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PCSI TI ON STATEMENT:  Testified and answered questions during the
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ACTI ON NARRATI VE

3:21:31 PM

CHAIR KURT OLSON called the House Labor and Commerce Standing
Commttee neeting to order at 3:21 p.m

Representatives Buch, Chenault, Holnes, T. WIson, and d son
were present at the call to order. Representatives Lynn and
Neuman arrived as the neeting was in progress. Representati ve
Ranras was al so in attendance.

HB 315- PUBLI C ACCOUNTI NG

3:22: 03 PM

CHAI R OLSON announced that the first order of business would be
HOUSE BILL NO 315, "An Act relating to public accounting; and
providing for an effective date."

3:22:12 PM

JENNI FER SENETTE, Staff, Representative Kurt O son, Al aska State
Legislature, stated that HB 315 bill relates to public
accounti ng. This bill was drafted with the assistance of the

state Board of Public Accountancy (BPA) and the Al aska Society
of Certified Public Accountants (ASCPA) and is supported by the

board and the society. This bill is widely supported and she
was unaware of any opposition. She reported that 45 states have
passed sonme version of this bill, which will bring Alaska up to

date and keep Al askan certified public accountants (CPAs) and
Al askan accounting firns conpetitive nationally.

M5. SENETTE explained that HB 315 does three things: First, it
would provide CPAs nobility, which would allow a licensee to
gain practice privilege outside their principal jurisdiction
wi thout additional |icensing or fees. It would allow |icensed
CPAs and CPA firnms in Alaska to practice across state
jurisdictions with greater ease, which is the key to keeping
CPAs and CPA firnms nationally conpetitive. Secondly, the bill

HOUSE L&C COWM TTEE -4- February 15, 2010



alters the ownership requirenents for accounting firns. The

bill would provide for sinple mgjority ownership. Under current
law, an Al askan accounting firm must be owned 100 percent by
CPAs. The accounting profession has evolved, and many firns

consist of nore than just CPAs and many non-CPAs, such as
attorneys and information technology professionals enhance the
firms ability to serve its clients. Under current |aw, non-CPA

professionals are barred from ownership. This bill "dials down"
these stringent requirenents. Most states allow non-CPAs to
have mnority ownership in CPA firnms. This provision is ained
to help CPA firnms attract and retain talent. Finally, the bil

woul d enhance the board's ability to protect the public. Thi s

provi sion would provide the board jurisdictional authority over
any CPA practicing in the state. Basically, all CPAs providing

public accountancy services in Alaska would fall wunder the
jurisdiction of the Alaska Board of Public Accountancy to
address any violations of the professional standards. She

restated that 45 states have passed sone version of this
| egislation, which provides for nobility, sinple mgjority
ownership of CPA firnms, and enhanced CPA board authority over
CPAs |icensed in other jurisdictions practicing in Alaska to
protect the public.

3:26:29 PM

MAX MERTZ, Menber, Alaska Board of Public Accountancy (BPA),
stated he has been a nenber of the Al aska BPA for six years, and
the chair for four years ending in 20009. He related that the
Al aska BPA worked on the issues addressed in the bill. The
Al aska BPA takes its mssion seriously, which is regulating the
accounting profession in Alaska and protecting the public
i nterest. One main challenge the BPA has faced is to
effectively pursue out-of-state practitioners who do not
properly serve their clients. In the electronic age, out-of-
state practitioners have beconme commonpl ace since CPAs can serve
clients wthout ever speaking to them on the phone. The
nmobility initiative conmenced after a thorough study by the
American Institute of CPAs and National Association of State
Boards of Accountancy found that each state had its own rules
for out-of-state licensees to provide services in other states.
Additionally, each state had its own enforcenment rules, which
resulted in an inefficient systemthat is difficult to navigate.
Further, conpliance and enforcenent has been nearly inpossible
due to the multiple cunbersone processes and disparity in
requirenents in various states.
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MR. MERTZ stated that with nobility, the Alaska BPA will gain
automatic jurisdiction over all CPAs practicing in the state.

This will enable Alaska to discipline out-of-state |icensees,
whether they are registered and licensed in the state or not.
The nmobility bill can be likened to drivers' |licensing |aws,
which will provide CPAs with nobility to practice in other

states while strengthening our BPA's board to protect public
interest. The effectiveness of nobility laws is contingent upon
passage by all states. Currently, five states remain and three
have pending legislation, including Al aska. The Al aska BPA

unani mously passed a resolution in support of this bill. He
said that he has presented to several society nenbers and groups
and is not aware of any opposition. He asked for the

commttee's support for HB 315.

3:29:10 PM

REPRESENTATI VE BUCH asked whether the main thrust of HB 315 is
to authorize reciprocity. He also asked about the term
"practice privilege," and asked for «clarification of the

standard of practice.

MR. MERTZ explained that "practice privilege" is the ability for

those CPAs who are licensed in another state to practice in
Alaska with a permt. The permt applies primarily to firms but
also for i ndi vi dual s, primarily for tenporary  purposes.

Typically, it would be used by an out-of-state CPA who does not
have an office in Alaska and is not primarily providing services
in Al aska.

REPRESENTATI VE BUCH asked whether this practice is sonething
that is standard adopted by other states and the industry for
those CPAs in the process of obtaining certification.

