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ACTI ON NARRATI VE
3:11: 24 PM

CHAIR WES KELLER called the Adm nistrative Regulation Review
Commttee neeting to order at 3:11 p.m Representatives Keller
Gatto, and Cuttenberg and Senators O son, Myer, and Kookesh
were present at the call to order.

3:12: 01 PM

CHAI R KELLER expl ained that per AS 24.05.182 and AS 24.20.400
the task of the Administrative Regul ation Review Cormittee is to
review regulations to ensure that they properly inplenent
| egislative intent. \Wen the legislature isn't in session, this
cormittee has the power, through a two-thirds vote, to suspend
the effectiveness of any given regulation until session begins.
The aforenmentioned can only occur after the proper notice of all
involved and it's not an emergency regulation. During session
the conmttee holds hearings, exam nes regulations for

ARR COW TTEE - 2- February 8, 2010



legislative intent, gathers information, and prepares and

di stributes nenoranduns. The commttee also investigates
findings transmtted to it from the standing commttees. I n
this case, the commttee is only responding to questions raised
by the regulations attorney. He nentioned that the committee

didn't hold a neeting during the interim because nenbers didn't
feel it was necessary.

Proposed Regul ations Relating to Executive Branch Ethics

3:16: 32 PM

JUDY BOCKMON, Assistant Attorney General, State Ethics Attorney,
Opi nions, Appeals & Ethics, Departnent of Law (DOL), said that
she would provide a brief summary on the proposed regul ations
that were published for coment in Decenber. She rem nded the
commttee that the Executive Branch Ethics Act specifies the
general standards of conduct and provides the attorney general
the authority to interpret and inplement the necessary
regul ati ons. Generally, the purpose of these regulations is to
provide guidance to public officers by clarifying the
application of the Act, and thereby pronoting good governance
and decision nmaking. She pointed out that each of the
regul ations were the result of requests for specific guidance
from other agency's ethics supervisors, other public offices,
and DOL's own internal review. For exanple, she recalled that
one of the first things she addressed in her position was the
fact that the definition of "publicly dissem nated information”
didn't take into account the vast use of the Internet and on-
line posting to distribute information. O her regul ations that
are being addressed include the regulations addr essi ng
el ectronic equi pment and presunmed and insignificant use. The
aforenentioned is sonmething that the conm ssioner of the
Department of Adm nistration (DOA) requested review of nore than
a year ago. She noted that the conmittee has been provided
background on sone of the regulations that she wll nention.
She then highlighted the regulation relating to reinbursenent or
paynent of attorney's fees of public officials who are
exonerated of ethics conplaints. The aforenentioned regul ation
i npl enents an analysis perforned by the attorney general that
responds to questions from agencies and the departnent's own
internal review on the appropriateness of paying sone fees of

officials who were exonerated. The regul ations acconplish the
aforenentioned by establishing criteria for application of
provisions of the Act dealing with unwarranted benefits. She

noted that it was perforned in conjunction with DOA' s Division
of Ri sk Managenent. The famly travel regulations, which relate
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to famly travel of the governor's or |ieutenant governor's
famly, attenpt to provide guidance to all such that it's clear

when the state will and will not pay for those famly nmenbers to
travel . The aforenentioned clarification was perforned at the
recommendati on of the independent council. He then noted that

there is a regulation regarding gifts of travel, which attenpts
to describe situations when there is no gift to an individual as
well as when there are gifts to an individual but not the state
generally. Based on the comments received, M. Bocknon said she
is trying to make the regul ations better or clearer than in the
first publication. Significant revisions, she nentioned, would
have a republication period. However, that point hasn't yet
been reached. In conclusion, M. Bocknon related that the goa
has been to clarify the application of the Act to provide
guidance to state enployees, their ethics supervisors, and
others in order to ensure that public offices don't violate the
Act and pronote good deci sion nmaking.

3:21: 26 PM

CHAI R KELLER requested comment on the regul ati ons addressing the
transportation of famly nenbers of the governor and I|ieutenant
governor and the paynent of l|egal fees for an exonerated public
of ficer. He asked if the aforenentioned regulations site
specific statute.

