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C u r r e n t  S y s t e m
Table 5.26. WEST SAK

Undiscounted Government Take (Income only)

WTI

U S*

i f*

WTI Gas Price Heavy oil price

COST-7 COST-6 COST-5 COST-4 COST-3 COST-2 COST-1

m mI ** * ' ^ i  _

PO.22% 59.56% 59.31% 59.27% 59.19!
A ru ■“

C a n $ Ca n$ Can $

20 22.73 $1.89 $ 14 .35 |

30 34.09 $2.84 $24.321

40 45,45 $3.79 $34,28

50 56.82 $4.73 $44,25

60 68.18 $5.68 $54.22

70 79.55 $6.63 $64.18

80 90.91 $7.58 $74.15

90 102.27 $8.52 $84,11

100 113.64 $9.47 $94.08

______

66.21% 66.35% 66.50% 66.59% 66.70% 66.86% 67.04%



C u r r e n t  S y s t e m
Table 5.27. WEST SAK

5% Discounted Government Take (Income only)

WTI WTI Gas Price

US$ Can $ Can $

20 22.73 $1.89

30 34.09 $2.84

40 45.45 $3.79

50 56.82 $4.73

60 68.18 $5.68

70 79.55 $6.63

80 90.91 $7.58

90 102.27 $8.52

100 113.64 $9.47

Heavy oil price

Can $ COST-7 COST-6 COST-5 COST-4 COST-3 COST-2 COST-1 

$14.35 

$24.32 

$34.28

$54.22

$64.18

S74.15

$84.11



C u r r e n t  S y s t e m

The current system is designed to be 
sensitive to costs and thereby make the 
investment in heavy oil developments 
attractive.

The current system was is also designed 
to be price progressive.

P #
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C u r r e n t  S y s t e m

The PPT credits encourage investments 
by new investors In new oil and gas 
exploration and development and to 
encourage re-investment by existing 
companies. The PPT is therefore a 
consolidated system.

The main goal is to reduce the decline of 
oil production.
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T r a n s p a r e n c y

The transparency provisions related to cost 
projections, publication of data, short term audits 
and an exempt class for auditors seem good 

j provisions.

They should be strongly supported.

These changes can be implemented now.
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P P T  a m e n d m e n t s
In case the Alaska Legislature 
decides that it wants to change the 
PPT anyway, I would advise 
basing such amendments on my 
earlier recommendations contained 
in the reports of:
-- February 14, 2006
-- March 5, 2006 and
-  May 1 ,2006

f\fV\



In my February 14, 2006 report I 
recommended a 25% PPT rate.
Since, this recommendation was made 
government takes have increased in the 
US GOM and Ireland and several 
developing countries. Alberta will also 
increase government take a s  a result of 
the royalty review.
I therefore reconfirm this 
recommendation

I’ MIA
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P P T  A m e n d m e n t s

In my February 14, 2006 report I 
did not recommend the so-called 
clawback provision. Internally, I 
advised strongly against this 
provision. It does not make sense 
to reward a company for past 
investments.
Therefore deleting the Transitional 
Investment Expenditures credits is 
a good step.
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P P T  A m e n d m e n t s
In my March 5, 2006 report (which 
was written after the 20/20 concept 
had been decided by the Governor) 
I recommended:
A price progressive Basic Production Tax 
based on the gross value of production 
in addition to the PPT.
The price progressive Basic Production 
Tax would be deductible from the PPT.

fMM
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P P T  A m e n d m e n t s

The price progressive Basic 
Production Tax was based on the 
following formula:
BPT rate = (WTI - 50) x 0.25%

i  f i

At the current price of $ per 
barrel WTI this would be equal to 
8.5% on the gross value of oil at 

^ the productionpdint.
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P P T  A m e n d m e n t s

I believe that price progressive 
features based on the gross value 
of the production are more effective 
than features based on net.

I r e c e n t l y  r e c o m m e n d e d  a  s i m i l a r  

s e v e r a n c e  t a x  t o  t h e  A l b e r t a  r o y a l t y  

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

w a s  a c c e p t e d .  T h e  A l b e r t a  G o v e r n m e n t  

i s  n o w  c o n s i d e r i n g  t h e s e  

r e c o m m e n d a t i o n s .

1 4
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The current progressive feature in 
the PPT law based on the net 
value is an ineffective mechanism. 
It is highly unpredictable and 
subject to cost verification 
difficulties. Bringing the price 
down from $40 to $ 30 is a 
relatively weak measure. I do not 
recommend this.

15
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P P T  A m e n d m e n t s

I therefore reconfirm my 
recommendation for a price 
progressive feature based on gross 
in addition to the 25% PPT Rate.

However, such a feature would 
need to have a modifier in the 
formula in order to soften the 
impact on heavy oils.

v v "
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P P T  A m e n d m e n t s

I)

The May 1, 2006 report 
recommended the Gross Revenue 
Exclusion (“GRE”) for pipeline gas 
(not for condensates and liquids) of 
64% of the gross value of the prior 
to the application of the PPT for 
gas other than from Cook Inlet.

Gas that needs to be transported 
over long distances has very 
different economics than oil.
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P P T  A m e n d m e n t s

Most jurisdictions that need to 
export gas over large distances 
have a government take that is 
lower for gas than for oil. If Alaska 
wants to compete with a gas 
project internationally, it has to start 
with a reasonable fiscal system for 
gas.
I therefore reconfirm my GRE 
recommendations.

pm M
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F a i l u r e  t o  f o r e c a s t  c o s t  

i n c r e a s e s

Much discussion took place about 
the so-called failure to forecast cost 
increases. In this respect I like to 
emphasize that I provided the 
Legislature ample and precise 
warning about cost increases.
The following three slides are 
repeat slides of my presentations in 
2 0 0 6 .

y\iM

1 9



M a y  1 0 ,  2 0 0 6  s l i d e :  A l a s k a  G a s  

P r o j e c t

C o s t  o v e r r u n  r i s k s

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

a  $  2 1  b i l l i o n  p r o j e c t  a s  o r i g i n a l l y  

p r e s e n t e d .

H o w e v e r ,  c o s t  h a v e  a l r e a d y  e s c a l a t e d  

s i g n i f i c a n t l y ,  i n  p a r t i c u l a r  s t e e l  p r i c e s  a n d  

r e g i o n a l  e s c a l a t i o n  i n  A l b e r t a .

?\|M
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M a y  1 0  s l i d e :  A l a s k a  G a s  P r o j e c t

^  H u g e  r i s k s  {

T h e  c o m b i n a t i o n  o f  g a s  p r i c e  

r i s k  a n d  c o s t  o v e r r u n  r i s k  

c r e a t e s  a  p o s s i b i l i t y  t h a t  t h e  

p r o j e c t  m a y  n o t  b e  b u i l t  o v e r  

t h e  n e x t  d e c a d e  e v e n  w i t h  a  

s t r a n d e d  g a s  c o n t r a c t .

2 1



J u n e  1 5  s l i d e :  R i s k  A s s e s s m e n t :  

S u m m a r y

I n  s u m m a r y  t h e  v i e w  o f  E c o n O n e  i s :

5 0 %  c o s t  o v e r r u n  -  v e r y  l o w  p r o b a b i l i t y  

F I F  l o w  g a s  p r i c e  -  v e r y  l o w  p r o b a b i l i t y  

P r o j e c t  u n e c o n o m i c  -  v e r y  l o w  p r o b a b i l i t y

M y  v i e w  i s :

5 0 %  c o s t  o v e r r u n  -  v e r y  l i k e l y  

F I F  l o w  g a s  p r i c e  -  f a i r  p r o b a b i l i t y  

P r o j e c t  u n e c o n o m i c  -  f a i r  p r o b a b i l i t y

2 2



F a i l u r e  t o  f o r e c a s t  c o s t  

i n c r e a s e s

Despite the fact that I predicted 
strong cost increases generally and 
internationally, there was no 
evidence in early 2006 of strong 
local inflationary pressures on the 
North Slope (as compared to 
Alberta, for instance).

2 3



F a i l u r e  t o  f o r e c a s t  c o s t  

i n c r e a s e s

T h e r e f o r e ,  I b e l i e v e  t h a t  i t  i s  i m p e r a t i v e  

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

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

c o s t s  w e r e  s i g n i f i c a n t l y  u n d e r  e s t i m a t e d  

o r  n o t .

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

o v e r - d e c l a r e d  t h e i r  c o s t s  f o r  t h e i r  f i r s t  

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

a u d i t s  t h e  r e v e n u e s  t o  A l a s k a  w i l l  b e  

r e v i s e d  u p w a r d .
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F a i l u r e  t o  f o r e c a s t  c o s t  

i n c r e a s e s

I a m  c o n c e r n e d  a b o u t  t h e  f a c t  t h a t  t h e  

e a r l i e r  P P T  l a w  w e a k e n e d  t h e  l e v e l  o f  

i n t e r e s t  f o r  l a t e  p a y m e n t s  i n - - - -  

4 3 . 5 5 . 0 2 0 ( g ) .  T h e  c u r r e n t  b i l l  m a i n t a i n s  

t h i s .

