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Source: ExxonMobil Financial and Operating Review, 2006.
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SENATE FINANCE
COMMITTEE' A
25-GH0014VR.14

Amendment ft

Chenowectli/Bullock

To Bill Number:
Sponsor:® mBm 11/14/07

Date:

B~ wooN

~N OO o

10
11

12
13
14
15
16
17
18
19
20
21

22

23

Loggleiiiby:
AM END MENT

OFFERED IN THE SENATE gT tton-mO -V

TO: SCS CSHB 2001 (FIN), Draft Version "R"

Page 12, line 17, through page 13, line 5:

Delete all material and insert:

"(g) The tax rate applied to the monthly production tax value of oil and gas
under (e) of this section for each month of the calendar year in which the tax is levied

is 25 percent plus, for each month for which the monthly average production tax value

for each 13TU equivalent barrel is more than
(1) S30 but not more than S90, 0.4 percent multiplied by the number

that represents the difference between the average production tax value for each BTU

equivalent barrel of the taxable oil and gas for that month and $30;

(2) $90, the sum of 24 percent and tire product of 0.1 percent
multiplied by the number that represents the difference between the average
production tax value for each BTU equivalent barrel of the taxable oil and gas for that

month and $90, except that the sum determined under this paragraph may not exceed

50 percent."
Page 15. line 14:
Delete "22.5"

insert "25"

Page 15, line 28:
Delete "22.5"

Page 16, line 7:



Delete "22.5"

Insert "25"

Page 19, line 26:

Delete "22.5"

Insert "25"

25-GJI0014\R.M



SENATE FINANCE

AmeMdm~MEE A _ .
To Bill Number: , Luckhaupt/Bullock
Sponso\r{_ --§V-tAtAnCiVN a6 11/14/07
Date: .Logged by:

AT ag y_

AMENIMENT

OFFERED IN THE SENATE BY SENATOR STEDMAN

TO: SCS CSHB 2001 (FIN), Draft Version "R"

1 Page 11, line 22, following "equal to the":
2 Insert"sum, over all the months of the calendar year, of the"

3

4 Page 11, line 22, following "value™:

5 Insert "for the month"

6

7 Page 11, line 23, following "rate":

S Insert "for the month"

9
10 Page 15, line 14:

n Delete "22.5 percent of’
12 Insert "the total tax rate for the month determined in AS 43.55.011(g) multiplied by"
13

14 Page 15, line 28:

15 Delete "22.5 percentof’
16 Insert "the total tax rate for the month determined in AS 43.55.011(g) multiplied by"
17

IS Page 16, line 7:

19 Delete "22.5 percent o f
20 Insert "the total tax rate for the month determined in AS 43.55.011(g) multip ied by"
21

22 Page 35, line 27, through page 38, line 3:

23 Delete all material and insert:



25-GH00!4\R.22

See. 46. AS 43.55.160(a) is amended to read:
(a) Except as provided in (b) of this section, for the purposes of
(1) AS 43.55.011(e), the annual production tax value of the taxable

(A) oil and gas produced during a calendar year from leases or
properties in the state that include land north of 68 degrees North latitude is the
gross value at the point of production of the oil and gas taxable under
AS 43.55.011(e) and produced by the producer from those leases or properties,
less the producer's lease expenditures under AS 43.55.165 for the calendar year
applicable to the oil and gas produced by the producer from those leases or
properties, as adjusted under AS 43.55.170;

(B) oil and gas produced during a calendar year from leases or
properties in the state outside the Cook Inlet sedimentary basin, no part of
which is north of 68 degrees North latitude, is the gross value at the point of
production of the oil and gas taxable under AS 43.55.011(e) and produced by
the producer from those leases or properties, less the producer's lease
expenditures under AS 43.55.165 for the calendar year applicable to the oil and
gas produced by the producer from those leases or properties, as adjusted under
AS 43.55.170;

(C) oil produced during a calendar year from alease or
property in the Cook Inlet sedimentary basin is the gross value at the pointof
production of the oil taxable under AS 43.55.011(e) and produced by the
producer from that lease or property, less the producer's lease expenditures
under AS 43.55.165 for the calendar year applicable to the oil produced by the
producer from that lease or property, as adjusted under AS 43.55.170;

(D) gas produced during a calendar year from a lease or
property in the Cook Inlet sedimentary basin is the gross value at thepoint of

production of the gas taxable under AS 43.55.011(e) and produced by the
producer from that lease or properly, less the producer's lease expenditures
under AS 43.55.165 for the calendar year applicable to the gas produced by the
producer from that lease or property, as adjusted under AS 43.55.170,

(2) AS 43.55.011(g), the monthly production tax value of the taxable
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25-G110014\R.22

(A) oil and gas produced during a month from leases or
properties in the state that include land north of 68 degrees North latitude is the
gross value at the point of production of the oil and gas taxable under
AS 43.55.011(e) [AS 43.55.011(g)] and produced by the producer from those
leases or properties, less 1/12 of the producer's lease expenditures under
AS 43.55.165 for the calendar year applicable to the oil and gas produced by
the producer from those leases or properties, as adjusted under AS 43.55.170;
(B) oil and gas produced during a month from leases or
properties in the state outside the Cook Inlet sedimentary basin, no part of
which is north of 68 degrees North latitude, is the gross value at the point of
production of the oil and gas taxable under AS 43.55.011 (e) [AS 43.55.011(g)]
and produced by the producer from those leases or properties, less 1/12 of the
producer's lease expenditures under AS 43.55.165 for the calendar year
applicable to the oil and gas produced by the producer from those leases or

properties, as adjusted under AS 43.55.170;

(C) oil produced during a month from a lease or property in the
Cook Inlet sedimentary basin is the gross value at the point of production of
the oil taxable under AS 43.55.011(e) [AS 43.55.011(g)] and produced by the
producer from that lease or property, less 1/12 of the producer's lease
expenditures under AS 43,55.165 for the calendar year applicable to the oil

produced by the producer from that lease or property, as adjusted under

AS 43.55.170;

(D) gas produced during a month from a lease or property in
the Cook Inlet sedimentary basin is the gross value at the point of production
of the gas taxable under AS 43.55.011(c) [AS 43.55.011(g)] and produced by
the producer from that lease or property, less 1/12 of the producer's lease
expenditures under AS 43.55.165 for the calendar year applicable to the gas

produced by the producer from that lease or property, as adjusted under

AS 43.55.170."

Page 38, line 10:



Delete "a [(a)(1)]"
Insert "(a)(1)"

Page 38, line 17:
Delete "(a)(3) or (4)"

Insert "(a)(1)(C) or (D)"

25-G110014\R.22



SENATE FINANCE COMMITTEE

I /N /72007 COMMITTEE ACTION

Bill Number
Amendment
Motion

Motion by

Objection bv
Removed
Second Objection by
Committee Member
Senator Elton
Senator Huggins
Senator Olson
Senator Thomas
Senator Dyson
Co-Chair Hoffman
Co-Chair Stedman

Tally

Yea

Nay
Absent

MOTION
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SENATE FINANCE

COMMITTEE A

Amendment # > 25-GH0014\R.23

Tc Bill Number' Cook/Bullock
11/14/07

Sponsor: HorhfVYV'A
Date: W ijjopged by:

o o b~

~

10

11
12

13
14
15
16
17
18
19
20
21

2.3

AMENDMENT

OFFERED IN THE SENATE BY SENATOR STEDMAN

TO: SCS CSHB 2001(FIN), Draft Version "R"

Page 2, line 7:
Delete "sec. 65"

Insert "sec. 64"

Page 38, line 27, through page 40, line 1S:
Delete all material and insert:

"* Sec. 49. AS 43.55.165(a) is amended to read:
(a) Except as provided under (c) and (e) [(c) - (e)] of this section, for the

puiposes of AS 43.55.160, a producer's lease expenditures for a calendar year are the
ordinary and necessary costs upstream of the point of production of oil and gas that are
incurred during the calendar year by the producer after March 31, 2006, and that are
direct costs of exploring for, developing, or producing oil or gas deposits located
within the producer's leases or properties in the state or, in the case of land in which
the producer does not own a working interest, that arc direct costs of exploring for oil
or gas deposits located within other land m the state. In determining whether costs are
lease expenditures, the department shall consider, among other factors,

(1) the typical industry practices and standards in the state that
determine the costs, other than items listed in (e) of this section, that an operator is
allowed to bill a working interest owner that is not the operator, under unit operating
agreements or similar operating agreements that were in effect before December 2,
2005, anil were subject to negotiation with at least one working interest owner with

substantial bargaining power, other than the operator: and

(2) the standards adopted by the Department of Natural Resources that



w

25-GH0014\R.23

determine the costs, other than items listed in (c) of this section, that a lessee is

allowed to deduct from revenue in calculating net profits under a lease issued under

AS 38.05.180(f)(3)(B), (D), or (E),"

Renumber the following bill sections accordingly.

