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Good morning – thanks for being here on a sunny Saturday.


Since Day One of the Knowles-Ulmer administration, good jobs and a healthy economy have been our Number One priority. To advance that and create a pro-business environment, we have targeted partnering with our leading industry – the oil and gas industry.


A successful partnership depends on two things: the right kind of incentives for industry, and fairness to all Alaskans.


This morning, I want to talk about the cornerstone in our partnership with industry – the Alaska Highway natural gas pipeline. I think many people believe we’re closer than ever to making this a reality.  America’s factories and homes need the natural gas Alaska can supply as the clean-burning, inexpensive and efficient fuel of the 21st century.

We began in 1998 when I submitted to the Legislature the Stranded Gas Development Act, which after legislative amendment, provided incentives only for an Alaska LNG project and allowed for the fiscal certainty to help make that kind of project possible.

That law expired last year, and we have asked the Legislature to reauthorize the Act and again expand it to include a natural gas pipeline.

Over the past two years, we have come a long way, beginning with my way is the highway. Thanks to the great efforts of the Natural Gas Policy Council, the Legislature and Congress, we have state and federal legislation committed to the southern route. That question is over that’s significant progress.

Federal legislation, which meets other Alaska needs and provides incentives for industry, is poised to pass Congress with bipartisan support.

We also introduced legislation – HB423 and SB 296 – that would save project sponsors more than a billion dollars in the form of tax exempt bonding that could be offered through the Alaska Railroad.

Now comes House Bill 519, which would provide a direct, up-front grant of a property tax exemption as an incentive for a gasline project. This grant could cost Alaskans more than $760 million. Our understanding is it’s scheduled for the House floor Monday, just two weeks after introduction.

My bottom line is this: this bill must be reshaped to reflect a two-way partnership that’s fair, reasonable and acceptable to Alaskans.

We have already offered specific changes to this legislation to make incentives right for industry and for Alaskans. We offered those in an April 30th letter to House Rules Chair Pete Kott. 

First, tax exemptions should ensure an early start-up of a gasline project. Our amendment would require a project start-up by the end of this year. If they want tax relief, they owe Alaskans a project.

Second, we should limit the facilities that could be subject to property taxes to only those essential to this project.

Third, we insist any tax holiday be limited to the construction phase of the project. It doesn’t make sense to give a tax break while revenues are flowing from a project that could generate $6 billion a year in gross revenue from what would be America’s largest private construction project.

Fourth, we insist on stronger provisions for Alaska hire, use of Alaska businesses and a project labor agreement. This gas resource belongs to all Alaskans, so all Alaskans deserve to benefit from it.

With these four changes, we believe we have structured the right kind of incentive package for industry. Now, we have to ensure that it’s fair. Today, I want to address how we can make this bill fair to all Alaskans.

As we craft the right kind of incentives for industry, we must ensure that when the good times roll, Alaskans share those benefits.

Many believe America’s energy future is bright for natural gas. When Alaska assumes the risk by foregoing property taxes during project construction, Alaskans deserve to share in that bright future with a payback of deferred taxes. Today, gas prices are around $3.75 per thousand cubic feet in Chicago. Many expect prices to be higher in the next decade and Alaska and its communities should share in those profits.

We already have a provision for this kind of payback contained in the federal legislation we suggested, known as the commodity price floor.  It reduces the federal tax burden when the price of natural gas is low, but requires project sponsors to re-pay the federal government when prices are high.

We believe the same provision should be in place at the state level. What’s good for the feds should be good for the state.

Second, those of you here during the oil pipeline boom know that communities from Fairbanks to Valdez were significantly impacted. The communities likely to be impacted by the gasline deserve assistance.

Right now, there is a provision in HB519 to provide for local communities impact assistance, but no way to pay for it. We’re insisting this be done through a type of payment in lieu of taxes with new lower temporary state property tax, which would be imposed during construction.  

This revenue would then flow into an impact fund that would make available assistance to both state agencies and local governments to address impacts to communities during construction.

These changes to HB519 would make a complete package – one that’s fair to Alaskans and industry – the foundation of a good two way partnership - and one that all Alaskans can get behind in supporting.

With that, I’m happy to answer any questions.
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