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SENATE BI LL NO. 143

"An Act authorizing the Departnent of Natural Resources to enter
into agreenents with a person or persons desiring to own an oil
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 Al aska Ri ght-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 QUT 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

HOUSE BI LL NO. 159
"An Act relating to the managenent of state |land.”
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W TNESS REG STER

SENATOR JOHN TORGERSON

Al aska State Legislature

Capi tol Buil di ng, Room 427

Juneau, Al aska 99801

POSI TI ON STATEMENT: Presented SB 143 on behalf of the Senate
Resources Committee, sponsor.

CHRI STY TI BBLES, Staff

to Senator Drue Pearce

Al aska State Legislature

Capi tol Building, Room 119

Juneau, Al aska 99801

POSI TI ON STATEMENT: Spoke on behalf of the Senate Resources
Comm ttee, sponsor of SB 156.

SUSAN SCHRADER, Conservation Advocate
Al aska Conservation Alliance and

Al aska Conservation Voters (ACA/ ACV)
PO Box 22151

Juneau, Al aska 99802
POSI TI ON  STATEMENT:
opposition to SB 156.

Testified on behalf of ACA ACV in

MARK MEYERS, Director

Division of Ol & Gas

Department of Natural Resources (DNR)

550 West Seventh Avenue, Suite 800

Anchor age, Al aska 99501-3560

POSI TI ON STATEMENT:  Answer ed questions regardi ng SB 156.
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JI M EASON

8611 Leeper Circle

Anchor age, Al aska 99504

POSI TI ON STATEMENT: Cd arified issues regarding SB 156.

ACTI ON NARRATI VE

TAPE 01-36, SIDE A
Number 0001

CO- CHAIR BEVERLY MASEK called the House Resources Standing
Commttee neeting to order at 1:30 p.m Representati ves Fate,
G een, Stevens, Kerttula, Msek, and Scal zi were present at the
call to order. Representatives Mc@uire and Chenault arrived as
the neeting was in progress.

SB 143- Rl GHT- OF- WAY LEASI NG PREAPPLI CATI ON COSTS

CO CHAI R MASEK announced that the first order of business would
be SENATE BILL NO 143, "An Act authorizing the Departnent of
Nat ural Resources to enter into agreenents with a person or
persons desiring to owmn an oil or natural gas pipeline proposed
to be located 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
Ri ght -of -Way Leasing Act and for activities relating to the
processing of an application under that Act; and providing for
an effective date."

Number 0159
SENATOR JOHN TORGERSON, Al aska State Legislature, cane before

the commttee on behalf of the Senate Resources Committee,
sponsor, to give an overview of SB 143. He explained that the

bill would allow the Departnment of Natural Resources (DNR) to
start collecting fees for its pre-application work regarding
pi peline [right-of-way |eases]. Currently, people must have an

application on file before the departnent can enter into a
menor andum of agreenent.

SENATOR TORGERSON nentioned | ooking at a $10 million fiscal note
from [Governor Knowes] for work the governor wants his
adm nistration to do next year regarding the pipeline. Senat or
Torgerson told the conmttee although a lot of that would stil

be reinbursable after an application is filed, he believes it
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woul d be better to authorize [DNR] to enter into agreenents now
for pre-application work. He explained:

First of all, we're not going to be out spending noney
on things that they don't want, because they're not
going to be willing to pay for sonething unless
it's work that they actually deem necessary to have
done, or, through our negotiations, we tell them it
needs to be done.

But in any event, it Jleads to an agreenent of
under st andi ng between the parties of what work will be
done. And then, the ... producers who ... happen to

have the application or route under consideration
woul d sign the agreenent and wite us a check for the
work that we're going to do.

SENATOR TORGERSON pointed out that the bill sunsets Decenber 31,
2003. He said he doesn't necessarily want the admnistration
cutting deals on pipeline routes indefinitely. [ Legi sl at or s]
know that the subject is gas lines and are famliar with the
[ proposed] routes and the nmjor players, so there won't be any
maj or surprises in the next couple of years; however, the issue
shoul d be brought back before the legislature in order to have
better control over it, even in the pre-application stage.

SENATOR TORGERSON addressed the fiscal note, reporting that it
shows that DNR estimates at |east 50 percent of the reinbursable
cost would be captured through this agreenent; however, he
believes that nunmber would actually be nuch higher when
negotiations are made regarding which duties the state wll
perform and which studies are needed during the pre-application
st age.

Nunmber 0435

REPRESENTATI VE FATE noved to report SB 143 out of commttee with
i ndi vi dual recomrendations and the acconpanying fiscal notes.
There being no objection, SB 143 was noved out of the House
Resources Standing Committee.

