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MEMORANPI M April 23, 2007

SIBJECT: Legislative intent (SB SO; Work Order No. 25-LS0425\A)
T0: fitters

S mtrnc  £nom
FROM: Dc'a'r%;-lﬁsﬁ Eﬁll!}ck .y - fcc C-6-a/v/m —  /fsno lohjtr

Legislative Counsel Canpie/Psm|

While | was attending the hearing of the Senate Resources Committee on SB 80 onApril
20, 2007, a memo was offered for the purpose of explaining the intent behind the
enactment of AS 43.55.165(e)(18). You asked whether the memo may be considered as
evidence of the legislature's intent behind the enactment of that provision.

The simple and short answer is, no.

1have found no reference to the particular memorandum n the minutes of the August 9,
2006 meeting of the Special Committee on Natura’ Gas Development at which

AS 43.55.165(e)(IS) was adopted as an amendmert to the bill.1 Indeed, the
commissioner of revenue testified at the Senate Resources Committee meeting on

April 20, 2007, that the memo was not publicly relerscd until after the change in
administration.  L'ndcr these facts, the memorandum was never available to the
legislature and there is no basis foi using the memorandum as evidence of the intent of
the legislature at the time the amendment was adopted, and ultimately, when the bill was

passed.

Without evidence of legislative intent to the contrary. AS 43.55.165(c)(IS) means no
more than what it presents;

te) For purposes of this section, lease expenditures do n u include

(1Si that portion of expenditures, that would otherwise be qualified
capital expenditures as defined in AS 43.55.023(k), incurred Junng a
calendar >ear that are less than the product of SO.30 multiplied bv the total
taxable production from each lease or property, in BTU equivalent barrels.

The minutes for this August 9. 2006 meeting arc published on the Internet at

L= 1» \ u,lei>ts. stiite ttk.nVIh}sis/c’t'l_siiigU,j>iinitte.d.\p:sessien=2-Jc&bi i;Jiiie=001-J2SL
1'1'3Jinc=02(1V(JS; rinu‘=1026S:Jiitc=20n60W9<£ ;u=iiwi=\"GD&u>ul>t =S.



Senator Tom Wagoner
April 23. 2007
Page 2

during that calendar year, “xcept that, when a portion of a calendar year is
subject to this provision, the expenditures and volumes shall be prorated

uithin that calendar year.

The paragraph includes no reference to the standard of maintenance or repair required
before an'expenditure may be deducted.

comparison, the bill under consideration by the Senate, Resources Committee, SB 0

B
aftempts to Impose a standard of care on an operator: if an operator falls below the
standgrd, the ast)ouated expengltures will be ?ﬂsal?oweg & a deduction.

If | may be of further assistance, please advise.



Page 1of

Mary:

This is in reply to y *r e-mail sending the PSIO amendment to SB # 80 that Senator Wagoner intends to introduce.
We reviewed the Droposed amendment and believe it will improve the bill.

Attached are written comments we sent to the committee on Wednesday when asked to be available to testify on SB
80. This proposed amendment specifically addresses a concern expressed in section 2 (e) of our attached

comments which recommended PSIO be the designated lead because of its responsibility to oversee facility and
equipment maintenance. Pursuant to section 2 of Administrative Order No. 234. dated April 18, 2007, AOGCC is one
of the participating a gncies and will be able to provide coordinated advice and consultation to the Department of

Revenue through PS('? :

ested at lines 22 and 23, p.3 of the hill, that the term "good oilfield practices” be substituted in place of

We also sug
dqpractices of the industry”. We don't know if this was considered.

“the standar

As you know, we have the utmost respect for the sponsors of this bill. Other comments (in our attachment) identify
policy considerations we felt obligated to bring forward. Having done so, you may assure Senator Wagoner we will do

our absolute best to implement this bill in whatever form it is adopted.
These comments reflect the views of the commissioners of the AOGCC and you may distribute this e-mail as you see
fit.

John K. Norman
Chair,
AOGCC

4.20 2007
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4/19/07

AMENDMENT

OFFERED IN THE SENATE BY SENATOR WAGONER
T0: CSSB 80( ), Draft Version "M

Page 3, lines 21 - 22
Delete "Alaska Oil and Gas Conservation Commission”
Insert “person in the Department of Natural Resources who is the lead person for

exercising oversight over the maintenance of oil and gas facilities, equipment, and
infrastructure in the state"



Dated: 4-18-07

Alaska Oil and Gas Conservation Commission’s
Comments regarding SB 80/HB128-OIL and
GAS PRODUCTION TAX: EXPENDITURES

Th|s Ieg|slat|on IS proposed 2s a Jaw ofg?e anc?l appllc%tSlgR/ etl?lroor%j hout theS %tﬁtg of
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3. Difficulties InDetermining Root Cause:
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March 2, 2007

The Honorable Kurt Olson
State House of Representatives
Alaska State Ca8|to|, Room 110
Juneau, AK 99801-1182

RE: Response to Prudhoe Bay Pigging Inquiry

Dear Representative Olson:

During Tom Williams' testimony to the House Oil and Gas Committee on behalf
of BP Exploration (Alaska) Inc." (“BPXA") on Thursday February 22, 2007, you
raised two questions for which Mr. Williams needed to obtain additional
information before responding. Specifically, you asked whether BPXA had
B|gged the oil transit lines since the ARCO acquisition and when the lines had

een pigged.

BPXA last ran an in-line inspection tool ;V"smart p|g’2 Ir, October 2006 in the
Eastern Operating Area ("E A"Land in November 2006 in the Western
Operating Area (‘WOA"), in each case we completed two runs to collect the
inspection data required. Prior to these runs in' 2006, the last time BPXA ran a
smart p|_? was in 1998. The 1998 smart and maintenance pig runs on the WOA
oil transit lines revealed no significant corrosion and only modest solids returns.
We also are aware that ARCO Alaska conducted a 1990 pig run in the EOA oil
transit lines, while it had operational accountability for facilities on that side of the
field. Another smart plqbrun had been scheduled for mid-2006. Unfortunately

the WOA leak occurred before this took place.

Since this past summer, BPXA has initiated a pi ?mg schedule whereby cleaning
(also called maintenance) pigs are run on a weekly basis. In addition to cleaning
any solids and water residue that maY have accumulated in the lines, pigging is
one of a number of techniques used to control corrosion.

DPXA uses pigging, ultrasonic testing (UT), visual insEelction_s, corrosion
inhibitors and other techniques as appr(wrl_ate for each individual oil field's ana
each line's characteristics and history. While corrosion in oil field production,
processing and transmission facilities is a result of natural physical forces and
cannot be completely prevented, BPXA's program was designed to control
corrosion, extending the useful life of our North Slope infrastructure.



Since August, BPXA has made a number of changes in our operations. The
most significant is a change to our organizational structure with the addition of a
Technical Director. The Technical Director reports directly to the President of
BPXA and provides independent assurance of our infrastructure integrity

management.

| trust that this is responsive to your inquiry. If we can be of further assistance to
your understanding of these matters, please don't hesitate to contact us.

TonyJSroc*”
Technical Director

cc  Members House Special Committee on Oil and Gas



Senate SPECIAL COMMITTEE ON NATURAL GAS DEV Minute 24 Legislature

Insert":
(19) costs or a portion of the costs

determined by the commissioner, in consultation with
the commissioner of environmental conservation and the

chair of the Alaska Oil and Gas Conservation
Commission, to be

(A) related to the repair and replacement ot
improperly maintained property or equipment; or

(B) incurred to maintain the operational

capability of facilities or equipment shut down or

operating at diminished capacity because of improper
maintenance of property and equipment””

SENATOR GREEN objected for explanation.

SENATOR WAGONER explained that he has presented
on behalf of Senator Therriault.

SENATOR THERRIAULT aaid the amendment was prompted by the recenc
shutdown of a portion of the TAPS line due to maintenance
issues, which raised the question of how vrepairs would be
handled in a net-based PPT system. The amount of oil produced by
the affected fields 1is approximately 375,000 barrels per day.
His calculations indicate that the operating costa, even when
there ia no production, are about $1 million per day* The
amendment allows the commissioner of revenue, in consultation
with the commissioner of the Department of Environmental
Conservation (DEC), and the chairman o.C the Alaska Oil and Gas
Conservation Commission (AOGCC) to determine what costa are
attributable to lack of maintenance and disallow those costs.

1:38:20 PM
SENATOR BEN STEVENS commented chat paragraph (B) on line 8 might

encourage a complete shut down, because the operating expenses
would not be deductible when operating at diminished capacity.

SENATOR THERRIAULT said he doe6 not think it would have that
effect, because agency personnel have the latitude to look at
the costs and agree what is and is not reasonable and allowable.

SENATOR BEN STEVENS reiterated that lie believes it would
encourage a total shutdown and that it might provide a
disincentive to replacing bad equipment.

SENATOR THERRIAULT repeated that, because the commissioners have
the flexibility to make determinations on a case-by-case basis,
he does not believe that would be the case.

CHAIR  SEEKINS used an automobile maintenance analogy to
illustrate how the agency representatives might make the
determination and asked if that 1is how Senator Therriault sees
it working

ASENATOR THERRIAULT agreed with his analogy and emphasized that
this refers specifically to improperly maintained equipment.

1:-1347 pm
XR DICXINSON, Consultant to DOR, commented that hi.s
interpretation of the amendment 1is that ail operating costs

would be disallowed as long as the plant 1is operating at

luip:, 7wWA\V\v,lcgis.siaie..ik.ustbasis/gcl_singlc_minutc.nsp?scssion=24&bcg line=00142&en...

thisamendment

Page 19 0f33
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MEMORANDUM March 12, 2007
SUBJECT: Disallowance of cost assocrated With Iac ( (mproper
maintenance (CSSB 80( );Work Order No. 25- S 2 H5\WM
TO: Sﬁnator Cparlre Huogins

arr %L nate esources Committee
aron Lo

FROM: ] )
Legislative Counsel
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X B?E?d N g%roerirtslroélergd bySyou:? Soricofel191E) and (C) s offered
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lease (egogend} The e ndrtue%%at de%e dis n%we yun r])?
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cateqo rreso 00sfs | be disallowe easons j oost%eare e geeg
fo 1 Aure to maintain grooe ry or ech lPmenth i, accordance Wit

Cetermine the commis o er of revenue with the. a vrce and counsel ofat?%

mmissiongr’ of environmental conservation, the commissioner of natural resources
che Hfass?(a 0]] ang (5as Conservation Commission,

1AS 43.55.160(a).



Senator Charlie Huggins
March 12,2007
Page 2

The frrst cateo of disallowed expenses are the costs of repairing and replacing the
actual r&%r e%ursoment thaﬁn%s"neglectedz ThesemcostgJ are r%?scnbe% n

AS 43, 5 05 nsec. 1oft

he costs disallowed rier AS 43 165 ass) e costs that directl resul
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Click here to return to the original story

BP admits to withholding documents

Executive receives more time to prepare for hearing on N.
Slope pipeline corrosion

%I—\ GTON - AtoE FP executive has ackn ed that the com an
W|th document ast year from lawma ers Were |nvest|r%1
SL-CU |n8 Mmeasures were a factor in the p|peI|ne corrosion that

cause A?askas argest onshore oil spill.
InaIetter hat con res |onaI iI?emocrats disclosed on Weg %sda BP

me ca a|rma an Presigent Robe l\/laoneasosal at e
trouti the extent of ol eftﬁ r[;ers frustrations Int epenmgsleadmg
up o last year's North Slope 0| spill,

alone, who took over at BP Amenga after the March 2006 spill inthe
Pru hoe B ay ollfield, %ald "We need time to d eermlne howt e concerns and
frustrations expressed by workers were ultimately resolved.

H|s |etter, dated Monda released as Ie ders of the House Ener
Commerce Comm|ttee Xgr%gé t0 postpone a garing on the AIa5<a o?tlsgﬁ

until May 16

Malone asked for more ti prepare for the heann]q after facing new
ﬂuestlons rom committee ea?ers g%estlnuhhat coipany scrim mg might

Ve Com m|sed testing and maintenance that co i e prevented t
e et e

In his plea for more time, t\{talone echged some 0f the committee's concerns,
sa mg some of BP's recent Rroduce recoras "raise concerns about
previous spenaing decisions that cause me concern.’

In kee Ing with Malong's effo o c]c newculture ofopenr]ess at BP,
hesa| t.com an |C|a t di cos a 2002 stafe co Euance
orderr ererying t plz eline se |mentst at couldl have contributed to prtting

and corrosion;
Meaém sald docum nt on uas)h trecent e meﬁ)hls attention and thﬁt of the

BPAaska Itaso ISclosed to tne energy committee during a
hearing In September.

http://juneauempire.com/cgi-bin/printit2000.pl
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While Malone sai ﬁheso rlered an investigation, some co epan offrci%,s
rae etermrne at the Q ntwaso er ooe because It pertained to

eak detection an not SpGCI ICa yto corrosion.

But the connection hecame clearer as compan offrirals amassed some 20
million documents | conﬂectr n\grr congre{ Aona and other federal
mvestr?atrons miot e spill and subsequent oil disruptions In the nation's top-

producing il fiel

"Our process for gathering and producing documents for the commjttee was
not wnat 1t s oulcgﬁavegge J?ard BP 38 okesman Ronnie Chappe n"

It was durin dg this same time frame, he mdri:]ated Jhat worker frustrations
were vented™ apparently to no avail. That, he said, will change,

" vva,nt to eliminate the frustration vorcedr many of the documen Bg/
cre(? ngacu(%e In which wor rs are co %n therr ocernsvvr hearg

ddressed_before they wou ever reach t eve ustratron EXDresse
In these historical documénts,”" Malone wrote.

L%r]essronal leaders cited Malone's mrsgrvrn%s about the missing
ents in thelr gecision to grant the company more time.

"We now kn wth oce e with cost- cut measure that may have
com romrse nes§ eearnrn $22 on In pro |ts Hﬁ al We
don Know | |s y said Eriergy Committ eCharrman Johin Dingell, D-Mich.

Haletter co-signed by feIIow Michigan D mocyat Bart Stu ak chai |rman of
f g esove Sight subcommittee, L eI sal edrs? thrs
material has clea Mrse clruestrons abolt th adegua% g/ou res onse to
tne commiftee, as Well as previous spending decisions made by you

qrcﬁjrere {0 return to sto
ntp://www Juneauemptrreycom/stor|es/050307/sta 20070503009.shtml

http://juneauempire.com/cgi-bin/printit2000.pl 5/3/2007
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Oil giant faces questions about deadly blast in Texas

Oil giant faces questions about deadly blast in Texas

Wednesday, July 27, 2005
By Chip Cummins and Thaddeus Herrick

TEXAS CITY, Texas -- After a huge explosion at a BP PLC plant here in March killed 15
workers in the deadliest U.S. petrochemical-industry accident in 15 years, the company put

most of the blame on some of its employees.
But now the search for the cause is raising some unsettling questions.

