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ACTI ON NARRATI VE
1: 04: 15 PM

COCHAIR PAUL SEATON called the House Resources Standing
Commttee neeting to order at 1:04 p.m Representatives Dick,
Kawasaki, Gardner, Foster, Minoz, Feige, and Seaton were present
at the call to order. Representative Herron arrived as the
meeting was in progress.

HB 325- COASTAL MANAGEMENT PROGRAM

1: 04: 47 PM

CO- CHAI R SEATON announced that the first order of business would
be HOUSE BILL NO 325, "An Act establishing an Al aska coasta
managenent program "

1: 06: 38 PM

REPRESENTATI VE  ALAN  AUSTERMAN, Al aska State Legislature,
i ntroduced HB 325 as the sponsor, saying that the recent Al aska
Coastal Zone Managenent Program citizens' initiative signed by
about 30,000 voters indicated to himthat the |egislature should

have a conversation about what that neant. Noting there were
| anguage problenms in the initiative itself in terns of how
Al aska's statutes are done, he said he had the bill drafted to

conply with the state's statutes. Wiile HB 325 does not | ook
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like the initiative and sonme of it does not talk like the
initiative, he said it really is the initiative in conplying
with the way statutes are witten. Hs goal is to have a
conversation on the bill and that today his intent is to present
the bill and the initiative so there is an understanding of what
they are. He said he hopes to have conversations at sone point
in time as to whether the legislature can draft a bill that is
acceptable to everyone and that is substantially the sane.

1: 09: 32 PM

ERIN HARRI NGTON, Staff, Representative Al an Austernman, Al aska
State Legislature, reviewed the provisions of HB 325 on behal f
of the sponsor, Representative Austerman. She expl ained that
the act would establish the Al aska Coastal Managenent Program
(ACMP), a programthat was previously in place for approximtely
four decades. The program was elimnated in 2011 through a
del ayed repealer when Ilegislation necessary to continue the
program failed to pass both bodies of the l|egislature during
regul ar session as well as two subsequent special sessions. A
citizens' ballot initiative process was kicked off in Cctober
2011 and the initiative was certified [on 3/9/12] by Lieutenant

Governor Mead Treadwel | . Wth 29,991 valid signatures and in
accordance with the Constitution of the State of Al aska, the
initiative wll appear on the August 2012 primary ballot.

Represent ati ve Austerman introduced HB 325 on 2/17/12.
1:11:16 PM

M5. HARRI NGTON noted that HB 325 is essentially the initiative
that has been substantially re-shaped to adhere to the
| egislature’'s own drafting conventions. However, there are a
handful of tweaks fromthe initiative, three of which stick out.
The first is that the city of D Ilingham has been added to the
list of geographic areas included in the first portion of the
bill; it was determned that this city was overlooked in the
initial drafting. The second is a clarification of the role and
appoi ntment process for the public alternates and the third was
a change to the nunber of affirmative votes required for an
action by the Coastal Policy Board.

MS. HARRI NGTON said there are a couple of additional areas where
the drafter has highlighted differences that may be nore subtle
and difficult for the reader to pick out. The bill was drafted
by M. Al pheus Bullard who has prepared a nenorandum outlining
the process he went through in changing the initiative |anguage
to being the |anguage in HB 325. M. Bullard also highlighted
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areas where it mght be confusing to the reader when | ooking at
the initiative and the bill side-by-side, and he further
hi ghlighted areas to which he wanted to draw the legislature's
attention.

1:13:17 PM

M5. HARRINGTON outlined the three possible paths forward from
this point in regard to HB 325 and the initiative. She said the
first path could be the passing of legislation that the
| egislature intends to be substantially simlar to the citizens'

initiative. Determ nation of substantial simlarity would rest
with the Iieutenant governor, although that decision could be
[itigated. If the legislature passed legislation that it

intended to be considered substantially simlar, the governor
could veto that legislation, in which case the initiative would
appear on the [2012] August primary ballot. | f the governor
signed the legislation and the |ieutenant governor determned it
to be substantially simlar, per Article X, Section 4, of the
state constitution, the initiative would be renoved from the
ball ot and there would be no public vote on it.

M5. HARRINGTON said the second path could be the passing of

legislation that the legislature does not intend to be
substantially simlar to the citizens' initiative. Assum ng
such legislation was not vetoed by the governor, the I|ieutenant
governor would still place the initiative on the ballot of the
[ 2012] August primary. Once on the ballot, the initiative could
either fail or pass. An unknown is whether the initiative

sponsors would actively canpaign to see that initiative passed
despite the legislature passing a version of an ACMP program
She deferred to M. Bullard to address the resulting gray area
for how to reconcile differences between the enacted | egislation
and the initiative passed by a vote of the people.

M5. HARRI NGTON said the third path could be that the |egislature
declines to or fails to pass legislation substantially simlar
or otherwise, in which case the citizens' initiative would go
before the public on the August [2012] primary ballot. Wre the
initiative to pass, the legislature would have the ability to
anend that new law in a future | egislative session.

1:17: 36 PM
CO CHAI R SEATON requested M. Bullard to review the differences

between HB 325 and the citizens' initiative as outlined in M.
Bul lard's 2/23/ 12 nmenorandum to Representative Austerman.
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ALPHEUS BULLARD, At t or ney, Legi sl ative Legal Counsel ,
Legislative Legal and Research Services, Legislative Affairs
Agency, Alaska State Legislature, reiterated Representative
Austerman's statement that HB 325 really is the initiative. He
noted that under the substantially simlar test there is a good
deal of latitude to craft legislation that is different, but HB
325 really is the initiative. Thi ngs have been reorganized,
clarified, and the state's [statute] |anguage used. Sonme
substantive changes were made, the first of which is discussed
on page 2 of his 2/23/12 nmenorandum about how to deal wth
alternate nmenbers on the Al aska Coastal Policy Board and how the

board can take action. The nore significant of these two
changes is the bill's additional provision that this Al aska
Coastal Policy Board cannot take action without the affirmative
votes of at |east six nenbers. This was not specified in the

initiative which provided that a quorum would be five public
menbers and two designated nenbers and which would nean that
only four would be needed for a mmjority. This really changes
t he workings of the Al aska Coastal Policy Board and sonewhat the
direction, neither positive nor negative, but is different.
Regarding alternates for the nenbers of the board, he said he
did not know how essential these are, but the initiative was

silent to how the alternate process would work. He said he
filled in those details that he thought would be the way that
the bill would have been interpreted to have worked to avoid
guestions for when an alternative mght fill for a nenber of the

board. Those two changes are noted in terns of the conposition
and the workings of the board scrolling forward through this
menor andum

1: 20: 28 PM

CO- CHAIR SEATON noted that the aforenentioned are included in
Section 46.40. 310. He asked what the designation is for the
nunber 46.41.010 which appears in parentheses on the third line
of page 2 of the nmenorandum

