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HOUSE BI LL NO 247

"An Act relating to confidential information status and public

record status of information in the possession of the Departnment
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 mininmumtax for certain
oil and gas production; relating to the mninmm tax cal culation
for nmonthly installnent paynments of estimated tax; relating to
interest on nonthly installnment paynents of estimated tax;
relating to limtations for the application of tax credits;
relating to oil and gas production tax credits for certain
| osses and expendi t ur es; relating to limtations 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
fromthe oil and gas tax credit fund; relating to a mninmum for
gross value at the point of production; relating to |ease
expenditures and tax credits for nunicipal entities; adding a

definition for "qualified capital expendi ture"; adding a
definition for "outstanding liability to the state"; repealing
oil and gas exploration incentive credits; repealing the

[imtation on the application of credits against tax liability

HOUSE RES COW TTEE -1- March 9, 2016



for lease expenditures incurred before January 1, 2011,
repealing provisions related to the nonthly install ment paynents
for estimated 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;
repealing the calculation for <certain |ease expenditures
applicabl e before January 1, 2011; nmeking conform ng anmendnents;
and providing for an effective date.”

- HEARD & HELD
PREVI QUS COW TTEE ACTI ON
Bl LL: HB 247

SHORT TITLE: TAX; CREDI TS; | NTEREST; REFUNDS; O & G
SPONSOR(s): RULES BY REQUEST OF THE GOVERNCR
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THOVAS RYAN, Managi ng Director
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New York City, New York
POSI TI ON STATEMENT: During the hearing on HB 247, provided a
Power Poi nt presentation, "Al aska State Legislature: HB 247."
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1: 29: 51 PM

CO- CHAIR BENJAM N NAGEAK called the House Resources Standing
Commttee neeting to order at 1:29 p.m Representatives O son
Seat on, Josephson, Herron, Talerico, and Nageak were present at
the call to order. Representati ves Johnson and Tarr arrived as
the neeting was in progress.

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

1: 30: 34 PM

CO CHAI R NAGEAK announced that the only order of business is
HOUSE BILL 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
t ax credit, and t he qual i fied in-state oi | refinery
infrastructure expenditures tax credit; relating to the m ninmm
tax for certain oil and gas production; relating to the m ninmm
tax calculation for nonthly installnment paynents of estinmated
tax; relating to interest on nonthly installnent paynents of
estimated tax; relating to limtations for the application of
tax credits; relating to oil and gas production tax credits for

certain losses and expenditures; relating to |limtations 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
fromthe oil and gas tax credit fund; relating to a mninmum for
gross value at the point of production; relating to |ease
expenditures and tax credits for municipal entities; adding a
definition for "qualified capital expendi ture"; adding a
definition for "outstanding liability to the state"; repealing
oil and gas exploration incentive credits; repealing the
l[imtation on the application of credits against tax liability
for lease expenditures incurred before January 1, 2011,
repealing provisions related to the nonthly install ment paynents
for estimated 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;
repealing the calculation for certain |ease expenditures
appl i cabl e before January 1, 2011; nmaking conform ng anendnents;
and providing for an effective date.”
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1: 31: 09 PM

THOVAS RYAN, Managing Director, Structured Solutions Goup, |ING
Bank, provided a PowerPoint presentation entitled, "Al aska State
Legi sl ature: HB 247." He noted that ING is a Dutch domciled
commercial bank and recounted that at a fall [2015] hearing he
di scussed the tax credit financing done by ING and the tax
credit program in general. He explained that slides 3 and 4,
"Overview of Alaska State Tax Credit Program and "Lender
Feedback on Tax Credit Program as Currently Structured,"”
respectively reiterate sone of that discussion. Rat her than
revisiting those slides, he said he wll address what could
change should HB 247 be passed as currently drafted.

REPRESENTATI VE SEATON requested that M. Ryan review INGs fall
[ 2015] testinobny because not every committee nenber was present
for that hearing.

1: 33: 33 PM

MR. RYAN turned to slide 4, "Lender Feedback on Tax Credit
Program as Currently Structured,” and addressed what ING |ikes
about the program Key about the program he said, is that the
tax credits are assignable. If ING lends to sonebody on the
basis of tax credits earned, those credits are assignable to I NG
and I NG can take a security interest in them which is extrenely
positive. The ability to nonetize the tax credits is extrenely
hel pful . He explained that when lending to an exploration or
devel opnent conpany that has earned tax credits, it is uncertain
that the conmpany wll ever actually be able to nonetize those
credits and that uncertainty would nmake it pretty nuch
i npossible to lend against them However, the credits being
exchangeable for cash from the state nmkes them financeabl e,
which is a key positive of the program Also very helpful is
that the Departnment of Revenue (DOR) will, once the credits are
assigned, pay the noney to ING directly, which avoids the risk
of the noney getting waylaid. Anot her positive is that
historically any changes to the program have been prospective,
not retroactive. It is very inportant to ING that the program
not change in the mddle of transactions; that changes in the
law are not retroactive such that ING finds itself in a very
different position from when it entered into the transactions
from a |egal perspective. O confort to ING is that the State
of Alaska's credit risk is extrenely good, it is a very highly
rated state. Further, ING |ikes that the program supports all
devel opers equally so that sone of the smaller developers are
significantly helped by the program The actual qualification
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of credits thenselves, what expenses do and do not qualify, is
fairly well codified and there are clear nmlestones in terns of
what is to be delivered and what has to be done to actually
qualify for the credits. That is inportant to |ING because when
| endi ng against credits ING wants to make sure that nothing can
come up after the fact that could jeopardize the actual ability
for the exploration and devel opnment conpany to qualify for them

1: 36: 31 PM

MR. RYAN, regarding the neutral elenents of Al aska's credit
program stated that a key piece of the program for ING is the

appropriations issue. Hi storically there was an open-ended
appropriation and the wllingness of the state to fund the
program was always fairly clear. Last year, ING started to get
concerned about where the noney will conme fromto actually fund
the program going forward. Anot her neutral elenment is that the
credits are tradeabl e. While cash refund is ideal, if that is
not available the <credits are tradeable. Having to find
sonebody to buy the credits is not sonmething that | NG would care
to do if it could not get a cash refund for them however, if

that had to be done, it would be possible.

