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COW TTEE CALENDAR

COWM TTEE SUBSTI TUTE FOR SENATE BI LL NO. 234(FIN)

“"An Act relating to the voting procedures of the Alcoholic
Beverage Control Board; allowing the Al coholic Beverage Control
Board to release information contained in the statew de database
of al cohol purchases and shipnents to the person who purchased
the al cohol or to whom the al cohol was shipped; relating to the
access of persons under 21 to prem ses where al coholic beverages
are sold, served, or consuned; extending the term nation date of
the Alcoholic Beverage Control Board; and providing for an
effective date."

- MOVED HCS CSSB 234(L&C) OQUT OF COW TTEE

COWM TTEE SUBSTI TUTE FOR SENATE BILL NO. 243(FIN)

"An Act relating to geothermal resources; relating to the
royalty obligation for geothermal resources; transferring from
the Departnment of Natural Resources to the Alaska G| and Gas
Conservation Conmm ssion authority over permtting and inspection
of geothermal wells; providing for a regulatory cost charge for
geot hermal wells; and providing for an effective date.”

- MOVED HCS CSSB 243(RES) OUT OF COW TTEE
COW TTEE SUBSTI TUTE FOR SENATE BILL NO 277(RES) AM

"An Act exenpting from regulation by the Regulatory Conmm ssion
of Alaska and by nunicipalities certain generators of
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el ectricity from renewabl e ener gy resour ces t hat sel |

electricity to regulated utilities.”
- SCHEDULED BUT NOT' HEARD

PREVI QUS COMM TTEE ACTI ON

BILL: SB 234

SHORT TITLE: ALCOHOLI C BEVERAGE CONTROL BD
SPONSOR(s): SENATOR(s) MEYER

01/ 22/ 10 (S) READ THE FI RST TI ME - REFERRALS
01/ 22/ 10 (S) L&C, FIN

02/ 25/ 10 (S) L&C AT 2:00 PM BELTZ 105 (TSBI dg)
02/ 25/ 10 (S) Moved SB 234 Qut of Committee

02/ 25/ 10 (S) M NUTE( L&C)

02/ 26/ 10 (S) L& RPT  4DP 1DNP

02/ 26/ 10 (S) DP: PASKVAN, DAVIS, THOVAS, MEYER
02/ 26/ 10 (S) DNP: BUNDE

03/ 26/ 10 (S FIN AT 9: 00 AM SENATE FI NANCE 532
03/ 26/ 10 (S) Heard & Held

03/ 26/ 10 (S) M NUTE( FI N)

03/ 26/ 10 (S) FIN AT 1: 30 PM SENATE FI NANCE 532
03/ 26/ 10 (S) Heard & Held

03/ 26/ 10 (S) M NUTE( FI N)

04/ 02/ 10 (S) FIN AT 9: 00 AM SENATE FI NANCE 532
04/ 02/ 10 (S) Heard & Held

04/ 02/ 10 (S) M NUTE( FI N)

04/ 11/ 10 (S) FIN RPT CS 4DP 3NR NEW TI TLE

04/ 11/ 10 (S DP: HOFFMAN, STEDVAN, THOVAS, EGAN
04/ 11/ 10 (S) NR: HUGA NS, OLSON, ELLIS

04/ 11/ 10 (S) FIN AT 11: 00 AM SENATE FI NANCE 532
04/ 11/ 10 (S Moved CSSB 234(FIN) Qut of Conmittee
04/ 11/ 10 (S) M NUTE( FI N)

04/ 12/ 10 (S) TRANSM TTED TO (H)

04/ 12/ 10 (S) VERSI ON:  CSSB 234( FI N)

04/ 12/ 10 (H READ THE FI RST TI ME - REFERRALS
04/ 12/ 10 (H L&C, FIN

04/ 14/ 10 (H) L&C AT 3:15 PM BARNES 124

BILL: SB 243

SHORT TITLE. GEOTHERMAL RESOURCE: ROYALTY/ PERM T/ FEE
SPONSOR(s): SENATOR(s) MOGUI RE

01/ 27/ 10 (S) READ THE FI RST TI ME - REFERRALS
01/ 27/ 10 (S) RES, FIN
02/ 10/ 10 (S) RES AT 3: 30 PM BUTROVI CH 205
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02/ 10/ 10 (S Heard & Hel d

02/ 10/ 10 (S M NUTE( RES)

