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"An Act relating to the interest rate applicable to certain
amounts 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 nonthly installnent
paynents of estimated oil and gas production tax; relating to
oil and gas production tax credits for certain expenditures,

i ncl udi ng qual ified capi tal credits for expl orati on,
devel opment, and production; relating to the Ilimtation on
assessment of oil and gas production taxes; relating to the
determination of oil and gas production tax values; nmaking

conform ng anendnents; and providing for an effective date."
- HEARD & HELD
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W TNESS REG STER

RACHEL PETRO, President and CEO
Al aska State Chanber of Commerce
Anchor age, Al aska

PCOSI TI ON STATEMENT: Testified in support of HB 110.

VI NCE BELTRAM , Presi dent
Al aska AFL-CI O

PCSI TI ON STATEMENT: During hearing on HB 110, expressed concern
with the lack of commtnent for developnent, jobs, and Al aska

hire.

JERRY MCCUTCHEON
Anchor age, Al aska
PCSI TI ON STATEMENT: Testified in oppositi

MAYNARD TAPP

Hawk Consultants, LLC

Menber, Al aska Support Industry Alliance
Anchor age, Al aska

POSI TI ON STATEMENT: Testified in support

AVES THOWPSON, Executive Director

Al aska Trucki ng Associ ation

Anchor age, Al aska

PCSI TI ON STATEMENT: Testified in support

JASON BRUNE, Executive Director

Resour ce Devel opnent Council (RDC)

Anchor age, Al aska

PCSI TI ON STATEMENT: Testified in support

LAURA MAKETA

Wasi |l a, Al aska
POSI TI ON STATEMENT: Testified in support
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DAVI D OTNESS

Cordova, Al aska

PCSI TI ON STATEMENT: During hearing on HB 110, encouraged the
committee to maintain the current [tax regine on oil].

PAUL D. KENDALL

No address provided

POSI TI ON  STATEMENT: During hearing of HB 110, provided
conment s.

Rl CHARD SCHOCK, Oaner/ Qper at or

Fl ow i ne Al aska, Inc.

Fai r banks, Al aska

PCOSI TI ON STATEMENT: Testified in support of HB 110.

DEBORAH BROUI LETTE( PH)
No address provi ded
PCSI TI ON STATEMENT: Testified in support of HB 110.

ACTI ON NARRATI VE
5:22:17 PM

COCHAIR FEIGE called the House Resources Standing Conmttee
neeting to order at 5:22 p.m Represent atives Fei ge, Seaton,
Gardner, Foster, Minoz, Kawasaki, Herron, and P. WIson were
present at the call to order. Representative Dick arrived as
the neeting was in progress. Senator G essel was al so present.

HB 110- PRODUCTI ON TAX ON O L AND GAS

5:22:32 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 amobunts 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
nmonthly installnment paynents of estinmated oil and gas production
tax; relating to oil and gas production tax credits for certain

expendi t ures, i ncl udi ng qualified capital 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 anendnments; and providing for an
effective date.”
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5:23: 07 PM

RACHEL PETRO, President and CEO, Alaska State Chanber of
Conmmer ce, began by informng the commttee that the Alaska State
Chanber of Comrerce represents over 400 Dbusinesses and
or gani zati ons throughout Al aska. The m ssion of the chanber is
to pronote a positive business environnent in the state.
Therefore, the Alaska State Chanber of Comerce strongly
supports HB 110. She then inforned the conmittee that a year
ago Alaska ranked 117th out of 129 in fiscal terns, which she
opi ned is unacceptable. The state is conpeting in a gl obal
worl d, and thus she encouraged the [House] to nove quickly this
session to reform tax policy, the chanber's top priority this
sessi on. Ms. Petro pointed out that tax policy inpacts
investnment, as illustrated with the recent tax credits to the
filmindustry.

5:24: 44 PM

REPRESENTATI VE GARDNER recalled that another report, from
Frazier, ranked Alaska 68th out of 133 in overall [fiscal
terns].

M5. PETRO said that she has not seen that report.