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

Number 0500

CO- CHAI R MASEK announced that the next order of business would
be CS FOR SENATE BILL NO. 156(RES), "An Act anending the Al aska
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Land Act to clarify the requirement of a single witten best
interest finding required for the sale, |ease, or other disposa
of state land or resources or an interest in them and relating
to certain disposals involving nultiphased developnent; and
providing for an effective date."

Nunmber 0531

CHRI STY TIBBLES, Staff to Senator Drue Pearce, Al aska State
Legi sl ature, came before the commttee on behalf of the Senate
Resources Conmittee, sponsor of SB 156, to give a brief
overvi ew. She presented the sponsor statenent [included in the
commttee packet], which read as foll ows:

Senate Bill 156 anends the Al aska Land Act to clarify
the requirenent that the Departnent of Nat ur al
Resources prepare a single, witten best interest
finding for multiphased developnment projects. I n
1994, the legislature passed SB 308 to anend the
Alaska Land Act in response to several unfavorable
Al aska Suprene Court decisions that threatened the
state's | easi ng program

The legislation explicitly allowed project phasing and
precisely defined the scope of the best interest
finding determ nation. Since its passage, recent
court decisions have continued to threaten the program
and have concluded that the departnent is "obliged, at
each phase of developnent, to issue a best interests
finding ... relating to that phase before the proposed
devel opnent may proceed.”

Under SB 308, t he ori gi nal | egi sl ation, t he
| egislature intended that a Best Interest Finding
woul d be prepared for the first phase; the disposal
and subsequent phases would be subject to the
"departnent's approval” and to separate reviews by
extensive permtting processes that include public
i nput and scrutiny of other agencies.

The legislature did not intend "approval” to be
defined as a best interest finding determ nation as
the <courts have msinterpreted. The | egislature

intended the departnent to exercise their discretion
to inpose conditions in the best interest finding
determ nation, issued for the disposal, which would
mnimze future inpacts. Preparation of a Best

HOUSE RES COW TTEE -7- April 18, 2001



Interest Finding determnation for every phase would
be a very costly and tinme-consuni ng process.

Senate Bill 156 elaborates the |egislative findings
for phasing under the Al aska Land Act and amends AS
38.05.035 so that it is clear that the Departnment of
Natural Resources is required to issue a single
witten best interest finding for the disposal of
state | and. It also ensures the public the
opportunity to comment at the exploration, production,
and transportation phases of a project.

By clarifying the legislature's original intent, SB
156 wil | overturn t he courts' erroneous
interpretation. Senate Bill 156 provides clear
guidance to the courts regarding the legislature's
policy and will result in the avoidance of protracted
litigation and associ ated delays or disruptions of the
state's leasing program and developnment of already
| eased acreage.

M5. TIBBLES informed nenbers she was available to answer
questions, as were people fromthe Division of Gl & Gas.

Nunmber 0698

SUSAN  SCHRADER, Conservation Advocate, Alaska Conservation
Al'liance and Al aska Conservation Voters (ACA ACV), paraphrased
her witten testinony [included in the commttee packet], which
read as foll ows:

Al aska Conservation Alliance and Al aska Conservation
Voters are sister nonprofit organi zations dedicated to
protecting Al aska's envi r onnent t hr ough public
education and advocacy. Qur 44 nenber organi zations
and businesses represent over 35,000 registered
Al askans, many of whom participate in public notice
and comrent opportunities during the state's review of
devel opment projects of all types. This ability of
concerned citizens to neaningfully express their
opi nion about activities that involve the disposal of
state land or an interest in state land is a protected
ri ght under our Al aska constitution.

In essence, CSSB 156, in an effort to avoid

i nconveni ence and cost for the oil and gas industry,
significantly limts the public's ability to evaluate
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di sposals of state land. Wiy shouldn't DNR be obliged
to take a "big picture" hard |ook and issue a best
interest finding at subsequent phases of a multiphase
project that nay span six years or nore?

This legislation provides for public notice and
comment on subsequent phases through the Al aska
Coastal Managenent Program (ACMP) process for projects
within coastal districts. For projects outside of a
coastal district, the bill is unclear whether or not
DNR wi || adopt new regul ati ons. The ACMP process for
public participation is not a reasonable alternative
to a best interest finding process. The Byzantine
ACVMP process is extrenmely difficult to navigate for
any Alaskan who is not famliar with the intricacies
of state | aw.

