HOUSE FI NANCE COWM TTEE
April 18, 2002
2: 05 PM

TAPE HFC 02 — 88, Side A
TAPE HFC 02 - 88, Side B

CALL TO ORDER

Co-Chair WIllianms called the House Finance Commttee neeting
to order at 2:05 PM

VEMBERS PRESENT

Representative Bill WIlIlianms, Co-Chair
Representative Con Bunde, Vice-Chair
Representative Eric Croft
Representati ve John Davi es
Representative Ri chard Foster
Representative John Harris
Representative Bill Hudson
Representati ve Ken Lancaster
Representative Carl Mses
Representative Ji m Wit aker

VEMBERS ABSENT

Representati ve El don Mul der, Co-Chair
ALSO PRESENT

Representative Getchen Cuess; Rob  Carpenter, Fi scal
Anal yst, Legislative Finance D vision.

PRESENT VI A TELECONFERENCE

Janice Adair, Director, Division of Environnental Health,
Departnent of Environnent al Conservation; Detective Ed
Bryant, Metro Drug Unit, Anchorage Police Departnment; Marc
Whodard, Anchorage Police Departnent; Scott Heyworth, ClAAG
Anchor age; Ti m Rogers, Minicipality of Anchorage, Anchorage;
Nat han Johnson, Staff, Representative Quess; Lieutenant
Julia Ginmes, Departnent of Public Safety.

SUMVARY

HB 302 "An Act establishing the Al aska Gas Corporation, a
public corporation, and providing for its
structure, managenent , responsibilities, and

operation, and requiring the developnent of a
project plan to evaluate whether construction and
operation of a natural gas transm ssion pipeline
project by the corporation is feasible."
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CSHB302 (FIN) was REPORTED out of Committee with a
"do pass" recomrendation and wth previously
publ i shed fiscal note: REV (#1).

HB 337 "An  Act maki ng capital appropriations and
reappropriations, and capitalizing funds; making
appropriations under art. I X, sec. 17(c),

Constitution of the State of Alaska, from the
constitutional budget reserve fund; and providing
for an effective date."

HB 337 was heard and HELD in Commttee for further
consi derati on.

HB 382 "An Act relating to the evaluation and cl eanup of
sites where certain controll ed substances may have
been manufactured or stored.”

CSHB (FIN) was REPORTED out of Commttee with a
"do pass" recommendation and with two previously
publ i shed fiscal note s: DEC (#2) and DPS (#1).

#hb337

HOUSE BI LL NO. 337
"An Act maki ng capital appropriations and
reappropriations, and capitalizing funds; maki ng

appropriations under art. 1X, sec. 17(c), Constitution
of the State of Alaska, fromthe constitutional budget
reserve fund; and providing for an effective date."

ROB CARPENTER, ANAYLI ST, LEQ SLATIVE FINANCE Dl VI SION
provided information regarding the |egislation. He provided
nmenbers with a pie chart representation of the mjjor
progranms in the capital appropriations |egislation (copy on
file). The legislation is primarily broken down into
Departnent of Transportation and Public Facilities, Surface
Transportation and Airport | npr ovenent ; Department  of
Envi ronnmental Conservation, Village Safe Water and Muni ci pal
Matching G ants; Departnent of Revenue, Alaska Housing
Finance Corporation (AHFC) Construction Program state
mat ching funds; and other non-program agency projects.
Federal Funds make up the mpjority of the capital request.

Representati ve John Davi es questioned why the state matching
funds were listed as a program M. Carpenter acknow edged
that they do not represent a program but explained that they
were separated because it is a significant portion of the
budget. The total state match for all funds is $85.9 mllion
dollars. There is $50 mllion for surface transportation and
$10 million for airport inprovenent. The remaining is split
between the Village Safe Water and Minicipal Matching
Gants, wth $5 nmllion dollars throughout the other
agenci es.
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Represent ati ve Hudson questioned if state matching funds are
general funds. M. Carpenter noted that AHFC dividend
funding is used in the safe water-drinking programto match
federal funds. He explained that the general fund match
conponent is approximately $60 mllion: $50 surface
transportation and $10 airport inprovenents. He observed
that AFHC fundi ng and other smaller funds are al so used.

HB 337 was heard and HELD in Committee for further
consi derati on.

#hb302

HOUSE BI LL NO. 302

"An Act establishing the Al aska Gas Corporation, a
public corporation, and providing for its structure,
managenent , responsibilities, and operation, and
requiring the devel opnent of a project plan to eval uate
whet her construction and operation of a natural gas
transm ssion pipeline project by the corporation is
feasible."

