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ConocoPhi | l'i ps Al aska, Inc.

Anchor age, Al aska

POSI TI ON  STATEMENT: Testified in support of HB 498 and
responded to questions.

JEFFREY A. SPENCER, Supervi sor

Greater Kuparuk Area (GKA) Heavy QO | Devel opnent

ConocoPhi |l I'i ps Al aska, Inc.

Anchor age, Al aska

PCSI TI ON  STATEMENT: During discussion of HB 498, indicated
support, provided comments, and responded to questions.

FRANK PASKVAN, Subsurface Team Lead
West ern Prudhoe Bay

n BPII
(No address provi ded)
POSI TI ON  STATEMENT: Provided coments and responded to

guestions during discussion of HB 498.

SAM W FRENCH, PE, Project Lead

Li sburne field

"BP Expl oration"

(No address provi ded)

POSI TI ON  STATEMENT: Provided coments and responded to
guestions during discussion of HB 498.

SCOTT DI GERT, Subsurface Manager

n BPII

Anchor age, Al aska

POSI TI ON STATEMENT: Testified in support of HB 498.

ROBERT B. HUNTER, Project Manager

Arctic Sl ope Regional Corporation (ASRC) Energy Services

Anchor age, Al aska

PCSI TI ON  STATEMENT: Provided coments and responded to a
guestion during discussion of HB 498.

ROBYNN W LSON, Director

Tax Divi sion

Depart nent of Revenue (DOR)

Anchor age, Al aska

POSI TI ON  STATEMENT: During discussion of HB 498, expressed
concerns and responded to questi ons.

Bl LL VAN DYKE, Acting Director

Central Ofice
Division of Gl & Gas
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Depart ment of Natural Resources (DNR)

Anchor age, Al aska

POSI TI ON  STATEMENT: During discussion of HB 498, expressed
concerns and responded to questi ons.

ACTI ON NARRATI VE

CHAIR VIC KOHRING called the House Special Commttee on GOl and
Gas neeting to order at 8:05:25 AM Represent ati ves Kohring,
Rokeberg, Sanuels, and Dahlstrom were present at the call to
or der. Representatives MQure and Cuttenberg arrived as the
neeting was in progress. Representative Ranras was also in
att endance.

HB 498 - TAX CREDI TS NONCONVENTI ONAL O L/ GAS

[ 1 ncludes brief nmention of HB 488 and SB 305. ]
8:05: 33 AM

CHAI R KOHRI NG announced that the only order of business would be
HOUSE BILL NO 498, "An Act authorizing tax credits against the
production tax on oil and gas for qualified expenditures for
chal l enged or nonconventional oil or gas and for qualified
expenditures for nonconventional or renewable energy resources;
giving the Act contingent effect; and providing for an effective
date."

REPRESENTATI VE ROKEBERG, speaking as chair of the House Rules
Standing Conmttee, which sponsored HB 498, relayed that
although the bill is designed to nesh wth HB 488 via the
inclusion of a conditional effect provision, it has been crafted
as a free-standing bill. He indicated that [the tax credits
provided for in Sections 1 and 2 of the bill can no |onger be
clainmed] after March 31, 2016; the reason for this is that newer
technologies mght render the additional credits wunjustified.
House Bill 498 provides for a 15 percent tax «credit for
production of challenged or nonconventional oil and gas, and a
25 percent tax credit for investnent in alternative energy
projects; both of these tax credits would be applied against
pet rol eum producti on taxes.

REPRESENTATI VE ROKEBERG expl ai ned that proposed AS 43.55.026(f)
defines the qualified expenditures to which the aforenmentioned
15 percent tax credit may be applied and is neant to be
consistent with HB 488; proposed AS 43.55.026(g) outlines what
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constitutes challenged or nonconventional oil and gas as
foll ows:

(g) I'n this section,
(1) "challenged oil or gas" neans

(A) oil that is produced from a reservoir
| ocated, in whole or in part, north of 68 degrees, 15
mnutes North latitude in this state, wthout regard
to its APl gravity or depth, if the oil is produced
from

(i) the Ugnu Formation or Wst Sak -
Schrader Bluff Formation; or

(i) a formation t hat is
stratigraphically equivalent to a formation described
in (i) of this subparagraph;

(B) oil that is produced from a reservoir
for which, as of January 1, 2006, one of the follow ng
participating areas had been forned: the Oion or
Polaris participating area in the Prudhoe Bay Unit,
the West Sak participating area in the Kuparuk River
Unit, or the Schrader Bluff participating area in the
M| ne Point Unit;

(© oil that has an APl gravity of 25 or
| ess produced from a reservoir or field located, in
whole or in part, north of 68 degrees, 15 m nutes
North latitude in this state and at a true vertica
depth as neasured from sea |evel of 5,500 feet or
| ess;

(D) oil that has an APl gravity of 18 or
|l ess, regardless of depth or |Ilocation within this
st at e;

(E) oil produced from a reservoir whose
reservoir rock is primarily made up of carbonat es;

(F) oil produced through the application of
one or nore enhanced oil recovery techniques,
i ncl udi ng

(i) steaminjection;

(1i) mcroenul sion flooding;

(ti1) in situ conbustion;

(iv) pol yner-augnented water-fl ooding;

(v) al kaline or caustic flooding;

(vi) i mm sci bl e nonhydr ocar bon gas
di spl acenent ;

(vii) mcrobial

(viti) lowsalinity water flooding; or

(i1 x) any other nethod not described in
(i) - (viii) of this subparagraph that is certified by
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the departnent to be a qualified enhanced oil recovery
technique or that is certified by the Alaska G| and
Gas Conservation Conm ssion for purposes of this
secti on;

(G oi | requiring ultra-extended reach
drilling where the total step-out of the well is
greater than 25,000 feet laterally away from the
surface hol e | ocation;

(H) oil production not described in (A -
(F) of this paragraph that is inherently difficult and
expensive to produce and is certified by the
departnment to be chall enged oil; and

(1) gas produced from or in association with
oil that is produced as described in (A - (H of this
par agr aph;

(2) "nonconventional gas" means

(A) gas produced or recovered from or in
associ ation with nonconventional oil;

(B) gas produced or recovered from or in
association with hydrates forned from hydrocarbons,
i ncluding free gas trapped beneath gas hydrat es;

(C© ogas manufactured from the gasification
of coal

(D) tight gas produced from reservoirs wth
average perneabilities less than 0.1 mllidarcies; and

(E) gas not described in (A - (D) of this
paragraph that is inherently difficult and expensive
to produce and is certified by the departnent to be
nonconventi onal gas;

(3) "nonconventional oil" means:
(A oil produced or recovered from or
associated with tar sands;
(B) oil produced or recovered from or

associated with oil shale; and

(© oil production not described in (A or
(B) of this paragraph that is inherently difficult and
expensive to produce and is certified by the
departnment to be nonconventional oil.