03/11/ 10 (S RES AT 3:30 PM BUTROVI CH 205

03/11/ 10 (S Heard & Hel d

03/11/ 10 (S M NUTE( RES)

03/18/ 10 (S RES AT 3:30 PM BUTROVI CH 205

03/ 18/ 10 (S Moved CSSB 243(RES) Qut of Conmittee

03/18/ 10 (S M NUTE( RES)

03/ 22/ 10 (S RES RPT CS 1DP 3NR NEW Tl TLE

03/ 22/ 10 (S DP: MCGUI RE

03/ 22/ 10 (S NR. W ELECHOWSKI, STEVENS, FRENCH

03/ 29/ 10 (S FIN AT 9: 00 AM SENATE FI NANCE 532

03/ 29/ 10 (S Heard & Hel d

03/ 29/ 10 (S M NUTE( FI N)

04/ 02/ 10 (S FIN RPT CS 6DP 1NR NEW TI TLE

04/ 02/ 10 (S DP: HOFFMAN, STEDVAN, HUGE NS, THOVAS,
EGAN, ELLIS

04/ 02/ 10 (S NR: OLSON

04/ 02/ 10 (S FIN AT 9: 00 AM SENATE FI NANCE 532

04/ 02/ 10 (S Moved CSSB 243(FIN) Qut of Committee

04/ 02/ 10 (S M NUTE( FI N)

04/ 05/ 10 (S TRANSM TTED TO (H)

04/ 05/ 10 (S VERSI ON:  CSSB 243(FI N)

04/ 06/ 10 (H READ THE FI RST Tl ME - REFERRALS

04/ 06/ 10 (H RES, L&C, FIN

04/ 09/ 10 (H RES AT 1: 00 PM BARNES 124

04/ 09/ 10 (H Moved HCS CSSB 243( RES) Qut of
Comm ttee

04/ 09/ 10 (H M NUTE( RES)

04/ 11/ 10 (H RES RPT HCS(RES) 5DP

04/ 11/ 10 (H) DP: GUTTENBERG, EDGMVON, OLSON, JOHNSCON,
NEUMAN

04/ 14/ 10 (H L&C AT 3:15 PM BARNES 124

W TNESS REG STER

JOSH APPLEBEE, St aff

Senat or Kevin Meyer

Al aska State Legislature

Juneau, Al aska

PCSI TI ON  STATEMENT: As staff to the Legislative Budget and
Audit Comm ttee, presented SB 234.

KONRAD JACKSON, Staff
Representative Kurt O son
Al aska State Legislature
Juneau, Al aska
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PCOSI TI ON STATEMENT: As staff to the House Labor and Comrerce
Standing Commttee, presented the changes to the bill.

SH RLEY d FFORD

Al cohol i c Beverage Control Board (ABC Board)

Department of Public Safety (DPS)

Anchor age, Al aska

POSI TI ON STATEMENT:  Testified and answered questions during the
di scussi on of SB 234.

PAT DAVI DSON

Legi sl ative Auditor

Di vision of Legislative Audit

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT:  Testified and answered questions during the
di scussi on of SB 234.

ADRI ENE ACTI VE, Community Liaison

Uni ted Way of Anchorage

Anchor age, Al aska

PCOSI TI ON STATEMENT: Testified during the discussion of SB 234.

KI ANA ACTI VE, Vol unt eer

United Way of Anchorage

Eagl e River, Al aska

POSI TI ON STATEMENT: Testified during the discussion of HB 234.

ANNA SAPPAH, Executive Director

Al aska Addi ction Professionals Association; Board Menber,
Governor's Advi sory Board on Al coholism & Drug Abuse
Anchor age, Al aska

POSI TI ON STATEMENT:

ANNE CARPENETI, Assistant Attorney General

Legal Services Section

Crimnal Division

Depart ment of Law (DQL)

Juneau, Al aska

PCSI TI ON STATEMENT:  Answered questions during the discussion of
SB 234.

ELLEN GANLEY, Vice-Chair; Public Menber

Al coholic Beverage Control Board (ABC Board)

Departnent of Public Safety (DPS)

Fai r banks, Al aska

PCOSI TI ON STATEMENT: Testified during the discussion of SB 234.
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LARRY HACKENM LLER, General Manager

Al aska Cabaret, Hotel, Restaurant, and Retailers Association
( CHARR)

Fai r banks, Al aska

POSI TI ON STATEMENT: Testified during the discussion of SB 234.

