HOUSE FI NANCE COW TTEE
March 29, 2011
2:09 p.m

2:09: 32 PM

CALL TO ORDERF

Co-Chair Stoltze called the House Finance Conmmittee neeting
to order at 2:09 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
Representative M ke Hawker (Alternate)
Represent ati ve Reggi e Joul e
Representative Tanme W/ son

VEMBERS ABSENT

(None)

ALSO PRESENT

Representative Alan Austerman; Senator Cathy @ essel;
Senat or Tom  \\goner; Bryan But cher, Comm ssi oner,
Department of Revenue; Cheryl Nienhuis, Petroleum Econonic
Policy Analyst, D vision of Tax, Departnent of Revenue;
Representati ve Eric Fei ge, Chair, House Resour ces
Conmittee.

SUMVARY

HB 110 PRODUCTI ON TAX ON O L AND GAS
CSHB 110(FIN) was REPORTED out of Conmittee with
a "do pass" recomendation and with new zero note

by the Departnent of Natural Resources, new zero
note by the Departnent of Labor and Workforce
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Devel opnent, and new fiscal inpact note by the
Depart ment of Revenue.

#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.”

2:10: 23 PM
Co-Chair Stoltze reviewed the anmendnent and fiscal note
process and stated his intent to report the bill out of
comm ttee.

Representative Gara queried the fiscal note.

BRYAN  BUTCHER, COW SSI ONER, DEPARTMENT OF REVENUE
reviewed the fiscal note. He noted that the departnent
woul d cover pages 2 and 3 of the analysis section and
poi nted out that page 4 provided a side-by-side |isting of
the expected effects of the fiscal note.

Conmi ssioner Butcher detailed that the interest rate on
del i nquent taxes would change from the greater 5 percentage
points, or 11 percent to the |esser of 3 percentage points,
or 11 percent. Over the last three fiscal years, the
average annual net revenue to the state was about $30
mllion in revenue to the general fund and about $111
mllion in revenue to the Constitutional Budget Reserve
(CBR), or about $140 mllion total. Both underpaynents that
a conmpany would have to pay to the state and overpaynents
that the state would have to pay back to a conpany woul d be
af fected. Passage of HB 110 (based on the estimtes of the
past three years) would result in reductions of about $50
mllion to $60 nmillion; the nunber would vary greatly
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depending on the year and the activities. He stressed that
the departnent could not predict either overpaynents or
under paynents.

2:14:14 PM

Represent ati ve Doogan asked what woul d be reduced.

Comm ssioner Butcher responded that the interest rate on
del i nquent taxes would be |lowered from the greater of 11
percent or the fed plus 5 percentage points to 11 percent
or the fed plus 3 percentage points the | esser of.

Representati ve Doogan asked whether the cost to the state
woul d be bigger or snaller.

Comm ssioner Butcher answered that currently, rates were
bei ng conpounded quarterly. The statute referred to a tine
when interest rates were very high; 11 percent was not
unusual. Wth the last few years of low fiscal interest
rate environnents, it was prohibitive on the conpany side
and the state side because of quarterly conpounding. The
anount paid in interest would alnost equal the anount of
the taxes owed if there were a couple years building up

Represent ati ve Doogan queried the $60 m | lion nunber.

Comm ssi oner Butcher answered the anobunt was a ballpark
nunber .

Representative Guttenberg noted that the title of the bil
referred to the interest rate. He hoped the bill was nostly
about increasing exploration, developnent, and production
He queried the effect of the proposed change.

Comm ssi oner Butcher responded that the piece was a clean-
up rather than a change in order to put nore production
into the pipeline. He explained that the departnment had
di scretion (depending on the circunstances) regarding the
anount of taxes paid or owed, but not with the interest.
Di scussions had revealed the opinion that having to pay
such a high interest on an overpaynent or underpaynent in
the current |owinterest environment nmade sense and was not
any fault of the conpany or the state; it mght have had to
do with regul ati on change.
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Representative CGuttenberg wanted to see nore understanding
about the fiscal relationship. He believed the action
should be taken if it nade sense; he did not want to
penal i ze people for wunder- or over-reporting. He thought
there could be a quantitative revenue inpact on sonebody.

2:18:58 PM

Comm ssi oner Butcher thought the change could provide a net
increase to the state in sone years; the departnent stil
felt there needed to be a change.

Representative QGuttenberg did not think the state should
| ook forward to delinquent tax charges, but should be
hel pi ng peopl e.

Comm ssi oner Butcher addressed the second change, dealing
with one of three large policy pieces of the bill: changing
the taxes from the current progressivity rate to brackets
as well as capping them at 50 percent. He pointed out that
the fiscal note showed the change in two different charts.
The first chart focused on production tax only (page 2 of 4
of the fiscal note analysis). The first colum showed the
projected reductions in revenue over the years covered by
the fiscal note (based on the Departnment of Revenue (DOR)
prelimnary spring revenue forecast) and estimtes about
what the numbers would look like if there was an increase
in production. He noted that increased production would
result in an increase in credits as well as spending, which
had been factored in.

Comm ssi oner Butcher continued that the second chart showed
production tax plus total royalties. The first chart only
showed production tax; the second chart included the
royalty piece that would result from increased production
and provided nore of a big-picture view based on production
scenari os.

2:21: 27 PM

Representative Gara directed attention to colum 2 and
asked whether forecasting 5 percent nmeant 5 percent nore
than the forecasted decline. He wondered whether the
forecast of 5 percent neant essentially zero or a 10
percent increase in production, erasing the 5 percent
decline plus adding 5 percent nore.
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Comm ssi oner Butcher answered that the 5 percent forecast
meant 5 percent on the total production nunber; iif the
nunber was $600,000, it would nean a 5 percent increase on
t he $600, 000.

Representative Gara asked whether the nunber was 5 percent
above what was forecast or 5 percent above the current
year's |evel.

Comm ssioner Butcher replied 5 percent above what was
forecast.

Comm ssioner Butcher turned to Analysis 3 (page 3). He
explained that the item had to do with production tax for
areas that had not been commercialized or unitized, of 15
percent with brackets of progressivity up to 40 percent.
The fields were ones that had never had production; the
fiscal note was zero, but the nunber would be positive if
there was any production at all as a result of HB 110. He
enphasi zed that the nunber could not go negative, but there
was not a specific prediction on the potential mllions
that could result.

Representative Gara disagreed with the premse that the
nunber could not go negative. He maintained that the state
could grant a 15 percent tax rate to fields that were
al ready going on line, such as Great Bear, which bought its
| eases in 2010. He thought new production could be spurred,
or a lower tax rate could be given to fields that were
going to go on-line anyway, which would cost the state a
| ot of noney.

Comm ssi oner Butcher responded that he was speaking to
fields that had not been unitized as of Decenber 31, 2008.
He did not expect any of the fields to be at a point to
come on-line, wth or wthout the passage of the
| egi sl ation.

2:24: 07 PM

Comm ssioner Butcher directed attention to Analysis 4, a
provision that would require credits to be taken over two
years. He noted that the provision would be revenue-
neutral; the first year that it took effect, the state
woul d have an entire year during which a conpany would be
taking credit. For exanple, in 2011, conpanies had taken
the last half of the 2010 credit and the first half of 2011
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credit, which would nore or less equal an entire year. He
noted that trying to sort the nunmbers out half-way through
the year had been an extrene burden on the tax division.

Comm ssi oner Butcher turned to Analysis 5, the 40 percent
credit for well-lease expenditures expanded north of 68
degrees North Latitude. He estimated the effect would be
$200 mllion to $400 million annually, which would vary
according to how nuch the credit was used. The nore the
credit was used, the higher the nunber would be, which
woul d be a positive in terns of getting nore production for
the state. The departnment had tried to speculate a higher
nunber with the belief that it would result in a higher
nunber of credits being taken than had been taken recently.
The departnent believed $400 mllion would be on the high
end.

Comm ssioner Butcher noved to Analysis 6, the smal

producer new area developnent and alternative tax credit
for exploration prograns, which would be extended from the
current sunset date of 2016 to 2021. He noted that the item
was added in the House Resources Commttee. The departnent
expected the small producer credits to increase within the

next several years to $40 million to $50 nillion each year;
however, it was extrenely difficult for DOR to estimte
what that would nmean for the state. He said that
ultimately, the tax credits would not come in until between

five and ten years into the future.

Comm ssioner Butcher directed attention to Analysis 7; the
tax information disclosure statute was expanded to include
di sclosures of types of credits clained and types of
expenditures for which the credits were clainmed. He noted
that the item was also added in the House Resources
Commttee. The departnent would be allowed to share
information it collected and analysis with the |egislature.

Comm ssioner Butcher concluded that the |last paragraph
di scussed the addition of tw auditor positions to
adm nister the additional credit and reporting provisions,
starting in FY 13.

2:27:23 PM

Representative GQuttenberg was glad to see the last line in
the fiscal note. He pointed to a comment in 4 regarding
another $100 mllion in funds that would |ikely be sought
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for credit certificates, another coment in 5 regarding
estimates that the provision would decrease annual revenue
based on estimates for drilling costs, and 6 related to
expectations that the small producer credit would increase.
He commented that the departnent had constantly been asked
about the nodeling used and expectations; the consistent
answer had been that there was no way to do nodeling. He
bel i eved sonme nodeling had been done to conme up with the
fiscal note and estimates of changes. He asked for nore
information about the process and information underlying
t he overal |l assunptions.

Comm ssi oner But cher responded t hat page 1 gave
indeterm nate information, because the departnent had been
asked by all the conmittees to give the best estimte. The
departnment felt that a snapshot could be given in sone
situations. For exanple nunber 3 discussed non-unitized
fields with no production, and the departnment did not have
enough information to nake an assunption. Wen dealing with
smal | producer credits, he could look in the very short
termand give at |east a snapshot of the out-years.

Representati ve Doogan pointed to page 4 of the fiscal note
and asked whether the conmittee had gotten the prelimnary
spring 2011 forecast from DOR

Comm ssioner Butcher responded that he expected the
forecast to be out the first week of April. He explained
that the forecast was always put together after March 31,
the true-up date for the previous year and when DOR got the
hard nunbers of what each of the conpanies had spent and
were able to tighten down the nunbers going forward. He did
not anticipate that the nunbers would be nuch different
fromwhat was prepared in the anal ysis.

2:31: 21 PM

Representative Doogan requested nore detail about how
getting nore revenue woul d change the nunbers.

CHERYL NI ENHUI S, PETROLEUM ECONOM C  PCLI CY  ANALYST,
DIVISION OF TAX, DEPARTMENT OF REVENUE, acknow edged the
difficulty in conparing the different nunbers. She stated
the one thing that DOR had "nailed down" on the forecast
related to the adjustnent of the price forecast. She noted
the change in the price forecast from about $8 per barrel
nore for FY 12; the nunber for FY 13 was $7 per barrel

House Fi nance Conmmittee 7 03/29/11 2: 09 P. M



nore. There were differences in the revenue between HB 110
and the DOR forecast. Adjustnments had al so been made to the
production forecast and the cost part, but those were still
bei ng worked on. She referred to recent announcenents about
devel opments by Repsol, G eat Bear, and other conpani es.

Ms. N enhuis believed DOR was |ooking nore long-term for
the first tinme. In the recent past (FY 08 through FY 10),
there had been quite a bit of price volatility; as a group,
they were instructed to look at the near term because
prices were so volatile. The analysis in the fiscal note
presented a longer-term forecast; DOR was trying to nmake
sure production and cost forecasts were reasonable, given
all the assunptions.

2: 34: 38 PM

Represent ati ve Doogan asked whether the fiscal note was the
sane as the last tine the conmttee had |ooked at it; it
ran from $200 mllion to $400 mllion in FY 12 to over $2
billion in FY 17.

Comm ssioner Butcher responded that the nunbers were
updated from the original fiscal note that cane into the
commttee with the bill, which had been based on the DOR
fall forecast. The nunbers in the current bill were updated
to the prelimnary spring forecast.

Representative Doogan believed the nunbers in the fiscal
note currently before the commttee had been seen before in
| ast coupl e of days.

Conmi ssioner Butcher replied that the nunbers had been
presented on Saturday [March 26] for the first tine.

Conmi ssi oner Butcher pointed to an error on page 4 of the
fiscal note. Under nunmber 6 in the description (extend the
smal | producer credits), there was a "125" entered in FY 16
and FY 17 that should have been a negative nunber, because
the credits would be paid out. He added that the total
revenue inpact at the bottomwas correct.