M5. BOCKMON answered that the proposed regulations don't include
specific statute citations. Wth regard to the attorney's fees
regul ations, an August 5, 2009, attorney general's opinion
reviewed a nunber of questions related to ethics and conpl aints.
One of the questions was regarding reinbursing public officers
who are exonerated under the Executive Branch Ethics Act as well
as other existing codes of conduct. The aforenentioned overall
review resulted in the attorney general concluding that there is
| egal authority to provide sone reinbursenent. The regul ation

she highlighted, sets out standards for determning what
reasonabl e expenses are and how the matter would fit under an
ethics act analysis iif there is a charge/claim that an
i ndi vidual was inappropriately paying the cost for a public
official who is exonerated. The Division of R sk Managenent has
reviewed such a situation and has enconpassed it under the
division's support it provides to the agencies.

3:25: 28 PM

Due to technical difficulties, the commttee took an at-ease
from3:25 p.m to 3:27 p.m

ARR COW TTEE - 4- February 8, 2010



3:27:55 PM

M5. BOCKMON, in response to Representative Gatto, clarified that
the Rules of G vil Procedure apply to court proceedings. She
expl ained, "W |ooked at the type of standards in those

rules and are incorporated into the regulation of standards that

| think is simlar. ... To address reasonable attorney's fees

customarily performed to provide legal services in the
situation, which wuld include nmaybe ... a paralegal or
i nvestigator assistance.” She noted that she didn't provide

reference to related cost, which would be a possible revision of
the regul ati on as published.

3:29:13 PM

REPRESENTATI VE GATTO posed a scenario in which the state is
defending a nenber of the executive branch and prevails, and
inquired as to how the attorney's fees would be determ ned since
there is no billing.

M5. BOCKMON explained that in a situation in which a public
officer is charged with a violation of the Ethics Act or a code
of conduct, DOL wouldn't provide the defense directly because it
prosecutes such cl ains. The contenplation is that the public
officer may hire outside counsel, and in the appropriate
circunstances [the state] would reinburse the attorney's fees of
a private attorney.

3:30: 26 PM

REPRESENTATI VE GUTTENBERG, referring to the February 24, 2009
letter from then Acting Attorney GCeneral Svobodny, inquired as
to who in the famly the regulations contenplate is allowed to
travel

M5. BOCKMON related her understanding that in the past, there
have been particular circunstances in which the Ofice of the
Governor has decided that it's appropriate for a spouse to
attend and have his/her travel paid for by the state for say,
the swearing in of the governor. Such circunstances are
limted, and therefore there was review of when the travel of a
famly nmenber would be appropriate. The attenpt was to draft a
standard to determine when travel [of an imediate famly
menber] is a state purpose and appropriate for the state to pay.
In further response to Representative Quttenberg, M. Bocknon
related her understanding that the limted paynment for famly
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menber travel has always cone fromthe Ofice of the Governor's
budget and appropriation. She noted that independent council
assured her that he couldn't find any statutory or regulatory
st andards governing the travel of those officials

3:33:19 PM

REPRESENTATI VE GUTTENBERG suggested that perhaps it would be
easiest to not permt any travel [of famly nenbers at the
state's expense].

M5. BOCKMON said that would be the |legislature' s decision.
Under the Executive Branch Ethics Act, she is asked to review
particul ar circunstances and weigh whether there is a personal

gain or benefit to a personal or financial interest. The
significant and insignificant is balanced in the context of
particul ar circunstances. She pointed out that the Executive

Branch Ethics Act doesn't provide a broad authority to say, "No,
you can't do that at all."

3:34:42 PM

REPRESENTATI VE GATTO recalled that Frank Murkowski referred to
his wife as his personal advisor, and thus she acconpanied him
on all of his trips. If that's the case, then one could also
express the need to take the children because otherwi se a great
deal of time would be spent calling them and worrying about
them which would neke [the governor] |less effective and
ef ficient. Therefore, the governor could say that there's a
conpelling state interest to take the children al ong. He asked
if the aforenentioned argunment woul d hold water

M5. BOCKMON explained that the regulations attenpt to draw a
line by which one can articulate that the travel of a famly

menber provides a state purpose and benefit. The discussion as
to whether it's appropriate for officials to have a famly
menber, including children, travel with hinfher could go either

way. The citizens of the state may or may not believe that it's
appropriate for a governor to travel wth famly nenbers,
dependi ng upon the nature of the event. Therefore, the focus
has been on the nature of the event in defining a standard.

