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Department of Public Safety (DPS)
Juneau, Al aska
POSI TI ON STATEMENT:  Expl ai ned RPL 12-5-0164.

BONNI E ROBSON, Consul t ant

for Joint Commttee on Legislative Budget and Audit

Al aska State Legislature

Juneau, Al aska

POSI TI ON  STATEMENT: Provided information regarding the Wod
Mackenzi e Study, and responded to questi ons.

ACTI ON NARRATI VE

CHAIR RALPH SAMUJELS called the Joint Conmittee on Legislative
Budget and Audi t neeti ng to or der at 1: 05: 00 PM
Representatives Sanuels, Chenault, Hawker, and Kohring and
Senators Therriault, Hoffrman, and B. Stevens were present at the
call to order. Representative Joule arrived as the neeting was
in progress. Representative Coghill and Representative-elect
Ranras were al so in attendance.

APPROVAL COF M NUTES

SENATOR THERRI AULT nade a notion to approve the mnutes of
Decenber 6, 2004. There being no objection, the mnutes were
appr oved.

REVI SED PROGRAM - LEG SLATI VE ( RPLS)

SENATOR THERRIAULT nade a notion for the approval of the
followng RPL: 12-5-0164 - DNA (deoxyribonucl eic acid) Evidence
for Sexual Assault Cases.

CHAI R SAMUELS obj ected for the purpose of discussion.

DAN SPENSER, Director, Dyvision of Admnistrative Services,
Department of Public Safety (DPS), explained that the RPL is for
$75, 000, which would be used in conjunction with a federal grant
for the purpose of dealing wth sexual assault cases

Specifically, the nonies fromthe RPL would fund a DNA expert in
the DPS's Scientific Crime Detection Laboratory so that the
Anchorage Police Departnent (APD) can address its |arge backl og.
He nentioned that there were 11 "hits" in fiscal year (FY) 2004,
one of which pertained to an unsolved 1992 Anchorage hom cide

and added that the DPS anticipates seeing nore such results if
the RPL is approved.
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1: 06: 26 PM

REPRESENTATI VE HAWKER of fered his understanding that currently,
the DPS has insufficient statutory authority to accept this
noney.

MR. SPENSER confirnmed that point.

CHAI R SAMJELS renoved his objection. There being no further
obj ections, the RPL was approved.

EXECUTI VE SESSI ON
1: 06: 49 PM

SENATOR THERRI AULT made a notion to nove to executive session
for the purpose of discussing confidential audit reports under
AS 24.20.301. There being no objection, the comrttee went into
executive session at 1:06 p. m

1:43: 08 PM
CHAI R SAMUELS brought the committee back to order at 1:43 p. m
CONSI DERATI ON OF AUDI TS

SENATOR THERRI AULT made a notion for the audits to be rel eased
to the public: Enpl oyment Qpportunities for Wnen Engineers;
Al aska's Sunset Process and Sel ected |Investigative |ssues; Board
of Public Accountancy; Board of Registration for Architects,
Engi neer s, and Land Surveyors; Board of Bar ber s and
Hai r dr essers; Board of Soci al Wrk  Exam ners; Board of
Prof essi onal Counselors; Board of Marital and Famly Therapy;
Board of Psychologists and Psychol ogi cal Associate Exam ners;
Board of Veterinary Exam ners; Suicide Prevention Council, and
Al aska Seism c Hazards Safety Comm ssion. There being no
obj ection, the audits were rel eased.

OTHER COWM TTEE BUSI NESS

1: 44: 06 PM

SENATOR THERRI AULT nmade a notion that the conmmittee authorize
the Chair to amend the conmmttee's contract with the consultant
Bonni e Robson to an ambunt not to exceed $475,000 and extend the

termnation date of the contract to Decenber 31, 2005, with no
ot her changes to the contract.
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CHAI R SAMUJELS i ndicated that the reason for funding Ms. Robson's
contract in this fashion is because it is not yet known how fast
things will nove or what specifically will be needed.

1:44:59 PM

REPRESENTATI VE HAVWKER asked whether the amount is entirely for
personal services or whether it also includes M. Robson's out
of pocket costs and sub-consultant services.

CHAI R SAMUELS said it would include expenses too.

CHAI R SAMUJELS, after ascertaining that there were no objections,
announced that the notion carri ed.

1: 45: 23 PM

CHAIR SAMJELS raised the issue of the Wod Mckenzie study,
whi ch conpares "governnent takes" in the oil and gas industry in
various parts of the world and the cost of doing business. The
| egislature has received that report and is now trying to
di ssem nate the information contained therein; however, because
the report is confidential, procedures to ensure that
confidentiality nust be established before distribution to
nmenbers can begin. He asked Ms. Robson to comrent.

1: 46: 48 PM

BONNI E ROBSQN, Consultant, Joint Conmmttee on Legislative Budget
and Audit, Alaska State Legislature, first explained that the
Wod Mackenzie study, titled "Gobal Gl and Gas Risks and
Rewards 2004," is a multi-client study; this neans that the
| egislature alone did not procure the study. I nstead, it was
made avail abl e through a nunber of entities agreeing to purchase
that study in advance of Wod Mckenzie performng the study.
The State of Al aska paid close to $50,000, as did a nunber of
other entities such as Alaska Ol and Gas Association (AOGA);
Anadar ko Pet r ol eum Cor por ati on (" Anadar ko") ; "British
Pet rol eunt'; ConocoPhillips Al aska, |nc.