MR. RYAN addressed where the credit program could be inproved.
Key for ING is the appropriation risk. Every year having to
wait to see whether there is an appropriation nade to fund the
program the followng year is something that can be very
Wor ri sone. The governor's veto risk is also sonething that
causes a lot of concern. Anot her concern is a bankruptcy risk
issue in federal bankruptcy |law, wherein if a borrower files for
bankruptcy before actually filing its tax returns, uncertainty
exists as to whether the assignnent of those credits in the
previous year wll be respected by the bankruptcy courts. A
hope of ING is that this point could be clarified so that the
risk is taken off the table. A related point is delay in the
lien perfection.

1:39:33 PM

REPRESENTATI VE SEATON recalled M. Ryan saying the certificates
are tradeabl e. He inquired whether M. Ryan neant they are
tradeabl e anong financers instead of just anong oil conpani es.

MR. RYAN replied he nmeant tradeable anobngst taxpayers. If an

entity never actually has taxable incone and [cannot] use the
credits itself and the credits are not exchangeable for cash,
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there is the opportunity to trade those credits and sell themto
anot her taxpayer that could use themagainst its tax liability.

1:40: 14 PM

MR. RYAN [addressed slide 6, "Tax Credit Anmendnent."] He noted
that at the fall [2015] presentation |ING acknow edged the world
has changed significantly given what has happened with conmmodity
prices and given the size of Alaska's programas it has evol ved.
Therefore, ING recognizes the program is unsustainable in its
current form and wel comes nodifications to it. As a |ender ING
is reasonably agnostic as to the size of credits and only asks
that the payouts on those credits be predictable and that any
changes be prospective. From I NG s perspective, an inprovenent
woul d be solving the appropriations issue and that any changes
be prospective and add sonme clarity to the program Reiterating
that ING is agnostic as to the actual size of the credits, he
qualified that it would be bad for ING if the credits were so
small that its borrowers went out of business or could not
conplete their projects. But, he added, for operation of the
program itself, ING is |looking for nore predictability in
appropriations and functioning of the program

MR. RYAN expl ained slide 7, "Key Ri sk Factors and Consi derations

- Lender Perspective,” is a list of risk issues that a bank |ike
I NG worries about, what the |ender considerations are, and what
HB 247 actually does to nake that risk worse or better. |If the
bill makes a risk worse or neutral, the slide offers potential

solutions for how it could be changed to make it function better
for ING Regarding the risk issue of borrower liquidity, he
said a lender's consideration is that a borrower requires
sufficient liquidity to continue to finance exploration and
extraction activities over the mediumterm The tax credits are
a significant source of liquidity for a lot of these borrowers.
The proposal in HB 247 would cap tax credit refunds at $25

mllion per vyear. This is problematic to ING froma liquidity
perspective. Because drilling in Alaska is incredibly expensive
and unpredictable, a cap of $25 million per year would put these

borrowers under extrene liquidity pressure. A fix to that would
be that if there is a bankruptcy event, or these entities go out
of business or are acquired, the lender be able to continue to
earn/receive the $25 mllion going forward. This cones down to
the functioning of the programso that it would be assignable to
the | ender, would give the Iender senior claim and if there is
a bankruptcy then that claim would be respected and the | ender
woul d continue to earn the credits as they are paid over tine;
the credit paynment does not stop if the borrower goes bankrupt.
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1: 44: 25 PM

MR. RYAN, continuing on slide 7, pointed out that the tax credit
qualification risk is a key issue for ING He said ING needs to
be able to rely on the fact that once the credit is earned it
will become the property of the borrower and in turn can be
assigned to ING |f a performance conponent happens after the
fact, it is obviously a concern for |ING because if the conpany
does not conmply or ING cannot conply on the borrower's behalf,
then there is a danger that the conpany's credits are no |onger
avai l able. The addition of the enploynent requirenment in HB 247
concerns I NG because what if the borrower does not conply with
that? Wuld the credits then go away, would they cease to be
refundabl e, and then how would that affect |NG? It would be
hel pful to ING and the easiest, to not have that requirenent.
But, if it is inportant that this stays in, then ING would | ook
for a way that it could satisfy it sonehow on behalf of the
borrower or that ING can satisfy it in a quantifiable way such
that INGis able to continue to claimthe credit refund.

MR. RYAN, continuing on slide 7, said the lien perfection risk
is where the lender worries about the bankruptcy of a borrower
before the lender actually has a perfected claim Last fall,
ING requested that if there is legislation that it sonmehow
strengthen that analysis and reduce that risk for the |[|ender.
However, |NG does not see anything in HB 247 that would change
that position. Therefore, ING would ask that a change be nmade
that would sonmehow inprove the legal position or at |east
strengthen the security interest in the case of a bankruptcy.

1:46: 50 PM

REPRESENTATI VE SEATON understood M. Ryan to not be opposing the
cap, but that ING would like to be able to own the credit
certificate and then get it reinbursed at that cap anmount in
future years. He further understood that M. Ryan is wanting
the state to protect ING from federal bankruptcy |aw by saying
sonething like the state's general fund will be liable even if

the federal bankruptcy takes some of the credit obligation and
absorbs it to other creditors.

MR. RYAN confirmed this is what he is asking. Bankruptcy risk

happens in one of two ways, he said. One is that there is a
bankruptcy before the tax returns are filed and therefore there
is actually an assignable tax credit. The second is what

happens during the earn-out period because the cap on the refund
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woul d make the term |onger over which the payout occurs; |ING
would ask for sone clarity as to what would happen in that
instance. So, if there was a bankruptcy, then what woul d happen
to those unclained or unrefunded credits? Wuld they continue
to becone the property of the assignee and would the refunds
continue to be paid long after the conpany is gone?

REPRESENTATI VE SEATON asked whether that would be |ike a double
paynment . For exanple, if the bankruptcy court assigned that to
anot her creditor, the state is supposed to then obligate further
noney fromthe general fund to pay the tax credits.

MR. RYAN replied he does not know that he is being that specific
as to how it would be solved and he is not sure that he has a
specific solution in mnd. But that would be one solution - if
credits that the state had already agreed to and assigned to ING
were reassigned to sonebody in a bankruptcy, the state would pay
tw ce. However, he added, he has not spent a lot of time wth
bankruptcy attorneys and |egislators and does not know if there
is another way to fix it legally such that that situation could
not arise, so he is not saying that that is the only answer.

1: 50: 01 PM

REPRESENTATI VE JOSEPHSON posed a scenario of a vendor of a
product in the Cook Inlet who uses secured transactions under
the Uniform Comrercial Code (UCC) to get a security risk and a
lien of sone sort. He asked whether M. Ryan is saying that |NG
shoul d al ways get in the queue before that creditor.

