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Senat or Joe Paskvan
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Senate Resources Standing Conmmttee

Al aska State Legislature

Juneau, AK

PCSI TI ON STATEMENT: Explained the changes in CSSB 192(RES),
version E

M KE PAW.OWSKI , St af f

Senator MCuire

Al aska State Legislature

Juneau, AK

POSI TI ON STATEMENT: Answer ed questions regarding an anmendnent to
CSSB 192(RES), version E

ACTI ON NARRATI VE

3:34:51 PM

COCHAIR JOE PASKVAN called the Senate Resources Standing
Commttee neeting to order at 3:34 p.m Present at the call to
order were Senators Stedman, MQ@ire, Stevens, W elechowski,
French, Co-Chair Wagoner and Co- Chair Paskvan.

SB 192-O L AND GAS PRODUCTI ON TAX RATES

3:35:37 PM
CO CHAIR PASKVAN announced consideration of SB 192 [CSSB
192(RES), |abeled 27-LS1305\B was before the commttee].

CO CHAIR WAGONER noved to adopt CSSB 192(RES), |abeled 27-
LS1305\ E.

CO- CHAI R PASKVAN obj ect ed for discussion purposes.
He also noted Senator GCeissel, Departnent of Revenue (DOR)
Comm ssi oner Butcher, Deputy Conm ssioner Bruce Tangenman, and

Chi ef Economi st Stickle were in the audi ence.

3:36:26 PM
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JEFF STEPP, staff to Senator Paskvan, explained the changes in
CSSB 192(RES) version E. He said in addition to retaining the
progressivity rates and the progressivity cap, the CS contains
four significant additions to Alaska's oil and gas production
tax statutes as foll ows:

- it rewards increased production as proposed in Anendnent B.9

- it establishes a gross m ninmumtax

- it creates an oil information system

- It separates oil and natural gas for purposes of calculating
the progressivity portion of the production tax

He explained that the CS lowers both the rate of progressivity
and its cap. It retains the original PTV trigger of $30, but
changes the progressivity tax rate from .4 percent to .35
percent per dollar increase up to 50 percent (or approximately
$101.43). At 50 percent, the CS adds a second trigger |owering
the .35 percent to .1 percent up to 60 percent (approximately
$201.43) of PTV. Version E also reduces the maxi mum tax rate of

75 percent to 60 percent. Initial calculations from the DOR
indicate that this reduction in progressivity to the oil
conpanies wll result in decreased tax revenue to Al aska of

approxi mately $200 million to $250 million annually. The goal is
to return upside potential to industry at high oil prices to
i ncentivize nmore production.

3:40: 31 PM

MR. STEPP said the next conponent of the CS, rewarding increased
production, was advanced | ast week as Anendnent B.9. The purpose
is to reward conpanies that increase their North Slope
production |levels from one year to the next, helping to increase
the flow through TAPS. Conpanies that achieve this goal wll
earn a $10 allowance on new barrels of oil they produce above
the prior year. However, the allowance for increnental oil wll
not be applied to the PTV calculation for progressivity per
Legi sl ative Legal's advice.

He said this allowance should not be confused with the tax
credit or a lowering of tax rates. It's a reduction in the PTV
used to cal culate production tax. So, if a conpany produced, for
exanpl e, 100,000 barrels in 2012 and increased that by 110,000
barrels in 2013, that conpany would be eligible for an all owance
on the new 10,000 barrels. The allowance would reduce their PTV
by $10 multiplied by the nunber of barrels of new oil produced

He said the allowance would not influence the tax rate itself
and it would not count as a |ease expenditure and isn't part of
the cal cul ation that determ nes average profits per barrel.
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3:42:04 PM

To acconplish this, he explained that the DOR would determ ne
the average daily state-w de production for each producer for
the previous tax vyear. This figure would be adjusted by
elimnating any day or days in which there was a significant
slowdown in North Slope production or transportation (the
adj usted average). This calculation wuld also exclude any new
oil as a result of acquisition or nergers. For instance, if
ConocoPhillips bought Pioneer it wuld not get a new oi
al l omance for the existing production at Oooguruk unless it
i ncreased production | evels above those achi eved by Pioneer.

3:43: 02 PM

MR. STEPP said the next conponent of the CS establishes a gross
m nimum tax and was presented as Amendnment B.13; it establishes
a production tax floor of 10 percent of the gross value of oil
at point of production for legacy fields in Al aska. The floor
woul d apply only to fields that have already produced 1 billion
barrels of oil and are still producing an average of 100, 000
barrels a day. Prudhoe Bay and Kuparuk are the only fields that
currently neet that definition. The vast majority of Al aska's
oil production cones from these fields and nost facilities
associated with them were fully depreciated l|long ago. The
anmendnent does not apply to new fields or smaller fields in
order to avoid any potential that it could put new field
devel opnent or devel opnment of smaller reservoirs at risk.

He expl ained that ACES currently has a production tax floor of O
to 4 percent depending on the price of oil and that can be
brought even lower by credits. This neans the state could
actually owe conpanies production tax in a |low price environnent
(when at the sane tinme it has a cash flow deficit and is
struggling to pay for the nobst essential state services). This
provision is intended to alleviate those concerns and doesn't
allow legacy field producers to apply tax credits to reduce
their production taxes below the 10 percent gross floor. And at
$70 the state may take in nmore with the 10 percent gross floor
than it would with ACES.

| ndustry has said that ACES does not work for them in an
extrenely high price environment; conversely it does not work
for the state and is not durable in a |low price environnent. Ol
prices won't necessarily remain above $100 forever, as history
has shown them to be extrenmely volatile, and the new floor wll
ensure that Al askans get sone production tax for their oil even
when prices are below $50 per barrel. Just three years ago this
nonth oil was selling for $47 per barrel. Further, consultants
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have said ACES needs to be durable in a wi de range of price
environnments and this provision hel ps achi eve that goal.

3:45: 07 PM

MR. STEPP noved on to the oil information system provision that
was advanced as Anendnent B.16. Much information is confidential
under law, but a considerable anmount is public but scattered
anong several agencies and difficult to find. This provision
begins the process of making infornmation nore available to
policy makers, the public and oil and gas conpanies who may be
seeking to do business in Alaska's oil fields.

