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March 14, 2013
Sean Parnell
Governor of the State of Alaska
POBox 110001
Juneau, AK 99811

Dear Governor Parnell,

Since implementation of the ACES capital expenditure credits, activity on the North Slope has
increased dramatically. We have more companies working on the slope than ever before. Brooks Range,
one of these new players, says “They [cap-ex credits] helped supplement fixed capital from investors
allowing, for example, three wells to be drilled in a season, instead ofjust two,” adding, “The state will
recoup that investment in the very first months of Mustang production, in the form of production taxes,
royalties and other income.” The company believes that, “Over the life of the 44—million-barrel field, the
state will receive more than $ 1 billion.”

As lawmakers debate oil taxes, we need access to as much information as possible to make
decisions in the public’s interest. We lack any substantial information on the use and impact of capital
expenditure credits. In arguing for discontinuing the credit system, both you and Deputy Commissioner
Balash have provided specific examples of a runway and a dining hail as credits which you believe are
unrelated to production.

We are concerned with the “cherry picking” of capital expenditure tax credits to support your
arguments for discontinuing them. Since you and your administration have released information on two
specific capital expenditure credits, we call on you to release similar information on all capital
expenditure credits. Lawmakers who are examining your proposal need access to the same information
you have. As protectors of Alaskans’ oil wealth, it would be negligent to make changes to ACES without
a full understanding of our credit system.

We ask for your expedited response. The Legislature should not be forced to rely on anecdotal
statements while considering significant changes to Alaska’s oil taxes.

Additionally, despite repeated requests, we are not aware of a single year’s audit of the oil
industry tax returns under ACES having been completed. We would like detailed information about the
reasons for the continuing delay and an expected date of completion.

Sincerely,

Senator Berta Gardner Sel/ator Jfinny Ellis
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Senator Bill Wieiechowski Senator Hollis French