Representative Gara sunmari zed that there would be $287, 000
for 2016 for hiring the auditors, $50 mllion to $60
mllion for changing the interest rate, about $1.4 billion
in lost tax revenue, over $400 million for extra credits,
with a total around $1.9 billion for 2016.
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Comm ssi oner Butcher answered that taking the high nunbers
and factoring in zero new production would produce the
listed nunbers.

Representative Gara stated concerns about a chart on page 2
showi ng what would happen in ternms of |osses to the state.
He did not believe the bill was tailored to increase
production. He indicated the bottom box in 2017 (production
tax plus total royalties) and asked whether the state would
lose $1.2 billion in production taxes if production were
i ncreased by 5 percent.

2: 38: 00 PM

Comm ssioner Butcher replied that the nunber was the
nunber, and woul d al so include additional credits taken out
as a result of production comng on line. He noted that the
nunber did not factor in jobs and prolonging the Trans-
Al aska Pipeline System (TAPS); the focus was specific to
t he production tax.

Representative Gara expressed amazenent. He asked whether
the $1.2 billion in less revenue would include the $200
mllion to $400 mllion in credit costs.

Comm ssi oner Butcher replied that the nunber applied to the
change in production tax; it applied to the brackets and
did not include new 15 percent areas that would not have a
cost but would be | ooking at nore production.

Representative Gara pointed to the 40 percent credit, which
he had heard could cost the state $200 million to $400
mllion per year as well. He asked whether the nunber would
be added to the $1.2 billion |oss.

Comm ssi oner Butcher answered that he would not classify
the nunber as a "loss" as the revenue had not cone in; it
was a projection of potential |ess revenue. He said that
the $200 mllion to $400 million would be added if a big
picture was being put together, but the increased royalty
al so should be added. He stated that the issue was nore
conpl ex than addi ng the negati ves.

Representative Gara stated that the way he read the fisca

note, in 2017, if the bill succeeded in adding 5 percent
production, the state would receive $1.2 billion |ess
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revenue plus another $200 million to $400 nmillion in |ess
revenue because of the 40 percent tax credit; even if the
bill were to increase production by 10 percent (although
there was no evidence presented that it would), according
to the bottom box, the state would lose $914 nillion in
production taxes, plus $200 nmillion to $400 mllion in

credits. He summarized that if the bill worked, the state
woul d | ose over $1 billion per year.
2:40: 46 PM

Comm ssi oner Butcher responded that the argunent was not
considering that part of the negative nunber involved the
state cashing in credits that would be an investnent into
future-year production. He did not recommend taking a
snapshot of one year w thout acknow edging that the nunber
also reflected nore credits being used for nore exploration
and producti on.

Representative Costello queried the chart on page 4 of the
fiscal note. She wondered whether the totals assumed no
increase in production and represented the worst-case
scenari o and corresponded to the top chart on page 2.

Conmi ssioner Butcher responded in the affirmative; the
changes to the bill would be assuned as well as no new
production, which neither he nor the governor considered
was a realistic scenario.

Representative WIson addressed the job issue related to
service industries as well as the conpanies. She wondered
whet her there would be noney brought in through corporate
taxes to the state.

Comm ssioner Butcher responded in the affirmative and
stated that he believed the point was inportant.

Representati ve WIson asked whether the purpose of the bill
was good- payi ng j obs.

Comm ssi oner Butcher agreed. He explained that experienced
Al askans were losing jobs and were leaving the state to
search for work.

Representative WIson believed whole conpanies were noving
out-of -state. She wondered whether there were nore |obs
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offered in the developnental stage of the oil fields, as
opposed to the exploration stage.

2:43:59 PM

Comm ssi oner Butcher responded that the question would be
better answered by the Departnment of Natural Resources
( DNR) .

Ms. N enhuis answered that a developing field could
possi bly provide nore enpl oynent.

Representative WIson believed that nore service groups
were connected wth developing infrastructure, including
roads.

Representative Doogan wanted to add to the question by
Representative WIson. He wondered what additional revenue
would be brought in through corporate inconme tax from
conpani es that hired workers.

Comm ssi oner Butcher replied that he had been referring to
other taxes not included in the fiscal note, such as
production and property taxes.

Representative Doogan restated his question. He relayed
that the comm ssioner had told Representative WIson that
ot her revenue existed besides the incone in the fiscal note
that ought to be accounted for in terns of what would
happen if the state gave noney to the industry and it
produced jobs. He asked how much additional income there
m ght be.

Comm ssi oner Butcher summarized that the question was about
possi ble additional incone to the state other than the
production tax incone. He thought Representative WIlson's
guestion was related to a multiplier effect for the state
econony of creating oil jobs.

Representati ve Doogan asked Representative WIlson to help
out .

Representative Wl son stated that she had been referring to
the service industry aside fromthe oil conpanies; she had
assuned they paid other taxes that were not factored into
the fiscal note.
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Comm ssi oner Butcher responded that the taxes referred to
were corporate and property taxes.

Represent ati ve Doogan asked what the additional taxes would
be worth.

Comm ssi oner Butcher responded that DOR had yearly listings
of what the state received through various taxes. He
offered to get nore information to the conmttee.

2:48: 57 PM

Vice-chair Fairclough directed attention to page 86 of the
DOR fall revenue forecast, which indicated the nunbers were
$80 mllion for general corporate taxes and $447.9 nillion
for petrol eum corporate taxes.

Representative Doogan wondered what the increment was
worth. He referred to the argunent that the state would get
nore activity that would generate nore noney. He queried
the departnent's expectation of the increnent of additional
t axes.

Comm ssi oner Butcher asked whether Representative Doogan's
guestion related to the departnent's estimte of additional
t axes based on future devel opnents.

Represent ati ve Doogan agreed. He recogni zed that answering
the question could be difficult, but it had been brought
into the discussion.

Comm ssioner Butcher replied that he had sinply been
agreeing wth Representative WIson when she said that an
increase in activity and jobs would bring nore incone into
the state. He offered to produce a nmatrix conparing
increases in oil and gas production tax to increases in
corporate tax for service conpani es.

Represent ati ve Doogan waved the white flag on the question.

Representative Gara referred to the subject of jobs. He
realized that the commttee had never heard from the
Depart ment of Labor and Wbrkforce Devel opnent (DLWD), which
had given him the latest forecast of oil and gas jobs in
the state. He maintained that the nunbers indicated that
the forecast for jobs in 2010 was 20 percent higher than
under the prior tax system In 2006, jobs were at 10,100
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in 2005 under the Economic Linmt Factor (ELF) system jobs
were at 8,700; in 2010, jobs were at 12,700. He did not
think that a 4,000 increase by 2010 sounded |ike the job-
| oss case that DOR had been maki ng.

2:52: 39 PM

Co-Chair Stoltze appreciated the information, but wanted to
direct attention to the fiscal note.

Representative Gara pointed to the fiscal note as it
related to jobs. He noted that page 2 included the inpact
of increased production on royalties, which he thought was
fair. The departnment forecasted that the state would take
in $1.2 billion less in production taxes and $200 mllion
to $400 million less fromcredits if the bill resulted in 5
percent nore production. He believed taking in $1.4 mllion
| ess each year would negatively inpact service jobs in the
state; he wondered whether that had been factored in.

Comm ssi oner Butcher responded that the state would have in
excess of $10 billion in the CBR at the end of a ten-year
period, assuming the prelimnary spring forecast, the
passage of HB 110, no new developnent in the next ten
years, and factoring in the Legislative Finance estinmte on

budget increases. He added information from DLW on
compari sons of cal endar - year unenpl oynent i nsurance
claimants; oil and gas industry related claimnts had

tripled in Al aska between 2006 and cal endar year 2010.
Represent ati ve Doogan asked for nore details.

Cormmi ssi oner Butcher answered that in 2006, there were 904
claimants; in 2010, there were 2, 540.

Representati ve Doogan asked whether there had been a rise
in actual enploynment in the oil patch and whether that had
conti nued.

Comm ssioner Butcher replied that there had been a small
increase in total jobs up until 2009; there had been a dip
in 2010. He did not think the increase was "just a blip."

2:56: 24 PM

Representative Hawker pointed to page 6 of DLW s Al aska
Economic Trends (January 2011), which highlighted that
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"l ess oil production neans nore risk.the problem of |ow
production increases uncertainty of its potential economc
growh." He noted that Section 8 addressed how oil was no
longer fueling the state's expansion. He wanted the
conmttee to have the nost current information

Representative Hawker also had a technical point. He
believed the state was in uncharted territory with HB 110
He did not think the state had ever considered a reduction
in the level at which governnent would confiscate wealth
from the private sector; the state had increased what it
took. He thought the film tax credits were a "spectacul ar
exhibit to the contrary"; the state had given $100 nmllion
to the filmindustry.

Representati ve Hawker referenced 2013 and 2014 information
from the DOR chart presented during the departnent's March
26 hearing before the conmttee related to revenue was
antici pated under Al aska C ear and Equitable Share (ACES)

He pointed to the original fiscal note that had acconpani ed
the ACES legislation to the final vote on the floor of the
Senate. He reported that during the debate on the ACES

bill, the outside realm considered for oil prices had been
$80 per barrel; ACES was never "stress-tested" at higher
oil prices for consequences to the industry and the
econony.

Representative Hawker detailed that CSHB 2001(FIN had

proj ected production tax revenue for 2013 at $1.9 billion
currently the projection for 2013 was $3.1 billion. He
believed the difference was $1.2 billion nore that would be

taken from industry in 2013 than was voted on in the ACES
bill.

3:00:42 PM

Representative Hawker noted that the worst-case scenario
(no production increase, the adjustnents, the reduction in
government take from the private sector, the loss of as

much as $500 million) and pointed out that the state was
already taking in $1.2 billion nore than what was
anticipated when the bill passed. He believed the factors

should be taken into consideration when eval uating whether
the state had reached a l|evel of overtaxing. He noted that
the sane nunber worked for the year 2014. The state was
currently taking in $1.7 billion nore than what was
originally voted on in ACES. He thought there had been
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conpel ling testinony about reducing taxes. He stated that
he did not subscribe to the theory of taxing industry into
production, but to a nore free-market concept that |owering
t axes woul d i ncrease production.

Represent ati ve Hawker addressed what notivated industry. He
poi nted to Bl oonberg news published March 29, 2011, related
to the United Kingdomis increase in its taxes on oi
production profits from 50 percent to 62 percent. He
reported that Statoil in Norway had officially announced
putting a $10 nmllion plan to develop the Mariner and
Bressay fields in the UK on hold, saying it was less likely
to buy British assets after a tax increase.

Representative Hawker recalled the two-tiered graph seen
previously by the committee related to UK oil production;
he referred to the last tine the UK wanted to use noney to
pay for social prograns. The UK had elimnated the high-
production profits tax on new oil field devel opnment and the
North Sea production rose even higher than wunder the
exi sting tax regine.

Represent ati ve Hawker sunmarized that HB 110 represented an
investnment in a sustained and robust Al askan econony, and
not a give-away. He believed the fiscal note pointed in the
right direction.

3:04: 37 PM

Representative Gara noted that the job nunbers he had
referred to earlier had conme from DLWD and were from July
2010; the nunmbers showed jobs were 27 percent higher than
t hey had been in 2005.

Co-Chair Stoltze turned attention to the anmendnents for HB
110. He noted that Anendnents 1 and 2 would be held back
for the tine being.

Representative Gara MOWED Anendnent 3, 27-GH1007\I. 11,
Bul | ock, 3/28/11 (copy on file):

Page 1, lines 1 - 8:

Delete all material and insert:

""An Act relating to a tax credit applicable to
the oil and gas production tax based on capital
expenditures; relating to the alternative tax credit
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for oil and gas exploration; and providing for an
effective date.""

