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ACTI ON NARRATI VE

TAPE 02-21, SIDE A
Number 0001

VICE CHAIR FATE called the House Special Committee on G| and
Gas neeting back to order at 9:15 a.m Represent ati ves Fate,
Dyson, Chenault, and Kohring were present at the call back to
order. [For mnutes on the overview regarding oil and gas
incentives, see the 8:06 a.m mnutes for this date.]

HB 302- ALASKA GAS CORPORATI ON

[ Cont ai ns di scussion of HB 410]
Nunmber 0027

VICE CHAIR FATE announced that the commttee would hear HOUSE
BILL NO 302, "An Act establishing the Alaska Gas Corporation, a
public corporation, and providing for its structure, nmanagenent,
responsibilities, and operation, and requiring the devel opnent
of a project plan to evaluate whether construction and operation
of a natural gas transmi ssion pipeline project by the
corporation is feasible."
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VICE CHAIR FATE infornmed nenbers of his intention, because of
the critical need to expedite a gas pipeline, to nove the bill
fromcomittee that day.

Nunmber 0059

REPRESENTATI VE JI M WH TAKER, Al aska State Legislature, sponsor
acknowl edged that HB 302 is controversial because it enbodies
both constitutional and philosophical issues. He said his
intention that norning wasn't to dwell on those broad issues,
however, but on an initiative [lnitiative O1GSLN, the "All-
Al askan Gasline Initiative"] that probably will be placed on the
next ball ot.

REPRESENTATI VE VWH TAKER explained that the initiative troubles
him because it is route-specific regarding an Al askan gas
project, restricting the route to one that goes from the North
Sl ope to Val dez, which [would require] conversion of natural gas
to liquefied natural gas (LNG. However, that isn't the
preferred alternative of many of the players. He suggested it
woul d be foolish of the legislature to allow such a significant
nmuddyi ng of the waters.

Nunmber 0278

WLSON L. CONDON, Comm ssioner, Departnent of Revenue (DOR),
cane forward to testify. He explained major differences anong
HB 302, the proposed initiative, and HB 410, sponsored by [the
House Special Commttee on Ol and Gas, which is chaired by]
Representative Qgan. First, HB 302 is available for whatever
project will work best for taking North Slope gas to market; by
contrast, the initiative and HB 410 both restrict the activity
of the organization they would establish to the pronotion and
devel opnent of a project that would take gas to Prince WIIliam
Sound, turn it into LNG and market it sonewhere. Second, there
is no "target date" in HB 302, whereas the initiative and HB 410
both have the objective of getting gas to market by 2007, which
has consequences regardi ng what nust be done right now.

COW SSI ONER CONDON explained the third difference. Under HB
302, responsibility for the upfront feasibility studies that a
publicly owned project would require are assigned to the Joint
Committee on Natural Gas Pipelines; consequently, the DOR s
[zero] fiscal note for HB 302 is very different fromthat for HB
410, since the departnment has read both the initiative and HB
410 to put that responsibility on the DOR until a corporation is
actually set up and functioning. "W were concerned about the
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2007 date as a target date for conpleting the project, which
necessarily neans you need to plan to spend lots of noney

relatively soon, in our judgnent,” he explained. " Under
Representative Witaker's bill, that judgnent's really left in
the hands of the joint conmittee, and the responsibility of
getting that work done - or at least getting it started - is

assigned to them"

COW SSIONER CONDON referred to Representative \Witaker's
mention of possible constitutional controversy and said, "I
don't think that we're disobeying the comuand of t he
constitution in terns of the way we're conducting ourselves
right now, but that's a philosophical discussion that we don't
need to get into."

Nunmber 0636

REPRESENTATI VE DYSON brought attention to a paragraph in the
anal ysis section of the DOR s fiscal note that begins, "Because
a legislative commttee would pay for and manage the feasibility
study ...." He asked which commttee that refers to.

COWM SSI ONER CONDON clarified that it is the Joint Comrittee on
Nat ural Gas Pi peli nes.