MR. RYAN qualified he isn't sure he understands the question,
but thinks he is saying yes. If ING is |ending against these
tax credits and they are assigned to ING and ING has a UCC
filing/claim on those credits, then that seniority should be
respected in the case of the unsecured creditors. He asked if
that is Representative Josephson's question.

REPRESENTATI VE JOSEPHSON replied yes, and then inquired whether
M. Ryan is asking for sone statutory presunption of seniority,
of which the state may not be able to afford to I NG anyway under
federal |aw. He said he is unsure what M. Ryan is asking for
that the state coul d guarantee.

MR. RYAN responded that as he wunderstands it, and as INGs
experience has been, nost tinmes the bankruptcy court is very
fact circunstance specific. He allowed he does not believe
there is an easy state legislated fix for this. Last fall, ING
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requested that any legislation proposing to change the credit
program nmake it clear that the state's intention is that the

assignee of tax «credits should rank senior to all those
creditors in the case of a bankruptcy that occurs prior to the
actual filing of the tax return. This would inprove ING s

position in the bankruptcy and that woul d be hel pful.
1:53:18 PM

REPRESENTATI VE JOSEPHSON, in regard to borrower liquidity on
slide 7, recalled M. Ryan's statenent that ING is agnostic on
the tax credit refund cap of $25 mllion, although M. Ryan said
it increases the risk of bankruptcy before all credits are paid
out. Representative Josephson posited that a conservative-paced
exploration and devel opment project that wasn't absorbing lots
of credits suddenly would be a sign of nore predictability and
stability. As an exanple he posed a scenario in which the tax
credit systemis uncapped like it is today and soneone qualifies
for $100 mllion all of a sudden. He inquired whether there is
sone risk associated with that approach, because he would
surmse there is less risk wth someone who has a nore
conservative approach to exploration and devel opnent by having a
nore cautious practice of borrowi ng since the conmpany nust match
35 or 45 cents with what the state is paying.

MR. RYAN posed an exanple of a project that qualifies for $100

mllion in credits in the first tw years. Under the existing
system of no cap, the conpany would get the $100 mllion in
say, 9-12 nonths after the date of filing its tax return. He

expl ained that when ING finances a conpany it is a short-term
transaction, so the interest rates are very, very |ow because
| NG expects to get the noney back fairly quickly. As a result,

the advance rates are higher. The borrower therefore pays |ess
interest and gets nore of that noney quicker to pay its bills,
stay liquid, and stay in business. If the borrower was capped

to $25 mllion [a year] in the anpbunt of credit refunds and
received that amount over a period of four to five years, it
would then be a longer term loan for ING and so the interest
rates would be higher and the advance rates would be | ower
agai nst the sane anount of credits, meaning the conpany would

get |ess cash. There is also the risk of what will happen to
those credits if the conpany gets into trouble in the short
term If there is uncertainty around that, then ING may not be

willing to lend against the full anount, maybe ING would only
| end against the first two years of the credits.
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REPRESENTATI VE  JOSEPHSON t hanked M. Ryan and said the
af orenenti oned hel ps to explain the context.

1:56: 42 PM

REPRESENTATI VE HERRON brought attention to the tax credit
qualification risk on slide 7. He said Alaska hire is near and
dear to legislators for many reasons and inquired why ING is
asking for a solution when the lay of the land is known.

MR. RYAN replied he is absolutely synpathetic to the situation

from his perspective, hiring in A aska should not really matter
as far as INGs wllingness to lend against the credits.
However, if it is a future obligation to hire Al askans, then
what happens if the conpany doesn't conply and no |onger
qualifies for the right to get a refund of the credits? In that
case ING will have |oaned noney against the refund of a credit
that then does not naterialize and I NG would rmake a significant
loss on that loan sinply because the conpany didn't conply with
its requirenents to hire a certain nunber of Al askans in a given
peri od. | deal ly, what he is asking for, is whether there is a
way that if that should happen that he can actually performthat
responsibility on the conpany's behalf in order for the conpany
to continue to qualify for the refund of the credits.

REPRESENTATI VE HERRON said he believes it is INGs best interest
that a conpany maintains Al aska hire. Therefore it would seem
somewhat odd for a policymaker to say the state is going to
protect | NG when actually the conpany shoul d be protecting | NG

MR. RYAN noted there are different kinds of financing that these
conpani es can get. He explained that if he took an "operation
proj ect success risk"™ on a conpany, then he would not be a
secured bank |ender charging 5-7 percent interest on his |oan.
Rat her, he would be an equity investor or sonme kind of mezzanine
investor earning 17-18 percent return on his noney. This is
purely about trying to keep the cost of funding for these
conpanies as |low as possible. He is the cheap funding here, the
guy who cones in on a secured basis and doesn't take a lot of
project risk. If he were to take a lot of project risk, which
woul d nean that if the conpany isn't successful and doesn't hire
the people and he is going to lose his noney, then he would
expect a nuch higher return on his investnent. So, while what
Representative Herron is saying is perfectly valid for sonebody
who is taking equity risk on a project, that would not be the
case for himbecause his is a different type of credit.
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2:00:49 PM

MR. RYAN resunmed his discussion of slide 7, turning to the key
risk factor of intercreditor risk. Reiterating that there are
different sources of capital for these projects, he noted that
wth the credits at today's levels and the refund program in
pl ace now, the tax credit conponent and therefore the cheap bank
financi ng conponent of the capital structure of these borrowers

is a lot larger. This nmeans the borrower needs less of the
really expensive noney and less of the equity investors in a
proj ect . If the mx is swtched so that it is nore risky
capital, and less credits and bank financing that nonetizes
those credits, then the bargaining power of the banks would be
reduced significantly. This would nean that banks have mnuch
| ess control over how the | oans are structured and the terns and
operations of the borrower. That would increase ING s funding

costs and nmake ING s fundi ng nore expensive for the borrower.

MR. RYAN noved to slide 8, "How has 247 effected risks - Lender
Perspective," and discussed appropriation risk. He pointed out
that the annual appropriation process has beconme a little nore
unpredictable and is causing ING sone concern. A solution to
the short-term appropriation issue is proposed in HB 247 in that
it would contain a large appropriation to cover all credits that
had been earned up to the point of the change of |aw. However,
while that is hel pful because it would cover credits up to July
1, it would increase the appropriation risk on the backend
because there would now be |onger term earn-outs and there would
be no certainty that the appropriation and the funds would be
there to pay those credits over a |longer period of tine into the
future. Therefore, ING would suggest either a legislative or
permanent funding fix such that if there was a cap for the
credits of $25 million a year over several years that sonething
be put in place that would essentially renove that annual
appropriation risk.

