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SENATE BI LL NO. 360

"An Act est abl i shing addi ti onal requi renents for t he
consideration of applications under the Right-of-Wy Leasing Act
for an Alaska North Slope natural gas project, authorizing
expeditious priority treatnment of all applications under that Act
and under other relevant state |laws for issuance of a right-of-
way |ease for that project, authorizing the comm ssioner of
natural resources to act to nodify the terns of certain state oi
and gas leases related to the project and to act, wth
| egi sl ative approval, to waive, reduce, or defer the collection
of royalties due the state, and authorizing the comm ssioner of
revenue to act, with legislative approval, to waive, reduce, or
defer the levy and collection of taxes by the state and
muni ci palities under the oil and gas exploration, production, and
pi peline transportation property tax related to the project,
aut horizing the Al aska Railroad Corporation to provide financing
for the acquisition, construction, inprovenent, maintenance,
equi ppi ng, operation, or expansion of the project and related
facilities for the transportation of natural gas wthin and
outside the state by others and the corporation's issuance of its
bonds to finance the project and facilities, and limting
consideration of judicial challenges to decisions nmade wth
respect to that project under this Act; and providing for an
effective date."

MOVED CSSB 360( RES) OUT OF COWM TTEE
SENATE CONCURRENT RESOLUTI ON NO. 30
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Rel ating to Al aska Sal non Day.
MOVED CSSCR 30( RES) OQUT OF COW TTEE

CS FOR HOUSE BILL NO 206(RLS)

"An Act relating to a vessel-based commercial fisheries |[imted
entry system for the Bering Sea Korean hair crab fishery and for
weat hervane scallop fisheries, to managenent of offshore
fisheries, and to the definition of 'person' for purposes of the
commercial fisheries entry program and providing for an
effective date.”

MOVED CSHB 206( RLS) OQUT OF COW TTEE
PREVI QUS COW TTEE ACTI ON

SB 360 - See Resources m nutes dated 4/15/02.
SCR 30 — See State Affairs dated 4/9/02.
HB 206 - See Resources m nutes dated 3/20/02.
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M. Harold Heinze

Consul tant to the Al aska Legislative Council

Al aska State Capitol

Juneau, AK 99801-1182

POSI TI ON STATEMENT: Conmented on 'Legislator Attitudes on |Issues
Rel ated to North Sl ope Gas Devel opnent .’

M. Patrick Coughlin

Consul tant to the Senate Resources Commttee
Al aska State Capitol

Juneau, AK 99801-1182

PCSI TI ON STATEMENT: Commented on SB 360.

Ms. Sara Ni el son

Staff to Senator Ben Stevens

Al aska State Capitol

Juneau, AK 99801-1182

POSI TI ON STATEMENT: Comment ed on SCR 30.

Ms. Barbara Bel knap, Executive Director
Al aska Seafood Marketing Institute (ASM)
311 North Franklin Street, Ste 200
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POSI TI ON STATEMENT: Supported SCR 30.
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TAPE 02-20, SIDE A
Number 001

CHAI RVAN JOHN TORGERSON called the Senate Resources Conmittee
neeting to order at 3:35 p.m Senators W/ ken, Halford, Stevens,
Elton and Chairman Torgerson were present. Chairman Torgerson
announced the commttee would first hear a report by Harold
Hei nze on sonme work he did for the Legislative Council.

MR. HAROLD HEI NZE tol d nenbers he conpleted his contract with the
Legi slative Council in which he conducted a series of interviews
wi th about half of the legislature to identify areas of consensus
and areas of non-consensus related to a broad array of issues
surroundi ng North Sl ope natural gas. The first eight pages of his
report contain a sunmary of the results; the |ast eight pages
contain an appendi x that represents the briefing package he used
to interview individual |egislators. He noted page 4 contains
the areas of |egislative consensus. He said the thing that struck
him is that everyone understands both the inportance of North
Sl ope natural gas and the inportance of the decisions that need
to be nmade by the legislature this year and into the future
There was a very strong feeling in the legislature that a nore
pro-active posture is needed. He said:

Quite frankly, nost legislators felt that things were
ki nd of being pushed and tugged around the |egislature
rather than the other way around and recognizing that
the legislature is the policynaker in this very basic
resource issue, folks thought it nmaybe ought to be the
ot her way around.

He identified four areas that were broadly accepted. On page 5,
he identified four areas that had a broad range of Ilegislative
opinion. He found it difficult to find a consensus on those areas
based on the interviews he conduct ed.

MR. HEINZE told nenbers the first interview question that seened
to delineate people’ s viewpoint was: What are the producers up
to? He stated:

Sonme people felt that this was a big negotiation over
the last several years and on into the future. Sone
people felt that the project had been studied, found to
be marginally econom c and what you were seeing was a
reluctance to nmake a busi ness decision in that marginal
wor | d.
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There was a very broad range of opinion as to what
benefits should drive Alaska's decision making,
especially on the routing. Back in the appendix, a
portion of that, pages A4 and A5, represent a
delineation of benefits and inpacts | had nade up and
those were actually |ifted from a |egislative report
that had been done in 1983 |ooking back on the TAPS
experience and attenpting to delineate at that tine
both the benefits and inpacts of what had happened
during the TAPS peri od.

