HOUSE FI NANCE COW TTEE
April 9, 2015
1:39 p. m

1: 39: 53 PM

CALL TO ORDER

Co-Chair Thonpson called the House Finance Commttee
nmeeting to order at 1:39 p. m

VEMBERS PRESENT

Representati ve Mark Neuman, Co-Chair
Representati ve Steve Thonpson, Co-Chair
Representati ve Dan Saddl er, Vice-Chair
Represent ati ve Bryce Edgnon
Representative Les Gara

Representative Lynn Gattis
Representative David Quttenberg
Representative Scott Kawasaki
Representative Tanme W/ son

VEMBERS ABSENT

Represent ati ve Cat hy Minoz
Representative Lance Pruitt

ALSO PRESENT

Laura Stidolph, Staff, Representative Kurt d son; Jane
Pierson, Staff, Representative Steve Thonpson; Tom Wi ght,
Staff, Representative Mke Chenault; Representative M ke
Chenaul t, Sponsor; Donald Bullock, House Mjority Staff;

Adam D anond, Manager , Gover nent Rel at i ons, Agri um
| ncorporated; Steve Wendt, Kenai Plant Mnager, Agrium
| ncorporated; Paul Gossi, Representative, Plunbers and

Pipefitters and Iron Wrkers; Representative Cathy Tilton
Sponsor; Daniel Bellerive, Staff, Representative Cathy
Tilton.

PRESENT VI A TELECONFERENCE

Aeron Plikat, President, Building and Construction Trades
Council of South Central Al aska, Anchorage; Paul Carr,
Vi ce-President, Building and Construction Trades Council of
Sout h Central Al aska, Anchorage.
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SUMVARY
HB 81 EXEMPTI ON: LI CENSI NG OF CONTRACTCORS

HB 81 was HEARD and HELD in commttee for further
consi derati on.

HB 100 UREA/ AMMONI A FACI LI TY TAX CREDI T
CSHB 100(FIN) was REPORTED out of conmittee with
a "do pass" recomendation and with a previously
publ i shed zero fiscal note: FN1 (DOR).

HB 116 EXTEND ALCOHOLI C BEVERAGE CONTROL BOARD
HB 116 was REPORTED out of Conmttee with a "do
pass" recomendation and with a new fiscal inpact
note from the Departnent of Conmerce, Comrunity
and Econom c Devel opnent.

HB 155 FEES;, WAI VERS; CREDI TS; DEDUCTI ONS; TAXES
HB 155 was SCHEDULED but not HEARD.

#hb116
HOUSE BI LL NO. 116

"An  Act extending the termnation date of the
Al coholic Beverage Control Board; and providing for an
effective date."

1:40: 54 PM

LAURA STI DOLPH, STAFF, REPRESENTATIVE KURT CLSON, presented
HB 116. She explained that the legislation extended the
term nation date for the Alcoholic Beverage Control Board
(ABC) through June 30, 2018. She informed the conmttee
that the fiscal note (new FN (CED) included the estinmated
costs of regulating marijuana due to a stipulation in the
voter initiative that l|egalized marijuana and tasked the

board wth regulation. However, if HB 123 (Establish
Marijuana Control Board) was subsequently adopted the
funding for regulating marijuana will be renoved from the

fiscal note.

There were no questions fromcommttee nenbers.
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Co- Chair Thonpson OPENED public testinony.
Co- Chair Thonpson CLOSED public testinony.

Co-Chair Neuman MOVED to report HB 116 out of Conmttee
with individual recommendations and the acconpanying fiscal
not e.

There being NO OBJECTION, HB 116 was REPORTED out of
Commttee with a "do pass" recomendation and with a new
fiscal inmpact note from the Departnent of Commerce,
Communi ty and Econom ¢ Devel oprent.

1: 43: 38 PM
AT EASE

1: 45: 03 PM
RECONVEYNED

#hb100
HOUSE BI LL NO. 100

"An Act establishing a credit against the net incone
tax for an in-state processing facility that
manufactures wurea or ammonia; and providing for an
effective date.”

1:45: 43 PM

Co-Chair Neuman MOVED to ADOPT the proposed conmttee
substitute for HB 100, Wrk Draft 29-1s0423\G  Nauman,
4/ 7/ 15.

There being NO OBJECTION, it was so ordered.

JANE Pl ERSQON, STAFF, REPRESENTATI VE  STEVE  THOVPSOQN,
expl ai ned the changes in the commttee substitute (CS). She
reported that on page 1, lines 2, 4, and 5 the CS included
a credit for gas-to-liquid products were added. She
continued that on page 2, lines 10 and 12 the addition of
"gas-to-liquid® was added. Found on page 2, Ilines 18
through 20 contained the definition of "gas-to-liquid
product” she read the foll ow ng:

.ln this subsection, "gas-to-liquid product” neans a

liquid produced by a processing facility that
conbi nes, breaks up, or rearranges atons present in
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natural gas, but does not include I|iquefied natural
gas.

Ms. Pierson furthered that page 2, lines 25 and 26 and page
3, line 11 referenced gas to liquid products. The final
change was included on page 3, line 20 and noted the length
of the credit was changed to five years by inserting the
date to January 1, 2022.