REPRESENTATI VE ROKEBERG concluded by offering his belief
t he enhanced oil recovery (EOR) techniques outlined in proposed
AS 43.55.026(g)(1)(F) are all new, cutting edge technol ogies,

and

relaying that the remaining bill sections provide

transition regar di ng regul ati ons and retroactivity
regul ations, and for the aforenentioned conditional effect.

8:13: 24 AM
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REPRESENTATI VE ROKEBERG, in response to a question, indicated
t hat | anguage in proposed AS 43.55.026(f) m ght present sonmewhat
of a problem

REPRESENTATI VE SAMUELS opined that the higher costs for heavy
oil should be incorporated without extra credit because [those]
costs are going to be recovered before taxes are paid.

REPRESENTATI VE RCOKEBERG offered his understanding that the tax
credits have a valuation of approximately 300 basis points,
under the 15 percent tax credit, against the tax rate itself on
aratio of 5:1 at $60 per barrel. He nentioned that he's had an
amendnent drafted that would include carbon dioxide injection as
one of the |listed ECR technol ogi es because it's in use now, and
that "sonme of these costs are going to be assuned and credited
anyway."  Another portion of the aforenentioned anendnent would
account for all the oil that is lifted; the aforenentioned
amendnment was | abeled 24-LS1817\F.1, Chenoweth, 4/10/06, and
read:

Page 4, line 12, follow ng "flooding;"
| nsert
"(ix) carbon dioxide (C3) injection;”

Renunber the followi ng sub-subparagraph accordingly.

Page 4, line 13:

Delete "(i) - (viii)"

Insert "(i) - (ix)"
Page 4, line 22, following "oil;"

| nsert

"(1) all oil recovered from a separate and

distinct zone or geological horizon that is produced
as described in (A - (H of this paragraph, but only
if the average APl gravity of the oil produced from
that zone or geological horizon does not exceed the
APl gravity |limts set in (C and (D) of this
par agr aph, as appropriate;"

Rel etter the foll ow ng subparagraph accordingly.
Page 4, line 24:

Delete "(A - (H™"
Insert "(A) - (I)"
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CHAI R KOHRI NG asked whether there is any overlap or redundancy
bet ween HB 498 and HB 488.

REPRESENTATI VE ROKEBERG reiterated that currently HB 498 is

designed to dovetail wth HB 488. However, the legislature
could either pass HB 498 as a stand-alone bill - by renoving the
conditional effect clause - redesign the tax credit slightly, or
use it as an anendnent to [HB 488]. He indicated that one of

the distinctions between HB 498 and HB 488 is that HB 498 limts
the transfer of credits to only affiliates.

CHAIR KOHRING characterized HB 498 as another way for the
industry to help offset taxes.

8:20:14 AM

BRIAN R WVENZEL, Vice President, Finance and Adm nistration,
ConocoPhillips Alaska, Inc. ("ConocoPhillips"), testified in
support of HB 498 and its conditional effect clause, adding,
however, that HB 498 will not have its intended effect unless
the right balance in HB 488 is arrived at.

8:21:42 AM

JEFFREY A. SPENCER, Supervisor, Geater Kuparuk Area (GKA) Heavy
O | Devel opnent, ConocoPhillips Al aska, Inc., via a PowerPoint
presentation, relayed that the North Slope has very |arge, heavy
oi | resour ces, as well as currently-developed light oil
reservoirs. The viscous oil resource is contained in five
fields - "Wst Sak field, MIne Point [Unit], Oion, Polaris,
and the shallower horizon in the Ugnu ... [formation]" - and
there are approximately 23-24 billion barrels of heavy oil about
evenly split between "the West Sak - or Schrader Bluff formation
- and the shallower Ugnu horizon." Wthin the ConocoPhilli ps-
operated Kuparuk River Unit itself, there are approximtely 16
billion barrels of oil in place, also sonmewhat evenly split

bet ween the Wst Sak and Ugnu formations.

MR. SPENSER stated that these viscous oil resources are |ocated
bel ow the per maf r ost in t he shallow reservoirs from
approximately 3,000 to 4,500 feet; the shallow depths and thick
permafrost result in low reservoir tenperatures and this in turn
results in high viscosities, which rmakes the oil very difficult
to produce and can result in |lower rates of recovery as conpared
to light oil or gas.
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MR. SPENCER briefly outlined the GKA heavy oil devel opnent
history and the various well designs that are being used, and
explained that all of the North Sl ope heavy oil devel opnents are

subject to certain operating conditions - harsh arctic
conditions, mnimal footprint, limted contractor resources, and
pushing limts of drilling technology; to geologic conplexity -

shal | ow depths and permafrost issues, unconsolidated formations
|ow reservoir tenperature, and highly faulted; and to viscous

oil properties - artificial I|ift required, fluid separation
difficulties, solids handling and disposal issues, and |ower
qual ity crude. This translates into higher cost, lower rate
wells, lower overall recovery, and |ower price per barrel. He
posited that if it weren't for the rapid advances in horizonta
drilling and nmulti-lateral technologies nade over the |ast

several years, the vast North Slope heavy oil resources would
likely remain fallow

MR. SPENCER, in response to questions, explained that vertica
wel I s average 200-300 barrels of oil per day, whereas horizonta

multi-lateral wells average 1,500-2,000 barrels per day. He
added that well costs average between $8 nillion and $10
mllion. In response to further questions, he said that [|ight

oil would nmake higher oil rates and have | ess producing problens
wi th solids production.

MR. SPENSER, returning to his PowerPoint presentation, relayed
that there have been sone expensive |essons as [ConocoPhilli ps]
continues to push the technical limts regarding drilling on the
North Sl ope. He discussed a typical Wst Sak tri-lateral
producer with horizontal laterals from 4,500-8,500 feet in the
D, B, and A sands. In the A sands, ConocoPhillips tends to
undul ate between the upper and lower sands to try to contact
nore reservoir rock and increase its recovery from the

formation. Furt hernore, ConocoPhillips changed the well types -
from vertical to multi-lateral - the recovery nechanisns, the
sand control, the well spacing, and drilling nud systens.

