ALASKA STATE LEG SLATURE
HOUSE RESOURCES STANDI NG COWM TTEE
March 31, 2008
1:36 p. m

MVEMBERS PRESENT

Representative Crai g Johnson, Co-Chair
Representati ve Anna Faircl ough
Represent ati ve Bob Roses
Represent ati ve Paul Seaton
Representati ve Peggy W1 son
Represent ati ve Bryce Edgnon
Representative David Guttenberg
Representative Scott Kawasaki

VEVMBERS ABSENT
Representative Carl Gatto, Co-Chair
COMWM TTEE CALENDAR

SENATE JO NT RESOLUTI ON NO. 17

Uging the United States Congress to provide a neans for
consistently sharing, on an ongoing basis, revenue generated
fromoil and gas devel opnment on the outer continental shelf wth
all coastal energy-producing states to ensure that those states
devel op, support, and nmintain necessary infrastructure and
preserve environnental integrity.

- MOVED SJR 17 OQUT OF COW TTEE

SENATE BI LL NO 229

"An Act relating to the Tanana Valley State Forest and to
assignnment of certain forest land to the Mnto Flats State Gane
Ref uge; and providing for an effective date."

- MOVED SB 229 QUT OF COW TTEE
PREVI QUS COW TTEE ACTI ON
BILL: SJR 17

SHORT TI TLE: OFFSHORE O L & GAS REVENUE
SPONSOR(s): SENATOR(s) W ELECHOWSKI

02/ 19/ 08 (S) READ THE FI RST Tl ME - REFERRALS

HOUSE RES COW TTEE -1- March 31, 2008



02/ 19/ 08
03/ 01/ 08
03/01/08
03/ 14/ 08
03/ 14/ 08
03/ 14/ 08
03/ 15/ 08
03/ 15/ 08
03/ 17/ 08
03/ 17/ 08

03/ 18/ 08
03/ 18/ 08
03/ 19/ 08
03/ 19/ 08
03/ 28/ 08
03/ 28/ 08
03/ 31/ 08

BILL: SB 229

(S)

32230

RES

RES AT 11: 00 AM BUTROVI CH 205
-- MEETI NG CANCELED - -

RES AT 3:30 PM BUTROVI CH 205
Moved SJR 17 Qut of Committee
M NUTE( RES)

RES AT 11: 00 AM BUTROVI CH 205
-- MEETI NG CANCELED - -

RES RPT 6DP

DP: HUGG NS, W EL ECHOWBKI WAGONER,
GREEN, MCGUI RE, STEVENS

TRANSM TTED TO (H)

VERSI ON: SJR 17

READ THE FI RST Tl ME - REFERRALS
RES, FIN

RES AT 1: 00 PM BARNES 124

-- MEETI NG CANCELED - -

RES AT 1: 00 PM BARNES 124

SHORT TI TLE: TANANA VALLEY FOREST/ M NTO FLATS REFUGE

SPONSOR( s)

01/ 16/ 08
01/ 16/ 08
02/ 16/ 08
02/ 16/ 08
02/ 16/ 08
02/ 19/ 08
02/ 19/ 08

02/ 29/ 08
02/ 29/ 08
03/ 03/ 08
03/ 03/ 08

03/ 03/ 08
03/ 03/ 08
03/ 03/ 08
03/ 03/ 08
03/ 12/ 08
03/ 12/ 08
03/ 13/ 08
03/ 13/ 08
03/ 28/ 08
03/ 28/ 08
03/ 31/ 08

HOUSE RES COW TTEE

(S)
(S)
(S)
(S)
(S)
(S)
(S)

(S)
(S)
(S)
(S)

(S)
(S)

(S)

SENATOR(s) THOVAS

READ THE FI RST Tl ME - REFERRALS
RES, FIN

RES AT 11: 00 AM BUTROVI CH 205
Moved SB 229 CQut of Committee

M NUTE( RES)

RES RPT 5DP

DP: HUGGE NS, WAGONER, GREEN, MCGU RE,
STEVENS

FIN AT 9: 00 AM SENATE FI NANCE 532
Schedul ed But Not Heard

FIN RPT 5DP 2NR

DP: STEDMAN, ELTQON, THOVAS, DYSON
HUGGE NS

NR: HOFFMAN, OLSON

FIN AT 9: 00 AM SENATE FI NANCE 532
Moved SB 229 Qut of Committee

M NUTE( FI N)

TRANSM TTED TO (H)

VERSI ON: SB 229

READ THE FI RST Tl ME - REFERRALS
RES, FI N

RES AT 1: 00 PM BARNES 124

-- MEETI NG CANCELED - -

RES AT 1: 00 PM BARNES 124

- 2- March 31, 2008



W TNESS REG STER

SENATOR Bl LL W ELECHOWSKI

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Testified as the sponsor of SJR 17.