Representative Witaker, Sponsor, spoke in support of the
| egislation. The legislation would form the Alaska Gas
Corporation in order to guarantee access, ensure in-state
usage wthout significant argunment or negotiation and
provi de revenue to the state. The intent is also to provide
notivation to the industry. He observed that an initiative
has been introduced, which could “nuddy the waters” in
relationship to an Alaskan natural gas pipeline. The
initiative speaks to the routing and would restrict the
project to the Prudhoe Bay - Valdez routing and Iliquid
natural gas (LNG processing. He pointed out that HB 302
does not preclude any options, and would therefore be
preferable to route specific |egislation.

Representative Harris questioned if the legislation could
replace the initiative. Representative Witaker noted that a
| egal opinion by Jack Chenoweth, Legislative Legal Counsel,
indicated that there is no reason that the | egislation would
be found to be other than substantially the sane.

Representative Croft questioned how the corporation would
work to conpel the sale of the gas on the [north] slope.
Represent ati ve Wi taker responded that the corporation would
have powers inherent to the state, including inmmnent
domai n.

Representati ve Hudson observed that there is a zero fisca
note acconpanying the legislation. He questioned what the
| egislation would buy. Representative Whitaker responded
that the |egislation would provide an opportunity to act in
the state’'s best interest. He observed that significant
anounts of noney would be spent if a decision were nade by
the legislature that a course of action would be followed.
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Representative Hudson questioned if sone funding would be
needed to describe the project and do the research. He
enphasi zed the inportance of the project and questioned why
sufficient funds woul d not be nmade avail abl e.

Representative \Witaker noted that a special j oi nt
| egislative commttee has done significant work on the
subject. He maintained that data could be drawn together at
no additional cost. A recomendation would be nmade and
forward by the first 30 days of second session of the next
| egi sl ature.

Representative Lancaster questioned if there is a potentia
to link railroad bondi ng. Representative Witaker expressed
t he hope that the revenue could be pursued and observed t hat
tax-free financing could reduce the tariff by 18 percent.

Representative John Davies questioned when the joint
commttee would termnate and asked if it required separate
action to continue. Representative Witaker did not know t he
answer .

Vi ce-Chair Bunde noted that litigation could occur.

Representative Croft referred to the meno by M. Chenowet h.
He noted that there are a nunber of differences between the
|l egislation and the initiative. He questioned why the
| egislation diverged from the initiative. Representative
Wi t aker observed that the legislation was drafted before
the initiative.

SCOIT HEYWORTH, CTIZEN'S INTIATIVE FOR AN ALL ALASKA
GASLI NE, ANCHORAGE, testified via teleconference. He noted
that he was the | ead sponsor of the initiative:

This bill would create the Alaska Natural Gas
Devel opnent Aut hority (Aut hority) as a public
corporation of the State. The Authority would acquire
and condition North Slope natural gas, and construct a
pipeline to transport the gas. The Authority's powers
woul d include buying property or taking it by em nent
domain, and to issue state tax-exenpt revenue bonds.
The gasline route would be from Prudhoe Bay to
tidewater on Prince WIliam Sound and the spur Iline
from dennallen to the Southcentral gas distribution
grid. The Authority would operate and maintain the gas
pi peline, ship the gas, and market the gas.

M. Heyworth observed that the Lieutenant Governor certified
the precise legal |anguage, which does not use the word
Canada. He argued that M. Chenoweth’s conclusion was based
on the false premse that the initiative omts over |[|and
donmestic north Anerican market considerations and focus on
overseas shipnents and opportunities for instate use. He
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mai ntained that the project has always contenpl ated
delivering Al aska gas to the United States west coast as
LNG

M. Heyworth reviewed differences between the |egislation
and the initiative.

Under House Bill 302 the corporation would provide for:
(1) The design and construction of the project; and
(2) The operation and mai ntenance of the project.

The initiative would provide for:

The acquisition and conditioning of North Slope

nat ural gas;

The design and construction of the pipeline system

The operation and mai ntenance of the pipeline system

The  design, construction, operati on, of ot her

facilities necessary for delivering the gas to market

and to Sout hcentral Al aska; and

5. The acquisition of nat ur al gas mar ket share
sufficient to ensure the long-termfeasibility of the
pi peline system project.