MR. MERTZ answered yes. He related a scenario in which an out-
of-state firm has a client who is doing business in Al aska, and
the practice privilege allows the out-of-state accountant to

perform the services. Under nobility, the out-of-state CPA can
provide the services wthout going through the process of
obtaining a practice permt. Thus, the out-of-state CPA would

provide the services in Alaska and be subject to our |aws and
the jurisdiction of the BPA

3:32: 03 PM
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REPRESENTATI VE BUCH rel ated his understanding that the standards
for CPAs are uniform standards and HB 315 would update Al aska
wi th the national standards.

MR. MERTZ agr eed.
3:32: 20 PM

REPRESENTATI VE T. WLSON asked whet her nore people wll practice
in Alaska and create additional conpetition.

MR. MERTZ stated that the bill would bring Alaska's statute into
the 21st century. The services are already being provided by
Al askan CPAs to out-of-state clients and vice versa. This bil
will not necessarily <change the groundwork or conpetitive
environment, but it wll change the licensing environnment to
"bring it up to speed” with current practice.

REPRESENTATIVE T. WLSON understood that basically CPAs are
breaking the rules now and this will bring theminto conpliance.

MR. MERTZ agreed that to sone degree her statenent is accurate.
The Anerican Institute of Certified Public Accountants (Al CPA)
study found that of the 54 jurisdictions, 54 different |aws
appl i ed. This was confusing and conplicated for accountants.
This | aw makes the requirenments uniform

3:33:37 PM

REPRESENTATI VE T. W LSON asked who woul d oversee any vi ol ati ons.
MR. MERTZ answered that the BPA oversees violations. In
instances in which a |licensee from another jurisdiction
practices without a permt in Al aska and violates state |law, the
BPA's ability to prosecute the person is limted and cunbersone.
This bill will make enforcenment actions nuch easier.

3:34:37 PM

CHAIR COLSON, after first determining no one else wshed to
testify, closed public testinony on HB 315.

3:34:52 PM

REPRESENTATI VE LYNN noved to report HB 315 out of commttee with
i ndi vi dual recommendati ons and t he acconpanyi ng fiscal notes.

HOUSE L&C COWM TTEE -7- February 15, 2010



There being no objection, HB 315 was reported from the House
Labor and Commerce Standing Comm ttee.

3:35:26 PM
The commttee took an at-ease from3:35 p.m to 3:39 p.m

HB 280- NATURAL GAS

3:39: 35 PM

CHAI R OLSON announced that the next order of business would be
HOUSE BILL NO. 280, "An Act relating to natural gas; relating to
a gas storage facility; relating to the Regul atory Comm ssion of
Al aska; relating to the participation by the attorney general in
a mtter involving the approval of a rate or a gas supply
contract; relating to an incone tax credit for a gas storage
facility; relating to oil and gas production tax credits;
relating to the powers and duties of the Alaska Gl and Gas
Conservation Conm ssion; relating to production tax credits for
certain | osses and expendi t ur es, i ncl udi ng expl oration
expenditures; relating to the powers and duties of the director
of the division of lands and to |ease fees for the storage of
gas on state land; and providing for an effective date.™

3:40: 01 PM

REPRESENTATI VE M KE HAWKER, Al aska State Legislature, explained
that this is the second hearing in this conmttee. He related
that HB 280 was introduced at the request of the RCA to provide
clarity and determ ne whether the legislature intends the RCA to
have regulatory authority over gas storage facilities. Some
technical changes are necessary to "clean wup" the bill
incorporated in an anendnent |abeled 26-LS1185\S. 2, Bullock,
2/ 13/ 10.

3:41: 06 PM

REPRESENTATI VE NEUMAN nmade a notion to adopt Anendnent 1,
| abel ed 26-LS1185\S. 2, Bull ock, 2/13/10, which read:

Page 2, line 10:
Del et e "operations”
| nsert "operation”

Page 2, line 13:
Del ete "feet of gas each”
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I nsert "cubic feet of gas a"

Page 2, line 17:
Del et e "operations”
| nsert "operation”

Page 2, line 18:
Del ete "operations”
| nsert "operation”

Page 2, line 20:

Del et e "operations ceased"

| nsert "t he gas st orage facility ceases
commerci al operation”

Page 2, line 25:
Del ete "operations”
| nsert "operation”

Page 2, |line 26:
Del et e "operations”
| nsert "operation”

Page 2, line 30, through page 3, line 6:
Delete all material and insert:

"(4) "gas storage facility" means a tank,
depleted or nearly depleted reservoir or pool, or
other structure in the state that is available for the
st orage of gas;"

Page 3, following line 10:
I nsert a new paragraph to read:
"(7) "pool"™ has the neaning given in
AS 31.05.170;"
Renunber the foll ow ng paragraph accordingly.

