ALASKA STATE LEG SLATURE
HOUSE SPECI AL COW TTEE ON O L AND GAS
April 10, 2001
5:30 p. m

VEMBERS PRESENT

Representative Scott Ogan, Chair (via tel econference)
Representative Hugh Fate, Vice Chair

Representative Fred Dyson

Representative M ke Chenault

Representative Vic Kohring

Representati ve G etchen Guess

Represent ati ve Reggi e Joul e

MEMBERS ABSENT
Al'l nmenbers present
COW TTEE CALENDAR

SENATE BI LL NO. 164
"An Act prohibiting |eases under the Right-of-Wy Leasing Act on
state land in or adjacent to the Beaufort Sea; and providing for
an effective date."

- MOVED HCS SB 164( &G OUT OF COW TTEE

SPONSCR SUBSTI TUTE FOR SENATE BILL NO 76
"An Act relating to the Alaska Right-of-Way Leasing Act; and
providing for an effective date."”

- MOVED SSSB 76 OUT OF COW TTEE

CS FOR SENATE BI LL NO. 156( RES)

"An Act anending the Alaska Land Act to clarify the requirenent
of a single witten best interest finding required for the sale,
| ease, or other disposal of state land or resources or an
interest in them and relating to certain disposals involving
mul ti phased devel opnment; and providing for an effective date.”

- MOVED CSSB 156( RES) OUT OF COMM TTEE
SENATE BILL NO. 143

"An Act authorizing the Departnent of Natural Resources to enter
into agreenents with a person or persons desiring to own an oil
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or natural gas pipeline proposed to be located on state |and for
the purposes of providing for paynent of the reasonable costs
incurred in preparing for activities before receipt of an
application under the Alaska Right-of- Way Leasing Act and for
activities relating to the processing of an application under
that Act; and providing for an effective date."

- MOVED SB 143 OQUT OF COW TTEE
PREVI QUS ACTI ON
BILL: SB 164

SHORT TI TLE: NO GAS Pl PELI NE OVER BEAUFORT SEA
SPONSOR(S): SENATOR(S) TORGERSON

Jrn-Date Jr n- Page Action

03/ 23/ 01 0786 (S) READ THE FI RST TI ME -
REFERRALS

03/ 23/ 01 0787 (S) RES

03/ 28/ 01 (S) RES AT 3: 30 PM BUTROVI CH 205

03/ 28/ 01 (S Moved Qut of Commttee
M NUTE( RES)

03/ 29/ 01 0856 (S) RES RPT 7DP

03/ 29/ 01 0856 (S) DP: TORGERSQON, TAYLOR,
HALFORD, PEARCE,

03/ 29/ 01 0856 (S KELLY, LI NCOLN, ELTON

03/ 29/ 01 0856 (S) FN1: ZERQ( DNR)

03/ 30/ 01 (S) RLS AT 10: 45 AM FAHRENKAMP
203

04/ 02/ 01 0903 (S) RULES TO CALENDAR 4/ 2/ 01

04/ 02/ 01 0906 (S) READ THE SECOND TI ME

04/ 02/ 01 0906 (S ADVANCED TO THI RD READI NG
UNAN CONSENT

04/ 02/ 01 0906 (S READ THE THIRD TI ME SB 164

04/ 02/ 01 0907 (9 PASSED Y18 N Al E1

04/ 02/ 01 0907 (S) EFFECTI VE DATE(S) SAME AS
PASSAGE

04/ 02/ 01 0908 (S) TRANSM TTED TO (H)

04/ 02/ 01 0908 (S) VERSI ON: SB 164

04/ 03/ 01 0821 (H) READ THE FI RST TI ME -
REFERRALS

04/ 03/ 01 0821 (H &G RES

04/ 03/ 01 0831 (H CROSS SPONSOR('S): CROFT,
VH TAKER

04/ 10/ 01 (H) &G AT 5: 00 PM CAPI TOL 124

BILL: SB 76
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SHORT TI TLE: Rl GHT- OF- WAY LEASI NG ACT: TERM & RENEWAL

SPONSOR( S) :

Jrn-Dat e
02/ 07/ 01

02/ 07/ 01
03/ 29/ 01

03/ 29/ 01
04/ 02/ 01
04/ 02/ 01

04/ 03/ 01
04/ 03/ 01

04/ 03/ 01
04/ 03/ 01
04/ 04/ 01
04/ 04/ 01

04/ 04/ 01
04/ 04/ 01

04/ 04/ 01
04/ 04/ 01
04/ 04/ 01

04/ 04/ 01
04/ 04/ 01
04/ 05/ 01

04/ 05/ 01
04/ 05/ 01
04/ 10/ 01

SENATOR(S) THERRI AULT

Jrn- Page
0301

0301
0859

0859

0919
0919

0919
0919
0932

0943
0943

0943
0943
0943

0946
0946
0852

0852
0870

BILL: SB 156

(S)