S o  t h i s  i s  a n  a d d e d  i n c e n t i v e  t o  o v e r
i

d e c l a r e  c o s t s .
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1 0 %  f l o o r  o n  l a r g e  f i e l d s

T h e  P P T  i s  d e s i g n e d  a s  a  c o n s o l i d a t e d  t a x .  O n l y  

i n  t h i s  w a y ,  d o e s  t h e  t a x  p r o m o t e  t h e  r e ­

i n v e s t m e n t  i n  A l a s k a .

T h e  1 0 %  f l o o r  o n  l a r g e  f i e l d s  t u r n  t h e  P P T  i n t o  a  

t a x  t h a t  i s  e s s e n t i a l l y  r i n g - f e n c e d  f o r  t h e  l a r g e  

f i e l d s .  T h i s  i s  a n  a d m i n i s t r a t i v e  n i g h t m a r e  a s  i s  

e v i d e n c e d  b y  t h e  a m e n d m e n t  o f  4 3 . 5 5 . 1 6 5  ( h )  

a n d  i t  a l s o  r e m o v e s  t h e  b e n e f i t s  o f  p r o m o t i n g  r e ­

i n v e s t m e n t  i n  A l a s k a  b y  t h e  l a r g e  c o r p o r a t i o n s .

T h i s  m a k e s  n o  s e n s e .  I w o u i d  s t r o n g l y  

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



t a x  c r e d i t s  o v e r  t w o  y e a r s

T h i s  i s  a  s i l l y  a n  u n n e c e s s a r y  p r o v i s i o n .

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

d e v e l o p m e n t s  o n  t h e  N o r t h  S l o p e .  T h e r e  i s  n o  

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

t i m e ,  i f  c r e d i t s  a r e  a l l o w e d  o v e r  t w o  y e a r s  r a t h e r  

t h a n  o n e .  H o w e v e r ,  i t  i s  a  m u c h  s t r o n g e r  

i n c e n t i v e  t o  g i v e  t h e  c r e d i t s  i n  t h e  y e a r  t h e  

i n v e s t m e n t s  a r e  i n c u r r e d .

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

p r o v i s i o n .
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“ c o r r o s i o n ”  i s s u e

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

E s s e n t i a l l y ,  t h e  P P T  t a x  c o l l e c t o r s  w o u l d  b e  

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

c o s t s .

T h e  c o r r o s i o n  i s s u e  w a s  a l r e a d y  f i x e d  i n  t h e  P P T  

l a w  b y  m a k i n g  t h e  f i r s t  $  0 . 3 0  p e r  B O E  c a p i t a l  

c o s t s  n o n - d e d u c t i b l e .  T h i s  w a s  i n  l i e u  o f  t h e  

c o r r o s i o n  c o s t s .  T h i s  i s  e a s y  t o  a d m i n i s t e r .  I f  

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

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

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

2 8
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E x t r a  i n c e n t i v e s  f o r  e x p l o r a t i o n

B e y o n d  t h e  2 0 %  c a p i t a l  i n v e s t m e n t  c r e d i t ,  t h e r e  

i s  i n  m y  v i e w  n o  n e e d  f o r  f u r t h e r  i n c e n t i v e s  i n  

e x p l o r a t i o n .

2 9



“ J o i n t  A d m i n i s t r a t i o n ”

T h e  B i l l  p r o v i d e s  f o r  m o r e  e x c h a n g e  o f  

i n f o r m a t i o n  b e t w e e n  D N R  a n d  D O R .  T h i s  i s  

g o o d .

H o w e v e r ,  t h e  b i l l  s e e m s  t o  i m p l e m e n t  s o m e  t y p e  

o f  j o i n t  a d m i n i s t r a t i o n  b y  D N R  a n d  D O R  o f  t h e  

P P T .  T h i s  i s  u n n e c e s s a r y  a n d  v e r y  c o n f u s i n g  

a n d  w i l l  l e a d  t o  b o t t l e n e c k s .
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T E 'd T I  K O W y  P 4 G -  S f c e S

t o /% % /01

Comments On ACES Petroleum Tax Proposal, October, 2007
Bv Ken Thompson. Managing Director. AVCG/Brooks Range Petroleum

Personal Background

F o r  t h e  r e c o r d ,  m y  n a m e  is  K e n  T h o m p s o n .  I r e s i d e  a t  1 2 0 3 1  L ila c  D riv e ,
A n c h o r a g e ,  A la s k a .  I a m  t h e  M a n a g in g  D i r e c to r  f o r  A l a s k a  V e n t u r e  C a p i t a l  G r o u p ,  o r  
A V C G  L L C , a n  i n d e p e n d e n t  oil e x p lo r a t i o n  c o m p a n y  f o r m e d  w ith  a  s o l e  f o c u s  o n  t h e  
N o r th  S l o p e  o f  A la s k a .  A V C G  is  a  p r iv a te ly  h e ld  m e m b e r  L L C  c o m p r i s e d  o f  p r iv a t e  
e q u i ty  i n v e s t o r s  m a d e  u p  o f  1 5  i n d e p e n d e n t  oil a n d  g a s  c o m p a n i e s  a n d  in d iv id u a ls  
f ro m  K a n s a s  a n d  m e  a s  a n  o w n e r / m e m b e r  p a r t n e r  f r o m  A la s k a .  A V C G  h a s  a  
t e c h n i c a l  a n d  o p e r a t i o n a l  s e r v i c e s ’ s u b s i d i a r y  c o m p a n y  c a l l e d  B r o o k s  R a n g e  
P e t r o l e u m ,  w ith  o f f i c e s  a n d  s t a f f  in  A n c h o r a g e .  In A l a s k a  a n d  o n  t h e  N o r th  S l o p e ,  w e  
o p e r a t e  u n d e r  t h e  n a m e  B r o o k s  R a n g e  P e t r o l e u m .

A V C G  h a s  l e a s e  h o ld in g s  a n d  e x p l o r e s  c u r r e n t ly  o n ly  in  A l a s k a . . . a n d  n o w h e r e  e l s e .  
A V C G /B r o o k s  R a n g e  P e t r o l e u m  l ik e s  t o  th in k  o f  o u r  c o m p a n y  a s  “A l a s k a ’s  
I n d e p e n d e n t  O il a n d  G a s  C o m p a n y ."

A V C G  L L C  h a s  b e e n  v e r y  a c t i v e  in  t h e  p a s t  s e v e n  N o r th  S l o p e  a r e a w i d e  l e a s e  s a l e s  
a n d  a c t i v e  in  a c q u i r in g  a c r e a g e  h e ld  b y  o t h e r  c o m p a n i e s  w h e r e  w e  s e e  p o te n t i a l .
W e  a n d  o u r  p a r t n e r s  c u r r e n t ly  h o ld  o v e r  3 0 0 ,0 0 0  a c r e s  o f  e x p lo r a t i o n  l e a s e s  in  f iv e  
e x p lo r a t i o n  p r o s p e c t  a r e a s  o n  t h e  S l o p e .  O u r  e x p lo r a t i o n  s t r a t e g y  is  to  e x p l o r e  in  t h e  
c e n t r a l  p a r t  o f  t h e  N o r th  S l o p e  f o r  f i e ld s  in t h e  1 0 - 1 0 0 +  m illio n  b a r r e l s  r a n g e ,  f i e ld s  
t h a t  m a y  b e  t o o  s m a l l  f o r  t h e  g i a n t  p r o d u c e r s  b u t  s a t i s f y  a s  n i c h e  f i e ld s  t h a t  c a n  b e  
" c o m p a n y  m a k e r s "  f o r  a  s m a l l  i n d e p e n d e n t .  W e  b e l i e v e  t h e r e  a r e  h u n d r e d s  o f  
m il l io n s  if n o t  b i l l io n s  o f  b a r r e l s  o f  o il le f t o n  t h e  c e n t r a l  N o r th  S l o p e  in  s m a l l e r  f i e ld s  o f  
t h i s  s i z e  f o r  s m a l l  i n d e p e n d e n t s  lik e  o u r s  t h a t  w a n t  t o  t a k e  t h i s  t y p e  o f  e x p lo r a t io n  
r is k .

L a s t  y e a r ,  A V C G  L L C  a n n o u n c e d  jo in t  v e n t u r e  a g r e e m e n t s  w ith  tw o  C a n a d i a n  
i n d e p e n d e n t s ,  T G  W o r ld  E n e r g y  a n d  B o w  V a l le y  E n e r g y ,  a n d  w ith  a  p r iv a te  
e x p lo r a t i o n  c o m p a n y  f ro m  H o u s t o n ,  R a m s h o r n  E x p lo r a t io n .  T o g e t h e r ,  a s  w o rk in g  
i n t e r e s t  c o - o w n e r s  w e  a r e  e x p lo r in g  t h e  c e n t r a l  p a r t  o f  t h e  N o r th  S lo p e .

In t h e  w in t e r  o f  2 0 0 6 ,  A V C G  p a r t i c i p a t e d  w ith  a n  o w n e r s h i p  i n t e r e s t  in  t h e  C r o n u s  
e x p lo r a t i o n  w e ll  a b o u t  1 0  m i l e s  s o u t h w e s t  o f  t h e  K u p a r u k  F ie ld ,  o p e r a t e d  b y  P i o n e e r  
N a tu r a l  R e s o u r c e s .  U n f o r tu n a te ly ,  t h a t  w e ll  w a s  a  d r y  h o le .

