ALASKA STATE LEG SLATURE
SENATE LABOR AND COVMERCE STANDI NG COW TTEE
March 20, 2007
1:32 p.m

VEMBERS PRESENT

Senat or Johnny Ellis, Chair
Senator Gary Stevens, Vice Chair
Senator Bettye Davis

Senat or Lyman Hof f man

Senat or Con Bunde

MEMBERS ABSENT
Al'l nmenbers present
COW TTEE CALENDAR

SENATE JO NT RESOLUTI ON NO. 4
Urging the attorney general, the producers of natural gas in the
Cook Inlet region, and the Regulatory Conmm ssion of Alaska to
work to secure long-term and affordable supplies of natural gas
for the people and busi nesses of the state.

HEARD AND HELD

SENATE BILL NO 18
"An Act relating to property foreclosures and executions; and
anmendi ng Rul e 65, Al aska Rules of Civil Procedure."”

MOVED CSSB 18(L&C) OUT OF COW TTEE

SENATE BILL NO 121
"An Act relating to discharge from comercial passenger vessels;
providing for an effective date by repealing the delayed
effective date found in sec. 16, <ch. 153, SLA 2004; and
providing for an effective date."

HEARD AND HELD

SENATE BI LL NO. 99

“"An Act relating to the conposition of the Al aska Police

St andards Council; and providing for an effective date."
SCHEDULED BUT NOT HEARD

PREVI QUS COW TTEE ACTI ON

BILL: SJR 4
SHORT TI TLE: NATURAL GAS FOR STATE RESI DENTS
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SPONSOR(s): SENATOR(s) W ELECHOWSK

03/ 12/ 07 (S) READ THE FI RST Tl ME - REFERRALS
03/ 12/ 07 (S) L&C, RES

03/ 20/ 07 (S) L&C AT 1:30 PM BELTZ 211

BILL: SB 18

SHORT TI TLE: PROPERTY FORECLOSURES AND EXECUTI ONS
SPONSOR(s): SENATOR(s) BUNDE

01/ 16/ 07 (S PREFI LE RELEASED 1/5/07

01/ 16/ 07 (S) READ THE FI RST TI ME - REFERRALS
01/ 16/ 07 (S) L&C, JUD, FIN

03/ 13/ 07 (S L&C AT 1:30 PM BELTZ 211

03/ 13/ 07 (S) Heard & Held

03/ 13/ 07 (S) M NUTE( L&C)

03/ 15/ 07 (S L&C AT 1:30 PM BELTZ 211

03/ 15/ 07 (S Schedul ed But Not Heard

03/ 20/ 07 (S L&C AT 1:30 PM BELTZ 211

BILL: SB 121

SHORT TITLE: CRU SE SH P DI SCHARGE
SPONSOR(s): SENATOR(s) ELTON

03/ 14/ 07 (S) READ THE FI RST TIME - REFERRALS
03/ 14/ 07 (S) L&C
03/ 20/ 07 (S) L&C AT 1:30 PM BELTZ 211

W TNESS REG STER

BRYAN MERRELL

First Anerican Title Insurance Co.

Seattle WA

POSI TI ON STATEMENT: Avail able to answer questions on SB 18.

SENATOR CON BUNDE

Al aska State Capitol

Juneau, AK 99801-1182

PCSI TI ON STATEMENT: Sponsor of SB 18.

STEPHAN RQOUTH, Attorney

Rout h Crabtree

Anchor age AK

PCSI TI ON STATEMENT: Expl ai ned CSSB 18(L&C), version M

SENATOR W ELECHOWEKI
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Al aska State Capitol
Juneau, AK 99801-1182
POSI TI ON STATEMENT: Sponsor of SJIR 4.

BARBARA W LLI AMS

Al aska Public Interest Research G oup (AKPIRG
Anchor age AK

PCOSI TI ON STATEMENT: Supported SIR 4.

PAUL KENDALL

Representing hinsel f

Anchor age AK

PCSI TI ON STATEMENT: Supported SIR 4.