8:30: 45 AM

MR. SPENCER, referring to PowerPoint slides, explained that
ConocoPhillips wusually has to cross multiple faults and yet
remain within a tiny window of the reservoir rock, from 20-50
feet, while reaching out to lengths of nearly 13,000 feet from a
surface | ocation. Once the wells are drilled and the oil is
brought to the surface - usually by neans of downhole punps or
other artificial lift methods - other issues renmain regarding
production of heavy and viscous oils. He said that higher
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operating costs are also a result of having to use nore heat
and/or chemcals to separate the water from the entrained oil
from Central Production Facility (CPF) 1, where the Wst Sak
devel opnents are taking place. Essentially, the total cost for
heavy oil is double what it is for light oil because of the
requirenent for artificial 1lift, the additional separation
probl ens, the handling of the solids, and waste di sposal.

CHAIR KOHRI NG, returning to the conparisons nmade on an earlier
Power Poi nt slide, asked, "Are these inprovenents in technol ogy
or are you just sinply trying different techniques in order to
i ncrease production?”

MR. SPENCER infornmed the commttee that there was a rapid
advance in technology between 1998 and 2004, both in the

extended reach drilling as well as in nulti-lateral technol ogy;
for exanple, ConocoPhillips was able to go to tri-laterals and
beyond. In response to another question, he posited that the
past tax credits granted by the legislature have been
i nstrunent al in encouraging that technological change and
gr owt h.

CHAIR KOHRING in response to a question, indicated that he is
pondering how the tax credits provided for in HB 498 m ght
affect the future developnent of heavy oil, the use of new
t echnol ogi es, and further advances in technol ogy.

8:34: 07 AM

MR. SPENCER rel ayed that in addition to fluid separation, there
are also solids production problens related to produci ng heavy
and viscous oils from shallow unconsolidated reservoirs. He
further described the viscous nature of the oil, how it creates
a lot of drag and frictional forces in the reservoir, and how
that tends to pluck sand grains off from the reservoir thus
bringing themto the surface. He stated that the solids in the
tanks generally have the consistency of glacial nmud or silt, and
are transported in trucks to the grind and inject facilities in
Prudhoe Bay. This increases the operating costs, relative to
light oil devel opnments. |In response to a question, he explai ned
that the photos in the PowerPoint slide are of solids after the
oi | has been separat ed.

MR. SPENCER relayed that another problem wth transporting
solids along with the fluids is that it can greatly increase the
wear on equipnent, particularly on rotating equipnment such as
downhol e punps and surface punps. He summarized that with the
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North Sl ope operating conditions, the geologic conplexities, and
the viscous nature of the oil leading to the high costs, |ower
rate wells, |ower overall recovery, and the lower price per
barrel, the devel opnent of heavy oil on the [North] Slope is
econom cally challenged. He nentioned that ConocoPhillips would
like to continue devel opnent of the eastern West Sak area, and -
assuming a stable fiscal environnment and pushing the limts of
technol ogy - developnment in the northeast Wst Sak area; this
series of devel opnents could total over $1 billion over the next
five to seven years. Beyond that, to develop the western West
Sak and the Ugnu resources wuld require new technology
appl i cations because Vi scosity and, hence, producti on
difficulty, is greater.

8:37:49 AM

MR. SPENCER expressed his hope that ConocoPhillips and its
partners can nove forward wth these projects and the
devel opnent of North Slope heavy oil resources, which are vast;
devel opment of those resources is key to mnimzing A aska North
Sl ope production decline. In concl usion, he renmarked,
ConocoPhillips supports HB 498 and believes it could be
beneficial in accelerating investnent.

MR. SPENCER, in response to questions, said that typically the
wells that are producing in the viscous fields are dedicated
viscous oil wells; that he is not sure ConocoPhillips has a
cut of f r egar di ng accept abl e AP| gravity; t hat t her ma
stinmulation is used in Canada to inprove the ability of oil to
flow, and that dedicated wells are wused for heavy oil
devel opnent; and that some EOR techni ques possibly could be used
within the West Sak reservoir itself.

VR. VENZEL, in response to other questions, said that
ConocoPhillips |ooks at HB 498 as an increnmental incentive for
developing both the heavy oil resource and the necessary
technol ogy, though the still-evolving PPT legislation wll
provi de additional recognition of the higher costs of devel oping
"resources like this"; HB 498 is intended to incentivize the
devel opnent of a nunber of new technologies for the long termin
Al aska. He added, "I don't think we are looking at this

provision as the way to get gas for the pipeline necessarily."”

REPRESENTATI VE SAMUJELS expressed disfavor with providing a tax
credit for hydrate research
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MR. WENZEL opined that doing so would still be good for Al aska.
In response to further questions, he indicated that there is
support, anong the l|large producers and the industry in general
for the balance proposed in the original PPT legislation, wth
t hat bal ance being a foundation for HB 498.

8:49: 25 AM

FRANK PASKVAN, Subsurface Team Lead, Wstern Prudhoe Bay, "BP",
relayed that he would be speaking to the provision of HB 498

regarding credits for expenditures for <challenged oil as it
pertains to viscous oil. He said that based on the know edge he
gai ned from working on a nunber of fields on the North Sl ope, he
believes that the "challenged oil bill" would materially inpact
whether the oil industry will remain in Alaska in the future
and that viscous oil development in Alaska is the next big
devel opnent target. However, it won't be easy, he added,
referring to the economics of the wupconing Wstern Region
Devel opnent project in Wstern Prudhoe Bay that w Il focus on
devel oping viscous oil resources that I|ie above the "nmain

Prudhoe accunul ation."

MR. PASKVAN characterized viscous oil as a huge resource for the

state, referred to a chart illustrating the shallow fields
chal l enged by high viscosity, and described various viscosity
ratings. Shal | onwer reservoirs have thicker oil because the

crude is colder and has a heavier APl gravity, and such fields
are just starting to be devel oped because of investnents in
technol ogy, and such investnments are really just a step towards
really high viscosity targets - even targets with a tar-1like
consi stency.

MR. PASKVAN relayed that the bottom part of the aforenentioned
chart characterizes the size of the target for future
devel opnment, that being about one half of the known North Sl ope
oil remaining; however, that oil is "challenged by high
viscosity," and requires drilling nmulti-lateral wells, which is
costly in ternms of time and noney even though such wells nake
|l ess than the oil rate of "a decent light oil producer."” That's
why BP needs HB 498's incentives Consider also that one out of
every eight barrels belongs to Al aska. He nentioned that sone
wells have Ilow production rates and that sonetines nore
i njectors per producer nust be drilled, and relayed that viscous
oil developnment is difficult because of having to separate oil
from water at |ower tenperatures. The various challenges of
produci ng viscous oil result in higher operating costs. He
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remarked that BP would like to keep the pipeline full and is
encouraged by the introduction of HB 498.

