HOUSE FI NANCE COVM TTEE
April 2, 2016
2: 03: 45 PM

CALL TO ORDER

Co-Chair Thonpson called the House Finance Conmittee
nmeeting to order at 2:03 p.m

VEMBERS PRESENT

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

Representative Lynn Gattis
Representative David Guttenberg
Representative Cathy Minoz
Representative Lance Pruitt
Representative Tanm e WI son

VEMBERS ABSENT

Representative Scott Kawasaki

ALSO PRESENT

Kevin Durling, Petroleum Equipnent and Services Inc.,
Anchor age; Bryan C enenz, Senior VP Bristol Bay Industrial,
Anchorage (In JNU); Steven Sanuel son, Self, Petersburg (in
Juneau); Louie Flora, Self, Honmer (In JNU); Ray Metcalfe,
Sel f, Anchor age.

PRESENT VI A TELECONFERENCE

JimPlaquet, Self, Fairbanks; Janes McMI|on Teansters

Local 959, Fairbanks; Thomas Fagnani, Self, Anchorage; Pete
St okes, Self, Anchorage; Paul Kendall, self, Anchorage; RC
Crommel |, AK Instrument Co., Anchorage; Scott Hawkins,
Advanced Supply Chain International, Anchorage; WMynard
Tapp, Hawk, Anchorage; Marleanna Hall, Resource Devel opnent
Council, Anchorage; Dave Hansen, Self, Anchorage; Phyllis
Kruger, Self, Anchorage; Carl Portman, Self, Anchor age;
Cathy Duxbury, Self, Anchorage; Getchen Stoddardm Self,
Anchorage; Bob French, Self, Anchorage; M chael Jesperson
Self, Anchorage; M ke Heiring, VOSS, Anchorage; Jeanine St.
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John, Lynden, Anchorage; Kate Blair, Self, Anchorage; Jan
Wentnore, Self, Skagway; Tom Lakosh, self, Anchorage;
Susan Kay, self, Wasilla; WMtthew Joy, self, Anchorage;
Larry Burgess, Sel f, Vasi | | a; Merrick Pierce, Sel f,
Fai r banks; Wl liam Schnei der, Sel f, Anchor age; Eric
Treider, Self, Kenai; Nelma Treider, Self, Kenai.

SUMVARY
HB 247 TAX; CREDI TS; | NTEREST; REFUNDS; O & G

HB 247 was HEARD and HELD in committee for
further consideration.

Co- Chai r Thonmpson discussed the neeting agenda and
mentioned a three mnute limt for each testifier.

2:04:11 PM

#hb247

HOUSE BI LL NO. 247
"An Act relating to confidential information status
and public record status of information in the

possession of the Departnent of Revenue; relating to
interest applicable to delinquent tax; relating to
disclosure of oil and gas production tax credit
information; relating to refunds for the gas storage
facility tax credit, the liquefied natural gas storage
facility tax credit, and the qualified in-state oil
refinery infrastructure expenditures tax credit;
relating to the mninum tax for certain oil and gas
production; relating to the mninum tax calculation
for monthly installnment paynents of estimted tax;
relating to interest on nonthly installnent paynents
of estimted tax; relating to limtations for the
application of tax credits; relating to oil and gas
production tax «credits for certain losses and
expendi t ur es; relating to [imtations for
nontransferable oil and gas production tax credits
based on oil production and the alternative tax credit
for oil and gas exploration; relating to purchase of

tax credit certificates from the oil and gas tax
credit fund; relating to a mninmum for gross value at
t he poi nt of producti on; relating to | ease
expenditures and tax credits for nmunicipal entities;
addi ng a definition for "qualified capit al
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expenditure”; adding a definition for "outstanding

liability to the state"; repealing oil and gas
expl oration I ncentive credits; repeal i ng t he
l[imtation on the application of credits against tax
liability for |ease expenditures incurred before

January 1, 2011; repealing provisions related to the
monthly installment paynents for estinmated tax for oil
and gas produced before January 1, 2014; repealing the

oil and gas production tax credit for qualified
capital expenditures and certain well expenditures;
repeal i ng t he cal cul ati on for certain | ease

expenditures applicable before January 1, 2011; making
conform ng anendnments; and providing for an effective
date."