(S)
(S)

(S)
(S)
(S

(S)
(S)

(S)
(S)
(S)
(S)

(S)
(S)

(S)
(S)
(S)

(S)
(S)
(H

TITE

Action
READ THE FI RST TI ME -
REFERRALS
RES
SPONSCOR SUBSTI TUTE
| NTRODUCED- REFERRALS
RES
RES AT 3: 30 PM BUTROVI CH 205
Moved Qut of Conmmttee
M NUTE( RES)
RES RPT 3DP 2NR
DP: TORGERSQN, PEARCE,
HAL FORD;
NR: LI NCOLN, ELTON
FN1: | NDETERM NATE( DNR)
RULES TO CALENDAR 4/ 4/ 01
RLS AT 10: 45 AM FAHRENKAMP
203
READ THE SECOND TI ME
ADVANCED TO THI RD READI NG
UNAN CONSENT
READ THE THI RD Tl ME SSSB 76
PASSED Y19 N E1
EFFECTI VE DATE(S) SAME AS
PASSAGE
TRANSM TTED TO (H)
VERSI ON: SSSB 76
READ THE FI RST TI ME -
REFERRALS
&G, RES
CROSS SPONSOR(S): HARRI S
O&G AT 5: 00 PM CAPI TOL 124

SHORT TI TLE: BEST | NTEREST FI NDI NG UNDER AK LAND ACT

SPONSOR( S) :

Jrn-Dat e
03/ 21/ 01

03/21/01
03/ 28/ 01
03/ 28/ 01

RESOURCES

Jr n- Page
0756

0756

HOUSE O&G COW TTEE

(S)

(S)
(S)
(S)

Action
READ THE FI RST TI ME -
REFERRALS
RES
RES AT 3:30 PM BUTROVI CH 205
Moved CS(RES) Qut of
Comm ttee

April 10, 2001



M NUTE( RES)

03/ 29/ 01 0855 (S) RES RPT CS 5DP 2NR SAME TI TLE

03/ 29/ 01 0855 (S) DP: TORGERSON, TAYLOR,
HALFORD, PEARCE,

03/ 29/ 01 0855 (S) KELLY; NR LINCOLN, ELTON

03/ 29/ 01 0855 (S) FNL: ZERO( DNR)

03/ 30/ 01 (S) RLS AT 10: 45 AM FAHRENKAMP
203

04/ 02/ 01 0903 (S) RULES TO CALENDAR 4/ 2/ 01

04/ 02/ 01 0905 (S) READ THE SECOND TI ME

04/ 02/ 01 0905 (S) RES CS ADOPTED UNAN CONSENT

04/ 02/ 01 0905 (S) ADVANCED TO THI RD READI NG
UNAN CONSENT

04/ 02/ 01 0905 (S) READ THE THI RD TI ME CSSB
156( RES)

04/ 02/ 01 0906 (S) PASSED Y14 N4 Al E1

04/ 02/ 01 0906 (S) EFFECTI VE DATE(S) SAME AS
PASSAGE

04/ 02/ 01 0906 (S) ELLI S NOTI CE OF
RECONSI DERATI ON

04/ 03/ 01 0922 (S) RECONS| DERATI ON NOT TAKEN UP

04/ 03/ 01 0923 (S) TRANSM TTED TO (H)

04/ 03/ 01 0923 (S) VERS| ON:  CSSB 156( RES)

04/ 04/ 01 0836 (H) READ THE FIRST TIME -
REFERRALS

04/ 04/ 01 0836 (H &G, RES

04/ 10/ 01 (H) O8G AT 5:00 PM CAPI TOL 124

BILL: SB 143
SHORT TI TLE: Rl GHT- OF- WAY LEASI NG ACT: APPLI CATI ON COST
SPONSOR(S) :  RESOURCES

Jrn-Date Jr n- Page Action

03/ 14/ 01 0659 (9 READ THE FI RST TI ME -
REFERRALS

03/ 14/ 01 0659 (S) RES, FIN

03/19/01 (S) RES AT 3: 30 PM BUTROVI CH 205

03/19/01 (S Moved Qut of Conmittee
M NUTE( RES)

03/ 20/ 01 0733 (S) RES RPT 4DP 1NR

03/ 20/ 01 0733 (S) DP: TORGERSON, TAYLOR,
PEARCE, KELLY;

03/ 20/ 01 0733 (S) NR: ELTON

03/ 20/ 01 0733 (S) FN1: | NDETERM NATE( DNR)

03/ 28/ 01 0837 (S) FIN RPT 6DP 2NR

03/ 28/ 01 0837 (9 DP: DONLEY, KELLY, GREEN,
AUSTERMAN,
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03/ 28/ 01 0837 (S) W LKEN, LEMAN; NR HOFFMAN,

OLSON

03/ 28/ 01 0838 (S) FN1: | NDETERM NATE( DNR)

