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COWM TTEE CALENDAR

SPONSOR SUBSTI TUTE FOR HOUSE BILL NO. 4

"An Act relating to the Al aska Gasline Devel opnent Corporation;
maki ng the Al aska Gasline Devel opnent Corporation, a subsidiary
of the Al aska Housi ng Finance Corporation, an independent public
corporation of the state; establishing and relating to the in-
state natural gas pipeline fund; mking certain information
provided to or by the Al aska Gasline Devel opnment Corporation and
its subsidiaries exenpt from inspection as a public record;
relating to the Joint |In-State Gasline Developnment Team
relating to the Al aska Housing Finance Corporation; relating to
the price of the state's royalty gas for certain contracts;
relating to judicial review of a right-of-way |ease or an action
or decision related to the devel opnent or construction of an oil
or gas pipeline on state land; relating to the |ease of a right-
of-way for a gas pipeline transportation corridor, including a
corridor for a natural gas pipeline that is a contract carrier;
relating to the cost of natural resources, permts, and |eases
provided to the Al aska Gasline Devel opnent Corporation; relating
to procurenent by the Al aska Gasline Devel opnent Corporation;
relating to the review by the Regulatory Conm ssion of Al aska of
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natural gas transportation contracts; relating to the regulation
by the Regulatory Conmm ssion of Alaska of an in-state natural
gas pipeline project developed by the Al aska Gasline Devel opnent
Corporation; relating to the regulation by the Regulatory
Comm ssion of Alaska of an in-state natural gas pipeline that
provi des transportation by contract carriage; relating to the
Al aska Natural Gas Developnent Authority; relating to the
procurenent of certain services by the Al aska Natural Gas
Devel opment Authority; exenpting property of a project devel oped
by the Al aska Gasline Developnent Corporation from property
taxes before the comencenent of commercial operations; and
providing for an effective date."

- HEARD & HELD

HOUSE BI LL NO. 77

"An Act relating to the Alaska Land Act, including certain
aut hori zations, contracts, |eases, pernmts, or other disposals
of state l|land, resources, property, or interests; relating to
authorization for the use of state land by general permt,;
relating to exchange of state land; relating to procedures for
certain admnistrative appeals and requests for reconsideration
to the conmi ssioner of natural resources; relating to the Al aska
Water Use Act; and providing for an effective date.”

- HEARD & HELD
PREVI QUS COW TTEE ACTI ON
BILL: HB 4

SHORT TI TLE: | N- STATE GASLI NE DEVELOPMENT CORP
SPONSOR(s) : REPRESENTATI VE(s) HAWKER, CHENAULT

01/ 16/ 13 (H) PREFI LE RELEASED 1/ 7/ 13
01/ 16/ 13 (H) READ THE FI RST TI ME - REFERRALS
01/ 16/ 13 (H) RES, FIN

01/30/ 13 (H) SPONSOR SUBSTI TUTE | NTRODUCED
01/30/ 13 (H) READ THE FI RST TIME - REFERRALS
01/ 30/ 13 (H) RES, FIN

02/ 04/ 13 (H) RES AT 1:00 PM BARNES 124

02/ 04/ 13 (H) Heard & Hel d

02/ 04/ 13 (H) M NUTE( RES)

02/ 06/ 13 (H) RES AT 1:00 PM BARNES 124

BILL: HB 77
SHORT TITLE: LAND DI SPOSALS/ EXCHANGES; WATER RI GHTS
SPONSOR(s): RULES BY REQUEST OF THE GOVERNCR
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01/ 18/ 13 (H) READ THE FI RST TIME - REFERRALS
01/ 18/ 13 (H) RES

01/ 30/ 13 (H) RES AT 1: 00 PM BARNES 124

01/ 30/ 13 (H) Heard & Hel d

01/ 30/ 13 (H) M NUTE( RES)

02/ 01/ 13 (H) RES AT 1: 00 PM BARNES 124

02/ 01/ 13 (H) Heard & Hel d

02/ 01/ 13 (H) M NUTE( RES)

02/ 06/ 13 (H) RES AT 1: 00 PM BARNES 124

W TNESS REG STER

RENA DELBRI DGE, St aff

Representati ve M ke Hawker

Al aska State Legislature

Juneau, Al aska

PCSI TI ON  STATEMENT: Speaking on behalf of the joint prine
sponsors, Representatives Chenault and Hawker, continued review
of the sectional analysis of SSHB 4.