ACV encourages conmttee nenbers, through anendnents
to SB 156, to provide DNR sonme direction as to what to
include in the new public notice and coment
regul ations the agency nmay adopt for projects not
covered by the ACW,. Unless SB 156 requires DNR to
adopt rules that truly allow Al askans a neani ngful
opportunity to eval uate subsequent phases of nultiyear
projects both within and outside of coastal districts,
ACV urges you to oppose this legislation for the
sinple reason that while it nay be in the oi
industry's interests, it clearly is not in the
public's.

Number 0961

REPRESENTATI VE FATE said the tinmeline in the permtting process
has been shortened in [SB 156]. He asked Ms. Schrader if she
believes it is not in the public's best interest to shorten the
timeline of permtting. He gave a case-in-point of the gas
pi peline, which people having been awaiting for 20 years. He
said there are other situations in which thorough public input,
"acconpanied by the rapidity of which permtting can take
place,” is in the public's best interest.

M5. SCHRADER offered that if shortening a permtting process to
make it nore efficient conmes at the expense of public comment,
it would not be in Alaskans' best interest to do so. She
indicated many states, as well as Congress, have passed |aws
that allow an opportunity for public comrent, because history
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has shown that many inpacts of a project will be overl ooked when
there is no pubic coment.

REPRESENTATI VE FATE asked Ms. Schrader if she was saying that
there is no opportunity for public input in this.

M5. SCHRADER cl arified that she was suggesting the opportunities
outlined in SB 156, particularly in the beginning where required
permts are listed, do not substitute for the type of public
comment period that is included with the best interest finding.

Nunber 1101

CO CHAIR SCALZI asked Ms. Schrader to clarify what "Byzantine"
means to her.

M5. SCHRADER answered, "Very conpl ex and convol uted. "

CO CHAIR SCALZI read that section of her witten statenent,
substituting the word "conplex" for "Byzantine." He said his
tendency would be to disagree. Havi ng served on the Coastal
Policy Council "back when [SB] 308 first canme through,” Co-Chair
Scal zi said a lot of public coment inundated the system and
overwhel ned himas a nenber. He also stated his belief that the
people who testified were well informed. He asked Ms. Schrader
to cite an exanple that would specifically outline why [SB 156]
woul d be detrinental to the public process.

M5. SCHRADER responded that she has comented, mainly regarding
| ocal and Southeast [Al aska] issues, through the ACMP process
"on consistency determ nation.” Al t hough not an attorney, she
is relatively well-versed in state | aw.

M5. SCHRADER said private citizens of Al aska who comment upon
devel opments that may inpact their businesses and nei ghborhoods
shoul dn't be required to quote statutes and regulations in their
testimony. Those who routinely coment through the ACMP process
typically are professionals famliar with the laws, or they are

att or neys. She said many of [ACAACY s] small volunteer
organi zations have to seek the advice of an attorney to assist
with the comment process through the ACWP. She believes the

best interest finding process is nuch nore user-friendly than
t he ACVP process.

Nunber 1264

HOUSE RES COW TTEE -10- April 18, 2001



CO CHAIR SCALZI noted the ACWP is made up of lay people. He
stated his belief that the input from the public was "pretty
much well-received by the council nenbers.” He said he
di sagreed with Ms. Schrader's conment.

Nunber 1300

REPRESENTATI VE KERTTULA noted that she had been the attorney for
the Coastal Policy Council at that tine and had information
about how it all canme about. She informed the commttee that

she had just checked with the Ofice of the Attorney Ceneral to
see whether there was any ethical problem w th her participating
in the hearing. She reported, "None of us believe that there
is." She then stated:

The way that |1'm understanding the bill, if the
director only has to prepare a single witten finding,
there still would have to be, before a next phase,

a chance of public notice and opportunity to comment,
and it |ooks like under regulations that are already
provided before the departnent, wunless there's a
consi stency review. Is that the way that you
understand ... the bill works?

M5. SCHRADER answered that she believed so. She stated her
belief that testinony in the Senate regarding this bil
suggested that there would be new regulations for public notice
and comments, adopted by DNR, for those projects outside of a
coastal district. In a coastal district, it would be covered by
t he ACVP.

REPRESENTATI VE KERTTULA noted that since she and Co-Chair Scal zi
were involved with the Coastal Policy Council, there have been
sone radical changes regarding how public comment is taken and
the ACMP. She asked Ms. Schrader to briefly describe how that
has changed.

MS. SCHRADER responded that she probably could not effectively
[ descri be the change], because "nmy frustration was trying to get
comments." She recounted one instance, before she served in her
present position, when she had submtted comments but had not
gquoted the correct statutes or regulations; therefore, she was
told she would have to redo her coments before they could be
consi der ed. She reiterated that she thought that was too much
to ask nost Al askans to do in their spare tine.