LYNN COOK, Public Menber

Al cohol i ¢ Beverage Control Board (ABC Board)

Department of Public Safety (DPS)

Cordova, Al aska

PCSI TI ON STATEMENT: Testified and answered questions during the
di scussi on of SB 234.

M KE PAW.OWSKI , St af f

Senator Lesil MQuire

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Testified during the discussion of SB 243.

CATHY P. FORESTER, Conmi ssi oner

Al aska G| & Gas Conservation Conmm ssion ( AOGCC)
Depart ment of Adm nistration

Anchor age, Al aska

PCOSI TI ON STATEMENT: Testified in support of SB 234.

PAUL THOVSEN, Director

Public Policy and Busi ness Devel opnent

ORMAT Technol ogi es, Inc.

Reno, Nevada

POSI TI ON STATEMENT: Testified in support of SB 243.

KEVI N BANKS, Acting Director

Central O fice

Division of Gl & Gas

Departnment of Natural Resources (DNR)

Anchor age, Al aska

POSI TI ON STATEMENT: Testified in support of SB 243.

ACTI ON NARRATI VE

3:23: 28 PM

CHAIR KURT COLSON called the House Labor and Commrerce Standing
Commttee neeting to order at 3:23 p.m Representati ves d son,
Hol mes, Neuman, T. WIson, Buch were present at the call to
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order. Representatives Chenault and Lynn arrived as the neeting
was in progress.

3:23:35 PM

SB 234- ALCOHCOLI C BEVERAGE CONTROL BD

3:23: 43 PM

CHAI R OLSON announced that the first order of business would be
CS FOR SENATE BILL NO 234(FIN), "An Act relating to the voting
procedures of the Al coholic Beverage Control Board; allow ng the
Al coholic Beverage Control Board to release information
contained in the statew de database of alcohol purchases and
shi pments to the person who purchased the al cohol or to whomthe
al cohol was shipped; relating to the access of persons under 21
to premses where alcoholic beverages are sold, served, or
consuned; extending the termnation date of the Alcoholic
Beverage Control Board; and providing for an effective date.”

3:24:29 PM

JOSH APPLEBEE, Staff, Senator Kevin Myer, Alaska State
Legi slature, stated that AS 04.06.010 established the Al coholic
Beverage Control Board (ABC Board). The Division of Legislative
Budget and Audit described this board is "a work in progress.”
The division conducted three audits in the past seven years.
This is a board that needs additional attention. The auditors
recommended a one-year extension, but would like to cone back
next year with a nore conprehensive extension bill. The changes
contained in the comrttee substitute add three additional
provisions to the bill. The auditor recommended renoving the
executive director's authorization to cast a tie-breaking vote.
The executive director is not an appointee and the board had
recommended that the person not have the ability to vote on
policy matters. The second change would allow the subject of
t he database to have access to the information collected about
hi m her or any business |isted. The third change repeals the
provi sion that renpoves the use of underage persons in conpliance
checks. He anticipated hearings would be held during the
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legislative interim and a nore conprehensive bill would be
i ntroduced next vyear.

3:27:12 PM

REPRESENTATI VE LYNN asked for clarification on the wuse of
"under age persons” for conpliance check.

MR. APPLEBEE explained that the Senate Finance Comittee
inserted the two provisions that repealed statutory |anguage
pertaining to the ABC Board s wuse of wunderage persons in
under cover operations. The commttee did not believe that it
was proper to use underage persons to purchase al cohol.

REPRESENTATIVE LYNN related that it is also not proper for |aw
enforcenment to lie, but they sonetines nust lie during covert
operations in order to perform their duties. He asked how
conpliance checks could occur for selling alcohol to underage
persons unl ess an underage person attenpts to buy al cohol.

3:28:40 PM

REPRESENTATI VE NEUMAN noved to adopt the proposed House
commttee substitute (CS) for SB 234, |abeled 26-LS1350\P,
Bull ard, 4/13/10, as the work draft. There being no objection

Version P was before the commttee.

3:29:30 PM

KONRAD JACKSON, Staff, Representative Kurt O son, Alaska State
Legi slature, on behalf of the House Labor and Comrerce Standing
Comm ttee, explained the changes contained in the proposed House
commttee substitute (HCS). The HCS deletes Section 4, which
read:

AS 04.16.049(f) and 94.16.060 (f) are repeal ed.
MR. JACKSON explained that by repealing the two statutes the

effect wll be to allow investigators to use underage persons
for investigations of underage purchases of alcohol. I n
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response to Representative T. WIson, he referred to page 2,
line 25, of the CSSB 234(FIN) for the citation.