Sonme | egislators thought a big part of the pipeline would cone in
terms of the construction inpacts on the econony in the
generation of work and noney during that period of time. At the
ot her extreme were people who really felt the whol e payoff of the
whol e idea would be in the generation of other industries that
woul d use the natural gas and create jobs and industry here in
Al aska. What that told him was that each |egislator would be
| ooking at different lines on the “benefit statenent” so it is
i nportant that all of those |lines be on the page.

He said a regional difference was apparent because of the nore
direct interaction in Fairbanks wth the gas I|ine. The
| egislators from that area took a nmuch nore aggressive approach
to al nost every issue related to the gas |ine.

Regar di ng how hard the |egislature should push the project, there
was a sense of urgency, but it was balanced with a strong feeling
that the private sector needs to be given a chance to work the
issues. He said at the time he did the interviews, he presuned
that the initiative would qualify. He discussed it with every
| egislator he interviewed and did not ask what they thought
shoul d happen. He said the | egislature has the opportunity during
this session to deal with the route issue through | egislation.

He said that pages 6 and 7 represent his attenpt to translate the
areas of consensus and non-consensus into suggestions that are
strategy oriented for the natural gas issue.

Hs first suggestion is that the strategy needs to focus on
defining what information the legislature needs to nake
decisions. He didn't think the legislature could reference an
exact list at this point of what they need to know before making
a decision. Defining that information would be a very proactive
step. Answering those questions is the responsibility of the
sponsor, whoever is putting forward a project. If they cannot
answer those questions, their project probably isn't ready to
nove forward.

Communi cation is a paranount issue. Wile there has been a
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tremendous anount of information that has come from all of the
committee hearings, it is not a process that necessarily fosters
comuni cation with other legislators or with the public at |arge.
He urged them to consider other efforts in addition to the
heari ng process to keep inproving the conmunicati on.

MR. HEINZE said that finally, it seened that |egislators had the
patience to give the private sector one nore try even if the
producers feel they cannot nove forward on the project. He
t hought nost legislators would |like to see at |east one group
have the chance to nove the cause forward. He said he would be
happy to answer questi ons.

SENATOR ELTON said he noted the report says, on page 6, that if a
proj ect proponent can't answer the questions, they're probably
not ready. He said he sonetinmes feels that they can answer the
guestions, but are reluctant to and asked how |egislators can
tell the difference.

MR. HEI NZE replied, as an exanple, in the course of the hearings,
there has been concern expressed by a lot of communities about
how they would fit into the logistics plan. They question where
the pipe will be brought in and how it would be noved. He not ed,
"If someone cannot answer that question, | think it's pretty
common sense they have not studied the project to a depth that
they have a project.” He thought it cones down to the |evel of
detail and how reasonabl e the questions are. He conti nued:

Trai ning plans, logistics plans, those kinds of things,
| think are very reasonable requirenents that you may
want to set and, once set, | would expect a proponent
of a project to tell you that information if they want
your support.

CHAl RMAN TORGERSON t hanked M. Heinze for his work and announced
an at ease at 3:47 p.m

#SB360
SB 360- ALASKA NATURAL GAS PRQIECT ACT

CHAI RVAN TORGERSON cal l ed the nmeeting back to order at 3:50 p.m
and announced SB 360 to be up for consideration. He said he
wanted to go into the details today. He announced that Bill
Britt, Mark Meyers, and a representative of the Al aska Railroad
Corporation were avail able to answer questions. He said they had
crafted nine or ten anendnents on different subjects so that the
commttee could debate each subject as the anmendnents are
introduced. He noted he would have M. Coughlin review each
anmendnent for the committee.

SENATOR W LKEN noved to adopt Anmendnent 1, L.1 Chenoweth, which
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reads as foll ows:
22-1LS1649\L. 1
Chenowet h
10/ 30/ 02
AMENDMENT 1

TO SB 360

Page 8, line 21, follow ng "conmm ssioner.":
Insert "(a)"

Page 9, following line 6:
I nsert a new subsection to read:

"(b) For the purpose of determ ning under (a) of this
section that, in an application pending on the effective
date of this Act for a lease under this chapter for an
Al aska North Slope natural gas project, an applicant has
conplied with the requirenents of AS 38.35.240 by obtaining
all certificates described in AS 38.35.240(b) - (d), the
conmmi Ssi oner

(1) shall <consider the application to be in
conpliance with the requirenents of that section if the
applicant has filed for all certificates described in
AS 38. 35.240(b) - (d) and has included, wth or as part of
the filing for the certificates, the applicable plans,
studi es, and stipulations described in that section; and

(2) nmay not decide that an application determ ned
to be in conpliance under (1) of this subsection is no
| onger in conpliance with the requirenents of AS 38.35.240
unless a certificate described in AS 38.35.240(b) - (d) is
deni ed by the applicable authority."”