M CHELLE SYDEMAN, St aff

to Senator Bill W el echowski

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT:  Answered questions regarding SJR 17.

KEVI N BANKS, Acting Director

Central Ofice

Division of Ol & Gas

Anchor age, Al aska

POSI TI ON  STATEMENT: Supported SIJR 17 on behalf of the Palin
Adm ni stration.

SENATOR JOE THOVAS

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Testified as the sponsor of SB 229.

MARTHA FREEMAN, Forest Resources Program Manager
Director's Ofice

Di vision of Forestry

Department of Natural Resources

Anchor age, Al aska

POSI TI ON STATEMENT:  Answered questions regarding SB 229.

ACTI ON NARRATI VE

COCHAIR CRAIG JOHNSON called the House Resources Standing

Commttee neeting to order at 1:36:09 PM Represent ati ves
Seat on, Roses, CGuttenberg, Edgnon, and Johnson were present at
the call to order. Represent ati ves Kawasaki, Fairclough, and

Wl son arrived as the neeting was in progress.

SIJR 17-OFFSHORE O L & GAS REVENUE

1: 36: 19 PM
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CO CHAIR JOHNSON announced that the first order of business
woul d be SENATE JO NT RESOLUTION NO. 17, Uging the United
States Congress to provide a neans for consistently sharing, on
an ongoi ng basis, revenue generated from oil and gas devel oprment
on the outer continental shelf wth all coastal energy-producing
states to ensure that those states develop, support, and
mai ntain necessary infrastructure and preserve environnental
integrity.

SENATOR BILL W ELECHOASKI, Al aska State Legislature, sponsor of
SIJR 17, presented the follow ng testinony:

This resolution calls on Congress to provide Al aska
and other coastal states with a fair share of revenue
from oil and gas |easing and devel opnent in the CQuter
Continental Shelf [OCS]. As you know, [under] the
M neral Lands Leasing Act of 1920 ... the federal
government shares wth the states 50 percent of
revenue generated from mneral production on federa

lands within each state's boundari es. The shared
m ner al revenue is di stri but ed to t he st at es
automati cal |y, out si de of any budget process.

Unfortunately, there is no conparable authority for
the federal governnent to automatically share revenue
from oil and gas activities occurring six mles or
nore offshore with adjacent coastal states. For years
coastal states have argued that they deserve a share
of oCs revenues because t hey provi de t he
infrastructure that supports offshore operations and
bear the environmental risks of offshore devel opnment.
On several occasions Congress has recognized this
vital contribution and has created revenue sharing
progranms, nost of which have been tenporary or only

extended to a handful of states. ... Under the nost
recent exanple the federal government agreed to give
Al abans, Loui si ana, M ssi ssi ppi, and Texas 37.5
percent of revenue from oil and gas |leasing and
devel opnment in newy opened federal waters in the Qulf
of Mexi co. This act is expected to distribute nore
than $60 billion to those four states over the next
twenty-five years. Al aska was excluded from this
program despite the efforts of our congressiona
del egati on. This resolution supports the position

that all coastal states with adjacent OCS devel opnent
should receive on a regular and ongoing basis a fair
share of revenue from OCS activities as conpensation
and reward for their <contribution to the nation's

HOUSE RES COW TTEE -4- March 31, 2008



energy infrastructure. Since statehood oil and gas
activities from Alaska's CQuter Continental Shelf have

gener at ed al nost $5 billion for t he f eder al
gover nnent . This does not include the $2.6 billion
the federal government earned in the |ast Chukchi Sea
sal e. If the revenue sharing program |ike the one

that is currently in place in the @ulf of Mexico, had
been in place back in February [2008] when the sale
took place, Alaska would have stood to gain $975
mllion from the sale alone. And nore |easing and
devel opment are likely to occur in the future as two-
thirds of the nation's Quter Continental Shelf is off

the coast of Alaska with as much as 55 billion barrels
of technically recoverable oil and 280 trillion cubic
feet of technically recoverable gas. The resol ution

has the support of Al aska's congressional delegation,
the adm nistration, and those coastal conmunities nost
affected by offshore oil and gas devel opnent and |
woul d urge your support.

