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HOUSE JO NT RESOLUTI ON NO. 26

Uging the United States Congress to adequately fund |I|and
surveys in Alaska in order to issue patents to the State of
Al aska and Al aska Native corporations.

- MOVED HIR 26 QUT OF COW TTEE

HOUSE BI LL NO. 120

"An Act authorizing the negotiation for the |ease, sale, or
ot her disposal of state land with a contract carrier that is
engaged in the intrastate transportation of natural gas by
pipeline; and relating to regulation of certain contract
carriers.”

- HEARD AND HELD

HOUSE CONCURRENT RESCOLUTI ON NO. 12
Requesting that the governor and the attorney general review and

reevaluate the license issued to TransCanada Al aska Conpany,
LLC, and Foothills Pipe Lines Ltd., jointly as |icensee, under
the Alaska Gasline Inducenent Act to determ ne whether the
project proposed by the licensee sufficiently nmaximzes the

benefits to the people of the state and nerits continuing the
license, taking into consideration econom c changes affecting
project financing, the availability of l|iquefied natural gas and
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natural gas from nonconventional sources, the state's risk of
payi ng trebl e damages associated with an in- state gas pipeline,
and the expected budget deficit; and requesting that the
governor and the attorney general report the outcome of the
review and reeval uation within six nonths.

- BILL HEARI NG CANCELED
PREVI QUS COW TTEE ACTI ON
BILL: HIR 26

SHORT TI TLE: STATEHOOD/ ANCSA LAND SURVEY FUNDI NG
SPONSOR(s) : REPRESENTATI VE(s) FAI RCLOUGH

03/ 18/ 09 (H) READ THE FI RST TIME - REFERRALS
03/ 18/ 09 (H) RES
04/ 06/ 09 (H) RES AT 1: 00 PM BARNES 124

BILL: HB 120
SHORT TI TLE: PI PELI NE CONTRACT CARRI ERS
SPONSOR(s): REPRESENTATI VE(s) RAMRAS

02/ 06/ 09 (H) READ THE FIRST TIME - REFERRALS
02/ 06/ 09 (H) RES, FIN
04/ 06/ 09 (H) RES AT 1: 00 PM BARNES 124

W TNESS REG STER

CRYSTAL KOENEMAN, St af f

Representative Anna Faircl ough

Al aska State Legislature

Juneau, Al aska

POSI TION  STATEMENT: Present ed HIR 26 on behal f of
Represent ati ve Faircl ough, sponsor.

REPRESENTATI VE JAY RANMRAS

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: Testified as the sponsor of HB 120.

DONALD BULLOCK, Attorney

Legi sl ative Legal Counsel

Legi sl ative Legal and Research Services

Legi sl ative Affairs Agency

Juneau, Al aska

PCSI TI ON  STATEMENT: As the drafter of HB 120, answered
guestions and provided information.
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ACTI ON NARRATI VE

1: 00: 53 PM

COCHAIR CRAIG JOHNSON called the House Resources Standing
Conmittee neeting to order at 1:01 p.m Representati ves
Johnson, O son, and Seaton were present at the call to order.

CO CHAI R JOHNSON recessed the neeting to a call of the co-chair.
CO- CHAIR JOHNSON reconvened the House Resources Standing
Commttee at 1:02 p.m Representatives Johnson, Neuman, Seaton,

A son, WIson, and Tuck were present at the call to order.

HIJIR 26- STATEHOOD/ ANCSA LAND SURVEY FUNDI NG

1: 03: 04 PM

CO CHAIR JOHNSON announced that the first order of business
woul d be HOUSE JO NT RESCLUTION NO. 26, Urging the United States
Congress to adequately fund land surveys in Alaska in order to
issue patents to the State of Alaska and Alaska Native
cor por ati ons.

CRYSTAL KOENEMAN, Staff, Representative Anna Fairclough, Al aska
State Legislature, presented HIR 26 on behalf of Representative
Fai rcl ough, sponsor. She explained that HIJIR 26 urges the United
States Congress to adequately fund land surveys in Alaska in
order to issue patents to the State of Al aska and Al aska Native
cor por at i ons. Currently, the US. Congress is not sufficiently
budgeting funds to the U S. Bureau of Land Managenent which is
preventing the tinmely conpletion of |and surveys for |ands that
were prom sed to Al aska Natives and the State of Al aska.

