HOUSE FI NANCE COWM TTEE
March 20, 2001

1:47 P.M
TAPE HFC 01 - 56, Side A
TAPE HFC 01 - 56, Side B
TAPE HFC 01 - 57, Side A
TAPE HFC 01 - 57, Side B

CALL TO ORDER

Co-Chair WIllianms called the House Finance Commttee neeting
to order at 1:47 P.M

VEMBERS PRESENT

Representative El don Miul der, Co-Chair
Representative Bill WIlIlianms, Co-Chair
Representati ve Con Bunde, Vice-Chair
Representative Eric Croft

Represent ati ve John Davi es
Representative Carl Mses
Representative Ri chard Foster
Representative John Harris
Representative Bill Hudson

Represent ati ve Ken Lancaster
Representative Ji m Wit aker

VEMBERS ABSENT

None
ALSO PRESENT

Pat Pourchot, Comm ssioner, Departnment of Natural Resources;
Nico Bus, Admnistrative Services Mnager, D vision of
Support Services, Departnent of Natural Resources and
Depart nent of Mlitary & Veterans Affairs; Annal ee
McConnell, Director, Ofice of Managenent and Budget, Ofice
of the Governor; Kirk Frederickson, Deputy Comm ssioner,
Departnent of Environnmental Conservation; Dan Seanount,
Comm ssioner, Alaska Ol and Gas Conservation Conm ssion,
Depart ment of Adm ni stration; Bill Britt, Pi pel i ne
Coordi nator, Departnent of Natural Resources; Joe Stam Fire
Program Manager, Division of Forestry, Departnent of Natural
Resour ces.

PRESENT VI A TELECONFERENCE

Jim d ough, Ener gy, D vision of CGeol ogi cal Surveys,
Departnent of Natural Resources, Anchorage; Leroi Heaven,
Mat - Su; Har ol d Ril ey, Al aska  Arny Nat i onal Quard
Installations, Departnent of Mlitary & Veterans Affairs;
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Kelly N ccolo, State Fire Mrshall, Anchorage; Stoney
Wight, Departnment of Natural Resources.

GENERAL SUBJECT(S) :

Departnent of Natural Resources
Department of Mlitary & Veterans Affairs

The follow ng overview was taken in |log note format. Tapes
and handouts wll be on file wth the House Finance
Comm ttee through the 22nd Legi sl ative Session, contact 465-
2156. After the 22nd Legislative Session they wll be

avai l abl e through the Legislative Library at 465-3808.
#HB47

LOG | SPEAKER DI SCUSSI ON
TAPE HFC 00 - 56
SIDE A
000 |CO CHAIR WLLI AVS Cal l ed the House Finance Committee
neeting to order to address capital
budget requests for the Departnent of
Nat ural Resources, and the Departnent of
Mlitary & Veterans Affairs.
100 | ANNALEE MCCONNELL, Departnent of Natural Resources
DI RECTOR, OFFI CE OF
MANAGEMENT AND I nt roduced Commi ssi oner Pat Pourchot from
BUDCGET, OFFI CE OF Department of Natural Resources and ot her
THE GOVERNOR agency representatives.
127 | PAT POURCHOT, Addressed t he gas pipeline project
COWM SSI ONER, conponent request in the anmount of
DEPARTMENT OF $10,242.8 million dollars. The project
NATURAL RESOURCES woul d sunmari ze State actions to be taken
to facilitate the devel opment of a
pi peline for the North Sl ope natural gas.
He added that actions include initiating
work on issuing State right-of-ways;
collecting data for permtting reviews;
devel opment of an overall project |abor
agreenent to provide job opportunities
for Al askans; and review ng of the 1977
agreenent between Canada and the United
States, and coordination with the
Canadi ans to insure a coll aborative
appr oach.
421 | Conm ssi oner Expounded on the outreach work necessary
Pour chot with for the gas project and the pre-
application work. Conmm ssioner Pourchot
noted the permt and handling costs. He
advi sed that during the effort, the
Adm nistration is attenpting to elimnate
any hurdles that occur within the | arge
proj ect.
593 | Ms. McConnel |l Addr essed options involved through the

House Fi nance Committee

2 03/20/01 1:47 PM




proj ect s.

