Alaska Oil and Gas Association

121 W. Fireweed Lane, Suite 207
m Anchorage, Alaska 99503-2035

Phone: (907) 272-1481 Fax: (907) 279-8114

Kara Moriarty, President/CEO

November 6, 2019

Mr. John Larsen, Audit Master

Tax Division, Alaska Department of Revenue
550 West 7th Avenue, Suite 500

Anchorage, AK 99501

Re: Proposed Changes to Regulations (October 4, 2019 Public Notice)
Dear Mr. Larsen:

The Alaska Oil and Gas Association (“AOGA”) appreciates the opportunity to provide
comments in response to the Department of Revenue’s (“DOR”) proposed changes
to certain regulations in Title 15. For nearly half a century, AOGA has been the trade
association of the petroleum industry in Alaska, and our members actively continue to
explore for, develop, produce, transport and refine oil and gas in the state. In keeping
with our practice regarding tax matters, all our members have had the opportunity to
review and contribute to these comments, and they have been approved without
dissent.

Our comments concern the regulations that DOR has proposed to change pursuant
to the public notice dated October 4, 2019. Based on the public notice, DOR is
proposing to revise the calculation of the cost of capital allowance by removing
calculations over multiple time periods, which would reduce the scope of input data
and simplify the calculation.

We appreciate DOR’s efforts to simplify this calculation and reduce the data inputs for
it. These proposed changes should substantially reduce the administrative burden on
taxpayers and DOR, and — importantly — appear to be revenue neutral.

As previously stated, would also appreciate DOR’s attention to a number of items that
AOGA has previously discussed with DOR that we believe would further clarify and
streamline the implementation and management of the AS 43.55 production tax.
These areas for improvement include:

e Providing regulatory guidance regarding the exclusion from lease expenditures
for unscheduled interruptions in production under AS 43.55.165(e)(19), including
materiality thresholds



e Clarifying the application of AS 43.55.170 to major asset sales
e Aligning the application of 15 AAC 55.260 with modern industry practices in
regard to labor charges
e Recognizing that the “applicable tariff’ for the calculation of prevailing value under
15 AAC 55.171(g) for North Slope oil sales is the FERC tariff
e Shortening the six year Statute of Limitations (“SOL”) to improve compliance and
reduce audit burdens
e Clarifying the prevailing value under 15 AAC 55.171(g) so taxpayers can file
accurate and complete tax returns
e Revisiting Advisory Bulletin 2017-01 regarding the North Slope minimum tax
e Addressing audit inefficiencies through a variety of means, including:
o Making good use of joint interest billings in the audit process to increase
audit efficiency
o Implementing policies to refine issue targeting within audits, including
issue selection based materiality, sampling, and reducing audit effort on
low risk issues
o Recognizing that many upstream and downstream costs are stable and do
not require a detailed review of every account and invoice for every audit
o Not re-creating a taxpayer's workbooks and calculations from scratch
when a review and verification of them is adequate
o Establishing audit policies that are consistent from one audit cycle to the
next—regardless of the auditor
o Incorporating appeal decisions into audits such that issues need not be
repeatedly contested
o Providing clear, concise audit work papers

We appreciate the opportunity to comment and recognize the value in DOR’s efforts
to improve regulations and audit processes.

Please contact me if DOR has any questions or would like to meet to discuss these
comments.

Very truly yours,

ALASKA OIL AND GAS ASSOCIATION

&Q/\,«/(VWWNJK
Kara Moriarty

President/CEQO

CC: Colleen Glover, Tax Division Director, Alaska Department of Revenue



Larsen, John M (DOR)

From: George Trudeau <george_4997 @hotmail.com>

Sent: Friday, October 4, 2019 8:30 PM

To: Larsen, John M (DOR)

Subject: Re: [DOR Tax Division Interested Parties List] Public Notice: Proposed Regulations -

Cost of Capital (ROI) - Marine Vessels and LNG Transportation Facilities

Hey, brother, could you put this in a simple message, a little old guy like me could understand? There was all
these links there, and if | had followed one of them, | could have perhaps connected forever, reading tract
after tract. Just take care of business, brother, and help make this ship-of-state sail along smoothly, If you can
see what | am talking about here, at, this moment of time; this is not a diatribe, this is a compliment | sure like
what my taxes pay for, that snow-plow that shows up at three am, in the morning, | hope some of my tax
bucks wind up in his pocket. You do a valued service, so take heart, some of us out here Love You.....

From: Larsen, John M (DOR) <john.larsen@alaska.gov>

Sent: Friday, October 4, 2019 4:29 PM

To: dor-tax-division-regs <dor-tax-division-regs@list.state.ak.us>

Subject: [DOR Tax Division Interested Parties List] Public Notice: Proposed Regulations - Cost of Capital (ROI) - Marine
Vessels and LNG Transportation Facilities

Attached, please find the department’s public notice and proposed regulation changes regarding the cost of capital (ROI)
for marine vessels and LNG transportation facilities. The files included are:

- 2019.10.04 Public Notice — Cost of Capital (ROI) Regulations Change

- Proposed Changes — Cost of Capital (ROl) Marine Vessels and LNG Transportation Facilities — 040ct2019
- Additional Notice Information — Cost of Capital (ROIl) — 040ct2019

- Draft 2019 Cost of Capital (ROI) Model Instructions 040ct2019

- Draft 2019 Cost of Capital (ROI) Model 040ct2019

Respectfully,

John Larsen

Audit Master

Department of Revenue, Tax Division
550 W. 7th Ave., Ste. 500
Anchorage, AK 99501

Tel (907) 269-8436
fax (907) 269-6644

john.larsen@alaska.gov

Any guidance provided by this email is not a binding legal opinion, binding ruling or binding interpretation that may be relied
upon, but merely guidance concerning existing statutes and regulations. The statutes and regulations control. There may be
other facts and circumstances or undisclosed facts and information that would have changed any guidance that may be
provided if we were aware of it.

SECURITY NOTICE: The state cannot guarantee the security of emails sent to or from a state employee outside the state email
system. If you do not want to communicate with the Department of Revenue Tax Division via email, please contact the Tax Division
in Juneau at (907) 465-2320 or in Anchorage at (907) 269-6620.

CONFIDENTIALITY NOTICE: This email message including any attachments is for the sole use of the intended recipient(s) and
may contain confidential and privileged information. Any unauthorized review, use, or disclosure is prohibited.
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Ken Alper — 10/11/2019

Hi. I assume you can’t talk about the proposed ROI regs but it looks like this is just the
completion of the project from last year. No surprises?”
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