1: 04: 08 PM

CO CHAIR NEUVAN noted that the R S. 2477 issue is also inportant
to the state and that he has talked to Representative
Fai rcl ough's ai de about adding this issue to HIR 26.

CO- CHAIR JOHNSON explained that R S. 2477 is the traditional
right-of-ways to which, in theory, the state has access.
However, there has been difficulty in proving what traditional
is; thus, there has been an ongoing battle between the state and
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the federal governnent. He agreed that it would be appropriate
to include this issue in HIR 26

CO CHAI R JOHNSON cl osed public testinony after ascertaining that
no one wi shed to testify, then opened conm ttee di scussion.

1: 05: 37 PM

REPRESENTATI VE SEATON i nquired whet her Co-Chair Johnson intended
to put forth a conceptual amendnent [regarding R S. 2477].

CO-CHAI R JOHNSON answered that he does not intend to do so, but
that Co-Chair Neuman might |ike to.

CO CHAIR NEUVAN stated that he is confident the sponsor and her
staff wll do all they can to include R'S. 2477 as the
resolution noves forward. He asked for M. Koeneman' s
suggestion in this regard.

M5. KCENEMAN replied that she wll talk with Representative
Fai rcl ough about adding R S. 2477 either in the House Rules
Standing Commttee or on the Senate side.

1: 06: 49 PM

REPRESENTATI VE SEATON pointed out that if a conceptual anendnent
is adopted by the coormittee now, it will be incorporated, but if
this is not done there would have to be a hearing in the House
Rul es Standing Committee or an amendnment on the floor. He asked
whether it is inportant enough to the co-chair to have this
i ncor porated now.

CO- CHAIR NEUVAN responded that he <considers this to be a
suggestion to the sponsor for inclusion further down the road;
therefore he does not intend to offer a conceptual anmendnent
right now. He said he is making the sponsor aware that R S.
2477 is a critical issue that is very close to the land survey
and patent issue.

CO CHAIR NEUMAN noved to report HIR 26 out of comrmittee wth
i ndi vidual recomendations and the acconpanying zero fiscal
not e. There being no objection, HIR 26 was reported from the
House Resources Standi ng Comrttee.

The neeting was recessed at 1:08 p.m to a call of the chair.

2:14: 03 PM
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CO- CHAIR JOHNSON called the nmeeting back to order at 2:14 p.m
Representatives Johnson, Neunman, Seat on, d son, Tuck, and
Kawasaki were present at the call to order. Represent ati ves
W1l son and Guttenberg arrived as the neeting was in progress.

HB 120- Pl PELI NE CONTRACT CARRI ERS

[ Cont ai ns di scussion of HB 163.]
2:14:19 PM

CO CHAI R JOHNSON announced that the next order of business would
be, HOUSE BILL NO 120, "An Act authorizing the negotiation for
the | ease, sale, or other disposal of state land with a contract
carrier that is engaged in the intrastate transportation of
natural gas by pipeline; and relating to regulation of certain
contract carriers.”

The commttee took an at-ease from2:14 p.m to 2:15 p. m

CO CHAI R NEUVMAN noved to adopt the proposed conmittee substitute
(CS) for HB 120, Version 26-LS0523\E, Bullock, 4/3/09, as the
work draft.

REPRESENTATI VE SEATON obj ected for di scussi on purposes.
REPRESENTATI VE KAWASAKI obj ect ed.
2:15:22 PM

REPRESENTATI VE JAY RAMRAS, Alaska State Legislature, sponsor,
explained that his intent for today is to famliarize nenbers
with the CS and then cone back to the conmttee again at a | ater
dat e. He said HB 120 cones from his work with the governor's
designee for <coordinating an instate gas line, Harry Noah,
Executive Director, Al aska Mental Health Trust Land Ofice,
O fice of the Comm ssioner, Departnent of Natural Resources. He
also said HB 120 is very conplinentary to the governor's
obj ective of pursuing an instate gas line.