Page 13, line 15, follow ng "schedule.":

Insert "For the purpose of determ ning under this subsection
that, in an application pending on the effective date of this Act
for a | ease under AS 38.35 for the pipeline project described in
this subsection, an applicant has conplied with the requirenments
of AS 38.35.240 by obtaining all certificates described in
AS 38.35.240(b) - (d), the agency responsible for making the
consi stency determ nation

(1) shall consider the application to be in conpliance
with the requirenents of AS 38.35.240 if the applicant has filed
for all certificates described in AS 38.35.240(b) - (d) and has
included, with or as part of the filing for the certificates, the
applicable plans, studies, and stipulations described in that
section; and

(2) may not decide that an application determned to be in
conpliance wunder (1) of this subsection is no longer in
conpliance wth the requirenents of AS 38.35.240 wunless a
certificate described in AS 38.35.240(b) - (d) is denied by
applicable authority.
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CHAI RVAN TORGERSON announced an at-ease from 3:52 to 3:54 p.m
He then explained that SB 360 has provisions that require anyone
who wants to take advantage of the benefits offered, the limted
judicial review, the railroad or royalty reductions, etc., must
provide a certificate for local hire, instate access and shi pping
royalty gas. However, inadvertently, he was putting a |larger than
expected burden on the pipeline conpanies that have submtted and
are currently working on a application. Anmendnent 1 is transition
| anguage so that they are still required to get the certificates,
but they don't have to get themright away.

MR. PATRICK COUGHLIN, <consultant to the Senate Resources
Commttee, said the intent is that the conpanies that have
already filed their application could get the benefits merely by
filing for the certificate. They would be deenmed in conpliance
unless ultimately those certificates [indisc.] and could carry on
with their work.

CHAI RVAN TORGERSON said there was sonme fear that t he
Adm nistration mght read it a little differently and stop
everything until a certificate was issued.

SENATOR ELTON restated for clarity:

This changes none of the benefits that nmay accrue. It
only allows those who already have a work in progress
before the departnent to take advantage of it.

CHAI RVAN TORGERSON said it deenms them in conpliance until they
come in conpliance before they're turned down for not being in
conpliance. They have 90 days to get that done in the bill
al ready. He asked if there was any objection to Anmendnent 1.
There were none and it was adopt ed.

SENATOR W LKEN noved to adopt Anmendnent 2, L.3 Chenoweth, which
reads as foll ows:

22-1LS1649\L. 3
Chenowet h
10/ 30/ 02

AMENDMENT 2

TO SB 360:

Page 11, |ine 10:
Del ete "a new subsecti on"
| nsert "new subsecti ons"

Page 11, followi ng line 21:
| nsert a new subsection to read:
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"(c) The corporation nay retain any consideration in
excess of the consideration necessary to neet the paynents
and to maintain the reserves that are required by (b) of
this section.”

Page 12, line 9:
Del ete "The"
I nsert "Except as provided in AS 42.40.630(c), the

CHAI RVAN TORGERSON expl ai ned that on page 12, line 9, a provision
inthe bill said that the proceeds fromthe sale of the bonds can
only be spent by other than the corporation for the Al aska gas
pi pe |ine. He noted:

It's anticipated that the corporation would, in fact,
probably meke some noney on this, depending on the
negoti ations that they do when they enter into contract
negoti ati ons or bond negotiations with the conpanies.
But, in any event, there's probably going to be sone
anount above and beyond the anmount that is needed for
the actual admnistration of the fees. This nmakes it
clear that the corporation can keep anything in excess
of what it required to maintain the reserves and so
forth.

SENATOR ELTON restated for clarification that this allows themto
retain only what they negotiate between the project sponsors and
t hensel ves.

CHAI RMAN TORGERSON said that is a fair way to put it. He said
there will be a fee associated with the administration of the
bonds and nore than likely, the Railroad may or may not get nore
than the actual costs. He wants the Railroad to be able to
negotiate to the best of their ability. He asked if there were
any objections to adopting Anendnent 2. There were no objections
and Amendnent 2 was adopt ed.

SENATOR W LKEN noved to adopt Anmendnent 3, L.4 Chenoweth, which
reads as foll ows:

22-LS1649\L. 4
Chenowet h
10/ 30/ 02

AMENDMENT 3

TG SB 360
Page 2, line 14, followng "the":
I nsert "exploration,"”

Page 3, line 8, follow ng "devel opnent, ":
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Del ete "and production”
I nsert "production, and transportation”

MR, COUGHLI N expl ai ned that Anendnent 3 is a technical anmendnent
to nmake two corrections. On page 2, line 14, the word
"expiration" was left out and on page 3, line 8, the word
"transportation” was |eft out.

CHAI RVAN TORGERSON asked if there were any objections to
Amendnent 3. There were no objections and it was adopt ed.

SENATOR W LKEN noved Anendnent 4, L.8 Chenoweth, which reads as
foll ows:

22-1L.S1649\L. 8
Chenowet h
10/ 30/ 02

AMENDMENT 4

TO SB 360, as anended by the adoption of amendnent 22-LS1649\L. 2

Page 4, line 31:
Del ete "a new subsecti on”
| nsert "new subsecti ons"

In anendnent L.2, page 1, following line 20, insert:

"(ff) The conmm ssioner may not negotiate or take other
action wunder (ee) of this section unless the project
applicant has nmet all requirenents of AS 38.35.240 and
obtained all <certificates described in that section not
| ater than June 30, 2003."

In anendnent L.2, page 4, following line 24, insert:

"(e) The conm ssioner nay not negotiate or take other
action to develop a contract under this section unless the
project applicant, or lessee if applicable, has net all
requi renents of AS 38.35.240 and obtained all certificates
described in that section not |ater than June 30, 2003."