Page 1, line 10, through page 20, line 25:
Delete all material and insert:
"* Section 1. AS 43.55.023(a) is anmended to read:
(a) A producer or explorer nmay take a tax
credit for a qualified capital expenditure as
fol |l ows:

(1) except as |limted by (p) of this
section, notwthstanding that a qualified capita
expenditure nmay be a deductible | ease expenditure
for purposes of calculating the production tax
value of oil and gas under AS 43.55.160(a),
unless a credit for that expenditure is taken

under AS 38.05.180(i), AS 41.09. 010,
AS 43.20.043, or AS 43.55.025, a producer or
expl orer t hat i ncurs a qualified capi tal

expenditure may also elect to apply a tax credit
against a tax levied by AS 43.55.011(e) in the
anmount of 20 percent of that expenditure;
however, not nore than half of the tax credit may
be applied for a single cal endar year;

(2) a producer or explorer nmay take a
credit for a qualified capital expendi ture
incurred in connection wth geol ogical or
geophysi cal exploration or in connection with an
exploration well only if the producer or explorer

(A agrees, in witing, to the
appl i cabl e provisions of AS 43.55.025(f)(2);
(B) submts to the Departnment of
Natural Resources all data that would be
required to be subm tted under
AS 43.55.025(f) (2).
* Sec. 2. AS 43.55.023(d) is anended to read:
(d) Except as limted by (i) and (p) of
this section, a person that is entitled to take a
tax credit wunder this section that wshes to
transfer the unused credit to another person or
obtain a cash paynent under AS 43.55.028 nmay
apply to the departnment for transferable tax
credit certificates. An application under this
subsection nmust be in a form prescribed by the
depart nent and nmust i ncl ude supporting
informati on and docunentation that the departnent
reasonably requires. The departnent shall grant
or deny an application, or grant an application
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as to a lesser anount than that clainmed and deny
it as to the excess, not later than 120 days
after the latest of (1) March 31 of the year
following the cal endar year in which the
qualified capital expenditure or carried-forward
annual loss for which the credit is clainmed was
incurred; (2) the date the statenent required
under AS 43.55.030(a) or (e) was filed for the
calendar year in which the qualified capital
expenditure or carried-forward annual [|oss for
which the credit is clainmed was incurred; or (3)
the date the application was received by the
departnment. |If, based on the information then
available to it, the departnent is reasonably
satisfied that the applicant is entitled to a
credit, the departnment shall issue the applicant
two transferable tax credit certificates, each
for half of the amount of the credit. The credit
shown on one of the two certificates is available
for imediate use. The credit shown on the second
of the tw certificates may not be applied
against a tax for a calendar year earlier than
t he cal endar year following the cal endar year in
which the certificate is issued, and the
certificate nust contain a conspicuous statenent
to that effect. A certificate issued under this
subsecti on does not expire.

* Sec. 3. AS 43.55.023 is amended by adding a new

subsection to read:

(p) The amount of credit for a capital
expenditure under (a) of this section for an
expenditure that is also a |ease expenditure
under AS 43.55.165 is reduced by the anount
necessary so that the tax benefit percentage is
not nmore than 85 percent of the capital
expenditure. The amount of credit for a capita
expenditure under (a) of this section that may
not be taken because of the limtation in this
subsection may not be applied in a |ater cal endar
year under (c) of this section and nmay not be
included in an application for a tax credit
certificate under (d) of this section. In this
subsection, "tax benefit percentage" nmeans the
sum of the average nonthly tax rate under
AS 43.55.011(e) for the calendar year in which
the credit is taken and the percentage of the
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capital expenditure that may be taken as a credit
under (a) of this section.
* Sec. 4. AS 43.55.025(a) is anended to read:

(a) Subject to the terns and conditions of
this section, a credit against the production tax
| evi ed by AS 43.55.011(e) IS al | oned for
exploration expenditures that qualify under (b)
of this section in an anount equal to 50 [ONE OF
THE FOLLOW NG

(1) 30] per cent of the total
exploration expenditures [THAT QUALI FY ONLY UNDER
(b) AND (c) OF THI' S SECTI ON;

(2) 30 PERCENT OF THE  TOTAL
EXPLORATI ON EXPENDI TURES THAT QUALI FY ONLY UNDER
(b) AND (d) OF THI' S SECTI ON;

(3) 40 PERCENT OF THE TOTAL
EXPLORATI ON EXPENDI TURES THAT QUALI FY UNDER (D),
(c), AND (d) OF THI S SECTI ON;

(4) 40 PERCENT OF THE TOTAL
EXPLORATI ON EXPENDI TURES THAT QUALIFY ONLY UNDER
(b) AND (e) OF THI'S SECTION;, OR

(5) 80, 90, OR 100 PERCENT, OR A
LESSER AMOUNT DESCRIBED IN (1) OF TH' S SECTI ON,
OF THE TOTAL EXPLORATI ON EXPENDI TURES DESCRI BED
IN (b)(1) AND (2) OF THI'S SECTION AND NOT
EXCLUDED BY (b)(3) AND (4) OF TH S SECTI ON THAT
QUALI FY ONLY UNDER (1) OF TH S SECTI QN .

* Sec. 5. AS 43.55.025(b) is anended to read:

(b) To qualify for the production tax
credit under (a) of this section, an exploration
expenditure nust be incurred for work perforned
after June 30, 2008, and before July 1, 2021
[ 2016], and

(1) may be for seismc or other
geophysi cal exploration costs not connected with
a specific well;

(2) if for an exploration well,

(A must be incurred by an
explorer that holds an interest in the
exploration well for which the production

tax credit is clained,

(B) may be for either a well that
encounters an oil or gas deposit or a dry
hol e;

(O must be for a well that has
been conpl eted, suspended, or abandoned at
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the tine the explorer clains the tax credit
under (f) of this section; and

(D) must be for goods, services,
or rentals of personal property reasonably
required for t he surface preparation,

drilling, casing, cenenting, and |ogging of

an exploration well, and, in the case of a

dry hole, for the expenses required for

abandonment if the well is abandoned w thin

18 nonths after the date the well was
spudded;

(3) may not be for admnistration,

super vi si on, engi neeri ng, or |ease operating

costs; geological or managenent costs; comunity
relations or environnental costs; bonuses, taxes,
or other paynents to governnents related to the

well; costs, including repairs and replacenents,
arising from or associated with fraud, wllful
m sconduct , gr oss negl i gence, crim nal
negligence, or violation of law, including a

violation of 33 U S . C 1319(c)(1) or 1321(b)(3)
(Cean Water Act); or other costs that are

generally recognized as indirect costs or
financing costs; and
(4) may not be incurred for an

exploration well or seismc exploration that is
included in a plan of exploration or a plan of
devel opnent for any unit before May 14, 200S3.

* Sec. 6. AS 43.55.025(k) is anended to read:

(k) Subject to the terns and conditions of
this section, if a claimis filed under (f)(1) of
this section before January 1, 2021 [2016], a
credit against the production tax levied by
AS 43.55.011(e) is allowed in an anmount equal to
five percent of an eligible expenditure under
this subsection incurred for seismc exploration
performed before July 1, 2003. To be eligible
under this subsection, an expenditure nust

(1) have been for seismc exploration
t hat
(A obtained data that t he
conm ssioner of natural resources considers
to be in the best interest of the state to
acquire for public distribution; and

(B) was conducted outside the
boundaries of a production wunit; however,
the anmbunt of the expenditure that is
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otherwise eligible under this section is
reduced proportionately by the portion of
t he seismc expl oration activity t hat
crossed into a production unit; and

(2) qualify under (b)(3) of this

section.
* Sec. 7. AS 43.55.025(c), 43.55. 025(d),
43. 55.025(e), 43. 55. 025(1), and 43.55.025(m are
r epeal ed.

* Sec. 8. This Act takes effect January 1, 2012."
Vi ce-chair Faircl ough OBJECTED.

3: 06: 08 PM
AT EASE

3:29:16 PM
RECONVENED

Representative Gara explained that Amendnent 3 would offer
a different approach than the governor's bill. He
mai ntai ned that there were two ways to approach an attenpt
to increase production on the North Sl ope. He described the
main thrust of the governor's approach as reducing taxes
with the hope that the conpanies would spend the noney in
the state. He did not believe the approach had worked in
2006, when tax rates were very |low and investnent was | ower
and oil production was decli ning.

Representative Gara pointed to an advertisenent taken out
by the state in Petroleum News and said that using credits
attracted investnent; wth credits, the noney had to be
spent in Al aska, Al askans had to be hired, and the activity
had to relate to what the credit was ained at in order for
sonmeone to receive the state's noney.

Representative Gara continued that Anmendnent 3 would raise
the exploration credit to 50 percent and cap it at 85
percent when the other <credits and deductions were
consi dered. The anendnent intended to address the concern
from the admnistration raised at the beginning of the
debate that exploration and exploration wells were down. He
believed the smartest way to increase exploration was to
grant an enhanced credit to encourage conpanies to drill
exploration wells. He enphasized that the conpanies would
not get the noney unless the wells were drill ed.
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Representative Gara argued that the neasure would address
the weakness in the governor's bill, which was that
conpanies could get the noney even if they took it out of
Al aska. The amendnment would require the noney to be spent
inside the state. The anendnent would nake it nore
profitable for a conpany to drill an exploration well.

Representative Gara referred to DOR testinony that
devel opment wells would not get the state out of the
production decline (even though they were at the highest
| evel since 2005 or 2006); new exploration was needed. He
did not believe the governor's bill would lead to new
exploration. He believed the governor's version would | ead
to capital flight; under the nobst recent fiscal note, the
state would lose around $1.5 billion each year, even if
production went up.

Representative Gara thought Amendnent 3 represented a

"smarter way to go." The anmendnent would provide an
exploration credit that required hiring people in Alaska to
do nore exploration, in return for help paying for the
wel | s.

3:33:04 PM

Co- Chai r Stoltze gueri ed mat eri al s handed out by
Representative Gara.

Representative Gara explained that the handout was the
advertisenment taken out by the state making the case that
ACES was working and that the state had been a good partner
for new explorers. He maintained that DOR did not make the
sanme case, but al nost the opposite one.

Co-Chair Stoltze commended DNR for the ad.

Vi ce-chair Fairclough spoke in opposition to Amendnent 3.
She referred to testinony before the conmttee that the
state already greatly incentivized exploration. She
referred to interest by conpanies in taking advantage of
the credits put out by the state for exploration. She
remnded the committee that it had agreed with the House
Resources Committee in accepting an amendnment in the CS
currently before the Finance Conmittee that extended the
years; there were people interested, but she nuaintained
that the state did not vyet have the actual capita

investnment. She referred to interest in the progressivity
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and the severance tax that would have to be paid, which
would nean that they could not yet take the product to
mar ket and sell it.

Vi ce-chair Fairclough enphasized that there were different
phases and different entities that wanted to invest and
were attracted to different conponents of Alaska' s tax
policy for exploration. She argued that the state already
had great exploration credits, but could not get anything
in the pipeline to nonetize, because the entities were
ready to sell to soneone who would have to go to the
capital market and find an investor to invest in the
facilities to take the oil and nonetize it.

Vi ce-chair Fairclough believed the governor's anended bill
before the conmttee would extend the years, as reconmended
by the House Resources Committee, so that there could
possibly be a few nore interested parties. She agreed with
Representative Hawker that the state had never anticipated
the amount of revenue that would cone into the state; the
hi gher 1evel of production was not "stress-tested" at the
hi gher dollar anount per barrel (above $80 per barrel) to
see its effect on the opportunity to attract capital.

Vice-chair Fairclough believed Alaska already offered
excellent incentives for exploration «credits, and so
opposed Amendnent 3.

3:36:49 PM

Representative Hawker testified against Anmendnment 3. He
t hought the goals in the amendnment were |audable, but he
felt the execution was flawed. He addressed the technica
aspects of the anendnent. He thought the first three
sections were basically adding a new limt to the anmount of
credits that could be taken, in the form of a cap. He
pointed to the |anguage on page 2, lines 28 through 30,
which stipulated that to put the cap on the credit, the
anount of the credit for the capital expenditure would be
reduced by another anount that was necessary so that the
tax benefit percentage was not nore than 85 percent of the
capital expenditure. He called the proposal "accounting
alcheny.” He did not know how a person could convert
percentages into hard dollar expenditures. He thought the
sentence was a technical error
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Representative Hawker turned to Section 4, related to
enhancing the majority of the credits, particularly those
affecting the North Slope, from a 30 and 40 percent tier
(depending on certain criteria) to a fixed 50 percent
allowed for exploration expenditures. The section would
del ete an area where the state was taking 80 to 100 percent
of an anount described in (lI) of the section, which he
mai ntai ned would actually lower the credits available. He
believed Section (lI) should be of "grave concern” to those
in Southcentral Alaska, as it was the |anguage added the
prior year intended to create the Cook Inlet land rush. The
provision provided for a substantial incentive for the
first three wunaffiliated persons drilling an offshore
exploration well for the purpose of discovering oil or gas
in the Cook Inlet that drilled deep and penetrated and
eval uated a prospect in the pre-tertiary zone using a jack-

up rig.

Representative Hawker argued that there were at |east two
organi zations that were in the process of working towards
taki ng advantage of the provision already in statute and
getting the vital drilling done. He thought the issue was
keeping the heat and lights on in his comunity and not
letting people "freeze in the dark" while the state tried
to bring the necessary production enhancenents to the Cook
Inlet. He referred to previous discussion and stated that
he did not want to conpromse the issue through a new
statute.

3:40: 54 PM

Representative Quttenberg acknowl edged DNR for the ad
communi cating that Al aska was open for business and "the
nore you invest the |less you pay." He hoped the
adm nistration would continue the trend, and not give the
i npression that the state was cl osed for business.

