HOUSE FI NANCE COW TTEE
March 25, 2011
3:17 p. m

3:17: 08 PM

CALL TO ORDER

Co-Chair Stoltze called the House Finance Conmmittee neeting
to order at 3:17 p.m

VEMBERS PRESENT

Representative Bill Stoltze, Co-Chair
Representative Bill Thomas Jr., Co-Chair
Representati ve Anna Faircl ough, Vice-Chair
Representative Ma Costello
Representative M ke Doogan

Representati ve Bryce Edgnon
Representative Les Gara

Representative David Cuttenberg
Represent ati ve Reggi e Joul e
Representative Tanm e WI son

VEMBERS ABSENT

Represent ati ve Mark Neuman

ALSO PRESENT

John Soni n, Juneau; Don Smth, Juneau; Stuart Cohen,
Juneau.

PRESENT VI A TELECONFERENCE

Bob Harrison, Ni kiski; WIliam Wrren, Kenai; Janice
Chum ey, N kiski; Crystal Nygard, MatSu Business Alliance
Jean Wbods, Mat Su; Phillip Furbush, Mat Su; Cl arence
Fur bush, MatSu; Ray Tinjum MatSu; Jim Sykes, Palnmer; Marty
Metiva, Self, MatSu; Peter Money, Port Al exander; David
Hopki nson, Anchor age; George  Smal | wood, Honer ; Kati e
Dawson, Honmer; Dave Bachrach, Honer; LuAnne Nel son, Anchor
Point; Jim Nelson, Anchor Point; Mark Marter, Snall
Busi ness Owner, Anchorage; Ellston Laubson, Anchorage;
Mal com Roberts, Backbone 111, Juneau; Lora Reinhold, Eagle
Ri ver; Christopher Stefanovich, Anchorage; Larry Houle,
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Anchorage; WIIl Chinn, Anchorage; Eric Reinhold, Eagle

Ri ver; Edward King, Fairbanks; Aaron Lojewski, Fairbanks;
Brian Hove, Fairbanks; Ken Larson, North Pole; Linda
Set t er ber g, Fai r banks; Bob Hunter, Eagle River; Evan
Row and, Anchor age; Lowel | Hunphr ey, Anchor age; Mar y

Pi gnal beri, Anchorage; Roger Burns, Fairbanks; Hanni bal
Grubis, Fairbanks; Roger C. Burggraf, Fairbanks; Cynthia
Henry, Fairbanks; Cheryl Eluska, Anchorage; Karl Janes,
Anchorage; Kathy Gay, Anchorage; M ke Mcy, Anchorage;
John Lawson, Anchorage; Andrea Veach, Anchorage; Thomas
H ggins, Anchorage; M chael O Connor, Anchorage; Bruce
Harl and, Anchorage; Kim Giffith, Anchorage; Joseph Scott
Sr., Tal ket na; Todd  Brown, Anchor age; Jimry Doyl e,
Anchorage; Dr. Hugh Fate, Anchorage; Andy Bond, Anchorage;
Charlie Powers, Kodiak; Jodie Dom nguez, Anchorage; Ken
Wdner, Matsu; Rhonda Boyl es, Fairbanks; Mke Prax, North
Pol e; Bart LeBon, Fairbanks; Adela Jackson, Fairbanks; Jack
Focose, Kenai; Steven MG oarty, Fairbanks; Bill Johnson,
Anchorage; Ray Metcalfe, Self; Steven Borelle, Executive
Director, Alaska Mners Association; Roy Earnest, Self;
Darl ene Herbert, Self, Fairbanks; Blythe Canpbell, Self;
Tom Maloney, Self; Kelly Wlters, Self; Deidre Cronin,
Sel f; Janet Bounds, Self; John Shively, Self, Anchorage;
Hal Gazaway, Self, Anchorage; Barbara Gazaway, Self,
Anchorage; Paula Easley, Self, Anchorage; Ryan Knight,
Sel f, Anchorage; Mke Sirofchuck, Self, Kodiak; Shannon
Moore, Self, Anchorage; Nei | Bl ack, Self, Anchorage;
Shannon Moore, Self, Anchorage; Brian Newton, President,
Gol den Valley Electric Association, Fairbanks; Al an Batten,
Fairbanks; Tim O Donnell, Self, Juneau; Bertram Smth,
Self, Big Lake; Patricia Anderson, Self, Anchorage; Tom
Hendrix, Self, Palmer; Kathleen Harnms, Self, Mat-Su; Cheri
Gllian, Self, Anchorage; Jack Crockett, Self, Anchorage.

SUMVARY
HB 110 PRODUCTI ON TAX ON O L AND GAS

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

#hb110
HOUSE BI LL 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;
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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
l[imtation on assessnment of oil and gas production
taxes; relating to the determnation of oil and gas
production tax values; making conform ng anendnents;
and providing for an effective date.”