MR. BULLARD expl ained that the nunbers in parentheses are where
those sections are located in the text of the initiative. The
first nunbers that are not in parentheses are the nunbers he

used [in the bill]. Real estate inside the state's statutes is
precious, so in drafting the bill he kept it within the sane
chapter, 46.40, to conserve room in the statutes for future
| egi slative efforts. The different nunerical designation is a

matt er of housekeepi ng and has no real |egal substantive effect.
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MR. BULLARD continued his review of the nenorandum noving to
the change regarding Section 46.40.360 [page 3]. He said he
renmoved a fairly significant portion of the initiative text that
provided when an enforceable policy of an Alaska coasta
district or coastal resource area would be preenpted; that
section of the initiative stated the |egal doctrine of
preenpti on. However, whether this was stated in the initiative
or not, the doctrine would still exist and therefore that
| anguage had no real substantive effect. Thus, that section of
the initiative, 46.41.060, is renoved fromthe text of the bill.

1:22: 34 PM

REPRESENTATI VE FOSTER observed that [page 2, paragraph 5, of the
menor andun] states 6 [affirmative] votes are needed to take
action. He understood the [Alaska Coastal Policy Board] would
be conprised of nine nenbers.

MR BULLARD confirned the aforenentioned is correct.

REPRESENTATI VE FOSTER asked why six votes would be required
since a mpjority would be five

MR. BULLARD responded that different boards are differently
organi zed and a quorum nmay not necessarily be the sanme nunber of
votes that is required for affirmative action in different
situations. For different policy reasons, policynakers find one
preferable to another and in this case it would take that nuch
nor e.

1: 23: 19 PM

CO CHAIR SEATON presuned this to nmean that the five public
menbers would be unable to pass sonething w thout at |east one
vote fromone of the appointed nenbers froma state agency.

MR. BULLARD replied it is a thirteen-nenber board: nine public
menbers and four [designated nenbers] from the Departnment of
Envi ronmental Conservation, Al aska Departnent of Fish & Gane,
Departnment of Natural Resources, and Departnment of Comerce,
Communi ty and Econom ¢ Devel opnent. If a quorumis five public
menbers and two designated nenbers, the board could neet when it
has seven nenbers present. It would still take six and for
action to have occurred there would have had to be at |east two
desi gnat ed nenbers present. So, it would be possible that at a
nmeeting with six public nenbers and two designated nenbers, six
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public nenbers could nake an affirmative choice w thout any of
t he desi gnated nenbers voting in favor.

1:25: 09 PM

REPRESENTATI VE KAWASAKI, regarding Section 46.40.310 dealing
with conposition of the board, understood that the initiative
was silent on the role of alternate nenbers and therefore M.
Bullard put in his own |anguage. He inquired whether the
affirmative vot e of Si X menber s woul d be consi dered
substantially different by the attorney general.

MR. BULLARD answered that this discrepancy would not be the sort
of discrepancy that wuld |ead anyone to believe this is
sonmet hing other than substantially the same. \When that analysis
occurs, the lieutenant governor, or the courts if the |ieutenant

governor's determnation is challenged, will |ook at the scope
and subject nmatter of the initiative, the purpose of the
initiative, and the neans used in the legislative bill and the
initiative to see if the neans to effectuate that purpose is
substantially the sane. This program is a conbined reginme of
federal, state, and local permtting that deals with Al aska's
coastal area and resource devel opnent. Inside a programof this

magni tude, this detail about the nunber of board nmenbers woul d
be nothing that would | ead anyone to qui bbl e about substantially
t he sane.

MR. BULLARD concluded his review by stating that the six
affirmative votes and the alternates [for the Al aska Coastal
Policy Board] are the only substantive changes that he nade to
the initiative. He said he is happy to answer questions about
| anguage, grammar, or why things were noved to a different
pl ace, but he would like to |leave the conmttee with the thought
that HB 325 is the initiative in bill form

1:27:54 PM

REPRESENTATIVE MJUNOZ recalled that one of the min concerns
heard during previous work on this issue was the Departnent of

Envi ronnental Conservation (DEC) "carve-out". G ven that the
initiative did not incorporate the DEC carve-out, she asked how
incorporating the carve-out into the bill would affect the

substantially simlar test.

MR. BULLARD responded that this question of substantially the
sanme has only been taken up twice by the state's courts - Warren
v. Boucher and State v. Trust the People - and neither of those
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instances is readily analogous to the current situation of a
legislative bill and an initiative that would enact a nassive
program Because of the size and scope of the program there is
significant latitude for the legislature to deviate from the
initiative's exact terns. He said that while he could not say
with certainty how the |ieutenant governor or a court mght
decide, the initiative contains a nunber of guidelines in terns
of what a coastal district or coastal resource area can include
in its enforceable policies under a plan. A DEC carve-out would
i npose nore conditions on what could be included in a coasta
district plan and he is unsure whether those added changes woul d
rise to the level of this being substantially different or

substantially not the sane. He said his legal opinion is that
in the scope of a program of this size, if that were the only
change it would still be a program establishing a coastal

managenent program for the state that involves |ocal residents
and the departnments of the state, and that would likely be ruled
as substantially the sane.

1: 30: 34 PM

REPRESENTATI VE MUNCZ noted that those are permtting issues for
water and air that DEC handles nornally. She understood that
not incorporating the DEC carve-out would enable the board to
address policies that are under the purview of the DEC
permtting function.

MR. BULLARD replied there is one inportant caveat. The statutes
providing the previous DEC carve-out specified that various
chapters - DEC and so forth - were the sole source of permtting
authority having to do wth those. But there was al so the way
that that carve-out was interpreted and enforced by the
Departnment of Natural Resources under the prior program He
therefore did not know whether including that statutory carve-
out in this sane program beneath an Al aska Coastal Policy Board
woul d be exactly the same DEC carve-out that existed in practice
under the prior program If the statutory provisions of the
hi stori cal DEC carve-out were included it mght not be a change;
however, that mght not be the sane DEC carve-out in practice
under neath an Al aska Coastal Policy Board.

1: 33: 09 PM
CO CHAIR SEATON pointed out that earlier references to the

substantially simlar analysis were in regard to M. Doug
Gardner's March 5, 2012, menmorandum [to  Representative
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Aust er man] . He requested Ms. Harrington to provide a sectiona
anal ysis of HB 325.