London-based BP acknowledges faulty equipment and other troubles at the unit at the Texas
City refinery where the explosion occurred, although it doesn't directly connect those
problems to the accident. In addition to the deaths, more than 170 people were injured.

Two federal agencies have pointed to safety problems at Texas City. And all this comes
against the backdrop of cost-cutting in an industry with very old equipment.

Tuesday, BP said that it had set aside $700 million to cover compensation for victims'
families and those injured in the March 23 blast.

But the company could still face regulatory action. Managers at the Texas City refinery
"don't have a culture of safety that looks at all the details," said John Miles, Southwest
regional director for the Occupational Safety and Health Administration. OSHA is
investigating the deadly explosion. Mr. Miles notes that over the past 16 months, there have
been two other major accidents at Texas City. In September 2004, two employees were
scalded to death while removing a valve from a hot-water line. In March 2004, the refinery

had a big, nonfatal fire.

Three significant accidents in that span of time are "a concern,” Mr. Miles said. In addition,
in May 2004, a contractor was killed in a fall at the refinery, although the contractor's

employer, not BP, was cited.

In April, OSHA put the BP refinery on a national watch list of safety violators in all
industries. OSHA doesn't publicly release the list but confirmed that BP is one of only two
refiners among some 700 companies identified. OSHA said the other is Coffeyville
Resources Refining & Marketing LLC, a much smaller operation in Coffeyville, Kan.
Coffeyville Resources said that it believes its inclusion on the list reflects the accidental
death ofan employee in May 2004. The company said that overall it "enjoys a good safety

record."”

Another federal body, the Chemical Safety and Hazard Investigation Board, is conducting its
own probe. Spokesman Daniel Horowitz said the board so far has identified a number of

safety problems at Texas City.

BP publicly issued a report in May that accused some of its midlevel plant managers and
hourly workers of "surprising and deeply disturbing" mistakes. These errors allegedly
included a failure to provide supervision and disregard of company procedures. BP has
removed the refinery's top manager and fired a handful of other employees —but won't say

how many.

A lawsuit filed in state court in Galveston claims that the ultimate blame lies with BP. The
suit alleges corporate "gross negligence" and seeks unspecified damages on behalf of victims
families and several people injured in March at the sprawling refinery near Galveston Bay.

One of the suit's original plaintiffs was David Crow, a 58-year-old outside maintenance
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contractor. In the early afternoon on March 23, he heard a thundering noise and then was
buried beneath debris. He fractured six vertebrae and shattered his foot and ankle. "People
lost their lives over something that could have been avoided," said Mr. Crow, who now uses
a walker to get around. After being interviewed for this article, he agreed to settle his claim

against BP on confidential terms.

The explosion occurred when workers restarted a small gasoline-processing unit, an
operation that is inherently tricky because many controls are adjusted at once and

combustible substances begin moving rapidly.

BP is walking a fine line in its response to the accident. It has denied any negligence and is
cooperat' Ig with federal investigators. But it also has apologized and promised to continue
settling with survivors and victims' families. Many settlements have already been agreed to,

the company said, without providing details.

BP has denied any connection between cost-cutting and plant fatalities. It contends that
overall safety at its American refineries has improved since it acquired them.

"l think the culture ol safety, in terms of policies and procedures, was there," said Ross
Pillari, president of BP Products North America. "But the implementation of these policies
and procedures was clearly not there, because if it was, the accidents wouldn't have

happened.”

BP has five refineries in the U.S. Two others that, like Texas City, were acquired during a
buying spree staited in the late-1990s have also had worker deaths recently.

On New Year's Day 2004, a technician at a plant in Whiting, Ind., fell and cracked his skull
after a corroded handrail gave way. BP investigators concluded in an internal report, separate
from the one issued in May, that there hadn't been a procedure to inspect and repair the
facility’s handrails, which date to the 1940s. BP said that it has since inspected all handrails
at its refineries. Indiana regulators fined BP S1,625 over the incident.

In May, a contractor was found dead at BP's refinery in Cherry Point, Wash. An initial
company investigation has found no evidence that the death was related to an accident, a
person familiar with the inquiry said. The death is under investigation by the county coroner

and state safety regulators.

Even excluding the Cherry Point death and the 15 fatalities in March, BP's four other deaths
since January 2002 are more than the number recorded by its main rivals in the U.S.,
according to federal data and information provided by the companies. BP is America’s third-
largest refiner. No. 1 ConocoPhillips and No. 2 Exxon Mobil Corp. each had one death

during that period.

There hasn't been a new oil refinery built in the U.S. since 1976, and most plants show their
age. New construction has been discouraged by stricter environmental rules and other factors.
Regulators say that old facilities don't necessarily pose unusual dangers, as long as effective
safety and maintenance programs arc in place.

The world's second-largest publicly traded oil company, BP operates internationally and does
everything from drilling for oil to running gasoline stations. Its global safety record --
measured by hours workers miss because of injury and accidents that merit reporting to
regulators —is one of the industry's best.

Using the motto "Beyond Petroleum,” the company has promoted its image for social
responsibility. Chief Executive John Browne has championed attempts to reduce global
warming by lowering carbon-dioxide emissions at BP facilities.

The company grew suddenly when it purchased Amoco Corp. in 1998 and later scooped up
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Atlantic Richfield Co. BP's success in improving efficiency and lowering costs at its newly
acquired American refineries has been shown in a periodic survey done by the Dallas
consulting firm Solomon Associates. Widely used for comparing refinery performance, the
survey showed that in 2000, BP's U.S. plants ranked in the middle of the industry on
measures such as return on investment. By 2004, BP rose to the top 25 percent. Last year, BP
reported overall profit of $15.7 billion on revenue of $294.9 billion.

The municipality of Texas City has long been an industrial hub. In 1947, it suffered one of
the country's worst industrial accidents ever when a ship full of fertilizer exploded, killing

nearly 600 people.

BP acquired the Texas City refinery from Amoco. In the 1990s, Amoco had reduced the
plant's unionized work force by 19 percent, to 1,300 people, according to Sonny Sanders, a
former Texas City employee and longtime labor-union official. Under Amoco, major
maintenance overhauls, called "turnarounds,” became less frequent, said Mr. Sanders, now a
United Steelworkers representative. BP said it wasn't in a position to comment on Amoco's
actions. The steelworkers union, which represents BP employees, has challenged the
company's findings on the blast and is conducting its own probe.

As it absorbed its American acquisitions in 1999 and 2000, BP cut its work force of U.S.
refinery employees and contractors by 10 percent, largely by means of buyouts in Texas City
and W hiting, Ind. At Texas City, the staff of unionized maintenance craftsmen and operators
fell by 213, or about 18 percent, the company said in written answers to questions for this
article. The reductions were partially offset by greater use of outside contractors, BP added.

"The approach to reducing costs was well thought out and systematic,” BP's Mr. Pillari said.
It "does not appear, in so far as we have seen, to have had anything to do with the fatalities"
at Texas City or anywhere else, he adds. The company said in written answers that it has
steadily increased overall spending on maintenance in the U.S. At Texas City in 2003-2004,
BP said that it spent 40 percent more per barrel of oil it refined than was spent in 1997-1998
under Amoco. BP declined to disclose dollar figures.

Current and former Texas City employees and contractors paint a different picture. Under
BP, the refinery deferred some routine maintenance inspections because of staff shortages,
according to three former employees and one current worker. In addition, certain safety
procedures have been ignored at the plant, according to seven people who have worked there.
Contractors and BP employees sometimes work high above ground without proper safety
gear, according to four of these people. BP said that it requires strict compliance with its

policies for working at an elevation.

But OSHA's regional director, Mr. *lilcs, said that managers at other Texas refineries he has
inspected, including one nearby owned by Valero Energy Corp., are more actively involved
in safety issues. "You don't see that down the street" at BP, he said.

Mr. Crow, the veteran maintenance contractor who was injured in March at Texas City, said
disrepair at the plant was worse than what he has seen at comparable refineries. He said he
was particularly troubled by corroding metal springs that hold refinery pipes in place.
"Everything out there is rusty,” he said.

Glenn Alexander, a 45-year-old electrical contractor who suffered shoulder and back injuries
in the March blast, said corrosion plagued much of the refinery. Last year, he said, a metal
structure supporting power and communications lines high above ground collapsed because
of corrosion. No one was injured. Another section of the same sort of structure "was wobbly
and could have fallen any minute,” he said. Mr. Alexander was a plaintiffin the negligence
suit against BP but agreed to a confidential settlement after he was interviewed.

The company said that it aggressively addresses corrosion, sometimes shutting down certain
operations to do so. Citing the large size of the plant, BP said it couldn't confirm the incidents
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Mr. Alexander described.

Last year, before the March explosion, BP shook up its maintenance-inspection program at
Texas City, replacing the top inspectors. But the company emphasized that inspection-
staffing levels weren't "a critical issue."”

BP executives said that overall, the company's U.S. operations are sound. Still, it is auditing
safety procedures at all ofits U.S. plants, trying to determine if any are "resource
constrained,” BP's Mr. Pillari said.

The blast in March occurred in a part of the refinery known as an isomerization unit, or isom.
It processes gasoline to boost octane, which prevents engine knocks. BP's report on the
accident in May details a series ofpast problems at the isom but doesn't link that history to

the accident.

Since 1986, employees had recorded seven fires at the isom, not including the March blast,

the company said. This small section of the refinery consisted ofa control room, a 164-foot
processing tower and venting equipment, which included a 113-foot "blowdown" stack. The
blowdown stack released buildups of dangerous liquid or vapor in emergencies.

BP's report said that a water system used to cool the venting equipment had been out of
service for some time before the huge blowup. Baffles, which are metal plates that aid the

condensation of vapor, had corroded badly.

In April 1997, Steven Adams, an isom-unit operator, filed a suggestion to .Amoco
management to replace a faulty pump connected to the venting system. If the pump failed,
combustible liquids could c\ erflow into the refinery sewer system and possibly ignite.
Amoco apparently never acted on the suggestion. Si' nonths after BP took over the plant,
the idea was rejected as "not cost effective," according to an internal company memo.

Mr. Adams was one of the employees fired after the March blast. Last month, he filed a
defamation suit against BP in iTexas state court, alleging that the company ruined his
reputation by unfairly blaming him and others for the deadly explosion. BP declined to

comment on 'he Adams firing or the suit.

The decision not to replace the isom unit’s pump could prove significant. In its report, BP
said it was possible that combustible material escaped from the venting system into the sewer
and ignited there, setting off the blast. But in its written responses to questions for this article,

BP said there is no indication the pump malfunctioned.

In February, operators of the isom unit shut it down for maintenance. Mr. Crow and dozens
of other outside contractors were working out of trailers nearby. BP said in its report that the
contractors weren't warned about the potentially dangerous restarting of the unit, as they

should have been.

The isom unit's daytime supervisor, Scott Yerrell, arrived late the morning of March 23,
according to BP’s report, which didn't identify him by name. Then, just before 11 a.m., he left
the plant f personal reasons, the report said. BP fired him after the accident.

Mr. Yerrell is a co-plaintiffin the defamation suit against BP. His attorney, Charles Dunkel,
said that his client left to attend emergency surgery for his son, who had broken his arm the
day before. Mr. Yerrell lined up a replacement to supervise the start-up and shouldn't have

been fired, the lawyer said.

By 12:40 p.m., pressure and heat had climbed above normal levels in the isom unit's
processing tower, where gasoline components are separated, the BP report said. A worker
outside the unit called the control room to report steam-like vapor coming from the unit's
smoke stack, an indication that something might have been going wrong.
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At about 1:20, a small explosion occurred, followed by a much louder one. Some people on
the scene said that they heard a series ofexplosions. The blasts shook windows in houses
miles away. BP said the most likely cause was that explosive vapor and liquid ignited after
operators overfilled the processing tower and the volatile mix vented out of the stack.

W hile continuing to press its investigation, the federal Chemical Safety Board has said that
some of the isom unit's alarms and indicators appear to have failed to notify workers about
dangerous levels of liquid building up in the unit's processing tower. The board is also
studying why BP placed the contractors' trailers so close to the isom plant.

BP said that the alarms weren't a critical factor in the accident. In its May report, it
acknowledged that the trailers were too close to the isom.

Mr. Alexander, the injured electrician, watched the destruction of the trailer in which his
wife, Lorena Cruz-Alexander, was working as an administrator. He identified her remains
several days later. "If 1had known a unit was starting up, Lorie wouldn't have been anywhere
near this site," he said. "I wouldn't have been anywhere near the site."
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79%ion, usu. in a bond indenture, stating that the
"’issumg entity will not pledge its assets if it will result
win less security to the bondholders under the inden-
Ature agreement.

Mlegatlve pregnant. A denial implying its affirmative
%posne by seeming to deny only a quallflcatlon of

n-jthe allegation and not the allegation itself. o

Nexample is the statement, "I didn’t steal the mone

K|ast Tuesday." the implication being that the the
“ night have happened on another day. — .Also
Jtermed negative pregnant with an affirmative. Cf. affix-
Native pregnant. [Cases: Pleading ©=126. C.J.S.
*Pleading § 191]

gative prescription. See PRESCRIPTION ni.

ative proof. See proof.