© 0o N o o N

10
1n
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

Page 47, line 20:
Delete "45 - 57"
Insert "45 - 56"

Page 49, line 4:
Delete "45 - 57"
Insert "45 - 56"
Delete "sec. 64"

Insert "sec. 63"

Page 49, line 14:
Delete "45 - 57"
Insert "45 - 56"

Page 50, line L
Delete "45 - 57"

Insert "45 - 56"

Page 50, line 3:
Delete "sec. 65"

Insert "sec. 64"



SENATE FINANCE

COMMITTEE U 25-GHOOM\R. 17
Amendment # Kane/Buliock
To Bill Number:,, 11/14/07
Sponsor _ V(M

AMEN DMENT

OFFERED IN THE SENATE BY SENATOR HOFFMAN

TO: SCS CSHB 2001 (FIN), Draft Version "R"

1 Page 2, line 20:

2 Delete "and"

4 Page 2, line 22, following "'state:

5 Insert'; and

6 (5) for statewide energy needs of Alaskans to assist with rising energy costs"



SENATE FINANCE
COMMITTEE

Amendment #__ 2 — 25-GHO014\R. 15
To Bill Number: Kanc/Bullcck
Sponsor 11/14/07
Date: UHBI  Logged by. AdOW K (Aas
AMKNIDMKNT
OFFERED IN THE SENATE BY SENATOR OLSON

TO: SCS CSHB 2001 (FIN), Draft Version "R"

1 Page 22. line 23:

2 Delete 20"

3 Insert "*30 [20]"
4

5 Page 22, line 25:

6 Delete 20"

7 Insert 30 [20]"
S

9 Page 24, line 2:
10 Delete 20"

11 Insert ""30"



SENATE FINANCE
COMMITTEE f
Amendment # N

To Bill Number: .
Sponsor" 't QUSMVT
Date.J s m . Logged by:

OFFERED IN THE SENATE

TO: SCS CSHB 2001 (FIN), Draft Version "R"

1 Page 26, lines 13 - 21:

AMEND MENT

25-GH0014VR.13
Cook/Bullock
11/14/07

BY SENATOR OLSON

10
11
12
13
14
15
16
17

19

Delete all material and insert:

"(i) in the case of well data, until the expiration of
the 24-month period of confidentiality described in AS 31.05.035(c)
[FOR 10 YEARS FOLLOWING THE COMPLETION DATE], at
which time the Department of Natural Resources [THAT
DEPARTMENT] will release the information after 30 days' public
notice unless, in the discretion of the commissioner of natural
resources, it is necessary to protect information relating to the
valuation of unleased acreage in the same vicinity, or unless the
well is on private land and the owner, ineludint* the lessor hut not

(lie lessee, if the oil and »as resources has not uiven permission to

release the well data;"

Page 26. line 26. following "notice™

" eveept as to seismic or other nonphysical data aorpiired from

private land, unless the owner, ineludint; a lessor hut not a lessee, of the oil and
»as resources in the private land uives permission to release the seismic or oilier

nonphysical data associated with the private land"



SENATE FINANCE
COMMITTEE L 25-GHO0014\R.I<)

Amendment # ' Chcnowclli/Bullock

To Bill Number: 1/ 11/14/07
Sponsor S W {XdU\?V<P

DateiNVU”~  Logged by:_
AMENIMENT

OFFERED IN THE SENATE BY SENATOR STEDMAN

TO: SCS CSIIB 2001 (FIN), Draft Version "R"

1 Page 23, lines 25 - 27:

2 Delete "costs :nisinu from gross negligence or violation of health. safety, or

3 environmental statutes or regulations:"
Insert "costs, ineludint; repairs and replacements, arising from or associated will)

5 fraud, wilful misconduct, gross negligence. criminal negligence, or violation of law.

6 including a violation 0f33 U.S.C. 1319(00) or 132100(3) (Clean W ater Act):"

T

S Page 41, lines 26 - 28:

9 Delete all material and insert:

10 "(6) costs, including! repairs and replacements, arising from or
11 associated with fraud, wilful misconduct, 10R]gross negligence, criminal
12 negligence, or violation of law, ineludint:a violation 0f33 U.S.C.1319(c)(1) or

13 1321(b)(3) (Clean W ater Act);"



SENATE FINANCE
COMMITTEE 0} 25-GHO0014\R.21

Amendment # L . S Cool<
To Bill Number:, 11/14/07
Sponsor  —=———=
Date:\\\n_Logged bv: -—---

“y AMENI)MEN I

OFFERED IN THE SENATE BY SENATOR STEDMAN

TO: SCS CSHB 2001 (FIN), Draft Version "R"

1 Page 22, following line 17:

2 Insert new bill sections to read:
3 "* Sec. 30. AS 43.55.024(a) is amended to read:
4 (a) For a calendar year for which a producer's tax liability under
5 AS 43.55.011(e) [OR (Q] on oil and gas produced from leases or properties outside the
6 Cook Inlet sedimentary basin, no part of which is north of 68 degrees North latitude,
7 exceeds zero before application of any credits under this chapter, a producer thn* is
S gualified under (e) of this section may apply a tax credit against that liability of not
9 more than $6,000,000.
10 * See. 31. AS 43.55.024(c) is amended to read:
11 (c) For a calendar year for which a producer's tax liability under
12 AS 43.55.011(e) [OR (f)J exceeds zero before application of any credits under this
13 chapter, other than a credit under (a) of this section but afier application of any credit
14 under (a) of this section, a producer that is qualified under (e) of this section and
15 whose average amount of oil and gas produced a day and taxable under
16 AS 43.55.011(e) |OR (f)] is less than 100,000 BTU equivalent barrels a day may apply
17 a tax credit under this subsection against that liability. A producer whose average
IS amount of oil and gas produced a day and taxable under AS 43.55.011(e) [OR (1)J is
19 (1) not more than 50.000 BTU equivalent barrels may apply a tax
20 credit of not more than .812.000,000 Tor the calendar year;
21 (2) more than 50,000 and less than 100,000 BTU equivalent barrels

may apply a tax credit of not more than $12,000,000 multiplied by the following

23 fraction for the calendar year:
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25-GH001AVR21

1-[2 X (AP - 50,000)j - 100,000
where AP = the average amount of oil and gas taxable under AS 43.55.011(c) (OR

(O], produced a day during the calendar year in BTU equivalent barrels.

* See. 33. AS 43.55.024(e) is amended to read:

(c) On written application by a producer that includes any information the

department may require, the department shall determine whether the producer

qualifies for a calendar year under this section. To qualify under this section, a
producer must demonstrate that its operation in the state or its ownership of an interest
in a lease or properly in the slate as a distinct producer would not result in the division
among multiple producer entities of any production tax liability under
AS 43.55.011(e) [OR (I)] that reasonably would be expected to be attributed to a

single producer if the tax credit provisions of (a) or (c) of this section did not exist.

* See. 34. AS 43.55.024(g) is amended to read:

(g) A tax credit authorized by (c) of this section may not be applied to reduce

a producer's tax liability for any calendar year under AS 43.55.011(e) [OR (1)| below

zero."

Renumber the following bill sections accordingly.

Conform internal references to bill sections so that sections 30 - 33, added by this amendment.

arc retroactive to July 1.2007.



SENATE FINANCE

COMMITTEE . X 25-GI1100i4\R.24
Amendment # L Cook/Bullock
To Bill Number: —————- 11/14/07
Sponsor

Date:Jlu*) Logged by
AMENIDDMENT

OFFERED IN THE SENATE BY SENATOR STEDMAN

TO: SCS CSHB 2001 (FIN), Draft Version "R"

Page 19. line 13:

2 Delete"]"

4 Page 19, lines 14 - 17:

5 Delete all material.

7 Page 19, line IS:

8 Delete"["

10 Page 20, lines 4 - 5:

1] Delete ™, oilier than a tax credit described in (a)(3) ol'this section, and"



SENATE FINANCE

COMMITTEE | q nrnmau?«

_____________ ox
Amendrlrllentl#»rl |U 25€%dkyl.3m|b:%fk
To Bill Number 11/14/07
Spgnsorl UA TN s

Date \i|g_'-Od?ed by:-—

OFFERED IN THE SENATE g\/ StNATofc tMoA/

TO: SCS CSMB 2001 (FIN), Draft Version "R"

1 Paged46. line 11:

2 Delete "a new section"
3 Insert ""new sections"
4

5 Page 46, following line 30:

6 Insert new material to read:

7 "See. 43.55.895. Applicability to municipal entities, (a) Nolwithstnndhig
S AS 29.35.670(a) or other provision of law, a producer that is a municipal entity is
9 subject to taxation and payment of surcharges under this chapter for oil and gas that it
10 sells to another party.

11 (b) A municipal entity subject to taxation because of this section is eligible for
12 all tax credits under this chapter to the same extent as any other producer.

13 (c) In this section, "municipal entity" means a municipality, municipally
14 owned utility, public corporation of a municipality, or entity established by more than

one municipality.”