M5. HARRINGTON explained that the bill is structured on the
initiative; however, the initiative is all one large section
which nmakes it difficult to reference where the bill sections
are within the initiative. She said [Article 1 of] Section 1 of
the bill provides for developnment of the Al aska Coasta
Managenent Program It would establish the Alaska Coastal
Policy Board, its responsibilities, and the nethod by which
board nenbers would be appointed. The program would be

established within the Departnment of Conmerce, Conmmunity and
Econom ¢ Devel opnent (DCCED), unlike the previous program which
was |located within the Departnent of Natural Resources and
previous to that it was located within the Ofice of the
Gover nor. [ Under Section 46.40.310], the board would have nine
public nenbers, nine alternate public nenbers, and four
[ desi gnated nenbers] who would be the conmi ssioners of the
Depar t ment of Envi r onnent al Conservati on (DEC) , Al aska
Department of Fish & Gane (ADF&S), Departnent of Natura
Resources (DNR), and DCCED. The public nom nees would be
submtted by the coastal districts of each region and they would
be appoi nted based on geographic diversity in the state.

1: 35: 19 PM

M5. HARRI NGTON specified that Section 46.40.320 deals with the
powers and duties of the board. It would provide that the board
approve regulations to inplenent the Al aska Coastal Managenent
Program (ACMP) in conformty wth the federal Coastal Zone
Managenment Act of 1972. The board would also initiate planning
wor k, approve coastal district managenent plans, establish
coordination anong state agencies in the developnent and
i npl ementation of the ACWP, evaluate the effectiveness of
di strict coastal nmanagenent plans, and direct DCCED to apply for
grants and other funding that becone available for coastal
pl anni ng and managenent. Thus, as envisioned in the initiative,
this board woul d have broad powers.

M5. HARRI NGTON stated that Section 46.40.330 would establish the
Division of Ccean and Coastal Managenent within the Departnent
of Commerce, Community & Economi c Devel opnent (DCCED). Division
responsibilities would include rendering federal consistency
determ nations and state consistency determ nations; devel oping
and adopting regulations that have been approved by the board

ensuring that coastal districts have the data necessary for
executing their responsibilities; and devel opi ng and nai ntai ni ng
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a financial assistance program to assist the coastal districts
in their work.

M5. HARRI NGTON rel ated that Section 46.40.340 woul d direct DCCED
to develop regulations for the Alaska Coastal Managenent
Program The regulations would include statew de standards for
the ACWMP and district plans, as well as consistency review
procedures, including circunstances under which projects would
be excluded fromthe requirenent of a consistency review.

1:37:18 PM

M5. HARRINGTON said Section 46.40.350 would establish the
objectives with which the ACMP nust be consistent. Dr awi ng
attention to page 5 of the bill, beginning on line 24, she said
a nunber of the listed objectives are from the previous program
along with sonme additional objectives. She understood that in
drafting the bill the D vision of Legal and Research Servi ces,

in places where the initiative closely resenbled statute that
had been in place under the previous program or previous
iterations of the program tried to use that |anguage as close
as possible for consistency with what was previously approved by
t he | egi sl ature.

M5. HARRI NGTON expl ained that Section 46.40.370 describes the
process for inplenentation of the district coastal nanagenent
pl ans. Either the state or nunicipalities would inplenent the
pl ans depending on whether the nunicipalities have zoning
authority.

IVS. HARRI NGTON noted that Section 46.40.380 deals wth
conpliance and enforcenment and would establish requirenments that
the nunicipalities and state [agencies] adm nister regulations
and control in conformty of district coastal managenent plans.
It would also provide that the superior courts of the state have
jurisdiction to enforce [|aw ul orders of the board and
department under this chapter, which is another carryover from
t he previous body of statute.

1:38: 57 PM

M5. HARRI NGTON specified that Article 2 of Section 1 outlines
the procedure that allows areas of the coastal regions of the
state to organize into Coastal Resource Service Areas [for the
purposes of developing and inplenenting Coastal Managenent
Pl ans] . She offered her belief that the intention of the
initiative sponsors was to create a nechanism in |aw through
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which the coastal districts that previously existed could be
reconstituted, but deferred to the initiative sponsor to answer
any questions about that intention.

M5. HARRI NGTON said Article 3 of Section 1 is general provisions
and definitions, and includes the many small provisions that
were further forward in the initiative. She explained that this
was done to conformto drafting standards.

M5. HARRINGTON drew attention to the transition |anguage in
Section 2, page 17, starting on line 8. She pointed out that
because this transition section is new to the legislation, there
may be some question as to whether the part of the bill dealing
wWith reconstituting the coastal districts the state previously
had [Article 2] is necessary should this transition |anguage, or
a version of it, be passed. She deferred any questions in this
regard to M. Bullard.

1:42:14 PM

CO CHAI R SEATON put forth several questions for answers by the
appropriate person. He requested an explanation for why the
program was put under the Departnment of Comerce, Conmunity &
Econom ¢ Devel opment rather than the Departnment of Natural
Resources or the Ofice of the Governor. Regarding the part of
Section 46.40.320 that would give the board the power to approve
regul ations, he recalled that in a simlar situation related to
fish groups in the state this type of power was determned to be
non-| egal because it passed an authority for regulations to a

separate body. He requested that soneone address this issue
Regardi ng Section 46.40.370 and nunicipalities having zoning or
ot her controls, he requested an explanation of t hose

muni ci palities that have these Title 29 powers and whether this
woul d change their current authorities under that title, as well
as how it would affect those that have not selected those
power s. He further asked that sonmeone address the question
about what would be needed if the transition |anguage were
incorporated into the bill.

1:45:15 PM

REPRESENTATI VE MJUNQZ added another question to those on the
tabl e, asking how many enforceable policies there were prior to
the DEC carve-out. She further asked whether the nunber of
enforceable policies was affected when the DEC carve-out cane
into play.
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CO CHAI R SEATON i nquired whether Representative Minoz is asking
about the enforceable policies prior to [the changes made by
Governor Frank Murkowski] that changed a lot nore than just the
DEC carve-out.

REPRESENTATIVE MUNOZ replied that she would like to know the
approximate inpact to the nunber of enforceable policies after
t he DEC carve-out cane into play.

CO CHAI R SEATON pointed out that two questions are being asked
by Representative Minoz: t he approxi mate nunber of enforceable
policies pre- and post-change by the Mirkowski Adm nistration;
and the difference in nunbers identified to the DEC carve-out.

REPRESENTATI VE MUNOZ concurr ed.
1:46: 57 PM

REPRESENTATI VE HERRON said he would like to talk with the bil
drafter about how the DEC carve-out "norphed" over the | ast
several years. He then asked whether HB 325 woul d all ow coasta
districts to veto projects, and whether HB 325 would allow
coast al districts to establish enforceable policies that
conflict wwth state and federal |aw

CO CHAI R SEATON noted that a difference between pre- and post-
Mur kowski Admi ni strati on changes was third-party |awsuits. One
of the changes was disallow ng nonparticipants from appealing or
filing lawsuits on stipulations or conditions required under the
consistency review. Ofering his belief that the bill is silent
in this regard, he asked how this would be handl ed under HB 325
and whether that silence is intentional.