3:17:51 PM

PUBLI C TESTI MONY

BOB HARRISON, NKISKI (via teleconference), spoke in
support in HB 110.

WLLIAM  WARREN, KENAI (via tel econference), voi ced
opposition to HB 110. He called it a give-away. He thought
the oil conpanies could tell the state was worried. He had
concerns about the Trans Al aska Pipeline System (TAPS) and
wanted an all-Alaska line built. He wanted the state to do
busi ness W th conpani es i nterested in Al aska. He
recomended consi dering SB 85.

3:23:30 PM

JANICE CHUMLEY, N KISKI (via teleconference), spoke in
opposition to HB 110. She believed the oil conpanies had
enough breaks, and that there was no guarantee of
additional jobs. She suggested giving the extra noney to
Al askans or investing in sustained energy prograns.

CRYSTAL NYGARD, MATSU BUSI NESS ALLI ANCE (via
tel econference), testified in support of HB 110. She spoke
for a group of businesses in support of the governor's
proposal. She noted the decline of exploration on the North
Slope. She did not think |awrakers were |listening to
i ndustry.

3:27:56 PM

JEAN WOODS, MATSU (via tel econference), voiced support for
HB 110. She wanted Al aska to be "open for business.”
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PH LLI P FURBUSH, MATSU (via teleconference), testified in
opposition to HB 110. He did not think there was a
correlation between state support and investnent nade by
oil companies. He was concerned the income of conpanies was
used for other purposes such as oil-spill clean-up. He
recommended diversifying energy sources and econonc
devel opnent in the state.

3:32: 08 PM

CLARENCE FURBUSH, MATSU (via teleconference), voi ced
opposition to HB 110. He did not want to give noney to oi
conpanies, but wanted to invest in the developnent of
alternative energy.

RAY TINJUM MATSU (via teleconference), spoke against HB
110. He thought oil conpanies should drill and the
| egi sl ature should fill the pipeline. He recommended givVing
financial support when the oil got to the pipe. He
recommended devel opi ng alternative energy.

3:35:11 PM

JI' M SYKES, PALMER (via tel econference), spoke in opposition
to HB 110. He recalled the Economc Limt Factor (ELF) tax,
whi ch was opposed by the oil conpanies at the tinme, but
when it passed, they went on wth business. He did not
think the problem was taxes, but price. He suggested
splitting the profit 50/50 between the state and the oil
conpani es, after paying the federal governnent.

3:39:15 PM

MARTY METI VA, SELF, MATSU (via teleconference), voiced
support for HB 110. He was concerned that dimnished supply
of oil would dimnish the quality of life in Al aska.

PETER  MOONEY, PORT  ALEXANDER (via teleconference),
testified in opposition to HB 110. He thought it would
represent a give-away of state noney. He wanted nore
refineries in the state.

DAVI D HOPKI NSON, ANCHORAGE (via teleconference), spoke in
support of HB 110. He thought the measure woul d be good for
busi ness.

3:44:11 PM
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GECRCGE SMALLWOOD, HOMER (via teleconference), spoke in
opposition to HB 110. He asked for consideration of SB 85
as a substitute.

KATI E DAWSON, HOVER (via tel econference), stated opposition
to HB 110. She felt the oil conpanies were nmaking enough
noney. She felt that citizens were paying for the clean-up
and effects of oil. She believed that giving roll-backs was
unconstitutional. She was concerned about having to give up
the permanent fund dividend and the Iloss of federal
funding. She noted that oil would run out sonme day and felt
oil conpanies should be part of the solution and support
green j obs.

3:48:39 PM

DAVE BACHRACH, HOMER (via teleconference), testified in
opposition to HB 110. He quoted an article in a petroleum
journal. He thought Al aska C ear and Equitable Share (ACES)
was working, and that Alaska could not afford to give
additional noney. He recommending taking the noney and
investing in Alaska and in Al askans jobs. He did not think
oil conpanies would abandon Alaska with the oil at the
current high price. He referred to testinony by the Ofice
of Managenent and Budget (OvB) about an increase in oil
expl orati on.

3:52: 09 PM

LUANNE NELSON, ANCHOR PO NT (via teleconference), voiced
opposition to HB 110. She did not think ACES was a probl em
and believed there were provisions for exploration.

Representative Gara provided his phone nunber to get the
information referred to by M. Bachrach.

Co- Chair Thomas asked that the information be given to the
whol e comm ttee.

JIM NELSON, ANCHOR PO NT (via teleconference), spoke
against HB 110. He noted the difficulties and expense of
building a gasline. He thought the noney that would be
given away to oil conpanies could be wused to build a
gasline and support infrastructure. He referred to those
who were doing well because of ACES.
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3:56: 30 PM

MARK  MCARTER, SMAL L BUSI NESS OMER, ANCHORACGE (via
tel econference), testified against HB 110. He did not want
to give public noney to the oil conpanies. He did not think
the state budget could handle the expense w thout hurting
the citizens. He challenged the legislature to start a new
oil company owned by the state, since the state was al ready
involved in the oil business.