CHAI RVAN TORGERSON expl ained that Anendnent 4 adds a sunset
provision to the bill. Ken Thonpson recomended a sunset. The
| egi sl ature has always put expiration dates in other gas acts. He
added, "This basically says that this is alive and well unti
June 30, 2003."

SENATOR HALFORD noved to change the year 2003 to 2005.

SENATOR ELTON objected and asked if there was a reason they were
predicating it on getting the certificates rather than applying.
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CHAI RMVAN TORGERSON r esponded, "The way the bill reads, you can't
get the certificates until you apply.”

MR. COUGHLIN added that you can't apply until you get the
certificates, which is at the beginning of the application
process.

SENATOR LI NCOLN asked if extending the date to 2005 will slow the
process down because the producers could say they have an extra
three years so they wouldn't have to act until the |last year

CHAI RVAN TORGERSON said he didn't have an answer for that. He
said he was not bothered by 2005, but would prefer 2004 because
it would put a little pressure on the producers.

SENATOR HALFORD said this is a nmuch bigger process than they
t hought and 2005 isn't that far away on the scale of things, but
he didn't have a problemw th whatever the commttee wanted.

SENATOR LI NCOLN pointed out that they could go with 2004 and it
would be easier to anmend it to 2005 later than the other way
around.

SENATOR ELTON sai d he woul d support 2005.

CHAI RVAN TORGERSON asked if there were any objections to
Amendnent 4. There were no objections and it was adopted.

SENATOR W LKEN noved Anendnent 5, L.9 Chenoweth, which reads as
foll ows:

22-LS1649\L. 9
Chenowet h
10/ 30/ 02

AMENDMENT 5

TO SB 360, as anended by adoption of anmendnent 22-LS1649\L. 2

| n anendnent L. 2,

Page 2, line 27, followi ng "incorporated":
Insert "into the contract
(A"

Page 2, line 28:
Delete "into the contract ;"
I nsert "; and
(B) for a contract that waives, reduces, or

defers royalty or tax paynents, a mechanism to
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recapture all or any portion of the royalty or tax
paynents that are waived, reduced, or deferred by the
operation of a contract provision if the price of
natural gas increases above the projected price of
natural gas upon which the findings and determ nation
made under (7) of this subsection are based;"

CHAl RVAN TORGERSON noted that this was another recommendation
from Ken Thonpson.

MR, COUGHLI N explained the bill currently provides that the DNR
conmm ssioner could waive, reduce or defer royalty under certain
ci rcunst ances so the purpose of this amendnent is:

If that reduction, I'll just call of them collectively
a reduction in royalty, were based on a gas price, say
of $3 and the gas price averaged $4 an ntf, this
anmendnent would require that a mechanism be put in to
place in the royalty reduction to recapture sone of
that foregone royalty. It's simlar to a provision that
we have in the current royalty reduction bill

CHAI RVAN TORGERSON said this is a “no-brainer” for him because
they have discussed the severance and royalty schenmes with the
Department of Revenue and they all have a sliding scale that
gives up on the low end and recoups on the high end. He assuned
that's what would happen, but there has been concern that if
speci fic | anguage wasn't put in, soneone nmay not know.

SENATOR ELTON t hought they mght be inserting it into the wong
spot .

MR. COUGHLIN explained that this anendnent was drafted to an
amendnent that would be offered later. "It would really go in the
current bill on page 5, lines 10 - 15.1ln essence, it would be
inserted as a (c) after (b).

SENATOR WLKEN noved and asked wunaninmous consent to wthdraw
Amendnent 5. There were no objections and it was w thdrawn.

SENATOR W LKEN noved Anendment 6, L.12 Chenoweth, which reads as
foll ows:

22-LS1649\ L. 12
Chenowet h
10/ 30/ 02

AMENDMENT 6

TGO SB 360
Page 7, line 29, following "by":
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I nsert "the state or"

Page 7, line 30, following "the":
I nsert "pipeline portion of the"

Page 8, lines 2 - b&:
Delete all material and insert:

"(1) the rates for expansion of the
natural gas transportation service are designed to
ensure the recovery, on an increnental or rolled-
in basis, of the costs associated wth the
expansi on, including a reasonable rate of return
on the applicant's investnent;"

Page 8, line 7, following "in the":
Insert "pipeline portion of the"

Page 8, line 7, follow ng "use of the":
I nsert "pipeline portion of the"

Page 8, line 10, follow ng "operation of the":
I nsert "pipeline portion of the"

CHAl RMAN TORGERSON said this is a technical amendnent from the
Adm ni strati on.

MR, COUGHLI N said that both the Comm ssioner of DNR and the Chair
of the RCA felt it was appropriate to nake sone very mnor
anendnents that attenpt to mmc the federal |aw, which uses the
word "project”. In the definition section of SB 360 it is defined
nore broadly than just a pipeline and the provisions on page 8
address basically the pipeline. He expl ained the anendnent nerely
replaces the word “project” with “the pipeline portion of the
project.”

