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ACTI ON NARRATI VE
1:05:32 PM
COCHAIR ERIC FEIGE called the House Resources Standing

Commttee neeting to order at 1:05 p.m Represent ati ves Fei ge,
Seaton, Gardner, Foster, and Munoz were present at the call to
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order. Representatives P. WIson, Herron, D ck, and Kawasaki
arrived as the neeting was in progress. Represent ati ves
Costell o and Hawker were al so present.

HB 110- PRODUCTI ON TAX ON O L AND GAS

1: 05: 45 PM

CO CHAIR FEIGE announced that the only order of business is
HOUSE BILL NO 110, "An Act relating to the interest rate
applicable to certain anmounts due for fees, taxes, and paynents
made and property delivered to the Departnent of Revenue;
relating to the oil and gas production tax rate; relating to
monthly install ment paynments of estimated oil and gas production
tax; relating to oil and gas production tax credits for certain

expendi t ur es, i ncl udi ng qual ified capi tal credits for
exploration, developnent, and production; relating to the
l[imtation on assessnent of o0il and gas production taxes;

relating to the determnation of oil and gas production tax
val ues; making conformng anendnents; and providing for an
effective date.”

1: 06: 46 PM

BRYAN BUTCHER, Acting Conm ssioner, Departnent of Revenue (DOR),
provi ded a Power Poi nt di scussion on the ramfications of the oil
tax changes proposed by HB 110. He began by noting that three
of the bill's goals are: to make Al aska nore conpetitive both
nationally and globally, to produce nore jobs for Al askans, and
to increase oil production for Al aska (slides 1-3). He rem nded
menbers that North Dakota is expected to surpass Alaska in oi
production within the next five years. Two nore goals of HB 110
are: to develop currently unexplored fields and to get nore
production out of the |egacy fields, which currently provide 80-
90 percent of Alaska' s oil production. The challenge is that
the bulk of the easiest to produce fuel has been produced and
Al aska is now | ooking at viscous and heavy oil. This is coupled
with |ooking at areas that have very little to no
infrastructure, which nmakes the high cost of doing business in
Al aska even higher than it has been in the past.

ACTI NG COW SSI ONER BUTCHER noted that HB 110 is the |argest
part of a bigger effort by Governor Parnell to increase Al aska's
oi |l production. For exanple, the Departnent of Transportation &
Public Facilities (DOT&PF) is building infrastructure to open
areas for exploration, such as the road to the Gubik field. The
Department of Natural Resources (DNR) is looking at how to
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expedite permtting. The Departnent of Law (DOL) is actively
engaged in the federal issues that have been roadbl ocks to the
devel opnent of oil and other natural resources in the state.
The Departnment of Labor & W rkforce Developnment (DLWD) is
actively engaged in training Al askans for the jobs the state
sees comng in the future. The Departnent of Environnental
Conservation (DEC) is <continuing work to ensure that al
devel opnment is done in an environnmental |y responsi bl e manner.

1:10: 09 PM

ACTI NG COW SSI ONER BUTCHER revi ewed the decline in Alaska's oi

production, explaining that a naturally maturing field has a
decline simlar to that depicted on slide 4. The question is
what can be done about it. Texas has produced oil |onger than
has Al aska, yet has successfully ranped up its oil production to
a zero or mnimal decline. This can also be done in Al aska, he
said, and HB 110 will play a large role in acconplishing that.
He addressed the issue that investnment is needed in both old and

new fields (slide 5). He said the Departnment of Revenue's fal
[ 2010] forecast projects that by the year 2020 about 50 percent
of the oil is expected to conme from currently producing fields

and approximately 50 percent is expected to cone from new
fields.

ACTI NG COW SSI ONER BUTCHER al |l owed there has been a question
that the Departnent of Revenue does not have all the information
that it could. However, he continued, when the information that
is on hand indicates something is not working, then that is
wei ghed to decide what needs to be done to nove forward. For
exanple, at the tinme the petrol eum production profits tax (PPT)
was being considered the departnment had next to no information

but given the anpbunt of production and the anount of taxes
comng in it was clear sonething needed to be done and the PPT
was passed. Ei ghteen nonths later Alaska's Cear and Equitable
Share (ACES) was taken up. The departnent now has nuch nore
information than it has ever had, and while this information is
not enough to answer every single question it is enough
information to know that the state is not getting the
exploration and devel opnent that should be happening given what
is out there. This is highlighted by the projection that only

one exploration well wll be drilled in Alaska in 2011 (slide
6) .
1:13: 06 PM
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ACTI NG COW SSI ONER BUTCHER rmmai ntained that a ot of oil is left
in Alaska (slide 7). Cumul ative production through 2010 is
estimated at about 16 billion barrels, he said. The departnent
believes there is 5-7 billion barrels renmaining in North Slope
reserves. Most of the remmining reserves are nore chall enged
than the previous barrels. An exanple of this is the estinated
20 billion barrels of heavy oil in the giant Ugnu field. Thi s

oil is not included in the departnent's forecast of remaining
reserves because recovery is not economcally viable at this
tinme. However, he pointed out, six years ago all of the shale

gas deposits in the Lower 48 were considered uneconomc, and
that has now conpletely turned around to being highly economc

He noted that the departnent's projected reserves also do not
include offshore volumes from the Chukchi or Beaufort seas.
Wil e those offshore volumes would be federal barrels, that oil
would go through the Trans-Al aska Pipeline System (TAPS) and
woul d create jobs for Al askans an allow the pipeline to continue
operating for many years to cone.

1:14: 58 PM

ACTI NG COMM SSI ONER BUTCHER reviewed the six primary goals of HB
110 (slide 9). Goal 1 is to encourage devel opnent of new | eases
or properties, he said. This would be acconplished by |owering
the base tax rate [from 25 percent to 15 percent] on |eases and
properties that have not been produced prior to 2011. Goal 2 is
to encourage investnment in exploration, devel opnent, and
producti on. This would be acconplished by using a different
calculation for [progressivity] that does not take such an
extrene percent of the high end. Goal 3 is to strengthen the
m ni mum t ax. This would be acconplished by l|owering the
threshold value. Thus, while the state gives up a little bit at
the high end, it picks up a little bit at the low end. Coal 4
is to extend to the North Slope (north of 68 degrees north

|atitude) the 40 percent tax credit for well |ease expenditures
and all ow producers to apply tax credits in one year rather than
over two years. Changi ng application of the tax credit to one
year is mnor to the state, but gives nore value to the
conpani es. Goal 5 is to limt the tinme for assessnent of
addi ti onal production taxes. Four years will now be adequate

for conpleting audits, as opposed to the six years currently
al  oned under ACES. Goal 6 is to reduce the interest rate on
del i nquent taxes and refunds. Currently the interest rate is 11
percent or the federal rate plus 5 percent, whichever is
[ hi gher]. Wth the low interest rate environnment of the past
few years, 11 percent seens higher than needed for adjustnents
on over paynment or underpaynent of taxes. The interest rate cuts
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both ways because the state nust pay interest on any
over paynments.