TOM WRI GHT, STAFF, REPRESENTATIVE M KE CHENAULT, provided a
brief synopsis of the bill. He voiced that the legislation
created a new corporate inconme tax credit for owners of
facilities that manufacture urea or ammobnia, and gas to
liquids. He referenced a study by the MDowell G oup
(titled, "Potential Inmpacts of Agriums QOperation on State
of Al aska Revenues") (copy on file) that concluded that
reopening the Agrium facility using a single train would
require approximtely 28 billion cubic feet (bcf) of gas
per year wth 21(bcf) derived from state |eases. The
anticipated royalty paynent to the state was approxi mately
$15 million annually.

Co- Chair Neuman commented that he had been working on a
gas-to-liquids scenario in an attenpt to add value to
Al askan products, diversify the econony, and create jobs.
He referenced that Al aska Industrial Devel opnment and Export
Authority (AIDEA) released a report on Novenber, 2014
publ i shed by a conpany called Nexant that provided gas-to-
liquid advisory services. He detailed that the report
provi ded the value of products and the anmount of investnent
that was needed. He added the |anguage in anticipation of a
| arge end product user for an in-state gas pipeline which
woul d help the economcs of an in-state gas pipeline and
woul d create jobs. He cited the reports figures of a tota
private industry investnment of up to $6.5 billion and the
creation of 5000 permanent jobs. He l|liked that HB 100 was
attributed to an industry that added value to Al askan
products. He enphasized that he added the gas-to-liquid
products credit to HB 100 after discussions wth the
sponsor to endeavor to diversify the state's econony, help
the econonmics of an in-state gas pipeline, and create jobs
in the state.

Vice-Chair Saddler wanted a brief history of the Agrium
pl ant .
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M. Wight responded that he did not know all of the
history. He reported that if the plant reopened, planned
rehabilitation costs were $275 mllion and would enploy a
tenmporary workforce of 440 workers wth a payroll of
approximately $75 million over the two year rehabilitation
tinmeframe. He continued that the reopened plant would
enploy 140 direct jobs and the payroll would amunt to
approximately $14 nillion and approximately 340 "total"
jobs that "included direct, indirect, and induced wthin
the state with an approxi mate payroll of $30 million.

Vice-Chair Saddler inquired further about the history of
the plant. M. Wight deferred to representatives from the
i ndustry in the audi ence.

Vi ce-Chair Saddler asked who the gas-to-liquid provision
m ght apply to. M. Wight answered that a tenporary gas-
to-liquid plant had been in operation on the Kena
Peninsula by BP. He alluded to "sone interest" currently
but did not know specific information.

Representative Kawasaki wondered about the anmount of
natural gas available in Cook Inlet Basin. He referred to
the Interior Energy Project (IEP) slated for Fairbanks,
whi ch proposed utilizing a natural gas supply from Cook
Inlet. He was wondering about the total ampunt of natura
gas reserves available in Cook Inlet and whether enough
Cook Inlet gas was available for the Agrium project.

REPRESENTATI VE M KE CHENAULT, SPONSOR, responded that he
did not know the total gas supply in Cook Inlet and
expressed uncertainty that it was possible to determ ne
with certainty. He enphasized the inportance to "bring on
nmore gas supply to fill the need of the gas market" whether
i n Fai rbanks or for the Agrium plant.

1:54: 44 PM

Representati ve Kawasaki comrented that he could provide a
transcri pt of discussions about an "abundance of fear" that
there would not be enough gas supply in Cook Inlet for the
Fairbanks |EP. He wanted assurances that an abundant
natural gas supply existed in Cook Inlet for both projects.

Representative Chenault responded that he never stated
concerns over the Cook Inlet supply for the IEP. He
believed that the nore gas that was discovered in Cook
Inlet nmeant increased opportunities to supply gas to
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Al askans. He added that nore natural gas consuners whet her
in Fairbanks or for Donlin Creek or the Agrium facility
meant nore noney being spent on exploration to fill the
mar ket s.

Vi ce-Chair Saddler reported that he was previously a nenber
of the House Resources Comrittee and was famliar with a
study fromthe Departnment of Natural Resources, Division of
Ceol ogi ¢ and Ceophysical Sciences on the Cook Inlet Basin.
He ascertained that the basin contained a |arge volunme of
gas but was conplicated and necessitated nuch exploration
and drilling. He agreed that increased market denand
i ncreased exploration and produced nore gas. He asked
whether the plant offered any ancillary benefits to the
consuners in Southcentral Al aska.

Representative Chenault commented that the benefits of the
facility would start wth jobs and spread indirectly
t hrough the econony. He opined that nore people working
provided nore dollars into the econony. He added that when
the plant was in operation benefits spread throughout the
state. He reported that the barley farners |ocated nuch
farther north of the plant purchased urea for approximtely
$199. per ton. Wwen the facility shut down the cost
increased by $500 to $700 per ton and increased costs to
| ocal consunmers. He nmentioned that the Departnment of
Transportation and Public Facilities used urea to de-ice
airport runways. He related that the closure of the Kena
facility had a large inpact on the |ocal conmunity.