4:01: 26 PM

ELLSTON LAUBSON, ANCHORAGE (via teleconference), testified
against HB 110. He felt that reducing taxes would make the
Al askan asset nore attractive for |everaging.

4: 05: 37 PM

JOHN SONIN, JUNEAU, spoke against HB 110. He felt that
maxi m zing profit would not support human wel fare.

4:07: 02 PM

MALCOM ROBERTS, BACKBONE 111, JUNEAU (via tel econference),
testified against HB 110. He stated concerns about
situations around the globe. He thought it was too soon to
make the decision. Backbone I1l was started by Governor
Hi ckel when BP nmerged with Atlantic Richfield and wanted to
include ARCO, which would have resulted in a conpany
controlling 70 percent of Prudhoe Bay and TAPS. He referred
to history; Backbone Il did not support HB 110, and wanted
to wait until there was nore information

4:10: 11 PM

LORA REINHOLD, EAGLE RIVER (via teleconference), testified
in support of HB 110. She highly recommended a Commonweal th
North report, "Alaska's QI Investnent Tax Structure
Establishing a Conpetitive Alaska." She felt that ACES was
a mstake, and needed to be corrected. She wanted her
children to be able to be enployed in Al aska.

4:12: 23 PM

CHRI STOPHER STEFANOVI CH, ANCHORAGE (via teleconference),
spoke against HB 110. He provided information about the
situation in North Africa; the reason authoritarian reginmes
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have |asted because of the economc nodel used. He felt
control of natural resources should be comonly held by
citizens.

4:14: 27 PM

LARRY HOULE, ANCHORAGE (via teleconference), spoke in
support of HB 110. He believed the architectural business
he worked for was successful because of the oil industry in
the state and was concerned about the decline in
t hroughput. He reported enploynent history, including in
the oil industry. He wanted to incentivize oil conpany
investnment in the state.

4:17:30 PM

WLL CH NN, ANCHORAGE (via teleconference), spoke in
support of HB 110. He felt the lack of North Slope
exploration and devel opnment was a clear result of producers
pushi ng back against current high taxes on oil and gas
production, which was already the npbst expensive in the
worl d. He was concerned about devel opnent outside of Al aska
and bl aned the high taxes. He urged quick action.

4:19:51 PM

ERI C REINHOLD, EAGLE RIVER (via teleconference), spoke in
support of HB 110. He reviewed experience in the oi

i ndustry. He felt that ACES was inefficient in ternms of
pronoting oil devel opnment and unconpetitive. He stressed
that oil prices were high, but oil production was down. He

believed there was still a great deal of devel opnent
potenti al .
4:23:43 PM

EDWARD KING  FAIRBANKS (via teleconference), spoke in
support of HB 110. He supported oil conpanies devel oping
the resource and believed the effort was cooperative.

4:24:37 PM

AARON LQIEWSKI, FAIRBANKS (via teleconference), testified
in support of HB 110. He believed TAPS was Al aska's
economc lifeline and thought incentivizing throughput was
essenti al .
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4:25:12 PM

BRI AN HOVE, FAIRBANKS (via teleconference), testified in
support of HB 110. He referred to a graph showi ng decli ning
oi |l production. He believed the |egislation wuld encourage
nmor e expl orati on.

4:26:35 PM

KEN LARSON, NORTH POLE (via teleconference), spoke against
HB 110. He stressed that oil taxes should remain as they
were. He felt big oil conpanies were pushing their case and
not providing any assurance to the state. He stated
concerns about the high costs of fuel.

4:30: 23 PM

LI NDA SETTERBERG FAI RBANKS (via teleconference), spoke in
support of HB 110. She was concerned about the future of
Al aska and the prospects of her famly in the state.

4:32:09 PM

BOB HUNTER, EAGLE RIVER (via teleconference), testified in
support of HB 110. He was involved in the state's oil and
gas industry as a geologist. In 1989, TAPS production was
strong, but has declined significantly. He wanted new
exploration and devel opnent, which could take many years to
t hr oughput .

4:33:51 PM

EVAN ROALAND, ANCHORACGE (via teleconference), spoke in
support of HB 110. He felt the problem had to be addressed
as soon as possible to get business noving again.

4:34:27 PM

LOVNELL HUMPHREY, ANCHORAGE (via teleconference), testified
in support of HB 110. He felt ACES had put his famly's
future at risk. He pointed to other tax incentives that had
worked in the state.

4:35:47 PM

MARY Pl GNALBERI, ANCHORAGE (via teleconference), spoke in
support of HB 110.
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4:36:46 PM

ROGER BURNS, FAIRBANKS (via teleconference), testified
against HB 110. He reported experience working for Shel
G1l, which had to shut down production. He stressed that a
corporation's mssion was to maximze profits and was
concerns about giving them nore noney.