FRANK RI CHARDS, Manager

Pi pel i ne Engi neering & Governnent Affairs

Al aska Gasline Devel opnent Corporate (AGDC)

Al aska Housi ng Fi nance Corporation (AHFC)

Depart nent of Revenue (DOR)

Anchor age, Al aska

PCOSI TI ON  STATEMENT: During hearing of SSHB 4, answered
guesti ons.

DAN FAUSKE, President

Al aska Gasline Devel opnent Corporation (AGDC)

CEQ Executive Director

Al aska Housi ng Fi nance Corporation (AHFC)

Depart ment of Revenue (DOR)

Anchor age, Al aska

PCSI TI ON  STATEMENT: During hearing of SSHB 4, answered
guesti ons.

LAURA STATS
Juneau, Al aska
PCSI TI ON STATEMENT: Testified in opposition to HB 77.

JAMES SULLI VAN, Legislative Organizer

Sout heast Al aska Conservation Council (SEACC)
Juneau, Al aska

POSI TI ON STATEMENT: Proposed an anendnent to HB 77.
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GUY ARCHI BALD, M ning and Cl ean Water Coordi nator

Sout heast Al aska Conservation Council (SEACC)

Juneau, Al aska

POSI TI ON STATEMENT: Recommended that HB 77 be anended or not
passed.

REBECCA SEGAL

Al askans for Responsible M ning (ARM

Juneau, Al aska

PCOSI TI ON STATEMENT: Testified in opposition to HB 77.

Rl CK ROCGERS, Executive Director

Resource Devel opnent Council for Alaska, Inc. (RDC)
Anchor age, Al aska

PCOSI TI ON STATEMENT: Testified in support of HB 77.

RACHAEL PETRO, President/ CEO

Al aska State Chanber of Commerce

Anchor age, Al aska

POSI TI ON STATEMENT: Testified in support of HB 77.

ACTI ON NARRATI VE
1: 03: 25 PM

COCHAIR DAN SADDLER called the House Resources Standing
Committee neeting to order at 1:03 p.m Representatives Seaton,
Tarr, dson, Feige, and Saddler were present at the call to
order. Representatives P. WIson, Tuck, and Johnson arrived as
the neeting was in progress. Representati ves Chenault and
Josephson were al so present.

HB  4-1 N-STATE GASLI NE DEVELOPMENT CORP

1: 03: 47 PM

CO- CHAI R SADDLER announced that the first order of business is
SPONSOR SUBSTI TUTE FOR HOUSE BILL NO 4, "An Act relating to the
Al aska Gasline Developnment Corporation; nmaking the Al aska
Gasline Devel opnment Corporation, a subsidiary of the Al aska
Housi ng Finance Corporation, an independent public corporation
of the state; establishing and relating to the in-state natural
gas pipeline fund; making certain information provided to or by
the Al aska Gasline Devel opnment Corporation and its subsidiaries
exenpt from inspection as a public record; relating to the Joint
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In-State Gasline Developnent Team relating to the Al aska
Housi ng Finance Corporation; relating to the price of the
state's royalty gas for certain contracts; relating to judicia
review of a right-of-way |ease or an action or decision related
to the devel opnent or construction of an oil or gas pipeline on
state land; relating to the lease of a right-of-way for a gas
pi peline transportation corridor, including a corridor for a
natural gas pipeline that is a contract carrier; relating to the
cost of natural resources, permts, and |eases provided to the
Al aska Gasline Devel opnent Corporation; relating to procurenent
by the Alaska Gasline Devel opnent Corporation; relating to the
review by the Regulatory Commission of Alaska of natural gas
transportation contracts; relating to the regulation by the
Regul atory Comm ssion of Alaska of an in-state natural gas
pi peline project developed by the Al aska Gasline Devel opnent
Corporation; relating to the regulation by the Regulatory
Comm ssion of Alaska of an in-state natural gas pipeline that
provi des transportation by contract carriage; relating to the
Al aska Natural Gas Devel opnent Authority; relating to the
procurenent of certain services by the Alaska Natural Gas
Devel opnent Authority; exenpting property of a project devel oped
by the Al aska Gasline Devel opnment Corporation from property
taxes before the comrencenent of comrercial operations; and
providing for an effective date."