MR. RYAN, regarding the construction/project operating risk,
explained that the [current] credit program creates certainty

for the lender that there will be cash to pay back the loan it
has nade, that |ING does not necessarily take success risk on the
proj ect . The proposed annual cap on the credit refund would

push that repaynment nuch further into the future, so it would
increase the risk that if there is a significant event in the
future or the project does not get conpleted, I NG would be faced
with the issue of getting its noney back in the future.

2: 05: 14 PM
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REPRESENTATI VE SEATON interpreted M. Ryan to be saying that the
credits give the opportunity for soneone to get a lot nore
reasonably priced capital wi t hout bringing in partners.
However, he posited, it would seem that bringing in partners
wi th good bal ance sheets would create less risk for |ING because
there are nore parties that have stronger bal ance sheets than if
it is just a single small conpany relying on financing by the
credits. Therefore, he continued, he is trying to figure out
t he bal ance between risk, the level of credits, and the amount
that is needed. He recalled M. Ryan saying that |NG does not
m nd the cap because that is not INGs portion of the problem
rather, it is the payout later. He postulated that the nore the
credits, the greater the risk to ING because it would be
smal | er conpanies just working off this loan capital instead of
havi ng a bal ance sheet that supports the project risk.

MR. RYAN agreed, but pointed out that what ING |ikes about
Al aska's program is that it allows ING to bank sone of these
smal | er conpani es. He understood that one of the objectives of
the credit program in general is to encourage these snaller
expl orati on conpani es. The larger oil and gas exploration and
devel opnent conpani es have significant bal ance sheets of their
own and so do not particularly need INGs funding. Many of them
have tax liabilities for which they can actually use the tax
credits and therefore do not need to finance them One of the
i mpacts of the proposed changes, he predicted, will be to put
sone of these smaller conpanies out of business, they will not
be doing the projects that they currently plan to do, which, he
al  oned, neans | ess business for ING too.

REPRESENTATI VE SEATON renmarked that he is trying to bal ance the
risk situation, the anmount of return here, and also the creation
of bigger risk by having smaller conpanies not taking on other
partners to have a stronger balance sheet to wundergo these
projects, and then asking for bankruptcy protection.

MR. RYAN concurred that reducing the credits would force the
smal ler exploration conpanies to partner wth conpanies wth
| arger bal ance sheets, or, if they could, to find |arger sources
of equity funding, as opposed to being able to finance
t hensel ves on a stand-al one basis by nonetizing credits.

2: 08: 56 PM

MR. RYAN continued his review of slide 8, stating that the
interest rate risk is a fairly neutral risk. He explained that
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it is a purely operational issue with the loans in that draws
happen periodically and the draws are at the interest rate

prevailing at the tine. The interest rates are set for the
period of loan, which is the period fromthe date of the draw to
the date that the credit refunds are paid out. To the extent

the terms would be stretched out by the proposed cap, the
interest rate exposure would be increased because the borrower
would be dealing with interest rates over a |onger period of
tine. This is not particularly a material issue in HB 247, he
allowed, as it is easy to hedge that risk, but there is a slight
cost associated with it.

MR. RYAN addressed the change in law risk, noting that it is
particularly inportant to ING that any |aws be prospective

rather than retroactive. He offered his appreciation to the
governor and the legislature for being careful to nake sure any
changes to the program are prospective. Regardi ng potenti al

fixes, he said he does not think anything needs to be done
there, but it would be nice if the effective date was pushed
back a bit farther in 2016 to provide nore tinme from when the
legislation is finalized so that INGs deals can be restructured
i f necessary.

MR. RYAN stated that the rest of the slides in his presentation
cover |ING s background, the conpanies, what ING is active in,
and ING s position in the oil and gas exploration field. He
added that because of the uncertainty around the changes in the
program |ING has not closed any new deals since fourth quarter
2015 and currently ING s advances against 2016 are on hold
pending sone clarity as to what the changes to the program are.
The sooner these proposed changes can be clarified, he said, the
better for everybody. In response to Representative Tarr, he
confirmed that in regard to INGs advances for 2016 he neans
cal endar year 2016.

2:11: 58 PM

REPRESENTATI VE SEATON understood M. Ryan to have said that the
size of the loans or credits is not the issue as nuch as is the
predictability of the repaynents.

MR. RYAN responded yes and no. He said yes, ING is agnostic
predictability is key, but stretching the credits over too |ong
of a period, or making them too small, increases other risks
The other risks include the success of the project, the
viability of the borrower, and potential bankruptcy issues
should the borrower file for bankruptcy before ING gets all its
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noney back. In an ideal world banks like their noney to come
back quickly and predictably; therefore anything that stretches
out the repaynent period is an issue for |ING

REPRESENTATI VE SEATON surm sed | NG would probably be happier if
the credit percentage was smaller because that would represent
|l ess portion of the project itself, but that ING wants very
predi ctabl e repaynent terns.

MR. RYAN answered that snaller does not nmean it is |less risky.
He said ING generally looks to the inportability of its claimto
get the refunds and | ooks to the creditworthiness of the State
of Alaska. The larger the credits the nore that |ING can advance
and that is better for ING because for the sanme anmobunt of effort
it can do larger deals. Smaller credits nean I NG would be doing

smal ler deals and earning |Iess. The creditworthiness of the
State of Alaska would not have changed, but ING would now be
doing a smaller deal. Also, the viability of INGs borrowers

and the bargaining would now be dimnished because they would
have less credits, and the bargaining power of +the equity
investors would go way up because they would be putting in much
nore of the noney. So, while ING is kind of agnostic in regard
to the size of the credits, at a certain point in tine the
credits becone too snall, which would jeopardize both ING s
business and the viability of its borrowers, and then for ING it
woul d becone detrinmental to the program

2:15: 13 PM

REPRESENTATI VE SEATON understood M. Ryan to be saying that |ING
is not having to do nuch due diligence on the project because
ING is relying on the enforceability of the claim and the
bal ance sheet of the State of Al aska, not that of the project
sponsor, as to whether ING is going to nake the | oan. Whet her
the project has problens, other than sonebody going bankrupt
before the credits are issued, would not be INGs worry.