2:04: 37 PM
AT EASE

2: 05: 25 PM
RECONVENED

2: 05: 30 PM

APUBLI C TESTI MONY

2:05:43 PM

JI' M PLAQUET, SELF, FAIRBANKS (via tel econference), spoke in
opposition of HB 247. He favored a stable tax system
Al aska needed continued throughput in the pipeline. He
believed that SB 21 had helped to keep production
occurring. He advised keeping Alaska conpetitive by
mai ntaining a stable and balanced tax policy. He thanked
the commtt ee.

2: 07: 58 PM

JAVES MCM LON TEAMSTERS LOCAL 959, FAI RBANKS (via
tel econference), testified in opposition of HB 247. He
spoke to the wide variety of industries represented in the
union's nenbership. He listed a nunber of conpanies the
uni on represented. The union understood the fiscal
chal l enges the state faced and the difficult decisions that
woul d have to be made. He reported that the union supported
cuts to the operating budget, the use of the Permanent Fund
(PF) earnings reserves, and new taxes. However, the union
was concerned wth the governor's plan to change the oil
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and gas tax structure. Since the passage of SB 21 [QI| tax

| egi slation passed in 2013] the oil industry had invested
in Alaska projects including CD5 and Shark Tooth putting
hundreds of Al askans to work, nore oil in the pipeline, and
billions of dollars into the econony. He expressed concerns
with increasing oil taxes and discouraging investnent. He
ment i oned Repsol / Arnmst r ong potentially i ncreasi ng

production which was inportant to Alaska's future. He
t hanked the commttee for the opportunity to testify.

2:10: 43 PM

THOVAS FAGNANI, SELF, ANCHORAGE (via tel econference), spoke
in opposition to HB 247. He talked about his previous
sumer enpl oynent on the North Slope. He had recently been
informed that he would not have work in the com ng summer.
He indicated the tax changes would have significant
inplications to oil production. He asked conmttee nenbers
to carefully consider their decisions in the matter, as his
future would be greatly affected.

(2:12:50 PM

PETE STOKES, SELF, ANCHORAGE (via tel econference), spoke in
opposition of HB 247 and changing Al aska's fiscal regine.
He was a petroleum engineer with 35 years of oil and gas
experience. He relayed that oil producers were producing at
a loss with low oil prices. New devel opers were unable to
finance devel opnments because of the wuncertainty of the
state's position on credits and taxes. He noted that the
state was collecting nore revenue at low oil prices than if
Alaska’s Clear and Equitable Share (ACES) was still in
effect. Cook Inlet production had doubled in the previous
five years. He expressed concerns wth driving away
investnments in the state. Increasing taxes, he believed,
would have a simlar effect as it did in 2008. He asked
nmenbers to refrain fromchanging the tax regine.

2:15: 35 PM

PAUL  KENDALL, SELF, ANCHORAGE (via teleconference),
expressed concerns with the process occurring in Juneau. He
had several suggestions on how to solve the state's fisca
woes. He continued to provide feedback unrelated to HB 247.
He thought it was inperative to have a $2 mllion budget.
He commented that anything having to do with oil needed to
be treated like an overlay simlar to an old encycl opedi a.
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He spoke agai nst having the Capital in Juneau. He continued
to provide testinony unrelated to the bill. He thanked the
commttee for its work.

2:19: 48 PM

RC CROMELL, AK | NSTRUVENT CO., ANCHORACE (via
tel econference), opposed HB247. He reported that his
business was drastically affected, as it provided support
to the oil industry. He opined that the state had | earned
to turn to oil tax changes as the cure for its financial
shortsi ght edness. He thought that an additional change in
the tax reginme would have a negative inpact on the state's
fiscal situation. He thought the changes proposed by the
governor in HB 247 would generate instability in the Al aska
oil and gas market. The proposed changes to the tax credit
structure could stifle investnents planned by potential and
exi sting producers. He supposed that an increase of a 5
percent gross tax while not allowing earned or allowable
tax credits could result in a full 5 percent tax increase
for producers that were not in a taxable situation under
current law. A retroactive tax change inposed after the
first quarter would have a negative inpact on the state's
financial reputation. The oil and gas industry was Al aska's
| argest economic nultiplier. H's business and his 4
enpl oyees were part of the equation. He did not think HB
247 was the right solution. He encouraged nenbers to vote
in opposition to the bill as it was witten. He thanked the
conmittee for its tine.