1: 04: 13 PM

RENA DELBRI DGE, Staff, Representative M ke Hawker, Alaska State
Legi slature, on behalf of Representatives M ke Chenault and M ke
Hawker, joint prine sponsors of SSHB 4, continued review of the
sectional analysis of SSHB 4, directing attention to Section 3,
which <creates the Alaska Gasline Developnent Corporation's
(AGDC) corporate identity in statute, including its powers,
responsibilities, and duties. She paraphrased from page 5 of
the sectional analysis [original punctuation provided]:

Sec. 31.25.180, Validity of pledge, declares as valid
and binding any pledge of assets or revenue of the
corporation to paynent or interest.

(From AHFC 18.56.120. This is a standard statenent
that |enders need to see. It assures |enders that AGDC
has the statutory authority to pledge revenue; in
turn, that protects AGC contracts under the U S.
Constitution contracts clause so that future state
| egi sl ative action cannot vi ol ate prot ect ed
contracts.)
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Sec. 31.25.190, Capital reserve funds, allows AGDC to
establish capital reserve funds to secure its
obligations, and directs fund nanagenent. Requires
annual reports to the governor and | egislature.

(From AHFC 18.56.125 with structural nodifications per
| egal counsel. This section includes a noral, but not
|l egal, obligation of the state to replenish, if
necessary, a reserve fund created to cover interest
paynents due on bonds.)

Sec. 31. 25. 200, Renedi es, permts enforcenent of
rights by those hol di ng AGDC obligations.

(From AHFC 18.56.130 with structural changes by | egal
counsel . Lenders need to see this standard statenent.)

Sec. 31.25.210, Negotiable instrunments, declares that
obligations are prom ses to pay an anount of noney.

(From AHFC 18.56.135. This is a standard statenent
that | enders need to see.)

M5. DELBRIDGE noted that proposed "Sec. 31.25.200 and Sec.
31.25.210" are a standard bond authority termthat |enders would
want to see within the bonding statutory authority.

1: 06: 58 PM

MS. DELBRIDGE continued her review of the sectional analysis
from whi ch she paraphrased [original punctuation provided]:

Sec. 31.25.220, Obligations eligible for investnent,
AGDC obligations as legitinmate investnents.

(From AHFC 18.56.150. This allows investnent in AGDC
bonds by the state and by other private institutions
in the state.)

M5 DELBRI DGE expl ained that the aforenmentioned proposed statute
provi des that Al aska banks and others with fiduciary duties to
their investors can buy into these bonds. She characterized it
as a certified investnment. Returning to the sectional analysis
from whi ch she paraphrased [original punctuation provided]:
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Sec. 31.25.230, Refunding obligations, permts the
corporation to refund obligations and provides
direction for managi ng refunds.

(From AHFC 18.56.160. This is a standard statenent
that |lenders need to see. Bond refinancing is conmon.
As refinancing occurs, this section allows AGC to
refund prior obligations.)

M5. DELBRIDGE stated that refinancing is comon with revenue
bonds, and therefore there needs to be the ability to refund
their previous obligations as the new ones are assuned.

1: 07: 55 PM

REPRESENTATI VE SEATON, regarding refunding of obligations, posed
a scenario in which there is a takeover of those obligations
such that the noney is refunded to AGDC. If there is an actua
refund, he asked if the noney would stay in AGC or return to
the general fund if it is advanced.