2:16:49 PM
REPRESENTATI VE RAMRAS spoke from the follow ng prepared sponsor

statenent J[original punctuation provided with sone formatting
changes] :
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House Bill 120 sets the framework to define the
project of an intrastate natural gas pipeline and to
recognize the Governor's authority to designate a
project manager, a position that has not yet been
defined in statute. The bill further authorizes the
Al aska Natural Gas Developnent Authority (ANGDA)

under the direction of the Governor and her appointed
project manager, to apply for a right-of-way |ease of
state land and to assist in the acquisition of federal
and state permits and authorizations required by the
designated project that are necessary to build a

pi pel i ne.

House Bill 120 also recognizes that the instate
natural gas pipeline will originally be a contract
carrier, this is necessary to protect the capital
i nvest nment s of t hose conpani es t hat initially

delineate gas into the instate pipeline.

As House Bill 120 is witten, the role of the
Regul atory Commi ssion of Alaska (RCA) is limted to
authorizing a person to own or operate an intrastate
natural gas pipeline as a contract carrier, issuing a
certificate of public convenience and necessity, and
issuing a conditional certificate to an applicant that
has not yet obtained financing or possession of firm
transportation commtnents. However, it is the
sponsor's belief that this portion of the bill can be
anended at a later date when the conposition of the
pipeline is nore clearly understood and defi ned.

House Bill 120 is an enhancenent of the Governor's
authority and a solidification of a nore narrowy
defined role for ANGDA as set forth by the Governor
and her appoi nted project manager.

The language in HB 120 requires the Governor through

her project manager to define the project, including
the proposed route, determ ne the economc feasibility
and probability of success of the project, identify
permts and authorizations required for the project,
determ ne whether there are likely to be necessary

commtnments, identify the person or persons who wll
design, construct, operate the project, and develop a
project plan for design and construction of the
pi peline, before designating the project.
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As this bill noves through the commttee process it is
anticipated that enabling |anguage in the form of an
appropriations bill wll be added by the Finance
Commi ttee. Addi tionally, HB 120 mai nt ai ns t he
flexibility to add specific intent |anguage to assi st
in the furtherance of defining the project, project
manager, and the specific mlestones to be net by June
2011.

2:22:11 PM

CO- CHAIR NEUMAN asked Representative Ranmras to outline the
di fference between conmmpn carriers and contract carriers.

REPRESENTATI VE RAMRAS specified that the Trans-Al aska Pipeline
System (TAPS) is capable of carrying 2 mllion barrels of oil
per day, but is presently carrying 600,000-700,000 barrels a
day. It is a commobn carrier line, so anyone can put oil into
the pipeline by paying the tariff. The Cook Inlet transm ssion
pipeline is also a common carrier and because of deliverability
i ssues there is space for conmpanies to nomnate their gas into
t hat pi peline.

REPRESENTATI VE RAMRAS said it is anticipated that once a supply
is secured for a small dianmeter pipeline fromthe North Slope to
Sout hcentral, any nunber of |arge producers could take all the
capacity in that pipeline. The risk accrues to the person that

first delineates a field to bring gas into this line, he
explained, and this person should have the opportunity to
recapture the capital investnent. This is because it is a

significant issue to find a supplier that has avail able gas that
is not working on the pipeline under the Alaska Gasline

| nducenent Act (AGQA). He pointed out that this is not an
essential part of HB 120 as the bill is largely about the
function of ANGDA and the role that Harry Noah plays as the
governor's appointed project nmanager. The issue of conmon
carrier line versus contract carrier line can be fleshed out as
the bill noves forward

2:24: 41 PM

CO CHAIR NEUVAN stated that there is a significant difference as
well as significant issues, but he is willing to listen and work
t hi ngs out al ong the way.

CO- CHAIR JOHNSON interpreted the bill to read commobn or contract
carrier and that the bill provides the flexibility to not close
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any doors but naybe open sone. It will be up to M. Noah if
this comes to fruition.

REPRESENTATI VE SEATON understood that by law all intrastate
transm ssion lines are common carriers, although there has been
sone circunvention of this by the issuance of contracts. He

i nqui red whet her under current law the RCA only has the ability
for intrastate lines to be a common carrier and would HB 120
expand the RCA's jurisdiction. In other words, is it a
statutory change that needs to be nade?