SENATE FINANCE COMMITTEE
H /H /2007 COMMITTEE ACTION

Bill Number
Amendment

M otion

Motion by

Objection by
Removed
Second Objection by
Committee Member Y Vote
Senator Dyson
Senator Elton t/
Senator Huggins - il
Senator Olson
Senator Thom as
Co-Chair Hoffman \7
Co-Chair Stedm an y

Tally

Yea

Nay |
Absent

MOTION



SENATE FINANCE

COMMITTEE S

Amendment # >l 25-GHO0014\R.6
To Bill Number: LA~ Mischel/Bullock
Sponsors 11/13/07

DateA\y  Logged by:
AMENDMENT

OFFERED IN THE SENATE BY SENATOR ELTON

TO: SCS CSHB 2001 (FIN), Draft Version "R"

1 Page 2, line 7:

2 Delete "'sec. 65"
3 Insert "'sec. 66"
4

5 Page 47, following line 17:
6 Insert a new bill section to read:

"* Sec. 58. AS 39.25.110(42) is repealed December 31, 2011."

9 Renumber the following bill sections accordingly.
10

1 Page 49, line 4:

12 Delete "sec. 64"
13 Insert *'sec. 65"
14

15 Page 50, line 3:
16 Delete "sec. 65"

17 Insert *'sec. 66"



SENATE FINANCE
25-GH0014\R.18

COMMITTEE

Amendment# 00 —mmeeeeee- , / Bullock
To Bill Number: —---———====----- <3}dOW\t(K" 11/14/07
Rpnnson: £ |

Datea \m  Logged by:------
AMENIMENT

OFFERED IN THE SENATE BY SENATOR STEDMAN

TO: SCS CShB 2001 (FIN), Draft Version "R"

1 Page 15, line 4:

2 Delete "and (i)"

4 Page 15, line 8:

5 Delete "and (i)"

7 Page 34, following line 17:
$ Insert a new subsection to read:

"(i) A person who, under (h) of this section, provides, in bad faith, to the

10 department erroneous information about noncompliance with the provisions of this
n chapter by an explorer or producer of oil or gas shall pay to the

12 (1) department all expenses related to the department's investigation of
13 the alleged noncompliance; and

14 (2) explorer or producer about whom the noncompliance was alleged
15 all expenses that are incurred by the explorer orproducer relating to thedepartment's

16 investigation of the alleged noncompliance.™

17

X  Page 47, lines 20 - 21:
Delete till material and insert:
0 "APPL1CABJIYIl Y. (a) AS 43.55.165(e)( 10), enacted by the amendment to
21 AS 43.55.165(e) in see. 52 of this Act, applies to expenditures alter March 31, 2006.
1> (b) Except as provided in (a) of this section, secs. 15-27, 26 - 38, and 45 - 57 of tuis

23 Act apply to oil and gas produced alter June 30,2007."
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30
31

Insert "', except that a regulation adopted by

25-G110014\R. 18

Rdetter the following subsections accordingly.

Pago 48, line 31, following "under":

Insert "AS 43.55.020(a) during the period after March 31, 2006, and before the

effective date ofsec. 21 of this Act, and under"

Page 49, line L
Delete "June 30, 2007"

Insert ""March 31,2006"

Page 49, lines 3-5:

Delete "AS 43.55.020(a)because ofthe retroactiveapplicationof secs. 15 - 27,29

38, and 45-57"

Insert "AS 43.55 because of the retroactiveapplication of AS43.55.165(e)(19), as

enacted in the amendment to AS 43.55.165(e) in sec. 52 of this Act, that isretroactive to

April 1,2006 under sec. 64 of this Act, and the retroactive application of secs. 15 -27, 29 -

38, 45 - 51, 53 - 57, and that part of AS 43.55.165(c) in see. 52"

Page 49, line 5:
Delete ""June 30, 2007"

Insert ""March 31, 2006"

Page 49, line 14, following "2007":
the Department of Revenue to implement,

interpret, make specific, or otherwise carry out AS 43.55.165(e)(19), as enacted in the

amendment to AS 43.55.165(e) in see. 52 of this Act, mav apply retroactively to April 1,

2006"

Page 50, line L

Delete all material and insert:



25-GI-10014\R.18

1 "(b) AS 43.55.165(c)(19), enacted by the amendment to AS 43.55.165(e) in sec. 52 of
2 this Act, is retroactive to April 1, 2006.
3 (c) Except as provided in (b) of this section, secs. 15 - 27, 29 - 3S, and 45 - 57 of this

4  Act are retroactive to July 1, 2007."
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Alaska State Legislature

Please enter into the record my testimony to tne AMMCelL.
committee name
committee on /JJ?f"&"B &PQ1 dated //~30 P
bill/subject

What we fail to take into account is the cost of the development of the oil fields, drilling wells and building,
Infrastructure to fill the declining oil ,cu,rrent,ly roduced, Mayoe Alaska should partner with the oil companies for
the ,develoRment of the new and existing oif fields. Have a Stake jn research and development to recover

addit onal heavy crude ol from the existing fields, feel the pain of spending millions of dollars to bnng in a well pad
with ihe expectation of 25000 bpd of production just to find ftwill only produce 15000 bpd then experience the
misfortune of having channelized water from the water flood well [nvade the oil production well because the oil
sands we more permeated than expected and you lose millions of dollars on the drilling cost of the well.

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

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

lam not In favor of raising any taxes on the oil revenue.
Basv regards,

Stephen Cordova
B, Project Manager ,
Energy Services and Operations

ch HIth

A9 E. 3oth Avenue,
Suita 500

Ancnora%o AK 99508
Tel 07.762.1500
Direct  907.753,1589
Mo jile  907-382-9700
ax

Email
wu.y CH2M.com

Signed:

Testifier
Representing (Optional)

Address

Phone No.
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... for responsible development of Alaska's Oil, Gas & Mineral Rosourecs

SENATE ft HOUSE FINANCE TESTIMONY
on SB ft HB 2001
November 8, 2007

Thank you, Chairmen Stedman, Hoffman, Chenault a Meyer, members of the senate ft House
Financé committees. My name is Paul Laird. I'm general manager and testifying on behalf of
the Alaska Support Industry Alliance, a trade association representing companies &individuals
that provide goods & services to Alaska's oil, gas & mining industries.

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

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

The extent to,whi,ch(yet another tax increase will discourane investment may be debatable.
The fact that it will 0o absorutery nothing to encourage new oil production & construction of a

gas project is not,

Every dollar in additional taxes Is a dollar that won't be invested in sustaining ?roduction, in
Far%e}]tsmg business for Alaska companies, in providing good-paying private sector jobs for

And isn’t that what this discussion should bo about: how we can ensure our "fair share™ of
Ion(t;—term jobs and business opportunities for Alaskans, rather than how much more money the
state can extract from the private sector... just so state government can have more money?

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

gggi%a&ions for the current PPT haven't even been finalised, and the first returns haven't been

When you adopted the PPT in 2006 after months of deliberations, debate and countless votes,
you required #a complete review of the system five years later -in 2011 You understood it
would take several s'cars to reasonably determine how Q'if it's working. Ihat hasn't changed.

Please be prudent rather than punitive in setting long term oil & gas tax policy. Don't put long-
term production, Alaska jobs and business opportunities at risk by increasing taxes, increasing
costs and jeopardizing the economics of critical investments.

AASA SLPRCRT INDUBTRY ALLIANCE
W Denson U, Suite 200 * Anchorage, Alaska 99503 * Phone: (90?) 5037?26 « Fax. (907) 5bl-C0/0 ¢ www.alaskaalliance.com
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UDELMHOVEN

184 East S3dAvenue
Anchorage, Alaska 99518-1222

(907) 344-1577 Fax (907) 522-2541

Mr. Chairman, Co-Chairman, Vice Chairman etc. , Distinguished Committee
members both Senate and House-

My name isJames Gilbert; I"m President of Udelhoven Oilfield Systems Services

And 1 testify tonight on behalfofmy company and t538 employees.

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

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

guote.

Ifyou pass the PPT at this higher tax. after only 14 months of the last tax
implemented, you are sending a message to the producer companies in which you
under line Alaska®s instability as a place to operate. 30 years of operation and
only one independent is targeting production (Pioneer), maybe in 2008. We
should not be considering raising taxes, we need to be considering what itwould
take to get production hack up to 2mm bbls per day.

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

These citings show a definite lack of understanding at what WE owe the oil
companies, for their years ofcommitment and perseverance when oil was low and
profits were minimal. We should he grateful they had the billions to invest and
risk to develop OUR resources. But I have heard and read just the opposite,
because the producers are now getting some payback for all those years of
ir.vestment. Those years of annual investments of billions of dollars to build the
facilities, sealift them to Alaska and produce our wealth from Prudhoe Bay and
o"her fields they had discovered. Six oil production plants at Prudhoe, 3
Production plants at Kuparuk, supporting plants to handle gas (two at Prudhoe)
plants to handle the immense water requirements, One each at Kuparuk and
Prudhoe. Tlhe CPS at Prudhoe to produce the enormous power needs for the
fields, the Field Fuel Gas Unit to provide fuel for turbines for all the prb plants, the
COT Units at Prudhoe and Kuparuk to provide fuel for trucks and equipment, all of
these at a billion each In todays dollars and that Isnot even a complete list.
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UDELHOVEN
Oilfield System Service:,, incorporated
184 East 53d Avenue

Anchorage, Alaska 99513-3222
(907) 344-1577 Fax (907) 522-2541

Endicott, Milne Pt, Lisbourne/Ft. Maclntyre, Badami, Alpine, Northstar and
simultaneously to build and operat®d an 80u mile pipeline to transport to market
our resource ATA COST OF CONSTRUCTION OF 9 BILLION DOLLARS.

