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TAPE 04-9, SIDE A
"#SB190

SB 190- KENAI RI VER SPECI AL MANAGEMENT AREA

CHAI R SCOIT OGAN called the Senate Resources Standing Conmmttee
nmeeting to order at 3:36 p.m Present were Senators Thonas
Wagoner, Fred Dyson, Kim Elton, GCeorgianna Lincoln and Chair
Scott COgan. Senator Ral ph Seekins arrived at 3:37 and Senator
Ben Stevens was excused. The first order of business to cone
before the commttee was SB 190.

M5. AW SEITZ Staff to Senator Thomas Wagoner, sponsor,
explained that the two nmain purposes of SB 190 are to transfer
| ands to the Kenai River Special Managenent Area (KRSMA) and to
change the makeup of the advisory board. The new | ands woul d be
put into KRSMA so they can be managed by people who focus on
mai ntai ning the Kenai River system an inportant resource for
the whole state. She related that the KRSMA was established in
1984 to protect the Kenai River system and covers about 105
mllion square mles. SB 190 adds 536 acres of |and acquired
from funds from the Exxon Valdez oil spill settlenent and a few
parcels that were |eft out of the original 1984 bill.

M5. SEITZ said SB 190 would change the nmakeup of the advisory

board to be nore of a citizen's board by changing the state and
federal agency nenbers to ex-officio nenbers.
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CHAI R OGAN asked her if anyone hates this bill
MS. SEITZ replied that she didn’t think anyone hated it.

SENATOR THOVAS WAGONER said that various quarters have resisted
adding acreage, but these lands are inportant at this tine.
O her bills mght add nore acreage later if enough public
support coul d be nustered.

SENATOR RALPH SEEKINS asked which activities would not be
allowed on this land under this bill. He thought that it renoved
the mneral estate, like gold mnes and gravel pits. He wondered
what woul d be protected.

M5. SEITZ responded that those activities are not allowed
currently under the Exxon Valdez O Settlenent (EVQOS)

SENATOR WAGONER observed that putting lands into the state park
is the ultimate protection next to proclaimng it a wlderness
area. Sone of the parcels are down-river where a boat ranp has
been considered. Putting in a boat ranp would be tougher to do
on park | and.

CHAI R OGAN asked if he is tal king about a park, because the bil
refers to the Kenai River Special Mnagenent Area.

M5. SEITZ clarified that KRSVMA is managed though the Division of
Parks in the Departmnment of Natural Resources (DNR).

SENATOR SEEKINS said he wanted to mke sure there were no
uni nt ended consequences.

SENATOR WAGONER didn’t see any unintended consequences at this
tinme.

CHAI R OGAN asked if the land that was purchased with EVOS noney
was nostly privately held.

SENATOR WAGONER responded that these lands were proposed
additions in the original bill fromthree years ago.

M5. SEITZ affirmed that all the properties acquired through EVOS
were state | ands.

SENATOR LI NCOLN asked Senator Wagoner to expand on the reasoning

behind going to a nore public nenbership board. She noted an
article in which a nmenber disagreed with the proposed nmakeup due

SENATE RES COW TTEE -4- February 16, 2004



to his concern about special interest groups controlling the
board.

SENATOR WAGONER responded that, due to lack of participation
t hrough absentees or whatever on this board, the only special
interests are the agency representatives. The agencies should
continue to attend and have input, but that’'s their job; it’s
the citizens’ job to have the final vote and the final say. He
pr of essed:

That board wll represent the three nunicipalities
that are on the river — basically the Kenai Peninsul a
Borough, the Cty of Kenai and the Cty of Sol dotna.
QO her nenbers are nenbers at large - nenbers of the
guide industry, nenbers of the comercial fishing
industry. | just feel nore confortable with that board
and them having the say, not the agencies. | see too

many tinmes, the agencies tend to dom nate neetings and
dom nate the outcone.

SENATOR LI NCOLN foll owed up saying that she had heard criticism
that there are no nunicipal representatives currently on the
board from Seward, Honer or Anchorage, but that nenbership would
be confined to adjacent nmanagenent areas. She asked if those
peopl e are precluded fromserving on the board.