REPRESENTATI VE GARDNER remarked that the |egislature receives
reports from various organi zations that have different resources
and goal s.

M5. PETRO commented that whether Al aska is ranked 50th or 100t h,
the Al aska State Chanber of Commerce remai ns concerned because
it believes Al aska should be ranked in the top 10.

5:26:14 PM

CO CHAIR SEATON noted that the committee received the
accurul ated fiscal note and if HB 110 passed, there would be a
reduction in revenue to the state in the anount of $1.7-%$2.2
billion per year. Such a reduction would result in the state
being in a deficit situation with fewer funds for capital
budget s. He asked if the Al aska State Chanber of Commerce is
concerned about a situation in which there is a significant
reduction in capital budget expenditures throughout the state,
rat her than funds only going to the North Sl ope.

5:27: 00 PM
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M5. PETRO related that the Al aska State Chanber of Commerce is
concerned wth the overall fiscal and economc climate in
Al aska. However, if exploration doesn't begin and Al aska's
pipeline isn't filled, there won't be anything to spend in the
future. Therefore, the chanber believes the |egislature should
act soon to incentivize exploration in order to fill the
pi pel i ne because w thout doing so there won't be resources to
appropri at e. Ms. Petro clarified that the Al aska State Chanber
of Commerce shares the concern, but also supports fisca
restraint.

5:28:33 PM

VINCE BELTRAM , Pr esi dent, Al aska AFL-C Q informed the
commttee that the Alaska AFL-CIO is conprised of about 55
unions and 60,000 union nenbers in Al aska. He then recalled a
statenent by Conmi ssioner Sullivan, Departnment of Natura
Resources (DNR), during the neeting earlier in the day. The
statenent related that no matter the position of the state with
regard to exploration, the governor's legislation doesn't really
provide a way to obtain commtnents from the producers to
actually explore, which is cause for concern. The state is
reliant on oil that flows through the pipeline as it funds 90
percent of the state. He inforned the commttee that the Al aska
AFL-Cl O and several other union |eaders have been working wth

Shell on its offshore devel opnent. A recent report discusses
the amount of jobs it would produce, which is all the AFL-CO
cares about in terns of making Al aska's econony viable. A

commtnment to jobs and to Alaska hire are what the AFL-CI O wants
to see happen, although currently there's no such commtnents.
He then related that for the nobst recent devel opnent to conme on
line, the N kiachuk Field, he received a report that related
that over 60 percent of the people working on the site were not
residents of Al aska. M. Beltram pointed out that although
reports fromthe producers relate inprovenents in resident hire,
there isn't information with regard to what's happening in the
fields. He recalled that |ast week during a commttee hearing
there was a question regarding the $4 billion in tax credits
given to the conpany since Alaska's Cear and Equitable Share
(ACES) went into effect and for which no one has been able to
relate for what the credits were used. Before the AFL-CI O can
support reformng oil taxes, there has to be [a cormmitnment] to
devel oping, drilling, and exploring in Al aska and know edge t hat
the jobs will go to Alaskans not to out-of-state people. M.
Bel tram enphasized that thus far he hasn't seen evidence that
HB 110 will produce jobs for Al askans. In the neantine, the
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state has had large capital budgets due to the tax revenue from
ACES and those jobs can be identified via the larger capita

construction budgets. "Are we ready to give up ... $1.7 billion
a year in ... revenue to the state, at this point, on a tradeoff
for the hope that we're going to get those jobs," he questioned.

He opined that the state should have a better expectation than
to hope there will be nore jobs; he suggested that there should
be a commtnent for such and that the jobs will go to Al askans.

I f and when such commtnents are nmade, he said that the state
shoul d definitely consider supporting those. |In conclusion, M.

Beltram  encouraged being shown [the commtnent] to nore
expl oration and Al askan j obs.

5:33:46 PM

COCHAIR FEICGE inquired as to the percentage of union jobs for
road projects, building, construction, and carpentry that are
included in the capital budget.

