yM ob ilizc our membership
^Participate in media events __Help to build a coalition
vContact legislators

Please r e t u r n  this f o r m  to:
Office o f Senator Johnny Ellis 
State Capitol, Rm. 9 
Juneau, AK 99801
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STATEMENT OF SUPPORT 
Establishing Education Savings Accounts for Foster Children in Alaska

Children in the foster care system face significant challenges when they age out o f state 
care. Often, tnese children do not have a plan or the means to access job training or post­
secondary education. With a program in place whereby concerned organizations and 
citizens can establish savings accounts in the names o f fosrer children, these children w ill 
have opportunities beyond high school.

Alaska’s foster children deserve a program that invests in their potential. Alaska should 
create a program designed to give children in foster care the opportunity to pursue 
education and job training past the age o f IS.

Please ad d  my name/o rgan iza t ion  to the list of  suppor t e r s .

Name J  A l s U y
Organization F\ (A -3 W A 1 (-'k n 
Title /  £.€& / 7 ~

t J

Signature________ _________
Address T T P O ^ r
Phone
Email A <-*(£> A * .

Cjira '7
_Fa.\____
Website / q d s . . a K . . o M

I/We would also be willing to:

^Pub lish an article in our newsletter 
♦^Participate in media events 
^Contact legislators

Please r e tu rn  this fo rm  to:
Office o f Senator Johnny Ellis 
State Capitol, Rm. 9 
Juneau, AK 99801

 Mobilize our membership
Help to build a coalition



Children in the foster care system face significant challenges when they age out o f state 
care. Often, these children do not have a plan or the means to access job training or post­
secondary education. With a program in place whereby concerned organizations and 
citizens can establish savings accounts in the names o f foster children, these children w ill 
have opportunities beyond high school.

Alaska’s foster children deserve a program that invests in their potential. Alaska should 
create a program designed to give children in foster care the opportunity to pursue 
education and job training past the age o f IS.

Please add my name/organization to the list of supporters.

Name bcL.ro^ . J j )  u J ^ o v / i________ _____________ _____________________

Organization (2<OLWip T ire . ^ tS A  (L& l<JX— (S pu .n c t/__________
Title G hJjL f ________________________________
Signature _________  ______ ________
Address /3 7 lf s  (Zom ibunj'h.i L-fi '**'/D1-}- , ,gn/-A' e=7?SPS’
Phone £7 9 5S 5~ / ________
Email cfYt

I/We would also be w illing to:

 Publish an article in our newsletter  Mobilize our membership
_Participate in media events __Help to build a coalition
_Contact legislators

Please return this form to:
Office o f Senator Johnny Ellis 
State Capitol, Rm. 9 
Juneau, AK 99301
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Children in the foster care system face significant challenges when they age out o f state 
care. Often, these children do not have a plan or the means to access job training or post­
secondary education. With a program in place whereby concerned organizations and 
citizens can establish savings accounts in the names o f foster children, these children w ill 
have opportunities beyond high school.

Alaska’s foster children deserve a program that invests in their potential. Alaska should 
create a program designed to give children in foster care the opportunity to pursue 
education and job training past the age o f 18.

STATEMENT OF SUPPORT
Establishing Education Savings Accounts for Foster Children in Alaska

Please add niy na

Name__________
Organization,
Title
Signature,
Address_
Phone___
Email___

Resource Center 
\ for Parents & Children
/  Mill Kcllum  Street

Fairbanks, A laska 00701 
<‘>07) 450-2806 x 107 • Fax ('(07) 451-SI25 • (SOU) %y-7272 

ciiirncr@ fcpcfairbiiiiks.urg

Coleen Turner
Executive Director

A Umpire o f fV rrn i/ Child Ahuu \m tn , 
and a Member Aftniy o / L'fitlaJ Hu* <•/ fAr lonu:m V.iltry

I/We would also be w illing to:

 Publish an article in our newsletter  Mobilize our membership
•'^Participate in media events __Help to build a coalition
j/Contact legislators

Please r e t u r n  this f o r m  to:
Office o f Senator Johnny Ellis 
State Capitol, Rm. 9 
Juneau, AK 99S01
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Children in the foster care system face significant challenges when they age out o f state 
care. Often, these children do not have a plan or the means to access job training or post­
secondary education. With a program in place whereby concerned organizations and 
citizens can establish savings accounts in the names o f foster children, these children w ill 
have opportunities beyond high school.

Alaska’s foster children deserve a program that invests in their potential. Alaska should 
create a program designed to give children in foster care the opportunity to pursue 
education and job training past the age o f IS.

Please add my narne/organization to the list of supporters.

Name_ j /  /  ■— •/ \ i ' ( . /(. f /  A,._______________________________________
Organization ( 1, < v tr* ( ' / ) > / r i ( V7/ C. ( t i A~ / -______________________
Title ’/ .J lr 'r 'f 'lr 'i '_______  .
Signature v V / / / f l i i  t C7 j  j _ ---------------------------
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Emai 1 CO 0(2 fc, O t) f  (r~> 'i’PV/ / f p t  Website_______________________________

I/We would also be w illing to:

-''Publish an article in our newsletter  Mobilize our membership
_Participate in media events __Help to build a coalition
_Contact legislators

Please return this form to:
Office o f Senator Johnny Ellis 
State Capitol, Rm. 9 
Juneau, AK 99801
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Children in the foster care system face significant challenges when they age out o f state 
care. Often, these children do not have a plan or the means to access job training or post­
secondary education. With a program in place whereby concerned organizations and 
citizens can establish savings accounts in the names o f foster children, these children w ill 
have opportunities beyond high school.

Alaska’s foster children deserve a program that invests in their potential. Alaska should 
create a program designed to give children in foster care the opportunity to pursue 
education and job training past the age o f IS.

Please add my name/organization to the list o f supporters.

Name d jftQ iC d c L ... E tU jIb ftC f  __________________________
Organization C p m m / j p / t U  \S C tO LC £ t£x _____________________
Title J j i f h n - h  I  e a r n i n g  P r o o r n m  C a o rrJ m c im r______________
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Addressĵ /3 3 3 5 . ~SluF<z \3 b _ sS o L d a tn a .,
Phone 7 0 7 - 7 /V - b it W ___________ Fax 9 ^ 7  - 1  - 6 1 7 5 ___________
Email CLPOJU ilfc n e r g / 6 5  O O llM . QKj Website_______________________________

I/We would also be w illing to:

'^P ub lish an article in our newsletter  Mobilize our membership
_Participate in media events_______________Help to build a coalition
__Contact legislators

Please return this form to:
Office o f Senator Johnny Ellis 
Slate Capitol, Rm. 9 
Juneau, AK 99S01
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STATEMENT OF SUPPORT
Establishing Education Savings Accounts for Foster Children in Alaska

Children in the foster care system face significant challenges when they age out o f state 
care. Often, these children do not have a plan or the means lo access job training or post­
secondary education. With a program in place whereby concerned organizations and 
citizens can establish savings accounts in the names o f foster children, these children w ill 
have opportunities beyond high school.

Alaska’s foster children deserve a program that invests in their potential. Alaska should 
create a program designed to give children in foster care the opportunity to pursue 
education and job training past the age o f IS.

Please add my name/organization to the list o f supporters.

Name /J _____________________ ________________________________
Organization zoy?-//
T itle p s z n  i
Signature
Address V /  h *7 5  C i' j
Phone Q '0 '1 - ,3  2 2 -  Fax
Emai 1 (D a lfu  J U  tS : . n £  Website AM A - l i . Ofe. Q

IAVc would also be w illing to:

 Publish an article in our newsletter  Mobilize our membership
^Partic ipa te in media events __Help to build a coalition
‘-^Contact legislators

Please re tu rn this form to:
Office o f Senator Johnny Ellis 
State Capitol, Rm. 9 
Juneau, A K 99801
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Frequently Asked Questions about BELIEVE

1. What does BELIEVE stand for?

BELIEVE stands for .Bringing Educational Leadership by In vesting 
and Expecting V ictory in Every Child. We believe that every child in 
Missouri can succeed i f given the right support. Missouri has over 11,000 
foster children under its care. BELIEVE is a program to identify 
corporations or non-prolit organizations interested in sponsoring a child 
who is in the custody o f the State o f Missouri for a MOST (Missouri 
Savings Tuition Program) scholarship. MOST is the State o f Missouri’s 
529 plan which allows the sponsor to set up an account to save for college 
tuition tax free. The sponsor also receives a tax deduction for their annual 
investment in the MOST plan o f up to $8,000 per person.

2. Who can agree to sponsor a foster child?

Any corporation, non-profit organization, person, or other entity can agree 
to sponsor a child and set up an account naming the child o f their choice 
as beneficiary.

3. What is the benefit o f a MOST account?

The investment in a 529 MOST account allows the investment to grow 
tax-free and the beneficiary can use it for their college tuition and other 
college costs tax-free. In other words, at no time is tax due on the 
principal or the earnings as long as it is used for eligible college expenses. 
The organization or entity contributing to the account can receive a tax 
deduction each year o f up to $8,000 per taxpayer.

4. Mow much is required to open an account?

To open an account you only need $25.00. We are asking that for the 
BELIEVE program the initial contribution be based on the investment 
plan that is most suitable for the age o f the child selected to help kick start



a college savings plan for a foster child. But the bottom line is that any 
amount is better than none at all.

5. What happens i f  the child does not go to college after making annual 
contributions?

A new beneficiary can be named at that time or when the account is 
in itia lly set up a contingent beneficiary can be named. I f  neither o f these 
options is suitable to the account owner, then the money can be used by 
the account owner but taxes would be owed i f  the proceeds are not used 
for college expenses.

6. Why should any corporation or entity be interested in sponsoring a child for the 
BELIEVE program?

Many foster kids never have a chance to reach their full potential because 
o f circumstances that are out o f their control. The state takes 
responsibility for these kids, but what happens to them after they turn IS? 
Many times we don’ t know and what is worse, many times no one cares. 
This program singles out a child lhat a group o f people, organization, 
church, or corporation can encourage by providing the money to ensure 
that they have a chance to go to college. I f the child knows this -  knows 
that suddenly somebody BELIEVEs in him or her to actually succeed and 
reach their goals then great things begin to happen. This is an opportunity 
to help a child reach their dream by investing and believing in their future 
by setting up a 529 MOST account to pay for their college expenses.

7. How do I sign up to sponsor a child in the BELIEVE program?

Organizations wishing to participate in the BELIEVE program should 
contact Jane Dudeck, Chief o f Staff, State Treasurer's Office at (573) 751 - 
4943 or Jane.Dudeck@treasurer.mo.gov.

S. How much would an organization need to contribute i f  it wanted to cover 100% 
o f the costs o f tuition for a child?

The answer to this depends on a number o f variables, including the 
number o f years that the organization contributes before the child goes to 
college, the actual college that the child goes to, the future rate o f inflation 
for tuition costs and the return on the investments selected. Here are 
several examples o f how much an organization would need to contribute 
to fund 100% o f projected costs based on a tuition inflation rate o f 5%, a

mailto:Jane.Dudeck@treasurer.mo.gov


return on investment o f 10% and four years’ attendance at the University 
o f Missouri-Columbia (where costs are currently estimated at $8,700 per 
year):

• For a 13-year old child, assuming an initial $5,000 contribution, a sponsor 
would need to contribute $500 per month to cover 100% o f projected 
costs,

• For a 5-year old child, assuming an initial $5,000 contribution, a sponsor 
would need to contribute $160 per month, or just under $2,000 per year, to 
cover 100% o f projected costs.

9. Can an organization “ share” the sponsorship o f a child or partner with another 
organization to sponsor a foster child?

Yes, any amount that an organization contributes to the BELIEVE 
program w ill greatly help a foster child defray the costs o f higher 
education and is greatly appreciated. The amount o f tax deduction that a 
sponsor can take is not affected i f  more than one organization helps 
sponsor a child. In other words, two organizations donating $8,000 a year 
for the same child can each deduct up to $8,000.

10. Who invests the money that we contribute to BELIEVE, and how do I know that 
our money is safe?

The M05T program offers several different investment options for 
sponsors, which they select. These investment options— which include a 
100% Equity Option, a Guaranteed Option and a Managed Allocation 
Option which rebalances assets based on the age o f the child— are 
professionally managed by TIAA-CREF, one o f the largest asset managers 
in the nation. Like all investments that are invested primarily in the stock 
market, there is no guarantee for either the 100% Equity Option or 
Managed Allocation Option that these investments w ill maintain 100% o f 
principal or provide a guaranteed return. However, over the long term, 
investments in these options should perform in line with broad equity 
returns.

For assistance regarding these options, please contact Jane Dudeck, Chief o f Staff, 
State Treasurer's Office at (573) 751 -4943 or Jane.Dudeck@treasurer.mo.gov.

mailto:Jane.Dudeck@treasurer.mo.gov
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PRESS RELEASE 

Office of Missouri State Treasurer 
Sarah Steelman

FOR IMMEDIATE RELEASE -  December 22,2005

Steelman Launches “BELIEVE” Program to Help Get Foster 
Kids to 

College: Bass Pro is First Sponsor

SPRINGFIELD Mo. — Christmas came a few days early for some special Missourians. Slate 
Treasurer Sarah Steelman today kicked o ff a statewide initiative to give crucial help to Missouri’s foster 
children. The project, called BELIEVE, is a partnership between tne Treasurer’s office and the citizens 
and organizations o f the state to provide college savings accounts for these children - all at no cost to 
taxpayers.