3:36:46 PM
REPRESENTATI VE GATTO pointed out that when one travels via a

commercial flight with a child, there's a cost for the child if
he/she sits in a seat. He then posed a scenario in which an
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official travels via the state airplane, which holds seven, and
the official decides to take along his/her spouse and child

since there are four enpty seats. In the aforenentioned case
there wouldn't be an extra cost to the state, save perhaps a de
mnims amunt of fuel. Therefore, he questioned whether

there's a difference between occupying a seat on a comercial
flight versus on a state-owned fight.

M5. BOCKMON informed the commttee that there is a prior
advisory opinion on travelling via the state aircraft, which
addresses travel of other state officials regarding whether use
of the state aircraft provides an unwarranted benefit. The
conclusion of the advisory opinion was that it wouldn't be
appropriate, absent a state purpose, for an official to travel
on the state aircraft at all. There is a distinction, she said,
bet ween the two uses.

3:38:46 PM

CHAIR KELLER rem nded the commttee that this neeting is to
determ ne whether the regulations are valid, not necessarily
hel ping to draft them

3:39:17 PM

SENATOR OLSON posed a scenario in which the governor is a nother
who is breastfeeding a child, and asked if that would be covered
under the regul ation.

M5. BOCKMON responded that she wasn't sure the regul ations would
cover such a scenario because there would not be a state purpose
or benefit. She then pointed out that typically infants who are
being breast fed wouldn't need an extra seat or require paying
for an extra seat comercially.

3:40: 15 PM

SENATOR OLSON inquired as to how the regulations for travel
under the Executive Branch Ethics Act parallel the trave

regul ations for other branches, such as the |egislature. He
noted that the state pays for the spouse and children of a
| egislator to cone to Juneau. Furthernore, |legislators are

given a per diem

M5. BOCKMON said she wasn't famliar with the legislature's
rules governing legislator travel, but it would seem that the
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| egislature's benefits are different than what's contenpl ated
under the Executive Ethics Act regul ations.

3:42:03 PM

JULIET H LDRETH expressed concern about the conplainant,
petitioner, and the process. Upon the subm ssion of the ethics
conplaint, Ms. Hildreth requested that the Select Conmttee on
Legislative Ethics hold everything in silence until the final

report is concluded. Unfortunately, this past year conplai nants
used everything froma blog to the radio, and thus circunmented
the process on the grounds that it was the conplainants' freedom
of speech. The aforenmentioned made a nockery of the Select
Committee on Legislative Ethics and the process. She suggest ed
that upon any breech of silence, there should be a fine and the
conpl aint thrown out.

3:43: 47 PM

ANDREE MCLEOD remnded the commttee that these regulations
refer to the executive branch, which includes the governor, the
| i eut enant governor, attorney general, and many bureaucrats, not
the legislature. These regulations refer to individuals who are
not going to be re-elected every tw to four years.
Furthernore, these individuals are part of a hierarchy that goes
all the way to the governor's office. The intent of the Ethics

Act, she said, is to resolve issues that conme about due to
conflicts of interest, which everyone has. She reviewed the
processes by which legislators and bureaucrats can approach
conflicts of interests. In a situation in which an individual

citizen has questions about certain conduct, but the |egislature
is conpletely debilitated in challenging any nenber of the
executive branch, which was the case in the first couple of
sessions of the Palin Adm nistration, the only way for public
citizens to question the conduct of [executive officials] is by

filing an ethics conplaint. She inforned nenbers that the
Personnel Board has said that a public citizen must file a
conplaint rather than fill out a formto question the conduct of

these public officials. Ms. MLeod submtted that the changes
in the regulations don't inprove public service standards or
pronote and strengthen the faith and confidence of Al askans in
their public officials. She further submtted that the
following regulations regarding reinbursenent for |egal fees,
transportation of famly nenbers, and state enployees who don't
claim gifts of travel for state business are not valid. MVs.
McLeod expressed hope that the conmittee would not allow the
enact ment of those regul ations.
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3:47:55 PM