PAT LUBY, Advocacy Director

AARP

Anchor age AK

PCSI TI ON STATEMENT: Supported SIR 4.

SENATOR KI M ELTON

Al aska State Capitol

Juneau, AK 99801-1182

PCSI TI ON STATEMENT: Sponsor of SB 121.

BRYCE BROCKVWAY, Vice Present

Oper ati ons

Crui se West

PCSI TI ON STATEMENT: Supported SB 121.

CAPTAI N M CHAEL JONES
Li nbl ad Expositions
PCSI TI ON STATEMENT: Supported SB 121.

ACTI ON NARRATI VE
CHAI R JOHNNY ELLIS called the Senate Labor and Comrerce Standing

Commttee nmeeting to order at 1:32:00 PM Menbers present at the
call to order were Senators Bunde, Stevens and Ellis.

SB 18- PROPERTY FORECLOSURES AND EXECUTI ONS

CHAI R ELLIS announced SB 18 to be up for consideration. He asked
Bryan Merrell, First Anerican Title Insurance Co., Seattle,
Washi ngton, if he had any comnments to make.

MR. MERRELL responded that he was avail able to answer questi ons.
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1:33:29 PM
SENATOR BUNDE nentioned that he had a proposed CS to SB 18 [ 25-
LS0153\ L] that M. Routh would expl ain.

STEPHAN ROUTH, Crabtree Routh, explained that the CS has changes
in five areas. The first is an inconsistency in term nology
between “grantor” and "trustor". It’s a technical change and has
been made consistently “trustor” throughout the docunent. The
second change is also technical that sets up paranmeters for the
length of tinme for publishing on the Wbsite. The third change
clarifies why the Wbsite for dissemnation of the information
has to be free to the public for view ng.

SENATOR DAVI S joined the conmttee at 1:34:36 PM

MR. ROUTH continued explaining that the fourth item adds
| anguage to clarify that “physical possession” neans actual
physi cal possession. So, in two places in section 4 the word
“actual” or *“actually” has been added. Last, a typo that read
“and” in section 11 was corrected to “or”

CHAIR ELLIS nentioned that they are referring to the Bannister
CSSB 18, version L

SENATOR BUNDE noved to adopt CSSB 18(L&C), version L. There were
no objections and it was so ordered.

1:36:33 PM

SENATOR BUNDE said the changes to the foreclosure procedure were
technical and nade for a nore efficient and consuner friendly
law. The bill had not changed substantially from the original
It would allow people to bid on a foreclosure property and use
it as a residence and assune the American dream

CHAIR ELLIS said he personally supported his goal and asked if
he would be able to get all the conmercials off late-night TV
that pronmote wealth-creating systens built around flipping
properties with no noney down.

SENATOR BUNDE replied that while the Alaska State Senate has
awesone power, it has its limtations.

SENATOR HOFFMAN j oi ned the commttee at 1:38:02 PM

SENATOR STEVENS asked what "actually in physical possession”
neans.
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MR. ROUTH explained the intent was to deal with a Suprene Court
case heard a few years ago called the Nystrom v. Buckhorn that
set up standards that were hard for the title industry to
conform to. So, the intent of this language is to mneke the
meani ng absolutely clear that sonebody has to actually be
physi cal |y occupyi ng the property.

CHAI R ELLIS noted there was no opposition to the bill and he saw
nothing in the CS that would trigger a new fiscal note, which
was zero.

SENATOR BUNDE said he had heard of no opposition either and
moved to pass CSSB 18(L&C). There were no objections and it was
so order ed.

SJR 4- NATURAL GAS FOR STATE RESI DENTS

CHAI R ELLI S announced SJR 4 to be up for consideration.

1:44:57 PM

SENATOR W ELECHOWBKI , sponsor of SJR 4, explained how the people
of Southcentral Alaska have seen soaring heating costs in the
past five years and there are about 340,000 Al askans that use
Cook Inlet gas to heat their hones from Fairbanks and Anchorage
to the Kenai Peninsula. Since 2002 the prices of natural gas
have increased 97 percent with a 30 percent increase this year
al one. The average cost of heating a home has approximtely
doubl ed from about $750 five years ago to about $1, 544 today.