M5. DELBRIDGE related her wunderstanding that because AGC is
exenpt from the Executive Budget Act under this legislation, the
noney does not necessarily return to the general fund. She
offered to obtain a nore definitive answer on that question.

1: 08: 44 PM

M5. DELBRIDGE returned to the sectional analysis from which she
par aphrased [original punctuation provided]:

Sec. 31.25.240, Credit of state not pledged, prohibits
AGDC from ©pledging the state’'s credit. AGDC
obligations are limted to AGDC s backi ng.

(From AHFC 18. 56. 170)

1: 08: 57 PM
Sec. 31.25.250, Limtation on personal liability,
protects corporation officers frompersonal liability.

( Fr om AHFC 18. 56. 180)

M5. DELBRIDGE said that there is an expectation that this
provi sion should be valuable in ternms of attracting qualified
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board nenbers. She then returned to the sectional analysis from
whi ch she paraphrased [original punctuation provided]:

Sec. 31.25.260, Tax exenption, exenpts AGC from
paying state and |ocal taxes on corporation property
or property incone.

(From AHFC 18.56.190. This exenption applies to the
cor porati on. The state and | ocal property tax
exenption in HB 4, section 32, applies to a project
owned or financed by, in whole or in part, AGDC. )

Sec. 31.25.270, Annual report, requires an annual
report to the governor, legislature and public,
i ncl udi ng an i ndependent audited financial statenent.

(From AHFC 18.56.200; omts an additional reporting
requi renent for nortgage | oans investnents.)

1: 09: 47 PM

REPRESENTATI VE SEATON asked whether the property would be tax
exenpt if AGDC beconmes a partner in a property. He recalled
that there is a provision [in SSHB 4] that [such property] would
be exenpt wuntil conmmercial operation began. However, this
proposed provision, Sec. 31.25.260, would exenpt the property
fromall taxation for the life of the project.

M5. DELBRI DGE indicated that both [exenptions] exist. Later in
the bill is a provision that would exenpt any AGDC partnership
property, that is a pipeline in which ADG is involved
regardless of the ownership, from paying state and |ocal
property taxes during construction. Wthin its corporate
authority, any property AGC has is always exenpt when it is the
owner of the property. Ms. Delbridge said that it is fairly
standard within the state that one state entity does not tax
another state entity, which is why it is included in the
cor porate provision.

1:11: 07 PM

REPRESENTATI VE SEATON requested a legal analysis regarding this
tax exenption. For instance, he asked whether the Ketchikan
Shipyard for which the state is a partner with the Al aska
| ndustrial Devel opnent and Export Authority (Al DEA) woul d becone
a nontaxable entity. Representative Seaton said that he had no
problem with a tax exenption during construction, but providing
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one project a conpetitive advantage over another project that is
not financed by the state would essentially be picking w nners
and losers in the comercial realm

M5. DELBRIDGE agreed to provide confirmation as to how this
provi sion would play out.

REPRESENTATI VE SEATON agreed that is what he is seeking, as well
as the |limtations as far as the partnership and whether it
woul d change the conpetitive status between a project financed
by AGC and a project independently. Al though he did not
believe that to be the case, he expressed the need to be sure.

1:12: 51 PM

CO- CHAIR SADDLER inquired as to which section of SSHB 4 has the
provi sion regardi ng exenpti on of AGDC partnerships.

M5. DELBRIDGE specified that the property tax exenption is in
Section 34, which is an exenption of AGC owned or financed
project from state and | ocal property taxes during construction.
The sponsors included this provision in SSHB 4 because it is one
way the state, having declared AGC its designee to do pipeline
projects that are in the interest in the state, can help the
proj ect succeed by keeping costs down and not taking taxes from
it during the critical period when risk is high.

1:13: 45 PM

REPRESENTATI VE TARR inquired as to the anount of |ost revenue to
the state due to the aforenenti oned property tax exenption.