This provision requires the Alaska Gl and Gas Conservation
Commi ssi on ( ACGCC) to devel op an el ectronic petrol eum
information managenent system that will contain public
information currently gathered by the comm ssion as well as the
Departnents of Revenue, Nat ur al Resources and Labor and

VWr kforce Developnent. The system will consolidate available
public oil and gas information that is currently scattered anong
the several agencies for the purpose of inproving the
adm nistration of the oil and gas production tax and to

facilitate exploration, devel opnent and production of oil and
gas resources. As nore information becones publicly available it
can be incorporated into the information system

He said the information list in the CS is taken from a 2007
Gaffney Kline report that provided an overview of how the
acqui sition, distribution and publication of oil conpany data is
handl ed in other oil and gas producing regines. The |egislation
directs the departnments that have control over the various
aspects of the information to provide what is not confidential
to the conmmssion in a form suitable for distribution. It
directs the ACGCC to devel op and i nplenment the system

3:47:23 PM

MR. STEPP said the last <change is what is known as the
"“decoupling” provision. The legislature's consultant, Pedro van
Meurs, in the Joint Senate Resources and Finance Conmittee
hearings on February 13 and 14, 2012 warned of deficiencies in
the current ACES system and one was that the barrel of
equi valent (BOE) concept results in "the nonsensical cross
subsidi zation of gas" and would result in nassive governnent
revenue |osses on oil production if incremental gas were to be
developed at the sane tinme. That would in turn inpede gas
proj ect developnent. Dr. van Meurs said it is essential that any
revision of ACES deals with this problem in advance and this
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provi sion would pernmt adding gas terns to the package |ater or
i mredi ately without having to change oil terns again.

MR. STEPP explained that the CS separates oil and natural gas
for purposes of calculating the progressivity portion of the
production tax. The progressivity surcharges for oil in Cook
Inlet and in-state gas woul d be cal cul ated together but distinct
from export gas instead of the current practice of conbining oil
and gas. The progressivity structure itself would be changed to
conformto the rates set forth in the CS

3:49: 50 PM

MR. STEPP explained that currently oil and gas are calcul ated
according to the conbined British Thermal Unit (BTU) value of
oil, and gas and oil and gas can and do have vastly different
val ues on a BTU basis. Currently a BTU of oil is worth nuch nore
than a BTU of gas. Accordingly, once a nmjor gas sale starts

overlaying the existing oil production the BTU value of the
conbined oil and gas would be nuch lower than it was for oil
alone. This has been referred to as the "dilution effect" and
could cause a significant reduction in oil taxes if a major gas
sale occurred. The existing tax structure in conjunction wth
the inherent uncertainty of future oil and gas prices exposes
the State of Alaska to significant financial risk were a major
gas to occur. The structure also creates economc instability
for entities looking to participate in the devel opnent and
financing of a natural gas pipeline project in Al aska.

MR. STEPP said that renoving the dilution effect will not result
in any reduction in oil taxes from a major gas sale. The CS
gives the DOR authority to adopt regulations to allocate costs
between oil and gas with the added instruction that a nethod
based on relative BTU barrel of oil equivalent should be
considered. The effective date is January 1, 2013.

3:51:23 PM
SENATOR FRENCH asked where the decoupling provision came from

MR. STEPP answered that the drafter, M. Bullock, was asked to
i ncorporate HCS CSSB 305(FIN) fromthe 26th Al aska |egislature -
a bill that passed the Senate in 2010.

CO CHAI R PASKVAN wi thdrew his objection and asked if there were
any further objections.

CO CHAI R WAGONER objected to say that on February 24 the Senate
Bi partisan Wrking Goup said they wanted three things out of
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this bill: increased oil production, nore jobs for Al askans and
sustai nable state revenue over the long term He didn't think
this bill did any of them This version\E was sent out at 10:23
| ast night they finally have decoupling | anguage. No one on the
conmmttee knew about this. It had no public testinmony or
hearings in the last tw years. The bill started out as two
pages and it's now 21 pages | ong.

CO CHAI R WAGONER continued that |egislators have publicly patted
t hensel ves on the back that an open and transparent process has

taken place as a result of this bill, but that isn't the case.
Sonme anendnents that were conceptually presented a scant week
ago are included and others weren't. The bill has been heard in

commttee 21 times; of that, only one tinme has there been any
nmeani ngf ul di al ogue and that is what they are doi ng today.

3:54: 50 PM

CO CHAIR WAGONER said he had planned to offer an anendnent
dealing with the tax holiday and received it today at 1:00 p. m;
it was conpleted by Legislative Legal at 10:56 p.m on March 1.
The bill was read across February 8, and 20 days later the
Senate Resources Conmittee finally heard from the public on
version B. As a result of that input according to his count
there were 45 yeas, 96 nays and 15 not sures. Sonme of the
amendnents should receive nodeling before noving from this
cormmittee. He finished by nmintaining his objection to adopting
version E

3:56: 09 PM
At ease from3:56:09 to 3:57:29 p. m

3:56: 29 PM

CO CHAI R PASKVAN asked for a roll call vote. Senators Stednman,
Stevens, Welechowski, French and Paskvan voted yea; Senators
McGui re and Wagoner voted nay; therefore CSSB 192(RES), | abel ed
27-LS1305\E, was before the commttee.

3:57:21 PM
SENATOR MCGUI RE noved Anendnent 1, E. 16 [old 27-LS1305\B. 4].

27-LS1305\E. 16
Nauman/ Bul | ock
AMENDMENT

OFFERED | N THE SENATE
TO CSSB 192(RES), Draft Version "B"
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Page 1, line 1:

Delete "oil and gas production tax"

Insert "tax rates applicable to oil and gas
producti on when the average production tax value for a
BTU equi val ent barrel of oil and gas is nore than $30"

Page 1, line 3, through page 2, line 6:

Delete all material and insert:

"* Section 1. AS 43.55.011(g) is repealed and
reenacted to read:

(9) For each nonth of the calendar year for
which the producer's average nonthly production tax
val ue under AS 43.55.160(a)(2) for each BTU equi val ent
barrel of the taxable oil and gas is nore than $30
the amount of tax for purposes of (e)(2) of this
section is determined by multiplying the nonthly
production tax value of the taxable oil and gas
produced during the nonth by the followi ng tax rates,
as applicabl e:

(1) if the producer's average nonthly
production tax value of a BTU equivalent barrel of the
taxable oil and gas for the nonth is not nore than
$42.50, the tax rate is 2.5 percent of the difference
bet ween that average nonthly production tax value of a
BTU equi val ent barrel and $30;

(2) if the producer's average nonthly
production tax value of a BTU equivalent barrel of the
taxable oil and gas for the nonth is nore than $42.50
but not nore than $55, the tax rates are

(A 2.5 percent on the first $12.50 of
mont hly production tax value for each BTU equival ent
barrel that is greater than $30; and

(B) 7.5 percent of the nonthly production
tax value for each BTU equivalent barrel that 1is
greater than $42.50;