03/ 28/ 01 (S FIN AT 9: 00 AM SENATE FI NANCE
532

03/ 28/ 01 (S Moved Qut of Conmmttee
M NUTE( FI N)

03/ 30/ 01 (S) RLS AT 10: 45 AM FAHRENKAMP
203

04/ 02/ 01 0902 (S RULES TO CALENDAR 4/ 2/01

04/ 02/ 01 0904 (S) READ THE SECOND TI ME

04/ 02/ 01 0904 (S ADVANCED TO THI RD READI NG
UNAN CONSENT

04/ 02/ 01 0904 (S) READ THE THIRD TI ME SB 143

04/ 02/ 01 0904 (S) PASSED Y18 N- Al E1

04/ 02/ 01 0905 (S) EFFECTI VE DATE(S) SAME AS
PASSAGE

04/ 02/ 01 0908 (S TRANSM TTED TO (H)

04/ 02/ 01 0908 (S) VERSI ON: SB 143

04/ 03/ 01 0820 (H READ THE FI RST TI ME -
REFERRALS

04/ 03/ 01 0820 (H) &G, RES, FIN

04/ 10/ 01 (H) Q&G AT 5:00 PM CAPI TOL 124

W TNESS REG STER

SENATOR JOHN TORGERSON

Al aska State Legislature

Capi tol Building, Room 427

Juneau, Al aska 99801

POSI TI ON  STATEMENT: Testified as the sponsor of SB 164; as
chairman of the Senate Resources Standing Conmttee, presented
t he sponsor statenent for SB 143 and answered questi ons.

M CHAEL J. HURLEY, Governnent Rel ations

North Anerican Natural Gas Pipeline G oup

601 West 5th Avenue, Suite 500

Anchor age, Al aska 99501

POSI TI ON STATEMENT: Testified in opposition to SB 164 because
it limts routing options; answered questions.

W LDA ROCDMAN, St af f

to Senator Cene Therriaul t
Al aska State Legislature
Capi tol Building, Room 121
Juneau, Al aska 99801

HOUSE O&G COW TTEE - 5- April 10, 2001



POSI TI ON STATEMENT: Presented SSSB 76 on behalf of Senator
Therriault, sponsor.

WLLIAM G BRITT, JR, Pipeline Coordinator

O fice of the Conm ssioner

Department of Natural Resources (DNR)

411 West Fourth Avenue, Second Fl oor

Anchor age, Al aska 99501-2343

POSI TI ON STATEMENT: Testified in support of SSSB 76; testified
on SB 143 that clarification of the DNR s authority 1is
beneficial, but expressed concern about the sunset clause in
Section 2.

STEVEN JONES, Manager

Trans- Al aska Pi peline System (TAPS) R ght-of-Way Renewal
Al yeska Pi peline Service Conpany

1835 Sout h Bragaw Street

Anchor age, Al aska 99512

POSI TI ON STATEMENT: Testified in support of SSSB 76.

SENATOR DRUE PEARCE

Al aska State Legislature

Capi tol Building, Room 119

Juneau, Al aska 99801

PCOSI TI ON STATEMENT: As vice chair of the Senate Resources
Standing Conmttee, presented the sponsor statement for CSSB
156(RES) and clarified the intent of page 2, lines 21-26.

CAROL CARROLL, Director

Di vi sion of Support Services

Department of Natural Resources (DNR)

400 WI I oughby Avenue, Fifth Fl oor

Juneau, Al aska 99801-1724

POSI TI ON  STATEMENT: Testified on behalf of the DNR and the
adm nistration in support of CSSB 156(RES).

JUDY BRADY, Executive Director

Al aska O 1 and Gas Association

121 West Fireweed Lane

Anchor age, Al aska 99503

POSI TI ON  STATEMENT: Testified in support of CSSB 156(RES);
asked about intent on page 5, |ines 21-26.

ACTI ON NARRATI VE

TAPE 01-27, SIDE A
Number 0001
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VICE CHAIR HUGH FATE called the House Special Comrittee on Ol
and Gas neeting to order at 5:30 p.m Menbers present at the
call to order were Representatives Fate, Dyson, Chenault, and
Joul e. Representatives Quess, Qgan (via teleconference), and
Kohring joined the neeting as it was in progress.

SB 164 - NO GAS PI PELI NE OVER BEAUFORT SEA

[ Cont ai ns discussion relating to HB 83]
Number 0100

VICE CHAIR FATE announced the first order of business, SENATE
BILL NO 164, "An Act prohibiting | eases under the Right-of-Wy
Leasing Act on state land in or adjacent to the Beaufort Sea

and providing for an effective date.”

Number 0120

VICE CHAIR FATE requested a notion to adopt the proposed
commttee substitute (CS), Version J [22-LS0809\J, Chenoweth,
4/5/01], as a work draft. [Representative Chenault subsequently
said "yes," which was taken as a nption; no objection was
stated, and Version J was treated as adopted.]