Nunmber 0686

VICE CHAIR FATE requested that Representative Witaker discuss
the prospect of a legal challenge regarding the simlarities of
HB 302 and the [initiative].

REPRESENTATI VE WHI TAKER deferred to Jack Chenoweth, who had
provi ded the |egal opinion [a menorandum dated January 21, 2002]
contained in the bill packet.

Number 0760

JACK CHENOWETH, Assistant Revisor of Statutes, Legislative Legal
Counsel, Legislative Legal and Research Services, Legislative
Affairs Agency, cane forward to testify, noting that he was both
the drafter of HB 302 and the author of the opinion referenced
by Representative Witaker. Wth regard to the simlarity
between the bill and the initiative, M. Chenoweth said he's
assuming, as the sponsor is, that the signatures have been
counted and are sufficient, and that the initiative is certified
for the Novenber general-election ballot. He pointed out that
whether a bill passed by the legislature displaces an initiative
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is a matter for the |ieutenant governor to decide; it isn't a
deci sion that he or the |egislature can nake.

MR. CHENOWETH then explained that in the witten opinion he'd
provided, he'd tried to identify what he regarded as the
significant differences between HB 302 and the initiative, and
to discuss them in terns of whether they are so significantly
different that the |ieutenant governor necessarily would have to
say they are not substantially the sane. He told nenbers that
he doesn't think any of the points identified by either hinself
or Commi ssioner Condon, in his testinony, necessarily conpel a
conclusion that the two are not substantially the sane. He went
on to say:

| think the |lieutenant governor could find that
adoption of a bill in this form or substantially
simlar to it, 1is substantially the same as the
initiative, as presented, and could displace the
initiative from the Novenber ballot if this bill is
enact ed.

| realize that there are differences in the magnitude
and the direction of the project as described in the
initiative from what is described here in the bill.
But | think that's a function of time and the passage
of time and of activity taking place outside of
Al aska, particularly in the Congress. And | think

that ... you, the legislature, have Ilatitude to
develop a bill, with an eye on the initiative, ... and
that you have a lot of latitude as you develop that
bill.

Number 0920

MR. CHENOWETH pointed out that discussed in his nenorandum is
the leading case in this area, Warren v. Boucher, which is about
25 years old. He brought attention to the first two full
paragraphs on page 3 of the nenpb, noting that these are the
significant ones and "generally point to the fact that if the
subject matter is very technical, very large in size, then the
| egi slature has nore latitude to shape |egislation and have that
| egi slation accepted as being substantially the sanme as the
initiative as presented.” He further said:

| think that this is a very good exanple of where the
| egi slature does enjoy that kind of ... [latitude.
Thi s i's a pr oj ect t hat, accordi ng to t he
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admnistration - at l|east, according to a bill that
they have submitted - asks for the perm ssion for the
Al aska Railroad Corporation to issue as nuch as $17

billion of financing to support ... a gas |ine project
that runs down ... from Prudhoe Bay to the Interior,
and then out ... to connect to the donestic North
American transportation system And that is ... large
by anyone's ... neasure.

The remaining portions of the bill that go to other
guesti ons about structuring t he cor poration,
confirmng the nenbers of the board, and things of
that sort, | think, are secondary issues. | do think

that as you take a |l ook at how you're going to support
efforts to bring gas to market, that you are in a
position to make a decision as to where it is likely
going to be marketed, and draw your legislation
accordingly.

And | think that ... the lieutenant governor could
find that ... your end product is substantially the
sane as the initiative, and displace the initiative
from the Novenber general-election ballot. ' m not
saying she wll; 1'm saying that there's nothing
that's in this bill that ... <conpels her to do
ot herw se.
Nunber 1070
REPRESENTATI VE DYSON surm sed that the authors of the initiative
will not be pleased to have it renoved from the ballot and
therefore will challenge this in court. He asked: If the
| i eut enant governor were to rule that this bill supersedes the

initiative, what would the tinmefrane and process be under which
a court chall enge coul d be brought?

