SENATE FI NANCE COWM TTEE
April 29, 2017
9:02 a.m

9:02: 32 AM

CALL TO ORDER

Co-Chair MacKinnon called the Senate Finance Committee
nmeeting to order at 9:02 a.m

VEMBERS PRESENT

Senat or Anna MacKi nnon, Co-Chair

Senator Cick Bishop, Vice-Chair

Senat or Shel |l ey Hughes

Senator Peter M cciche

Senat or Donny O son

Senat or Nat asha von I nmhof (via tel econference)

VEMBERS ABSENT

Senat or Lyman Hof f man, Co- Chair

ALSO PRESENT

El stun Lauesen, Self, Juneau; Judy Crondahl, Self, Juneau,;
Senat or Cathy G essel; Senator John Coghill; Representative
Tamm e W1 son.

PRESENT VI A TELECONFERENCE

Gail Philips, KEEP Al aska, Anchorage; Andy Bond, Self,
Anchorage; Janmes MMl on, Teansters Local 959, Fairbanks;
Tom Wal sh, Self, Anchorage; Keith Silver, Self, Anchorage;
Car | Por t man, Sel f, Anchor age; Ben Ml ligan, Sel f,
Anchor age; Curtis Thayer, President and CEQO Al aska
Chanber, Anchorage; Kati Capozzi, Self, Anchorage; Cathy
Duxbury, Self, Anchorage; Jim Plaquet, Self, Birch Lake;
M ke Coons, Self, Palmer; Joe Rintala, Teansters Local 959,
Anchor age; Al ex Vaughan, Sel f, Anchor age; WIlliam
W | | enbr unk, Sel f, Anchor age; James  Udel hoven, Sel f,
Kasilof; Kelly Droop, Self, Anchorage; Ben Anglen, Self,
Anchorage; Faith Mrtineau, Self, Eagle River; Bart Myer,
Self, Sitka; Stacey Wayne, Self, Sitka; Marleanna Hall,
Executive Director Resource Devel opnent Council, Anchorage;



Rebecca Logan, General Manager, Al aska Support |Industry
Al liance, Anchorage; Renee Linobge Reeve, Self, Anchorage;
Sandra Udel hoven, Self, Kanik; Jake Jacobson, Self, Kodi ak;
Panrela MIler, Self, Fairbanks; John Sonin, Self, Juneau;
Karla Hart, Self, Juneau; Alicia Siira, Executive Director,
Al aska M ners Associ ation, Anchorage; Jereny Price, Al aska
Di rector, Americans for Prosperity, Anchor age; M ke
Davi dson, Self, Grdwod; Gary MDonald, Self, Anchorage;
St ephen Sorensen, Self, Juneau; M chael Jesperson, Self,
Anchorage; Tim Gallagher, Self, Anchorage; John Shively,
Self, Anchorage; Joan Franz, Self, Fai r banks; Edwar d
Wesl ey, Self, Anchorage; Evelynn Trefon, Self, Newhal en;
Wendy Alward, Self, Anchorage; Frank Kelty, Self, Unal aska;
Maynard Tapp, Sel f, Anchor age; Bonnie Lillie, Sel f,
Anchor age; Caneron Cow es, Self, Anchorage.

SUMVARY

CSHB 111(FIN) (efd fld)
O L & GAS PRODUCTI ON TAX; PAYMENTS; CREDI TS

CSHB 111(FIN)(efd fld) was HEARD and HELD in
committee for further consideration.

#hb111
CS FOR HOUSE BILL NO. 111(FIN)(efd fld)

"An Act relating to the oil and gas production tax,
tax paynents, and credits; relating to interest
applicable to delinquent oil and gas production tax;
relating to carried-forward |ease expenditures based
on losses and |limting those |ease expenditures to an
anount equal to the gross value at the point of
production of oil and gas produced from the |ease or
property where the |ease expenditure was incurred;
relating to information concerning tax credits, |ease
expenditures, and oil and gas taxes; relating to the
di sclosure of that information to the public; relating
to an adjustnent in the gross value at the point of
production; and relating to a |legislative working

group. "
9:04:10 AM

APUBLI C TESTI MONY

9:04:16 AM
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GAIL PHI LIPS, KEEP ALASKA, ANCHORACE (via teleconference),
testified in support of the nost recent version of the
bill. She opposed restructuring of the current oil and gas
tax policy.

9:05: 10 AM

ANDY BOND, SELF, ANCHORAGE (via teleconference), testified
in support of the nobst recent version of the bill, and
opposed the house version of the bill. He felt that Al aska
could not <conpete at the lower cost of oil and gas

production in the | ower 48.

9:07: 03 AM

JAMES MCM LQON, TEAMSTERS LOCAL 959, FAI RBANKS (via
tel econference), testified against legislation that would
negatively inpact the oil and gas production. He stressed
that nore production would result in nore jobs.

