ALASKA STATE LEG SLATURE
HOUSE RESOURCES STANDI NG COW TTEE
May 5, 2003
3:10 p. m

VEMBERS PRESENT

Representative Hugh Fate, Chair
Representative Beverly Masek, Vice Chair
Representative Carl Gatto
Representative Cheryll Heinze
Representative Bob Lynn

Representative Carl Morgan
Representative Kelly Wl f

MVEMBERS ABSENT

Representative Beth Kerttul a
Representative David CGuttenberg

COW TTEE CALENDAR

HOUSE CONCURRENT RESCLUTI ON NO. 10

Relating to restoration of riparian habitat that is vital to the

fisheries resources of the state.
- MOVED HCR 10 OQUT OF COW TTEE

HOUSE Bl LL NO. 283
"An Act relating to limtations on coal |eases.”

- MOVED HB 283 QUT OF COW TTEE
HOUSE Bl LL NO. 208
"An Act relating to hunting on the same day airborne;
providing for an effective date."

- SCHEDULED BUT NOT HEARD

HOUSE Bl LL NO. 87
"An Act relating to mning."

- SCHEDULED BUT NOT HEARD

SPONSOR SUBSTI TUTE FOR HOUSE BI LL NO 28

and
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"An Act relating to adjustnments to royalty reserved to the state
to encourage ot herwi se uneconom ¢ production of oil and gas; and
providing for an effective date."

- SCHEDULED BUT NOT HEARD

SPONSOR SUBSTI TUTE FOR HOUSE BI LL NO. 198
"An Act providing for a reduction of royalty on certain oil
produced from Cook Inlet subnmerged | and."

- SCHEDULED BUT NOT HEARD

CS FOR SENATE BILL NO. 151(L&C)
"An Act relating to the regulation of natural gas pipelines
under the Pipeline Act; and providing for an effective date."

- BILL HEARI NG POSTPONED TO 5/ 07/ 03

HOUSE BI LL NO. 246

"An Act relating to the limtation on upland acreage that a
person may take or hold under oil and gas |eases; and providing
for an effective date.”

- BILL HEARI NG POSTPONED TO 5/ 07/ 03
PREVI QUS ACTI ON
BILL: HCR 10

SHORT TI TLE: RESTORATI ON OF RI PARI AN HABI TAT
SPONSOR( S): REPRESENTATI VE( S) WOLF

Jrn-Date Jrn- Page Action

02/ 28/ 03 0338 (H READ THE FI RST TI ME -
REFERRALS

02/ 28/ 03 0338 (H FSH, RES

03/ 17/ 03 0565 (H COSPONSOR( S): FOSTER

03/ 19/ 03 0593 (H COSPONSOR(S) : LYNN, MEYER

03/ 26/ 03 0652 (H COSPONSOR('S):  HEI NZE,
CHENAULT

04/ 02/ 03 0749 (H COSPONSOR('S) : MORGAN

04/ 04/ 03 0798 (H COSPONSOR('S): W LSON

04/ 04/ 03 (H FSH AT 8: 30 AM CAPI TOL 124

04/ 04/ 03 (H Moved Qut of Commttee

04/ 04/ 03 (H M NUTE( FSH)

04/ 07/ 03 0816 (H FSH RPT 4DP 1NR

04/ 07/ 03 0816 (H DP: OGG WLSON, SAMUIELS,

SEATON,;
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04/ 07/ 03 0816 (H) NR: GUTTENBERG

04/ 07/ 03 0816 (H) FN1: ZERQ(LEG

04/ 17/ 03 1030 (H) COSPONSOR( S) : GATTO

04/ 25/ 03 (H RES AT 1:00 PM CAPI TOL 124
04/ 25/ 03 (H -- Meeting Postponed --
04/ 30/ 03 (H) RES AT 1: 00 PM CAPI TOL 124
04/ 30/ 03 (H -- Meeting Postponed --
05/ 02/ 03 (H) RES AT 1: 00 PM CAPI TOL 124
05/ 02/ 03 (H -- Meeting Cancel ed --