(3) if the producer's average nonthly
production tax value of a BTU equival ent barrel of the
taxable oil and gas for the nonth is nore than $55 but
not nmore than $67.50, the tax rates are

(A 2.5 percent on the first $12.50 of
monthly production tax value for each BTU equival ent
barrel that is greater than $30;

(B) 7.5 percent of the next higher $12.50
of nmonthly production tax value for each BTU
equi val ent barrel; and
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(O 12.5 percent of the nonthly production
tax value for each BTU equivalent barrel that 1is
greater than $55;

(4) if the producer's average nonthly
production tax value of a BTU equivalent barrel of the
taxable oil and gas for the nonth is nore than $67.50
but not nore than $80, the tax rates are

(A 2.5 percent on the first $12.50 of
monthly production tax value for each BTU equival ent
barrel that is greater than $30;

(B) 7.5 percent of the next higher $12.50
of monthly production tax value for each BTU
equi val ent barrel;

(O 12.5 percent of the next higher $12.50
of monthly production tax value for each BTU
equi val ent barrel;

(D) 17.5 percent of the nonthly production
tax value for each BTU equivalent barrel that 1is
greater than $67.50;

(5) if the producer's average nonthly
production tax value of a BTU equivalent barrel of the
taxable oil and gas for the nmonth is nmore than $80 but
not nore than $92.50, the tax rates are

(A 2.5 percent on the first $12.50 of
nonthly production tax value for each BTU equival ent
barrel that is greater than $30;

(B) 7.5 percent of the next higher $12.50
of monthly production tax value for each BTU
equi val ent barrel;

(© 12.5 percent of the next higher $12.50
of monthly production tax value for each BTU
equi val ent barrel;

(D) 17.5 percent of the next higher $12.50
of monthly production tax value for each BTU
equi val ent barrel; and

(E) 22.5 percent of the nonthly production
tax value for each BTU equivalent barrel that 1is
greater than $80;

(6) if the producer's average nonthly
production tax value of a BTU equival ent barrel of the
taxable oil and gas for the nmonth is nore than $92.50
but not nore than $105, the tax rates are

(A 2.5 percent on the first $12.50 of
nonthly production tax value for each BTU equival ent
barrel that is greater than $30;
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(B) 7.5 percent of the next higher $12.50
of monthly production tax value for each BTU
equi val ent barrel;

(© 12.5 percent of the next higher $12.50
of nmonthly production tax value for each BTU
equi val ent barrel;

(D) 17.5 percent of the next higher $12.50
of nmonthly production tax value for each BTU
equi val ent barrel;

(E) 22.5 percent of the next higher $12.50
of nmonthly production tax value for each BTU
equi val ent barrel; and

(F) 25 percent of the nonthly production
tax value for each BTU equivalent barrel that 1is
greater than $92.50;

(7) if the producer's average nonthly
production tax value of a BTU equivalent barrel of the
taxable oil and gas for the nonth is nore than $105
but not nore than $117.50, the tax rates are

(A 2.5 percent on the first $12.50 of
monthly production tax value for each BTU equival ent
barrel that is greater than $30;

(B) 7.5 percent of the next higher $12.50
of monthly production tax value for each BTU
equi val ent barrel;

(© 12.5 percent of the next higher $12.50
of monthly production tax value for each BTU
equi val ent barrel;

(D) 17.5 percent of the next higher $12.50
of nmonthly production tax value for each BTU
equi val ent barrel;

(E) 22.5 percent of the next higher $12.50
of nmonthly production tax value for each BTU
equi val ent barrel;

(F) 25 percent of the next higher $12.50 of
nonthly production tax value for each BTU equival ent
barrel; and

(G 30 percent of the nonthly production
tax value for each BTU equivalent barrel that 1is
greater than $105;

(8) if the producer's average nonthly
production tax value of a BTU equivalent barrel of the
taxable oil and gas for the nonth is nore than

$117.50, the tax rates are

(A 2.5 percent on the first $12.50 of
monthly production tax value for each BTU equival ent
barrel that is greater than $30;
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(B) 7.5 percent of the next higher $12.50
of monthly production tax value for each BTU
equi val ent barrel;

(© 12.5 percent of the next higher $12.50
of nmonthly production tax value for each BTU
equi val ent barrel;

(D) 17.5 percent of the next higher $12.50
of nmonthly production tax value for each BTU
equi val ent barrel;

(E) 22.5 percent of the next higher $12.50
of nmonthly production tax value for each BTU
equi val ent barrel;

(F) 25 percent of the next higher $12.50 of
monthly production tax value for each BTU equival ent
barr el

(G 30 percent of the next higher $12.50 of
monthly production tax value for each BTU equival ent
barrel; and

(H 35 percent of the nonthly production
tax value for each BTU equivalent barrel that 1is
greater than $117.50.

* Sec. 2. The uncodified law of the State of Al aska
i s amended by addi ng a new section to read:

APPLI CABI LI TY. Section 1 of this Act applies to
oil and gas produced after Decenber 31, 2012.

* Sec. 3. The uncodified law of the State of Al aska
i s amended by adding a new section to read:

TRANSI TI ON: REGULATI ONS. The Depart nent of
Revenue nmy adopt regulations to inplenent this Act.
The regul ati ons t ake ef f ect under AS 44.62
(Adm ni strative Procedure Act), but not before the
effective date of the provision of this Act
i npl enented by the regul ati on.

* Sec. 4. Section 1 of this Act takes effect
January 1, 2013.

* Sec. 5. Except as provided in sec. 4 of this Act,
this Act t akes ef f ect i mredi ately under
AS 01.10.070(c)."

CO- CHAI R PASKVAN obj ect ed for discussion purposes.

SENATOR MCGUI RE explained that this anmendnent is "bracketed
progressivity" and adds two top brackets - at $105.50 to $117.50
and $117.50 and up - meking it slightly nore favorable to the
state's take. Consultants have shown them that at particularly
hi gh cost devel opnent economics (what you're largely dealing
with in Alaska) the CS doesn't nove the needle far enough. They
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showed that SB 192 runs along the line of ACES in the $70 range
of the decline curve and there isn't any significant change
until $140, and that is the range in which Alaska is mssing
devel opnment opportunities.

SENATOR MCGQUI RE said when she voted for ACES she nade an error
and wi shes she would have better understood progressivity. The
25 percent base rate was thoroughly vetted and she was "very
confortable” wth it, but she did not understand just how high
of a governnent take progressivity would nmean at high oi
prices. Anmendnent E.16 is designed to reduce progressivity into
brackets much like an individual IRS return; it would equal out
t he governnent take and industry profit.