9:09:17 AM

TOM WALSH, SELF, ANCHORAGE (via teleconference), shared
that his conpany was suffering from low oil prices. He
spoke agai nst the | egislation.

9:10: 56 AM

KEI TH Sl LVER, SELF, ANCHORAGE (via teleconference),
testified that he wanted the state to have a consistent
fiscal policy.

9:12: 40 AM

CARL PORTMAN, SELF, ANCHORAGE (via teleconference), spoke
against early versions of the bill. He felt that the
commttee substitute had a reasonable conpromise. He felt
that the best way to produce revenue for the state was to
i ncrease oil production.

9:15:17 AM

BEN MJLLI GAN, SELF, ANCHORAGE (via teleconference), spoke
in support of the current commttee substitute of the bill.

9:16: 32 AM
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CURTI S THAYER, PRESI DENT AND CEO, ALASKA CHAMBER, ANCHORAGE
(via teleconference), spoke in support of the commttee
substitute version of the bill.

9:18: 11 AM

KATI CAPQZZI, SELF, ANCHORAGE (via teleconference), spoke
in support of the current version of the bill, but did not
support any change of the policy. She urged the conmttee
to make no further changes to the bill.

9:19: 01 AM

ELSTUN LAUESEN, SELF, JUNEAU, spoke against the current
version of the bill.

9:22:28 AM

JUDY CRONDAHL, SELF, JUNEAU, shared a story about a
| egi sl ator who did not have a hand. She spoke in support of
t he house version of the |egislation.

9:25:24 AM

CATHY DUXBURY, SELF, ANCHORAGE (via teleconference), felt
that the legislature should not continually change the oil
and gas tax structure.

9: 26: 29 AM

JIM PLAQUET, SELF, BIRCH LAKE (via teleconference), spoke
in support of the current version of the bill.

9:27:45 AM

M KE COONS, SELF, PALMER (via teleconference), spoke in
support of the focusing on the votes of the Al askans.

9:30: 13 AM

JOE RI NTALA, TEAMSTERS LOCAL 959, ANCHORAGE (via
t el econference), spoke in support of the current version of
t he | egislation.

9:32: 53 AM
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ALEX VAUGHAN, SELF, ANCHORAGE (via teleconference), spoke
in support of legislation that encouraged oil production
and devel opnent .

9:35:32 AM

WLLI AM W LLENBRUNK, SELF, ANCHORAGE (via teleconference),
spoke in support of the current version of the bill.

9: 36: 55 AM

JAVES UDELHOVEN, SELF, KASILOF (via teleconference), spoke
in support of the nobst recent version of the bill.

9:38: 15 AM

KELLY  DROCP, SELF, ANCHORAGE (via t el econference),
testified in support of the current version of the bill.

9:39: 27 AM

BEN ANGLEN, SELF, ANCHORAGE (via teleconference), spoke
against the original house version of the bill, and in
support of the current version.

9:41: 39 AM

FAI TH MARTI NEAU, SELF, EAGLE RIVER (via teleconference),
spoke in support of the current version of the bill.

9:43: 14 AM

BART MEYER, SELF, SITKA (via teleconference), testified in
support of the house version of the |egislation.

9:45: 30 AM

STACEY WAYNE, SELF, SITKA (via teleconference), spoke in
support of the house version of the bill.

9:48: 53 AM

MARLEANNA HALL, EXECUTIVE DI RECTOR RESOURCE DEVELOPMENT
COUNCI L, ANCHORAGE (via tel econference),

9:51: 04 AM
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REBECCA LOGAN, GENERAL MANACER, ALASKA SUPPORT | NDUSTRY
ALLI ANCE, ANCHORAGE (via teleconference), spoke in support
of the current |egislation.

9:52: 20 AM

RENEE LI MOGE REEVE, SELF, ANCHORAGE (via teleconference)
spoke in support of legislation that supported oil and gas
production and devel opnment.

9:53: 25 AM

SANDRA  UDELHOVEN, SELF, KANIK (via teleconference),
testified in support of the current version of the
| egi sl ation.

9:54: 56 AM

JAKE JACOBSON, SELF, KODI AK (via teleconference), opposed
all oil credits.

9:56: 51 AM

PAMELA M LLER, SELF, FAIRBANKS (via teleconference), spoke
against oil tax credits. She supported the house version of
the bill.

10: 00: 24 AM
AT EASE

10: 01: 26 AM
RECONVENED

10: 01: 32 AM

Co- Chair MacKi nnon announced that there was an attenpt to
determine the revenue that the oil industry had produced
for the state.

10: 02: 25 AM

JOHN SONIN, SELF, JUNEAU (via teleconference), spoke in
support of the house version of the bill.

