5:09:17 PM

CALL TO ORDER

Co-Chair

HOUSE FI NANCE COW TTEE
March 24, 2011
5:09 p.m

Stoltze called the House Finance Conmittee neeting

to order at 5:09 p.m

VEMBERS PRESENT

Representati ve
Representative
Representati ve
Representati ve
Representative
Representati ve
Representati ve
Representative
Representati ve

VEMBERS ABSENT

Representati ve
Representati ve

ALSO PRESENT

Representati ve

Bill Stoltze, Co-Chair

Bill Thomas Jr., Co-Chair
Anna Faircl ough, Vice-Chair
M a Costello

M ke Doogan

Bryce Edgnon

Les Gara

David Guttenberg

Tammi e W1 son

Reggi e Joul e
Mar k Neuman

M ke Chenault; Representative M ke Hawker;

Senator Cathy G essel; Mary Gaham Self, Juneau; Barbara
Huf f Tuckness, Director, Teanmsters Local 959, Juneau.
PRESENT VI A TELECONFERENCE

Jerry MCutcheon, Anchorage; M chael Jesperson, Anchorage;
Mat t hew Fagnani, Anchorage; David Gottstein, Anchorage;
Jeanine St. John, Anchorage; Paul Kendall, Anchorage;
Bar bara W nkley, Anchorage; Robert Buch, Anchorage; Ben
Mohr, Eagle River; Bob Bulner, Anchorage; David DelLong,
Fai rbanks; Mark Sharp, Fairbanks; Lisa Herbert, Executive
Director, Fai rbanks Chanber of  Conmmerce; Paul Met z,
Fai r banks; Patrice Case, Fairbanks; Geoffrey Bacon, Al aska
Public Enpl oyees Association, Fairbanks; Jean Trainor,
Fai r banks; Buzz ais, Fai r banks; R chard Fi neber g,
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Fai r banks; Gerald Rafson, Fai r banks; Ri chard Heieron,
Chair, Fairbanks Chanber of Commerce, Fairbanks; Lorna
Shaw, Fairbanks; Lorali Carter, Board of Directors, Palner
Chamber of Commerce; Janes Crowell, Matsu; Donna Rae
Faul kner, Self, Honer; Don MNamara, Self, Honer; Bryan
Clenment, Self, Anchorage; M ke MGnnis, Wona Corp,
Anchorage; David Baggert, Self, Anchorage; Kevin Durling,
Sel f, Anchorage; Deantha Crockett, Self, Anchorage; Kati
Capozzi, Self, Anchorage; Carl Portman, Self, Anchorage;
Jed Whittaker, Self, Anchorage; Scott Thorson, Self,
Anchorage; Pete Stokes, Self, Anchorage; Jason Brune,
Executive Di rector, Resource Devel opnent Counci |,
Anchorage; Cary Taylor, Self, Anchorage; Mke MIIligan,
Kodi ak; David Qi ness, Cordova; Skip Reierson, Seward; Mark
McArthur, Eagle River; Ron Johnson; Tom Lakosh; Merrick

Pi erce; Tim Tilsworth, Fai r banks; Cynt hi a Cevasco,
Fai r banks; But ch Stein, Fai r banks; Randy Giffin,
Fai rbanks; Ken Hall, Self, Fairbanks; Don Gey, Self

Fai rbanks; Stu Gaham Self, Mt-Su; GCeoffrey Hunphrey,
Self, Anchorage; Roger Jenkins, Self, Anchorage; Allan
Dol ynny, Sel f, Anchor age; Debor ah Brollini, Sel f,
Anchor age; Chuck Becker, Self, Anchorage; Lynette Mbreno-
Hinz, Self, Anchorage; Yolanda de |la Cruz, Self, Anchorage.

SUMVARY
HB 110 PRODUCTI ON TAX ON O L AND GAS

HB 110 was HEARD and HELD in committee for
further consideration.

#HB110
HOUSE BILL NO. 110

"An Act relating to the interest rate applicable to
certain anounts due for fees, taxes, and paynents nade
and property delivered to the Departnent of Revenue;
relating to the oil and gas production tax rate;
relating to nonthly installnment paynents of estinmated
oil and gas production tax; relating to oil and gas
production tax credits for certain expenditures,
including qualified capital credits for exploration,
devel opnent and producti on; relating to t he
[imtation on assessnent of oil and gas production
taxes; relating to the determination of oil and gas
production tax values; making conform ng anendnents;
and providing for an effective date.”
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5:09:24 PM

PUBLI C TESTI MONY FOR HB 110

JERRY MCCUTCHEON, ANCHORACE (via teleconference), spoke in
opposition to HB 110. He spoke to the duty to produce,

whi ch was not addressed in the bill. He clained that the
bill would not pass the "Harvard Test." He recalled serious
guestions raised in Senator Jackson's commttee and

predictions by the Alaska GOl and Gas Conservation
Comm ssi on ( AOGCC) .