723

Conmi ssi oner
Pour chot

Not ed that the Adm nistration had
received a letter fromFoot Hlls, re-
activating the right-of-way applications.
Those applications have been dornmant for
a nunber of years.

850

Representati ve
Harris

Inquired i f the requested funds woul d be
used exclusively for the Al aska H ghway
route.

855

Conmi ssi oner
Pour chot

Replied that they woul d, however, nost of
the work could be applicable to any
application. He added, that if an
application was received under anot her
route, through statute, the State would
be responsible to investigate that route.
He added that idea is not the intention
at the current tine.

911

Ms. McConnel

interjected that the pre-application
period is not limted to only one group.
The budget assunption does assume only
one application. For the work to be done,
the route considered is currently the
sane.

1001

Representati ve
Harris

Asked if consideration had been given to
the route of Valdez or Cook Inlet.

1014

Comm ssi oner
Pour chot

Expl ai ned that he did not know when those
deci sions woul d be made avail able. There
have been ideas that the gas route would
nove through Canada. He admtted that
those are sone of the questions to be
addressed through the studies that are
currently under way.

1057

Co-Chair WIIlians

Questioned if the Adm nistration was in
correspondence with the gas conpani es at
this time. Additionally, He asked how

| ong are the permts good for.

1092

Comm ssi oner
Pour chot

Acknow edged that the federal governnent
is considering the permt question.

Ternms are usually good for between ten
and twenty years. He noted that at this
time, there are sone |egal questions on
the table. Comm ssioner Pourchot
addressed the "terns" associated with the
permtting process. He noted that there
is legislation to change the | ength of
the permtting process.

1244

Co-Chair WIIlianms

| nqui red about the correspondence
underway with the oil conpani es.

1261

Conmi ssi oner
Pour chot

Responded that the producers are serious
intheir efforts to get an application,

however, there has not been a guarantee
of whether to proceed.
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1317

Co-Chair WIIlianms

Ref erenced the Borax M ne in Ketchikan
and how that conpany wal ked away fromthe
project leaving the town in a “bad”

pl ace.

1356

Ms. McConnel

Spoke to the enpl oyee concerns. She
noted that sone of the enployee woul d be
fromw thin the departnents and that sone
woul d be new. Once the project was

conpl eted, those departnental enpl oyees
woul d return to their original jobs. She
stressed that there is a lot to do, in
order that the projects are not sl owed
down.

1435

Representative Croft

Asked if any applications had yet been
recei ved.

1445

Conmi ssi oner
Pour chot

Expl ai ned that there has been an
application “on the desk” since 1992,
fromFoot HIls. He added that the

Adm nistration is working with the

Depart ment of Law addressing right-of -way
concerns.

1498

Conmi ssi oner
Pour chot

Conti nued, the State has been using
studies fromthe supply/demand nodality.

1552

Representati ve Croft

Questioned the route chosen by the
Adm ni stration.

1578

Comm ssi oner
Pour chot

Responded that it is assuned there wl|
be an application, which is acceptable.
Most of the work to be done will center
on bot h geol ogi cal and surveyi ng

i nformation provided through vari ous
studies. He added that nuch of the work
is not specific to the route. He was not
aware of other optional routes besides
"over the top". The Adm nistration does
not believe that route would suit the
needs of the people of Al aska.

1682

Representati ve Croft

Questioned how the State could fund the
begi nning portion of the request w thout
determ ning the route. He asked what
part of the capital request should be
del et ed.

1738

Ms. McConnel

Noted that there is nore information
avai l abl e on the Yukon Delta Route.

of the work that the request includes
shares a common portion of route. She
stressed that in order to acconplish the
scope of the work, there are only three
seasons in which the project can be
undert aken.

Most

1840

Representati ve
Davi es

Spoke to preserving the State’s
"options". He inquired what noney is
anticipated to be used in order to
guarantee that the lines are feasible
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with the regulatory structure. He
believed that the Stranded Gas Act woul d
not allow for those concerns.