M5. DELBRI DGE deferred to the AGDC representative.
1:14: 22 PM

FRANK RI CHARDS, Manager, Pipeline Engineering & Governnent
Affairs, Alaska Gasline Devel opnent Corporation (AGC), Al aska
Housi ng Fi nance Corporation (AHFC) Departnent of Revenue (DOR),
said that although he did not have those nunbers, he recalled
that the taxation rate is about 20 mlls. He offered to nake
the cal culations and provide the information to the conmttee.

1:14: 46 PM

V. DELBRI DGE continued paraphrasing from the sectional
anal ysis, as follows [original punctuation provided]:
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Sec. 31.25.270, Annual report, requires an annual
report to the governor, legislature and public,
i ncl udi ng an i ndependent audited financial statenent.

(From AHFC 18.56.200; omts an additional reporting
requi renent for nortgage | oans investnents.)

Sec. 31.25.390, Definitions.

M5. DELBRIDGE infornmed the conmttee that definitions in SSHB 4
were from pieces of the former AS 38.34 statute, which was
created through the passage of House Bill 369 [from the 26th
Al aska State Legislature].

1: 15: 22 PM

M5. DELBRIDGE then nobved on to Section 4 of SSHB 4 and
par aphrased from the sectional analysis [original punctuation
provi ded] :

Section 4 (procurenent code exenption), adds new paragraphs
to AS 36.30.850(b), Public Contracts, State Procurenent
Code, Application of this chapter, exenpting AGC, its
subsi di ari es, and ANGDA  contracts from the state
procurenent code. The exenption is reinforced in AGC s
statutes (HB 4 Section 3) and in ANGDA's statutes (HB 4
Section 22).

1:15: 50 PM

REPRESENTATI VE TUCK asked why AGDC is being placed under the
Departnment of Commerce, Community & Econonmic Devel opnent ( DCCED)
rather than the Departnent of Transportation & Public Facilities
(DOT&PF), which already has a solid procurenment system in place
and is an agency that deals wth infrastructure. He
characterized this as "quite a piece of infrastructure." He
recalled that the Alaska Energy Authority (AEA) does not have
subsidiary powers, and then asked whether DCCED has subsidiary
power s.

V5. DELBRIDGE replied that she is unsure as to whether DCCED has
subsi diary powers, but suggested that it probably does not as it
is a departnment not a corporation. Wth regard to why AGDC was
pl aced under DCCED, she related the sponsors' belief that in-
state gasline projects are about nore than sinply the project
constructi on. Such in-state gasline projects are about putting
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together the financial deal and terns and negotiate with nany
di verse conmercial entities. Putting together a package is of
as great inportance as the construction process and DCCED fully
represents the benefits to the state the sponsors believe AGC
will bring in comerce, econonmc devel opnent, and devel oping
communi ties.

1:17: 36 PM

REPRESENTATI VE TUCK rel ated his understanding that M. Del bridge
will provide the conmttee with a witten explanation as to why
the state's procurenment codes do not work for a project such as
this.

M5. DELBRI DGE replied yes.
1:18: 16 PM

M5. DELBRIDGE, returning to the sectional analysis, directed
attention to Section 5 [original punctuation provided]:

Section 5 (RCA accounting, conformng) anends AS
37.05.146(c)(22), Public Finance, Fiscal Procedures
Act, Definition of program receipts and non-general
fund programreceipts.

V5. DELBRI DGE explained the RCA collects fees fromthe entities

it regulates wunder its regulatory franmework. The fees are
intended to cover the RCA's costs, and therefore are not
accounted for within the general fund. This | egislation adds

anot her kind of regulatory framework to the RCA's jurisdiction

and thus this new framework, Chapter 42.08, needs to be added to
the regulatory frameworks from which the RCA can collect fees
W thout being subject [to being placed] back in the general
fund.

