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03/ 12/ 12 (H) M NUTE( RES)
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W TNESS REG STER

M CHAEL PAW.OWSKI, Staff

Senator Lesil MQiire

Al aska State Legislature

Juneau, Al aska

PCSI TI ON  STATEMENT: I ntroduced SJR 17 on behalf of Senator
McQuire, sponsor.

NI LS ANDREASSEN, Managi ng Director

Institute of the North

Anchor age, Al aska

PCOSI TI ON STATEMENT: Testified in support of SIR 17.

WYN MENEFEE, Chief of Operations

Central Ofice

Di vision of Mning, Land and Water

Department of Natural Resources (DNR)

Anchor age, Al aska

PCSI TI ON STATEMENT:  Expl ai ned proposed anmendnents to HB 361.

PAUL VERHAGEN, Staff

Representative Al an D ck

Al aska State Legislature

Juneau, Al aska

PCSI TI ON  STATEMENT: Answered questions regarding a proposed
amendnent to HB 361 offered by Representative D ck.

JANE PI ERSQN, Staff

Representative Steve Thonpson

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: On behal f of Representative Thonpson, joint
pri me sponsor, answered questions regarding HB 276.

JOHN LARSEN, Audit Master

Tax Divi sion-Production Audit G oup

Depart ment of Revenue (DOR)

Anchor age, Al aska

POSI TI ON STATEMENT: Testified regarding HB 276.
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MATTHEW FONDER, Di rect or

Anchorage O fice

Tax Divi sion

Depart nent of Revenue (DOR)

Anchor age, Al aska

PCOSI TI ON STATEMENT: Answered questions regardi ng HB 276.

ELI ZABETH SAADULI K HENSLEY, Corporate and Public Policy Liaison
NANA Regi onal Corporation

Kot zebue, Al aska

PCOSI TI ON STATEMENT: Testified in support of HB 276.

ACTI ON NARRATI VE
1:11: 01 PM

CO CHAIR PAUL SEATON called the House Resources Standing
Commttee neeting to order at 1:11 p.m Representatives Herron,
Gardner, Miunoz, Feige, and Seaton were present at the call to
order. Representatives Dick and Kawasaki arrived as the neeting
was in progress.

SJR 17- ARCTI C COUNCI L TASK FORCE

1:11: 22 PM

CO CHAI R SEATON announced that the first order of business would
be SENATE JO NT RESOLUTION NO 17, Wl comng the Arctic Council
Task Force for Arctic Marine QI Pollution Preparedness and
Response to the state for its March 2012 neeting and urging the
task force to use its tinme in the state to inform and inspire
the work of the task force.

1:11: 49 PM

M CHAEL PAW.OWSKI, Staff, Senator Lesil MQiire, Alaska State
Legislature, introduced SJR 17 on behalf of Senator MQuire,
sponsor, reporting that on March 20-22, 2012, the Arctic Council
Task Force for Arctic Marine QI Pollution Preparedness and
Response will be holding a hearing in Grdwod, Al aska. He said
the resolution is designed to be presented to the task force to
encourage them to use their time in the state to inspire their
work on this arctic instrunent. He added that the task force
was created under the Arctic Council.

1:12:45 PM
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MR. PAW.OANSKI explained that the points of particular interest
to Al aska start on page 2, line 14, of the resolution. He said
lines 14-18 recognize that in terns of shipping it is not just
the Arctic region of Alaska that will be affected, but also the
Al eutian Islands; therefore, the Aleutian Islands are included
t hroughout the resolution as well. According to page 16 of the
Al eutian Islands R sk Assessnent Project Phase A Sunmary Report
[ August 2011], included in the commttee packet, roughly 2,000
vessels are currently transiting the Al eutians. The [2004]
spill by the MV Sel endang Ayu was one of the larger spills in
state history. The purpose of HIR 17 is to express to the task
force - which has the responsibility to create the instrunent
for Arctic cooperation on oil spills and response - that Al aska
would like to see vessels in innocent passage acknow edge the

critical role of [|ocal response organizations, indigenous
peopl e, state and |ocal governnents, and response organizations
in preparedness and response. Wien a vessel in international

waters |loses control and ends up in state waters, it is the
state that nust respond and deal with the ness.

1:14: 11 PM

MR. PAW.OASKI noted that lines 19-22 of the resolution urge that
ships in the Bering Strait and Aleutians regions voluntarily
engage local authorities in contingency planning, and that the
| nstrunent on Cooperation on Marine Ol Pollution Preparedness
and Response in the Arctic encourages that engagenent. It is
putting the point that while the State of Al aska does not have
jurisdiction, it can participate through this resolution at this
international body to encourage itens that are in the state's
i nterest. He related that Senator McCGuire sees this resolution
as part of the broader strategy of engaging on these Arctic
i ssues that the legislature has taken the | ead on.

1:14:59 PM

MR. PAW.OABKI, in response to Representative Gardner, understood
that "innocent" passage involves ships that are outside the
waters of the state and transiting not to a port within the
state. Directing attention to the map on page 16 of the sunmary
report, he said the "great circle route”" is one of the shortest
di stances between Asia and the West Coast of the U S. and runs
through the Aleutian Islands. A ship on this route would be in
i nnocent passage because it is not heading into the jurisdiction
of the State of Al aska.
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1:15: 50 PM

REPRESENTATI VE GARDNER i nquired as to how confident the State of
Al aska is that every vessel conming to an Al aska port is neeting
the standards being requested in SJR 17, aside from oil and gas
which is carefully nonitored in the state's waters.

MR. PAW.ONSKI replied the standards requested in the resolution
are voluntary. He understood that vessels comng into an Al aska
port nmust conply with State of Alaska rules. However, vessels
currently noving through the Arctic and the Aleutians by and
|arge do not have to; they are covered under the International
Maritime Organization. Through these international bodies the
state advocates for stricter standards. For exanple, the MYV
Sel endang Ayu was a Malaysian freighter that functioned under
international rules, not State of Al aska rules. In that the
Arctic nations through the Arctic Council are getting together
to develop a framework, the State of Al aska through SIJR 17 is
expressing an interest in seeing the stricter standards that
Al aska has to protect its coasts showased at this neeting and
encouraging this group to adopt stricter standards for the
Arctic than currently exist.

1:17: 15 PM

REPRESENTATI VE HERRON i nqui red whether Al askans will be involved
in these discussions.

MR.  PAW.OASKI understood Alaskans would not officially be
i nvol ved. He directed attention to page 2 of the resolution,
beginning on line 30, which directs where <copies of the
resolution are to be sent. He said he does not believe Al askans
are on the task force given it 1is an international group.
However, he understood that Alaskans will be at the neeting to
advocate for issues that are in Alaska's interest.