4:02: 56 PM

She cited the spring 2007 forecast (the |ast one produced before
voting on ACES) in which the DOR projected Alaska would be
produci ng 807,000 barrels of oil/day in 2012, but today it's
only produci ng 584, 000 barrels.

Judge G eason relied on data prepared by [Dudley Platt] and his
forecasting is what she was citing now She said she didn't
believe in taxing our way to prosperity, but she knows we are in
a decline and that it's an aging field. But she believed that
tax reductions could incentivize devel opnent that would lead to
production. As an exanple two years ago, SB 309 led to a
renai ssance in Cook Inlet and while they hadn't seen as much
governnent take as a result, they have seen an injection of
capital into the private sector. She wanted to enphasize this as
the state noves forward; circulating dollars into the private
sector will be key to our recovery in the future.

4:05: 54 PM

Further, she said this progressivity reduction in E. 16 does
something else Dr. van Meurs talked about as one of the
inefficiencies in the current ACES system that prices over $140
barrel (high marginal tax rates) leads to irrational behavior.
Conmpanies will spend nore noney in an effort to try to reduce
their overall tax rate, which could lead to what is referred to
as gold plating.

SENATOR MCGQUIRE said she recognized nenbers concerns about
industry pledging to invest $5 billion on the North Slope, but
she understands their Jlimtations in their unit sharing
agreenent and other things and thinks they have nmade as strong a
statenent as they can. And she is prepared to trust them She
trusts that like all of Alaska they want to see these fields
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succeed and these projects conme on line. They want to argue in
the board roons in Houston that the systemin Alaska is now nore
conpetitive and as a result that nore capital should be invested
her e.

She used the simle of how she was taught to get out of a tail
spin years ago in flight school that applies here. Wen she was
told to go into a controlled stall she was terrified; every
instinct told her she didn't want to do this. The teacher
expl ai ned despite the urge to pull up that the very thing you
have to do is point your nose down in order to regain control
To a certain extent the legislature is on a parallel track. They
have seen production nunbers decline and their instinct has been
"to grab as nmuch as we can." Consultants have also said this tax
systemis a harvest nodel

4:10: 02 PM

SENATOR W ELECHOWBKI agreed that nenbers have deep phil osophica
differences on these issues. He opposed this anendnent for a
nunber of reasons, one is that it will cost the state billions
of dollars per year. He said, "We're the board of directors of
the State of Al aska. The Constitution says we're responsible for
i nsuring we get nmaxi num benefit for our resource...”

He explained that the state had 30 years of |ow taxation policy.
It had a system called the economic |limt factor (ELF) that
allowed a 0 percent tax rate by 2006 on 15 out of 19 fields on
the North Slope. The legacy fields paid a gross tax rate of
around 12.5 percent. The philosophy for 30 years was |ow taxes
will lead to nore production.

SENATOR W ELECHOWBKI reasoned, "Well what happened to production
during the 30 years of this low taxation policy we had? W went
from2 mllion barrels a day to 750,000 barrels a day. This was
a failed policy. The policy sinply didn't get us the results

that we want." So, he strongly disagreed with going back to a
policy that had been in place for 30 years and failed, and cost
the state probably hundreds of billions of dollars.

SENATOR W ELECHOWSKI said during the period of 2000 to 2006 when
ELF was in place (a O percent tax rate), production went down 8
percent per year; jobs and investnent declined, too. Since
passing ACES, jobs on the North Slope are at an all-time high
and there aren't enough beds to accommpbdate all the enployees
that work up there (hot sheeting). They actually pay people $125
per day so that soneone else can sleep in their bed while they
are out working. Unfortunately, a high percentage of workers are
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not Al askans. Investnent is at an all-time high, both capital
and operating. Every single year since passing ACES there have
been all-tinme highs of investnent.

He remarked that people say that everyone is going to North
Dakota, but the nunber of conpanies on the North Slope has
i ncreased by 250 percent since passing ACES. Mre exploratory
wells are scheduled this year than in decades on the North
Slope. He hears that conpanies are doing terrible, that they
can't nmake noney on the North Slope any nore. But |ook at the
conpani es' inconme statenents. They've had $30 billion in profits
on the North Slope in the four years since ACES has been passed.
Senator Wel echowski said he is happy they are nmking record
profits in Al aska, but as soneone who is responsible for
insuring that Alaska gets its fair share, they have a

responsibility as well. He's thrilled that the conpanies nade
$30 billion, but he can't see giving thembillions nore back.
4:13: 45 PM

SENATOR W ELECHOWSKI said they hear people say Alaska is not a
good place to do business. But when they nodeled rates of return
(IRR) under ACES they assuned that capital costs would go up 300
percent, but that didn't happen, and if you put your nobney in a
bank today, you're lucky if you get 1 percent, but the IRR for
infield drilling at Prudhoe Bay was 123 percent on $80/barrel
oil according to Gaffney and Kline, the conpany that was hired
by the governor. He was happy they were making those high rates
of return, but don't conme back to Alaska and tell him that
Al aska is not profitable and you can't make noney here when al

the nunbers, all the objective evidence, show just the opposite.

The 2004 BP nmeno was shocking he said, saying Alaska's role in
the conpany is to be a "cash cow" So they can nmake a |ot of
nmoney here and spend it to grow their business el sewhere.

4:15: 02 PM

SENATOR W ELECHOWSKI recalled that they just heard yesterday the
$5 billion in commitnments is no comtnent. They don't have al
the agreenents of all the parties for this $5 billion. And
breaki ng that down, the $5 billion commtmnent, pledge, whatever
- some of the projects have been in their plans of devel opnent
for five years. He said he had asked the director of the
Division of QI and Gas to nane a single project plan or
devel opment on the North Slope that is un-econom c under ACES
and he couldn't name a single one. He has been asking for
nodel ing for over a year, but he hasn't seen a single nodel of a
field or a single developnent or a single exploration or
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nodel i ng of anything that has shown him there is a single un-
econonmi ¢ project under ACES that would be made economic by HB
110 or a simlar type of bill. He hasn't seen any data that
shows it. He can't vote for a bill that gives back that anount
of noney when he hasn't seen nodeling that does it.

Further, Senator Welechowski said, the $5 billion investnent
could be over a 6 to 10 year period; so that's really $500
mllion a year. But the catch is that the state picks up 60

percent of the costs. So they are really getting $200 m I lion of
investnment and at the sanme tine the state is giving back roughly
$18 billion ($2 billion per year). "Is there a CEO in the world,

is there a businessman in the world, a business woman in the
world, that would accept that deal...? They'd get fired," he
sai d.