Page 6, line 6:

Del et e "W th certificates i ssued under
AS 31.05. 032"

Insert "that qualifies for a tax credit wunder
AS 43. 20. 046"

Page 6, line 9:
Del et e "operations”

| nsert "operation”
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Page 6, line 10:
Del ete "operations”

| nsert "operation”

Page 6, line 12:
Del et e "operations”

| nsert "operation”

Page 6, line 18:
Del ete "AS 38. 05"
Insert "this chapter”

Page 6, |ine 25:
Del et e "operations”

| nsert "operation”

Page 6, |ine 26:
Del ete "operations”

| nsert "operation”

Page 6, line 29, following "a":
I nsert "rate or a"

Page 7, line 1:
Delete "front
| nsert "of"

Page 7, following line 19:
Insert a new bill section to read:
"* Sec. 7. AS 42.05.990(4) is anended to read:

(4) "public utility" or "utility" includes
every corporation whether public, cooperative, or
ot herwi se, conpany, individual, or association of
individuals, their |essees, trustees, or receivers
appointed by a court, that owns, operates, manages, or
controls any plant, pipeline, or systemfor

(A f urni shi ng, by generati on,
transm ssion, or distribution, electrical service to
t he public for conpensation;

(B) furni shing telecomrmunications service
to the public for conpensation;

(O furnishing water, steam or sewer
service to the public for conpensation;

(D) furni shi ng by transm ssion or

distribution of natural or manufactured gas to the
public for compensati on;
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(E) furnishing for distribution or by
distribution petroleum or petroleum products to the
public for conpensation when the consuner has no
alternative in the choice of supplier of a conparable
product and service at an equal or |esser price;

(F) furnishing collection and disposa
service of garbage, refuse, trash, or other waste
material to the public for conpensation;

(G furnishing injection, storage, and
w t hdrawal services for natural gas that is owned by a
utility regul ated under this chapter;"

Page 8, line 3:
Following "facility":
| nsert "described in (b) of this section”
Del ete "operations”
| nsert "operation”

Page 8, lines 5 - 6:

Del ete "beginning after the date the gas storage
facility comrences conmerci al operations”

Insert "in which the gas storage facility
comences  conmerci al operation or the tax year
i mredi ately foll ow ng"

Page 8, following line 12:
I nsert a new subsection to read:
"(b) A gas storage facility qualifying for the
credit in this section nust
(1) have a working gas storage capacity of
nmore than 500,000,000 cubic feet of gas other than
cushi on gas;
(2) have a mninmum w t hdrawal capability of
10, 000, 000 cubic feet a day as certified by the Al aska

al and Gas Conservati on Conmi ssi on under
AS 31.05. 032;

(3) be available for the storage of gas
that is owed by a utility regulated under AS 42.05;
and

(4) if located on state land and |eased or

subject to a lease under AS 38.05. 180, be in
conpliance with the terns of the |ease."”

Rel etter the follow ng subsections accordingly.

Page 8, line 16, follow ng "capacity":
Insert "and wi thdrawal capability”
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Page

Page

Page

8, line 17:
Del ete "operations”
| nsert "operation”

8, line 19:
Del ete "fornt
I nsert "application”

8, line 21:
Del ete "shall submt the fornt
Insert "under (d) of this section shall submt

t he application”

Page

Page

Page

Page

Page

Page

Page

t he"

8, line 23:
Del ete "operations”
| nsert "operation”

9, line 12:
Del ete "determ ned"
Insert "the capacity certified"

9, line 18:
Del et e "operations”
| nsert "operation”

9, line 22:
Del ete "operations”
| nsert "operation”

9, line 23:
Del et e "operations”
| nsert "operation”

10, line 5:
Delete "(g) and (h)"
I nsert "(h) and (i)"

10, line 13:
Del ete "operations within 10 cal endar years after

Insert "operation wthin nine calendar years

i medi ately foll owi ng the cal endar”

Page

10, line 14:
Del et e "operations”
| nsert "operation”
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Page

Page

Page

10, line 16:
Del ete "operations”
| nsert "operation”

10, line 18:
Del ete "operations”
| nsert "operation”

Delete "April"
| nsert " May"
10, line 109:

Del et e "operations”
I nsert "operation. The notice required

in this

subsection is considered a return for purposes of

AS 43. 05. 260"
Page 10, |ine 20:
Del ete "operations,""
| nsert "operation," "conmences commer ci al
operation,""
Page 10, |ine 26:
Del ete "an expenditure or action taken"
Insert "a | ease expenditure incurred"”
Page 11, |ine 19:
Del ete "AS 38. 05. 032"
I nsert "AS 31.05. 032"
Page 11, lines 29 - 30:
Delete "for activity"”
I nsert "incurred"
Page 12, line 1:
Delete "for activity"
I nsert "incurred"”
Page 13, |ine 18:
Del et e "expenditure"
| nsert "| ease expendi ture i ncurred after

December 31, 2010"

Page

Page
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| nsert "Il ease"

Page 13, line 27, followng "well":
| nsert "Il ease”

Page 14, line 3:
Del ete "an expenditure”
Insert "a | ease expenditure incurred”

Page 14, line 5, following "well":
I nsert "Il ease"

Page 14, line 15, follow ng "of":

Del ete "t he"

Insert "a [ THE]"

Page 14, |ine 16:
Del ete "AS 43.20.046 or"

REPRESENTATI VE HOLMES obj ected for purpose of discussion.
3:41: 31 PM

LARRY PERSILY, Staff, Representative Mke Hawker, Alaska State
Legislature, referred to Anendnent 2, which he characterized as
an 8-page anendnent that contains "clean up" |anguage and one
substantive issue. He referred to Section 7, to page 3, lines
23 - 31, and page 4, lines 1 - 12, of Amendnent 1. In response
to a request by the RCA, who could not determ ne whether gas
regulation falls wunder its jurisdiction, this I|anguage would
anend the definition of wutilities that are subject to RCA
regul ati on. Thus, if an entity is furnishing storage services
for natural gas that is owed by a utility regulated by the RCA
the storage service would fall under RCA jurisdiction.