Steelman, who oversees the state’s tax-preferred 529 college savings plan, called MOST, said the 

program was a gift for all Missourians.

“ There arc thousands o f precious children in foster care in Missouri today,” Steelman said.

“ They are all special, they all were wondrously created and were given to us for a unique and important 

purposes. Today we have a new way to help them, to give them a way to fu lfill their destinies, and a 

reason to hope."

Bass Pro Shops appeared with Steelman at the launch, and were announced as BELIEVE’s first 

partners, having selected two foster children to sponsor, and w ill now work with the Treasurer’s office 

to set up MOST accounts for them.

“ We believe in this program, and in the potential it holds for these foster children," Bass Pro 

spokesman and Outdoor Educator Larry Whiteley said. “ That’s why Bass Pro Shops is proud to be the 

first to jo in this program to help these at-risk foster children.”

BELIEVE is an acronym for Bringing Educational Leadership By Investing and Expecting 

Victory in Every Child, and Steelman says that is just what her program does.
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“ There is magic inside each o f these kids. As a mother, I know that the key to a child’s success is 

belief in themselves.

“ For most kids, it ’s their parent who instills this confidence, but many foster children don’ t have 

anyone who believes in them. When they turn 18, most o f them have nowhere to go. This is a wonderful 

way for Missourians to truly make a difference in these children’s lives,” said Steelman.

Steelman said the response from Missouri businesses, churches, non-profit organizations, and 

individuals has already been overwhelming and that additional sponsors would be announced soon. She 

said the initiative really is as simple as a Missouri organization or individual working with her office to 

select one or more o f Missouri’s foster children to sponsor, and then opening a MOST account for them.

Several foster children were expected to appear at the press conference as well as representatives 

from Boys and Girls Town o f Missouri and the Missouri Baptist Children’s Home who are helping 

spread the word about the BELIEVE program. The Missouri Department o f Social Services is working 

with the State Treasurer’s office to coordinate selection o f the children.

Since 1999, Missouri has sponsored MOST, a tax-advantaged 529 college savings plan. Under 

this program, individuals and organizations can contribute up to S8,00() per year into an account for a 

designated child. The amount contributed up to SS,000 is not subject to state income tax. Federal law 

allows earnings on these accounts to be tax exempt as well, enhancing the program’s ability to help 

students and families for college.

Contact: Mark Hughes, Director o f Policy and Communications, (573) 751-7595 
An electronic version o f this release is av ailable at http: 168.160 I 5,315-pressroonv'press.asp



COMPASS: Points o f view from the community f -

to kids sn foster care
B y  S E N .  J O H N N Y  E L L I S  ana C H I P  W A G O N E R

With so m uch focus this y e a r d ed ica t­
ed to the  s ta te 's  oil and gas reso u rces , it 
is im portan t that o ther issues concern ing  
A laska’s future not be overlooked. A ccord­
ing to the D epartm ent of H ealth and  S o­
cial Services, th e re  a re  nearly  2,000 chil­
d ren  in A laska's foster care  system . M ost 
of th ese  children w ere placed in fo ste r care  
because  they w ere neglected o r ab u re d  in 
their hom es and  it is unsafe for them  to re ­
turn.

Unfortunately, the reality of the situation 
for m ost foster children is that they  will be

the custody of the s ta te  for a  significant
iod of time, an  average of 23 m onths, ac- 

jrd in g  to DHSS. Som e of these.children 
will be placed back in th e ir p rim ary  hom es 
and  som e will be adopted, but m any rem ain  
in foster care  until they tu rn  18, w hen they 

. a re  re leased  from the s ta te ’s custody.
F oster paren ts  around the s ta te  should  

be applauded for the job they do, providing 
positive role models for children in need. 
They take up the challenge of caring  for 
children daily when no one else will. A ct­
ing as the prim ary  caregivers for th ese  chil­
dren, foster paren ts  sacrifice th e ir tim e and 
efforts for children in need  and  expect little 
in re tu rn .

T hese foster paren ts , however, a re  u su ­
ally not p repared  or expected to sho u ld er 
the burden  of caring  for the children a fte r  
they exit the foster care  system . Iri m any 
cases, foster children a re  ill p rep ared  for 
life as adults, w hether they choose to p u r­
su e  education beyond high school or seek  
the n ecessary  training to join the work 
force. T hese  children h c e  significant b a rr i­
e rs  during  the transition to adulthood and 
find a lack of support services available to 
them  during their tim e of need.

It is troubling that Alaska has nearly  
500 children in s ta te  custody th a t a re  high

:.4«l •
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Ellis

SB 287 allows churches, community 
organizations, nonprofits and businesses 
to establish education savings accounts ' 

in the name o f  a foster child. ....The.. 
flexibility o f  these accounts, gives ■ f .  

children in foster care options when they
leave the state s custody '.[ ;‘y

school age or older. W ithout a  p lan  for th e ir 
future, our fea r is th a t m any of th ese  chil- 

. d ren  will not be ready  to lead respo n si­
ble lives and be proud, productive m em ­
bers of our society and  citizens of ou r s ta te . 
It wouid be wise fo r A laskans to help  these  
foster kids m ake the m ost of.their fu tures.

We believe the key to helping th ese  
young .Alaskans realize th e ir  full p o ten ­
tial lies in preparing  them  for life as adu lts 
through education and  job tra in ing: S enate  
Bill 287 would estab lish  a p lan  to a s s is t fos­
te r  children when they a re  re lea sed  from  
s ta te  custody.

SB 287 allows ch u rch es, com m unity  o r ­
ganizations, nonprofits an d  b u sin e sses  to 
establish education sav ings accoun ts in the 
nam e of a foster child. O ur vision is to c re ­
a te  a  system  in Alaska in which any  individ­
ual o r  entity can m ake a  tax-deductib le d o ­
nation that will d irectly  im p act the  life of a 
foster child and provide th a t child with op­
portunities they would not o th erw ise  have. 
Im agine a  system  in which a  ch u rch  o r non­
profit organization could sp o n so r a foster 
child in Alaska who h as  faced difficult p e r­
sonal challenges.

As Alaskans, we a re  fo rtu n a te  to have 
w hat m any ex p erts  believe is the b e s t ed ­
ucation savings plan in the nation. M an­

aged  by T. Rowe Price, the  UA College Sav­
ings P rogram  allows individuals and orga-j' 
nizations to open 529 savings accounts.for a 
beneficiary of their choice-1'- n: j

The beauty  o f th e  UA savings'accoim ts 
is that they can be u sed  for nearly.all.edu-.-; 
cation-related expenses a ta n y ed u ca tio n - 5; 
al institution or program . If the key to s u e - . 
cessful youth is  opportunity, this.program  is 

' an excellent option. T h e  m oney in th'ese'ac- 
counts can be used  for college, university, 
technical and vocational education and all 
related  expenses. T he flexibility of these ac ­
counts gives children in foster care options 
when they leave the s ta te ’s custody. •'

In m any instances, foster children who 
have aged out of th e  s ta te ’s,foster care sys­
tem  have essentially  been  left by the.way-': 
side. SB 287 allows th ese  children, with the 
help of local com m unity organizations and 
businesses, to explore opportunities in edu­
cation and vocational training  that they nor­
mally would not have. '

Our goal, as A laskans, is to pass this im ­
portan t legislation for the children who rep ­
resen t the future of o u r s ta te . ' *• ' '

■  S e n . J o h n n y  O i l s  is  ih e  m inor ity  le a d e r  o f  the A lask a 
S e n a t e . C h ip  W a g o n e r  Is th e  executive  director o f  U ie  A lask a  
C o n fe r e n c e  ol C a ih o l lc  B is h o p s .
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F o s te r c h ild re n  need e x tra  h e lp a t age 18

Senate Bill 287 could help them succeed
By ELISE P A TKO TA K

April is Child Abuse Awareness 
, Month. This year, it's also the month in 
which Christians celebrate Easter, a 
time that honors the death and resur­
rection of a man who famously said in 
Mark 10:14, “Suffer the little children to 
come unto me and forbid them not, for 
of such is the kingdom of God."

As a child growing up Catholic, I nev­
er doubted that those words were liter­
ally as well as figuratively true. Pictures 
hung all over our grade school of Christ 

.sitting on a rock with Little chubby boys 
and girls running towards his open 
arms with j’oy on their faces.

That picture brought great comfort to 
my childhood because it was accompa­
nied in reality by a loving father and un­
cles whose arms were always open and 
welcoming to any child needing a hug or 
reassurance or just a moment feeling the to fend off sexual predators and physical 

luaJly at fault. While I am •
This bill requires no money from state 

coffers. It demands no additional .rev--v/arrath of their shirts, the roughness of "'abusers are eq>— v -------- ------------- --------- _— .— ------  . .. .. . ,.t
their hands and the strength of their grip, very aware that many of these women’ enues beraised. It just gives’people with.

are also victims, the bottom line in these big hearts' and -generous ’souls' a. way.'
situations is that children have no es- help a kid It nught be a kid.they know
cape. If the adults do not protect them, ’ because the foster parents belong to that,
they have no protection. / , ..... church or community organization. It,

The unfortunate result of the epidemic - might be a kid that shows sonae.specuilj 
of violence and abuse in our families in talent and just needs some. Help getting 
Alaska is that children by cbe thousands che education needed to foster that talent.,
are being raised in state custody. Many of.,. • , Whatever it is, it makes sense that 
these kids will never be able to go home '.we do everytliing we can to help these 
because their parents will not take the kids make it os adults after we poured 
steps needed to provide for their safety. so much time and energy into them as 

The state ultimately makes a lousy ./children. The state can’t do-what a p;ir-, 
parent. Not only does it rarely take its' ent does when a kid turns'18. It can't 
turn in hosting the family holiday din- 'provide a home for them to fall .‘back oh': 
ner, but it also tends to cut the apron if things get. rough. It can't provide a 
strings rather abruptly when the child safe haven if the road to adulthood gets 
turns 18. One day you are considered rockier than first imagined. If drey blow 
dependent and in need of protection; dre it as adults, dre only home the state pro- 
next day the door is opened and the 
state basically says, “It's been nice 
knowing you. Stay in touch.”

More often than not, social workers, 
guardians and foster parents find them-.. that diey are not forgotten. And passing 
selves scrambling to help these kids make., this bill would certainly live up to the 
die transition to independence with litde spirit of the man whose death and resur- 
in the way of services available. Which is rection is so widely observed this season, 
why I think the Legislature should drop

P atko tak

Not that any of my uncles would have 
ever admitted to this.
They would grumble 
and gripe and say we 
were making too 
much noise or getting 

' in the way of their ‘ 
bocco ball game or 

' running too close to 
■ the grill. But we 

knew that they were 
all welcome havens 
so long as we didn't 
abuse the privilege and bother them 
while they were eating or the Phillies 
were on TV. And woe betides the child 
who did not remember to offer a kiss to 
them at die start and end of a visit.

The kids I work with in state custody 
through either sodal services or juvenile 
probation usually don't have such posi­
tive frames of reference when it comes' 
to family. If they came from a home in 
which drinking, drug abuse and domes- 

.tic violence were part of the problem, 
there is every chance a “hug” from an 
uncle, older brother, father or cousin 
holds a much more sinister meaning.

•And the mothers, aunts, sister and , 
other female relatives who choose to . 
drink to the point of incapacitation so

vides for them is usually jail.
But the state can allow caring and 

 ̂concerned people to take on dint role in 
some little way to let these kids know

everything else it is doing right now and 
pass SB 287 introduced by Sen. Johnny

dint little children are left on their own

Ellis to allow churches, community orga­
nizations, non-profits, and businesses to 
establish education savings accounts in 
the name of a foster child.

Elise Patkotak, an Anchorage free- 
lanco writer and author of Parallel Logic, a 
humorous look back at her 20 years in Dar- 
row, lives in Anchorage and owns Precious 
Cargo Ltd, a writing/graphics company. 
Her Web site is www.ollsepatkotak.com.

http://www.ollsepatkotak.com


Good Morning. My name is Michael Curran and 1 am the Program Coordinator with the 
Office o f Faith-Based and Community Initiatives. Juneau Office. Thank you for the 
honor and opportunity to testify as well as represent the Office o f Faith-Based and 
Community Initiatives in support o f SB 76.

As a worker for social justice and community building, an ordained priest and former 
teacher for over twenty years in the rural, remote and small communities o f Alaska, I am 
very aware o f the challenges that face our youth in out-of-home care.

Prior to my position with the Alaska Office o f Faith-Based and Community Initiatives I 
was an Associate Coordinator to the Program Director for the State o f Alaska, Head Start 
program with the Department o f Education and Early Development. A great deal o f my 
time was spent doing research concerning the transition o f young foster children’s care in 
foster homes and out-of-home care to their lives o f self-sufficiency. As a teacher, there 
were many students in my classrooms that were living in foster care and were about to, or 
had transitioned to, independent living outside their small communities. In my life as a 
parish priest I had opportunities in private, congregational and community ministries to 
pastor families who cared for foster children and also to the foster children who “aged- 
out” o f foster care.

