JO NT
HOUSE FI NANCE COW TTEE
SENATE FI NANCE COW TTEE
Novenber 8, 2007
5:38 p.m

CALL TO ORDER

Co-Chair Chenault called the House Finance Comm ttee neeting
to order at 5:38:44 PM

HOUSE MEMBERS PRESENT

Representative M ke Chenault, Co-Chair
Representative Kevin Meyer, Co-Chair
Representative Harry Crawford
Representati ve Ri chard Foster
Representative Les Gara
Representati ve M ke Hawker
Representati ve Reggi e Joul e
Representative Mke Kelly
Representative Mary Nel son
Representative Bill Thomas Jr.

HOUSE MEMBER ABSENT

Representative Bill Stoltze, Vice-Chair

SENATE MEMBERS PRESENT

Co- Chair Lyman Hof f man
Co-Chair Bert Stednman
Senat or Fred Dyson
Senator Kim Elton
Senat or Charlie Huggins
Senat or Danny O son
Senat or Joe Thonas

SENATE MEMBERS ABSENT

none

ALSO PRESENT

Senat or Tom Wagoner .

PRESENT VI A TELECONFERENCE

Paul Kendall, Anchorage; M chael Tavoliero, Anchorage; Bill
Warren, Kenai; Jan Brophy; Tom Lakosh, Anchorage; Bret
Chanbers; Steve Dentor; Lawr ence Brednman, Manl ey  Hot
Springs; Janes Fisher, Soldotna; Fred Sturman, Sol dotna;
Rhonda Boyles, Fairbanks; Jerry Walker, Fairbanks; M ke
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M I 1igan, Kodi ak;

Al l i ance, Anchorage; Paul
Jim G lbert, Pr esi dent,
Anchorage; Maynard Tapp,
Anchor age; Jerry MCutcheon
Anchor age; Keith Sanders,
Backbone, Anchorage; John
Council, Anchor age;
Anchorage; Harry MDonal d,
Anchorage; Bart Arnfield,
Anchor age; Matthew Fagnani,

Donal d Benson, WMatSu; Eric Donpeling, The
Laird, The Alliance, Anchorage;

Udel hoven QIfield Systens,

Anchorage; Jeanine St. John,

Anchorage; Tara Sweeny, ASRC

CIRI, Anchorage; David Godstein,

Shively, Resource Devel opnent

Jim Decker, Anchorage; Keith Silver,

Anchorage; Tom Hendrix Jr.,
Brooks Range Petro. Corp.,
Nana Managenment Systens; Jim

O r, Enployed by AK Public Enployees Association; Mrshall

Byrd; Mary Witnore
Sepico [Many of

their |ocation].

GENERAL SUBJECT(S) :

Caroline Bolar; Merrick Peirce; Frank
the off-net testifiers did not identify

STATEW DE TESTI MONY ON O L AND GAS | SSUE

The follow ng
Handouts w ||
t hrough the

overvi ew was

taken in log note format.

be on file wth the House Finance Comm ttee

25th Legislative Session, contact 465-6814.
After the 25th Legislative Session they wll be available
t hrough the Legislative Library at 465-3808.

TI VE SPEAKER DI SCUSSI ON
5:39:16 PM | Co-Chair Convened the Joint Senate and House
Chenaul t Finance Commttees in order to hear
statewide testinony on oil and gas
| ssues.
5:42: 00 PM | PAUL KENDALL, |Referenced the testinony he submtted
ANCHORAGE on file. He voiced support for PPT and
added support for a gross percentage.
He correlated the actual use in an
average famly hone. Al aska is a source
of natural gas. He recommended that the
oil conpanies cone forward to provide
testi nony. He was di sturbed about the
package currently before the Conm ttee.
5:47:32 PM | M CHAEL Addressed concerns with the fair share
TAVOLI ERQ, concept and the process of how that
ANCHORAGE woul d be i npl enent ed.
5:50:34 PM |BILL WARREN, |Testified in support of a fair share
KENAI for the resources of Al aska. He
supported exploration of Prudhoe Bay &
supported testinony heard from British
Petrol eum (BP). He supported the 25%
on t he base tax with a high
progressivity and urged novenent on
ANGDA.
5:53:59 PM | JAN BROPHY, | He pointed out all the places that the
KENAI oil conpani es nmake noney. He warned
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that by 2030, the demand for oil wll
be quadrupled in order to supply the
worl d’s demand. He recommended a gross
t ax. The price per barrel of oil has
doubl ed. He concluded that |egislators
represent Al askan citizens not the oi
conpani es.