05/ 05/ 03 (H) RES AT 1: 00 PM CAPI TOL 124

BILL: HB 283
SHORT TI TLE: ACREAGE FOR COAL LEASES
SPONSOR( S): REPRESENTATI VE( S) FATE

Jrn-Date Jr n- Page Action

04/ 24/ 03 1094 (H) READ THE FI RST TI ME -
REFERRALS

04/ 24/ 03 1094 (H) RES

04/ 30/ 03 (H) RES AT 1: 00 PM CAPI TOL 124

04/ 30/ 03 (H -- Meeting Postponed --

05/ 02/ 03 (H) RES AT 1: 00 PM CAPI TOL 124

05/ 02/ 03 (H -- Meeting Cancel ed --

05/ 05/ 03 (H) RES AT 1: 00 PM CAPI TOL 124

W TNESS REG STER

JI' M POUND, St af f

to Representative Hugh Fate

Al aska State Legislature

Juneau, Al aska

POSI TI ON  STATEMENT: Present ed HB 283 on Dbehalf of
Representative Fate, sponsor

CHARLI E BODDY, Vice President of Governnental Relations

Usi belli Coal Mne, Inc.

Fai r banks, Al aska

POSI TI ON STATEMENT: Testified in support of HB 283 and answered
guesti ons.

ACTI ON NARRATI VE

TAPE 03-36, SIDE A
Number 0001
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CHAIR HUGH FATE called the House Resources Standing Conmittee
neeting to order at 3:10 p.m Representatives Fate, Masek,
Gatto, Heinze, and Mdrgan were present at the call to order.

CHAI R FATE recessed the nmeeting to a call of the chair.

Number 0073

CHAIR FATE called the neeting back to order at approximately
7:15 p.m Present were Representatives Fate, Msek, Lynn,
Gatto, Heinze, and Wl fe; Representative Mrgan arrived back as

the neeting was in progress.

HCR 10- RESTORATI ON OF RI PARI AN HABI TAT

Number 0162

CHAI R FATE announced that the first order of business would be
HOUSE CONCURRENT RESOLUTION NO 10, Relating to restoration of
riparian habitat that is vital to the fisheries resources of the
state. [HCR 10 was sponsored by Representative WlIf.]

CHAI R FATE asked whether anyone w shed to testify [there was no
response]j.

Nunber 0207

REPRESENTATI VE MASEK noved to report HCR 10 out of comittee
with individual recommendations and the acconpanying zero fisca
note(s); she asked for unaninous consent. There being no
obj ection, HCR 10 was reported from the House Resources Standing
Commi ttee.

HB 283- ACREAGE FOR COAL LEASES

Nunmber 0275

CHAI R FATE announced that the next order of business would be
HOUSE BILL NO 283, "An Act relating to limtations on coal
| eases. "

CHAI R FATE, sponsor, asked his staff to present the bill

Nunmber 0360

JIM POUND, Staff to Representative Hugh Fate, Alaska State
Legislature, highlighted the large anmpbunt of coal reserves in
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Al aska, noting that throughout the vyears this resource has

provi ded power for hones and enployed nmany people. Today,
however, the state is at a juncture. Intended to increase the
anpunt of state acreage available for coal |leases, HB 283 is
witten to open the door to economc opportunity. Conpani es
that currently are working will be able to expand, and new ones
will be nore feasible. Suggesting the state will gain from new
and expanded |eases, M. Pound called this a win-win situation
for both the state and the coal industry. He concl uded by
saying HB 283 doesn't change the strict envi r onnent al
requirenents for  conpanies, but sinply makes nore |and
avai |l abl e.

Number 0478

REPRESENTATI VE GATTO, expressing curiosity as to how the nunbers
wer e determ ned, asked: If it's a win-win situation and 92,160
acres is better than 46,080 acres, why is there any limtation?