VI CE CHAIR FATE explained that on page 2 of Version J, |anguage

was added on lines 17-25. However, an anmendnent was needed on
page 3, lines 7-11, subparagraph (B), to renove |anguage
regarding capacity that doesn't fit in the bill in this

particul ar area.

[ Adopted as a work draft at the 4/2/01 hearing on HB 83 was a
proposed CS, Version L; the original HB 83 had been gutted and
had | anguage from SB 164 put into it, and Version L retained the
enpl oynment | anguage and | anguage dealing with pipeline capacity.
Senator Torgerson, sponsor of SB 164, had testified at the
4/ 2/ 01 hearing on HB 83, indicating he had no problem with the
enpl oyment wording, but felt the pipeline capacity |anguage did
not fit in the bill. Therefore, when SB 164 was to be heard by
the House Special Committee on Ol and Gas, a new proposed CS
ordered by the conmttee was to include the enploynent |anguage
fromVersion L of HB 83, but not the capacity |anguage; however,
the resulting proposed CS for SB 164, Version J, mstakenly
i ncl uded the capacity | anguage. ]

Number 0400
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SENATOR JOHN TORCGERSON, Al aska State Legislature, came forward
to testify as sponsor of SB 164. He expl ained that the thrust
of SB 164 is to elimnate the "over-the-top" [gas pipeline]
route, rather than to talk about [pipeline] capacities. The
bill talks about elimnating a choice by naking the legislative
finding that [the "over-the-top" route] isn't in the best
interests of the state because it wouldn't include val ue-added
uses, for exanple. Referring nenbers to subparagraph (A) [page
3], Senator Torgerson enphasized that the capacity question just
doesn't fit within the context of the bill

Number 0545

REPRESENTATI VE DYSON noved to adopt a conceptual anendnent to
Version J, page 3, "taking out (A) on line 4, and ... everything
from line 7 through line 12." There being no objection,

conceptual Anmendnent 1 was adopt ed.

[A nmotion to nove the bill from commttee was mnade, but was
w thdrawn in order to hear testinony.]

Number 0709

M CHAEL J. HURLEY, Covernnent Relations, North American Natural
Gas Pipeline Goup, came forward to testify, noting that
commttee nmenbers had his witten testinony. He enphasi zed the
group's opposition to the bill, saying it is inappropriate at
this point to be taking options off the table.

Nunmber 0796

REPRESENTATI VE CHENAULT asked whether 1ooking at alternative
routes is a requirenent of the FERC [Federal Energy Regul atory
Comm ssion] or sonething that the group has decided to do on its
own.

MR. HURLEY specified that a section in the U S. regulations, 18
C.F.R 380.12, sets out the requirenments for an application to
the FERC Section 12 of 18 C.F.R 380 outlines one of the
appendices required for a filing, which includes an alternative
anal ysis and specifies that it nust |ook at alternative costs,
environnental inpacts, and so forth.

Number 0934
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REPRESENTATIVE OGAN said right now there is no pipeline;
therefore, [the legislature] is choosing a preferred route. He

added that Congress already has chosen a route. He suggested
that the policy call is simlar to whether the State of Al aska
wants to invest in "fast ferries" or a road out of Juneau. It

isn't prohibiting sonething that already exists, he said, but is
maki ng a policy call regarding the route.

MR. HURLEY restated his belief that it is premature for anyone
to make those kinds of determnations before having the
i nformation.

VICE CHAIR FATE asked whether there were questions of WIIliam
Britt, Jr., Pi peline Coordinator, Depart ment of Nat ur al
Resources, who was on tel econference; none were offered.

Nunmber 1168

REPRESENTATI VE DYSON nmade a notion to nove HCS for SB 164,
version 22-LS0809\J, Chenoweth, 4/5/01, as anended, out of
commttee with individual recommendations and the zero fiscal
not e. There being no objection, HCS SB 164(0&5 was noved out
of the House Special Conmttee on Ol and Gas.

SB 76 - RI GHT- OF-WAY LEASI NG ACT

VI CE CHAIR FATE announced the next order of business, SPONSOR
SUBSTI TUTE FOR SENATE BILL NO 76, "An Act relating to the
Al aska Ri ght-of -Way Leasing Act; and providing for an effective
date."

Nunber 1258

WLDA RCDVAN, Staff to Senator Gene Therriault, Al aska State
Legi sl ature, presented SSSB 76 on behalf of Senator Therriault,
sponsor, explaining the changes it mekes to the 1972 Al aska
Ri ght - of -WAy Leasing Act. In Section 1, it increases the
maxi num term of right-of-way |ease renewals from the current 10
years to 30 years; this changes the length of ternms for renewal s
only, not the length of the original |ease terns. Ther ef or e,
the renewal process for pipelines with |eases that expire in
2004, including the Trans-Al aska Pipeline System (TAPS), wl|
proceed uni nterrupted.