SENATOR WAGONER responded that he didn't quite understand her
guestion, but stated that Seward, Homer and Anchorage are not on
the Kenai River; and the City of Soldotna, the Cty of Kenai and
the Borough are the nunicipalities that are adjacent to the
river and the properties. He clainmed further:

W didn't see any great need for them to have the

vot i ng representation. Sewar d woul d have
representation t hr ough t he bor ough- appoi nt ed
representative — and so would, basically, Honer, but

Homer is about 72 mles fromthe Kenai River and these
properties.

SENATOR LINCOLN had information indicating that adjacent to
these waters are 15 state parks, subunits, |ands owned by the
cities, the borough and the federal governnent and private
Native |ands. She asked how nmany nenbers are on the board and
how woul d one go about becom ng a nmenber of it.

SENATOR WAGONER answered that the board nenbership rotates every
two years. He offered the nane of current nenbers and a brief
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coment about each. Joe Connors, who used to teach at Anchorage
Community College, is now a guide and was a conmercial fishernman
in Cook Inlet for vyears. Ted Wllmn is an attorney from
Anchorage and a very active nenber on the board. Paul Shadura is
a comrercial fisherman and Native leader. Jim Golden is an
outfitter using the Kenai R ver. David Westerman is from Cooper
Landing. Roland Maw is the Executive Director of United Cook
Inlet Drift Association. Ken Lancaster, the representative who
started this bill four years ago, is a past mayor of the Gty of
Sol dotna. Jeff King is a life-long Alaskan sport fishing guide
on the Kenai River. He didn’'t know Ri chard Hahn

SENATOR ELTON asked if there were restrictions now on the use of
EVOS lands and were they open to oil and gas |easing, for
i nst ance.

MR. PETE PANARESE, Division of Parks and Qutdoor Recreation,
DNR, answered that section 3 anends AS 41.21.502(c) referring to
the Kenai River Special Managenent Area. The EVOS | ands that are
currently outside the managenent area are not available for oi
and gas exploration. Wen they are included in KRSMA, they fal
under its unbrella.

SENATOR ELTON clarified that those lands are currently not open
to oil and gas leasing, but if they were added to the special
managenent area, they woul d be.

MR. PANARESE affirned that.

SENATOR ELTON said it seenmed to him that changing the makeup of
the board is a rather substantive change, because it nakes sone
gover nnment nenbers ex-officio while nunicipal governnent nenbers
retain their ability to vote. Even nore to the point, section 4,
which says a mjority of the voting nenbers of the advisory
group shall be residents of the Kenai Peninsula Borough, is
creating a couple of classes of people. For instance, sone
fisheries guides that operate on the river live in Anchorage and
it seens that a mpjority of the users of the river are probably
from outside the borough. Also, when the mjority of voting
nmenbers have to be residents of the borough a second class of
user is created. He asked what is envisioned by creating those
different classes of people.

SENATOR WAGONER answered that that |anguage is already in
statute.
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SENATOR ELTON granted that that |anguage is already in statute,
but pointed out that it is being perpetuated here.

It just seens to ne that you are disenfranchising
river guides that I|ive in Anchorage or that |Ilive
el sewhere out si de of t he bor ough and you're
di senfranchi sing many of the users of the Kenai River,
those people who live outside the borough who cone
down to enjoy one of the natural wonders of your area.

SENATOR WAGONER r esponded:

W don't preclude them from serving. W just say a

majority of them will be from the Kenai Peninsula.
That doesn’t exclude them from serving in one of the
seats that’s not on the Kenai Peninsula.... | do
believe in local control - as nmuch as you can get to
| ocal control. Those people that |ive on the Peninsul a
have a vested interest - a lot of them a |ot |onger

than any other people around and especially the cities
and nunicipalities have a vested interest in the
busi ness people in Soldotna and Kenai. That’'s the
lifeblood of a lot of businesses. It’s not the
| ifeblood of a |Iot of beds and breakfasts in Anchorage
or the Mat Valley or any other place, but it is the
lifeblood of a lot of bed and breakfasts and guide
businesses in Kenai. | don't think you Il find that
there are a lot of guides that guide in the Kenai
River that live in Anchorage — not nearly as nany as
you m ght think.