REPRESENTATI VE GARDNER understood that HB 325 would disallow
citizen petitions or appeals. She asked whether there is any
data on how the existence of a coastal =zone plan reduces
| awsuits and del ays due to appeals and | awsuits.

1: 50: 02 PM

M5. HARRI NGTON deferred answers to the aforenentioned questions
to either the bill drafter or the initiative sponsor. For any
guestions not answered, she said she would bring back the
answers at a future hearing.

CO CHAIR SEATON agreed to that approach, saying the conmttee
was just getting the issues on the table.
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MR. BULLARD deferred to the initiative sponsor to answer the
gquestion about why the program is proposed for placenent under
t he Departnent of Commerce, Conmunity & Econom c Devel opnent.

1: 50: 57 PM

MR. BULLARD, regarding the proposed grant of decision-making
power to the Al aska Coastal Policy Board and whether this would
be too great a grant of legislative authority, said he does not
see that the bill, or the initiative on which the bill is based,
woul d provide too much authority to the board. The board's
authority is prescribed in terms of what it is limted to and
what regulations and coastal managenent plans it can approve.
Everything has to do only with the projects in the coastal zone.
This is also an area where the rest of state law, as well as
federal |aw, have not disappeared. Since the board could
approve district nmanagenent plans and procedures, he said he
does not think it too great a grant of |egislative discretion.

1: 52: 11 PM

MR. BULLARD noted that the zoning provision under AS 46.40.370
exi sted under the prior coastal zone managenment program G ven
there is a synthesis of federal, state, and local permtting
under the Alaska Coastal WMnagenent Program it would just
provi de that those municipalities that exercise zoning authority
will include the provisions of the plan in their zoning
regul ati ons. For those districts or Coastal Resource Service
Areas having plans but not exercising zoning control, the state
agenci es woul d be responsible for inplenenting the provisions.

1:52: 53 PM

VR. BULLARD, regarding whether enforceable policies could
interfere with state or federal |aw, explained that Section
46. 40. 360(b) of the bill provides what a district coastal

managenent plan nust include or nust not include whether it is
to be approved. Ref erencing Section 46.40.360(b) of the bill
[ page 7], he said the enforceable policies of the plan: are not
allowed to duplicate, restate, or incorporate by reference state
or federal statutes or regulations; they cannot be preenpted by
federal or state law, they cannot arbitrarily or unreasonably
restrict a use of state concern; they nust be clear and concise
as to the activities and persons affected by the policies and
requirenents of the policies; they nust wuse prescriptive or
performance- based standards that are witten in precise and
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enforceabl e |anguage; and they nust address a coastal use or
resource of concern to the residents of the coastal district as
denonstrated by local know edge or supported by scientific
evi dence. " Thus, there are already sideboards on what these
pl ans can or cannot i ncl ude.

1: 54: 32 PM

MR. BULLARD, in regard to whether the Al aska Coastal Policy
Board or the local districts could effectively veto a project,
explained that a district plan could involve requirenents that
woul d have to be approved by the coastal policy board. He said
he does not know if that would ever anmpbunt to a veto of a
project, it would depend on the project and the permtting
requi renents that were included.

MR. BULLARD, regarding lawsuits and standings, offered his
belief that the bill and the initiative are silent on who can
bring suit to enforce provisions of the district coastal
managenent policy or plan.

1: 55: 39 PM

REPRESENTATI VE HERRON i nqui red whether HB 325 woul d specifically
supersede other authorities of state agencies.

MR. BULLARD answered no. If current |aw provides another state
agency or departnent sone sort of authority, a district plan
that was adopted could not be adopted if it interfered with that
agency's authority under those restrictions of 46.40.360(b).

1: 57: 08 PM

BRUCE BOTELHO, Chair, Al aska Sea Party, noted he is nmayor of the
City and Borough of Juneau, but is before the commttee today in
his capacity as chair of the Al aska Sea Party, sponsor of the
Al aska Coastal Zone Managenent Program citizens' initiative. He
said that in the absence of action by the Al aska State
Legi slature, the Alaska Sea Party wll chanpion the initiative
on the ballot later this year.

MR. BOTELHO commended Ms. Harrington and M. Bullard for their
presentations, saying that Ms. Harrington correctly outlined the
three paths that the legislature has before it and that she
provi ded an accurate sunmmation of HB 325 and its tracking of the
initiative. He said M. Bullard' s representation that HB 325
is, in essence, the initiative is absolutely correct, even
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t hough they are organi zed differently. The change put in by M.
Bul lard for the mninum nunber of nenbers needed to vote in the
affirmative to take action by the Al aska Coastal Policy Board is
a new feature, he continued, but one that nakes em nent sense

In regard to M. Bullard's renmoval of what constitutes
preenption, he said M. Bullard is correct that the provision in
the initiative [46.41.060(c)] is a restatenent of the law with
regard to what constitutes preenption. The Al aska Sea Party
included it in the initiative because it has been a very
i nportant issue of contention historically and the party wanted
to make explicit that coastal policies may not in any way
preenpt federal or state law. However, its elim nation does not
in any way change the substantial simlarity requirenent were HB
325 to nove forward

1: 59: 52 PM

MR. BOTELHO, addressing why the initiative sponsor placed the
program under the Departnment of Commerce, Community & Econom c
Devel opnment (DCCED), pointed out that the grant adm nistration
for coastal districts has resided in the DCCED. In a nore
general sense it is the DCCED that has had long standing ties
and responsibilities for state/local governnment relations, so
that was the preeminent reason for the initiative placing the
program in DCCED. A secondary concern for some was that the
Department of Natural Resources really performed two functions
when all the responsibilities for coastal nmanagenent were
consolidated in that departnent: one as a permtting agency and
the other as the adm nistrating agency for coastal nanagenent.
Coastal managenent itself is not a permtting function, it is a
coordi nating function. The agencies that have historically had

permtting responsibilities - DNR ADF&G, and DEC - wll
continue to do the job they have always done in ternms of issuing
permts. The function of the program in broad strokes is to

call for coordination of those permtting processes that the
agencies are working on together and working wth project
devel opers.

MR. BOTELHO, regarding Representative Minoz's question about the
DEC carve-out and what the initiative sponsors were hoping to
achieve, said the idea was that all agencies that are issuers of
permts in the coastal zone work together in coordinating their
processes and working wth project developers under one
unbrella. That includes state agencies, but once the programis
reestablished it is hoped that there will be the right to review
federal projects and thus there would also be federal agency
participation in this process.
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2:02:49 PM

CO- CHAIR SEATON recalled that wunder the imedi ately previous
program the only people who could appeal were participants - the
coastal districts, agencies, or project sponsor. He asked what
is envisioned by the Al aska Sea Party since the initiative seens
to be silent in this regard.