M5. RODMAN reported that Section 2 places in statute a provision

allowing for the extension of |eases under their existing terns
if the | essee has applied for renewal but the terns of the |ease
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are still under negotiation on the date of expiration. She
expl ai ned that the | anguage proposed in AS 38.35.110 states that
the lease will be continued until the conm ssioner issues a
final determ nation on renewal.

M5. RCODVAN noted that Section 3 requires |essees under new and
renewed right-of-way l|eases to reinburse the state for costs
associated wth nonitoring the operation, naintenance, and
term nation of pipelines. Under current statute, they reinburse
for costs associated wth the nonitoring of construction. This
adds operation, maintenance, and termnation, which M. Rodman
said she understands to be the status quo, witten into
i ndi vidual |eases and contracts currently; therefore, this just
puts into statute what is al ready bei ng done.

Nunmber 1385

M5. RODMAN explained that Section 4 anends the definition of
"state land" for purposes of the Alaska Right-of-Wy Leasing
Act . She said in talking to Bill Britt, state pipeline
coordinator for the Departnment of Natural Resources (DNR), this
is nore a preventive neasure than to address a current
situation. She said as M. Britt explains it, if the state were
to purchase a highway easenent across private property under the
current terns of the Act, prospective pipeline owers would have

to apply for a |lease under the Act. However, the DNR doesn't
have authority for a Departnent of Transportation and Public
Facilities easenent. Therefore, this restricts the definition

of "state land" to say that pipeline owers only have to apply
for a right-of-way permt over lands in which the state has
sufficient interest to grant the right-of-way | ease.

M5. RODMVAN turned attention to Section 5, noting that it allows
for existing pipeline |leases to be anended, upon request, to
incorporate the new provision for renewal periods of up to 30
years; she reiterated that this applies to the renewal period
only.

Number 1529

WLLIAM G BRITT, JR, Pipeline Coordinator, Ofice of the
Comm ssioner, Departnent of Natural Resources, responded via
tel econference to a question by Representative Dyson. He said
the bill is a good idea. He also indicated the DNR has worked
with Senator Therriault's office as well as wth the TAPS owners
to craft |anguage that they all support.
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Nunmber 1580

STEVEN JONES, Manager, Trans-Alaska Pipeline System (TAPS)
Ri ght - of -\Wy Renewal, Alyeska Pipeline Service Conpany, cane
forward to testify on SSSB 76. Voi ci ng support for the bill
M. Jones concurred wth M. Britt's coment that this
represents a joint effort to work out |anguage on what are
basically sonme adm nistrative changes to the Al aska Ri ght-of-Wy
Leasi ng Act.

VICE CHAIR FATE asked whether there were any questions; none
were offered.

Number 1611

REPRESENTATI VE DYSON made a notion to nove SSSB 76 from
commttee [with individual reconmendations and an indeterm nate
fiscal note]. There being no objection, SSSB 76 was noved out
of the House Special Conmittee on G| and Gas.

SB 156 - BEST | NTEREST FI NDI NG UNDER AK LAND ACT

TAPE 01-28, SIDE A
Number 0047

VI CE CHAIR FATE announced the next order of business, CS FOR
SENATE BILL NO 156(RES), "An Act anending the Al aska Land Act
to clarify the requirenent of a single witten best interest
finding required for the sale, |ease, or other disposal of state
land or resources or an interest in them and relating to
certain disposals involving nultiphased devel opnent; and
providing for an effective date."”

Nunmber 0081

SENATOR DRUE PEARCE, Alaska State Legislature, presented the
sponsor statenment for SB 156, noting that the bill was
i ntroduced by the Senate Resources Standing Conmittee [of which
she is vice chair]. She explained that the bill anends the
Al aska Land Act to clarify the requirenent that the Departnent
of Natural Resources (DNR) prepare a single witten best
interest finding for nmultiphase devel opnent projects.

SENATOR PEARCE provi ded sonme history. In 1994, the legislature
passed SB 308 in reaction to a series of decisions by the Al aska
Suprenme Court concerning what the court characterized as DNR s
"phasing” of its review of various mning and oil and gas

HOUSE O&G COW TTEE -11- April 10, 2001



projects; that bill explicitly allowed project phasing and
precisely defined the scope of the best interest finding
determ nation. At the time, the legislature was aware that the
post - di sposal phases - expl oration, devel opnent, and
transportation - would be subjected to nunerous federal, state,
and | ocal | aws, as well as regqul ations, poli cies, and
ordi nances; would be reviewed by nunerous agencies; and woul d be
subj ect to public review and comment.

SENATOR PEARCE explained that while the legislature did intend
that there would be a detailed review of the project at any
| ater phase, the legislature did not intend that the DNR woul d
have to issue another best interest finding as part of that
revi ew. However, the Al aska Suprene Court recently declared
that the DNR is obliged, at each phase of devel opnent, to issue
an entire best interest finding relating to that phase before
t he proposed devel opnent may proceed.

