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7. Allowable Lease Expenditures
AS 43.55.165 (e)(19)

•  C o m p a r e d  w i t h  S B  8 0  a p p r o a c h  w h i c h  w a s  b u i l t  

a r o u n d  t h e  c o n c e p t  o f  “i m p r o p e r  m a i n t e n a n c e ”

•  U n d e r  c u r r e n t  p r o p e r t y  t a x  l a w  ( A S  4 3 .5 6 ) ,  s t a t e  

a c t u a l l y  t a x e s  “r e p l a c e m e n t  c o s t  n e w  l e s s  

d e p r e c i a t i o n ” o r  “a s - i f  N o r t h  S l o p e  f a c i l i t i e s  

g e n e r a t e d  b y  c o s t  s t u d i e s .  M i l l i o n s  o f  s t a t e  a n d  

c o m p a n y  d o l l a r s  a n d  s p e n t  o n  t h e s e  m o d e l s .

•  W o u l d  p r o b a b l y  b u i l d  A S  4 3 . 5 5  “a s - i f  “w e l l  

m a i n t a i n e d ” f a c i l i t i e s



•  C u r r e n t l y  t o p p i n g  p l a n t s  g e n e r a t e  d i e s e l  

o n  N o r t h  s l o p e  t h a t  i s  u s e d  i n  p r o d u c t i o n ,  

a n d  c o s t s  o f  p l a n t  a r e  a l l o w e d .

•  U n d e r  p r o p o s a l  c o s t  o f  p l a n t  n o t  a l l o w e d ;  

i n s t e a d  “f a i r  m a r k e t  v a l u e ” o f  d i e s e l  l e s s  

p r e v a i l i n g  v a l u e  o f  c r u d e .

-  M a r k e t  m a y  n o t  b e  b r o a d

-  S p e c i f i c  p l a n t  u n d e r  c o n s i d e r a t i o n

7. Allowable Lease Expenditures
AS 43.55.165 (e)(19)



4 3 . 5 5 . 0 2 8 )

•  C u r r e n t l y  a l l o w e d  if

-  L e s s  t h a n  5 0 , 0 0 0  b b l s  a  d a y  -  i . e .  n o t  o n e  o f  t h e  b i g  3

-  R e i n v e s t  i n  s t a t e  ( i n c l u d i n g  l e a s e  b i d s )

-  T a x p a y e r  h a s  n o  o t h e r  d e l i n q u e n t  t a x e s

-  L i m i t e d  t o  $ 2 5  m i l l i o n  a  y e a r

•  P r o p o s a l  e l i m i n a t e s  $ 2 5  m i l l i o n  l im i t

•  P r o p o s a l  e s t a b l i s h e s  f u n d  w i t h  p e r c e n t a g e  o f  t a x  

r e v e n u e s

•  R e m o v i n g  c a p  n o t  n e c e s s a r i l y  t i e d  t o  s e p a r a t e  

f u n d .

8. State Purchase of Credits (AS



9 .  I n f o r m a t i o n  A S  4 3 . 5 5 . 0 4 0  ( 5 )  &

( 6 )
R e q u i r e s  t a x p a y e r  “ t o  f i l e  r e p o r t s  a n d  c o p i e s  o f  r e c o r d s  

t h a t  a r e  c o n s i d e r e d  b y  t h e  d e p a r t m e n t  a s  n e c e s s a r y  t o  

f o r e c a s t  s t a t e  r e v e n u e s  u n d e r  A S  4 3 . 5 5 ” ; $ 1 , 0 0 0  a  d a y  

p e n a l t y

R e g u l a t i o n s  w i l l  b e  n e e d e d  t o  d e f i n e

-  “necessary” (as opposed to say useful),
-  how far in advance (one, two, many years?)
-  how often the reports need to be updated (monthly, 1% change, 

change out three years...?
-  How far does due diligence have to go? Board of directors 

discussed 5 year plan?
-  Can State audit for information not provided, and assess 

2amonthly 2 million penalty starting 6 years from now?



9 .  I n f o r m a t i o n  ( g e n e r a l  r u l e  A S

4 3 . 0 5 . 2 3 0  -  p r o p o s e d  r u l e  A S  4 3 . 5 5 . 8 9 0 )

•  C u r r e n t l y  u n d e r  A S  4 3 . 0 5 . 2 3 0  ( e )  D O R  

c a n  p u b l i s h  s t a t i s t i c s  w i t h  i n d i v i d u a l  d a t a  

c o m b i n e d  s o  a s  t o  “ p r e v e n t  t h e  

i d e n t i f i c a t i o n  o f  p a r t i c u l a r  r e t u r n s  o r  

r e p o r t s ”

•  P r o p o s a l  o n l y  r e q u i r e s  c o m b i n a t i o n  o f  

t h r e e  t a x p a y e r s  “ r e g a r d l e s s  o f  w h e t h e r  t h e  

i n f o r m a t i o n  . . . p r e v e n t s ]  t h e  i d e n t i f i c a t i o n  

o f  p a r t i c u l a r  r e t u r n s  o r  r e p o r t s ”