MR. BELTRAM related that the union density in the state is 25

percent, which is the second highest in the country. However,
that includes the public sector as well. He told the conmttee
that about 85 percent of the heavy and highway construction is
performed by union contractors. Wth regard to regular

commercial construction, one could nmake a case that about 40-50
percent of that is union whereas alnost none of residential

construction is performed by wunion workers. M. Beltram
enphasi zed that capital construction projects put Al askans to
work whether they're wunion nmenbers or not. He further

enphasi zed that while he would like to see nore union jobs on
the North Slope, he would like to see nore Al askans working on

the North Sl ope. In further response to Co-Chair Feige, M.
Beltram said that very little of the work on the North Slope is
acconpl i shed by union nenbers. O her than the Trans-Al aska

Pi peline System (TAPS) for which there is a maintenance contract
and 400-500 [union] enployees work, he estinmated that maybe only
a few hundred nore are union enployees in the [North Slope]
wor kf or ce of about 13, 000.

5:35:34 PM

COCHAIR FEIGE inquired as to how M. Beltram would anmend this
proposed | egi sl ation, were he able to do so.

MR BELTRAM said that it's hard to force the hand of the

conpanies with regard to exploration. Therefore, he suggested
that the tax credits or any credits should be given based on
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exploration that the conpanies are going to undertake. He
suggested giving the credit after the exploration. In further
response to Co-Chair Feige, M. Beltram opined that conpared to

zero exploration it woul dn' t be difficult to
[exploration], newdrilling activity.
5:37: 01 PM

JERRY MCCUTCHEQN, provided the follow ng testinony:

neasur e

The Parnell Adm nistration is demanding that ACES be

revised so that when the oil conpanies make

nore

nmoney, the oil conpanies pay the State of Al aska |ess
noney. How pr of ound. Only in Alaska would such a
crackpot schenme be proffered. Al aska does not have an
ACES problem it has a Parnell problem The failure
to enforce the |[ease, case |aw, and Al aska's

Constitution; that's all you need, you don't need
anyt hing el se. You shouldn't be offering carrots to
people to do what they're already obligated to do.
Representative Gardner, the Parnell Admnistration
lied to you when the Parnell Admnistration said and
showed that the oil conpanies are paying federa
t axes. Not only do the mmjor oil conpanies not pay
f eder al t axes, but also the oil conpanies are
subsi di zed by the federal governnent. That's kind of
different than what you've got on that piece of paper
that they handed you. The Parnell Adm nistration
testifying and showing there on their graphs that M.

Parnell had submtted it to the legislature that shows
the oil conpanies pay taxes when, in fact, the oil
conpanies do not pay (indisc.) taxes is false
testinmony and should be referred to the appropriate
commttee for investigation as well as the federal

grand jury investigating political corruption.
5:39: 00 PM

MR MCCUTCHEON conti nued:

Al aska's taxes should be conpared to that of other

nations and nore deliberate msdirection ... on

t he

part of Parnell to favor Parnell's former enployer.

As for enticing Exxon, BP, and Conoco to | ook for

nor e

oil, Exxon, BP, and Conoco are reservoir elephant
hunters. There are no nore el ephant oil reservoirs to
be found on the North Slope. Such large structures as
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there were on the Slope were drilled over two decades
ago. Al the Slope has left are rabbits, naybe a few

noose wi Il be found and sone caribou found in the next
50 years. But Exxon, BP, and Conoco should join
Chevron, sell out and get out. Al aska's future |ays

with the small oil conpanies and the |egislature needs
to address the mmjor obstruction of the smaller oil
conpanies trying to produce their |eases; that really,
really needs to be addressed. This claptrap that the
oil companies are going to abandon the oil line if the
oil line flow gets much lower remnds ne of the oil
conpanies were arguing with the attorney general's
office over the life of +the pipeline before the
pi peline was actually finished. The oil conpanies
were saying that the life of the pipeline was only 20
years. Wiat the oil conpanies did not say is the life
was only 20 years because they were going to gut and
run Prudhoe Bay. At only a 100,000 barrels a day at
$80 a barrel, that's $3 billion a year. Are any of
you legislators really that gullible to think that the
oil conpanies would abandon $3 billion a year. For
those of you that are new to the legislature, here are
some jewels from the legislative gasline hearings in
2007. Testinmony from the AOGCC, Alaska QI and Gas
Conservation Conmm ssion, to the legislature during the
heari ngs in Anchorage that Prudhoe Bay had produced an
additional 6 billion barrels nore oil as of 2006 than
woul d not have been produced had the oil conpanies
constructed the 2 bcf/d gasline in the 1980s

Further, the AOGCC testified that the State of Al aska
woul d be broke today, 2007, had the oil conpanies
constructed the gasline in the 1980s.