5:15: 37 PM

M CHAEL JESPERSQON, ANCHORAGE (via t el econference),
testified in support of the bill.

MATTHEW FAGNANI, ANCHORACE (via teleconference), spoke in
support of the bill. He opined that there needed to be new
oil in TAPS. He was a supporter of oil and gas. The
industry would find a better place to do business.

5:18: 56 PM

DAVI D GOITSTEIN, ANCHORAGE (via teleconference), spoke in
opposition to HB 110. He wanted the oil conpanies to nake
conpetitive returns. He advised against selling the
resource too cheaply, but wanted both the state and
conpanies to share the profits. He thought the nechanisns
of ACES worked except for progressivity, which limted
upside potential. He believed the answer was to change the
rate of progressivity so that it went down as prices rose.

5:24:20 PM

JEANI NE ST. JOHN, ANCHORAGE (via teleconference), spoke in
support of HB 110.

PAUL KENDALL, ANCHORACGE (via teleconference), testified
against HB 110. He recomended putting the funding in an
account and wanted full disclosure in hearings.

5:29:12 PM

BARBARA W NKLEY, ANCHORAGE (via teleconference), spoke in
opposition to HB 110. She suggested setting aside funds for
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infrastructure. She questioned whether the |legislature was
acting in the state's best interests.

ROBERT  BUCH, ANCHORAGE (via teleconference), voi ced
opposition to HB 110. He believed investnent and
exploration would be status quo and that nore noney would
not be put into the North Slope. He listed the profits of
ConocoPhi | I'i ps.

5:34:38 PM

M. Buch referred to the state constitution's stipulation
that the people benefit fromthe state's resources.

BEN MOHR, EAGLE RIVER (via teleconference), spoke in
support of HB 110.

5:37:29 PM

BOB BULMER, ANCHORAGE (via teleconference), testified in
support of HB 110.

DAVI D DELONG FAI RBANKS (via teleconference), voi ced
opposition to HB 110. He thought the |legislation would
represent an unnecessary give-away to the oil conpanies. He
opined that tariff reform was needed rather than tax
reform He referred to a former enpl oyee of ConocoPhilli ps.

5:41: 05 PM

MARK  SHARP, FAI RBANKS (via teleconference), testified
against HB 110. He felt that the bill was a give-away and
wanted to negotiate. He noted that the industry had given
significant noney to Governor Parnell, according to APCC
He urged action instead of specul ation and study.

5:45: 00 PM

LI SA HERBERT, EXECUTIVE DI RECTOR, FAI RBANKS CHAMBER OF
COMVERCE (via teleconference), spoke in support of HB 110

She felt that businesses and the entire econony of
Fai rbanks were affected by a decline in oil production. She
felt the legislation would save the state.

5:47: 09 PM
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PAUL METZ, FAIRBANKS (via teleconference), voiced support
of HB 110. He supported the comrents of Ms. Herbert.

PATRICE CASE, FAIRBANKS (via teleconference), spoke in
support of HB 110 as a busi ness owner.

5:48: 51 PM

CGEOFFREY  BACOQN, ALASKA PUBLIC EMPLOYEES ASSOCI ATI ON,
FAI RBANKS (via teleconference), testified in opposition to
HB 110. He felt noney would be taken from Alaska's
communities and put it in the hands of oil conpany
sharehol ders. He stated that APEA was not in favor of the
bill.

JEAN TRAI NOR, FAI RBANKS (via teleconference), testified in
opposition to HB 110. She felt the bill was a give-away of
savings to oil conpani es.

5:53:13 PM

BUZZ OTlS, FAIRBANKS (via tel econference), spoke in support
of HB 110.

RI CHARD FI NEBERG ~ FAI RBANKS (via teleconference), voiced
strong opposition to HB 110. He felt the significance of
the decline had been exaggerated. He thought it was
reasonable to expect that the tangible qualities of
reserves and resources would be produced for an extended
period. He thought the current ACES tax regine was not a
problem He had not heard substantive evidence that the
structure shoul d change.

