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- MOVED CSSB 265(RES) QUT OF COW TTEE

SENATE BI LL NO. 266

"An Act approving an interim classification by the comm ssioner
of natural resources closing certain land within the area of the
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date.”
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Relating to the resolution of subnerged land title disputes.
- MOVED SJR 27 OQUT OF COW TTEE

PREVI QUS COMM TTEE ACTI ON

BILL: SB 265

SHORT TI TLE: O L&GAS LEASE SALE SCHEDULE/ NOTI FI CATI ON
SPONSCR(S): RULES BY REQUEST OF THE GOVERNOR

01/ 14/ 04 (S) READ THE FI RST TI ME - REFERRALS
01/ 14/ 04 (S) RES

02/ 04/ 04 (S) RES AT 3: 30 PM BUTROVI CH 205

02/ 04/ 04 (S) Moved CSSB 265(RES) Qut of Conmittee
02/ 04/ 04 (S) M NUTE( RES)

02/ 06/ 04 (S) RES RPT CS 5DP 1AM SAME TI TLE
02/ 06/ 04 (S) DP: OGAN, SEEKI NS, WAGONER, DYSOQN,
02/ 06/ 04 (S) ELTON, AM STEVENS B

02/ 25/ 04 (S) TRANSM TTED TO (H)

02/ 25/ 04 (S) VERSI ON: CSSB 265( RES)

02/ 26/ 04 (H READ THE FI RST Tl ME - REFERRALS
02/ 26/ 04 (H &G RES

02/ 26/ 04 (H 0&G AT 3:15 PM CAPI TOL 124

02/ 26/ 04 (H Schedul ed But Not Heard

02/ 27/ 04 (H RES AT 1: 00 PM CAPI TOL 124

02/ 27/ 04 (H -- Meeting Canceled --

03/ 02/ 04 (H &G AT 3:15 PM CAPI TOL 124

03/ 02/ 04 (H Heard & Held

03/ 02/ 04 (H M NUTE( O&GQ)

03/ 09/ 04 (H &G AT 3:15 PM CAPI TOL 124

03/ 09/ 04 (H Moved Qut of Commttee

03/ 09/ 04 (H M NUTE( O&GQ)

03/ 12/ 04 (H &G RPT 5DP

03/ 12/ 04 (H DP: ROKEBERG, KERTTULA, CRAWFCORD,
03/ 12/ 04 (H) HOLM KOHRI NG

03/ 15/ 04 (H RES AT 1: 00 PM CAPI TOL 124

BILL: SB 266

SHORT TI TLE: BRI STOL BAY O L & GAS LEASE SALE CLOSURE
SPONSCOR(S): RULES BY REQUEST OF THE GOVERNOR

01/ 14/ 04 (S) READ THE FIRST TIME - REFERRALS
01/ 14/ 04 (S) CRA, RES

02/ 02/ 04 (S) CRA AT 1:30 PM FAHRENKAMP 203
02/ 02/ 04 (S) Moved SB 266 Qut of Committee
02/ 02/ 04 (S) M NUTE( CRA)

02/ 04/ 04 (S) CRA RPT  3DP 2NR
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02/ 04/ 04
02/ 04/ 04
02/ 04/ 04
02/ 04/ 04
02/ 04/ 04
02/ 06/ 04
02/ 06/ 04
02/ 06/ 04
02/ 25/ 04
02/ 25/ 04
02/ 26/ 04
02/ 26/ 04
02/ 26/ 04
02/ 26/ 04
02/ 27/ 04
02/ 27/ 04
03/ 02/ 04
03/ 02/ 04
03/ 02/ 04
03/ 09/ 04
03/ 09/ 04
03/ 09/ 04
03/ 12/ 04
03/ 12/ 04
03/ 12/ 04
03/ 15/ 04

BILL: HB 417

(S)
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DP. STEDVAN, WAGONER, STEVENS G
NR: LI NCOLN, ELTON
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RES RPT 6DP

DP: OGAN, SEEKI NS, STEVENS B, WAGONER,
DYSON, ELTON

TRANSM TTED TO (H)