Representative Quttenberg spoke in support of Anendnent 3.
He believed that there were two parts to the bill and that
the anendnent addressed exploration, the nore inportant
part. He referred to testinony about understanding the
nature of the oil basin, and how little was known. He
wanted to "gold plate” and not "gold fence." He thought the
amendnent would help focus the issue and bring nore
exploration to the state.
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Representative W/ son voi ced opposition to Amendnent 3. She
believed the state was already open for business and that
nmore explorers had cone and drilled, but the key question

was why there was no developnent. She thought the
incentives had to be for the producers. She had |earned
that the Interior had |less than two weeks of heating oil in

reserve if the pipeline shut down. She wanted effort to go
t owar ds devel opnent.

3:45:31 PM

Representative Gara MOWED Concept ual Amendmrent 1 to
Amendnent 3:

Page 3, lines 21-25
Del ete text

Representative Hawker OBJECTED. He argued against rmaking
"conceptual amendnents on the fly." He questioned whether
there could be absolute assurance that the conceptual
amendnment woul d do what it intended to do.

Co-Chair Stoltze acknowl edged that Representative Gra
could not guarantee that, but thought he could clarify his
i ntentions.

Represent ati ve Hawker REMOVED hi s OBJECTI O\

There being NO further OBJECTIQN, it was so ordered.
Representative Gara MOVED Concept ual Amendnent 2 to
Amendnent 3 to include a possible conform ng |[|anguage
change that could be required |l ater in Arendnent 3:

Page 5, line 8
Elimnate the repealer to 43.55.025(1)

There being NO OBJECTION, it was so ordered.

3:48: 29 PM

Representative Gara noted a further need for conformng
| anguage page 2, line 29. He responded to Representative
Hawker's statenent that the 85 percent cap was not clear.
He believed line 29 stated the issue clearly, and said that
a conpany would only get as high as 85 percent of the
capi tal expenditure.

House Fi nance Committee 24 03/29/11 2: 09 P. M



Representative Gara pointed out that ACES had passed over
three years prior. He summarized that all the testinony had
shown that it took five to seven years to get a field from
exploration to being on-line; there had only been three and
one-half years since exploration started. The unopposed
testimony had been that there had been |lots of exploration
on the North Slope. He did not think conpanies would spend
noney on exploration if they did not think there would be
the capital to produce.

Representative Gara enphasized that the three to seven
years needed in order to produce had not passed, and he did
not want to put a stop to a process that was probably
wor ki ng before the necessary tinme needed to get fields to
devel opment .

Representative Gara argued that Amendnment 3 was necessary
(along with another anendnent that was forthcomng) if the
goal was nore jobs, nore exploration, and nore oil in the
pi pel i ne.

3:50: 26 PM

Vi ce-chair Faircl ough MAI NTAI NED her OBJECTI ON to Anendnent
3.

Aroll call vote was taken on the notion.

I N FAVOR: Quttenberg, Doogan, Gara
OPPCOSED: Joul e, Hawker , W son, Costel | o, Edgnon,
Fai rcl ough, Stoltze, Thonas

The MOTI ON FAI LED (8/3). Anmendnent 3 was not adopt ed.

Vi ce-chair Fairclough requested fiscal notes for Amendnent
3 and Anendnent 4. She wanted to know the potential costs
of the proposals.

Representative Gara MOWED Anmendnent 4, 27-GHL007\I. 13,
Bul | ock, 3/28/11 (copy on file):

Page 1, lines 1 - 8:

Delete all material and insert:

""An Act providing for a tax credit applicable to
the oil and gas production tax based on capital
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expenditures for a production facility for new oil and
gas production; and providing for an effective date.""

Page 1, line 10, through page 20, line 25:
Delete all material and insert:
"* Section 1. AS 43.20.043(g) is anended to read:

(g) A taxpayer that obtains a credit for a
qualified capital investnment or cost incurred for
qualified services under this section may not
also claim a tax credit or royalty nodification
for the sanme qualified capital investnent or cost
i ncurred for qgual ified services under
AS 38.05.180(i), AS 41.09.010, AS 43.55.023, [OR]
43.55. 025, or 43.55.026. However, a taxpayer nmay
elect not to obtain a credit under this section
in order to qualify for a credit provided under
AS 38.05.180(i), AS 41.09.010, AS 43.55.023, [OR]
43.55. 025, or 43.55.026.

* Sec. 2. AS 43.55.023(a) is anended to read:

(a) A producer or explorer may take a tax
credit for a qualified capital expenditure as
fol | ows:

(1) except as |limted by (p) of this
section, notwi thstanding that a qualified capita
expenditure may be a deductible | ease expenditure
for purposes of calculating the production tax
value of oil and gas wunder AS 43.55.160(a),
unless a credit for that expenditure is taken
under AS 38.05.180(i), AS 41.09. 010,
AS 43.20.043, [OR] AS 43.55.025, or 43.55.026, a
producer or explorer that incurs a qualified
capital expenditure nay also elect to apply a tax
credit against a tax levied by AS 43.55.011(e) in
the anount of 20 percent of that expenditure;
however, not nore than half of the tax credit my
be applied for a single cal endar year;

(2) a producer or explorer nmay take a
credit for a qualified capital expendi ture
i ncurred in connection wth geol ogi cal or
geophysi cal exploration or in connection with an
exploration well only if the producer or explorer

(A agrees, in witing, to the
appl i cabl e provisions of AS 43.55.025(f)(2);

(B) submts to the Departnent of
Natural Resources all data that would be
required to be subm tted under
AS 43.55.025(f)(2).
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* Sec. 3. AS 43.55.023(d) is anended to read:

(d) Except as limted by (i) and (p) of
this section, a person that is entitled to take a
tax credit wunder this section that wshes to
transfer the unused credit to another person or
obtain a cash paynent under AS 43.55.028 nmay
apply to the departnment for transferable tax
credit certificates. An application under this
subsection nmust be in a form prescribed by the
depart nment and nmust i ncl ude supporting
informati on and docunentation that the departnent
reasonably requires. The departnent shall grant
or deny an application, or grant an application
as to a lesser anount than that clainmed and deny
it as to the excess, not later than 120 days
after the latest of (1) March 31 of the vyear
followng the cal endar year in which the
qualified capital expenditure or carried-forward
annual loss for which the credit is clainmed was
incurred; (2) the date the statenent required
under AS 43.55.030(a) or (e) was filed for the
calendar year in which the qualified capital
expenditure or carried-forward annual [|oss for
which the credit is clainmed was incurred; or (3)
the date the application was received by the
department. |If, based on the information then
available to it, the departnent is reasonably
satisfied that the applicant is entitled to a
credit, the departnment shall issue the applicant
two transferable tax credit certificates, each
for half of the anmpbunt of the credit. The credit
shown on one of the two certificates is available
for immediate use. The credit shown on the second
of the two certificates nmay not be applied
against a tax for a calendar year earlier than
t he cal endar year followi ng the cal endar year in
which the certificate is issued, and the
certificate nust contain a conspicuous statenent
to that effect. A certificate issued under this
subsecti on does not expire.

* Sec. 4. AS 43.55.023 is anended by adding a new
subsection to read:

(p) The ampunt of credit for a capital
expenditure under (a) of this section for an
expenditure that is also a |ease expenditure
under AS 43.55.165 is reduced by the anount
necessary so that the tax benefit percentage is
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not nore than 85 percent of the capital
expenditure. The anount of credit for a capita
expenditure under (a) of this section that may
not be taken because of the limtation in this
subsection may not be applied in a |ater cal endar
year under (c) of this section and may not be
included in an application for a tax credit
certificate under (d) of this section. In this
subsection, "tax benefit percentage" neans the
sum of the average nonthly tax rate under
AS 43.55.011(e) for the calendar year in which
the credit is taken and the percentage of the
capital expenditure that may be taken as a credit
under (a) of this section.

* Sec. 5. AS 43.55 is anended by adding a new

section to read:

Sec. 43.55.026. Production facility cost
credit. (a) This section applies to a credit for
a qualified production facility expenditure
incurred before the date of production of oil or
gas in paying quantities for a |ease or property
that is taxable under AS 43.55.011(e) and that
contains land that, as of Decenber 31, 2010, is
not or previously had not been within a unit or
produced oil or gas in paying quantities.

(b) The ampunt of the credit under this
section is equal to 50 percent of the qualified
producti on facility expendi tures t hat are
incurred after the conpletion of the first well
drilled that di scovers a pool capable of
commercial production from the |ease or property
and before the commencenent of production in
payi ng quantities. The depart nent, in
consultation with the

(1) Alaska G| and Gas Conservation
Conmi ssion, shall determne the date on which the
first well drilled discovered a pool capable of
production from a | ease or property for which the
credit is taken; and

(2) Department of Natural Resources,
shall determne the date of the comencenent of
production in paying quantities fromthe |ease or
property for which the credit is taken.

(c) The credit wunder this section may be
applied against the tax due under AS 43.55.011(e)
during the two-year period inmediately follow ng
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the date of the commencenent of production in
payi ng quantities.

(d) A qualified ©production facility
expenditure that is taken as a credit under this
section may not be used as an expenditure for
which a credit may be taken under AS 43.20.043 or
AS 43.55.023. A credit under AS 43.55.023 for a
qual ified production facility expenditure may not
be t aken agai nst t he t ax due under
AS 43.55.011(e) during the same nonth in which a
credit is taken or purchased by the departnent
under this section.

(e) A credit or portion of a credit under
this section my not be wused to reduce a
taxpayer's tax liability wunder AS 43.55.011(e€)
below zero for any calendar nonth. A person
eligible for the credit under this section that
does not take the credit wthin the two-year
period imrediately followwng the date of the
commencenent of production in paying quantities
may apply to the departnent for a cash paynent
under AS 43.55.028. An application wunder this
subsection nmust be in a form prescribed by the
depart nment and nmust i ncl ude supporting
informati on and docunentation that the departnent
reasonably requires. The departnent shall grant
or deny an application, or grant an application
as to a lesser anount than that clainmed and deny
it as to the excess, not later than 120 days
after the date the departnent receives the
application. |If, based on the information then
available to it, the departnent is reasonably
satisfied that the applicant is entitled to a
paynment, the departnment shall issue the cash
paynent or a |esser anount after applying all or
a portion of the credit to any outstanding unpaid
bal ance of a tax owed by the applicant under this
title.

(f) The departnment shall adopt regul ations
describing the procedures for determning the
anount of t he credit, record keepi ng,
verification of the accuracy of the credit
cl ai med, and other regulations necessary to
adm ni ster this section.

(g) In this section,

(1) "production facility" means a fl ow
station, a gathering center, a punp station, a
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storage tank, and related appurtenances, and
other facilities that gather, clean, dehydrate,
condition, or store crude oil, natural gas, or
associ at ed hydrocarbons and that are |ocated on a
| ease or property | eased fromthe state;

(2) "production in paying quantities"
means production of oil and gas in quantities
sufficient to recover the cost of operating and
mar ket i ng, al t hough t he quantity may be
insufficient to recover the cost of drilling;

(3) "qualified production facility
expendi t ur e" nmeans an expendi ture for a

production facility that may be recognized as a
qualified capital expenditure as defined in

AS 43.55. 023.
* Sec. 6. AS 43.55.028(a) is anended to read:
(a) The oil and gas tax credit fund is

established as a separate fund of the state. The
purpose of the fund is to purchase transferable
tax credit certificates issued under AS 43.55.023
and production tax «credit certificates issued
under AS 43.55.025 and to pay for unused credits
under AS 43.55.026 and refunds clainmed under
AS 43. 20. 046
* Sec. 7. AS 43.55.028(g) is anended to read:

(g) The departnent may adopt regulations to
carry out the purposes of this section, including
standards and procedures to allocate available
noney anong applications for purchases and
paynents for unused credits under this chapter
and clains for refunds under AS 43.20.046 when
the total anmount of the applications for purchase
and clainms for refund exceed the anount of
available noney in the fund. The regulations
adopted by the departnent may  not, when
al l ocating available noney in the fund under this
section, distinguish an application for the
purchase of a credit certificate issued under
AS 43.55.023(n), a paynent for an unused credit
under AS 43.55.026(e), or a claim for refund
under AS 43. 20. 046

* Sec. 8. AS 43.55.028 is amended by adding a new
subsection to read:

(1) The departnent, on the witten
application of a person for the paynent of an
unused credit under AS 43.55.026(e) after the end
of the two-year period imediately follow ng the
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date of the commencenent of production in paying
guantities, my use available noney in the oil
and gas tax credit fund to purchase, in whole or
in part, the certificate if the departnment finds

t hat

(1) the applicant does not have an
outstanding liability to the state for wunpaid
del i nquent taxes under this title;

(2) t he applicant's t ot al t ax

l[iability under AS 43.55.011(e) for the cal endar
year in which the application is nade, after

application of all available tax credits, is
zero; and

(3) the purchase is consistent wth
this section and regul ations adopted under this
secti on.

