HOUSE FI NANCE COWM TTEE
April 26, 2004
2:18 P. M
TAPE HFC 04 — 98, Side A

CALL TO ORDER

Co-Chair WIllianms called the House Finance Commttee neeting
to order at 2:18 P. M

VEMBERS PRESENT

Representative John Harris, Co-Chair
Representative Bill WIlIlianms, Co-Chair
Representative Kevin Meyer, Vice-Chair
Representative M ke Chenaul t
Representative Eric Croft

Representati ve Hugh Fate
Representative Ri chard Foster
Representati ve M ke Hawker
Representative Carl Mses
Representative Bill Stoltze

VEMBERS ABSENT

Represent ati ve Reggi e Joul e

ALSO PRESENT

Representative Beverly Masek; Representative Carl Gatto;
Amanda W1 son, Staff to Representative Rokeberg

PRESENT VI A TELECONFERENCE

Mark Meyers, Director, Dvision of Ol and Gas, Departnent
of Natural Resources; Myl Thonpson, Representing Self;
Chris Whittington-Evans, Friends of WMat-Su

SUMVARY

HB 395 An Act relating to shallow natural gas |easing and
the regul ation of shallow natural gas operations.
HB 395 was heard and HELD in Conmttee for further
consi derati on.

HB 531 An Act relating to natural gas exploration and

devel opment and to nonconventi onal gas, and
anendi ng the section under which shall ow natural
gas leases may be issued; and providing for an
effective date.
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HB 531 was heard and HELD in Commttee for further
consi derati on.

HB 255 An Act anmendi ng the Al aska Wage and Hour Act as it
relates to flexible work hour plans, the provision
of training wages, and the definitions of certain
ternms; and repealing the exenption in the Act from
t he paynent of m ni num wages for |earners.

HB 255 was Schedul ed but not Heard.

HB 342 An Act relating to driving while intoxicated; and
providing for an effective date.

HB 342 was heard and HELD in Commttee for further
consi derati on.

#HB395
HOUSE BILL NO._ 395

An Act relating to shallow natural gas |easing and
the regul ation of shallow natural gas operations.

REPRESENTATI VE HARRI S, SPONSOR, expl ained that the Resources
Commttee Substitute deals wth shallow natural gas

devel opment in the Matanuska Valley. The bill had been heard
inthe Gl and Gas, Judiciary, and Resources Commttees. He
stated his preference to hold the bill and work on it rather

than hear public testinony today.

HB 395 was heard and HELD in Committee for further
consi der ati on.

#HB531
HOUSE BILL NO. 531

An  Act relating to natural gas exploration and
devel opment and to nonconventional gas, and anending
the section under which shallow natural gas | eases may
be issued; and providing for an effective date.

REPRESENTATI VE BEVERLY MASEK, SPONSOR, commented that the
House Q| and Gas and Resources Commttees did a |ot of work
on CSHB 531(RES) and there have been several versions of the
bill.

Representati ve Masek read the sponsor statenent as foll ows:

“The intent of original shallow gas |easing legislation in
1995, HB 394, was to expand devel opnment of our state's
mar ket abl e natural gas resources, as well as to pronote
private-sector enploynent, generate |ess expensive energy
alternatives for rural Al askan consuners, and enhance |oca
tax bases for nmunicipalities. Shallow gas |egislation was
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inspired by the need to tailor the particular econom es of
this resource opportunity to avail abl e market opportunities.
This type of gas extraction does not conform to the sane
econom es of scale as conventional deep-hole oil and gas
drilling.

Oiginal legislation provided for leasing on a first-cone,
first-served basis so that devel opnent of the resource in
areas away from the energy grid could take place. Wth a
wel | -known shortage of natural gas devel opnent opportunities
in South Central Alaska, prospects of |easing on-shore
fields in the Cook Inlet Basin becane very attractive. Two
uni nt ended consequences of this sudden i nt er est
materialized. One, it sparked leasing of the state-owned
subsurface mneral estate in uneconom c areas, and two, it
encouraged leasing in areas where divergent interests
bet ween gas devel opnent and established |ocal residential
and business activities cane into conflict.

Wthout HB 531, a subsequent gas devel opnent entity could
i medi ately | ease |and relinquished by the original |essee.
In addition, land not currently |eased remains subject to
current over-the-counter standards. This bill initiates a
permanent solution to these problens. It has been brought
forward in response to strong citizen interest in the Mt-Su
Vall ey and on the Kenai Peninsula, with input from severa
public neetings held at one time or another by the Al aska
Department of Natural Resources (DNR), and the Senate
Resources Committee.

Leqi sl ati on Hi ghli ghts

El i mi nat es over-the-counter,  first-come,  first-served
shal I ow gas | eases and replaces it with area-w de |easing or
exploration |icensing.

Requires a best-interest finding before any oil and gas
| easi ng or exploration licensing. This will give DNR control
of what land is |eased, avoiding unnecessary surface-owner
conflicts. Best-interest finds are a tine-tested public
process.