Al so, Amendnent 6 changes the |anguage on page 8, line 3, from
"transportation service will insure" to "transportation service
are designed to insure". On page 7, the bill as currently drafted
allowed an entity desiring to ship natural gas through the
pipeline to apply for an expansion. This bill would give that
sane right to the state. It may or may not be a shipper, but it
has an interest in seeing the pipeline expanded.

CHAI RMAN TORGERSON asked if there were any objections to
Amendnent 6. There were no objections and it was adopted.

SENATOR W LKEN nmoved Anendment 7, L.13 Chenoweth, which reads as
foll ows:

22-LS1649\ L. 13
Chenowet h
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TO
Page

Page

10/ 30/ 02
AMENDMENT 7

SB 360
5 lines 1 - 25:
Delete all material and insert:

"(ee) In conjunction wth the developnment and
construction of an Alaska North Slope natural gas project,
as defined by AS 38.35.259, that requires the grant of a
right-of-way |ease under AS 38.35 for which the project
applicant has conplied with AS 38.35.240 and obtained all
certificates described in that section, the conm ssioner

(1) may, hotw thstanding any contrary provision
in this chapter, negotiate, wth the consent of the |essee,
(A to nodify any provision of an oil and

gas |lease entered into under this section, except a

provision described in (B) of this paragraph, that

i npedes devel opnent of the project; and

(B) to waive, reduce, or defer the paynent
of all or any portion of the royalty due the state
under this chapter; a waiver, reduction, or deferral of
the royalty due may be nade by the comm ssioner only if
the project applicant, or a |essee that has contracted
with the applicant to ship natural gas through the
project, shows, by clear and convincing evidence, that
construction and operation of the project would not
ot herwi se be econom cally feasible; and

(2) shall transmt to the conm ssioner of revenue
any proposed ternms relating to the lease and royalty
devel oped under this subsection that should be included in a
contract devel oped under AS 43.56.185."

12, line 15, through page 13, line 4:
Delete all material and insert:

"Sec. 43.56.185. Action by the comm ssioner to
devel op a contract covering certain tax |aws; subm ssion to
governor for action; | egi sl ative action. (a) I n

conjunction with the developnent and construction of an
Alaska North Slope natural gas project, as defined by
AS 38.35.259, that requires the grant of a right-of-way
| ease under AS 38.35 for which the project applicant or a
| essee that has contracted to ship natural gas through the
project has conplied with AS 38.35.240 and obtained all
certificates described in that section, the comm ssioner may
negotiate terns for inclusion in a contract to

(1) waive, reduce, or defer the paynent of all or
any portion of the tax levied by the state or a nmunicipality
of the state under this chapter

(2) make certain adjustnents regarding the oil
and gas | ease under AS 38.05.180(ee); and

(3) make or anmend other terns and conditions that
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are necessary to carry out the purposes of AS 38.35.235 or
that are in the best interests of the state.
(b) The conm ssioner may devel op a proposed contract
described in (a) of this section only if
(1) the comm ssioner has consulted wth any
affected nmunicipality, has considered and prepared a report
on the soci oeconomc effects of the project on any affected

muni ci pality, and has considered how any affected

comunities will provide services required by the project;
(2) the comm ssioner has considered whet her other

jurisdictions in which the project will be |ocated have

granted financial incentives;

(3) the project applicant shows, by clear and
convi nci ng evidence, that construction and operation of the
proj ect would not otherw se be econom cally feasible;

(4) the comm ssioner and the project applicant
have entered into an agreenent to begin construction of the
project by a date certain; and

(5) the comm ssioner has incorporated any
proposed terns relating to the oil and gas | ease and royalty
devel oped under AS 38.05.180(ee) into the contract.

(c) If the comm ssioner devel ops a proposed contract
under (a) and (b) of this section, the comm ssioner shal

(1) maeke prelimnary findings and a prelimnary
determ nation that the proposed contract is in the long-term
fiscal interests of the state, furthers the purposes of
AS 38.35.235, and is in the best interest of the state,
including a description of the principal factors, such as
the projected price of gas, projected production rate or
vol une of gas, proj ect ed recovery, and proj ect ed
devel opnment, construction, and operating costs, upon which
the findings are based,

(2) give reasonable public notice of the
prelimnary findings and determ nation, conduct a public
hearing, and give a reasonable opportunity of at |east 30
days, for receipt of public coment on the prelimnary
findings and determ nation;

(3) make copies of the proposed contract, the
comm ssioner's prelimnary findings and determ nation, and
the supporting financial, technical, and nmarket data
avai lable to the public and to

(A) the presiding officer of each house of
the | egislature;

(B) the chairs of the finance and resources
commttees of the legislature; and

(© the chairs of the special conmmttees on
oil and gas, if any, of the |egislature;

(4) if the legislature is not in session, offer
to appear before the Legislative Budget and Audit Committee
to provide the commttee a review of the conmm ssioner's
prelimnary findings and determ nation, the proposed
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contract, and the supporting financial, technical, and
mar ket data; if the Legislative Budget and Audit Commttee
accepts the conmm ssioner's offer, the commttee shall give
notice of the commttee's neeting to the public and all
menbers of the |egislature;

(5 wthin 30 days after the close of the public
comment period under (2) of this subsection,

(A) prepare a summary of the public comments
received in response to the proposed contract and the
prelimnary findings and determ nation;

(B) after consultation with the comm ssioner
of natural resources, if appropriate, prepare a list of
proposed anendnents, if any, to the proposed contract
that the comm ssioner determnes are necessary to
respond to public conments;

(© make final findings and a determ nation
as to whether the proposed contract and any proposed
anendnents prepared under (B) of this paragraph neet
the requirenments and purposes of AS 38. 35.235; and

(D) after considering the material described
in (A - (C of this paragraph and securing the
agreenent of the other parties to the proposed contract
regardi ng any proposed anendnents prepared under (B) of

this paragraph, issue final findings and a final
determ nati on; and
(6) transmt the proposed contract to the

governor, who may transmt the contract to the |egislature
together with a request for authorization to execute the
contract.