MR. PASKVAN, in response to questions, said that as part of the
Western Regi on Devel opnent project, BP is spending over $100

mllion in infrastructure nodifications; that there wll also be
somewhat hi gher operating costs, though he didn't have an exact
figure per barrel; that viscous oil is separated into different

depths, with the shallower fields being thicker; that those
wells being drilled are specifically targeted to "those
hori zons"; and that there shouldn't be too nuch overlap between
light oil and heavy oil targets.

MR. PASKVAN, in response to further questions, relayed that the
lighter the oil, the nore associated gas there is; that HB 498
"clearly demarks the different bands"; that the APl gravity is a
measurenent that can be nmade at the surface very accurately;
that the data represented in his charts pertains to reservoir
viscosity as calculated from a sanple taken downhole via an
expensi ve sanpling methodol ogy but which is difficult to acquire
on a well-by-well basis; that BP wouldn't recomrend any change
to the bill regarding its termnology; and that to date BP has
not run into any viscous oil reservoir that also has light oil.

MR. PASKVAN, in response to other questions, said it is possible
that BP could discover a deeper heavy oil that mght neet the
"18 APl criteria”, but such would need specific technologies to
devel op; that an injector well is used to inject water or gas in
order to help coral the oil and push it to production; that BP
is doing research on the potential applicability of CO2 for
viscous oil reservoirs, though it is difficult to say whether
such will be advantageous to ultimate recovery; that in the
Oion reservoir, BP is using inmscible injection gas EOR from
the "Prudhoe central gas facility"; that each reservoir is a
separate formation and so injectants - of any kind - into one
reservoir won't affect others; and that polyner augnented water
fl oodi ng constitutes an area of research.

9:09: 02 AM
SAM W FRENCH, PE, Pr oj ect Lead, Li sburne field, " BP
Expl oration", relayed that the Lisburne field has a lot of

potential in a large resource space, and that BP is focused on
redevel opnent of that field in order to increase recovery. The
Li sburne reservoir is adjacent to the Prudhoe Bay reservoir; the
top of the Lisburne reservoir is about 100 feet deeper than the
bottom of the Prudhoe Bay reservoir; the Lisburne reservoir, a
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fractured carbonate reservoir, is the only producing carbonate
field in Alaska;, and the mmjority of the other fields are
sandst one reservoirs.

MR. FRENCH expl ained that carbonate reservoirs throughout the
world are known to be sone of the nobst conplex reservoirs from
which to produce oil and gas because the rock is very dense and
thus it is difficult to get oil to flow through it. Wat hel ps
BP get commercial production rates at the Lisburne field are

drilling wells that intersect the fractures, which have higher
pernmeability - the oil seeps into those fractures and then noves
at a higher rate to BP's wells - but the key is being able to
| ocate the reservoir's fractures. However, not only do the

fractures vary throughout the reservoir, the reservoir's quality
of rock and perneability varies significantly, both vertically
and | aterally.

MR. FRENCH posited that the Lisburne field would qualify for the
tax credits proposed by HB 498, and relayed that the origina

oil in place (OO P) in the zones that BP is currently producing
from is estimated to be 2 billion barrels, with a recovery
factor of about 8 percent based on BP's current cunulative
producti on. Wt hout new technol ogy, BP probably won't recover

significantly nore than that, even though the statistical nean
recovery factor in oil carbonate reservoirs worldw de is about

36 percent. A key to attaining that global benchmark is new
technol ogy, and any tax credits will help BP get new technol ogy
proj ects approved. He noted that currently, BP can't predict

the location of the fractures in the Lisburne field, and thus
there is no guarantee that any new wells drilled in that field

will be successful; furthernore, wth conventional drilling
t echnol ogy, fractures are typically damaged by drilling fluids.
9:16: 04 AM

MR. FRENCH indicated that this is another area where new
technol ogy can help - both in terns of prevention and fixing the
problem after it occurs - because production rate depends on the
fractures. He pointed out that the Lisburne field is located in
a high cost environnment; not only does it have the costs
associated with all oil fields in the arctic environnent, but it
is also deeper than many other fields and the rock is so hard

that there is a low rate of penetration while drilling and that
too increases costs. The potential for recovering additiona
oil from the Lisburne field lies in the application of new

technol ogy because currently some of the projects are narginal
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In conclusion, he said that BP supports HB 498, and believes it
will help the Lisburne field.

VR. FRENCH, in response to questions, relayed that the
af orenentioned fractures are naturally occurring; that attenpts
to artificially create fractures have not been successful; that
conventional water flooding has not been successful; that BP is
studying sonme other options for injecting water such as |ow
salinity water fl ooding.

MR. PASKVAN, in response to a question, said that the Liberty
field is a sandstone reservoir sim |l ar to the Endicott
formati on.

9:20: 43 AM

SCOIT DI GERT, Subsurface Mnager, "BP", relayed that the M ne
Point field has been at the forefront of BP' s viscous oi

devel opnment on the North Slope, and that over the past four
years viscous oil production has been pushed as high as 20,000

barrels a day - approxinmately 40 [percent] of MIlIne Point's
total production - and this has been acconplished via heavy
investment in new drilling technology and facility upgrades.

This investnment has been enabled by the current favorable fiscal
framework; BP was also able to take advantage of the upturn in

oil prices, which allowed good returns on its viscous oi
devel opnent . He indicated that BP is in support of HB 498 -
whi ch he hopes wi ||l encourage ongoing viscous oil devel opnent to

the benefit of both the industry and the citizens of Al aska -
and intends to invest "for a 50-year future in Al aska."