4:38:55 PM

HANNI BAL GRUBIS, FAIRBANKS (via teleconference), spoke
against HB 110. He did not think the nunbers added up. He
believed the decision was premature. He felt HB 110 was
based on politics and not econom cs.

4:41: 07 PM

ROGER C. BURGGRAF, FAI RBANKS (via teleconference),
testified in support of HB 110. He thought ACES needed to
be reformed. He was concerned that Al aska be conpetitive in
the world nmarket, and thought incentives were needed
because of the expense of operating in the state.

4:43: 38 PM

CYNTHI A HENRY, FAIRBANKS (via teleconference), spoke in
favor of HB 110. She spoke as a business owner and was
concerned about economi c instability in the state.

4:46: 55 PM

CHERYL ELUSKA, ANCHORAGE (via teleconference), spoke in
support of HB 110. She wanted a future for her famly and
friends.

4:48: 03 PM

KARL JAMES, ANCHORAGE (via teleconference), testified in
support of HB 110. He believed all businesses wanted to
make a profit. He thought |ower progressivity would
stinmul ate econom c activity.

4:51: 21 PM
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KATHY GRAY, ANCHORAGE (via teleconference), spoke in
support of HB 110. She did not feel progressivity was
wor ki ng and wanted ACES to be revanped as soon as possible.

4:53: 03 PM

M KE  MACY, ANCHORAGE (via teleconference), testified
against HB 110. He felt the underlying assunption that the
gi ve-away woul d encourage exploration was w shful thinking.
He felt big oil conpanies preferred to look for big oil
deposits ("elephants") and felt that the conpanies would
spend the $2 billion per year outside the state. He urged
the legislature to ask the Regulatory Conm ssion of Al aska
to investigate whether any of the significant decline was
politically notivated and therefore artificial. He listed
reasons why he did not believe that gas was not being
devel oped in the state.

4:57:29 PM

JOHN LAWSON, ANCHORAGE (via teleconference), testified in
support of HB 110. He stated concerns about the economc
future of his children w thout enough throughput.

4:58: 53 PM

ANDREA VEACH, ANCHORACGE (via teleconference), testified in
opposition to HB 110. She read from an article by Ctizens
for Tax Justice, "Wiat G| and Gas Conpanies Extract from
the American Public.” The article states that:

The evidence indicates that the public receives very
little benefit in return for subsidizing oil and gas
through the tax code. People associated with the oil
and gas industry often argue that the tax breaks they
enj oy encourage them to l|locate and extract nore oil
and gas, which allows themto increase supply and thus
keep energy prices down below the level they would
otherwi se reach. But anong the largest five oi

conpanies, less than 10 percent of profit goes to
exploration for new oil fields. H gh profits do not
encourage exploration. In fact, in the top five oil

conpani es, managers direct nost of their excess cash
to dividends and stock repurchases, both of which
drive up the conpanies’ share prices and the
executives' stock option values. The percentage of net
profits directed t owar ds di vi dends and st ock
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repurchases for the top five oil conpanies was 58
percent in 2005, 73 percent in 2006, and 72 percent in
2007, 71 percent in 2008, and 89 percent in 2009.
These figures are high in conparison to other
industries. To the extent that tax |oopholes targeting
the oil and gas industry boost their profits, there is
no evidence that the additional profits lead the
conpanies to explore for nore oil so that they can
i ncrease the supply.

Ms. Veach believed the assunption that the oil conpanies
would so what was hoped for in return for the tax break
coul d be wong.

5:02:11 PM

THOVAS H GA NS, ANCHORAGE (via teleconference), testified
in opposition to HB 110. He did not think the bill should
be conpared to other incentives offered to other
i ndustries. He believed the filmand tourist industries did
not take Alaska away for profit, but brought people to
Al aska. He thought the oil conpanies were making high
profits already and would stay. He encouraged gas
devel opnent .

5:06:16 PM

M CHAEL O CONNOR, ANCHORAGE (via teleconference), testified
in support of HB 110. He disagreed with previous testinony
that nmoney made from the oil industry left the state. He
coomented on the changes resulting from the ACES
| egislation. He did not think ACES was working. He listed
conpanies that had conme to the state to explore and the
money they had spent to develop the resource. He pointed
out that the new conpanies had not spent noney. He thought
the first priority was to keep oil flowing in the pipeline
and that incentives alone would keep big oil conpanies in
the state. He noted that 71 percent of oil revenue went to
the state or federal governnent.

5:10: 26 PM

BRUCE HARLAND, ANCHORAGE (via teleconference), testified in
favor of HB 110. He described experience in the industry.
He stated that investnent decisions that oil conpani es nade
were long-lead itens, and that conpanies were conpeting on
a world-wide market for infrastructure projects. He thought
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the legislation would inprove the investnment climate in the
st at e.