(d) A contract devel oped under this section is not
bi nding upon or enforceable against the state or other
parties to the contract unless the governor is authorized to
execute the contract by |aw The state and the other
parties to the contract may execute the contract within 60
days after the effective date of the |aw authorizing the
contract.

(e) A person nmay not bring an action challenging the
constitutionality of a law authorizing a contract enacted
under this section or the enforceability of a contract
executed under a law authorizing a contract enacted under
this section unless the action is comenced within 120 days
after the date that the contract was executed by the state
and the other parties to the contract.™

MR, COUGHLI N expl ained that Anmendnent 7 addresses a producer’s
concern that if royalty relief or tax changes are nade, they
woul d i ke those changes to be put into a contract. Amendnent 7
woul d acconplish that and basically sets the process up so that
royalty reduction would be negotiated with the DNR conmm ssi oner

If there is agreement on that, it would then be put into the
ultimate contract that the DOR comm ssioner would be negotiating
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and he is responsible for changes to [indisc.] |aws. He stated:

If the DOR conm ssioner were to find that changes to
the tax law or royalty laws would be in the state's
best interests, it would advance the project; it sets
forth a process that's followed thereafter. That 1is
that the Departnment of Revenue comm ssioner wll
prepare a prelimnary best interest finding. In fact,
the process would be sort of like the royalty in-kind
contracts. The comm ssioner would prepare a prelimnary
best interest finding. He would then put that out for
public comrent, he would conduct a public hearing.
After that, if the legislature was not in session, he
woul d offer to appear before LB&A to nmake an overview
presentation of the contract. Follow ng an opportunity
for public comrents, he would then prepare a witten
final finding of determnation. In that finding he is
required to address or sunmarize the public comrents
and additionally, if the commssioner felt it was
appropriate to nmke any changes to the contract, he
woul d di scuss those changes and why they are being
made. Then, the conmm ssioner of Revenue would transmt
that contract to the governor who sends it to the
| egislature and the contract would only becone
effective upon | egislative approval.

MR. COUGHLIN explained that the proposed anmendnent that was
di scussed before would require that if a waiver, reduction or
deferral of royalty were issued, there would have to be sone
mechani smto capture the upside.

CHAI RVAN TORGERSON said Amendnent 7 also has the same property
tax provision where the <conmissioner has to engage the
municipalities, prepare a socio-econonm c inpact study and decide
whether or not it's a good idea to waive nmunicipal property
t axes.

SENATOR ELTON commented that there were sone changes that he had
concerns with, although he wouldn't object to the anendnent. He
woul d be nore confortable with "waive" rather than "reduce." He
said further, "I"mstill not willing to buy off yet on the notion
that the comm ssioner can inpose a tax decision on the
municipalities that is now exclusively theirs."

CHAl RMAN TORGERSON added that it would conme back to the
| egi sl ature.

SENATOR ELTON responded that the net effect is that sonething
that is now exclusively the authority of a nunicipality is no
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| onger excl usi ve.

CHAI RVAN TORGERSON said he didn't think it was in the best
interest of anybody to just go out and reduce taxes, unless they
had gone through the five things listed there. He thought that
they had to at | east have the discussion with the nunicipalities.
He said this project mght not be economical wthout this
provi si on.

He asked if there were any objections to Anendnent 7. There were
no objections and it was adopt ed.

SENATOR W LKEN noved to adopt Anendnent 8, L.14 Chenoweth, which
reads as foll ows:

22-LS1649\L. 14

Chenowet h
10/ 30/ 02

AMENDMENT 8

TO SB 360, as anended by the adoption of anendnent 22-
LS1649\ L. 13
Page 4, line 31:

Del ete "a new subsecti on"

| nsert "new subsecti ons"

I n anendnent L. 13, page 1, following |ine 20:
I nsert a new subsection to read:

"(ff) The comm ssioner may request froman applicant or
| essee any information and records that the comm ssioner
determ nes nay be necessary to carry out a duty under (ee)
of this section. Informati on and records requested by the
conmm ssi oner, and working docunents that anal yze or
incorporate the requested information and records that are
prepared by the comm ssioner

(1) shall, notw thstandi ng any ot her provision of
| aw, be kept confidential until the comm ssioner of revenue
makes and publishes prelimnary findings and a prelimnary
determ nation under AS 43.56.185(c) if the information,
records, or wor ki ng docunent s contain sensitive,
proprietary, or privileged information and the applicant or
| essee requests that the information, records, or working
docunents be kept confidenti al

(2) are public records when the conmm ssioner of
revenue mnakes and publishes prelimnary findings and a
prelimnary determ nation under AS 43.56.185(c)."