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

Committee.

Cpponents of the tax Increase, including oil companies, various chambers of
commerce, oil industry contractors and some legislators, have argued that those
so far convicted played no significant mle in adopting the Petroleum Profits Tax
that Palin has called "tainted." End Quote.

My company does work In the commercial and private sectors, we build schools,
build medical facilities, do work for the militairy, work for the airports in Alaska
and also are part of the Alliance where we hire and support collectivelysome
35,000 employees inour industry. It isdemeaning to say that we are a part of
some various chambers of commerce, as faras Alaska isconcerned we are THE
CHAMBER OF COMMERCE.. Our employees are some of the best paid in the state.
We pay property taxes, city sales taxes, municipality sales taxes and contribute to
non profits in larger amounts than any other sector In the state. Neither Fishing,
tourism, mining nor any other private enterprise venture contributes v/hat our

employees or our clients contribute.

My clients pay their fair share and have been paying itforjo t years, I ask you to
look in the direction of the Permanent Fund, $39.9 Billion to date. And $70+
billion paid to the state to operate, tax and spend, $70 Billion that is the B word.
We need to be looking at how we can get the pipeline back to its operating
capacity not trying to tax the final 600,000 in to virtual submission..

Don"t be fooled by those who see the oil companies as adversaries or opponents,
Atmy Mother would say, "Shame on you" the Producers Companies have been
and continue to be our partners in resource development, paying their fairshare

to help Alaska and Alaskans.

Tnank you fur your time.
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TNovember 2007
TV -Members ofthe Senate and House Cormnittegs:-

MynameisMaynard V. Tapp, I am an Alaskan resident since 1900. | founded my company Hawk Construction
Consultants, Inc. now Hawk Consultants, LLC in 1985 as an Alaskan corporation.

Trlrong.IY believe any new approach to raise taxes should be viewed asa “RESOURCE DEVELOPMENT" effort. The
state will raise more tax revenues ifwe rnisc production.

U'yoti ask any of the tax experts that will testify before your committee, none will say that increasing the tax will
increase exploration and production,

The mostreliable source of long-term revenue isto inercaso production. As Tunderstand the state gets 75% of the
12.5% royalty (9.375%). The “fair share*' to the Alaskans is the remammgéS.lZS%) paid into the Permanent Pund. |
believe you can build a long term future formy company's employees based on the increase in production.

Hawk employs over 60 Alaskans. Much of their work is related to the reconfiguration ofthe Trans Alaska Pipeline, and
the refutbishment and maintenance of the existing pipelings and facilities on the North Slope.

Ourcompany, itsemployees and the State of Alaska will greatly benefit from new production. We hope to be involved
inall phasesofthe continuing projects.

I'rom my pointofview un increase ol'2.5% in tax rates increases the size of government by J25.0Million. One Senator
nade the point to me that "there isno quurawee that if the rate was reduced bh 1% that the producers would invest that
L% here in Alaska", While thismay or may not be true, one thing is certain »hatS25.0Milllon will not be invested by

Hig companies if itis taken away by increasing the tax.

What Is the State of Alaska doing to increase oil production which then translates into more tax teveme?
roduction wells Those

Also, ifthat $25.0Million is invested innew piodticilon, that amount is the equivalent of 3 new production v ,
new wells ata nominal rate 02 500bbis per day could gyam the state revenue an additional 52 LOMillion pci year. (This
would include the current I'PT of 22 5% ofNrtplus 9.375% Royalty at S80/bbl).

My rtatlimay not be totally correct hut the case remains that the benefits from investment made hy the "producers” in
ihe stute of Alaska for oil and gas field development far exceeds the benefits to Alaskan? from raising an individual lax

rate.

ftlig pievious administration made a mistake, 1beligve your committee could rcctily that mistake by dropping the tax
eeto to " 10%/20%", Thatwould make us more competitive at 51% which is closer to the GulfofMexico, and

Gandadn's tax rates.
wwant the state of Alaska to be atthe TOP nt the "producers” listwhen it comes to selecting investment opportunities
‘lease, Lhumbly request you reftame this bill as a Resource Development Hill and not a tax generation bill,

lwant us to recognize that Alaska is “big oil" and we get "our fair shore" of revenues along with our partners, the
producer*, Our fare share iscalculated inthejob* created by employing Alaskans Inthe developmentofour common
resource.

One other thingz, thanks to nil you who were here last scar when the PPT was agreed Your month? of hard work
resulted in the 22.5/20 agreement. I'leasu don'ttry to lix that which is not broken.

rilonk-you.

Maynard Tapp

200 West 34 Avc, 1800

Vnehorage, Alaska 99503
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SENATE EEHOUSE FINANCE TESTIMONY
on 8 & HB 2001
November 8, 2007

Thank you, Chairmen Stedman, Hoffman, Chenault 6 Meyer, members of the Senate &
House Finance committees. My name is Eric Dompeling. I’m president of, and
testifying on behalf of the Alaska Support Industry Alliance, a trade association
representing a broad spectrum of companies tt individuals that work in Alaska.

I had the pleasure of hearing from Deputy Commissioner Rutherford speak on the AGIA
Plan this morning as she addressed the Alliance membership at our breakfast meeting.
As with this PPT Discussion, the time is drawing near when we will know the outcome

to the question; what's going to happen!

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

proposal.

Mucn like the Canadian province of Alberta; you are considering a significant increase
in the way the industry is taxed, Alberta has already experienced a slowdown in the
activity levels. lhave no doubt we will see the same thing here.

With production declining, the only way to stave off that decline is through the drill
bit, we don’t have 600 rigs drilling for oil and gas in Alaska we only have about 17
currently operating, and from there to 1 rig only requires a look back lo 1999, eight

short years ago. Are you prepared to dip into the CBR? Given the propensity for this

state to spend money it doesn’t have .. even this tax increase will not cover the

pen Jing disaster with the next decrease in the Price of oil. We continue to need a
fiscal plan; what do you plan to do with the current excess capital, besides spend it,

oh Iforgot it's already been spent!

The mining industry recently announced that their contribution to the State coffers
has Increased by a factor of 3; from 60 Million to roughly 180 million dollars. The OQil
industry has also had a significant impact on the states income, coincidcntly by a
faclor of 3; from 1.5 Billion a years in 2003 to over 4.5 billion a year this year, who
say:; wore not getting our fair share? Where does all the money go?

lurge you to think long-and hard before committing the citizens of this state to an oil
& gis tax policy, that could well follow the law of unintended consequences. Don't
sacrifice long-term job and business opportunities, for a short term potential gain, 1
ask you to leave the PPT legislation alone and focus on the longer term benefit of a
Gas line that will be a real economic change to this state as was the Oil Pipeline 30

years ago.
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Alaska State Legislature

Please enter into the record my testimony to the _V
committee name

2-pen / £re ~ool , elated U 13 1°H

bill/subject

committee on

Date: 11-08.07
From Paul D.Kendnll . . .
REf: PPT Senate and liouse Joint PPT hearings testimony

TO above for the record

Ladies and Gentlemen, N . . .
Pigase accept the attached Opinion for the record inyour review ofthe PPT bill 2001,

P, 01/05

r.d itconcerning we citizens arc net afforded more time and participation in this PPT process along w:th

1h
other pressing society neeas....

Thank Voa.
Paul D. Kendall
907.222-75H2

Signed. _

Testifier
Representing (Optional)
Address

Phono No.

O £8 Ifg i Hue ir* rii.in ftrtje
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11-8-07 Paul D, Kendall PPT testimony
To:Joint Senate and House com m ittees reviewing PPT 2001 bills

REF: Testimony Enough Is Enough, itls time fora new society |

Ladies and Gentlemen ofthe Legislature and fellow citizens of Alaska,

First, lcontinue to supportour Governorin her honorable intentions with

PPT.

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

check off like menu . (needs more discussion)

ALSO, We may need to cutour losses by letting the big 3 go and bring new
lease holders and more eager invostors from China - Or at least replace

EXXON who Is clearly not "showing us the love...."”

W ith the ongoing Political and Oil Co. Corruption, Energy Instability,
our parttime- Legislatures' cut and run toJuneau, OPEC partnerships,
IRAQ Killings, Energy constructed and contrived pricing, Hydrogen Dev.,
World Oil Companies refusal to testify on record, Our legislature and other
bodies not allowing us the citizens to substantially comment and ask

questions of substance,
lcan only conclude the following

Tho great people of Alaska can and should no longer be a subjugated

and enslaved people by Energy interests outside of Alaska.
It is time to end this unjustified and Illegal economic betrayal and

assault on the citizens of Alaska and their families.
This Irrational conveyance of our assets to some distant fund or others

economic benefit to bo enjoyed by a relatively few insiders has to come to

an end...