5:58: 48 PM

GERALD RAFSON, FAIRBANKS (via teleconference), spoke in
opposition to HB 110. He supported tariff reform rather
than tax reform He thought the major oil conpanies were
the greatest inpedinent to devel opnent, as they controlled
the infrastructure.

6: 01: 20 PM

Rl CHARD HEI ERCN, CHAI R, FAl RBANKS CHAMBER OF COWWERCE,
FAI RBANKS (via teleconference), testified in strong support
of HB 110. He voiced concerns as a businessnan that

House Fi nance Conmmittee 5 03/ 24/ 11 5:09 P. M



sonmet hing needed to change. He did not |ike frequent tax
changes.

LORNA SHAW FAIRBANKS (via teleconference), spoke in
support of HB 110.

6: 05: 33 PM

MARY GRAHAM SELF, JUNEAU, spoke in opposition to HB 110
She stated that the bill equated to the oil conpanies
comng to the state for their allowance and doing their
chores at a later tinme. She believed the state needed to
diversify the econony away from oil and that it was
i nportant to think about the bigger picture.

6: 09: 20 PM

BARBARA HUFF TUCKNESS, DI RECTOR, TEAMSTERS LOCAL 959,
JUNEAU, was in favor of the oil and gas |egislation that
would conme out of the commttee. She thought it was
inmportant to secure the revenue flow and supported the gas
project. She noted that there were approximtely a couple
of hundred teansters working on the North Slope. The
Teansters believed that it was inportant to |ook at the
governor's proposed |egislation as developnent in the state
was down and jobs were inportant to the Teansters.

6: 13: 25 PM

LORALI CARTER, BOARD OF DI RECTCRS, PALMER CHAMBER OF
COMVERCE (via teleconference), supported HB 110. He
believed the bill was inportant for enploynment and that tax
revenue was a mmjor source of revenue for the state.

6:14:49 PM

JAMES CROWNELL, MATSU (via teleconference), supported HB
110. He believed that it was inportant to bracket Al aska's
taxes and to lower the tax rate. He wanted Al aska to becone
a state that was once agai n open for business.

6: 18: 08 PM

DONNA RAE FAULKNER, SELF, HOVER (via tel econference), spoke
strongly against HB 110. She understood that the oi

conpanies wanted to increase their profits for their
sharehol ders. She did not understand why the governor was
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in favor of rolling back ACES and taking noney away from
Al askans. She felt Alaska deserved its fair share of oil
and gas profits. The legislature should defeat HB 110.

6: 18: 57 PM

DON MCNAMARA, SELF, HOVER (via tel econference), was opposed
to HB 110. He believed that the state should |ook at
Venezuel a's nodel. The oil conpanies were already nmaking
record profits and Exxon Mbil had not finished paying for
the 1989 oil spill. The tax rate was 60 percent and in
Norway the taxes were at 78 percent. He thought Al aska was
doi ng wel I .

6:21:39 PM

BRYAN CLEMENT, SELF, ANCHORAGE (via teleconference), was in
support of HB 110. He urged that the |egislature pass the
bill.

6: 21: 55 PM

MKE MCG NNI'S, WEONA CORP, ANCHORAGE (via teleconference),
was strongly in support of HB 110. He believed that one of
the underlying issues was about the 100,000 jobs that were
at risk if the oil conpanies were chased out of Al aska.

6: 23: 19 PM

DAVI D BAGGERT, SELF, ANCHORAGE (via teleconference),
supported HB 110 as a person who had worked in the oil
fields for many years.

6: 24: 09 PM

KEVIN DURLI NG SELF, ANCHORAGE (via teleconference), was
strongly in support of HB 110. He worked in a nunber of
i ndustri es, including oil and gas. He had released
enpl oyees the day before and it was one of the hardest days
he had experienced. He believed that it was inpossible to
ask a business to guarantee a return.

6: 25:39 PM

DEANTHA CROCKETT, SELF, ANCHORAGE (via teleconference),
testified in support of HB 110. She knew people who had
wor ked for Alyeska pipeline and she hoped that they would
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continue to work there in the future. She wanted to stay in
Al aska and urged support of the bill.

6: 26: 51 PM

KATI CAPQZZI, SELF, ANCHORAGE (via teleconference), spoke
in support of HB 110. She |oved Al aska and wanted to stay.
She and her husband were |ooking to nake Al aska their hone
and were afraid that the state nay not be the right place
because the current system was broken. She urged that
sonet hi ng be done to reverse the decline.