Number 1501
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MARK MEYERS, Director, Division of Gl & Gas, Departnent of
Nat ural Resources (DNR), testified via tel econference:

Just a few comments: One is, the division understands
the need and the department understands the need to
promul gat e regul ati ons for deal i ng wth t he
devel opnment outside of the (indisc.) area. So, that's
truly our intention; that's our wunderstanding that
that's the legislative intention of the bill

The second issue is, just in terns of inplenentation

of a program If we were to do a best interest
finding at each stage of exploring the devel opnment and
transportation - if we took a quick |look at some of

the costs involved, the issues involved, and |ooked at
progress going on this year that would qualify for
that - | come up with a list of a mninmm of at |east
12 projects, mmjor projects that would involve that
best interest finding.

They're finding a significant increase in staffing
si ze. W estimate about el even people. That woul d
include six best-interest witers; a couple [of]
vendors, one of them being a supervisor; a permtting
coordinator, to make sure things were in line with the
permtting processes that are listed out in the
| egi sl ation; and (indisc.).

So we'd have a ... significant expansion; in fact,
we're going to have a much larger staff than we
currently do, but that mght near what the Mnerals

Managenment Service has .... So, we would have to
significantly enlarge our staff ... if we were to
inplenent ... Dbest interest findings at each of the
phases. And that, of course, ... is sonething that we
have not ... done at this point in tine.

The other issue is: Could we do it in a tinely
manner? It would be very difficult, in terns of the
expl oration phase, because our expl oration IS
currently a very narrow window within the winter. To
cone up with a nultiple plan, even by area, we'd have
to really have contract workers, in addition to the
staff, ... to be able to do that.
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[It's] the sanme thing with devel opnent projects: I
think we would see a significant slowdown of the
process of permtting and devel opnent because of this,
sinply because it's an additional demand on our staff;
it's an additional review of the other comittee
processes that would go on

And | just nentioned sone of the things that affect us
in the Division of Ol & Gas that also have an effect
on other organizations that input into the current
permtting processes, including DEC [the Departnent of
Envi ronnmental Conservation] and [the Al aska Departnent
of ] Fish and Gane.

Nunmber 1669

MR. MEYERS, in response to a question from Representative Fate,
expl ai ned:

At the disposal phase, we ... have the best interest
finding currently. If we were to inplenent - as the
Kachemak Bay position suggests - one at each ... of
the major phases of developnent, that's what | was
discussing in ternms of the additional personnel costs
and tinme and (indisc.) involved.

CO- CHAIR MASEK pointed out a copy of the Al aska Suprene Court
opinion in Kachemak Bay Conservation Society v. State [included
in the conmttee packet].

Nunber 1724

REPRESENTATI VE KERTTULA asked how M. Meyers' review would work
at every stage as a safe process if he didn't have to do a best
interest finding. She also asked how he would deal wth
cunul ative inpacts of a project and how the coastal nmanagenent
program review would work if he were not doing it. She said she
wanted to clearly understand how he would take into account al
the court-ruled considerations regarding inpacts and projects
bei ng "phased."

MR. MEYERS responded that currently [DNR] doesn't do a best
interest finding at | ater phases, and the bill would add to what
[DNR] is currently doing regarding public input and process. He
mentioned a permtting process for gold exploration and
devel opnent projects. He said, "In addition, we have, of

HOUSE RES COW TTEE -13- April 18, 2001



course, the wunitization processes, which do have, in fact, a
public conent period."

MR. MEYERS noted that much of [DNR s] information cones via its

permtting process. Addi tional information cones through the
typi cal requi r enent for envi ronment al assessnent or
envi ronment al i npact statenment that goes along wth the

devel opnment stage, "which does deal with issues |ike cumnulative
i npact that you had suggested." He added:

Again, | think part of our concern ... with not having
this clarification in the bill is the redundancy of
the other processes, as relating to what a best
interest finding would add in val ue. There probably

are sone areas that you' ve nentioned in cumulative,
that if there were not an EA or EIS, or a noticeable
borough review of the process - which, again, occurs
on North Slope projects - there mght be a few areas
there that we do not cover, that would be covered
under best interest finding. | think those areas are
relatively mnimal, and the cost of inplenenting those
and the effort and delay [are] pretty severe.