MR. CHENOWETH noted that the statutes weren't in front of him
but recalled that an action would have to be comrenced in
superior court within 30 days after a final determ nation of the
| i eut enant gover nor.

Number 1156
REPRESENTATI VE DYSON asked whether the court is mandated to give

its decision within a tinme that would allow the [initiative] to
be placed on the ballot.
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MR. CHENOWETH repli ed:

Not that | know of. And in fact, if it's a close
question, if it turns out that the |ieutenant governor
says that whatever bill is passed does displace the
initiative and ... the sponsors of the initiative
don't |ike that decision and challenge it - ... and I
can concede that they mght be able to present the
argunents and nake it a close question - ny sense is
that the court probably would put a hold on the
| i eutenant governor's decision, ... if they couldn't
determine this in advance, ... and allow it to go on
the ballot and sort it all out later on. If they
eventually decide that Lieutenant Governor U ner's
decision to displace the initiative was correct, the
results would be set aside. [If they decide that there
are points that she didn't consider properly, and that
she should have allowed it to be on the ballot, the
results would stand as certified.

Nunmber 1260

REPRESENTATI VE DYSON noved to report HB 302 from commttee with
i ndi vidual recomrendations and the "interesting" zero fiscal
not e.

VI CE CHAIR FATE asked whether there was any objection. [ There
was no audi bl e response, but Representative Kohring raised his
hand] .

Nunmber 1283

REPRESENTATI VE KOHRI NG expl ai ned that his objection regards the
state governnent's getting i nvol ved in t he potenti al
construction of a gas pipeline; he said he assunes this would be
a forerunner to that. He acknow edged the sponsor's intent in
part to preenpt a ballot initiative, but suggested the
| egi slature shouldn't be too preoccupied wth that. He

i ndi cated he doesn't believe having a governnent-constructed and
gover nnment -owned pipeline is the proper way to go. He expanded
on his expl anati on:

| just philosophically disagree with the issue of
building a pipeline, and if you could point to the

past hi story of governnent's i nvol venent of
constructing and owing and nmaintaining capital
projects, you'll see that we have a very poor track
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record. ... | point to things |like the Seward grain

termnal, the Point MacKenzie dairies in ny area,
[the] Delta barley farm project, and others. And
they've proven to be quite nassive boondoggles,
unfortunately, at the expense ... of the public, wth

their dollars that have been wasted on these projects.

And | really do appreciate the sponsor's efforts, and
| know his intent is honorable as far as trying to get
the ... gas fields developed and get dollars into the

treasury, and that's certainly a |audable goal. I
just question the wi sdom of the state being involved
in a project of this nature.

REPRESENTATI VE KOHRI NG suggested that government invol venent
should be |ooked at throughout the country, and that market
conditions should be used [as an indicator] regarding whether it

is feasible to proceed. "My fear is that we'll end up investing
billions of dollars in a gas line and the public is [going] to
end up footing the bill, whether it works or not," he added. He

requested to hear fromthe sponsor.
Nunber 1440
REPRESENTATI VE WHI TAKER replied as foll ows:

In response, we could have that broad phil osophical
debat e. |"m prepared to do that, M. Chairman, if
it's your desire to do so.

| can point out that while the state is probably not
wel|l prepared to maintain, operate, or build a project
of this nature, it 1is appropriate that the state
facilitate a project of this nature through ownership,
in much the sanme way that the state facilitates
commerce through ownership of roads, airports, and
ports. A pipeline transportation system is, at its
basis, a transportation system And it is not
i nappropriate, under any economc nodel, for the state
to own a basic transportation infrastructure.

Having said that, and not wanting to go a |ot deeper
if that satisfies the <concerns of Representative

Kohring, | would prefer to leave it there, although I
am prepared to go deeper if that is the wish of the
committee.
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Nunber 1537

VICE CHAIR FATE requested confirmation that HB 302 doesn't
demand the state's involvenent any nore than the [initiative]
woul d regardi ng construction of a pipeline.