In anendnent L. 13, page 4, following line 19:
Insert a new subsection to read:
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"(f) The comm ssioner my request from a project
applicant or froma |l essee affected by AS 38.05.180(ee) and
(ff) and this section any information and records that the
conmmi ssi oner determ nes nmay be necessary to carry out a duty
under this section. Informati on and records requested by
the comm ssioner, and working docunents that analyze or
incorporate the requested information and records that are
prepared by the comm ssioner

(1) shall, notw thstandi ng any ot her provision of
| aw, be kept confidential until the comm ssioner nekes and
publ i shes prelimnary findi ngs and a prelimnary
determ nation under (c) of this section if the information,
records, or wor ki ng docunent s contain sensitive,
proprietary, or privileged information and the applicant or
| essee requests that the information, records, or working
docunents be kept confidenti al

(2) are public records when the conm ssioner
makes and publishes prelimnary findings and a prelimnary
determ nation under (c) of this section.”

MR, COUGHLI N expl ai ned that Amendnent 8 provides that docunents
that are supplied to either the conm ssioners of DOR or DNR as
part of an application for a change to either royalty or tax |aws
would be held confidential wuntil such tine as there is an
agreenent with the conmpany, in which case that would be at the
prelimnary finding stage. At that point, the comm ssioner of DOR
woul d make the docunents available that support his decision as
to whether they are confidential or not.

CHAI RVAN TORGERSON said they basically didn't want the issue
tried in the press or other places.

SENATOR HALFORD asked whether certain docunents that don't
support the conm ssioner’s decision would remain confidential.

MR, COUGHLIN replied that is not what it says; it says all of the
docunents will be available foll ow ng a deci sion.

SENATOR ELTON asked if this had been an issue with Foothills work
or other applications that DNR has considered in the past.

CHAI RMAN TORGERSON said the short answer is no, because they
haven't asked for royalty relief.

4:20 p.m

MR. COUGHLIN added that when he was Deputy Director for the
Division of Ol and Gas he received applications for royalty
relief and that information was kept confidential.

CHAI RVAN TORGERSON asked if there were any objections to

SENATE RES COW TTEE - 18- April 17, 2002



Amendnent 8. There were no objections and it was adopted.

SENATOR W LKEN noved to adopt Anendnent 9, L.15 Chenoweth, which

reads as foll ows:
22-LS1649\ L. 15
Chenowet h
10/ 30/ 02

AMENDMENT 9

TG SB 360
Page 8, lines 2 - 15:
Delete all material and insert:
"(1) the rates for expansion service
are designed to ensure the recovery, on an
increnental or rolled-in basis, of the cost

associated wth the expansion, including a
reasonable rate of return on the investnent;
(i) the rates do not require the

exi sting shippers on the pipeline portion of the
project to subsidize expansi on shi ppers;

(ti1) the proposed shipper will conply
wi th, and the proposed expansion and t he expansion
of service wll be wundertaken and inplenented
based on, terns that are consistent with the then-
effective tariff of the pipeline portion of the
proj ect;

(1v) the proposed facilities wll not
adversely affect the financial or econonic
viability of the pipeline portion of the project;

(v) the proposed facilities wll not
adversely affect the overall operations of the
pi peline portion of the project;

(vi) the proposed facilities wll not
di m nish the contract rights of existing shippers
to previously subscribed certificated capacity;

(vii) al | necessary environnental
reviews have been conpl eted; and

(viii) the expansion is required by the
present and future public conveni ence."”

MR, COUGHLI N expl ai ned:

On page 8, one of the purposes we had in mnd was
trying to exactly mmc the |anguage of the current
version of the federal energy |aw that has been passed
by the Senate in terns of how can you get an expansi on.
If you neet these criteria, you can get an expansion

When that went over to legislative drafting, it didn't
cone back the sanme way. Sonme of the verbs and nanes had
been changed. So, this change does not really change
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any of the substance. It's just an attenpt to actually
make the |anguage be as close as possible to the
federal |aw. Both the producer, in particular, the DNR
expressed sonme concern if there were any variances to
t hat | anguage.

SENATOR LI NCOLN thought sonme of the wording wasn't consistent
wi th what they had just discussed in Amendnent 6.

MR, COUGHLI N expl ai ned that Anmendnent 9 was witten assum ng the
commttee would adopt anmendnent 6. It addresses the one
definitional problem of having defined the project |arger than
they wanted to. This anmendnent inserts "the pipeline portion of
the project” for "project” on line 14. O herwise it's consistent
with federal |aw

CHAI RVAN TORGERSON said she had a good point and apol ogi zed for
the confusion. He asked if there were any objections to Arendnent
9.

SENATOR ELTON said it would be helpful for M. Coughlin to go
through the anendnents to check for consistency after the
drafters are done.

CHAI RVAN TORGERSON sai d they sent over the |anguage they wanted,
but the drafter had changed sone of the words to neke it read
better. He comented, "So we're going from federal |egalese to
state | egal ese.”

SENATOR W LKEN noved to adopt Amendnent 10.

MR. COUGHLI N expl ai ned that Anendnent 10 nmekes it clear that they
are not giving the comm ssioner of DNR the authority to change
oil royalties. They are just dealing wth gas royalties since
they are dealing with a gas project.