1:18:48 PM

ACTI NG COW SSI ONER BUTCHER said that ultimately HB 110 is about
bal ance between current revenue and the future health of
Al aska's econony (slide 10). Under HB 110 the state would
continue receiving its fair share of revenue. Additionally, HB
110 would establish a secure investnment clinmate for industry.
Wiile there would be a revenue reduction over the near term if
HB 110 is enacted, it is projected that the state would stil
have plenty of surplus revenues 10 years from now. After that
the surplus is expected to increase as the state experiences
nore expl oration and devel oprent.

1: 19: 53 PM

CO CHAI R SEATON requested an explanation of what is neant by
strengthening the m ni num tax under Goal 3.

ACTI NG COWM SSI ONER BUTCHER rem nded nenbers that producers
testified they were not thrilled with this particular provision
of the bill. However, [the adm nistration] believes that if the
state gives up sonething at the high end, it is reasonable for
the state to pick up sonething at the | ow end.

CO CHAI R SEATON asserted that this provision would weaken, not
strengthen, the state's position because it appears to him that
the state woul d get |ess revenue.

ACTI NG COW SSI ONER BUTCHER responded that the 4 percent [of
gross] would apply at a lower cost of oil. So, under HB 110
the 4 percent [of gross] would kick in at $20 instead of the
current $25. The 3 percent of gross that currently kicks in at
$20-$25 would kick in at $17.50-%$20. The 2 percent of gross
that currently kicks in at $17.50-%$20 would kick in at $15-
$17.50. The 1 percent of gross that currently kicks in at $15-
$17.50 woul d kick in at $12.50- $15.

CO CHAI R SEATON described a scenario of declining oil prices
under current law in which a price of $25 is reached, at which
the floor would kick in and the state would be guaranteed at
| east 4 percent; but under HB 110 the 4 percent floor would not
kick inuntil the price goes down to $20.
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ACTI NG COW SSI ONER BUTCHER said the 4 percent would kick in at
$20 and would also be there for $25. The difference is that
right now at a price of $21 the floor would not be 4 percent; it
woul d have to get to $25. Under HB 110, the 4 percent floor
woul d hit at $21.

1: 23: 33 PM

ACTI NG COW SSI ONER BUTCHER returned to his presentation and
conpared the current nom nal tax rate on production tax value to
the two rates proposed by HB 110 (slide 12). For presently
operating fields the proposed nomnal tax rate [would remain at
the current starting rate of 25 percent] and would follow the
same curve as under ACES, but it would be bracketed and would be
capped at a peak of 50 percent. For new fields the proposed
nom nal tax rate would start at 15 percent, would be bracketed,
and woul d be capped at 40 percent.

ACTI NG COWMM SSI ONER BUTCHER next conpared the current margina
tax rate on production tax value to the two marginal rates
proposed by HB 110 (slide 13). He explained that the nargina
tax rate is what the tax is on each additional dollar above the
production tax value and what percent goes to the state. The
proposed incremental progressivity elimnates the current 87
percent marginal tax rate effect. He pointed out that the 87
percent is strictly for the state production tax percent; it is
actually 93 percent when all state and federal taxes are
i ncluded. Under HB 110, the marginal tax rate would increase at
a nore gradual rate and would not have as large a take at the
hi gh end of production tax value than under current |aw.

1: 25: 43 PM

ACTI NG COW SSI ONER BUTCHER noved to a conparison of the current
effective tax rate based on gross value at point of production
with the two effective rates proposed by HB 110 (slide 14).
Under current and proposed rates, the percentage of state take
increases as the [Alaska North Sl ope West Coast price per barre
i ncreases]. However, under HB 110 the slope of the tax increase
is less than that of current |aw.

ACTI NG COMW SSI ONER BUTCHER, in response to Co-Chair Seaton,
confirmed that the effective tax rate is the real noney that is
paid and is the percent of total dollars earned per barrel that
would go to the state. He said the effective tax rate is
applied after tax credits and after deduction of transportation
and ot her costs.
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1: 27: 18 PM

CO- CHAIR SEATON said industry has reported that the other
countries it is investing in have effective tax rates in the
range of 60 percent or so. For exanple, the governnent take in
Norway is 78 percent on the gross and in Indonesia it is 85
per cent . He asked why, when conpared to other jurisdictions
around the world, Alaska's effective tax rate of 35 percent is
per cei ved as onerous.

ACTI NG COW SSI ONER BUTCHER responded that the effective tax
rate shown [on slide 14] is l|lower because of the credits that
Al aska has, which are sonething that many other states and
countries do not have. The credits apply to sone but not al
dol | ars produced. He said he believes California and one other
state are the only states wth a higher tax rate than Al aska.
Therefore, on a North American basis Al aska does not stack up
when conpani es are deciding where to invest their dollars. On a
world basis there are other countries that have vast resources
like what Alaska used to have and, infrastructure-w se and
expl oration-w se, those countries are not nearly as challenging
as i s Al aska.

1: 30: 14 PM

CO CHAI R SEATON requested the Departnment of Revenue to provide
the conmttee wth a conparison of where conpanies are
investing, rather than a conparison of where they are not
i nvesting. In regard to the argunent that investnment in Al aska
does not conpare to others, he nmaintained that sonme of the
countries in which industry is investing, such as Russia, do not
have any nore infrastructure than does Al aska.

CO CHAI R FEI GE observed that at an Al aska North Sl ope West Coast
price of $100 per barrel, the effective tax rate is 28 percent
(slide 14). He asked whether this includes the percent of
federal taxes and property taxes.

ACTING COWM SSIONER BUTCHER replied that this is just the
production tax. In further response, he confirmed that the
percentages depicted on slide 14 do not include the entire
gover nment take.