1: 39: 45 PM

REPRESENTATI VE EDGVON understood that U S. Senator Jeff Bi ngaman
[Chair, Energy and Natural Resources Committee] does not support
this revenue sharing. \Wat are the prospects of revenue sharing
actual Il y happeni ng, he asked.

SENATOR W ELECHOMNSKI related that U S. Senator Ted Stevens is
urging this resolution and thinks it is inportant. Senat or
W el echowski said it is his understanding, as well, that Senator
Bi ngaman is not supportive of any OCS revenue sharing, but that
Senator Binganan has also stated he would not oppose soneone
el se trying to push the issue. Senator W elechowski understood
that U S. Senator Max Baucus is interested in opening up this
revenue sharing to other states, including Alaska. So, it is a
chal l enge, but there are prospects of it happening. From the
fundanmental standpoint of fairness, there is really no fair
reason why Alaska should not get a share of the revenue when
four other states are receiving it.

SENATOR W ELECHOWSKI, in further response to Representative
Edgnon, explained that the 50 percent of revenue addressed by
the first whereas in the bill [page 1, lines 6-8] is from
m ner al production on federal land wthin the state's

boundari es. Wthin zero to three mles the states get a small
anount of conpensation, but past six mles the states get
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not hi ng. Because the vast nmmjority of the Chukchi Sea sales
were beyond six mles, Al aska got nothing.

1:42:15 PM

REPRESENTATI VE W LSON asked how far offshore the prograns go for
those states that do receive the revenue shari ng.

SENATOR W ELECHONSKI responded that in the Chukchi Sea sone of
the sales were sixty mles out, possibly nore. He deferred to
his staff person, M. Sydenan.

M CHELLE SYDEMAN, Staff to Senator Bill Welechowski, Al aska
State Legislature, said she believes the revenue sharing
progranms go out to the 200 mle |imt, which is the limt that
defines the federal OCS.

1: 43: 05 PM

REPRESENTATI VE SEATON inquired whether any portion of SJR 17
woul d apply to the extended jurisdiction included in [HIR 39]
which urges the U S. to ratify the Law of the Sea Treaty.

M5. SYDEMAN replied she has 10 years of OCS discussions and she
is not famliar with any OCS revenue sharing program that | ooks
beyond the 200 mle |Iimt. She said she imgines the Law of the
Sea applies to those waters that are not within the jurisdiction
of any nation.

1:44:10 PM

KEVI N BANKS, Acting Director, Central Ofice, Division of Ol &
Gas, stated that the [Palin] Admnistration supports such a

resol ution. It is only fair that Al aska receive the sane kind
of treatnment as Texas, Louisiana, Mssissippi, and Al abams,
especially given the kinds of inpacts that wll fall on the
rural Alaska comunities adjacent to the CCS. The maj or
industrialization of oil and gas developnment wll have a huge

i npact on those communities.
1:45:14 PM

REPRESENTATI VE SEATON asked whether there is any nechanism for
| ooking at the differential benefit to the state should a gas
line be built and there are bids from OCS or no revenue to the
state that woul d displace gas bids that would be applicable from
state or federal | ands.
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MR. BANKS said the appropriate way to think about this is that
t he devel opnent for areas |ike the Beaufort Sea and Chukchi Sea

is still fairly immture. So, the state would presumably nove
gas through a gas pipeline first. It is also a matter of the
cost of devel opnent - the cheaper onshore gas would likely reach
the pipeline before offshore gas. He said he is not sure the
state needs to be concerned about displacenent of state gas
insofar as how OCS gas would line up with the state's. I t
involves a certain amount of guess work. If a very large

project were to develop in the Chukchi Sea for gas, that would
be self supporting and neet needs for gas into some gas pipeline
onshore and, wunder current rules, Alaska would get no revenue
fromit. However, it would also string along a bunch of onshore
projects that may, at the nonment, be too small to reach the
pi peline and from which the state would share in 50 percent of
the revenue. In general, he said, OCS gas would help a gas
pi peline project, but Representative Seaton is correct that the
state would get a lot |ess revenue for it.

1: 47: 58 PM

REPRESENTATI VE SEATON inquired whether there is anything that
woul d prevent a producer owni ng both offshore and onshore | eases
and owning capacity in the gas line from substituting offshore
gas, for which the state would get no royalty or production tax,
for onshore gas.

MR. BANKS answered no, there probably is not any mechanism at
the Federal Energy Regul atory Comm ssion (FERC) or the financing
of the pipeline that would obligate a producer to produce its
onshore gas prior to its offshore gas.