VERSI ON: SB 266

READ THE FI RST Tl ME - REFERRALS
&G, RES

&G AT 3:15 PM CAPI TOL 124
Schedul ed But Not Heard

RES AT 1: 00 PM CAPI TOL 124

-- Meeting Canceled --

&G AT 3:15 PM CAPI TOL 124
Heard & Hel d

M NUTE( O&GQ)

O&G AT 3:15 PM CAPI TOL 124
Moved Qut of Conmmttee

M NUTE( O&G)

O&G RPT 1DP 3NR 1AM

DP: ROKEBERG NR: KERTTULA, CRAWFORD,
HOLM AM KOHRI NG

RES AT 1:00 PM CAPI TOL 124

SHORT TI TLE: AK NATURAL GAS DEV. AUTHORI TY | NI TI ATl VE

SPONSOR( S) :

02/ 02/ 04
02/ 02/ 04
02/ 17/ 04
02/ 17/ 04
02/ 19/ 04
02/ 19/ 04
02/ 19/ 04
02/ 23/ 04
02/ 23/ 04
02/ 23/ 04
02/ 23/ 04
03/ 15/ 04

BILL: SJR 27

IIITITTITITIII

REPRESENTATI VE(S) CHENAULT

READ THE FI RST Tl ME - REFERRALS
&G, RES

&G AT 3:15 PM CAPI TOL 124

-- Meeting Cancel ed --

&G AT 3:15 PM CAPI TOL 124
Moved Qut of Commttee

M NUTE( O&GQ)

&G RPT 2DP 3AM

DP: ROKEBERG, MCGUI RE; AM HEI NZE,
CRAWFORD, HOLM

FI N REFERRAL ADDED AFTER RES
RES AT 1: 00 PM CAPI TOL 124

SHORT TI TLE: SUBMERGED LAND TI TLE DI SPUTES

SPONSOR( S) :
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02/ 06/ 04 (S) READ THE FI RST TI ME - REFERRALS

02/ 06/ 04 (S) RES

02/ 18/ 04 (S) RES AT 3: 30 PM BUTROVI CH 205
02/ 18/ 04 (S Moved Qut of Conmittee

02/ 18/ 04 (S) M NUTE( RES)

02/ 19/ 04 (9 RES RPT  4DP 1INR

02/ 19/ 04 (S) DP: OGAN, SEEKINS, STEVENS B, WAGONER
02/ 19/ 04 (S) NR: ELTON

02/ 23/ 04 (9 RETURNED TO RLS COWM TTEE

03/ 02/ 04 (S) RESOLUTI ON | N SECOND READI NG
03/ 04/ 04 (S) TRANSM TTED TO (H)

03/ 04/ 04 (S) VERSI ON:  SJR 27

03/ 08/ 04 (H READ THE FI RST TI ME - REFERRALS
03/ 08/ 04 (H RES

03/ 15/ 04 (H RES AT 1: 00 PM CAPI TOL 124

W TNESS REG STER

MARK MYERS, Director

Division of Ol & Gas

Department of Natural Resources (DNR)

Anchor age, Al aska

POSI TI ON STATEMENT: Presented CSSB 265(RES) and SB 266.

REPRESENTATI VE M KE CHENAULT

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Testified as sponsor of HB 417.

HAROLD HEI NZE, Chi ef Executive Oficer

Al aska Natural Gas Devel opnent Authority (ANGDA)

Anchor age, Al aska

POSI TI ON STATEMENT: Testified on HB 417; explained that the
bill would expand ANGDA's options for a termnus for the natural
gas pipeline to include Cook Inlet.

STEVEN PORTER, Deputy Comm ssi oner

Depart ment of Revenue (DOR)

Anchor age, Al aska

POSI TI ON  STATEMENT: During hearing on HB 417, presented
i nformati on and answered questi ons.

SENATOR RALPH SEEKI NS

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Presented SJR 27 as sponsor.
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ACTI ON NARRATI VE

TAPE 04-14, SIDE A
Number 0001

CO- CHAIR BEVERLY MASEK called the House Resources Standing
Commttee neeting to order at 1:07 p.m Represent ati ves Masek,
Dahl strom St epovich, Wl f, Quttenberg, and Kerttula were
present at the call to order.