M y experiences and my research revealed that those youth who did age out o f foster care 
versus their counterparts who were not a part o f the foster care system, all Faced higher 
risks and the actual experiences o f homelessncss. unemployment, financial hardships, 
diminished physical health, criminal behaviors, psycho-social disorders, suicide and 
lower achievements in education.

Most o f these precious children (young adults) want to pursue (ASPIRE to) education 
beyond high school but the financial roadblocks are too great for them to even begin, let 
alone complete a higher educational degree. Many studies have shown that nearly 75% o f 
these young adults must abandon the idea o f pursuing a degree or complete it.

This proposed Senate B ill. SB 7(>. and its program would effectively address this 
challenge that these young people face. Ii is a program that would bring the guiding 
principal ofrea l community together It would give the ability and opportunity lor 
individuals, faith-based organizations, businesses, civic groups and other organizations lo 
invest in our most precious commodity, the youlh o f our State. 1 hey are our future. This 
proposal w ill enable them to fu lfill their dreams and live productive lives. I hose youth 
arc our future investment, who w ill in turn; fu lfill the visions o f our great Stale.

I hank you for your consideration in supporting SB 7(>.

<2 i : ' 2 ( o :O Z - 3 r v 7
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FISCAL NOTE
STATE OI< ALASKA
2007 LEG IS LA TIV E  SESSION

Revision Date/Timo (Note if correction): 
Title

Fiscal Note Number:
Bill Version:
(S) Publish Dale:

CSSB 80(RES)
5/2/07

OIL & GAS PRODUCTION TAX: EXPENDITURES
Dept. Affected: Dept of Environmental Conservation 
RDU Spill Prevention and Response
Component Director's Office_______________

Sponsor
Requester

Wagoner et al
Senate Resources

E x p e n d itu re s /R e v e n u e s

_  Component No. 1392

(Thousands of Dollars)_______
Noto: Amounts do not includo inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Persor.al Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

ICAPITAL EXPENDITURES | I |

ICHANGE IN REVENUES ( ) ! I I

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Spocity Typu--Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estlrnato of any current year (FY2006) cost: 0.0
Mark this box (X) if funding for this bill is included In tho Governor's FY 2008 budget proposal: I

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach o soparato pago lined •; ■vy)
No additional costs are expected with this legislation.

Prepared by: Larry Dletrick
Division

Phono 405-5250
Spill Prevention and Response Date/Timo 2/20/07 4:00 PM

Approvod by: Larry Haitlg___________________________
Agoncy Department of Environmental Conservation

Dato 2/20/2007

(R rvtM tl 1ftf?007 litx fjc  1 C«rv4c*«) Pago 1 of 1



FISCAL NOTE
S TA TE O F ALASKA
2007 L E G IS L A T IV E  SESSION

Revision Date/Time (Note if correction): 
Title Oil & Gas Production Tax: Expenditures

Fiscal Note Number:
Bill Version:
(S) Publish Dale:

Dept. Alfected: 
'RDU

CSSB 80(RES)
5/2/07

Revenue 04
Taxation and Treasury

Component Tax Division
Sponsor
Requestor

Senator Wagoner
(S) Resources

Expend itu res /R evenues

Component No. 

(Thousands o f Dollars)

2476

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Personal Services
Travel
Contractual 124.9 124.9 124.9 124.9 124.9 124.9
Supplies
Et'uipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 124.9 124.9 124.9 124.9 124.9 124.9

ICAPITAL EXPENDITURES I I I I I

CHANGE IN REVENUES ( ) •
* * *

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 124.9 124.9 124.9 124.9 124.9 124.9
1005 GF/Progrnm Receipts
1037 GF/Mental Heallh
Other (Specify Type-Do not abbreviate)

TOTAL 124.9 124.9 124.9 124.9 124.9 124.9

Estimate of any current year (FY2007) cost: 31.2
Ctieck this box (X) if funding for this bill is included In tho Governor's FY 2008 budget proposal: !

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a sapnrato parju if necessary)

‘ This bill would add certain costs relating to improperly maintained property or equipment to the list of costs 
that do not qualify as lease expenditures under AS 43.55.165, the petroleum profits production tax system. 
Under tho bill, the commissioner of revenue, in consultation with the commissioner of environmental 
conservation and the chair of the Alaska Oil and Gas Conservation Commission, would determine whether 
costs are specifically disallowed under this provision. The provision would disallow any costs incurred to 
(1) repair or replace improperly maintained properly or equipment; and/or (2) maintain Ihe operational 
capability of facilities or equipment that aro either shut down or aro diminished in capacity. Tho bill 
effective dato is retroactive to April 1, 200G - tho effective dato of tho petioleum profits tax (PPT).

Jon Iverson and Cltorio Ni"iihuis
Tax

Prepared by:
Division _____________________

Approved by: Jerry Burnett__________
Agency Department of Rovenuo

Phono 269-1033
Dnto/Tlmo 2/20/07 2:00 PM

Dato 2/20/2007

(lUvm wl WIB/7000 OMU) Pago 1 of 2



ANALYSIS CONTINUATION

The impact this bill would have on petroleum tax revenues is indeterminate. Costs identified as disallowed 
under this bill could be categorized as either operating costs or capital costs. The PPT authorizes eligible 
operating costs to be deducted from the petroleum profits tax at a rate of 22.5%; the PPT authorizes 
capital costs to be both deducted at a rate of 22.5% and credited at a rate of 20%, for a combined 
production tax savings of 42.5%. Any set of disallowed costs is likely to be split between these two 
categories in a way that is distinct from that of another set of costs.

Administering this legislation would require one full-time equivalent (FTE) with expertise in oil and gas 
industry practices on the level of a petroleum engineer. The department currently contracts with a 
petroleum engineer for five years at a cost of $624,650, or $124,930 per year, for technical support related 
to petroleum production. It is anticipated that the department would be required lo carry a second contract 
of this magnitude or g re a te r ir> order to fulfill the requirements of this legislation.

FISCAL NOTE #3

STATE OF ALASKA KILL NO. CSSB 80(RES)
2007 LEGISLATIVE SESSION

Pago 2 of 2



FISCAL NOTE
STATE OF ALASKA
2007 LEGISLATIVE SESSION

Revision Date/Time (Note if correction): 
Title

Fiscal Note Number:
Bill Version:
(S) Publish Date:

Dept. Affected:
‘ rdu

CSSB 80(FIN)
5/8/07

Natural Resources
Resource Development

Component Petroleum Systems Integrity Office
Sponsor Sen. Wage r
Requestor Sonato Financo Componont No. 2847

Expend itu res /R evenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES L . . J .....................

CHANGE IN REVENUES ( ) I ...... .. . .
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Spocify Typo-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (f-Y2007) cost: 0.0
Mark this box (X) if funding for this bill is included in the Governor’s FY 2008 budget proposal: I

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separata pngu itnacoss y)
SB 80 would prohibit oil and gas producers from deducting costs related to the repair and replacement of 
property or equipment, that was either not maintained or improperly maintained, when determining the 
taxable value ol oil and gas production. In making the determinations as to which costs were related to 
improperly maintained property or equipment, the commissioner of Revenue would consult with tho 
commissioners of Environmental Conservation and Natural Resources, and the coordinator of tho Petroleum 
Systems Integrity Office (PSIO).

There is no fiscal impact associated with the implementation of this bill.

Prepared by: Kovin Banks. Acting Director Phono 269-8800
Division Oil and Gas Dato/Timo 5/8/2007

Approvod by: Thomas Irwin. Commissioner_______________________________________ Dato 5/8/2007
Ayoncy Natural Re .niin.es____________

( H o t t n e / . ' O M  OM IJ) Page 1 of 1



STATE O F A L A S K A  Fiscal Nole Number:
2007 L E G IS L A T IV E  SESSION Bill Version:

(S) Publish Date:

Revision Date/Time (Note if correction):____________________ Dept. Affectecb______
Title Oil and Gas Production Tax______________________RDU AOGCC
___________________________________________________________ Component AOGCC
Sponsor Senators Wagoner, Therriault, Dyson, et al.________  _______
Requester Senate Resource______________________________ Component No. 2010

REVISED FISCAL NOTE

Expenditures/Revenues_________________________________ (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.______________________
OPERATING EXPENDITURES FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Personal Services 0.0 0.0 0.0 0.0 0.0 0.0
Travel 0.0 0.0 0.0 0.0 0.0 0.0
Contractual 0.0 0.0 0.0 0.0 0.0 0.0
Supplies 0.0 0.0 0.0 0.0 0.0 0.0
Equipment 0.0 0.0 0.0 0.0 0.0 0.0
Land & Structures 0.0 0.0 0.0 0.0 0.0 0.0
Grants & Claims 0.0 0.0 0.0 0.0 0.0 0.0
Miscellaneous 0.0 0.0 0.0 0.0 0.0 0.0

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

ICAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0 |

CHANGE IN REVENUES ( ) 0.0 0.0 0.0 0.0 0.0 0.0 I

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts 0.0 0.0 0.0 0.0 0.0 0.0

1003 GF Match 0.0 0.0 0.0 0.0 0.0 0.0
1004 GF 0.0 0.0 0.0 0.0 0.0 0.0

1005 GF/Program Receipts 0.0 0.0 0.0 0.0 0.0 0.0

1037 GF/Mental Heallh 0.0 0.0 0.0 0.0 0.0 0.0

1162 AOGCC Receipts 0.0 0.0 0.0 0.0 0.0 0.0

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2007) cost: 0 0
Mark this box (X) if funding for this bill is included In the Governor's FY 2008 budget proposal: [

POSITIONS
Full-time
Part-timo
Temporary

ANALYSIS: (A(tacl) a scpaiato page itnocossary)

Any consultation wo provide as part of the Petrolem Systems Integrity Office (PSIO) working group will be 
part of our ongoing responsibilities at the Alaska Oil and Gas Conservation Commission (AOGCC). 
Therefore there will bo no additional fiscal impact on the agency with the passing of this bill.

CSSB 80(RES) 
5/2/07

Administration

Prepared by: Jody J. Colombio, Special Assistant I__________________________ Phono 793-1221
Division Alaska Oil and Gas Conservation Commission  Date/Timo 4/26/07 3pm

Approved by: Rachael Potro. Deputy Commissioner_________________________ Dato <1/20/07
Agency Dopartmont of Administration_________________________________

(U iiv iw in v t iw o M  o m u ) Pago 1 of 1



ALASKA STATE LEGISLATURE
S e n a to r T h om a s H. W a g o n e r

Official Business

• Member, Resources
• Member, Community &c Regional Affairs
• Member, World Trade

Session: Inniuirv -  May 
Slate Capitol, 1/423 
Juneau, AK 99S01
Phone: 907-465-2828 Fax: 907-465-4779

Inter im: May -  December 
145 Main Street Loop; Suite 226 

Kenai, AK 99611 
Phone: 907-283-7996 Fax 907-283-8127

Sponsor Statement 
SB 80 -  Oil and Gas Production Tax: Expenditures

The language in this bill was offered as an amendment to HB 3001, the 
Petroleum Production Tax (PPT) on August 9, 2006 before the Senate 
Special Committee on Natural Gas Development.

The issue which prompted that proposed amendment last August remains, 
and perhaps is even expanded, g;ven the problems associated with the 
ongoing BP corrosion crisis.

Simply put, this bill protects the State of Alaska by encouraging proper 
maintenance efforts; which costs would then be allowed as deductions or 
credits against the PPT.

However, if a company failed to conduct proper maintenance on a pipeline, 
they would not be allowed to utilize the deductions or credits authorized by 
the PPT for their costs to repair that improperly maintained pipeline.

The authority to make a determination on costs related to improperly 
maintained facilities rests with the Commissioner of the Department of 
Revenue, in consultalion with the Commissioner of the Department of 
Environmental Conservation and the newly formed Petroleum Safety 
Integrity Office and relying on good oilfield practice.

The bill is structured lo be applicable on the same date as was the PPT tax 
-A p r il 1, 2006.

SS CS SB 80 (FIN): 5-09-07: rnj



ALASKA STATE LEGISLATURE
S e n a to r T h om a s H. W a g o n e r
• M em ber, Resources
• M em ber, C om m u n ity  & R egional A ffairs
• M em ber, W orlu T rade

Session: lanuarv -  May 
State Capitol, 1/423 
Juneau, AK 99801
Phone: 907-165-2828 Fax: 907-165-1779

Interim: May -  December 
145 Main Street Loop; Suite 226 

Kenai, AK 99611 
Phone: 907-283-7996 Fax 907-283-8’ 27

Sectional Analysis 
SB 80 -  Oil and Gas Production Tax: Expenditures

Section 1: amends AS 43.55.165(e), which establishes criteria that are 
not included as lease expenditures, therefore are not eligible for a 
deduction, by establishing new language in subsection (19), regarding 
costs related to the repair and replacement of property or equipment that 
was not maintained or was improperly maintained.

The costs, or portion of costs, are to be determined by the Commissioner 
of the Department of Revenue, in consultation with the Commissioner of 
Environmental Conservation and Department of Natural Resources, and 
the newly formed Petroleum Safety Integrity Office and relying on good 
oilfield practice

Subsections (19)(a),(b) and (c) set forth which costs are not eligible.

Section 2: provides for applicability to oil and gas produced after March 
31, 2006 (same as petroleum production tax time frame).