1:49: 02 PM

REPRESENTATI VE SEATON surmised that receiving a share of
of fshore revenues would provide a potential benefit to the state
and be one nore reason for going forward with the gas pipeline.
The revenue sharing would at least elimnate the concern that
the state would do all the work and not get any of the benefit.
MR. BANKS said correct, it would | evel the playing field.

1:50: 17 PM

CO CHAI R JOHNSON cl osed public testinony after ascertaining that
no one else wished to testify.
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REPRESENTATI VE ROSES noved to report SJR 17 out of comittee
with individual recomrendations and the acconpanying fiscal
not es. There being no objection, SIR 17 was reported from the

House Resources Standing Commttee.
The commttee took an at-ease from1:51 p.m to 1:53 p.m

SB 229- TANANA VALLEY FOREST/ M NTO FLATS REFUGE

1: 53: 37 PM

CO CHAI R JOHNSON announced that the next order of business
woul d be SENATE BILL NO 229, "An Act relating to the
Tanana Valley State Forest and to assignnent of certain
forest land to the Mnto Flats State Ganme Refuge; and
providing for an effective date."

SENATOR JOE THOMAS, Al aska State Legislature, sponsor of SB
229, spoke from the followwng witten sponsor statenent
[original punctuation provided]:

Senate Bill 229 anends the boundaries of the Tanana
Valley State Forest (TVSF) to correct errors in |egal
descriptions, reflect wupdated land status, and to
better match the nmanagenent intent for the Forest.
This is done by adding and deleting boundary
references to the |legal descriptions in statute.
These changes result in a net increase to the state
forest of approximately 40,000 acres. SB 229 also
nmoves approxi mately 4,300 acres from the state to the
Mnto Flats State Gane Refuge.

In 1983 the Legislature created the 1.8 mllion-acre
Tanana Valley State Forest that stretches from Manl ey
to Tok. The forest is open to mning, gravel
extraction, oil and gas |easing, and grazing. The
Department of Natural Resources nmanages the state
forests for a sustained yield of these resources, with
the primary purpose of ti mber managemnent (AS
41.17. 200) . The Bonanza Creek Experinental Forest, a
12,400-acre area dedicated to forestry research, is
also located within the state forest.

State forests provide fish and wildlife habitat, clean

wat er, opportunities for recreation and tourism and
m neral s. In addition to the managenent of these
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resources, the Tanana Valley State Forest offers nany
recreational opportunities including hunting, fishing,
trappi ng, canping, hiking, dog nushing, cross-country
ski i ng, wildlife view ng, snow nachi ni ng, gol d
panni ng, boating, and berry-picking.

In 1996, the division updated the Tanana Valley State
Forest Managenent Plan and established a citizens'
advi sory commttee. The 12-nmenber citizen's advisory
commttee, representing a variety of state forest
users, actively participates in forest planning in the
Tanana  Basi n. This entity has endorsed the
recommendati ons on nanagenent of the forest and has
carefully <crafted the <changes in a nmanner that
resulted in support from al affected |and users and
owners.

SB 229 is supported by the Al aska State Forest
Associ ati on, t he Fai r banks Econom ¢ Devel opnent
Corporation, hunting and recreation groups as well as
all surroundi ng | and owners.

Please join nme in anmending the Tanana Valley State
Forest to better align with its original intent and
support the passage of Senate Bill 229.

1: 56: 43 PM

REPRESENTATI VE ROSES inquired whether there is currently a
permtting process or fee structure that would go into place.

SENATOR THOVAS responded no, this is open |and, unless there are
some specific recreational use areas where there are charges.
So, there are no fees.

SENATOR THOVAS, in response to Co-Chair Johnson, reiterated that
SB 229 would result in a 40,000 acre [net] increase to the state
forest. It does not change any designations or any uses of the
| and other than the part that is put into the Mnto Flats State
Ganme Refuge, and that is pretty nuch all open as well.

1: 57: 53 PM

CO CHAI R JOHNSON asked what happens to the |land and what type of
designation is the deleted | and.
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MARTHA FREEMAN, Forest Resources Program Manager, Director's
Ofice, Division of Forestry, Departnment of Natural Resources,
expl ai ned that 4,000 acres would be added to the refuge and the
remai ning lands [300 acres] would be state public domain |and
managed under the Tanana Basin Area Pl an. The designations on
nost of these are for wildlife habitat and public recreation.

COCHAIR JOHNSON inquired whether this wuld exclude any
traditional uses on the |and, such as hunting and fishing, that
were previously allowed under state forest designation.