3:31:16 PM
CHAIR OLSON explained that a problem arose when an underage

person was asked for identification and the server Kkept the
person's driver license. He recalled that "a scene was made" by

the officer in an attenpt to obtain the Ilicense back. He
related his wunderstanding that the mtter has been resolved
admnistratively and it was not likely that any additional

probl ens woul d occur.
3:31: 50 PM

REPRESENTATI VE NEUMAN asked when a business serves alcohol,
whet her anyone under the age of 21 can be in the establishnent.

3:33: 50 PM

SHI RLEY d FFORD, Al coholic Beverage Control Board (ABC Board)

Department of Public Safety (DPS), answered that allow ng
underage persons in businesses that serve alcohol is acceptable,
so long as the person is with his/her parent since parents have
the right to do so, unless the underage person has a health or
safety issue. She related that the tw statutes that were
deleted in Version P. She explained that AS 04.16.049(f) and
94.16.060 (f), provide authority to peace officers since sone
| ocal agenci es conduct conpliance check and allow them to enpl oy
underage person to assist them O herwise, it would be illega
for themto attenpt to purchase al cohol, she stated.

3:35:18 PM

REPRESENTATI VE NEUVAN restated his question, asking whether a
person under 21 years of age nmust be with his/her parent if they
are in a business such as a pizza parlor that serves beer or
Wi ne.

M5. G FFORD offered that the ABC Board issues restaurant
designation permts and persons under the age of 21 are allowed
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in the restaurant. The establishnments apply for restaurant
permt, submt floor plans and indicate how they plan to operate
prior to the ABC approves the permt.

REPRESENTATI VE NEUVAN said it was not clear in the bill and he
was only concerned about uni ntended consequences.

M5. G FFORD referred to AS 04.16.049 (f), which read:

(f) A person under 21 years of age does not violate
this section if the person enters or remains on
prem ses licensed under this title at the request of a
peace officer, if +the peace officer acconpanies,
supervi ses, or otherwi se observes the person's entry
or remmining on premses, and the purpose for the
entry or remaining on premses is to assist in the
enforcement of this section.

M5. G FFORD related that statute addresses the person under
21 years of age that assists a police officer for
conpl i ance checks. She stated that AS 04.16.09 and AS
04.16. 060 provide nore detail about when persons under the
age of 21 can be on prem ses where al cohol is served.

3:38: 09 PM

M5. G FFORD, in response to Representative Lynn, explained the
statutes provide sonme leeway to allow parents, guardians, and
spouses to accompany children. Additionally, the ABC Board has
devel oped a form for use by teachers or chaperones that allow
students to eat in restaurants. She stated that after a gane, a
teacher or coach frequently will take the teamto a pizza place.
She affirmed the statute does allow for those types of events.

3:39:24 PM

REPRESENTATIVE T. WLSON asked whether the 11 ABC Board
enpl oyees are |located in areas around the state.

M5. G FFORD replied yes. She offered that the ABC Board has one
i nvestigator assigned in Fairbanks, one in Juneau, and the rest
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of the enployees reside in Anchorage. In further response to
Representative T. W Ison, she stated that before a license is

i ssued an inspection is required. In the event that the ABC
Board's staff is not available, an Al aska State Trooper (AST) or
| ocal | aw enforcenment person will assist in the inspection.

REPRESENTATIVE T. WLSON referred to the signage on prem ses for
establishnments that are interested in a permt to sell alcohol
She asked for clarification on who posts the signage.

M5. G FFORD responded that the ABC Board counts on the | ocal
governing body to assist with conpliance. The statutes provide
that local police and | ocal governing bodies must help enforce

the statutes and regul ations. In instances in which the |oca
authorities assist, the ABC Board wll refund or return
licensing fees to the local body. She characterized the

relationship of the ABC Board with |ocal governing bodies as "a
very good cl ose working rel ati onship."

3:41: 32 PM

REPRESENTATIVE T. WLSON related her understanding that the
Fai rbanks North Star Borough has always assumed the Alcoholic
Beverage Control Board (ABC) posts notices in Fairbanks.

M5. G FFORD related that the ABC Board has a good working
relationship with the Fairbanks North Star Borough. She asked
if Representative T. WIlson was referring to the requirenment for
a business to post notices in the city hall, the U S. Post
Ofice, and the location three weeks in advance of acquiring a
liquor |icense.