9 .  I n f o r m a t i o n  ( g e n e r a l  r u l e  A S

4 3 . 0 5 . 2 3 0  -  p r o p o s e d  r u l e  A S  4 3 . 5 5 . 8 9 0 )

W a s  d e s c r i b e d  a s  “s a m e  a s  D O R  d o e s  f o r  

S a l m o n  P r i c i n g  R e p o r t ”

A l a s k a  S a l m o n  P r i c e  R e p o r t  r e p o r t i n g  

r u l e s  a r e  n o t  r e m o v e d  f r o m  g e n e r a l  A S

4 3 . 0 5 . 2 3 0  ( g )  -  t h e  g e n e r a l  r e p o r t i n g  t a x  

c o n f i d e n t i a l i t y  r u l e s .



9 .  I n f o r m a t i o n  

A l a s k a  S a l m o n  P r i c e  R e p o r t

•  S e c .  4 3 . 8 0 . 0 6 5 .  C o n f i d e n t i a l i t y  o f  r e p o r t s .

I n f o r m a t i o n  i n  r e p o r t s  s u b m i t t e d  u n d e r  A S  

4 3 . 8 0 . 0 5 0  , a n d  p r i c e  a v e r a g e s  c a l c u l a t e d  

b y  t h e  d e p a r t m e n t  f r o m  t h e  i n f o r m a t i o n  i n  

t h e  r e p o r t s ,  a r e  p u b l i c  i n f o r m a t i o n ,  e x c e p t  

t h a t  i n f o r m a t i o n  t h a t  i d e n t i f i e s  o r  c o u l d  b e  

u s e d  t o  i d e n t i f y  a  p a r t i c u l a r  f i s h  p r o c e s s o r  

i s  c o n f i d e n t i a l .



9. Information
A l a s k a  S a l m o n  P r i c e  R e p o r t

•  “W e  u s e  t h e  f o l l o w i n g  g u i d e l i n e s  w h e n  

e v a l u a t i n g  c o n f i d e n t i a l i t y

-  I f  t h e r e  a r e  t h r e e  o r  m o r e  p r o c e s s o r s  f o r  a  g i v e n  a r e ,  

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

a c c o u n t s  f o r  o v e r  8 0 %  o f  t o t a l  v a l u e ,  o r  t w o  

p r o c e s s o r s  a c c o u n t  f o r  o v e r  9 5 %  o f  t o t a l  v a l u e .

-  I f  t h e r e  a r e  o n l y  o n e  o r  t w o  p r o c e s s o r s  f o r  a  g i v e n  

a r e ,  t h e  i n f o r m a t i o n  i s  n o t  r e p o r t e d ”

•  F r o m  C o v e r  l e t t e r  -  O c t o b e r  1 5 ,  2 0 0 7  A l a s k a  

S a l m o n  P r i c e  R e p o r t



9. Information - (AS 43.05.230(h))
P r o p o s a l  w i l l  r e q u i r e  D O R  t o  s h a r e  

i n f o r m a t i o n  w i t h  D N R  o b t a i n e d  u n d e r  A S  

4 3 . 5 5  -  i n c l u d i n g  f o r w a r d  l o o k i n g  

i n f o r m a t i o n  r e q u i r e d  b y  A S  4 3 . 5 5 . 0 4 0  ( 5 ) .

T h i s  m a y  h a v e  c o m p e t i t i v e  i m p l i c a t i o n s  i f  

D N R  r e t u r n s  t o  m a r k e t s  a s  s e l l e r  o f  r o y a l t y  

i n  k i n d  ( R I K )  o i l  o r  g a s .



9 .  I n f o r m a t i o n  -  A S  4 3 . 5 5 . 0 3 0  ( e )

a n d  ( f )

•  P r o p o s e s  t o  s e t  f o r t h  i n  s t a t u t e  t h e  a c t u a l  

d a t a  r e q u i r e d  t o  b e  f i l e d  b y  t a x p a y e r s .  

T h o r o u g h  s u m m a r y  o f  c o s t s ,  v o l u m e s ,  

s a l e s ,  m o n t h l y  e s t i m a t e s  e t c .



1 0 .  S t a t u t e  o f  L i m i t a t i o n s  ( O l d  g e n e r a l

A S  4 3 . 0 5 . 2 6 0 ,  n e w  A S  4 3 . 5 5 . 0 7 5 )

P r o p o s e d  e x t e n s i o n  f r o m  3  y e a r s  t o  6  

y e a r s

-  C u r r e n t l y  f r e q u e n t l y  e x t e n d e d  b y  m u t u a l  

a g r e e m e n t  o f  p a r t i e s

- A b i l i t y  t o  a s s e s s $ 1 ,0 0 0  a  d a y  r e p o r t i n g  

p e n a l t i e s  a l s o  e x t e n d e d



1 1 .  A u d i t o r s  a s  E x e m p t  E m p l o y e e s

•  G o o d  s t e p  t o  e n t e r  a  c o m p e t i t i v e  m a r k e t .