ZANE HENNI NG related his objection to the changes [enconpassed
in the regulations] in whole. He further related his objection
to the entire process that is being pushed through today. The
Executive Branch Ethics Act is an inportant |law on which the
attorney general shouldn't mneke suggestions of changes, other
than to the entire legislative body, he opined. There are many
changes necessary. There haven't been questions regarding
famly travel to the degree that it happened in recent years

Furthernore, there weren't questions regarding the attorney's

fees needing to be paid to those filing conplaints. Mor eover ,
an individual doesn't need to acquire an attorney to represent
hi m herself for the fees. M. Henning expressed the need for

there to be an amendnent to the Ethics Act such that there is no
| onger a personnel board overseeing the actual conplaint and
that elected officials or an elected commttee would have
oversi ght.

3:50:12 PM

CHAIR KELLER inforned everyone that every legislator was
notified of the regulation change as well as a publicly noticed
process open to all Al askans.

3:50: 56 PM

VALERI E HENNI NG noted her agreenment with the prior two speakers
as she finds the changes enconpassed in the regulations
unnecessary. She then opined that the recently released e-nmails
in which fornmer Governor Palin and her staff are scurrying to
find a reason to justify her children traveling with her proves
t he point.

3:51: 57 PM

SENATOR MEYER asked if there is an inadvertent conflict of
interest with the governor, who appoints the Personnel Board and
has to go before the board on any ethics conplaints. He pointed
out that the legislature has to go before the Select Conmittee
on Legislative Ethics, the appointnents for which the
| egislature isn't involved at all. Therefore, he questioned
whether it's too close of a relationship between the governor
and the Personnel Board.
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M5. BOCKMON recalled that when the Ethics Act was passed in the
1980s, it included a provision that required there be good cause
for renoval of a nmenber of the Personnel Board. The
aforenmentioned was in order to insulate the nenbers of the
Personnel Board from influence [from the adm nistration] when
there are ethics conplaints. Ms. Bocknon expl ained that when
DOL receives an ethics conplaint agai nst the governor,
i eutenant governor, or attorney general, it's automatically
forwarded to the Personnel Board which hires independent
counsel . The independent counsel acts with the authority of the
attorney general to perform the investigation and reach a
concl usion regarding probable cause, dismssal, and corrective
action, as provided and outlined in the Act. If the matter
proceeds into the public process of accusation and public
hearing, the Personnel Board appoints a hearing officer and
ultimately the hearing officer nmakes a recommendati on. At that
poi nt, the Personnel Board makes the decision about a conplaint.
The Personnel Board, she specified, does not make decisions on
di sm ssal or corrective action until after a public hearing.

3:54:55 PM

SENATOR MEYER noted that there has been discussion regarding
maki ng the executive branch subject to ethics standards simlar

to the legislature. However, the legislature is elected and
thus the public can vote out legislators they believe to be
unet hi cal . The aforenentioned would only apply to the governor
and the I|ieutenant governor, whereas the renmaining executive

branch enpl oyees are appointed by the governor and the public
doesn't have nuch opportunity to weigh-in on other officials.

M5. BOCKMON opined that the Ethics Act provides an opportunity
for the public to submt conplaints and nake reports to ethics
supervisors, which would trigger review and an investigation.
She said she didn't know how else to integrate the public
interest in an [ethics] matter under the current structure.

SENATOR MEYER related his belief that the separate and different
systens for the executive branch and the |egislative branch are
i kely warrant ed.

3:57: 09 PM
REPRESENTATI VE GUTTENBERG expressed concern that the independent
counsel hired by the Personnel Board has a lot of authority,

while the Personnel Board seens to have a di mninms role. He
then related his belief that some of the recent dialogue of the
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Personnel Board [when addressing conplaints regarding forner
Governor Palin] was very inappropriate. He, too, opined that
there's inherently a problemw th the Personnel Board respondi ng
to cases in which the conplaint is against the person that
appoi nted the board nenbers.

M5. BOCKMON reiterated that the legislature [through the
af orenenti oned provision] provided sonme insulation for the
Per sonnel Boar d. Furthernore, hiring the independent counsel to
make the decisions provides another |ayer of insulation.