REPRESENTATI VE T. WLSON agr eed. She related an instance that
was problematic involving a pizzeria.

M5. G FFORD offered to look into the specific situation.
3:42:56 PM

PAT DAVIDSON, Legislative Auditor, Division of Legislative
Audit, Alaska State Legislature, explained the Division of
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Legislative Audit conducted its audit and recomrended the ABC
Board be extended for four years, until June 30, 2014. There
were  sone I nprovenent s in sone of the admnistrative
deficiencies, but some of the issues were not resolved.
Therefore, the auditors recomended a shorter tineframe for the
sunset review. The auditors acknow edged a new executive
director was hired in January 2009 and while nost of the
i mprovenents had been made, sone deficiencies remained. The ABC
Board had not yet established a quantifiable and objective
enf orcenment goal . The auditors found a dom nance of conpliance
check activities in the areas where the investigators were
| ocat ed. The geographic l|ocation should not be the driver for
enforcenent, she stat ed. An enforcenment plan should be a well
t hought out plan, which was one of the auditor's reconmendations
She identified some admnistrative deficiencies the auditors
found, including poor recordkeeping and |icensing procedures,
| ack of reconciliation, insufficient training for the data entry
staff resulted in errors that "crept in," and the board | acked
insufficient procedures to ensure accuracy and conpl eteness of
the information recorded in the Board's Restricted Al cohol
Purchasers Statew de Data Base.

3:45: 38 PM

M5. DAVIDSQON, in response to Representative Buch, agreed that
the updated status on the outstanding reconmendations for the
ABC Board would be available to the |egislature at the beginning
of the session.

3:46: 20 PM

ADRI ENE ACTIVE, Community Liaison, United Way of Anchorage,
stated that she is currently working on a Substance Abuse Mental

Health Services Adm nistration G ant. She works as a liaison
for f our partners, i ncl udi ng Uni ted Wy, Sout hcentr al
Foundation, Cook Inlet Tribal Council, and the Mnicipality of

Anchorage (MOA) to specifically reduce access and demand and
increased resiliency of alcohol use anbng youth in Anchorage.
She oversees recipients, including Volunteers of Anerica, who
has inplenented an environnental strategy, a grass roots
advocacy group in Anchorage to reduce access of alcohol for
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m nors. She related that she is in the second grant year and
part of the strategy is to conduct conpliance checks and
"shoul der tap" prograns since the practice reduces demand and
access. She nmentioned she is beginning to enter a contract with
the ABC Board to increase the nunber of the conpliance checks in
Anchor age. She offered her belief that the funding includes
$15,000 for one additional officer outside Anchorage. She
related that an inportant part of the grant is to reduce al cohol
use by minors in Anchorage.

3:49:10 PM

KI ANA ACTIVE, Volunteer, United Way of Anchorage, stated that

she works on conpliance check operations. She advocated for
continuing conpliance checks since kids can go to restaurants
| iquor stores, and bars and buy al cohol. She stated that she is

18 and has been served a Corona at a restaurant, but the wait
staff renmoved it after checking her identification three

separate tines. She stated that it is inportant for kids and
teens not to have alcohol because it "kills their brain" or
inmpairs their behavior. She said that kids are not ready to

dri nk al cohol .
3:50: 23 PM

ANNA SAPPAH, Executive Director, Al aska Addiction Professionals
Associ ati on; Board Menber, Governor's Advisory Board on
Al coholism & Drug Abuse, stated that she serves as a Beneficiary
Menber on the Governor's Advisory Board on Al coholism & Drug

Abuse. She stated that she 1is deeply concerned about
di scontinuing conpliance checks on establishnments that sel
al cohol, which directly contradicts Alaska's plan to reduce

under age dri nki ng.

3:51: 30 PM

ANNE CARPENETI, Assistant Attorney GCeneral, Legal Services
Section, Criminal Division, Departnment of Law (DOL), said the

Departnent of Law supports the conmmttee substitute which
deletes the two sections. She expl ained that conpliance checks
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have nade a huge difference in reducing alcohol from being
served to mnors in the state.