1925 | Comm ssi oner Was not confortable answering those
Pour chot guestions at this time. He recomrended
that the Departnent conme forward to
address those concerns. Conm ssi oner
Pour chot acknow edged t hat was a subj ect
of much concern and noted that it was
bei ng addressed statew de through the Gas
Pol i cy Council .
2051 | Representative Hoped that the State was actively
Davi es pur sui ng sone form of regul atory staging.
He comrented that there should be sone
“public driver”. He asked that within
t he proposed expenditure, how nuch woul d
be directed toward State ownership or
"hub" concepts.
2118 | Conm ssi oner Not ed that one of the studies had been
Pour chot undert aken by the Departnent of Revenue
to address those concerns.
2151 | Representative Asked if any supported the fast track
Davi es suppl enent al fundi ng.
2160 | Ms. McConnel | Replied that it was through State
owner ship concerns in the fast track
suppl enent al .
TAPE HFC 01 - 56,
Side B
001 |Ms. McConnel | Stated that it had not been placed into
t he FY02 budget.
032 |Representative Questioned who did not want to | oose
Wi t aker anot her field season.
070 | Comm ssi oner Replied that the producers and the
Pour chot agenci es did not want to.
101 | Representative Asked about the permtting proposition
Wi t aker and applicati on process.
119 | Comm ssi oner Noted that it is a right-of-way
Pour chot appl i cati on which includes nany aspects.
166 | Representative Voi ced his concern with the State's best
Wi t aker interest and the routing that has been
chosen. He requested information
regardi ng the Adm nistration's deci si on.
209 | Conmi ssi oner Expl ai ned that there are alternatives for
Pour chot the highway route. One would be an "over
the top"” route or the Canadian route. He
enunerated the benefits of each route and
spoke to what would be in the best
interest for Al aska.
353 | Representative Asked about the unfavorabl e econon cs
Wi t aker associated wth the situation.
370 | Comm ssi oner Expl ai ned that the Adm nistration
Pour chot believes that no one would be willing to
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buy the gas for the price that the gas
woul d cost if other routes were used.

386

Representati ve
VWi t aker

Di sagreed. He believed that the State
shoul d be cautious of these marketing
opportunities. He believed that it would
be in Alaska’ s best interest to have

maxi mum exposure. He rem nded the

Comm ssioner that State | aw requires that
the Legislature make that fina

det ermi nation

478

Co-Chair WIIliams

Not ed that he intended to schedule a
nmeeting to address solely the gas line
i ssues.

506

Ms. McConnel

Interjected that at this tinme, there are
people on line to address these concerns.

592

Kl RK FREDERI CKSQON,

DEPUTY COWM SSI ONER

DEPARTMENT OF
ENVI RONMVENTAL
CONSERVATI ON

Spoke to the Departnent's fieldwork with
regard to the proposed gas pipeline. He
referenced Page 4 of the handout. [ Copies
on File]. He stated that the Departnent
pl ays an inportant role in projects such
as the proposed gas pipeline. The
Department is responsible for ensuring
that inpacts to the environnment and human
health are minim zed. The project would
requi re nunmerous permts, plan approvals,
State certification of federal permts or
approval s to operate under established
general permts of regul ations.

776

Ms. McConnel

Mentioned the concerns voiced by the
Department of Fish and Gane noting that
spokesperson was not able to stay but
would be willing to testify at a |l ater
dat e.

878

Co-Chair WIIlians

Asked if the agencies had al ready begun
to prepare for the gas |ine to happen.

895

Ms. McConnel

Comment ed on the pipeline preparation
rout es.

938

Representati ve
Lancast er

Asked if the requested nonies would help
with the re-permtting.

955

Conmi ssi oner
Pour chot

Replied that woul d not generally happen,
however, there are overlaps such as the
mappi ng within the Departnment of Natural
Resour ces.

977

Representati ve
Hudson

Fol | owed-up. The industry has asked the
State's personal to help address
obstacles. He asked if programreceipts
woul d be used for those services.

1082

Representati ve
Hudson

Suggested that sonme of the expenses for
the m ne geol ogi st could be underwitten.