* Sec. 9. AS 43.55.180(a) is anended to read:
(a) The departnent shall study
(1) the effects of the provisions of

this chapter on oil and gas exploration,
devel opnment, and production in the state, on
i nvest ment expendi tures for oi | and gas

expl oration, developnent, and production in the
state, on the entry of new producers into the oi
and gas industry in the state, on state revenue,
and on tax adm nistration and conpliance, giving
particular attention to the tax rates provided
under AS 43.55.011, the tax credits provided
under AS 43.55.023 - 43.55.026 [AS 43.55.023 -
43. 55. 025] , and t he deducti ons for and
adjustnents to |ease expenditures provided under
AS 43.55.160 - 43.55.170; and
(2) the effects of the tax rates under

AS 43.55.011(i) on state revenue and on oil and
gas exploration, developnment, and production on
private land, and the fairness of those tax rates
for private | andowners.

* Sec. 10. This Act takes effect January 1, 2012."

Vi ce-chair Faircl ough OBJECTED.

Representative Gara explained Anendnment 4. He naintained
that two things were needed to get oil in the pipeline,
exploration and the ability to nonetize. He noted that
smal | producers had testified that it was very difficult to
take a noderate-sized field on the North Slope wthout a
production facility and nonetize the oil. A production
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facility was needed, which cost in the tens of billions of
dollars or nore. He thought the state should be a partner
in helping to finance the facilities.

Representative Gara argued that Amendnent 4 would grant a
50 percent <credit for the construction of production
facilities, with a cap of 85 percent with the stackable
credits. He pointed out that there had only been one case
in which a big producer had allowed their processing
facilities to be used by an independent conpany. The state
wanted to spur the devel opment of the necessary production
facilities.

Representative Gara continued that Amendnents 3 and 4 in
conmbi nati on woul d get exploration and then nonetize the oil
t hrough production. He said that nenbers of the |egislature
had made the case that access to processing facilities had
been unfairly blocked; he set that argunment aside for the
nonent. He believed the state should be a partner in
establishing the production facilities needed to get the
oil out of the ground. He wanted the state to give noney
that would not be sent outside the state and to
sharehol ders, but noney that would be tied to Alaska. In
order to wuse the funds that Amendment 4 would nake
avai l abl e, a conpany would have to spend noney in Al aska,
hire Al askan workers, and spend the noney to build
production facilities.

3:55:20 PM

Representati ve Hawker spoke in opposition to Anmendnent 4.
He maintained that the proposed anmendnent would essentially
delete the entire bill that was before the commttee. In
addition, he believed that the specifics of the production
facility cost credit in the anmendnent |ooked famliar, and
he wondered whether there was another piece of |egislation
proposi ng the sane thing.

Representative Hawker pointed to page 4, |line 28, which
di scussed what a production facility was, including such
things as the flow station, gathering center, punp station,
and storage tank. He argued that punp stations were
upstream assets and not downstream assets. He did not
believe the conmttee had had the technical discussion to
be able to understand what the anmendnent could enpower. He
cited the next line, related to definitions of production
and quantities "sufficient to recover the cost of operating
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and marketing." He argued that the commttee had strongly
avoi ded allowing any tax benefits for marketing activities
in any of the tax work done.

Representative Hawker believed that Anmendnent 4 would
require a great deal nore consideration than the commttee
could give it.

Representative Quttenberg spoke in support of Anmendnent 4.

He stated that he had a bill related to the production
facility, and that the bill was nothing l|like the proposed
anendnent. He believed the other bill that was being

contenpl ated was al so nothing |ike the anendnent.

Representative CQuttenberg listed the various aspects of
production facilities. He pointed out that a well could
cost $20 million. The process started with exploration,
with seismic work; there were credits for that. Wen
sufficient oil or gas was found to warrant production, a
road was  built, wells were drilled, pi pelines were
constructed, and the oil was punped to the facilities. In
order to get into a facility, a conmpany had to either nake
a comercial agreenment with sonmeone who already had a
facility, or have findings in sufficient quantities to
finance their own facility.

Representative GQuttenberg noted that one of the smal
explorers who had visited his office had said that they
would either come up with a sound fiscal contract to put
their oil into an existing facility, or build one
t hensel ves. The explorer had nentioned that the existing
facilities were old and had built-in inefficiencies. He
referred to past corrosion problens and enphasized that
sone explorers mght not want to use existing facilities
because of safety issues.

Representative GQuttenberg argued that nmany things had to be
done to oil before a conpany could get it into a pipeline,
which was a comon carrier. For exanple, the sedinents had
to be separated out as well as the gas and water, and the
resulting product had to be at a standard approved of by
Alyeska. In addition, the oil had to be netered because of
tariffs and costs. He enphasized that it was expensive to
build a new facility. He referred to Gubik (100 mles south
of the pipeline) and said a conpany would not want to ship
oil that far and then be charged to ship it through several
legs north and south in order to get to TAPS. A conpany
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would want to build a facility near Gubik, which would
require a small punp station. He questioned why a producer
out on the Colville River (near Umat) would want to pay to
ship all the external and wasteful conponents, such as
wat er and sedi nent.

Representative GQuttenberg pointed out that the state should
give new producers credits related to building a facility
if the state wanted to give new producers opportunities and
the ability to do things efficiently. Once a facility was
in a location, soneone else could explore in that |ocation
as wel | .

Representative CQuttenberg referred to a presentation by
Gaf f ney, Cine & Associates to the House Resources
Comm ttee on February 11, 2011. The presenter had spoken to
how Al aska was perceived as "stranded," which neant that
producers could not get access to infrastructure.

Representative Quttenberg summarized that new exploration
would be encouraged if the state <could build new
infrastructure. He believed that Amendnent 4 could provide
the infrastructure that new explorers and producers would
want .

Representative Gara acknow edged that Representative Hawker
had been correct in saying that both Anmendnent 3 and
Amendnent 4 intentionally deleted the entirety of the
governor's bill. He argued that there were mny good
reasons for such extensive change to the |egislation,
including the current fiscal note, which showed that the
state would | ose over $1 billion each year in revenue.

Representative Gara maintained that Anendnent 4 would
acconplish sonmething very inportant. He did not think a
producer would build a facility unless it was on the verge
of producing oil. He believed that Amendnent 4 would
incentivize the production of oil. He stressed that all the
other credits, such as the developnent well and service
credits, mght or mght not stem a production decline. He
mai ntained that a production facility would add new oil
into the pipeline, which was what the state needed. The
entire goal was to make sure that the state got exploration
and production in exchange for the noney it spent.

4:03:54 PM
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Vi ce-chair Faircl ough MAI NTAI NED her OBJECTI ON
Aroll call vote was taken on the notion.

IN FAVOR. Gara, Cuttenberg, Doogan
OPPCSED:  Joul e, Hawker , W son, Costel | o, Edgnon,
Fai rcl ough, Thonas, Stoltze

The MOTI ON FAILED (8/3). Anendnent 4 was not adopted.

Representati ve Doogan MOVED Anendnent 5, 27-GHL007\1.9,
Bul I ock, 3/28/11 (copy on file):

Page 1, lines 5 - 6:
Del et e "rel ating to certain addi ti onal
nontransferable oil and gas production tax credits;"

Page 1, following line 12:
Insert a new bill section to read:
"* Sec. 2. AS 05.15.095(c) is anended to read:
(c) A delinquent fee bears interest at the
rate set by AS 43.05.225 [AS 43.05.225(2)]."

Renunber the followi ng bill sections accordingly.

Page 2, following |line 5:
Insert a new bill section to read:
"* Sec. 4. AS 34.45.470(a) is anended to read:

(a) A person who fails to pay or deliver
property wthin the tinme prescribed by this
chapter may be required to pay to the departnent
interest at the annual rate «calculated under
AS 43.05.225 [AS 43.05.225(2)] on the property or
the value of it fromthe date the property should
have been paid or delivered."”

Renunber the followi ng bill sections accordingly.

Page 2, following line 17:

| nsert a new bill section to read:
"* Sec. 6. AS 43.05.225 is anended to read:
Sec. 43.05.225. Interest. Unless otherw se
provi ded,

(1) when a tax levied in this title
becones del i nquent, it bears interest in a
calendar quarter at the rate of five [THREE]
percentage points above the annual rate charged
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nmenber banks for advances by the 12th Federal
Reserve District as of the first day of that
cal endar quarter, or at the annual rate of 11

per cent, whi chever is gr eat er [ LESSER] ,
conpounded quarterly as of the last day of that
quarter;

(2) the interest rate is 12 percent a
year for
(A) delinquent fees payabl e under
AS 05. 15.095(c); and
(B) uncl ai med property that 1is
not tinmely paid or delivered, as allowed by
AS 34.45.470(a)."

Renunber the followi ng bill sections accordingly.

Page 2, following line 25:
Insert a new bill section to read:
"* Sec. 8. AS 43.20.046(i) is anended to read:

(1) The issuance of a refund under this
section does not limt the departnent's ability
to later audit or adjust the claim if the
departnment determines, as a result of the audit,
that the person that clained the credit was not
entitled to the anobunt of the credit. The tax
liability of the person receiving the credit
under this chapter is increased by the anount of
the credit that exceeds that to which the person
was entitled. If the tax liability is increased
under this subsection, the increase Dbears
i nt erest under AS 43.05.225 [AS 43.05.225(1)]
fromthe date the refund was issued."

Renunber the followi ng bill sections accordingly.

Page 3, followng line 2:
Insert a new bill section to read:
"* Sec. 10. AS 43.50.570 is anended to read:
Sec. 43.50.570. Interest. A licensee who
fails to pay an anount due for the purchase of
stanps within the tinme required

(1) is considered to have failed to
pay the cigarette taxes due under this chapter;
and

(2) shall pay interest at the rate

est abli shed under AS 43.05.225 [AS 43.05.225(1)]
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from the date on which the anount becane due
until the date of paynent."

Renunber the followi ng bill sections accordingly.

Page 3, followi ng line 20:
Insert a new bill section to read:
"*  Sec. 12. AS 43.55.011(e) is repealed and
reenacted to read:
(e) There is levied on the producer of oi
or gas a tax for all oil and gas produced each
cal endar year from each |ease or property in the

state, less any oil and gas the ownership or
right to which is exenmpt from taxation or
constitutes a landowner's royalty interest.

Except as otherw se provided under (f), (j), (k),
and (o) of this section, the tax is equal to the
sum of

(1) the annual production tax val ue of
the taxable oil and gas as calculated under
AS 43.55.160(a)(1) multiplied by 25 percent; and

(2) the sum over all nonths of the
cal endar vyear, of the tax anounts determ ned
under (g) of this section.™

Renunber the followi ng bill sections accordingly.