3:52: 05 PM

ELLEN GANLEY, Vice-Chair, Public Menber, Alcoholic Beverage
Control Board (ABC Board), Department of Public Safety (DPS),
stated that the ABC Board opposes the elinination of conpliance
checks. Compl i ance checks, which are funded from federal grant
nmoni es, have nade a huge difference in how al cohol is not served
to mnors in the state. At the tinme the conpliance checks began
the failure rate was significantly higher. In 2009, 787
I icensees successfully passed the conpliance checks, which
represented 87 percent of the checks performed |ast year. She
of fered her belief that continued conpliance checks and regul ar
enforcenent will keep the ABC Board noving towards reaching its
goal of 95 percent conpliance. The conpliance checks are part
of a larger statewide effort to prevent underage drinking. The
state plan to reduce underage drinking is a joint effort by 12

statewi de agencies and associations. In fact, the state plan
recommends that conpliance checks be increased rather than
el i m nat ed. Underage drinking is a problem in all states,
al though the nunbers in Alaska are "turning in an encouraging
direction.” The Al aska Youth Ri sk Behavior Survey shows that in
1995, 47.5 of the teens who conpleted survey had consuned
al cohol in the last 30 days. In 2009, that dropped to 33
percent. Alaska leads the nation with the | owest percentage of
yout h who purchase their own al cohol. She stated that the ABC

Board does not think that conpliance checks are the only reason
for the changes. The changes in key behaviors are the result of
many groups working together, she stated. Conmpl i ance checks
have resulted in alcoholic beverage |licensees regularly checking
identification and not selling to underage Al askans. She urged
menbers to not elimnate the ABC Board conpli ance checks.

3:55: 03 PM

REPRESENTATI VE BUCH asked for her opinion on the section of the
bill that renoves the ability of the executive director to vote.
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M5. GANLEY responded that she did not view this as a problem
She related that in some instances, a situation may arise that
could delay the ABC Board's decision, but she believed the board
could work around it. She comented that the need for a tie-
breaki ng vote does not often happen.

3:55:51 PM
LARRY HACKENM LLER, General WManager, Al aska Cabaret, Hotel

Restaurant, and Retailers Association (CHARR), stated that he
was unsure of the success rate for the sting operations or the

decrease in violations. He explained that one of the nost
famous inpacts is the civil fine inposed on mnors who enter
prem ses where alcohol is sold. He offered his belief that
civil fines have had the greatest inmpact on mnor consunption in
package stores or on-premse |ocation. He referred to the
Senate version of the bill, Version E He related his

understanding that during a sting operation, a liquor premse
typically has kept the identification card and subsequently sues
the m nor. He stated that CHARR has increased mnmenbership
awar eness on the inportance of checking identification cards.
He said he does not understand the need for conpliance checks.
Normal Iy during a conpliance check or a sting, |aw enforcenent
identifies a problem area, which is generally based on nunerous
reports of illegal activity. He reported that Fairbanks does
not have any instances, or has few instances, of mnors arrested
on prem ses. He stated that the odds are down to ten percent.
He stated that |icensees are aware of the conpliance checks. He
said, "This industry basically is not against anything that has
to do with keeping underage people from drinking, but if we
thought there was a great problem in it our local |aw
enforcenment would be on top of it."

3:58:41 PM
REPRESENTATIVE T. WLSON recalled the incidence rate on sal es of
al cohol to underage persons. She asked for clarification that

the i ncidence of actual sales to underage persons was one in ten
tinmes.
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MR. HACKENM LLER related his wunderstanding that the "failure
rate" was ten percent. He asked whether the state is interested
in making crimnals of enployees or in reducing mnor consum ng.

3:59: 28 PM

LYNN COCK, Public Menber, Al coholic Beverage Control Board (ABC
Board), Departnent of Public Safety (DPS), asked the comittee
not to renove the conpliance checks from the statutes. She
offered her belief conpliance checks have curbed underage
drinking and if they are not performed that the statistics for

underage drinking would |likely increase. She remarked that
Al aska has one of the highest rates of substance abuse in the
u. S She urged nenbers to retain the conpliance checks for

busi nesses where al cohol is sold.
4:00: 59 PM

CHAIR COLSON, after first determining no one else wshed to
testify, closed public testinony on SB 234.

CHAI R CLSON wi t hdrew hi s obj ecti on.
4:01: 21 PM

REPRESENTATI VE LYNN asked whether soneone involved in assisting
in an underage sting operation was sued, and if so, if that
matter was resol ved.

M5. G FFORD answered she was unsure. She offered her belief
that lawsuit M. Hackenniller referenced related to an underage
person being fined.

REPRESENTATI VE LYNN wanted to ensure civil liability protection
for any person who assists a peace officer.