•  D O R  i n c o m e  a u d i t o r s  a l s o  f a c e  n a t i o n a l  

c o r p o r a t e  i n c o m e  t a x  s t a f f s .  I n c o m e  t a x  

( b o t h  s p e c i a l  o i l  a n d  g a s  a n d  g e n e r a l )  

g e n e r a t e  o v e r  1/4  b i l l i o n  d o l l a r s  a  y e a r  i n  

t a x  r e v e n u e s .



12. Other Admin -  Information
Management System

•  E l e c t r o n i c  I n f o r m a t i o n  -  i n c l u d i n g  i n f o r m a t i o n  

b e y o n d  t h a t  r e q u i r e d  f o r  t h e  p a y m e n t  o f  t h e  t a x  

s u c h  a s  r e t u r n s ,  s t a t e m e n t s ,  r e p o r t s ,  

n o t i f i c a t i o n s  a n d  a p p l i c a t i o n s -  “in  a  f o r m  o r  

m a n n e r  a p p r o v e d  o r  p r e s c r i b e d  b y  t h e  

d e p a r t m e n t . ”

•  M a y  b e  g r e a t  -  a n d  t h e  k i n d  o f  t h i n g  y o u  w o u l d  

h a v e  s e e n  m e  p u s h i n g  f o r  w h e n  I w a s  D i r e c t o r  

o f  T a x ,  b r i n g i n g  t h e  D i v i s i o n  i n t o  t h e  2 1 st c e n t u r y



•  I t  m a y  b e  i n f o r m a t i o n  t h e  t a x p a y e r  h a v e  

a l r e a d y  -  b u t  i t  m a y  n o t  b e  i n  o u r  f o r m a t .  

E s p e c i a l l y  f o r  f o r w a r d  l o o k i n g  i n f o r m a t i o n ,  

t h e r e  m a y  b e  b u r d e n  o n  t h e  t a x p a y e r  t o  

r e s t a t e  m a t e r i a l

•  D o  w e  m i s s  u n d e r l y i n g  c h a n g e s  b e c a u s e  

w e  f o r c e  f i n a n c i a l  d a t a  i n t o  o u r  w o r l d  v i e w  

a s  d e f i n e d  b y  o u r  f o r m s ?

12. Other Admin -  Information
Management System



1 2 .  O t h e r  A d m i n ;  I n t e r e s t  ( A S

4 3 . 5 5 . 0 2 0  ( g ) )

•  N o t e :  C o n c e r n s  a b o u t  i n t e r e s t  i n  D r .  v a n  

M e u r s ’ 1 0 / 1 8 / 0 7  p r e s e n t a t i o n  u n f o u n d e d .

•  I R S  i n t e r e s t  r u l e s  o n l y  a p p l y  t o  e s t i m a t e d  

p a y m e n t s  t h r o u g h  m a r c h  3 1  -  t h e n  s w i t c h  

t o  h i g h e r  s t a t e  r a t e  f o u n d  i n  a s  4 3 . 0 5 . 2 2 5  

( 1 1 % )



13. Cook Inlet Simplicity
•  S u g g e s t  C o o k  I n l e t  C e i l i n g s  c o u l d  b e  

i m p l e m e n t e d  m o r e  s i m p l y .  

C u r r e n t  s t a t u t o r y  l a n g u a g e  h i s t o r i c a l  

p r o d u c t

-  C u r r e n t l y  c a l c u l a t i o n s  h a v e  t o  b e  d o n e  

i n d i v i d u a l l y  f o r  e a c h  l e a s e  o r  p r o p e r t y ,  ( t w i c e  

if  p r o d u c e s  g a s  a n d  o i l )

-  C o u l d  b e  d o n e  O n c e  f o r  C o o k  I n l e t

-  R e g u l a t i o n s  i m p o r t e d  i n t o  S t a t u t e



13. Cook Inlet Simplicity
•  T w o  r u l e s  -

•  ( 1 )  C e i l i n g s  -  C o o k  I n l e t  o i l  r e m a i n  z e r o  a n d  g a s  

t a x e s  p r e s e r v e  2 0 0 5 - 2 0 0 6  g a s  p r i c e s ,  t a x  r a t e s  

a n d  E L F  ( v o l u m e s  a r e  a c t u a l )  u n t i l  2 0 2 2

•  ( 2 )  B e c a u s e  C e i l i n g s  w e r e  m e a n t  t o  b e n e f i t  

c o n s u m e r s ,  n o t  p r o d u c e r s ,  a n y  p e r t i n e n t  c r e d i t s  

a n d  l o s s e s  t h a t  w o u l d  h a v e  b e e n  n e e d e d  t o  

r e d u c e  C l  t a x e s  t o  c e i l i n g s  c a n n o t  b e  a p p l i e d  

e l s e w h e r e  -  T a x p a y e r  d o e s n ’t g e t  b e n e f i t s  o f  

c r e d i t s  a n d  c e i l i n g s .