3:42: 48 PM

REPRESENTATI VE NEUMAN asked for clarification of whet her
Amendrment 1 would allow rates to utilities to fall under the
RCA.

MR. PERSILY answered yes. He related that the RCA would treat
the natural gas storage like any other wutility. The storage
operator would have to present the cost and information, and
obtai n approval for the cost of service fromthe RCA
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3:43:15 PM

REPRESENTATI VE BUCH asked for further clarification. He asked
whether all gas coming into the gas storage facility would be
from a utility. He asked whether the source of natural gas
woul d be private sector gas and if the RCA would cover other
gas.

MR. PERSILY answered that if the storage operator is providing
storage service for gas owned by a wutility, the storage

operation would be regulated. The fact that the utility may
al so have other gas owned by soneone el se, such as a specul ator,
soneone marketing gas, or a producer, wll not matter. Any
natural gas in a facility owed by a utility is subject to RCA
jurisdiction. In further response to Representative Buch, M.
Persily explained that the storage is subject to regulation by
the RCA, not necessarily the natural gas. The RCA is not
involved in setting the rates for natural gas, but would
consider the natural gas being stored. The natural gas being

stored could be owned by a utility or soneone attenpting to gain
access to the gas marketing business.

3:45: 08 PM

REPRESENTATI VE HOLMES related that Anmendnent 1 anends the
definition section. She said basically any entity furnishing
i njection, storage, and w thdrawal services for natural gas that
is owmed by a utility would be regulated under this chapter.
She said it seens sonewhat circular since it defines "utility"
as anyone doi ng sonmething owned by a utility.

MR. PERSILY answered that the natural gas is owned by a utility,
but the wutility would not own the storage operation. For
exanpl e, sonme producers have their own storage but they do not
make it available to third parties, but operate the storage for

their own needs, which is not subject to regulation. The
natural gas being placed into storage is not owned by a utility,
although it may later be sold to a utility. This bill would

apply to storage operations that provide services to regul ated
utilities.

REPRESENTATI VE HOLMES described a scenario in which a non-
utility built a storage facility, whether it could store gas
wi thout being regulated so long as the natural gas is owned by
t hem
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MR. PERSILY answered that she is correct. He stated that if a
non-regul ated producer builds a storage operation and stores its
own natural gas, and does not store gas owned by a utility, that
gas woul d not be considered as a regul ated storage operation.
3:47: 03 PM

REPRESENTATI VE HOLMES related a scenario in which gas is owned
by producer, and then sells the gas to a utility, the gas in
guestion being sold woul d not be covered by this definition.

MR. PERSILY agreed. The intent of Anendnent 1 is to regulate
storage services which are purchased by regulated utilities.
Just as gas supply contracts are currently subject to the RCA,
t hese gas supply contracts will eventually cone before the RCA
3:47. 45 PM

REPRESENTATI VE NEUVAN under stood at the point the non-native gas
is renoved from the storage facility for distribution the gas
woul d fall wunder authority of the RCA He further understood
that the costs for storage would not be passed on as excessive
costs to the custoner as a regressive tax.

MR. PERSI LY agreed.

3:48:40 PM

REPRESENTATI VE HOLMES asked whether the RCA has reviewed
Amendment 1.

CHAI R OLSON answered that the RCA woul d be testifying.
REPRESENTATI VE HOLMES renoved her objection.

There being no objection, Anmendnent 1 was adopt ed.

3:49: 30 PM

REPRESENTATI VE NEUVAN nmade a notion to adopt the next amendment,
which was referred to as Amendnent 3, which read [original
punct uati on provided]:

Page 2, line 22:

Del et e "operations”
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| nsert "operation”
REPRESENTATI VE HOLMES obj ected for the purpose of discussion.
MR. PERSILY explained that Amendnent 3 is a technical amendnent
to fix one instance which was previously m ssed. Thus,
"operations"” is changed to "operation”
REPRESENTATI VE HOLMES renoved her objection.
There being no objection, Arendnent 3 was adopt ed.

3:50: 54 PM

CHAI R OLSON asked whether the AOCGCC will be able to conply with
the provisions in HB 280.

CATHY FOERSTER, Commi ssioner, Alaska G| and Gas Conservation
Conmi ssion (AOGCC), Departnent of Adm nistration, answered yes.
She added that the AOGCC will not have a fiscal note associ ated
with the bill.

CHAI R OLSON asked whet her the process will work.

M5. FOERSTER responded that wth respect to the AOGCC, the
process will work and is consistent with the conm ssion's work.

CHAIR COLSON asked whether she thought offshore reservoirs in
Cook Inlet could be used for storage.