SENATOR SEEKINS said it l|ooked like the attenmpt was to add
acreage to the already existing managenent area. He asked, if
those |lands are open to oil and gas leasing, are there setbacks
or other statutory requirenents that would apply to those
activities for reasonable protection of the river.

CHAIR OGAN replied that state |law already delineates 500 ft.
setbacks fromrivers and | akes; mtigation nmeasures are in every
pl an of operation that is reviewed by the Departnent of Natura
Resources (DNR), the Departnent of Conservation (DEC) and Al aska
Department of Fish and Gane (ADF&G).

SENATOR ELTON said he wanted to nake sure that when EVOS
purchased the land there weren't stipulations in the contract
that are being set aside by opening up that land to oil and gas
| easi ng.
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MR. PANARESE answered that he wasn’'t clear on that and would
have to get back to himon it.

SENATOR ELTON said he wanted to know what the conditions of
purchase were and what is really allowed in section 3.

CHAIR OGAN said he also had a question about section 3 and
interpreted it to nean the land would be open for oil and gas
| easi ng, but not for m ning.

MR. PANARESE replied that was his wunderstanding, also. He
t hought the Legislature had the use of directional drilling in
m nd, not actually putting facilities on park |and.

SENATOR LI NCOLN asked if Senator Wagoner was anti ci pating having
no travel costs for the citizen advisory boards.

SENATOR WAGONER replied that had not been the case in the past
and he didn't foresee that changi ng.

SENATOR LI NCOLN responded that the reason that hasn’'t been the
case in the past is because the agencies have paid for it, but
it’s different when it’s applied to a citizen group, which is
why she questioned it. She asked if there were any letters of
support.

M5. SEITZ replied that they didn't really ask for letters of
support, but they have one from the Kenai Peninsula Borough that
supports the bill and opposes adding any other |and to KRSMNA.

SENATOR ELTON asked how people were chosen for the current
boar d.

M5. SEITZ answered that the conm ssioner of DNR appoints them
fromnanes that are submtted.

SENATOR ELTON asked if there are designated seats for guides and
sport fishernen, etc.

M5. SEITZ replied that there weren’t designhated seats.

MR. PANARESE added that the by-laws of the board require the
board to propose three nanmes. The public nmenber nom nees submt
a short resune’ to the conmm ssioner of DNR and perhaps indicate
their preference. The conmm ssioner then appoints one of them
The governnent nenbers would be appointed by the conmm ssioners
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of the departnents they represent. The Fish and WIldlife Service
and Forest Service would each appoint their representative, as
woul d the other three branches of governnment l|local to the Kena
Peni nsul a.

SENATOR ELTON said it would be helpful to get a copy of the by-
laws. He wanted to be sure they would not end up wth
municipality people precluding the recreational users of the
river frombeing fully represented.

MR. ROBERT VALDATTA, nenber of the Muinicipal Advisory Panel on
Stranded Gas in Soldotna, said that the bridge is the nmain
concern.

CHAI R OGAN asked him how that issue is relevant to the present
bill.

SENATOR WAGONER asked him if he was tal king about the proposed
bri dge between Sterling and Funny River and the boat ranp that
is a part of that project.

MR. VALDATTA replied yes and added that it was being discussed
20 years ago.

SENATOR WAGONER illum nated him saying that it is still being
di scussed. He thought a lawsuit was being filed by sone people
who live in a couple of subdivisions on the road that was chosen
as the preferred site. However, he didn't think this bill was
rel evant to those | ands.

CHAI R OGAN t hanked everyone for their coments and said SB 190
woul d be held for further work.
#

4:15 p.m - 4:17 p.m - at ease

"#SB271
SB 271- NATURAL GAS DEVEL AUTHORI TY PRQJECTS

CHAI R SCOTT OGAN announced SB 271 to be up for consideration.

MR. HARCLD HEI NZE, CEO, Al aska Natural Gas Devel opnent Authority
(ANGDA), noted the current zero fiscal note. He informed the
commttee that to stay involved in the project, he had witten a
letter to the two different applicant groups under the Stranded
Gas Act. He could live with a zero fiscal note for the present,
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but if ANGA s involvenent becane serious in the future, it
woul d need additional support.