13. Cook Inlet Simplicity
•  C l  T a x  w i t h o u t  c e i l i n g s  o r  c r e d i t s :  $ 1 0

•  A p p l y  “C l  C r e d i t s ” ( 5 )

•  T a x  a f t e r  C r e d i t s  5

•  C e i l i n g  $ 3

•  T a x p a y e r  c a n n o t  p a y  $ 3  i n  t a x ,  a n d  t h e n  

t r y  t o  s e l l  $ 5  c r e d i t



1 4 .  E f f e c t i v e  D a t e

•  G e n e r a l l y  E f f e c t i v e  J a n u a r y  1 ,  2 0 0 8

-  T w o  g o o d  t a x  p o l i c i e s

-  c h a n g e  c o r r e s p o n d e d  t o  t a x  y e a r

-  L i m i t e d  r e t r o a c t i v i t y

•  C o r r o s i o n  p r o v i s i o n s  r e t r o a c t i v e .



S e n a t e  R e s o u r c e s  C o m m i t t e e  

S B  2 0 0 1  C o n t e x t

P r e s e n t a t i o n  b y  D a n  E .  D i c k i n s o n ,  C P A  

F o r  L e g i s l a t i v e  B u d g e t  &  A u d i t  C o m m i t t e e

O c t o b e r  2 2 ,  2 0 0 7



O u t l i n e

•  P a r t  I: C o n t e x t  -  O b s e r v a t i o n s  f r o m  3 0 , 0 0 0  f e e t

•  C l e a r  t a x  r u l e s  a r e  b e t t e r  t h a n  a n  a p p r o v a l  p r o c e s s  

i n  f r o n t  o f  a  g o v e r n m e n t  a g e n c y

•  B r o a d  a n d  R o b u s t  r u l e s  a p p l i e d  t o  e v e r y o n e  b e t t e r  

t h a n  a  n a r r o w  r u l e  a p p l i e d  t o  a  s i n g l e  o r  f e w  

( k n o w n )  t a x p a y e r s

•  W i n d f a l l  P r o f i t s  c a n  b e  a n  e f f e c t i v e  t a x i n g  t o o l

•  I n f o r m a t i o n  i n f o r m s  j u d g m e n t s

•  P a r t  II: D e t a i l  -  a p p l i e s  t h e s e  c o n c l u s i o n s  t o  S B  

2 0 0 1 ,  s e c t i o n  b y  s e c t i o n .



W h a t ’ s  g o i n g  o n ?

•  I s  t h i s  a  d i s c u s s i o n  o f  t a x  -  o r  i s  t r y i n g  t o  

“ i n i t i a t e  a  b i d d i n g  r o u n d . ”

•  I s  t h i s  a  c o m m e r c i a l  d i s c u s s i o n  w i t h  

p a r t n e r s  o r  i s  i t  a  d e b a t e  o n  f i s c a l  p o l i c y ?
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A l a s k a  O i l  P r o d u c t i o n ,  1 9 6 5  -  2 0 2 0

Actual Projected

□  Other (1)

■  Northstar

■  Alpine

□  Kup-Sat

■  Kuparuk

□  PBU-Sat

■  FVudhoe Bay

      —  — w 19W tuuu 2010 2015 2020

Fiscal Year
Source: Alaska Department of Revenue, Fall 2006 Revenue Sources Book, extrapolated

(1) Cook Inlet, Duck Island, Milne Point, Greater Point McIntyre, Liberty, Known On & Offshore, Fiord and NPRA.
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A N S  W e s t  C o a s t  P r i c e  a n d  O i l  P r o d u c t i o n

•West Coast ANS Price — ANS Production

Linear (West Coast ANS Price) •Linear (ANS Production)
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Source: Alaska Department of Revenue, Tax Division



P r o d u c t i o n  v s .  P r i c e

2  m i l l i o n  b a r r e l s  a  d a y  a t  $ 1 5  =  $ 3 0  m i l l i o n  

. 7  m i l l i o n  b a r r e l s  a  d a y  a t  $ 8 0 =  $ 5 6  m i l l i o n

7  m i l l i o n  b a r r e l s  a  d a y  a t  $ 1 5  =  $ 1 0  m i l l i o n



A l a s k a  C o n s t i t u t i o n

A r t i c l e  1 -  D e c l a r a t i o n  o f  R i g h t s  

§  1 . I n h e r e n t  R i g h t s

T h i s  c o n s t i t u t i o n  i s  d e d i c a t e d  t o  t h e  p r i n c i p l e s  