1:19: 04 PM

VS. DELBRI DGE continued paraphrasing from the sectional
anal ysis, which read [original punctuation provided]:

Section 6 (gas or electric wutilities, conform ng)
anends AS 38.05.180 (bb)(1), Public Land, Al aska Land
Act, Ol and gas and gas only leasing, to conformwth
Section 11 creating covenants specific to a contract
carrier pipeline.
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MS. DELBRI DGE explained that since a second set of covenants
reflecting contract carriage has been created, statute referring
to covenants for a comon carrier would have to now include the
[ second set of covenants].

1: 20: 14 PM

M5. DELBRIDGE, returning to the sectional analysis, directed
attention to the follow ng [original punctuation provided]:

Section 7 (definitions)repeals and reenacts AS
38.34.099, Public Land, In-State Natural Gas Pipeline,
Definitions, to refer to the definitions in the new
31.25 (HB 4, Section 3).

This relocates definitions relevant to AGDC from the
In-State Natural Gas Pipeline statute -created by
[ House Bill] 369 in 2010 - to the AGDC corporate
statute in Section 3. As portions of the In-State
Natural Gas Pipeline statute remains, this section
refers to the new | ocation for definitions.

M5. DELBRI DGE pointed out that when House Bill 369 passed, AS
38.34 was created and included definitions specific to this type
of a project and AGC s work. Since a new corporate structure
for AGDC has been created in statute, the definitions have been
nmoved into that new corporate structure for AGDC. She then
continued to paraphrase fromthe sectional analysis:

Section 8 (right-of-way |eases, conformng) anmends AS
38.35.100(d), Public Land, Right-of-Way Leasing Act,
Decision on application, to conform to Section 11

right-of-way | easing for a contract carrier

Section 9 (right-of-way |eases, conform ng) anends AS
38.35.120(a), Public Land, Right-of-Way Leasing Act,
Covenants required to be included in |ease, to conform
to Section 11, right-of-way leasing for a contract
carrier.

Section 10 (right-of-way |eases, conform ng) anends AS
38.35.120(b), Public Land, Right-of-Way Leasing Act,
Covenants required to be included in |ease, to conform
to Section 11, right-of-way leasing for a contract
carrier.
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Section 11 (contract carrier covenants) adds a new
section to AS 38.35, Public Land, Ri ght-of-Wy Leasing
Act, to establish covenants for a contract carrier gas
pipeline. This section does not alter the existing
covenants in the Right-of-Way Leasing Act. A carrier
must agree to abide by the covenants in order to
receive a state right-of-way lease. O 14 existing
covenants for common carriers, 11 still apply to a
contract carrier. The others are adapted to reflect
contract carrier principles, while retaining the
policy that pipelines on state rights-of-way should
encour age broader devel opnent of oil and gas resources
by expandi ng when conmmrercial opportunities exist and
shi ppi ng w t hout unreasonabl e discrimnation.

1: 21: 04 PM

M5. DELBRI DGE expl ained that a carrier would apply to the state
for a right-of-way |ease, wunder either the comon carrier

covenants or the contract carrier covenants. A great deal of
negotiating and application is involved before the conm ssioner
grants the right-of-way | ease. Addressing the new covenants,

she said any pipeline wanting to apply as a contract carrier for
a state right-of-way | ease could apply under these covenants as
they are not specific only to AGDC The contract «carrier
covenants are very simlar to the conmmon carrier covenants as
they require services from the pipeline be offered wthout
unr easonabl e discrim nation. Therefore, the laws of the state
must be followed and one nmust not abandon a pipeline until
appropriate and clean up any damages. Ms. Del bridge noted that
there are sone key differences in that the conmmon carrier
covenants require expansion as deened necessary by the RCA while
the new contract covenants respect that under the regulatory
framework the contracts between a shipper and a pipeline have
been used to set the terns for such things as expansions. Thus,
expansions are still required for a contract carrier, but when
t hat carrier is presented with a comercially feasible
opportunity to expand and not sinply do so when told to by
anot her body.