1: 32: 08 PM
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ACTING COW SSIONER BUTCHER resunmed his presentation and
di scussed the cash flow split at different oil prices under ACES
for the years 2013-2040 as projected under the Departnent of
Revenue's fall 2010 production forecast (slide 15). He
recounted that when oil first started flow ng through the Trans-
Al aska Pipeline System (TAPS), then-Governor Hammond and the
| egi sl ature enphasi zed that an approximately even split between
the producers’ take and the state's take was considered
r easonabl e. He said he is not saying that [the adm nistration]
is shooting for this; rather, it is a historical observation
that he is relating. At Alaska North Slope Wst Coast oi
prices of $50-$90 per barrel, Al aska's take under ACES would be
50 percent or less of the cash flow for the years 2013-2040. At
$100 per barrel, Alaska's take would be 53 percent of the cash
flow, the producers' take would be 29 percent, and the federa
governnment take would be 18 percent. At a price of $150,
Al aska's take woul d be 62 percent.

1: 34: 28 PM

REPRESENTATI VE GARDNER described a scenario in which the price
of oil rises, thereby increasing the marginal tax rate. She
surmsed that since Alaska has a net profit tax, a producer
could reduce its tax rate in the aforenentioned scenario by
reinvesting the extra dollar which would reduce the profit.

ACTI NG COW SSI ONER BUTCHER agr eed.

REPRESENTATI VE GARDNER further surmised that a producer can
control its tax rate by drilling a new well and deducting it
which is exactly what the state is trying to do. She understood
t hat about one-third of every dollar less in state take would go
to the federal governnent. Thus, she presuned, the graph on
slide 15 is based on certain assunptions that can be changed by
any producer.

ACTI NG COW SSI ONER BUTCHER answered yes. He directed attention
to slide 16 which illustrates what the total cash flow spilt
woul d be under the proposed provisions of HB 110 at different
oil prices for the years 2013-2040 as projected under the
departnment's [fall 2010] production forecast. He said the graph
shows that the state's take would be reduced, while the federa
government's and producers' takes woul d increase.

1: 36: 08 PM
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REPRESENTATI VE GARDNER surmi sed it is being assuned that passage
of HB 110 would result in a certain anount of investnment, but it
i's unknown how nuch that investnent m ght be because there is no
way to calculate it.

ACTING COW SSI ONER BUTCHER agr eed. He related that the
governor has nade it clear there is no way [the adm nistration]
can promse what will happen in the future. The governor has

pointed out that industry needs to step up and discuss where it
sees things going, which it did |last week. He acknow edged that
the Departnent of Revenue's nunbers in the fiscal note are
estimates based on the best information available at the tine.

1:37:50 PM

REPRESENTATI VE GARDNER wunderstood that predicting the future
price of oil is an informed guess. However, she said predicting
how i nvestnment may or may not change as a result of HB 110 is
crucial. She asked whether there is any data and noted that the
producers testified that the passage of HB 110 "may" change
investnment or that it is "a start.” There was no conm t nent

that reducing taxes would necessarily increase the producers’
i nvest ments.

ACTI NG COW SSI ONER BUTCHER referenced the [2/11/11] testinony
of the departnent's consultant [Rich Ruggiero] from Gaffney,
Cline & Associ ates. In this testinony the consultant provided
general projections about what the state would be giving up in
the short term and what the state would potentially have in the
long term However, he continued, the department does not have
a dollar to dollar breakdown of those projections. He offered
to provide nenbers with nore detail in this regard.

REPRESENTATI VE GARDNER said she is very interested in know ng
what goes into cal culating what the investnments will be.

1:39: 22 PM

ACTI NG COW SSI ONER BUTCHER returned to his presentation and
outlined the estimated total cash flow spilt that would occur at
different oil prices under HB 110 for the years 2013-2040 based
on the departnent's [fall 2010] production forecast (slide 16).
At an Alaska North Slope Wst Coast oil price of $100 per
barrel, the cash flow split would be 44 percent to the state, 35
percent to the producers, and 21 percent to the federal
government, as conpared to 53 percent, 29 percent, and 18
percent, respectively, under current ACES |aw At increased

HOUSE RES COW TTEE -10- February 21, 2011



prices, the producers' percentage of take would still be reduced

and the state's take would still increase, but not as steeply as
under current |aw He said [the adm nistration] believes the
state would still be getting its fair share at 50 percent of the

cash flow when oil prices are high [$150].
1:40: 49 PM

CO CHAIR SEATON inquired where the incentive cones in for the
i nvest nent . He calculated that at a price of $120, less $30 in
cost, the production tax value would be $90, at which industry
would receive 29 percent of the cash flow under HB 110 as
conpared to 25 percent under ACES, as well as industry getting
the investnent in the field. Under HB 110, all of that
investment would only yield industry a 1 percent change in the
retention of tax. He inquired whether HB 110 would therefore
elimnate the tax incentive that was trying to be built in for
stinmulating infield production.

ACTING COW SSIONER BUTCHER said he believes industry has
testified quite strongly behind HB 110. He presuned that, if

asked, industry would suggest |ower nunbers than what are
proposed in the bill. The purpose of slide 16 is to show that
from the departnent's perspective the state would still be

protected under HB 110 and would get its fair share; not to
poi nt out why the industry should be happy that this change is
bei ng made.

1:43: 03 PM

CO CHAIR SEATON directed attention to the marginal tax rates
depicted on slide 13. He calculated that if the anmount of
i nvestment reduced the production tax value from $90 to $70, the
mar gi nal basis would drop by 15 percent under current |aw, but
under HB 110 the narginal basis would drop by only 5 percent.
He said this is two-thirds less reward for the investnent and he
therefore questions how HB 110 ©provides incentive for
i nvest nent .

ACTI NG COW SSI ONER BUTCHER responded that any tine the tax rate
is reduced and there is deduction, theoretically there would be
a reduction in what industry wuld be able to take from the
taxes. The producers and explorers have testified that this is
not viewed as detrinental to their business, just as [the
adm ni stration] does not viewit as detrinental to the state.

1:45: 54 PM
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CO CHAI R SEATON said that in his aforenentioned exanple the tax
l[tability is reduced by 15 percent [under current law, but that
same investnent under HB 110 would only reduce the tax liability
by 5 percent. He asked how that is an incentive for
reinvesting, other than just saying that industry mght do
sonmething if it has nore noney.

ACTI NG COW SSI ONER BUTCHER replied that producers have told the
departnment and have testified that when naking investnent
deci sions about where to explore and where to invest funds, the
long term is looked at and it is nore than just what 1is

reinvestnment and tax credits. It is what the high end is, what
effective is, and what marginal is, and taking a higher marginal
tax rate down a higher percentage to what is still a higher

nunber is going to be less of an incentive than would occur
under HB 110, which would take it down a snaller percentage but
woul d be at a | ower percentage of taxes |ooking |long term

1:47:55 PM

CO CHAI R FEI GE asked whether the comm ssioner and the departnent
believe that the current ACES structure has encouraged
expl orati on.