MR. DI GERT relayed that a key elenment in that investnent plan is
the Al aska gas pipeline project; that project needs to be built
on a strong and stable foundation for BP s oil business, because
it is that oil business that will provide the bridge to gas.
H's conpany is striving to nmaximze recovery of its substantial
known oil resources in Alaska, and should be fully aligned with
the state in seeking to naximze production. Production from
BPfs fields is steadily declining, and in order to stabilize
that decline steps nmust be taken to bring on new production of
the viscous oil reservoirs. However, it wll be costly to
develop those reservoirs, requiring innovation, advances in
technology, and a tolerance for increased risk; the wells
required are conplex and «costly, and existing production
facilities require substantial retrofitting to handle cold,
vi scous oil.
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MR. DI GERT spoke of the need for Alaska to renmain conpetitive in
the global marketplace [in order for producers to] continue
devel oping the aforenentioned reserves, and noted that BP is
devel opi ng Schrader Bluff and Wst Sak reservoirs, has napped 5
billion to 10 billion barrels of OOP in those reservoirs, and
hopes to recover up to 20 percent of the oil in the best
perform ng areas. To date, however, BP has only recovered about
1 percent of the total available and that's after investing
several hundred mllion dollars, so mgjor continued investnent
will be needed as will further technol ogical advances. The risk
of such nust be bal anced by the opportunity to obtain attractive
returns; BP's viscous oil business needs to be robust enough to
survive a lowprice oil cycle, and be positioned to thrive when
prices are favorable. House Bill 498 w Il help offset sone of
the tax burden, and is very wel cone.

MR. DI GERT characterized the bill's definitions of challenged
and nonconventional oil and gas as appropriate and suitable for

encouragi ng further devel opnent. He encouraged the conmttee to
pass HB 498 and seek its inclusion in a broader PPT package as
it noves forward. In conclusion he said, "I remain very

concerned about the future investnent climte in Alaska; |
strongly encourage the legislature to continue to seek a fair
and balanced tax package which fundanentally continues to
attract i nvest ment [ and] provides the opportunities for
i nnovati on and devel opi ng our resources."”

9: 26: 34 AM

ROBERT B. HUNTER, Project Manager, Arctic Slope Regiona
Corporation (ASRC) Energy Services, relayed that for the past
four years he has nmanaged a joint U'S. Departnment of Energy
(DOE) and "BP'" cooperative research project to study gas
hydrates on the Alaska North Sl ope. This research is designed
to determne the resource potential of gas hydrates; the Al aska
North Slope may provide a relatively accessible and natural
| aboratory to help determne the technical feasibility of
recovering natural gas from gas hydrates and associated free
gas. A gas hydrate is a solid conbination of gas and water -
called a clathrate - that occurs wthin distinct pressure,
tenperature, and stability regions wthin porous and perneable
reservoirs; gas hydrates can occur in sufficient concentrations
to potentially becone a significant resource if the clathrates
can be changed, within the reservoir, into liquid water and
natural gas conponents by nodifying the pressure, tenperature,
and/or the chem stry of the system
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MR. HUNTER said that although 44-100 trillion cubic feet (Tcf)
of in-place gas hydrates are estimated to be on the Al aska North
Slope by the United States Geological Survey (USGS), the
potential recoverable resource remains unproven and unknown at
present . This uncertainty is reflected in studies from
reservoir nodeling that estimate that 0-12 Tcf of this type of
gas could potentially be recovered from the 33 Tcf in place
within the Eileen Trend; additional data is required to narrow
this uncertainty and I|earn nore about gas-hydrate-bearing
reservoir properties, and BP and the DOE |ook forward to
continuing this gas hydrate research, and have recently approved
drilling of a dedicated North Slope stratographic test to that
end. There are many remaining technical challenges to be
addressed in this project before potenti al gas hydrate
productivity is better understood, and although it is too early
to tell, this research may contribute to determ ning whether
this large, potential gas resource m ght one day becone part of
the overall U. S. gas supply portfolio.

MR. HUNTER, in response to a question, said that typically
reservoir units contain both hydrates and free gas, with free
gas being at or just below the gas hydrate's stability zone
depth, which is comonly around 3,500 feet "in the subsurface"
t hough it can be deeper.

9:33:11 AM

ROBYNN WLSON, Director, Tax Division, Departnent of Revenue
(DOR) rel ayed t hat t he di vi si on has concerns about
adm ni stering HB 498, which provides a [tax] incentive in three
areas - certain oils and areas, certain nethods of EOR and the

devel opnment or use of renewable energy. For each of these
categories, the DOR thinks it is very inportant to define the
time, the place, and the allowable costs; that is: the tine
when the costs that will be creditable are incurred, the place

where the activities that would be creditable are taking place,
and what the allowable costs are. Sonme of those points are not
as clear as they could be. For exanple, are costs allowable if
a project is already underway on the effective date of the bill?

Also, in terms of place, research and developnment of new
technology are eligible activities even if they occur in
Venezuel a, for exanple, and therefore the bill should clarify

exactly what is creditable.
M5. WLSON said it would also be helpful if HB 498 were clearer

with respect to the locations of EOR projects; for exanple,
would BP's "Liberty project,” which is located on the federal
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outer continental shelf but would |ikely have surface facilities

on state land, qualify for the bill's credit. She noted al so
that sonme of the EOR activities listed in the bill appear to be
"pi ggybacked" off of federal rules, which are very specific that
a project needs to be on federal l|and or adjacent seabed. In

terns of allowable costs, she said, the division is concerned
that HB 498 is not clear regarding what types of costs qualify
or the scope of those costs. Furthernore, the bill uses the
term "qualified expenditure", but does not define that term and
so although the intent mght be to mesh HB 498 with the PPT
bill, that Jlegislation wuses the term "qualified capital
expenditure”, which enconpasses exploration and itens that are
capitalized for federal purposes.

M5. WLSON said that if the intention is to allow the sane kinds
of costs that the federal governnment allows for EOCR projects,
there are sone federal costs which are normally expensed that
woul d be subject to the federal ECR credit; for exanple, the
cost of the injectant is expensed federally, not capitalized,
and so would not fit wunder the PPT legislation's term
"qualified capital expenditure". She encouraged the commttee to
be very clear about what kind of costs it intends to be covered
under HB 498. Also, in the area of allowable costs, the
| anguage on page 5, lines 17-18, that speaks to the devel opnent
or use of renewable energy is pretty broad. She reiterated that
she sinply wants to be «certain regarding what costs the
committee envisions as being qualifying.

9:40: 32 AM

M5. WLSON posited that the issue of cost allocation also needs
to be addressed in the bill; for exanple, cost allocation nay be
necessary when two grades of oil are pulled up, and for any
jointly-owned facilities or shared operations. |In response to a
guestion, she indicated that in requesting that the commttee be
specific regarding what costs should qualify, she is pointing
out that she is not sure what the intention is regarding
over head, adding that although she has not thought through a
specific allocation nethodol ogy, the departnent would be wlling
to assist the commttee on that issue.