M5. FOERSTER suggested that if an operator follows the AOGCC s

regul ations for gas storage, it does not natter whether the
facility is offshore or onshore. The AOGCC insures that when an
operator operates a storage reservoir, it is acconplished to

mai ntain and protect the integrity of the reservoir. This neans
t he operator nust ensure the nechanical integrity of every well
that penetrates the reservoir. She related an incident that
happened in Hutchison, Kansas, in which a storage reservoir at
the Yaggy field, located approximately 5 mles outside of town

caused problems in the town of about 50,000 people. The gas
storage approval process did not take into account the conplex
geology of the reservoir until several buildings in the town
expl oded. Since then an operator nust prove the gas reservoir
has integrity and acts as a closed system every well has
mechani cal integrity, and the gas will not seep into unexpected
pl aces. If an operator nmet the AOGCC s requirenents for gas

storage, the facility would be safe on shore or offshore. She

HOUSE L&C COWM TTEE -17- February 15, 2010



related that the cost or Jlogistics of the reservoir falls
outside of the AOGCC s jurisdiction.

3:54:24 PM

REPRESENTATI VE  CHENAULT asked whether the AOGCC is the
controller when gas is reinjected into a reservoir. He rel ated
a scenario in which a storage facility is located in an area in
which a private party owns the mneral rights. He offered that
the party nmay have an expectation for conpensation on gas when
it isinjected and again when it is renoved fromthe reservoir

M5. FOERSTER explained that the AOGCC would play a role in
protecting correlative rights. The operator would need to
denonstrate ownership or approval of all owners in the acreage.
3:55:44 PM

REPRESENTATI VE NEUMAN renmarked that the AOGCC woul d ensure the
gas fields do not |eak.

M5. FOERSTER agr eed.

3:56: 56 PM

REPRESENTATIVE HOLMES recalled prior testinony that AOGCC
foresees no problenms in conmplying with the terns of the bill

She asked whether the AOGCC is "already signing off."

M5. FOERSTER offered a scenario in which an operator indicates

it wants to inject gas into a reservoir. The operator nust
inform the AOGCC of the anticipated maxi mum pressure it wll
subject the reservoir, provide geological information of the

reservoir boundaries, and prove that every penetration of the
reservoir has sufficient nmechanical integrity to withstand the
antici pated pressures. The AOGCC checks the data, and using the

beginning and ending pressure, as well as a good production
hi story or physical description of the reservoir, the AOGCC can
obtain a good estimate of the anount of gas will be stored. She

stated this is sonmething the AOGCC already perfornms and their
estimates are very cl ose.

3:59: 07 PM

REPRESENTATI VE HOLMES asked whether the requirenents in HB 280
are accept abl e.
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M5. FCERSTER suggested that the AOGCC nay need to tweak the
regulations to require operators to provide nore information,
simlar to the process the AOGCC uses as technol ogy changes.

3:59:51 PM

REPRESENTATI VE HOLMES asked for the gas or reservoir capacity in
the Cook Inlet that is in use, authorized, or pending.

M5. FOERSTER expl ained that the AOGCC has three physical areas
of approval. She recalled that five or six storage injection
orders have been approved, but these orders enconpass three
basi ¢ geographi cal areas. Additionally, two nore applications
for storage injections have been received. She detailed that
two of the three areas with approved storage include the Kena
and Sterling, with 6 billion cubic feet (Bcf). However, given
that the start and end pressure entails only 100 pounds
increnment, which is a tiny increnent, the reservoir could store
up to 25 Bcf of gas. Thus, every 100 pounds per square inch
(psi) of pressure would yield approximately 25 nore Bcf of gas.
She related that at sonme point the wells would not have
mechani cal integrity and the AOGCC would not allow the producer
to go above that anount, noting the AOGCC has not been asked to
do so. The Kenai and Sterling Area conprise 25 Bcf of gas

st or age. The Pretty Creek gas storage facility has two
intervals using that same nethod of determi ning volune have a
storage capacity conposite of 2.5 Bcf. Swanson River has three

reservoirs intervals have a conposite of 5.3 Bcf of storage
capacity. The Departnent of Natural Resources (DNR) may show a
| oner capacity based on the operator's intent, but for
authorized pressures the operator has nore ability. She not ed
that Aurora Gas, LLC, has applied for storage injection order at
Ni colai Creek for another 0.8 Bcf, and another operator has
applied for 3 Bcf at Ivan River, for a total of 36 to 37 Bcf of
gas storage capacity that is approved or in the approval
process.

4:02:48 PM

REPRESENTATI VE HOLMES asked how nuch gas is being used for
storage at the current tine.

M5. FCERSTER related her understanding that a small volunme is
bei ng stored, but not near the full capacity.

REPRESENTATI VE HOLMES expressed interest in the reason gas is
not being stored if the producer has the capacity to do so.
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M5. FOERSTER suggested this question is better answered by the
oper at or.

4:03: 44 PM

REPRESENTATIVE NEUMAN related his interest in knowng the
mechanics of a scenario in which a developnent plan was
proposed, but was di sapproved by the departnent. He offered to
pass on the question for now.

4:04:15 PM

REPRESENTATI VE BUCH understood an agent or producer has been
storing and shipping Liquefied Natural Gas (LNG. He inquired
as to whether this is under the AOGCC s purview.

M5. FCERSTER answered that the AOGCC s authority stops at the
wel | head.

REPRESENTATI VE CHENAULT, in response to Representative Buch,
clarified that 32 Bcf of gas per year is being shipped out of
state until 2011.