2:22:42 PM

SCOIT  HAVKI NS, Advanced Supply Chain International,
ANCHORAGE (via teleconference), opposed HB 247 in its
current form He thought raising taxes on the |argest and
nost financially inmportant industry at a tinme when it was
| osing substantial anobunts of noney in the state was bad
econonmc policy. He also thought changing the tax code
frequently on the sane industry was also bad economc
policy. He believed the current tax code ratified at the
ball ot box was working. He discussed the investnent that
had occurred since the newest tax regine was put into
place. He reported that his conpany had |ost over 10
percent of its workforce since the oil price downturn. He
anticipated a 30 percent reduction in total revenues for
the current year. He <claimed that the industry nade
responsi ble decisions to operate in a way that would be
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sustainable in the current price environment. He opined
that the operating budget that was passed out of the House
Finance Committee a few weeks prior did not reflect the
same sense of economic reality. He pointed out that raising
taxes was not the right conversation to be having at
present. He realized that the tax credits in the current
tax code attracted attention in Ilight of the budget
deficit. He noted that the credits had an actual return on
investnment in the form of a true financial return to the
state. Curtailing them as the adm nistration proposed was
penny-w se and pound- f ool i sh. There were new  Oi
devel opnents - proven reserves because of the curtail ment.
He concluded that HB 247 needed to be revised to elimnate
the tax hikes or put on the back burner. He requested that
the legislature refrain from increasing taxes. He thanked
conm ttee nmenbers for their attention.

2:26:10 PM

MAYNARD TAPP, HAWK, ANCHORAGE (via teleconference), opposed
HB 247. He was a snmall business owner supporting the oil
i ndustry. He thought additional taxes to the oil industry
woul d not encourage investnent. He believed the only way
the state to address its problens was to stop overspendi ng
and over prom sing. Since 2014, the conpanies his business
worked with had asked him to cut his costs. Due to the
market, his business had cut its cost headcount by 15

percent and his billing revenue was down by 15 percent
totaling a 30 percent loss in overall billing revenues. At
the sanme tine the oil and gas industry had |ost about 250
percent of its revenues with the price changes of oil. He

t hought the state should decrease its headcount by 50 and
reduce wages by 15 percent. He suggested that it would even
the playing field. He offered that instituting a furlough
program m ght be hel pful. The goal should be to encourage
increasing oil production, the |lifeblood of the state.

2:28:47 PM

MARLEANNA HALL, RESOURCE DEVELOPMENT COUNCIL, ANCHORAGE
(via teleconference), spoke in opposition to HB 247. She

reported that the council nenbers were the |I|ifeblood of
Al aska's econony. The ~council believed that the best
approach to expand the econony and generate new revenues
was to produce nore oil, attract nore tourists, harvest

nore fish, and mne nore mnerals. Raising taxes on
conpanies that were reporting record |losses and were in a
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negative cash flow was not sound fiscal policy. She noted
the investnment that resulted from the |legislation from
2013. She <concluded that HB 247 did not encourage
i nvestnment. She thanked the comrittee for the opportunity
to testify.

2:32: 06 PM

DAVE HANSEN, SELF, ANCHORAGE (via tel econference), spoke in
favor of HB 247. He did not believe the state could afford
the oil production tax program He relayed the various
costs of the current tax regine. He thought low oil prices
rather than oil production taxes, were why comnpani es having
financial difficulties. Also, the credit program was not an
effective way to increase oil production. Sonme credit noney

m ght help produce oil, but sone of the noney was used for
conpani es that would never produce oil to bail them out of
bankruptcy. He continued that oil industry jobs were

important but so was the $400 nillion of capital project
j obs which were elimnated from the previous year's budget.
He argued that tax credits only related to oil production
taxes, not royalties and property taxes. There had been tax
syst em changes sone of which were strongly supported by the
oil industry. He respected people fromthe oil industry. He

suggested that carrying the oil industry at the state's
expense was not the state's job when oil prices were |ow
He wondered if Alaskans were willing to give up $1000 of
their dividends to pay for oil tax credits. He inplored the
committee to right-size the oil industry tax credit
program

2:34:46 PM

PHYLLI S KRUGER, SELF, ANCHORAGE (via teleconference), spoke
in opposition to HB 247. She noted all of the benefits that
the oil industry had brought to the state. She spoke in
support of the large producers and the contributions they
made. She thought it was unacceptable to fire the producers
that had been supporting the state for nore than 40 years.
She believed the state needed new revenue and new projects.
She suggested taxing fishernen fromout of state.