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

POLITICIANS.

P. 02/05
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However; Due to the past, current and predicted ENERGY EVENTS the
time has now come for us the citizens of Alaska to begin our next society, a

more just and more free society.
You, our elected leaders should publicly and honestly determine the

annual amountof Cubic Feet of Natural Gas needed for tho single family

home owner based on the model below:

(SFHOM) Single family home owner model « less or up to first 1,000 sq ft
living space with 20 x 20 2 car garage, 12 x12 storage shed, 20 X 20 green

house on 100'X 100’ lot size — 1 person, 1vehicle

The annual allotment per household total amountofenergy converted to
Cubic Feet ofgas shall reflectthe home needs for:
HEATING AND COOKING

ELECTRICITY
GASOLINE POWERED TRAVEL of 100 miles daily round trip from home.

Estimated annual allotment amount of Natural Gas in cubic feet to be In

the order of:

Home use annual max cu ftconv X *100,000 homes **$
Ht-cook 175 Mcf same 175 MMcf
Electricity 8,500 kwh 28.2M cf 28.2 MMcf
gasoline 1,825 gal (1 per) 224.2 Mcf 225 MMcf

»»« o MMMt MmMMMm=> «» m»»

***TQTALS (all # are estim ates) 68.2 MMcf discussion

‘TOTAL NUMBER OF SINGLE FAMILY HOMES IN ALASKA + DATA 77
100,000 homes = 300,000+ population ? aguess * | have had a hard time
trying to gathor these numbers by single family home owners, apt

complexes, trailers, duplexes, etc...

*' the gas comes out of the ground cost nearly nothing In relation to ~?
NMA | lhlaJ A iL.mA A_A -1 — *

(I gathered these energy figures as best Il could on such short notice

todayl)

P. 03/05
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You, our elected officials on our behalfshould cause and make to
happen Now; within the PPT bill this inclusion as a pilot project towards a
new history for Alaska by declaring an annual allotment ofenergy for
100.000 homes as described above.

This pilot project annual energy allotment should be made available to
100.000 home owners on a statewide percapita % basis, by longevity,

drawing every 3 years orsome other local fair and agreeable means...

n . .
We as Alaskans can no longer allow the the conspiratorial few who

for profit of their own would be World rulers atour peoples, families and

loved ones expense;
Again,, We freedom loving Alaskans will no longer be an economically

subjugated and enslaved people. Itis overl
The time of being economically blood sucked by a few has come and

gonel It ls time to begin a new society, a better and more free society. Itis
time for Alaska to take her place in the history of World as that new

society.... First of the surely many to follow.

By allowing our homes access to our nearly free energy,we will not
only stop the exit of large amounts of our money,; butwe should see a

tremendous growth in our housing markets, new technologies, citizen

influxes, and substantial Infrastructure growth for our state needs.
The true and actual gas allotment cost to the Oil Industry and our

permanent fund Is nearly nill.

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

Its all here;

is the parent; to educate the misguided,
place of “spiritual

It is time to teach the child who
who have clearly gone to worshiping profits in the
insight" and "Quality of Life"; Other true values.

It Is time to become a better and more free society and in order to do
thatwe must como to the aid and defense ofthe very foundations ofour
society-

The Single family homo, Our family's- which wo all aspire to be a part of.

IF "fossil fuelers "want to make unbridled profits and wealth, then, so be
it; But you shall not make It on the backs ofour most fundam ental

foundations of our society, our homes with our loved ones.

P. 04/05
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The Single Family Home and Our families Energy welfare from this day
forward - should be "OFF LIMITS" to the profiteering and capital
generation ofa few lazy and power drunk individuals running amuck

guised as quasi-free enterprise corporations.

Sincerely and Respectfully,

Paul D. Kendall
907-222-7882

CHLCCCCCCCCICrtw [aftle [r{[[fu [e [LLOCCCOOOIEC END  [LCCCCCCCCCCCCCCCh [y iid [ro [[g [o [n [LLLLI

Ps, Mr. Galvin, with all duo respect tor your intentions and character.
|l came to this conclusion listening to Ms Nelson and Mr. Thom as

asking you about theircommunity needs forenergy..

And you advising him (truthfully) that "the energy price his people would

pay would be based on the world oil market prices”

Well, itdon't get much plainer than thatl Funny thing about the truth, it

is whatitis....

Ladies and Gentlemen,

Enough is Enough! The time has come to free our people. You know this

is the truth; You know | am right...and we are not alone!

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

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

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

Woll, now ima startin to get carried away here so - Chow ?

P. 05/05
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Alaska Trucking Association, Inc,

3443 Minnesota Drive *Anchorage, Alaska 99503 <Phone (907) 276-1149 <Fax (907) 274-1946

www.aklrucks.crqg

The authoritative voice ofthe trucking industry in Alaska

November 8, 2007

SB2001 Qil Tax Issues (PPT)
Senate and House Finance Committees

The Alaska Trucking Association is a state wide organization
representing trucking interests from Barrow to Ketchikan. In 2008, our
association celebrates its 50(Anniversary of serving the interests of the
trucking industry in Alaska. Our more than 200 member companies
represent all of the diverse truckmg operations in the state along with
many associate members who provide goods and services to our

industry. It is important to note that, in Alaska, trucking employs over
20,000 people - 1out of 14 members of the Alaska workforce. Trucking
payrolls total over S900 million annually. Trucking consists of several
thousand family owned and corporate trucking businesses, most of

which have fewer than 10 employees.

On behalf of the ATA, I wish tu submit the following comments for the
record.

It has been said many times that, in developing our natural resources,
our constitution requires that we seek maximum return to the citizens of
Alaska. While it seems that the emphasis has been on raising taxes to
increase tax revenue to the state, we believe that the better way to
maximize benefits to Alaskans is to provide good paying, long termjobs
for this and future generations.

1he State needs to focus on how to slow the decline of production. To
accomplish that objective, investments need to continue in existing
fields, investments need to be made in heavy oil and investments need to

It you notit, j truck brought It..


http://www.aklrucks.crq
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Alaska Trucking Association, Inc.

3443 Minnesota Drive *Anchorage, Alaska 99503 Phone (907) 276-1149 eFax (907) 274-1946

wwW .aktrucks.org

The authoritative voice o fthe trucking industry in Alaska

be made to promote the development of new fields. Existing field
development should be the first priority. Most of the new production, in
recent years, has occurred in existing fields. Without this base
production, heavy oil and other new field development will face major

additional challenges.

The oil and gas business is capital intensive and it takes many years for
return on investments to occur. Increases to taxes lengthen that recovery
time and can negatively impact project economics and investment

decisions.

We believe that it is important in setting tax policy to produce adequate
revenues for the state but more importantly, encourage further
investment in the development of our abundant resources.

We urge you keep the tax rate low and use incentives to encourage
increased development investment. As stated earlier, we believe that the

better way to maximize benefits to Alaskans is to provide good paying,
long term jobs for this and future generations. Investment, not taxes,
will provide the jobs we need to ensure our future.

Sincerely,

Aves Thompson
Executive Director
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1577 C Street, Suite 201, Anchorage, Alaska 99501 * Phone (907)277-5200 « Fax (907)277-5206

E-mail: aseahq@ nfscnielocal52.org * Website: www.afscmelocal52.org

November S, 2007

The Honorable Lyman Hoffman

The Honorable Bert Steclman
Co-Chairs Senate Finance Committee
State Capitol

Juneau, Alaska 99801

Dear Senators Hoffman and Steclman,

On behalfof ASEA/AFSCME Local 52, the exclusive representative of all Oil and Gas Revenue
Auditors in the General Government Unit of State employees, | want to inform you that 1do not

support the provisions in SB 2001, Oil and Gas Tax Amendments, which move Oil and Gas Revenue

Auditors from classified to exempt service. lalso oppose the provision in th Senate Judiciary
Committee Substitute that creates a new class of Oil and Gas Revenue Auditors in exempt service.

I do recognize the necessity for the State to have a full compliment of qualified Oil and Gas Revenue

Auditors to ensure compliance with Oil and Gas Tax statutes. However, 1do not believe it is in the

best interest of the State and the citizens of Alaska nor is it necessary to move the auditors to exempt

service.