T h i s  p a s t  w in te r  f o r  t h e  f i r s t  t im e ,  o u r  o p e r a t i o n s  s u b s i d i a r y ,  B r o o k s  R a n g e  P e t r o l e u m  
o p e r a t e d  t h e  d r illin g  o f  tw o  e x p lo r a t i o n  w e l l s  f o r  o u r  w o r k in g  i n t e r e s t  p a r t n e r s  in  t h e  
G w y d y r  B a y  a r e a  o f  t h e  N o r th  S l o p e ,  j u s t  n o r t h w e s t  o f  P r u d h o e  B a y . O n e  w e ll , t h e  
S a k  R iv e r  # 1 ,  w a s  a  d r y  h o le ,  b u t  w e  w e r e  e x c i t e d  t o  a n n o u n c e  e a r l i e r  t h i s  y e a r  t h a t  
o u r  N o r t h s h o r e  # 1  w e ll  n o r t h w e s t  o f  t h e  P r u d h o e  B a y  F ie ld  d id  s t r ik e  o il. W e  p la n  to  
c o m p l e t e  a n d  t e s t  t h i s  w e ll  t h i s  w in te r .  In a d d i t io n ,  w e  r a n  a  1 3 0 - s q u a r e  m ile  3 D

10/22/2007 AVCG Comments On ACES Legislation Page 1 of 8



s e i s m i c  s u r v e y  o v e r  o u r  a c r e a g e  a n d  s u r r o u n d i n g  a r e a  in  t h e  G w y d y r  B a y  a r e a  o n  
t h e  N o r th  S l o p e .  In  t o ta l  t h i s  p a s t  d r illin g  s e a s o n ,  o u r  J V  G r o u p  i n v e s t e d  o v e r  $ 4 4  
m illio n  o n  la n d ,  s e i s m i c  a n d  d r il l in g  a c t iv i t i e s .

T h i s  w in t e r  o u r  J o i n t  V e n t u r e  G r o u p  will b e  a m o n g  t h e  m o s t  a c t i v e  o f  e x p l o r e r s  a s  w e  
p l a n  to  s h o o t  o v e r  2 0 0  s q u a r e  m i l e s  o f  n e w  s e i s m i c  d a t a  o n  t h e  e x t r e m e  w e s t e r n  a n d  
e a s t e r n  s i d e s  o f  t h e  C e n *  a l  N o r th  S l o p e  a n d  to  drill u p  t o  f o u r  e x p lo r a t i o n  w e l l s .  W e  
p l a n  to  t e s t  t h e  N o r t h s h o r e  # 1  w e ll  a n d  a l s o  drill o n e  o r  tw o  o t h e r  e x p lo r a t i o n  w e l l s  
n e a r b y  to  s e e  if w e  c a n  d i s c o v e r  a  s u f f i c i e n t  v o l u m e  o f  o il to  w a r r a n t  a  c o m m e r c i a l  
d e v e l o p m e n t  a t  G y w d y r  B a y . W e  w ill d rill o u r  T o f k a t  # 1  w e ll  s o u t h  o f  t h e  A lp in e  F ie ld  
a n d  a l s o  drill a  f o u r th  e x p lo r a t i o n  w e ll  o n  a  p r o s p e c t  to  b e  n a m e d .  In  to ta l ,  o u r  g r o u p  
w ill s p e n d  o v e r  $ 4 0  m illio n  in  s e i s m i c  a n d  e x p l o r a t o r y  d r illin g  in  w in te r  2 0 0 8 .  If o u r  
N o r t h s h o r e  oil c o m o le t io n  t e s t  is  a s  s u s p e c t e d  a n d  o n e  o f  th  j  w e l ls  s t r i k e s  oil c l o s e  
b y , w e  m a y  p r o c e e d  w ith  N o r t h s h o r e  d e v e l o p m e n t  w ith  m o r e  s u b s t a n t i a l  c a p i t a l  
i n v e s t m e n t  in  t h e  s e c o n d  h a l f  o f  2 0 0 8 .

M y  c o m m e n t s  t o d a y  r e p r e s e n t  t h e  p e r s p e c t i v e s  o f  a  s m a l l ,  i n d e p e n d e n t  e x p lo r a t i o n  
c o m p a n y  t h a t  is  a c t iv e ly  e x p lo r in g  o n  t h e  N o r th  S l o p e  w ith  a  g o o d  le v e l  o f  a c t iv i ty , 
g e n e r a l l y  o n  p r o s p e c t s  t h a t  b e c a u s e  o f  s m a l l e r  s i z e  n o  l o n g e r  i n t e r e s t s  t h e  m a jo r  
c o m p a n i e s .  A t t h e  e n d  o f  n e x t  d r il l in g  s e a s o n ,  A V C G  s i n c e  1 9 9 9  a n d  o u r  p a r t n e r s  
s i n c e  l a s t  y e a r  w ill h a v e  jo in tly  i n v e s t e d  o v e r  $ 1 0 0  m illio n  in  A la s k a  e v e n  t h o u g h  n o n e  
in  o u r  g r o u p  h a v e  g e n e r a t e d  a n y  r e v e n u e s  y e t  f r o m  A la s k a  o il, s o  w e  s i n c e r e l y  
a p p r e c i a t e  b e in g  l i s t e n e d  to .  W e  th in k  in  t h e  lo n g  r u n  w e  c a n  b r in g  s u b s t a n t i a l ,  
i n c r e m e n t a l  v a l u e  to  t h e  S t a t e  o f  A la s k a .  P l e a s e  w is h  u s  g o o d  lu c k .

M a n y  o f  y o u  a l s o  k n o w  m e  a s  t h e  p a s t  P r e s i d e n t  o f  A R C O  A la s k a ,  In c . f r o m  1 9 9 4 -  
1 9 9 8 .  I a l s o  s e r v e d  a s  E x e c u t iv e  V i c e - P r e s i d e n t  f o r  A R C O  a n d  h e a d  o f  g lo b a l  o il a n d  
g a s  e x p lo r a t i o n  f o r  A R C O . I d o  h a v e  e x p lo r a t i o n  a n d  p r o d u c t io n  e x p e r i e n c e  in  1 0  
U .S .  s t a t e s  a n d  in  o v e r  2 0  c o u n t r i e s  t h r o u g h o u t  t h e  w o r ld ,  s o  I'll a l s o  s h a r e  m y  
p e r s p e c t i v e  in  h o w  I s e e  t h e  A C E S  bill in  t h e  c o n t e x t  o f  c o m p e t i t i v e n e s s  in  t h e  U n i te d  
S t a t e s  a n d  in  t h e  w o r ld .

G e n e r a l  C o m m e n t s  O n  A C E S  L e g i s l a t i o n

A t t h i s  p o in t ,  I w o u ld  lik e  t o  a d d r e s s  v a r i o u s  k e y  p o in t s  in  t h e  A C E S  le g is la t io n .

F ir s t ,  o u r  c o m p a n y  p r e f e r s  t h a t  t h e  P P T  b e  a l lo w e d  to  r u n  i ts  c o u r s e  in  t h e  n e x t  f e w  
y e a r s ,  a n d  t h a t  A C E S  n o t  b e  a p p r o v e d  w ith  i ts  c u r r e n t  p r o v i s io n s .  I a g r e e  witi* U r. 
P e d r o  v a n  M e u r s  t h a t  in  t h e  l ig h t  o f  d e c l in in g  o il p r o d u c t io n  in  t h e  s t a t e  o f  A l a s k a  a n d  
p r o s p e c t iv i t y  t r e n d i n g  to  s m a l l e r  f ie ld  s i z e s ,  t h e  S t a t e  s h o u l d  n o t  o n c e  a g a i n  i n c r e a s e  
i ts  t a x e s  a f t e r  h a v in g  d o n e  s o  l a s t  y e a r .  I w ill te l l  y o u  t h a t  w h e n  r e c r u i t in g  c o m p a n i e s  
t o  jo in  in  o u r  A l a s k a  v e n t u r e s  in  2 0 0 5  a n d  2 0 0 6 ,  m a n y  w e r e  c o n c e r n e d  a b o u t  t h e  
t h r e a t  o f  t a x  i n c r e a s e s  in  A la s k a .  P P T  p r o v e d  t a x  i n c r e a s e s  w e r e  n o t  a  t h r e a t  b u t  a  
r e a l i ty .  A d d in g  y e t  a n o t h e r  t a x  i n c r e a s e  v ia  t h e  A C E S  bill t h i s  y e a r  s h o w s  in s ta b i l i ty
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in  A l a s k a ’s  t a x  p o l ic y  w h ic h  r e s u l t s  in  u n c e r t a i n t y  a n d  r is k  w h e n  m a k in g  i n v e s t m e n t  
d e c i s i o n s .

I h e a r d  t h a t  c o n s u l t a n t  D a n ie l  J o h n s t o n  d i f f e r e d  s t r o n g ly  f ro m  D r. v a n  M e u r s  a n d  
u r g e d  t h e  oil in d u s t r y  t o  u n d e r s t a n d  t h e  " c lo u d  o f  c o r r u p t io n ” o v e r  t h e  e x i s t in g  
P e t r o l e u m  P r o f i t s  T a x ,  o r  P P T ,  a n d  t h a t  t h i s  a l o n e  p r o v i d e s  a  g o o d  r e a s o n  t o  c h a n g e  
P P T .  I c h a l l e n g e  D a n ie l  J o h n s t o n  t h a t  t h e  b u s h e l  s h o u l d  n o t  b e  th r o w n  o u t  b e c a u s e  
o f  a  f e w  b a d  a p p l e s .