-negative reprisal. Sec reprisal.
ativeright Seeright.
ative servitude. Seeservitude t2i.

ative statute. Seestatute.

ative testimony. See negative eviderue under EM
CENCE

ative veto. See qualified veto under veto.

jlect, n. 1 The omission of proper attention to a
erson or thing, whether inadvertent, negligent, or
URUl; the act or condition of dlsregardlng 2. The
ilurc to give proper attention, supervision, or ne-
sities, esp. to a child, to such an extent that harm
bulls or is ||ke|y to result. Cf. abuse. — neglect,
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Itd neglect. The failure of a person responsible
f2d minor to care for the minor's emotional or
‘tiysieal needs. » Child neglect is a form of child
isc- Local child-welfare departments investigate
rts of child neglect. In a severe case, criminal
Rtges may be filed against a person suspected of
Uk neglect. [Cases: Infants ®=!156.]

ble neglect. Censurable or blameworthy ne-
U neglect that is less than gross carelessness
more than the failure to use ordinary care.

bmental neglect. Failure to provide necessary
,tional nurturing and physical or cognitive
Julatlon as a result of wnich a child could
cf from serious developmental delays.

tional neglect. Failure to ensure that a child
|dd* school in accordance with state law.

able neglect. A failure — which the law will
Ue —to take some proper step at the proper
““(esp. in neglecting to answer a lawsuit) not
u*c of the party's own carelessness, inatlen-
«)Q willful disregard of the court's process, but
fUse of some unexpected or unavoidable hin-

negligence

drance or accident or because of reliance on the
care and vigilance of the party's counsel or on a
promise made by the adverse party. [Cases: Feder-
al Civil Procedure ©=2656; Judgment ©=362.
C.J.S.Judgments § 320.]

inexcusable neglect. Unjustifiable neglect; neglect
that implies more than unintentional inadvertence.
» Afinding of inexcusable neglect in, for example,
failing to hie an answer to acomplaint will prevent
the setting aside of a default judgment. [Cases:
Federal Civil Procedure ©=2656; Judgment
©=362. C.J.S.Judgments § 320.]

medical neglect. Failure to provide medical, dental,
or psychiatric care that is necessary to prevent or
to treat serious physical or emotional injury_or
illness. « In determining whether a parent's refus-
al to consent to medical treatment is neglectful,
courts use any of three approaches: (1) an ad hoc
test, (2) a best-interests-of-the-child test, or (3) a
balancing test that weighs the interests of the
parents, the child, and the stale. Cf. FATTHHEALINg
EXEVPTION

physical neglect. Failure to provide necessaries, the
lack of which has caused or could cause serious
injury or illness.

willful neglect. Intentional or reckless failure to
carry out a legal duty, esp in caring for a child.

neglected child. See child.
neglect hearing. Seenearing.

neglegentia (ncg-li-jen-shee-a). n. [Latin] Roman law.
Carelessness; Inattentive omission.  Neglegentia can
be of varying degrees, which may or may not result
in actionable liability. — Also spelled negligentia. See
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Iata neglegentia ‘Iay—ta neg-li-jen-shee-a). Extreme
negligence resulting from an unawareness ol
something that the actor should have known.

magna neglegentia (magna neg-li-jen-shee-a). See
gross negligence under negligence.

negligence, n 1 The failure to exercise the standard
of care that a reasonably prudent person would have
exercised in a similar situation; any conduct that falls
below the legal standard established to protect oth-
ers against unreasonable risk of harm, except lot
conduct that is intentionally, wantonly, or willfully
disregardful of others' rights. « The term denotes
culpable carelessness. The Roman-law equivalents
are culpa and neglegentia, as contrasted with dolus
(wrongful intention). — Also termed actionable negli-
gence’, oidman negligence; simple negligence. [Cases:
Negligence ©=201. 233. 250. C.J.S. Negligence 14
34.°59. 118-121. 125-127, 130-131, 133] 2. A tori
grounded in this failure, usu. expressed in terms ol
the following elements: duty, breach of duty, causa-
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criminal negligence. Gross negligence so ext,
that it is punishable as a crime. « For exam
involuntary manslaughter or other neglf
homicide can be based on criminal negligence;
when an extremely careless automobile driver ki
someone. — Also termed culpable negligence;.
negligence. [Cases: Criminal Law ©=23; Neglig
©=1800-1802. C.J.S. Criminal Law § 38; Negligf
88 913-914.916.]
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culpable negligence. 1 Negligent conduct thai
while not intentional, involves a dlsregard of th
consequences likely to result from one's actions..
See criminal negllgence

a barrier. Cf. passive negligence. Ej ggleab eg| g)?ézcet de ?P]Iljtelo\ﬁgmus' tdsefslg%di fiﬁs ;
advertent negligence. Negligence in which the actor an n In conne IOH Itn ne ge ‘%
is aware of the unreasonable risk that he or she is e an ﬁ BP |S sometimes used In e sen tn

creating; recklessness. — Also termed willful negli-
gence', supine negligence.

casual negligence. A plaintiff's failure to (1) pay
reasonable attention to his or her surroundings, so
as to discover the danger created by the defen-
dant’s negligence, (2) exercise reasonable compe-
tence, care, diligence, and skill to avoid the danger
once it is perceived, or (3) prepare as a reasonable
person would to avoid future dangers.

collateral negligence. An independent contractor's
negligence, for which the employer is generally
not liable. See coll-vceral-negligence doctrine.

comparative negligence. A plaintiffs own negli-
gence that proportionally reduces the damages
recoverable from a defendant. — .Also termed
comparative fault. See comparative-necligence doc-
irine [Cases: Negligence ©=549. C.J.S. Negligence
85262-264]

concurrent negligence. The negligence ol two or
mure parties acting independently but causing the
same damage. Cf.joint negligence.

contributory negligence. 1 A plaintiffs own negli-
gence that played a part in causing the plaintiffs
injury and that is significant enough (in a few
jurisdictions) to bar the plaintilT from recovering
damages. * In most jurisdictions, this defense has
been superseded by comparative negligence. See
contributory negligence doctrine. [Cases: Negli-
gence ©=547. CJ.S. Negligence 88 293, 297.] 2.
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ﬁﬁ?ﬁg Onlygssedsaswd Keeton on Ihe Law ol Torts §33°4

irvnif negligence. 1 Careless or reckless con-
_ thai exposes someone to extreme danger of
$ijury or 10 imminent peril. 2. See gross negligence.

Eiadruted nit, igence. Negligence of one person
Kofged to another; negligence resulting from a
Aujty's special relatlonshlp with another party who
jpjriginally negligent — so that, for example, a
rent might be held responsible for some acts of
hild. [Cases; Negligence €=>483, 575; Parent and
ild ®13.5(2). C.J.S. Negligence 88 152-153,
-280; Parent and Child § 191.]
ftadvertent negligence. Negligence in which the
ctur is not aware of the unreasonable risk that he
kE)he is creating, but should have foreseen and
ioided it. — Also termed simple negligence.
negligence. The negligence of two or more
irs acting together to cause an accident. Cf.
ftrrenl negligence.
Inegligence. See negligent e per se.
ce in law. Failure to observe a duly ini*
by law. See negligence per se
*negligence per se. Negligence established as a inal-
rar of law, so that breach of the duty is not ajury

jpiestion. « Negligence per se usu. arises from a
Jtory violation. — Also termed legal negligence.

> Negligence €259, CJS.  Negligence
[if34-147.]
negligence. Lack of ordinary diligence;

failure to use ordinary care. « The term is
it commonly used to differentiate between neg-
ce _and gross negligence. [Cases; Negligence

Wi’ve negligence. Negligence resulting from a
toon's failure or omission in acting, such as

tig to remove hazardous conditions from puh-
tpr perty. CF. active negliger e.

fesriunal negligence. See MALPRACTICE.
en negligence. See gross negligence.
inegligence. See inadvertent negligence.

negligence. The failure to exercise the great
e of an extraordinarily prudent person, result-
Jin liability in special circumstances (esp. those
folving bailmt its or carriers) in which lack of
Binary care would not result in liability; lack of
at diligence.
icquent negligence. The negligence of the dc-
‘ant when, after the defendant's initial negli-
gee and the plaintiffs contributory negligence,
tdefendant discovers — or should have disrov-
— that the plaintifl was in a position of
rBer and falils to exercise due care in preventing
"laintilfs injuries. — .Also termed supervening
ce. See last-CLEAr.chance doctrine. [Cases:
agq_l-%n](-ie ©=>530. C.J.S Negligence §) 281-290,

fnegligence. See advertent negligence.

i negligence. Negligence arising out of the disre-
STd of tax-paytnent laws, (or which the Internal

A5 LeWx A

[y

—r— s

negligent hiring

Revenue Service may impose a penalty — 5% of
the amount underpaid. IRC (26 (JSCA) § 6651(a).
[Cases: Internal Revenue ©=*5219. C.J.S. Internal

Revenue § 824.]
wanton negligence. See gross negligence.
willful and wanton negligence. See gross negligence.

willful negligence. See advertent negligence.

negligence rule. commercial law. The principle that ifa
party's negligence contributes to an unauthorized
signing or a material alteration in a negotiable in-
strument, that part) is es wﬁpEd from raising this
issue against later parties who transfer or pay the
instrument in good faith. « Examples of negligence
include leaving blanks or spaces on the amount line
of the instrument, erroneously mailing the instru-
ment to a person with the same name as the payee,
and failing to follow internal procedures designed to
prevent forgeries. [Cuses: Banks and Banking
0=148(3); Bills and Notes ©=279, 365(2). CJ.S.
Banks and Banking 88 434-435; Bills and Notes; Letters
of Credit 81 29-30. 33. 150-151.]

negligent, adj. Characterized by a person’s failure to
exercise the degree of care that someone of ordinary
prudence would have exercised in the same circum-
stance <the negligent driver went through the stop
sign> cnegligent construction caused the bridge to
collapsc>. (Cases: Automobiles ©=>146;, Negligence
©=>20, 232. C.J.S. Motor Vehicles 88 18. 41, 500-503,
506-510, 545-546, 550-552, 554-555, 1299 Negli-
gence 88 5-13, 15-20, 33, 64) — negllgently, adv.
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Punishment and Responsibility 16J iq ff9é]83

negligent act. Seeact.

negligent entrustment. The act of leaving a dangerous
article (such as a gun or car) with a person wno thr
lender knows, or should know, is likely to use it in
an unreasonably risky manner. [Cases: Automobiles
©=192(11); Negligence ©=>351-355; \Weapons
®=!18(1). C.J.S. Motor Vehicles 85 838-840; Negligence
88 157-160. 170; Weapons 88 52-53.]

negligent escape. See escape i3>,

negligent hiring. Torit  n employer's lack of care in
selecting an emplo) ~ sho the employer knew or
should nave known i  unfit for the position, there-
by creating an unrea  able tisk (hat another person

would be harmed.



30 Cents per Barrel Disallowance Example

PPT Calculation

(Revenue - Costs - Investment) x 22.5% - (Investment x 20%) Less Other Credits, Plus Surtax = Tax Owed
-$0.30 -$0.30

($62.66 - $6.38 - $6.01) x 225% - (8601 x 20%) $10.11 per barrel



Disallowing “deemed capital maintenance” costs
900,000 barrels/day
365 days/year

328,500,000 barrels/year
0.30 cents/barrel

$98,550,000 per year reduction for (a) lease expenditures; and (b) capital expenditures

$98,550,000
Lease Expenditures Capital Expenditures
$98,550,000 $98,550,000
22.5% Tax Rate 20.0% Credit Rate
$22,173,750 $19,710,000
$41,883,750

Annual Increase in PPT due to (e)(18)

| believe that this would provide a good answer to possible public critL.sm th  under the PPT we would provide
50% of the replacement costs of pipelines as a result of the Prudhoe Bay shut down."

Pedro van Meurs, August 8, 2006 letter
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Sponsor Statement
HB 128 - Disallows PPT Reductions for Improperly Maintained Facilities

HB 128 cleans up language and closes a loophole in the recently passed
Petroleum Production Tax (PPT) legislation.

As currently written, producers may deduct or use as credits, expenses for
repairs made to infrastructure that has been improperly maintained. Once
HB128 is enacted, deductions or credits against the PPT for these types of

repairs will be subject to review and approval.

This bill instructs the Commissioner of the Revenue to consult with the
Commissioner of the DEC and the Chair of AOGCC. Relying on standard
practices of the industry, they will determine the portion of the costs related to
repair or replacement of improperly maintained property or equipment
available for deduction or use as a credit

This concept came forward as an amendment in the Senate Resources
Committee in early August of 2006. The ongoing corrosion problem currently

experienced by BP serves to emphasize the importance of this change in statute.

The responsibility for the expenses related to repairs made to improperly
maintained infrastructure should not lie with the State of Alaska.

| respectfully ask for your support of this hill.

Email: Representative_Kurt_Olson@]legis.state.ak.us
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HOUSE BILL NO. 128
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FIFTH LEGISLATURE - FIRST SESSION

BY REPRESENTATIVES OLSON, Harris, Ramras, Guttenberg, Neuman, Holmes, Thomas, Stoltze, Joule,
Fairclough, LeDoux, Kcrttula, Wilson, Lynn, Crawford, Gara, Grucnbcrg, Doll, Doogan, Edgmon, Buch

Introduced: 2/12/07 _ _ _
Referred: House Special Committee on Oil and Gas, Resources, Finance

ABILL
FOR AN ACT ENTITLED
"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."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 43.55.165(e) is amended to read:
(e) For purposes of this section, lease expenditures do not incluce

(1) deprec tion, depletion, or amortization;

(2) il or gas royalty payments, production payments, lease profit
shares, or other payments or distributions of a share of oil or gas production, profit, or
revenue;

(3) taxes based on or measured by net income;

(4) Interest or other financing charges or costsof raisingequity or debt
capital;

(5) acquisition costs for a ‘ease or property or exploration license;

'1' HB 128

11BO!28a
New Text Underlined [DELETED TEXT BRACKETED]
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(6) costs arising from fraud, wilful misconduct, or gross negligence;

(7) fines or penalties imposed by law;

(8) costs of arbitration, litigation, or other dispute resolution activities
that involve the state or concern the rights or obligations among owners of interests in,
or rights to production from, one or more leases or properties or a unit;

(9) costs incurred in organizing a partnership, joint venture, or other
business entity or arrangement;

(10) amounts paid to indemnify the state; the exclusion provided by
this paragraph does not apply to the costs of obtaining insurance or a suretybond from
a thirc-party insurer or surety;

(11) surcharges levied under AS 43.55.201 or 43.55.300;

(12) for a transaction that is an intermal transfer or is otherwise not an

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

(13) an expenditure incurred to purchase an interest in any corporation,
partnership, limited liability company, business trust, or any other business entity,
whether or not the transaction is treated as an asset sale for federal income tax
PUIDOSES;

(14) atax levied uncer AS 43.55.011;

(15) the portion of costs incurred for dismantlement, removal,
surrencer, or abandonment of a facility, pipeline, well pad, platform, or other
structure, or for the restoration of a lease, field, unit, area, body of water, or right-of-
Way in conjunction with dismantlement, removal, surrender, or abandonment, that is
attributable to procuiction of oil or gas occurring before April 1, 2006; the portion is
calculated as a ratio of the amount of oil and gas production, in barrels of oil
equivalent, associated with the facility, pipeline, well pad, platform, other structure,
lease, field, unit, area, body of water, or right-of-way occurring before April 1, 2006,
to the total amount of oil and gas production, in barrels of oil equivalent, associated
with that facility, pipeline, well pad, platform, other structure, lease, field, unit, area
body of water, or right-of-way through the end of the calendar month before
commencement of the dismantlement, removal, surrender, or abandonment; a cost is
not excluded under this paragraph if the dismantlement, removal, surrender, or

HB0128a
New Text Underlined [DELETED TEXT BRACKETED]
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abandonment for which the cost is incurred is undertaken for the purpose of replacing,
renovating, or improving the facility, pipeline, well pad, platform, or other structure;
for the purposes of this paragraph, "barrel of oil equivalent” means
(A) inthe case of oil, one barrel
(B) Inthe case of gas, 6,000 cubic feet
(16)  costs incurred for containment, control, cleanup, or removal in
connection with any unpermitted release of oil or a hazardous substance and any
liability for damages imposed on the procucer or explorer for that unpermitted release;
this paragraph does not apply to the cost of developing and maintaining an oil
discharge prevention and contingency plan under AS 46.04.030:
(17)costs incurred to satisfy a work commitment under an exploration

license under AS 38.05.132;
(18) that portion of expendiitures, that would otherwise be qualified

capital expenditures as defined in AS 43.55.023(k), incurred during a calendar year
that are less than the proaict of $0.30 multiplied by the total taxable production from
each lease or property, in BTU equivalent barrels, during thet calendar year, except
that, when a portion of a calendar year is subject to this provision, the expenditures

and volumes shall be prorated within that calendar yeag
(19)  costs or that portion of the costsdetermined by the

commissioner, in consultation with thc® commissioner of environmental
conservation antj"ihe-ctTair-ef-th"Alasic*Ofi and"aE~Ctnfte;rvation Commission
and reiving on the standard practices of the industry, to be
(A) related to the repair and replacement of improperly-|PfA"
maintained property or equipment;
(B) incurred to maintain the operational capability of
facilities or equipment shut down because of impropermaintenance  of
V' Property or eouipment; or ,
A (CK for operating facilities or equipment at diminished
capacity in proportion to the amount of diminished capacitythat is caused
by the improper maintenance of property or equipment.
* Sec. 2. The uncodificd law of the State of Alaska is amended by adding a new section to

HB 128
New Text Underlined [DELETED TEXT BRACKETED)
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read:
APPLICABILITY. Section 1 of this Act applies to oil and gas produced after

March 31, 2006.
* Sec.3. The uncodified law of the State of Alaska is amended by adding a new section to

read:
TRANSITIONAL TROVISIONS. (a) A person that filed a statement under
AS 43.55.030 before the effective date of this Act and decuicted lease expenditures that may
not be deducted under AS 43.55.165(¢), & amended by sec. 1 of this Act, snall file an
amended retum and pay any aditional tax within 90 days after the effective ate of this Act.
(b) A person required to make an installment payment of estimated tax under
AS 43.55.020(a) for a period not included in a return required to be filed before the effective
date of this Act shall determine the amount of the underpayment, if any, that is attributable to
lease expenitures that may not be deducted under AS 43.55.165(g) as amended by sec. 1 of
this Act. The amount of any underpayment determined uncer this subsection snall be paid
within 90 days after the effective date of this Act
*Sec. 4. The uncodified law of the State of Alaska is amended byadding a new section to
read!
RETROACTIVITY. Section Lof this Act is retroactive to April 1 2006.
* Sec. b. This Act takes effect immediately under AS 01.10.070(c).