REPRESENTATI VE HOLMES stated that she read the specific
statutory references. She explained that the two subsections
that were deleted in Version E of the bill are the sections that
protect the underage person who participates in the sting. She
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suggested that if the conmttee adopted Version P, that the
youth participating in stings would be protected.

4:03:16 PM

REPRESENTATI VE NEUMAN noved to report the proposed House
commttee substitute (CS) for SB 234, labeled 26-LS1350\P,
Bul | ard, 4/ 13/ 10, out of conmittee with i ndi vi dual
recommendati ons and the acconpanying fiscal notes. There being
no objection, the HCS SB 234(L&C) was reported from the House
Labor and Commerce Standing Comm ttee.

4:04: 06 PM
The committee took an at-ease from4:04 p.m to 4:06 p. m
4. 06: 15 PM

SB 243- GEOTHERVAL RESOURCE: ROYALTY/ PERM T/ FEE

4:06: 20 PM

CHAI R CLSON announced that the next order of business would be
CS FOR SENATE BILL NO 243(FIN), "An Act relating to geothernal
resources; relating to the royalty obligation for geotherna
resources; transferring fromthe Departnment of Natural Resources
to the Alaska O 1 and Gas Conservation Conm ssion authority over
permtting and inspection of geothermal wells; providing for a
regul atory cost charge for geothermal wells; and providing for
an effective date."

[Before the conmttee was HCS CSSB 243( RES). ]

4:06: 26 PM

M KE PAWOMKI, Staff, Senator Lesil MQire, Alaska State
Legislature, stated that SB 243 really "opens the door for
commerci al devel opnent of geothermal energy in Al aska and puts

t hat devel opnment under a regulatory regine that exists in every
other state that is an oil and gas producing region. Under
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current |law, geothermal resources would pay a 10 to 15 percent
royalty rate. Wen the state originally considered the
appropriate rate, the sponsor contenplated the rate should be
zero since the product is hot water, is not exported, and any
royalty would be passed on to consunmers in the form of higher
el ectric rates. However, after working wth Departnent of
Nat ural Resources (DNR), the sponsor agreed that the |easing of
land for geothermal resource actually is the equivalent of a
"property right" so sonme formof royalty made sense.

MR. PAW.OABKI referred to page 1 line 12 and to page 2, line 8,
which refers to the proposed royalty rate for geothermal in
Alaska on state land of 1.5 percent on the gross value of
production, during the first ten years, and 3.5 percent
following those ten years. This royalty rate is the same as on
federal |and, he noted. The goal was to achieve a reasonable
rate that conports with the federal |and and does not create any
real conpetition. A 10 to 15 percent royalty rate was witten
20 to 30 years ago, and was "picking a nunber out of thin air,
not knowi ng what mnakes geot hermal economc.”

MR. PAW.OASKI explained that the other sections of the bil

divide the authority between the Alaska O and Gas Conservation
Comm ssion (AOGCC) and the Departnment of Natural Resources (DNR)
to regul ate geothermal resources. He referred to page 2, lines
9-15, to Section 3 to the comm ssion's authority over geotherm

wel I's, which read: "The conmm ssion has jurisdiction under this
chapter over geothermal wells to prevent waste, to protect
correlative rights, and to ensure public safety.” He stated
that this |anguage provides the regulation of the drilling,
exploration, and actual use of the resource. The DNR woul d have
control over the leasing, the unitization, and |land issues that
DNR typically perforns with oil and gas matters. The geotherma

system would be very simlar to oil and gas managenment, he
stated. This change should save the state noney since DNR does
not have in-house expertise to carry out what he characterized
as an outdated regulatory system More inportantly, |ooking at
the map that shows state |and ownership, under current |aw DNR
has authority over state land but there mght be geothernal
devel opment that is not on state |and. He expl ained that only
the AOGCC can regulate to protect the public safety on all |and
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outsi de state | ands. That change represents the critical piece
to ensure safe developnment of a renewable energy that actually
pays a royalty to the treasury. He paraphrased from the sponsor
statenment, which read [original punctuation provided]:

El ectric power generated from geothermal sources is a
cl ean, sustainable, and environmentally friendly
alternative to fossil fuels. It can play a najor part
in neeting the future energy needs of the rail belt and
ot her regions.

The problem for any conpany seeking to build a
commerci al grade geothermal plant in Al aska is high
capital costs that run 25-50 percent higher than the
Lower-48. Operational costs could run 100 percent

hi gher than the rest of the country.