In  f a c t ,  l a s t  y e a r  d u r in g  t h e  P P T  d e b a t e s ,  I r e c a l l  t h o s e  w h o  a r e  g u il ty  o f  p a y in g  
b r i b e s  a n d  s o m e  w h o  a r e  a c c u s e d  o f  t a k in g  b r i b e s  a c tu a l ly  s u p p o r t e d  a  2 0 %  b a s e  
t a x  r a t e ,  n o t  t h e  2 2 .5 %  b a s e  r a t e  t h a t  w a s  f in a lly  a d o p t e d .  In  f a c t ,  I’d  lik e  t o  th in k  t h a t  
t h e  a l m o s t  a ll  in  t h e  L e g i s l a t u r e  a n d  in  I n d u s t r y  w e r e  h o n e s t ,  t h a t  t h e y  c o u ld  b e  
t r u s t e d  in t h e i r  d e l i b e r a t i o n s  l a s t  y e a r ,  a n d  t h a t  t h e  f in a l  a n s w e r  o f  P P T  w a s  a  g o o d  
a n s w e r  a n d  a n  h o n o r a b l e  a n s w e r .

It is  a l s o  v e r y  i m p o r t a n t  t o  k e e p  in  m in d  t h a t  t h e  p r o g r e s s iv i t y  t a x  w a s  a d d e d  a t  h ig h  
o il p r i c e s  t o  d r iv e  t h e  r e a l  t a x  r a t e  t o  e v e n  h i g h e r  l e v e l s  t h a n  2 2 .5 % ,  w ith  a  r a n g e  
e x c e e d i n g  3 0 %  n o w  p o s s i b l e  a t  c e r t a i n  p r i c e s .  A n d  l e t ’s  n o t  f o r g e t  t o  t a c k  o n  t h e  
r o y a l ty ,  t h e  c o r p o r a t e  t a x ,  t h e  a d  v a l o r e m  p r o p e r t y  t a x ,  a n d  e n v i r o n m e n t a l  a n d  
p e r m i t t in g  f e e s .  It a p p e a r e d  to  m e  t h a t  t h e  c h e c k s  a n d  b a l a n c e s  in  t h e  s y s t e m  
w o r k e d  in  t h e  L e g i s l a t u r e  l a s t  y e a r ,  a n d  I a p p l a u d  t h e  h o n e s t y  o f  t h e  l e g i s l a t o r s  w h o  
in  t h e  e n d  m a d e  a  p o s i t iv e  d i f f e r e n c e .

B u t  I s i t  h e r e  f e e l in g  a s  if t h e  h o n e s t  a n d  t r u s tw o r th y  i n v e s t o r s  in  t h i s  in d u s t r y  a r e  
b e i n g  p u n i s h e d  a l o n g s i d e  t h e  g u il ty . I p e r s o n a l l y  th in k  th i s  w ill h a v e  n e g a t i v e  
c o n s e q u e n c e s  f o r  A la s k a  in  t h e  lo n g  h a u l  in  r e l a t i o n s h i p s  a n d  e v e n  in  s u s t a i n a b l e  
i n c r e a s e d  v a lu e .

B u t  I a m  p o li t ic a l ly  a s t u t e  e n o u g h  to  k n o w  t h a t  t h e  A C E S  t r a in  is  m o v in g  f a s t  d o w n  
t h e  t r a c k ,  s o  I c a n  s t a n d  o u t  o f  t h e  w a y  o r  j u m p  o n  b o a r d  a n d  try  t o  m a k e  t h e  A C E S  
bill b e t t e r  b e f o r e  w e  r e a c h  d e r a i l m e n t  in  t h e  lo n g - te r m  r e l a t i o n s h i p s  b e t w e e n  th i s  
i n d u s t r y  I lo v e  a n d  t h i s  S t a t e  I lo v e .

S o ,  I h a v e  s o m e  s u g g e s t i o n s  o f  t h i n g s  n o t  t o  c h a n g e  a n d  th i n g s  to  c h a n g e  in  t h e  
A C E S  p r o p o s a l .

F i v e  T h i n g s  N o t  T o  C h a n g e  In  A C E S

1 )  K e e p  t h e  e x p l o r a t i o n  a n d  d e v e l o p m e n t  i n v e s t m e n t  t a x  c r e d i t s .  F o r  a
s m a l l  e x p l o r e r  s t a r t u p  c o m p a n y  lik e  A V C G  L L C , t h e  e x p lo r a t i o n  e c o n o m i c s  
w ith  t h e  e x p lo r a t i o n  t a x  c r e d i t s  r a n g in g  f r o m  2 0 - 4 0 %  a s  p r o v id e d  b y  P P T  a n d  
w ith  A C E S  a r e  m o r e  f a v o r a b l e  w ith  a n  i m p r o v e m e n t  in  t h e  i n v e s t o r ’s  r a t e  o f  
r e tu r n  a s  c o m p a r e d  w ith  A l a s k a ’s  o ld  s e v e r a n c e  t a x  s y s t e m .  N e a r - t e r m  c a s h  
f lo w  b e c a u s e  o f  t h e  i n v e s t m e n t  t a x  c r e d i t s  is  h i g h e r  w h ic h  im p r o v e s  t h e  r e tu r n
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o n  i n v e s tm e n t .  P l u s  r e f u n d  o f  c a s h  t o  c o m p a n i e s  l ik e  A V C G  a n d  o u r  w o r k in g  
i n t e r e s t  p a r t n e r s  v ia  t h e  c r e d i t s  m e a n  t h a t  w e  c a n  a p p l y  t h a t  c a s h  to  o u r  
c a p i t a l  b u d g e t  t h e  n e x t  y e a r  t o  r u n  a d e q u a t e  s e i s m i c  a n d  d o  a d d i t i o n a l  d rillin g  
t h a t  i n c r e a s e s  t h e  c h a n c e  o f  m o r e  o il p r o d u c t io n  a n d  r e s e r v e s  f o r  u s  a n d  f o r  
t h e  S t a t e .

L ik e w is e ,  t h e  c r e d i t s  f o r  l o s s e s  f o r  a  s t a r t u p  c o m p a n y  lik e  o u r s  w h i le  w e  
e s t a b l i s h  p r o d u c t io n  a n d  a l s o  t h e  d e v e l o p m e n t  i n v e s t m e n t  c r e d i t  c a n  t a k e  
s u b s t a n t i a l  r is k  o u t  o f  d e v e l o p m e n t  o f  s m a l l e r  f i e ld s  t h a t  o u r  c o m p a n y  is  
f o c u s in g  o n .  M a y  o f  t h e s e  s m a l l e r  f i e ld s  c a n  a d d  u p  o v e r  t im e  a n d  p r o v id e  
s ig n i f i c a n t  i n c r e m e n t a l  r e v e n u e  t o  t h e  S t a t e .

2 )  K e e p  t h e  “ s t a n d a r d  t a x  d e d u c t i o n / e x e m p t i o n ”  f o r  s m a l l e r  c o m p a n i e s .
T h e  “S m a l l  P r o d u c e r  T a x  C r e d i t "  t h a t  e x e m p t s  u p  to  t h e  f i r s t  $ 1 2 ,0 0 0 ,0 0 0  in  
p r o d u c t io n  t a x e s  f o r  s m a l l e r  c o m p a n i e s  c a n  a l lo w  u s  to  r e tu r n  a  l a r g e r  s h a r e  o f  
o u r  a n n u a l  c a s h  f lo w  f o r  e x p l o r a t i o n  a n d  i n v e s t m e n t  w h i le  w e  b u ild  t h e  
c o m p a n y  to  a  c r i t ic a l  m a s s  o f  r e s e r v e s  a n d  p r o d u c t io n  n e c e s s a r y  t o  e x p a n d  
s t a f f in g  a n d  h a v e  a  r o u t in e  le v e l  o f  m a j o r  c a p i t a l  s p e n d i n g  e a c h  y e a r .

3 )  K e e p  t h e  n e w  A C E S  t a x  c r e d i t  a l l o w a n c e  f o r  q u a l i f i e d  d e l i n e a t i o n  w e l l s .
A  n e w  p r o p o s a l  in  t h e  A C E S  bill t h a t  w a s  n o t  in  t h e  P P T  la w  is  t h e  p o s s i b l e  t a x  
c r e d i t  a l l o w a n c e  fo r  t h e  i n v e s t m e n t  in  u p  to  tw o  d e l i n e a t i o n  w e l l s  fo l lo w in g  a  
d i s c o v e r y .  T h i s  w o u ld  b e  v e r y  h e lp f u l  t o  s m a l l  e x p l o r e r s  a s  w e ll  a s  f o r  l a r g e  
c o m p a n i e s  o n  t h e  N o r th  S l o p e  w h e r e  o f t e n  o n e  w e ll  is  n o t  e n o u g h  to  
d e t e r m i n e  if f ie ld  s i z e  is  l a r g e  e n o u g h  to  w a r r a n t  d e v e l o p m e n t .