REPRESENTATI VE HERRON of fered his support for SJR 17 saying it
is artfully witten to send a nenorandumto this group asking it
to consider Alaska's concerns during the developnent of its
conprehensive Arctic strategy.

MR. PAW.OASKI, in response to Representative Minoz, reiterated
that the task force neeting is taking place March 20-22, 2012,
at [Hotel Alyeska].

CO- CHAI R SEATON opened public testinony on SJR 17.
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1:19:15 PM

NI LS ANDREASSEN, Managing Director, Institute of the North,
stated he is testifying in his capacity as co-chair of the host

commttee for the comng Arctic Council G Spill Task Force
meet i ng. He said the Institute of the North has had a |ong
history of interaction with the Arctic Council - it has chaired
projects under the working groups, including a circunpolar

infrastructure task force, and was co-editor of the [2009]
Arctic Marine Shipping Assessnent Report, which is considered
the bible of Arctic marine shipping. The Arctic Marine Shipping
Assessnent Report recommended there be a search and rescue
agreenent, which was approved [May 2011] by the senior Arctic
of ficials. At that May neeting the Arctic Council decided to
formthe Task Force for Arctic Marine QG1 Pollution Preparedness
and Response. That task force has now nmet in Norway and Moscow.
Since its intent was to next neet in Anmerica, sonme Al askans
successfully urged that that neeting be held in Al aska. Ei ght
del egations from around the Arctic are bringing nearly a hundred
experts on oil spill response and preparedness to this neeting
in Al aska. This is a great opportunity for Al askans to take a
| eadership role in welcomng these delegations and helping to
shape sone of the negotiations that will be taking place.

1: 21: 04 PM

MR. ANDREASSEN said this is an inportant tine for Al aska because
the US. wll be the chair of the Arctic Council in a few years
and the U S. is formng its strategy for its chairmanship. This
is a good first opportunity for Al askans to weigh in on these

I ssues. He said the host committee is encouraged by SIJR 17
because it sends a great nessage to these guests from around the
Arctic. From the host commttee's perspective there will be a
nunmber of public opportunities for engagenent. While the
sessions thensel ves are closed, he and several Al askans will be
observers and wll have opportunities for interaction. The

Institute of the North is hosting a reception on March 19 for
the attendees. Anbassador [David] Balton of the U.S. Departnent
of State will host a debriefing of the three-day session on the
afternoon of March 22. He reiterated that [the host committee]
is glad to see SJR 17 as it sends a great welcom ng nessage to

these foreign dignitaries and experts. In response to Co-Chair
Seat on, said he has not seen a full list of neeting
partici pants, but U. S Senat or Begich's office wll be

represented at each of the public foruns.

1: 23: 18 PM
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CO CHAI R SEATON cl osed public testinony after ascertaining that
no one else wished to testify.

REPRESENTATI VE MUNOZ noved to report SJR 17 out of committee
with individual recommendati ons and the acconpanying zero fiscal
not e. She thanked the sponsor, saying Senator MQuire has been
a leader in Arctic issues. There being no objection, SIJR 17 was
reported fromthe House Resources Standing Commttee.

HB 361- DI SPOSALS OF STATE RESOURCES/ ROYALTI ES

1: 24: 15 PM

CO CHAI R SEATON announced that the next order of business would
be HOUSE BILL NO. 361, "An Act relating to the Al aska Land Act,
including certain |ease, sale, and other disposal of state |and
and materials; relating to production royalties from mners;
relating to rights to use state water; and providing for an
effective date."

The conmittee took a brief at-ease.

CO CHAI R SEATON opened public testinony on HB 361, but closed it
after ascertaining that no one from the public wshed to
testify. He noted that HB 361 is by the House Rules Standing
Commttee at the request of the governor.

1:26: 53 PM

CO CHAIR SEATON noved to adopt [Anmendnent 2], |abeled 27-
GH2717\A. 5, Bailey, 3/13/12, which read [original punctuation
provi ded] :

Page 5, following line 19:
Insert a new bill section to read:
"* Sec. 11. AS 38.05.115 is anended to read:

Sec. 38.05.115. Limtations and conditions of
sale. (a) The conmi ssioner shall determ ne the tinber
[AND OTHER MATERIALS] to be sold [,] and the
l[imtations, <conditions, and terns of sale. The
[imtations, conditions, and ternms shall include the
utilization, devel opnent, and nmaintenance of the
sustained yield principle, subject to preference anong
ot her beneficial uses. The conm ssioner nmay negotiate
sales of tinber [OR MATERI ALS] wi thout advertisenent
and on the limtations, conditions, and terns that are
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considered to be in the best interests of the state
Wthin a one-year period, the comm ssioner nay not
negotiate a sale wthout advertisenent to the sane
pur chaser of

[(1)] nore than 500 M B.M or equivalent
ot her nmeasure of tinber [;

(2) EXCEPT AS PROVIDED IN (3) OF TH'S
SUBSECTI ON, MORE THAN 25, 000 CUBI C YARDS OF MATERI ALS;

OR

(3) MORE THAN 100,000 CUBIC YARDS OF
MATERI ALS TO A COMVON CARRIER HOLDING A LEASE UNDER
AS 38. 35] .

(b) Negoti ated sales not exceeding 50 MB.M or
t he equival ent other neasure of tinber [OR 2,500 CUBIC
YARDS OF MATERI ALS] are exenpt from the provisions of
AS 34.15. 150.

(c) The limtations of this section are not
applicable to tinber that [WICH becones state
property under the provisions of AS 45.50.210 -
45.50. 235. "

Renunber the follow ng bill sections accordingly.

Page 13, |ine 28:
Del ete "sec. 18"
| nsert "sec. 19"

Page 16, line 9:
Del ete "Section 19"
| nsert "Section 20"

Page 16, |ine 10:
Del ete "sec. 23"
| nsert "sec. 24"

CO CHAI R FEI GE obj ected for discussion purposes.

CO- CHAIR SEATON invited M. Wn Mnefee of the Departnent of
Nat ural Resources to explain the amendnent.

1: 27: 49 PM

WYN MENEFEE, Chief of Operations, Central Ofice, Division of
M ning, Land and Water, Departnent of Natural Resources (DNR),
rem nded nenbers of the commttee's [3/5/12] discussion about
splitting out the statutes between tinber sales and materi al
sales to alleviate confusions. However, he explained, this
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proposed provision was inadvertently omtted from the origina
draft of the bill. Amendnent 2 would add a new bill section,
Section 11, to separate the two by elimnating materials. Al
the pertinent aspects on doing nmaterials sales are already
covered by what has been submtted and Amendnent 2 would just
take it out of the portions that remain in AS 38.05.115 that
deal with tinber sales. Due to the addition of this new
section, Section 11 would also renunber the follow ng sections
inthe bill.