ACTI NG COW SSI ONER BUTCHER answered that, based upon there
being virtually no new exploration over the past few years and
based upon anecdotal information that explorers that have found
oil have been unable to find partners to devel op, the departnent
believes the current tax structure has been a deterrent to
i nvest ment . The state has not received the kind of investnent
that seens to be going on in the rest of the U S. and the world,
which is spurred in particular by the high price of oil.

CO- CHAIR FEICGE inquired whether the conm ssioner believes that
altering the tax rate as proposed by HB 110 would increase
exploration and subsequent production if the exploration is
successful .

ACTING COW SSI ONER BUTCHER said he woul d. The depart nment
believes the changes in HB 110 wll spur exploration and
i ncrease production while still allowing the state to keep its

fair share and not do nore than it needs to do.

1:49: 31 PM
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REPRESENTATI VE  P. WLSON observed that the decrease in
exploration started a few years before PPT or ACES went into
effect. Therefore, she asked, how is it known that the
decreased expl orati on woul d not have happened anyway.

ACTI NG COW SSI ONER BUTCHER responded that during the pre-PPT
years the price of oil was fairly |ow When Governor Frank
Mur kowski took office in 2003, the state was | ooking at a budget
deficit of about $500-3%600 million. Wile nuch of that was due
to the ELF needing to be reforned, it was also due to the |ow
oil price. Many factors affect whether there is exploration, he
continued, but he believes that tax rates are the biggest piece
that the State of Al aska can do sonething about. He said it is
his opinion that the lack of exploration in Alaska is even nore
alarmng given what is going in other states and countries at
this high price.

1:51:19 PM

REPRESENTATI VE GARDNER observed that industry nust currently
spend noney in Alaska to reduce its taxes, but if HB 110 is
passed industry will not have to spend anything to reduce its
tax rate. She inquired whether HB 110 is not the opposite of
what the state would want to do.

ACTI NG COW SSI ONER BUTCHER replied that under HB 110 spending
and increased investnment would reduce industry's tax | oad. He
allowed that on a percentage basis a lower tax rate would result
in a |lower anobunt of taxes being reduced by spending, but said
that producers take many things into consideration when naking
their decisions, and for the out years they look at the tax to
see where the high take can be to offset when prices are |ow
for exanple, "Shell" has spent nearly $4 billion in devel oping
the outer continental shelf (CCS). When naking deci sions,
industry | ooks at the upside as well as everything. Depart ment
di scussions indicate that |looking at the tax rate, in particular
the high marginal tax rate, plays a greater role than do the
ot her pieces, although that is not to say the other pieces are
uni nportant. The departnent is trying to do what it has heard

will spur investnent and spending and would create nore jobs in
t he state.

1:53:29 PM

REPRESENTATI VE GARDNER said she still does not understand how
reduci ng taxes will increase industry investnent.
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ACTI NG COW SSI ONER BUTCHER responded that if he was running a
conpany he would not increase spending on exploration just to
reduce his taxes if it was cost prohibitive in the long run to
devel op and produce the area that he was exploring. It would
ultimately cost hundreds of mllions of dollars to do so, he
said. He suggested that industry be asked this question.

REPRESENTATI VE GARDNER remarked that this would be true under
ei ther system

1: 56: 40 PM

BRUCE TANGEMAN, Deputy Conmm ssioner, Ofice of the Comm ssioner,
Departnent of Revenue (DOR), provided a sectional analysis of HB
110. He explained that Sections 1-5 of the bill would anend AS
43.05.225 to address the interest rate clauses (slide 18).
Sections 1 and 2 are conform ng anmendnents. Section 3 proposes
a new interest rate of 11 percent or the federal rate plus 3
percent, whichever is lower. Currently, the interest rate is 11
percent or the federal rate plus 5 percent, whichever is higher.
Sections 4 and 5 are conform ng anendnents.

MR. TANGEMAN rel ated that Section 6 addresses the 25 percent tax

rate for existing oil producing fields and proposes to
incorporate a 15 percent tax rate for state land that is not
currently producing or not unitized (slide 19). Section 6 also

proposes that progressivity be levied on an annual, rather than
a nonthly, basis. This would annualize the revenue side of the
equation to what is currently annualized under the credits and
expendi tures side. The state would still receive a nonthly
paynment, but how that paynent is cal cul ated woul d be changed.

1: 58: 46 PM

MR. TANGEMAN said Section 7 proposes |ower threshold prices for
application of the mninmum tax (slide 20). Currently, the
mnimum tax is 4 percent of gross when the Alaska North Slope
West Coast price is over $25 per barrel; Section 7 would | ower

the price to $20. Currently, three percent of gross is
cal cul ated between $20 and $25; under the new | anguage it woul d
be between $17.50 and $20. Two percent of gross currently is

cal cul ated between $17.50 and $20; under the new |anguage it
woul d be between $15 and $17.50. M ninum tax of one percent of
gross currently is between $15 and $17.50; wunder the new
| anguage it woul d be between $12.50 and $15.
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MR. TANGEMAN explained that Section 8 proposes an incone-tax-
type bracketing of progressivity (slide 20). He directed
attention to page 4 of the bill where Section 8 l|lays out the
brackets for both the 25 percent oil production and the 15
percent oil production.

2:00: 33 PM

MR. TANGEMAN said Section 9 accounts for the technical changes
of going from a nmonthly to an annual calculation (slide 21).
Section 10 is a conform ng anmendnent for the proposed interest
rate change. Section 11 proposes to renove the requirenent that
tax credits for qualified capital expenditures be taken over two
years; thus, the credit could be taken in one year. Section 12
is a cleanup section to allow the proposed change in Section 11
to take pl ace.

MR. TANGEMAN related that Sections 13 and 14 are anendnents to
reflect the proposed interest rate change and relate to the
proposed change in issuance of well |ease expenditure credits.
Sections 15 and 16 propose to expand the 40 percent well |ease
expenditure credit to include qualified expenditures on the
North Slope; currently the 40 percent credit applies only to
wel |'s bel ow 68 degrees north |atitude. Sections 17 and 18 are
the conformng anendnents to inplenment Sections 15 and 16.
Section 19 proposes that the statute of I|imtations for
production tax be reduced from six years to four years beginning
with the 2014 tax liability. It is believed that this would not
be onerous on the departnent, he said.