REPRESENTATI VE RAMRAS said he believes that that is correct.

Presently the state only addresses comon carrier lines and
neither the state nor the RCA have ever addressed a contract
carrier line because it has not been relevant to the state's
practices. However, it is anticipated that it may be relevant

with an instate gas pipeline.

REPRESENTATI VE SEATON presumed that the common carrier |anguage
is fromstatute and not the constitution.

REPRESENTATI VE RAMRAS understood this to be the case.
2:27:15 PM

REPRESENTATI VE COLSON i nquired whether HB 120 addresses the 500
mllion cubic feet (MMCF) per day problemin AG A

REPRESENTATI VE RAMRAS expl ai ned that the 500 MMCF per day rule
is in effect when the state provides resources for an instate
gas pipeline, such as assistance from the Departnent of Natural
Resources (DNR) and ANGDA. He said he has a problem with the

adm nistration's bill, HB 163, because it tal ks about expansion
and conpression and would talk in statute about breaking another
statute. He said he does not think this should be done and

therefore HB 120 conforns to Ad A.
2:28:26 PM

REPRESENTATI VE OLSON asked whether the cart is being put before
the horse if the A A trigger is not addressed.

REPRESENTATI VE RAMRAS stated that he tried to draft a bill that

is AG A conpliant because that is the |law of the |and, so HB 120
is presently AG A conpliant.
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REPRESENTATI VE OLSON nmi ntained that a 22-inch pipeline is not
AG A conpliant because it will have the capability of nore than
500 MMCF per day.

REPRESENTATI VE RAMRAS replied that although it would have the
capacity to be a 1.2 billion cubic feet (BCF) per day line, the
| anguage in HB 120 calls for an AG A conpliant line of 500 MVCF
per day. He said he does not think having a capacity beyond 500
MVCF per day is a violation of AGA as long as no nore than 500
MMCF per day is transport ed.

2:30:16 PM
REPRESENTATI VE OLSON requested M. Bullock to address the issue.

DONALD BULLOCK, Attorney, Legislative Legal Counsel, Legislative
Legal and Research Services, Legislative Affairs Agency, first
noted that he is the drafter assigned to HB 120 and that he al so
worked on AG AL He said Representative Oson's question relates
to AS 43.90.440, "which is the treble reinbursenent for
qualified expenditures if the state throws certain support
behind a conpeting gas line."” Under Section 13 of HB 120, the
governor's office would be responsible for identifying an
intrastate pipeline project and the risk of giving inducenents
to a pipeline that may be deened a conpeting natural gas
pipeline will be a consideration. He recounted that during
consideration of AG A there was always a concern regarding at
what point a gasline would go over 500 MMCF per day and it was
never really resolved. Rather, it is "nore of a yellow light to
the state to be very careful before giving any inducenents that
would result in a gas pipeline becomng a conpeting gas pipeline
for the purposes of that penalty provision.”

2:32: 31 PM

REPRESENTATI VE GUTTENBERG, in regard to AG A conpliance, noted
that the wording in Section 5, page 8, line 12, Version E, is
changed from "gas from the North Slope" to "gas produced in the
state". Is there not a section in AGA that deals specifically
with North Sl ope gas, he asked.

MR. BULLOCK responded that AS 43.90.440 defines a conpeting
nat ur al gas pipeline project as a project designed to
acconmodat e throughput of nore than 500 MMCF per day of North
Sl ope gas to narket. The inducenents were to do two things

ensure the economc viability of the |icensed project and ensure
that there would be enough gas to be put into the "over the
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hi ghway" pi pel i ne. Representative Quttenberg is correct that

the statute says "North Slope gas to market", he continued;
t hus, another production area of the state to market would not
be wthin that conpeting natural gas pipeline project

definition. North Slope is defined as that part of the state
that lies north of 68 degrees north latitude, which is defined
in AS 43.90.900 for AGQ A purposes.

REPRESENTATI VE OLSON i nquired whether the Gubik Field is North
Sl ope gas.

MR. BULLOCK said he does not know wi thout seeing a map.
2:34.34 PM

CO CHAIR JOHNSON asked whether there has been discussion to
define design versus capacity or design versus what is actually
bei ng carri ed.