4:05:45 PM
REPRESENTATI VE CHENAULT asked to put on the record that wthout

having the ability to access the storage facility that recently,
at times, not enough gas would have been available to run the

consuner utilities. He related that the LNG facility has been
an integral part to the overall gas storage and distribution
system in the Cook Inlet. He suggested while some people may

believe that if the LNG facility went out of business it would
provide a solution to the Cook Inlet gas supply, their belief is
not based on fact.

CHAIR OLSON pointed out that Representative Chenault is
referring to a process called "peak shaving” when sone of | oads
destined for Japan have been shorted several tines in the past
few years to provide additional gas to Southcentral during the
cold winters.

REPRESENTATI VE CHENAULT, in response to Chair O son, stated he
did not recall the nunber of tinmes that has occurred.

4:06: 53 PM
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REPRESENTATI VE BUCH clarified he wanted to place on the record
that the state has a nechanism integral to consuners in a
utility, and gas storage is a conponent which should also be
consi der ed.

4:07:36 PM

DAN  SULLI VAN, Mayor , Municipality of Anchorage, expressed
condol ences for the loss of Jim Bowes, President, Conoco
Phillips, who was recently killed in a tragic accident. He
enphasized that HB 280 is inportant to Anchorage and to
Sout hcentral Al aska. He had the opportunity, as part of the
Municipality of Anchorage's Energy Task Force, to neet wth
Representative Hawker on the bill. The three main areas this
bill covers are essential to the long-term energy future of Cook
Inlet gas, including the ability to create gas storage, provide
incentives to maintain and increase gas production in Cook
Inlet, and to clear any regulatory hurdles that nay occur as

these types of contracts are being considered. He stressed it
is also inportant to keep the consumer in mnd during this
process. The Municipality of Anchorage is concerned about the
declining production of natural gas, in particular, as it
relates to pressure. He stated that pressure is the key to
deliverability on cold w nter days. He pointed out events in

the last two or last three years that resulted in deliverability
concer ns. He characterized the Cook Inlet gas issue as not one
of shortage, but of pressure in the fields. Gas storage
facilities are inportant since they wll help control pressure.
The MOA has taken several steps, including instituting the
Energy Watch Program which requests consuners turn down their
thernostats for heat and turn off lights to conserve energy.
Initially, the results of this program have been outstanding,
but the state cannot rely on energy conservation alone as a
| ong-term sol ution.

4:10:10 PM

MAYOR SULLI VAN recalled during a discussion of the proposed gas
line and bullet |line that someone once remarked "the solution to
Cook Inlet is Cook Inlet." He agreed. He surm sed that Cook
Inlet holds 10 to 15 years of the necessary natural gas supply,
not counting any new discoveries. This bill, HB 280, does
sever al things the MOA supports, including the strong
requi renent that any financial benefit from incentives in the
bill would flow through to the utilities to the benefit of their
consuners. He offered his belief that the 40 percent credit for
expl orati on expenses against production taxes provides a great
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incentive to garner increased production in Cook Inlet.
Finally, directing the Departnment of Law to consider the inpact
on consunmers is inportant in the event the RCA rejects a
utility's gas supply contract. Thus, these three key elenents
in HB 280 are reasons the MOA supports the bill. He related
that he would not go into the financial aspects of the bill.

4:12:14 PM

REPRESENTATI VE HOLMES asked how much of the gas storage capacity
in Cook Inlet is actually being used and any reasons it is not
bei ng used.

KEVIN BANKS, Director, Dvision of Ol and Gas, Departnent of
Nat ural Resources (DNR), offered his belief that M. Foerster's
answer is correct, but to obtain a precise answer, it would be
necessary to ask the operators. He suspected the increased
capacity that results in gas storage costs nbney so an operator
woul d consider whether to drill another well or add conpression
to the existing well. Gas storage may not be needed unless the
operator has customers to purchase the gas. He surmised that if
a producer has a market due to contract supply obligations, the
producer would likely spend to increase the capacity. He
suggested decisions for gas storage thus far nmay have been nmade
because it was |less expensive to construct gas storage than
drill new wells since new wells mght not be as productive as
ol der wells used to be.

4:14: 27 PM

REPRESENTATI VE HOLMES stated that she does not have any specific
objections to the bill. She related that she was considering
many aspects of natural gas in Cook Inlet, including that new

wells are not being drilled, that the current Liquefied Natura
Gas (LNG facility will be closing, any supply contracts, and
many other factors. She acknow edged the effort nmade in the
bill and expressed her interest is to be certain that everything
is considered in order to obtain sustainable gas in Cook Inlet.

CHAIR OLSON noted three people from the Departnent of Revenue
are avail able to answer tax questions.

4:15:19 PM

REPRESENTATI VE HOLMES asked whether Anmendnent 1 addresses the
concerns that the RCA had about jurisdiction.
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Rl CHARD GAZAVWAY, Advisory Section Manager, Regul atory Conm ssion
of Alaska (RCA), answered that the RCA did ask for guidance on
jurisdiction over gas storage and the intent of the drafters is
cl ear. He offered that the RCA did not participate in drafting
so while the intent is clear, some inprovenents could be made in
the drafting.