On October 27, 2007 1presented testimony to the Senate Judiciary Committee stating the following
concerns regarding the proposal to move the Oil and Gas Revenue Auditors to exempt service:

1 Moving the current classification of Oil and Gas Revenue Auditors from classified to exempt

service or creating a new class of Qil and (ias Revenue Auditors in exempt service will
remove them from the protections they have in classified service. A position in exempt
service is exempt from the State Personnel Act, there is no requirement for competitive
recruitment, and they have no right of appeal of dismissal to the State Personnel Board.
Their employment is governed only by the general labor laws of the State of Alaska and the
personnel policies of the Administration. For positions in exempt service there will be no
requirement that the most qualified be hired and they will be “at will" employees who may
be dismissed without “just cause”.
2. Positions in exempt service can be subject to outside and political pressure. Entities they are
auditing could bring pressure, cither directly on the auditor or on a policy maker in a future
State Administration, to overlook certain subjectiv e items in an audit.
given to an auditor they would have to comply or could be dismissed for failure to follow a

management directive.
V There would be no protections to ensure stability and continuity for ()d and Gas Revenue

If such a directive was

Auditors. Ifthe auditors are in exempt service the individuals filling those positions could be

replaced wi each new Administration. It is critical that professional auditors not be subject

to political encc or pressure or replaced at the “whim” of a new State Administration.


mailto:aseahq@nfscnielocal52.org
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Hoffman and Stcdman
Re: SB 2001
November 8, 2007
Page 2 0f2

4. The statements made by the Administration that they can not fill the Oil and Gas Revenue
Auditor positions unless they are moved to exempt service are not supported by the facts.
According to an October 2, 2007 Organization Chart for the Tax D:'"ision Department of
Revenue (attached), in the Production Audit Group there arc 7 Oil and Gas Revenue Auditor
1V positions of which 6 arc filled and 2 Oil and Gas Revenue Auditor Il positions which are
both filled. The Organization Chart also shows that there are 3 Oi." and Gas Revenue Auditor
Il positions which are currently filled and 4 Oil and Gas Revenue Auditor positions which
are currently vacant. However, information provided by the Department of Administration
(attached) indicates that there were 4 applicants for the vacant Oil and Gas Revenue Auditor
I positions but the offer of employment was “withdrawn due to pending legislation” on
October 17, 2007. The fact that there is only one vacancy in the senior level Auditor
positions (Auditor 1V, Ill, and Il) and there were qualified applicants for the Auditor |
positions makes it clear to me that it is not necessary to move any of the positions to exempt
service to successfully recruit qualified Oil and Gas Revenue Auditors.

ASEA/AFSCME Local 52 docs support a change in State law to provide more flexibility and
assurances that the State will be able to successfully recruit and retain highly qualified Auditors in
the future. As a former Commissioner of the Department of Administration | believe this can be

done while maintaining the positions in classified service.

Attached is a proposed amendment to the uncodificd law of the State of Alaska that, notwithstanding
the provisions contained in A.S. 39.25.150 (2), “like pay for like work”, would authorize the
Department of Administration to develop and implement a distinct position classification plan and
pay plan for Oil and Gas Auditors who perform the specific duties relating to the production tax
audits and royalty audits including net profit share audits. This distinct classification plan and pay
plan would apply to the auditors and their supervisors. The compensation and pay plan for auditors
and their supervisors in this new classification would be determined in accordance with collective
bargaining under A.S. 23. 40.070-250 (Public Employment Relations Act). The amendment would
also delete the provisions in the legislation that move the auditors to exempt service.

Let me assure you that ASEA/AFSCME Local 52 and I support your efforts to ensure that the State
has the qualified personnel to oversee this legislation and ensure that there is full and complete
compliance with the Oil and Gas Tax law. In that regard wc do support the proposal in the fiscal
note to contract with highly trained and professional auditors for a period not to excecil 4 years while
the department recruits and trains auditors to oversee and enforce the oil and gas tax.

lurge you to give full and thoughtful consideration to the amendment | have attached.

Sincerely,

fun puncan
Business Manager
ASEA/AFSCME Local 52, Al 1.-CIO

Cc: Senate Finance Committee members
All members Alaska State Senate



CS for SB 2001 (FIN)

Section 1- The uncodified law of the State of Alaska is amended by adding a new

section to read:

LEGISLATIVE FINDINGS:
The legislature finds that recruiting and retaining the highest quality state

employees to conduct production tax and royalty audits of Oil and Gas companies
doing business in the state of Alaska is extremely important.
The nature of the work is uniquely complex and the consequence of error is

extremely high.
The uniqueness of the work and the need to recruit the highest level of state

employees demands that Oil and Gas Revenue Auditors be compensated at rate of

pay commensurate with the work involved.

Sec. XX The uncodified law of the State of Alaska is amended by adding a new

section to read:

Notwithstanding the provisions contained in A.S. 39.25.150(2), the Department of
Administration shall develop and implement a distinct position classification plan
and pay plan for oil and gas auditors performing

A) production tax audits, and their immediate supervisors, in the Department of

Revenue; and
B) royally audits, including net profit share audits, and their immediate

supervisors, in the Department of Natural Resources

Compensation for oil and gas auditors shall be in accordance with collective
bargaining under A.S. 23.40.070-.250 (Public Employment Relations Act).
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Recruitment Period

10/12/07- 10/17/07

5/25/2007 - 6/4/2007

9/27/2007- 10/17/2007

9/20/2006-4/19/2007

9/20/200G-4/19/2007
8/4/2006 - 8/18/2006
6/6/2006 - 6/16/2006
4/28/2006 - 5/30/200G
6/13/2006 - 6/23/2006

3/9/2006 - 3/20/2006
6/8/2006 - 6/19/2006

8/10/2005- 9/1/2005

9/30/2005 - 10/1072005

Oil and Gas

Oil and Gas

QOil and Gas

Qil and Gas

Oil and Gas
Oil and Gas
Oil and Gas
Oil and Gas
Oil a id Gas

Oil and Gas
Oil and Gas

QOil and Gas

QOil and Gar.

Job Class

Revenue Auditor I/11/11l

Revenue Auditor IV

Revenue Auditor IV

Revenue Auditor Il

Revenue Auditor IV
Revenue Auditor I/1I/11l
Revenue Auditor I/1I/11l
Revenue Auditor Il
Revenue Auditor Il

Revenue Auditor IV
Revenue Auditor IV

Revenue Auditor I/1l

Revenue Auditor 1

PCN(s)
04-3271
04-3272
04-3273
04-3274
04-8023
04-3277
04-3276
04-3275

10-4233.
04-8039;
04-3271;
04-3272,;
04-3273;
04-3274

04-8023;
04-3277,
04-3276;
04-3275

10-4249.
04-3262
04-3263

10-4210.
04-8039.
10-4233.
04-8023.
04-3262
04-3263
04-8022

04-3262
04-32G3
04-8023

Total Number cf
Applicants

21

oo oo

13

Applicants
available and
eligible

19

12

[ I NORREN

Appointment
Made

No

Yes (3
unsuccessful)

Pending

No

Yes (2
unsuccessful)

Yes
Yes (1
unsuccessful)

Yes
No
Yes
No

Yes (2
unsuccessful)
Yes (one
unsuccessful
due to tilling
from previous
recruitment)

Comments

Withdrawn due to pending
legislation.

All State Employee recruitment

Alaska Resident only recruitment

All Applicant recruitment

All Applicant recruitment
Alaska Resident only recruitment
All Applicant recruitment
Alaska Resident only recruitment
All Applicant recruitment

All State Employee recruitment
All Applicant recruitment

All Applicant recruitment

All Applicant recruitment
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RECEIVEt

November 7. 2007 MOV - 9 200/

Senator Bert Steclman
Senator Lyman Hoffman
Senate Finance Committee
Pouch V

Juneau, Alaska 99801

Re: ACKSJ egislation

l.yndcn is an Alaskan transportation company bringing goods to. from
and within Alaska by road, air and sea. We provide logistics and transportation for most
of Alaska’s resource industries: fisheries, mining, construction and oil/gas. Our
company employs over 500 Alaskans. We have been providing service to Alaska for

over 50 years.

We uige the legislature not to increase taxes on the oil industry again.
Another major addition to the oil industry tax burden is not good policy and has potential
to negatively impact Alaska's future. Jobs and deve® | " 's are more
important than f’»lhcr adding to state government.

It is dillicult to imagine what our slate will look like in the future, but if
good decisions are made by our State leadership and the legislature we can have a healthy
economy, and we will be a strong Slate. It will take tremendous effort: however, to make
this happen. It we do not make good decisions and if we discourage investment and/or
drive away the resource industries. Alaska will lose a large numhei of private sector jobs

and our future will be dismal.

It is a critical time. We must understand that these decisions have long
term implications, just as Alaska’s success today is the result of goon lecisions made
many years ago. <)ur economic future depends upon the decisions you make today.



B LY N D E
Senate Finance Committee
November 7. 2007
Page 2

As the legislature deliberates on the Ciovernor's proposal and as you hear
eontlicting testimony from expert witnesses, consultants, industry representatives and the
general public, please weigh the risks of the proposed tax increase carefully against the
suggested benefits. While another increase in the tax rate may bring in more revenue to
the state in the short run - assuming the price of oil stays in the high range of 2007 - will
ii bring in higher revenues in the long run? Where will we be in 2020 or 2030? Will it
lead to the development of heavy oil and satellite fields? Will it keep the pipeline in
operation longer? Will we have a gas line? Will it lead to a brighter economic future for

eta state?