t h a t  a l l  p e r s o n s  h a v e  a  n a t u r a l  r i g h t  t o  l i f e ,  

l i b e r t y ,  t h e  p u r s u i t  o f  h a p p i n e s s ,  a n d  t h e  

e n j o y m e n t  o f  t h e  r e w a r d s  o f  t h e i r  o w n  i n d u s t r y ;  

t h a t  a l l  p e r s o n s  a r e  e q u a l  a n d  e n t i t l e d  t o  e q u a l  

r i g h t s ,  o p p o r t u n i t i e s ,  a n d  p r o t e c t i o n  u n d e r  t h e  

l a w ;  a n d  t h a t  a l l  p e r s o n s  h a v e  c o r r e s p o n d i n g  

o b l i g a t i o n s  t o  t h e  p e o p l e  a n d  t o  t h e  S t a t e .



M o v i n g  b e y o n d  t h e  i d e a  o f  t a x e s  a s  a  s e t  

o f  m u t u a l  o b l i g a t i o n s  w i t h i n  a  s o c i e t y  -  

a n d  f o c u s i n g  o n  ‘ l e a v i n g  m o n e y  o n  t h e  

t a b l e . ’

-  F o r  a  t a x  -  r u l e s  a r e  b e t t e r  t h a n  s e e k i n g  

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

-  F o r  a  t a x  -  b r o a d  a n d  r o b u s t  r u l e s  a r e  b e t t e r  

t h a n  n a r r o w  r u l e s  t h a t  a f f e c t  o n e  o r  a  f e w  

( k n o w n )  t a x p a y e r s .



W h a t  i s  t h e  r i g h t  l e v e l  o f  t a x ?

-  I f  y o u  b e l i e v e  t h a t  t h e r e  a r e  w i n d f a l l  p r o f i t s  

t h a t  s h o u l d  b e  a c c r u i n g  t o  t h e  g o v e r n m e n t  

( t h e  p e o p l e )  a n d  n o t  o i l  c o m p a n i e s  -  t h e n  

t h e r e  s h o u l d  b e  a  w i n d f a l l  p r o f i t s  t a x .

-  I f  y o u  b e l i e v e  t h i s  is  j u s t  a n o t h e r  c o m m e r c i a l  

a r r a n g e m e n t  a n d  o n l y  c h u m p s  t a k e  a  n e t ,  

t h e n  o u r  p i e c e  s h o u l d  b e  a  p i e c e  o f  t h e  g r o s s .



T a x a t i o n  i s  s a i d  t o  b e  a n  a b s o l u t e  p o w e r . . .  

a n d  l i k e  s o v e r e i g n  p o w e r  o f  e v e r y  o t h e r  

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

t h o s e  w h o  u s e  it .

C h i e f  J u s t i c e  M a r s h a l  i n  M c C u l l o c h  v  

M a r y l a n d  ( 1 8 1 9 )



I n c r e a s i n g  C o s t s



F Y  2 0 0 7  O p e r a t i n g  C o s t  
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General Fund Revenue including Public 
Education Fund versus  Appropriations*
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H i s t o r i c  G F  R e v e n u e  
p l u s  a v a i l a b l e  G F  

f r o m  t h e  P u b l i c  
E d u c a t i o n  F u n d

Historical GF 
Appropriations4

FY00 FY01 FY02 FY03 FY04 FY05 FY06 FY07 FY08 FY09 FY10 FY11 FY12 FY13

•Excludes appropriations to Public education Fund and some other savings accounts. For example, FY07 excludes SI .(XX) appropriation to Public Education Fund, $182.7 million 
appreoriation to Power Cost Equalization Endowment, $50.0 million to CBR and estimated SI04.7 appropriation to the Alaska Capital Income Fund.

Source: Office of Management and Budget and Alaska Department of Revenue Spring 2007 Revenue Sources Book.
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H is to r ic a l  a n d  F o r e c a s t e d  B u d g e t  S u r p lu s e s  a n d  D e f ic i t s

F Y  2000 t o  F Y  2020
a s s u m e s  o f f i c i a l  r e v e n u e  f o r e c a s t  ( o f f i c i a l  p r i c e s ,  o f f i c i a l  p r o d u c t i o n )  

a n d  b u d g e t  a p p r o p r i a t i o n s  g r o w t h  o f  2 . 5 %
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H is to r y

2000

1 1

T T

2005

O F F I C I A L  F O R E C A S T :

P r ic e s :  O f f ic ia l  (m id d le )  

P r o d u c t io n :  O f f ic ia l  (h ig h )  

A p p r o p r ia t io n s :  O f f ic ia l  (m id d le )

Note: Surpluses are deposited

F o r e c a s t

CBRF Likely 
Depleted in 2013

in the Education Fund, shortfalls are withdrawn from the CBRF



I n f o r m a t i o n

•  I n f o r m a t i o n  i n f o r m s  a n d  h e l p s  w i t h  

j u d g m e n t s  -  B u t  it  d o e s n ’t  u s u a l l y  “s p e a k  

f o r  i t s e l f :

•  W h a t  w o u l d  h a v e  h a p p e n e d  d i f f e r e n t l y  i n  

F Y  2 0 0 7  w i t h  b e t t e r  i n f o r m a t i o n ?