Section 3: provides for transitional language for payment of added taxes 
or installment payments due as a result of disallowing any expenditure set 
out in Section 1.

Section 4: provides for retroactive date to same period as the petroleum 
production tax.

Section 5: provides for the effective date of the bill.

SA CS SB 80 (F IN ): 5-09-07: rnj



Official Business

ALASKA STATE LEGISLATURE
Se n a to r T h o m a s I I . W a g o n e r
• Member, Resources
• Member, C o m m u & Regional Affairs
• Member, World Trade

Session: Tanunry -  May 
State Capitol, 1/-123 
Juneau, AK 99801
Phone: 907-465-2828 Fax: 907-465-4779

Interim: May - December 
145 Main Street Loop; Suite 226 

Kenai, AK 99611 
Phone: 907-283-7996 Fax 907-283-8117

Senate Resources

1. Page 3 (lines 21-23): Revised consultation group to include 
commissioner of department of natural resources and exchanged 
“AOGCC" for “PSIO" lead person.

2. Page 3 (line 24): Deleted "relying on the standard
practices of the industry”, inserted “taking into consideration good 
oil field practice”

3. Page 3 (line 26): Inserted "was not maintained"

4. Page 3 (line 27) Deleted previous subsection (B)

5. Page 4 -  Section 3: “Transitional Provisions" -  technical
corrections to clarify costs that are not deductible. Also adds 
subsection explaining when interest would apply to an under­
payment of a tax.

Senate Finance

1. Page 3, line 27: Reinserted previous subsection
(B) -  reversing Senate Resources deletion.

CS SB 80(FIN) 5-10-07 mnj
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Fact Sheet for: Senate Bill 80 Contact: Mary Jackson, 465-2828
Bill Version: CSSB 80 (FIN)

Sponsor: Senator Thomas Wagoner

Short Title: OIL & GAS PRODUCTION TAX: EXPENDITURES

Summary:
* For determining the taxable value o f oil and gas, empowers the commissioner o f 
the Department o f Revenue, in consultation with the commissioners o f 
Environmental Conservation and Natural Resources, and the lead maintenance 
oversight person with the Petroleum Systems Integrity Office, relying on good 
oilfield practice, to disallow costs or portion o f costs determined to be:
* related to repair and replacement o f property or equipment that was not 
maintained o« improperly maintained;

■ incurred to maintain the operational capability o f facilities or equipment shut 
down because o f improper maintenance;

° operating expenses resulting from diminished capacity caused by the lack o f or 
improper maitcnance o f property or equipment.

Benefits:
■ Gives slate agencies the necessary tools to prevent oil producers from deducting 
expenses resulting from improper maintenance o f property or equipment.

■ Prevents the state from shouldering the costs o f repairing or replacing equipment 
that was improperly or was not maintained.

■ Encourages companies to properly maintain equipment by penalizing poor 
maintenance practices.

■ Increases stale revenue.

Background:
• The issue o f tax credits for repairs became a concern in August 2006, when BP 
announced a partial shutdown o f Prudhoe Bay in the wake o f a corrosion-related 
spill that sent an estimated 200,000 gallons o f crude over about 2 acres o f tundra in 
March. This raised the question o f how repairs would be handled under the new 
petroleum production tax enacted through I IB 3001, passed by the 24th Legislature 
during a special session on August 10, 2006. For determining the value subject to 
tax, the new tax structure allows producers to deduct costs associated with the 
production o f oil and gas from the gross value at the point o f production. This bill 
prevents oil companies from deducting expenses resulting from improper 
maintenance. Similar language was offered as an amendment when 1 IB 3001 was 
under debate in the Special Committee on Natural Gas Development in August, but 
failed by a vole o f 5 to 7.

S k il l e d RESPONSIBLE C onservative

http://www.aksenateminority.com


Alaska Oil and Gas Association

M / A ^ %  A  121 W. Fireweed Lane, Suite 207
Anchorage, Alaska 99503-2035
Phone; (907)272-1481 Fax; (907)279-8114

TESTIMONY

OF

THE ALASKA O IL AND GAS ASSOCIATION 

BEFORE THE HOUSE FINANCE COMMITTEE 

REGARDING 

SENATE B ILL 80

MAY 12, 2007

Mr. Chairman and Members o f the Committee.

My name is Judith Brady and I am the Executive Director o f the Alaska Oil and Gas 
Association, or AOGA. AOGA is the trade association for the oil and gas industry in Alaska. 
Our 16 members account for the majority o f oil and gas exploration, development, production, 
transportation, refining and marketing activities in the state. The testimony I am presenting 
today reflects the consensus o f the members of the AOGA Tax Committee, with no dissent. On 
behalf o f each o f them I thank you for this opportunity to testify about Senate B ill 80.

Wc are well aware that the stimulus for this legislation is corrosion discovered in oil 
transit lines at Prudhoc Bay and the resulting partial shutdown of that field last year. However, 
the existing law is more than adequate to address and deal with any culpable misconduct or non- 
conduct that may have given rise to this incident. The State’s first line o f defense is section 
165(a) o f the PPT, which defines deductible costs to be “ ordinary and necessary costs ... that are 
direct costs o f exploring for, developing, or producing oil or gas[.]” 'I'he principles o f the 
Internal Revenue Code apply in determining whether costs are “ ordinary and necessary". See 
AS 43.55.I65(j)(2). Moreover, even when costs arc ordinary and necessary, if they “ arisfc] from 
fraud, w ilfu l misconduct, or gross negligence” they are excluded from deductible costs under 
section 165(c)(6) o f the PPT. In addition, all costs “ incurred for containment, control, cleanup, 
or removal in connection with any unpermitled release o f oil or a hazardous substance" are 
disallowed even if there is no negligence at all. See AS 43.55.165(c)( 16) (emphasis added).
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The State has already accessed $8.75 million from the spill-response “470 Fund” to 
enable the Attorney General and the Department of Environmental Conservation to begin an 
investigation into the State’s potential claims for “ recovery of all slate costs and lost revenues 
including fines and penalties” resulting from corrosion at Prudhoe Bay. See ADEC Division of 
Spill Prevention &  Response, 120 Hour Notification o f Fund Access (20 Nov. 2006) (attached).
I f this ongoing legal investigation shows that the State does have claims for “ lost revenues” due 
to the corrosion, it w ill be able to assert those claims at that time and sue, if necessary, to lecover 
on them.

SB 80 also doubles up the disallowance for “ improper” maintenance lhat already exists in 
paragraph (IS) o f section 165(e) of the PPT, which appears on lines 13-18 on page 2 of CSSB 
80(FIN). Paragraph (18) excludes from otherwise deductible costs an amount equal to 300 per 
"BTU equivalent barrclf.]” That paragraph was added to the PPT legislation at the suggestion of 
Dr. Pedro van Mcurs, who presented that suggestion on the last page o f his memo o f 5 August 
2006 to Senator Wagoner (copy attached), who in turn shared the memo with the Senate Special 
Committee on Natural Gas Development as it considered CSllB 3001(FJN), the PPT Bill. Dr. 
van Meurs wrote:

Another concern that is regularly expressed is that the State should not permit the 
deduction o f costs related to replacing equipment lhat is becoming defective or 
gathering lines that need to be replaced because of corrosion or other problems.
The argument is that these assets should have been better maintained in the first 
place, [emphasis added]

Dr. van Mcurs calculated that, at 900,000 “ BTU equivalent barrels” a day, the 300 exclu­
sion would mean “ the companies w ill pay $ 42.5 m illion more tax per year” (emphasis added).

SB 80 is also seriously flawed in several ways on technical grounds. First, cost 
disallowances under the bill would be triggered by a finding of "improper maintenance". This is 
not a standard or conventional term used in the petroleum industry. SB 80 now requires that cost 
decisions "take into consideration good oil field practice" blit the amendment does not solve the 
problems o f ambiguous standards. Both taxpayers and state auditors would be forced in the first 
instance to interpret and apply "improper maintenance" as best they can. This is all but 
guaranteed to generate disputes and litigation over what is or is not "improper". Eventually court 
decisions might result in a body o f precedent that defines it. But taxpayers, including oil 
companies, deserve to know what is expected of them when they report and pay their taxes, and 
SB 80’s reliance on such an undefined term undercuts this basic principle.
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Second, in addition lo disallowing costs of replacing and repairing “ properly or equip­
ment” that was “ improperly” maintained, CSSB SO(FIN) would, in paragraph (19)(B), disallow 
“ costs of maintaining facilities or equipment shut down because of improper maintenance of 
property or equipmentf.]” We draw your attention to two aspects o f this. One is that the shut­
down “ facilities or equipment” whose costs would be disallowed are not limited to the “ property 
or equipment” that was “ improperly” maintained. The two phrases being used in (19)(B) are not 
the same: it is “ facilities and equipment” whose costs arc disallowed, while it is “ property and 
equipment” whose maintenance is “ improper” . Therefore the two phrases w ill be interpreted as 
meaning two different things even though boll* include “equipment” .

The third technical problem with the Finance CS is paragraph (19)(C), which again runs 
against the State’s best interests. It would disallow “ incremental operating expenses incurred as 
a result of operating facilities or equipment at diminished capacity”  d. to “ improper” mainten­
ance o f “ property or equipment.” As with (19)(B), (C) does not lim it it., disallowance to costs 
for just the “ improperly” maintained “ property or equipment” , but goes beyond to disallows 
costs for operating “ facilities ancl equipment” at diminished capacity. It is in the Stale’s 
economic interest to encourage a partially shut-down field to continue producing as much as it 
can. Just within the context of PPT by itself, the value of the extra taxable production w ill be 
greater than the additional deduction from the increased operating costs, and so the State should 
get more PPT, not less.

Another concern is the potential impact SB SO could have on existing facilities 
everywhere in the state. Corrosion is not a problem unique to fields on the North Slope. It is a 
challenge everywhere there arc structures and facilities made of iron or steel. Moreover, 
corrosion is something that, at most, you can only slow down. Sometimes you can slow it down 
a great deal, but you cannot stop it completely.

This means lhat the older an iron or steel structure or facility is, the greater the cumula­
tive effects o f corrosion arc.

Prudhoe Bay w ill mark the 30"‘ anniversary o f the start o f its production in June o f this 
year. But in the Cook Inlet a number o f fields w ill have their 40'1' anniversaries this year, and a 
few arc closing in on their fiftieth. Our members with Cook Inlet interests arc concerned that 
this legislation, which seems aimed at a particular situation that arose on the North Slope, may 
have unexpected implications and repercussions for them in Cook Inlet.

There are or w ill be facilities and structures in the Inlet area that w ill need to be replaced 
or significantly repaired because o f their corrosion issues in order to remain in operation. When 
those facilities and structures are eventually replaced, there is nothing in SB SO to protect them 
from claims that they were "improperly" maintained and tints the costs of repairing or replacing 
them are limited or disallowed altogether. This uncertainly over whether the costs w ill be fully 
recognized as deductions, and whether the tax credits the “ capital” portion o f those costs w ill be 
fu lly allowed, w ill impair the economics for incurring those expenditures and could well lead to 
fields or facilities being permanently shut-in instead o f re ' ' , ' even longer.^



One final problem with SB 80 as a whole —  and this might someday prove to be an 
important problem —  is the way it w ill deter new companies from coming to Alaska and buying 
used production property or equipment for their own use, instead o f installing or buying brand- 
new ones at much greater expense. This deterrence w ill arise because such a purchaser could 
find a significant amount of its costs associated with its purchased assets being disallowed after 
the purchase, if the Department o f Revenue later claims that the purchased property or equip­
ment had been “ improperly maintained" by the seller. The disallowances under SB 80 arc 
mandatory once “ improper” maintenance is found to have occurred, regardless o f who was 
responsible for it; and there is nothing in SB 80 as it is currently drafted that would protect a 
bona fide purchaser from those disallowances in such a situation.

For all these reasons, we believe SB 80 is unnecessary and inappropriate legislation. We 
thank you again for your time and attention.
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Date: May 12, 2007

To: House Finance Committee

From: Judith M. Brady

Thank you for taking the time lo read this letter. As you know, the Alaska Oil &  Gas Association 
(AOGA) is a private, non-profit trade association representing the majority o f the oil and gas 
companies who operate in Alaska.

In addition to the formal testimony wc w ill provide on SB 80. this letter details our concerns. 
While we understand the concerns that generated the interest in this bill, we truly believe those 
concerns arc already resolved in the current PPT statutes. Moreover, after listening to agency 
managers discussing, in legislative hearings, the troublesome ambiguities and difficulties of 
implementing this bill and its companion, I IB 128, we also believe that, i f passed, SB SO will 
inevitability lead to years o f delay in the tax audit process and almost certainly result in 
prolonged litigation. Wc hope that those o f you who have listened to the hearings in I louse Oil 
& Gas, I louse Resources and House Finance have reached the same conclusions.

Because we believe the State’s interest are already protected and because o f our concent of the 
unintended consequences o f SB 80, wc respectfully request you vote "no" on this legislation.

Following is a shon summary of why we believe the Stale’s interest is protected under the 
current PPT statute.

Current law fully protects the State of Alaska interest itt cost sharing.