4:00:12 PM

M5. MCLEOD stated that her experience with the ethics conplaints
she filed is a good case study of what's wong. She then opined
that the commttee is questioning and receiving answers from an
i ndividual, an assistant attorney general, who is part of the

pr obl em There is systemically a problem with an assistant
attorney general who is enployed in DOL by a chief of staff who
answers to the governor. Therefore, she opined that the

commttee's tine would be better spent reviewing the conplaint
process itself because it's broken.

4:01: 29 PM
CHAI R KELLER remarked that although that's not the role of the
comittee, he agreed wth M. McLeod that the overall

appoi nt nent process creates sone interesting situations.

Proposed Regul ations Relating to Ol & Gas Tax Credit and
Heati ng Val ue of Gas

4:01: 52 PM

CHAIR KELLER then turned the conmttee's attention to the
proposed regul ation changes to the oil and gas tax credit and
heati ng val ue of gas.

4:02: 09 PM

MARCI A DAVI S, Deputy Comm ssi oner, Department of Revenue
rem nded the conmttee that ACES passed in Decenber of 2007 and
the Departnment of Revenue (DOR) has alnost conpleted its
regul ations process, which is governed by the Admnistrative
Procedures Act (APA). She then rem nded the commttee that the
petrol eum production profits tax (PPT) was the first cataclysmc
change to the tax structure, which changed the tax from a gross
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tax to a net tax. The department held devel opi ng regul ations
for PPT wuntil it was <clear what was happening wth the
subsequent |egislative session. Al though the passage of ACES
provided clarity, DOR didn't want to wite fresh regulations
that had a new focus of the tax system Since the departnent
knew it needed to be correct the first tine, it inplenented a
publi c workshop process. The departnent devel oped an outline of
what it thought a specific regulatory approach would be on a
t opi cal basis. For instance, the departnent would review | ease
expenditures and put out information regarding how it would

approach and define it in a notice to the public. The
department then presented its approach to those inpacted and
interested at a workshop. The aforementioned resulted in the
departnent receiving quite a bit of feedback. Ms. Davis

expl ained that a public workshop process was chosen because it
is an informal process that allowed the agency to be nore ninble
and not have to stop for 30 days after every comment and wite a
formal response for each comment. As a result of the coments
during the public workshops, the departnment drafted regul ations.
If the sense was that the concept was a general one, the
department woul d hol d another workshop. The aforenentioned |ead
to the receipt of nore specific comrents because the departnent
was putting forth nore concrete | anguage. She referred to the
process as an iterative process in which each time a deeper
appreci ati on and understandi ng was gai ned regardi ng how industry
woul d deal and cope with the state's regulations and how the
state as regulators would be required to ensure integrity,
honesty, and accuracy in the process. She noted that in sone
i nstances, three workshops were held. Utinmately, when the
departnment felt it had heard enough, draft regulations for the
formal comment period were put out for a mninum of 30 days.
I nterestingly enough, the departnent rarely heard a conment that
it hadn't already heard and discussed extensively during the
earlier process. During the public coment period, the
departnment wote its formal coments and reactions. She not ed
that in at Ileast one instance, the departnent pulled [a
regul ati on] back and <chose a different approach. The
aforenentioned is what has been occurring on a topic-by-topic
basis over the last two years.

M5. DAVIS, referring to the slides entitled "Tax D vision ACES
Reg. Process,” pointed out that the beginning of the process
focused on forms and reporting forns because the taxpayers had
to develop a way in which to file their taxes between Decenber
2007 and February 28, 2008. In 2008, the division worked
intensively on the process and the questions regarding how to
interpret ACES. Since the legislature provided the division the
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ability to issue advisory  bulletins, they were noticed
t hroughout the process. At this point, of approximately 70
production tax regulations that the division has witten new or
revised, 46 have been finalized and noved through the I|ieutenant
governor's office. The remaining regulations are a discrete
subset of i tens, including the transportation deduction
regul ati ons. The aforenmentioned was held to the end because
it's very relevant to gas as well as oil. The transportation
deduction regulations are comng out wthin the week. She
informed the conmttee that the facility sharing regul ations are
in the final stage in which DOR s coments are being witten and
will be forwarded to the I|ieutenant governor. There is also a
regulation relating to the BTU heating value as well as a few
m scel | aneous regul ati ons that renain.