1: 29: 43 PM

CO CHAI R SEATON noted that "2,500 cubic yards of material” would
be renoved by the anendnent but not inserted anywhere else in
the bill. He requested an explanation of that renoval.

MR. MENEFEE replied that the bill wuld add a new section,
Section 38.05.550, which would establish material sites or
di sposal areas from which materials wuld be sold through

negoti ated sal es. Because the division would have already
notified the public with a notice and best interest decision
that it will be progressively selling all of the materials out
of an area, a volunetric restraint is no |onger needed. The
proposed new Section 38.05.555 on page 7, line 22, deals wth
negoti ated sales and personal use of materials. Under this

proposed section the director nmay negotiate the sale of any
anount of materials from a source or site designated under AS
38. 05.550(b), so once a site was established the materials could
be extracted until gone. Therefore, this restriction of volune
woul d not need to be re-referenced.

CO- CHAIR FEIGE renpved his objection. There being no further
obj ection, Amendnent 2 was adopt ed.

1:32: 03 PM
CO- CHAIR SEATON noved to adopt Amendnent 3, |abeled 27-
GH2717\A. 6, Bailey, 3/13/12, which read [original punctuation
provi ded] :

Page 6, line 22:
Delete "in fee"

CO- CHAI R FEI GE obj ect ed.

1: 32: 24 PM
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MR. MENEFEE, at the request of Co-Chair Seaton, said the purpose
of Anmendnment 3 is to make a correction. He explained there is a
two-step process when the state receives title to the |and.

First, is a tentative approval from the U S. Bureau of Land
Managenment (BLM; second, is that after BLM surveys the land the
state gets patent to it. The connotation of "in fee" neans

patented | and and woul d not include tentative approval |and, yet
the state sells material from tentative approval land all the
tine. By renoving "in fee", line 22 would state "All materials
owned by the state " This would incorporate both tentative
approval | ands and the patented | ands.

CO- CHAIR FEIGE renpved his objection. There being no further
obj ection, Anendnent 3 was adopt ed.

1: 33: 45 PM

CO CHAIR SEATON noved to adopt Amendnent 4, |abeled 27-
GH2717\A. 7, Bailey, 3/13/12, which read [original punctuation
provi ded] :

Page 15, |ine 23:
Del ete "and quarry stone"
| nsert "stone, punice, and common cl ay”

CO CHAI R FEI GE obj ect ed.
1:34: 01 PM

MR. MENEFEE, at the request of Co-Chair Seaton, said Arendnent 4
deals with the definition of materials. He explained the word
"includes"” [on line 22] nmeans that the materials could be nore
than what is listed on |ines 22-23. However, the division felt
that by specifically stating "quarry stone" people in the future
mght think there was an obvious reason why it stated only
guarry stone. Stone is a general term that includes quarry
stone, and use of the word "stone" will preclude any connotation
that the division was purposely trying to get rid of pumce,
common clay, or general stone. He specified that |ocatable
mnerals are not included as stone; for exanple, a dianond is a
| ocat abl e m ner al

CO CHAIR FEIGE renpved his objection. There being no further
obj ection, Amendnent 4 was adopt ed.

1: 35: 44 PM
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CO CHAIR SEATON noved to adopt Amendnent 5, |abeled 27-
GH2717\A. 8, Bailey, 3/14/12, which read [original punctuation
provi ded] :

Page 15, following |ine 23:

Insert a new bill section to read:
"* Sec. 21. AS 41.23.470(b) is anended to read:
(b) The conmm ssioner may conduct only a

negoti at ed ti nmber [ OR MATERI AL] sal e under
AS 38.05.115 to provide for personal wuse, including
house logs and firewdod, or for a use incidental to

t he construction of access, or f or habi t at
enhancenent . "
Renunber the followi ng bill sections accordingly.

Page 16, |ine 10:
Del ete "sec. 23"
| nsert "sec. 24"

CO- CHAI R FEI GE obj ect ed.
1:36:12 PM

MR. MENEFEE, at the request of Co-Chair Seaton, explained that
Legi slative Legal and Research Services brought another statute
to the division's attention that m xed references of tinber and
material sales and that referred back to the old AS 38.05.115

Because [the old statute] included material in that definition

a new citation for the new statute would have to be referenced

This provision sits wthin the Susitna Recreation River's
section of statute, so it deals only with recreational rivers.
The division would not need this material statute here to
conduct negotiated material sales because it would already be
addressed under the proposed new Section 550 to AS 38.05.
Therefore, this would not benefit the division for selling
materials even in recreational rivers. To elimnate confusion

the division proposes to take out "or material"™ so there is no
"or material" referencing back to the old AS 38.05.115; thus
clarifying that there is not a conflict.

CO- CHAIR FEIGE renpved his objection. There being no further
obj ection, Anendnent 5 was adopt ed.

1: 37: 48 PM
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REPRESENTATIVE DI CK noved to adopt Amendnment 6, |abeled 27-
GH2717\A. 4, Bailey, 3/13/12, which read [original punctuation
provi ded] :

Page 8, followng line 17:

I nsert a new subsection to read:

"(f) Notwi thstanding (a) - (e) of this section,
for the purpose of creating incentives for the
devel opnent of peat as a source of heat or power, the
director shall negotiate the sale of peat to
i ndi vidual s, organized or unorganized comunities,
tribal governnents, or private profit or nonprofit
organi zations. Under this subsection, the director
shal | provide,

(1) for personal use by an individual or
for testing or product devel opnent for commercial use,
not nore than 20,000 cubic yards of peat a year at no
cost for a period not to exceed 10 years; or

(2) for users requiring nore than 20,000
cubic yards a year, the amount of peat required by the
user for a period not to exceed 10 years at the price
of

(1) 20 percent of the representative
regional sales price determined by the director under
AS 38. 05.550(d)(1); or

(i) 20 percent of the fair nmarket value
determined by an appraisal conpleted under AS
38. 05.550(d) (2), if the applicant provides the
apprai sal at the applicant's expense and the apprai sal
i s approved by the comm ssioner."