A  r e a l  c a s e  in  p o in t  is  t h a t  s h o u l d  w e  h a v e  a  d i s c o v e r y  t h i s  c o m in g  w in t e r  a t  
o u r  T o f k a t  e x p lo r a t io n  w e ll  o n  t h e  w e s t e r n  s i d e  o f  t h e  S l o p e ,  w e  w ill h a v e  to  
drill o n e  o r  tw o  d e l i n e a t i o n  w e l l s  t o  c o n f i r m  if f ie ld  s i z e  is  s u f f i c i e n t  t o  d e v e l o p  
t h e  r e s o u r c e  a t  th i s  r e m o t e  lo c a t io n .  O f te n ,  d u e  to  t h e  n a t u r e  o f  t h e s e  
c o m p l e x  s t r a t i g r a p h i c  t r a p s  w h e r e  s a n d s  u n p r e d i c t a b l y  c o m e  a n d  g o ,  t h e  
d e l i n e a t i o n  w e l l s  c a n  b e  a l m o s t  a s  r is k y  a s  t h e  in itia l e x p lo r a t i o n  w e ll. H a v in g  
a  c r e d i t  w h e r e  t h e  S t a t e ,  in  a  r e a l  s e n s e ,  is  s h a r i n g  in  t h e  r is k  w ill - 1 t h in k  -  
e x p e d i t e  d e l in e a t io n  o f  n e w  f i e ld s  a n d  a d v a n c e  d e v e l o p m e n t  f o r  r e v e n u e s .

4 )  K e e p  t h e  r e v i s e d  p r o g r e s s i v i t y  t a x  r a t e  a t  0 .2 %  p e r  d o l l a r  i n c r e a s e  in  o i l  
p r i c e .  T h e  P P T  t a x  la w  h a d  a n  i n c r e m e n t a l  t a x  r a t e  o f  0 .2 5 %  p e r  e a c h  d o l l a r  
i n c r e a s e  in  oil p r i c e  a b o v e  a  t r i g g e r  p r i c e  w h i le  t h e  n e w  A C E S  r e d u c e s  t h i s  
i n c r e m e n t a l  t a x  r a t e  to  0 .2 %  p e r  d o l l a r  i n c r e a s e  in  oil p r i c e  a t  a  t r i g g e r  p r i c e .  
W h i le  w e  c a n  d e b a t e  a ll d a y  lo n g  t h e  c o m p e t i t i v e n e s s  o f  A l a s k a 's  t a x  r a t e  w ith  
o t h e r  c o u n t r i e s '  f i s c a l  s y s t e m s ,  g iv in g  s o m e  r e d u c t io n  in  t h i s  s u r c h a r g e  k e e p s  
t h e  g o v e r n m e n t  t a k e  a t  m o r e  r e a s o n a b l e  l e v e l s .  H o w e v e r ,  a s  I'll o u t l i n e  
b e lo w ,  I w o u ld  c h a n g e  t h e  A C E S  t r i g g e r  p r i c e  b a c k  to  $ 4 0  p e r  b a r r e l  n e t  a n d  
n o t  t h e  p r o p o s e d  $ 3 0  p e r  b a r r e l  n e t  if A l a s k a  w a n t s  t o  b e t t e r  b a l a n c e  r e v e n u e s  
w ith  i n d u s t r y  c a p i t a l  i n v e s t m e n t  a t  lo w  p r i c e s  a s  I’ll m o r e  fu lly  d i s c u s s .
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5 )  D o  e s t a b l i s h  t h e  O il  a n d  G a s  T a x  C r e d i t  F u n d  fo r  t h e  p u r p o s e s  o f  
p u r c h a s i n g  c e r t a i n  t a x  c r e d i t s  f r o m  e x p l o r e r s  a n d  p r o d u c e r s .  T h i s  A C E S  
p r o v i s io n  w o u ld  e s t a b l i s h  a  p r o c e d u r e  a n d  s t a n d a r d  fo r  a p p r o p r i a t i o n  in to  th i s  
f u n d  a n d  m a n a g e m e n t  o f  th i s  f u n d .  H a v in g  a  c l e a r  a n d  t r a n s p a r e n t  w a y  f o r  
s m a l l  e x p l o r e r s  t o  r e c e i v e  t h e i r  c r e d i t s  a t  fu ll v a l u e  is  e x t r e m e l y  im p o r t a n t  f o r  
A V C G  t o  t h e n  b e  a b l e  t o  p lo w  t h o s e  c r e d i t s  b a c k  in to  s e i s m i c  a n d  e x p lo r a t i o n  
o n  t h e  N o r th  S lo p e .

F o u r  T h i n g s  T o  C h a n g e  In  A C E S

1 )  C h a n g e  t h e  r e c o v e r y  o f  t a x  c r e d i t s  f r o m  t w o  y e a r s  a s  p r o p o s e d  in  A C E S  
b a c k  t o  t h e  r e c o v e r y  o f  c r e d i t s  in  o n e  y e a r  c u r r e n t l y  p r o v i d e d  f o r  in  t h e  
P P T  l a w .  In t h e  P P T  la w , a  c o m p a n y  c o u ld  f ile  f o r  t h e  v a r i o u s  c r e d i t s ,  a n d  if 
a p p r o v e d ,  w o u ld  r e c e i v e  t M s e  full c a p i t a l  c r e d i t s  n o t  t o  e x c e e d  c r e d i t s  o f  $ 2 5  
m illio n  p e r  c o m p a n y .  In t t .  l e w  A C E S  la w , w h i le  t h e  c a p  h a s  b e e n  r e m o v e d  
w h ic h  is  v e r y  p o s i t iv e ,  t h e  c r e d i t s  a r e  r e f u n d e d  o v e r  tw o  y e a r s  i n s t e a d  o f  o v e r  
o n e  y e a r ,  e . g . ,  5 0 %  o f  q u a l i f i e d  c r e d i t s  c a n  b e  a p p l i e d  f o r  in  t h e  f i r s t  y e a r  o n c e  
a  w e ll  is  c o m p l e t e d  o r  a b a n d o n e d  a n d  5 0 %  in t h e  fo llo w in g  y e a r .

F o r  a  s m a l l  c o m p a n y  lik e  o u r s ,  t h i s  w ill d e f in i te ly  a f f e c t  o u r  c a p i t a l  s p e n d i n g  in  
a  giv* n w in t e r  a s  w e  p lo w  a ll t h e  c r e d i t  r e f u n d s  b a c k  in to  s e i s m i c  o r  
e x p lo r a t i o n  d r illin g . A s  a  v e r y  r e a l  e x a m p l e ,  A V C G  a n d  o u r  w o r k in g  i n t e r e s t  
o w n e r s  a r e  p r o je c t in g  to  s p e n d  $ 4 1  m ill io n  in  s e i s m i c  a n d  e x p lo r a t i o n  d rillin g  
t h i s  c o m in g  w in t e r  a n d  lik e ly  a r o u n d  t h e  s a m e  in  2 0 0 9 .  W e  c a l c u l a t e  t h a t  w e  
c o u ld  r e c e i v e  $ 1 6  m illio n  c a s h  in  q u a l i f ie d  c r e d i t s  in  m i d - y e a r  2 0 0 8 .  S o  
e s s e n t i a l l y ,  o u r  w o r k in g  i n t e r e s t  o w n e r s  a r e  p la n n in g  to  p r o v id e  c a s h  o u t  o f  
p o c k e t  o f  $ 2 5  m illio n  f o r  t h e  2 0 0 9  d r il l in g  s e a s o n ;  th i s  is  a  f ix e d  n u m b e r  b a s e d  
o n  c a s h  a v a i la b i l i ty  in  t h e s e  s m a l l  c o m p a n i e s  t o  s p e n d  to w a r d  t h e  A la s k a  
p o r tfo l io .  If t h e  S t a t e  r e f u n d s  o n ly  o n e - h a l f  o f  t h i s  c r e d i t  in t h e  f i r s t  y e a r ,  o r  
o n ly  $ 8  m illio n  i n s t e a d  o f  $ 1 6  m illio n , A V C G  a n d  o u r  p a r t n e r s  w ill s till p r o v id e  
$ 2 5  m illio n  o u t  o f  o u r  p o c k e t s  a s  n o w  p l a n n e d  a n d  b u d g e t e d . . . m e a n i n g  o u r  
o v e r a l l  s p e n d i n g  in  2 0 0 9  w ill b e  $ 3 3  m illio n , n o t  $ 4 1  m illio n , i .e .  $ 2 5  m illio n  
f ro m  o u r  a v a i l a b l e  f u n d s  a n d  o n ly  $ 8 M M  f r o m  t h e  S t a t e .  T h is  w o u ld  m e a n  o n e  
l e s s  w e ll  t h a t  w ill b e  d r i l le d  b y  o u r  g r o u p  in  2 0 0 9 .  A n d  o n e  l e s s  c h a n c e  f o r  
a n o t h e r  d i s c o v e r y  t h a t  e v e n t u a l l y  c o u ld  p r o v id e  r e v e n u e s  t o  u s  a ll. W ith  s m a l l  
c o m p a n i e s ,  t h i s  is  j u s t  t h e  w a y  o u r  c a s h  f lo w  s i t u a t io n  w o r k s .  A n d  fo r  s o m e  o f  
o u r  A V C G  i n v e s t o r s  lik e  m e ,  w h e n  I s a y  " o u t  o f  p o c k e t , ” I m e a n  “o u t  o f  
p o c k e t ."