MR, BULLOCK answered that he is not aware of any. He said he
t hi nks that when AG A was put together the admnistration did a
study and estimated the instate gas needs from an instate
pipeline and that estinmate was sonmewhere below 500 MMCF [ per
day]. That figure was not based on what was anticipated to be a
pi peline, but was to allow room for an instate gasline that
woul d have a certain capacity to nmeet the anticipated demand

So, it was nore market driven than a determ nation of what kind
of expansion was antici pated once the gasline was built.

2:36: 15 PM

REPRESENTATI VE SEATON understood that RCA can only regulate
instate lines as common carriers. He inquired whether this is
provi ded by statute or constitution.

MR. BULLOCK noted that HB 120 makes changes to AS 38.35, the
"Alaska Pipeline Act" [Right-of-Way Leasing Act]. This statute
requires that there be common carriers in current |aw and that
RCA regulate pipelines as common carriers. A common carrier
pi peline nust be open to all people who wish to transport gas,
so there is the risk that a certain capacity would be di m nished
to make room for a new player. He said the conmmon carrier
aspect is a policy decision and he believes part of the policy
was to encourage the developnent of all of Alaska' s gas under
its leases. A contract pipeline, he continued, is akin to five
people buying a warehouse and under contract each gets 20
percent of the warehouse regardl ess of whether or not they use
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it. No one can cone in and require the others to cut back their

20 percent. A contract carrier assures those people commtting
to a pipeline that they will have a place to put their gas and
this is something they can consider when nmaking their

comm t nent .
2:38: 50 PM
REPRESENTATI VE SEATON said he wants to make sure that the

statute is not inplenenting a constitutional provision for
common carrier.

MR. BULLOCK replied, "The changes in the bill are statutory,
where it says common carriers we are doing that." He said he
thinks that if there is a constitutional basis it would be a
weak basis and mght be related to the full devel opnent of
Al aska's resources and whether there mght be sone gas that
would not be able to be transported. On the other hand, he

continued, since the pipe has a fixed capacity only so much gas
can go through it, which kind of neters the anmount of gas that
woul d be transport ed.

2:40:13 PM

CO CHAIR JOHNSON asked whether the equal protection clause of
the constitution mght cone into play here.

MR. BULLOCK responded that there is little Al aska | aw experience
in contract carriers and he has not found much law in contract

carriers in general. However, he said he has not seen a
difference between a contract <carrier and any other joint
busi ness enterprise. It is just like that warehouse, he

expl ai ned, where there is an industrial facility, a pipeline,
that is going to be transporting gas and it is owned by one
person who contracts with a certain nunber of people for the
capacity.

2:41:10 PM

REPRESENTATI VE = GUTTENBERG, in reference to the previous
di scussion about the Gubik Field located in the foothills of
Prudhoe Bay, noted that Section 7 on page 9, lines 1-7, Version
E, defines the "project"” as extending from Prudhoe Bay. He
inquired whether this wording would require a project to begin
in Prudhoe Bay or could soneone conme in with a project that
starts 100 mles south of Prudhoe Bay.
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MR. BULLOCK answered no, Section 7 amends the Al aska Natural Gas
Devel opnent Authority [AS 41.41.990(3)] and "project" is defined
in the context of that authority to nmean the un-underlined and
the un-bold |anguage [on page 9, lines 1-7]. [ The underlined
bold type] on page 9, lines 7-8, specifically excludes the
governor's project that is recommended under AS 44.19.037 from
meani ng a project that ANGDA woul d ot herwi se be dealing wth.

REPRESENTATI VE GUTTENBERG said he is not sure he is reading this
t he sane way.