SB 265- O L&GAS LEASE SALE SCHEDULE/ NOTI FI CATI ON

[ Cont ai ns di scussi on of SB 266]

CO CHAI R MASEK announced that the first order of business would
be CS FOR SENATE BILL NO 265(RES), "An Act relating to the
schedul e of proposed oil and gas lease sales and to a related
report to the legislature; and providing for an effective date.”
[ SB 265 was sponsored by the Senate Rules Standing Committee by
request of the governor.]

Nunmber 0094
MARK MYERS, Director, Dyvision of Gl & Gas, Departnent of

Nat ural Resources (DNR), explained that CSSB 265(RES) and SB 266
are bills to help enable DNR to hold a Bristol Bay oil and gas

| ease sale in the fall of 2005. Under current statute, the
state, before making any changes in the areawi de sale, nust
notify the legislature in the first [ sessi on] of that

| egi slature and two years in advance of the sale; under current
law, the state would have to notify the legislature of this
| ease sale at the beginning of the first session of the next

| egi sl ature. In addition, fulfilling the two-year notice
requirenment will nmean that the earliest the sale could occur is
2007. Therefore, DNR and the governor are requesting a change

to that notification procedure.

MR. MYERS specified that the proposed change in CSSB 265(RES)
would allow the state to notify the legislature anytine wth
regard to the changes to the sale and process. It would also
require that annually, in February, DNR would provide the
| egislature with a report laying out the five-year schedule for
areawi de | ease sales. The aforenmentioned proposal seens to
provi de good bal ance in that additional notification is provided
while allowing flexibility to add sales to the schedule w thout
a potential three- to four-year delay in a sale.
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MR. MYERS highlighted that the notification doesn't nean the

sale will occur; it nmerely allows the process to occur. The
process includes a best interest finding docunent, which weighs
whether a sale is in the state's best interests. M. Mers

referred to a map that specified the schedul e based on passage
of CSSB 265( RES). Wth its passage, prior to the sale there'd
be a long period of review, public input, a prelimnary best
interest finding, public comment on the aforenentioned docunent,

and a final best interest finding. Even with this bill, the
earliest this process could happen is in the fall 2005. He
clarified that this bill wll allow the state to accelerate the

process for the Bristol Bay |lease sale by allowing the sale in
the fall of 2005, rather than January 2007.

Number 0418

MR. MYERS, in response to Representative Stepovich, clarified
that the bill anmends the entire process. If the state were to
contenplate future areawide sales, it would be under the sane
timeframe proposed in the bill. However, the imedi ate need for
the bill is for the proposed Bristol Bay | ease sale.

Number 0480

CO- CHAIR DAHLSTROM noved to report CSSB 265(RES) out of
commttee with individual recomendations and the acconpanying
fiscal note. There being no objection, CSSB 265(RES) was
reported fromthe House Resources Standing Commttee.

SB 266-BRI STOL BAY O L & GAS LEASE SALE CLOSURE

Number 0534

CO- CHAIR MASEK announced that the next order of business would
be SENATE BILL NO 266, "An Act approving an interim
classification by the conm ssioner of natural resources closing
certain land within the area of the proposed Bristol Bay (Al aska
Peni nsul a) conpetitive oil and gas areawide |ease sale to oil
and gas exploration licensing and shallow natural gas | easing;
and providing for an effective date." [SB 266 was sponsored by
the Senate Rules Standing Conmittee by request of the governor.]

CO CHAIR MASEK explained that the commttee packet should
contain a nenorandum to Representative Kerttula dated March 4,
2004, from Thomas E. Irwin, Comm ssioner, Departnent of Natural
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Resources (DNR), as well as a letter of intent that foll ows what
Conmmi ssioner |Irwin's nenprandum states. The letter of intent
read:

It is the intent of the Legislature that, if the State
deens that an Al aska Peninsula Ol and Gas Lease Sal e
is in the State's best interest and a sale occurs,
conpanies only be allowed to access offshore Prospects

from onshore drill sites, utilizing directional
drilling technol ogy.
Nunber 0637