5:42: 31 PM

MAYNARD TAPP, Hawk Consultants, LLC Menber, Al aska Support
| ndustry Alliance, noted that he provided the committee wth
information regarding a January 2011 APl [Anerican Petrol eum
Institute] study that shows the anount of profit the oi

conpani es nmake in conparison with other industries. Though oi

conpanies nmake a lot of noney, their net incone over sales of
about 6 percent is pretty standard and even bel ow the national
al | -manuf acturing average. He noted that it's difficult and
expensive for the oil conpanies to do business in Al aska. M .
Tapp characterized TAPS as Alaska's lifeline and the oil as its
bl ood. The state can help provide the nation's energy needs
from one of the best nonitored and maintained facilities in the
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wor | d. He then guaranteed that not one dollar in taxes under
ACES will ever go to exploration for Alaskans to develop its
oil. The only change M. Tapp said he would nake to HB 110 is
to nmake it retroactive and return sone of the noney to the oil
conpanies to put it back in the ground.

5:44: 48 PM

REPRESENTATI VE GARDNER asked if M. Tapp was aware the state has
spent $3 billion in credits to the oil industry. Therefore, the
state is either participating in their exploration and
devel opnent or paying the oil conpanies to perform naintenance
and other work on their existing systens.

MR. TAPP acknow edged that he is aware of that and the fact that
the oil conpanies are constantly trying to nmaintain and upgrade
their facilities in the likelihood they wll be able to use
those facilities to put nore oil through the pipeline. After
the pipeline runs out there won't be any noney to tax and the
permanent fund would have to fund the state. Therefore, he
suggested that the only solution for the next 20 years is to
fill TAPS agai n.

5:46:13 PM

REPRESENTATI VE GARDNER asked then if M. Tapp would agree that
the incentives under ACES have worked, at |least to the extent of
a $3 billion investnment to the system

MR. TAPP replied no. He clarified that the oil conpanies are
trying to maintain the facilities in a safe and environnentally
consci ous manner, for their best interest and that of the state.
If there's a 6-7 percent decline over the next 10 years, oil
production drops as does taxes. Therefore, the 1loss of
production doesn't help the tax base. M. Tapp said that he
agrees with Representative Gardner to the extent that the oil
conpani es have used the credit to nmaintain the facilities, but
he questioned how much the oil conpanies paid in taxes to
mai ntain the facilities.

5:47:57 PM

AVES THOMPSON, Executive Director, Alaska Trucking Association,
provi ded the follow ng testinony:

|'"'m here today to testify on behalf of the [Alaska]
Trucking Association and its nearly 200 nenber
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conpanies in support of HB 110, the governor's

production tax on oil and gas bill. G ven today's
investnment climte and Al aska's conpetitive position
in the world s search for additional oil and gas

supplies, now is the time to reevaluate our current
oil and gas production tax structure. Wth an annual
production decline of about 7 percent, which the state

incurred | ast year, TAPS could very well be
nonfunctional within 5-10 years. How will the state
pay for essential public services and neet long-term
obligations if this were to happen. There's no
denying that lower taxes ... could result in reduced

revenue flowing into state coffers in the short term
But it is clear that Alaska is conpeting in a gl obal

market and in the long term this reduction will nake
the state a nore desirable place to invest, which
ultimately will Ilead to higher revenue. Specific

exanples presented in this current tax regine have
included the tax rate is allowed to rise too steeply
when oil prices are high, and also has been called an
unfair tax that stifles jobs and needed oil
producti on. Repl acing or revising the oil tax was an

i ssue during the canpaigns. W believe that close
exam nation has found that in order for Al aska to
continue to be a |eader in US. donmestic oil

production, we need to create a nore favorable
investnment clinmate to clearly denonstrate that Al aska
is open for business. Just | ook around us today, in
today's world political climte, the cable news wll
make you crazy. Future oil and gas supplies for
Alaska and the U S. are not guaranteed. We Al askans
need to do all we can to provide energy supplies for
Al aska and the United States. Wth future 6 to 7
percent declines projected, we need to take dramatic
action today.