Page 7, following line 24:
Insert a new bill section to read:
"*  Sec. 14. AS 43.55.011(9g) is repealed and
reenacted to read:

(g) For each nonth of the cal endar year for
whi ch the producer's average nonthly production
tax value under AS 43.55.160(a)(2) for each BTU
equi valent barrel of the taxable oil and gas is
nore than $30, the amount of tax for purposes of
(e)(2) of this section is determned by
mul tiplying the nonthly production tax value of
the taxable oil and gas produced during the nonth
by the tax rate cal cul ated as foll ows:

(1) if the producer's average nonthly
production tax value for each BTU equivalent
barrel of the taxable oil and gas for the nonth
is not nmore than $92.50, the tax rate is 0.4
percent nmultiplied by the nunmber that represents
the difference between that average nonthly
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production tax value for each BTU equivalent
barrel and $30; or

(2) if the producer's average nonthly
production tax value for each BTU equivalent
barrel of the taxable oil and gas for the nonth
is nore than $92.50, the tax rate is the sum of
25 percent and the product of 0.1 percent
multiplied by the nunber that represents the

difference between the average nonthly production

tax value for each BTU equivalent barrel and
$92. 50, except that the sum determ ned under this
par agraph may not exceed 50 percent.”
Renunber the followi ng bill sections accordingly.
Page 10, following line 13:
Insert a new bill section to read:
"* Sec. 16. AS 43.55.020(a) is anended to read:

(a) For a calendar year, a producer subject
to tax under AS 43.55.011(e) - (i) shall pay the
tax as foll ows:

(1) an installnent paynent of the
estimated tax levied by AS 43.55.011(e), net of
any tax credits applied as allowed by law, is due
for each nonth of the calendar year on the |ast
day of the followi ng nonth; except as otherw se

provi ded under
of the installnent
foll owi ng anounts,

(2) of this subsection,
paynent
less 1/12 of

t he anount
the sum of the
the tax credits

is

that are allowed by law to be applied against the
tax levied by AS 43.55.011(e) for the cal endar
year, but the amount of the installnment paynent

may not be | ess than zero:

(A) for oil and gas produced from
| eases or properties in the state outside
the Cook Inlet sedinentary basin but not
subj ect to AS 43.55.011(0), ot her t han
| eases or properties subj ect to
AS 43.55.011(f), the greater of

(1) zero; or
(i) the sum of 25 percent
and the tax rate calculated for the
nonth under AS 43.55.011(g) nultiplied
by [ APPLI CABLE TAX RATES I N
AS 43.55.011(e), AS  APPLI CABLE, AND
43.55.011(g), AS APPLICABLE, APPLIED
TQ t he remai nder obt ai ned by
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subtracting 1/12 of the producer's
adjusted |ease expenditures for the
cal endar year of production under
AS 43.55.165 and 43.55.170 that are
deductible for the |eases or properties
under AS 43.55.160 from the gross val ue
at the point of production of the oil
and gas produced from the |eases or
properties during the nonth for which
the install ment paynent is cal cul at ed;
(B) for oil and gas produced from

| eases or properties subj ect to
AS 43.55.011(f), the greatest of

(1) zero

(i) zero percent, one

percent, two percent, three percent, or
four percent, as applicable, of the
gross value at the point of production
of the oil and gas produced from all
| eases or properties during the nonth
for which the installnment paynment is
cal cul ated; or

(riti) the sum of 25 percent
and the tax rate calculated for the
nmonth under AS 43.55.011(g) multiplied
by [ APPLI CABLE TAX RATES I N
AS 43.55.011(e), AS  APPLI CABLE, AND
43. 55. 011(9), AS APPLI CABLE, APPLI ED
TQO t he remai nder obt ai ned by
subtracting 1/12 of the producer's
adjusted |ease expenditures for the
cal endar year of producti on under
AS 43.55.165 and 43.55.170 that are
deducti bl e for t hose | eases or
properties under AS 43.55.160 from the
gross value at the point of production
of the oil and gas produced from those
| eases or properties during the nonth
for which the installnment paynent is
cal cul at ed;

(C© for oil and gas produced from
each | ease or property subj ect to
AS 43.55.011(j), (k), or (o), the greater of

(i) zero; or

(i) the sum of 25 percent
and the tax rate calculated for the
nmonth under AS 43.55.011(g) multiplied
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by [ APPLI CABLE TAX RATES | N
AS 43.55.011(e), AS  APPLI| CABLE, AND
43. 55. 011(9), AS APPLI CABLE, APPLI ED
TQO t he remai nder obt ai ned by
subtracting 1/12 of the producer's
adjusted |ease expenditures for the
cal endar year of producti on under
AS 43.55.165 and 43.55.170 that are
deducti bl e under AS 43.55.160 for ol
or gas, respectively, produced from the
| ease or property from the gross value
at the point of production of the oil
or gas, respectively, produced from the
| ease or property during the nmonth for
whi ch t he i nstal | nent paynment is
cal cul at ed;
(2) an anmount cal cul ated under (1)(0O
of this subsection for oil or gas produced from a
| ease or property subject to AS 43.55.011(j),
(k), or (o) may not exceed the product obtained

by carrying out the <calculation set out in
AS 43.55.011(j)(1) or (2) or 43.55.011(0), as
appl i cabl e, for gas or set out in

AS 43.55.011(k)(1) or (2), as applicable, for
oil, but substituting in AS 43.55.011(j)(1)(A) or
(2)(A) or 43.55.011(0), as applicable, the anount
of taxable gas produced during the nmonth for the
anount of taxable gas produced during the

cal endar year and substituting in
AS 43.55.011(k)(1)(A or (2)(A), as applicable,
the anount of taxable oil produced during the
month for the amount of taxable oil produced
during the cal endar year;

(3) an installnment paynment of the

estimated tax levied by AS 43.55.011(i) for each
| ease or property is due for each nonth of the
cal endar year on the last day of the follow ng
nmonth; the amount of the installnment paynent is

t he sum of
(A the applicable tax rate for
oi | provi ded under AS 43.55.011(i),
multiplied by the gross value at the point
of production of the oil taxable under

AS 43.55.011(i) and produced from the |ease
or property during the nonth; and

(B) the applicable tax rate for
gas provi ded under AS 43.55.011(i),
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multiplied by the gross value at the point
of production of the gas taxable under
AS 43.55.011(i) and produced from the |ease
or property during the nonth;
(4) any anmount of tax levied by
AS 43.55.011(e) or (i), net of any credits
applied as allowed by law, that exceeds the total
of the anpbunts due as installnment paynents of
estimated tax is due on March 31 of the year
foll owi ng the cal endar year of production.”

Renunber the followi ng bill sections accordingly.

Page 10, follow ng lIine 25:
Insert a new bill section to read:
"* Sec. 18. AS 43.55.020(g) is anended to read:

(9) Not wi t hst andi ng any contrary provision
of AS 43. 05. 225, an unpaid anount of an
install ment paynment required under (a)(1) - (3)
of this section that is not paid when due bears
interest (1) at the rate provided for an
under paynent under 26 U S.C 6621 (Interna
Revenue Code), as anended, conpounded daily, from
the date the installnent paynment is due until
March 31 foll ow ng t he cal endar year of
production, and (2) as provided for a delinquent
tax under AS 43.05.225 [AS 43.05.225(1)] after
that March 31. Interest accrued under (1) of this
subsection that remains unpaid after t hat
March 31 is treated as an addition to tax that
bears interest under (2) of this subsection. An
unpaid amount of tax due under (a)(4) of this
section that is not paid when due bears interest
as provi ded for a delinquent t ax under
AS 43.05.225 [AS 43.05.225(1)]."

Renunber the followi ng bill sections accordingly.

Page 11, following line 12:
Insert a new bill section to read:
"* Sec. 20. AS 43.55.023(a) is anended to read:

(a) A producer or explorer nmay take a tax
credit for a qualified capital expenditure as
fol |l ows:

(1) notw thstanding that a qualified
capital expenditure nmay be a deductible |ease
expenditure for purposes of calculating the
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production tax value of oil and gas under
AS 43.55.160(a), unless a credit for t hat
expenditure is taken under AS 38. 05.180(i),
AS 41.09.010, AS 43.20.043, or AS 43.55.025, a
producer or explorer that incurs a qualified
capital expenditure may also elect to apply a tax
credit against a tax levied by AS 43.55.011(e) in
the anount of 20 percent of that expenditure;
however, not nore than half of the tax credit my
be applied for a single cal endar year;

(2) a producer or explorer may take a
credit for a qualified capital expendi ture
incurred in connection wth geol ogical or
geophysi cal exploration or in connection with an
exploration well only if the producer or explorer

(A agrees, in witing, to the
appl i cabl e provisions of AS 43.55.025(f)(2);

(B) submits to the Departnent of
Natural Resources all data that would be
required to be subm tted under
AS 43.55.025(f)(2)."

Renunber the followi ng bill sections accordingly.

Page 12, following line 7:
Insert a new bill section to read:
"* Sec. 22. AS 43.55.023(d) is anended to read:

(d) Except as limted by (i) of this
section, a person that is entitled to take a tax
credit under this section that w shes to transfer
the unused credit to another person or obtain a
cash paynment under AS 43.55.028 may apply to the
depart nment for [ Al transferable tax credit
certificates [CERTIFICATE]. An application under
this subsection nmust be in a form prescribed by
the departnent and nust include supporting
i nformati on and docunentation that the departnent
reasonably requires. The departnent shall grant
or deny an application, or grant an application
as to a lesser anount than that clainmed and deny
it as to the excess, not later than 120 days
after the latest of (1) March 31 of the year
following the cal endar year in which the
qualified capital expenditure [, WELL LEASE
EXPENDI TURE,] or carried-forward annual |oss for
which the credit is clained was incurred; (2) the
date the statenent required under AS 43.55.030(a)
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or (e) was filed for the calendar year in which
the qualified capital expenditure [, WELL LEASE
EXPENDI TURE,] or carried-forward annual |oss for
which the credit is claimed was incurred; or (3)
the date the application was received by the
departnent. |If, based on the infornmation then
available to it, the departnent is reasonably
satisfied that the applicant is entitled to a
credit, the departnment shall issue the applicant
two [A] transferable tax credit certificates,
each for half of [CERTIFICATE FOR] the anount of
the credit. The credit shown on one of the two
certificates is available for inmmediate use. The
credit shown on the second of the two
certificates nay not be applied against a tax for
a calendar year earlier than the calendar vyear
followwng the cal endar year in which the
certificate is issued, and the certificate nust
contain a conspicuous statenent to that effect. A
certificate issued under this subsection does not
expire. "

Renunber the followi ng bill sections accordingly.

Page 13, following |ine 4:

Insert a new bill section to read:
"* Sec. 25. AS 43.55.023(g) is anended to read:
(9) The 1issuance of a transferable tax

credit certificate wunder (d) of this section,
[OR] former (m of this section, or (p) of this
section, or the purchase of a certificate under
AS 43.55.028 does not I|imt the departnment's
ability to later audit a tax credit claim to
which the certificate relates or to adjust the
claim if the departnent determnes, as a result
of the audit, that the applicant was not entitled
to the amount of the credit for which the
certificate was issued. The tax liability of the
applicant under AS 43.55.011(e) and 43.55.017 -
43.55.180 is increased by the amunt of the
credit that exceeds that to which the applicant
was entitled, or the applicant's available valid
outstanding credits applicable against the tax
levied by AS 43.55.011(e) are reduced by that

amount. If the applicant's tax liability is
increased under this subsection, the increase
bear s i nt er est under AS 43.05. 225
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[ AS 43.05.225(1)] from the date the transferable
tax credit certificate was issued. For purposes
of this subsection, an applicant that 1is an
explorer is considered a producer subject to the
tax levied by AS 43.55.011(e)."

Renunber the followi ng bill sections accordingly.

Page 13, line 8:
Del ete "2021"
| nsert "2015"

Page 13, |ine 31:
Del ete "2020"

I nsert "2014"
Del ete "2021"
| nsert "2015"
Page 14, line 9, follow ng "expenditure;"

Insert "a tax credit under this paragraph nay be
applied for a single cal endar year;"

Page 15, line 3, following "(I)":

I nsert "and (p)"
Page 15, followi ng line 15:
Insert a new bill section to read:

"* Sec. 30. AS 43.55.023 is anended by adding a new
subsection to read:

(p) For a lease expenditure incurred in the
state south of 68 degrees North latitude after
Decenber 31, 2014, that qualifies for tax credits
under (a) and (b) of this section, and for a well
| ease expenditure incurred in the state south of
68 degrees North latitude that qualifies for a
tax credit under (lI) of this section, the

department shall issue transferable tax credit
certificates to the person entitled to the credit
for the full anmount of the credit. The
transferable tax «credit certificates do not
expire.”

Renunber the followi ng bill sections accordingly.

Page 15, line 16, through page 17, |ine 16:
Delete all material .
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Renunber the followi ng bill sections accordingly.

Page 18, follow ng line 6:

Insert a new bill section to read:
"* Sec. 32. AS 43.55.028(e) is anended to read:
(e) The departnent, on the witten

application of a person to whom a transferable
tax credit certificate has been issued under
AS 43.55.023(d), [OR] former AS 43.55.023(m, or
AS 43.55.023(p), or to whom a production tax
credit certificate has been i ssued under
AS 43.55.025(f), may use available noney in the
oil and gas tax credit fund to purchase, in whole
or in part, the certificate if the departnent
finds that

(1) the calendar year of the purchase
is not earlier than the first cal endar year for
which the credit shown on the certificate would
ot herwi se be allowed to be applied against a tax;

(2) the applicant does not have an
outstanding liability to the state for wunpaid
del i nquent taxes under this title;

(3) t he applicant's t ot al t ax
liability under AS 43.55.011(e), after
application of all available tax credits, for the
cal endar year in which the application is nade is

zero;

(4) the applicant's average daily
production  of oi | and gas taxable under
AS 43.55.011(e) during t he cal endar year
preceding the cal endar year in which the

application is nade was not nore than 50,000 BTU
equi val ent barrels; and

(5 the purchase is consistent wth
this section and regul ations adopted under this
section.”

Renunber the followi ng bill sections accordingly.