MR. RYAN replied he is saying the opposite. If he is worried
about getting his noney back, it would be for one of two
reasons: the State of Al aska does not pay out or defaults, or
appropri ations. G ven the state's creditworthiness, not paying
out or defaulting is less of a concern than is appropriations

He stressed that he cares very nmuch about his underlying
conpani es. Bankruptcy is one thing, but he likes his borrowers
to stay in business, to be viable, to be liquid, and to be
successful . If everything goes to plan - the conpany doesn't
file for bankruptcy and stays in business and INGs security
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interest is perfected - then what ING really has at the end of
the day is State of Al aska risk. He said he does not think he
ever said that he does not look at the viability or care about
the viability of the project; it is the opposite.

REPRESENTATI VE SEATON clarified he didn't nmean that M. Ryan did
not care at all, but that INGs issues and ING s security were
really with the State of Al aska.

2:17:32 PM

REPRESENTATI VE TARR noted that the issue of the annual refund
cap has cone up in other conversations. She said it sounds |ike
M. Ryan is saying he does not have a specific nunber. However,
she continued, [a nunber] mght be interesting from a | ending
perspective because the state's division of taxation provided a
graph showing that without the cap the state could be getting
into hundreds of mllions of dollars per year in the early years
of devel opnment versus having a cap of $25 nillion. From a
| ender's perspective it seens that M. Ryan mght have sone
insight into the area in between those nunbers if he is saying
that increasing the annual cap mght be a possible solution.
Regarding the statenment on slide 7, "for smaller explorers and
devel opers,"” she noted that the conmttee tal ks about explorers,
devel opnent, and then operators. She asked whether M. Ryan is
saying that the developers are also the operators or is talKking
about the stage of devel opnent for projects prior to them being
i n operations.

2:18: 48 PM

MR. RYAN opined that Representative Tarr was asking two
guestions, and he thought the first question was whether he had
a nunmber in mnd between the $25 nillion and the 100 percent
ref und. He asked whether she was asking him to suggest a
nunber, or just a general question of how he feels about
sormet hing in between the two.

REPRESENTATI VE TARR clarified that HB 247 proposes a cap of $25
mllion and that the commttee saw graphs depicting the state's
spending in the range of $300-$700 mllion. She inquired
whether M. Ryan has anything to offer from a lender's
perspective as far as a nunber in between.

MR. RYAN responded that it is a balancing act. First, ING would

like to see the program be sustainable and be a program that
everybody is supportive of in the current oil and gas price
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environnment. Second, | NG recognizes that the program has gotten
very, very big and the annual payouts are extrenely |arge;
therefore NG woul d be happy to see a reduction in the anpunt of

payout s. Also, in some ways the caps would be good for |NG
because it would nean the noney is outstanding |onger and | NG
would be earning nore interest. But reducing and extending

would not be good for ING if it is so nmuch that it actually
j eopardi zes the project. \Wiere is the right nunber? That is a
very difficult question to answer and he does not have an
answer, but certainly sonewhere in between is the ideal answer
but he cannot say whether it is halfway in between the two.
Additionally, it nay be different dependi ng upon the project.

2:21: 13 PM

REPRESENTATI VE TARR reiterated her second question regarding
"smal | er explorers and devel opers.”

MR. RYAN answered that INGs interest is in conpanies before
they are actually paying tax. The exploration and devel opnent
phase are when a conpany is spending the noney and not earning
any revenue. Once in production a conpany is actually earning
revenue, in theory is paying taxes, and can use the tax credits
t hensel ves. It is at that point that these facilities are no
| onger of interest; it is the tw phases prior to actually
generating revenue.

REPRESENTATI VE TARR, in regard to suggesting a different anount
for a tax cap, asked whether M. Ryan could see using a
per cent age of overall project cost.

MR. RYAN replied that that would be a good sol ution because that
would allow it to be tailored to the actual size of the spend
that the conpanies are making and therefore their need for
liquidity. So, a percentage of the actual credits would be a
better solution than a dollar nunber.

2:22:56 PM

REPRESENTATI VE SEATON observed slide 10, "A Leader in Al aska
State Tax Credit Financings," states that [ING has financed
Caracol Petroleum LLC, a North Slope exploration project, at
$30 mllion, and Cornucopia Ol and Gas Conpany, LLC, a Cook
Inl et exploration project, at $150 mllion. He asked whet her
| NG has financed any ot her conpani es.
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MR. RYAN responded that ING has only closed those two. Thr ee
other deals were in the pipeline that are now on hold pending
sonme clarity on the changes to the program Simlarly, the
borrowers thenselves are a bit concerned because their capital
spend and planning for the future are also on hold pending the
proposed changes to the program

2:24: 05 PM

REPRESENTATI VE SEATON noted that Al aska's statutes provide for
an anount that is appropriated for paying credits, dependent on
the price of oil, at either 10 percent of the production tax
paid or 15 percent of the production tax paid in Al aska. He
inquired whether that statutory limt is sonething that |ING
recognizes or is sonething ING has ignored because all the
credits submtted a few years ago were paid.

MR. RYAN replied that if he understands the question, the issue
has not been material for |ING because all credits that were
issued were paid out and there was a sort of open-ended
appropriation historically. The statutory limt has not been in
effect historically.

2:25:16 PM

REPRESENTATI VE SEATON concurred that it has not been utilized

but said high production tax values were conming to the state so
it was not nmuch of an issue. Under the tax credit program he
expl ained, there is sonme assurance that there wll be sone
because it is in statute that that amount will be appropriated.
He asked whether that seenms to M. Ryan to be an appropriate
mechani smto ensure that there will be noney for paying those.

MR. RYAN replied that as a nechanismto solve the appropriations
risk issue, it would seemto himto be a way to fix it if it was
set at the right |evel commensurate with the expected payout.
2:26:59 PM

The conmmittee took a brief at-ease.

2:27: 47 PM

LARRY PERSILY, G| and Gas Assistant to Mayor M ke Navarre,
Kenai Peninsula Borough, provided a PowerPoint presentation
entitled, "D FFERENT WAYS TO LOCOK AT TAX CREDITS." He said he
will nostly talk about Cook Inlet and Kenai Peninsula oil and
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gas exploration developnment tax credits. Responding to
Representati ve Josephson, he said he is speaking for the myor
and the Kenai Peninsula Borough. He added that he is a forner
deputy conm ssioner at the Departnent of Revenue and a forner
federal official on the Al aska gasline, but his testinony today
is on behalf of the Kenai Peninsula Borough.