He said the increases have caused severe hardship especially to
those on fixed incomes. Constituents are |ooking to the
| egislature to control the costs. The conpany that delivers gas
to residents of Southcentral Al aska, Enstar Natural Gas Conpany,
reports that its share of gas costs have declined. The big issue
according to them is the cost at which they are securing gas
from Cook Inlet producers because the Inlet’s known gas supplies
are being depleted. The DNR estimates there is approximtely 1.7
tcf of gas reserves remaining out of about 8.8 tcf that have
been di scovered in the Inlet.

At the same tine the Southcentral businesses and residents are
struggling to pay their soaring heating costs, the owners of the
Kenai Liquefied Natural Gas Plant are applying for a two-year
extension of their license to export natural gas to Japan.
ConocoPhil lips and Marathon currently export 1.3 netric tons of
LNG or about 36 percent of the gas produced each year in the
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Inlet to Tokyo Japan for use by the Tokyo Electric Power Conpany
and Tokyo Gas.

SIJR 4 calls on the Attorney General, in consultation with the
Department of Natural Resources, to evaluate whether the
extension of the export license is in the interests of |[ocal
consunmers in the state and whether the non-renewal of the
license will result in lower prices for |ocal businesses and

residents. It also calls on the producers of natural gas in Cook
Inlet to work with local utilities to provide nore affordable
gas for Al askans.

SENATOR W ELECHOWSKI said he has been told by severa

know edgeabl e individuals that the cost of producing gas from
Cook Inlet, particularly fromthe Legacy Fields, is less than $1
per ncf while Enstar consuners are paying $6. He has al so heard,

but cannot verify because the information is proprietary, that
Tokyo utilities are paying roughly the same or less for their
gas than |l ocal consuners despite the fact it has to add the cost
of transportation over 6,600 nautical mles round trip to Japan
and the cost of liquification and regasification to it.

In a recent proposed contract between Marathon and Enstar,
Enstar agreed to pay Marathon at a rate tied to the Henry Hub
pricing point in Louisiana. Over the last tw years the Henry
Hub rate has averaged about $7.60. This rate spiked in 2005
because of Hurricane Katrina, so |ocal consuners are paying high
prices in part because of a hurricane that occurred thousands of
mles away. The Henry Hub benchmark for pricing Cook Inlet gas
is relatively new. Prior to 2004, the contracts relied primarily
on the price of oil. Gas under these contracts cost Enstar
significantly | ess than the Henry Hub rate.

SENATOR W ELECHOWSKI said the intent of SJIR 4 is to express the
will of the legislature that producers offer terns as beneficia
as possible to local consunmers recognizing that natural gas
sells on a world market and Alaska is conpeting in it for
exploration dollars and that high prices nay serve as an
i ncentive for nore exploration.

1:46: 55 PM

SENATOR W ELECHOWBKI said a first reasonable step is to evaluate
whet her continuing the export of Cook Inlet’s gas is in the best
interests of those who rely on it. The third thing SIR 4 does is
it calls on the Regulatory Conmm ssion of Alaska to expedite
review of any contract that wll provide |ong-term affordable
gas for Al askans. He has heard from both the utilities and the
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producers that the tinelines under which the RCA operates need
to be tightened in the interests of everyone.

1:47: 12 PM
CHAIR ELLIS said he has heard the sane from his constituents and
he appreciated hi m addressi ng the issue.

SENATOR BUNDE poi nted out that people in the Cook Inlet have had
bel ow- mar ket natural gas prices for a long time and going to
mar ket price would naturally be shocking because of that. He
asked Senator Welechowski if people realize that prohibiting

comercialization of the gas will probably make the price go up
even nore and that commercialization of the gas allows a vol une
to be produced that reduces consuners’ price overall. Household

consunption would not use the large volune that would help
anortize the cost of exploration.

1:48:51 PM

SENATOR W ELECHOWSKI responded that he is just asking that the
Attorney General consider whether it is in Southcentral’s best
interest to export 36 percent of its gas.