5:50: 36 PM

JASON BRUNE, Executive Director, Resource Developnment Council
(RDC), provided the follow ng testinony:

My testinony today is given in support of HB 110. RDC
is an Alaskan business association conprised of
i ndi viduals and conpanies from Al aska's oil and gas,
m ni ng, f orest product s, tourism and fisheries
i ndustri es. Qur nenbership also includes all of the
Al aska Native r egi onal cor porations, | ocal
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communities, organized |abor, and industry support

firms. Based on a survey we just conpleted, |
recently learned that we have nenbers in virtually
every legislative district statew de. Qur mssion is

to expand the state's economc base through the
responsi bl e developnment of our natural resources.
RDCs top legislative priority this vyear is to
"advocate for tax policy and incentives that enhance
the State of Al aska's conpetiveness for all industry.”
HB 110 does this. During the past election for
governor, we Jlearned that fixing ACES was not a
Denocratic issue, it wasn't a Republican issue, it was

an Al askan i ssue. Bot h Governor Parnell and forner
Representative Ethan Berkowitz agreed ACES needed to
be revised. Another of our top five priorities this

year is to "support legislation to encourage new
exploration and devel opnent of Alaska's oil and gas
deposits as well as enhance production from existing
fields." Again, HB 110 does this. No project that
|'ve ever heard of has ever been taxed into existence.
| ndeed, Alaska cannot tax its way into prosperity.
We' ve seen this first hand, since the passage of ACES.
This year only one exploration well is projected to be
drilled. Wth a continued TAPS throughput decline of
6 to 8 percent per year, as we've seen over the |ast
several years, TAPS could be nonfunctional in |ess
than a decade. How will the state pay for essential
public services and neet |ong-term obligations or even
pay for the large capital budgets we continue to hear
about if TAPS goes away. W couldn't. HB 110 nust be
passed to provide for a future that includes any
capi tal budgets. This leads to another one of RDC s
top five priorities and that is the inplenmentation of
a conprehensive, responsible, and long-term fiscal

pl an. Ni nety percent of our state budget cones from
the oil industry, w thout a pipeline we have no fiscal

pl an. My non oil and gas nenbers will then bear the
brunt of new taxes; the fishing industry, mning
i ndustry, tourism and others will likely be who we
|l ook to scare out of the state next. The politica

will to tap the permanent fund or inplenment a broad-
based tax does not exist in Al aska. The only option
to make sure the options that | just nentioned don't

come to fruition is to do our best to encourage new
investnments in Al aska. HB 110 does this.
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Finally, | ... served as the co-chair for Governor
Parnell's Resources, Energy and Environment Transition
t eam The nearly 30 nenbers of this team came from
every <corner of this state and every resource
i ndustry. Much of our discussion revolved around
comng up with ideas for the governor to reverse the
dramatic production decline we've seen; specific
enphasis was placed by this group on addressing the
negative investnment climte caused by progressivity.
In conclusion, I1'd like to urge you to pass HB 110 out
of comm ttee.