> The current PPT reflects zero tolerance for spills and explicitly states that there w ill be no 
state cost sharing for “ costs incurred for containment, control cleanup, or removal in 
connection with any unpcrmitled release or oil or a hazardous substance.”
(AS.43.55.165(e) ( 16).

> The PPT explic itly disallows "costs arising from fraud, w illfu l misconduct, or gross 
negligence" (AS 43.55.(e)(6).

mailto:brady@aoga.org
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> The PPT explicitly states... “ a producer’s lease expenditures for a calendar year are the 
ordinary and necessary costs... that arc the direct costs of exploring fo r , developing, or 
producing oil or gas deposits located within the producer’ s leases or properties in the 
state...’’

>  The PPT explicitly imposes an annual multi-m illion dollar repair/replacement proxy. 
From the beginning of the legislative hearings on the PPT last year, lawmakers made it 
clear that while they might be w illing to consider sharing some o f the oil and gas capital 
and maintenance costs to make Alaska more competitive for additional investment in 
exchange for a higher lax rate, they would not tolerate sharing in costs that were not 
appropriate. Dozens o f hours of hearings were held on what deductions should or should 
not be allowed in determining a company's PPT obligation. The partial shutdown of 
Prudhoc Bay prior to the passage of the PPT brought the question o f cost sharing into 
sharp focus. Twice a proposed amendment to the PPT with the exact language as that 
contained in the original SB SO was introduced to the Senate Special Committee on 
Natural Gas Development, and twice it was voted down because of concerns with 
definitions and implementation -  the same concerns raised by agency managers in 
hearings this year.. Instead, on the recommendation of the State's consultant, Dr. Pedro 
van Mcurs, the Committee adopted an amendment adding a $.30 cent it barrel “ proxy” for 
maintenance-related issues that added millions o f dollars to the PPT tax and answered, 
according to its author. Dr. van Mcurs, both the “ fairness” and the “ practical” concerns 
related to the need for investment in continued maintenance o f aging fields.

In an August S, 2006 memo from Pedro van Mcurs, to the administration, and which has 
been discussed in hearings on SB SO and I IB 128 this year, he discusses both the fairness 
issue (“ Should oil companies receive a tax deduction and tax credit ...for replacing a 

pipeline that was defective and not properly maintained''... and the broader issue "It is 

likely that over time more defective equipment will he identified that needs repair or 

replacements. The Trial hoe Hay oil field is now .10 years old...") Dr. van Meurs 
recommended the Legislature disallow 30 cents per BTU equivalent barrel -  costs a 
company would otherwise be able to deduct - in order to provide a maintenance proxy for 
the Stale. Dr. van Mcurs described the choice o f 30 cents as follows: ‘The US $.30 per 
BTU is based on reasonable capital maintenance costs of fields for which I have 
(confidential) information." This 30 cents a barrel is disallowed regardless of the 
circumstances and adds approximately $47 million in taxes annually for the oil 
companies. The amendment was adopted and became part o f Ihe PPT legislation that 
passed August 10, 2006.

I he Slate is additionally protecting its interests directly related to the North Slope GC 
2/P'S 2 oil spills and shutdowns -  which some legislators have identified as the catalyst 
for SB 80 - through an investigation currently underway. I he Slate has already accessed 
$8.7$ m illion from the spill-rcsponse "470 Fund" lo allow the Attorney General and the 
Department o f Environmental Conservation to begin an investigation into the State’s 
potential claims for "recovery o f all state costs and lost revenues including fines and
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penalties” resulting from corrosion at Prudhoe Bay. See ADEC Division of Spill 
Prevention & Response, 120 Hour Notification o f Fund Access (20 Nov. 2006) 
(attached). If this ongoing legal investigation shows that the State docs have claims for 
“ lost revenues" due lo the corrosion, it w ill he able to assert those claims at that time and 
sue, if necessary, to recover on them.

There are three serious problems with the proposed legislation.

The language is ambiguous and w ill inevitably result in confusion, delay and a backlog o f tax 
litiga tion. The difficu lty o f interpreting and applying the ambiguous language in SB 80 has been 
commented on either in writing or in testimony by managers of Department o f Environmental 
Conservation (DEC); Department o f Natural Resources (DNR) and the Alaska Oil & Gas 
Conservation Commission (AOGCC). Wc arc attaching these letters for your review. AOGA 
has also outlined our concerns on this bill in testimony to the Mouse Oil and Gas, House 
Resources and House Finance Committees.

There were efforts in the Senate and House Committees to respond to some of these concerns but 
even with these changes, problems identified in hearings still remain embedded in the proposed 
legislation -  and particularly in SB 80. Cost disallowances under SB 80 would be triggered by a 
finding o f “ improper maintenance” . T his is not a standard or conventional term used in the 
petroleum industry. As a result, both taxpayers and state auditors would have to, in the first 
instance, interpret and apply as best they could. While SB 80 does say the commissioner of 
DOR, in determining whether maintenance was “ improper” must take “ good oil field practice" 
into account. SB 80 does not make "good oil field practices" the new standard. It is simply a 
standard the commissioner "must lake into consideration". Importantly the amendments adopted 
in I louse Resources to I IB 128 defining "good oil field practices” ; defining “ improper 
maintenance” as "maintenance that is not consistent with good oil field practices” ; and language 
tying decisions to regulations adopted by the Petroleum Systems Integrity Office, were not 
adopted in SB 80. Another issue, as letters from the resource agencies have pointed out, is that 
the standards referred to are normally used as "guidance". They are not intended as a check list, 
because maintenance activities are facility specific.

Auditors must examine a ll costs, whether or not an incident has occurred. SB SO’s general 
application to </// costs, regardless of whether or not there has been an incident, w ill require state 
auditors to determine w hether each capital costs proposed for deductions is or is not the result of 
"improper maintenance" and therefore challengeable. This is a huge issue. I he proposed 
language does not identify what "red flag" would alert a tax auditor to an engineering or 
maintenance problem. The suggestions ventured by DDR managers in hearings regarding what 
might trigger an audit ranged from "newspaper articles”  to "large expenditures". The fact is that 
most newspaper articles would be related lo an incident, which is already covered in the existing 
law and many expenditures in maturing fields are "large". The auditor’ s responsibility to review 
all costs in light o f a possible determination o f "improper maintenance" w ill almost certainly 
result in audit backlogs.
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No final decision can be made before consultation among three agency commissioners and a 
"person’' from the Petroleum Systems Integrity Office. Before any final decision is made as to 
whether an expenditure flagged by an auditor can be deducted, the Commissioner of DOR must 
consult with the Commissioner of DEC and DNR and the newly formed Petroleum Systems 
Integrity Office "person” . (It is noted that this legislation gives this “ person” the same 
consultation authority as commissioners.) There is no guidance about a way forward if there is 
disagreement -  as historically there has been among these three agencies.

The ambiguity of terms, the required application of the “ improper maintenance” test to all 
expenditures, and the resulting consultation process w ill inevitability tangle the production tax 
audit process to a standstill. Alaska risks finding itself once again with years of back tax audit 
delays and litigation over interpretations.

For all these reasons, we believe SB SO is unnecessary and inappropriate legislation. We hope 
you w ill consider these objections before you vole.



ENHANCEMENT OF THE “ GROSS” CHARACTER 
OF THE PPT BILL 

August 5, 2006 
Pedro van Meurs

This memo has been written at tbe request of Senator Wagoner. The request was 
to provide ideas a* to how the “gross” character of the PPT bid can be enhanced,

This memo does not reflect the views of the Administration and Is soleJy meant to 
provide Senator Wagoner with my professional advice on these ideas.

FLOOR

Considerable concern has been expressed about the fact that under some circumstances of 
low prices and high levels of investment, the PPT may result in less severance tax than 
we would have received otherwise under die current severance tax.

This can be prevented with the introduction of a "floor", very similar as v/as introduced 
in House Bill 3004.

The floor would be bsscd on the gross value at the point of production of the taxable oil 
>nd gas.

Roger Marks presented to the Legislature in February this year a direct comparison 
between the various proposed PPT systems and the 4% average on gross that would be 
otherwise applicable to the year 2006.
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These graphs prove lhal at about S 25 per barrel the current ELF produces about the same 
amount as a 22 J/20 PPT.

I f we assume the adoption of a 22.5/20 PPT than one could take the position that the PPT 
should not be less than 4% of gross when the ANS West Coast price exceeds $ 25 per 
barrel.

HB 3004 introduced the concept that at lower prices the North Slope oil becomes 
obviously less economic and it would be counter productive to continue to tax the oil 
industry. Therefore HB 3004 proposes a scale with a lower floor at lower prices.

This overall concept could be combined with the results of the analysis of Roger Marks 
as follows:

Over an ANS price of 5 25 per barrel — 4%
When ANS is between S 20 and S 25 per barrel -- 3%
When ANS is between S 17.50 and S 20 per barrel ~ 2%
When ANS is between S 13 andS 17.50 per barrel -  1%
Below $ 15 per barrel -• 0%

Each year the floor would be compared with the (ax payable under the PPT and if the 
floor is higher, the higher amount would be paid.

Following is an example how the floor would work based on a PPT tax rate of 20% and a 
floor of 4%:

Gross Revenues 100 100 100
Cost deductions 40 90 120
Net Revenues 60 10 -20
PPT Tax 12 2 -4
Floor 4 4 4
Tax payable 12 4 4

I f the Gross Revenue based PPT is higher than the Net Revenue based PPT this extra 
payment can not be recovcicd in following years as a deduction. In other words this 
excess cannot be carried forward in order to be recovered in future years.

Of course, the payment o f the differential between the Gross and Net Revenue based 
PPT cannot be taken as a deduction for the Net Revenue based PPT.



However, any carry forward credits as a result of a (ax loss based on the Net Revenue 
based PPT remain unaltered.

Also under this scheme companies would not loose their capital investment credits of 
20%.

It is also suggested that the additional non-tramferublc tax credits under See. 43.55.024 
of tho proposed House Bill 3001 (FIN) will still be creditable against the Gross Revenue 
Based PPT if this is higher than the Net Revenue Based PPT. These additional non- 
transferablc tax credits were meant lo protect small companies and encourage companies 
outside Cook Inlet and the North Slope. The Gross Revenue based PPT should not harm 
such companies.

INCREASE THE NON DEDUCT ABLE ITEMS

The more costs are being excluded from the Nel '.tevenue calculation the more the overall 
calculation becomes more similar to a Gross Revenue calculation. Therefore, the Gross 
Revenue character o f (he tax can be enhanced by simply adding to the list of items that 
arenot considered lease expcndilures.

There arc two important cost components lhal could be excluded horn lease expenditures: 
• Costs related to gas development under a stranded gas contract, and 
« Capital maintenance expenditures.

Gas development costs under a stranded gas contract.

Much concern has been expressed about the fact that with a net revenue based system 
there could be a joint cost problem in Point Thomson and other similar fields if the 
stranded gas contract would be implemented.

It is argued that all Point Thomson development and operating costs would he deductible 
under the PPT. At the same lime under the stranded gas contract, companies would 
provide a 7.25% share lo the Stale on gross and not pay the 20% or 22.5% PPT on gas. 
It is perceived that Point Thomson is being cross subsidized from what otherwise would 
be tax on oil under the PPT.

My view is that this is not a fair comparison, since reasonably all costs can be absorbed 
by tho condensates. Nevertheless, this issue remains a concern of the Legislators.



It would be possible to add a further item on the list of non deductible costs under 
proposed AS. 43.55.165 (e) of House Bill 3001 (FIN) written as follows (non legal 
language):

- "(19) 75% of the capital and operating costs associated with the Point 
Thomson Unit and other gas fields that arc being developed undcT a 
contract under AS.43.82, with respect (o working interest owners which 
have concluded such a contract."

The 75% is based on the energy equivalent value considering that Point Thomson may 
have 400 million barrels of condensates and 7 -8  Tcf of gas. In other words, the capital 
and operating costs would be allocated on an energy equivalent basis between 
condensates and gas. It is believed that many potential gas fields on the North Slope will 
have condensates and that these percentages may vary.' For purposes of (he bill, this 
percentage would be simply fixed.

The 25% allocated to condensates would be deductible for PPT purposes and would 
receive the related tax credits.

The 75% allocated to gas would not be deductible for PPT purposes and would not 
receive the related tax credits.

It can be assumed that the PTU would require a 5 2.5 billion capital expenditure. Based 
on a 100% working interest, this arrangement would not receive a PPT tax reduction of 
S 750 million during development of the field. Assuming a S I billion operaiing 
expenditure over the life time o f the field, it would mean that over time companies 
would pay $ 150 million more tax during the operation of the field.

This is a significant tax increase, but in the total scheme of PPT taxation over the next 30 
years this may represent only I%-2% more lax.

Nevertheless, it would make the economics of Point Thomson development less 
attractive on an incremental basis and it would therefore make the entire gas project less 
attractive econpmically.

An interesting side effect o f this arrangement is that it would place Chevron and other 
minority interest holders in a much better position relative to the sponsors. These 
companies have expressed concern that they would be discriminated against relative to 
the three sponsors. I f Chevron and others do not join the stranded gas contract or would 
not be able to enter into a uniform upstream contract, they would at least benefit 
considerably relative to the .Sponsors since they would receive the full tax deductions and 
credits. At the same time such companies would, of course, have to pay the full PPT on 
their gas income and therefore it is logical to permit them these tax crcd ls and 
deductions.