1104

Conmi ssi oner
Pour chot

Responded that it would be difficult to
assess costs and rei nbursenents w t hout
an application.
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1163 | Co-Chair WIIlians Stressed that the producers are not
talking to the Legislature. He enphasized
that everyone wants to see the gas |line
go, but were not willing to spend noney
until there are nore assurances. There
are no guarantees that the producers are
going to cone in and make this happen.

1242 | Ms. McConnel | Stressed that sone tasks need to be
initially undertaken and cannot be billed
to the industry. The statute is clear
t hat post application expenses woul d be
rei mbursed. Pre-application costs are
uncl ear. She stressed that the process
shoul d not be slowed by a | ack of funds.
She suggested that half of the expenses
could be covered with statutory
desi gnat ed programrecei pts (STPR). She
added that funding could be resolved in a
suppl enent al .

1360 [ Co-Chair WIIians Questioned if the costs could be
incorporated in the current agencies
budgets, and then be reinbursed in a
supplenmental, if the project goes
forward

1443 | Ms. McConnel | Observed that the State cannot control
the producers, and that the State did not
want to mss a years worth of activity.

1515 | Ms. McConnel | Noted that there are sone differences
between within the Governor's request for
suppl enment al fundi ng.

1552 [ Co-Chair WIIlians Rei terated support for the project. He
questioned if funding could occur through
Legi sl ati ve Budget and Audit (LBA)
Committee.

1579 | DAN SEAMOUNT, AOGCC is required to eval uate the cost of

COW SSI ONER, ALASKA | production gas on oil production. M.
O L AND GAS Seanmobunt di scussed the reasons why the
CONSERVATI ON study shoul d be done early.

COW SSI ON ( AOGCO) ,

DEPARTMENT OF

ADM NI STRATI ON

1765 | Representati ve Questioned how much of the gas pipeline
Davi es overlaps with the Al yeska renewal .

1811 | Comm ssi oner Noted that the State had not yet received
Pour chot an application.

1842 |BILL BRI TT, PIPELINE | Noted that Al yeska had done environnental
COCRDI NATOR, wor k, which is expected again in a
DEPARTMENT OF renewal application.

NATURAL RESOURCES
1967 | Comm ssi oner In response to a question by

Pour chot

Representati ve Davi es, nentioned that the
State is looking into a 50/50 share of
t he costs.
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TAPE HFC 01 - 57,
Side A
024 | M. Britt Di scussed rei nbursenent.
152 | Comm ssi oner Not ed that no firmrei nbursenent
Pour chot deci si ons had been reached.
239 | Conm ssi oner Di scussed O and Gas Royalties and the
Pour chot accounting industry electronic reporting.
He concl uded that the project has saved
funds and that it woul d devel op
st andardi zed el ectronic fornats.
558 | Conm ssi oner Revi ewed the seism c data acquisition and
Pour chot interpretation to pronote oil exploration
and the | easing request. The request
woul d fund the acquisition of data on
| eases where the data is not required to
be submtted to the State. The total
anmount of the request is $138 thousand
general fund doll ars.
750 | Conmi ssi oner Di scussed the energency title defense-the
Pour chot Prince WIIliam Sound request. He observed
that State | ands, which were subnerged,
have risen higher. The survey would
prove that the | and belongs to the State.
The requested anount is $120 t housand
general fund doll ars.
841 | Comm ssi oner Revi ewed the request for State park
Pour chot energency repairs. There is $42 mllion
dollars in deferred park nai ntenance
needs. The request woul d only address
energency health and safety repairs. The
request ed anount woul d be $400 t housand
general fund doll ars.
920 | Comm ssi oner D scussed the request for fire truck
Pour chot engi ne replacenents, which is an on-going
expense. The State would like to hire two
trucks. The anount of the request woul d
be $200 t housand general fund doll ars.
975 Representative Questioned if the Departnent participates
Davi es in the State fleet program
NI CO BUS, Noted that the State does participate in
ADM NSTRATI VE the State fleet process, but that the
SERVI CES MANAGER, funding is separate. He noted that there
DI VI SION OF SUPPORT |are insufficient funds in that fund. The
SERVI CES, DEPARTMENT | Departnent pays for the custom zation of
OF NATURAL RESQURCES |funds. The State Fleet Fund only pays
for the chai se.
1090 | JOE STAM FI RE Not ed that there would be additional CP
PROGRAM MANAGER, requests for subsequent years.
DI VI SI ON OF
FORESTRY, DEPARTMENT
OF NATURAL RESOURCES
1180 | Comm ssi oner Revi ewed the request for the Fairbanks
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Pour chot

office facility roof naintenance and
repairs request in the amount of $200
t housand general fund doll ars.