MARK MYERS, Director, Dyvision of QI & Gas, Departnent of
Nat ural Resources (DNR), explained that SB 266 is a mneral
closing order for the area of the proposed Bristol Bay sale. To
preserve the prospective area for an areawi de | ease sale, [DNR]
wants to close it to shallow gas |leasing and exploration
| i censi ng. The thought, he said, is that the intent of the
areawi de sale wll be better net if the leases are left intact
and the entire area is available for the conpetitive program

MR. MYERS referred to a map that illustrates the prospective
section. Under shallow gas leasing, entities are allowed, in a
nonconpetitive program to file for land with a depth down to
3,000 feet and deeper, if part of the field is below that. He
said DNR believes the conpetitive process is better served if
the | eases are left intact, and thus all the mneral rights for
oil and gas are left and bid at the sane tine in the conpetitive
sale. There are exanples in which the shallow gas | essee woul d
probably be different from those bidding on the conventional
| ease sale. Thus there would be a correlative-rights issue
between the shallower section and the deeper section. At this
point, he said, it's better to preserve the area for the nore
traditional conventional |ease sale area.

MR. MYERS further explained that [DNR] believes there will be an
addi ti onal econom c value brought in by higher bonus bids than
if the | eases were segregated vertically. He said the intent of
the bill is nerely to prevent those activities from occurring
until there is an areawi de sale. Once an area is in an areaw de
sale, he noted, it's no longer eligible for either program He
added that the legislation closes this only for the shallow gas
| easing and exploration licensing; it doesn't close it to other
mneral entry prograns or prohibit conventional oil and gas
| easi ng.
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Nunmber 0816

REPRESENTATI VE STEPOVICH inquired as to the difference between
this [proposal] and Prudhoe Bay or Cook Inlet.

MR. MYERS answered that this legislation would align it with the
sane | easing prograns used on the North Sl ope and at Cook Inlet.
Qut si de those areawi de areas in which conpetitive sales occur
over-the-counter |eases are allowed for shallow gas | eases, just
for the shallow section. Such activity has occurred north of
the areawide |leasing area in the Matanuska-Susitna region
Honmer, and other places. This legislation would provide for a
conpetitive process versus an over-the-counter process, and all
the mneral rights would be | eased at the sane tine.

CO CHAI R MASEK, upon determ ning no one else wished to testify,
announced that public testinony was closed.

Number 0900

CO CHAI R DAHLSTROM noved to report SB 266 out of commttee with
i ndi vi dual recommendations, [the acconpanying fiscal notes], and
the acconpanying letter of intent. There being no objection,
SB 266 was reported fromthe House Resources Standing Commttee.

HB 417- AK NATURAL GAS DEV. AUTHORITY I NI TI ATI VE

CO- CHAIR MASEK announced that the next order of business would
be HOUSE BILL NO 417, "An Act amending the definition of
"project’ in the Act establishing the Alaska Natural Gas
Devel opnent Authority; and providing for an effective date.”

Number 0960

REPRESENTATI VE M KE CHENAULT, Al aska State Legislature, sponsor,
explained that HB 417 anends the definition of "project” to
include all options for a termnus of the Al aska natural gas
pi peli ne. This specifically identifies Cook Inlet as a
possibility for a term nus.

Number 0993

REPRESENTATI VE CHENAULT, in response to Represent ati ve
GQuttenberg, said this wuld give the Al aska Natural Gas
Devel opnent Authority (ANGDA) the ability to look at the Cook
Inlet basin as a possible termnus, rather than only | ooking at
Prince WIIliam Sound as a possi ble term nus.
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Number 1049

HAROLD HEI NZE, Chief Executive Oficer, Al aska Natural Gas
Devel opnent Authority, explained that Ballot Masure 3, passed

in 2002, defines what a "project" is. It specifically includes
not only a [main natural gas pipeline] to Valdez, but also a
spur line from Gennallen to the Cook Inlet area. M. Heinze

noted that he'd provided infornmation to denonstrate that ANGDA
has been | ooking at Cook Inlet and has consi dered delivering gas
into the Cook Inlet area, which is one of ANGDA s nobst inportant
responsibilities and benefits offered to Al aska. He said his
understanding of the bill is that it would instruct ANGDA in
| ooking at its devel opnment-plan work targeted for June 15, to
expand its [options] for a termnus to specifically include a
pipeline directly to a Cook Inlet port.