M5. WLSON remarked that defining challenged oil as having an
APl gravity of 25 degrees or less for depths of |ess than 5,500
feet subsurface is generous, and suggested that the conmttee
consider using 20 degrees as the threshold instead. Al so, API
gravity is not the ideal paraneter to use, she opined; a nore
appropriate paraneter would be oil viscosity, which is neasured
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in units called centipoise (cP) and refers to the ability of a
liquid to flow Consider that sone so-called heavy oils
actually have a nore favorable viscosity and flow as well as
that with a higher APl due to gas content and reservoir

t enper at ur e. For exanmple, sonme of the Oion and Polaris
participating areas are 5-10 cP, and the Kuparuk [River Unit]
formation oil has an APl gravity of 22-25 but also has a
favorabl e viscosity. Care nust also be taken with regard to

where and under what conditions the APl gravity and viscosity of
oil are mneasured, because different pressure, tenperature, and
gas-to-oil ratio conditions can give different values for AP
gravity and viscosity, with tenperature being the nore inportant
vari abl e.

9:45: 26 AM

M5. WLSON pointed out that one of the oil reservoirs described
under the bill as containing challenged oil is already under
production at Lisburne and has been since 1986; the Lisburne
participating area was approved by the Division of Gl & Gs in
Decenber 1986. The other possible known reservoir defined by
proposed AS 43.55.026(g)(1)(E) is the Shublik formation, which
is one of the Pernptriassic reservoirs in the Prudhoe Bay Unit
(PBU), and the Pernotriassic reservoirs are the main producing
reservoirs in the PBU and are known as the initial participating
ar eas. Some of the projects identified in proposed AS
43.55.026(9)(1)(F) are currently under valuation in the PBU and
Duck Island Unit, and BP has already perfornmed pilot/test
projects involving polyner-augmented water-flooding [at] the
Brightwater project at the Flow Station 2 area in the PBU, and
lowsalinity water flooding in the PBU and Duck Island Unit.
Single-well tracer tests in these two units have yielded 8-20
percent recovery inprovenents, and the Internal Revenue Service
(I1RS) has certified lowsalinity water injection as an EOR
process for federal investnment tax credit.

M5. WLSON referred to proposed AS 43.55.026(g)(1)(H), and said
that the North Slope producers have already drilled extended
reach drilling ("ERD') wells of over 22,000 feet at Ni akuk and
M| ne Point; nunmerous devel opment projects on the North Slope
are easily designed around drilling 15,000-20,000 feet and

beyond. Such drilling may be nore expensive but it allows
access to oil through centrally |ocated and nore environnmentally
friendly |[|ocations. She pointed out that mny of the

af orenenti oned projects already qualify for the 15 federal ECR
credit and could potentially benefit by a 35 percent federal tax
rate, and under both this bill and the PPT legislation, a
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project could also qualify for a 20 percent tax deduction, a 20
percent credit, and potentially another 15 percent credit. That
potentially adds up to over a 100 percent, and does not include
the state income tax deduction, which is based on the federa
credit.

M5. WLSON, in conclusion, said she would be happy to work with
the commttee to clarify the aforenentioned issues.

CHAIR KOHRING indicated that clarification mght conme in the
formof a conmttee substitute (CS)

[Following was a brief discussion regarding how the committee
woul d be proceedi ng. ]

The conmmttee took an at-ease from9:51 a.m to 9:53 a. m

CHAI R KOHRI NG then recessed the House Special Committee on QG
and Gas to a call of the chair.

CHAI R KOHRI NG cal | ed the neeting back to order at 11:34 a. m

11: 35: 54 AM

BILL VAN DYKE, Acting Director, Central Ofice, Division of Ol
& Gas, Departrment of Natural Resources (DNR), opined that
vi scous oil projects are challenged on the North Slope, and that
the econom cs are generally not on par with conparable light oil

proj ects. He urged restraint, however, when considering
incentives for viscous oil projects and the other types of
projects addressed in HB 498. As currently drafted, wth
respect to viscous oil, HB 498 cuts a pretty broad swath across

the entire North Slope, and with respect to nonconventional gas,
it cuts a pretty wde swath across the entire state.
Furthernore, HB 498 also contains sone unintended consequences;

therefore, he said, he would recomend that the bill be nore
narrowl y focused, perhaps limting the proposed tax credits to
new capital investnments pertaining to viscous oil, and then only
with regard to certain pools and formations. He said he would
al so recommend thinking about providing tax credits for EOR
nonconventi onal and renewabl e energy, and research and

devel opnent at a later tine.

MR. VAN DYKE, on the issue of unintended consequences, directed
the commttee's attention to the |anguage of proposed AS
43.55.026(9)(1)(A)(ii) and noted that it says "a formation that
is stratigraphically equivalent to" the Ugnu Formation or West
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Sak - Schrader Bluff Formation; this |eaves the bill pretty w de
open with regard to depth, location, and oil gravity. The word,
"field" as wused in proposed AS 43.55.026(g)(1)(C also |eaves
the bill open to unintended consequences; he opined that it
woul d be preferable to |ook at specific pools and formations,
because fields are generally groups of pools and fornmations.
For exanple, in the Prudhoe Bay field, there are 12 or 13
separate oil pools.

MR. VAN DYKE referred to proposed AS 43.55.026(g)(1)(D), which
speaks of oil that has an APl gravity of 18 or less, and noted
that al nost every light oil pool on the North Sl ope has a tarnmat

at its base and so under the bill a credit would be given for
tarmat production in light pools; this language wll create
chal | engi ng production and cost allocation issues down the road,
t hough those issues will have to be dealt with regardl ess when
they pertain to joint-use facilities, drill sites, production
facilities, and separators. There is also the question of how
to define viscous or heavy oil - currently there is no bright
line - and the commttee needs to consider the API gravity of
the oil, the tenperature of the oil, and the dissolved gas
content of that oil. Al of the aforenmentioned nust be neasured

dowmn in the reservoir where the oil actually has to flow into
the well bores. He posited that although APl gravity can serve
as an acceptable paraneter to define viscous oil, there nust
al so be appropriate "sideboards"” in place. In situ viscosity is
really a better nmetric to use, he opined, even though it is a
little harder to measure.

MR. VAN DYKE said he would be willing to work with the commttee
and bill sponsor [to address his concerns].