SENATOR PEARCE told nenbers [CSSB 156(RES)] is intended to mnake
it clear that, first, no other best interest finding is required
after the disposal phase; second, the best interest finding
shall be based wupon known information or information nade
available to the director, even if all potential cunulative
i npacts of the project are not known; and, third, public notice
and the opportunity to conmment shall be provided at each phase
of an oil and gas project. The intent is that the phases
subject to this notice are exploration, developnment, and
transportation. She noted that the Division of Ol & Gas (DNR)
had testified before the Senate Resources Standing Commttee
that the adm nistration is in support of the bill

Nunmber 0336

SENATOR PEARCE pointed out that beyond the tine required to
devel op a best interest finding at every phase of a project, the
best interest finding also could be costly. A typical best
interest finding for a |ease disposal, for exanple, costs the
Division of Gl & Gas approximately $75,000; this doesn't
include costs for other agencies such as the Departnent of
Environnental Conservation (DEC) or the Al aska Departnent of
Fish & Gane ( ADF&G) .

SENATOR PEARCE said although the division has never issued a

best interest finding for an exploration well, it estimtes a
m ni rum cost of $50,000; with approximtely 15 wells planned for
t he 2000-2001 drilling season on state |land, the division would

have spent an extra $750,000 if required to do a best interest
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finding for each well. Al though the division hasn't estinmated
the cost for doing a best interest finding for the devel opnent
phase, it would likely be at least as expensive as for an
expl oration well.

SENATOR PEARCE i nformed nenbers that present to answer questions
was Patrick Coughlin, special counsel to the Senate Resources
St andi ng Conmittee, who had experience working with the division
when SB 308 was passed. She noted that Jim Eason, forner
Division of Gl & Gas director, had worked on SB 308, as had Ken
Boyd, director of the division at the tinme, who had brought the
problem [to the attention of the Senate Resources Standing
Commttee] last fall before he left the division.

Nunmber 0583

CAROL  CARROLL, Di rector, Division of Suppor t Servi ces,
Departnent of Natural Resources, cane forward on behalf of the
DNR.  She advised the comrmittee that the adm nistration supports
this bill and agrees there should be only one best interest
finding, at the disposal phase when doing a disposal. She noted
that the DNR does a prelimnary best [interest] findings and
gives the public many opportunities to participate before the
findings and the disposal are finalized.

M5. CARRCLL pointed out that the bill provides that in order to
phase oil and gas activities, post-disposal phases also nust be
subject to public notice and participation. Furthernore, the
DNR believes [the bill] requires the Dvision of Gl & Gas to
pronul gate regulations in order to provide to the public both
notice and the neans to participate. Ms. Carroll noted that
online to answer technical questions was Bill Van Dyke from the
Division of Gl & Gas.

Nunber 0720

REPRESENTATI VE OGAN asked why the zero fiscal note [from the
DNR] doesn't reflect a cost savings.

M5. CARROLL answered that it reflects what the DNR i s doi ng now,
which is what is stated in the bill. She explained that as a
result of the court case in the year 2000, the departnent had
not yet started doing best interest findings for each phase of
devel opnment; therefore, there is no fiscal inpact.

Nunmber 0848
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JUDY BRADY, Executive Director, Alaska Ol and Gas Association
(AOGA), testified via teleconference in support of the bill,
noting that AOGA had testified on the Senate side as well. She
characterized this as an inportant step forward to make clear
what the legislature has always intended regarding the best
i nterest findings.

M5. BRADY said AOGA continues to struggle with the |anguage on
page 5, lines 21-26, however. She expressed the need to assure
the public and to ensure there are public notice and comment
al lowed for major changes regarding major phases of oil and gas

devel opnent . She expressed her wunderstanding that under that
| anguage, if there is an oil and gas project outside of coasta
zones, the DNR wll [promulgate] regulations so that those

phases that normally would be noticed under the Al aska Coast al
Managenment Plan (ACMP) programw || be noticed instead by DNR

M5. BRADY continued, offering that [AOGA s] experience wth
| anguage invol ving public notice and regulations in the past has
been that if there is any possible way to msconstrue the
| anguage, sonmeone will do so. She said [ACGA] is trying to work
now with the offices of Senator Pearce and Senator Torgerson
[chair of the Senate Resources Standing Conmttee] to ensure
that everyone's wunderstanding is clearly reflected in the
| anguage J[of the bill]. She indicated those efforts are
cont i nui ng.

Number 1054

SENATOR PEARCE suggested there is no need to change the
| anguage, but said her own intent, as the bill is passed on the
House floor, is to read into the record the intent just stated
by Ms. Brady, along with "the best interest findings intentions”
that she herself had stated. She clarified that the intent of
the paragraph [page 5, lines 21-26] is to make sure that there
is public notice; it wll either be given pursuant to the
coastal zone nanagenent program or pursuant to the regul ations
adopted by the departnment [DNR], but will not inpose additional
wor k under the coastal zone nanagenent program

SENATOR PEARCE reiterated the intent of streanmlining the
process, as was intended with [SB] 308 in 1994. In response to
Vice Chair Fate, she specified that she wouldn't provide a
letter of intent but would just provide a statenment on the House
fl oor when the bill passed.