Page 18, followi ng line 15:
Insert a new bill section to read:
"* Sec. 34. AS 43.55.028(g) is anended to read:

(g) The departnent may adopt regulations to
carry out the purposes of this section, including
standards and procedures to allocate available
noney anong applications for purchases under this
chapter and clainms for refunds under AS 43.20.046
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when the total armount of the applications for
purchase and clains for refund exceed the anount
of available noney in the fund. The regulations
adopted by the departnent may  not, when
al l ocating available noney in the fund under this
section, di stinguish an application for the
purchase of a credit certificate issued under
former AS 43.55.023(m or AS 43.55.023(p) or a
claimfor refund under AS 43.20.046."

Renunber the follow ng bill sections accordingly.

Page 19, following line 12:

I nsert a new bill section to read:
"* Sec. 36. AS 43.55.890 is anmended to read:
Sec. 43.55. 890. D scl osure of t ax
i nformation. Not wi t hst andi ng any contrary

provision of AS 40.25.100, and regardless of
whether the information 1is considered under
AS 43. 05. 230( e) to constitute statistics
classified to prevent the identification of
particular returns or reports, the departnent may
publish the following information wunder this
chapter, if aggregated anong three or nore
producers or explorers, showing, by nonth or
cal endar year and by |ease or property, unit, or
area of the state:

(1) the anount of oi | or gas
producti on;

(2) the anmount of taxes |evied under
this chapter or paid under this chapter;

(3) the effective tax rates under this
chapter;

(4) the gross value of oil or gas at
t he poi nt of production;

(5) the transportation costs for oil
or gas;

(6) qualified capital expenditures, as
defined in AS 43.55. 023;

(7) exploration expenditures under
AS 43.55. 025;

(8) production tax values of oil or
gas under AS 43.55. 160;

(9) | ease expendi tures under
AS 43. 55. 165;

(10) adjustnments to |ease expenditures
under AS 43.55.170;
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(11) tax credits applicable or
potentially applicable against taxes levied by
this chapter [; THE | NFORVATI ON RELATING TO TAX
CREDI TS UNDER THI S PARAGRAPH, TO THE EXTENT THE
| NFORVATION |S AVAI LABLE TO THE DEPARTMENT, MJUST
| NCLUDE THE STATUTORY AUTHORI TY FOR EACH TYPE OF
CREDI T TAKEN, THE AMOUNT OF CREDI TS TAKEN UNDER
EACH STATUTE AUTHORIZING A TAX CREDIT, AND
VWHETHER THE CREDI T IS FOR AN EXPENDI TURE RELATED
TO AL OR GAS EXPLORATION, DEVELOPMENT, OR
PRODUCTI ON, | NCLUDI NG THE DRILLING OF WELLS;
PERFORM NG WORK ON EXI STING WELLS; CONDUCTI NG
GEOLOQ CAL OR GEOPHYSI CAL EXPLORATI ON;  ACQUI RI NG
CONSTRUCTI NG OR INSTALLING NEW FACILITIES OR
EQUI PMENT; AND MAI NTAI NI NG, REPAI RI NG, OR
REPLACI NG EXI STI NG FACI LI TI ES OR EQUI PMENT] . "

Renunber the followi ng bill sections accordingly.

Page 19, following line 17:
Insert a new bill section to read:
"* Sec. 38. AS 43.56.160 is anended to read:

Sec. 43.56.160. Interest and penalty. Wen
the tax levied by AS 43.56.010(a) becones
delinquent, a penalty of 10 percent shall be
added. | nt er est on t he del i nquent t axes,
exclusive of penalty, shall be assessed at a rate
of eight percent a year [THE RATE SPECIFIED IN
AS 43.05.225(1)]."

Renunber the followi ng bill sections accordingly.

Page 19, following |ine 28:
Insert a new bill section to read:
"* Sec. 40. AS 43.77.020(d) is anended to read:

(d) A person subject to the tax under this
chapter shall nmake quarterly paynments of the tax
estimated to be due for the year, as required
under regulations adopted by the department. A
taxpayer wll be subject to an estinmated tax
penalty, determ ned by applying the interest rate
specified in AS 43.05.225 [AS 43.05.225(1)] to
the wunderpaynment for each quarter, unless the
t axpayer nakes estimated tax paynents in equal
install nents that total either
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(D) at least 90 percent of the
taxpayer's tax liability under this chapter for
the tax year; or

(2) at least 100 percent of the
taxpayer's tax liability under this chapter for
the prior tax year."

Renunber the follow ng bill sections accordingly.

Page

20, followng line 1:
Insert a new bill section to read:

"* Sec. 42. AS 43.90.430 is anended to read:

Sec. 43.90.430. Interest. \Wen a paynent due
to the state under this chapt er becones
delinquent, the paynment bears interest at the
rate applicable to a delinquent tax under
AS 43.05.225 [ AS 43.05.225(1)]."

Renunber the follow ng bill sections accordingly.

Page

Page

Page

Page

Page

to oi

Page

43"

Page

20, line 5:
Delete "Sections 10 - 12, 14, 16, and 28"
| nsert "Sections 19, 21, 23, 26, 28, and 43"

20, line 7:
Delete "Sections 6 - 8"
| nsert "Sections 11, 13, and 15"

20, line 8:
Del ete "Sections 15 and 17"
| nsert "Sections 20, 22, 25, 27, 29, and 30"

20, line 9:

Del ete "2020"

| nsert "2014"

20, following line 9:

I nsert a new subsection to read:
"(d) Sections 12, 14, and 16 of this Act apply
| and gas produced after Decenber 31, 2014."

20, line 18:

Del ete "Sections 10 - 12, 14, 16, 22, 23, and 28"
| nsert "Sections 19, 21, 23, 26, 28, 31, 33, and

20, line 20:
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Del ete "Secti on 24"
| nsert "Section 35"

Page 20, |ine 21:
Del ete "Sections 6 - 8 and 29(b)"
I nsert "Sections 11, 13, 15, and 44(b)"

Page 20, |ine 22:

Del ete "Sections 15, 17, and 29(c)"

| nsert "Sections 2, 4, 6, 8, 10, 12, 14, 16, 18,
20, 22, 25, 27, 29, 30, 32, 34, 36, 38, 40, 42, and
44(c)"

Del ete "2021"

| nsert "2015"

Page 20, |ine 23:

Delete "Sections 10 - 12, 14, 16, 22, 23, 28,
29(a), and 31"

I nsert "Sections 19, 21, 23, 26, 28, 31, 33, 43,
44(a), and 46"

Page 20, |ine 25:
Del ete "secs. 32 - 35"
| nsert "secs. 47 - 50"

Vi ce-chair Faircl ough OBJECTED.

Represent ati ve Doogan expl ai ned Anendnent 5. He noted that
Don Bullock had drafted the anendnent. He sunmarized that
t he amendnent woul d essentially set a sunset date for 2014.

Representative Doogan stated that the conmttee was being
asked to pass HB 110 without knowing its cost, the effects
it would have, and the fiscal situation it could create at
any given point in tine. He said that Anendnent 5 would
allow the state to see what the proposed bill would do; by
2014, the effects could be re-evaluated. The neasure could
then be sunsetted if it was not worKking.

4:07:51 PM

Representati ve Doogan rem nded the commttee that a sunset
provi sion provided an opportunity at a specific date to
change a nmeasure rather than shut it down.

Vi ce-chair Fairclough spoke in opposition to Anendnent 5.
She reported that she had voted in favor of the 25 percent
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on the House floor when ACES was being considered, but

voted against the overall bill because of progressivity and
other issues. She liked the idea of a sunset date in 2014,
but was fearful that the sunset date would still create

uncertainty for investors.

Vi ce-chair Fairclough recalled at |east one entity that had
testified that it had rmade investnent decisions under the
Petrol eum Production Tax (PPT), and then under ACES, and
were having difficulty being forced into production. She
was afraid Amendnent 5 would create a climte of
uncertainty for investors. She stated that she supported
holding industry accountable through the 15 percent
bracketing proposal in HB 110, so that the units would be
taxed in a fair way.

Representative WIson spoke against Anendnent 5. She
poi nted out that nost of the bill would not go into effect
until 2013, so there would only be one year in which to
find out what could happen. She believed that at sone
point, the state had to stop changing the rules.

4:12: 07 PM

Representative Guttenberg testified in support of Anmendnent
5. He argued that the entire prem se of HB 110 was based on
things that he did not think the adm nistration had been
able to make a <case for. He pointed out that the
adm ni stration had not done nodeling to show how a reduced
tax rate and changes to credits would increase exploration
and production. He wanted a "hard Iine" wth things
happening by a certain date, as well as data about the
nunber of permts and the resulting infrastructure and
enpl oynent .

Representative Gara spoke in support of the anmendnent. He
spoke to fears that the industry would follow through on

prom ses nade during the discussion about the bill. For
exanple, Exxon and BP had promsed that they would not
drill a single new exploration well if the bill was passed,

whil e ConocoPhillips had said they mght or mght not. He
believed the anmendnent woul d address the concerns;
conpani es who kept the prom ses would | ose the benefits of
the bill. He also thought the anendnment would encourage
conpanies to do sonething better than what they prom sed if
they wanted to keep the noney the state would offer.
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Vi ce-chair Fai rcl ough pr ot est ed agai nst "di sparagi ng
comments” said about |arger producers. She stated that she
had not heard conpanies pronmse not to do sonething; she
heard conpani es say they could not prom se to DO something.
For exanpl e, conpanies would have to change their stance to
projects and would conpete for the assets. She did not
think all conpanies were alike and she did not want to |unp
all oil and gas conpanies together. She believed that there
were many different businesses and that conpanies wth
|arge capital assets were buying snaller conpanies. She
t hought snaller producers were conducting exploration wth

a business nodel of 1looking for oil, coal, or other
resour ces.
4:18: 01 PM
Vice-chair Fairclough maintained that "labor" referred to

service industry businesses that built infrastructure and
supported the oil and gas industry in many different ways.
She resonated with people who had run busi nesses and worked
on the North Slope, and then had to nove to North Dakota to
remobilize their assets.

Vice-chair Fairclough believed that the bill before the
coonmittee had to do with a "balanced approach” to the
di fferent kinds of nodels and conpanies that were investing
in Al aska. She believed that the state was doing a good job
on exploration and credits. She believed it was valid to
say that it was expensive to try to capitalize production
facilities, but she thought there was a conbination of two
credits adding up to 45 percent for that. She wanted to
bal ance policy approaches.

Vice-chair Fairclough stressed that Amendnent 3 would
create wuncertainty for capitalization on the production
side and not the developnment I|evel for producers. She
t hought there three different types of business (with the
service industry nmaking a possible forth type) and that the
state (as far as credits went) was divided into three
different regions. She reported that she had |earned about
"Mddle Earth,” or the regions that credits were associ ated
with that were between the North Slope region (north of 68
degrees Latitude) and the Cook Inlet region.

Vice-chair Fairclough appreciated the effort to hold

i ndustry accountable. She believed ACES had gone too far
and that the state had to revisit the policies.
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Representati ve Doogan explained that the year 2014 was
selected as the date in the amendnent because it reflected
how long ACES was in place before the current attenpt to
amend it. He thought the tinefrane was | ong enough.

Representati ve Doogan stated that his intention was to make
sure the commttee did not inadvertently commt the state
to buying sonmething it did not intended to buy ("buying a
pig in a poke"). He asserted that it was not possible to
know what was going to happen; he believed there was no
assurance that HB 110 would result in a single drop of oil.

Representative Doogan did not think it was responsible to
gi ve conpanies the noney w thout holding them to anything,
and without having a sunset date in order to re-evaluate
the situation. He pointed out that the state went to great
lengths to do reviews of other issues. He wanted the state
to at | east have a safety net.

4:24:05 PM

Vi ce-chair Faircl ough MAI NTAI NED her OBJECTI ON.
Aroll call vote was taken on the noti on.

IN FAVOR. Gara, Cuttenberg, Doogan
OPPCSED: Fai r cl ough, Joul e, Hawker , W | son, Costel | o,
Edgrnon, Stoltze, Thonas

The MOTI ON FAI LED (8/3). Anendnent 5 was not adopt ed.

Representative Gara referred to accusations that had been
made that the truth was not being told, particularly the
corment that he had not accurately represented what was
said by BP and ExxonMbil. He read fromtranscripts rel ated
to the conpanies claimng that they would not go ahead with
exploration wells. He quoted Clair Fitzpatrick (from BP):

BP does not do what is referred to as traditional
exploratory wells.lt is not BP's current intention,
(al though that may change; | only own 20 percent of
Prudhoe Bay) to do it as technically classified as an
exploration well.