M5. DAVIS then returned to the facility sharing regulation. She
explained that the division is interpreting a statute, AS
43.55.170, that was put in place with the passage of PPT. That
statute was designed to ensure that when conpanies have a
facility that they own and operate and incur all the associated
costs, when they share the facility the other party pays the
facility owner a fee to utilize a portion of the capacity. He
expl ained that [AS 43.55.170] was designed to ensure that the
facility owner didn't deduct 100 percent of the cost and pick up
a bit on the side. The idea is that the state needed to be held
whol e such that the facility owner deducted a portion of the
cost as did the sharer. However, because of the broad |anguage
of AS 43.55.170 nost of the facility owners were concerned about
how the state would interpret the statute. The concern is that
the facility owners would be forced to reflect paynments from
conpanies that wanted to share. Although [the facility owners]
weren't deducting the costs, the facility owner would have to
take its share of costs and further reduce their share by the
percentage being paid by the other party. The af orenenti oned
was viewed by the facility owners as a net negative and required
the facility owner to gross up the charge. Furthernore, because
the paynent itself was a paynent, the [facility owner] had to
gross up the paynent's gross ups and thus the facility owner's
charges were becomng very steep, which inpeded facility
shari ng. The aforenmentioned led to review of all the facility
sharing agreenents during which each of the elenments of the
facility sharing agreenents were broken out and it was
clarified, through regulation, how the paynents were to be
treated. Referring to the slide entitled "Structure of 15 AAC
55.280," she explained that as long as the allocated share of
operating costs is the new party's it doesn't have to be offset
agai nst the reduced anount. She noted that there is also an

ARR COW TTEE -13- February 8, 2010



all ocated share of [future] capital costs as well as historical
costs, which are part of sone cost of the facility owner in
which a cost that has been incurred is desired to be recovered.
These costs could be deternmined to predate PPT and considered a
| egiti mate business expense that doesn't take anything out of

the state. There are two other elenents, on which the
Legislative Affairs Agency nmade comments that helped the
division with its thinking on the regulation. One of the

elements was in reference to the transfer of barrels paynent.
She explained that there's a make whole paynent in which the
facility owner that allows the entrance of a new party's field
can back out its production to allow for the new party's
producti on. As a sharer, the new party will make the facility
owner whole in the process and thus wll turn over sonme barrels
downst r eam The transfer of barrels was defined as non |ease
expenditures and thus there is no double dipping, just one
deducti on. Simlarly, the facility owner isn't required to
gross up the tax paynent nultiple tines. She opined that the
division identified the problem areas and firmly stayed wthin
the confines of the statutory intent of AS 43.55.170 under PPT
and ACES. The division facilitated the process of facility
sharing, which the division wants to encourage wthin the
confines of the statute. She highlighted the slides entitled
"Comments from Industry.” In conclusion, M. Davis opined, "W
believe that our process is working; we believe this iterative
process ensures nmaxi num neani ngful input from both the public
and the industry; and we think the facility sharing agreenent is
a perfect exanple of that."

4:15:17 PM

REPRESENTATI VE GUTTENBERG recalled that in the past one of the
nost inportant aspects of facility sharing costs is allow ng for
a conpetitive process to continue at Prudhoe Bay. He inquired
as to whether the facility sharing cost is at a point at which
it's flat, equal, or restrictive to new entrants.

M5. DAVIS opined that this clarity has substantially aided both
the facility owners and new entrants in terns of understanding

the playing field. For instance, both parties understand
exactly what it neans to nmke comercial concessions and how
they will be treated under the tax |aws. Facility sharing
agreenents are starting to cone about. In fact, Pioneer was
successful in its negotiations wth the Kuparuk owners and
Savant Alaska is wrking wth the Badam field and sharing
facilities with BP Exploration (Al aska) Inc. Therefore, she

opined that the nmakings are present and this is an inportant
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first step in ensuring that many of the potential problens with
facility sharing have been addressed.