MR. PERSILY brought attention to slide 2, "Return on state
investnment," and pointed out that when |ooking at what to do
with tax credits there is no production tax on oil in Cook
Inlet, and there has not been since the 1980s. For natural gas
the production tax is hardwired at the mininal rate of about 2.5

percent of today's gas prices to the wutilities. There is
royalty, property tax, and corporate inconme tax on C
corporations as opposed to other business entities. However,

when | ooking at the payback to the state over the years, wth
di scount inflation and opportunity cost of what could have been
done with the noney elsewhere, there realistically is not a
positive return on the investnent to the state general fund.
That does not nmake it wong, he said, it is just something that
peopl e should be aware of as the legislature westles with tough
deci si ons. Certainly, return to the general fund is not the
only way to | ook at what the state gets for those tax credits.

2:30:32 PM

MR. PERSILY turned to slide 3, "Local benefits count,” and said
the local benefits are substantial. Over the last 10 years the
assessed value of oil and gas property in the Kenai Peninsula
Borough has nore than doubled, reaching nore than $1.4 billion
in 2016. Much of the past year's increase cones from Furie
Operating Al aska, LLC, ("Furie") developing the Kitchen Lights
Unit offshore, and Bl ueCrest Ener gy, I nc., ("BlueCrest")
devel oping the Cosnopolitan Unit on a pad onshore. The assessed
value of those two entities in 2016 approaches $300 mllion.

These two conpanies are the borough's top property taxpayers.
O the top 20 taxpayers in the borough a few years ago, 17 were
oil and gas related. The three non-oil and gas taxpayers were
Fred Meyer, Wal Mart, and NACS. I ncone is up, the unenpl oynent
rate is down, and sales tax is back to where it was before
taking a dive a few years ago. The borough and the conmunities
are capturing economc benefits fromthat activity through sales
tax, property tax, and new homes. However, the state, wi thout a
state sales tax or state incone tax, has no way to capture any
benefit from the economic activity that is spurred by new oil
and gas devel opnent. The state is relegated to production tax
royalty, corporate income tax, and such. The borough knows t hat
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an upward trajectory is not going to continue; for exanple,
Apache Corporation left the Cook Inlet despite know ng there was
oil and having its federal permt.

MR. PERSILY addressed slide 4, "Mre oil, nore gas," noting that
[oi] production in Cook Inlet has doubled since 2010]. Average
oil production in 2015 was 18,000 barrels a day, the best in a
decade, with nearly 20,000 barrels a day in April 2015. Natural
gas production is ahead [of 2013 nunbers]. ENSTAR Natural Gas
Conmpany ("ENSTAR') has signed a contract with Hlcorp Energy
Conpany ("Hilcorp") to neet nobst of ENSTAR s gas needs through
2023. Furie signed a contract with Honer Electric Association

Inc., that starts in April. There is potential for nore gas in
Cook Inlet, but the problemis that no one is going to |ook for
gas unless there is a market for it, regardless of tax credits.

2:33: 37 PM

MR. PERSILY drew attention to slide 5, "It's been nore than just
credits,” and |ooked at what has created, added to, and
incentivized the resurrection of Cook Inlet oil and gas. First,
he said, was that with higher oil prices it paid to explore
because good noney could be made selling the oil. Second, state
tax credits hel ped because credits reduced the capital risk to
the explorers and provided financing. Third, several years ago
t he Regul atory Conmi ssion of Al aska (RCA) changed how it | ooked
at gas supply contracts for Southcentral Alaska utilities and
that reassured producers they could get a fair return on their
i nvest ment . Fourth, the Cook Inlet Natural Gas Storage Al aska
(CINGSA) facility created a year-round market for the gas for
the first tinme. Fifth, there is a market for the gas as |long as

ConocoPhillips Al aska, Inc. ("ConocoPhillips") can continue to
export liquefied natural gas (LNG during the summer when gas is
surplus to local needs. The U.S. Departnent of Energy has
gr ant ed ConocoPhi |l |'i ps export authority, but whet her
ConocoPhillips or any other producer in Southcentral Al aska
liquefies and sends gas overseas is going to depend on the
mar ket . Currently the spot market prices in Asia for LNG are
under $5 per thousand cubic feet (Mf) of gas. In its filings
with federal regulators, ConocoPhillips shows it was receiving

$7-$8 in 2015 and $15-$16 in 2014. He advised that |ow prices
in Asia are going to neke it harder to export LNG from
Sout hcentral Al aska, and those exports have been inportant in
creating and enabling that year-round market.

2:35:46 PM
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MR. PERSILY presented slide 6, "Wy credits worked," and said

credits worked for a lot of reasons. For exanple, there were
explorers that did not have deep pockets and did not have easy
access to investnment capital. Ol prices were high, investors

were looking to earn an interest rate higher than 1-3 percent,
and opportunities were good in Southcentral Al aska. There was
sonmeone who needed noney and sonmeone who was |ooking to |end
noney to get a higher rate of return, so it was a marriage nade
in Wall Street and it worked for everyone. Because the State of
Alaska was rich with high oil prices it could afford to take
that risk, shoulder sonme of the burden, to hopefully lead to
nore oil and gas production, gas in particular for the |ocal
mar ket . It was an era of relatively risk-free payback on the
part of the state. It was not |like the state said it was only
going to loan to prospects that it judged to be in the state's
best interest or see a conpany's reservoir data to decide if it
was worth putting noney into. It was a "check the box" - the
conpany spends the noney, turns in the application, and if all
goes well the investor gets the check. That reduced the risk to
the investor, worked out well, and there was public support in
recent years for tax credits to bring new entrants into Al aska
because as a maturing oil and gas province Al aska needed nore
noney and new pl ayers.