Deemed Capital Maintenance Costs

Another concern that is regularly expressed i9 that the State should not permit the 
deduction of costs related to replacing equipment that is becoming dctrcit^.of^atKefmg 
lines that need tqj)e.r^placc/lheeiUL££.of corrosion or other problems. The argument is 
that these assets shoutvi have ueen better rnaintamea in ihe first pface.

It should be noted (hat in most oil and gas fields, assets will have to be replaced after the 
technical life of such assets has expired. Therefore, such replacements are reasonable 
lease expenditures and are required to protect the health and safety o f the workers and to 
protect the environment. Nevertheless, it is possible to exclude them from the lease 
expenditures under AS 43.55.165 (e) i f this is politically desirable. A section could be 
added as follows (non legal language):

• (20) deemed capital maintenance expenditures which shall be capital
expenditures equal to US S 0.30 per BTU equivalent barrel taxable 
production.

The US J 0.30 per BTU equivalent barrel is based on reasonable capital maintenance 
costs of fields for which I have (confidential) information. Based on a production of
900,000 barret equivalent per day, this means that about S 100 million in capital 
expenditures per year will not be deductible for PPT purposes. Based on a PPT rate of 
22.5% and a lax credit rate of 20% this means lhal the companies will pay 5 42.5 million 
more tax per year.

An interesting side effect is that companies that would have a low level o f capital 
expenditure per band would feel Ihe effect more on a relative basis than companies that 
would havcNa high level of capital expenditures per barrel. Companies that re-invest 
strongly are therefore harmed less by this provision than typical harvesters.
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The purpose of this mcmprandum is to notify you of the use of the Response Account of the Oil and 
Hazardous Substance Release Prevention and Response Fund. The Department of Environmental 
Conservation (DEC) is accessing funds' from the Response Account at;the request of the Department 
of Laty (DOL) for. their: 1) investigation of BP’s pipeline maintenance and corrosion management 
practices associated with the GC-2 and FS-2 oil spills; 2) pursuit of.appropriate enforcement and legal 
action for violations of state law; and 3) recovery of all state costs and lost revenues including fines 
and penalties.

AS 46.03.045(b) requires DEC tp provide a written report to the Governor and to the Legislative 
Budget and Audit Committee within 120 hours of using money in the Response'Account The report 
must summarize the release, and the costs of the state’s actions, both taken and anticipated.

Summary of tho Release. The GC-2 oil spill occurred on March 2, 2006 and the FS-2 oil spill 
occurred on August 6, 2006. Both spills occurred from transit pipelines operated by BP in the 
Prudhoc Bay oil field. DEC previously accessed the Response Account for the GC-2 Transit Line 
Release on March 3 and March 20 and for the Flow Station 2 Release on August 10, 2006. This 
action was necessury to respond, and conduct oversight to ensure containment, cleanup, mitigation 
and restoration of the imminent and substantial threat posed by these spills. DEC has also 
participated in the investigation of the cause of these spiUs as well as conducting review and 
mitigation for assessment, repair and replacement of the pipelines and associated corrosion problems. 
Details concerning the releases and additional information are available on the Unified Command 
website for these incidents at:

www.decJstatejik.us/?par/perp/rei't:onaft^um fyQ6/Q6Q3Q23Ql/Q6Q3Q23QL index.blm

www.decjtatc.ak.us/jpar/pcrp/resporisc/sum fvQ7/06Q8Q63Ql/060806301 index htra

http://www.decjtatc.ak.us/jpar/pcrp/resporisc/sum


The state has incurred costs for response, oversight, mitigation, assessment, repair and replacement of 
corroded pipelines. Moreover, the state incurred substantial losses in revenue from royalty, severance 
tax and corpprate income taxes from the less of crude oil production as a result of these spills. The 
Department ofRevenueis preparing estimates of the lost revenue to the state.

Anticipated Costs.
DOL has requested $8,752,970 to investigate the GC-2 and FS-2 spills and seek recovery of all state 
costs and lost revenues. Investigation costs are estimated as follows: personnel - 5585,370; travel - 
57,600; and contractual - S8,160,000. The largest component of these estimated costs is associated 
with, managing the BP document production which has been estimated by BP to involve over 208 
million pages of documents. BP has retained national counsel Vinson & Elkins to assist it in 
responding to the state and federal subpoenas for these two incidents.

DOL is investigating and reviewing legal options for assessment of oil spill penalties against BP and 
recovery of all costs and damages incurred by tho state, due to the spill related production shutdowns. 
DOL seeks to retain experienced outside counsel to assist with these claims.

DOL will act as the Project Manager responsible for budget management, obligations/expcaditure 
approval, fund report documentation, justification and cost recovery for this action.

The balance of the Response arid Response Mitigation Accounts, reported by tho Department of 
Administration on November 15, 2006 is £51,257,451.90. DOL's request will result in the 
imposition of the $.01 per barrel of oil surcharge, since the cumulative balance in these accounts will 
be reduced to below $50,000,000.

DEC is required to seek reimbursement promptly for the cost incurred in cleanup or containment of 
oil or a hazardous substance that has been released. The Department ofLawwill document all costs 
and seek recovery of all state costs and lost revenues in conjunction with the enforcement and legal 
actions taken for these releases.

Any additional use of the Response Account will be reported.

cc: Gene Thcrriault, Chairman, Legislative Budget and Audit Committee
William Corbus, Commissioner, Department of Revenue 
Kurt Fredriksson, Commissioner, Department of Environmental Conservation 
David Marquez, Attorney General, Department of Law 
Scott Nordstrand, Commissioner, Department of Administration

The Honorable Frank H.- Murkowski 2 * , November.20,2006
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February 20, 2007

The Honorable Tom Wagoner 
Slate Scnaic 
Alaska Slate Capitol 
Juneau, Alaska 99801-1182

Dear Senator Wagoner:

Thank you Tor the opportunity lo review SB 80 regarding allowable lease expenditures Tor credits 
and deductions under the Petroleum Production Tax, ( would like to offer a tew comments on the 
hill.

First, ihe term "standard practices o f the industry" may be difficult for the agencies to apply. It is 
my understanding that "standard industry practices" arc not svcll defined when it comes to 
corrosion and maintenance. It is thus unclear what mechanism the Tax Division would employ to 
allow or exclude a deduction or credit for a certain cost.

I am also concerned about “ relying on" the “standard practices o f the industry”  because the 
taxpayers would be providing and setting the standard. Whether die concept o f “ standard 
practices o f the industry" is an appropriate benchmark depends on whether the industry has set 
and followed an appropriate standard.

Accordingly. I suggest changing “ relying on" lo "inking into consideration.”  This change would 
expand what the Deportment o f Revenue could consider in determining whether a toxpaycr 
improperly maintained property or equipment. Changing the language to “ taking info 
consideration" doesn't limit the inquiry to industry pruciicos, where the industry practices arc 
inappropriate.

In addition, section ( 19)(C) seems unclear. This section excludes costs “ for operating facilities or 
equipment at diminished capacity in proportion to the amount o f diminished capacity that is 
caused by the improper maintenance o f properly or equipment." A possible interpretation could 
he that the taxpayers should not operate facilities unless they are going full bore (not at 
diminished capacity). I f  there arc other facility costs the bill is trying to exclude, the language 
inuy need to be more specific, with n focus on ‘ ineromeutnl operating expenses incurred as u 
result o f operating facilities or equipment at diminished capacity that is caused by improper 
maintenance o f property or equipment."

http://www.lox.state.ak.us
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The Honorable Toni Wagoner 
February 20, 2007

With these edits, the language of the bill would be os follows:

(e) For purposes of this section, lease expenditures do not include:

(19) costs or that portion of the costs determined by tho
(20) commissioner, in consultation with the commissioner of environmental
(21) conservation and the chair of the Alaska Oil and Gas Conservation Commission
(22) and taking into consideration [relying onj the standard practices of the industry, to be
(23) (A) related to the repair and replacement of improperly
(24) maintained property or,equipment;
(25) (B) incurred to maintain the operational capability of
(26) facilities or equipment shut down because of improper maintenance of
(27) property or equipment; or
(28) (C) incremental operating expenses incurred as a result of operating 

facilities or equipment at diminished capacity that is caused by improper
maintenance of property or equipment [for operating facilities or 
equipment at diminished

(29) capacity in proportion to the amount of diminished capacity that is caused
(30) by the improper maintenance of property or equipment],

It is worth noting that AS 43.05.230 and AS 40.25.100 protect sensitive taxpayer information 
through confidentiality. To the extent SB 80 would require llie Department of Revenue to share 
such information with other agencies, those agencies would be subject to the confidentiality 
requirements.

The Tax Division is studying the bill and will likely hnvo further suggestions. Thanks again for 
the opportunity to provide input. Wc look forward to working with you.

Sincerely,

Jonathan E. Iversen 
Director



From: Hay, Linda
Sent: Monday, February 19, 2007 12:29 PM 
To: Mary Jackson; Konrad Jackson 
Subject; SB 80 DEC Comments

Mary & Konrad - Here are the initial reactions from our folks in the Spill Prevention and 
Response Division. I w ill be over in the Capitol this afternoon and can stop by if either of you 
would like. Based on the legislation as currently written, we w ill be issuing an indeterminate 
fiscal note. Please bear ir mind that this could change with possible amendments:

SB 80 & HB 128 provides a mechanism whereby costs or that portion o f the costs related to 
repair and replacement o f improperly maintained property or equipment would not be considered 
lease expenditures and thereby precluded from consideration for certain deductions or credits.

The legislation requires the determination be made in consultation with the Commissioner of 
Environmental Conservation and chair o f AOGCC.

Whether or not such costs should be considered lease expenditures is a Revenue policy matter 
outside DEC's jurisdiction.

The extent to which the DEC Commissioner can contribute to the determination is probably 
limited. DEC may or may not have information or access to information regarding the operation 
or maintenance of certain property or equipment. It is likely that DEC would not have 
information or access to information related to property or equipment that is not subject to DEC 
regulation or oversight. DEC also is not likely to have cost information for property or 
equipment it does regulate. For example actual spill response costs or costs for repair or 
replacement o f pipelines is not something required by DEC where those costs are directly borne 
by the operator.

DEC can offer its technical expertise or insights so there is likely no downside to inclusion in the 
consultation process. It should just be recognized that DEC's ability to be definitive or to have 
information or access to information important to this determination is probably limited.

It is possible that Revenue or DNR has a better means for acquiring this information through 
their various leasing or taxing authorities and it would seem that adequate substantiation for such 
costs would be subject to accounting rules and justification to substantiate any requests. In that 
regard the PPT regulations might be an avenue where the justification for including any such 
costs as lease expenditures would have to be documented and substantiated to the extent needed 
for accountants and the state to make a determination.

Linda Hay
Legislative Liaison
Dept, of Environmental Conservation
Commissioner's Office



Disallowing “deemed capital maintenance” costs 
August 8, 2006 

Pedro van Meurs

The shut down o f Prudhoe Bay has brought in sharp focus that some o f the facilities on 
the North Slope may be in poor shape.

The repair of such facilities could involve billions o f dollars over the next two decades.

This raises firstly a fairness issue. Should companies receive a tax deduction and tax 
credit together for 40% o f the value (under tire 20/20 system) for replacing a pipeline that 
was defective and not properly maintained (as BP admitted during their short 
presentation to the Senate Committee). The pipeline replacement may also be subject to 
the “ 2 for I ” formula which would raise the contribution o f Alaska to 50%.

However, at the same time this raises a broader issue. It is likely that over time more 
defective equipment w ill be identified that needs repair or replacement. Tire Prudhoe 
Bay oil field is now 30 years old and the continued operation for the next 30 years may 
pose a variety o f problems.

In cost control there has always been a rather important “ grey area" between “ repair” 
and “betterment or replacement".

Under accounting rules i f  expenditures arc inaJc to replace an asset or improve the asset 
in a manner that provides it with a longer technical asset life, these costs are typically 
considered "capital" expenditures, i f an asset is merely repaired it is an “ operating" 
expenditure. For auditors it is often difficult to determine the difference.

Under the PPT the capital expenditures can be deducted and also receive a tax credit o f 
20%. Operating costs can only be deducted. It is therefore logical for companies to try 
to consider repairs as much as possible as capital expenditures by arguing that they 
created a “ betterment" o f the equipment. Or they may decide to simply replace the asset 
even i f it can bo repaired because o f the tax deductions and credits. This could be an 
area o f misuse under the PPT. A significant percentage o f the operating costs could slip 
into the capital costs to the detriment o f the State.

For all these reasons one could simply disallow a small part o f the total capital 
expenditures as “ lease expenditures". In this case they cannot be deducted or used for tax 
credits.

M y suggestion is lo disallow the first S 0.30 per BTU equivalent barrel as “ lease 
expenditures".



A section could be added to AS 43.55.165 (e) o f the bill as follows under non deductible 
lease expenditures (non legal language);

• (20) deemed capital maintenance expenditures which shall be capital
expenditures equal to US $ 0.30 per BTU equivalent barrel taxable 
production.