Our concern is that increasing taxes at this critical point will discourage
new investment, not only on oil and gas but on minerals. Let's not enhance Alaska’s

reputation as an unstable place to invest

Increased taxes will further inhibit a gas line. Increased taxes under the
ACFS legislation will likely result in a bleaker future for Alaska fewer jobs, reduced
revenue, lower property values and increased local taxes and a stagnate economy. We
can’tjust hope it will not do these tilings; we need to make sure it will not do these

things.

Ihe success of PPT should not be measured by the tax income to the state.
It should also be measured by the number ofjobs and development of new sources of oil.
PPT has been very successful, with employment and activity on the North Slope at the
highest level since construction of the pipeline itself.

Please make good decisions that create a viable future for our children and
grandchildren, just as your predecessors many years ago. to create the vibrant an
economy we enjov today.

Respectfully. (

v/c w
7
lim/Jansen

President A: ( In

N
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Palin says value of oil will continue to spur more development in state

Three conflicts becom e

key in special session

Gross vs. net

Juneau’ top rwo legislators
I>egan the special session op-
posed to Gov. Sarah Palin's plan
to tax oil companies' net profits,
hoping for a tax on gross rev-
enues as well.

"Fve always been agross tax
girl,” said Rep. Beth Kcrttula, D-
Juneau, and House Democratic
leader.

Sen. Kim Elton, D-Juncau,
was once a gross tax supporter
aa well.

Both look different lacks
during the session.

Kcrttularemained a believer
in a gross tax but shifted to sup-
port a net tax so she could influ-
ence the debate.

'Hie net tax that came out of
the legislature was the best
that could be obtained, she said,
and it includes provisions such
as a standard deduction on
some operating expenses that
will reduce die stale’s risk.

Elton,amember ofthe pow-
erful Senate Finance Commit-
tee, said he came to believe a
net tax was actually the best

way to go.

"Its dillicult to change vour
mind," lie said. "l changed my
mind.”

Sen. Johnny Ellis, another
prominent gross tax supporter,
did the same thing.

"I have evolved in my think-

ingy lie s%ed,.thougjl lie sald.an<

Wj%!lgé}ganre is Iisteni.ng
to industry, and has taken that
off the tabic,” said Sea Lyman
Hoffinan, D-BcthcL

W hat convinced the Lcgisla-
ture to remove the floor was a
desire to instead get more rev-
enue. for the state at higher
prices.

Department of Revenue
Commissioner Pat Galvin told
die House Finance Committee
that was an acceptable trade-off.

'Vc¢ believe you have to
»e** X one or the other, from
oui perspective," he said.

“Either include the floor in
order to protect the state at the
low end, or increase progressiv-
ely.. and save the difference to
protect the state at those low
prices,” he said.

Palin said Friday that the in-
clusion of more progrcssivity
plus the standard deduction
was a fair trade for the gross
floor.

Tools of the trade

Alaska last year adopted a
tax on oil company net profits,
without knowing much about
what those profits were and
how much the tax would raise.

[liis year Galvin said they
know more. Palin’s bill includ
ed new tools to provide dial in-
formation to the state, and the
ability to make public more in



mis nrTOo'TftuchrTre'said.

Palin on Friday said the
tremendously valuable resource,
combined with incentives in the
bill, would keep the develop-
ment going.

HI’ Alaska President Doug
Suitlcs, whose company oper-
ates the nations largest oil
field at Prudhoe Bay. issued a
statement criticizing the action
Friday.

During testimony before nu-
merous committees of the Legis-
lature, BP executives hinted, but
didn’t actually say, that theyd cut
spending in Alaska if taxes were
raised.

On Friday, Suttlcs continued
that strategy.

“We all need to be focused on
developing new oil production
for future generations of
Alaskans, but this legislation
does nothing to encourage more
iltvestment," he said.

, Rep. Anna Fairclough, R-Ea-
gle River, went a step fui'dicrand
made a claim the oil companies

oL grow fitimu icar sutn ms

the Petroleum Profits Tax passed
under former Gov. Frank
Murkowski last year and the
ACES plan proposed by Palin
this year, allows deductions of

costs to calculate the companies’

net profits.

Palin said her bill was crafted
to get more for the state when
prices were high and the compa-
nies could afford it, but also use
credits and deductions to spur
investment in new production,
even at lower prices.

“The bill strikes a careful bal-
ance," she said. "It assures a fair
share of our oil’s value for Alas-
ka, while encouraging producers
to invest in new fields.”

Lite in the session, the bill ap-
peared stalled in the Senate Fi
nance Commiittee, where
co-chairmcn Sen. Bert Stedman,
R-Sitka, and Sen. Lyman Hoff-
man, D-Bp.thgl, oppqftfdi't.,,

With the, constitutionally
mandated 30 day limit to the ses-
sion approaching rapidly. Palin
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man St
|
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alling, and blamed
he difficulty in getti
ed

2

g edman’s committee,
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committee in the House, yvei
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oI industry.

Senate “liuatice Compmittee
member Kim Ilion. D-liiugay,
said that on an issue as big as ipis
one it almost didn't matter wliat
the usually impoiiaut eommiliee
d|d Elton said his main goal was
to gel a bill to the Senate Fleet
where he and other allies of the
governor hail a majority,

an s
at stalli
on t

draft
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did the same thing.

“I have evolved in my think-
ing,” he said, though he said an
online poll shows 74 percentof
his constituents still support a
gross tax.

A net profits tax automati-
cally reduces taxes on the in-
dustry at low prices, a
self-adjusting mechanism Ellis
called “elegant in its design”

Ellon and Ellis weren’t the
only Alaskans to change. Palin
endorsed agross tax during her
campaign last year, but when
she introduced her bill it was
based on the structure of for-
nier Gov, Frank Minkowski’s
net profits method.

Among those who were not
persuaded, but also didn’t
adopt Kecrttulas strategy was
Rep. Harry Crawford, D-An-
chorage.

"l think a net profits tax is
just a huge mistake" he said

Crawford voted against the
bill, the only member of Kcrt-

tulas caucus to do so.
L, et oy, y

Fight on the floor

When I7alin introduced. Jier
bill, she included a safety mech-
anism, a small minimum gross
tax called a "floor” that would
only kick in at very low oil
prices.

Tliat would mean the state
would gel at least some income,
even at very low prices.

The Legislature eliminated
the floor from Palin's bill,
however.

The oil industry had op-
posed the floor, because it
made some projects more risky
if prices fell. With the floor in,
they might not be done at all to

at 21)00 levels, plus a 3 percent

annual adAustmen t, for the huge
Prudhoe Hay and Kuparuk fields.
Thats intended to prevent de-

ductions shontmg up again and
reduce the stale'srisk, she said.

> ed new toota toprovide that in-

formation to,'the state, and the
ability to make public more in-
foribattim about the oil busi-
ness and the state’s oil fields,

At the some time, Galvin
said they need additional audi-
tors and authority to make the
tax work,

“Give me the tools I need to
implement this tax," he said

The industry balked atsome
0f those changes, especially
Exxon Mobil Corp. Securities
and Exchange Commission
rules require me states other to
big oil producers, Cono-
coPhilllps and BP pic., to re-
lease some specific information
about their Alaska operations,

Those rules don’t cover
Exxon, and the company zeal-
ousty guards what it sees as its
business secrets.

is obviously,yeiy stop-,
siave to ExxonMphil,” said Dan
Seekers, Alaska'tax counsel for
die company.

He called the demands for
information "almost like a
witch hunt-"

Seekers said it would hurt
the business climate in the state.

"Is tliis really the position the
state wants to have?" he asked

Among the changes in the
Law are requirements thatcom-
panies that get valuable tax
credits to encourage explo-
ration. tell the state about wliat
they find

“We now have the ability to
gather data and understand our
oil patch," said Rep. David Gut-
tenberg, D-Fafcbanks.

That information is wealth

all by itself," he said

» Contact Pat Forgey a'. 523-2250 or
patrtclcforgeySjuneaueinplre.coni.

In 20(H, deduction amounts
doubled from die pr evmuse/ear A
surprise Commissioner of Rey-
enue Pat Galvin attributed to the
PP Thringing in SHOOm|II|on less
than expected.

Sen. Lesil McGuire, R An-
chorage, supported the tax in-
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state needed to take to quarantee
Its future. ,
"We're Alaskans, we like to
risk,” she 3aid. o
The standard deduction fixes
operating costs for several years

at 2006 levels, plus a 3 percent
annual adHustment for the huge
I'rudhoe Pay and Kuparuk fields,

That's intended to prevent de-

ductions shooting up again and
reduce the state'srisk, she said.,

In 2000, deduction amounts
doubled from the p,revmus[year,a
surprise Commissioner of Rev-
enue Pat Galvin attributed to the
PIT bringing in $800 million less
than expected. .

Sen. Lesil McGuire, R-An-
cliorage, supgorted the tax in-
crease. but objected strongly to
the standard deduction's late ar-
rival as ﬁart,ofthe debate.