2:37: 46 PM

MR. PERSILY showed slide 7, "Looking ahead,” and pointed out
that regardless of credits, producers nust have a narket. Even
if the exploration is funded, if the producer has no place to
sell that gas the producer is not going to ook for gas. QI is
alittle different because a producer can send as nuch oil as it

has to [Tesoro's Kenai Refinery]. BlueCrest's plan for the
Cosnopolitan Unit is to start producing oil this year, get it to
the Tesoro refinery, and hold off on gas production until it has

contracts and a market for the gas. Cook Inlet's history shows
that |large customers are needed - the fertilizer plant and the

liquefaction and export termnal in the 1960s and 1970s
justified the investnent. Looki ng ahead, the issue for Cook
Infet is finding that demand growh to justify |large-scale
producti on. For exanple, the state has now selected its

preferred participant in the LNG trucking project from Cook
Inlet to Fairbanks. About 8 mllion cubic feet a day is being
| ooked at, which is about 4 percent of Cook Inlet production.
This is great for Fairbanks if it works, and certainly it could
work for the producer's contractor, but that volunme is not
enough to justify soneone going out and spending a |ot of nopney
to devel op a huge resource, or even a |large resource.
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2:39:58 PM

MR. PERSILY displayed slide 8, "Wat industry/investors need,"”
and noted that certainty [of payback] is what an investor needs.
As was discussed by ING right now the refundable tax credits
are essentially short-term one-year |loans. There certainly are
investors that would be interested in |onger-term paybacks. For
exanple, a pension fund may take a 10-year payback because that
fits into its investnent portfolio and earns nore interest.
Going in, the pension fund just needs to know the certainty of
whether this will be a 1-year, 10-year, or 5-year payback. Even
with a | onger payback, he advised, investors will still be found
to buy those refundable credits. Those investors want to see
that Alaska is tax stable, which gets to the point of the
state's budget deficit and fiscal crisis or non-crisis.
I nvestors are |ooking at Al aska and starting to get nervous as
to whether the state will fund this. So, in addition to dealing
with tax credits and finding sone solutions that the state can
afford going ahead, the fiscal problens nust also be dealt wth
so that investors, be they oil and gas conpanies or the people
who | oan them noney, feel confident that they are not going to
go through this every year.

MR. PERSILY turned to slide 9, "The elusive best answer," and
said he does not have proposed anendnents for the perfect

answer. But, he continued, he thinks the elusive best answer is
the sane that all committee nenbers are looking for - to not
hurt a devel opnent investnment that is underway. Reduci ng

credits, changing credits, and anending credits may nean that
soneone who mght have cone here before mght not cone
ot herwi se, so nenbers don't want to discourage future investnent
any nore than they have to by the fact that the State of Al aska
is not as rich as it used to be and is cutting services and
reduci ng fundi ng. But, as nenbers try to nake those deci sions,
clearly it pays to look at the benefits to the state econony and
| ocal benefits, not just the gain to the general fund, and then
bal ance the benefits against all the other public needs that
menbers are having to make tough choices on every day on the
fiscal year 2017 budget and those budgets further ahead.

2:43: 07 PM
REPRESENTATI VE HERRON requested M. Persily to provide exanples
regarding the statenent on slide 8: "Phase-in of any changes

should reflect lead tinme for nultiyear investnent spending
bef ore production.”
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MR. PERSILY replied that BlueCrest, for exanple, plans to start
oil production this year, but is going to keep drilling wells,
addi ng storage tanks, expanding to get up to full production,
and |looking at gas. Wile he is not speaking for BlueCrest or
proposi ng specific changes, he said he thinks the legislature
woul d want to be careful that any changes made do not jeopardize
a devel opnent that is mdway through construction, because that

is nmore painful than for a project not yet off the ground. | f
sonmeone has not spent any noney yet and changes are nmade, there
is no harm done other than the tine that was spent on it. But

when soneone has sunk a |ot of noney, has a business plan that
is based on getting to X barrels a day, and is at a percentage
of that because nore needs to be spent to finish the buil dout,
the state nust consider that out of fairness and because
production will actually be seen fromthem

2:44: 47 PM

REPRESENTATI VE SEATON noted that the legislature's consultant,
enal ytica, provided information showi ng that $5-$%7 per Mf has
been an adequate price to develop even the npbst expensive gas
projects around the world. G ven the new contracts extending to
2023 and ending at $8.19, he requested M. Persily's opinion as
to whether price support of those contracts basically should
take care of making those econonmical and profitable for gas for
the Cook Inlet, Southcentral, and the Fairbanks region.

MR. PERSILY responded he is not privy to the capital costs and
operations expenses of the conpanies. However, Hilcorp has
signed a nmulti-year contract with ENSTAR w thout any assurances
that in years 2017-2020 it is going to be getting back any tax
credits, so Hlcorp nust feel confortable enough 1in the
economics to sign a deal through 2023 based on what it knows
today. If credits were elimnated, the question is whether that
would show up in a lower return to the producer or higher gas
prices to custonmers. His guess is that it mght be a little bit
of both, but is probably conpany specific. As required by RCA
regul ation, the 2010 gas storage |egislation nmandated that any
tax credit benefit to the gas storage ([facility] nust flow
through to the custonmers and RCA nust watch over that. It is a
little different here because there is no guarantee that the
credits flow through to the custonmers. The initial concern with
Cook Inlet was to just get gas and worry about the price later

It may be very difficult to put in statute that every dollar of
credit show up at a dollar reduction in the bill. Any change in
the credits would change the econom cs for sponsors, but he does
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not know how nuch of it, if any, would flow through to customners
in future contracts.

2:48:20 PM

REPRESENTATI VE OLSON asked whether M. Persily knows of any
other jurisdictions that have changed their tax regine six tines
in ten or eleven years.

MR. PERSILY answered he is unaware of any that have changed it
as much, however he is also unaware of any that have had as
robust of a tax credit program as Al aska. British Colunbia
gives sone credits for road building if a conpany is devel oping
oil and gas fields and Al berta had sone royalty relief for cost
recovery. But he is unaware of any other jurisdiction in the
free world that changes as nmuch. On the other hand, he said, he
is unaware of another that has as varied and multi-layered a
system of tax credits as Alaska. So, Al aska has sort of dug its
own hole on this one, although a well-nmeaning hol e.

2:49:51 PM

REPRESENTATI VE TARR observed the bullet on slide 8 that states,
"I nvestor needs to know the 1-year loan will not be stretched
into a 10-year payback." She recalled M. Persily stating an
investor would not mnd that as long as the investor knew that
was going to happen. She requested M. Persily to conment on

the idea that $25 nillion is too small of a cap. She posed a
scenario in which the cap is anended to be larger and is paid
over a certain nunber of years, and asked whether sonething |ike
that is what M. Persily is suggesting.

MR. PERSILY replied he is tal king about what the investor wants
to know going in. Pension funds are different than day traders.
A pension fund m ght |l ook for longer-term investnents.
| nvestors just want to know when it pays off. As long as it is
stated upfront, there wll still be investors, as opposed to
saying payoff will be in one year and then changing it to five
years.