2:38:13 PM

CARL PORTMAN, SELF, ANCHORAGE (via t el econference),
expressed his concern with the fiscal situation. He spoke
in opposition of HB 247. He believed that the current the
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tax regine encouraged investnment and production. He
mentioned the industry currently |osing noney based on | ow

oil prices. He encouraged the Ilegislature to continue
maki ng additional cuts. He also suggested using Permanent
Funds earnings to fill the fiscal gap. He recalled Governor

Jay Hammond's vision for the PF included the eventual use
of fund earnings to help pay for essential governnent
services. He did not support HB 247 given low oil prices
| ow throughput in the Trans-Al aska Pipeline System (TAPS)
and the need for new industry investnment. He thought the
conmittee substitute was an inprovenent over the governor's
bill. However, it still represented a tax increase on
industry increasing the cost of doing business in Al aska
during the nost serious downturn in oil prices in decades.
He t hanked the conmittee.

2:41:11 PM

CATHY  DUXBURY, SELF, ANCHORAGE (via teleconference),
opposed HB 247. She believed the state could not tax its
way out of the budget deficit. She opposed changing the
current tax reginme because increasing production was the
key to solving the state's financial woes. She asked what
increasing taxes did for the state's econony. She thought
it would be hurtful. She had taken a pay cut in her
busi ness and wondered if the legislature would also like to
take a pay cut. She wanted to see the state encourage
production. She added that |I|egislators needed to think
about what was actually happening in the private sector and
to private sector enployees. She did not believe that the
| egi sl ature had really cut anything to-date.

2:43: 49 PM

GRETCHEN STODDARDM  SELF, ANCHORAGE (via teleconference)
worked in the petroleum industry and understood that
changes were com ng. She had personally benefited from tax
credits. She opposed HB 247 in its current form She
believed the credits did exactly what they were designed to
do. She encouraged |egislators to do sonething with the tax
credits rather than the tax structure. She hoped that
changes would apply to nore than one industry. She thanked
the conmittee.

2:46: 34 PM
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BOB FRENCH, SELF, ANCHORAGE (via tel econference), supported
HB 247. He asserted that all of the econom sts who had
testified before the legislature agreed that it was not
possi ble to bal ance the budget using cuts alone. There was
a need for new revenue as well. He suggested that one of
the largest cuts that had not been made was to oil tax
credits. He believed it amounted to welfare for the npst
profitable corporations in existence. He added that Al aska
could not afford to keep paying $825 mllion in tax credit
cash paynents while only receiving $54 million in
production taxes. He supported raising the 4 percent
mnimm to all fields to raise new revenue. He suggested
the 4 percent mninmum needed to gradually rise wth higher
oi | prices replacing the flat rate. He thought the
| egi slature had the opportunity to claw back on four nega
projects: Knik Arm Bridge, the Juneau Access Road, The
Susitna Road, and the Anmbler Road. Alaska did not have the
$7.83 billion estimted to conplete these mega projects. He
also recommended that the legislature claw back $263
mllion in unspent allocated funds for the 4 projects he
menti oned. He supported a statew de sal es tax. He suggested
that the tax could be structured progressively by excluding
groceries, nedicine, and clothing. He thought it was
possible to for |ow incone households to receive sales tax
refunds at the end of each year. He thanked the conmttee
for hearing his testinony.

2:49: 25 PM

M CHAEL JESPERSON SELF, ANCHORAGE (via teleconference),
spoke in opposition to HB 247. He thought it was crazy to
change the current tax reginme. He spoke of the 2008
econom ¢ downturn and indicated he lost his job during that
time. He thought the current commttee substitute would
di scourage devel opnent of the oil industry. He thought that
additional cuts needed to be inplenmented. He added that if
the state had to increase taxes they should be inplenented
on a statew de basis such as a sales tax. He al so suggested
increasing the statewide corporate tax rather t han
targeting specific industries.