CO- CHAI R FEI GE obj ect ed.
1:38: 03 PM

REPRESENTATI VE DI CK explained that his idea is to nmake it
possible for people in Wstern Al aska, one of the nost
economcally depressed areas in the state, to explore whether
peat is viable for hone heating and for econom c devel opnent.
Peat developnment is currently too stringent; for exanple, a
person in McGath has tried for 15 years to devel op peat but the
obst acl es have been too great. This would | ower the obstacles.

1: 39: 24 PM

PAUL VERHAGEN, Staff, Representative Alan Dick, Alaska State
Legi sl ature, explained that during the commttee's 3/5/12
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hearing on HB 361, Representative P. WIson asked how much peat
it would take to heat an average hone. During that sanme neeting
Representative P. WIlson talked about a man in Petersburg who
heated his honme wth peat. M. Verhagen reported that he
contacted the man in Petersburg who said he cuts his peat into
si x-inch cubes and burns themin a Blaze King stove but did not
know how nuch he burned on a yearly basis. M. Verhagen said he
therefore did "a very unscientific calculation®™ with how nuch
the man is currently burning and extrapolated it out to cone up
with a figure of 13.5 cubic yards per year. He did this
calculation because he understood that Representative P.
Wl son's question was really going to whether 20,000 cubic yards
is way nore than a person would need to heat his or her hone.

The answer is yes, way nore. However, the purpose is to
incentivize the use of peat as a source of heat or power. The
sponsor's hope is that anyone wanting to heat with peat would be
able to harvest it like a person would do with firewood. An

additional hope is that it mght dawn on sone of those people
that with these | arge nunbers available they mght want to start
a business based on peat and, further, that peat pellets could

be produced for peat stoves. Per haps on the Kuskokwi m River
soneday, peat pellets will be shipped downriver for fuel rather
than bringing fuel oil upriver. Per haps biomass boilers will
soneday be installed to burn the |ocal peat. This would provide

protection from what m ght happen if oil prices continue to rise
and oil production continues to decline.

1:41: 34 PM

MR. VERHAGEN added that while doing research he |learned that 20
percent of all home heat in Ireland conmes exclusively from peat.
It would be nice if people in rural Al aska could alnost entirely
cut their dependency on oil. He reiterated that the sponsor put
the large nunbers in his anmendnment as an incentive for those
wishing to begin experinmenting with whether to start a peat
busi ness. This way, the significant expenditures to do this
woul d not have to include the price of peat along with the price
of the other very expensive necessary equi pnent.

1:42:12 PM

CO- CHAIR SEATON noved to adopt Conceptual Anmendnent 1 to
Amendrment 6, which he had witten as follows [origina
punctuation provided except for sonme formatting changes]:

Li ne 7: Del ete materi al
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| nsert: (1) for personal use by an individual not to
exceed 200 cubic yards per year for personal use at no
cost

Line 8 and line 9: Del ete materi al

| nsert: (2) for testing or product devel opnent for
commercial wuse, not nore than 2000 cubic yards per
year at no cost for a period not exceed 5 years

Renunber accordingly

Line 10: Delete "20, 000"

I nsert "2,000"
REPRESENTATI VE DI CK obj ected for discussion purposes.
1:42: 42 PM

CO CHAIR SEATON explained he has expressed his concern to
Representative Dick that these nunbers are so large they wll
hi nder support and passage of the bill. He said he talked to
the person in Petersburg who has been burning about three cords
of wood. He estimated that in Interior Al aska about 10 cords of
wood woul d be burned. Using these figures he cal culated that an
equi val ent anmpunt of peat would be about 160 cubic yards per
year. Amendnent 1 to Anmendnent 6 would add a cushion by
provi ding 200 cubic yards of peat per year at no cost. He said
this figure for personal use would prevent the opening of other
uni nt ended t hi ngs.

1:44: 21 PM

CO- CHAIR SEATON continued his explanation of Concept ual
Amendnent 1 to Amendnent 6, explaining that his reason for
deleting lines 8 and 9 and inserting "(2) for testing or product
devel opnment for comercial use, not nore than 2000 cubic yards
per year at no cost for a period not exceed 5 years" is because
anybody wanting to devel op conmercial use would have a prove-up
time along with the free 2,000 cubic yards of peat. This is a
| ot of peat and would allow for product and market devel opnent.
He further explained that Anmendnent 1 to Amendnent 6 would
repl ace "20,000" with "2,000" cubic yards for the 10-year period
at 20 percent of the regional sales price. This would give the
person devel oping a business a break for an additional 10 years
after which tinme the peat would be at the regional sales price.
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The objective of Conceptual Amendnment 1 to Amendnment 6 is to
provi de usage by Al askans to get devel opnent going and to allow
a cushion tinme for faster recovery of expenses incurred and to
encourage future business, wthout the state giving away
commercially valuable materials all the time into the future.

1:46: 55 PM

REPRESENTATI VE DI CK said these nunbers have been bantered around
quite a bit. He estinmated it would take about $150,000 in
equi pnrent and a good quality pellet machine to begin an
i ndustrial operation. Saying a startup tine of five years would
likely not be enough tinme to determne whether it would work,
he suggested a startup tine of at |east eight years.

CO CHAI R SEATON pointed out that his proposed five years would
be at no cost and then it would go for another ten years at one-
fifth of the regional sales price anount. Thus, there would be
state participation in the commercial aspect. He requested M.
Menefee to provide DNR s perspective on this.

1:48: 47 PM

MR. MENEFEE agreed that Co-Chair Seaton's recalculation for
personal use is correct and people probably would not exceed 200
cubi ¢ yards. Regardi ng the nunber of years and volune, he said
the committee can decide what those thresholds are. He said he
thinks the division would interpret "for testing or product
devel opnent for conmercial use" to be that the individual would
have to see if the peat can actually be manipulated into pellets

and packaged for commercial devel opnent. As such, the actua
physical testing would obviously not take over 2,000 cubic
yar ds. If the interpretation of "product developnent for
comerci al use" includes developing a market, it is hard to say
exactly how long that will take. Once it is figured out how to
harvest efficiently and make the pellets, it nust be determ ned
who the pellets will be sold to, how far the pellets will need
to be shipped, and other normal business startup things. The

real question is how far to go supporting business devel opnent
versus just product testing, because in his view 2,000 is plenty

sufficient for actual testing. If talking about whether a
business can really be developed, then it is the commttee's
cal l. If the committee is trying to give the free value to
develop the market, a longer tinme period really does incentivize
it. Since there is no market at this point the nmarket val ue
right now is going to be pretty low and therefore 20 percent
will be pretty near free to start wth. Establ i shing a market
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could be for one individual in one area, but if talking about a
broader narket it is probably going to take nultiple devel opers
to do that. |If that is the case it is going to take a while for
that nmarket value to clinb to start nmking a significant
di fference.