2:03: 20 PM

MR. TANGEMAN expl ained that Section 20 would anmend AS 43.55. 160
to account for production subject to the proposed 15 percent tax
rate and the proposed progressivity changes (slide 23).
Sections 21, 22, and 23 are conformng anendnments for the
proposed interest rate change. Section 24 would repeal AS
43.55.023(m) since all <capital credit certificates would be
issued as one certificate and relates to the proposed change
that the credits do not have to be taken over two years.

MR. TANCEMAN said the rest of the sections are nostly
clarification and conform ng anendnents (slide 25). Section 26
woul d provide the Departnent of Revenue (DOR) with the authority
to adopt regulations to inplenment HB 110, which is standard for
any proposed tax change. Sections 27-30 provide the effective
dat es: July 1, 2011, is the proposed effective date for the
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proposed reduction in interest rate for overpaynent and
under paynent of taxes; January 1, 2012, is the proposed
effective date for the proposal to allow credits for
expenditures nade after this date to be used in one year instead
of having to be spread over two years; January 1, 2012, is also
the proposed effective date for the proposed extension to the
North Slope of the 40 percent well |ease expenditure credit;
January 1, 2013, is the proposed effective date for the proposed
change to annual and bracketed progressivity along wth a
proposed 50 percent maxinmum rate; January 1, 2013, is also the
proposed effective date for the proposed lower tax rate of 15
percent for new | eases or properties as well as for the proposed
change to the mninmum tax thresholds; and January 1, 2014, is
the proposed effective date for the proposed change from six
years to four years in the statute of limtations for production
t ax.

2:05:57 PM

CO- CHAIR FEIGE pointed out that all of the producers testified
the effective dates should be sooner. He asked why the
department chose these effective dates.

ACTI NG COW SSI ONER BUTCHER responded that the Tax Division is a
bit behind in auditing because of the PPT and ACES changes.
Additionally, new regulations would need to be witten. An
effective date for the tax changes of January 1, 2013, therefore
seemed much nore realistic than 2012. The effective dates for
the interest rate and credit changes are earlier because those
woul d not take a trenmendous anmount of work by the departnment to

i npl enent . The additional year for the statute of limtations
change is to nmake absolutely sure the departnment is as caught up
on its audits. In further response, he confirnmed that the

spacing of the proposed effective dates is to give the
departnment the time to wite the new rul es.

2:08:15 PM

REPRESENTATI VE GARDNER referenced Section 8 and inquired who is
doi ng exploration work right now.

ACTING COWM SSIONER BUTCHER replied that according to the
Department of Natural Resources (DNR) and the Alaska G| and Gas
Conservation Conm ssion (AOBCC), Brooks Range Petroleum is
drilling the one oil exploration well expected in Alaska this
year, and it is on the North Sl ope.
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2:08:42 PM

REPRESENTATI VE GARDNER asked what is the total anount paid out
in capital tax credits under ACES and how nuch of that was for
exploration wells.

MR. TANGEMAN deferred to M. Lenni e Dees.

LENNI E DEES, Audit Master, Production Audit G oup, Tax Division,
Department of Revenue (DOR), answered that he does not have in
front of him a nunber for just ACES. However, from the
begi nning of PPT to date, the total is $3 billion in the anount
withheld fromtax liability plus what the state has paid through
the appropriations fund. O that, about $450 nmillion was paid
out for exploration credits.

2:11: 03 PM

REPRESENTATI VE GARDNER cal cul ated that about one-sixth of the
tax credits paid out were for exploration. She asked what, in
broad terns, the rest of the tax credits were for.

MR. DEES responded that capital expenditure credits are for
drilling devel opnment wells and building facilities in both old
and new fields and these credits were about $2.4 billion of that
anount . Net operating loss carried forward credits are for
conpanies that are not currently tax payers but are incurring
net operating loss and these credits were $475 nmillion. The
remai nder was the small producer credits applied against taxes.

REPRESENTATI VE GARDNER cited the Kuparuk field as an exanple of
basically $0 in production tax under the old ELF system and
inquired whether there was any evidence of exploration or
drilling of new wells.

MR. DEES said he believes the exploration credit cane into being
in 2003 and that about $48 mllion in exploration credits was
applied for prior to PPT.

2:13:43 PM

REPRESENTATI VE GARDNER asked whether the state has historica
data indicating that the lowering of taxes fosters job growth or
new wel | s.

MR. DEES said he does not have any data that he could positively
associate wth that.
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ACTI NG COW SSI ONER BUTCHER interjected that a few years ago
Al berta raised its royalty to a level seen as prohibitive by
industry and the anount of exploration subsequently dropped.
About a year ago the province lowered its royalty and the
anecdotal information is that there is now nore devel opnent; the
department is still looking into finding black-and-white
information to show that. In further response, he said the
departnment has no data for Alaska since the last two oil tax
i ncreases, other than it appears that there is | ess exploration.

2:15:15 PM

CO- CHAIR FEICGE inquired whether there has been an increase or
decrease in capital credits for exploration since the 2007
enact nent of ACES.

MR. DEES answered that when PPT was in effect prior to Fisca
Year (FY) 2007, the exploration credits clained were about $48
mllion in addition to what was wthheld from the tax
liabilities and what was clainmed via the applications. In
fiscal years 2007, 2008, 2009, and 2010, that anmount was about
$92 million, $93 nillion, $84 nmllion, and $133 nillion
respectively. The projection for FY 2011 is $22 mllion. He
cautioned against |ooking at that trend as being when those
activities actually occurred because there is a tine |ag between
when the activities occur and when the conpanies actually apply
for those particular credits.

2:18: 33 PM

CO CHAI R FEI GE understood that these credits do not necessarily
reflect activity that took place in those particular years.

MR. DEES replied correct. He explained that the drilling season
on the North Slope is typically between Cctober of one year and
March and April of the next year. Under the statute, conpanies
must file for the credit within 6 nonths after conpletion of the
proj ect . Sonme projects may take two drilling periods. So, by
the tinme the departnent receives and processes an application
there could be a lag tine of one to one and a half years since
the actual expenditure was incurred. In further response, he
confirnmed that the figure of $133 mllion in FY 2010 could have
happened as far back as 2008. He further clarified that many of
the applications for FY 2010 would have begun July 1, 2009,
t hrough June 30, 2010, so the departnent probably received a | ot
of those applications in Septenber of 2009.
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2:20: 15 PM

REPRESENTATI VE MUNOZ asked how much of the $2.4 billion in
capital expenditure credits since PPT was for naintenance of
facilities.

MR. DEES responded he does not have that breakdown.