2:52:49 PM

M KE HEI RI NG VOSS, ANCHORAGE (via tel econference), opposed
HB 247 as witten. He had over 30 years of experience in
the oil and gas industry. He specifically provided
engineering and construction services for Udel hoven
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Olfield System Services, an Al aska based conpany enpl oyi ng
Al aska residence for over 40 years. He spoke of extensive
research being done by Alaska Ol and Gas Association
(AOGA) and other organizations projecting the inpacts to
future investnent in the oil and gas industry in the state
of Al aska. Mre recently he had had direct conversations

with current and future oil and gas conpanies that had
indicated that the passage of HB 247 would discourage
additional investnent. He opined that the attenpt by

Governor Wal ker to raise taxes and repeal credits when the
oil and gas conpanies were struggling to remain profitable
woul d dramatically affect the State of Alaska in the short
and long term He requested that nenbers carefully
reconsi der the legislation before the commttee. He thanked
the conmittee nmenbers for their tine.

2:54: 58 PM

JEANINE ST. JOHN, LYNDEN, ANCHORAGE (via teleconference)

opposed HB 247. She expressed her concerns about her job
and her husband's job as well as her son's job. She
supported broad-based taxes. She relayed her persona
experience. She urged nenbers to consider the future when
contenplating the current |egislation before the commttee.
She thanked nenbers for their service.

2:58:14 PM

RAY METCALFE, SELF, ANCHORAGE, supported HB 247. He rel ayed
his work on the North Slope. He indicated that he had sat
as the commttee chair of House Finance in 1982. At the
time the legislature was considering a giant tax break for
the oil conpanies. He recalled listening to the testinony
of M. Wiitehouse, the chairman of Standard Ol of Onhio
(SOH O . Standard QI of Oiio was 52 percent owned by
British Petroleum (BP) and the face of BP in Al aska. M

Whi t ehouse had told the committee that the conmpany was
suffering from poverty stricken oil problens because of the
expense of the pipeline. The legislature gave the oi

conpanies a giant tax break at that time. Shortly after the
tax break he was in Washington D.C. and was told about the
wi ndfall profits tax and docunents that had been subpoenaed
from SOH O He tracked down some of the docunments including
a lengthy letter to the SOH O board. It was the sanme person
that had testified to the legislature that the conpany was
suffering from poverty. The letter explained that there was
so much noney comng out of the North Slope that they did
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not know what to do with it all. He fast forwarded to SB
21. He relayed that he had been the one to initiate a
canpaign against the legislation. He continued that the
nessage given by the oil conpanies was that there were
greener pastures in North Dakota and other places. He
asserted that those places were shutting down whereas they
were still producing in Alaska. He opined that the oil
industry was still around Al aska because the conpanies were
maki ng noney. He suggested that Al aska had less to show for
its 18 billion barrels than any country in the world that
had ever produced that many. He spoke to the exanple of
Nor way.

3:01: 29 PM

KATE BLAIR, SELF, ANCHORAGE (via teleconference), spoke in
support of HB 247. She relayed her personal experience and
currently worked in the oil industry. She had seen the oi

industry having to meke sone tough decisions including
having to inplement |ayoffs. She stated that for nore than

40 years the oil industry had provided 85 percent of the
state's revenue. She relayed several benefits provided by
the oil industry to the state. She believed that the
credits to the oil conpanies were not subsidies. She

supported the use of the PF earnings and having a broad-
based tax. However, she could not support going back to one
single industry year after year. She requested that the
commttee listen to the will of the people who voted to
keep SB 21 in place less than 2 years prior. She wanted
conpanies to spend their investnent dollars in Alaska, hire
Al askans, and to provide a future for her famly. She
t hanked the comm ttee.

3:05:12 PM

JAN WRENTMORE, SELF, SKAGWMAY (via teleconference), spoke in
favor of HB 247. She thought the tax credit reginme mght
have been a good strategy in the past but, at present the
state could sinmply not afford it. She supported calling
back the noney for the nega projects and favored a
statew de i ncome tax. She thanked the comm ttee.

3: 05: 56 PM

TOM LAKOSH, SELF, ANCHORAGE (via teleconference), spoke in
favor of the original bill. He felt that the state could
not afford to subsidize the oil industry. He thought it was
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unconstitutional for the state to pay for others to take
the state's natural resources. He referred to Article 8,
Section 2 and Section 16. He was not opposed to the idea of
subsidizing production but it had to be viewed in the
context of a corporate inconme tax and royalties. He
advocat ed suspending production well before having to pay
for people to take Alaska's oil. He advocated for a fair
and just conpensation for Alaska's oil. He felt that the
oi |l conpani es should denonstrate their need for tax breaks.
He thanked the comm ttee.