CHAI R FATE suggested Charlie Boddy could answer after presenting
his testinony.

Nunmber 0558

CHARLI E BQODDY, Vice President of Gover nnent al Rel ati ons,
Usi belli Coal Mne, Inc., told nenbers HB 283 has the full
support of his conpany as well as other resource-related

organi zations around the state. He explained:

This legislation is vital to our conpany if we plan to
expand operations outside of the Interior of Al aska.
Qur recently wunveiled 200-negawatt Enma Creek coal -
fired power-generation facility was proposed only
after we secured additional |eases in the Healy area
through a conpetitive sale just over a year ago. That
| easehol d acquisition brought our |eased state acreage
hol di ngs to 37,952 acres.

It's our belief that Al aska has great potential for

export, both donestically and internationally, and

that this proposed legislation will accord ourselves

and others the opportunity to pursue those options.
Number 0668

REPRESENTATI VE MASEK observed that the fiscal note [from the
Department of Natural Resources (DNR)] says that the departnent
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supports the bill; that the change in allowable acreage is
consistent with a recent change in federal |aw that increased

the aggregate acreage of federal coal |leases held by one
conpany; and that there is no fiscal inpact [predicted for] this
bill. She said the bill wll create a better chance for

busi nesses to devel op resources, and spoke in support of it.
Nunber 0733

REPRESENTATI VE GATTO asked M. Boddy how the 92,160 [acres] was
arrived at.

MR. BODDY answered that it changes the | easable acreage fromtwo
full townships to four

REPRESENTATI VE GATTO asked: If four is better than two, isn't
Si X even better? And isn't an infinite anmount better than no
anmount ?

MR. BODDY said Al aska is probably one of the few states with any
limtations on state |easeholds; however, nobst states coul dn't
col l ectively put together 46,000 acres. He added, "Mbst of the
coal that we would be conpeting against, for exanple, in the

Western United States, is the Departnment of the Interior, is
federal coal. And that ... was the acreage that was increased
in 2001."

Number 0845

CHAIR FATE asked M. Boddy whether one reason for this 1is
because of the conpetitive nature of the ground opened up by the
Departnent of the Interior in the Lower 48.

MR. BODDY said that's correct. Noting that he'd discussed the
issue with the National Mning Association in Mirch, he said
sonme of the markets that would be |ooked at are West Coast
markets currently supplied by sonme Western states. He indicated
that this [bill] would provide an opportunity to advance coal
that would probably be closer to tidewater than his conpany's
Heal y operati ons.

CHAIR FATE surmsed that the acreage doesn't have to be
conti guous.

MR BODDY said that's correct. He added:
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| don't think it's any great secret that after 17
years, we had a hard time continuing our relationship
with exporting coal to South Korea. A large part of
that was, we were having to "rail" ... the product al
the way fromlinterior Alaska to a port at Seward. And
al though Al aska Railroad certainly stayed ... in the
hunt as long as we did, to try to keep that program
viable, we sinply could not neet the market conditions
by shipping coal fromthe Interior of Al aska.

Number 0981

CHAI R FATE asked, "In the event that you wanted to do sone of
your own exploration for shallowwell or coal bed nethane, you
woul d conme under different regulations relative to shallow gas
than you would to mning coal, would you not?"

MR BODDY answered in the affirmati ve.

CHAI R FATE offered his understanding, "You would have to still
get your license or permt to go after the gas; it's just your
| ease for coal ... wouldn't cover the gas.”

MR, BODDY said that's correct.

Nunber 1049

REPRESENTATI VE MASEK noved to report HB 283 out of comittee
with individual recommendations and the acconpanying zero fisca

note; she asked for unaninous consent. There being no
obj ection, HB 283 was reported fromthe House Resources Standing
Commi ttee.

ADJ OURNVENT

Nunber 1089

The House Resources Standing Committee neeting was recessed to a

call of the chair at approximately 7:35 p.m [ The neeting was
reconvened May 7, 2003.]
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