FY 2007 first snapshot
Regular 

Session -FY 2007 - All figures in millions of dollars M ay 2006
T O T A L  G F  R E V E N U E :

Oil and G as  Property Tax  36.7
Oil and G as Income Tax  479.2
Oil and G as Production Tax  959.8
Oil and G as Hazadous Re lease 7.8
Oil and G as  Royalties 1,524.9
Total Oil & G as  3,008.4
Non oil and gas: All other Taxes, Charges, fines & Forfeitures,
Rents, non oil and gas Royalties, Investment R evenues 428.3
Total G F  Revenue 3,436.7
Forward funding of Education used in current year:

T O T A L  G F  Appropriations/Authorizations: 3,209.1

S U R P L U S  $ | |2 2 7 . e J

Source: Leg Finance and DOR Spring 2006 RSB; average forecast price$53.60



FY 2007 second snapshot
FY 2007 - All figures in millions of dollars

Regular 
Session -  
May 2006 PPT

Special 
Session 

Aug 2006
T O T A L  G F  R E V E N U E :

Oil and Gas Property Tax 36.7 36.7
Oil and Gas Income Tax 479.2 479.2
Oil and Gas Production Tax 959.8 1,343.0 2,302.8
Oil and Gas Hazadous Release 7.8 7.8
Oil and Gas Royalties 1,524.9 1,524.9
Total Oil & Gas 3,008.4 4,351.4
Non oil and gas: All other Taxes, Charges, fines & Forfeitures, 
Rents, non oil and gas Royalties, Investment Revenues 428.3 428.3
Total G F  Revenue 3,436.7 1,343.0 4,779.7
Forward funding of Education used in current year: 

T O T A L  G F  Appropriations/Authorizations: 3,209.1 3,493.6

SU R PLU S 227.6 1,286.1

Note: F Y  2006 PPT payment in 2007 
F Y  2007 payments in 2006:

420.0
923.0 

1,343.0



FY 2007 third snapshot
Regular Special Spring

Session - Session Forecast
F Y  2 0 0 7  - All figures in millions of dollars May 2006 Aug 2006 2007

TOTAL GF REVENUE:
Oil and Gas Property Tax 36.7 36.7 52.0
Oil and Gas Income Tax 479.2 479.2 565.1
Oil and Gas Production Tax 959.8 2,302.8 2,114.2
Oil and Gas Hazadous Release 7.8 7.8 10.4
Oil and Gas Royalties 1,524.9 1,524.9 1,583.0
Total Oil & Gas 3,008.4 4,351.4 4,324.7
Non oil and gas: All other Taxes, Charges, fines & Forfeitures,
Rents, non oil and gas Royalties, Investment Revenues 428.3 428.3 655.5
Total GF Revenue 3,436.7 4,779.7 4,980.2

Forward funding to Public Education Fund used in current year:
Total:

TOTAL GF Appropriations/Authorizations: 3,209.1 3,493.6 4,980.2
Forward funding to Public Education Fund used in current year:

Total:
SURPLUS 227.6 1,286.1 -

Rec to Leg 
Fin 2007

572.9 
5,553.1

572.9 
5,553.10

NB: CBRF: 20.0 70.0



F Y  2 0 0 7  c o m p a r i s o n s

FY 2007- All figures in millions of dollars 
TOTAL GF REVENUE

Oil and Gas Property Tax 
Oil and Gas Income Tax 
Oil and Gas Production Tax 
Gl and Gas Hazadous Release 
Ql and Gas Royalties 
Total Q'l&Gas
Non oil and gas: All other Taxes, Charges, fines & 
Forfeitures, Rents, non oil and gas Royalties, 
Investment Revenues 
Total GF Revenue

Special 
Session 
Aug 2006

Spring
Forecast
2007 differenoe %

36.7
479.2

2.302.8 
7.8

1.524.9

520
565.1

2,114.2
10.4

1,583.0

15.30
85.90

(188.60)
260

58.10

42%
18%
-8%
33%
4%

4,351.4 4,324.7 (26.70) -1%

428.3 655.5 227.20 53%
4,779.7 4,980.2 200.50 4%



I n f o r m a t i o n

•  W h e n  a n d  h o w  w o u l d  a  ‘ b e t t e r ’ f o r e c a s t  

h a v e  m a d e  a  d i f f e r e n c e ?

•  W h e n  a n d  h o w  w o u l d  c l o s e r  m o n i t o r i n g  

h a v e  m a d e  a  d i f f e r e n c e ?