Representative Gara continued that he had asked ExxonMbobi l
if it had drilled an exploration well in the last twenty
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years. The answer was, "I think the last one we did was in
1982." He had asked ExxonMobil whether their plan was to
continue the practice of not drilling exploration wells.
The answer had been, "I can't promse you that it (the
governor's bill) would |l ead to increased exploration.™

Representative Gara recomended disagreeing on the nmerits
of the issue w thout accusing the person being disagreed
with of m srepresenting the facts.

Representati ve Hawker agreed that Representative Gara was
correct about his characterization of one part of the
conversation. He wanted the record to reflect that BP-
Al aska and ExxonMobil had corporate business profiles that

were not exploration; in other words, the conpanies were
not the explorers. He clainmed that BP had never explored
for and found oil in the state (other than the
[unintelligible] prospect); BP acquired production fromthe
expl orers whose business it was to locate and find oil. He
added that the same was largely true of ExxonMbil. He
bel i eved t hat characteri zi ng their t esti nmony as

di srespecting the state was not accurate. He believed the
entities were looking for the support needed to operate
profitably. He believed HB 110 would try to restore bal ance
to the state's tax-production system

4:28:14 PM

Co-Chair Stoltze MOVED Anmendnent 2, 27-GH1007\I1.6, Bull ock
3/ 28/ 11 (copy on file):

Page 7, line 23:

Del ete " 15"

| nsert "25"
Representati ve Wl son OBJECTED.

Co-Chair Stoltze explained that the anendnent woul d correct
a typographical error.

Comm ssi oner Butcher agreed that the nunber was a technical
error, and that the nunber should indicate a rise from 22.5
to 25, and not down to 15.

There being NO OBJECTION, it was so ordered. Anendnent 2
was adopt ed.

House Fi nance Conmmittee 53 03/29/11 2: 09 P. M



4:30:42 PM

Co-Chair Stoltze explained that Anendnent 1 would be
repl aced by Amendnent 6.

Co- Chai r Stoltze MOVED Anmendnent 6, 27- GH1007\ 1. 15,
Kurtz/Bul | ock, 3/29/11 (copy on file):

Page 3, line 15, follow ng "production":

Insert "or produced during the first seven years after
the effective date of this bill section, whichever is
| ater,”

Representative WIson OBJECTED

Representative Hawker explained Anmendnent 6. He directed
attention to the provision referenced on page 3, line 14,
whi ch woul d aut horize the 15 percent base progressivity and
the curve for certain production fromcertain areas limted
to the first seven consecutive years after production
commenced. The areas referred to (on lines 16 and 17) were
those that had not previously been within an established
unit, or areas that had not been in comercial production
as of Decenber 31, 2008.

Representati ve Hawker detailed that HB 110 as introduced by
the admnistration had originally contained the date
Decenber 31, 2010. The date was noved back to Decenber 31,
2008 by the House Resources Conmittee, specifically to nmake
certain that prospective devel opnents (related to Arnstrong
and Repsol) would qualify to incentivize and bring new
exploration into the state. During the House Finance
Comm ttee process, the decision had been made that the 15
percent benefit wuld only exist for the first seven
consecutive years of production for the particular |ease or

property.

Representati ve Hawker reported that he had had concerns and
had conferred wth M. Bullock (the drafter of the
| egi slation) and Co-Chair Eric Feige of the House Resources
Conmittee, who concurred that the effective date of the
provision (January 1, 2012) would have been the starting
date for the seven consecutive years, rather than after the
start of sustained production.

Representative Hawker summarized that the |anguage in the
anmendnent woul d ensure that anyone that qualified would get
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seven years of benefit. He believed there had been
sufficient anbiguity in the bill's |anguage that soneone
who had actually started production before the effective
date could be denied the benefits. He enphasized that the
provision would be directed at new production and that
there woul d be no fiscal note consequence to the change.

4:34: 37 PM

Representative Gara questioned whether the dates were right
for the Liberty field. He wondered whether Liberty field
woul d get the 15 percent rate under the amendnment, since it
had not started production; he noted that the field would
pay the 25 percent tax rate plus progressivity w thout the
anendnent. He wondered which fields would pay 15 percent
rather than 25 percent if the amendnent were adopt ed.

Representative Hawker responded that the anendnent would
clarify the intent of the House Resources Commttee and
would not expand the intent or scope of the original
| anguage.

Co-Chair Stoltze wanted to keep consistent with intent. He
referred to mstakes related to the Cook Inlet.

Representative Hawker pointed out that the Liberty field
was federal and not state. He stated that the anendment
woul d have no effect on the field.

Representati ve Doogan asked whether the anmendnent | anguage
woul d change who would get seven "lowcost" years before
paying an enhanced tax. He asked whether current fields
woul d be affected.

Comm ssioner Butcher replied that the discussed aspect of
HB 110 covered fields that had not been wunitized or
devel oped.

Co-Chair Stoltze noted that during the CS process, the
Finance Comm ttee had inadvertently undone sone of the work
of the previous commttee.

4:38: 03 PM

Representative Gara questioned the intent of the House
Resources Committee related to the |anguage. He wondered
whet her the anmendnent would affect a field already unitized
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under ACES and whether the field would get the 15 percent
tax rate because production was not started until after the
effective date of the bill.

REPRESENTATI VE ERI C FEI Gg, CO CHAI R, HOUSE RESOURCES
COW TTEE, explained that the intent of the date in the
provi sion was to segregate areas that had not been put into
production from those already in production. The intent was
to leave the effective base rate at 25 percent for areas
already in production; the intent for areas outside was a
| ower base-rate tax. He added that the problem with the
| anguage in the original bill was the discussion of
"units." Brooks Range Petrol eum and Arnstrong Petrol eum had
| eases that did not have current production, but the |eases
were already in existing units; leaving the original date
woul d have exenpted those wunits and kept as-yet-to-be-
produced areas at the higher base tax rate. He underlined
that the House Resources Conmittee changed the date in
order to segregate the producing areas from the undevel oped
ar eas.

Representati ve Wl son REMOVED her OBJECTION to Anendnent 6

Representative Gara OBJECTED. He did not want to grant the
| ower tax rate to fields that would be produced anyway.

Representative Gara W THDREW his OBJECTI ON. There being NO
further OBJECTION, it was so ordered. Anmendnent 6 was
adopt ed.

4:42: 32 PM
AT EASE

4:59: 04 PM
RECONVENED

Vi ce-chair Fairclough MOVED to report CSHB 110(FIN) out of
Commi ttee W th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal notes.

Representati ve Gara OBJECTED.

Representative Gara spoke against the legislation. He
acknow edged that the state would be smart to do sonething
like HB 110. He noted that he and Senator Hollis French had
asked the governor to start selling the positive aspects of
ACES.
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Representative Gara reviewed that the governor had proposed
HB 110 as a provision that would not cost the state nobney
over the long-term and that would increase production. He
continued that based on the second page of the fiscal note,
the state would | ose over $3.5 billion in revenue over the
next five years, even wth a 5 percent increase in
production. He believed the amount of revenue |oss would
grow as the years passed.

Representative Gara wanted the whole econony of the state
to be addressed. He was concerned that the $1.5 billion
loss would affect state operations, such as hiring
teachers, fire-fighters, and state troopers. He believed
nore danmage would be done to Alaska's econony by adopting
the bill than would be done by leaving the situation as it
was. He believed it nade nore sense to give conpanies
credits only if they did what the state wanted them to do
than to give conpani es noney and hope they put it back into
the state.

Representative Gara referred to the decline of the ELF tax
rate to zero percent on 15 of 19 North Slope fields, when
t he production decline remained at 6 percent each year, and
enpl oynment and i nvest ment wer e | ower . He t hought
historically, giving conmpanies tax noney and allow ng them
to decide what to do with it had resulted in flight of
nmoney from the state. He thought the smart approach would
be to pay for things that resulted in nore oil, which was
why the mnority had proposed the series of anmendnents
offered in the commttee. The goal was nore noney for nore
exploration wells, and noney for processing facilities; the
only way a conpany could get nore noney would be to help
i ncrease producti on.

Representative Gara believed HB 110 would acconplish
something that DOR had said was not w se four years prior.
Conpani es that invested in nmgjor oil field devel opnents had
an economc incentive to continue the production of wells
in certain fields, which was why ACES granted only a 20
percent credit for in-field production. The |egislature had
been told that giving the conpanies nore noney would fund
what the conpanies wanted to do to maintain the lives of
the fields.

Representative Gara summarized that he wanted to get
sonet hing back for state investnent. He did not believe the
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governor's bill could provide adequate assurance that the
state woul d get anything other than a | oss in revenue.

5:04: 03 PM

Representative (Quttenberg spoke against HB  110. He
recommended |ooking at the long view He believed that
changing a tax fiscal reginme was an equation: there was an
equal sign in the mddle, and two equations on either side
of it. He felt that sonetines, "two plus tw equaled five"
and believed the value had to be weighed as to its return
to the state.

Representative CQuttenberg referred to testinony from the
adm ni stration, the producers, and others, and noted that
there had been two assunptions: the conpetitive nature of
the fiscal policy and chasing capital. The thenes seened
like a marketing plan rather than a bal anced equation. He
was troubled by the lack of nodeling done to denonstrate
nunbers noving towards increased production. He was also
troubled that the two consultants who had testified (who
were private consultants, outside the realm of the
adm nistration, and not producers with a "ball in the
gane") had di sagreed with the assunption.

Representative CGuttenberg referred to the DOR presentation
by Gaffney, Cine & Associates to the House Resources

Commttee, in which there had been discussion about
designing a fiscal system with two parts art and one part
sci ence. There was discussion of nine "influencing

factors"; the last one was "conpetition from everywhere."

Representative CQuttenberg pointed out that the consultant
was soneone with a |ot of private-sector experience who had
been an industry man and had to evaluate a l|ot of things;
he was not seen before the Finance Comm ttee.

5:08: 20 PM

Representative Quttenberg recalled testinony by consultant
Rick Harper in the conmttee ["An Independent View of HB
110, March 24, 2011"], who "rolled his eyes" during his
presentation. He quoted M. Harper as saying, "the things
t hat should be inportant in building a fiscal structure are
the things you are not hearing." He questioned what those
"things" were and expressed disappointnment that the
adm ni stration had not addressed the issue. He clained that
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the only two people who had cone from outside the
adm ni stration had serious questions about the proposal. He
did not believe the adm nistration had nmade the case for
the state to adopt the proposed fiscal regine.

Representative WIson spoke in support of HB 110. She
agreed that the entire picture had to be considered; the
bi gger picture for her was about jobs, developnent, and
keeping oil comng down the pipeline. She had not seen any
new oil comng online and wanted to know why. She thought
there were explorers, but she questioned why the explorers
wer e not devel opi ng and becom ng producers. She thought the
answer was that explorers were explorers; the next step was
to sell the package, which consisted of sone credits. She
t hought the worst part was that the nore nobney a conpany
made, the nore noney the state would take. She thought that
was a "hard sell."

Representative WIson argued that not using incentives to
bring business in was an avoi dance of reality. She believed
it was "nornmal" in everyday business to provide tax relief
for developers in order to create jobs. She felt HB 110
woul d produce nore jobs and allow her conmunity to have
heating oil (although she also hoped to |ook at other
energy options).

Representative WIson agreed that there could always be
nore information. She reported that she had gone to the
community and asked people if they had seen jobs |eave with
ACES; the answer in the Fairbanks and North Pole area was
that jobs had declined. People believed that maki ng changes
in the tax regime would get the service industry jobs back.

5:12: 08 PM

Representati ve Doogan spoke against the |legislation. He
opined that HB 110 would give a lot of state nobney to the

oil industry, would not require anything in return, and
would go on forever. He mintained that he could not
support a bill with such a profile, and was surprised that

any commttee nenber could support it.

Co-Chair Stoltze acknow edged the work done on the bill and
expressed appreciation to staff. He thought the process in
the commttee was good.

5:16: 34 PM
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Represent ati ve Doogan appreci ated the process and tol erance

shown.
Representati ve Gara MAI NTAI NED his OBJECTI ON

Aroll call vote was taken on the noti on.

| N FAVOR: Edgnon, Fai r cl ough, Joul e, Hawker ,

Costell o, Thomas, Stoltze
OPPCSED: CGara, Guttenberg, Doogan

The MOTI ON PASSED ( 8/ 3).

W | son,

CSHB 110(FIN) was REPORTED out of Conmittee with a "do

pass” recomendation and wth new zero note
Departnent of Natural Resources, new zero note
Departnment of Labor and W rkforce Devel opnent,

fiscal inpact note by the Departnent of Revenue.

5:18: 20 PM

#
ADJ OURNIVENT

The neeting was adjourned at 5:18 PM

by the
by the
and new
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