Senate Bill 243 assists conpanies in devel opi ng

geot hermal resources discovered in conmerci al
guantities on state land by lifting the 10 to 15
percent royalty paynent obligation currently in state
statute.

SB 243 is a common sense effort to nmake geotherma
power projects economcally viable and produce nore
affordable and reliable electric power for hones and
busi nesses.

Ceot hermal el ectrical generation has been used for
decades all over the world and creates “green” jobs.
Al aska can now join other states and nations using
geot hermal sources to create a safe and secure source
of electricity.

| urge all ny colleagues to support SB 243 and nove
our state towards a secure energy future.

4:10: 05 PM

REPRESENTATIVE T. WLSON asked whether this bill regulates
geot hermal resources on private property.
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MR. PAW.OASKI answered that the regulation on private | and woul d
be subject to ACGCC. It would not apply to the royalty sections
since the state does not own the subsurface rights.

4:11: 06 PM

MR. PAW.OABKI expl ained the House Resources Standing Committee

made a change that set an inportant policy provision. He
referred to page 7, to proposed Section 17, and the definition
of commercial use. He read: "(1) conmmercial use" neans the

sale of heat or power to a third party;" which he said does not
af fect personal ground source heat punps that people may use for
their homes or for small scale geothermal energy wuse for
per sonal use."

4:12: 02 PM

REPRESENTATI VE HOLMES rel ated that she did not think the change

creates any problem but if sonewhere "down the Iline" the
resources are being deleted, the problem could be dealt with at
that tine. She thought this change represented a reasonable

step at this point.
4:12: 42 PM

REPRESENTATIVE T. WLSON asked if she has a business on her
property and uses the geothernal resource whether that use would
be consi dered personal use.

MR. PAW.OASKI answered yes, that since the person would be using
the geothermal resource for his/her own use and is not selling
the heat or power that the use would not be considered a
commerci al use of geothernmal energy.

4:14: 00 PM
CATHY P. FORESTER, Conmissioner, Alaska Ol & Gas Conservation
Comm ssion (AOGCC), Departnment of Admnistration, stated that

the AOGCC strongly supports SB 243. She explained that the bil
woul d transfer from Departnent of Natural Resources (DNR) to the
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AOGCC a function that is nore appropriately handled by the
AOGCC. She offered her belief that the DNR al so supports this
transfer.

4:14:41 PM

PAUL THOVSEN, Director, Public Policy and Business Devel opnent,
ORMAT Technol ogies, Inc., stated that ORMAT was delighted to win
the leases at M. Spur and is excited to develop a |large scale
comercial geothermal project near Anchorage. This bill wll
nmove us forward in developing that project and reducing the
royalties to the federal level brings the royalty taxes on par
to allow projects to conpete with resources in the Lower 48.

Additionally, SB 243 wll help "pave the way" to develop
addi ti onal geothernmal resources in Alaska. He stated that ORMAT
Technol ogi es strongly supports SB 243. He conmented on the
previous discussion on comercial applications. This bill
reduces an existing royalty rate of 10 percent to the federal
level. He offered that people would pay a 10 percent royalty if
the project is defined as conmercial . He indicated that in the
event the use is not defined as commercial, the owner could take
confort that he/she will be taken care of with Senator McQuire's

anmendnent that was previously adopted.
4:16: 23 PM

KEVI N BANKS, Acting Director, Central Ofice, Dvision of Gl &
Gas, Departnent of Natural Resources (DNR), explained that DNR
has been "saddled® wth the responsibilities of nmanaging

geot hermal | and. This bill surgically carves out of the DNR
statutes the ones that are nore appropriate to the AOGCC. The
bill does not add any further regulation, but would provide for

safety and correlative rights and conservation of the resource.
This bill also creates a relationship with the ACGCC and the DNR
that is simlar to what the DNR shares in oil and gas matters.
He offered DNR s support for this bill.

4:17:46 PM

CHAIR COLSON, after first determining no one else wished to
testify, closed public testinony on SB 243.
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4:18:13 PM

REPRESENTATIVE T. WLSON noved to report the HCS CSSB 243( RES)
out of commttee wth individual recomendations and the
acconpanyi ng fiscal notes. There being no objection, HCS CSSB
234(RES) was reported fromthe House Labor and Comrerce Standing
Conmi ttee.

4:19:12 PM
ADJ QURNVENT
There being no further business before the commttee, the House

Labor and Commerce Standing Conmittee neeting was adjourned at
4:19 p.m
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