M5. ROBSON nentioned that the 2004 study was preceded by a 2002
st udy. She said that 2004 study |ooks at the costs, revenues,
and profitability of 66 different oil and gas producing regions,
and it ranks the regions, one against another, on a nunber of
di fferent counts. Al aska, for exanple, is ranked against the
other regions in roughly 153 different ways, anong them oil
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al one; gas alone; or oil and gas conbined. The study | ooks at
four different field sizes both for oil and for gas, and | ooks
at low, md-, and high-price scenarios. It examnes multiple
nmeasures of profitability, such as the rate of return and net
present val ue. It looks at the calculations before and after
government take, wth governnent take covering royalties and
taxes and the Iike. It examines differences between the
profitability and cost, both for existing investors in the state
and for new investors.

M5. ROBSON nentioned that the study was procured through the
Joint Conmittee on Legislative Budget and Audit, and so Chair
Sanuel s's signature is on both the purchase agreenent and the
confidentiality agreenent. The access authorized by Wod
Mackenzie is for the State of Alaska, specifically for
| egislators and legislative conmttees only — allow ng the study
to be released to legislative staff could be discussed |ater.
Addi tionally, a mechani sm coul d be devel oped wher eby
adm nistration personnel working on oil and gas issues could
have access to the study.

M5. ROBSON said that currently the report is being reviewed with
regard to its inplications for gas pipeline matters, and there
will be a recomendation forthcomng regarding retaining
addi ti onal economc expertise to review and evaluate for both
oil and gas matters. The additional expertise may al so be used
to address questions with regard to whether the costs used in
the report for Alaska are appropriate; and, if such costs can be
guestioned, is there a systematic bias within the report for or
agai nst Al aska; and if costs need correction, how would Al aska's
ranki ngs be changed; and are the field sizes used in the report
appropriate for Alaska field sizes; and are the high-, md-, and
| ow-price scenarios appropriate in light of today's price
proj ections.

CHAI R SAMUELS asked a question about the 2002 study.

M5. ROBSON said that the 2002 study used a single price which
was a $19.50 "Brent (ph) oil price,” which is generally valued a
little bit nmore than "ANS and S (ph)." That was the md-price
proj ecti on. However, given the level of prices in the past
couple of years, it's not surprising that that would no | onger
be the md-price projection; currently the md-price projection
is higher, but because the report is confidential, the exact
nunber used can't be disclosed at this point.
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M5. ROBSON said that sone of the other aspects of the report to
consider are whether there are other regions that should be
included in the conparative analysis; nbst of the other regions

used in the report are not other U S. states. Therefore, a
conpari son between Al aska and Texas or Oklahoma can't currently
be done with this report. Al so, additional expertise mght be

wanted for the purpose of seeing whether factors such as
Al aska's stable physical environment 1is reflected in the
nunbers. She said that after sonme Ilevel of analysis is
undertaken, it would then beconme appropriate to decide whether
Wod Mackenzie should be consulted about the potential release
of some of the information contained in the report; such a
release would allow a nore conplete public discussion to occur
regarding the inplications of the report. She nentioned that it
will be up to the legislature to decide what to do with the
i nformati on and whet her additional studies should be undertaken.

M5. ROBSON, turning to the issue of the <confidentiality
requirenents, said that Wod Mckenzie has its own set of
standard terns and conditions. She nentioned a handout in
menbers' packets, and said that it contains six docunents, one
of which is five pages long and is titled "Wod Mackenzie's
Multi-Client Report Terns and Conditions.” Anong the conditions
is a prohibition on disclosure of the contents of the report,
and liability - to Wod Mackenzie - for disclosure of sonme or
all of the contents of the report. Therefore, if information
contained in the report gets out and is sourced back to the
| egi slature, because of the report's acquisition via the Joint
Commttee on Legislative Budget and Audit, there is potential
l[iability should Wod Mickenzie choose to pursue it; that could
result in an award of damages against the state and, at a
m ni mum Wod Mckenzie woul d seek conpensation for loss of its
ability to sell this report and certain other reports - such as
future price projections - to other potential subscribers.

M5. ROBSON nentioned that the Joint Commttee on Legislative
Budget and Audit is responsible for the dissem nation and use of
the report even if other commttees choose to use it. She said
that "we" are in the process of devel oping procedures for access
to the report, and invited nenbers of the conmittee, and others
listening in, to provide input about whether the tentative
procedures are appropriate regarding both the use of the study
and to guard against inadvertent or inappropriate disclosure.
She turned attention to the one-page agreenent form in the
packet that wuses sonme of the specific ||anguage in the
af orenenti oned five-page docunent; this is to ensure that when
signing the form people pay particular attention to both the
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l[imtations on disclosure and to the inposition of personal
liability on anyone who 1is found to be responsible for
i nappropriate disclosure.