REPRESENTATI VE GARDNER i nquired whether that data is available
to the state or whether M. Dees does not have it right now

MR. DEES said he does not have the data in front of him but of

the $2.4 billion nearly $1 billion was credits clained by
conpani es not currently producing. |In the application process a
conpany nust provide a listing of the expenditures for which it

is claimng credits. The conpanies applying for transferable
tax credit certificates are primarily in either an exploration
or devel opnent stage, so at least $1 billion of that would have
been for construction of facilities or drilling of devel opnent

wel I's, not maintenance. The remaining $1.5 billion cane from
the nore mture fields, which neans currently-producing
conpani es, and the departnent does not have a breakdown of those
particular costs until it actually audits those tax filings.

The departnment has conpleted its audits for the year 2006, which
is the first year on the PPT, and is now in the process of
audi ting 2007. Under the current requirenents for tax filings,
the anmount of capital expenditures mnust be provided for the
anount of credits being clainmed, but a detailed breakdown of
what those capital expenditures are for is not required.

2:24:29 PM

ACTI NG COW SSI ONER BUTCHER added that the Departnment of Law
(DAL) has concluded that a regulatory <change requiring a
breakdown of capital expenditures can be done by the Departnent
of Revenue. When the regulations were witten, the departnent
did not include that as a requirenent; thus, it is not a matter
of industry not giving this information to the departnent.

COCHAIR FEIGE said the comittee probably expects the
departnment to add sonmething to those regul ati ons.

ACTI NG COW SSI ONER BUTCHER replied, "Duly noted."

2:25:29 PM
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CO CHAI R SEATON recalled that the nonthly basis of progressivity
was put in place for the purpose of windfall profits, such that
the state rather than the federal governnent would receive
something if there was a big spike in oil prices. He asked why
Section 6 proposes to change the progressivity to an annual
basis that would m ss capturing any windfall profit tax.

ACTI NG COW SSI ONER BUTCHER conveyed that it has been nore

difficult than expected to line up nonthly oil prices wth
expenditures, which are done on a yearly basis. This provision
is not a key aspect of the bill, it is just one of many tweaks

the departrment |ooked at to sinplify things for both the
departnment and the industry.

2:27:56 PM

CO CHAIR SEATON commented that he does not see how the state
woul d benefit from giving up the windfall profit tax angle by
going froma nonthly to an annual basis for progressivity.

ACTI NG COW SSI ONER BUTCHER responded that it would be a rolling
average through the course of the year. He said the departnent
believes the true-up in March would be easier if it was based on
a rolling average that adjusted as the year went on than it
would be with the spike and drop of nonthly oil prices. He
allowed that Co-Chair Seaton is correct because when the
departnment reviewed the last six years to determne the
difference between nonthly and annually, it wvaried from a
di fference of about $150 million to about $450 mlli on.

ACTING COW SSIONER BUTCHER, in response to Co-Chair Feige,

confirmed that this difference was in relation to billions of
dol l ars per year over this tinme period. |In further response, he
confirmed that a rolling average would not only snooth over the
spi kes, it would fill in the sharp troughs in the price as well.

However, he allowed, a rolling average woul d have an effect.

CO CHAIR SEATON noted that the intended effect was to catch
those w ndfall profit spikes that occur when an accident or
wor | dwi de event happens and that are not at all tied directly to
i nvest ment . He inquired whether the fiscal note reflects the
| oss of $100-$400 mllion fromthis issue.

ACTI NG COW SSI ONER BUTCHER replied yes.

2:30: 38 PM
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REPRESENTATI VE KAWASAKI said he does not see this |oss reflected
in the fiscal note. He asked what price per barrel the fisca
note i s nodel ed on.

ACTI NG COW SSI ONER BUTCHER answered that it is nodeled on the
Department of Revenue's fall 2010 forecast for both production
and price.

REPRESENTATI VE KAWASAKI inquired how the calculations for price
spi kes are done, such as for the current spike that is happening
as a result of the turnmoil in Egypt and Li bya.

ACTI NG COW SSI ONER BUTCHER responded that it would be just a
very rough estimate, given that no one can predict the ups and
downs t hroughout a year.

REPRESENTATI VE = KAVWASAKI asked whether the departnent has
consi dered cal culating the deductions nonthly as opposed to the
way they are done annually.

ACTI NG COW SSI ONER BUTCHER replied that he believes it would be
much nore difficult for the industry. He deferred to M. Dees.

MR. DEES said he does not believe the Departnment of Revenue has

| ooked at deducting actuals on a nonthly basis. He predicted
that industry would tell the commttee that this would be
difficult to do. There would be a greater need for industry to
do adjustnents if this was required, he continued. It would

depend on each conpany's nonthly accounting cycles and when a
conpany finalizes its books as to how difficult it would be to
match up the actual expenditures for the nonth; so it would be
possi ble for some conpanies and nore difficult for others. He
said he believes that npbst conpanies currently have an annua
estimate for projected |ease expenses for the year; as that
changes throughout the year the conpany makes adjustnents to its
monthly installnments and nust also adjust prior nonths if those
are affected.

2:34.18 PM

REPRESENTATI VE HERRON requested the departnent to prepare a
slide showing a scenario where the overall tax rate remains the
same as current law, but with the progressivity bracketed.

ACTI NG COW SSI ONER BUTCHER agreed to do so.

2:35: 07 PM
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CO CHAI R SEATON inquired where the $100-$400 mllion loss from
t he proposed annuali zing of progressivity is shown.

ACTI NG COW SSI ONER BUTCHER deferred to Ms. Ni enhuis.
CHERYL N ENHU S, Petroleum Econom cs Policy Analyst, Anchorage

Ofice, Tax Division, Departnent of Revenue (DOR), said the tax
rate change is addressed in Section 3 of [Fiscal Note #1, dated

1/ 13/ 11, page 2]. Because the tax rate change woul d take effect
on January 1, 2013, it is unknown what the nonthly oil prices
will be in FY 2013 and therefore unknown what the nonthly
variation in tax rate will be. So, as far as being built into

the fiscal note, the departnment did not hazard a guess; for FY
2013 just one price for the year is projected. Under ACES there
was a pretty significant nonthly to annual tax rate change, so
calculating nonthly versus annually would have a fairly sizeable
di fference, especially if there is wvolatility in that year.
Under the proposed bracketed progressivity of HB 110, there
woul d be much |less of a change between nonthly and annual; the
percentages are significantly |ess. That is because under ACES
the progressivity is fornulaic, which neans that every dollar of
profit actually increases the tax rate; whereas under HB 110
there would be $12.50 worth of profit under the sane tax rate,
so the nonthly to annual calculation would result in less of a
tax rate change.

