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ACTI ON NARRATI VE
TAPE 01-22, SIDE A
Number 001

#SB136

SB 136- RESOURCE DEVELCOPMENT: BD. / GRANTS/ FUND

CHAI RMAN JOHN TORGERSON called the Senate Resources Conmttee

neeting to order at 3:40 p.m and announced SB 136 to be up for
consi derati on.

MR. PAT CARTER, staff to Senator Pearce, sponsor of SB 136, said
that Alaska is unique in that it is an owner state and its
resources are held in trust to benefit all Al askans. He said:

When it cones to resource extraction, we currently rely
on our business partners, industry, to pronote that
resource extraction. The problemw th that is that our
partners can go, and sonetinmes do go, elsewhere to
conduct their business and we do not have that option. So
if we begin with the prem se that Al aska's econony is
going to be reliant upon resource extraction for the
foreseeable future, it seens that it would be a w se
investnment to financially support and pronote such
activities.

Recent studi es have shown that our resource extraction
i ndustry, as well as our tourismindustry have played a
significant role in our workforce and, therefore, our
econony. However, the vast nmjority of econom c inpacts
fromthe tourismindustry are seasonal and are generally
| ow paying jobs. These studies show that a diversified
econony is necessary to sustain a healthy econony. A
majority of the environmental community does not agree
with that concept as they continue to oppose nearly al

devel opnment of our resources while offering no economc
alternative. W need to strike a balance between
devel opnment and protection of the environnent and avoid
the extrenme positions of |ocking up everything. W feel
the best way to protect Al aska's environnment is through a
strong and diversified econony. We invest in our tourism
and seafood industry as well as opening the coastal plain
of ANWR to responsi ble devel opment in order to benefit
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our econony. W believe that it would also be a wi se and
prudent investnent to invest in our diversified mneral
resources like tinber, as well as oil and gas
devel opnment. By creating the Resource Devel opnent Board,
we w |l further our constitutional nandate of devel opi ng
our resources by naking them avail able for maxi mumuse in
an environnental |y responsi bl e manner.

SENATOR ELTON said the prelimnary figures he has received indicate
the fund would be capitalized wth about 99.6 percent fromthe oi
and gas industry, .4 percent fromthe mneral industry and nothing
fromthe tinber industry. He asked if that sounded right.

MR. CARTER responded that that sounded very cl ose.

SENATOR ELTON said his first reaction is that, "It's not in ny
nature to support something in which we are going to go out and try
to increase the anount of business, but we increase the anmount of
business and we're still not going to get anything fromit. It
seens to nme sonewhat unfair to tap the oil and gas industry
exclusively for funding of this effort and yet sone of the benefits
are going to be reaped by industries that aren't going to be
ki cki ng anything in."

SENATOR ELTON asked why it is being funded by only one industry if
ot her industries have designated seats.

MR. CARTER said they had discussed the possibility of noney being
distributed according to industry, but it's alnost contrary to the
intent of the legislation, which is in order to have a healthy
econony, we may need to have a diversified econony. He added, "W
hear fromthe oil and gas industry continually that they get tired
of being the sole source of funding for governnent."”

MR. CARTER said he thought the tinber industry, for instance, has
suffered greatly fromm sinformation and it has changed the way it
does business so that it is nore environnentally sensitive. He
stated, "I think it's inportant to get that nmessage out."

SENATOR ELTON said he thought it would be equally easy to point to
problenms in the fishing industry: the steller sea lion issues and
transboundary issues. He asked why the resource industry of fishing
wasn't included.

MR. CARTER responded that they considered fishing, tourism and
ot her industries, but the |egislature established ASM for seafood
mar keting and a tourism marketing council and an agricul ture board.

SENATOR ELTON said, "l understand that we have an ASM that is
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receiving no general fund dollars for any of its pronotions and the
noney that it receives now is raised from a tax on salnon
harvesters; it's raised on a tax on |l and based processors and on
ocean based processors. The noney is | aundered through the general
fund, but in fact, the noney being used for pronotions is com ng
fromthe industry, which is significantly different fromthis. |
think they woul d probably appreciate the opportunity to tap into
general fund dollars |like they used to be able to."

CHAI RVAN TORCGERSON comment ed that they may not have a nenber on the
board, but that doesn't preclude themfromreceiving a grant.