SENATOR BUNDE said he hoped the Attorney CGeneral would consider
that the resource belongs to the whole state, not |ust
Sout hcentral and if the state's econony would be negatively
i npact ed by subsi di zi ng Sout hcentral .

SENATOR W ELECHOWBKI replied that Cook Inlet supplies natural
gas to 473,000 people, two-thirds of all Al askans.

1:51:28 PM

SENATOR STEVENS asked if Agriums use is part of the 64 percent
that remains in Alaska. He also didn't quite understand where
the cost of gasification fit in with his conparison of the gas
prices in Tokyo and Al aska. Wat happens to the gas that would
make himthink the cost would be higher?

SENATOR W ELECHOWSKI replied that the percentages vary, but
roughly 36 percent of the gas goes oversees; roughly 20 percent
goes to Agrium 36 percent to ConocoPhillips and Marathon; 16
percent goes to EnStar users, and varying percentages go to
utilities. The vast majority is going to users in Kenai.

He thought one of the reasons Tokyo users pay less is because
they have a longer term contract, which is comng up for
renewal . The price mght go up then. But when all the costs of
getting t he gas up, [iquification, regasi fication and
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transportation are factored in, the residents of Japan are
paying roughly the same, if not less, than the residents of
Sout hcentral are paying.

1:54:12 PM
SENATOR STEVENS asked how many years he expected this to
continue before the gas supply goes into decline.

SENATOR WELECHOMNSKI replied that the 1.7 tcf of gas is
estimated to |ast eight years at current use. Wile there is a
di spute over how nuch gas Alaska has to fill its needs,
Sout hcentral now doesn’t have enough. Agrium cannot operate in
the winter because a spike of natural gas is needed then for
Enstar consuners and busi nesses. He stat ed:

Sone people say that we don’'t have a shortage. | guess
| would like to point to the fact that we have
consuners who aren’t using as nmuch gas as they would
like to and I would also point to the fact that we’ ve
had i ncreases of 97 percent — supply and denand.

1:55:42 PM
CHAIR ELLI S asked for his suggested anmendnents.

SENATOR W ELECHOWEKI responded that he has three anendnents.

AVENDMENT 1

On page 2, line 12: after “many benefits to the
state,” replace the existing clause with “the state
must have as a priority the availability of affordable
gas to neet the needs of its people.”

1:56:48 PM
SENATOR BUNDE asked if the state could subsidize the cost of gas
for people in Southcentral, how would “affordabl e” be defi ned.

SENATOR W ELECHOWSKI replied when people are making choices
bet ween paying rent, buying food or buying gas. He repeated that
pri ces have increased 97 percent.

CHAI R ELLIS asked Senator Wel echowski to think about this point
for a CS and asked himto go on to the next anmendnents.

SENATOR W ELECHOWSKI went on.

AMENDMVENT 2
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On page 2, line 15: after “attorney general” add “in

coordi nation W th t he Depart ment of Nat ur al
Resources,”

AVENDVENT 3
On page 2, line 17: replace “termnation” of the

license with “non-renewal” of the |icense.

1: 58: 26 PM

SENATOR BUNDE saw a potential financial penalty to the state
fromterm nating sonmeone’s |license and he also wanted to know if
there would be possible litigation involved in non-renewal of a
i cense.

BARBARA W LLI AMS, Al aska Public | nt er est Research G oup
(AKPIRG, related how sone famlies couldn't afford gas at all
because they needed to eat. Sonme people who qualify for energy
assistance aren't getting it because of the nunbers of people
who live in their households. Her own gas price has doubl ed. She
concl uded sayi ng she wants affordable gas for all Al askans.

SENATOR BUNDE asked if natural gas should be added to welfare
benefits.

M5. WLLIAMS replied yes.

2:02: 44 PM

PAUL KENDALL, Anchorage resident representing hinmself, supported
SJR 4. He advocated establishing an Energy Bill of R ghts for
single-famly homeowners and residential dwellings stating the
four essential needs: <clean air, clean water, a balanced
environnent and energy. He said a raise in energy prices
translates many tinmes over into the prices people pay for the
four essentials.