5:55: 03 PM

LAURA MAKETA, offered her strong support for HB 110 and urged
the legislature to continue to create a pro business, pro job
growt h environnent. The aforenentioned requires planning for
decades ahead rather than short-term gains for current supplies.
She then informed the commttee that she and her husband are
entrepreneurs who started a famly construction business wth
l[ittle but have been able, in part, because of the oil and gas
in Alaska, to own their own hone and cars, send her son to a
private school that addresses his special |earning challenges,
and pay cash for her nursing school. She related that the
famly construction business now enploys up to 40 Al askans on
the North Slope and their consulting business places her husband
in various oil and gas, narine, and stakeholders' sphere of
i nfluence. M. Mketa said:

The consensus of the ~current federal regulatory
barriers and state tax structure is really a doom and
gl oom at nosphere regarding future prospects in Al aska.
The statistics indicate a decline in exploration,
i nvestnent, and norale. The opposition |I've heard is

generally touting the oil and gas industry record
profits this year. These global profits are not
because of Alaska ... say it should be, both offshore
and onshore. I've observed the nmany excellent

i ndustry presentations that discuss how Al aska ranks
extrenely low conpared to the rest of the US in
gl obal structures .... | feel it is inperative that
you understand that the oil and gas industry, which is
85 percent of Al aska's econony, is made up of ordinary
people -- guys |like ny amazing, conpetent, hard-
wor ki ng husband, nyself, countless nons and dads that
live in this great state; they work here, they have
famlies here, they love Al aska, and they want to be
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here for the |ong haul. So, | do support Governor
Par nel | and Li eut enant Gover nor Tr eadwel | and
Represent ati ve Hawker

M5. MAKETA concluded by relating that this is the first tine
she's gotten involved in politics, but she did so because she
refused to remain conplacent. She further related her respect
for the nenbers and their efforts and service. She urged the
commttee to consider addressing ACES and creating a better
environnment for her famly's small business while incentivizing
investnment in the state.

5:59:32 PM

DAVI D OTNESS informed the conmttee that over the course of his
60 years as a third generation Al askan, he has been involved in
the oil industry off and on over the years. He opined, "As of
late, |I'm just not seeing this stacking up to the realities,
especially conpared to what's going on in the Mddle East right
now. " He discussed the wunpredictability of the Mddle East
environment in terns of the potential for interruption of the
oil supply versus the stable environnment Al aska offers. He
hi ghlighted, "W don't expropriate oil conpany assets, we don't
nationalize them |like happened in Libya, ... Sakhalin Island a
nunber of years ago, ... Venezuela." M. Qness related that he
was di sturbed when Governor Parnell highlighted Al aska's rating,
in terms of a business friendly environnent, from the Frazier

I nstitute. The Frazier Institute is funded by Exxon and the
Koch brot hers. He charged that statistics can be "ginned up"
however one wants, which oil conpanies are nasters at, he
further charged. To counter Ms. Maketa's testinony, M. Qness
related that ConocoPhillips made the nmgjority of its world
profits in Al aska over the |ast several years. He acknow edged
that the oil conpanies are needed, but he enphasized that oil is

a "one-tinme" resource that's running out and this nmay be one of
the last tinmes the state has a chance at this type of wealth
M. Qness encouraged the state to stand its ground against the
oil industry, which he characterized as the "big dog on the
bl ock.™ In conclusion, M. Oness expressed his desire to | eave
[ Alaska's tax reginme on oil] as is.

6: 03: 29 PM
PAUL D. KENDALL began by stating that it's difficult to
participate in energy discussions because new energy designs are

nmoving so quickly. He then noted that the conmittee should have
received a Letter of Understanding that was drafted by the
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worl d's seven |argest autonobile dealers, which he considered a
hi storical docunent. The aforenmentioned letter calls for the
hydrogen highway to be of sufficient density by 2015. This, he
opined, is really the launch of the hydrogen econony. Although
he hadn't foreseen the simultaneous |aunch of the electric
autonobile platform and the hydrogen fuel cell. He attributed
the aforenentioned to the fact that nany small conpanies are
preparing to take on the electric autonobile platform which
will experience major expansion in the production of electric
vehicles in the next four years. M. Kendall then expressed
concern with lowering any tax revenues from TAPS because of
various indicators, such as the 23 percent reduction in Japan's
| argest refinery and then opened the world' s |argest solar cell

production plant. The evidence he's seen indicates that TAPS
will be closed within two to four years. He opined that the
reason for the aforenentioned is that the legislature' s real m of
i nfluence no longer inpacts [the oil conpanies]. For [the oil
conpanies] it's about mmintaining control. He suggested that
the electric autonobile, the hydrogen fuel <cell, and new
technologies could be launched very quickly. | f t he