2:42:47 PM

CO- CHAIR JOHNSON asked whether this neans that the project
designated by the governor will not be under ANGDA

MR BULLOCK expl ai ned t hat HB 120 changes ANGDA' s
responsibilities by adding a new responsibility. Initially
ANGDA had statutory responsibility for an ANGDA project which is
North Slope to market, and ANGDA would take the lead on this
proj ect . However, HB 120 gives ANGDA a new responsibility to
assist in the developnent of this project designated by the

gover nor. Since the governor's project is from any production
place in the state to nmarket, it is not necessarily the sane
thing as the ANGDA project. Under HB 120, the governor

designates this project, which is why that definition is changed
to not mean an ANGDA project. Thus, when ANGDA assists in the
governor's project, it is assisting the governor's project, not
working on ANGDA s project. The definition in Section 7
generally refers to a project that is ANGDA's own project, so
the definition excludes the governor's project from definitions
i n ANGDA st at ut es.

2:45: 04 PM

COCHAIR JOHANSON inquired whether HB 120 would add the
governor's project to ANGDA' s original statutory responsibility
or replace ANGDA's current responsibility with the governor's
proj ect .

MR. BULLOCK understood that HB 120 does not displace the ANGDA
statutes that were enacted by initiative, ANGDA could continue
to look for a North-Slope-gas-south project. The bill gives
ANGDA additional responsibilities to assist in the devel opnent
of the governor's designated project.

2:45: 59 PM
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REPRESENTATI VE SEATON surmsed that ANGDA currently cannot
participate in a project that is fromthe Copper R ver Basin or
other field in the state to market, but that HB 120 would now
allow ANGDA to participate if it is the governor's identified
proj ect .

MR. BULLOCK responded correct. He drew attention to Section 5
page 8, which he said anmends AS 41.41.010(a) wth new | anguage
that adds to ANGDA' s responsibilities. Thus, ANGDA woul d have
its ongoing responsibility as well as the new authority added by
Section b. He said this goes back to what Representative
GQuttenberg was talking about in Section 7, which is the
definition of "project” and how the governor's project is
treated differently than what is expected to be the project from
ANCGDA under current |aw.

2:47:58 PM

REPRESENTATI VE SEATON surm sed that the change nade by Section 5
on page 8, Version E, would allow ANGDA to be involved in nore

t han one pipeline. He asked whether adding the word "and" on
page 8, line 17, is a significant change or a granmti cal
change.

MR. BULLOCK answered that it is just a |anguage correction and
not a substantive change. He added that there is no substantive
change until |ine 20.

2:49:19 PM
REPRESENTATI VE SEATON presumed that under the current | anguage

of HB 120, ANGDA could participate in a North Sl ope pipeline as
wel | as anot her pi peline.

MR. BULLOCK replied that there will be a certain anount of
common sense in deciding the nunber of pipelines - the size of
the market and the availability of the gas. At sonme point a
project will be identified that will take the gas avail able and
deliver it to the market avail able. The economics wll filter
out whether there is room for one or two pipelines. So, he

continued, the authority is there, but it 1is an economc
j udgnment as to which project to pursue.

2:50: 22 PM
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REPRESENTATI VE SEATON gathered that this would allow ANGDA to
participate in a contract carry transnmssion line from Cook
Inlet gas wells to the distribution grid.

MR. BULLOCK responded that this picks up on the governor's bil
[HB  163] t hat was intended to change sone of t he
responsibilities of ANGDA from just a North Slope focus to gas
general ly produced in the state.

2:51:29 PM

REPRESENTATI VE W LSON assunmed that HB 120 basically gives the
governor the authority to do what she deens necessary to nake
t hat happen. She drew attention to page 12, Ilines 23-28,
Version E

MR, BULLOCK said AS 44.19 has to do with responsibilities of the
governor and the governor would basically evaluate a proposed
project and nake all the determnations that are included in
Section 13 of this bill. If it looks like a project is viable
and should go forward, the governor would then designate the
project and at that point ANGDA would conme in to assist in the
devel opnent of the governor's project.

2:52:49 PM

REPRESENTATI VE W LSON presunmed that the governor can do whatever
she finds necessary to determne the |likelihood and success of a
project and that once she nmakes that decision all she has to do
is provide witten notice to the chair of ANGDA' s board of
directors and then the authority goes ahead. She inquired
whether the legislature is involved in this in any way.