He said they need a “true and actual I mpact cost
accounting....at the wellhead of where that gas conmes in at.” He
reasoned that public utilities were set up so that the public
has to have sonme secure position beyond nornmal capitalism or
free enterprise.

VR. KENDALL suggested adding |anguage saying that al

information has to be nade available to the general public. Now
the conpanies say the information is proprietary and nany
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conpani es have a history of manipulating the price for their own
wel f ar e.

He also said he heard that a private conpany put in an offer to
purchase Enstar and he thought allow ng that would be a terrible
m st ake. When that happens a conpany can seal its records and
you |l never get to distribution networks, points and profit
additions wthout a mmjor legal undertaking. He also said he
wanted to know nore about the hydrogen production and if it is
bei ng generated where it is sent.

2:09: 34 PM

SENATOR BUNDE said he didn't want M. Kendall to have any
illusions that this is just a resolution and has no force of
I aw.

2:10: 06 PM

PAT LUBY, Advocacy Director, AARP, said he has no expertise in
gas issues, but if SIR 4 could help bring down heating costs for
ol der and younger Al askans, he would welcone it. He said the
Enstar increase in January hit many of his nenbers hard and it
has additional increase proposals before the RCA at this tine.

He said that consuners in the Lower 48 often do pay nore for
their gas, but their constituents are unaware of that and don’t
care. They're worried about what they have to pay each nonth.
Al aska has a neans-tested welfare program that does include
utilities called the Low Income Honme Energy Assistance Program
(LI HEAP) and both Senators have been very good about i ncreasing
t he federal energency funding for that in the past.

CHAI R ELLI'S held SIR 4 for a CS.

SB 121- CRUI SE SHI P DI SCHARGE

2:12:22 PM
SENATOR ELLI S, announced SB 121 to be up for consideration.

SENATOR ELTQN, sponsor of SB 121, explained that it restores the
al ternate conpliance discharge quota calls that were codified by
the legislature in 2004 in HB 522. It passed the Senate 20 to O
and the House 40 to 0. He explained that they are having to do
this again because of a sinple oversight. Passage of the cruise
ship initiative last year inadvertently repeal ed the provisions
of law enacted in HB 522. That’'s not a problem that was
instigated by the sponsors of the initiative.
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The initiative sponsor submtted the initiative and received the
petition books well before HB 522 was “a twinkle in the eye”. He
said the initiative sponsors understand the situation and do not
object to SB 121.

SENATOR ELTON said the proposed CS is sinple and is an attenpt
to deal with language in the title that is very broad. They
wanted to nmake sure that everyone understood that this is to
replicate HB 522 and deals with small cruise ship vessels only.

CHAIR ELLIS agreed with tightening the title.

SENATOR BUNDE nentioned that he thought technically this would
change a law passed by initiative and the legislature is
forbi dden to change those for two years.

SENATOR ELTON replied that is true, but he thought this would be
considered a technical change not a substantive change to the
initiative.

SENATOR BUNDE said he thought |awers would have sonmething to
say about that.

2:15: 14 PM

BRYCE BROCKWAY, Vice Present, Operations, Cruise West, said they
are Anerican-owned and operated and have seven small vessels and
visit many small towns throughout Al aska since 1946. He said
Crui se West supported SB 121

2:17: 03 PM

CAPTAIN M CHAEL JONES, Linblad Expositions, said they operate
two smal |l passenger vessels in Southeast Al aska since 1989. The
conpany is U S. owned and its vessels are U S. built and crewed.
They supported SB 121 and its intent to reinstate the Small
Vessel Conpliance Program from HB 522.

CHAI R ELLI S thanked them for testifying and said he would have a
CS for the next neeting.

SENATOR ELTON didn't know of any opposition. The |anguage of HB
522 was thoroughly vetted when it was passed.

There being no further business to conme before the committee
CHAI R ELLI S adj ourned the neeting at 2:20: 04 PM
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