MR. BOTELHO concurred the initiative is silent on this issue.
He explained that because the Alaska Sea Party was aware of
concerns about the earliest program that allowed virtually
unlimted ability for individuals to appeal actions of coastal
policy districts, | anguage was not incorporated into the
initiative to authorize that. At the same tinme, the initiative
expressly grants what would likely be the case in any event,
which is the power of the superior court to take action
interpreting this act. In that respect, it probably would not
differ fromthe practices over the |ast decade.

2:04:42 PM

REPRESENTATI VE HERRON noted that the initiative sponsors could
have chosen any tinme in the tineline of the previous program for
use as a program structure. He asked why the Al aska Sea Party
chose a "pre-Mirkowski" structure.

MR. BOTELHO allowed it is probably fair to view the program as
having a "pre-Mirkowski" structure, though the Al aska Sea Party
was not consciously enulating it except to the extent of the
organi zation's concern about neaningful participation of |[ocal
communities in the devel opnent of statewide policies that were

to be applicable in the coastal zone. 1In the Alaska Sea Party's
view, the nost effective way was sone variant on what had been
the Al aska Coastal Policy Council, a structure which calls for
representatives comng from coastal regions. However, as in

previous iterations, the ultimte appointing authority remains
the governor, both for the conm ssioners and the actual board
menbers who are appointed by the governor from nom nations nade
from coastal policy districts. The Al aska Sea Party saw that as
an inportant feature of providing for local input and | ocal
partici pation. Aside from coastal districts thenselves, it is
the Alaska Sea Party's view that this is probably the nost
important distinguishing elenent about the initiative in
conparison to those pieces of legislation considered by the
| egi sl ature last year in regular and special session.
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2:07: 09 PM

REPRESENTATI VE MJUNQZ asked how many enforceable policies the
Juneau district plan had prior to and after the changes put out
by the Murkowski Adm nistration.

MR. BOTELHO recollected that at one point there mght have been

as many 51, nost of which were struck. The Juneau district
appealed and ultimately at least 13 of them were reapproved by
the adm nistration. In further response, he reiterated that

this is his recollection and his nunbers may be a little off,
but he thought alnbst all of the Juneau district's enforceable
policies were disallowed. There was a process for appealing,
and his recollection is that, of those, 13 were reinstated.

2:08: 16 PM

REPRESENTATI VE MUNQZ, regarding M. Botelho's earlier statenent
that the ACWMP process was a coordinating process, posited that
those enforceable policies are necessary for a project to nove
forward, so in a sense it becomes part of the permtting
process. She inquired whether M. Botel ho agrees with that.

MR. BOTELHO responded that to the extent there are approved
coastal district plans, developnents that take place in those
districts nmust conform to those plans; it is a species of |land
use planning. So, the answer is yes; there nust be conformty
to the pl ans.

REPRESENTATI VE MUNOZ postul ated that it is therefore nore than
coordination; it is actually part of the permtting process. A

project nmust go through the ACMP process and conply with all of
the enforceable policies before it noves forward.

MR. BOTELHO replied correct.

2:09: 32 PM

CO CHAIR SEATON asked whether Juneau adopted those into its
| ocal codes so that currently those enforceable policies mnust

have a separate permt under the municipality to go forward.

MR. BOTELHO confirmed that Juneau's coastal managenent plan is
part of its conprehensive plan.

2:09:54 PM

HOUSE RES COW TTEE - 18- March 12, 2012



REPRESENTATI VE HERRON recalled that Iast year the conference
commttee substitute for HB 106 failed the House [in the first
speci al session] and a House substitute for SB 46 failed in the
second special session. Surmsing that M. Botel ho's answer
woul d be different than M. Bullard' s, he inquired whether those
bills could be considered substantially the same as the ball ot
initiative.

MR. BOTELHO noted he is a |lawer, so his answer wll likely be
simlar to M. Bullard's. He said that Warren v. Boucher, the
sem nal case for Al aska, basically nmakes clear that as long as
the subject nmatter s largely the sane the manner of
effectuating it can differ in small respects and the court even
has |anguage that says may differ in a major respect. As

indicated by M. Bullard, the second case, State v. Trust the
Peopl e, expanded on this slightly, but mde clear that the
| arger the scope of the legislation being considered, and in
this case it is a fairly conplex statutory schene, the greater
the latitude the legislature has to deviate fromthe initiative
| anguage itself. The second test is the degree of which they
attenpt to neet the sane purpose. To the extent that
reestablishing a coastal zone managenent program is being | ooked
at, there is sonme degree of l|atitude about how a court, and
initially the [Iieutenant gover nor, m ght | ook at past
legislation quite apart from this piece of |egislation. The
third [test] is looking at whether they are structurally
simlar, and on this point those nmeasures offered in the special
sessions will have a high barrier to overcone, probably nore in
terms of the coastal policy board structure than perhaps the
i ssue of the DEC carve-out.

CO- CHAIR SEATON informed nenbers that the commttee packet
includes a full nmenmorandum from M. Bullard regarding the
af orenent i oned.

2:13: 44 PM

REPRESENTATI VE HERRON asked whether the Al aska Sea Party would
still pursue an active canpaign on the ballot initiative if the
| egislature were to pass a bill that overcones all the high

barriers and is supported by the people who backed the
initiative.

MR. BOTELHO replied he is quite confident that the Al aska Sea
Party would not actively pursue the initiative if a good piece
of legislation noved forward that is not identical to the
initiative. The organization's goal is to see a good program
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and the initiative is the organization's best effort to put
together what it thought would be a good program He said he
thinks the challenge to the legislature is less to spend a |ot
of time worrying about whether a proposed bill is substantially
the sanme and a lot nore about what nakes for a good coastal
managenent program

2:15:13 PM

CO CHAI R SEATON, regarding the transition in Article 2 of the
bill and the transition Jlanguage in [Section 2] t hat
reestablishes the previous coastal districts, inquired whether

reestablishment of the previous coastal districts would satisfy
the coastal district concerns of the initiative sponsor.

MR. BOTELHO answered yes, provided his understanding of the
gquestion is correct.

2:15:54 PM

CO- CHAIR SEATON said the previous coastal districts were
adequate, so if that transition |anguage did reestablish those
districts then the rest of that |arge anount of paperwork in the
bill could go away.

MR. BOTELHO responded there is a reason for including this
| anguage. It would create the opportunity for one or nore of
the existing Coastal Resource Service Areas to break into
multiple districts, and that is the primary inport of nuch of
the |anguage which is there. So, it is anticipating a
devel opment that, while not anticipated any tine soon, would
provide flexibility for future generations.

2:17: 03 PM

REPRESENTATI VE  MUNQZ inquired whether the remaining 13
enforceable policies fromthe previous program have been adopted
into Juneau's planning and zoning code, and if not, whether
there the intent is to do so.