•  S e p a r a t e  d e b a t e  a b o u t  r e g u l a t o r y  c o n t r o l  

i s s u e s  -  b u t  t h a t  i s  d i f f e r e n t  f r o m  t h e  f i s c a l  

d e b a t e .

•  S e p a r a t e  i s s u e  a b o u t  l o n g  t e r m  p o l i c y



O n e  w a y  t o  u s e  t h e  i n f o r m a t i o n :
Simple Model of FY  2008 Prodflction Tax Revenue to matcn Administrations Sept 4th Handouts:

]1 b ase Tax [' ProflfesstvHy | Credits |
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A  B C= D E F=
(A * B) (C+D+E)

Under Current Law
P er bbl: (7 .22)

G H=
(F*G)

1=
(F/B)

J K=
(l-J)

L M=
(K 1 )

N=
(M-F)

0=
(H+N)

P=  
(Q12)

Q = R= 
(O +P+Q )

Total Cost:

1 ,900 .0

S T
(S-R )

U=
(T/S)

3 0  2 4 4  7 .3 2 0  (1 ,7 6 2 ) (4 ,0 5 8 ) 1 ,500 22.5% 3 3 7 .6 6 .1 5 4 0 .0 0 337 .6 (190 .0 ) (3 8 0 .0 ) - .
4 0  2 4 4  9 ,7 6 0  (1 ,7 6 2 ) (4 ,0 5 8 ) 3 ,9 4 0 22.5% 886.6 1 6 .15 4 0 .0 0 886.6 (190 .0 ) (3 8 0 .0 ) 3 1 6 .6 200 (116 .6 ) -58%
5 0  2 4 4  1 2 ,2 0 0  (1 ,7 6 2 ) (4 ,0 5 8 ) 6 ,3 8 0 22.5% 1,435 .6 2 8 .1 5 4 0 .0 0 1 ,435 .6 (190 .0 ) (380 .0 ) 065 .6 7 0 0 (165 .6 ) -24%
6 0  2 4 4  1 4 ,6 4 0  (1 .7 6 2 ) (4 ,0 5 8 ) 8 ,8 2 0 22.5% 1 ,9 8 4 .6 3 6 .1 5 4 0 .0 0 1 ,984 .6 (190 .0 ) (3 8 0 .0 ) 1 ,414 .6 1 ,300 (114 .6) -9%
7 0  2 4 4  1 7 ,0 8 0  (1 ,7 6 2 ) (4 ,0 5 8 ) 1 1 ,260 22.5% 2 ,5 3 3 .6 4 6 .1 5 4 0 .0 0 6 .1 5 0.25% 1.54% 173.1 2 ,7 0 6 .7 (190 .0 ) (380 .0 ) 2 ,1 3 6 .7 2,000 (136 .7 ) -7%
8 0  2 4 4  1 9 ,520  (1 ,7 6 2 ) (4 ,0 5 8 ) 13,701 22.5% 3 .0 8 2 .6 5 6 .1 5 4 0 .0 0 16 .15 0.25%  4.04% 553.1 3 ,6 3 5 .7 (190 .0 ) (3 8 0 .0 ) 3 ,0 6 5 .7

Under Changes indicated in Sept 4th Handouts
30 25.0% 375.1 6 .1 5 3 0 .0 0 375.1 (190 .0 ) 185.1 200 14.9 7%
4 0 25.0% 985.1 16 .15 3 0 .0 0 985.1 (1 9 0 .0 ) 795.1 6 0 0 4 .9 1%
50 25.0% 1,595.1 2 6 .1 5 3 0 .0 0 1,595.1 (1 9 0 .0 ) 1.405.1 1 ,300 (105 .1 ) -8%
6 0 25.0% 2,205 .1 3 6 .1 5 3 0 .0 0 6 .1 5 0.20% 1.23% 1 08.5 2 ,3 1 3 .6 (1 9 0 .0 ) 2 ,1 2 3 .6 2,000 (1 2 3 .6 ) -6%
70 25.0% 2,815 .1 4 6 .1 5 3 0 .0 0 16 .15 0.20% 3.23% 3 6 3 .7 3 ,1 7 8 .8 (1 9 0 .0 ) 2 ,9 8 8 .8 2 ,9 0 0 (88 .8) -3%
8 0 25.0% 3,425 .1 5 6 .1 5 3 0 .0 0 2 6  15 0.20% 5.23% 7 16 .5 4 ,1 4 1 .6 (1 9 0 .0 ) 3 ,9 5 1 .6