MR. HEINZE said the level of detail it takes to address that
kind of a routing between now and June 15 is going to be a
little tricky. He said ANGDA has nmaminly been using the work
that relates to the Yukon Pacific [Corporation]] effort that

went down the Trans-Al aska Pipeline. In looking at the
feasibility of the project, he said, he isn't unconfortable with
| ooking at Cook Inlet in a feasibility sense. He said the
engi neering technical data, in particular, the environnental

permtting issues related to that, would be difficult for ANGDA
to assess in the short anpunt of tine avail abl e.

Nunber 1197

STEVEN PORTER, Deputy Conm ssioner, Departnent of Revenue (DOR),
explained that DOR and the state have |ooked at ANGDA as the
entity to look at all of the in-state gas use, and is |ooking at
bringing gas to Cook Inlet and other areas throughout the state.
He said DOR doesn't consider this legislation to be inconsistent

with that. M. Porter nentioned the broader econom cs of
bringing gas to Cook Inlet versus Valdez, barring the permtting
and the environnental issues. He said the basic econonmics of

those two areas are so simlar that research on one area fairly
well nmuch applies to the other area in terns of the overall

economcs of an LNG [liquefied natural gas] project. The
permtting and environnental work on each el enent, including the
spur line from dennallen to Anchorage, would require sone

additional work on behalf of the authority to solve and answer
t hose probl ens.

Number 1277
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REPRESENTATI VE KERTTULA asked how much of an extra workload this
could result in, and if that was being taken into account wth
respect to ANGDA s budget.

MR. HElI NZE expl ai ned that based on what had been | ooked at thus
far, regardless of a route, there hasn't been a lot of
difference in the nunbers relating to where and how gas is
brought to tidewater in Al aska. He said in terns of the early
feasibility phase [ANGDA] is currently in, it isn't seen as
necessary to differentiate, fairly exactly, those different
options at this point; to do that would require little to no
additional work, but a nore definitive choice between the two
areas would require considerable work and tinme. He indicated no
additional effort or funding is required in looking at the two
| ocations indetermnately, but said to nmake the choice between
the two | ocations would require considerably nore effort than is
i ncluded in ANGDA' s fundi ng.

Nunmber 1388

REPRESENTATI VE STEPOVI CH asked why Cook Inlet wasn't included
originally.

MR. HEINZE said he had nothing to do with Ballot Masure 3. He
explained that the project's sponsors had chosen what was felt
to be the nobst executable project at the tine. He said the
value of the permtting already done on the route to Valdez is
extrenely significant with regard to the [June 15 deadline] and
all of the other issues. However, [ANGDA] is aware that
ConocoPhillips Al aska, Inc., and BP, in conjunction with severa
others, have |ooked at a nore direct route to Cook Inlet.
Sayi ng [ ANGDA] has never seen the work and has no know edge of
it, he indicated he'd feel nuch better about noving quickly and
about what the problens are if he could see the work.

Nunber 1502

REPRESENTATI VE GUTTENBERG asked if there was any reason to
excl ude other possibilities for other routes.

MR. PORTER said the governor has stated interest in |ooking at
all the different options for economc marketability for the
gas, so there isn't a reason to exclude any option that may
beconme an econom cal ly vi abl e project.

Number 1551

HOUSE RES COW TTEE -10- March 15, 2004



CO CHAI R DAHLSTROM noved to report HB 417 out of commttee with
i ndi vi dual recomrendations and the acconpanying fiscal notes.
There being no objection, HB 417 was reported from the House
Resources Standing Committee.

SJR 27- SUBMERGED LAND TI TLE DI SPUTES

CO CHAI R MASEK announced that the final order of business would
be SENATE JO NT RESCLUTI ON NO. 27, Relating to the resolution of
subnerged | and title disputes.

Number 1589

SENATOR RALPH SEEKINS, Alaska State Legislature, sponsor,
explained that SJR 27 relates to resolving land-title disputes
between the state and the federal governnent. He paraphrased
from the sponsor statenent, which read [original punctuation
provi ded but some formatting changed]:

Alaska holds over 20,000 rivers and nore than
1, 000, 000 | akes considered to be potentially navigable
wat erways. This anmounts to nearly 60,000,000 acres of
subnerged | ands. Title to all subnerged land was to
be transferred to Alaska from the federal governnent
at statehood. It's inportant to note that up until
statehood this land was held in trust for the future
state by the federal governnent. Now, nore than 45
years after Alaska becane a sovereign state, the
federal governnent has yet to transfer title to these
prom sed | ands.