Nunmber 1887

REPRESENTATI VE KERTTULA stated that "we" know the |ineup of the
cases, which originally stood at no phasing. Then phased
projects were allowed. She remarked, "The danger of that is
that if you're not |ooking at cunulative inpact, you can mss
i nportant things." She asked M. Meyers how [the departnent]

would ensure that it would be reviewing for those cunulative
inpacts at the follow ng stages. She asked if the EISs and EAs
woul d be reviewed, or other information would be relied upon.
She al so asked if public testinony would be all owed.

MR. MEYERS stated his belief that Representative Kerttula had
answered the question. He said "we" rely heavily on the other

processes. He mentioned issuing permts for exploration wells,
for exanple. He said that is one of the tinme-consun ng
chal | enges. That information is integrated into the permtting
process. In addition, any public information that is provided
is taken into account. He said it perhaps isn't as direct and

straightforward as it would be in terns of a separate best
interest finding, but in nost areas it overlaps heavily the
(indisc.) commttee process and DNR s review of those permts.

Number 1984
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REPRESENTATI VE KERTTULA asked M. Myers about the coastal
managenent review and whether there would be just the one
witten finding "and then continuing at each phase."

MR. MEYERS replied wwth the foll ow ng:

Right now ... there's a single best interest finding
done after this whole (indisc.). ... Assumng there
[are] additional operations - seismc operations, as
well as drilling operations, developnent (indisc.),

that's for initial phase of developnent, wunitization,
[and] participating areas - then in that process there

is ... another review. And in sone of those processes
right now - not all of them - we have a public coment
peri od.

| think this bill requires us, especially when we're

outside the coastal zone, to add a nunber of
addi tional public coment periods, external to what we

currently have. So, again, | think we strengthen the
input that we get into the ... decisions that we then
wite for wunits, or for (indisc.) areas for permts
for a well. | think, as far as the ... ACMP process,

it's best to have DGC [Division of Governnental
Coordi nation] describe it, since they're the real
drivers in that.

Nunber 2079

REPRESENTATI VE KERTTULA asked, "WIIl you make nore witten
findings, after the public comment period, that you're going to
consider in the subsequent phases?”

MR. MEYERS stated his belief that at this point [DNR] doesn't
intend on doing additional witten comments, but would integrate
[existing] witten comments into the current processes.

REPRESENTATI VE KERTTULA asked how anyone would appeal if there
were no witten decision.

Number 2113

MR. MEYERS indicated public input would go into the process of
deciding whether to issue the permt. In that process [DNR] is
reviewing additional information from all sources available, in
order to evaluate the follow ng processes: permts, unit
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applications, participating-area decisions, and exploration-well
permtting, for exanple.

REPRESENTATI VE KERTTULA clarified that concerns would be brought
out at the end of the permt process.

MR. MEYERS concurred. He added that the public would always
have the ability to appeal a process or permt decision, for
exanpl e.

CO CHAI R MASEK cl osed public comment.
Number 2185

REPRESENTATI VE KERTTULA stated concern that no one was present
to describe how the ACMP process, with which she has not been
involved in four years, would work if it were not done by DNR

Nunmber 2226

JI M EASON cane before the commttee, noting that he fornmerly was
the director of the Division of Ol & Gas during the period when
the initial legislation - SB 308 - was drafted. He stated his

understanding that [SB 165] will in no way affect the operation
of the ACMP; whatever review processes are underway or have been
underway, since the initial bill was passed, will continue.

MVR. EASON explained that this only affects the court's
determnation that DNR has to draft a separate best interest
finding for every phase. Based upon his experience at the tineg,
he said it was clear that the intent, as expressed in statute,
has al ways been that there be one best interest finding at the
di sposal phase. He explained that the disposal phase of an oi
and gas lease bill is at [the tinme of] the decision to offer the
| ease to a person

MR. EASON told nenbers that the series of court cases, which
triggered the need to come back to clarify or reinforce the
decision that the legislature made in passing SB 308, began to
graft onto the initial process of a disposal best interest
finding the requirenent that separate findings be done in
separate phases. He stated his understanding that [SB 156] will
not affect the ACVMP process. There will be an ACWP review of
the disposal and of the best interest finding process at the
| ease sale. Additionally, there are ACMP reviews of permts for
exploration, as well as developnent, that wll continue as
bef ore.
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Nunber 2339

REPRESENTATI VE FATE noved to report CSSB 156(RES) out of
commttee with individual recomendations and the acconpanying
zero fiscal note. There being no objection, CSSB 156( RES) was
noved out of the House Resources Standing Conmittee.

ADJ OQURNVENT

There being no further business before the commttee, the House
Resources Standing Commttee neeting was adjourned at 2:07 p.m
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