S o ,  w e  h o p e  t h e  full c r e d i t  c a n  b e  a p p l i e d  f o r  a n d  r e f u n d e d  in  a  g iv e n  y e a r  
W e  h o p e  t h i s  h a p p e n s  f o r  a ll o f  in d u s t r y .  A s  a n  in n o v a t iv e  c o m p r o m i s e ,  
h o w e v e r ,  t h e  L e g i s l a tu r e  m a y  c o n s i d e r  a  " S m a l l  C o m p a n y  R e f u n d "  p r o v is io n  
t h a t  a l lo w s  f o r  c o m p a n i e s  t h a t  m e e t  t h e  n o  p r o d u c t io n  o r  lo w  p r o d u c t io n  
m e a s u r e s  in  t h e  “S m a l l  C o m p a n y  T a x  C r e d i t "  p r o v i s io n  o f  t h e  P P T  la w  - t h a t  
r e m a i n s  in  A C E S  - t o  r e c e i v e  t a x  c r e d i t  r e f u n d s  t h a t  a r e  fu lly  r e f u n d e d  in  t h e
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f i r s t  y e a r  f o r  q u a l i f ie d  c o s t s .  O n c e  a  c o m p a n y  g r o w s  in  p r o d u c t io n  b e y o n d  th i s  
" s m a l l  c o m p a n y "  m e a s u r e  w ith  m o r e  s u b s t a n t i a l  c a s h  flo w , p e r h a p s  r e f u n d s  o f  
5 0 %  e a c h  y e a r  w o u ld  a p p l y  a s  o u t l i n e d  in  A C E S .

2 )  C h a n g e  t h e  b a s e  t a x  r a t e  in  A C E S  f r o m  2 5 %  b a c k  t o  t h e  P P T  t a x  r a t e  o f  
2 2 .5 % ,  a n d  r e - r e v i e w  a g a i n  in  2 0 1 1  a f t e r  s o m e  t i m e  h a s  p a s s e d  a s  
a l l o w e d  f o r  i n  c u r r e n t  l a w .  A s  I m e n t i o n e d  in  m y  in t r o d u c t io n ,  I f e l t  t h e  
2 2 .5 %  b a s e  t a x  r a t e  w a s  r e a s o n a b l e .  A n d  t h e  r e a l  t a x  r a t e  is  m u c h  h i g h e r  
w ith  t h e  t a x  p r o g r e s s i v i t y  f a c to r .  B u t  w h a t  is  fa ir , a n d  h o w  e x a c t ly  is  "fa ir"  
d e t e r m i n e d ?

I s a w  a  c o p y  o f  a  p r e s e n t a t i o n  e n t i t l e d  “G u id in g  P r i n c i p l e s  F o r  A  N e w  
P r o d u c t io n  T a x  S y s t e m "  b y  t h e  D e p a r t m e n t  o f  R e v e n u e  u r g in g  t h e  c h a n g e s  in  
A C E S ,  a r g u in g  t h a t  t h e  a v e r a g e  g o v e r n m e n t  t a k e  in  v a r i o u s  i n te r n a t io n a l  
c o u n t r i e s  a v e r a g e d  6 7 %  f o r  a ll t y p e s  o f  f i s c a l  r e g i m e s  in te r n a t io n a l ly ,  
a v e r a g e d  7 4 %  f o r  p r o d u c t io n  s h a r i n g  a g r e e m e n t s ,  b u t  o n ly  5 5 %  f o r  t a x  a n d  
ro y a l ty  r e g i m e s  in te r n a t io n a l ly .  S o m e h o w ,  t h e  D e p a r t m e n t  o f  R e v e n u e  
r e p r e s e n t a t i v e s  c o n c l u d e d  a n  a v e r a g e  o f  6 8 %  a s  p r o v id e d  f o r  in  A C E S  w o u ld  
b e  c l o s e  t o  t h e  a v e r a g e  o f  6 7 %  f o r  a ll t y p e s  o f  r e g i m e s  in te r n a t io n a l ly .

F ir s t ,  t h e  a v e r a g e  r e c o m m e n d e d  to  A l a s k a  is  t h e  a v e r a g e  o f  a ll r e g i m e s ,  i .e . 
t h e  a v e r a g i n g  o f  g o v e r n m e n t  t a k e  f r o m  t a x  a n d  r o y a l ty  r e g i m e s  w ith  t h e  
g o v e r n m e n t  t a k e  f ro m  p r o d u c t io n  s h a r i n g  a g r e e m e n t  ( P S A )  r e g i m e s .  In  s o m e  
c o u n t r i e s  t h a t  I w o r k e d  in t h a t  h a d  p r o d u c t i o n  s h a r i n g  r e g i m e s ,  t h e  r is k  p ro f i le  
f o r  c a p i t a l  d e v e l o p m e n t  w a s  o f t e n  m u c h  d i f f e r e n t  t h a t  in  r e g i m e s  t h a t  u s e  a  t a x  
a n d  ro y a l ty  r e g i m e  s u c h  a s  A la s k a .  In P S A  c o u n t r i e s ,  it w a s  n o t  u n u s u a l  f o r  a  
p r o d u c e r  o n  c a p i t a l  p r o j e c t s  to  h a v e  a  v e r y  lo w  in itia l t a x  b u r d e n  u n til t h e  
c a p i t a l  i n v e s t m e n t  w a s  fu lly  r e c o v e r e d  p l u s  a  n e g o t i a t e d  r a t e - o f - r e t u m  w a s  
a c h i e v e d .  T h e n  a n d  o n ly  t h e n  w a s  t h e  g o v e r n m e n t  t a k e  i n c r e a s e d  
s u b s t a n t i a l l y . . . t h u s  g iv in g  t h e  a v e r a g e  t a k e  f o r  s u c h  c o u n t r i e s  a s  7 4 % . B u t t h e  
r is k  p ro f i le  w a s  o f t e n  m u c h  b e t t e r  t h a n  A la s k a ,  i .e .  t h e r e  w a s  u p  f r o n t  r e c o v e r y  
o f  c a p i t a l  a n d  a  p r e f e r r e d  i n v e s t o r  r a t e - o f - r e tu r n .  T h a t  is  n o t  t h e  r is k  p ro f i le  o f  
A l a s k a  w h e n  a  c o m p a n y  f i r s t  h a s  p r o d u c t i o n . . . t h e  A C E S  h ig h  t a x  r a t e  a n d  t h e  
a d d e d  p r o g r e s s iv i t y  t a x  w ill s t a r t  im m e d i a t e l y  a l o n g  w ith  r o y a l t i e s ,  c o r p o r a t e  
t a x e s ,  p r o p e r ty  t a x  a n d  o t h e r  c h a r g e s  r a t h e r  t h a n  a l lo w in g  f o r  r e c o v e r y  o f  
c a p i t a l  a n d  a  c o n t r a c t u a l  r a te - o f - r e tu r n .

A s  a n o t h e r  d i s t in c t io n ,  m o s t  o f  t h e  in d iv id u a l  p e o p l e  a n d  c o m p a n y  i n v e s t o r s  
s p e c i f ic a l ly  in  A V C G , L L C , d o  n o t  c o n s i d e r  i n t e r n a t i o n a l  r e g i m e s  a s  a r e a s  to  
c o n s i d e r  a s  c o m p e t i t i o n  f o r  o u r  i n v e s t m e n t  d o l l a r s  w ith  A l a s k a .  R a t h e r ,  t h e  
m a in  c o m p e t i t io n  f o r  m o s t  A V C G  O w n e r s ’ c a s h  is  in  o t h e r  s t a t e s  in  t h e  U .S .  I 
f o u n d  it a s t o u n d i n g  a n d  c o n c e r n i n g  t h a t  t h e  a v e r a g e  o f  6 7 %  f o r  a ll 
i n t e r n a t io n a l  r e g i m e s  d id  n o t  c o n s i d e r  w e i g h t - a v e r a g i n g  in  t h e  m a jo r  A m e r i c a n  
p r o d u c in g  s t a t e s .  A s  e x a m p l e s ,  t h e  c u r r e n t  g o v e r n m e n t  t a k e s  in  t h e  G u lf  o f  
M e x ic o  o f f s h o r e  -  o n e  o f  t h e  m a in  c o m p e t i n g  a r e a s  f o r  A l a s k a  i n v e s t m e n t
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d o l l a r s  -  a v e r a g e s  4 5 % .  T h i s  is  u n d e r  c o n s i d e r a t i o n  b y  t h e  U .S .  g o v e r n m e n t  
f o r  i n c r e a s e ,  b u t  it is  h ig h ly  d o u b t f u l  w ith  t h e  b o o m  g o in g  o n  in  d e e p  w a t e r  
e x p lo r a t i o n  a n d  d e v e l o p m e n t  t h a t  t h e  U .S .  g o v e r n m e n t  w o u ld  i n c r e a s e  t h e  
g o v e r n m e n t  t a k e  f r o m  4 5 %  to  6 8 % .