4:16: 35 PM

MR. GAZAWAY, in response to Representative Holnes, suggested
that the DOL could review the |anguage. He referred to page 4,
line 12 of Amendnent 1, which read:

(G furnishing injection, storage, and
w t hdrawal services for natural gas that is owned by a
utility regul ated under this chapter;™

VR. GAZAVWAY suggested that the latter <clause could use
clarification.

MR. GAZAWAY, in response to Representative Hol mes, agreed to the
specific cite in Arendnent 1.

MR. GAZAVWAY, in response to Chair O son, agreed that the RCA
could work to inprove the specified | anguage at next comm ttee.

4:18: 00 PM

REPRESENTATI VE NEUVAN asked whether this bill would conpl enent
an industrial user of gas who may need the flexibility to use
different vol unes of gas.

MR. BANKS rel ated his understanding that the expectation is that
storage would be simlar to when an industrial user would shut

down during peak demand and inject gas to the |ocal nmarket. He
surmsed that physically this wuld happen. Currently,
i ndustrial wusers such as the LNG facility also do not have
storage relationships with the |ocal consuners of gas. Thus

unli ke the proposed gas storage destined for consuners, wth
presumably transparent pricing for the service, a simlar
transparent pricing does not exist for the LNG plant.
Additionally, there is not necessarily a market for gas that is
redirected by the producer fromthe LNG facility. It is part of
their normal supply contract obligation. He restated that the
LNG plant does not participate in the local market in the sane
way as the proposed storage facility would partici pate.

HOUSE L&C COW TTEE - 23- February 15, 2010



CHAI R OLSON characterized that the proposed storage facility as
operating nore |like a bank, with the owner having the ability to
pull out its gas when needed, but can also deposit any excess
gas.

MR. BANKS answered that is correct. He said to the extent gas
is owed by the utility, the state has sone indication and
regulation over the price of the storage. However, price
indicators are not present in other situations, including the
LNG and producer-owned storage facilities.

4:21:32 PM

CHAIR COLSON, after first determining no one else wished to
testify, closed public testinony on HB 280.

4:21:50 PM

REPRESENTATI VE NEUMAN rel ated his understanding of the need to
regul ate gas facilities.

REPRESENTATI VE NEUMAN noved to report HB 280, Version 26-
LS1185\ S, as anended, out of conmttee wth individual
recommendati ons and t he acconpanyi ng fiscal notes.

There being no objection, CSHB 280 (L&C) was reported out of the
House Labor and Commrerce Standing Commttee.

4:24:10 PM

HB 238- LANDLORD REJECTI ON OF OCCUPANT/ SUBLEASE

CHAI R OLSON announced final order of business would be HOUSE
BILL NO 238, "An Act renoving the nunber of persons under 18
years of age in the household as a reasonable ground for a
landl ord to reject a proposed subl ease or assignnent."”

4:24:19 PM
CHARI SSE M LLET, Al aska State Legislature, explained that HB 238

removes a potentially discrimnatory clause from the Uniform
Residential Landlord Tenant Act which refers to the "nunber of

persons under 18 years of age in the household.” She el aborated
on the bill. Section 1, AS 34.03.060 (d) lists a nunber of
reasons for which a landlord may refuse consent to a subl ease or
assignment of a |ease. Included in the Ilist of reasonable

grounds for rejecting the sublease to the tenant is the "nunber
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of persons under 18 years of age in the household." According to
the Departnent of Housing and Urban Devel opnent's (HUD) O fice
of Fair Housing and Equal Opportunity this provision could be
interpreted by the public to allow housing discrimnation in
violation of federal law "Famlial status" is a protected class
under federal fair housing law. AS 34.03.060 (d)(3) could be
interpreted to allow discrimnation because it not only allows,
but appears to propose that a |andlord may refuse to subl ease on
the reasonabl e grounds of "the nunber of persons under 18 years
of age in the househol d."

REPRESENTATI VE M LLETT explained that HB 238 is intended to
bring Alaska's Landlord Tenant Act into line with the Federal
Fair Housing Act. Not only wll this proposed bill help insure
that Al aska continues to receive federal housing program fundi ng
under the federal prograns, including the Honme Investnent
Partnership Act, the Community Devel opnent Block Grant, and the
Emergency Shelter G ant Program which averages $6 nillion per
year. Additionally, the bill helps insure that |andlords treat
potential tenants fairly regardless of their famly situation.

4:25: 37 PM

REPRESENTATI VE NEUMAN asked how the issue was brought to her
attention.

REPRESENTATI VE M LLETT responded that the anmount of noney from
federal progranms would be affected. She also did not want to
negat e the mat chi ng funds.

4:26:01 PM

REPRESENTATI VE M LLETT, in response to Representative Neuman,
explained that the ~current |anguage 1in existing statutes
includes a list of reasonable grounds for rejecting the subl ease
to the tenant, which includes the nunber of persons under 18
years of age in the househol d. She wanted to be certain that
Al aska | aw does not discrimnate against famlies.