10: 06: 02 AM
AT EASE
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10: 06: 31 AM
RECONVENED

10: 06: 38 AM

Co-Chair MacKi nnon announced that from 2006 to 2014 the
state paid $7.4 billion in credits, and received $40
billion in revenue.

10: 07: 04 AM

KARLA HART, SELF, JUNEAU (via teleconference), spoke in
support of the house version of the |egislation.

Co- Chai r MacKi nnon announced that there was a limtation on
the time that an uplift could occur. She stated that there
was an expiration on the credit, she remarked that 7 years
mat ched the federal code for deductibility for |osses. M.
Hart felt that a | arge econom ¢ decision should not be nade
in a hasty manner.

Senator Mcciche stressed that <cash <credits were not
sust ai nabl e, and Al aska had the only cash credits in the
wor | d.

10: 12: 28 AM

ALI Cl A Sl I RA, EXECUTI VE DI RECTOR, ALASKA M NERS
ASSCCI ATI ON, ANCHORAGE (via teleconference), testified in
support of the bill.

10: 14: 25 AM

JEREMY PRI CE, ALASKA DI RECTOR, AMERI CANS FOR PROSPERI TY,
ANCHORAGE (via teleconference), spoke in support of
predi ctable tax rates for industry.

10:16: 30 AM

M KE  DAVI DSON, SELF, G RDWOOD (via teleconference),
testified in support of the house version of the bill.

10: 19: 41 AM

GARY MCDONALD, SELF, ANCHORAGE (via teleconference), spoke
in support of the |egislation.
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10: 21: 22 AM

STEPHEN  SORENSEN, SELF, JUNEAU (via teleconference),
wondered whether there was a calculation that would allow
Al askans to understand whether an oil conpany coul d deduct
their costs over a ten-year period, and whether the revenue
to Alaska would be sufficient to pay for the state
servi ces.

Co- Chair MacKi nnon announced that deducting expenses was a
standard business practice. M. Sorenson stated that there
woul d be a cash flow probl em when businesses could deduct
100 percent of their costs over a short period of tinmne.

Co-Chair MacKinnon stated that the |osses were carried
forward at 35 cents on the doll ar.

10: 25: 23 AM

Senator Mcciche remarked that there was a current system
where certain allowable costs could be witten off, and
there was no requirenent that they produce oil to receive
rei nbursenent. He stressed that it was a problem There was
an attenpt to change the structure to only provide a credit
after production. M. Sorenson agreed and continued to make
his point as previously stated.

10: 29: 27 AM

M CHAEL JESPERSON, SELF, ANCHORAGE (via teleconference),
spoke agai nst changing the tax structure.

10: 30: 43 AM

TIM GALLAGHER, SELF, ANCHORAGE (via teleconference),
supported legislation that would encourage a healthy oil
and gas industry.

10: 33: 11 AM

JOHN SHI VELY, SELF, ANCHORAGE (via teleconference), spoke
in support of the senate version of the bill.

10: 35: 48 AM

JOAN FRANZ, SELF, FAIRBANKS (via teleconference), spoke in
support of the house version of the bill.
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10: 37: 20 AM

EDWARD WESLEY, SELF, ANCHORAGE (via teleconference), spoke
in support of the bill.

10: 39:46 AM

EVELYNN TREFON, SELF, NEWHALEN (via tel econference), spoke
agai nst credits to oil conpani es.

10: 41: 05 AM

VEENDY  ALWARD, SELF, ANCHORAGE (via teleconference),
supported the | egislation.

10: 42: 30 AM

FRANK KELTY, SELF, UNALASKA (via teleconference), supported
t he house version of the bill.

10: 45: 03 AM

MAYNARD TAPP, SELF, ANCHORAGE (via teleconference), did not
support adding costs to governnment operations or snal
busi nesses.

Senator M cciche wondered whether M. Tapp supported the
senate or house version of the bill. M. Tapp replied that
he was in support of the revised version of HB 111

10:48: 02 AM

BONNI E  LILLIE, SELF, ANCHORAGE (via teleconference),
testified in support of the bill.

10: 49: 40 AM

CAMERON COWNLES, SELF, ANCHORAGE (via tel econference), spoke
in support of the bill. He echoed the Ms. Lillie's renarks.

Co- Chair MacKi nnon CLOSED public testinony.

Senator Mcciche felt that it mght be difficult for sone
testifiers to understand the issues.
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Vi ce- Chair Bishop thanked the testifiers.

Co- Chair MacKi nnon appreciated the inpact of the public
hearing. She announced that public coments could be
subm tted by email

CSHB 111(FIN) (efd fld) was HEARD and HELD in committee for
further consideration.

#
ADJ QURNVENT
10: 54: 33 AM

The neeting was adjourned at 10:54 a.m
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