M5. FREEMAN replied that the generally allowed uses on those
| ands wi ||l not change.

1:59: 05 PM
CO CHAI R JOHNSON opened public testinony.

REPRESENTATI VE EDGMON asked what the difference is between a
state forest and a state gane refuge.

M5. FREEMAN answered that |egislatively designated state forest
keeps the land in public ownership so it is not available for
| and di sposal or sale to private interests, but it can be |eased
or permtted for other uses. Wile managed for nultiple use, it
is clear that comrercial forest managenent is part of the use
for the state forest.

2:00: 02 PM
REPRESENTATI VE EDGVON i nqui red whet her t hese di fferent

categories in state statute have a different neaning under |and
managenent pl ans.

V. FREEMAN said each has its own special | egi sl ative
designation, so first of all the legislature would commt the
land to a particular use. When state forests are established,

the Division of Forestry devel ops a specific nmanagenent plan for
each state forest.

REPRESENTATI VE EDGVON surnmised the Tanana Valley State Forest
Managenment Plan would not spill over into the [Mnto Flats
State] Gane Refuge.

M5. FREEMAN responded correct, there is a separate managenent
plan for the Mnto Flats State Gane Ref uge.
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2:00:54 PM

REPRESENTATI VE SEATON directed attention to the yellow bl ocks
12A and 13B, on the Tanana Valley State Forest Managenent Pl an
map. What are the reasons for changing those lands froma state
forest designation to undesignated, he asked.

M5. FREEMAN said the three parcels farthest to the southeast are
wetland or nuskeg areas wthout nuch forest potential. The
fourth parcel in the northern end is high elevation |and that
al so does not have nmuch forest potential. Regardi ng the other
areas, there was a drafting error in the original bill where two
townships were flipped - originally the western township was
supposed to be included and the eastern township was not - so
this corrects that error.

2:02: 07 PM

REPRESENTATI VE SEATON inquired whether any of the deleted
parcels are being actively pursued for sone other usage.

M5. FREEMAN replied no. The three parcels colored brown [on the
map] are the ones that are wetland and proposed to be added to
the Mnto Flats State Gane Refuge and they do not have
commercial forestry potential. The other parcel is along the
Chatinika River corridor and it is intensively used for public
recreation and al ready has many private inhol dings.

2:02:46 PM

CO- CHAIR JOHNSON asked whether the no-net-loss of wetlands
policy will apply to renoving these wetlands from the state
forest.

M5. FREEMAN answered no, the wetlands are still being retained
in state ownership and there is no devel opnent proposal. So
there is no change to their status in terns of wetland banking
or mtigation.

2:03:29 PM

REPRESENTATI VE SEATON noted that the parcel |abeled 4B, proposed
for deletion fromthe state forest, has a fairly high usage and
sonme i nhol di ngs. He understood the rest of that area could be
avai l abl e for disposal after it is out of the state forest. He
said he wants to make sure that any disposal of those lands is
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through a full and open public process and surm sed there would
be no preferential ties.

M5. FREEMAN said correct. There is no presunption that these

parcels are available for disposal. In fact, none of the
parcels comng out of the state forest are classified as
settlement lands, they all happen to be wldlife habitat or

public recreation.

2:05: 03 PM

REPRESENTATI VE ROSES inquired whether expansion of Al aska
Railroad spur lines to mlitary training sites could affect any

of the areas in SB 229.

M5. FREEMAN responded there is potential for rail extension to
i nprove the access of sone state lands in ternms of commerci al

potential for transporting tinber resources. However, she does
not know that it goes through any of the parcels currently
proposed for a change in status. In further response to

Representative Roses, M. Freeman affirmed that the change in
status would not prevent the railroad from going through any of
t hose parcels. The legislation that establishes the forest
makes it clear that transportation is one of the uses for which
it is established.

2:06: 26 PM

CO CHAI R JOHNSON cl osed public testinony after ascertaining that
no one else wished to testify.

CO- CHAIR JOHNSON stated he is not big on creating nore park
| ands and tying up resources, so he does not have a problemwth
SB 229 because it would not mnimze devel opnment.

REPRESENTATI VE WLSON noved to report SB 229 out of committee
with individual recomendations and the acconpanying fiscal
notes. There being no objection, SB 229 was reported out of the
House Resources Standing Commttee.

ADJ OURNVENT

There being no further business before the commttee, the House
Resources Standing Conmttee nmeeting was adjourned at 2: 08 p. m
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