1: 52: 00 PM

REPRESENTATI VE MUNQZ asked whether the division's interpretation
would be that the products developed during that product
devel opment phase coul d be sol d.

MR. MENEFEE replied he thinks the intention is that it could be
sold because the |anguage says it is for comrercial use and he
therefore thinks the division would interpret it that way. The
real question is how |long does product devel opnent take versus
runni ng a business and that is the part that is hard to call.

1:52: 41 PM

CO- CHAIR SEATON surmnmised that whatever the nunber of vyears
chosen for inclusion in the bill, that nunmber will be the term
for "at no cost" for the 2,000 cubic yards, even if product
devel opnment takes less tine. He asked whether it would be a
problem if sonebody did not want to use 2,000 cubic yards and
woul d this require changing the | anguage in sone manner.

MR. MENEFEE responded that the way the |anguage currently reads
in [Arendnment 6] a person wanting only 10,000 cubic yards of
peat instead of 20,000 could do that, and a person wanting a no-
cost tinme period of 5 years instead of 10 years could do that.
The division would not necessarily issue it automatically for
the 10 year period; it would depend on what the person asked
for. Moving on to the second provision [in Amendnent 6], he
said that if sonebody wants the peat at no cost for only two
years to figure out whether the product will work and then wants
to begin paying the 20 percent after the two years, the division
would sell it for 20 percent. The division would not
automatically make the contract for 10 years if soneone is
asking for a shorter period of tine. |[If, however, the conmttee
wants the division to nmake it an automatic 10 years, then the
| anguage woul d need to say "will issue for a period of 10 years”
rather than "a period not to exceed 10 years".

1:55: 27 PM
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MR. MENEFEE, in response to Co-Chair Seaton, confirmed that
under the current |anguage any developer could cone to the
di vi si on and request whatever the devel oper desires.

CO CHAI R SEATON inquired whether the |anguage would need to be
changed to accommobdate sonebody requesting 1,000 cubic yards for
10 years instead of nore than 20, 000.

MR. MENEFEE first noted that there is a differentiation between
personal wuse and comrercial devel opnent. If sonebody wanted
10, 000 cubic yards for commercial purposes for a certain nunber
of years, the division would ask whether it is for testing or
product devel opnent. If not, and the person is investing in
starting a business in a market that already exists, he said he
would interpret the language in Anendnent 1 to Anendnent 6 to
say that the 2,000 cubic yards would be sold at the 20 percent
for another 10 years. So, if the commttee wants a business to
get that 20 percent in its first 10-year cycle, then the
| anguage probably would need to be nodified because that is not
what it currently says.

1: 58: 26 PM

REPRESENTATIVE DICK related his conversation with M. Jim
Vander pool of McGath in which M. Vanderpool said it would take
at | east 25,000-30,000 cubic yards just to begin to test whether
this was viable, although M. Vanderpool did not specify whether
this was per year. Therefore, the intent of Amendnent 6 is to
nmake it wi de open to incentivize this wthout jeopardizing the
bill itself. He suggested either increasing the cubic yards per
year and the nunmber of years, or saying that the first 30,000
cubic yards will be for devel opnent and everything after that
will be at the 20 percent.

CO CHAI R SEATON asked whether Representative Dick is neaning
that after the first 30,000 cubic yards the person would pay 20
percent of the fair nmarket value of the regional sales price
i nstead of the regional sales price.

REPRESENTATIVE DICK replied he is suggesting the first 30,000
cubic yards be free and after that it would be at the 20 percent
for the next 10 years.

2:01:13 PM

REPRESENTATI VE MUNQZ comented it is difficult because it is
unknown what anmount would be practical for a new business. She
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inquired whether it could be left up to the Departnment of
Nat ural Resources to deternm ne an appropriate price.

REPRESENTATI VE DI CK responded he has had that conversation and
the thought was that as long as the current staff was in place
he woul d be happy. However, if the departnent or staff changes
down the road then the whole | andscape m ght change. He all owed
the conmmttee is trying to nake a decision wthout any real
facts. If he errs, he said he would like to err on the side of
i ncentivizing because peat in the ground does not make the state
any noney and it would provide an industry in Wstern Al aska
whi ch currently has no industry.

2:02: 44 PM

REPRESENTATI VE MUNOZ requested Representative Dick to repeat his
conversation wwth [M. Jim Vanderpool of MG ath].

REPRESENTATI VE DI CK answered that M. Vanderpool said it would
take a m ni mum of 25, 000-30, 000 cubic yards to find out what was
doabl e and whether it was narket abl e.

REPRESENTATI VE MUNQZ asked what M. Vanderpool's background is.

REPRESENTATIVE DI CK replied M. Vanderpool has been passionate
about peat and has studied it on the Internet, but this has not
been done. He added that M. Vanderpool has only gotten as far
as sending out peat fromMGath to be pelletized.

2:03: 57 PM

MR. VERHAGEN said he is getting the idea that maybe three things
are being discussed when only two things were being asked for.
He inquired if Co-Chair Seaton is asking whether after the first
30,000 [cubic yards] suggested by Representative Dick the price
woul d be at 20 percent forever. He said he does not think that
is what the co-chair is referring to; but rather after it gets
to the end of the second [10 years] it goes to the fair market
val ue.

CO CHAI R SEATON responded that that is not what he heard, which
is why he was aski ng.

The conmttee took an at-ease from2:04 p.m to 2:06 p. m

2:06: 06 PM
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CO CHAI R FEI GE understood that under Conceptual Amendnent 1 to
Amendnent 6, an anount under 200 cubic yards a year would be
consi dered personal wuse, above 200 and up to 2,000 would be
incentivized a bit nmore by not requiring a "royalty", and an
anmount of nore than 2,000 would be considered a commerci al

oper ati on. He said the quantity gates seem to be reasonable
but suggested that 10 years is a nore reasonable tinmeframe than
5 years. The only other thing is the differentiation between

testing or product developnment because the anendnent to the
anmendnent does not cover a situation of sonebody wanting 1,500
cubic yards a year for a small commercial sales operation. To
address this he suggested deleting "testing or product
devel opnent .

CO CHAIR SEATON confirmed there is no disagreenent anong the
commttee nenbers on the personal use issues in the proposed
Amendnent 1 to Amendnent 6. Regar di ng product devel opnent, he
understood the suggestion is for less than 2,000 cubic yards to
be at no cost for 10 years and nore than 2,000 cubic yards woul d
cost the 20 percent.