MR, BULLOCK explained that in AGA the state was providi ng noney
to assist in the devel opnent of the project. However, under HB
120 the state would not put out any noney and would instead
offer to have ANGDA apply for the right-of-ways and help wth
the other permts, but the project would be sonebody else's
commercial project. He said he expects that appropriations
would be nade to ANGDA for its assistance role and an
appropriation mght be required to the governor's office to make
the determnations that are in Section 13. G her than the
benefits of ANGDA s assistance, there is not a noney benefit
that goes to the person that is devel oping the pipeline.

2:54: 25 PM
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REPRESENTATI VE GUTTENBERG directed attention to page 10, lines

14-16, Version E, which state: "may authorize a person to own
or operate an intrastate natural gas pipeline as a contract
carrier, notw thstanding any other provision of law." He asked

whether there is anything in this provision that would either
prohibit or allow the state to be the owner.

MR. BULLOCK answered that these are responsibilities of the RCA
The RCA has traditionally regulated comon carriers, and this
section gives the RCA the authority to authorize a person to own

and operate an intrastate pipeline as a contract carrier. It
does not say anything about who the owner is, just that there is
a new type of pipeline that RCA will take a | ook at.

2:55: 53 PM

REPRESENTATI VE GUTTENBERG noted that Section 10, page 10,
Version E, states, "The comm ssion nay issue a certificate of
public convenience ... is in the best interest of the state.”
He inquired whether "best interest of the state" is defined
anywher e.

MR. BULLOCK said no, it is a general concept that is used often

in the statutes for what Alaska will get out of it and whether
it is a good thing. Part of the consideration in getting that,
particularly in an identifiable project like this, would be the

consi deration of whether there is a better way to do it and what
the state's goals are and will this acconplish those.

2:56: 44 PM

REPRESENTATI VE GUTTENBERG directed attention to Section 11, page
10, Version E, which allows the RCA to give a conditional
certificate even if the applicant has not obtained financing or
firm commtnments for transportation. He asked whether this
changes the RCA's authority or the range of reasons why the RCA
woul d give a certificate.

MR. BULLOCK deferred to the governor's admnistration, saying
that this provision is from the governor's "right-of-way" bill
He allowed that he does not conpletely understand how it would
work, but that it is simlar to sone of the discussions that
were had under AG A where DNR would issue two conditional right-
of-way permts for conpeting lines and then whoever actually
built the line would be the one to get the actual right-of-way.
He said he thinks this is something simlar to that.
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CO- CHAIR JOHNSON interjected that he expects the adm nistration
to weigh in on this at sone point.

2:58:18 PM

CO CHAIR JOHNSQON, referenced page 10, lines 14-16, Version E,
which state, "may authorize a person". He noted that the
classic definition of a person is basically anything but a
governnment body and inquired whether this provision precludes
the state fromtaki ng any ownership of such a line.

MR. BULLOCK replied that this does not say anything about what

person may conme before the RCA It just says that if a person
comes before the RCA, whoever it is, the RCA can consider
authorizing that person to operate as a contract carrier. This
is merely wthin the duties; it does not have anything

substantive to do with the power of the state to develop a
pi pel i ne.

CO CHAIR JOHNSON asked whether M. Bullock is confortable that
the term "person” does not exclude the state from going before
t he RCA.

MR. BULLOCK said he would not go that far w thout |ooking at the
statutes and looking at the general definition of person in
Title 1.

CO CHAI R JOHNSON remarked that therein lays his question and the
conmmittee will address it at a | ater date.

2:59: 36 PM

REPRESENTATI VE W LSON assuned that the |anguage on page 10,
lines 27-31, Version E, is in reference to a failed open season.

MR. BULLOCK believed this to be correct. If it is found that
the pipeline is a good idea but nore tine is needed to see if
things will fall into place and they subsequently do, then page
11, lines 7-9, Version E, state that if the conditions are net
the project can go ahead. It is a way to keep a project afloat
that the RCA thinks is a good idea.

3:00: 51 PM

CO- CHAIR NEUMAN, in reference to page 8, line 20, Version E,
i nqui red what the governor's project is under AS 44.19.037.
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MR. BULLOCK replied, "Section 13 of the bill introduces a new
section into the powers of the governor that authorizes the
governor to designate a project to go forward."

CO CHAI R NEUMAN asked what project M. Bullock was referencing
when he earlier tal ked about the governor's project.