Creates a gas-only section of area-wde leasing and
exploration licensing identified in a best-interest finding
by DNR

Differentiates conventi onal and non- conventi onal gas
resources for the purposes of |ease rentals.

Defi nes conventional and non-conventional gas devel opnent,
and treats each distinctly. Recognizes that |ease rights
should not be determined by a depth criteria only. Enhances
producti on opportunities.
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Encourages exploration licenses with a best-interest finding
as the method for nonconventional gas exploration outside of
the area-wide leasing in rural Al aska.

Makes |easing and regulatory criteria fit the appropriate
activity.

Ensures conpetitive processes, thereby, maxim zing the
state’s interests.”

CHRIS WH TTI NGTON- EVANS, FRIENDS OF MAT-SU, A NONPROFIT
ClI TIZENS GROUP, VI A TELECONFERENCE, expressed support for
the bill but voiced that it has problens that he would |ike
to see addressed. Currently there are 157,000 acres of | and
t hat have been applied to be | eased, with about 80,000 acres
| ocated in the Mat-Su Valley. The land is not currently
under contract and a lease is not pending on it. He said
that the reforns in this bill are very inportant, but the
bill should not nove forward with the additional 157,000
acres excluded from the provisions of the best interest
finding, adequate notice and other policy reforns in the
bill. It is in the best interest of the citizens living
adj acent to and on the leased lands that the bill includes
those lands as well. He inplored the Conmmttee not to
bi furcate the bill into an urban and rural divide by giving
a best interest finding in the Mt-Su, Kenai, Anchorage and
Fai rbanks areas. He felt that it would create aninosity in
rural areas. He noted that people are unhappy over the
Holitna River and Healy area |lands that have been applied
for but are not active | eases.

Co-Chair Harris asked where in the bill to include these
| eases that are available but not yet acted upon by the
State. M. Whittington-Evans replied that the last part of
the bill in Section 59 relates to exclusion of active |eases
and those that have been applied for.

Co-Chair Harris thought that |eases issued wunder AS
38.05.177 and in effect on Decenber 31, 2003 [Sec. 59, page
48, line 10] would be exenpt under the provisions of this
bill.

MRYL THOWPSON, REPRESENTI NG SELF VI A TELECONFERENCE, agreed
with the comments of M. Wittington-Evans. He referred to
page 2, line 30 through page 3, line 1 regarding regulation
of hydraulic fluid. He explained that he had wanted to add
toxic fluid | anguage to the bill but previous commttees did
not support it. The 10% hydrochloric acid that is part of
every fracting load [hydrofracturing through acid or diesel]
anounts to half a gallon per load, and in sone wells there
could be up to 26 seans of coal. He felt that it is a |large
anmopunt of toxic fluid that should be addressed by |anguage
in the bill. He reiterated for the record that HB 531 does
not affect any portion of the Mat-Su Vall ey | eases.
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MARK MEYERS, DI RECTOR, DIVISION OF OL AND GAS, DEPARTMENT
OF NATURAL RESOURCES (DNR), VI A TELECONFERENCE, ANCHORAGE
clarified that retroactivity is in Sec. 59 on page 48, line
11, “(2) lease applications under AS 38.05.177 that were
received by the Departnent of Natural Resources before
January 1, 2004.~

M. Meyers explained that the DNR slowed the process of
i ssuing | eases on applications that were nostly filed prior
to the fall [of 2003]. The Departnent has not issued those
| eases because its priority was the regulatory process in
the [Mat-Su] Valley. The |ease applications were in the
Holitna Basin, the Mitanuska Valley, and Healy. There are
currently no shallow gas leases in either the Healy or
Holitna areas although there are pending applications. The
| ogi ¢ behind the grandfather date of January 1, 2004 [page
48, line 12] was to allow for those applications to be
processed under the regulatory franework that will exist, at
| east in case of Mat-Su, at the tine the Departnent issues
the | eases after the public process is conplete.

Co-Chair Harris asked why the Departnment would oppose
changing to the best interest finding for the |ease
applications that are still wunprocessed, since there was
opposition to the prior process. M. Myers replied that the
Departnent is not opposed to it, but because of the fairness
issue, it has slowed down the process by a self-inposed
noratorium The concern would be in the Healy [Usibelli] and
Holitna [Holitna Energy] areas where there are efforts to
develop projects wth power, and, to sonme degree,
Evergreen’s operations in the Mitanuska Valley. He stated
that it is a legislative policy issue.

Co-Chair Harris asked if the leases are all in areas wth
m ning operations. M. Myers affirnmed, with the exception
of the Evergreen Resources applications in the Matanuska
Valley, the Healy and Holitna areas. In response to a
guestion by Co-Chair Harris, M. Myers explained that Healy
is populated around the mne site, but is |ess densely
popul ated than the WMatanuska Valley, and Holitna has | ow
popul ation density with no active coal | eases.