SENATOR ELTON said he realized that, but if he wanted to include
the fishing industry, the .25 percent collected from fishing
i ndustry fees would raise about 17 tinmes what tinber and mnerals
would raise. It would be advantageous to include the fishing
i ndustry.

MR. CARTER responded that no effort was nmade to exclude a
particular industry, but they felt it was redundant. There are al so
t axes generated through the oil and gas industry through severance
taxes, royalties and | ease sal es.

SENATOR ELTON responded that the distinction is, "The marketing and
education effort are being paid for directly by the harvesters and
directly by the offshore processors and the onshore processors with
taxes that disappear if the salnon harvesters don't want to pay it
any nore or if half of the processors vote and say the program
doesn't work and to take their noney out."

MR. CARTER asked if it was because they are not forced to do it.

SENATOR ELTON replied that the processor tax is established by a
vote of 50 percent plus 1 of the processors and the harvester tax
is established by the | egislature and renewed every three years.

SENATOR PEARCE asked if he wanted the fishing industry added to the
bill and to take additional taxes fromthem

SENATOR ELTON answered that he was asking that, but he didn't see
it as taking additional noney fromthem He thought if they applied
the same fornmula to the fishing industry, it would not increase
taxes, it would divert one quarter of one percent of the taxes they
are al ready paying.

SENATOR PEARCE asked whi ch taxes.

SENATOR ELTON said it would be everything fromthe landing tax to
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the raw fish tax to the narine fuel tax and others.

MR. CARTER asked if Senator Elton wanted ASM noney (about $6.9
mllion) to be diverted.

SENATOR ELTON responded that he thought the harvester assessnent
rai ses between $2 mllion and $2.4 mllion each year dependi ng on
t he val ue of the product | anded. The assessnent on the processors
rai ses about $3 mllion to $4 mllion. He is not suggesting that.
"That is an assessnent that has the word ‘may’ as this bill does.
" m | ooking at the revenues that are simlar to the revenues that
you' re |l ooking at fromthe other resource industries that are paid,
for exanple landing tax, raw fish tax, marine fuel taxes, the other
assessnents that are on the industry. Not the assessnents that are
vol untary assessnents and are renewed periodically."

CHAI RMAN TORGERSON asked if he thought the fishing industry should
have a seat on the board.

SENATOR ELTON sai d he thought they should. The difficulty would be
that unlike sone of the other resource extraction industries, there
is no central statew de association. The group that woul d reconmend
three nanes mght be nore difficult to identify.

Number 1000

SENATOR TAYLOR asked if this woul d pose an additional assessnment on
fi sher men.

SENATOR ELTON responded that his understanding of this bill is that
it creates no new noney; it diverts a quarter of a percent of the
existing nonies that are coming in from the other resource
industries. He thought if they did it to the fishing industry, it
woul d just divert a quarter of a percent fromthe revenues that are
al ready comng in.

M5. SUE SCHRADER, Al aska Conservation Alliance and Al aska

Conservation Voters, said:
Conservationi sts throughout the state are commtted, have
been commtted and will continue to be commtted to
mai ntai ning a healthy econony for the benefits that it
provi des all Al askans. W do believe strongly that the
state can enjoy a healthy econony w thout sacrificing our
clean air, our clean water, our salnon habitat and our
wld lands. W also believe that resource devel opnent
i ndustries can prosper and can neet their sharehol der's
expectations while conplying fully with state and federa
| aws that protect the environnent.
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The concept of using general funds for grants to non-
profits that are going to be pronoting for-profit
industries, many of which are huge internationa
corporations that enploy significant nunbers of non-
residents is rather nonsensical. W believe nost Al askans
will not endorse this idea of taking state revenues that
could go to inproving education, social services, filling
pot holes on the roads, or any other nunber of
significant needs and using these nonies to do the
pronoti on and advertising work the resource industry can
clearly do for thensel ves.

M5. SCHRADER said they are also concerned with the makeup of the
board because a representative froma conservation group is not on
i t.She noted:

The mning industry in Al aska has been reported in an
Anchorage Daily News article of being valued at $1.12
billion in 1999. At the sanme tine from a Departnent of
Labor report, we see that 30.7 percent of their workforce
in Alaska are non-resident. We really don't think Al askan
famlies should be asked to pay this industry's
advertising bill. W urge you to oppose this |egislation.

SENATOR PEARCE asked why she thought the bill pays for advertising
and said, "That's not what the bill does."