4:17:12 PM

REPRESENTATI VE GUTTENBERG noted that he just attended a
commttee hearing in which legislation to rewite ACES, HB 308,
was considered. However, Ms. Davis is relating that DOR is just
now finalizing the regulations that finalize the process.
Therefore, he questioned whether one can review far enough back
to determ ne whether ACES is working.

M5. DAVIS infornmed the conmttee that upon the request of
Comm ssioner Galvin, the division issued an ACES status report.
The report reviewed the data received. The conclusion was that
the division can't definitively say that ACES has caused
el ements, but the capital expenditures (capex) and the operating
expenditures (opex) have increased. Al though there has been
some decrease in drilling activity, it began back in 2005, per
the Alaska Ql and (Gas Conservation Comm ssion (AQOGCCO)
statistics and thus can't be said to be related to PPT or ACES.
The enploynent statistics relate an increase in oil and gas
enpl oynent . Al though an issue has been raised with regard to
unenpl oynent clainms, there have been record nunbers of oil and
gas enploynent in 2007-2009 successively which will have to be
reconci | ed.

4:19:55 PM

SENATOR MEYER inquired as to whether the oil conpani es have been
paying taxes during the 2.5 years it has taken to wite the

regul ati ons. If so, did the oil conpanies nmake a best guess
paynent, he asked. He expressed concern that these businesses
could face a large bill if they didn't pay enough in taxes.

M5. DAVIS rem nded the committee that the effective dates of PPT
and ACES were retroactive. Since industry needed guidance in
how to respond, it has been involved in the workshops. She
noted that there have been signs along the way regarding what
the rules will be and how they will be interpreted. As a matter
of fairness, the departnment is requesting and the governor is
recommendi ng that the departnent be allowed to waive interest on
retroactive paynents. Currently, the departnment can waive
penalties, which is the departnent's intent for any underpaynent
associated wth a lack of awareness of what the regulations
woul d be. However, the departnent doesn't have the statutory
authority to waive the interest, which can be a substanti al
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anount . Therefore, passage of legislation providing the
departnment authority to waive the interest on the underpaynents
associated with not having clear guidelines is inportant. I n
further response to Senator Meyer, M. Davis clarified that the
departnment is seeking a waiver of the interest rate when an
over paynent or underpaynent is the result of the application of
a retroactive regul ation.

4:23:32 PM

REPRESENTATI VE GATTO hi ghli ghted that ConocoPhillips breaks out
its Alaska operation relative to the rest of the country.
ConocoPhil i ps Al askan operation is fairly profitable while the
remai nder of the conpany is not. Currently, an advertisenent is
runni ng that says 2,000 jobs have been |ost since the passage of
ACES. The conclusion of that advertisenment is that ACES is
br oken. However, enploynent is high. He questioned what to
tell people.

M5. DAVIS said that the statistics in the ACES status report are
valid and accurate. The best response, she suggested, is to
have the Departnment of Labor & Wrkforce Devel opnent (DLWD)
address, in detailed manner, what is going on with the status of
Al aska's enpl oynent. She noted that the unenploynent report
i ncludes both in-state and out-of-state clains for unenpl oynent.
She suggested that there could be an issue with in-state and
out-of-state nunbers. She further suggested that t he
unenpl oynment nunber could be a reflection that when the industry
ranped up to address the mmintenance issues, the Alaska |abor
supply was exhausted and thus had to reach out to the Lower 48

for enploynent, in perhaps a tenporary nature. Ms. Davis
reiterated that all of the statistics are correct, but one nust
review them in the context of the story they tell. In further

response to Representative Gatto, she confirnmed that all the
statistics are from DLVD.

4:25:28 PM
CHAIR KELLER rem nded the conmmttee that this conmttee nust
deci de whether or not to introduce or pronote |egislation that

wi || annul past regul ations.

Executi ve Sessi on

4:26:54 PM
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SENATOR OLSON nmde a notion to nove to executive session for the
purpose of discussing matters with the commttee's attorney.
There being no objection, the conmmttee went into executive
session at 4:27 p.m

4:58: 34 PM

CHAI R KELLER brought the commttee back to order at 4:58 p.m

ADJ OURNNMENT

There being no further business before the conmttee, the
Adm ni strative Regul ation Review Conmittee neeting was adjourned
at 4:59 p.m
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