REPRESENTATI VE WHI TAKER said it is probably I ess. He explained:

The intent of the bill is to restrict the state's
i nvol venent to ownership, in much the sane manner that
the state's involvenent in the managenent of the
permanent fund is restricted to an ownership role. I
woul d not envision a state bureaucratic entity. | do
envision a very small ownership function.

Number 1600

VI CE CHAIR FATE stated his understanding that in speaking of an
ownership function, Representative Witaker mnmeant "an equity
interest in the pipeline, in the transportation systemitself."

REPRESENTATI VE VWH TAKER responded, "Either equity or outright
ownership, and that is, the function of determnation as to the

state's ownership role will be related to any nunber of economc
anal yses. "
VI CE CHAI R FATE asked, "Wuld the corporation ... be the entity

t hat makes that determ nation?"

REPRESENTATI VE WHI TAKER sai d yes.

Nunber 1623

REPRESENTATI VE DYSON voi ced support for the bill, noting that he
al so shares Representative Kohring's reservations about public
involvenent in private enterprise. He explained that, indeed,

he thinks of this [pipeline] as transportation, and further
believes there ought to be on the table at |east a consideration
of having the pipeline be a comon carrier, which would greatly
assuage nmany mnor | easeholders' concerns about access to get

their products to narket. He said he also realizes it's
difficult for the private sector to "get all the things to the
table to ... build a project.” He nentioned the possibility

that a tax-free structure and the state's borrow ng power m ght
help to make the project nore viable.
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REPRESENTATI VE DYSON offered his belief that nmarketing LNG to
the Pacific Rm and the Wst Coast needs to be a part of whole

proj ect. He said the limted scope of the initiative and its
tendency to preclude other options is of great concern to him
however . He also said his first choice is to have a "hub"

sonmewhere in the Interior "that lets all options go forward,
depending on their economc viability."

Nunber 1736

REPRESENTATI VE DYSON told menbers that Upper Cook Inlet, the
area he represents, will have gas shortages beginning in 2009 or
2010. Unl ess there are nmjor devel oped gas sources there, the
fertilizer plant in N kiski and LNG exports will be curtail ed.
For him he said, being able to run a "stub"” line to Cook Inlet
in the future is "absolutely a nonnegotiable.” He added, "I'm
not interested in any solutions that preclude half the
popul ation of the state and the econom c devel opnent of that
area to be truncated.” He said that is another reason for his

support [of the bill].

Nunber 1783

REPRESENTATI VE DYSON offered to withdraw his notion if there
weren't enough votes to nove the bill fromcomittee.

Nunber 1803

VICE CHAIR FATE called an at-ease at 9:38 a.m He called the
nmeeting back to order at 9:42 a.m

REPRESENTATI VE KOHRI NG announced that he still had concerns
about the ultimate result of this effort, but also recognized
that without the legislation, the initiative would still exist
and could "result in even worse things." He suggested there
woul d be anple opportunity to voice concerns in other conmttees
of referral. He reiterated his concern that this legislation is
a forerunner of building a pipeline, which he believes should be
strictly market-based. He also offered his belief that if the
mar ket currently were demanding that a pipeline be built, the
i ndustry would step forth to do it.

Nunber 1866
REPRESENTATI VE KOHRING withdrew his objection, noting that he
would add his [individual recommendation to the conmttee

report].
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[ There was confusion over the existing notion; the ultinmate
result was a restating of the notion to nove the bill from
commttee with an "interesting" zero fiscal note.]

Nunber 1912

VICE CHAIR FATE asked whether there was any objection. There
being no objection, HB 302 was noved out of the House Speci al
Conmttee on G| and Gas.

ADJ OQURNVENT

Number 1926

There being no further business before the commttee, the House
Special Commttee on Ol and Gas neeting was adjourned at 9:43

a.m [For mnutes on the overview regarding oil and gas
incentives, see the 8:06 a.m mnutes for this date.]
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