CHAI R OGAN asked if he had received a response to the letters.

MR. HEINZE replied that he only wote the letters last week
and, therefore, it was a little early.

SENATOR ELTON asked if he had any discussion with the Departnent
of Revenue (DOR) on protocol when he wote the letters.

MR. HEINZE replied that since the last hearing, he had nunerous
di scussi ons W th Deput y Comm ssi oner Porter on their
rel ationship. He summarized the discussions saying that the
Aut hority is prepared to work diligently as a major elenent of
the team to assure that the stranded gas applications receive
all the consideration possible. He wote the letters because he
wanted both applicants to wunderstand that the authority had
certain abilities that were very unique to it as a public
cor poration.

SENATOR ELTON was concerned that the applicants know there is
only one point of access to negotiate their contracts and he
wanted it to be through the governor’s negotiating team

MR. HEI NZE responded that the Authority has nothing to do wth
the negotiations that wll take place, but it does help the
proj ect nove along to becom ng a commercial reality.

SENATOR ELTON continued to voice his concern that ANGDA express
itself through the Departnent of Natural Resources (DNR) and the
governor’s negotiating team

CHAIR OGAN chinmed in to say that ANGDA has nothing to do wth
the TransCanada pipeline project; its scope is Prudhoe Bay to
Val dez. But, the Authority’'s tax-free status mght be of
interest to the applicants [the producers] and requiring it to
review the state’s involvenment in the pipeline is inportant,
because it uses nore of a private sector approach.

MR. HEI NZE pl edged:

If it is the desire of the State of Alaska, as a
matter of policy, that the Authority not |ook at the
fact that we share the first 530 in common wi th noving
gas fromthe North Slope down the highway or wherever
it goes, if we’'re not supposed to look at that in a
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commercial way - we mght conbine our efforts wth
each of the sponsor groups — then, | think we need to
know that. It is certainly the view of the Authority,
and we have maintained this position throughout, we
will work with any legitimate project sponsor in any
way, shape or form..[END OF TAPE].

TAPE 04-9, SIDE B

SENATOR ELTON said he didn't know the tenor of the letters and
asked if M. Heinze could send a copy to the chair.

MR. HElI NZE apol ogi zed that that hadn’t been done and said he
woul d.

SENATOR ELTON expanded on his concern saying that DOR had the
responsibility to share appropriate information with ANGDA and
that ANGDA should share information with DNR, also. Letters that
go out should be funnel ed through one pl ace.

MR. HEINZE offered to send copies of all his letters to the
commttee and to send them through whonever they direct himto
send t hem t hr ough.

MR. STEVEN PORTER, Deputy Commi ssioner, DOR, inserted that there
is a single contact poi nt for negotiations and both
Exxon/ ConocoPhi |l lips/BP [the Producers] and M dAnerica know who
they are negotiating with and how to distinguish between the
Aut hority and negotiations with the state under the Stranded Gas
Act. He affirnmed that there are two applications under the
Stranded Gas Act and that he intends to negotiate with them
simul taneously. He used a truckers analogy to expand on his
explanation. Basically, the State of Alaska is the owner of a
field; the industry leased the field and produced a harvest. The
harvest can go to market one of three ways. Industry can do it
t hensel ves; the state can buy its own trucking line and
i ndependents can bring the product to market. Oten, a trunk
line goes fromL.A to Chicago and the little cities in between
don’t get serviced unless the independents service them He sees
the Authority conplenenting the trunk line by focusing on in-
state gas benefits (like spur lines to smaller conmunities).

SENATOR ELTON took a Iline out of one of the letters to
ConocoPhi | I'i ps/ BP and ExxonMbil [the Producers] that read:

Your Beaufort Sea alternative route mght becone
possible if North Slope gas was available to Al askans
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as provided for in our project and we would also
wel come the opportunity to discuss your cooperation
toward that objective.

He asked if that letter had been vetted by M. Porter, would
that line have been in it.