CHAI RVAN TORGERSON asked if there were any objections to
Amendnent 10. There were no objections and it was adopt ed.

SENATOR W LKEN noved to adopt Anmendnent 5, L.9 Chenoweth, which
reads as foll ows:

22-1LS1649\L. 9
Chenowet h
10/ 30/ 02

AMENDMENT 5

TO SB 360, as anended by adoption of anmendnent 22-LS1649\L. 2
I n amrendnent L. 2,
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Page 2, line 27, followi ng "incorporated":
Insert "into the contract
(A"

Page 2, line 28:
Delete "into the contract;"
Insert "; and
(B) for a contract that waives, reduces, or

defers royalty or tax paynents, a mechanism to
recapture all or any portion of the royalty or tax
paynents that are waived, reduced, or deferred by the
operation of a contract provision if the price of
natural gas increases above the projected price of
natural gas upon which the findings and determ nation
made under (7) of this subsection are based;"

TAPE 02-20, SIDE B

CHAI RMAN TORGERSON asked if there were any objections to
Amendnent 5. There were no objections and it was adopted.

SENATOR W LKEN noved to report CSSB 360(RES) fromcommttee with
i ndi vidual reconmendations. There were no objections and it was
so ordered.

#

#SCR30
SCR 30- ALASKA SALMON DAY

CHAI RVAN TORGERSON announced SCR 30 to be up for consideration.

M5. SARA NI ELSON, staff to Senator Ben Stevens, said that SCR 30
procl ai ns June 30, 2002 as Al aska Salnon Day. It recognizes that
the salnmon industry has a huge part of all Al askan's lives and
will raise public awareness of one of Alaska's nobst inportant
i ndustries by pronmoting and celebrating the catching and eating
of salnmon. Alaska is the largest commercial wild salnon fishery
in the world. In the last decade state salnon harvest totaled
nore than $4.5 billion, making it extrenely vital to Al aska's
econony. Last year alnobst 450,000 resident and non-resident
| i censes were issued for sport fishing.

CHAI RVAN TORGERSON asked why this resolution is being sent to
Al aska’ s congressional delegation instead of soneone in Al aska.
He noted, "They're not going to cel ebrate sal non day back there.”

SENATOR STEVENS said he would entertain sonme instate suggestions
as wel | .

CHAI RVAN TORGERSON said it should be sent to organized fishing
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groups and maybe hatcheri es.

V5. BARBARA BELKNAP, Executive Director, Al aska Seafood Marketing
Institute (ASM), thanked Senator Stevens for introducing this
resolution. ASM is trying to augnent its pronotions with seafood
stores and retailers this sumer and actually wanted a Nationa
Al aska Sal nron Day declared by the President, but wasn’'t able to
do that. She said ASM would al so send the resolution to chanbers
and tourism bureaus.

SENATOR W LKEN asked why it wouldn't be an Al askan Sal non Wek.

M5. BELKNAP answered that ASM wants to have a "kick off" wth
particular retailers. She got the idea from British Colunbia
whi ch established |ast year as the Year of the Bear. Everyone who
went through there was inundated wth information about bears.
She thought it would be terrific to have the Year of the Sal non
here, but it was too late to go that far and ASM didn't have the
budget to make it what they would |iKke.

CHAI RVAN TORGERSON asked that copies go to ASM w th instructions
to distribute the resolution throughout the state and to Senators
Frank Murkowski and Ted Stevens.

V5. BELKNAP replied that she woul d be happy to do that.

SENATOR ELTON said on page 1, line 15 there are two extraneous
words "to and".

SENATOR LINCOLN commented that the resolution enphasizes |ust
catching and eating, not nmarketing of sal non.

M5. BELKNAP said ASM wanted to expand this into sonething
statewide that would actually celebrate the industry as well and
the cultural inportance of sal non

SENATOR WLKEN noved to insert, "Alaska Seafood Marketing
Institute" on page 2, lines 5 - 7.

SENATOR ELTON asked if they could also send a copy to the
Gover nor.

SENATOR WLKEN noved to add the Governor to the list of
reci pients. There were no objections and it was so ordered.

SENATOR STEVENS noved to pass CSSCR 30(RES) from conmttee with
i ndi vidual recommendations and its attached zero fiscal note.
There were no objections and it was so ordered.

#

#HB206
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CSHB 206(RLS)-LI M TED ENTRY FOR COW FI SHERI ES

CHAI RMAN TORGERSON announced CSHB 206(RLS) to be wup for
consideration and said he had already taken public testinony and
that no anendnents had been proposed. He noted that there was
quite a bit of opposition to the bill since the commttee heard

it - a few petitions signed by about 10 people each and a nunber
of individual letters.

SENATOR ELTON noved to pass CSHB 206(RLS) from conmttee wth
i ndi vi dual recommendation and the attached zero fiscal note.

SENATOR HALFORD obj ect ed.

A roll call vote was taken and the notion carried with Senators
Li ncoln, Elton, Stevens and WIlken in favor and Senators Hal ford
and Torgerson opposed.

#

There being no further business to cone before the commttee,
CHAI RVAN TORGERSON adj ourned the nmeeting at 4:43 p.m
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