Vi ce-Chair Saddl er hoped to hear nore about how an anchor
consuner like the Agrium plant could encourage nore
exploration in Cook Inlet and generate a nore reliable
heati ng supply for the Anchorage area.

Representative Chenault commented that Vice-Chair Saddl er
was correct. He shared that when in operation, the Agrium
plant and the Conoco LNG (liquefied natural gas) facility
had provided stability. He nentioned that in the
sumertinme, Railbelt gas consunption dropped dramatically
and in the wintertine demand increased. During extrenely
cold periods, both plants would back gas out of the
facility to ensure enough gas supply for the consuner
market. Both plants provided a relief valve and |ong-term
stabl e demand that drove expl orati on.

2:01: 14 PM
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Vi ce-Chair Saddler wunderstood that a storage facility in
Cook Inlet reduced the need for a facility to back out gas.
He wondered whether the Agrium plant was still wlling to
back out gas in periods of high demand.

Representative Chenault was unsure and could not speak for
the conmpany. He shared that Agrium had always been good
nei ghbors in the past and reduced consunption in tinmes of
hi gh demand.

Representative Gara referred to a tinme in 2008 when the
Palin Adm nistration proposed a small gasline north to
Fai rbanks and was told by many Anchorage |egislators that
the Cook Inlet gas supply was not sufficient for the
project. He related that continued exploration in Cook
Inl et would produce nore gas but that exploration was not
continuous. He argued that the argunent Kkept shifting on
whet her enough gas existed in Cook Inlet. He referred to
the credits for the gas-to-liquid products in the CS. He
asked if any facilities currently existed in the state that
woul d benefit from the tax credits and whether any were
comng online. He didn't want "to give away noney" to
conmpani es that were noving forward without the credit.

Representative Chenault nentioned that the BP gas-to-
liquids facility was only a test facility and closed two
years ago. He was not aware of any further use for the
facility.

2:04: 50 PM

Co- Chair Neuman did not think that the Agrium conpany woul d
invest as large a sum of noney as $275 million in startup
costs or that a conpany that wanted to operate a gas-to-
liquid facility that needed $6.5 billion to develop would
invest that anmpunt of noney without a long-term stable gas
supply. A gas-to-liquid facility would be dependent on an
in-state gasline not anticipated wuntil 2024. He also
suggested that nore demand would drive nore exploration
whi ch woul d create nore jobs and |ower the cost of gas. He
believed that Al aska exported nost of its raw resources out
of state at the expense of the state's econony. He felt
that Al aska needed nore legislation |like HB 100 that drove
exploration, added value to a resource, benefitted the
econony, and created jobs. He relayed from testinony that
Agrium would still pay the state $15 million in taxes after
the proposed $3 nmillion credit was deducted.
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Representative Gara wondered if there was any other gas-to-
liquid operations in the state other than the BP test
facility. He also wanted to know if the credit would
benefit Point Thonpson. Co-Chair Neunman responded that no
gas-to-liquid production existed in the state and that the
credit could benefit Point Thonpson.

Representative Quttenberg expressed incredulity that after
$300 million in credits per year for Cook Inlet the state
did still not know whether there was enough gas in Cook
Inlet Basin for Anchorage |et alone Fairbanks or other
projects. He was concerned about natural gas supply. He
noted the addition of the gas-to-liquid products credit and
wondered whether a gas-to-liquid facility was being
consi dered by Agrium

Co- Chair Thonpson believed that it was a job of the state
to encourage devel opnent and industry to Al aska and create
a diversified econony and that the legislation was in
concert in what the state should pronote.

2:10: 54 PM

Representative QQuttenberg was in conplete agreenent. He
wi shed that the state's agriculture was nore developed to
generate nmore need for the fertilizer. He requested that
sonmeone from DNR could testify in regards to how nuch gas
was avail able in the Cook Inlet Basin.

Co- Chair Thonpson deduced that a conpany would not invest
the huge amounts of nobney needed for startup costs w thout
a stable I ong-termgas supply.

Representative Gattis declared a conflict of interest wth
Agrium because as a farmer she would purchase fertilizer
fromthe plant.

Vice-Chair Saddler asked how the royalty rate was re-
established after the credits expired. Representati ve
Chenault deferred to the House Majority Attorney.

DONALD BULLOCK, HOUSE MAJORITY STAFF, explained that the
royalty rate was set in terns of the |eases. Provisions in
the oil and gas l|leasing statutes allowed for varying the
rates at different times depending on the economcs of
production and when the |eases were renewed. He detailed
that the legislation took the contract price negotiated
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bet ween a producer |essee and the Agrium plant and used the
plant as the value. Royalties were typically expressed as a
percentage of value or a percentage of production dependi ng
on whether the state was receiving royalty in noney or gas.
The safety valve for DNR was to examine the contract and
ensure that the contract and valuation was simlar to the
kind of contract and valuation that was based on issues in
a subsequent royalty audit. Establishing the price in the
contract provided stability to the buyer of the gas and for
t he producer who knew what the royalty was for the life of
t he contract.