5:13: 01 PM

KIM GRI FFI TH, ANCHORAGE (via teleconference), testified in
support of HB 110. She wanted her famly to have
opportunity in the state and believed the |egislation was
necessary as soon as possible.

5:14: 39 PM

JOSEPH SCOTT SR., TALKETNA (via teleconference), testified
in opposition to HB 110. He saw the legislation as a
violation of ethics because of conflict of interest for the
governor. He also felt that noney should not be given to
oil conpanies, as it would treat for-profit conpanies as
t hough they were nonprofit, charity organizations. He did
feel sonething needed to be done, but that HB 110 was not a
| egitimate sol ution.

5:17:14 PM

TODD BROWN, ANCHORAGE (via teleconference), testified in
opposition to the legislation. He pointed to large profits
made by oil conpanies and questioned testinony that 70
percent of the profit stayed in the state. He spoke about
strategies in North Dakota to build an infrastructure to
make profit. He urged a | arger perspective.

5:21: 06 PM

JI MW DOYLE, ANCHORAGE (via teleconference), testified in
support of HB 110. He discussed experience wth business.
i nvest nent .

5:22:20 PM

HUGH FATE, ANCHORAGE (via teleconference), testified in
support of HB 110. He spoke about nations in the Mddle
East that were suffering as a result of poor tax
structures. He described the business practices of oil
conpanies, and stated that those who have the | owest
expenses and the highest profit margins get the nost noney.
He rem nded the commttee that there was both fact and
fiction in testinony.
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5:25:15 PM

ANDY BOND, ANCHORACE (via teleconference), testified in
support of HB 110. He spoke as an engineer and conpared
doing business in Texas wth doing business in Al aska
related to investnent. He believed progressivity was a
probl em for conpanies. He spoke to declining throughput. He
wanted increased tax credits for new investnent and reduced
progressivity at high oil prices.

5:27:29 PM

CHARLI E POAERS, KODI AK (via teleconference), testified in
support of HB 110. He described Alaskan |ifestyle for
i ndividuals and conpani es. He stated concerns about
declining throughput in TAPS. He believed that investnent
dollars followed the highest return; since 90 percent of
the state's revenue was fromoil, he felt it was essentia
to make tough deci sions and focus on becom ng conpetitive.

5:30: 38 PM

JODI E DOM NGUEZ, ANCHORAGE (via teleconference), testified
in opposition to HB 110. She thought it was good business
for oil and gas conpanies to pay |less taxes; she wanted
legislators to treat Alaska like a conpany and protect the
state's assets.

5:31: 52 PM

DON SM TH, JUNEAU, spoke in opposition to HB 110, unless it
was anmended. He supported the oil industry. He supported an
incentive program rather than a straight reduction of
taxes. He did not want the profit to go outside the state.
He suggested anmending the bill with incentives.

5:35:19 PM

STUART COHEN, JUNEAU, testified in opposition to HB 110. He
agreed oil was inportant in the state, but questioned the
bill's ability to acconplish what was needed. He pointed

out that the bill would give a blanket tax deduction for
al | producti on, including areas that were al ready
developed. He felt the bill would reward conpanies for

sitting on devel opnents already made and would not require
new exploration or the creation of new jobs. He did not
think it was good business to have vague prom ses. He
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guestioned a plan that would create a $2 billion budget
deficit.

5:39:42 PM

KEN W DMVER, MATSU (via teleconference), testified in
opposition to HB 110. He was not opposed to changes in the
tax system but he thought the changes should be made by
non-partisan experts in the field. He suggested that the
| egislation be conpletely rewitten. He wanted sonething
back fromthe oil conpanies in exchange for the funds.

5:41: 30 PM

RHONDA BOYLES, FAI RBANKS (via teleconference), testified in
support of HB 110. She admtted that the bill needed
amending, but believed it was a step in the right
direction. She stated that ACES had to be corrected and
that the tax incentive was essential for the strength of
the econony of Alaska. She referred to sonmeone from North
Dakota who had said that North Dakota "was taking Al aska's
oil industry and doing sonmething wth it." However, North
Dakota did not have the infrastructure. She stated
concerns.

5:46: 29 PM

M KE PRAX, NORTH POLE (via teleconference), testified in
support of HB 110. He believed the best strategy was
viewing the oil conpanies as partners and not conpetitors.
He thought oil prices were a bit high and needed to be
adj ust ed.

5:48: 48 PM

BART LEBON, FAIRBANKS (via teleconference), spoke in
support of HB 110. He urged the imedi ate passage of the
legislation. He <cited long experience as a banker in
Fai r banks. He believed that wthout action, the oi
conpani es would | eave Al aska. He stated concerns about the
declining TAPS t hroughput .