Pon

M. Heyworth conpared the legislation to the initiative. He
observed that wunder HB 302 "project” neans the gas
transm ssion pipeline, together with all related property
and facilities, to extend from the Prudhoe Bay area on the
North Slope of Alaska to the interior of Alaska and from
there either along a route proximate to the Al aska H ghway
to interconnect with a gas transm ssion pipeline in Canada
or to tidewater at a point on Prince WIIliam Sound, or both,

and includes planning, design, and construction of the
pipeline and related facilities. The initiative does not

mention Canada. The initiative states that: The acquisition
of natural gas from the North Slope and its delivery to
tidewater for shipnent to market by the authority is an
essential governnent function of the state. He naintained
that HB 302 would continue the study. The initiative is
designed to encourage a project. He stressed that the fiscal

note associated with the initiative is $250 mllion dollars
because it is a project, while the legislation has a zero
fiscal note. He maintained that the initiative is not

simlar to the legislation and would not stand up in court.

He stated that he did not have a problem with HB 302, but

enphasi zed that it would not replace the initiative.

In response to a question by Representative John Davies, M.
Heyworth di sagreed that the cost of the initiative would be
$250 million dollars. He estimated the cost at $1 - $2
mllion dollars. He observed that Senator  Torgerson
estimated the cost at $3.5 million dollars. He nmaintained
that the cost of HB 302 is zero because it is only a study.
The total cost of the initiative would only be $1 - $3
mllion dollars because it would only require that

House Fi nance Committee 5 04/ 18/ 02 2: 05 PM



professionals be hired to put the project together to go to
t he producers, make an offer at the well head, go to Asia to
find the sellers and put it out to the market. Nothi ng woul d
be bought. Everything would be on contingency until after
the project is put in place. If the financed project sells
on Wall Street then noney woul d be owed.

Representative Davies questioned if the intent is a serious
determ nation of feasibility. M. Heywrth agreed and
explained that until sonmeone offers the gas to the market
there will not be an answer. He questioned why people are
pushing for the Canadian route and maintained that the
producers are not pushing for the Canadi an route.

Representative Hudson noted that the concern of the House
Fi nance Commttee is which route would maxim ze the returns
to Alaskans. He noted that the legislation |eaves the
question open to further review He questioned why the study
provided by the legislation would not conplinent the
initiative. He pointed out that the route in the initiative
woul d still need | egislative appropriation.

M. Heyworth responded that the |egislature should denand
access to the studies conpiled by the industry. He
mai ntai ned that the nunbers are good and the project is
ready to go forward. He stressed that the gas needs to stay
in Al aska.

Represent ati ve Wit aker acknow edged the validity of many of
M. Heyworth's remarks, but enphasized that there are
di fferent approaches. He concluded that the state does not
have the expertise or the political wll yet. The question
is which approach would result in quicker action. He felt
that HB 302 woul d achi eve the quickest results.

Vice-Chair Bunde expressed concern that the |I|egislation
woul d increase the cost to the state and result in [the
hiring of] additional state enpl oyees.

Representative Witaker stated that it is not his intent to
build a state gas pipeline dynasty, staffed with thousands
of state enployees. The intent is to provide the state the
opportunity to assert its ownership obligation and nanifest
the obligation through a corporate entity that woul d provide
for a basic infrastructure transportati on system

Representative Croft MOVED to ADOPT Anendnent 1: add to the

findings section on page 2, line 14: “The legislature finds
that this is not substantially simlar to the initiative”;
and add to the intent section that: “It is not the intent of

the legislature that it replace the ballot initiative.”

Representative Croft explained that [the initiative and the
| egi sl ati on] would nove the state toward asserting its owner
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responsibility. He did not bel i eve that they were
substantially simlar. He stated that he is hesitant to
renove an initiative and observed that the naker of the
initiative indicated that signers were clear that the intent
was to keep the project inside the state. He felt that the
| egi sl ati on should stand on its own.

TAPE HFC 02 - 88, Side B

Co-Chair WIllians stated that if the |legislature can inprove
on the initiative that there would be no reason not to.

Vice-Chair Bunde pointed out that the decision [of
simlarity between the imtative and the |egislation] would
be the Lieutenant Governor’s.

Representative John Davies spoke in support of the
anendnent. He pointed out that the |egislation would provide
a feasibility study. The initiative asserts that the only
way to prove that the project is feasible is to take it to a
proposal . He suggested that the legislation conplinents the
initiative. He suggested that the anmendnent would prevent a
| awsuit and nove both sinultaneously.