SJR 27 does three things:

1. It encourages the Secretary of the Interior and
the Al aska congressional delegation to support and
endorse the continuation of the process for recording
federal disclainmers of interest for quieting title to
subner ged | ands;

2. It requests the Al aska congressional delegation to
introduce legislation in the Congress to provide for
f eder al participation in the proposed state and
federal Navigable Waters Comm ssion for Al aska; and

3. It requests the introduction of legislation in the
Congress to anmend the Quiet Title Act to ensure
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federal cooperation in resolving subnerged land title

di sput es.

The dilemma is clearly illustrated in the US. 9th
Circuit Court of Appeals case Alaska v. USA (decision
filed on January 28, 2000). Circuit Judge Andrew

Kleinfeld authored the opinion of the court excerpted
as follows:

It is undisputed that when the Union was created, each
of the thirteen original states retained title to the
| ands covered by navigable waters, and that under the
"equal footing doctrine" each new state succeeds upon
statehood to the federal interest in these |ands. The
Subnerged Lands Act gave Alaska title to the beds of
navi gabl e rivers on January 3, 1959.

Under [the Quiet Title Act] ... the federal governnent
takes the position that its sovereign immunity shields
it from the state governnent's claim [to clear title
to subnerged lands] wuntil the federal governnent
itself makes a claim Because Al aska is very |large,
much of it is wlderness, and there are innunerable
waters, the federal governnent has not had tinme yet
(45 years) to determne what clains it w shes to make.
Therefore, the state governnent nust wait until the
federal government nekes a claim if it ever does,
before settling whether it has title.

In a nutshell, the federal governnent's preferred
nmet hod for reconciling these disputes appears to be to
wait the state out. Wen (if ever) the governnent

decides to make a claim against state ownership, only
then does Al aska have an opportunity to protect its
ownership interest. This is acconplished by filing a
quiet title suit against the federal governnment - just
as it did in the case cited above relating to the
Nati on, Kandi k and Bl ack Rivers.

The bottom |ine? That which should be indisputable -

that Alaska holds title to its subnerged |ands - has,
in fact, been effectively disputed as a function of
the federal governnent's foot dragging. W t hout

doubt, the existing processes of resolving submerged
|l ands title disputes are inadequate and exceptionally
slow. SJR 27 seeks resolution to this extraordinarily
unfair dilemma.
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Nunmber 1848

REPRESENTATI VE GUTTENBERG asked whet her there was any indication
from the federal governnent that it would [act to resolve these
i ssues].

SENATCOR SEEKI NS sai d no.

REPRESENTATI VE GUTTENBERG asked if that could be done with the
commi ssion or would have to be done with | egislation.

SENATOR SEEKINS said he believes the conmission is needed to
help analyze the situation between the federal and state
governments and the cooperation that could be extended.
However, the [state] is asking for sone changes to the Quiet
Title Act because, based on the opinion witten by Justice
Kleinfeld, the [federal] governnent can hold its claimuntil it
wants to assert it. He said this is basically unfair and the
thought is that, as a sovereign state, [Alaska] should be able
to go around that; thus [the state] is asking for some changes
in the legislation as well as the conm ssion.

REPRESENTATI VE STEPOVICH said he applauds this legislation and
hopes to see nore like it.

CO CHAIR MASEK noted that there was a hearing with DNR in which
Senator Gene Therriault was present; discussed were |and issues
and |l and swaps that dealt wth Native corporations, the state,
and the federal governnent. She said she thought this was
tinmely and inportant to go forward wth.

Nunmber 1987

CO CHAI R DAHLSTROM noved to report SJR 27 out of committee with
i ndi vi dual recomrendations and the acconpanying fiscal notes.
There being no objection, SIR 27 was reported from the House
Resources Standing Committee.

ADJ OQURNMVENT

There being no further business before the commttee, the House
Resources Standing Committee neeting was adjourned at 1:34 p.m
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