M5. ROBSON remarked that when one is making a report available
to 60 publicly-elected officials, as well as others, there is
the potential for inadvertent or inappropriate disclosure, so
the goal in outlining the specifics regarding disclosure and
l[iability in the one-page agreenent form is to mnimze that
risk. She reiterated the possible consequences of having
[i nadvertent or inappropriate] di sclosure linked back to
| egi slature, and nentioned that if Wod Mckenzie pursues the
| egi sl ature for damages, then the legislature can in turn pursue
the individual legislator responsible for the disclosure; such
should inpress upon individual |egislators the inportance of
confidentiality in handling the report.

M5. ROBSON went on say that in order for a legislator to gain

access to the report, that individual will be required to read
the aforenmentioned standard terns and conditions docunent, and
sign the aforenentioned one-page agreenent. The report wll

then be available in the Terry MIler Building, Room 220, and
| egi sl ators should call beforehand to arrange to see the report,

and nust sign in before being given access. That report can
then be read at that |ocation, and notes can be taken but copies
cannot be nmade. And with regard to any notes that are taken,
the protocol will be that those notes will be copied, placed in
a sealed envelope in the legislator's presence, and then placed
in a |ocked file cabinet; any such envelopes will only be opened

in the event that Wwod Mickenzie clains that the |legislature
breached confidentiality.

M5. ROBSON said it will be the legislator's responsibility to
keep any notes he/she nmnmakes from the report conpletely
confidential; hel/she nmust |abel the notes as confidential, keep
them with a copy of the standard terns and conditions, and keep
them under 1ock and Kkey. Al t hough such procedures may seem
draconi an, they are conparable in nature to the procedures that
the admnistration routinely enploys, in both the Division of
Ol & Gas and in the Departnment of Revenue (DOR) to guard
confidential materials related to oil and gas issues. In fact,
currently there 1is statutory crimnal liability for state
personnel that violate the confidentiality of such mterial,
though there is nothing simlar in statute yet with regard to
i ndividual legislators who may violate the confidentiality of
the Wod Mackenzie study. Instead, the procedures being
established provide for personal, financial civil liability in
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the event that a disclosure is traced back to an individua
| egi sl at or.

2:00:22 PM

SENATOR B. STEVENS asked whether, if there is a breach of
confidentiality, the state would be obligated to pay damages.

M5. ROBSON indicated that it would be, but first Wod Mickenzie
must learn of the breach and decide to pursue the state for
damages. She nentioned that the court of dispute is England,
and that this stipulation is a non-negotiable condition of Wod
Mackenzi e' s.

SENATOR B. STEVENS asked whether Wod Muckenzie has ever been
successful in claimng a breach of confidentiality wth regard
to this or simlar studies.

M5. ROBSON said not to her know edge, but acknow edged that she
has not yet investigated that point.

SENATOR B. STEVENS said he'd like to know whet her such has ever
occurred.

REPRESENTATI VE HAWKER asked who else has arranged for
acqui sition of the sane report.

M5. ROBSON indicated that she does not have a conplete |ist of
subscri bers.

2:02: 11 PM

REPRESENTATI VE HAWKER surm sed, then, that the |egislature m ght
not necessarily be responsible for a breach of confidentiality;
a |leak could conme from sone ot her source.

M5. ROBSON concurred and reiterated that in order for Wod
Mackenzie to pursue the l|egislature for danmages, it nust first
find that the | eak can be traced back to the |egislature.

REPRESENTATI VE HAWKER asked whet her, under the terns and
conditions, it would be possible for him to discuss his review
of the report with Representative Sanuels, for exanple.

IVS. ROBSON said that once a legislator has signed the

confidentiality agreement and has accessed the information,
he/ she may discuss that information with others who have signed
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the sane confidentiality agreenent; thus, if various subscribers
have signed the sane agreenent, they may discuss the information
anongst thensel ves. It is, however, up to the individual
| egi sl ator/subscriber to verify whether another person/entity
has signed the sane agreenent.

REPRESENTATI VE HAWKER surmsed that such |eeway could be
benefi ci al .

CHAIR SAMJELS indicated that it would be good to know whet her
the legislature can discuss the information contained in the
report with other governnental entities and industry players.

2: 04: 53 PM

M5. ROBSON nentioned the |ast handout on nenbers' packets, and
noted that the information contained therein is based on the
af orenenti oned 2002 study and has not been vetted.

REPRESENTATI VE HAWKER asked whet her Wod Mackenzie is intending
to rel ease nore recent conparable information

M5. ROBSON said yes, but indicated that the |egislature has not
yet sought authorization for the release of that information,
t hough an industry entity m ght have.

SENATOR THERRI AULT asked Ms. Robson if she has an idea of when
she'll have a recommendation with regard to which additiona
consul tants m ght be needed.

M5. ROBSON said yes, particularly with regard to an economc
expert, adding that other experts could be arranged for as
needed.

ADJ OQURNNMENT

2:11: 30 PM

There being no further business before the commttee, the Joint

Commttee on Legislative Budget and Audit neeting was adjourned
at 2:11 p. m
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