MR. BULLOCK responded that the project he is referring to is the
project that would be designated by the governor under Section
13 of the bill which is a new section, AS 44.19.037. It neans
the project that the governor has identified to go forward.

3:02: 25 PM

CO- CHAIR NEUMAN referenced page 4, Section 4, \Version E
regardi ng nonconpetitive |eases of |ands. He inquired whether
the state can generally enter into nonconpetitive |ease sales or
is this done through best interest findings.

MR. BULLOCK explained that AS 38.35 is the chapter that 1is
anended starting on page 4, line 18, Version E, and continuing
for the next few sections. He said this chapter is the Right-
of -Way Leasing Act which was enacted in 1973 to facilitate the
devel opnent of the Trans-Al aska Pipeline. The act was designed
to help the pipeline going forward by allow ng nonconpetitive
| eases with certain carriers that met the requirenents in that
section. It is applicable to the pipelines that are defined and
described in Section 4 of the bill.

3:03: 56 PM

CO CHAIR NEUVAN asked whether a contract carrier line wth
possi bl e exclusive right-of-way issues would be a fully open
accessi bl e pi peline.

MR. BULLOCK said he is not sure about openly accessible, but
that is the issue between a contract carrier and a common
carrier.

CO- CHAIR NEUMAN noted that openly accessible was a term used
quite a bit last year. He asked whether a pipeline with five
owners woul d have open access to anot her conpany that finds gas.

MR. BULLOCK stated that he thinks two different things are being
tal ked about here. The "pipeline right-of-way act" [1973 Right-
of -\Way Leasing Act] gives a pipeline a lease or a contract to
run across state |and. The | ease may be w de enough to allow
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another line to go through or for other purposes, such as non-
oil and gas purposes. It depends on how the lease is witten
and DNR could provide nore information in this regard. As for
the pipe itself, the issue is contract carrier versus conmnon
carrier. The common carrier would be open to new production and
existing owners would have to have their capacity cut back
unless there was expansion through conpression or adding
additional or |arger pipe.

3:06:18 PM

CO- CHAIR NEUMAN, in reference to page 10, lines 23-24, Version
E, which state "in the best interest of the state", inquired
whether there are any best interest findings in statute or
established in some way in the past.

MR. BULLOCK pointed out that AG A had a significant nunber of
commitments that were required of an applicant for the license.
He said the legislature can put in the factors that it thinks
woul d determ ne what the best interests of the state are.

CO CHAIR NEUVAN asked whether that would be decided by the
commi ssion rather than the | egislature under this proposal.

MR. BULLOCK said it is a separation of the branch issue. For
exanple, the legislature can authorize the comm ssioner of DNR
to do sonething and set the bounds of that, but the comm ssioner
has discretion as a nenber of the executive branch to actually
carry out the law that is enacted.

3:07:54 PM

REPRESENTATI VE SEATON asked whether anything in Section 1

Version E, prevents a "railroad-style" giveaway of state land to
a contract carrier that is unrelated to the right-of-way. For
exanple, could the state transfer 200,000 acres of land or sone
other state asset that could then act as a funding nechanismto
pay for the project?

MR. BULLOCK suggested that nenbers read the March 2008 Al aska
Suprene Court case regarding University of Al aska |lands in order

to understand this. The case talks about what is considered
state lands and the laws that are applicable to state |ands, as
well as the I|imtations of +the Statehood Act as to what
interests in lands the state could give up. He said that
generally the approach is by leasing or by providing for the
di sposal of Iland wunder the Alaska National Interest Lands
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Conservation Act (ANILCA). There are significant |[imtations on
what the state can do as far as transferring |and ownership and
there are also dedicated fund issues if it is done wong.

REPRESENTATI VE SEATON wi thdrew his objection to the adoption of
Version E as the working docunent.

[ Representati ve Kawasaki's objection was treated as w thdrawn. ]
CO- CHAIR JOHNSON, after ascertaining that there was no further
obj ection, announced that Version E of HB 120 is adopted as the
wor ki ng docunent before the comm ttee.

3:10: 24 PM

ADJ QURNVENT

There being no further business before the commttee, the House
Resources Standing Conmttee neeting was adjourned at 3:10 p. m
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