6:28: 51 PM

CARL  PORTMAN, SELF, ANCHORAGE (via teleconference),
testified in support of HB 110. He reported that had seen
his share of Alaska's boonms and busts and was quite worried
about the future of his famly in the state. He feared that
without oil, the state would not be able to neet its |ong-
term obligations to education and public pensions. He
believed HB 110 woul d hel p Al aska be conpetitive.

Representative Costello thanked Kati Capozzi for her
service in the mlitary.

6:32:11 PM

JED VH TTAKER, SELF, ANCHORAGE (via teleconference),
testified against HB 110. He noted that in the year 2000

there had been 6 billion people on the planet; this year
there would be 7 billion people, wth increased demand for
commodities. He believed it was foolish to provide a tax
break to oil conpanies that were already nmeking huge
profits.

SCOTT THORSON, SELF, ANCHORAGE (via teleconference), was
strongly in support of HB 110. He believed that it was a
smart nove to deal with the progressivity under ACES and
that Al aska needed to be conpetitive. He felt the cost of
doi ng business in Alaska was high and that Al aska had sone
of the highest t axes, which nmde the state very
unconpetitive.

6:39: 23 PM

PETE STOKES, SELF, ANCHORAGE (via teleconference), urged
the passage of HB 110 to enable the state to becone nore
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conpetitive. He believed that oil had done wonders for the
state. He was a |icensed petrol eum engi neer and had worked
in Alaska in the profession for the past eight years.
Dipping into the Permanent Fund and introducing state
income taxes would only last so long. He was worried about
future generations in Al aska.

6:43: 19 PM

JASON BRUNE, EXECUTIVE DI RECTOR, RESOURCE DEVELOPMENT
COUNCI L, ANCHORAGE (via teleconference), testified in
strong support of HB 110. He reported that the counci

supported a strong diversified sector in Alaska. He
believed that testinony that the commttee had received
from Admiral Barrett the previous week had been very
accurate in encouraging new production. He believed that
the fair share that Al aska received in the state was the
royalty. He thought the state was very fortunate that the

oil companies found oil; the conpanies had taken all of the
risk to explore for the resource. He felt a pipeline
shut down woul d inpact all nmenbers of the council in each of

the different areas (such as m ning).

Representative Doogan relayed that nost of the credit for
the hearing in Anchorage went to Co-Chair Stoltze and his
staff.

6:49: 20 PM

CARY TAYLOR, SELF, ANCHORAGE (via teleconference), spoke in
support of HB 110. He believed that w thout the investnent
dollars to keep Prudhoe Bay viable the state would be in
trouble. He equated the situation to being on the Titanic
and that sonmeone needed to turn the wheel to divert
di saster. He was concerned about the businesses of Al aska
and wanted to bring investnent into the state.

6:54: 47 PM

MKE MLLIGAN, KODI AK (via teleconference), testified in
opposition to HB 110. He agreed with the governor that jobs
and filling the pipeline were inportant, but had concerns
about gasline devel opnent. He stated that over 65 percent
of production cane from state-owned facilities. He rel ayed
hi story and advocated for state-owned fields.

6:57:18 PM
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DAVI D  OTNESS, CORDOVA (via teleconference), voi ced
opposition to HB 110. He stated concerns about the
| argeness of the oil conpanies. He felt the conpanies had
been making and breaking governments all over the world,
including Alaska. He felt the conpanies held all the cards
and did not trust them

7:01: 42 PM

SKIP REIERSON, SEWARD (via teleconference), spoke in
support of HB 110. He opined that the progressivity el enent
of ACES needed i nprovenent.

7:03:15 PM

MARK MCARTHUR, EAGLE RIVER (via teleconference), spoke in
opposition of HB 110. He spoke as a snmall business owner.
He did not want to give state noney to oil conpanies, and
t hought the bill would hurt the state.

7: 06: 20 PM

RON JOHNSON (via tel econference) spoke in opposition to HB
110. He suggested giving tax credits after production of
the oil. He wanted revenue to be used to provide |ong-term
support in the state.

7:08:56 PM

TOM LAKOSH (via teleconference) voiced opposition to HB
110. He thought the bill would be unconstitutional, as it
would not wuse resource to the maxinmum benefit of the
Al askan people. He did not think production would be
i ncreased by reducing taxes. He did not want Alaska to try
and conpete with countries that were able to bribe oi
conpani es. He suggested investing the noney in refineries
on the North Sl ope.