2:15:46 PM

Representative W/Ison thought the bill was about offering
an incentive for a business to startup. Representative
Chenault responded affirmatively. Representative W]Ison
asked whet her one consequence of HB 100 was to encourage a
gas-to-liquid devel opnent. Representative Chenault believed
that was the intent of the new provision in the CS
Representative WIlson remnded the commttee that the
intent of the bill was pro-business.

Vi ce-Chair Saddler asked whether the state could owe the
conpany nore than the anmount of the credit. M. Wight
responded in the negative.

Co- Chair Thonpson OPENED public testinony.

Co- Chair Thonpson asked whether reducing the length of the
credit from1l0 to 5 years worked with Agrium s tinefrane.

ADAM DI AMOND, MANAGER, GOVERNMENT RELATI ONS, AGRI UM
| NCORPORATED, answered that the conpany was seeking the
nost attractive offer for the project to measure against
the conpany's other projects that were internally conpeting
for the same pool of capital expenditure funding. Any
reducti on would inpact the "attractiveness” of the project.
He noted that the facility was tentatively scheduled to
open in July, 2017, and Agrium would lose half of one
year's credit.

Representative Gara comented that every startup business
in the state would like to receive a 5 year tax credit. He
wondered why the state would give Agrium the credit under
the logic that the business mght startup wthout the

House Fi nance Conmmittee 9 04/09/15 1:39 P. M



credit but that a credit further inpacted the decision to
nove forward.

M. Dianond responded that the bill contained provisions
t hat protected the state and of fered significant
safeguards. He indicated that HB 100 generated revenue and
contained significant safeguards for the state. Royalty
revenue would be new revenue to the state and that the
state was currently not collecting tax revenue from the
pl ant and would not after the sunset date unless the plant

reopened. He deened that the bill was "set up to protect
the state" and did not reduce an existing revenue stream
nor necessitated any upf ront state obl i gati ons,

comm tnents, or out-of-pocket expenses. Enploying royalty
revenues as a benchmark prevented a "revenue negative"
scenario and actually "generated new revenue" for the
st at e.

2:21: 54 PM

Representative Gara referred to M. D anond' s previous
testinmony that the plant mght reopen even w thout the tax
credits. He surmised that the state would |ose revenue if
Agrium noved forward regardless of the tax credit. He
contended that the royalty revenue the state would gain
from new Cook Inlet gas generated by the facilities denmand
would eventually be generated by another project or
i ncreased consunmer denmand. The plant was not gaining the
state royalty revenue that it would not eventually receive
from demand; "it was just royalty revenue from a different
project.” He wondered how the state prospered under the
scenari o he descri bed.

STEVE WENDT, KENAI PLANT MANAGER, AGRI UM | NCORPORATED,

responded that the conpany was working with a nunber of

producers who enphasized the need for a "steady and
significant market" for their gas. He maintained that the
i nexpensive and easily produced gas in Cook Inlet was
exhausted. He disagreed with Rep. Gara's statenment that the
gas would be produced wthout demand from Agrium He
mai ntained that new reserves were difficult to find and
mar ket demand needed to be steady, year-round, and wth
high returns to spur exploration investnment. He furthered
that Agrium was asking for a credit to offset the prem um
price they would be paying for gas in conparison with its
conpetitors who purchased Nynex natural gas at $2.60 per
t housand cubic feet.
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Co- Chair Neuman assumed that if opening up the Agrium plant
was economically feasible the conpany already would have
He deduced that the |egislation was enough of an incentive
for Agriumto reconsider reopening the facility.

M. Diamond remarked that the tax credit wuld be a
significant factor in the conpany's deliberations. However,
he could not assure the conmttee that passage of the
| egi sl ati on woul d guarantee the plant's re-opening.

Co-Chair Neuman restated that the plant would be in
operation if it was profitable for Agrium M. D anond
agreed with the statenent.

Co-Chair Thonpson conmented that wth the tax credit
benefit it was nore likely that the facility would reopen
and would signal that Alaska wanted to be a business
friendly state.

2:26: 16 PM

Representative Guttenberg asked how far the conpany had
progressed with the design of the plant in context to the
credit for gas-to-liquid products. He wondered whether it
had an inpact on the current plant design. M. Wndt
responded that gas-to-liquid was a conpletely different
process and had nothing to do with the Agrium facility.
Representative Quttenberg asked if he knew of any other
urea/ammonia plant planned in the state. M.  \Wendt
responded in the negative. Representative (Quttenberg
concluded that the gas-to-liquid |anguage in the CS applied
to anot her type of plant.

Vi ce-Chair Saddl er asked a technical question. He discerned
that in the urea process the natural gas was used to
capture nitrogen from the atnosphere and was not extracted
fromthe gas. He asked for confirmation.

M. Wendt replied that three main "feed stocks" for the
plant was air, which supplied nitrogen, water, which
suppl i ed hydrogen, and net hane from natural gas.

Co- Chair Thonpson continued with public testinony.