2:08: 23 PM

COCHAIR FEIGE said it would be fair to say that sonebody using
nmore than 200 but less than 2,000 would not necessarily be a
full -blown sales operation and it could reasonably be assuned to
be a testing or product developnent. An individual in a village
may try to supply just that village. It therefore should be
| eft open that it could be for conmercial use. He asked whet her
he should offer an anmendnent to delete "testing or product
devel opnent” from Conceptual Anmendnent 1 to Amendnent 6.

The conmttee took a brief at-ease.

2:09: 50 PM

REPRESENTATIVE DI CK renoved his objection. There being no
further objection, Conceptual Anmendnent 1 to Anmendnment 6 was

adopt ed.

CO CHAIR FEIGE noved to adopt Anmendnent 2 to Amendnent 6, as
amended.

The conmttee took an at-ease from2:10 p.m to 2:11 p. m

2:11: 09 PM
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CO CHAIR SEATON clarified Amendnment 6 has not yet been adopted
and the commttee has adopted Conceptual Anmendnent 1 to
Amendnent 6.

COCHAIR FEIGE nmoved to adopt Conceptual Anmendnment 2 to
Amendnent 6 to: remove from (f)(2) the phrase "for testing or
product devel opnment”; and replace "5" years with "10" years.

REPRESENTATI VE DI CK obj ected for discussion purposes.
2:13: 09 PM

REPRESENTATI VE DI CK mai ntai ned that 2,000 cubic yards a year is
not very nuch - perhaps a couple hundred dunp trucks. He asked
whet her the committee would agree to 5,000 cubic yards.

REPRESENTATI VE GARDNER commented that by taking out "for testing
or product devel opnent” this would be purely for commercial use.
Allowing that Anendnent 6 is to get sonething going, she asked
at what point the state does not give sonething away that
bel ongs to everybody.

REPRESENTATI VE DI CK conceded it is blurry, but said the idea is
to incentivize that which does not yet exist. Renovi ng testing
and product devel opnent from the |anguage does not nean it is
not going to happen; there is going to be a trenmendous anmount of

testing and product devel opnent. He can see this individual
investing $150,000 in real equipnent and trying to get that
noney back through this operation. He maintained that 2,000

cubic yards would not be commercial because it would only be a
coupl e hundred dunp trucks or |less than one truck per day.

REPRESENTATI VE GARDNER said she would be confortable with a
|arger quantity for a shorter tinme Dbecause if that was
i nadequate the person could conme nake the case.

REPRESENTATI VE DICK said he is willing to discuss nunbers.
2:15:55 PM
CO- CHAIR FEIGE said the concept he is pushing is that anything

less than 200 cubic yards a year is a reasonable anount for
per sonal use. The next gate above that is 2,000 cubic yards a

year. The question is where the appropriate gate is for what
would be considered testing and product developnent because
5,000 cubic yards a year is an awful |ot of testing. Besi des

testing it would also include establishing a market and |ining
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out product transportation to that market. Few people live in
the region being discussed, so 2,000 cubic yards a year will go
a |long way. Once 2,000 cubic yards is exceeded, it wll be
actual sales to people and it would therefore be reasonable to
assess sone kind of a royalty.

REPRESENTATI VE HERRON noted that 2,000 cubic yards per year for

10 years is 20,000 cubic yards total. A friendly conceptua
anendnent could be 4,000 cubic yards per year for 5 years
because it would still be a total of 20,000 cubic yards. There

coul d be two categori es.

REPRESENTATI VE MUNOZ remi nded nmenbers of M. Menefee' s statenent
that there is currently not a commercial market for peat, so 20
percent of the [regional sales price or fair market value] for
that material is going to be very, very cheap.

2:18:26 PM

CO CHAI R SEATON asked whether DNR would interpret that the 2,000
cubic yards would be free and anything above that would fal
into the 20 percent of the regional sales price.

MR. MENEFEE said his interpretation would be four categories,
provided he is understanding all of the anmendnents correctly:
personal use of less than 200 would be free; up to 2,000 would
be free for a certain period of tinme; 2,000-20,000 would be at
20 percent of the fair market value or regional sales price for
a certain period of tinme; and once any of the aforenentioned is
exceeded the price would be at full val ue.

2:20: 31 PM

REPRESENTATI VE HERRON said he thinks Co-Chair Feige is trying to
get to 4,000 per [year] for 5 years, which still Kkeeps the
20, 000. Addressing Representative Mnoz's coment about

determining a value for the peat given there is not currently a
mar ket, he said the value is going to be the sweat equity and
equi pnent put in by the investor to get a business going, not
t he product.

REPRESENTATIVE DICK related that M. Vanderpool has spoken to
DNR in the past, and the problem was that DNR had to set a
val ue. However, there was only one person in the state who was
able to assess the value of peat and that person had only
assessed peat in regard to the road system The assessed val ue
given by that person was prohibitive for M. Vanderpool to even
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get started. Therefore, what is being done here is to cone up
with something that is nore realistic that could function on the
Kuskokwi m and Yukon rivers.

2:22: 14 PM

REPRESENTATI VE GARDNER asked whether M. Vanderpool would be
available to provide an idea of what these proposed quantities
mean to him For exanple, how nuch he is likely to need at the
outset and what would be a successful anmount for him to use
She further asked whether Representative Herron's proposal is
for 2,000 [cubic yards] a year for 10 years or 4,000 a year for
5 years, or is the proposal that just one of those tw elenents
be picked.

REPRESENTATIVE DICK replied that M. Vanderpool told him it
woul d take a m ninum total of 25,000-30,000 cubic yards to find
out whether it is doable.

REPRESENTATI VE GARDNER subsequently suggested that the anount be
a total of 20,000 cubic yards w thout any nention of nunber of
years.

REPRESENTATI VE DI CK said he could live with a first sumtotal of
30, 000 and everything after that to be paid at full val ue.

REPRESENTATI VE GARDNER noted there would then be no need for a
time limt.

2:23: 59 PM

REPRESENTATI VE KAWASAKI, regarding royalty provisions, inquired
whet her there m ght be other statutes where this anendnent woul d
be nore appropriate.

MR. MENEFEE confirnmed there other statutes that have deferred
paynents, but said those statutes are referring to other types
of activities like oil and gas leasing. |In |looking at statutory
construction for how division staff would figure out a process
and what to charge, it would nake sense to put peat in the area
of material and that is what is at hand right now Logi cal |y,
this is the best place in statute to deal wth the peat
guesti on. He said the real issue is that he cannot tell the
commttee whether nowis a good tine to do it.