M5. SCHRADER answered the sponsor statenent speaks about what the
grants would be used for: pronotion, education, advertising and
other itenms. Language in the bill relates to what the grants woul d
be used for on page 3, line 20: "conducting market research,
advertising, pronotion and education.”

SENATOR PEARCE clarified that wasn't neant to be advertising for a
conpany, but for general sales of that resource. She asked why she
t hought any board needed a specific person appointed by an
envi ronnental organization in order to have people who care about
protecting the environnent on it.

M5. SCHRADER replied that nany of the environnmental organizations
in the state have staff who have expertise in a variety of areas
and they have shown in the past they can be very inportant
contributors to task forces and boards they have sat on.
SENATOR TAYLOR asked what her group's annual budget was.

MS. SCHRADER sai d she doesn't deal with the budget, but she could
get himthat information
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MR STEVE CONN, Executive Director, Al aska Public Interest Research
G oup, said that developnment in Alaska is already at the highest
|l evels at the tinme and said, "The bill strikes nme as fighting the
| ast war."

MR. CONN said that President Bush and our congressional del egation
provi de a constant drum beat of pronotion of devel opnent in Al aska.
The bill creates what mght be termed as a "slush fund" for
industry to substitute Al aska state noney that we need for our
basic services for their owm noney. Al so, freeing up industry noney
poses the question of what industry is doing with it. He just heard
that Exxon, after promsing $10 million over 80 years to the
National Fish and WIldlife Foundation received its first corporate
award for commtnent to the environnent. "If one is cynical, one
woul d suggest that Exxon went out and bought itself a conservation
award just a day short of the 12th anniversary of the Exxon Val dez
spill to try to cover up the fact that [indisc] it has not yet paid
the $5 billion to Al askan. One has to consider the ripple effect of
such an endeavor as proposed in this bill. I think the industries
are deep pockets and if they want to pronote Al aska devel opnent,
they are nore than well positioned to do so."

MR. RUDOLPH VETTER, Fairbanks resident, asked if SB 136 would
pronote his m ning operation.

CHAI RMVAN TORGERSON said he didn't think so. The bill pertains to
non-profits that are doing resource devel opnent. They are eligible
for grants, but they have to go before the board that will nake the
deci sion of who gets what.

MR. VETTER supported SB 136.

M5. PAM LABOLLE, President, Alaska State Chanber of Commerce
supported SB 136. She said, "The people of Alaska rely on the
devel opment and marketing of the state's resources to drive the
econom ¢ engine of the state and we think SB 136 is a responsible
step towards assuring that there's a future of resource
devel opnent . "

SENATOR ELTON said he saw a fundanental difference between noney
com ng fromany source, whether it's from organi zati ons outside the
state or business organizations being used for an educational

purpose and a bill like this, which provides that only general fund
dollars are being used. "I am wondering why we would want to
constrain ourselves in this bill to exclude sonme industry, |ike the

tourismindustry or the fishing industry, if, in fact, we're not
using private dollars, but instead we're using public dollars that
are out of the general fund."

M5. LABCOLLE responded that the other industries are not excluded
fromhaving grants to pronote those industries and there is no one
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doing this for the industries naned in the bill at this point.
Number 1700

M5. CAROL CARROLL, Departnment of Natural Resources, said they had
reviewed the bill and provided the commttee with fiscal inpact
i nformati on and woul d be happy to answer questions about that. They
do believe the legislature has discretion to use funds for policies
such as this. "The Departnent, if this |legislation passes, will do
everything we can to assist it.."

SENATOR ELTON said he assuned the board would be subject to the
Executi ve Budget Act.

M5. CARROLL answered yes.

SENATOR ELTON asked her to explain the opportunities and
constraints that may happen when a board has to operate through it.

M5. CARROLL explained that there would have to be public notice,
sone kind of review of the grant and they have to follow all of the
stipulations to make sure that noney is handled correctly.

SENATOR ELTON asked if the review process entailed a board review
or whether they used state enpl oyees.

M5. CARROLL responded that her perception is that state enpl oyees
woul d provi de sone assistance to the board, but wouldn't be making
t he deci sions on which grants woul d be awar ded.

SENATOR ELTON said that one of the things that isn't on the fisca
note is any kind of an adm nistrative charge.

M5. CARROLL responded that that charge is built in and is an 8.1
percent indirect charge.