AERON PLI KAT, PRESI DENT, BU LDI NG AND CONSTRUCTI ON TRADES

COUNCI L OF SOUTH  CENTRAL  ALASKA, ANCHORAGE  (via
tel econference), spoke in favor of HB 100. He referred to
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the North Kenai area as the "rustbelt." He delineated that
the first noticeable |Iandmark when driving into N kiski was
the idle Agrium facility that had provided the comunity
with 300 jobs. He viewed reopening the plant as a great
opportunity for jobs in the area. Over 400 construction and
restart jobs would be necessary and over 100 fulltinme jobs
woul d be brought back to the Kenai. He felt that the plant
woul d spur opportunities for young people with workforce
devel opnent .

PAUL CARR, VI CE-PRESI DENT, BU LDI NG AND CONSTRUCTI ON TRADES
COUNCI L OF SOUTH  CENTRAL ALASKA, ANCHORACGE (via
tel econference), related that he was also the business
manager for the Iron Wrkers Local 751. He spoke in support
of the legislation. He believed the project was appropriate
and nmuch needed in the current economc downturn. He was
afraid of losing skilled Alaskan trade and construction
wor kers due to the econom c downturn simlar to a situation
in late 1980's. He was in the business of giving people in
Al aska the opportunity to make a living. He believed that
Agrium would provide “famly-wage" jobs and offer
di versification of the state's econony.

2:33:22 PM

PAUL GROSSI, REPRESENTATIVE, PLUMBERS AND PIPEFI TTERS AND
| RON WORKERS, spoke in favor of the bill. He concurred with
the previous testinony that the plant would create nuch
needed direct and indirect jobs for the Kenai. He believed
that the plant had the potential to generate state revenue
and bring in approximately $345 million over the 20 year
life of the plant. He was puzzled by any reluctance in
menber's support of the legislation. He thought the bill
was positive for the state and urged support for the bill.

Representative Gara referred to previous testinmony from
Agrium that the plant mght nove forward wthout tax
credits. He restated his concern over ceding state revenue
under the current scenario.

M. Gossi shared personal experience as a netaphor. He had
recently purchased a car. He purchased the car because the
deal er offered sone special incentives. He |ooked at the
project in the sanme |ight.

Representative Gara reiterated previous testinony regarding
the possibility of the plant noving forward w thout tax
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credits. He inquired about the chances of the conpany
moving forward wi thout the tax credit. Co-Chair Thonpson
t hough that the answer was a corporate board decision and
was not appropriate to reveal.

Representative Gara asserted that if the state was going to
be paying out over $3 million per year in a tine of billion
doll ar budget deficits he should be able to ask the
guesti on.

M. Dianond was uncertain how to answer the question; odds
were not assigned. He reminded the commttee of the
"inherent hurdles"” that the project faced and thought he
could weigh the probabilities hinself.

2:39: 59 PM

Vi ce-Chair Saddl er wondered about the rehabilitation costs
of $275 mllion over two years. He inquired about the
present condition of the facility.

M. Wendt answered that the conpany installed vapor face
corrosion inhibitors when the plant shut down in 2007 that
kept the plant in good condition. He expounded that
recently the plant was extensively inspected and the
conpany was "pleased” with its condition.

Vice-Chair Saddler wanted to know about any potential
interface with the AKLNG project. M. Wndt reported that
Agrium was actively participating in the governor's task
force and was "very interested" in seeing a gasline to
Ni ki ski .

Co- Chair Thonpson CLOSED public testinony.

2:41: 50 PM

Representative Gara MOVED t o ADOPT Amendnent 1
Representative Wl son OBJECTED for discussion.
Representative Gara revi ewed Anendnent 1:

Page 1, line 4, follow ng "anmoni a; "

Insert "providing an optional exenption from
muni ci pal property taxation for certain in-state
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processing facilities that mnufacture wurea or
amoni a; "

Page 1, following |line 6:
Insert a new bill section to read:
"* Section 1.AS 29.45.050 is anended by adding a
new subsection to read:
(x) A municipality may by ordi nance approved
by the voters exenpt or partially exenpt
from taxation an in-state processi ng
facility whose primary function 1is the
manuf acturing and sale of urea or ammpnia to
third parties in armis length transactions
An exenption under this subsection may be of
l[imted or unlimted duration."”
Page 1, line 7:

Del ete "Section 1"
| nsert "Sec. 2"

Renunber the followi ng bill sections accordingly.

Page 2, line 27, followi ng "section.":
Insert "A credit wunder this section my not
exceed $2,000,000 for each in-state processing
facility a year."

Page 3, line 11:

Del ete "sec. 2"
| nsert "sec. 3"

Page 3, line 14:

Delete "Sections 1, 2, and 4"
| nsert "Sections 1 - 3 and 5"

Page 3, line 15:

Del ete "Section 3"
| nsert "Section 4"
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Representative Gara explained the amendnent. He stated that
the potential Agrium tax credit was $4 mllion per year.
The amendnment would offer a $2 mllion tax credit from the
state and allowed the nmunicipality to offer, through a vote
of its citizens, the ability to exenpt or partially exenpt
the plant fromlocal taxes. He offered that the state had a
$3.5 billion deficit and would |ose needed revenue and
t hought the nunicipality that was benefitting from Agrium
shoul d share the burden. He was troubled that the corporate
board nenbers were not present to discuss whether the plant
woul d reopen without a tax credit.