2:37: 27 PM

CO- CHAIR SEATON reiterated that elimnating the windfall portion
of the nonthly progressivity would result in an average annua
decrease of $100-%$400 mnilli on. He asked whether this revenue
| oss is shown sonewhere in the fiscal note or is off the books.

MS. NIENHU S responded that the $100-%$400 nillion referenced by
Acting Comm ssioner Butcher was calculated under ACES. The
department is calculating much |ower changes under HB 110 and
wi t hout knowi ng the volatility it is unknown how much that woul d

be. Wth the current year prices it could be very little
because there has been little nonth-to-nmonth wvolatility;
therefore, that was not automatically built into the fiscal
not e. Departnment fiscal notes are normally done on the nost
recent forecasted prices and production, so there was not any
volatility to nodel this wunder. She offered to provide the

ranges of differences in production tax with nonthly and annua
cal cul ati ons.
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2:39:11 PM

CO- CHAIR FEIGE accepted M. N enhuis's offer. Regardi ng the
di fference between these two nethods of calculating the tax, he
surmsed that if the price is less volatile the difference is
less, and if the price is nore volatile the difference is nore.

M5. NIENHU' S replied correct. She noted that FY 2009 had very
volatile oil prices and that was where the biggest difference
was seen. This would be cal cul ated on a cal endar year basis, so
it would not necessarily correspond to fiscal years. However,
what ever neasure of volatility there is for nonth-to-nmonth is
going to nake the difference in the production tax rate between
mont hly and annual .

2:40: 16 PM

CO- CHAIR SEATON expressed his concern that the revenue
projections for HB 110 do not reflect this loss of $100-3%400
mllion per year. He inquired whether there are any other
aspects of HB 110 that reduce revenue that are not shown on the
fiscal note for the sanme type of reasoning.

ACTI NG COWM SSI ONER BUTCHER apol ogi zed for this msinformation
on the fiscal note. He said he and Ms. N enhuis had not spoken
in detail about this and her view that the anpbunt of change
based on the switch from the higher spikes of ACES to the
brackets would result in a nuch smaller nunber. He added t hat
he thinks it will be nuch | ess than $100-$400 mlli on.

2:41: 29 PM

REPRESENTATI VE KAWASAKI referenced [Chart 8, page 11] of the
comm ssioner's [January 18, 2011, G| and Gas Production Tax
Status Report] which depicts enploynment in Alaska's oil and gas
industry during the years of a gross profits tax and during the
years of a net profits tax. He asked for an explanation of what
these nunbers would mean in terns of Representative Gardner's
guestion about whether the state has historical data indicating
that the |l owering of taxes fosters job growh.

ACTI NG COW SSI ONER BUTCHER answered that the departnent does
not have a good breakdown of where that enploynment has been
going. The producers have told the departnent that a trenmendous
anount of maintenance work is being done on mature fields and in
trying to keep production levels from declining further, but
very little is going into exploration. That is backed up when
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exploration wells are | ooked at, but DOR does not have the hard
data that says specifically what those positions are going for.

2:43:19 PM

REPRESENTATI VE KAWASAKI inquired whether DOR has any data that
connects jobs wth what has happened wth tax rates
historically.

ACTI NG COW SSI ONER BUTCHER responded that the departnent does
not have any breakdown that would say definitively one way or
anot her, but there is anecdotal information. The departnent has
di scovered that through regulation it can get nore information
than it currently has, but he is wunaware why that was not
pursued by the department previously.

MR. TANGEMAN added that specifically tying the effects of the
tax one-to-one on job growth would be very difficult wthout
taking into account the other variables, such as oil price.

2:44: 47 PM

CO CHAIR FEI GE pointed out that the nunber of exploration wells
depicted on slide 6 shows a definite dowward trend and this
could be tied to price or jobs. He asked whether Representative
Kawasaki wants nore information.

REPRESENTATI VE KAWASAKI replied he does want nore information

because HB 110 has nulti-billion-dollar inplications and it does
not seem like the Departnent of Revenue has the data to back up
any of the proposed changes. He requested information that

shows the nunber of exploration wells drilled prior to 2005.
ACTI NG COW SSI ONER BUTCHER said DOR will get what it can.
2:46: 03 PM

REPRESENTATI VE GARDNER recalled that House Bill 280, the Cook
Inl et gas storage bill by Representative Hawker, was passed | ast
year. That bill replaced the 20 percent credit for general
capital activity with a new 40 percent credit for well drilling
activity. Under Section 15 of HB 110, she noted, the state
would pick up the 40 percent credit statew de. She surm sed
that because it is a net profits tax the cost for the well would
bring down the taxes; so, at a price of $85 per barrel the tax
rate would be about 35 percent. Therefore, the state would be
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participating in the well at about 75 percent of the cost, she
cal cul ated. She asked whether that is the intent of HB 110.

MR. TANGEMAN answered that it is not that sinple because sone
tax credits are stackable and sonme are not. He said 75 percent
is not a nunber he has heard.

2:47:55 PM

REPRESENTATI VE GARDNER reiterated that there would be a 40
percent credit at the top. The tax would also be reduced by 35
percent of that anmount because Al aska has a net profits tax.
For exanple, if a conpany is being taxed on $100 that would be
reduced to $50 by the 40 percent tax credit; the conpany woul d
then pay taxes on only 60 percent. Thus, roughly 35 percent of
that $40 is also a tax savings to the taxpayer.

MR. TANGEMAN asked whether that $100 is the price per barrel of
oil or $100 of investnment in a well.

COCHAIR FEIGE interjected that the tax credit is not received
unl ess the conpany invests the noney.

REPRESENTATI VE GARDNER said there is the 40 percent tax credit
as well as a deductible expense at about 35 percent tax rate.

MR. TANGEMAN deferred to M. Dees.

MR. DEES explained that the 40 percent well |ease expenditure
credit did not replace the 20 percent credit; rather, it allowed
an additional credit on certain well |ease expenditures that net
certain criteria. The criteria for neeting that are what are
called intangible drilling costs associated with drilling a
well. So, it is not that the entire cost of a well received 40
percent; the intangible drilling costs received the additional
20 percent. Intangible drilling costs are those costs for itens
associated with a well that are deenmed to not have a sal vage
value. As a rule of thunb, intangible drilling costs constitute
about 75-85 percent of the cost of drilling a well.
Theoretically, what Representative Gardner is saying is true:
if the well received the regular 20 percent credit plus the

other additional 20 percent credit on those certain itens, and
the cost was deductible for production tax purposes, the conpany
woul d benefit to the extent of whatever the production tax rate
is for that particular nonth or year.