SENATOR ELTON asked how they handl ed contracts if noney is carried
forward into the next year.

M5. CARROLL responded, "I believe that if a contract is a valid
contract at the end of one year, that the noney until the contract
is conplete continues with the obligation."

SENATOR TAYLOR asked if in the fiscal note DNR assunes the three
funds, the Permanent Fund, the School Fund and Constitutional
Budget Reserve Fund, would receive their full share of revenues
fromthe general fund.

M5. CARROLL answered yes.

SENATOR TAYLOR asked where the admi nistration stands on this bill
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M5. CARROLL said that they are neutral and think it's a policy cal
of the | egislature.

SENATOR TAYLOR npbved SB 136 from committee wth individual
recommendati ons.

SENATOR ELTON objected and said that there were sonme fundanent al
guestions that needed to be answered and he also had a problem
because he didn't think they were fixing sonething that was broken

He is already confortable with the process that happens through the
| egi sl ature when they do specific grants for discrete projects. He
said, "The fundanental difference here is that we're using state
general fund dollars to do it and it's not new state general fund
dollars. They are state general fund dollars that we're diverting
from ot her purposes.”

TAPE 01-22, SIDE B

SENATOR PEARCE said that generic marketing is being done in other
areas, |like the Tourismand Marketing Council, but it seens that,

If we don't continue to educate Al askans on how you do it
right - how you can be both environnentalist and
conservationist and at the sane tine, believe in
devel opi ng our resources in a proper nmanner - we're not
going to have any revenue that's going to pay for schools
or for any other services in the state. W can't expect
the nul tinational conpanies that do business in Al aska,
who have opportunities in other parts of the world to do
that education process and that marketing process for us.
We shoul d be out on the world stage advertising our oi
and gas | ease sal es when they happen. DNR hasn't had the
noney to do that for years. So we sit here and conplain
that we don't have other conpanies conmng to Alaska to
partake in | ease sales, but we don't have the noney in
the departnent to help narket those |ease sales to try
and get new people to cone to Al aska so we will have nore
conpetition in the state for the resources. | see this as
a | ogi cal extension...

SENATOR PEARCE concluded by saying, "W are an owner state and
we're never going to get away fromthat. It's our resource and if
we want it to be devel oped, then we are going to have to do part of
t hat marketing."

Number 2300

SENATOR TAYLOR said he woul dn't be able to support this in another
state where they didn't have ownership of the resource, because he
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thought it would be inappropriate. "I think we have a trust
obligation, part of the public trust, that we have to be good
managers and good stewards of our resources. You can't be good
stewards of a resource if you don't have the noney to nmanage it,
protect it, enhance it wunless you do sone nmarketing of that
resource. "

SENATOR ELTON asked if this was the appropriate way of doing it. He
used the exanple of Arctic Power and the role the legislature
pl ayed in the nmerger last year in terns of its doing what needs to
be done. He asked themto think of alternative structures for doing
this.

CHAI RVAN TORCGERSON cal l ed for a roll call vote. SENATOR ELTON vot ed
nay; SENATORS TAYLOR, KELLY, PEARCE AND CHAI RVAN TORGERSON vot ed
yea; and SB 136 noved out of commttee wth the acconpanying fiscal
not e.

#

#SB143
SB 143- Rl GHT- OF- WAY LEASI NG ACT: APPLI CATI ON COST

CHAI RMAN TORGERSON announced SB 143 to be up for consideration
MR. DARW N PETERSON, staff to Senator Torgerson, told nenbers:

One of the legislature's priorities is conmercialization
of North Slope gas. Any sponsor of a pipeline project
will have to obtain a right-of-way across state |ands.
this bill would authorize the state to be rei nbursed for
work performed by the State Pipeline Coordinator's Ofice
[SPCO in preparing to receive and process an application
for a right-of-way lease. It also clarified that an
appl i cant nust reinburse the SPCO for costs incurred in
processi ng an application whether or not the application
is granted.

AS 38.35.140 provides that |essee shall reinburse the
state for all reasonable costs incurred in processing an
application filed for a right-of-way |ease. Al though the
SPCO has entered into an agreenent with a | essee seeking
renewal of a lease to reinmburse the state for costs
incurred before receipt of the renewal application,
| egi sl ative | egal services has questioned whether this is
aut hori zed under existing |aw and whether the state can
be rei nbursed for costs incurred before the receipt of an
application. The SPCO anticipates that it will be asked
to perform substantial work by prospective gas pipeline
| essees this year in anticipation of filing applications
| ater this year or early next year. Mich of the cost of
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this work would clearly be reinbursable to the state if

the prospective |lessee actually had a pending
application. It is inportant to insure that the state is
rei nbursed for the significant cost that it will incur in

performng work in anticipation and furtherance of the
application process.