5:51:26 PM

ADELA JACKSON, FAIRBANKS (via teleconference), spoke in
support of HB 110. She wanted to devel op Al aska's resources
responsibly and to diversify the econony. She spoke in
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favor of the mining industry. She believed the |egislation
would bring investnent back to Alaska and stinulate the
econony. "No oil, no jobs, no future, no way."

5:52:52 PM

JACK FOCOSE, KENAI (via teleconference), testified in
support of HB 110. He believed that incentives and tax
breaks worked and cited the experience of a conpany that
had nmoved to North Dakota. He spoke in support of past
deci sions for Cook Inlet tax breaks.

5:54:22 PM

STEVEN MCGROARTY, FAIRBANKS (via teleconference), spoke in
opposition to HB 110. He listed expected exploration plans
by conpanies for the near future and stated that Al aska
would continue to provide good options for oil industry
i nvest nent . He suggest ed fundi ng hydr opower , W nd,
geothermal , tidal power projects and roads-to-resources for
m neral devel opnent and ice-road access to villages, which
could create annual sustainable jobs in rural Al aska and
bring down the cost of fuel for the villages.

5:57:15 PM

BILL JOHNSON, ANCHORACGE (via teleconference), testified
against HB 110. He referred to industry testinmony and did
not think there would be exploration by the big conpanies.
He stated concerns about TAPS infrastructure. He wanted the
state to look at developing other industries. He did not
believe that the state would see a gasline built.

6: 00: 49 PM

RAY  METCALFE, SELF (via teleconference), voiced his
opposition to HB 110. He had been in the |egislature when
ELF was passed. He had been skeptical of the bil

originally and regretted voting for it. He told a persona
story about his experience tracking down a nenp put out by
Sohio (BP in Alaska) telling stockholders how much noney
was being made from Al askan investnents, the opposite of
what their |obbyists had been telling legislators. He
believed that ELF had cost the state $100 billion over the
past 30 years. The people involved in the passage of the
bill went on to work for oil conpanies. He thought it was
inmportant to |ook at why the newspapers in Anchorage and
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Fai rbanks had not published profits that were made by the
oil conpanies. He stated that Exxon, ConocoPhillips, and BP
(and others) had signed contracts in Iraq to produce their
oil for less than $2 per barrel, while they were getting
$20 in Alaska. He did not want tax breaks to be given to
t he conpani es except on the increase.

6: 07: 05 PM

STEVEN BORELLE, EXECUTI VE Dl RECTCR, ALASKA M NERS
ASSCCI ATION (via teleconference), testified in support of
HB 110. He did not believe that anything except oil flow ng
t hrough the pipeline would ensure the security for Alaska's
future.

6: 08: 06 PM

ROY EARNEST, SELF, ESTER (via teleconference), was opposed
to HB 110. He agreed with M. Metcalfe. He pointed out that
the information referred to was open to the general public.
He understood the information and was not swayed by people
| obbying for the oil conpanies. He did not believe that the
oil would dry up or disappear. He felt that tax breaks to
the oil conpanies were ridicul ous.

6:10: 01 PM

DARLENE HERBERT, SELF, FAI RBANKS (via teleconference),
vocal i zed her opposition to HB 110. She did not believe
that oil conpanies cared about Al askans or the legislators
and only cared about their stockholders. She told a
personal story about several visits to the North Sl ope. She
had recently been to the job fair in Fairbanks and she
enphasi zed that there were a significant anmount of jobs
avai l able in Fairbanks. She believed that Al aska was too
dependent on oil .

6:13:19 PM

BLYTHE CAMPBELL, SELF (via teleconference), supported HB
110. She did not agree that taking noney away from private
i ndustry woul d benefit Al askans. She believed that the need
for legislators to be reelected every two or four years
made it difficult for them to take a long view of the
econony in Al aska. She wanted to nmake HB 110 retroactive to
January 2011 and start another oil boom
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6:15:20 PM

TOM MALONEY, SELF (via teleconference), stated his support
of HB 110. He referred to earlier testinony in Anchorage on
the legislation; he felt it was unani nous that people felt
changes were needed in ACES. He referred to a report by
Commonweal th North (pages 5 and 12):

If Alaskans are to nmamintain their present |evel of
econonmi ¢ wel | -being, the governor and |egislature nust
make increasing oil production the highest priority.
Nationally, there is a growing awareness of the
detrinental inpact high taxes can have on the private
sector and thereby the general econony. Al aska has the
opportunity to heed this inpact by naking inprovenents
to the current oil tax structure. Now is the tine to
act while there is still an opportunity to strengthen
Al aska's econony through increased oil production.
..100 percent of the tinme, the Departnment of Revenue's
forecasts have been too high in predicting oi
producti on.