HB 128 -4- HB0128a
New Text Underlined [DELETED TEXT BRACKETED]
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Sectional Analysis

HB 128 - Disallows PPT Reductions for Improperly Maintained Facilities

Section 1: amends AS 43.55.165(e) which establishes lease expenditures not
available for use as credits or deductions to the Petroleum Production Tax (PPT).

New subsection (19) establishes new language regarding costs related to the repair
and replacement of improperly maintained property or equipment.

These costs are subject to review by the Commissioner of The Department of
Revenue, the Commissioner of the Department of Environmental Conservation
and the chair of the Alaska Oil and Gas Conservation Commission, relying on

industry standards.

Section 2:

provides for applicability to the oil and gas produced after March 31,

2006, as with the PPT.

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

Section 4: provides for retroactive dale to the same period as the PPT.

Email: Representative_Kurt_0Olson@legis.state.ak.us
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:

2007 LEGISLATIVE SESSION Bill Version:
() Publish Date:

HB 128

hb 128-dec-spar 2/20/07

Revision Date/Time (Note if correction): Dept. Affected: Dept of Environmental Conservation
Title OIL & GAS PRODUCTION TAX: EXPENDITURES ~ RDU Spill Prevenlion and Response

Component  Director's Office

Sponsor Olsonetal

Requester House Special Committee on Oil and Gas Component No. 1392

Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2008 FY 2009 FY2010  FY2011 FY2012 FY2013

Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0 00 0.0

[CAPITAL expenditures

ICHANGE IN REVENUES ( ) T
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health

Other (Specify Type-Do ot abbreviate)
e MoTaL 00 00 00 00 00

Estimate of any current year (FY2006) cost: 00
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 separate page if necessary)
No additional costs are expected with this legislation.

Prepared by.  Larry Dietrick Phone 465-5250
Division Spill Prevention and Response Date/Time 2/20/07 4.00 PM

Approved by: Larry Hartig
Agency Department of Environmental Conservation

(Revised 1/2>2007 Bucket Sorviceg) Page 1 of 1

Dale 2/20/2007

00

00



FISCAL NOTE

STATE oF ALASKA Fiscal Note Number:HB128 DQR-TAX-2-22-07

2007 LEGISLATIVE SESSION Bill Version: HB 128
(O Publish Date:
Revision Date/Time (Note if correction): Dept. Affected] Revenue 04
Title Qil & Gas Production Tax: Expenditures RDU Taxation and Treasury
Component  Tax Division

Sponsor Representative Olson

Requester (H) Oil and Gas Component No. 2476
Expenditures/Revenues (Thousands of Dollars)

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

OPERATING EXPENDITURES FY2008  FY2009 FY2010 FY2011 FY2012 FY 2013
Personal Services

Travel

Contractual 1249 124.9 1249 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

JCAPITAL EXPENDITURES | | |
ICHANGE IN REVENUES ( ) * * * * * *
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Matrh

1004 GF 1249 124.9 124.9 124.9 124.9 124.9

1005 GF/Program Receipts
103/ GF/Mental Health

Other (Specify Type-Do not abbreviate)
TOTAL 124.9 124.9 124.9 124.9 124.9 124.9

Estimate of any current year &FYZO_O?Z)_co_st:_ - 312
Check 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 separate page if necessary)

‘This bill would add certain costs rela* ng 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 the hill, 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 property or equipment; and/or (2) maintain the operational
capability of facilities or equipment that are either shut down or are diminished in capacity. The bill
effective date is retroactive to April 1, 2006 - the effective date of the petroleum profits tax (PPT).

Phone 269-1033
Date/Time 2/22/07 11:00 AM

Date 2/22/2007

Prepared by: Jon lversen and Cherie Nienhuis
Division Tax

Approved by: Jerry Burnett
Agency Derailment of Revenue

Page 1o0f2

(Revised 91182006 ONE)



FISCAL NOTE

STATE OF ALASKA BILL NO. HB 128
2007 LEGISLATIVE SESSION
ANALYSIS CONTINUATION

The impact this biii would have on petroleum tax revenues is indeterminate. Costs identified as disallowed
under this bill could be categorized as either operating costs o1 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 (FTF) 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 to carry a second contract
of this magnitude or greater in order to fulfill the requirements of this legislation.

Page 2 of 2
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SARAHPALM, GOVERNOR

“U  siln» o V- ey e
DEPARTMENT OF NATURAL RESOURCE 660 WEST 7™ AVENUE. SUITE 600
DIVISIOH OF OIL A QA BB (0GR
FAX: 290733090038

The Honorable Tom Wagoner
/uaaka State Legislature

State Capitol

Juneau, Alaska 99801-1182

Dear Senator WagoneT,

'n v? 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. | would like to offer &ew comments and suggestions regarding the bill. Some of
these issues have been discussed with the State Pipeline Coordinator’s Office, the Alaska Oil and
Gas Conservation Commission (AOGCC), and the Department of Environmental Conservation

(DEC).

1 agree that the commissioner of Natural Resources should be one of the commissioners with whom
the Department of Revenue (DOR) consults on certain costs related to improperly maintained

propt y or equipment. The Department of Natural Resources fIDNR), 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 PSIO will have the leading role coordinating system integrity issues with other

: -cr.cies such as the DEC and AOGCC.

Second. | would point out that it may be difficult for the agencies to rely on “standard practices of
the industry.” Although *“standard industry practices” is a commonly used term, It is not a term of
art. You could attempt to define and reference standards, such as 1SO standards and guidelines, set
by various associations such as APl and ASME. However, standards for corrosion control and
monitoring are not well established. There are no standards that the Division of Oil and Gas is
aware of that 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 and Gas is recommending language be included that defines
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 to define or establish “improper maintenance” or “improperly
maintained” in order to use it as a standard for costs. The Division of Oil and Gas suggests that you
consider wording sucn as “improper maintenance as indicated by an unanticipated failure.”
Alternatively, you might consider “proper maintenance™ defined as the replacement of equipment
based on a regular or routine surveillance of the property, equipment, or facilities.

"Develop, Consen: and Enhance NaturalResourcesfo r Presentand Future Alaskans.”

DNR LETTER COMP

. BILL



ALASKA OIL AITO GAS 353 W. 7th AVENUE, SU
CONSERVATION COMMISSION éHgHERAGQ%-7§\2L7F\93_§§\3§9501-3539
FAX 907) 276-1542
February 16,2007

h onorable Th mas H. Wagoner Y

Alas a tate e |s ature

State Capitol, #
Juneau, AK 99801
lie: SB 80
Dear Senator Wagoner,

IS IS in se to your February 12 letter requesting comments regarding the
rer%erenc Tdkton Y (uesting garding

As an independent re]gulato ar%ncy, eAIafka Oil and Gas Coh]se tion Commrssron
EA GCC), does not Nave a?as lon eitner in favor of or against t h ﬂ
owever, Un erstand and agree with the premise that an o%erators ould no be allowed

dp ahrft cost? ref i gxfro Substancard maintenance practices to the State through tax
eductions for Tease &xpenaitures,

Our main conceyn with the bill is the absence of a recrse definition of im roPer
maintenance. The Dill proposes rerrn? on standa P[ractrces of the mdusr?/ é;
\Wnether there has been' Improper main enance ut orten there are no established Industry
standards to rely upon._ Even v\hen standargs have been established by the Am errcan
Petroleum [nsti ut API) or similay professronal orlganrzatrons  they are normall 0ﬂ|y

recommended practices.” Also, such Industry quigelines are supject to change, whic
: o Icf be?t ?d to the st recerit standard or

ralses a question about whether an operator Sou
to the stgndar prevailing wnen tne a)?eged Improper maintenance c?ecrsronvvasmae

Insome r(?stances |tvvrll obvious that there has %e%n im roger vqr%%nr%g%erre other
[

Instances (particularly well systems ipment) t
gsrgn Inst X llation, operatron ar%J |nte ance alfare |nte atoa

consider _
eterminatiory of jmpropriety): an |n some etermrnatronsvvrl rr}urre detailed
structrve gestructive, metallurgic, etc)

Investigation (per asrnclu in tes n
and apgficatro F expertise not readl )gavarlagevrnthrn this agency.
Another concern is the fact that much of the equipment and ?ystems Inan orIfreIri) that arc

su ] marn enance and thus failure duetfo |m\Pro er/rna Bquate maintenance) arc not

ert er AO CC or Department of Environmenta nserva%ron ThiS ralses
%tronsu ut how toru el ;f}a I maintenance™ In the absence of regulatory

althority and oversignt res OnSIol OI' sucn Systems and equipment.

AOGC A LETTER COMP. BILL
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Finally, I would suggest that DOR be required to provide its consulting agencies with specific data
aiid records relevant to the 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, |
appreciate the opportunity to offer comments and to work with you.

Acting Director

cC: Tom Irwin, Commissioner, DNR
Jonne Slemons, Acting Coordinator PSIO
Marie Crosley, DO&G
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February 20, 2007

The Honorable Tom Wagoner
State Senate

Alaska State Capitol
Juneau,Alaska 99801-1182

Dear Senator Wagoner:

Thank you for the opportunity to review SB 80 regarding allowable lease expenditures for credits
and deductions under the Petroleum Production Tax. | would like to offer a few comments on the

bill.

First, the term “standard practices of the industry” may be difficult for the agencies to apply. It is
my understanding that “standard industry practices” arc not well 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.

| am also concerned about “relying on” the “standard practices of the industry” because the
taxpayers would be providing and setting the standard. Whether the concept of “standard
oractices of the industry” is an appropriate benchmark depends on whether the industry has set

and followed an appropriate standard.

Accordingly, | suggest changing “relying on” to “taking into consideration." This change would
expand what the Department of Revenue could consider in determining whether a taxpayer
improperly maintained property or equipment. Changing the language to “taking into
consideration” doesn't limit the inquiry to industry practices, where the industry practices are

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 of diminished capacity that is
caused by the improper maintenance of property or equipment.” A possible interpretation could
be that the taxpayers should not operate facilities unless they are going full bore (not at
diminished capacity). If there arc other facility costs the bill is trying to exclude, the language
may need to be more specitic, with it focus on “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.”

DOR LETTER COMP. BILL
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Mary Jackson

From: Hay, Linda [Linda_Hay@dec.state.ak.us]
Sent: Monday, February 19, 2007 12:29 PM
To: Mary Jackson; Konrad Jackson

Subject: SB 80 DEC Comments

Attachments: Hay, Linda.vcf

Hay, Lindéwcf (541

Mary & Konrad - Here are the initial reactions from our folks in the Spill
Prevention and Response Division. I will 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
will be issuing an indeterminate fiscal note. Please bear in mind that this could change

with possible amendments:

SB 80 & HB 128 provides a mechanism whereby costs or that portion of the costs related to
repair and replacement of 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 of 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 re ulation 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

is not something required by DEC where thosecosts are

or replacement of pipelines
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 oraccess 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 tha
extent needed for accountants and the state to make a determination.

Linda Hay

Legislative Liaison

Dept, of Environmental Conservation
Commissioner®"s Office

907-46?7-5290 direct

DEC E-MAIL
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President BB Egg)l(o%%o&ﬁﬁdaska! Inc.
900 E Benson Boulevard
February 15, 2007 Anchomgo,sAlaskauS)gSlg 6C12

Honorable Members
Alaska State Legislature
State Capitol

Juneau, AK 99801

Dear Ladles and Gentlemen:

A number of questions have been raised about BP's Intent to deduct certain costs related to
the Prudhoe Bay field shutdown last August. | am writing to confirm our position on this issue
and at the same time reiteratu BP's commitment to and plans for our business in Alaska.

with respect to the deductibility of costs, we can only speak for BP. Taxes are paid on a
company wide basis rather than a field specific basis and BP cannot speak for the other
Prudhoe Bay owners on tax issues.

BP follows the law when it files its taxes. Accordingly, BP will assume the appropriate
deductions & credits for the costs associated with the repair and replacement of the Prudhoe
Bay Oil Transit Lines (OTLs). Specifically, BP will deduct appropriate costs associated with
repair of the OTLs and will seek authorized credits for capital costs to replace them. Similarly
in compliance with the PPT Laws, we will not seek to deduct costs associated with cleaning

up the oil spills.

To put this issue Into context, | would like to openly share our estimated 2006 Froduction
taxes.* For the final nine months of 2006, the period over which PPT was applicable, we
estimate that BP's production taxes will almost triple from $180 million under the old ELF-
based tax to more than $500 million under PPT. Over the same period, BP's share of the
deductions and credits associated with the costs of inspection, business resumption, and
replacement of the OTLs will result in a total deduction of around $11 million in 2006, which
we have included in our 2006 production tax estimate.