MR. PORTER answered that ANGDA reports through DOR and the
governor’s position has not changed on that issue. The primary
goal [of the letter] is gas to market and in-state gas benefits.
M. Heinze brought forward the secondary issue of the Beaufort
Sea route as a future possibility and Senator Elton would have
to ask himwhat his intent was.

SENATOR ELTON said he didn't want anyone to suggest that the
Beaufort Sea alternative route mght becone possible if North
Sl ope gas was available to Al askans. This sentence seens to him
to illustrate why the admnistration should be speaking to the
applicants with one voi ce.

MR. PORTER retorted that the admnistration is speaking with one
voice in its negotiations with the applicants.

SENATOR ELTON insisted that his point is that another state
entity is also speaking with one clear voice. “lI want to nake
sure the clear voices are saying the sanme thing.”

CHAI R OGAN said Senator Elton’s point is well taken and that he
shared his concern with the | anguage nentioning the Beaufort Sea
route. He thought it sent m xed signals to the industry.

MR. HElI NZE vouched that the application filed by the producers
clearly states that it is not route specific and proposes two
routes. That is what he was responding to. ANGDA woul d share the
first 530 mles of the first alternative, the highway route, and
sonet hing there m ght be beneficial to both projects. The second
alternative, the over-the-top route, is not abandoned in their
appl i cation.

SENATOR SEEKINS said he wasn’'t aware of anything in ANGDA that
says their CEO cannot communi cate however he wants to.

CHAIR OGAN said he was correct and that it was a matter of
j udgnent .

SENATOR LINCOLN said the Legislature is expanding the
responsibilities of the Authority and she is wunconfortable
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because she senses it does not have the conplete blessing of the
adm nistration. The current fiscal note is zero through 2010 and
t he second paragraph says explicitly that to reduce duplication,
the state will coordinate research on all gas pipeline options
and provide ANGDA with any research it devel ops that nay assi st
ANGDA in the fulfillment of its obligations. There nay also be
research that is appropriate for ANGDA to conduct and to provide
that information to the State of Al aska. She cauti oned:

It doesn’t sound to nme that that coordination is there
and when we’'re talking about the Authority taking on
addi ti onal responsibilities of eval uati on of
opportunities for private sector involvenent in the
pl anni ng, devel opnent, construction, nanagenent and
operations of the gas transm ssion pipeline project, |
don’t know how that can be a zero. And that report has
to cone back to us within a year, before January of
05 — that report including the new task we gave them
has to be before us in less than a year and yet we

still have a zero fiscal note.... | don't want the
Aut hority com ng back and saying we don’t need nore
noney because SB 271 gave us addi ti onal

responsibilities to handle. ...

CHAIR OGAN conpared SB 271 to, “...putting our bait in the
water. W want to attract a strike.”

| f conpani es express an interest, he’ d get the checkbook out and
wite a check. However, they m ght not express interest and this
won’'t do anything. He asked M. Heinze if that was a fair
assessment.

MR. HEINZE replied that he has | ooked at the Authority’'s ability
under several different scenarios and the supplenental request
of $2.5 mllion will allow it to pursue any of the projects

However, he doesn’'t have a good sense of how long the state wl|
pursue the stranded gas application process and said:

|’m happy at this point to leave it at a zero fisca
note. | do not believe | could probably promse
Senator Lincoln that under all ci rcunst ances |
woul dn’t need additional funding....

SENATOR LINCOLN said he was assuming that the Authority’'s $2.5

mllion request would be fully funded. If it 1isn't, she
suggested that he rethink his reply in regards to SB 271.
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MR HEINZE replied that if the funding situation changed
substantially, he would have to rethink the whole relevance of
the Authority and what SB 271 was asking ANGDA to do.

CHAI R OGAN said that SB 271 goes to Finance next and he hoped to
get it there so it could be considered along wth the bill
requesting the supplenental funding.

MR. PORTER enlightened the commttee with his explanation of the
indeterm nate fiscal note saying that the key is to assune the
present law is fully funded and go from there. Sone information
may becone available to ANGDA in such a way that may save noney
on the original plan; it could easily be a wash. “W do not
believe this will increnentally cost the state additional funds
at this present tine.”

CHAIR OGAN asked if he thought this was an inportant tool to
have — that may or may not work for this project.