Representative WIson voiced that the credits were reduced
to five years and the amendnent would add an additional
"hurtle"” on the project. She believed the bill would help
to bring in new revenue during the economc tailspin and
created jobs for the Kenai. She ascertained that Agrium
determned it needed the credit to incentivize the project
and that the plant's reopening would vitalize the econony
and would help the state's deficit in the |ong run.

Representati ve Kawasaki supported the anendnent. He
suggested that due to the state's fiscal situation
municipalities will need to pay for nore of its operations

with less support from the state. He added that the
muni ci pality should contribute to the credit incentives
because it directly benefited from the plant. He supported
l[imting the credit in light of the state's budget crisis.
He believed that the zero fiscal note was deceptive and
that the credit could result in a greater revenue inpact
for the state.

2:46: 47 PM

M. Wight stated that the sponsor opposed the anendnent.
He agreed that nmunicipalities will need to take over nore
of its services. He believed the Agrium plant provided the
opportunity for a municipality to increase its tax base and
deliver nore of its own services. He thought that the
anmendnent renoved incentives to increase gas production on
state leases. The state wanted to increase gas usage to
spur gas production on state |eases, which provided royalty
revenue. The anendnent di scouraged the goal

Representative Quttenberg spoke in support of the amendnent

as an appropriate action to take in challenging fiscal
times. He observed t hat t he amendnent did not

House Fi nance Conmmittee 15 04/09/15 1:39 P. M



di sincentivise the purpose of the bill. He thought that the
borough (Kenai Peninsula Borough) should have "buy-in" as
the main beneficiary through increased jobs, economc
devel opnent, increased property tax, etc. The borough was a
maj or player both in inpacts and benefits. He conmmented
that the borough could actually do nore to incentivize the
pl ant reopening than the anendnent offered by waiving nore
property tax or other infrastructure incentives.

Representative W/ son maintained her objection. A roll call
vote was taken on Anendnent 1.

IN FAVOR. Gara, CQuttenberg, Kawasaki
OPPCSED: Gattis, Saddler, WIson, Thonpson, Neuman

The MOTI ON FAI LED (3/5). Amendnent 1 failed

2:50:24 PM

Co- Chair Thonpson MOVED t o ADOPT conceptual Amendnent 2:
Page 3, line 22:

Del ete "2022"
| nsert "2024"

Representati ve Gara OBJECTED.

Co- Chair Thonpson explained that the anmendnent increased
the nunber of tax credit years to 7. In the event that
Agrium was not operable by July 2017, the anmendnent gave
the conpany nore tinme for startup and maintained the full
five years' worth of credits.

Representative Gara understood that the intent of the
amendnent was to ensure Agriumreceived the five full years
of tax credits in case of a late start. He offered a
conceptual anendnent.

Representative Gara MOVED t o AMEND concept ual Amendnent 2:

Add | anguage: "The Conpany nmay not use the tax credit
for nore than its first five years of operations.”

Representative Wl son OBJECTED for discussion.
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Representative (Guttenberg asked for clarification. He
surmsed that the intent was to grant the conpany a tax
credit for the first five full years of operation and not
i nclude a sunset date.

Representative Gara indicated that the original amendnent 2
gave Agrium 7 years of tax credits if the plant started up
i mredi ately. The conceptual anmendnent offered 5 full years
of tax credits for the first five years of operation from
the date the facility opened.

M. Wight indicated that the original bill offered the tax
credit for ten years.

A roll call vote was taken on the anmendnent to conceptual
Amendnent 2.

I N FAVOR: QGuttenberg, Kawasaki, Saddler, Gara
OPPCSED: Gattis, WIson, Edgnon, Thonpson, Neuman

The MOTI ON FAI LED (4/5).

Representative Gara WTHDREW his OBJECTION to conceptual
Amendnent 2.

There bei ng NO OBJECTI ON, conceptual Amendnment 2 passed.

Co-Chair Neuman responded to Representative GQuttenberg's
inquiry regarding the interest in the state for gas-to-
liquids products. He relayed that in 2009 he attended a
nmeeting with Senator Stevens and nenbers of the Defense
Logistics Agency part of the Departnment of Defense that
purchased all of the fuel for the mlitary worldw de. The
agency via its Defense Energy Support Center (DESC
expressed interest in Alaska and in May 10 through 12, 2009
held a worldwide conference on the devel opnent of
alternative fuels and alternative fuel production in
Al aska. He reported that DESC spent a great deal of tine
and noney in an attenpt to start an alternative fuels
program in Alaska, to the point of holding a worldw de
conference. He added that "the state could not get a
pipeline built for one reason or another." He declared that
the CS for HB 100 was "a good bill." He shared that the
sponsor permtted the addition of the gas-to-liquids
product provision. He communicated that he did not want to
hi nder passage of the bill and wanted to revert to the
House Resources Conmittee Substitute version of the bill

House Fi nance Committee 17 04/09/15 1:39 P. M



and would continue to work on gas-to-liquids but not via
t he | egislation.