7:14:28 PM

MERRI CK PI ERCE (via teleconference), spoke in opposition to
HB 110. He suggested dividing up the noney and giving each
Al askan $3,000, or investing the nmoney in a gasline,
resulting in new revenue and adding to the diversification
of the state.
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7:19:29 PM

TIM Tl LSWORTH, FAI RBANKS (via teleconference), voiced
opposition to HB 110. He could support the bill but not
wi thout facts. He supported the oil industry and knew the
state needed jobs. He questioned the nunmber $2 billion. He
did not understand the urgency, as the state has known for
many years about the decline.

7:23: 04 PM

CYNTHI A CEVASCO, FAIRBANKS (via teleconference), urged
support of HB 110. She had concerns about Al aska's econony.
She wanted her children to be able to live in the state.

BUTCH STEIN, FAIRBANKS (via teleconference), <called in
support of HB 110.

RANDY GRI FFI N, FAI RBANKS (via teleconference), voiced
support of HB 110. He provided history of oil taxes. He had
been in favor of ELF and not in favor of ACES. He wanted
Al askans to be smart pigs.

7:29:15 PM

KEN HALL, SELF, FAIRBANKS (via teleconference), spoke in
support of HB 110. He was conmtted to Fairbanks and to the
future of Al aska. He had always worked in oprivate
enterprise in Alaska. He believed Al aska needed to be
conpetitive

7:31:40 PM

DON CGREY, SELF, FAIRBANKS (via teleconference), vocalized
his opposition to HB 110. He had worked as a financial
advi sor. Governor Hammond had al ways enphasi zed that it was
important to renenber who owned the oil originally. The oil
conpani es |ooked out for their shareholders. He did not
thing the anount of taxation under ACES was not
exceptionally heavy. He believed that making changes to
exi sting | aw under ACES woul d be possi bl e.

7:36:29 PM

STU GRAHAM SELF, MAT-SU (via teleconference), ur ged
support of HB 110. He thought the pipeline was capable of
carrying 2.5 tines nore than it was currently. He supported
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a tax reginen that would provide oil conpanies the ability
to explore and develop. He did not believe that the state
would be giving anything away but that the state was
allowing the oil conpanies to keep noney that they had
earned. He believed that the financial stability of the
state depended upon TAPS and the ability to produce on the
Nort h Sl ope.

7:40: 59 PM

CGECFFREY HUMPHREY, SELF, ANCHORAGE (via teleconference),
spoke agai nst the passage of HB 110.

7:41:43 PM

ROGER JENKINS, SELF, ANCHORAGE (via teleconference), was
very supportive of HB 110. He was a constituent of
Representati ve Doogan and had been very inpressed with his
article in the Petroleum News. He discussed Don Young's
pro-stance on the opening of ANWR

Co-Chair Stoltze remarked that it had been very nice to
hear from M. Jenkins.

Representative Doogan relayed that it had been great to
hear Roger's voi ce.

7:45:49 PM

ALLAN DOLYNNY, SELF, ANCHORAGE (via teleconference), voiced
strong support for HB 110. He and his famly |oved Al aska
and he was afraid that they would not be able to remain in
the state if the oil conpanies decided to | eave Al aska.

DEBORAH BROLLINI, SELF, ANCHORAGE (via teleconference),
testified in support of HB 110. She discussed the history
of Alaska and felt there was no longer the |uxury of
substantial oil in the pipeline. She voiced concerns about
her children's future.

7:52:46 PM

CHUCK BECKER, SELF, ANCHORAGE (via teleconference), voiced
support of HB 110. He thanked the nmenbers of the committee
for hearing the public testinony. He was afraid that ACES
had exceeded its optinmal therapeutic effect. He believed it
was inportant to bring industry back to the state.
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7:55:05 PM

LYNETTE MORENO HI NZ, SELF, ANCHORAGE (via teleconference),
testified against HB 110. She felt as an Al aska Native that
former governor Palin had created hardshi ps for Al aska. She
wor ked with honeless children and it was very disheartening
to have to drive the children back in forth to school and
to witness their hardships. She remarked that famlies and
friends were tired of paying the m ddl eman that was the oil
i ndustry.

8:01:54 PM

YOLANDA DE LA CRUZ, SELF, ANCHORAGE (via tel econference)
was opposed to HB 110. She believed that the state wanted
to give away $2 nmillion to the oil conpanies. She remnarked
that Sarah Palin and Sean Parnell had already given away
$500 mllion to the oil comnpanies.

Vi ce-chair Fairclough appreciated all of the opinions that
were heard during the evening.

8: 05: 09 PM

#
ADJ OURNVENT

The neeting was adjourned at 8:05 PM
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