11:41:57 AM

MR. VAN DYKE, in response to questions, said that there are
commercial |aboratories, which all the North Slope producers
have access to, that can neasure the aforenmentioned aspects
while mmcking reservoir conditions; that the producers are
going to want to know what an oil's viscosity is anyway; that he
woul d prefer to see in situ oil viscosity used as the paraneter,
though he could live with APl gravity being used; that the
measurenents would have to nmade for each separate pool and at
each of a pool's different elevations; that it is very possible
to get different APl neasurenents from different wells in the
same pool based on depth and the geographical location wthin
the pool; that the APl gravity wll not be the sane,
necessarily, for every well in a given pool; and that there are
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lenses of lighter oil in the Wst Sak - Schrader Bluff
formati on, and so one nust | ook at what's conming out of the well
bores as a mxture rather than attenpting to dissect the |ayer
cake and grant a credit for the third layer, for exanple, but
not the forth | ayer.

MR. VAN DYKE, in response to further questions, said that one
woul d estimate the centipoise neasurenents for separate zones if
they are different, and then do sone sort of volune weighted
average; that he could live with an APl gravity measurenent if
it had a couple nore sideboards than are currently in the bill

that it would be appropriate to replace the word, "field" - as
currently used in proposed AS 43.55.026(g)(1)(C - wth either
the word, "reservoir"™ or the word, "pool"; that the term
"reservoir" is nore focused than the term "pool"; and that the

terns, "horizon" and "zone" generally refer to layers of rock
regardl ess of whether they contain oil.

11:49: 58 AM

MR. VAN DYKE, in response to nore questions, said that although
some of the oils on the North Slope have different chem cal
conpositions, it mght not be possible to chemcally tel
certain oils apart; and that proposed AS 43.55.026(g) (1) ought
to be clarified.

REPRESENTATI VE ROKEBERG concurred with the latter point, and
acknowl edged M. Van Dyke's coments regarding narrowi ng the
bill.

MR. VAN DYKE, in response to questions regarding proposed AS
43.55.026(9)(1)(F), said that nost of the EOR techniques |isted
therein could be applied to either light or heavy oil; that
steam injection and in situ conbustion target viscous oil; and
that if one were just |ooking at capital credits for investnents
for facilities to operate an EOR project or an injection well or

a new production well, as long as it was targeted to a heavy oil
reservoir, a definition could be arrived at, though there wll
still be an allocation issue to deal with once the oil is

brought to the surface because it's all going to processed at
joint-use facilities.

MR. VAN DYKE, in response to a question regarding proposed AS
43.55.026(9)(1)(E), remarked that the wells in the Lisburne
reservoir produce too nuch gas in association with the oil they
are producing and thus are not conpetitive with other Prudhoe
Bay and satellite wells, though a nunber of horizontal-well
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techni ques have been tried in order to stay away from the gas

production - to increase the oil production in relative terns,
in relative amounts. In response to further questions, he noted
that the Lisburne reservoir from day one has had a |arge gas
cap, and although it has a |large amount of recoverable oil, the
gas flows nore easily to the well bore than does the oil, adding
that the rock in "the Northern foothill area" is tighter rock -
| ess perneable rock - and probably nore gas prone than oil

pr one. He remarked that a lot of the tight gas reservoirs are
al so fractured, so it would be hard to say that just because the
bulk of the rock has |low perneability that the reservoir isn't
hi ghly productive at the sane tine.

MR. VAN DYKE, in response to a question, recomended that the
committee delay consideration of a tax credit related to gas
because at this time he is not entirely confortable wth
utilizing a "tight gas standard for incentive for exploration.”
In response to nore questions, he said he would agree that once
folks are confortable with a start-up date for gas sales, that
it wll change the economcs significantly, and that he doesn't
know whet her gas shoul d be incentivized at this point in tinme.

12: 03: 34 PM

REPRESENTATI VE SAMJELS nentioned that a simlar debate occurred
in the House Resources Standing Conmittee regarding whether to

have a credit apply to Point Thonson gas devel opnent. The
argunment went along the lines of, "If you have a gas line, do
you need the incentive, [but] if you don't have a gas Iine,

there's not going to be any devel oped,” and so the |anguage was
left in HB 488.

REPRESENTATI VE McGUI RE noted that HB 498 could focus on heavy
oil at this tine and then the legislature could cone back at a
|ater point in time and deal with the issue of gas.

REPRESENTATI VE ROKEBERG, in response to comrents, indicated that
if the bill could be noved from comrittee today he would be
willing to work with all the interested parties before the bil
is heard in its next conmttee of referral.

MR. PASKVAN, in response to conmments and questions, said that
"Prudhoe" has a free gas cap that's above the oil and that's not
associated with hydrates, and that gas hydrates can form and
actually plug wells when "gas lift" is used to nove oil through
cold zones such as those that are shallower than 3,500 feet.
Bel ow that zone, nethane hydrate ice can be trapped underneath
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dropping the pressure in systems where that occurs can generate
repl acenent gas, and this is one way to "start to produce off"
fromthe hydrates. He relayed that the free gas beneath the gas
hydrates isn't a huge target for BP because it does not
constitute a Jlarge accunmulation, though it is appreciable
because the North Slope is a big place.

MR. PASKVAN, in response to further comments, concurred that the
gas hydrate resource on the North Slope is huge, but pointed out
that currently there isn't an econom c neans of recovering that
resource; therefore, the commttee should think carefully about
what it chooses to incentivize. "Right nowthere ... is no |line
of sight to a clear economc developnent, and research and
devel opnment that m ght be spurred or incentivized by this would
be applicable to what is one of our |larger potential gas
resources, " he added.

REPRESENTATI VE SAMJELS offered his understanding that there is
10, 000 Tcf of [gas hydrates] beneath the Beaufort Sea.

12:15:20 PM

REPRESENTATI VE ROKEBERG, referred to gas hydrate potential in
the @lf of Mxico, and remarked that it is a policy call
whet her the legislature should grant an extra credit for gas
hydrate research

MR, VWENZEL, in response to conmments and a question, expressed a
willingness to work with the admnistration regarding future
cost allocations and the allocation nmechanism that would be
used; "we'd want to address those issues to be sure that there

wasn't a double dipping, if you will, between expenditures for
non- heavy non-viscous [oil] and ... new expenditures to devel op
this resource.™ He added, "I won't dispute the fact that

getting into allocations between one type of resource and
another is going to create [an] adm nistrative burden - no doubt
about that; is that burden worth while in the face of an
additional credit that helps us accelerate the devel opnent of
this resource - yes."

REPRESENTATI VE SAMJELS asked whether new facilities for heavy
oil will be needed.