MR. BOTELHO answered that Juneau's [coastal managenent] plan is
incorporated into its conprehensive plan, so it is part of
Juneau' s overall approach. A question he cannot answer now, but
will follow up on, is how Juneau has been making use of that in
[ight of the July 2011 dem se of the statew de program

2:18: 06 PM
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COCHAIR FEIGE surmsed from M. Botelho's earlier statenents
that the Alaska Sea Party would not have had a significant
objection to HB 106, as passed out of the House |ast year,
because it would have reestablished the Al aska Coastal Zone
Managenment Program

MR. BOTELHO replied he wants to nmake clear that he is not
endorsing any bill that noved |ast year, but indicating that if
a good bill passed, the reference point being the Al aska Sea
Party's initiative. He said he is not suggesting that the bil
nmust be identical to HB 325 or the initiative. |If it is a good
bill and incorporates anong other elenents the |ocal voice that
he has referred to, his guess is that the Al aska Sea Party would
not actively canpaign for the initiative. He added that the
primary point in his conmments was to say that he thinks the
focus of the legislature should be on passing the best bill it
can and to not be driven primarily by substantial simlarity.
Good | egi sl ation should stand on its own.

2:19:40 PM

COCHAIR FEIGE stated that House nenbers thought HB 106 was
pretty good, given it passed the House by a vote of 40-0. He
asked why the Alaska Sea Party did not take that bill as the
boiler plate for the initiative, but instead rolled the cal endar
back 10 years or so.

MR. BOTELHO responded that in the Alaska Sea Party's view it was
rolling it forward in ternms of |ooking at the source of this
initiative - largely l|ocal governnent, participants who wanted
to make sure that there was a viable role for |loca
participation in shaping statew de policies.

2:21:13 PM

REPRESENTATI VE HERRON reiterated his earlier question about the
two pieces of legislation, one in the first special session and
one in the second special session.

MR. BULLARD answered there are two cases interpreting the
substantially the sanme standard and neither of those two dealt
with a program as conprehensive and large as this one. WArren
v. Boucher dealt wth sonme canpaign finance regulations and
State v. Trust the People was a very sinple and narrow matter of
how a US. senator would be either voted in, or briefly
appointed, or not appointed at all. Regardi ng the House and
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Senate vehicles considered during the first half of this
| egislature for renewing the Al aska Coastal Managenent Program

it is entirely possible that both of them would be found or
either of them would be found to be substantially the sane.
That said, there is an elenent in the initiative that deals with
the Al aska Coastal Policy Board, the renoval of the DEC carve-
out, and various other places found in the added objectives of
the program that have to do with local participation and contro

that are absent from those bills. He said he does not know how
significant a court would find those elenments and whether they

are central. The Al aska Coastal Managenent Program does a |ot -
it coordinates state/federal permtting and brings federal noney
to the state for grants for these things. How i nportant that
el emrent of local control is to the larger program he is unsure
how a court would find. He offered his suspicion that had the
| egislature passed a bill that did not have quite the sane
extent of local participation and control as countenanced in the
initiative, it would be found the sane. However, he added, it

is inpossible to answer the question with any certainty.
CO CHAI R SEATON hel d over HB 325.

HB 276- O L/ GAS PROD. TAX CREDI TS/ RATES/ VALUE

2:23: 38 PM

CO- CHAI R SEATON announced that the next order of business woul d
be HOUSE BILL NO 276, "An Act providing for a credit against

the oil and gas production tax for costs incurred in drilling
certain oil or natural gas exploration wells in the Nenana
Basin." [Before the conmttee was Version M the proposed

commttee substitute labeled 27-LS1193\M  Bullock, 1/18/12
adopted as the working docunent on 1/30/12.]

The commttee took an at-ease from2:23 p.m to 2:28 p. m

2:28: 33 PM

CO CHAIR FEI GE noved to adopt the proposed conmttee substitute,
version 27-LS1193\D, Nauman/Bullock, 3/2/12, as the working
docunent . There being no objection, Version D was before the
comm ttee.

2:29: 07 PM

REPRESENTATI VE STEVE THOWPSON, Al aska State Legislature, said he
is before the comnmttee to present Version D of HB 276 and that
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the bill is a policy call for the legislature. He said the bill

woul d provide incentives that wll hopefully spur investnents
leading to seismic and drilling exploration in unexplored
frontier basins located in close proximty to comunities in
need of a local energy source. He noted that his staff has

wor ked closely wth the Departnent of Natural Resources (DNR) to
identify six areas within the state that represent unexplored
basins located in <close proximty +to energy challenged

communities. The bill would incentivize exploration by offering
four tax credits for seismc exploration wthin the [siX]
di fferent basins. Expl orers seeking the credit would agree to
the data becomng public within tw years of receiving the
credit. The seismic credit would be 75 percent of the seismc
exploration cost or $7.5 mllion, whichever is |ess. The bill
would also provide a drilling credit for the first four
exploration wells drilled within the identified areas with no
nore than two wells in any single area. The drilling credit
woul d be 80 percent of actual drilling cost or $22.5 mllion,
whi chever is |ess. Both credits under the bill would be for

wor k perfornmed between June 1, 2012, and July 1, 2016.

REPRESENTATI VE THOWPSON pointed out that economc growh and
devel opnment in Interior Alaska is crippled by high energy prices
and the | ack of renewabl e energy supplies, and said HB 276 woul d
strongly encourage conpanies to invest in potential frontier
basins. During the comrittee's discussion of the bill it becane
evident there were nore communities across Alaska that were
experiencing simlar energy challenges and were |[|ooking for

possi ble solutions in their own backyard. The bill originally
dealt with drilling incentives in the Nenana Basin only. The
Nenana Basin is l|located 50 mles from Fairbanks and has road,
rail, and power access nearby. As drafted, HB 276 has the

potential to benefit not only the Interior but all Al askans on
the Rail belt and beyond.

2:31: 45 PM

JANE PI ERSON, Staff, Representative Steve Thonpson, Al aska State
Legi sl ature, provided a sectional analysis of Version D of the
bill on behalf of joint prine sponsor, Representative Thonpson.
She explained that Section 1 would [anmend AS 43.55.025(a) to]:
make a conform ng anmendnent to new section (q); provide a new
frontier basin drilling credit at the |esser of 80 percent of
the total drilling expenditures or $22.5 million described in
(n) of this section and that qualify under (b), (c), and (p) of
this section; and provide a new frontier basin seismc credit at
the lesser of 75 percent of the total seismc exploration
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expenditures described in (0) of this section and that qualify
under (b), (c), and (p) of this section. She offered her belief

that a friendly anendment will be forthcomng to renpbve (c) from
the qualifications for seismic <credits because (c) deals
exclusively with drilling credits. Addressing Section 2, she

said it wuld mke a conformng anendnent to include new
subsections created in AS 43.55.025(a).