We believe our approach is appropriate for the following reasons:

1) Itis important to realize that the OTLs are some 30 years old and were sized for
significantly higher production than we will have in the future. The OTLs would have
been replaced in the normal course of business, even if the events of last year had not

taken place.

2) We are in the process of building a new state of the art pipeline system for the future life
of Prudhoe Bay. This is not a like-for-like replacement. Rather, we are investing in a
brand new system, with pipe diameter sizes very different than the original design to
reflect the reduced production from these maturing oilfields. The new system will have
new chemical injection systems, upgraded pig launchers/receivers, upgraded leak
detection system, and a Fusion Bond Epoxy external coating for longer life. The system
will be in operation for decades to come. We believe this investment is in the best
interests of the State of Alaska and the North Slope producers.

We appreciate the opportunity yesterday to discuss our Alaska business with the Senate
Resources Committee and update them on the commitments we made in August 2006.

BP LETTER



February 15, 2007
Page 2 of 2

BP remains fully committed to the ongoing integrity of its facilities. As we embark on a vision
of our next 50 years in Alaska, we will continue to make significant investment in facility

renewal. This is not about replacement. It is about designing and constructing new facilities
ina way that underpins the future and ensures the operability of the North Slope for decades

to come.

With respect to PPT, last year the Leglsla: -e held long and difficult debates that ultimately
led to the passage of PPT. The regulations are still being formalized as this legislation has
not been In place for very long. We are only just preparing to submit our first tax returns
under this new system. As a result, we believe it Is premature to consider changes to the
structure or intent of the current legislation. We believe it would be prudent for all parties,
including producers and the State, to wait until PPT is fully implemented and we have real
experience of its operation and impact before making any changes.

I hope I have pnvided you with the clarity of BP’s intentions that many of you have been
seeking and the reasoning behind the decisions we have made.

| look forward to working with the legislature as we progress our vision for our business in
Alaska, including the commercialization of Alaska Gas, and as we bring our vision of a 50-

year future to reality.

Sincerely,

Pleasa note that, In disclgsing In this letter certain specific tax informatjon and BP's tax positions regarcling PPT,
BP does not intend to walosergme caﬁl((igm ity of anypegf Its tax gf Utorials and Inforrmtlor%snder ap;e)ﬁgra%lrgaw
(including AS 43.05.230), other than Ihe particular Infonnatlon disclosed.



FISCAL NOTE

STATE OF ALASKA Fiscal Note Number: hbo89-dnp J&G-02-21-07

2007 LEGISLATIVE SESSION Bill Version: HB89
(O Publish Date:

Revision Date/Time (Note if correc_tion)r: Dept. Affected Natural Resources
Title Oil & Gas Production Tax RDU esource Development
Component Oil and Gas Development

Sponsor Rep. Gara
Requester House Oil and Gas Component No. 439

Expenditures/Revenues (Thousands of Dollars)

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

OPERATING EXPENDITURES FY2008 FY2009 FY2010 FY?2011  FY2012 FY2013
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 ( ) f
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other (Specify Type--Do not abbreviate)
TOTAL

0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year &FYZO_O?E)_co_st:_ - 00
Check 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 separate page if necessary)

Currently under AS 43.55.025 (Alternative Tax Credit for Oil and Gas Exploration), DNR evaluates, for
Dept, of Revenue, both oil and gas wells to determine whether a well or a potential well is directed at a

distinctly separate exploration target.

HB 89 would amend AS 43.55.025 so that it would apply only for gas exploration. In addition, the bill would
udd a new section to AS 43.55 for an oil exploration tax credit. This new section would continue to charge
DNR with the responsibility to evaluate whether a well or potential well is directed at a distinctly separate

exploration target.

(Continued on next page)

Prepared by:  Kevin Banks, Acting Director Phone 269-8800
Division Qil and Gas Date/Time 2/21/2007

Date 2/21/2007

Approved by: Tom Irwin, Commissioner
Agency Natural Resources

(Revised 9/18/2006 OVB) Page 1 of 2
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FISCAL NOTE

STATE OF ALASKA BILL NO. now
2007 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

In addition, this hill would give AOGCC authority to require, under certain conditions, working interest
owners to provide access for other producers to production and other facilties whenever necessary.

There is no anticipated fiscal impact to DNR.

Page 2 of 2



DRAFT CS HB 128

Comparisons between original bill and draft CS
25-LSO561\E vs work draft 25-LS0561XM

Pagg3j

Line 21:
e Add "commissioner of natural resources”

* Delete "the chair of"
The intent is to include DNR as part of the consulting group and also have

all members of AOGCC, not just the chair.

Line 22:
 Delete "relying on" and add "taking into consideration™

Makes language more general in nature.

Subsection (A), beginning on Line 24:
 Delete "improperly maintained property or equipment"” and replace with
"property or equipment that was not maintained or was improperly

maintained".
Clarifies subsection (a) to insure "not maintained" is also established as

criteria.

Subsection (B), beginning on Line 27:

 Add "a lack of"
Clarifies subsection (b), that improper or no maintenance are included.

Subsection (C), beginning on Line 29:

 Delete subsection and replace with:
"Incremental operating expenses incurred as a result of operating facilities

orequipment at diminished capacity when that diminished capacity is
caused by the lack of or improper maintenance of property or equipment’

To clarify incremental expenses for diminished capacity as a result of lack
of or improper maintenance of facilities.



25-L.S0561\M
Bullock

2122107

CS FOR HOUSE BILL NO. 128( )

IN THE LEGISLATURE OF THE STATE OF ALASKA
TWENTY-FIFTH LEGISLAT URE - FIRST SESSION

BY

Offered:
Referred:

Spoasor(s): REPRESENTATIVES OLSON, Harris, Ramras, Guttenberg, Neuman, Holmes, Thomas, Stoltzc,
Joule, Fairclough, LeDoux, Kerttula, Wilson, Lynn, Crawford, Gara, Gruenberg, Doll, Doogan, Edgmon, Buch

! ABILL

I FOR AN ACT ENTITLED
1 "An Act relating to allowable lease expenditures tor the purpose of determining the
2 production tax value of oil and gas for the purposes of the oil eid gas production tax;

.nd providing for an effective date."

4 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

QO

* Section 1 AS 43.55.165(g) Is amencled to read:
(e) For purposes of this section, lease expenditures do not include

5

6

1 (1) depreciation, depletion, or amortization;

8 (2) oil or gas royalty payments, production payments, lease profit
9 shares, or other payments or distributions of a share of oil or gas production, profit, or
10 revenue;

1 (3) taxes based on or measured by net income;

12 (4) interest or other financing charges or costs of raising equityor debt
13 capital

14 (5) acquisition costs for a lease or property or exploration license;

-I- CSHB 128( )

New Text Underlined [DELETED TEXT BRACKETED]
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WORK DRAFT

CSHB 128( )

25-L50561\M

WORK DRAFT

(6) costs arising from fraud, wilful misconduct, or gross negligence;

(7) fines or penalties imposed by law;

(8) costs of arbitration, litigation, or other dispute resolution activities
that involve the state or concern the rights or obligations among owners of interests in,
Or rights to production from, one or more leases or properties or a unit

(9) costs incurred in organizing a partnership, joint venture, or other
business entity or arrangement;

(10) amounts paid to indemnify the state; the exclusion provided by
this paragraph does not apply to the costs of abtaining insurance or a surety bond from

athirc-party insurer or surety;
(11) surcharges levied under AS 43.55.201 or 43.55.300;

(12) for a transaction that is an internal transfer or is otherwise not an
am's length transaction, expenditures incurred that are in excess of fair market value;

(13) an expenditure incurred to purchase an interest in any corporation,
partnership, limited liability company, business trust, or any other business entity,
Wwhether or not the transaction is treated as an asset sale for feceral income tax
PUIPOSES;

(14) atax levied under AS 43.55.011;

(15) the portion of costs incurred fo; dismantlement, removal,
surrender, or abandonment of a facility, pipeline, well pad, platform, or other
structure, or for the restoration of a lease, field, unit, area, body of water, or right-of-
Way in conjunction with dismantlement, removal, surrender, or abandonment, that is
attributable to production of oil or gas occurring before April 1 2006; the portion is
calculated as a ratio of the amount of oil and gas production, in barrels of ail
equivalent, associated with the facility, pipeling, well pad, platform, other structure,
lease, field, unit, area, body of water, or right-of-way occurring before April 1, 2006,
to the total amount of oil and gas production, in barrels of oil equivalent, associated
with that facility, pipeline, well pad, platform, other structure, lease, field, unit, area,
body of water, or right-of-way through the end of the calendar month before
commencement of the dismantlement, removal, surrender, or abandonment; a cost is
not excluded under this paragraph if the dismantlement, removal, surrencer, or

2.

New Text Underlined (DELETED TEXT BRACKETED]



WORK DRAFT! WORK DRAFT 25-LS0561\M

ahandonment for which the cost is incurred is undertaken for the purpose of replacing,
renovating, or improving the facility, pipeline, well pad, platform, or other structure;
for the purposes of this paragraph, "arrel of oil equivalent™ means

(A) inthe case of oil, one barrel

(B) In the case of gas, 6,000 cubic feet;

(16) costs incurred for containment, control, cleanup, or removal in
connection with any unpermitted release of oil or a hazardous substance and any
liahility for damages imposed on the producer or explorer for that unpermitted release;
this paragraph does not apply to the cost of developing and maintaining an oil
discharge prevention and contingency plan under AS 46.04.030;

(17) costs incurred to satisfy a work commitment under an exploration
license under AS 38.05.132;

(18) that portion of expenditures, that would otherwise be qualified
capital expenditures as defined in AS 43.55.023(k), incurred during a calendar year
that are less than the product of $0.30 multiplied by the total taxable production from
each lease or property, in BTU equivalent barrels, during that calendar year, except
that, When a portion of a calendar Year is subject to this provision, the expenditures
and volumes shall be prorated within that calendar yeaq

(19) costs or that portion of the costs determined by the
commissioner, in consultation with the commissioner of environmental
conservation, the commissioner of natural resources, and the Alaska Oil and Gas

Conservation Commission and taking into consideration the standard practices

of the industry, to he
(A) related to the repair and replacement of property or

equipment that was not maintained or was improperly maintained;

(B) incurred to maintain the operational capability of
facilities or equipment shut down because of a lack of or improper
maintenance of property or equipment; or

(C) incremental operating expenses incurred as a result of
operating facilities or equipment at diminished capacity when that

diminished capacity is caused by the lack of or improper maintenance of

3- CSHB 128( )
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property or equipment.

* Sec. 2. The uncodified law of the State of Alaska is amended by adding a new section to

read:
APPLICABILITY. Section 1 of this Act applies to oil and gas produced after

1

2

3

4

5 March 31, 2006.
6 *Sec. 3. The uncodified law of the State of Alaska is amended by adding a new section to
1

9

read:
TRANSITIONAL PROVISIONS, (a) A person that filed - statement uncer

AS 43.55.030 before the effective date of this Act and deducted lease expenditures that may
10 not be deducted under AS 43.55.165(e), as amended by sec. 1 of this Act, shall file an
11 amended return and pay any additional tax within 90 days after the effective date of this Act.
12 (b) A person required to make an installment payment of estimated tax under
13 AS 43.55.020(a) for a period not included in a retum required to be filed before the effective
14 date of this Act shall determine the amount of the underpayment, if any, that is attributable to
15 lease expenditures that mav not be deducted under AS 43.55.165(e) as amended by sec. 1of
16 this Act. The amount of any underpayment determined under this subsection shall be paid
17 within 90 days after the effective date of this Act.
18 *Sec. 4. The uncodified law of the State of Alaska is amended by adJing a new section o
19 read:
20 RETROACTIVITY. Section 1of this Act is retroactive to April 1, 2006.
21 | *Sec. 5. This Act takes effect immediately under AS 01.10.070(c).

_4-
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ENHANCEMENT OF THE “GROSS” CHARACTER
OF THE PPT BILL
August 5, 2006
Pedro van Meurs

This memo has beeu written at the request of Senator Wagoner. The request was
to provide ideas as to how the “gross” character of the PPT hill can be enhanced.

This memo does not reflect the views of the Administration and is solely 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 the current severance tax.

This can be prevented with the introduction of a “floor”, very similar as was introduced
in House Bill 3004.

The floor would be based on the (0SS Value at the point of production of the taxable oil

and 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.

~Figure 10
_ Effective Oil Severance Tax Rate
Without Gasline / Without Enhanced Volumes

$15° 8§20 $25  $30  $35  $40 45 $0  $5 60  $65
ANS Wopst Coast Price (5/bbl) (2005 dollars)

| sq 25/15 25/20 20/15 - 20/20------- 17.5/15]



These graphs prove (hat at about $ 25 per barrel the current ELF produces about the same
amount as a 22.5/20 PPT.

If we assume the adoption ofa 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 S 25 per barrel — 4%
When ANS is between $ 20 and S 25 per barrel - 3%
When ANS is between S 17.50 and $ 20 per barrel--2%
When ANS is between S 15 and S 17.50 per barrel--1%
Below S 15 per barrel - 0%

Each year the floor would be compared with the tax pay”jle 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 0f 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

If the Gross Revenue based PPT is higher than the Net Revenue based PPT this extra
pavment can not be recovered 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 of 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 tax 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-transferable tax credits under Sec. 43.55.024
of the 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-
transferable tax credits were meant to 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 DEDUCTABLE ITEMS

The more costs are being excluded from the Net Revenue calculation the more the overall
calculation becomes more similar to a Gross Revenue calculation. Therefore, the Gross
Revenue character of the tax can be enhanced by simply adding to the list of items that

are not considered lease expenditures.

There are two important cost components that could be excluded from lease expenditures:
» Costs related to gas development under a stranded gas contract, and
e Capital maintenance expenditures.

(7as 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 be deductible
under the PPT. At the same time under the stranded gas contract, companies would
provide a 7.25% share to the S ate on gross and not (»a, 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 the 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 (FrN) 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 are being developed under a
contract under AS.43.82, with respect to 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 Tcfofgas. Inother 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 the 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 $ 2.5 billion capital expenditure. Based
on a 100% work:ng interest, this arrangement would not receive a PPT tax reduction of
S 750 million during development of the field. Assuming a S 1 billion operating
expenditure over the life time of the field, it would mean that over time companies

would pay S 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 1%-2% more tax.

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 economically.

An interesting side effect of 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. If Chevron and others do not join the stranded gas contract or would
not be able to enter into a uniforr, upstream contract, they would at least benefit
considerably relative to the Sponsors since they would receive th” 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 credits and

deductions.



Deemed Capital Maintenance Costs

Another concern that is regularly expressed is that the State should not permit the
deduction of costs related to replacing equipment that 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.

It should be noted that 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 of the workers and to
it is possible to exclude them from the lease

protect the environment. Nevertheless,
A section could be

expenditures under AS 43.55.165 (e) if this is politically desirable.
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 $ 0.30 per BTU equivalent barrel is based on reasonable capital maintenance
costs of fields for which | have (confidential) information. Based on a production of
900,000 barrel 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 tax credit rate of 20% this means that the companies will pay S 42.5 million

more tax per year.