MR. PORTER replied wth a question. If proposition 3 didn't
exist and the Legislature decided to create an entity, what
responsibilities would it give it over Alaska gas? He thought
eval uating the TransCanada pipeline and how it conplenents their
mssion was a fair use of ANGDA's time and he recomrended
broadening their responsibility to include it.

SENATOR SEEKI NS said proposition 3 passed because of frustration
over the lack of action and he encouraged every entity,
including ANGDA, to try to help the state and the Legislature
find ways to get the gas to market as economically and quickly
as possi bl e.

SENATOR ELTON noted that the title of SB 271 gives ANGDA
authority to eval uat e opportunities for private sect or
i nvol venent in the project, but page 2, line 13, says:

(O to authorize as part of the Authority’s
devel opnment pl anni ng, evaluation of opportunities for
private sect or i nvol venent in t he pl anni ng,
devel opment, construction, managenent, and operation
of the project.

He asked if this authority gives ANGDA a seat at the table as
the state evaluates the MdAnerica application that envisions
private sector involvenent.

CHAI R OGAN poi nted out that he was reading intent |anguage.
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SENATOR ELTON nmmintained that the |ines he referenced
“aut hori zed” ANGDA' s participation in evaluation of private
sector involvenment. He rephrased his question and asked if M.
Porter took this as a legislative directive to have ANGDA
involved at the table in the review of +the MdAmrerica
application.

MR PORTER answer ed no.
MR. HElI NZE furt her answered:

| felt that I|anguage was an instruction to the
Authority that we should include in any of our
thinking ways that private individuals and other
investors, frankly, could becone involved in the
project if they wished in whatever we did.

CHAIR OGAN said he didn't have any problem with taking the
i ntent | anguage out.

MR. PORTER expanded his answer saying it is not the intent to
have ANGDA sit at the table with the state in negotiating wth
M dAnmerica. However, he felt that both the state and the
Authority are comritted to in-state gas benefits fromlocal hire
and contracting, including participation in ownership of the
pi pel i ne.

MR. HEI NZE said he found the |anguage in SB 271 hel pful because
it added consideration of a special offering to Al askans to
what ever ANGDA devel oped in the way of a funding plan.

SENATOR DYSON echoed Senator Seekins’ comment about voter
frustration and wanting to see things nove. He has respect for
M. Heinze and hears him saying ANGDA wants to be very useful in
collecting needed information to make informed decisions.
Expanding its ability to look at the possibility of a shared
portion of the pipeline is very useful.

MR. ROBERT VALDATTA, nenber of the Minicipal Advisory Panel on
Stranded Gas, Seward, supported SB 271, because it would put
Al askans to work.

SENATOR WAGONER noved to pass SB 271 from committee wth
i ndi vi dual recomrendati ons and attached fi scal note.
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SENATOR ELTON objected saying, while he intends to vote for
passage of SB 271 and supports the $2.5 mllion request so the
state can have every tool it needs:

W have to carefully parse, kind of, the testinony
from the departnent whether they are supportive of
$2.5 mllion or how does this work with ANGDA. And

while | agree that all the tools ought to be there, we
ought to have a good understanding of who is using the
tools and what the tools are neant to acconplish. And,
I’m not quite there, yet. So, | think that puts a
little bit of responsibility on the Departnent of
Revenue and on ANGDA to develop those protocols so
that we wunderstand and we're confortable wth the
process - because | do believe that we are at a very
delicate stage right now |1 don't want the left hand
not knowi ng what the right hand is doing as potenti al
contracts that are going to be presented to the whole

body, hopefully in a tinely manner, cone up.... |I'm
going to be a no-rec on the bill. | think it’'s
inportant to nove it forward so that we can keep sone
nonentum behind this.... It would sure be helpful if
we knew what those protocols were before we finally
vot e.

CHAI R OGAN responded that his points are well taken. He has been
told that the state often sends a very mxed, and sonmewhat
dysfunctional, nessage to the market.

SENATOR ELTON renoved his objection.
CHAIR OGAN announced that SB 271 passed from commttee. There
being no further business to conme before the committee, he

adj ourned the neeting at 5:05 p. m
#
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