“Inthe final hours this comes
out as die t|||n.? that is going to
make or break it she said,

She called it a significant
change that was poorlg under-
stood and inadequately debated,

Therriault, who helﬁed Palin
move (lie bill through the Senate
despite his position in the Senate
ReFublman. Minority, said the
state’s tax increase would come
before the oil companies paid
federal taxes, and would lower
those taxes significantly.

"A third of the take comes
frodm the federal treasury," he
said,

"Let's be fair when we talk
about the F,oten,nal impact to the
industry." lie said. .

Rep. 1.es Gara, D-Anchoiage, a
longtime advocate of oil tax re-
form but an opponent of last
year's ITT, said lie looked to for-
mer Gov. Wally HicktTs advice
about how tojudge ACES.

"The Constitution says we
should develop our natural re-
sources for the maximum benefit
for our people. ITiat's how you
measure _anY oil tix," lie said.

'Hie hill the Legislature passed
'I‘,restodres the state's sovereignty,"
le said.

Contact Pat forp.ey at 523-2250 or
patricMorgoy'junenuemplre.corn..
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Summary Comparison between vWTous Approaches to Production Tax

Current Law

as 4355011 (c) &(t)

Issue

Base Rate

Base Tax Rate

Progressivity AS 4355011(9)&(h)
S/bbl Starting point $40 net

Tax/$S of Price Index 0.25%
Average Value over ispipnimnrM W
Applied to

Cap

as 4355.011(7)

Gross Value Floor

as 43.55.023

Investment Credits

[nvestment Credits

Loss Carry Forward Credits 20%
Transitional Investment
Credits Ves

D.in L Dickinson CPA
11/12/700r
Matnx Summniy

SB/HB 2001 (ACES) as

introduced

Bill Sections 15 & 17

25%
Bill Sections 17,18
S30 net
0.20%
year
net
25% of net

biii section 15, 10. 31-35, & 41-42

bhi section 25-28.38-44 & 63
1/2in each of two years

25%

No

page t

CS HB2001(FIN)am
Bill Sections 15

25%
Bill Sections 17,18
$30 net
0.40%
E a w £

Bin suction 15

Butsection 25-28
p h h

25%

All taxpayers allowed
application of TIE matching
" pending in April 12006 -Dec
1, 2007, even if application
deferred



«

Issue
Exploration Credits As 43.55.025
Rates 20: AQ%
General SAdmin Costs disallowed

. In Cl, to avoid 3mile

DNR approval required? limit
Confidentiality of well data 10years
Seismic on non state land silent

Pre-existing well
"DNR TIE" Credits for pre
2003 seismic work?

Exceptions to Tax Credits

none

State Purchase of Credits

Paid from:

Annual dollar cap per
taxpayer?

ARM Board Purchases?

Dan E Dickinson CPA
11/12/2007
Matnx Summary

Summary Comparison between "mous Approaches to Production Tax

Current Law

One drilling season

no

none

§25 million
n/a

SB/HB 2001 (ACES) as

introduced

Bill Section 36 - 44
20: 40%

had acts |

Always

2 years

included
Two consecutive drilling

seasons

5%

none
AS 43.55.023(7) & (c)
oil and gas credit fund, funded
from production taxes

none
n/a

page 2

CS HB 2001(FIN)am

Bill Section 29-35
~30:40%
costs arising from Bad Acts I
~criminal

Always, w/lanquage changes

2 years, or if DNR declines to,
or private landowner declines
explicit exclusion v/ithout
permission
Two consecutive drilling
seasons

5%

Bill Section 41
unpaid ludgment

WS 25S mimonB(hgwe}?/erSAR'\l\//ll
unlimited)
yes



Summary Comparison between Vaffous Approaches to Production Tax

SB/HB 2001 (ACES) as

Issue Current Law introduced CS HB 2001(FIN)am
Allowable Lease Expenditures  a$43.55.165 Dill Section 46-51
Allowed by requlation no language must be must be
Use producer audits of N N N - N
operators? Explicit Explicit repealed; Implicit Explicit repealed; Implicit
add violation of law, lease or  costs arising from Bad Acts I
Disallow bad acts II? yes license ~Criminal

Dispute resolution

DR&R Allowed? Allocated 030 Iﬁlod ed events $.302 bl di Nﬂ 4+ intert
.30 + unscheduled events  S.30a bbl disallowed+ inten
"Corrosion" Issue HHHHBI disallowed language
Field Topping Plants
allowed? Yes No No
Off Lease allowed N - .
Public Outreach costs not explicit not explicit no; listed
Yet to be written re%ulations
will define 2003; then 3%
annual increase; (regardless
Opex of production or ownership?)

n,m f. Uickmr.on CI'A
11/12/2007

Matrix Summary pago 3



Summary Comparison between Vaffous Approaches to Production Tax

Issue Current Law
ns 43.05.230 and royally

Inform ation statutes
forward looking information
required none
Disclosure of tax
information
DNR sharing royalty o N
information w/ DOR limited ability
DOR sharing tax o N
information with DNR limited ability
Statute of Limitations a$ 43.05.250
State assessment must be
issued within 3yrs
DOR Auditors As 39.25.100
DOR &DNR auditors
exempt employees? no
Effective Date
Generally nfa
Retroactive to April 12006 n/a

Dan £ Dickinson CI'A
11/12/2007
Matrix Summary

SB/HB 2001 (ACES) as

introduced

infoimation "necessary to

forecast... revenues under AS
4355", Penalty up to $1000a

day.
ifaggregated w/2 other

producers, no requirement to

prevent identification
expanded ability
expanded ability

Bill Sections 1,14,50 new AS
43.55.075

6yrs
Bill Sections 10, 65, 67
yes

Bill Section 64
Jan 12008

deferred maintenance issues

pago 4

CS HB 2001(FIN)am

Bill Sections 2-9,11,13,36-39.52
information “necessary to
forecast... revenues under
AS 4355". Penalty up to
51000 a day if demanded
information not forthcoming.
if aggregated w/2 other
producers, [stil under
umbrella -re%wred to prevent
identification]

expanded ability
expanded ability

Bill Sections 1,14,41 new AS
43.55.075

6yrs

Bill Sections 10, 56
2DNR and 4 DOR exempt
master auditors authorized

Bill Section 1,60-61
Jan 12008
deferred maintenance issues
(Intent language)



Sum mary Comparison between vinous Approaches to Production Tax

SB/HB 2001 (ACES) as

Issue Current Law introduced CS HB 2001(FIN)am

Downstream Costs As 4355.150 Bill Section 43

Downstream Tanker and

Pipelines = Actual, except,
Reasonable v actual reasonable if lower
Prima facie reasonable “just and reasonable"” and
Taps Tariff arms" length transactions
Gas Ceilings thru 2022 As 43.55.011 Bill Section 22
Where Cl Cl Cl +qgas used in the state
Additional Penalties neWAS 4355055 BI||SeCtI0n 40
Penalty for under estimated
payments

10% for 10% or 10mm
Additional Penalties for linderstrnnt. 20% for 20% or
Under reporting none none 20mm understmnt
Intent Language bui section |
overall intent of legislation n/a no included
long standing interpretation
of SOL n/a included included
Half the money from certain
retroactive apBIications to
PERS and public education
fund
tax savings from ?as
ceilings outside Cl passed encourage availability of
on to ultimate consumers n/a no affordable gas
Dnn E Dickinson CPA
11/17/2007
page 5

Molnx Summary



Summary Comparison between \rafious Approaches to Production Tax

SB/HB 2001 (ACES) as

Issue Current Law introduced CS HB 2001(FIN)am
Admin 2.$43.55.020( a ) bui sections 12.23-25.42
Estimated payments 5 .
Monthly Estimated without ceilings, refund N . Ceilings applied monthly ﬂA
payments due taxpayer at year end  Ceilings applied monthly ~and C) could be more parallel
may appropiiate 550 mm from
[THEAP funding No No progressivity
yes -with limitation for bad
Whistleblower lanquage No No . faith
general grant for retroactive .
DNR NPSL requlations nfa applications may be retroactive
Required 2011 Report - Yes Yes deleted

Dnn G Dickinson CPA
11/KV2007 }
Matrix Summ;ny | ar|0 6
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Estimated Average Effective Tax Rate on Gross Taxable Value

at Various West Coast ANS Price Levels
(FY 2008-2014) ; ,

§60 §80 $100 $120 §140
(ANS Price in $2008)

Note: Volumes percurrent Fall 2007 DOR Forecasts.

ppt Expected: CurrentU w Vain# coat* p*rfl*elfno|* toHB1001. " ey
Senate Judiciary: $81041 utlng 0.4% progreaahrltyrat*, M % eycraii cap, TIE Credit 2000-2007 (of new producer*, doct not Include T AM adjualment
<e. Houa™ Bill: 882001 ualng 0.4% propreaalvity rate, 10% Gverall cap. Til credit 2Q04-1007 fornew producer*, .Opel Indexed to-100t figurei.

PPT Expected

Senate Judiciary CS
ouse Bill
2001

H
5B
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