In o t h e r  p r o d u c i n g  s t a t e s  t h a t  c o m p e t e  f o r  i n v e s t m e n t  b y  o u r  A V C G  in v e s to r s ,  
t h e  s t a t e  a n d  f e d e r a l  c o m b i n e d  g o v e r n m e n t  t a k e s  in  2 0 0 6  w e r e  a s  fo l lo w s  a n d  
a v e r a g e d  4 5 - 5 7 % :

U .S .  G u lf  o f  M e x ic o  4 5 %  
C o l o r a d o  5 1 %
W y o m in g  5 2 %
K a n s a s  5 3 %
T e x a s  5 3 %
N e w  M e x ic o  5 3 %
O k l a h o m a  5 3 %
C a l i f o r n ia  5 3 %
L o u i s i a n a  5 7 %

T o  m y  k n o w l e d g e ,  t h e s e  s t a t e s  d o  n o t  h a v e  t h e  a d d e d  p r o g r e s s iv i t y  s u r c h a r g e  
t a x  w h ic h  f u r t h e r  s e p a r a t e s  A l a s k a  in  g o v e r n m e n t  t a k e  f r o m  t h e s e  c o m p e t in g  
s t a t e s .  I w o u ld  a r g u e  t h a t  A l a s k a  s h o u l d  h a v e  a  g o v e r n m e n t  t a k e  o f  5 5 %  if w e  
w e r e  to  m a in t a in  lo n g - te r m  c o m p e t i t i v e n e s s  w ith  t h e s e  o t h e r  s t a t e s  fo r  
i n v e s t m e n t  d o l l a r s .  H a v in g  s a i d  t h a t ,  s o m e  o f  t h e s e  s t a t e s  d o  n o t  h a v e  t h e  
p r o s p e c t iv i t y  o f  A la s k a ,  s o  A l a s k a  c o u ld  c o m m a n d  s o m e  p r e m iu m  in t a k e ,  b u t  
c e r t a in ly  n o t  a s  h ig h  a s  b e in g  p r o p o s e d  in  A C E S .

If A l a s k a  s e t  a  g o v e r n m e n t  t a k e  a t  6 0 %  to  t h e  g o v e r n m e n t  a n d  4 0 %  t o  t h e  
in v e s to r ,  t h e  A C E S  le g i s l a t io n  s h o u l d  b e  a m e n d e d  to  a l lo w  f o r  a  b a s e  t a x  r a t e  
o f  2 2 .5 %  n o t  2 5 % ,  s h o u l d  b e  a m e n d e d  to  a l lo w  f o r  a  t r i g g e r  p r i c e  o f  $ 4 0  p e r  
b a r r e l  a n d  n o t  $ 3 0  p e r  b a r r e l ,  a n d  t h e  i n c r e m e n t a l  p r o g r e s s i v i t y  t a x  r a t e  
i n c r e a s e  s h o u l d  b e  0 .2 %  p e r  d o l la r .

3 )  C h a n g e  t h e  t r i g g e r  p r i c e  t o  $ 4 0  p e r  b a r r e l  n e t  a n d  n o t  $ 3 0  p e r  b a r r e l .  If
t h e  g o v e r n m e n t  t a k e  is  t o  b e  t h e  f a i r  a n d  e q u i t a b l e  6 0 %  a n d  n o t  t h e  u n f a i r  
6 8 % ,  t h e  t r i g g e r  p r i c e  s h o u l d  s t a y  t h e  s a m e  a s  in  t h e  P P T  la w , i .e . $ 4 0  p e r  
b a r r e l  n e t .  If A l a s k a  is  t o  s h a r e  in  h ig h  p r i c e s  w ith  t h e  p r o g r e s s i v i t y  s u r c h a r g e  
ta x ,  t h e n  A l a s k a  s h o u l d  s h a r e  in  t h e  p a in  o f  lo w  p r i c e s .  T o  a m e n d  t h e  t r i g g e r  
p r i c e  lo w e r  w h e n  a n d  if p r i c e s  c o l l a p s e  w ill b e  a  f a l s e  e c o n o m y  m e a s u r e  f o r  
t h e  S t a t e  o f  A l a s k a .  W h e n  p r i c e s  fa ll a n d  a  c o m p a n y ’s  c a s h  f lo w  is  s h a r p l y  
r e d u c e d ,  c a p i t a l  s p e n d i n g  w ill fa ll. A  “d o u b l e  w h a m m y ” t o  b e  t a x e d  m o r e  w ith  
a  p r o g r e s s i v i t y  t a x  a t  lo w e r  p r i c e s  f u r t h e r  r e d u c e s  t h e  a m o u n t  o f  c a p i t a l  f o r  r e ­
in v e s t m e n t .
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4 )  C o n s i d e r  s o m e  t y p e  o f  “ T r a n s i t i o n a l  I n v e s t m e n t  E x p e n d i t u r e  (T IE )”  t a x  
c r e d i t .  T h i s  p r o v is io n  a l lo w e d  f o r  in  P P T  w a s  r e p e a l e d  in  A C E S .  W h i le  t h i s  
p r o v i s io n  d o e s  n o t  g r e a t l y  b e n e f i t  o u r  c o m p a n y ,  A V C G , b e c a u s e  w e  d id  n o t  
h a v e  l a r g e  s e i s m i c  o r  e x p lo r a t i o n  d r il l in g  c o s t s  b e t w e e n  M a r c h  3 1 ,  2 0 0 1 ,  a n d  
A p ril 1 , 2 0 0 6 ,  it is  im p o r t a n t  t o  o t h e r  m a j o r  i n v e s t o r s  in  A la s k a .

A s  a n  e x a m p l e ,  t h e  l a r g e s t  e x p l o r e r  a n d  d e v e l o p e r  in  A la s k a ,  C o n o c o P h i l l ip s ,  
n o w  w ith  t h e  A R C O  h e r i t a g e  a s s e t s  w a s  h a r d e s t  h it  in  t a x  e x p o s u r e  w ith  t h e  
c h a n g e  f ro m  t h e  o ld  s e v e r a n c e  t a x  la w  t o  t h e  P P T  a n d  n o w  to  A C E S .  I s im p ly  
th in k  a l lo w in g  a  g o o d  s t e w a r d  w h o  is  t h e  l a r g e s t  e x p l o r e r  in  A l a s k a  s o m e  
t r a n s i t i o n  a l l o w a n c e  to  e a s e  t h e  p a in  o f  g r e a t ly  i n c r e a s e d  t a x e s  is  t h e  r ig h t  
th in g  to  d o  a n d  c a n  o n ly  b u ild  b e t t e r ,  m o r e  t r u s t i n g  r e l a t i o n s h i p s .

A g a in ,  t h i s  p r o v is io n  d o e s  n o t  g r e a t l y  b e n e f i t  o u r  c o m p a n y ,  h o w e v e r .

C o n c l u d i n g  R e m a r k s

T h is  c o n c l u d e s  m y  r e m a r k s .  I t r i e d  t o  s h a r e  t h e  p e r s p e c t i v e  o f  a n  i n d e p e n d e n t  
e x p l o r a t i o n  c o m p a n y  t h a t  o n ly  i n v e s t s  in  A l a s k a .  M y  u l t im a te  w is h  w o u ld  b e  f o r  t h e  
S t a t e  t o  l e a v e  P P T  a l o n e  a n d  r e - r e v i e w  it u n d e r  t h e  la w  a s  p l a n n e d  in  2 0 1 1  o r  
p e r h a p s  e v e n  in 2 0 1 0 .  B u t  if t h e  A C E S  t r a in  h a s  le f t  t h e  s t a t i o n  a n d  c a n n o t  b e  
s t o p p e d ,  I u r g e  y o u  to  a t  l e a s t  c o n s i d e r  t h e  f iv e  t h i n g s  o u r  c o m p a n y  w o u ld  n o t  
c h a n g e  in  t h i s  bill a n d  t h e  f o u r  t h i n g s  w e  w o u ld  c h a n g e .

T h e  a b o v e  c o m m e n t s  a r e  o f f e r e d  w ith  a  h o p e  t h a t  t h e r e  c a n  b e  a n  e v e n t u a l  w in -w in  
s o lu t io n  to  t h i s  c o m p le x  s u b j e c t  o f  t h e  S t a t e  r e a l iz in g  m o r e  r e v e n u e s  a t  h i g h e r  p r i c e s  
w h i le  a t t r a c t i n g  e x p lo r a t i o n  a n d  d e v e l o p m e n t  i n v e s t o r s  w h o  c a n  a l s o  r e a l i z e  u p s i d e  a t  
h i g h e r  p r i c e s  f o r  t h e  s u b s t a n t i a l  r is k  t h e y  h a v e  t a k e n  in  t h e  r e m o t e  a n d  h a r s h  
e n v i r o n m e n t  o f  t h e  N o r th  S lo p e .  In  t h e  e n d ,  I h o p e  b o th  s i d e s  g e t  a  f a i r  a n d  e q u i t a b l e  
s h a r e  a t  a ll p r i c e  l e v e ls .

A n d  m y  c o m m e n t s  a r e  o f f e r e d  w ith  t h e  h i g h e s t  s in c e r i t y  t h a t  t h e  S t a t e  a n d  I n d u s t r y  
c a n  s o m e d a y  r e s t o r e  a  m u tu a l  t r u s t  a t  a ll  l e v e ls .

I s i n c e r e l y  t h a n k  y o u  f o r  t h e  o p p o r tu n i ty  t o  p r e s e n t  m y  c o m m e n t s ,  a n d  I w o u ld  b e  
h a p p y  to  t a k e  a n y  q u e s t i o n s .

R e s p e c t f u l l y  s u b m i t t e d ,

K e n  T h o m p s o n
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S e n a t o r  B i l l  W i e l e c h o w s k i

April 2, 2007

Senator Charlie Huggins, Chair 
Senate Resources Committee 
Room 119, Slate Capitol 
Juneau, Alaska 99801

1 am writing to request a hearing on CS for SJR 4 (L&C), “A resolution urging the attorney general, 
the producers of natural gas in the Cook Inlet region, and the Regulatory Commission of Alaska to 
work to secure long-term and affordable supplies of natural gas for the people and businesses of the 
state.”