CO CHAIR WAGONER added that it's nice to have explorers on the
North Slope and he is the one who did the legislation 10 or so
years ago in SB 186 that brought a lot of them At the sane tine

he wasn't aware of what was really going on. It isn't the
ability to drill and produce oil; it's that not one well that
has been drilled this year or was drilled that year has put a
drop of oil into the pipeline. W have zero increase in

production in areas outside of the existing units and they
aren't going to get any. Wlls are being drilled and if hydro-
carbons are found, they are trying to flip themand sell themto
soneone else and not produce them The mstake was that the
state wasn’'t requiring them to cone to production. The
exploration that is going on on the North Slope is to hold onto
their leases, it's not about production.

4:19: 00 PM

SENATOR STEDVAN commented that the amendnent was well intended,
but he opposed it nmainly because it noves too nuch cash w thout
further balancing the system out. The CS has a progressivity
adjustnment and it mght need to be adjusted sone nore. They
could tip it to the other direction at high oil prices, but the
time is not ripe for this amendnent.

SENATOR MCQUIRE said she appreciates their coments and
reiterated that this amendnent has two higher brackets (as
opposed to the governor's bill) and it wouldn't take them back
to ELF. It still ensures a higher state take than any other tax
regine the state has had. But she agreed that nore work needs to
be done. She also commented that although it's true a lot of
workers are on the North Slope, they are in exploratory wells
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and nmi ntenance operations, but the state wants people up there
wor ki ng on producti on.

CO CHAI R PASKVAN nmai ntai ned his objection and asked for a rol
call vote. Senators MQ@ire and Wgoner voted yea; Senators
W el echowski, French, Stevens, Stedman and Paskvan voted nay;
therefore the anendnent fail ed.

4:22:22 PM
SENATOR MCGUI RE noved E. 17 [old B. 7]

27-LS1305\E. 17

Bul | ock
AMENDMENT
OFFERED | N THE SENATE
TG CSSB 192(RES), Draft Version "E"
Page 2, line 1, followi ng "tax":
Insert "rate; relating to oil and gas production
t ax credits, i ncl udi ng qual ified credits for

expl oration, devel opment and production”

Page 4, line 29, through page 5, line 9:

Delete all material and insert:

"*  Sec. 5. AS 43.55.011(e) is repealed and
reenacted to read:

(e) There is levied on the producer of oil or
gas a tax for all oil and gas produced each cal endar
year from each |ease or property in the state, |ess
any oil and gas the ownership or right to which is
exenpt from taxation or constitutes a |andowner'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 the annual production tax val ue of
the taxable oil and gas

(1) produced from a |ease or property not
described in (2) of this subsection as calculated
under AS 43.55.160(a)(1) multiplied by 25 percent, and
the sum over all nonths of the cal endar year, of the
tax anounts determ ned under (g)(1) and (p) of this
section, as applicable; and

(2) produced during the first seven
consecutive years after the start of sustained
production or produced during the first seven years
after the effective date of this subsection, whichever
is later, from a l|lease or property containing |and
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that was not or previously had not been within a unit
or in comercial production as of Decenber 31, 2008,
as calculated under AS 43.55.160(a)(1) nmnultiplied by
15 percent, and the sum over all nonths of the
cal endar year, of the tax anounts determ ned under
(g9)(2) and (p) of this section, as applicable; in this
par agr aph, "sustained production”™ has the meaning
given in AS 43.55.025(1)."

Page 5, line 28, through page 7, line 5:

Delete all material and insert:

"*  Sec. 7. AS 43.55.011(9) is repealed and
reenacted to read:

(9) For each nonth of the calendar year for
which the producer's average nonthly production tax
val ue cal cul ated under AS 43.55.160(a)(2)(A - (E) of
a BTU equivalent barrel of taxable oil produced during
the nmonth, gas produced during the nonth from a | ease
or property in the Cook Inlet sedinentary basin, and
gas produced during the nonth froma |ease or property
outside the Cook Inlet sedinentary basin and used in
the state is nmore than $30, the tax is calculated as
foll ows:

(1) the amount of tax for purposes of (e)(1)
of this section is determned by nmultiplying the val ue

cal cul ated under AS 43.55.160(a)(2)(A - (E) by the
tax rate calculated as foll ows:

(A if the producer's average nonthly
producti on t ax val ue cal cul at ed under

AS 43.55.160(a)(2)(A) - (E) of a BTU equivalent barre
of the taxable oil and gas for the nonth is not nore
than $92.50, the tax rate is 0.4 percent nultiplied by
the nunber that represents the difference between that
average nonthly production tax value of a BTU
equi val ent barrel and $30; or

(B) if the producer's average nonthly
producti on t ax val ue cal cul at ed under
AS 43.55.160(a)(2)(A - (E) of a BTU equival ent 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 nultiplied by the nunber that
represents the difference between the average nonthly
producti on t ax val ue cal cul at ed under
AS 43.55.160(a)(2)(A) - (E) of a BTU equivalent barre
and $92.50, except that the sum determ ned under this
subpar agraph may not exceed 50 percent;
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(2) the amount of tax for purposes of
(e)(2) of this section is determned by nultiplying
the nonthly production tax value «calculated under
AS 43.55.160(a)(2)(A - (E) of the taxable oil and gas
produced during the nonth by the follow ng tax rates,
as applicabl e:

(A if the producer's average nonthly
producti on t ax val ue cal cul at ed under
AS 43.55.160(a)(2)(A - (E) of a BTU equival ent barrel
of the taxable oil and gas for the nonth is not nore
than $42.50, the tax rate is 2.5 percent of the
di fference between that average nonthly production tax
val ue of a BTU equi val ent barrel and $30;

(B) if the producer's average nonthly
production t ax val ue cal cul at ed under
AS 43.55.160(a)(2)(A) - (E) of a BTU equivalent barre
of the taxable oil and gas for the nonth is nore than
$42.50 but not nore than $55, the tax rates are

(i) 2.5 percent on the first $12.50 of
nont hl y producti on t ax val ue cal cul at ed under
AS 43.55.160(a)(2)(A) - (E) for each BTU equivalent
barrel that is greater than $30; and

(i) 7.5 percent of the nonthly production
tax val ue cal cul ated under AS 43.55.160(a)(2)(A) - (E)
for each BTU equivalent barrel that is greater than
$42. 50;

(O if the producer's average nonthly
producti on t ax val ue cal cul at ed under
AS 43.55.160(a)(2)(A - (E) of a BTU equivalent barre
of the taxable oil and gas for the nonth is nore than
$55 but not nore than $67.50, the tax rates are