Number 1157
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REPRESENTATI VE OGAN asked whether it would be appropriate to add
| anguage to the "purpose” section of the bill, to provide
clarification.

SENATOR PEARCE said no. She explained that the |anguage had
been worked in every direction possible, and the nore words
there were, the nore confusion would exist and the nore words
there would be for a third party to try to decide what [the
| egi slature] intended. She reiterated her preference of stating
on the House floor what the bill does and doesn't do.

M5. BRADY, in response to Representative Ogan, said she thinks
Senator Pearce's reading the intent into the record would go a
long way towards clarifying it to the court, any other party,
and the agencies. She agreed with Senator Pearce that "we have
been struggling with |anguage and so far have not conme up wth

any brilliant solutions." In further response, she highlighted
the dilemma: Alaska has a dual set of regulations, through the
ACMP process and the agencies as well; in fact, on the North

Sl ope, | ocal borough regulations are also overriding. There is
al nrost no way to make that clear in the statute itself.

REPRESENTATI VE OGAN suggested perhaps the commttee should
di scuss the supreme court's "clear statement doctrine"” rulings
and | ook at perhaps incorporating |anguage into sone bills that
give the adm nistration the ability to interpret regul ations.

Nunber 1521

SENATOR PEARCE stated that there is a very clear interest on the
part of the Senate Resources Standing Committee to nmke sure
there is pubic notice; part of the reason the commttee had
struggled over this paragraph [on page 5] was to make it clear
that there is to be proper public notice, but not to have it

fall under two different regulatory reginmes - the coastal zone
managenent program and the areas outside of that, both of which
the [statutory] | anguage nust fit when regulations are

pronul gated. Therefore, the intent is to have public notice be
pursuant to one or the other, and not to inpose any additional
wor k under the coastal zone nanagenent program

Nunmber 1583
REPRESENTATI VE OGAN recalled that the Cook Inlet areaw de | ease

sale went through perhaps the nobst extensive public process in
the state's history, after which the governor created the
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"stakehol ders' group” and opened it up to another process that
was, in sonme people's mnds, outside the scope of the statutes
and regul ati ons. Noting that the departnment has testified in
favor of this bill, he asked whether the bill wuld affect
sonething |li ke the additional public process in that instance.

SENATOR PEARCE responded that she herself was "one of the nost
vocal detractors” of that stakehol ders' process, not because she
didn't think it was useful to have people get together to talk
through the questions and concerns, but because she believes
there was no statutory authority to i ncor porat e t he
recommendations from that process into regulations, for exanple.
If one good thing cane out of the stakehol ders' process, she
said it was a clear understanding by sone concerned people that
even if SB 308 was being inplenmented, there would still be the
right to public coment at every step.

SENATOR PEARCE explained that when there is a |lease sale, the
successful conpany brings a proposal for an exploration well,
after which there is another opportunity for public comment
during the permtting process. Under CSSB 156(RES), there would
not be another best interest finding, but would be public

conment . She stated her belief that menbers of the
st akehol ders' group who represented the comercial fisheries in
Cook Inlet, in particular, had felt nore confortable with the
areawi de lease sale after realizing they wuld have the
opportunity for public conment at every step. Noting that it
was the "environmental community" opposing the |ease sale, she
suggested it is inportant to have the language in the bill that

tal ks about the public process "because that's how we've hel ped
ot her users reach a confort |evel."

Nunber 1798
REPRESENTATI VE OGAN asked whether Senator Pearce believes the
bill will help to mtigate future "stakehol der-group-type
scenari os."

SENATOR PEARCE replied, "W do not have any power over whether
or not the third floor decides to pull together another
st akehol der group; as a matter of fact, | would say that the
pi peline council that they put together is sonewhat the sane."”

VICE CHAIR FATE asked whether there was further testinony or
di scussi on; none was offered.

Number 1851
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REPRESENTATI VE DYSON nade a notion to nove CSSB 156( RES) out of
commttee with individual recommendations and the attached zero
fiscal note. There being no objection, CSSB 156( RES) was noved
out of the House Special Commttee on Ol and Gas.

SB 143 - RI GHT- OF- WAY LEASI NG ACT: APPLI CATI ON COST

Nunmber 1890

VICE CHAIR FATE announced the final order of business, SENATE
BILL NO 143, "An Act authorizing the Departnent of Natural
Resources to enter into agreenents with a person or persons
desiring to owmn an oil or natural gas pipeline proposed to be
| ocated on state land for the purposes of providing for paynent
of the reasonable costs incurred in preparing for activities
before receipt of an application under the Al aska Right-of- Wy
Leasing Act and for activities relating to the processing of an
application under that Act; and providing for an effective
date."