An interesting side effect is that companies that would have a low level of capital
expenditure per barrel would feel the effect more on a relative basis than companies that
would have a 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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Alaska State Legislature

Rep. Carl G atto

VBEVORANDUM

TO: Rep. Gatto Co-Chair House Resources Committee and
Rep. Johnson Co-Chair House Resources Committee

FROM: Rep. Gatto
DATE: March 28, 2007
RE: Request for Hearing
CC:

Enclosed you will find a committee packet for HB 132 “An act designating the first
Tuesday of May as Alaska Agriculture Day.” 1have included a sponsor statement, the
most recent version of the bill, and other supplemental material.

I would appreciate a committee hearing before the House Resources committee at your
earliest convenience. | appreciate your time and look forward to your reply.

Please contact my staff member Sandra Wilson at ext 3163 with any questions or
comments regarding this request.

Thank you



Interim:
600 E Railroed Ae
Wsilla, AK 9964

Frore: (907)376-3725
Fax (907) 3764768

A laska State Legislature

Representative Carl Gatto

Co-Chair, House Resources Committee
District 13 - Palmer

SPONSOR STATEMENT
HB 132

Setiion:
Alaska Sa- Capitol, Rm 18
Juneau, AK 99801-1182

Toll Free: (800) 5663743
Rep Carl Gttlcx™lcgis state ik us

"An Act designating thefirst Tuesday o fMay as Alaska Agriculture Day."

HB 132 acknowledges the importance of agriculture in Alaska. This bill is in
recognition of the farmers and those in related industries who feed our state
and add more than $50,000,000 annually to the economy of the State of
Alaska. Agriculture in Alaska has truly great potential particularly in the
area of pharmaceutical corn and other highly advanced areas of agriculture.
It is crucial that we take every opportunity to take advantage of the strengths
of this state and educate our students and our workforce in the value of
modern agriculture to our economy and our society.

As a Representative of Palmer, member of the NCSL Agriculture and Rural
Development Committee, and the CSG Agriculture and Rural Policy Task
Force | know firsthand the need for, and value of, agriculture in Alaska and
urge your prompt and favorable action on this bill.



FISCAL NOTE

STATE OF ALASKA
2007 LEGISLATIVE SESSION

Revision Date/Time (Note if correction)

Title Designating the first Tuesday of May as Alaska

Agriculture Day
Sponsor Representatives Gatto, Salmon

Requester

Expenditures/Revenues

‘RDU

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

OPERATING EXPENDITURES FY 2008
Personal Services 0.0
Travel 0.0
Contractual 0.0
Supplies 0.0
Equipment 0.0
I and & Structures 0.0
Grants & Claims 0.0
Miscel'aneous 0.0
TOTAL OPERATING 0.0
ICAPITAL EXPENDITURES 0.0
ICHANGE IN~REVENUES ( ) | 0.0
FUND SOURCE
1002 Federal Receipts 0.0
1003 GF Match 0.0
1004 GF 0.0
1005 GF/Program Receipts 0.0
1037 GF/Mental Health 00
Other (Specify Type-Do not abbreviate) 0.0
TOTAL 0.0

Estimate of any current year (FY2007) cost:

FY 2009

0.0
0.0
0.0
0.0
u.o
0.0
0.0
0.0
0.0

00
00 |

0.0
0.0
0.0
0.0
0.0
0.0
0.0

HB 132-DOA-AS-3-27-07
HB 132

Fiscal Note Number:
Bill Version:
(Q Publish Date:

Dept. Affected: Administration
Centralized Administrative Services
Component Administrative Services

Component No. 46

(Thousands of Dollars)

FY 2010 FY 2011 FY 2012 FY 2013
0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0
(Thousands of Dollars)
0.0 0.0 0.0 0.0
0.0 0.0 0.0 00
0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0

Mark this box (X) if funding for this bill <sincluded in the Governor's FY 2008 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:  (Attach a separate page if necessary)

This leglislation should have no fiscal impact on the agency.

Prepared by:
Division Administrative Services
Kevin Brooks

Department or Administration

Approved by:
Agency

(Kuvisfd 91812006 OVB)

Rosezella Michalsky. Executive Secretary

Phone 465-5655
Date/Time 3/27/07 8:00 AM

Date 3/27/2007

Page lof 1



AAlaska Agriculture in the

Classroom

Victoria Naegele, director
9788 N Waldo Reed Rd. « Palmer, AK 99645
907-746-2172;fax 746-2173; AKAITCCdalaskafb.ors

Representative Carl Gatto
Room 411 State Capitol
Juneau, AK 99801-1182

February 16, 2007

Dear Representative Gatto:
lappreciate your introduction of HB 132, Alaska Agriculture Day, in 25th Legislature. This

bill is important to help raise the visibility of agriculture in this state, and provide an impetus for
greater agricultural literacy among our students and population at large.

In working with the Alaska Agriculture in the Classroom program for the past eight years, |
have been alarmed how little about agriculture many Alaskans know. Far too many have no idea
what agriculture is. Those who know may not realize this state has any agricultural production, and it
is very clear that people in other states largely consider Alaska as a state without agriculture.

Given Alaska’s ranking in agricultural production, that is too close to the truth. We live in a
state that relies almost entirely on food brought to us from thousands of miles away. In a world of
conflict and uncertainty, that is a real security risk. Only through support of our state’s agricultural

industry can we inch away from that 97-98 percent import figure, and begin helping Alaska farmers

feed Alaskans for at least a few days.

Alaska AITC continues to work on many fronts to promote agricultural literacy. Just released

is the new “Hopeful Harvest” series ot Alaska agricultural history lessons to supplement the state

more



requirement for Alaska studies. There was no mention of agriculture in the standards, written by the
Alaska Department of Education, and no lessons devoted to our important and rich Alaska

agricultural history until “Hopeful Harvest.”

While the designation of a special Alaska Agriculture Day may seem a superfluous thing to
some, it provides a focal point for Alaskans to unite for a moment to consider who grew or raised the
food we eat. It gives us a chance to appreciate the rich soil with which some areas of the state are

blessed. It gives us a chance to thank those who help provide us with food.

Again, | appreciate your willingness to help with this effort once again. Please let me know if

there is anything I can do to help make a reality this permanent designation of the first Tuesday in

May as Alaska Agriculture Day.

Sincerely,

Victoria Naegele



Page l1of1l

Sandra Wilson

From:  Bryce Wrigley [deltaswcd@wildak.net]
Sent:  Friday. February 16, 2007 3:34 PM
To: Sandra Wilson

Subject: Alaska Ag day

Dear Representative Gatto, _ , _

| was pleased. to read about your bill extenqu Alaska Ag Day a permanent status in the state.I support the
_desurmatl_on with enthusiasm-and hope your bill has a good receptionamong the otherlawmakers. Tomany of us
involved in agriculture, every acknowledgement of legitimacy from the state'Is most welcome, Much is made of
the money that was spent on developing agriculture in Alaska, but when looked at in perspective of other efforts
to develop industries In the state, it has been a pittance. In the last 50 years, $71 million has Rassed through the
Agricultural _Revolvm% Loan Fund. So for an average of $1.4 million per year over 50 years, there Is now an
agricultural |ndustr¥_t at grosses nearly $50 million per ){_ear. That does not look like  failure to me. For some
réason though, that is what the state has been led to believe.

So, thank you for your hill and good Tuck.

Bryce Wrigle

Alaska FarmyBureau President,
Delta Chapter

312812007


mailto:deltaswcd@wildak.net




Jession Address
fate Capitol Building
Juneau, Alaska 99801-1182
(907) 465-2689
Fax: (907) 465-3472
1-800-665-2689

TO:

FROM:

DATE:

RE:

R epr esentative Paul Seaton

Alaska State Legislature
House District 35

MEMORANDUM

Representative Johnson, Co-chair
House Resources Committee

Representative Seaton, Chair
House Fisheries Committee

Thursday, March 8, 2007

Request for a hearing, HB 137

Interim Address
345 W. Sterling Highway
Homer, Alaska 99603
(907) 235-2921
Fax: (907) 235-4008
1-800-665-2689

[ respectfully request a hearing on HB 137 before the House Resources Committee.

In summary, HB 137 changes the Permanent Identification Card (PID), a permanent free
fishing/hunting/trapping license for seniors over 60 to a temporary card renewed every 3
years and ties it to Permanent Fund Dividend eligibility.

Attached please find: blank CS IIB 137, sponsor statement, fiscal note, fact sheet on PID
from Fish and Game, definition of resident for current PID, copy of the current PID
application and card, anecdotal experience of Wildlife Troopers enforcing the PID, PFD

eligibility statute AS 43.23.005, legal opinion, and testimony.

Staff contact: Katie Shows, ext. 2028

http://www RcpPaul Seaton.com
Email: Rep Paul_Seaton@legis.state.ak.us


http://www
mailto:Rep_Paul_Seaton@legis.state.ak.us

R epr esentative Paul Seaton

pSiC N Addresslnterim address
@ ate Capitol Building345
Juneau, Alaska 99801-1182Homer,

(907) 4 6 5 -2 6 8\
Fax: (907) 465-34

W. Sterling Highway
Alaska 99603
0 1 ) 235-2921

1-800-665-2689 ]1-800-665-2689

Alaska State Legislature
House District 35

HB 137 Temporary Senior Hunting/Trapping/Fishing License

The Permanent Identification Card (PID) is a permanent license that allows Alaskan
seniors to enjoy the natural resources of this great state through hunting, fishing and
trapping free ofcharge. However, as the program is currently structured there are few
safeguards to prevent abuse. Because the license is permanent, someone can get the card
when they live in Alaska, move out of state and never have to pay for a license in Alaska
on subsequent return visits. Also, because there is no easily enforceable determination of
Alaskan resident, non-residents can fraudulently apply for a card. This is not fair to
Alaskan seniors who live here year round and have the right to fish without the financial

burden of a yearly license fee.

HB 137 changes current statute from a pennanent identification card to a temporary
identification card (TID). The license holder is required to renew the card every three
years and must be eligible for the pennanent fund dividend to qualify for the free
hunting/fishing/trapping card. Fish and Game will have a list of individuals who received
the PFD to cross reference before issuing a free senior license. The temporary
identification card will take effect January 1, 2008 to place the new program on a
calendar year. All seniors who currently have a PID or obtain one by the end of 2007
will be grandfathered into the program. The TID program will be easier for Fish and
Game to administer because they have a simple way to check for suspected fraud instead
of enlisting the help of the overextended Wildlife Troopers. HB 137 will result in an
increase of funds as out-of-state individuals will have to purchase their license.

More people have been issued a PID in the last 20 years than there are eligible residents
in Alaska who receive the PFD. Anecdotal stories of abuse of this benefit include a Fish
and Game clerk on the Kcnai Peninsula who issued a PID to a senior who claimed he was
a resident but that he did not own a drivers license to prove it. He then proceeded to get
into the drivers seat of a car with out-of-state license plates. The Fish and Game officer
faxed the individual’s information to the Wildlife Troopers, however they do not have the
resources to persecute minor offenses such as fraudulent license applications, leaving the
program with little means for checks and balances.

HB 137 ensures the integrity of a program designed to award resident Alaskan seniors the
well deserved benefit of a free fishing, hunting and trapping licenses.

http . VAww - RepPaul Seatton .com
Email: Rep Paul Seaton@legis.state.ak.us
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number: HB137-DFG-DAS-02-16-07
2007 LEGISLATIVE SESSION Bill Version: HB 137
() Publish Date:

Revision Date/Time (Note if correction): Dept. Affected: ~~ Fish and Game
Title Senior Fishing/Hunling/Trapping Lcenses ‘RDU Administration and Support

_ _ o Component  Administrative -Services
Sponsor House Special Committee on Fisheries
Requester House Special Committee on Fisheries Component No. 470
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 0.0 0.0 2.0 20 20 20
Supplies
Equipment

Land & Structures
Grants & Claims

Miscellaneous
TOTAL OPERATING 0.0 0.0 2.0 2.0 2.0 2.0

CAPITAL EXPENDITURES | | | | |
CHANGE INREVENUES ( ) | | | | | |

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF 00 0.0 20 2.0 2.0 20

1005 GF/Program Receipts
1037 GF/Mental Health

Other (Specify Type--Do not abbreviate
(Speciy y[?%TAL ) 0.0 0.0 20 2.0 2.0 2.0

Estimate of any current year (FY2007) cost: 0.0
Mark this box (X) if funding for this bill is Included n the Governor's FY 2008 budget propc>sal: I

POSITIONS
Full-time

Part-time

Temporary

ANALYSIS:  (Attach a separate page ifnecessaiy) L o )

The Department of Fish and Game wil not&y licensees that it is time to renew their license. Costs included

ahove are postage and supplies for the notification process.

Prepared by.:  Tom Lawson _ Phone 465-5999
Division Administrative Services Date/Time 02/16/07 8:30 a m
Approved by:  Denby Lloyd Date 2/16/2007
Agency Department of Fish and Game
Page 1of 1

iRev se8.0.181006 OLB)



State of Alaska Permanent Identification Card (PID) program for resident seniors
60 years of age or older to receive a free sport fishing, hunting and trapping license:

Information about Program:

e Total PID licenses issued during past 10 years: 43,662.

e Average distribution of PID licenses each year over the past 10years:4,366.

» Lost revenue to Fish and Game Fund for new licenses issued each year, not total
PID licensees: S137,827. Difficult to estimate how many licensees are still
residing in Alaska, living, or would purchase a sport license/king salmon stamp if
they were required to.

Qualifications for obtaining a PID license:
* Resident:

0 Physically present in Alaska

0 Intent to remain indefinitely and make a home in Alaska

0 Maintained their domicile in Alaska for the 12 consecutive months
immediately preceding the application for a license

o0 Not claiming residency or obtaining benefits under a claim of residency in
another state, territory, or country,

0 This past year, the Attorney General’s office, Criminal Justice Planner for
ADF&G, and Licensing Supervisor put together the attached “What
Constitutes a Resident” information sheet basically for PID applicants.
Location of household goods, where other immediate family members
live, and how many months you are away from the state are discussed.

e 60 years of age or older

Problems:

» ldentifying active/inactive PID holders.

e People who live part-time other than in Alaska but consider Alaska their home. It
is hard to determine if they are still a resident; regulations arc not clear.

* Nonresident seniors obtaining PID.

e Two problems during past year with PID licensees in Ninilchik and Hyder.
DPS/Bureau of Wildlife Enforcement was the entity involved in both cases.

e Licensing has to send back 10% of the applications received each year because of
incomplete information or because additional information is needed, i.e. out-of-
state address used on application.