1209

Conmi ssi oner
Pour chot

Di scussed the airborne geol ogi cal and
geophysi cal m neral inventory request.
The intent is to do 1,000 square mles
each year. The anmount of the request
woul d be $250 t housand general fund
dol | ars.

1300

Conmi ssi oner
Pour chot

Revi ewed t he snow machi ne trai

devel opnment and program grants request.
He observed that the cost of registration
woul d be used to support the grants as
accordance with legislative intent. The
amount of the request would be $200

t housand general fund doll ars.

1362

Conmi ssi oner
Pour chot

Revi ewed t he Chena Punp Road boat | aunch
river access purchase request. He noted
that this is the only boat |aunch in the
Fai r banks Tanana Ri ver area. The ampunt
of the request would be $101.5 thousand
general fund doll ars.

1464

M. Bus

Di scussed the Recorder's Ofice equi pnent
upgrades and records preservation. The
Recorder's O fice collects funds for
operation. The request is based on
passage of |egislation and would be
switched to programreceipts if not
passed. The amount of the request would
be $225 thousand general fund dollars.

1532

Representati ve
Hudson

Spoke in support of the request.

1548

M. Bus

Di scussed the Al aska Mnerals Information
At R sk Program mning clains
automation. He noted that the allocation
woul d i nprove public access to public
record systens. The anount of the
request is $700 thousand federal receipt
dol | ars.

1607

M. Bus

D scussed the Agricul tural
Land and Assets disposal.

woul d provide for disposal of the assets
in the Interior and Southcentral Al aska.
The requested anount woul d be $100

t housand agricultural |loan fund dollars.

Revol vi ng Loan
The funding

1636

M. Bus

Addressed the National Fire Plan and the
managi ng i npacts of wildfires on
comunities and the environnment. The
request ed anount woul d be $3.460 nillion
federal dollar receipts and $2.178
mllion State designated receipt dollars.

1665

Representati ve
Davi es

Asked if the project was restricted to
t he Kenai Borough.
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1676

Bus

Expl ai ned that nore woul d be added.

1691

|5

Bus

Spoke to the Al aska post entry plant
guarantine facility establishment request
in the amount of $1.350 million federal
recei pt doll ars.

1732

M. Bus

Addressed the agriculture plant nmateri al
center seed | ab construction requested
funding in the anmount of $3,070.0 federal
fund receipts. He noted that it is a
State owned and operated facility. The
present space in not capable of neeting
t he demands for seed testing and

t echnol ogy devel opnent.

1757

M. Bus

Di scussed the agricultural |and sales for
the agriculture industry request in the
amount of $145 thousand State | and
dollars. The funding woul d provi de staff
and support services to sell agricultural
land in Interior and Sout hcentral Al aska.

1798

M. Bus

Spoke to the historic preservation and
restoration projects, the US Arny public
wor ks program request in the anmount of
$600 t housand federal receipt dollars.
The State O fice of History and
Archeology is working in partnership with
the Departnent of Arnmy on historic
preservation planning and restoration
proj ects.

1827

M. Bus

Conti nued, addressing the national

hi storic preservation fund federal grant
program FY02 request in the anmount of
$1,250 million dollars. The fund is a
federal matching grant project wth a 60%
federal and 40% State match

1852

M. Bus

Spoke to the Mental Health Trust Land
devel opment and val ue enhancenent request
in the amount of $950 thousand nent al
health trust fund dollars. The office
woul d contract for services related to

t he enhancenent of parcel-specific trust
| and and resource assets.