Number 1930

SENATOR JOHN TORCGERSON, Al aska State Legislature, came forward
as the chairman of the Senate Resources Standing Committee,
sponsor of SB 143. He explained that under current Al aska | aw,
the state cannot start charging for applications costs on right-
of-way leasing for pipelines until after an application is
actually filed. Therefore, SB 143 says the departnent can enter
into a menorandum of wunderstanding wth pipeline owners or
producers during the preapplication period, for exanple, to put
a pipeline in and then collect the costs of the assessnents
until the application is filed.

SENATOR TORGERSON infornmed nenbers that this is in response to

the $10 nmllion fiscal note from the governor's office for
pi peline work that [the governor] wants to do this next year.
He characterized it as a "pay-as-you-go" bill, noting that its

sunset date of Decenber 31, 2003, could be extended easily, if
so desired; he cautioned, however, against having these pipeline
agreenents cone before [the |legislature] "forever."

Number 2050
WLLIAM G BRITT, JR, Pipeline Coordinator, Ofice of the

Comm ssioner, Departnent of Natural Resources (DNR), testified
via teleconference, explaining that the DNR fairly routinely
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enters into agreenents for reinbursenent of preapplication
costs. He noted that he is in the process of working with both
the producers and Foothills [Pipe Lines Ltd.] to craft such
agreenents for the gas pipeline. Acknow edging that there is
sonme di sagreenment over whether the DNR has existing authority to
do so, he said clarifying the existence of that authority is
certainly beneficial.

MR. BRI TT expressed concern, however, that the sunset clause in
Section 2 has the potential of precluding [the DNR] from doing
what it has routinely done, and what appears to be good policy
for the state, after Decenber 31, 2003. He agreed with Senator
Torgerson that [the sunset date] is not difficult to undo, but
said the existing standard operating procedure within the DNR s
Pipeline Coordinator's office of seeking reinbursenent prior to
an application - as well as the rest of the bill, which
indicates the DNR has the ability to do so - appears to be good
public policy that should not expire on that date.

Nunber 2141

REPRESENTATI VE OGAN responded, saying it seens the idea of the
sunset date is to set a tineline for this particular proposed
project to conme to fruition. He brought attention to the |arge
anount of gas available in the Lower 48. He said perhaps having
a deadline expresses the legislature's intent to expedite [the
pi peline]; the longer [Al aska] waits, the nore gas wells wll be
drilled [el sewhere] and the less likely it is that the project
will be built.

REPRESENTATI VE OGAN al so suggested the sane argunent could be
used regarding this project that has been used about an LNG
[liquefied natural gas] project, since this [proposed gas]
pi peline would be nore than 2,000 mles long, into a market that
already has a lot of gas that is closer and cheaper to devel op.
He said tine is of the essence, which is the nessage that he
bel i eves the sunset date sends.

SENATOR TORGERSON replied that it is part of it; he believes,
however, that if the departnent s <charging people for
preapplication costs, it is currently against the |law. He noted
that Foothills [Pipe Lines Ltd.] has an application in, even if
it is an old one. He stated:

| know [they] entered into an agreenent with Alyeska

on renewal of that pipeline, but you could argue that
there's been enough correspondence, although not
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necessarily an application in witing, C to
certainly say that that was the intent, to go forward
with that .... | think we all know they' re not going
to pick that pipeline up and leave in three years when
their renewal is up. But the law clearly states that
you cannot start charging until ... an application is
filed.

Il'"'m not here to pick on what they have done in the
past, but as far as the gas line is concerned, ... and
t he anount of noney that's being asked for us to spend
upfront on this gas line, | believe the producers
should pay for it. Anything that's reinbursable

Wi thin regular business terns that we have done in the
past, they should pony up the noney as they go al ong.
And that's what the intent of this bill is.

And in any event, a lot of this stuff is after the
application is filed; there's a "look-back" period
where you can ... charge the noney that you' ve already
spent on a preapplication, but it'd only be on one
route. Now, we can all assune that we have one route,
but we also know there's |ooking at other routes; and
| certainly hope that they don't pick one in
particular, but there are ... other routes that
they're looking at, ... and | don't know if we're
going to spend the noney on it or not. But, in any
event, if we do, we ought to get paid back, or paid in
advance, and this bill calls for that.

VICE CHAIR FATE thanked Senator Torgerson and asked whether
there was further testinony; none was offered.

Number 2359

REPRESENTATIVE JOULE nmade a notion to nove SB 143 out of
commttee with individual recomendations and attached fiscal
not es. There being no objection, SB 143 was noved out of the
House Special Commttee on Ol and Gas.

ADJ QURNVENT
There being no further business before the commttee, the House

Special Commttee on Ol and Gas neeting was adjourned at 6:27
p. m
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