(i) 2.5 percent on the first $12.50 of
nont hl'y production tax value calcul ated under
AS 43.55.160(a)(2)(A - (E) for each BTU equival ent
barrel that is greater than $30;

(ii) 7.5 percent of the next higher $12.50
of nmonthly production tax value calculated under

AS 43.55.160(a)(2)(A) - (E) for each BTU equivalent
barrel; and

(rit) 12.5 percent of the nonthly
producti on t ax val ue cal cul at ed under
AS 43.55.160(a)(2)(A - (E) for each BTU equival ent
barrel that is greater than $55;

(D) if the producer's average nonthly
producti on t ax val ue cal cul at ed under

AS 43.55.160(a)(2)(A) - (E) of a BTU equivalent barre
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of the taxable oil and gas for the nonth is nore than
$67.50 but not nore than $80, the tax rates are

(i) 2.5 percent on the first $12.50 of
nont hl y producti on t ax val ue cal cul at ed under
AS 43.55.160(a)(2)(A) - (E) for each BTU equival ent
barrel that is greater than $30;

(ii) 7.5 percent of the next higher $12.50
of nonthly production tax value calculated under

AS 43.55.160(a)(2)(A - (E) for each BTU equival ent
barr el

(1) 12.5 percent of the next higher
$12.50 of nonthly production tax value calcul ated
under AS 43.55.160(a)(2)(A) - (E) for each BTU

equi val ent barrel;

(iv) 17.5 percent of the nonthly production
tax val ue cal cul ated under AS 43.55.160(a)(2)(A) - (E)
for each BTU equivalent barrel that is greater than
$67. 50;

(E) if the producer's average nonthly
producti on t ax val ue cal cul at ed under
AS 43.55.160(a)(2)(A) - (E) of a BTU equivalent barre
of the taxable oil and gas for the nonth is nore than
$80 but not nore than $92.50, the tax rates are

(i) 2.5 percent on the first $12.50 of
nont hl'y production tax value calcul ated under
AS 43.55.160(a)(2)(A) - (E) for each BTU equival ent
barrel that is greater than $30;

(ii) 7.5 percent of the next higher $12.50
of nmonthly production tax value calculated under

AS 43.55.160(a)(2)(A) - (E) for each BTU equival ent
barr el

(riti) 12.5 percent of +the next higher
$12.50 of nonthly production tax value calculated
under AS 43.55.160(a)(2)(A) - (E) for each BTU

equi val ent barrel;

(iv) 17.5 percent of the next higher $12.50
of nmonthly production tax value calculated under
AS 43.55.160(a)(2)(A) - (E) for each BTU equivalent
barrel; and

(v) 22.5 percent of the nonthly production
tax val ue cal cul ated under AS 43.55.160(a)(2)(A - (E)
for each BTU equivalent barrel that is greater than
$80;

(F) if the producer's average nonthly
producti on t ax val ue cal cul at ed under
AS 43.55.160(a)(2)(A) - (E) of a BTU equivalent barre

SENATE RES COW TTEE - 20- March 2, 2012



of the taxable oil and gas for the nonth is nore than
$92.50, the tax rates are

(i) 2.5 percent on the first $12.50 of
nont hl y producti on t ax val ue cal cul at ed under
AS 43.55.160(a)(2)(A) - (E) for each BTU equival ent
barrel that is greater than $30;

(ii) 7.5 percent of the next higher $12.50
of nonthly production tax value calculated under

AS 43.55.160(a)(2)(A - (E) for each BTU equival ent
barr el

(1) 12.5 percent of the next higher
$12.50 of nonthly production tax value calcul ated
under AS 43.55.160(a)(2)(A) - (E) for each BTU

equi val ent barrel;

(iv) 17.5 percent of the next higher $12.50
of nonthly production tax value calculated under
AS 43.55.160(a)(2)(A - (E) for each BTU equival ent
barr el

(v) 22.5 percent of the next higher $12.50
of nmonthly production tax value calculated under
AS 43.55.160(a)(2)(A) - (E) for each BTU equivalent
barrel; and

(vi) 25 percent of the nonthly production
tax val ue cal cul ated under AS 43.55.160(a)(2)(A) - (E)
for each BTU equivalent barrel that is greater than
$92. 50;

(3) for purposes of this subsection, the
average nonthly production tax value calcul ated under
AS 43.55.160(a)(2)(A - (E) of a BTU equivalent barre
of taxable oil and gas is cal cul ated by

(A adding all of the nonthly production
t ax val ues det er mi ned cal cul at ed under
AS 43.55.160(a)(2)(A - (EB); and

(B) di viding the sum cal cul ated under (A)

of this paragraph by the total anount, in BTU
equi val ent barrels, of
(1) taxable oil produced by the producer

during the nonth;

(1) taxabl e gas produced by the producer
during the nonth from a |ease or property in the Cook
I nl et sedimentary basin; and

(ti1) taxable gas produced by the producer
during the nonth from a |ease or property outside the
Cook Inlet sedinmentary basin and used in the state.”

Page 8, line 19, follow ng "percent":

SENATE RES COW TTEE -21- March 2, 2012



Insert ", or 15 percent, as applicable under
AS 43.55.011(e),"

Page 8, line 20:
Del ete "AS 43.55.011(g)"
I nsert "AS 43.55.011(g)(1) or (2), as applicable"

Page 8, line 22, follow ng "percent":
Insert ", or 15 percent, as applicable under
AS 43.55.011(e),"

Page 9, line 1, follow ng "percent":
Insert ", or 15 percent, as applicable under
AS 43.55.011(e),"

Page 9, line 2:
Del ete "AS 43.55.011(g)"
I nsert "AS 43.55.011(g)(1) or (2), as applicable"

Page 9, line 4, follow ng "percent":
Insert ", or 15 percent, as applicable under
AS 43.55.011(e)"

Page 9, line 10:

Fol | ow ng "percent":

Insert ", or 15 percent, as applicable under
AS 43.55.011(e),"

Del ete "AS 43.55.011(g)"

I nsert "AS 43.55.011(g) (1) or (2), as applicable"

CO CHAI R PASKVAN obj ected for purposes of discussion

4:22:46 PM
At ease from4:22 to 4:24 p. m

4:24:13 PM

SENATOR MCGUI RE explained that this is progressivity bracketed
(without the two higher brackets) and it applies only to new
fields. Existing production is expected to decline at 7 to 11
percent annually to just 336,000 barrels a day by FY2017.
According to the fall 2012 revenue forecast Al aska would then
need to bring on 200,000 barrels a day of new production just to
mai ntai n current production. She wanted them to renenber that as
they I ook at the system of incentives.