2:32:56 PM

M5. PIERSON outlined Section 3, which proposes to add four new
subsections - (n), (o), (p), and (g) - to AS 43.55.025.
Subsection (n) describes the new frontier basin exploration
drilling credits. A person drilling the first four exploration
wells in an area described in subsection (p) of the bill on
state or private lands would be eligible for credits described
in subsection (a)(6) of the bill. The proposed credit could not
be taken for nore than two exploration wells in any single area
described in subsection (p) of the bill. Subsection (n) would

further require that witten consent be obtained from the owner
of oil and gas interests on private land for full public rel ease
of all well data within tw years after receiving a credit.
Dat a subni ssion requirenents would need to be in conpliance with
the requirenments in (f)(2) of this statute. A person pl anni ng
to drill an exploration well would be required to get approval
from the Departnent of Natural Resources (DNR) comm ssioner
prior to spudding the well. The DNR conm ssioner would have to
make an affirmative finding that the exploration well is in the
best interest of the state based on the well |location, the
proximty to a comunity in need of a |local energy source, the
proximty to existing infrastructure, the experience and safety
record of the explorer in conducting operations in renote or
roadl ess areas, the projected cost schedule, whether seismc
data sufficiently identifies a particular tract for exploration,
whet her targeted depth and range are designed to penetrate and
fully evaluate the hydrocarbon potential bel ow which hydrocarbon
reservoirs are likely to be found, and whether the exploration

plan provides for full evaluation of the well. Credi ts under
this subsection would be for work perfornmed after June 1, 2012.
The drilling and exploration would need to be in an area with a
basin described under (p) of this section. If this credit is

clained, no other credits could be clained under this section or
AS 43.55.023 for the same expenditures.

2:35:16 PM

HOUSE RES COW TTEE - 24- March 12, 2012



MS. PIERSON said proposed new subsection (0) describes the new
frontier basin seismc credit. It would provide that a person
conducting the first four seismc exploration projects in the
areas described in proposed new subsection (p) for the purposes
of discovering oil or gas in a basin is eligible for the credit.
A credit <could not be taken for nore than one seismc
exploration project in an area described in subsection (p).
Exploration credits would be available for work perfornmed after
June 1, 2012. The person conducting seismc exploration on
private | and would have to obtain witten consent from the owner
of the oil or gas interest for full release of geophysical data
in conpliance with the subm ssion requirenments of (f)(2). The
comm ssioner of DNR would have to give approval before the
comrencenent of seismc exploration activities and would have to
make an affirmative finding that the seismc project is in the
best interest of the state based on |ocation, project cost,
schedul e, data acquisition and data processing plan, the reason
for choosing the area for exploration, and the experience and
safety record of the person doing the exploration in a renote or
roadl ess area. A taxpayer obtaining a credit wunder this
subsection could not claim a tax credit under AS 43.55.023 or
another provision of this section for the sanme exploration

expendi t ure. She added that these credits would go to the
person doing the drilling, not the individuals holding an
interest within a nultiple party, so a partner still could get
the credit.
2:37:09 PM

M5. Pl ERSON sai d proposed new subsection (p) states that credits
under (a)(6), (n), (a)(7), and (o) nust be for exploration of a
basin within the followng areas whose criteria points are
determ ned by using the Wrld Geographic System of 1984 datum
These six locations - Fairbanks, Kotzebue, Emonak, d ennallen

Egegi k, and Port Mdller - were identified by DNR as potenti al
frontier basins and they were further defined by proximty to
communities that are suffering from high energy cost and supply
i ssues.

M5. PI ERSON expl ai ned that subsection (q) was added to HB 276 in
response to a problem identified by [oil and gas consultant]
Pedro van Meurs, which was that if a current producer with a tax
liability at high prices would offset the full narginal rate
plus the expanded exploration tax credit, the state could end up
paying nore than the 65 percent that is intended for exploratory
wor K. This can be seen as an inequity in the design of the
current tax credit wording. The intent is to set the anmount for
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exploration <credits at 65 percent and not dependent on
particul ar conpanies or other operators. The limtations are
not applied to the Cook Inlet or frontier basin credits since
they are credits geared for creating a stanpede of exploration
in certain areas of the state that will produce benefits for the
state and its residents.

2:38: 39 PM

CO CHAIR SEATON understood that this, wunlike the Cook Inlet
credit, was not for a single entity drilling three wells. This
is multiple persons could either do the nultiple seisnmcs, or
mul ti pl e persons, nmeaning nultiple conpanies, could qualify for

the tax credit by drilling in one basin and soneone else in
anot her basin. It is not restricted to the sane person, it is
persons.

M5. PIERSON confirmed this wunderstanding to be correct and
apol ogi zed for m sspeaking earlier.

2:39: 24 PM

REPRESENTATI VE KAWASAKI understood that Section 3 identifies the
way in which an explorer can apply for drilling credits.
Regarding the best interest finding on page 4, line 15, he

presuned that the DNR conm ssioner would have to have submtted
a best interest finding and agreed that the [exploration well]
was qualified for the credit prior to the drilling actually
bei ng done.

MS. PIERSON confirnmed this understanding to be correct.

REPRESENTATI VE KAWASAKI inquired whether a best interest finding
is sonething that can readily be done and asked how nuch tine it
woul d t ake. He wunderstood that a lot would go into a best
interest finding before a credit could be applied for.

M5. PIERSON offered her belief that (f)(2) of the statute, which
the commttee does not have before it, provides 30 days after
the date of request, unless a |onger period is provided.

REPRESENTATI VE KAWASAKI, regarding the condition under the best
interest finding about the explorer's experience and safety
record, inquired whether that record is for Alaska or other
states, or would be up to the conmm ssioner to decide.
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M5. PIERSON offered her belief that it would be left for the
commi ssioner to decide, but added that she believed it would
also be whether the explorer's agents who are actually
conducting the drilling or seisnmc have had sone experience in
renmote and roadl ess areas.

2:41: 43 PM

REPRESENTATI VE HERRON of fered his appreciation for how the bil
has changed and where the proposed conmittee substitute (CS) is
goi ng. Noting the map shows six basins, he asked about the
criteria used [for their selection] such that there are not
seven or ei ght basins.

M5. PIERSON replied that DNR provided the initial basins and the
sponsor | ooked at themin regards to being close to conmunities
that could actually use the resources and that had a need for
the resources, which is how these six areas were chosen. The
other three areas provided by DNR were either not in close
proximty to a comunity that would need them or were in such
close proximty to the Cook Inlet that they were already being
taken care of.

REPRESENTATI VE HERRON surm sed, then, that there is no need to
have a trigger built into the statutes to open up another basin
wi t hout goi ng back to the | egislature.