/a
SARAH PALIN, GOVERNOR

\zJ
EU%E%\%X,&KSB%%OZ 5526
DEPARTMENT OF FISH AND GAMA? EE)?,\(%O;?%%AQG&S)Z%
DIVISION OF ADMINISTRATIVE SERVICES E Mail' license_help@fishgame state.ak u

Below are some guidelines to help determine whether or not you meet the residency
requirements to purchase/receive a State of Alaska resident sport fishing, hunting,
trapping, or commercial crewmember license:

Per Alaska Statute 16.05.940(27), resident means, “a pers m who for the 12 consecutive
months immediately preceding the time when the assertion of residence is made has
maintained the person’s domicile in the state and who is neither claiming residency in
another state, territory, or country nor obtaining benefits under a claim of residency in

another state, territory, or country...”

“Residency” is further defined and explained in Alaska Statute 16.05.415(a) &(b). “(a) a

person ... is a resident if the person,
(1) is physically present in the state with t a intent to remain in the state indefinitely

and to make a home in the state; [Note:
a. you must be physically present in Alaska in order to obtain a resident license.
b. you must intend to remain in the state indefinitely and to make your true and
permanent home in Alaska. Living in Alaska for a short period of time, 6 months or less,
and spending the majority of the year somewhere else probably does not constitute the
intent to remain indefinitely. Consideration is given to other factors. See below.]

(2) has maintained the person’s domicile in the state for the 12 consecutive months
immediately preceding the application for a license;
[Note: for the previous 12 consecutive months you must have maintained a livable
dwelling in Alaska. Consideration is given to the type ofdwelling maintained here vs.
the type of dwelling maintained somewhere else.]

(3) is not claiming residency in anodier state, territory, or country; and
[Note: you cannot have voted as a resident in another state, registered your car or have a
driver’s license in another state unless required by that state’s laws to do so; Alaska law
requires that a person who resides in the state and is not employed must register their
vehicles in Alaska within 60 days of entering the state in accordance with AS 28.10.212;
additionally a person who is employed in Alaska or takes an action that indicates an
intention to acquire residence in the state must register their vehicles withii 10 days. A
person establishing residency in /Maska must obtain an Alaskan drivers license within 90
days and must surrender any out of state drivers license in accordance with AS 28.15.011
& 021. You may not hold a “resident” hunting or fishing license in another state, and
may not have held one during the past 12 months.]

(4) is not obtaining benefits under a claim of residency in another state, territory, or

country.



[Note: you cannot be claiming residency for COLA retirement benefits in another state,
paying resident vs. nonresident taxes in another state, receiving subsidized or free
benefits available only to a resident of another state, or gaining any advantage pr vided
to residents of another state, etc.]
(b) A person who establishes residency in the state under (a) of this section remains a
reside it during an absence from the state unless during the absence the person

(1) establishes or claims residency in another state, territory, or country; or

(2) performs an act, or is absent under circumstances , that are inconsistent with the
intent required under (a) of this section. [N Note: You may not have made any public or
private declaration that indicates an intent to maintain a domicile anywhere but Alaska.]

“Domicile” is defined in Alaska Statute 16.05.940 as “the rue and pennanent home ofa
person from which the perso has no present intention of moving and to which the person
intends to return whenever the person is away;”

[Note: the purchase of round trip tickets or the making of return plans each time a person
travels to Alaska would probably constitute evidence that the person’s true and
permanent home was elsewhere than Alaska. The location of household goods, the
location where the spouse or family members of the household live and work, the
location where children attend school, and other factors will also aide in determining

where the true and permanent home is.]

Per Alaska Administrative Code 5 AAC 39.975(30) and 5 AAC 92.990(14), evidence of
domicile includes, but is not limited to, the following:

(A) statements made to obtain a license to drive, hunt, fish, or engage in an activity
regulated by a government entity;

(B) affidavit of a person who may know an applicant’s domicile;

(C) place of voter registration;

[Note: see (3) under “Residency” above.]

(D) location of residence owned, rented, or leased;
[Note: see (1&2) under “Residency” above. The courts also look at the number of

months you spend at a domicile located in another state vs. the number of months you
spend in Alaska. For example, if you spend 9 months in another state and 3 months in
Alaska, > >urresidency in Alaska could be in question and will be taken into
consideration along with other factors.]

(E) location of storage of household goods;

[Note: if your household goods are located in another state, it appears that you have not
made your home here.]

(F) location of business owned or operated;

[Note: if your business is located in another state, you may need to explain to
enforcement how your business is operated. On the other hand, you will not qualify as a
resident merely by virtue of an interest in, or employment or contractual association with
and Alaska-based business, see AS 16.05.415(g).]

(G) residence of spouse and minor children or dependents;

[Note: You are unlikely to be considered a resident of Alaska if your immediate family is
living in another state or claiming another state as their residence while you consider

Alaska your home.]



(H) governments to which taxes are paid;

[Note: see (4) under “Residency” above.]

() whether the person has claimed residence in another location for the purpose of
obtaining benefits provided by the governments in that location.”

[Note: see (4) under “Residency” above.]

If you are a member, or a dependent of a member, of the military or U.S. Coast Guard
stationed in Alaska, you should also review the provisions of AS 16.05.415(c)-(d) and AS
16.05.940(27(C)-(D).

If you have any questions about whether or not you meet the residency definition to
obtain a sport or commercial crewinember license, please contact your local Department
of Public Safety/Bureau of Wildlife Enforcement office.



APPLICATION FOR PERMANENT IDENTIFICATION CARD
FOR RESIDENT SPORT FISHING, HUNTING AND TRAPPING

Statutory Authority: AS 16.05.400(b)
A sport fishing, hunting, or trapping license is not required of a resident who Is 60 years of age or older and meets
the residency definition below. A Permanent Identification Card will be issued without charge to persons who
qualify by age and residence and who complete this application.

Instructions: Fill out (orm completely. Keep the yellow copy of the application until you receive the Permanent
dentification Card in the mail. Send the white copy to: Department of Fish and Game Licensing section, Box 25525,

Juneau, Alaska 39802-5525; « m

You will then 'moceive a Permanen' Identification Card within 4-6 weeks. The yellow copy of the application or the
Permanent Identification Card must by in your possession while sport fishing, hunting, or trapping.

PLEASE NOTE: The yellow copy is valid as a temporary license for 60 days from date of signature.

The number printed on your Identification Card should be used in lieu of a sport fishing, hunting and trapping license
number in all instances which require a license number, e.g. resident big game tags, harvest tickets, (ur export
permits, sale of furs, trthy export, transfer of legally taken lish and game to others, etc. A Permanent Identification
Card licensee does not have to purchase a state conservation stamp to hunt waterfowl or a king salmon stamp to

fish for king saimon.

PLEASE PRINT CLEARLY

Name (First, Middle, Last) Physical Location ol Residence
Mailing Address City, State, Zip Code
City, State, Zip Code :

o | am a resident of Alaska in accordance Length of Residency
Drivers License Number with the definition shown below Years  Months
State------------ Number
Daytime Telephone Date of Bidh Sex I'F'?ﬁ“t Weight ~ Color Eyes Color Hair

mm/ddlyy

ALASKA RESIDENT AS 16.05.940(26): "resident” means, a person (including an alien) who is physically present in
Alaska with the intent to remain indefinitely and make a home here, has maintained that person's domicile in Alaska for
the 12 consecutive months immediately preceding this application for a license, and is not claiming residency or obtaining
benefits under a claim of residency in another state, territory, or country; a member of the military service or U.S. Coast
Guard who has been stationed in Alaska for the 12 consecutive months immediately preceding this application for a
license; or a dependent of a resident member of the military service or U.S. Coast Guard who has lived in Alaska for
the 12 consecutive months immediately preceding this application for a license. A personwho does not otherwise qualify
as a resident may not qualify by virtue of an interest in an Alaska business.

| have personally reviewed the information on this application and hereby certify that all of the information on this
application is true and correct and that | understand this information is subject to public disclosure. My right to obtain
or exercise the privilege granted by a sport fishing, hunting, or trapping license is not suspended or revoked in anolher
state (NOTE: Making a false statement, or omitting a material fact, is subject to a maximum penality of $5,000 or
1year imprisonment, or both, per AS 11.56.210 and AS 16.05.420.)

Signature Of Applicant Dale

PLEASE ALLOW 4-6 WEEKS FOR PROCESSING.

FOR DEPARTMENT USE ONLY

I.D. Number Datelssued _ IssuedBy
r.MBIllK)



PID - Fishing/Hunting/Trapping P93867

Name:

Town/Zip Code: HOMER 9?

The person named above hae certified that he/she is 60
years of age or older and has been a resident of Alaska for
one year or more. The bearer's personal description is:

Data of Birth Crivers License Oate Issued
10-01-1945 AK 41 08-15-2006
Height | Color Eyes Color Hair Sex
6a Lv Hazel Brown M

State of Alaska

Department of Fish & Game
| hereby certify thet dt of the informration on the reverse sick is true ard oor-
rect | further cartify thet | meet the provisians of tre gplicable Alasits Stit-
ues, AS 160B4000) or AS 606141 | udkstand this infomration is

Iubjedt to public disdosure

Signature:
This cad mt ke inyour possessian while engaging in the authorized adtivi-
ties & desaribed on tre franl This card is nor valid i resicency recuirements
pr AS 160680 ad AS 16806415 ad \egan requirenets, if
gplicable, per AS 1606341 ae ror nraintained



Al Cain, State Wide Enforcement Specialist for the Department of Fish and Game forwarded to
Rep. Seaton's office comments from the Wildlife Troopers on PID enforcement. In Jaruary Mr.
Cain asked for comments from all the Wildlife Troopers statewide, Below are the commenis
received. Out of about Z5 Wildlife Troopers 8 trooper commented. Each paragraph below is one
comment from one troope. Names have been omitted for privacy.

YES. FORMER  Registered Big Game Guide J residency conviction was based upon
falsifying his Alaska residentpermanent identification card: 04-63900. S
Yakutat Case: 03-75426, |n|t|ated_bK_USPS ...... il for several years was sport flshm? n
Yakutat, Ja_arnal owner ofa sport fishing lodge. If unlawfully obtained a permanent [D
and used it for several years untilcaught. If 'SID was seized and | issued him a citation
for sportfishing withouta valid license!

Craig. R is a wealthy retired lawyer that owns a house at Sakar Cove, Prince o f Wales
Island. R has a Summerhome in Wisconsin, travels to Arizona and lives there in the
winterand vacations at Prince of Wales for a couples weeks in the Summer R lawfully
obtained a permanent D cardin the mid 1990's and has been using everY since for
sport/personal use fishing! No citations have been issued yetin this case!

| know oftwo cases in the last couple o fyears dealing with misuse ofPIDs in Kodiak. Both were
retired folks, one a longtime resident o fKodiak who retired down south, the othera retired down
south'er who spent his summers up here. We were informed o fboth by locals who knew the
status ofeach and suspected foulplay. | don'treally see how requiring the PID to be renewable
would solve the problem as the bad deed dears mayjust fib on the renewal applications, if they
felt strong enough about deserving the benefit. Thatand it would put that much more ofa
burden on the sourdoughs thatplan on being buried in Alaska, causing them a need to renew
their Permanent ID. Not to mention we'd have to change the name to TID, for Temporary
Identification card. AHand all, I'd say leaving it as is and having the trooper investigate suspects,
contacted, seems to be a logical course.

| have had problems with the PID program in the past. On Prince of Wales Island there were/
are folks thatat one time were Alaska residents and received there PID.  The individuals then left
Alaska, butretained there PID and come up every summer to fish and possibly hunt deerin

August/ September before returning to their homes down South. . .
ThePID program requires an individualtn >  ai* lig resident to receive the PID. butit doesn't

mention what happens after vou receive it and then move outofState. ‘The commissioner shall
issue a permanent identification card without charge to persons who qualify by age (60+) and
residence and who complete the forms required by the commissioner for implementation of this
subsection”. Perhaps we could add a section in the statute thatreads something like: |f the
holder o fa permanent identification card (PID) no longer qualifies as an Alaska resident (as
defined by AS 16.05.415) they MUST surrender their permane,  identification card to the
Department ofFish and Game. Failure to do so could have the same penalties as established

underAS 16.05.420.

The Permanent License abuse has been a problem since | started as a Troopt - in Soldotna. The
Dept, policy ofno crime unless a person claims residency in another State, Is /aally harcjto_
prove. Aftera person gets the license and is eligible to getit, hehasn't made aFalse Statement,
even if he does take a residentriPht in another State. My solution would be to have another box
on the paper license for the free license and have them getit every year. |f they daim residency
and are not residents we atleastcan cite them. | have worked very few cases, but know ofat
least two who have the PID and do not live in AK. ¥]et are here e\ ery year for fishing and or
hunting. | have checked their resident States and they Jo notgetresident licenses or pav taxes
on property, | know one has a home butit is in his mothers name.



| have not seen much ofthat myselfother than one instance last fall. A non-resident assistant
?wde had previously acquired a PID, but then moved to Idaho. When he returned to guide last
allhe failed to geta non-resident hunting license ( as required to actas a big game quide). He
really didn't try to pass offthe old PID, butkind o fmeekly threw it out there to see ifit would fly.
It didn't. What! would reaIIK like to see is a closer look at the military disabled hunter licenses. |
checked two guys lastyear that had been sheep and mt. goat hunting! Halfthe able bodied men
in this state can'tdo that.

We recengy followed up on a tip for a non resident with resident license (PID). Upon contact
they provided a current non resident license that they had bought this year. They still had their
FID cards with them and said they didn't know whatto do with them. They indicated they
planned to hang onto them in case they became residents again.  There isn't any direction in
statute orregulation that! can find thataddresses the PIDs.” The application form also does not
give any notice as to any requirements to rorreit or return them to IDF&Gifyou no longer-------
maintain your residency. It would be nice to see something in writing thataddresses wfraTthe
requirementis for the PID upon leaving state. Asit's issued now, I'm notsure we could charge
them with anything that would hold up in courtaTldng~as they wew residehmvfrerrthey--------- '

obtained it.

| would say this is not abused out here. Furthermore, I'd hope they don'tpaint with too broad a
brush and |m(fose an unnecessary limitation on the residents ofAK that qualify and don | abuse
it. I've heard they have problems in the KenaiPeninsula area so it's likely a good topic for
discussion and looks as if they may currently have the support to get something done.

| haven't worked any cases involving misuse ofa permanentlicense.

Yes, we work severalofthese each year. Generally wejust tell the person that theK/an longer
qualify as a residentand ask them to stop taking privileges. They usually comply. Mostdon't
know that they must continue to maintain resident status, theyjust think it's a bonus for living
here so long. A longevity bonus ofsorts. Mostofthe time | can'tsee us taking the case to the
DAO unless grossly abused. Justimagine the press on this, so poor ola timer whojust barely
makes it into the court house with his iva/ker and goes in front ofthe local magistrate. The guy
can'l hear anymore, barely able to read, confused by the whole thing. Tells the H}udge thathe is
justthere to visithis grandchildren and thou?htth.athe_woulld take them out fishing and along
comes the fish cop. Spoils the whole day, allthe little kids cried, the parents swore that the
would nevergo flshln%agam. Onandon. Yes, an expiration date would be a great hel]p. he
a}?p[llcatmn couldjusthave an additional box for the person to check if it is a renewal. They sFon
al Tf\Wbottom againju st uxe oerore. very good idea.