Amendnent E. 17 attacks this problem from a slightly different
angle; it doesn't affect any current production. She doesn't see
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it as a give back to corporations, but as a correction to
sonmet hing they over-reached on. It reduces the base tax rate to
15 for new fields outside existing units for seven years; it
adopts a bracketed progressivity system simlar to B.5 with a
top bracket of 25 percent for the first seven years of sustained
production and then those fields would revert to the regular
ACES r egi ne.

SENATOR MCGUIRE said she has heard from new explorers, in
particular, who have explained how inportant changing ACES is
for them One conpany has secured a contract for devel opnent
that would lead to 1,400 new Al askan jobs that is specifically
contingent on passage of ACES.

She was president of a group called the Pacific Northwest
Econom ¢ Region during the sanme tinme [2007] that Al berta adopted
a windfall profits tax. The net effect of that was that industry
i nvestnment declined by 50 percent. Dr. van Meurs said the
experience of Alberta which faces a declining conventional oil
production |ike Alaska indicates that designing |ower fiscal
terms in the 50 to 60 percent range of governnment take for
higher cost resources is a viable strategy to increase
production. Once Alberta ratcheted back its tax reginme they got

back the business they had Ilost largely to places Iike
Saskat chewan, which had taken advantage of the opportunity and
incentivized its oil industry. Alberta came back after a

conpetitiveness review and nodified their system in 2009 to
2010; and the changes resulted in a rebound in investnment from
$10.6 billion in 2008 to $16 billion by 2011 and record |and
sal es that surpassed previous records by over $400 nmillion.

SENATOR MCGUIRE said that Dr. van Meurs used Alberta as a node

and went on to say the 60 to 65 percent governnent take for nore
costly new light oil resources as proposed in HB 110 and HB 117
is a reasonable Ilevel from an international perspective.
Amendnent E. 17 adopts this level of governnment take for new
undevel oped fields outside of existing units. To be fair, he
said bracketed progressivity was a conplicated approach and one
in which they wouldn't know the full effects. He recomended
ot her approaches which have been in amendnents here and m ght be
di scussed in the Senate Finance Conmittee. She hadn't seen them
nmodel ed and hadn't heard commtnents from industry, so she was
going to rely on E. 17 for now.

4:29: 30 PM
SENATOR FRENCH asked why t he anendnent uses the date of 2008.
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MKE PAWOABKI, staff to Senator MGQ@ire, explained that
Decenber 31, 2008 is the bright line that was drawn about
commercial production not within an existing unit to distinguish
bet ween what the anendnent is attenpting to do, which is only to
affect projects outside of the existing units.

SENATOR FRENCH asked if the amendnent would apply to Prudhoe
Bay, Kuparuk and Al pi ne.

MR. PAW.ONSBKI answer ed no.
SENATOR FRENCH said he would be a no vote, but it cones closer

than the previous one did. This is what they need to be focused
on, but leaving out Prudhoe Bay is where a lot of oil can be

nmoved. It's still one of the biggest reservoirs left in North
America. A 1 or 2 percent production increase at Prudhoe Bay
wll swanp a lot of smaller new fields. He l|iked the idea

because they nust be focused on incentivizing new oil no matter
where it conmes from

4:31:42 PM

SENATOR STEDVMAN said he would oppose the anendnent. It's on
point in working on increnental production, but they need to be
careful to not nake the system too conplex. The issue is stil
in the mddl e of the table.

CO CHAI R PASKVAN nuai ntai ned his objection and asked for a rol
call vote. Senators MQ@ire and Wgoner voted yea; Senators
St evens, Stednan, W el echowski, French, and Paskvan voted nay;
so the anmendnent fail ed.

4:33:17 PM
SENATOR W ELECHOMASKI of fered Anendnent E. 10.

27-LS1305\E. 10
Nauman/ Bul | ock
AMENDMENT

OFFERED | N THE SENATE
TO. CSSB 192(RES), Draft Version "E'

Page 1, line 1, follow ng "tax;":

Insert "relating to oil and gas or gas only
| easing; requiring that a mninmum work commitnent be
included in each oil and gas and gas only |ease and
that a proposed plan of devel opnent be included in an
application for an oil and gas or gas only | ease;"
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Page 4, following |ine 28:
Insert new bill sections to read:
"* Sec. 5. AS 38.05.180(h) is anmended to read:

(h) The comm ssioner shall [MAY] include terns
in a [ANY] |ease that inpose [IMPOSING a m ni num work
commitnment on the l|lessee to inplenent the plan of
devel opnent submitted by the |lessee with a bid for an
oil and gas or gas only lease. The terns of the
m ni num work comm tnent nust [. THESE TERMS SHALL BE
MADE PUBLIC BEFORE THE SALE, AND  MNAY] i ncl ude
appropriate penalty provisions to take effect in the
event the |essee does not fulfill the mninmm work
commitnment. If it is denonstrated that a |ease has
been proven unproductive by actions of adjacent |ease
hol ders, the comm ssioner my set aside a work
comm tnent. The conm ssioner may waive for a period
not to exceed one two-year period any term of a
m nimum work commtnent if the conm ssioner makes a
witten finding either that conditions preventing
drilling or exploration were beyond the |essee's
reasonable ability to foresee or control or that the
| essee has denonstrated through good faith efforts an
intent and ability to drill or develop the |ease
during the termof the waiver.

* Sec. 6. AS 38.05.180(x) is anended to read:

(x) A lessee conducting or permtting any
exploration for, or devel opnent or production of, oil
or gas on state land shall provide the conm ssioner
access to all noninterpretive data obtained from that
| ease; shall provide the conm ssioner access to all
informati on necessary to perform an econom c anal ysis
under (ii)(2) of this section, including the capital
operating, production, and devel opnent costs and an
estimate of total reserves; and shall provide copies
of that data and information, as the conmm ssioner nmay
reguest. The confidentiality provi si ons of
AS 38.05.035 apply to the information obtained under
this subsection

* Sec. 7. AS 38.05.180 is anended by adding new
subsections to read:

(hh)  The comm ssioner shall require each bidder
for an oil and gas l|lease or gas only |ease and each
| essee applying for an extension or renewal of an oil
and gas lease or gas only lease to submt a plan of
devel opment for exploring, developing, and producing
fromthe lease within the period of the |ease or the
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extension or renewal of the |ease. The comi ssioner
shal |l review each plan of devel opnent and determine if
the proposed plan of developnent s reasonably
expected to develop the lease in the best interest of
the state. The plan of developnment shall be included
in a lease along with penalties for failing to conply
with the plan of developnent and other terns of the
| ease. A bidder may not be a "qualified bidder"” for
the purposes of (f)(1l) of this section if the
conmi ssioner finds that the bidder has not submitted a
proposed plan of developnment that is in the best
interest of +the state or that the person that
submtted the plan of developnent is not reasonably
capabl e of inplenenting the plan.