M5. PIERSON responded that extending this credit until 2022 was
tal ked about at one tine, along with adding some other things

di scussed in this commttee. However, due to the |ateness of
the session, she said she created what she hopes is a good
framework and offered her belief that if this works it will be

| ooked at again before 2016.
2:43: 39 PM

REPRESENTATI VE GARDNER related she has an ongoing thene of
letting Al askans and | egislators know what the state is buying
and spending and who is getting and claimng credits. She asked
whi ch el enents of HB 276 are conpletely available to the public
and which are not. For exanple, if the comm ssioner nade a best
interest finding, she presuned the public could read that and be
able to estimate what the credit would be. She said she would
like to see, in principle, that whenever a tax credit is given
to soneone the information is available to all Al askans so they
know who the beneficiaries are, along with the anount.
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M5. PIERSON answered that the sponsor tried to do this by
requiring the data discovered be nade public within two years.
Whet her the explorer actually has a | ease or has an exploration

area, it is alnost |like advertising. |If there is sonething good
going on the explorer is protected by its exploration area or
its |ease. If sonething is found it may bring investors into

t hese areas, sonmething that has been problematic. Therefore, in
maki ng any data discovered for this credit public and avail abl e,
the sponsor is trying to give the state nore know edge and
sonmething it can sink its teeth into.

REPRESENTATI VE GARDNER offered her appreciation for t he
af orenent i oned.

2:45:45 PM

CO CHAIR SEATON pointed out that wunder existing prograns any
explorer can qualify for the 65 percent credit wthout sharing
dat a. He therefore understood that soneone wi shing to take the
enhanced credits for exploration in the proposed areas under HB
276 woul d have to go through the best interest finding and would
have to agree to rel ease the data.

MS. PIERSON confirnmed that this is correct.
2:46: 26 PM

CO CHAIR FEIGE understood the DNR comm ssioner and his staff
woul d approve where the seismic projects or the exploratory
drilling occurs. He asked whether there is a time constraint
fromwhen the credit is approved and when the work nmust start.

M5. PIERSON replied that to qualify for the [proposed] credit an
exploration expenditure would have to incurred for work
performed after [June 1, 2012] and before July 1, 2016.

2:47: 20 PM

CO CHAI R SEATON understood that under the bill's provisions the
person qualifying for and receiving the credit would be the one
actually turning the drill bit first.

M5. PIERSON responded "that is true and that is really belt and
suspenders,” but as was seen with Cook Inlet that becane very
i nportant.

2:47: 52 PM
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REPRESENTATI VE FOSTER noted that the second paragraph of the

sponsor statenent states that the drilling credit would be for
the "first four exploration wells in an area described in the
bill with no nore than two wells in any single area.” He

i nquired whether that nmeans a total of four wells or neans six
areas tinmes no nore than two wells in each area, which would be
twel ve.

M5. PIERSON, noting that this has been a hard one to nail down
inlegal witing, said it would be four total.

2:48: 31 PM

CO CHAIR SEATON opened public testinmony on HB 276. After
ascertaining that no one wshed to testify, but that the
Resource Devel opnent Council had submtted witten testinony in
favor of the bill, he announced that HB 276 would be held over
for public testinony on 3/14/12 and that people could submt
witten testinony as well.

2:49: 29 PM

CO CHAI R SEATON noved to adopt Conceptual Amendnment 1, witten
as foll ows:

Page 2, Line 14: Delete (c)

CO CHAIR SEATON pointed out that this is the amendnent talked
about by the sponsor that would delete the reference to (c).

CO- CHAI R FEI GE obj ected for discussion purposes.

CO CHAI R SEATON explained that lines 12-14 on page 2 tal k about
seismc exploration activities. However, (c) specifically
references only exploration wells, so reference to (c) is
probabl y i nappropri ate.

CO- CHAIR FEIGE withdrew his objection. There being no further
obj ection, Conceptual Anendnent 1 was adopt ed.

2:51: 10 PM
REPRESENTATI VE KAWASAKI recalled M. Pierson's statenent that

the proposed tax credits would not be stackable. He noted that
the research and devel opnent tax credit is not in Title 43, but
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under a different title. He requested clarification on which
credits are stackable and which are not stackable.

M5. PIERSON said she will have to get back to the cormittee with
an answer .

CO CHAI R SEATON pointed out that the two fiscal notes are for
the original bill and said new fiscal notes are anticipated for
Ver si on D

2:53: 04 PM

REPRESENTATI VE KAWASAKI said he will submt witten questions
through the co-chair about the dynamcs of the best interest
findings, the proximty to a comunity in need, the definition
of proximty to existing infrastructure, and how those would be
objectively |ooked at by the commssioner in a best interest
findi ng.

CO CHAIR SEATON offered his belief that the bill actually |ays
out mleage around the points.

M5. PIERSON said this can be found in subsection (p) on page 6,
begi nning on line 2.

CO CHAI R SEATON added that the aforenentioned | anguage descri bes
the areas the basins would have to be in. He recalled that DNR
had previously said a best interest finding would be based on
the prospectivity because the state did not want to spend a | ot
of nmoney if there was not nuch prospectivity. He asked whet her
this | anguage i s adequate for Representative Kawasaki .

2:55:47 PM

REPRESENTATI VE KAWASAKI comented that this was originally a
Nenana Basin bill and now a nunber of different conmmunities have
been added. He recollected a discussion |led by Co-Chair Feige
in which there was tal k about whether a community would be able
to take advantage of a potential find. For exanpl e, Fairbanks
is close to the road system and has a need, but in rural areas
with a need it mght not be cost effective to pay for the
credits; therefore, it is a policy call that nust be nade.

M5. PIERSON offered her belief that that is the reason for the
best interest finding. She said a problem of these being
frontier basins is that they have never been actually solidified
in their definitions, which is the reason for the circles [on
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the map depicting the six areas]. She imagined that if sonebody

wanted to drill in an area within the circle but not in the
basin, there would be a problemwth that, and that is the best
interest finding. The Departnent of Natural Resources was

concerned that there be a devel opnent pl an.

CO CHAIR SEATON offered his appreciation for the colored nap
depicting the proposed areas that are defined in the bill by
| ati tude and | ongit ude.

2:57:45 PM

CO CHAI R SEATON understood that the bill does not include outer
continental shelf (OCS) or federal land; thus the credits would
be available for either state or private |and.

M5. PI ERSON confirnmed that this is correct.

CO- CHAI R SEATON said his previous statenent was to clarify that
the state credit would not apply to any work occurring off the
Al eutian Islands in the OCS

[HB 276 was hel d over.]

2:58: 37 PM

ADJ OURNNMENT

There being no further business before the commttee, the House
Resources Standing Conmttee nmeeting was adjourned at 2:58 p. m
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