2:25:27 PM
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REPRESENTATI VE DI CK said he could live with 200 cubic yards per
year for personal use, and for comercial use the first 30,000
free wwth everything after that at full market val ue

CO CHAIR FEIGE withdrew Conceptual Anendnent 2 to Anendnent 6
and noved to adopt Conceptual Anendnent 3 to Anendnent 6, which
would "in [paragraph] (2) delete 'for testing or product
devel opnment', delete '2,000', replace it with "'30,000 total"',
del ete 'per year'".

REPRESENTATI VE GARDNER obj ect ed
2:26:48 PM

CO CHAIR SEATON clarified that adopting Conceptual Amendnent 3
to Amendnent 6 would anend [paragraph 2 in Amendnent 6, as
anended,] to state "for commercial use, not nore than 30,000
total cubic yards at no cost for a period not to exceed 5
years".

REPRESENTATI VE DI CK objected, saying 10 years would be a nore
realistic period.

2:27:36 PM

CO- CHAIR FEIGE nodified his proposal for Conceptual Amendnent 3
to Amendnent 6 to state in paragraph (2) "for commercial use
not nore than 30,000 total cubic yards at no cost for a period
not to exceed 10 years".

CO CHAIR SEATON pointed out that Conceptual Anmendnent 3 to
Amendnent 6 would elimnate the change from "20,000" to "2,000"
cubic yards that was adopted in Conceptual Amendnent 1 to
Amendnent 6.

2:28:22 PM

MR. MENEFEE inquired whether the 20 percent in the original
paragraph (2) of Amendnent 6 would still be there under the
nodi fi ed Conceptual Amendnent 3 to Amendnent 6.

COCHAIR FEIGE said it is still there and needs to be addressed
in the next conceptual anmendnent.

There being no objection, nodified Conceptual Anendnent 3 to
Amendnent 6 was adopt ed.
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2:28:45 PM

CO CHAIR SEATON noted that nodified Conceptual Anmendnent 3 to
Amendrment 6, as adopted, changes Anendnment 6, as anended by
Conceptual Anmendnent 1, by: deleting "for testing or product
devel opnent”, deleting "2,000" and substituting "30,000 total",
del eting "per year", and changing "5" years to "10" years.

The commttee took a brief at-ease.
2: 30: 59 PM

CO- CHAIR FEI GE mai ntained the | anguage needs to be clarified to
delineate that these are "either/or" propositions. He noved to
adopt Conceptual Amendnent 4 to Amendnment 6 which would insert
"or" after [paragraph] 1, as anended, and insert "or" after
[ paragraph] 2, as anended. Thus, an individual could receive
personal use at no cost; or could receive 30,000 cubic yards
over a period of [10] years; or could receive no nore than 2,000
cubi ¢ yards per year, not to exceed 10 years.

CO-CHAIR FEIGE, in response to Representative Gardner, expl ained
that if a person took a total of 30,000 over a period of 10
years that is 3,000 a year. However, the next paragraph states
that for users taking nore than 2,000 cubic yards a year the 20
percent nust be paid. Therefore, it cannot be both of those; it
nmust be one or the other.

2:32:49 PM

CO CHAI R SEATON objected for discussion purposes, stating that
guantity amounts are now being used. So, to nmke things
consistent, the first 30,000 cubic yards would be free, after
that first 30,000 the price would be 20 percent for the next 10
years, and after that 10 years the price would be the regional
sal es price.

CO- CHAI R FEI GE concurr ed.

CO CHAI R SEATON added that with the change in structure a per
year anount would conflict with how everything would work. He
said it i1s now 200 for an individual, up to 30,000 is free for a
comercial operation, after 30,000 the price would be 20 percent
for the next 10 years, and after those 10 years the price would
be the regional sales price.

CO CHAI R FEI GE wi t hdrew Conceptual Amendnent 4 to Anendnent 6
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2:34:31 PM

CO CHAI R SEATON noved Conceptual Amendnment 5 to Anendnment 6 to
insert "or" between the [paragraphs]. He said it would then
read, "for users requiring nore than 30,000 total cubic yards,
the amount of peat required by the user for a period not to
exceed 10 years at the price of" and then continue on at "20
percent of the regional sales price".

There being no objection, Conceptual Anmendnent 5 to Anendnent 6
was adopt ed.

REPRESENTATI VE DI CK thanked the commttee for its work on his
proposed anmendnent .

2:35:29 PM

REPRESENTATI VE KAWASAKI objected to Amendnent 6, as anended,
noting that the entire state has ownership of state-owned
mat eri al s. He pointed out that AS 38.05.555 deals wth
negoti ated sales and personal use of materials and that all of
the text in this statute states the director "my" negotiate
sales and "may" negotiate sales wunder certain circunstances.
However, Anendnment 6 very clearly states that the director
"shall" negotiate the sales and "shall" provide under the
vari ous circunstances which the commttee has just amended. He
said he objects to that sort of principle because the director
should have sone latitude 1in naking those discretionary
negoti ati ons. He noved to adopt Conceptual Anmendnent 6 to
Amendnent 6 that would strike "shall"” in line 4 and line 6 and
insert "may".

REPRESENTATI VE DI CK obj ected for discussion purposes, expressing
his fear that future DNR staff may not be as friendly as the
current staff in regard to this issue; continuing with "shall"
would put a degree of «certainty into this provision. He
mai ntai ned that any loss to the State of Al aska would be next to
nothing and iif any problens developed in the future the
| egi sl ature could step in.

2:39: 05 PM
CO CHAI R SEATON requested that DNR offer its coment on "shall"”
and "may", given that peat sales could occur throughout the

state, not just in Representative Dick's district. He pointed
out that while the intent is to incentivize this in rural Al aska
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it would apply to all of Alaska, so sone discretion is needed
because this could happen in an urban area |ike Fairbanks.

MR. MENEFEE replied that DNR would prefer "nay" because no
matter how nmuch the departnent tries it cannot anticipate all of
the scenarios than can play out. For exanple, under "shall" the
indication is that DNR would have to provide peat to soneone
wanting to develop it in an area such as Juneau, even though a

best interest decision nust still cone in which the division
director nust decide whether it is in the state's best interest
to sell the peat in the first place; there could be other
conpeting uses for the |and. "May" gives the flexibility to

determine in the best interest decision whether it is a good
idea to sell the peat in the first place.

2:42: 08 PM

REPRESENTATI VE DI CK renoved his objection. There being no
further objection, Conceptual Anmendnent 6 to Amendnent 6 was
adopt ed.

The conmttee took a brief at-ease.

COCHAIR FEIGE noved to report HB 361, as anended, out of
conmttee with individual recomendations and the acconpanying
fiscal notes. There being no objection, CSHB 361(RES) was
reported fromthe House Resources Standing Commttee.