3:09:46 PM

SUSAN KAY, SELF, WASILLA (via teleconference), spoke in
support of Kkeeping the tax structure but changing the
direction of the credits. She felt that the credits were
unfair and the noney should be shared with non-profits.

3:13: 33 PM

MATTHEW  JOY, SELF, ANCHORAGE (via teleconference),
supported the legislation. He felt that it was fair for the
state to receive a percentage of revenue from resource
extraction. He thought that if it was not econonmical to
extract a resource, then it would be better to keep the
resource until prices increased. He nentioned hearing
concerns about jobs. He thought it was inportant to be
aware that many of the jobs created by the state were
filled by people who |ived outside of Al aska. He thought it
was unfair to the citizens of Alaska not to tax those
people that worked in the state but |ived el sewhere. They
shoul d pay an incone tax.

3:16: 24 PM

LARRY BURGESS, SELF, WASILLA (via tel econference), spoke in
opposition of HB 247. He believed that the prom ses the
state nmade should be kept. He believed there was a new rul e
in place that 90 percent of the jobs had to be filled via
local hire for any state funded project. He noted that when
tax credits were involved, there should be a return on
investnment to the state. He thanked the conmttee.

3:18: 21 PM

MERRI CK PI ERCE, SELF, FAIRBANKS (via teleconference), spoke
in favor of HB 247. If the state did not continually give
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away its resources it could be simlar to Norway. Norway
had about 20 times the wealth of Alaska. Al aska was not
doing nearly as well because the state was giving away its
resources as it did under the Economic Limt Factor (ELF)
system the Petroleum Production Tax (PPT) system or under
SB 21. He noted that when the bill was in House Resources
the nost fundanental reforns were scrapped such as the
requi renent that Alaska charge conpound interest on past
due taxes. The provision wuld not nake a difference in
whet her a conpany chose to invest in Al aska. However, the
provision incentivized conpanies not to pay their taxes
with a 4 percent sinple interest penalty. He continued to
di scuss various rates of return. He opined that SB 21
guaranteed that taxes would not be paid. The issue canme up
25 years prior when Hugh Ml one fought to establish the
conpound interest penalty on past due taxes. He never
t hought the state would return to sinple interest
penalties. He continued that the actions by House Resources
were inexcusable in the prior week where key provisions
were stripped from the bill. He noted that Representative
Hawker was allowed to debate and argue against the
| egislation even though he had a conflict of interest. He
spoke of Representative WIson serving on the borough
assenbly. He nentioned the illegal bribes that were taken
in past vyears. He concluded that wunder the current
unconstitutional tax regime, if unchanged and the price and
t hroughput stayed the sanme, about $70 billion worth of oil
woul d be taken from Al aska over the followng 10 years. He
t hanked nenbers for their tinme.

3:21: 35 PM

WLLI AM SCHNEI DER, SELF, ANCHORAGE (via teleconference),
opposed HB 247. He thought the state needed to raise
revenue through an incone tax program and by using the
earnings from the PF. He thought basic services needed to
continue being provided. He opined that the state needed to
pay its owm way in order to support a quality of life in
Al aska. He encouraged nenbers to get the job done in the
current |egislative session. He thanked the commttee.

3:22:19 PM

KEVI N  DURLI NG, PETROLEUM EQUI PMENT AND SERVICES | NC. ,
ANCHORACGE, testified in opposition of HB 247. He also was a
past president for the Al aska Support Industry Alliance.
The Alliance and its nenbers were the front line of the
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i ndustry. He suggested that when oil prices were low his
conpany was the first to go. He spoke of his conpany
cutting benefits, salaries, and laying off Al askan workers.
H s conpany had nade adjustnments knowing it was necessary
to weather the storm He anticipated his conpany would ranp
up again when commopdity prices changed because of
trenmendous resources that still existed. However, his
conpany could not ranp up if the state continued with the
instability that would prevent investnent from returning.
He felt that HB 247 was being used as a tool to fill the
budget gap with no regard for the long term effects.
Incentives lead to investnments while increased taxes did
not. Consequences would result with changes in the current
tax system He posed a question about the market reaction
if HB 257 made the probl em worse.