Incremental Change- Droposal less Current Law
30 37 .5 37 .5 1 90 .0 190 .0 185.1 200 1 4 .9 7%
4 0 98 .5 9 8 .5 190 .0 190.0 4 7 8 .5 6 0 0 121 .5 20%
5 0 159 .5 159.5 1 90 .0 190 .0 539 .5 6 0 0 6 0 .5 10%
6 0 2 2 0 .5 (10 .00 ) 6 .1 5 1.23% 1 08.5 3 2 9 .0 190 .0 1 90 .J 709.0 7 00 ( 9 0 ) -1%
70 2 8 1 .5 (1 0 .0 0 ) 10.00 1 69% 190.6 472.1 1 90 .0 190.0 852.1 9 0 0 4 7 .9 5%
8 0 3 4 2 .5 (10 .00 ) 10.00 1.19% 163.4 505 .9 1 90 .0 190 .0 8 8 5 .9



W o r k  T o  D a t e

S u m m a ry  Comparison between Governor’s  October 1, 
2007 Production Tax Proposal and Current Law (2 
p ages  dated 10/8/07)
Detail Comparison between Governor’s  October 1, 2007 
Production Tax Proposal and Current Law (6 p ag es  
dated 10/8/07)
Preliminary estim ate of the FY 2008 revenue effects of 
four chan ges  proposed bv Governor Sarah  Palin to the 
oil and g a s  production tax a s  43.55 ON Sept 4. 2007 and 
October 1. 2007 (October 3, 2007)
Sectional Analysis (with Steve Porter) On October 1 
work draft, and supplemental analysis on SB/HB 2001



P a r t  II - d e t a i l

L o o k i n g  f o r  p l a c e s  w h e r e

• t a x  r u l e s  a r e  r e p l a c e d  b y  t h e  d i s c r e t i o n  o f  

a n  a g e n c y  ( o r  v i c e  v e r s a )

• B r o a d  a n d  r o b u s t  r u l e s  a r e  r e p l a c e d  w i t h  

n a r r o w  s p e c i f i c  a p p r o a c h e s .

• m i g h t  m a k e  p r o d u c t i o n  t a x ,  o r  f e a t u r e s  o f  it 

l o o k  m o r e  o r  l e s s  l i k e  a  w i n d f a l l  p r o f i t s  t a x

• D a t a  m i g h t  n o t  y i e l d  h o p e d  f o r  i n f o r m a t i o n



on the

PRELIMINARY ESTIMATE OF THE FY 2008 REVENUE EFFECTS OF FOUR 
CHANGES PROPOSED BY GOVERNOR SARAH PALIN TO THE OIL AND GAS

PRODUCTION TAX. AS 43.55.
ON SEPTEMBER 4. 2007 AND OCTOBER 1. 2007

Dan E. Dickinson, CPA, CMA 
October 3,2007

Executive Sum m ary

On September 4, 2007, the Palin Administration proposed changes to Alaska’s oil and 
gas production tax (AS 43.55). Also handed out at that time was a chart demonstrating 
estimated FY 2008 production tax revenues under different scenarios. That chart showed 
that at a price level of $70 dollars a barrel, a revenue estimate under current law and cost 
and volume assumptions to be roughly:

• a billion dollars higher than revenues had the ELF-based tax still been in place; 
however,

• a billion dollars lower than under current law and summer of 2006 cost and 
volume assumptions; and

• 800 million dollars lower than under the Governor’s plan also using summer of 
2006 cost and volume assumptions.

On October 1,2007, the Administration made public a work draft of a bill incorporating 
these and other changes. This paper analyzes four of the proposed changes. If 
implemented for all of FY 2008, these four changes proposed by the Governor would 
have large and immediate revenue impacts, and in fact account for the 800 million dollar 
difference identified above:

The tax rate w juld go ffom 22.5 to 25%. At currently predicted volumes and 
costs, that would generate a revenue increase of about 37.5 million dollars if 
oil is at $30 a barrel for the entire year and 342.5 million dollars if  oil remains 
at $80 for the entire year.

Progressivity -  a mechanism that imposes an additional tax when net values 
are very high - is changed so that in most circumstances at prices greater than 
$55 dollars a barrel it will raise up to roughly 190 million more dollars a year 
than current law. However, because the Administration has opted for the 
administratively less complex method o f calculating progressivity on an 
annual rather than monthly basis, in cases of short duration spikes in price the 
proposal may capture fewer dollars.

R EPO R T  T O  T H E  A L A S K A  S T A T E  L E G IS L A T U R E



Preliminary Estimate o f  Four Proposed Changes on FY 2008 Revenues
Dan E. Dickinson
October 3,2007

The TIE (Transitional Investment Expenditure) credits would be eliminated. 
Those credits allowed producers that are making both current investments, 
and had been making investments in the period 2000 through 2005, to 
“supercharge” their current investment credits from 20% to 30%. In FY 2008, 
eliminating TIE credits will increase revenue by about $190 million a year.

A fourth proposed change will likely have a large revenue impact in its first 
year but little impact thereafter. It will require capital credits to be taken over 
two years instead o f in the year of investment. If the change were effective 
July 1, 2007, the State would receive a revenue boost of about 190 million 
dollars in FY 2008, but would notice little change thereafter.