2:52: 10 PM
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REPRESENTATI VE DI CK inquired how the federal governnent take is
determned and why the federal governnent is not participating
in the effort to stinulate devel oprent.

ACTI NG COW SSI ONER BUTCHER explained that federal taxes are
based on what Congress passes. Sonme parts of the state tax are
deductible from the federal tax, so when Alaska's tax goes up
the federal tax drops. He offered to provide nore information
inthis regard if it is requested.

REPRESENTATI VE DI CK said he will pursue that.
2:53: 08 PM

COCHAIR FEIGE said he believes the original intent of the 40
percent credit for Cook Inlet was to encourage nore exploratory

drilling in the Cook Inlet to increase the supply of gas for the
Anchor age Bow . He asked whether there has been effect from
that credit.

ACTING COW SSIONER  BUTCHER deferred to the Departnent of
Nat ural Resources for details, but said it appears that the
credit is working because a couple of conpanies are currently
trying to bring jack-up rigs to the Cook Inlet.

CO CHAI R SEATON asked whether the intangible drilling cost of 40
percent is what is stinulating that instead of the 100 percent
of the cost of the first well and 90 percent of the second.

ACTI NG COMW SSI ONER BUTCHER replied he is sure that is playing a
major role as well. A few changes were nmade and as a result
t here has been activity.

2:54: 27 PM

CO CHAI R SEATON observed that Item 3 of Fiscal Note 1 [page 2 of
2] projects a decrease in revenue to the state of $1,423 nillion
in FY 2017. He further observed that Item 6 projects a revenue
decrease of $200-$400 nmillion, which he does not believe is
included in Item 3. Additionally, $100-$400 million in revenue
would be lost from changing the windfall profits tax from a
nmonthly to an annual basis. He cal cul ated that the real inpact
of HB 110 would therefore be a revenue |oss of $1.723-%$2.223
mllion in FY 2017.
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ACTI NG COWMWM SSI ONER BUTCHER pointed out that DOR s estinates of
reduced revenue are only half of the picture. The fiscal note
does not show the increased revenue the departnent believes wll
result from passage of HB 110. He deferred to Ms. N enhuis to
answer the question.

M5. NIENHU S agreed that Co-Chair Seaton's nunbers are in the
bal | park, although $100-$400 million mght be a little high for
the change to annual progressivity. The fiscal inpact of each
provi sion was stated separately and the inpacts would be added
together if HB 110 passed as currently witten. As far as the

40 percent well |ease expenditure credits, the departnment had
very limted data on which to project because DOR does not
receive its expenditure estimates by type of expenditure. It is

hoped there would be additional production if passage of HB 110
results in the additional developnent that is foreseen by the
depart nent. If there is additional drilling, the well |ease
expenditure credits could go up. In its fiscal notes, the
departnment tries as much as possible to follow its |ast forecast
information, so anything on this fiscal note uses that forecast
al one.

2:58:46 PM

CO- CHAI R SEATON said an average revenue reduction of $2 billion
per year is nore significant than has been the general feeling.

There is talk about increased drilling, vyet there are no
comm tnments from anyone for new projects. The maj or conpani es
testified that they are giving up exploration |eases and wll
not be in the position to do exploratory work. There is no

forecast of potential new units beyond Liberty and the other
fields scheduled to cone on line soon, and no forecast that is
above the current level of well workover and production wells
wthin existing units. He therefore surm sed that the projected
revenue reduction will not change unless the bill does cause
stimul ation.

ACTI NG COW SSI ONER BUTCHER agreed, but explained that M.
Ni enhuis's task on conpiling the fiscal note was to | ook at the
current forecast and extrapolate the nunbers from that, she was
not tasked with estimating the positive effects that HB 110
woul d have on exploration and production. | ndustry and the
explorers have testified about what they are looking for; it is
unlikely there will be any prom se of investnents, particularly
from the larger corporations, because they nust work through
their boards of directors. However, industry should be able to
give nenbers the information that is needed about whether HB 110
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would be a material change to their conpanies' views on where
their investnent dollar will go forward in regard to Al aska.

3:01: 39 PM

CO CHAIR FEI GE announced that all proposed anmendnents nust be
prepared by Legislative Legal and Research Services and be
submtted to the co-chairs 24 hours prior to the next hearing.
He further announced that Admral Barrett of Alyeska Pipeline
Service Conpany will give a presentation on |owflow issues when
HB 110 is before the House Finance Comm ttee.

CO CHAI R SEATON i nquired whether the Departnent of Revenue w |
have the requested analyses of projections for oil and the
i npact on state revenue by the next hearing on 2/23/11.

ACTI NG COW SSI ONER BUTCHER said DOR should have answers to the
guestions that have been asked.

3:03: 28 PM

REPRESENTATI VE P. WLSON noted that she was expecting to receive
an answer from the departnent regarding how the statutes could
be changed so the state could receive nore of the needed
i nformation.

ACTI NG COMM SSI ONER BUTCHER answered that DOR believes it can do
this through regulation. He said he will provide the co-chairs
with the information that he has fromthe Departnent of Law.

REPRESENTATI VE P. W LSON poi nted out that when this question was
asked the other day, the answer was that nore information could
not be received by the departnent than now because of current
state statute.

ACTI NG COW SSI ONER BUTCHER said his response at the tine of the
guestion was that he believed it was statutory but it could be
regul atory. The Departnent of Law (DOL) looked into it and
determned that this can be done by regqgul ation. He reiterated
that he woul d provi de the DOL opi nion.

REPRESENTATI VE GARDNER observed that Section 20 of HB 110
references existing legislation about snall producer credits.
She asked whet her expansion of the small producer credits around
the state could result in a doubling up on the credit and, if
so, whether this is the intention or the effect.
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ACTI NG COW SSI ONER BUTCHER replied he will get that information
to the commttee.

3:05:30 PM

The neeting was recessed at 3:05 p.m wuntil 5:15 p.m that
eveni ng.

5:21:53 PM

COCHAIR ERIC FEIGE <called the House Resources Standing
Commttee neeting back to order at 5:21 p.m Present at the
call back to order were Representatives Feige, Seaton, Kawasaki
P. WIlson, Herron, Miunoz, Foster, and Gardner.

[HB 110 was hel d over.]

5:22:08 PM

ADJ QURNVENT

There being no further business before the conmttee, the House
Resources Standing Commttee neeting was adjourned at 5:22 p.m
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