3:25:16 PM

BRYAN CLEMENZ, SENI OR VP BRI STOL BAY | NDUSTRI AL, ANCHORAGE
(I'N JNU), spoke in opposition of HB 247. He spoke about his
conpany which touched all markets in Alaska and beyond wth
a nunber of business activities related to the oi
industry. He nentioned that Bristol Bay Industrial was a
subsidy of Bristol Bay Native Association. He continued to
relay the services his conpany provided to the oi
industry. He noted that the current tax policy worked. He
stated that the change |eopardized the conpany's baseline
business and further investnent. Near term prospects were
wi th devel opers and operators who had invested based on the
current tax policy. New operators in the Cook Inlet area
and Mddle Earth were included. He enphasized that the
change proposed in HB 247 jeopardi zed the success of future
devel opment and the viability of the conpany's baseline
busi ness. Stability in the tax structure was vital. He
asked nmenbers to reject HB 247

3:29:08 PM

STEVEN SAMUELSON, SELF, PETERSBURG (I N JUNEAU), spoke in
support of HB 247. He believed that Al aska needed to pay
its own way. He thought it should start on a local |evel
He tal ked about generating new revenue aside from oil. He
spoke of the benefits of the oil industry. He nentioned the
benefits of the Permanent Fund program and opined that the
Per manent Fund Dividend (PFD) was a bonus check. He noted
that in Petersburg had a city sales tax. He supported a
sal es tax. He hoped for a better future.
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3:32: 50 PM

LOU E FLORA, SELF, HOMER (IN JNU), spoke in favor of HB 247
but did not support the commttee substitute generated in
House Resources - CSHB 247 (RES). He read from the poem
"The Red Wheel Barrel” by Dr. Wlliam Carlos WIIlians. Like
the red wheel barrel the issue of oil tax credit reform was
sinple and conplex at the same tinme. So much depended upon
the legislature passing oil tax credit reform as part of a
sustainable fiscal plan. It was critical to fix the $800
mllion problem |If the tax system was left in place and
the state ended up paying nore for oil tax credits than the
state received in oil revenues, Alaskan residents would be
payi ng conpani es and corporations their PFD s. A reasonabl e
gi ve-and-take was essential for industry. He opined that
Al aska's econony could not withstand an $800 million in tax
credit paynents each year. So nmuch depended on a vibrant
econony in Alaska and a healthy oil industry. He suggested
nmeeting in the mddle and coming up wth a plan. He
continued that Alaska could not afford the current fisca
regime. Al aska needed to act in the comng spring. Part of
the action needed to include a reasonable nodification of
the oil tax credit system He thanked commttee nenbers for
their bravery and hard worKk.

3:35: 38 PM

ERI C TREIDER, SELF, KENAlI (via teleconference), spoke in
favor of HB 247. He believed there should be a base tax of
5 percent on oil produced from all wells. He thought the
rate should grow as oil prices increased to 10 percent at
$80 per barrel and 25 percent at $125 per barrel. He added
that the system of tax credits needed to be replaced by a
| oan program unless producers wanted to give the state an
equity interest in the wells it was helping them drill.
Presently, the state was taking nearly all of the risk and

receiving very little in return. He reported that
historically the Ilegislature had done a poor job of
managi ng the state's oil income. Norway had produced about

twice as much oil as Alaska had, yet its sovereign wealth
fund contained 20 tines nore than Al aska's PF. He spoke of
prom ses made for a 'yes' vote on Proposition 1 [SB 21]. He
suggested ending corporate welfare and adopting an oil tax
law befitting a proud owner state such as Walter Hickel's
Al aska.
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3:37:39 PM

NELMA TREI DER, SELF, KENAI (via teleconference), spoke in
favor of HB 247. She thought it was a sad day when
education, senior benefits, and other services were cut
while the state payed oil tax credits. She did not
understand the |egislature's approach and asked nenbers to
expl ain thensel ves. She thanked the comm ttee.

3:39:40 PM

Co- Chair Thonmpson CLOSED public testinony.

HB 247 was HEARD and HELD in commttee for further
consi derati on.

Co- Chair Thonpson revi ewed the agenda for the day.

#
ADJ QURNVENT

3:40: 14 PM

The neeting was adjourned at 3:40 p. m
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