5:59:49 PM | TOM LAKCOSH,
ANCHORACE

Submtted his testinony. He stressed
that the commttee substitute versions
bef ore t he Commi tt ees are

unconstitutional as is the ACES bill
because it does not protect public
| nterest.

6: 06: 44 PM | BRET CHAMBERS,

Favored continuing the current PPT
systemto provide enough tine to see if
It can work.

6: 07: 50 PM | STEVE DENTON

Addressed the issue of famly values
and fair share. He pointed out that
his famly has been involved in the
resource industry for many years. M.
Denton nentioned the permanent fund
opportunities and how that neets the
fair share prom se.

6:11:21 PM | LAWRENCE
BREDVAN
MANLEY HOT
SPRI NGS5

Recommended taking 1% of the fina
nunber and raising the tax to fund
transportati on needs. The federal gas

t ax f unds t he current state
transportation needs, but there are
many roads that need attention. He

mentioned the Dalton H ghway and
hi ghway systens that support the Al aska
Nort h Sl ope.

6:16:45 PM | RHONDA BOYLES,
FAI RBANKS

She opined that the free enterprise
system is the nost successful neans of
achieving economc justice. Al aska
needs to take stewardship of the |and
conpati ble with the unique environnent.
She urged that |egislation be adopted

that supports that platform She
worried about |ess production on the
econoni c resource. She supported a

fair and bal anced approach and noted
support for the testinony of M.
Hanl ey.

6:21:36 PM | JERRY WALKER,
SELF,
FAI RBANKS

Wrried about potential failure of
AG A. He spoke in support of positive
business and the need for fisca
security. He warned that the rules
shoul d not be continually changed. He
supported the progressivity provision
wi t hout change.

6:24: 06 PM | JAMES FI SHER,
SOLDOTNA

He recommended an increase in the tax
structure to the highest possi bl e
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nunber. He addressed the Gaffney Kline

and Associates’ analysis. He urged
t hat the legislature take strong
action.
6:26:45 PM | FRED STURMAN, | Spoke to fair share and reprinmanded
SOLDOTNA, | egislators for taking citizens fair
share. He urged that the budget be cut
and expenses | owered. He voiced
opposi tion to any I ncr eases in
gover nnent .
6:28: 37 PM | DONALD BENSQN, | Encour aged t he menber s of t he
MAT- SU Committees to support the Senate
Judiciary Commttee version and the
House Resources Conmittee version of
PPT, which he felt brought back a fair
share of Al aska revenues. He stressed
the Governor’s support throughout the
State and maintai ned that ACES ensures
that Alaska will be treated as a fair
part ner.
6:31:46 PM |MKE MLLIGAN, [Drew attention to the New York Tines
KODI AK article regarding 77% of the world's
oil being held in reserve by the oil
conpanies with no national equity. He
suggested the creation of another oil
conpany simlar to ARCO.
6:34:56 PM |ERIC Spoke about the decline in production
DOVPELI NG, devel opnent . He observed that Al berta
THE ALLI ANCE | has seen a slow down of resource
ANCHORAGE, devel opnrent due to an increase in
Anchor age t axes. He warned about dipping into
the Capital Budget Reserve (CBR). He
guestioned the current plan. He urged
that long term jobs and opportunities
not be sacrificed for a short term
gai n.
6: 37: 54 PM | PAUL LAIRD, | He expressed concern regarding further
THE ALLIANCE, |raising taxes on the oil conpanies and
Anchor age how this inpacts investnents of oil
conpani es. He went on to say that
“fair share” means keepi ng oi |
conpanies operating in Al aska. He
supports keeping PPT in place.
6:40:35 PM |JI M G LBERT |He said the state should not raise