Permanent Fund Dividend Eligibility Statute

Sec. 43.23.005. Eligibility.

(a) An individual is eligible to receive one permanent fund dividend each year in an amount to be
determined under AS 43.23.025 if the individual

(1) applies to the department;

(2) is a state resident on the date of application;

(3) was a state resident during the entire qualifying year;

(4) has been physically present in the state for at least 72 consecutive hours at some time during the
prior two years before the current dividend year;

(5) is

(A) a citizen of the United States;

(B) an alien lawfully admitted for pennanent residence in the United States;

(C) an alien with refugee status under federal law; or

(D) an alien that has been granted asylum under federal law;

(6) was, at all times during the qualifying year, physically present in the state or, if absent, was absent
only as allowed in AS 43.23.008; and

(7) was in compliance during the qualifying year with the military selective service registration
requirements imposed under 50 U.S.C. App. 453 (Military Selective Service Act), if those requirements were
applicable to the individual, or has come into compliance after being notified of the lack of compliance.

(b) [Repealed, Sec. 18 ch4 SLA 1992].

(c) A parent, guardian, or other authorized representative may claim a permanent fund dividend on
behalf of an unemancipated minor or on behalfof a disabled or an incompetent individual who is eligible to
receive a payment under this section. Notwithstanding (a)(2) - (4) of this section, a minor is eligible for a
dividend if, during the two calendar years immediately preceding the current dividend year, the minor was born
to or adopted by an individual who is eligible for a dividend for the current dividend year.

(d) Notwithstanding the provisions of (a) - (¢) of this section, an individual is not eligible for a
permanent fund dividend for a dividend year when

(1) during the qualifying year, the individual was sentenced as a result of conviction in this state ofa

felony;
(2) during all or part of the qualifying year, the individual was incarcerated as a result of the conviction

in this state ofa

(A) felony; or

(B) misdemeanor if the individual has been convicted of

(i) a prior felony as defined in AS 11.81.900; or

(ii) two or more prior misdemeanors as defined in AS 11.81.900.

(e) [Repea, 1 Sec. 64 eh 21 SLA 1991],

(t) The commissioner may waive the requirement of fa)(4) of this section for an individual absent from
the state

(1) in a time of national military emergency under military orders while serving in the armed forces of
the United States, or for the spouse and dependents of that individual; or

(2) while in the custody of the Department of Health and Social Services in accordance with a court
order under AS 47.10 or AS 47.12 and placed outside of the state by the Department of Health and Social

Services for purposes of medical or behavioral treatment.
(9) For purposes of applying (d)(1) of this section, the date the court imposes a sentence or suspends the

imposition of sentence shall be treated as the date of conviction. For purposes of applying (d)(2)(B) of this
section, multiple convictions arising out of a single criminal episode shall be treated as a single conviction.

(h) (fan individual who would otherwise have been eligible for a permanent fund dividend dies after
applying for the dividend but before the dividend is paid, the department shall pay the dividend to a personal
representative of the estate or to a successor claiming personal property under AS 13.16.680. If an individual
who would otherwise have been eligible tor a dividend and who did not apply for the dividend dies during the
application period, a personal representative of the estate or a successor claiming personal property under AS
13.16.680 may apply for and receive the dividend. Notwithstanding AS 43.23.011, the application for the
dividend may be filed by the personal representative or the successor at any time before the end of the
application period for the next dividend year.
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MEMORANDUM February 27, 2007

SUBJECT: Equal protection relating to the permanent identification card

(CSHB 137( ); Work Order No. 25-LS0118\K)

TO: Representative Paul Seaton
Attn: Katie Shows
FROM: Brian J. Kane

| have drafted a committee substitute version of HB 137, as you requested, which allows

persons who already have a permanent identification card to not be required to obtain a

temporary identification card. | would like to note that there is a constitutional issue

Legislative Counsel

regarding equal protection lurking in the background.

Article 1, section 1 of the Constitution of the State of Alaska says:

Whenever the court considers constitutional issues it uses a balancing test to weigh the
state's interest against the interest of the person or persons affected by the state's proposed

This constitution is dedicated to the principles that all persons have a
natural right to life, liberty, the pursuit of happiness, and the enjoyment of
the rewards of their own industry; that all persons are equal and entitled to
equal rights, opportunities, and protection under the law; and that all
persons have corresponding obligations to the people and to the State.

action. The test used depends on the constitutional provision at issue.

[T]he Alaska Constitution's equal protection clause affords greater
protection to individual rights than the United States Constitution's
Fourteenth Amendment. To implement Alaska's more stringent equal
protection standard, we have adopted a three-step, sliding-scale test that
places a progressively greater or lesser burden on the state, depending on
the importance of the individual right affected by the disputed
classification and the nature of the governmental interests at stake: first,
we determine the weight of the individual interest impaired by the
classification; second, we examine the importance of the puiposes
underlying the government's action; and third, we evaluate the means
employed to further those goals to determine the closeness of the mcans-

to-end fit.

Malabed v. North Slope Borough. 70 P.3d 416, 420 - 421 (Alaska 2003).

State Capitol
Juneau, Alaska 99801-1182
Deliveries to: 129 6th St., Rm. 329



Representative Paul Seaton
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While a distinction between different groups is created by this bill draft (one group who
retains a permanent identification card that does not need to be renewed versus another
group that must obtain a temporary identification card that must be renewed every three
years), the burden to overcome using the court's sliding-scale analysis might be not that

difficult.

There are no fundamental rights involved in these identification cards used for fishing,
hunting and trapping. There is no monetary cost attached to the cards. There is no fee
involved in obtaining a permanent identification card or a temporary identification card

and subsequent renewals.
The two biggest differences between the cards are (1) convenience and (2) criteria.

It is clearly a more convenient option to already have a permanent identification card
which does not need to be renewed at any point, whereas having to renew the temporary
card every three years will clearly take more effort on the part of the cardholder.

However, this is a minor factor, at best.

The bigger issue will likely revolve around the fact that the criteria will be different for a
temporary identification cardholder than for a permanent identification cardholder.
Throughout the three-year life of the card, the cardholder must either have received a
permanent fund dividend or have been eligible to have received one in the previous year.
Each time the card is renewed, the holder of the temporary identification card needs to
either have received the dividend or be able to prove that the requirements for receiving
the dividend were met in the previous year. However, the permanent card is just that:
permanent. If a person currently has a permanent identification card, then this person
docs not need to meet the permanent fund dividend requirements, so long as that person
is in possession of the permanent identification card.

The first Step in the sliding-scale test likely would put this infringement on the less
burdensome end of the scale. With this right carrying less weight, then the governmental
interest at stake does not need to be extremely high. However, | cannot comment on the
reasoning behind the amending of this statute regarding permanent identification cards,
but the reason for making this change would not need to be a compelling one.
"Grandfathering" is usually justified as protecting a reliance interest. You may want the
legislative history to reflect your justification for the distinction made by this bill.

Third, the means of employing this change seem to be reasonable. Having a person meet
basic permanent fund dividend criteria in order to renew this temporary identification
card does not appear to be an irrational requirement for keeping this card valid.

If | may be of further assistance, please advise

BIK.ljw
07-104.1jw

Enclosure
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Katie Shows

From: Rep. Paul Seaton

Sent: ~ Monday, February 19, 2007 2:24 PM

To.  katie.shows@!egis.state.ak.us

Subject: FW: Article from KINY RADIO report 2/2007

From: Danny Lakip [maiIto:fveurekaga)%i.net]
Sent; Frlda?;, February 16, 2007 9:5

To: Rep. John Harris; Rep. Paul Seaton
Subject: Article from KINY RADIO report 2/2007

Out of state couple cited in Hoonah for unlawful sport.fi.shin%
Alaska Bureau of Wildlife Troopers in Hoonah have cited a couple for claiming to be Alaska
residents on their sport fishing licenses when they aren't.

Mark C. Warner, 67, and 66 year old Linda H. Warner, both of Bountiful, Utah, face five counts
each of unsworn falsification.

Investigation determined they've been doing this since 2000.
Arraignment is scheduled in Hoonah District Court on March 7.
According to Fishing and Game Licensing Statistics there are 4,000 to 6,000 people applying for
their free part-time/non-resident senior licenses EACH YEAR!!!. Do the math the State is losing

hundreds of thousands of dollars due to greedy geezer. Oh, lets not forget the longevity bogus
program.


mailto:fveureka(a)gci.net

From: Henry T Munson [mailto:henryt@ seward.net]
Sent: Monday, February 19, 2007 2:40 PM

To: Rep. Paul Seaton
Subject: Re: *Spam?* February 19, 2007 newsletter

Senator Seaton

I am an Alaskan Senior and have a PID. | believe your bill HB 137 is misguided. Personally, |
find it annoying and somewhat degrading.

First, | don't believe any great number of Seniors in Alaska are going to leave the state and return
to take advantage of "free fishing". If they do, they will more than likely spend enough money in
the economy her to make the "cheating" worth the state's while. | have personally lived in Alaska
for more than 35 years and have purchased hunting and fishing and trapping licenses for 32 of
those years, not to mention all the money | spent for permit applications | never got.

Second, if such Alaska Seniors earned the privilege of a PID by their presence and work in the
state, they probably deserve to keep it even if they do go somewhere else where they can afford

to buy groceries.

Third, if you are comparing the AKPFD to a list of PIDs that is a computer-performed job that
requires little input. Simply check the PFD application against PID holders or PID holders against
the PFD application list. If a PID holder does not appear on the PFD list, find out why.

| think there are a lot of things better to spend you time on that harassing Seniors about their
PIDs.

Henry T Munson
henryt@ seward.r 2t
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Session Address
State Capitol building
Juneau, Alaska 99801-1182
(907) 465-2689
Fax: (907) 465-3472
1-800-665-2689

TO:

FROM:

DATE:

RE:

R e pr esentative Paul Seaton

Alaska State Legislature
llouse District 35

MEMORANDUM

Representative Johnson, Co-chair
House Resources Committee

Representative Seaton, Chair
House Fisheries Committee

Thursday, March 8, 2007

Request for a hearing, HB 137

interim address
345 W . Sterling Highway
Homer, Alaska 99603
(907) 235-2921
Fax: (907) 235-4008
1-800-665-2689

| respectfully request a hearing on HB 137 before the House Resources Committee.

In summary, HB 137 changes the Permanent ldentification Card (PID), a pennanent free
fishing/hunting/trapping license for seniors over 60 to a temporary card renewed every 3
years and ties it to Pennanent Fund Dividend eligibility.

Attached please find: blank CS HB 137, sponsor statement, fiscal note, fact sheet on PID
from Fish and Game, definition of resident for current PID, copy of the current PID
application and card, anecdotal experience of Wildlife Troopers enforcing the PID, PFD

eligibility statute AS 43.23.005, legal opinion, and testimony.

Staff contact: Katie Shows, ext. 202S

http://ww .RepPaullScaton.com
Erail: RepPaul Sealo@legis.state.ak.us
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R e pr esentative Paul Seaton

Session Address INTERIM ADDRESS

State Capitol Building 345 \V, Sterling Llighwny
Juncau, Alaska 998011182 [tomcr, Alaska 99603
(907) 465-2689 (907) 235-2921
Fax: (907) 465-3472 Fax: (907) 235-4008
[-800-665-2689 1-800-665-2689

Alaska State Legislature
[louse District 35

HB 137 Temporary Senior Hunting/Trapping/Fishing License

The Pennanent Identification Card (PID) is a pennanent license that allows Alaskan
seniors to enjoy the natural resources of this great state through hunting, fishing and
trapping free of charge. However, as the program is currently structured there are few
safeguards to prevent abuse. Because the license is permanent, someone can get the card
when they live in Alaska, move out of state and never have to pay for a license in Alaska
on subsequent return visits. Also, because there is no easily enforceable determination of
Alaskan resident, non-residents can fraudulently apply for a card. This is not fair to
Alaskan seniors who live here year round and have the right to fish without the financial

burden of a yearly license fee.

HB 137 changes current statute from a pennanent identification card to a temporary
identification card (TID). The license holder is required to renew the card every three
years and must be eligible for the permanent fund dividend to qualify for the free
hunting/fishing/trapping card. Fish and Game will have a list of individuals who received
the PFD to cross reference before issuing a free senior license. The temporary
identification card will take effect January 1, 2008 to place the new program on a
calendar year. All seniors who currently have a PID or obtain one by the end of 2007
will be grandfathered into the program. The TID program will be easier for Fish and
Game to administer because they have a simple way to check for suspected fraud instead
of enlisting the help of the overextended Wildlife Troopers. HB 137 will result in an
increase of funds as out-of-state individuals will have to purchase their license.

More people have been issued a PID in the last 20 years than there are eligible residents
in Alaska who receive the PFD. Anecdotal stories of abuse of this benefit include a Fish
and Game clerk on the Kenai Peninsula who issued a PID to a senior who claimed he was
a resident but that he did not own a drivers license to prove it. He then proceeded to gel
into the drivers seat of a car with out-of-state license plates. The Fish and Game officer
faxed the individual’s information to the Wildlife Troopers, however they do not have the
resources to persecute minor offenses such as fraudulent license applications, leaving the
program witli little means for checks and balances.

HB 137 ensures the integrity of a program designed to award resident Alaskan seniors the
well deserved benefit of a free fishing, hunting and trapping licenses.

http - //www . RepPaui Seaton ..coni
Email: Rep Paul Scaton@logis.statc.ak.us
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CS FOR HOUSE BILL NO. 137( )

IN THE LEGISLATURE OF THE STATE OF ALASKA
TWENTY-FIFTH LEGISLATURE - FIRST SESSION

BY

Offered:
Referred:

Sponsor(s): HOUSE SPECIAL COMMITTEE ON FISHERIES

A BILL
FOR AN ACT ENTITLED
"An Act amending the requirements for the identification card needed for sport fishing,

hunting, and trapping without a license by residents who are 60 years of age or more."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*Section 1. as 16.05.400(b) is amended to read:
(b) A sport fishing, hunting, or trapping license is not required of a resident

who is 60 years of age or more. A resident who is 60 years of age or more is
required to possess a valid identification card to engage in sport fishing, hunting,
or trapping without a license, as follows:

(l) the [THE] commissioner shall issue a permanent identification
card without charge to 4 PErSON [PERSONS] who, 0N Of before December 31, 2007,
qualifies [QUALIFY] by age and residence and who Completes [COMPLETE] the
forms required by the commissioner for implementation of this paragraph; d
[SUBSECTION. A] person who is issued a permanent identification card under this

paragraph [SUBSECTION] shall have it in possession while sport fishing, hunting,

-1- CSHB 137( )
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