Co-Chair Harris asked if the available leases in the
Mat anuska Valley are in a populated area. M. Myers
responded that it’s noderately populated, with pockets of
hi gher density in subdivisions. In response to a question by
Co-Chair Harris, he said that eleven applications for
permts are pending in that area.

Co-Chair Harris advised that he is weighing the problens
with not going to the best interest findings, which he
supports, since there is so nuch difficulty with the current
program
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Representative Fate requested that soneone be available at a
| ater hearing on the bill to answer technical questions
regarding the statutes pertaining to University | ands.

Representative Msek pointed out that recently the DNR
cl osed out public notices in the Mat-Su Valley and provided
the Legislature with a draft review of their enforceable
standards for coal bed nethane devel opnent of State-owned
resources in the Mat-Su Valley. She had reviewed the report
and felt that the public workshops led to good enforceable
standards that the Admnistration can inplenment. The draft
report clears up issues of concern to the public including
standards regarding public notice and standards for future
| eases.

Co-Chair Harris comrented that coal bed nethane shal |l ow gas
| easing is not new, and he felt that the Departnent has been
extrenely slow in pronulgating the needed regul ations. He
asked if HB 531 requires a tinetable for the DNR to wite
regul ati ons. Representative Masek answered that the bill
does not. The Departnment wll hold nore public hearings
before finalizing their standards.

HB 531 was heard and HELD in Committee for further
consi derati on.

#HB342
HOUSE BI LL NO. 342

An Act relating to driving while intoxicated; and
providing for an effective date.

Co-Chair Harris MOWED to ADOPT Wirk Draft Version 'V,
Luckhaupt dated 4-22-04. There being NO OBJECTIQN, it was
so ordered.

Co-Chair Harris asked if a person with a DU conviction nust
install a device [ignition interlock] so that the vehicle
wll not start if the driver’s breath contains al cohol.

REPRESENTATI VE CARL GATTO affirnmed, and explained that it is
now virtually inpossible for a good nmechanic to defeat the
ignition interlock device.

Co-Chair Harris asked if this would place in statute that a
person convicted of an alcohol-related offense could drive
if he had an ignition interlock device in his vehicle.
Representative Gatto explained that historically penalties
for DU were increased, with the State paying for jail tinme
and nedi cal treatnent. He conducted research on the laws in
other states, and he asserted that the single nost effective
way to prevent drunks from driving cars is an interlock
device. He said that it had a good rate of reduction
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although it didn't elimnate recidivism In previous
versions of the bill, the penalties were “| addered.”

AMANDA W LSON, STAFF TO REPRESENTATI VE ROKEBERG, expl ai ned
that the changes made to HB 342 dealt with the ignition
interlock device, and allowing limted |icenses for people
in wellness courts or therapeutic courts, which are
i ntensive outpatient treatnent prograns. The participants
are nonitored while taking Naltrexone, which prevents people
from consum ng al cohol

M. WIlson informed the Commttee that the Well ness Court is

an 18-nonth program Upon conmpletion of it, people
currently may have portions of their sentence and fine
reduced, and under this bill, could get alimted |license as
well. It is an effective tool and there is incentive to
enter the program and successfully conplete it. She not ed
that the Wllness Court has had trenendous success in
turning peoples’ |lives around. The court also «closely

nonitors the participants.

Ms. W/ son discussed the changes in Version V of the bill
Section 2, subsections 2 and 3 [on page 3] refers to a
court-ordered treatnent program described under AS 28. 35.030
(p) and it is the Well ness Court program

Ms. WIson noted that Section 3, page 3, changes the “l ook
back | aws” which are currently lifetine. The lifetime |ook
back at offenses was intended to nab the habitual offenders
who re-offended every four or five years. Currently the
license is suspended for a year and there is no ability to
get a limted driver’s Ilicense. For equity, the bil
excludes offenses longer than fifteen years preceding the
date of the present offense, so that an offender is not
treated the sane as soneone with two DU's within a few
years.

Ms. WIson explained that Section 4 deals with the DU
courts for the felony offender, and it allows for a limted
license if the offender has an ignition interlock as well
Completion of the lengthy and intensive therapeutic court
program and treatnent with Naltrexone is required. Ms.
W son concluded that punishnment is not an effective tool
and people nmust be socially reintegrated. The intent of the
bill is to assist people with reentering society, reaching
sobriety and maintaining a healthy lifestyle through finding
st eady enpl oynent.

HB 342 was heard and HELD in Committee for further
consi derati on.

#HB255
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HOUSE BI LL NO._ 255

An Act anending the Alaska Wage and Hour Act as it
relates to flexible work hour plans, the provision of
training wages, and the definitions of certain terns;
and repealing the exenption in the Act fromthe paynent
of m ni mum wages for |earners.

HB 255 was Schedul ed but not Heard.
#

ADJ QURNVENT

The neeting was adjourned at 2:55 P. M
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