M. Mal oney questioned whether TAPS would still be
operating in five years without greatly needed changes.

6:17:27 PM

KELLY WALTERS, SELF (via teleconference), testified against
HB 110. He did not want the conmttee to pass the bill
before it had all of the data and facts. He referred to
testinony made by Comm ssioner Sullivan of the Departnent
of Natural Resources (DNR). He believed that it was
inportant to pronote Alaska and that it was a great place
to do business. He referred to high rankings for the state.
He clained that the devel opnent of wells and enploynent
under ACES was up. He noted that Repsol was investing
three-quarters of a billion dollars on exploratory wells in
new fields on the North Sl ope, and G eat Bear Petrol eum and
ot her conpani es had production plans as well.

6:21:56 PM

DEI DRE  CRONI N, SELF (via teleconference), enphasi zed
support of HB 110. She reported that she worked in the non-
profit sector and wanted to raise their children in Al aska.
She was concerned that there had only been one well drilled
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during the current year, while North Dakota was doing well.
She t hought Al askans should be proud to be an oil state.

6:23:18 PM

JANET BOUNDS, SELF (via teleconference), voiced support of
HB 110. She felt there was a lack of work in the
construction sector. She believed there needed to be
incentive for the oil industry to do business in Al aska.

6: 24: 48 PM

JOHN SHI VELY, SELF, ANCHORAGE (via teleconference), was in
favor of passage of HB 110. He discussed history of oi
taxes of as a former Conm ssioner of DNR He had believed
there was a need to adjust the tax system when ACES was
bei ng devel oped, but felt the focus went fromtrying to fix
the problem to trying to punish the oil industry. He
believed the punitive tax system had to be fixed and that
the evidence showed (in the Frasier Report) that oi
conpanies did not want to invest in Al aska on-shore.

6: 26: 36 PM

HAL GAZAVAY, SELF, ANCHORAGE (via teleconference),
testified that he was against HB 110. He felt that under
ELF, Al aska had sone of the cheapest oil in the world and
that under ACES, the state was conpetitive. He did not see
that the bill was supported by commitnent from any oi
conpany to drill nore or bring nore oil into the pipeline.
He pointed out that he would not m nd payi ng nore taxes.

6: 28: 14 PM

BARBARA GAZAWAY, SELF, ANCHORAGE (via teleconference), was
opposed to HB 110. She did not buy all of the "gloom and
doont that was being put out by the oil corporations and
others in the state. She felt the corporations were naking
a lot of noney, including through tax subsidies, which were
distributed to shareholders instead of being used for
research and devel opnent of alternatives. She noted that
net profits had gone from 58 percent in 2005 to 89 percent
in 2009. She did not think the bill would require new
devel opment in exchange for the $2 billion "gift." She
pointed out that the non-partisan Tax Foundation 2011
report had ranked Alaska as second in having the best
climate for business.
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6:31:42 PM

PAULA EASLEY, SELF, ANCHORAGE (via teleconference), spoke
in support of HB 110. She referred to friends in business
who wanted to leave California because of so nuch
regul ation, but the econony there was so diverse. She
poi nted out that Alaska had only one major industry. She
wanted to elimnate ACES for a couple years and see whet her
the oil conpanies increased exploration and devel opnent; if
t hey did not, ACES could be brought back.

6: 33: 36 PM

RYAN KNI GHT, SELF, ANCHORAGE (via teleconference), urged
agai nst the passage of HB 110. She pointed out that the
country was in a recession and she did not want to put the
noney into oil conpanies. She wanted the nobney to go
t owar ds j ob devel opnent.

6: 35:22 PM

M KE SI ROFCHUCK, SELF, KODI AK (via teleconference), voiced
opposition to HB 110. He wanted nore information before
maki ng the decision. He believed the oil conpanies were
maki ng high profits and were interested in increasing those
profits, which would be at the expense of the citizens of
Al aska. He pointed out that residents of North Dakota paid
an inconme tax and he believed that Al askans were fortunate
to not have to pay incone tax, because of oil taxes. He
supported tax breaks for new exploration and devel oping
ot her sources of incone, but did not support using the
proposed oil tax structure.

6:37:47 PM

SHANNON MOORE, SELF, ANCHORAGE (via teleconference), spoke
against the legislation. She pointed out t hat t he
previously nentioned Frasier |Institute Report had been
pull ed and was not valid. (Reception interrupted; continued
testi nony bel ow.)

6:39: 05 PM

NEI L BLACK, SELF, ANCHORAGE (via teleconference), urged a
no vote for HB 110. He comruni cated that oil conpanies were
maki ng record profits and received billions of dollars in
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tax subsidies; some did not pay any federal inconme tax. He
pointed out that oil conpanies were conplaining about the
| evel of taxes in North Dakota. He recomended a website
called "fixthetax.org" and believed that oil conpanies were
conpl aining unnecessarily. He noted that Repsol and G eat
Bear Petroleum were comng to the North Slope for
exploration and production, in spite of ACES, and that
there were nore businesses opening in Anchorage. He agreed
that oil was needed in the pipeline, but did not want to
pay nore noney to the conpani es and increase their profits.