(ii) The comm ssioner shal

(1) review each oil and gas |ease or gas
only |ease each year for the purpose of determ ning
whether a |lease is being developed in the Dbest
interest of the state, whether the |essee is conplying
with the plan of devel opnent applicable to the |ease,
and whet her revision of a devel opnent plan, including
the planned rate of developnent, would provide the
maxi mum benefit to the people of the state;

(2) every five years, perform an econom c
analysis on each participating area and determ ne
whet her the participating area is capable of increased
production in paying quantities over the current rate
of production or plan of devel opnent;

(3) enforce the terns of each oil and gas
|ease or gas only lease, including inmposing any
applicable penalty or other remedy for nonconpliance,
within a reasonable tinme after finding that a |essee
is out of conmpliance with the ternms of the |ease;

(4) submt a report to the legislature
before the first day of each regular session that
lists each oil and gas or gas only lessee that is
found to be out of conpliance and the action by the
commi ssioner to bring the |essee back into conpliance
or to termnate the | ease

(j1) For the purposes of (hh) and (ii) of this
section, a plan of developnent for a cooperative or
unit under (p) of this section is the plan of
devel opnent for a l|lease wthin the cooperative or
unit, except where a different plan of devel opnent is
established for a l|ease wthin the cooperative or
unit.

(kk) For purposes of (ii) of this section,
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(1) "participating area" neans that part of
an oil and gas lease unit area to which production is
allocated in the manner described in a unit agreenent;

(2) "production in paying quantities" neans
production in quantities sufficient to yield a return
in excess of drilling, developnent, and operating
costs."”

Renunber the followi ng bill sections accordingly.

Page 21, line 8, follow ng "APPLI CABILITY.":
I nsert "(a)"

Page 21, line 9:
Del ete "sec. 13"
| nsert "sec. 16"

Page 21, following line 12:
I nsert a new subsection to read:

"(b) Section 5 of this Act and
AS 38.085.180(hh), enacted by sec. 7 of this Act,
apply to a proposed lease sale and the renewal or
extension of a |lease on or after the effective date of
secs. 5 and 7 of this Act."”

Page 21, |ine 13:
Delete all material and insert:
"* Sec. 21. Sections 5 - 7 of this Act take effect
July 1, 2013.
* Sec. 22. Except as provided in sec. 21 of this
Act, this Act takes effect January 1, 2013."

CO CHAI R PASKVAN obj ected for discussion purposes.

SENATOR W ELECHOWSKI said this is a pro devel opnent anendnent
and that he is in alignnent with Senator Wagoner with the issue
that one of the bigger problens on the North Slope is the
| easing structure. This anendnent requires conpanies before
subnmitting | eases to submit a mnimum work plan. This avoids the
situation where conpanies go out and bid on tracts of land with
no intention or funding to actually ever go ahead and expl ore on
it. Recently, a producer acquired 34 tracts of land on the North
Sl ope and next week the Petroleum News reported they didn't have
any plan to develop them they wanted to see what would happen
with the ACES tax structure. That is the wong approach from his
per specti ve.
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When you bid on a lease in the State of Al aska you have a |ega
obligation to explore and if you find oil to develop it, Senator
W el echowski said. Unfortunately that is not the way the state's
| eases are being handled. They are being handled as options to
explore and options to develop. They have |earned through the
short tinme of this anmendnent's existence that 25 percent of the
state's |eases, hundreds, having nothing going on with them
There have been no seismc studies, no permt applications
not hi ng; they're idle.

4:35:13 PM
As the sovereign they can do a better job; this anendnent
requires mninmm work commtnents. It says if you want to

acquire a lease in Alaska you have to have sone mninmm
standards, sonme sort of a plan to come in and not sinply use
this as an option.

The second thing it does is require a review of existing |eases
and plans of developnents. The goal is to see whether the
| essees are conplying with their current plans of devel opnents
and whether they should be revised. He said the Constitution
says they have an obligation to get the maxi num benefit for the
resource and this would ensure that the state's land is being
devel oped. It also requires the Departnent of Revenue and
Department of Natural Resources to perform an econonic anal ysis
on each participating area to determ ne whether it is capable of
i ncreased production. Thirdly, it ensures the ternms of existing
| eases are enforced. He thought this measure would get nore oi
in the pipeline wth nore exploration and drilling, and would
better align the state with industry.

SENATOR W ELECHOWBKI said he recognized this anendnent didn't
have nmuch vetting and needed nore work and he was hopeful it
woul d get a hearing. He withdrew the anmendnent.

4:37:15 PM

SENATOR STEVENS noved to report CSSB 192(RES), version E, from
commttee with individual recomendations and attached fiscal
note(s) and forthcom ng fiscal information.

CO- CHAI R WAGONER obj ect ed.

4:38: 08 PM
SENATOR FRENCH said he wanted to speak to the objection. He said
it's very difficult to nmove a bill like this through the

conmttee. He congratulated the <chair on doing that and
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bal anci ng the phil osophical divisions and scheduling issues. He
said the conmttee had put hundreds of hours of tinme into this
both in the commttee and in their offices.

He said this bill makes a significant concession to the oil
industry in ternms of progressivity and hundreds of mllions of
dollars. It hasn't nmeant with much "industry love,” but that is
a negotiating posture. "That is what the oil industry does." So,
they are negotiating and the focus of this bill is about new oil
and every person in this room is united around that concept.
Wth that idea they can nove forward.

4:40: 29 PM

CO CHAIR WAGONER stated that he talked to a | ot of people about
anot her amendnent, but he decided not to offer it because he
hadn't seen the nodeling that goes with the bill. He expected
that to be done in Finance, but he thought the tax holiday was
the way to go. He said his staff worked nmany hours and days on
the anmendnment, but wthout the nodeling it's only half way
t here.

CO CHAI R PASKVAN noted the objection and asked for a roll call
vote. Senators MQ@ire and Wgoner voted nay and Senators
Stevens, Wel echowski, French, Stedman and Paskvan voted yea;
therefore, CSSB 192(RES), version E, noved from the Senate
Resources Standing Comm ttee.

4:42:40 PM

Finding no further business to cone before the comittee Co-
Chair Paskvan adjourned the Senate Resources Standing Conmittee
nmeeting at 4:42 p.m
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