The US S 0.30 per BTU equivalent barrel is based on reasonable capital maintenance 
costs o f fields for which I have (confidential) information, Based on a production o f
900,000 barrel equivalent per day, this means that about $ 100 million in capital 
expenditures per year w ill not be deductible for PPT purposes. Based on a PPT rate o f 
20% and a tax credit rate o f 20% this means that the companies w ill pay S 40 million 
more tax per year.

I believe that this would provide a good answer to possible public criticism that under the 
PPT we would provide 50% o f the replacement costs o f pipelines as a result o f the 
Prudhoe Bay shut down. I believe this would be popular with the Senate and the House. 
This could enhance the probability that the PPT would pass.
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550 WEST 7™ AVENUE, SUITE 8CO 
ANCHORAGE, ALASKA MSOISSOO 
PHONE: (107) 269-0000 
FAX: (907) 269 -3033

SARAH PAUN, GOVERNOR

The Honorable Tom Wagoner 
^viaaka State Legislature 
SrAie Capitol
Juneau, AlaskA 99S01-1182 

Dear Senator Wagoner,

This is in response to your letter to Tom Irwin dated February 12,2007. Thank you for the 
opportunity to review SB 80 regarding certain credits and deductions against the Petroleum 
Production Tax. I would like to offer a few comments and suggestions regarding the bill. Some of 
those issues have been discussed with the State Pipeline Coordinator’s Office, the Alaska Oil and 
Gas Conservation Commission (AOOCC), and tho Department of Environmental Conservation

i  agree that the commissioner of Natural Resources should be ono of the commissioners with whom 
tho Department of Revenue (DOR) consults on certain costs related to improperly maintained 
property or equipment. The Department of Natural Resources (DNR), in representing the state as 
the landowner, is preparing to closely review the issue of system integrity and take necessary action 
as part of the function of the Petroleum System Integrity Office (PSIO). As the coordinating agency 
of the DNR, the F3IO will havo tho loading rola coordinating system integrity issues with other 
;~:r.cics such as tho DEC and AOGCC.

Second, I would point out that it may be difficult for the agencies to rely on “ standard practices of 
the industry." Although “standard industry pructicea" is a commonly used term, it is not a term of 
art. You could attempt to define and reference standards, such as ISO standards and guidelines, set 
by various associations such as API and ASME. However, standards for corrosion control and 
monitoring lie not well established. There aro no standards that the Division of Oil and Gas is 
aware of lhat would provide a measure from which to base a decision for corrosion and maintenance 
of facilities and equipment.

As an alternative, the Division of Oil arui Gas I* recommending language be included that define* 
the standard as “considering practices undertaken by a reasonable and prudent operator under the 
same or similar circumstances.'’

It may also be difficult for agencies (o define or establish "improper maintenance" or “ improperly 
maintained" in order ro use it as a standard foe costa. Ihe Divj&jon of Oil and Gas suggests that you 
consiJer wonting such . "improper maintenance as indicated by an unanticipated failure." 
Alternatively, you mlghr consider “proper maintenance" defined us tho replacement of equipment 
based on a regular or routine surveillance of the property, equipment, or facilities.

(DEC).

"Develop, Consent, and Enhance Natural Rttaurctt for Present and Future Alaskans.”
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Division of Oil & Oas 
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Finally, I would suggest that DOR be required to provide its consulting agencies with specific data 
<uid records relevant to die repair, replacement, and maintenance of the property, equipment, or 
facility for which lease expenditures are being claimed under AS 43.55.165. Of course, the taxpayer 
confidentiality provisions in AS 43.05.230 would apply to this information.

DNR is continuing to study the bill and may have additional suggestions for you. Again, I 
appreciate the opportunity to offer comments and to work with you.

Acting Director

cc: 1 cm Irwin, Or^olssJonex, DNR
Jonne Slemons, Acting Coordinator PSIO 
Marie Croaley, DO&G
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February 16, 2007
The Honorable Thom »s H. Wagoner 
Alaska State Legislature 
State Capitol, //427 
Juneau, AK 99801

Re: SB 80

Dear Senator Wagoner,

This is in response to your February 12 letter requesting comments regarding the 
referenced legislation.

As an independent regulatory agency, the Alaska Oil and Gas Conservation Commission 
(AOGCC), does not have a position either in favor o f or against this bill. We do 
however, understand, and agree with the premise that an operator should not be allowed 
to shill costs resulting from substandard maintenance practices to the State through tux 
deductions for lease expenditures.

Our main concern w ith the bill is the absence o f a precise definition o f improper 
maintenance. The bill proposes relying on standard practices o f the industry to gauge 
whether there has been improper maintenance; but often there are no established industry 
standards to rely upon. Even when standards have been established by the American 
Petroleum Institute (API) or sim ilar professional organizations, they are normally only 
recommended practices. Also, such industry guidelines are subject to change, which 
raises a question about whether an operator should be held to the most recent standard or 
to the standard prevailing when the alleged improper maintenance decision was made.

In some instances it w ill be obvious that there has been improper maintenance. In other 
instances (particularly well systems and equipment) the AOGCC w ill be required to 
consider design, installation, operation, and maintenance (all arc integral to a 
determination o f impropriety); and, making some determinations w ill require detailed 
investigation (perhaps including testing- non-destructive, destructive, mctallurgic, etc.) 
and application o f expertise not readily available within this agency.

Another concern is tho tact that much o f the equipment and systems in an oilfie ld that are 
subject to maintenance (and thus failure due to improper/inadequate maintenance) are not 
regulated by cither AOGCC or Department o f Environmental Conservation. This raises 
questions about how to judge “ improper maintenance" in the absence o f regulatory 
authority and oversight responsibility for such systems and equipment.

SARAH PALIN, GOVERNOR

333 W. 7th AVENUE. SUfTE 100 
ANCHORAGE, ALASKA 00501-3530 
PHONE (907) 279-1433 
FAX (907) 270-7542

A n n r  \ i c



Finally, one can never lose sight o f the fact that significant technological advances have 
occurred as a result o f innovations which at the time were departures from .standard 
industry practices. Also, engineers sometimes learn more through failure than from 
success. Often there is no indication something is being done improperly until a failure 
has occurred, but it is through analyzing the failure that the root cause can be detennined 
and changes made going forward. This is simply the nature o f engineering. In fact, there 
is a book entitled “To Engineer is Human: The Role o f Failure in Successful Design” that 
describes and gives examples o f this process.

Let me reiterate that we understand and agree with the intent o f this legislation which is 
to prevent an operator from shifting financial responsibility to the State for costs resulting 
from the operator’s improper maintenance practices. We do however, wish to point out 
some o f the practical difficulties that may arise in determining whether maintenance has 
been improper.

One last point - we suggest deleting the words "the chair o f  at line 22 on page 3. It is 
our supposition that the bill is worded this way to ensure prompt consultations on 
maintenance issues. We can assure you however that consultation with the commission 
(as opposed to just the chair) w ill not delay our response time should wc be given this 
responsibility

Thank you for allowing us this opportunity to comment.

cc: Fat Galvin, Commissioner 
Department of Revenue

Larry Hartig, Commissioner 
Department of Environmental Conservation

Tom Irwin, Commissioner 
Department of Natural Resources
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Sarah Palin STATE OF ALASKA April 18th, 2007
GOVERNOR O F F I C E  OF THE GOVERNOR

J uneau

ADMINISTRATIVE ORDER NO. 234

I, Sarah Palin, Governor o f (he State o f Alaska, under the authority o f art. Ill, secs. 1 
and 24, o f the Alaska Constitution, and AS 44.17.060, name the commissioner o f the 
Department o f Natural Resources as the coordinator o f oversight o f facilities, equipment, 
infrastructure, and activities designed to explore for, produce, process, or transport oil and 
natural gas from, across, or w ith in state oil and natural gas units or leases. This Order 
authorizes and directs increased and assertive oversight activities on state oil and natural 
gas units and leases by the Department o f Natural Resources. These oversight activities 
include all activities relating lo all facilities, equipment, and infrastructure. This Order also 
provides for coordination among state agencies o f oversight on oil and natural gas matters 
on state land.

Nothing in this Order affects the authorities or responsibilities o f state agencies with 
permitting, authorization, or oversight authority over oil and natural gas activities on state 
oil and natural gas units and leases, including advocacy by the Department o f Law before 
the Federal Energy Regulatory Commission and state regulatory commissions, the 
development o f fiscal terms under AS 43.82 or any later-enacted statute on development o f 
such fiscal terms, or construction and maintenance o f surface and air transportation 
infrastructure by the Department o f Transportation and Public Facilities under other legal 
authority.

FINDINGS

1. It is in the best interests o f the people o f this state and the nation lhat oil and natural 
gas exploration, production, and transportation facilities within this state be 
designed, constructed, operated, and maintained in a safe and environmentally sound 
manner. Oversight by state agencies with legal jurisdiction over the facilities, 
equipment, infrastructure, and activities designed to produce and transport oil and 
natural gas must be efficient, effective, and capable o f ensuring compliance with 
state law.

2. It is in the best interests o f the people o f this state and the nation that oil and natural 
gas infrastructure in this slate be designed, constructed, operated, and maintained to 
minimize the economic impacts to ongoing functions o f state government caused by 
unplanned interruptions or reductions in oil and natural gas production in this state.

http://gov.state.ak.us/admin-orders/234.htmI 5/8/2007
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3. It is in the best interests o f the people o f this state and the nation that oil and natural 
gas infrastructure be maintained to avoid premature abandonment, which would 
cause waste o f the state's resources.

4. It is in the best interests o f the people o f this state to utilize existing slate government 
structures and processes to the maximum extent possible, and to effectively 
coordinate all slate resources associated with oversight ot facilities, equipment, 
infrastructure, and activities designed to produce oil and natural gas from state oil 
and natural gas units and leases.

5. The Department o f Natural Resources has the authority under AS 38.05 and AS 
44.37.020(a), and understate oil and natural gas leases, to exercise oversight of all 
oil and natural gas facilities, equipment, infrastructure, and activities on state oil and 
natural gas units and leases.

ORDER

To further these findings, I, Sarah Palin, Governor o f the State o f Alaska, order and declare 
the following:

1. In regard to matters other than those relating to the development, and adoption or 
issuance, o f regulations, standards, permits or other authorizations under federal, 
state, or local law, or to facilities subject to the United States Federal Highway 
Administration or the United State's Federal Aviation Administration oversight, the 
commissioner o f the Department o f Natural Resources is the lead offic ia l for 
communication and coordination with appropriate federal agencies, and with local 
governments, related to oversight o f oil and natural gas exploration, production, and 
transportation on state oil and natural gas units and leases. The commissioner o f the 
Department o f Natural Resources may delegate duties under this Order to a qualified 
designee from the Department o f Natural Resources.

2. The commissioner o f the Department o f Natural Resources is the lead officia l for 
communication and coordination among the following Designated Agencies 
regarding oil and natural gas infrastructure and activities on state oil and natural gas 
units and leases: Department o f Environmental Conservation; Department o f Fish 
and Game; Department o f Public Safety; Department o f Revenue; Department o f 
Transportation and Public Facilities; Department o f Labor and Workforce 
Development; Department o f Law; Department o f Natural Resources; Alaska Oil and 
Gas Conservation Commission; and the director in the Governor's Office in 
Washington, D.C'.

3. The commissioner shall establish a Petroleum Systems Integrity Office (PSIO) and 
designate a Petroleum Systems Integrity Office Coordinator (PSIOC). The PSIOC is 
the lead state officia l in exercising oversight o f the maintenance o f facilities, 
equipment, and infrastructure for the sustained production and transportation o f oil 
and natural gas resources in this state, including such facilities, equipment, and

http://gov.state.uk.us/udmin-ordcrs/234.html 5/8/2007
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infrastructure not currently within the jurisdiction o f a Designated Agency.

4. Each Designated Agency shall appoint a Liaison Officer who shall report to the head 
o f that Designated Agency. The Liaison Officer shall coordinate w ith the PSIOC. 
Liaison officers shall serve as the primary point o f contact representing their 
respective Designated Agency.

5. The PSIOC shall establish, conduct, and coordinate through the Liaison Officers a 
process to comprehensively assess current state agency jurisdictions, standards, and 
practices on matters subject lo this Order. That assessment shall identify all state 
agencies' detailed statutory and regulatory authority and practices; any gaps in 
statutes, regulations, resources, practices, or oversight regarding oil and natural gas 
facilities, equipment, infrastructure, and activities on state oil and natural gas units 
and leases; and the risks associated with any gaps. Analysis done under this 
paragraph is intended to preclude duplication o f effort, and provide a comprehensive 
and cost-effcctive approach to determine the appropriate state oversight o f oil and 
natural gas facilities, equipment, infrastructure, and activities on state oil and natural 
gas units and leases.

6. 'I he PSIOC shall lead the interagency effort, through the Liaison Officers, to 
evaluate industry oversight o f oil and natural gas facilities, equipment, infrastructure, 
and activities on state oil and natural gas units and leases. Designated agencies, to the 
extent authorized through existing legal authorities, shall require the industry 
businesses to provide a comprehensive description o f current practices that includes 
the quality control, quality assurance, monitoring, inspection, and other practices the 
business uses to ensure the integrity and reliability o f oil and natural gas facilities, 
equipment, infrastructure, and activities. The PSIOC shall coordinate the review o f 
these evaluations and descriptions, identify gaps, and seek remedial action. The 
PSIOC shall make recommendations to the commissioner o f the Department o f 
Natural Resources regarding enforcement actions by the Department o f Natural 
Resources and eases to be referred to other state, local, or federal agencies for 
appropriate civ il or criminal penalties available under the law.