The committee took an at-ease from2:43 p.m to 2:47 p. m

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

2:47:57 PM

CO- CHAI R SEATON announced that the final order of business would
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 commttee was the proposed comittee

substitute, Version D, labeled 27-LS1193\D, Naunman/Bull ock
3/2/12, adopted as the working docunent and anended by
Conceptual Amendnent 1 on 3/12/12.]

2:48: 21 PM

JANE PI ERSON, Staff, Representative Steve Thonpson, Al aska State
Legi sl ature, on behalf of Representative Thonpson, joint prine
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sponsor, explained that Conceptual Anmendnent 1, adopted on
3/ 12/ 12, woul d del ete subsection "(c)" fromline 17 of page 2.

CO CHAI R SEATON added that Conceptual Anendnent 1 would also
take out "(7)" from line 17 of page 2. He asked whether Ms.
Pi erson wi shed to offer any other anendnents to the bill.

M5. PIERSON replied she has no further anmendnents to offer, but
reported that the Departnent of Revenue (DOR) is working through
some non-substantive changes to provide a bit of clarity.
O herw se, she added, DOR is in agreenent with the wording.

2:49: 20 PM

CO- CHAIR SEATON invited the Departnent of Revenue to provide
t esti nony.

JOHN LARSEN, Audit Master, Tax Division-Production Audit G oup
Department of Revenue (DOR), noted that in sonme of the proposed
basin areas there are existing exploration licenses that could
be converted to a lease without a conpetitive bid; therefore,
the departnment would like to point out that HB 276 could be
percei ved as special purpose |legislation. Also, he pointed out,
HB 276 was nodel ed after the Cook Inlet jack-up rig credit which
had a 50 percent repaynent provision, and while that was in the
original version of HB 276 it is not in this current version.

REPRESENTATI VE HERRON requested an explanation of specia
i nterest.

MR. LARSEN replied the word he used was special "purpose". He
said the concern is that in sone of the basin areas there are
existing exploration |icenses issued by the Departnent of
Natural Resources (DNR) and an exploration 1license can be

converted to a Jlease wthout having to go through the
conpetitive bid process.

2:51:51 PM

COCHAIR FEIGE inquired which basins are being talked about
besi des the Nenana Basi n.

MR. LARSEN responded there are as nmany as four exploration
licenses in the Nenana Basin.

CO- CHAI R SEATON clarified that HB 276 would not elim nate people
from applying for exploration I|icenses which can then get
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converted to | eases without a conpetitive bid process. The bill
woul d not change exploration license provisions or elimnate
future exploration |icenses frombeing applied for.

CO- CHAIR FEI GE asked whether there are any active exploration
licenses in basins designated by HB 276, other than the Nenana.

MR. LARSEN said he wll check with DNR and get back to the
comm ttee.

2:53:48 PM

REPRESENTATI VE = KAWASAKI inquired whether the tax credits
proposed by HB 276 can be stacked with credits for research and
devel opnent (R&D), corporate income tax credits, and credits
under AS 43.55. 023.

MATTHEW FONDER, Director, Anchorage Ofice, Tax Division,
Department of Revenue (DOR), replied that should HB 118 pass,
page 2, subsection (d), of the that bill specifies that if a
credit is taken for R& the person would be ineligible for any
other credit under Title 43, which would include any oil and gas
tax credits or any other tax credits.

2:55:30 PM
CO- CHAI R SEATON [ opened public testinony].

ELI ZABETH SAADULI K HENSLEY, Corporate and Public Policy Liaison,
NANA Regi onal Corporation, offered NANA's support for HB 276 and
expressed the corporation's appreciation for the collaboration
involved in creating the bill.

CO CHAI R SEATON cl osed public testinony after ascertaining that
no one else wished to testify.

2:57: 00 PM

REPRESENTATI VE KAWASAKI drew attention to page 4, |ines 14-16,
and page 5, lines [21]-22, and inquired about use of the word
"shal | ".

CO CHAI R SEATON read aloud from page 5, lines 21-23: "Before

approving a seismc exploration project, the comm ssioner shall
make an affirmative finding that the seismc exploration project
is in the best interest of the state". He understood this
| anguage to nmean that the commssioner mnust nake this
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affirmative finding before a seisnmic exploration project can be
appr oved.

M5. PIERSON interjected that the |anguage says this credit shall
be approved before the credit will be avail able.

CO- CHAIR FEI GE added that the intent and reason for "shall" is
that the applicant is being asked to apply to DNR and the
departnment wi Il approve the proposal in order for the applicant
to get a credit, as opposed to sonmeone conducting seismc
anywhere around the state that he or she wants to. |If the state
is going to spend the noney to grant the credit then the state
must nake sure that it is in the best interest of the state and
that it is in a reasonable |ocation

2:59:46 PM

REPRESENTATI VE KAWASAKI pointed out that on page 5 the word
"shall" is used and on page 4 the word "nust"” is used, which he
said is confusing if the language is basically the same for the
best interest findings for both exploration wells and for
exploration drills.

CO CHAIR SEATON agreed and asked whether the sponsor had a
reason for this difference.

CO-CHAIR FEICGE said he thinks it neans the sane.
CO- CHAI R SEATON concurr ed.

M5. PIERSON confirnmed it neans the sane. She said she has been
working with two different drafters and it is just use of the
Engl i sh | anguage.

CO CHAI R SEATON noted this is a work draft and that a conmmttee
substitute (CS) will be comng out in which the |anguage can be
made parallel. He asked Representative Kawasaki whether this
woul d be sufficient.

REPRESENTATI VE KAWASAKI responded that it woul d.

3:01:14 PM

REPRESENTATI VE KAWASAKI drew attention to the |anguage regarding
experience and safety records on page 4, line 19, and on page 5,

line [26]. He asked how that would be applied and whet her that
i s language used in other |ease terns.
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M5. PIERSON answered that this language is also used in AS
43. 55. 025. She explained DNR wants to ensure that the people
out there are actually qualified and have background in doing
this.

3:02:51 PM

COCHAIR FEIGE noved to report HB 276, version 27-LS1193\D,
Nauman/ Bul | ock, 3/2/12, as anended, out of committee wth
i ndi vidual recommendations and the acconpanying tw fiscal
not es. There being no objection, CSHB 276(RES) was reported
fromthe House Resources Standing Comm ttee.

3:03:41 PM

ADJ QURNVENT

There being no further business before the conmttee, the House
Resources Standing Commttee neeting was adjourned at 3:03 p. m
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