Represent ati ve Wit aker observed that although substantially
simlar they do have differences regarding the route
sel ection. He suggested that the initiative would restrict
the route selection. He maintained that all options should
remai n open. The legislation isn't only a feasibility study.
The study would only be the beginning, assumng a positive
study. A nechanism would be established to control the
state’s destiny in regards to the resource.

Representative Hudson noted that the initiative would be
approved in Nov. 2002 and would require appropriation in
2003. The action of the initiative comes a year earlier than
the outcome of the study required by the legislation. He
questioned if the study should cone earlier to coincide with
the initiative.

Representative John Davies observed that passage of an
initiative does not require an appropriation. A study woul d
be conpiled if the initiative passes and a feasibility study
of the project would follow. An appropriation would be
dependent on the results. He felt that the tinelines for the
two approaches woul d be substantially simlar and questioned
why get involved in a lawsuit up front.

Representative \Witaker stressed that the purpose of HB 302
is not to get involved in a |lawsuit. He stressed that HB 302
was introduced before the initiative and pointed out that
the Iieutenant governor wuld nmake the decision. He
reiterated concern that the initiative is route specific.
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Vi ce-Chair Bunde observed that intent |anguage has no
influence on the |ieutenant governor. The state of Al aska
has no control over |awsuits.

A roll call vote was taken on the notion to pass Anendnent
1.

IN FAVOR: Harris, Mses, Croft, Davies
OPPQOSED: Hudson, Lancast er, Wi t aker, Bunde, Fost er,
WIIlians

Co-Chair Ml der was absent fromthe vote.
The MOTI ON FAI LED (4-6).

Representative Witaker MOVED to ADOPT Anmendnent 1A He
expl ai ned that the amendnent woul d update the legislation to
allow the Twenty-Third Legislature to review the finding.

There being NO OBJECTION, it was so ordered.
Represent ati ve Wi taker MOVED to ADOPT Anendnent 2.

(a) The governor shall appoint the initial nmenbers of
the board of directors of the Alaska Gas Corporation
under AS 41.41.020, added by sec. 2 of this Act, not
| ater than 30 days after the date of subm ssion of the
report to the governor under sec. 5(a) of this Act and
only if the report that is submtted to the governor
concl udes that construction and operation of a natural
gas transm ssion pipeline project, as defined in AS
41.41.990, added by sec. 2 of this Act, by a public
corporation is feasible.

There being NO OBJECTION, it was so ordered.

Vice-Chair Bunde referred to page 3, line 29 and observed
that the governor could renove any nenber wthout cause.
Represent ati ve Wi taker agreed.

Vice-Chair Bunde MOVED to ADOPT Anendnent 3: insert "for
cause” on page 3, line 30. There being NO OBJECTION, it was
so ordered.

Vi ce-Chair Bunde referred to page 4, |line 23. He questioned
if there should be any Ilimtations on the executive
director’s selection of the staff. Representative Witaker
stated t hat he woul d not obj ect to reasonabl e
consi derati ons.

Representative Foster MOVED to report CSHB 302 (FIN) out of

Commttee wth the acconpanying fiscal note. There being NO
OBJECTIQON, it was so ordered.
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CSHB302 (FIN) was REPORTED out of Committee with a "do pass”
recommendation and with previously published fiscal note:
REV (#1).

#hb382

HOUSE Bl LL NO. 382

"An Act relating to the evaluation and cl eanup of sites
where certain controlled substances may have been
manuf actured or stored."”

REPRESENTATI VE GRETCHEN GUESS, SPONSOR, testified in support
of the legislation. She provided nenbers wth proposed
commttee substitute, work draft 22-LS1105\L, 4/17/02 (copy
on file).

Representative Harris MOVED to ADOPT work draft 22-LS1105\L
4/ 17/ 02. There being NO OBJECTION, it was so ordered.

Representative Guess explained that the purpose of the
|l egislation is to ensure that clandestine |aboratories are
cleaned up before they are reoccupied. She observed that
when a nethanphetam ne |aboratory is “busted” the |aw
enforcenent agency sends a letter to the residentia

property owner and a notice is placed on the building
notifying that illegal substances were manufactured on the
site. The state has not previously set guidelines regarding
the site cleanup or tested sites in order to nmake sure that
they are safe before they are reoccupied. A residentia

owner that didn't care if the site was cleaned up could
sinply paint and vacuum before the site was reoccupied. A
person could rent a former nethanphetam ne |aboratory
w t hout knowi ng. Residential owners that want to cleanup
their sites have no guidelines or directions. In Juneau, an
owner t hat could not di sposed  of met hanphet am ne-
contam nated furniture at the dunp ended up burning the
hazar dous materi al