PRESI DENT,
UDEL HOVEN
O LFI ELD
SYSTEMS,
Anchor age

taxes on oil conpanies. He pointed out
the extensive operations of the oil
conpanies. He went on to outlined the
nunber of contributions his enployees
provide to his comunity. He further
under | i ned t he i mportance of a
partnership with oil conpanies rather
than viewing the relationship as
adversari al .
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6:45:54 PM | MAYNARD TAPP, [He urged the Conmmittee to NOT raise
Anchor age t axes. He stressed that any changes
should nake oil devel opnent nor e
attracti ve.
6:47:33 PM | JEANI NE ST. |Defined “fair share” as good jobs &
JOHN, good future. She urged the conmttee
Anchor age not to raise taxes.
6:49:54 PM | JERRY Ref erenced the topping plant/refining
MCCUT CHEON, I ssue. He did not support supplenenting
Anchor age conpanies refining plants.
6:52:18 PM | TARA SVEENY, | Referenced sec. 36 and sec. 34 of
ASRC, HB2001. Privately owned data used for
Anchor age t he state benefi t shoul d remain
confidential. She underlined that this
was a right of the conpany.
6: 55:48 PM | KEI TH SANDERS, | Echoed concerns of previous the speaker
CR, regarding having to release seismc
Anchor age dat a.
6:57:42 PM | DAVI D He noted the balance of attenpting to
GODSTEI N, receive fair share w thout danpening
BACKBONE, i nvestment. He said the conpanies wll
Anchor age not pul | out of Alaska or stop
i nvesting because of a tax increase.
He supported the 25% tax wth .4
progressivity, and an increase penalty.
7:01:37 PM |JOHN SHIVELY, [He spoke against raising taxes on the
RESOURCE oi | conpani es.
DEVEL OPMVENT
COUNCI L,
Anchor age
7:06:24 PM |JI M DECKER, |He noted that he works in oil and gas
Anchor age i ndustry and spoke in support of PPT.
He is opposed to the proposed ACES
pl an. He referred to AS 43 and noted
that the word “reasonable” was added
before *“cost”. He felt +this would
increase litigation and have the
uni nt ended consequences of acting as a
di si ncenti ve. He went on to say that
government has grown considerably and
can not be sustained. He felt the
i ndustry would perceive that taxes
woul d be raised to support governnent.
He said excess revenues should be
placed in a reserve.
7:12:37 PM |KEITH SILVER, |[He observed that he is a 45 year
Anchor age resi dent. He expressed concern over
raising taxes and the potential of
creating an unstable environnment, which
woul d make oil conpanies | ess receptive
to exploration and devel opnent.
7:14:57 PM | HARRY He stated he is the owner of a trucking
MCDONALD, conpany. He urged the commttee to
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Anchor age

| eave the current tax systemin pl ace.

7:17:40 PM | TOM HENDRI X | He enphasi zed that he works for a
JR., Anchorage |conpany t hat benefits from t he
prosperous partnership wth the oi
conpani es. He urged the conmmttee to
pass | egi sl ation t hat encour ages
exploration and devel opnent. He did
not support raising taxes

7:20: 03 PM |BART ARMFIELD, |He anticipated that his conpany would

BROOKS RANCE | mrake significant investnents under PPT,

PETRO. CORP., |but cautioned that any change to the

Anchor age tax would bring uncertainty. He went
on to note that ACES would decrease
capital expenditures by conpanies and
conpani es woul d go el sewhere.

7:23:35 PM | MATTHEW He observed that his conpany thrives

FAGNANI , NANA | when oil conpanies are thriving. He

MANAGEMVENT mai ntained that raising taxes on the

SYSTENMS i ndustry will not aid the state and
wil | di scour age expl oration and
I nvest ment which in turn effects
conpani es |ike his.

7:27:06 PM [JIM ORR, |He referenced the provision in the bill

EMPLOYED BY AK|regarding auditors and the exenption of
PUBLI C speci fic enpl oyees.

EMPLOYEES

ASSQOCI ATI ON

7:31: 06 PM | MARSHALL BYRD He felt that the admnistration’s
proposal of rai sing taxes is a
enotional reaction. He supported the
PPT under the current | aw.

7:34:11 PM | MARY VWHI TMORE She supported leaving the current |aw
in place and did not support raising
t axes. She noted that 30 days is not
enough tinme to make good tax policy

7:36: 00 PM | CARCLI NE BOLAR |Asked if Alaska is getting a fair share
from any industry. She supported
putting addition revenues into the
Per manent Fund.

7:40:34 PM | MERRICK PEIRCE [Noted that Alaska’'s crude oil is worth
$25.7 billion. He felt that the
current law is not giving Alaska its
fair share. He went on to express
concerns about fuel costs in Fairbanks
and noted that the effects on the
housi ng market. He supported investing
addi ti onal revenues.

7:43: 20 PM | FRANK SEPI CO Supported not raising taxes.

7:45:18 PM | ADJOURNVENT The neeting was adjourned at 7:44 PM
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