1870

M. Bus

D scussed the abandoned m ne | ands

recl amation federal programrequest in
the amount of $1.5 mllion federal

recei pt dollars. The Legislature enacted
the Al aska Surface Coal M ning Control
and Recl amation Act in 1983.

1888

M. Bus

Addressed the boating safety, federal
program request in the amount of $660
t housand federal receipt dollars.

1899

M. Bus

Spoke to the I and and wat er conservation
fund federal grants request in the anpount
of $1.6 million federal receipt dollars.
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He enphasi zed that outdoor recreation
opportunities is very inportant for

Al askans. The request would provide a
wi de variety benefits including inproved
physi cal and nmental health, activities
for children to prevent delinguency,

| eader shi p and t eamnor k devel opnent and
econom ¢ opportunities for individuals
and | ocal comunities.

2072

M. Bus

Di scussed the national recreationa
trails federal program an on-going
project using federal receipts. The
request anount woul d be $710 t housand
federal receipt dollars.

2098

M. Bus

Addressed the forest |egacy federal grant
program He pointed out that it would be
a new project. The ability to use the
programto protect forested areas woul d
not be limted to State park lands. The
request ed anount woul d be $500 t housand
federal receipt dollars.

TAPE HFC 01 - 57,
Side B

Departnment of Mlitary & Veterans Affairs

001

M. Bus

Spoke to the Army Guard facilities
deferred mai ntenance request in the
amount of $800 t housand dol | ars of which
$600 t housand federal funds and $200

t housand general fund dollars. The
fundi ng woul d be used for deferred

mai nt enance and schedul ed renewal of the
Arny Guard facilities around the State.

060

M. Bus

Noted the Air Guard facility deferred

mai nt enance additional request in the
anount of $600 thousand dollars of which
$450 t housand federal receipt dollars and
$150 t housand general fund doll ars.

108

M. Bus

Di scussed the facilities spill prevention
and count er neasures request in the anmount
of $120 thousand dollars with a State

mat ch required of $15,600 doll ars.

165

Representati ve
Lancast er

Questioned where the federal receipts
woul d cone from

184

M. Bus

Replied fromthe Arny Cuard.

193

M. Bus

Spoke to the federal scout readiness
centers energy projects request in the
amount of $300 t housand federal receipt
dollars. The funds would be used to
repl ace doors, w ndows, insulate floors
and re-skin roof and walls with

insul ating panels in the existing
centers.

230

M. Bus

Addr essed t he Bet hel readi ness center
pl anni ng and desi gn request in the anmount
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of $750 thousand general fund dollars.

He noted that funding was required as the
initial design of a new center for the 2™
Battalion, headquartered in Bethel.

298

M. Bus

Addressed the federal scout readiness
center energy projects in the amount of
$300 million federal receipt dollars.

350

M. Bus

Di scussed the Al aska National CGuard
counter drug support programrequest in

t he anpbunt of $100 thousand federal
recei pt dollars. He noted that the
program participates in the US Depart nment
of Justice Forfeiture Programto help
deter crime by depriving crimnals of
profits and proceeds fromtheir illegal
activities.

391

M. Bus

Spoke to the Al aska Veterans' housing and
heal t h needs survey request in the anount
of $200 thousand general fund dollars.

He commented that this would be a one-
time project.

435

Representati ve
Hudson

Asked if the request depended upon the
passage of the pioneer hone |egislation.

453

M. Bus

Replied that the study investigates al
avail abl e options. M. Bus enphasized
that Al aska does not have a veteran’s

hone at this tine.

496

Representati ve
Lancast er

Asked if it was contained not in HB 88,
when could it be expected to be
conpl et ed.

509

M. Bus

Replied in early next year.

525

Representati ve
Hudson

Spoke about replacing the Juneau Nati onal
Guard Arnmory. He noted that a site had
been selected. He noted that it would be
an arnory in concert with the University
of Al aska, Southeast. He pointed out
that it had not been included in the

pr oposed budget .

573

M. Bus

Responded that new facility woul d need
nore funding. The Departnent is
attenpting to include it in the mlitary
budget of defense.

612

Co-Chair WIIliams

ADJ OQURNIVENT

The neeting was adjourned at 4:10 P. M
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