Representative QGuess explained that |egislation sets up a
process to deal with these situations. The owner nust be
noticed [by the Departnent of Environnental Conservation].
The owner <can test the property or go straight to
decont am nati on. The Depart ment of Envi r onnment al
Conservation wll set wup guidelines for testing and
decontam nation to assure that qualified individuals perform
the services. The Departnent of Environnental Conservation
woul d al so keep a list of owners. There are four substances

identified in t he | egi sl ation: | ead, mercury,
nmet hanphet am nes, and vol atil e organi c conpounds. The | evels
would be set in regulations. It wwuld be a class A

m sdenmeanor to knowi ngly rent, |ease, or occupy contam nated
property. The legislation would not take affect until
regul ations setting levels for the four substances are set.
She observed that the program would be cheaper to adm ni ster
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through the Departnent of Environnmental Conservation than
t he Departnent of Health and Social Services.

Representative Foster spoke in support of the |egislation
He noted the high costs of travel and suggested the fisca
note needed to be increased. Representative Guess observed
that the state would not be responsible for cleaning up the
property. The property owner would be responsible, but the
state would set the guidelines to ensure that a residence is
safe. The fiscal note states that $12 thousand dollars is
needed to set up the process and $2 thousand dollars is
needed for copying and comruni cati ons with owners.

Representative Lancaster questioned how the |egislation
woul d affect the Landl ord Tenant Act.

NATHAN JOHNSON, STAFF, REPRESENTATIVE GUESS, testified via
tel econference. He clarified that there would be no affect
on landlord tenant |aw, because it would be an act of the
state. Prohibition of future use woul d be between the state,
t enant and owner.

JANI CE ADAIR, DI RECTOR, DIVISION COF ENVI RONVENTAL HEALTH
DEPARTMENT OF ENVI RONVENTAL CONSERVATI ON, testified via
t el econf erence. She noted that she was available for
questi ons.

LI EUTENANT JULIA GRIMES, DEPARTMENT OF PUBLIC SAFETY,
testified via teleconference in support of the |egislation.
The departnent’s fiscal note is zero. In the last year, the
state of Alaska has certified an additional 50 police
officers to safely investigate |ands producing the end
product of nethanphetam ne. She observed that the depart nent
would identify the site, but that they nust be cleaned by
private entities wth hazar dous mat eri al experti se.
Laboratories are found in private single-famly hones,
storage units, multi-famly residential apartments, trailer
hones and other locations all over the state of Alaska. The
peopl e cooking the product are untrained. Recipes can be
found over the Internet. Chemcals can be spilled and found
in carpets, sub-flooring, ceiling tiles and in other areas.
Re-occupancy can result in chronic, long-term exposure to
| ow | evel s of very corrosive chemcals. Children that spend
time on the floor are especially vul nerable to exposure. The
| egi slation would protect public health and the property
owners. Law enforcenent currently conplies wth the
notification requirenents in the bill according to parallel
f ederal guideli nes.

DETECTI VE ED BRYANT, METRO DRUG UN T, ANCHORAGE POLICE
DEPARTMENT, testified via teleconference in support of the
| egislation. He stressed the wurgency and interest in
protecting public safety. He noted that rural areas wth
fisheries are especially susceptible.
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MARC WOODARD, ANCHORAGE POLI CE DEPARTMENT, testified via
tel econference in support. He enphasized that responsibility
woul d be placed where it belongs and innocent persons would
be protected.

TI M ROGERS, LEG SLATI VE PROGRAM COORDI NATOR, MUNI CI PALI TY OF
ANCHORAGE, ANCHORAGE, testified via teleconference in
support of the legislation. He noted that the |egislation
woul d provide protection for property owners and safeguards
for the general public. He maintained that public safety
i ssues out weigh the potential cost to property owners.

Vice-Chair Bunde noted that the problem is grow ng.
Li eutenant Ginmes observed that Alaska |aw enforcenent has
heeded experiences in other areas of the United States.
Al aska |law enforcenent entities have taken an aggressive
stance. The nunber of |aboratories has dropped from 50 in
2000 to 21/ in 2001.

Representative Foster MOVED to report CSHB 382 (FIN) out of
Commttee wth the acconpanying fiscal note. There being NO
OBJECTION, it was so ordered.

CSHB (FIN) was REPORTED out of Committee with a "do pass”
recoomendation and wth two previously published fiscal
notes: DEC (#2) and DPS (#1).

#

ADJ QURNVENT

The neeting was adjourned at 3:30 PM
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