MR. PASKVAN said that there is specific equipment that is being
added into the existing infrastructure; for exanple, production
heaters to assist the separators, solids handling equipnent, and
de-sandi ng equi pnent. His conpany is cognizant of the fact that
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in planning drilling wells, investnments in the facilities mnust

be made to enable them to deal with heavy oil - investnents in
heat, hygi ene, and chem cal s. In response to another question
he said that heavy oil does have inpacts on the processing

equi pnent at the refineries. He indicated that BP supplies data
on the crude that's being produced to the potential recipients
of that crude, and they in turn make in investnments in their
facilities to enable themto better handle that product.

12:22:23 PM

REPRESENTATI VE ROKEBERG asked whether BP tries to harvest
tarmats.

MR. PASKVAN indicated that tarmats are out of his current
geographical area, but offered that they are difficult targets
to access, tend to remain immbile, and bring wth them
techni cal challenges such as high anpbunts of associated water
production; BP has not yet been able to effectively devel op that
resource with standard technol ogy.

REPRESENTATI VE ROKEBERG asked Ms. WIson whether inserting a
start date after the effective date would alleviate some of her
concer ns. In this way, only expenditures that occur after that
point in time would qualify for the proposed credits.

M5. WLSON indicated that such a provision would add clarity and
accountability. In response to another question, she relayed
that she had observed earlier that HB 488 has clauses that are
nodified by the term "in this state", as well as other clauses
that don't specify that point; therefore, the bill should be
clarified with regard to the conmttee's intention on that
i ssue.

REPRESENTATI VE ROKEBERG asked how the current versions of HB 488
and SB 305 have handled the deductibility of out-of-state |abor
costs.

M5. WLSON said they provided for an allocation of overhead and
rely on operating agreenents and standard industry practices.

REPRESENTATI VE ROKEBERG reiterated that he would |ike to nake
HB 498 consistent with HB 488. He asked whether research and
devel opnent is considered a deductibl e expense under HB 488.

M5. WLSON offered her recollection that that issue is not
specifically addressed in HB 488, and so whether research and
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devel opnment would be allowed or precluded as an expense would
depend on whether it's specific to a particular |ease and direct
and necessary to that |ease. In response to another question,
she said that under the PPT |legislation, operating expenses are
deductible and capital expenditures are both deductible and
creditable; furthernore, under the federal code, a conpany can
el ect whether to list research and devel opnment as an operating
expense or as a capital expenditure.

REPRESENTATI VE RCKEBERG said he would appreciate feedback from
the conmmttee regarding which direction the |egislature should
take on this issue. He pondered the question of whether the
| egi sl ature should mandate specifically whether research and
devel opment should be considered a deductible expense or a
capi tal expense.

M5. WLSON posited that as long as it's "spelled out,"” the
adm ni stration can handl e the accounting aspect.

REPRESENTATI VE ROKEBERG asked whether nandating that research
and devel opnment be handled as a deductible expense would nake
HB 498 nore consistent with "the PPT-type concept.”

M5. WLSON said, "That mght be a little bit of a disconnect

with PPT, because | think that wunder the PPT, if it's
capitalized for federal then it's treated as a capita
expenditure and subject to a credit - not to say we couldn't do
that. "

12: 31: 03 PM

M5. WLSON, in response to a question, said that if the producer
"expenses that,” for exanple, then there wuld be that
di sconnect; it's not inpossible to handle as long the bill is

clear with regard to how the legislature wants that issue
handl| ed.

REPRESENTATI VE ROKEBERG asked whether the |egislature should not
allow a special provision for research and devel opnent, even if
that seens to be counterproductive.

CHAIR KOHRI NG noted that there is also the issue of the Al aska

| egi slature providing a tax credit for research and devel opnent
that coul d be used to benefit other countries.
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REPRESENTATI VE ROKEBERG posited that that issue could be
addressed by stipulating that the research and devel opnent be
done in state.

12: 32: 18 PM

REPRESENTATI VE SAMUJELS said he sees an allocation problem from
an accounting or auditing standpoint, with providing a credit
for research and devel opnent, even that which is done in state.

MR. WENZEL said that his conpany's view regarding research and
devel opnent is that it's going to be done sooner or later, and
the benefit of HB 498 is that it will accelerate research and
devel opnent. So it's a policy call as to whether Al aska wants
to wait for "someone else to do it" and then use that technol ogy
wi thout paying for it; if Al aska does pay for researching and
devel opi ng new technol ogy, then that technology could very well
be shared and used around the world. He said he can see sone
validity for trying to tie investnents for research and
devel opment to Al aska projects.

MR. VENZEL, in response to a question, said that his conpany has

a budget line item for research and devel opnent - bl ue-sky-type
research and developnent - to the extent that it can't be
associated wth a specific project. He offered his

understanding that right now, the PPT legislation allows both
capi tal expenditures and exploration expenditures to qualify for
the 20 percent credit; the reason for this is that exploration

i nvol ves both operating expenses and capital expenditures. He
suggested that heavy oil could be treated the sane way by having
the bill cover expenditures related to Alaska projects on

vi scous heavy oil up to a certain point.

CHAI R KOHRI NG suggested that the commttee nove the bill from
committee along with a letter from himrequesting that the House
Resources Standing Commttee address the issues that have been
raised thus far; doing so would provide the bill's sponsor with
an opportunity to craft any necessary anmendnents or conmttee
substitute (CS) that woul d address everyone's concerns.

REPRESENTATI VE ROKEBERG concurred, and questioned whether the
bill should address the issue of gas hydrates. He said he
wi shes to work with the departnent to narrow it down and inprove
accountability and conformty.

CHAIR KOHRING after ascertaining that no one else wshed to
testify, closed public testinony on HB 498.
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12:40:17 PM

REPRESENTATI VE DAHLSTROM noved to report HB 498 out of committee
wi th individual recommendations, the acconpanying fiscal notes,
and the aforenentioned letter from the chair of House Speci al
Commttee on Ol and Gas to the co-chairs of the House Resources
Standi ng Comm ttee.

REPRESENTATI VE = GUTTENBERG obj ect ed for t he pur pose of
di scussi on. He said, "Certainly we wouldn't want to see
research being done in Mssissippi that could be done here, not
just the field work, but the lab work also,” adding that there
seens to be quite a bit of tightening and refocusing that needs
to be done [on the bill].

REPRESENTATI VE GUTTENBERG t hen renoved hi s objection.

CHAI R KOHRI NG asked whether there were any further objections to
reporting HB 498 from comm ttee. There being none, HB 498 was
reported fromof the House Special Coormittee on Ol and Gas.

ADJ QURNVENT

There being no further business before the conmttee, the House

Special Committee on QI and Gas neeting was adjourned at
12: 43 p. m
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