As you know, the cost of home heating in Southcentral Alaska has nearly doubled in the five years as 
known reserves of natural gas from Cook Inlet have declined. I have heard from many constituents 
about the burden these increases have imposed on them. More than half of all Alaskans rely on Cook 
Inlet gas to heat their homes and businesses.

Recently ConcocoPhillips Alaska Natural Gas Corporation and Marathon Oil Company applied for a 
two-year extension of their license to export gas from their Kenai Liquefied Natural Gas Plant to 
Japan. Currently this plant exports about 39% of the Cook Inlet gas used annually to Japan to supply 
the Tokyo Electric Power Company.

CS for SJR 4 (L&C) respectfully requests the Attorney General, in coordination with the Department 
of Natural Resources, to investigate whether this license extension is in the best interests of local 
consumers and the state. It also urges natural gas producers in Cook Inlet to work closely with local 
utilities to ensure an adequate and affordable long-term supply of gas to local users. It further calls 
upon the Regulatory Commission of Alaska to expedite review of any contract that will provide 
affordable gas to Alaskans.

Thank you for your consideration of this request.
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O F F E R E D  IN T H E  S E N A T E

1 P a g e  2 ,  l i n e  1 4 ,  f o l l o w i n g  “e c o n o m y , "  d e l e t e

2  “e m p l o y s  a p p r o x i m a t e l y  5 8  r e s i d e n t s , "

3  I n s e r t

4  “d i r e c t l y  a n d  i n d i r e c t l y  e m p l o y s  m a n y  A l a s k a n s , "

B Y  S E N A T O R  W A G O N E R
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CS FOR SENATE JOINT RESOLUTION NO. 4(RES)

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FIFTH LEGISLATURE - FIRST SESSION

BY THE SENATE RESOURCES COM M ITTEE

Offered:
Referred:

Sponsor(s): SENATORS W IELECHOW SKI, Ellis, Davis

A RESOLUTION

Urging the United States Department of Energy to consider the needs of the people of 

the state for natural gas and the status of natural gas reserves in Cook Inlet when 

considering a possible extension of the Kenai Liquefied Natural Gas Plant's export 

license; and urging the producers of natural gas in the Cook Inlet region and the 

Regulatory Commission of Alaska to work to secure long-term and affordable supplies 

of natural gas for the people and businesses of the state.

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

WHEREAS approximately 340,000 people in the state, more than half of the state's 
population, rely on natural gas from Cook Inlet to heat their homes; and

WHEREAS approximately 473,000 people in the state, nearly 71 percent of the state's 
population, rely on natural gas from Cook Inlet to generate electricity for their homes and 
businesses; and

WHEREAS these people live in communities from Fairbanks to the Kenai Peninsula, 
including Anchorage and the Matanuska-Susitna Borough; and
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WHEREAS natural gas produced from Cook Inlet is the sole source of natural gas 

used by the two largest regulated utilities in the state to provide space heating and electrical 

generation for the majority of the people in the state; and

WHEREAS the utilities that use natural gas produced from Cook Inlet currently are 

not able to acquire natural gas from another state, Canada, or a foreign source of liquefied 
natural gas; and

WHEREAS ConocoPhillips and Marathon Oil Corporation have jointly filed for a 

two-year extension of the Kenai Liquefied Natural Gas Plant's export license with the United 
States Department of Energy; and

WHEREAS the Kenai Liquefied Natural Gas Plant currently exports about 1,300,000 

metric tons of liquefied natural gas annually to buyers in Tokyo, representing approximately 

36 percent of the natural gas produced in the Cook Inlet region; and

WHEREAS the Kenai Liquefied Natural Gas Plant plays an important role in the 

ocal and state economy, directly and indirectly employs many Alaskans, and generates 
evenue for the state and the Kenai Peninsula Borough; and

WHEREAS the supply of natural gas in Cook Inlet relative to the demand has 

leclined significantly in recent years, and production is forecasted to decline precipitously 
iver the next decade; and

WHEREAS the decline in supply relative to demand has resulted in skyrocketing 

rices for local consumers, increasing home heating costs by 97 percent in the last five years 

nd causing hardship tor many low-income and middle-income families; and
WHEREAS, although the renewal of the license to export liquefied natural gas offers 

tany benefits to the state, the state must have as a priority the availability of affordable 

atural gas to meet the needs of its people;

BE IT RESOLVED that the Alaska State Legislature respectfully requests the United 

tates Department of Energy, when reviewing the request for the extension of the Kenai 

iquefied Natural Gas Plant's export license, to consider whether the needs of the people of 

e state for natural gas for home heating and electrical generation during the period of the 

)ssible extension will be fully satisfied through binding contracts between regulated utilities 
id those persons who produce natural gas in Cook Inlet; and be it

FURTHER RESOLVED that the Alaska State Legislature respectfully requests the

>SJR 4(RES) -2 -
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United States Department of Energy to consider the status of the natural gas reserves in Cook 

Inlet, the speed at which the reserves are being depleted, and the level of exploration to 
discover new reserves in Cook Inlet; and be it

FURTHER RESOLVED that the Alaska State Legislature urges natural gas 

producers in the Cook Inlet region to work expeditiously with local utilities to ensure an 

adequate and affordable long-term supply of natural gas for Alaskans; and be it

FURTHER RESOLVED that the Alaska State Legislature urges the Regulatory 
Commission of Alaska to expedite review of any utility contract that will provide long-term 
and affordable supplies of natural gas for the people of the state.

COPIES of this resolution shall be sent to the Honorable Samuel W. Bodman, United 

States Secretary of Energy; the Honorable Talis J. Colberg, Alaska Attorney General; the 

Honorable Tom Irwin, Commissioner, Department of Natural Resources; the Honorable Emil 

Notti, Commissioner of the Department of Commerce, Community, and Economic 

Development; the Honorable Kate Giard. Chair of the Regulatory Commission of Alaska; Jim 

Bowles, President, ConocoPhillips Alaska, Inc.; John Barnes, Alaska Asset Team Manager, 
Vlarathon Oil Company; John Zager, General Manager, Chevron.

3 C S S J R  4(RES)
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S e n a t o r  B il l  W ie l e c h o w s k i

SPONSOR STATEMENT 
SJR 4

“A resolution urging the attorney general, the producers of natural gas in the Cook Inlet region, and the 
Regulatory Commission of Alaska to work to secure long-term and affordable supplies of natural gas

for the people and businesses of the state.”

This winter has been particularly difficult for many Alaskans who are struggling to pay heating bills 
that have more than doubled in the past five years. The average cost to heat a home in Southcentral 
Alaska using natural gas jumped from $660 in 1996 to $1,188 in 2006. Prices rose an additional 30% 
on January 1.

Enstar Natural Gas Company says the culprit is dwindling gas supplies in Cook Inlet. “We are moving 
from a market with excess deliverability to an environment where deliverability does not meet 
demand,” the company recently said.

The increases are exacting a heavy toll on many Alaskans, particularly those with low and fixed 
incomes. Many don’t understand how prices of gas from nearby Cook Inlet could rise so sharply year 
after year. They are also asking why more than a third of the gas produced in the Inlet each year is 
being exported to Tokyo. ConcocoPhillips and Marathon Oil Company recently applied for a two-year 
extension of their license to export Liquefied Natural Gas (LNG) to Japan.

Senate Joint Resolution 4 urges Alaska’s Attorney General to evaluate the needs of local consumers 
before an extension of the Kenai Liquefied Natural Gas export license is approved. The U.S. 
Department of Energy is currently soliciting comments on the renewal request. Federal law requires 
that export of gas must be in the public interest.

The resolution also calls on the producers of natural gas in Cook Inlet to work with local utilities to 
provide more affordable gas for Alaskans. In addition, it urges the Regulatory Commission of Alaska 
to expedite review of any contract that will provide long-term affordable gas for Alaskans.

I urge you to join me in supporting SJR 4.

mailto:Sesaaiir_BilLWielechowski@legis.statc.ak.us
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CS FOR SENATE JOINT RESOLUTION NO. 4( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-FIFTH LEGISLATURE - FIRST SESSION

BY

Offered:
Referred:

Sponsor/s): SENATORS W 1ELECHOW SKI, Ellis, Davis

A RESOLUTION

1 II Urging the United States Department of Energy to consider the needs of the people of

2 II the state for natural gas and the status of natural gas reserves in Cook Inlet when

3 || considering a possible extension of the Kenai Liquefied Natural Gas Plant's export

4 license; and urging the producers of natural gas in the Cook Inlet region and the

5 || Regulatory Commission of Alaska to work to secure long-term and affordable supplies

6 || of natural gas for the people and businesses of the state.

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

8 II WHEREAS approximately 340,000 people in the state, more than half of the state's

9 II population, rely on natural gas from Cook Inlet to heat their homes; and

10 || WHEREAS approximately 473,000 people in the state, nearly 71 percent of the state's

11 || population, rely on natural gas from Cook Inlet to generate electricity for their homes and

12 || businesses; and
WHEREAS these people live in communities from Fairbanks to the Kenai Peninsula, 

14 || including Anchorage and the Matanuska-Susitna Borough; and
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