Additionally, the SPCO in the past, has required a
prospective |lessee to reinburse the state for costs
incurred in processing [an] application even if the
application has not been granted. This bill would conform
the law to existing practice between the SPCO and
prospective | essees to nmake clear that the state nust be
rei mbursed for the costs of processing an application
whether or not the lease is wultimately granted.
Prospective | essees cannot expect the state to pay for
services requested by themon routes that ultinmately are
not selected or on applications that may ultinmately be
wi t hdrawn, suspended, or otherw se not granted.

SENATOR ELTON said, "I think this is a great idea." He asked M.
Coughlin how much it cost for the pre-application process.

MR PATRI CK COUGHLI N, Speci al Assistant to the Resources Comm ttee,
answered that this hasn't ever happened in this |arge of an anount
before. M. Britt's fiscal note indicates they expect to need $4
mllion through the first half of the fiscal year. H's best
estimate is that at Jleast 50 percent would otherwi se be
r ei mbur sabl e.

SENATOR PEARCE said she noticed on page 1, line 9, the word
"reasonable" is already in statute and asked what a reasonabl e cost
woul d be versus one that the state would not expect to have
rei nbur sed.

MR. COUGHLI N said he was just reading the fiscal note and that his
under st andi ng based on a conversation with M. Britt is that 100
percent of this current budget is based on programrecei pts which
are based on agreenents that his office negotiates with | essees to
cover the cost of running that office.

SENATOR PEARCE asked if these were witten agreenents.

MR, COUGHLI N answered yes and their purpose is to detail the scope
of work between the Pipeline Ofice and the prospective | essee or
an applicant, in the case of this bill, so it is clear to the SPCO
what is being asked of them and how they are going to be
conpensat ed.

CHAI RVAN TORGERSON asked M. Britt why he estimates he can only
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col l ect 50 percent of the application fees.
MR. BRI TT, Pipeline Coordinator, answered:

In normal circunstances, ny office is entirely funded
through program receipts. The difference here is
procuring the anount of starting up a gas pipeline office
that didn't previously exist and coordinating with our
Canadi an and federal counterparts. In the normal course
of things, we would be working on a specific application
with a specific project proponent and 100 percent of our
costs would go to that project proponent..This is
unprecedented. W have a nunber of project proponents and
all ocative costs between as nany as nine separate
potential gas pipeline project proponents for costs that
are likely to be applicable. Wichever route cones inis

going to prove to be challenging, | expect. | really
won't know what percentage of the total costs will be
rei nbursable until | have conpleted negotiations with a

suite of those project proponents.

CHAl RMAN TORGERSON said he appreciated that explanation, but he
knows that the fiscal note says 50 percent is all they are going to
get back and that is incorrect. He stated, "If it was ne, |1'd have
a long discussion with you in Finance [Committee] about what the
ot her 50 percent was going to be for before I'd approve the fisca
note.”

MR. BRI TT responded that he expects to negoti ate aggressively. He
t hought 50 percent was a | owend estimte.

CHAI RVAN TORGERSON said he didn't think they would have a project
by 2003 and he wouldn't vote for a |large appropriation for setting
this office up.

MR. BRITT responded that his challenge at this point is sinply
havi ng enough resources to interact with the proponents. "They are
maki ng nore requests of ny office than | have people and noney to
support at this point. Rather than being ahead of the curve, we are
actually behind, at this point."

CHAl RMAN TORGERSON sai d he understood that, but the intent of this

bill is that, "You should respond to them but they should pay you
for it. Not us go out and nmake trips to Canada or wherever else
you're talking about going. The Canadians - you should take
sonething off their sheet. They're way ahead of you anyway.. W
couldn't have that much overhead cost until we actually have a
project."”

SENATOR TAYLOR noved to pass SB 143 from commttee with the
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acconpanying fiscal note and individual recomendations. There were
no objections and it was so ordered.
#

CHAI RVAN TORGERSON adj ourned the neeting at 4:45 pm
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