2:57:38 PM

Co- Chair Thonpson requested that he nake the changes in the
House Rules Committee. Co-Chair Neuman agreed and restated
that he wanted to avoid slowng down passage of the
| egi sl ati on.

Representative Chenault, in regards to coments nade by
Representative (Quttenberg, el aborated that the snal

producer credit for Cook Inlet ended next year. He believed
that the <credits were successful and nore gas was
di scovered which benefitted the state. He cited the
testinmony referring to North Kenai as the "rustbelt." He
asserted that people fromthe comunity he represented were
"proud” and wanted to work. The community was a rustbelt
subsequent to the plant's closure due to lack of natura
gas. He contended that currently his conmmunity [N Kiski]
was "very prosperous” with new businesses opening up due to
exploration tax credits that increased the [Cook Inlet] gas
supply. He nentioned the plan to supply Fairbanks wth

excess Cook Inlet gas [Interior Energy Project]. He
believed that "the outlook in his comunity was fairly
bright" and if the state <continued to help pronote

devel opnent the future would be brighter for Al aska.

Representative WIlson MOVED to REPORT CSHB 100(FIN) out of
conmmttee wth i ndi vi dual reconmendat i ons and t he
acconpanyi ng fiscal note.

Represent ati ve Kawasaki OBJECTED

Representative WIson comented that she was an ardent
supporter of the bill. She referenced the closing of the
Flint HIlls Refinery [North Pole] because of the |ack of
incentives and higher operating costs in the state. She
believed that the community felt the repercussions of the
refinery closure. She supported incentivizing new business.

Representative Kawasaki di scussed his objection. He
referred to the zero fiscal note (FN 1 REV) and surmn sed
that it was deceptive to think that the credit would not
cost the state anything. He stated that if the Agrium plant
opened the state would |ose approximately $20 nmillion to
$30 million dollars over 7 years. He felt that there was a
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fiscal inpact to the bill and that there were other state
priorities |ike school funding and senior benefits that
m ght be subject to budget cuts due to the economc crisis.
He relayed from testinony that Agrium mght nove forward
with the project regardless of the tax credit and commented
that the credit was nost |ikely unnecessary and frivol ous.

3:04:58 PM

Vi ce-Chair Saddler was supportive of the bill. He believed
that the opportunity to the state cane at no cost and was a
net gain for the state and to the community and woul d spur
diversification of the econony and nore Cook Inlet
expl orati on.

Representative Gara opposed the bill. He felt that the bil
was a giveaway of $4 million a year to a conpany that m ght
nove forward on the project without a tax credit and was a
“terrible way to negotiate" in light of a $3.5 billion
budget deficit. He commented that the legislative refrain
was that "everybody had to feel the pain" of budget cuts
but the legislature would cede $4 mllion to big business.
He thought the priorities were wong. He disagreed with the
argunment that the state would gain additional royalties
fromthe |legislation and thought that it was m sl eading. He
opined that if enough attainable gas was available in Cook
Inlet the state was going to gain the royalties anyway
because another entity would purchase the gas. He stated
that no one was going to |eave affordable and recoverable
gas in Cook Inlet. He conveyed that the idea that the state
could not ask the local community that would benefit the
nost through jobs and an expanded tax base was unfounded
He felt that the negotiations around HB 100 had been
| acki ng and wondered why no one had asked the comunity to
contri bute.

Represent ati ve Kawasaki nai ntai ned his objection.
Aroll call vote was taken on the notion.

I N FAVOR: Saddl er, W/Ison, Edgnon, Gattis, Thonpson, Neuman
OPPCSED: CGuttenberg, Kawasaki, Gara

The MOTI ON PASSED (6/3).
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CSHB 100(FIN) was REPORTED out of conmittee with a "do
pass” recomendation and with a previously published zero
fiscal note: FN1 (DOCR).

3:09:13 PM
AT EASE

3:11: 21 PM
RECONVEYEND

Co-Chair Neuman MOVED to ADOPT the proposed conmttee
substitute for HB 81, Wrk Draft 29-LS0346\E, Strasbaugh,
3/ 19/ 15.

There being NO OBJECTION, it was so ordered.

3:12:10 PM
AT EASE

3:12:41 PM
RECONVENED

#hb81
HOUSE BI LL NO. 81

"An Act relating to an exenption from the regulation
of construction contractors."”

REPRESENTATI VE CATHY TILTON, SPONSOR, ©provided a brief
summary of the bill. She explained that HB 81 related to
the licensing of residential contractors. The bill did not
prevent owner-built Al askan housing, selling an owner-built
home, or propose a new licensure. Due to a l|loophole in

current law, the “owner-builder exenption” created a
situation where wunlicensed contractors had engaged in
business while avoiding requirements for I i censing,

bondi ng, and insurance. She reported that the |anguage
change in the new commttee substitute was devel oped
t hrough di scussions between the Honebuilders Association,
i ndi vidual Al askans, and the Departnent of Labor and
Wor kf orce Devel opnment. The bill "reasonably” included all
i ndividuals engaged in honme construction as a regular
course  of busi ness under the existing residential
contracting licensure. She relayed personal experience of
buil ding her own hone and stated that its common practice
for people living in rural areas to construct their own
home. She noted that according to existing statute an
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owner-builder was allowed to sell their hone after two
years.