2:51:47 PM

REPRESENTATI VE JOSEPHSON, regarding slide 9, recalled M.
Persily saying that one of the benefits is that the state wll
get production. He offered his understanding that the state has
spent over $7 billion on credits. He said if a citizen were to
ask himwhat the state has gotten fromthat, he would be able to
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answer that. Rel ative to the Cook Inlet renaissance, there is
absol ute provable correlation and causation that the first made
t he second. However, as to the North Slope, he does not know
what he would say. Noting he has data saying that everyone
agrees [the pipeline] is going to be down to 350,000 barrels in
about 6-7 years, he requested M. Persily to coment on the
nmerits of what the state is doing on the North Sl ope.

MR. PERSILY concurred it is easier to |look at the Cook Inlet and
say credits have been a significant part of the growth in oil

production, and also gas production. Certainly in the North
Slope there is not gas production in the sense of going to
homeowner s. The difference is that nost of the refundable tax

credits, cash out of the treasury, have gone to Cook Inlet;
whereas the North Slope has received a nuch snaller portion of
refundable tax credits, given its structure of three major
producers. Mich of the tax credits in the North Sl ope have gone
against tax liability. I f the question is how rmuch nore oil is
in the pipe today that mght not have been there had there not
been credits, he said he thinks nmaybe sone but he couldn't point
out which barrels. That is the dilemma in Cook Inlet and the
North Sl ope, he continued. Yes, there has been increased oil
and gas investnent and spending in Alaska and that is good for
| ocal property taxes, for those Al askans who have a sal es tax,

and for businesses. It is tough to argue that |ong-term net
present value adjusted for inflation is a profit to the genera
fund, but it is good for the state econony. That is the

conundrum because a lot of constituents want to know it is a
profit to the general fund.

2:55: 06 PM

REPRESENTATI VE JOSEPHSON referred to the last words on slide 9,
"Alaska is oil and gas dependent.” He said his viewon this is
that that dependency has paid huge dividends for decades and now
it does not. He recalled M. Arnstrong [of Arnstrong Ol & Gas
Inc.] who testified that [legislators] need to concede that
Alaska is a petro state. He surmsed this dependency is
sonething Al aska needs to shake |oose from and that a neans
needs to be found to break away fromthat.

MR. PERSILY responded, "No doubt.”" Even with an incone tax and
use of permanent fund earnings, he said, Alaska will still be an
oil and gas state. What is being learned is that Al aska cannot
be as dependent on oil and gas as it has in the past, there just
is not enough noney there. He related that Norway's sovereign
wealth fund is $800 billion, which is nuch bigger than Al aska's
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per manent fund. If Alaska had not paid dividends and had j ust

built up its savings account |ike Norway did, Al aska's permanent
fund on a per capita basis would be about equal to Norway, which
has about 5 mnmllion residents. That is not to attack the

dividends, it is that Al aska can no longer live off of [oil] and
is going to have to make sone tough choices while acknow edgi ng
that oil and gas will always be the nunber one industry, but the
revenue stream needs to be diversified because [o0il] cannot
carry the state, and throwing tax credits into it is not going
to change that.

2:57:35 PM

REPRESENTATI VE SEATON recounted that one of the presentations to
the commttee about tax credits |ooked at a hypothetical big
field of about 120,000 barrels a day, which there may be on the
North Sl ope. The problem [with such a field] is that over the
next six years the state would have to put in $3 billion as tax
credits under the current bill, and over tine maybe nake sone of
t hat back. Plus, there would be other projects in addition to
this hypothetical field requiring $3 billion. He asked whet her
M. Persily thinks such draws on the state budget would be
sust ai nable or would force Al aska to go through another oil and
gas tax rewite

MR. PERSILY quipped that he is turning 65 this year and the | ast
thing he wants to live through is another oil and gas tax
rewite. But, he said, it raises a good point as legislators
| ook at what to do with oil and gas tax credits, the floor with
the mninum and the other issues in HB 247. As pointed out by
Representative O son, Alaska's tax provisions have been changed
frequently. Legislators want to cone up with the right answer
given he does not think nmenbers want to do sonething that neans
in two years there will be special sessions on oil and gas taxes
all over again. Just like with the fiscal plan, legislators
need to cone up with a plan that sets up future earnings and
reasonabl e spending so there is not a budget crisis every year.
There needs to be that perfect answer on oil and gas taxes that
is stable for at |east a decade, given nothing lasts forever.
Even though it my be wanted and needed to bring nore oil and
gas investnment into Alaska, the state is not in great shape to
write those checks. So, maybe spreading refundable credits out
over tinme cushions it because not all of them would be witten
at $35 oil, and maybe there are other things.

3:00: 55 PM
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REPRESENTATI VE TARR recounted industry stating sonmething that is
transitional over the next year or two and then sonething that
could be stable for eight to ten years after that. She inquired
whether M. Persily thinks sonmething |ike that would put Al aska
nmore in line with other jurisdictions.

MR. PERSILY replied that it would be cause for celebration if
industry and policymakers could cone up wth sonething that
everyone grunbled about but could live with for 8-10 years. | t
woul d be inpossible to cone up with sonething that would | ast
for 50 years. For exanple, Alberta just went through a royalty
review and does that on a fairly regul ar basis.

REPRESENTATI VE TARR, in |ooking at what other jurisdictions do,
such as British Colunbia helping with road building and
infrastructure, asked whether M. Persily sees any of those
opportunities as being advantageous for Al aska. It is
frequently heard that it is much nore expensive to do business
in Alaska, so she is trying to think if there are things outside
of just refundable tax credits that could be of interest.

MR. PERSILY answered that the state has tal ked about helping to
build roads, "roads to resources" being an exanple, but that has
its own problens. Since dollars are so precious right now it
needs to be ensured that sonmething will be gotten back fromit.
He pointed out that British Colunbia has sone road building
credits but it is different there because roads can actually be
built to the fields, whereas in Al aska that cannot be done. He
related that British Colunbia recently held a nonthly oil and
gas land lease sale and for the first time in years there were
absolutely no bids. The market is just that bad and sonetines
trying with credits, incentives, or attractive acreage just does
not wor k.

[ HB 247 was hel d over.]
3:05:22 PM
ADJ OURNMENT

There being no further business before the commttee, the House
Resources Standing Commttee neeting was adjourned at 3:05 p. m

HOUSE RES COW TTEE -27- March 9, 2016