4:26:48 PM

BRYAN  BUTCHER, Director, Gover nnent al Affairs & Public
Rel ations, Al aska Housing Finance Corporation (AFHC), expl ained
that the AHFC received a copy of a letter dated July 18, 2007
fromthe U S Departnent of Housing and Urban Devel opnent (HUD)
which brought to the AHFC s attention an issue raised by the
HUD s Ofice of Fair Housing and Equal Opportunity. The HUD
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advised that the issue of potential discrimnation could affect
HUD s future acceptance of the State of Alaska's certifications
to affirmatively further fair housing and conpliance with anti-
discrimnation laws. The HUD s Ofice of Fair Housi ng and Equal
Qpportunity pointed out that the state Ilaw cannot allow
| andl ords to discrimnate against potential tenant's subl eases
based on the nunber of persons in the household under the age of
18. He explained that if the state does not change this
provision in AS 34.03.060 (d)(3), which can be potentially
interpreted to allow famlial status discrimnation, that the
state could lose up to $6 nmillion for three progranms previously
nmenti oned by the sponsor. He advised that Mark Romi ck,
Director, Planning & Program Devel opnent, AHFC is al so avail able
for questions.

4:27:47 PM

REPRESENTATI VE NEUMAN asked what prograns would be affected if
the $6 million were redirected.

MR. BUTCHER responded that nost of the funding is for a block
grant to the Departnent of Commerce, Community, and Econom c
Devel opnent for the developnent of |low inconme housing, the
Communi ty Devel opment Block Gants (CDBG primary objective is
to devel op viable communities by providing decent housing and a

sui t abl e living envi ronnent and by expandi ng econoni c
opportunities, principally for persons of Jlow to noderate
i ncone. The Energency Shelter Gant Program (ESGP) provides
homel ess persons with basic shelter and essential supportive
servi ces. The funds can assist with the operational costs of

the shelter facility, and for the admnistration of the grant.
This grant program al so provides short-term honel ess prevention
assistance to persons at immnent risk of losing their own
housi ng due to eviction, foreclosure, or utility shutoffs.

4:29:17 PM

REPRESENTATIVE T. WLSON posed a scenario in which a landlord
has a 2-bedroom apartnent for rent. |If a prospective tenant has
four children, but the apartnment wunder consideration is too
small for six people, whether the landlord would need another
reason to decide not to rent to them

MR. BUTCHER stated that too nmany occupants is an acceptable
reason to decline, but if a landlord had a six-bedroom house,
and decided it would be acceptable to rent to a famly of six,
the landlord could not base a decision not to rent to a famly,
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solely based on the fact that they had children under the ages
of 18.

REPRESENTATIVE T. WLSON clarified that a landlord could decide
t he nunber of people, but could not base a decision not to rent
to sonmeone based on those under 18 years of age.

MR. BUTCHER answered yes. He stated that the state statutes
refer to a list of itens a landlord can ask prospective tenants
in their rental agreenment for sublease or assignnment of |ease.
The state statute refers to reasonable grounds for rejecting a
subl ease and lists the "nunber of persons under 18 years of age
in the household" as one of the itens. The HUD found that
asking prospective tenants the specific question nay appear to
propose that the landlord mght refuse consent to a sublease
based solely on the nunber of children in a household, which is
in violation of federal |aw

4:31:14 PM

REPRESENTATI VE LYNN related a scenario in which a landlord has
an apartnent to rent. He offered his understanding that the
| andl ord could not limt the nunber of people who could rent the

apartnent, or the nunber of people who could sublease the
apartnent.

MR. BUTCHER answered that a landlord could still legitimately
[imt the nunber of people an apartnent can hold for a |ease or
a sublease, so long as it is reasonable. |In further response to

Representative Lynn, he stated what is at issue is that a
| andl ord cannot specifically discrimnate in the sublease,
agai nst a prospective tenant based on sone of the famly nenbers
are children being under the age of 18.

REPRESENTATI VE LYNN understood that the landlord could stil
[imt the nunber of persons who could occupy an apartnent, in
either the | ease or the subl ease.

MR. BUTCHER agr eed.

4:32: 34 PM

MR. BUTCHER, in response to Representative Neunman, answered that
a landlord can nmake decisions on the nunber of people allowed in
a unit, but cannot specifically discrimnate against children

For exanple, if a landlord decides that it is reasonable for
five people to rent a two-bedroom apartnent, the landlord could
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not decide to discrimnate in a sublease by not allowng

chi | dren. He enphasized that |andlords can legitimtely decide
to set limts on the occupancy to five. The federal law is very
detailed about what constitutes discrimnation. He recalled

reviewmng the federal law, and the list of prohibitions was
quite lengthy, so it did not surprise him that the federal
agency found a discrepancy in the state's | aw.

4:34:32 PM

REPRESENTATI VE LYNN disclosed that one of his daughters, who
resides in Indiana, has eight children, and rents.

4:34: 50 PM

CHAIR COLSON, after first determining no one else wshed to
testify, closed public testinony on HB 238.

4:35: 05 PM
REPRESENTATI VE NEUVAN remarked that the bill makes sense and
will clean up Alaska statutes. He thanked Representative

MIllett for her commtnent to naking Al aska the best place for
chi | dren.

REPRESENTATI VE NEUVAN noved to report HB 238 out of comittee
with individual recomendations and the acconpanying fiscal
not es. There being no objection, HB 238 was reported from the
House Labor and Commrerce Standi ng Comrittee.

4:35:32 PM
ADJ QURNVENT
There being no further business before the commttee, the House

Labor and Commerce Standing Commttee neeting was adjourned at
4:35 p.m
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