af orenenti oned occurred within the next 4-10 years, he opined
that there would be huge anobunts of retraction in the oil and

gas uses. Concurrently, the oil conmpanies will |ose revenue and
thus raise their prices. If the state m sses that accel erated
price, the state will mss lots of noney. However, if the
pi peline goes down, the state won't receive the increased
revenue as well as any additional flow Furthernore, if the
econony shifts on the dollar, the state wll |ose the permanent
fund. The aforenentioned, he enphasized, could result in Al aska
being in one of the darkest places overnight. Therefore, he
encouraged the conmmttee to have these discussions such that
folks can be involved in a slower, wunhurried manner. M .

Kendall told the conmttee that Alaska is no |longer a player,
and therefore he urged the comnmttee to prepare for a worst-case
scenario and | ook to devel op renewabl e energi es because the rest
of the world is trying to create new econonmes to generate
revenue. Al aska has the opportunity to lead the charge in
creating new economni es.

6: 09: 01 PM

RI CHARD SCHOCK, Owner/Qperator, Flowine Al aska, Inc., related
his support for HB 110. He informed the conmittee that Flowine
Al aska, Inc., supplies products and services to the firnms doing
business on the North Sl ope. The products are built in
Fai rbanks and sent to the North Sl ope. Fl ow i ne Al aska, Inc.,
enpl oys local union labor at its facility. Since 2008 the firm
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has experienced a dramatic decrease in project work from the
firms up North. In 2008, the conpany enployed roughly 70 full-
ti me equivalent union craft enpl oyees which decreased to just 30
full-time equivalents in 2010. The 2011 enploynent |evels | ook
worse than the 2010 level, which he nostly attributed to the
taxation from ACES. As taxes increase, investnent in new
proj ects decrease, he opined. |In fact, the only new projects he
foresees in the near future are projects that have been in the
pl anning stages for sone tine, such as Point Thonson. He
informed the commttee that typically Flowine Alaska, Inc., is
involved with studies, pre-engineering, and engineering on the
front-end with new projects. He said that there aren't a |ot of

new projects for the future. He attributed the Departnent of
Labor & Workforce Devel opnent's (DLWD) statistics that there has
been an increase in oil field enploynment since 2006 to the
i ncreased scrutiny brought about by the spills and the increased
mai nt enance since 2006. Al though the increase in maintenance
jobs is great, Al aska requires an increase in the amunt of oil
flowi ng down the pipeline. "The only way Al aska can stem the
decline is to get nore investnent dollars into new and
addi tional projects,” he opined. M. Schock characterized the
tax credits for drilling as great, but pointed out that as a

supplier he isn't seeing these exploration wells translate into
new devel opnent projects. Therefore, the tax system would seem
to work to initiate exploration drilling, but not devel opnent or
producti on. Furthernore, exploration wells alone don't add to
t he production. Expl oration wells only add to production when
they're coupled with a reasonable tax structure for production

In conclusion, M. Schock said until the production tax is
revised, the decline wll continue and nuch of the oil wll

remain in the ground.

6:13: 06 PM

DEBORAH BROUI LETTE(PH), speaking as a 35-year Al askan, related
her support for HB 110. She expressed concern for her
children's future. She then inforned the commttee that she was
laid off by ARCO back in 1986. After Al aska's econony crashed

she spent five years foreclosing on hones. In fact, she closed
on 20 hones per week. Ms. Brouilette predicted that Alaska is
headed for that same "economic cliff.” Al t hough what the
| egi sl ature decides inpacts her and her famly, she opined that
she will be fine because she will have a job foreclosing on
hones.

6: 15: 09 PM
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CO- CHAI R FEI GE, upon ascertaining no one else wished to testify,
cl osed public testinony on HB 110.

[HB 110 was hel d over.]
6:15: 53 PM
ADJ QURNVENT

There being no further business before the commttee, the House
Resources Standing Commttee neeting was adjourned at 6:16 p. m
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