DANI EL BELLERI VE,  STAFF, REPRESENTATI VE  CATHY TILTON
reviewed the sectional analysis (copy on file) for the
commttee substitute (CS). He read the analysis from a
prepared docunent:

Section 1(Page 1,lines 3-8) - Section 1ladds a new
section stating that the intent of this bill is not to
[imt the freedom and ability of a person to construct
or sell their own hone.

Section 2 (Page 1,lines 9-15) - Section 2 adds a new
subsection directing that the departnent shal
investigate and take action if the notice and
circunstances of a sale wunder AS 08. 18.161(11)
indicate that the owner is operating a business that
requires them to register as a contractor under this
chapter.

Section 3 (Page i ne 1t hrough Page I|ine 11) -
Section 3 acconplishes three things.

1. Page 2, lines 23-25 adds clarification explicitly
stating that AS 08.18.161(9) refers to existing
structures.

2. Page 2, lines 30 and 31 expand the exenption in
AS 08.18.161(11) to include owners acting as their own
contractor, as wel | as hired wor ker s or

subcontractors. Previously this exenption strictly
applied to workers hired on an hourly basis.

3. Page 3, lines 3-7 add a requirenent for an owner-
builder to provide notification if they advertise or
sell their home build under AS 08.18.161(11) before
the two year period in statute.

Section 4 clarifies that for the purposes of this
section, construction begins when the owner begins the
actual construction work or enters into an agreenent
| abor, act as a subcontractor, or provide materials
for the construction.

3:18: 02 PM
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Representative Gattis wanted «clarification about when
construction ended. She wondered whether an owner-buil der
could sell their house if it was not conpleted and the
owner discontinued construction. M. Bellerive replied that
regardl ess of the level of conpleteness if the construction
was ceased then the period of construction was over and the

owner could sell the house. Representative Gattis asked
whether the owner had to fill out a form or notify
governnment in order to sell the wunfinished house. M.

Bel l eri ve responded in the negative.

Representative CQuttenberg referenced the two year period
provision and wanted to know the legal definition of the
period of construction.

M. Bellerive answered that a specific definition for a
period of construction did not exist in statute. He
indicated that the two year period referred to the two year
period after the construction ended. He added that
regardl ess of the level of conpletion the house could be
sold two years after construction had ceased.

Representative Cuttenberg referred to page 3, line 5, the
words, ".on forms provided by the departnment.” He wondered
how t he honme builder found out that a formhad to be filled
out in order to sell the house, especially if the owner was
not using a bank or realtor. He asked how the state was
going to nonitor owner-built house sales by owner

M. Bellerive replied that an owner-builder living in the
house would qualify for exenption 9 and was further
protected from any obligation to submt notice. He cited
page 2, line 23 and read the foll ow ng:

(9) [(10)] a person working on and existing structure
on that person's own property, whether occupied by the
person or not, and a person working on that person's
own existing residence, whether owned by the person or
not ...

M. Bellerive detailed that the definition of a residence
was "an existing hone being a residence previously occupied
as a residence." Regardless of what the subjective view of
a conpleted hone was, if the owner-builder was claimng the
house as a residence exenption 9 applied instead of
exenption 11.
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Representative Quttenberg was still unclear about what the
difference was between exenption 9 and exenption 11. He
read page 3, lines 3 through 5:

.an  owner who advertises the structure under
construction for sale or sells the structure during
the period of construction or within tw years after
the period of construction ends shall file, on forns
provi ded by the departnent...

Co- Chair Thonpson voiced that the bill was not noving out
of conmittee today and he would help provide clarity at a
| at er date.

3:23:40 PM

Representati ve Kawasaki referred to the new | anguage under
exenption 11. He deduced that the |anguage seened to place
the obligation on the person selling the house to obtain
the fornms. He was wuncertain about "the effect" of the
| anguage. M. Bellerive deferred to the departnent.

Representative Gara surnmised that the provision only
applied to an owner-builder and not soneone assisting wth
the construction. He asked for confirmation. Representative
Tilton confirned the statenment was correct.

Representative Gara provided a scenario where soneone build
a cabin and occupied it unfinished for a period of over 10
years then finally conpleted construction and sold it after
two years. He wondered how that was all owed under the bill.

M. Bellerive coomented that in the particular scenario the
only requirenment for the owner would be to notify the
departnment. He reported that the departnent did not have
the authority to prohibit soneone from selling their own
property and enphasized the use of the word notify, since
perm ssion was not required. The notification ensured that
the sale was not viewed as a business transaction.

HB 81 was HEARD and HELD in comrittee for further
consi derati on.

3:27: 08 PM

Co- Chair Thonpson reviewed the agenda for the follow ng
nor ni ng neeti ng.
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#
ADJ OURNIVENT

3:27:45 PM

The neeting was adjourned at 3:27 p.m
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