6:41:12 PM

SHANNON MOORE, SELF, ANCHORAGE (via teleconference), was
against HB 110. She discussed that the Fraser Institute
Report had originally been used by the admnistration, but
they stopped using it because it did not support HB 110.
She pointed out difference between Al aska and North Dakot a.
She asserted that the legislature held the Al askan people's
collective bargaining for collective mneral rights given
t hrough the state constitution.

Ms. Moore relayed a story about people visiting from
out si de Al aska who had the inpression that Al aska was not a
good place to do business. She believed that the oi
conpanies were "crying poor" in spite of record profits,
and the admnistration had not ever pushed back. She argued
that Al aska was not in a recession and there were current
j obs that were hel ping our econony. She pointed to projects
in various districts that were supporting the private
sector.

Representative Gara thanked M. Mwore and others for
remai ning active in Alaska's politics.

6: 45: 48 PM

BRI AN NEWT ON, PRESI DENT, GOLDEN VALLEY ELECTRI C
ASSCClI ATI ON, FAI RBANKS (via tel econference), spoke in favor
of HB 110. He believed that |owering taxes on the oil
i ndustry woul d increase production and hel p open Al aska for
busi ness.

6: 46: 58 PM

ALAN BATTEN, FAI RBANKS (via tel econference), was opposed to
HB 110. He did not see anything wong with the current tax
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structure in Alaska. He reviewed profits by various
conpanies, which he thought were anple. He thought
investnments had increased as well. He did not believe that
giving away $2 billion to the oil conpanies would inprove
the situation

6:48: 25 PM

TIM O DONNELL, SELF, JUNEAU (via teleconference), stated
opposition to HB 110. He reported that he had worked on the
TAPS pipeline and at Prudhoe Bay, and had helped with the
cl ean-up after the Exxon Valdez oil spill. He addressed the
subject of tax credits for giving jobs to Al askans. He felt
that workers had been used pawns in the gane of taxation.
He referred to anendnents that had been introduced in the
past by Representative GQCuttenberg ained at giving tax
credits for hiring Al askan workers and consistently voted
dowmn. He pointed to HB 82 and SB 71, which were ained at
Al aska hire, which he did not think should be contingent on
passage of HB 110. He did not want the oil industry to be
able to apply for tax breaks by voluntarily hiring Al aska
wor kers, while there were thousands of non-resident jobs in
the oil industry and high rates of unenploynment in the
state.

6:51:57 PM

BERTRAM SM TH, SELF, BIG LAKE (via teleconference), spoke
agai nst HB 110. He believed there was a linmted anount of
oil on the North Slope and that oil prices would continue
to rise as resources becane nore |limted. He referred to
profits made in Libya from oil conpanies. He opined that
Al aska's oil should be kept in state; if not, it should be
paid well for

6: 54: 36 PM

PATRI CI A ANDERSON, SELF, ANCHORAGE (via teleconference),
was against HB 110. She read from the state constitution
about political power and government being inherent in the
people and instituted for the good of the people as a
whol e. In addition, the <constitution stipulates that
natural resources are for the good of the people, not the
good of a conpany. Therefore, the oil was owned by 700, 000
Al askans. She did not believe giving away $2 billion
wi t hout prom se of oil production or Alaskan jobs was for
t he good of the people.
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6: 55: 34 PM

TOM HENDRI X, SELF, PALMER (via teleconference), testified
in support of HB 110. He believed that Al askans should be
able to enjoy a profit, but also acknow edged that
corporations were in Alaska to nmake nobney. He felt that
Al askan roads, schools, and libraries were funded by oil.

6:57: 05 PM

KATHLEEN HARMS, SELF, MAT-SU (via teleconference), was
against HB 110. She believed that giving $2 billion to the
oil conpanies would not help the state. She thought the oil
woul d run out and the oil conpanies would be | ong gone.

6: 58: 27 PM

CHERI G LLI AN, SELF, ANCHORAGE (via tel econference), voiced
support of HB 110. She was concerned that w thout the oi
conpanies, investnment in the state would decline, |obs
woul d di sappear, and people would |eave the state. She
believed that state policies were stifling exploration
devel opnment and developnent by the oil industry. She
bel i eved the support of the oil and gas industry was very
inmportant to businesses in the state. She urged imedi ate
action.

7:00:54 PM

JACK  CROCKETT, SELF, ANCHORAGE (via teleconference),
vocal i zed support for HB 110.

Co-Chair Stoltze thanked the public for their testinony.

HB 110 was HEARD and HELD in commttee for further
consi derati on.

7:02: 15 PM

#
ADJ QURNVENT

The neeting was adjourned at 7:02 PM

House Fi nance Conmmittee 22 03/25/11 3:17 P. M