7. On an ongoing basis, the PSIOC shall coordinate the oversight activities o f the PSIO 
with the Designated Agencies. The Designated Agencies shall participate in 
interagency activities led by the PSIO and provide other technical assistance as 
requested by the PSIO.

S. Unless contrary to any dispute resolution process in statute or regulation, in the event 
o f an interagency dispute between Designated Agencies regarding a matter covered 
under this Order, Liaison Officers shall raise the issue to the PSIOC, who shall 
resolve Ihe interagency dispute to the maximum extent possible in accordance with 
law. I f the interagency dispute cannot be resolved by the PSIOC, the matter shall he 
elevated to the affected Designated Agency heads and the commissioner o f the 
Department o f Natural Resources. I f  an interagency dispute cannot be resolved by 
the affected Designated Agency heads and the commissioner o f the Department o f 
Natural Resources, the matter shall be elevated to the governor.

{). Consistent with AS 44.23.020, the attorney general, as legal advisor for the state, 
shall provide legal services to the PSIO, the PSIOC, and all Designated Agencies.

htlp://gov..slate.ak.u:.7admin-orders/234.html 5/8/2007
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10. This Order is for administrative purposes only. It neither creates any third-party 
rights nor modifies the statutory and regulatory authority o f Designated Agencies.

11. The PSIOC shall submit lo the commissioner o f the Department o f Natural 
Resources and lo the governor periodic progress reports that summarize evaluation, 
coordination, review, and oversight activities done under this Order and 
accomplishment o f those activities.

DEFINITIONS

In this Order,

1. "Designated Agencies" means the Department o f Environmental Conservation; 
Department o f Fish and Game; Department o f Public Safety; Department o f 
Revenue; Department o f Transportation and Public Facilities; Department o f Labor 
and Workforce Development; Department o f Law; Department o f Natural Resources; 
Alaska O il and Gas Conservation Commission; and the director in the Governor's 
Office in Washington, D.C.;

2. "equipment" means machinery that is not a permanent fixture, is located on either a 
state oil and natural gas unit or lease, and is used to operate, construct, clean, or 
otherwise service oil and natural gas infrastructure and facilities;

3. "exploration facility" has the meaning given in AS 46.04.900;

4. "facilities" includes exploration facilities, oil terminal facilities, and production 
facilities;

5. "infrastructure" means all oil and natural gas pipelines, both onshore and offshore, 
including production facilities, lin ; pipe, valves, and other appurtenances connected 
lo line pipe, pumping units, and fabricated assemblies associated with pumping units, 
llow lines, separation facilities such as gathering centers and How stations; 
transmission pipeline; above-ground oil storage tanks; oil or natural gas processing 
facilities, including seawater and produced water facilities; and all offshore platforms 
intended for use in oil and natural gas exploration or production

6. "Liaison Officer" means an officer or employee from a Designated Agency 
appointed to represent and report to the head o f that Designated Agency and to serve 
as the primary point o f contact between that Designated Agency and the PSIO and 
PSIOC;

7. "oil terminal facility" has the meaning given in AS 46.04.900;

S. "production facility" has the meaning given in AS 46.04.900;

http://gov.stato.ak.us/admin-orders/234.html 5/,S/2007
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9. "PSIO" means the Petroleum Systems Integrity Office established under this Order;

10. "PSIOC" means the Petroleum Systems Integrity Office Coordinator designated 
under this Order;

11. "transmission pipeline" has the meaning given in 18 AAC 75.990.

REVOCATION OF AND RELATIONSHIP TO OTHER ADMINISTRATIVE
ORDERS

Administrative Order No. 229 is revoked. This Order supplements Administrative Order 
Nos. 134 and 187 and shall be inteiprctcd as being complementary to those Orders. Unless 
contrary to any dispute resolution process in statute or regulation, any conflict among the 
Orders shall be resolved by the heads o f the affected Designated State Agencies; i f  an 
interagency disagreement remains, the governor w ill resolve the conflict.

This Order takes effect immediately.

DATED at Juneau, Alaska, this 18th day o f April, 2007.

/s/Sarah Palin 
Governor

V yW V ^ .O O Y . S T A T E  . A K . U S ,
/> dmlnlstralivg Ordora 201-present I CaotacUhe Governor | Webmaster | state of Alaska

http://gov.state.ak.us/admin-orders/234.htmI 5/8/2007

http://gov.state.ak.us/admin-orders/234.htmI






.DATE: 5/2/07 FURTHER:

D A T E T U R N E D ^ ^  Q cso rL 
IN TO OFFICE:

Finance Committee considered SENATE BILL NO. 80

SB 80 OIL & GAS PRODUCTION TAX: EXPENDITURES

"An Act relating to allowable lease expenditures for the purpose of determining the production tax value of oil 
and gas for the purposes of the oil and gas production tax; and providing for an effective date."

and recommends:
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[ ] attached amendment(s)

[ j adopt_________________________ Letter of Intent

[ ] further referral to ________________ Committee

NEW FISCAL NOTE(S): PREVIOUS FISCAL NO fE(S):

SENATE FINANCE COMMITTEE REPORT

s ENATE BILL:
ny f  Same Title
t ] New Title

HOUSE BILL:
\ ] Same Title
f ] Technical Title

Change
f 1 New Title w/

SCR#

MAY 0 8 2007

SENATE FINANCE COMMITTEE

R E P O R T E D  O U T

Department Date Fiscal Indet. Zero FN#

v /

Department Date Fiscal Indet. Zero FN#

R d m \n * 1

D f c . ^ 2 .

j^sJCLT? 02. IZ 4 f5 $  ̂

[ ] APPROPRIATION - no tisca l nolo

SIGNATURES AND RECOMMENDATIONS: PRINTED 
LAST NAME

Do
Pass

Do Not 
Pass

No Rec A mend

2  I ) r  O rO
\  W  g- J t 7  I |  A /7  / y f y s A / O  4̂ J 1 h  o <v) r\- 5

J  H a ,  -

t /
>•

fO I fjo A -f _.
n f / / ' W-V G-& 1 nJJ5 ___________"

COQHAI
U  t J \  {  m f t i d /

S V e d  n o  A  n - A



REPORTED CUT

F I S C A L  N O T E MAY 0 8 2007
SENATE FINANCE COMMITTEE

STATE OF ALASKA Fiscal Note Number: sbo bo cs(r e s ) p n r o &g o 5Q8-o7

2007 LEGISLATIVE SESSION Bill Version: CSSB 80 (RES)
() Publish Date: ______________________

Revision Date/Time (Note if correction):____________________ Dept. Affected;_________ Natural Resources
Title Oil & Gas Production Tax: Expenditures___________ RDU Resource Development____________
___________________________________________________________ Component Petroleum Systems Integrity Office
Sponsor Sen. Wagoner_________________________________ _____________________________________________
Requester Senate Finance________________________________ Component No. 2847___

Expenditures/Revenues________________________________ (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.______________________
OPERATING EXPENDITURES FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) |

FUND SOURCE_____________________________________________ (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mcntal Health
Other (Specify Typc--Do not abbreviale)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2007) cost: 0 0
Mark this box (X) if funding for this bill is Included In tho Governor's FY 2008 budget proposal: 

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)
SB 80 would prohibit oil and gas producers from deducting costs related to tho repair and replacement of 
property or equipment, that was either not maintained or improperly maintained, when determining the 
taxable value of oil and gas production. In making the determinations as to which costs were related to 
improperly maintained property or equipment, the commissioner of Revenue w .uld consult with the 
commissioners of Environmental Conservation and Natural Resources, and the coordinator of the Petroleum 
Systems Integrity Office (PSIO).

There is no fiscal impact associated with the implementation of this bill.

Propared by: Kevin Banks, Acting Director_________________________________ Phone 269-8800
Division Oil and Gas Date/Timo 5/8/2007

Approved by: Thomas Irwin, Commissioner________________________________  Date 5/8/2007
Aqoncy Natural Resources _____________________________

(Rovhnc ltl/IM /JO O O O M II) Page 1 of 1



FISCAL NOTE
REPORTED OUT 

MAY 0 8 2007
SENATE FINANCE COMMITTEE

STA TE OK ALASKA
2007 L E G IS L A T IV E  SESSION

Revision Dale/Time (Note if correction): 
Title

Sponsor
Requester

Oil & Gas Production Tax: Expenditures

Senator Wagoner

Fiscal Note Number: 
Bill Version:
(S) Publish Date:

Dept. Affected: 
'RDU

CSSB 80(RES)
5/2/07

Revenue 04
Taxation and Treasury

Component Tax Division

(S) Resources

E x p e n d itu re s /R e v e n u e s
Note: Amounts do not include inflation unless otherwise noted below.

Component No. 2476

(Thousands of Dollars)________

OPERATING EXPENDITURES FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Personal Services
Travel
Contractual 124.9 124.9 124.9 124.9 124.9 124.9
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 124.9 124.9 124.9 124.9 124.9 124.9

CAPITAL EXPENDITURES |

CHANGE IN REVENUES ( ) • * *
* I

* *

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Heallh
Olher (Specify Type-Do not abbreviate)

124.9 124.9 124.9 124.9 124.9 124.9

TOTAL 124.9 124.9 124.9 124.9 124.9 124.9

Estimate of any current yoar (FY2007) cost: 31.2
Check this box (X) if funding for this bill is included in tho Governor’s FY 2000 budget proposal: 

POSITIONS
Full-iimo
Part-time
Temporary

ANALYSIS: (Alinch a soparnto pigo if accessary)

'This K '1 would add certain costs relating to improperly maintained properly or equipment to tho list of costs 
that do rut qualify as leaso expenditures under AS 43,55.165, the polroleum profits production lax system, 
Under tho bill, tho commissioner of revenue, in consultation with Iho commissioner of environmental 
conservation and the chair of Iho Alaska Oil and Gas Conservation Commission, would dotermino whether 
costs aro specifically disallowed under this provision. Tho provision would disallow any costs incurred to 
(1) repair or replace improperly maintained property or equipment; and/or (2) maintain tho operational 
capability of facilities or equipment that are either shut down or are diminished in capacity. The bill 
effective dale is retroactive to April 1, 2006 * Ihe offeclivo dale of tho petroleum profits tax (PPT).

Proparod by: Jon Ivorson and Chorio Nionhuis___________________________  Phono 209-1033
Division Tax Date/Timo 2/20/07 2:00 PM

Approved by: Jorry Burnolt___________________________________________________ Dato 2/20/2007
Agency Department of Rovonuo___________________________________

(i<oviM«)wiiwo<y.oMii) Pago 1 of 2
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ANALYS IS CONTINUATION

Tho impact this bill would have on petroleum tax revenues is indeterminate. Costs identified as disallowed 
under this bill could be categorized as either operating costs or capital costs. The PPT authorizes eligible 
operating costs to be deducted from the petroleum profits tax at a rate of 22.5%; the PPT authorizes 
capital costs to be both deducted at a rate of 22.5% and credited at a rate of 20%. for a combined 
production tax savings of 42.5%. Any set of disallowed costs is likely to bo split between these two 
categories in a way that is distinct from lhat of another set of costs.

Administering this legislation would require one full-time equivalent (FTE) with expertise in oil and gas 
industry practices on the level of a petroleum engineer. The department currently contracts with a 
petroleum engineer for five years at a cost of $624,650, or $124,930 per year, for technical support related 
to petroleum production. It is anticipated that the department v/ould be required to carry a second contract 
of this magnitude or greater in order to fulfill the requirements of this legislation.

FISCAL N O TE // 3

STA TE OF A LA S K A  B IL L  NO. CSSD 80(RES)
2007 L E G IS L A T IV E  SESSION
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STATE OF ALASKA
2007 LE G IS LA T IV E  SESSION

Revision Date/Time (Note if correction): Dept. Affected: Dept of Environmental Conservation
Title OIL & GAS PRODUCTION TAX: EXPENDITURES RDU Spill Prevention and Response
__________________________________________________________ Component Director's Office_______________
Sponsor Wagoner et al_________________________________ _____________________________
Requester Senate Resources_____________________________ Component No.__________1392______

Expenditures/Revenues__________________________________(Thousands of Dollars)____________________
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0,0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE ________________________________________ (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match 
100-1 GF
1005 GF/Program Receipts
1037 GF/Monlal Health
Otner (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

FISCAL NOTE i MAV " 8 m
[SENATE flNANCE COMMITTEE

Fiscal Note Number: 2

reported out

Bill Version: CSSB 80(RES)
(S) Publish Dato: 5/2/07

Estimato of any current year (FY200G) cost: 0.0
Mark this box (X) If funding for this hill is included in tho Governor's FY 2008 budget proposal: 

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a sepnrato pago if necessary)
No additional costs aro expected with this legislation.

Propnrod by: Lairy Diotrick_____________________________________________  Phono 465-5250
Division Spill Prevention and Response_______________________________ Date/Timo 2/20/07 4:00 PM

Approved by: Larry Hartig_______________________________________________  Dato 2/20/2007______
Agoncy Doparlrnonl of Environmontnl Conservation____________________

COMMITTEE COPY
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