1:22:56 PM
REPRESENTATI VE SEATON, noting there are a nunber of contract
carriers on the Kenai Peninsula, inquired as to whether an

application can be nade to change from a comon carrier pipeline
to a contract carrier pipeline.
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M5. DELBRIDGE said she believes that would largely be left to
the Departnment of Natural Resources (DNR) to govern how they
woul d manage applications to anend existing right-of-way |eases.
She opined that it is a very long and conpl ex process. She then
noted that the DNR conmmi ssioner always retains the authority to
deci de whether or not an applicant should be issued a right-of-
way | ease under whatever set of covenants they apply. The DNR
conmi ssioner, in issuing a lease, determnes the kind of a
pi peline [the applicant is].

1: 25: 00 PM

REPRESENTATI VE SEATON surmised that this authority may provide
pipelines the ability to reapply for existing pipelines and
change gas pipelines from common carrier to a contract carrier
pi pel i ne.

M5. DELBRIDGE said she understands the question, but does not
know the existing DNR process for anmending a right-of-way |ease,
particularly when the covenants are a key part of that |ease
"It's not a small nodification," she stated.

1:25: 53 PM

M5. DELBRIDGE returned to the sectional analysis [original
punct uation provided]:

Section 12 (right-of-way |eases, costs) adds a new
subsection to AS 38.35.140, Public Land, Right-of-Wy
Leasing Act, Paynent of rental and costs, requiring a
right-of-way | ease to be issued at no cost to AGDC.

This reinforces in the Right-of-Wy Leasing Act the
provision in HB4, Section 3 (31.25.090, |Interagency
cooperation; confidentiality) that |eases should be
made at no rental fee/cost to AGDC.

M5. DELBRIDGE highlighted that currently AGDC is paying close to
$200, 000 annually for each right-of-way | ease it has through the
state. Again, if, through SSHB 4, the legislature finds that
AGDC is doing gas pipelines in the best interest of the state,
it is perhaps, in the sponsors' view, not productive to have to
pay a fee to a state agency as a |lease paynent. In response to
Co-Chair Saddler, she specified that the current annual paynent
is $180, 000.

1: 26: 49 PM

HOUSE RES COW TTEE -14- February 6, 2013



M5. DELBRIDGE continued review of the sectional analysis
[original punctuation provided]:

Section 13 (judicial review) adds new subsections to
AS 38.35.200, Public Land, Ri ght-of-Way Leasing Act,
Judicial review of decisions of comm ssioners on
application, limting judicial review of state |ease,
perm t or other authorization decisions. C ai s
challenging this provision nust be brought within 60
days of the effective date of HB 4; future clains
alleging a constitutional violation must be brought
within 60 days of the action and mnmust be filed in
superior court. The court may not grant injunctive
relief.

One of t he significant risks in megapr oj ect
devel opnent is costly delays triggered by |awsuits
and/or injunctive relief while a lawsuit is being
decided. There is precedence for limting injunctive
relief on projects the state determnes are in the
best interests of the public (TAPS and the federal
Al aska Natural Gas Pipeline Act of 2004).

1:27: 36 PM

REPRESENTATI VE TARR questioned whether the |egislature has the
ability to limt the judicial branch in terns of timng,
particularly on a constitutional issue. She asked if soneone

with the Departnent of Law (DOL) is present to address her
guesti on.

M5. DELBRI DGE answered that no one with DOL is present today.
However, she offered that there are other instances in which
judicial review has been limted. Judicial review was |imted
for the Trans-Alaska Pipeline System (TAPS) and on federal
deci sions through the Alaska Natural Gas Pipeline Act of 2004.
The intent is that in those instances in which the state has
declared sonething in the best interest of the public of the
state, it is reasonable to place boundaries on the process of
objecting to those activities.

CO-CHAIR SADDLER said the committee could invite DOL to answer
t hat question and ot hers.

1: 28: 49 PM
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M5. DELBRIDGE returned to the sectional analysis [original
punct uation provided]:

Section 14 (personnel act exenption) exenpts AGC and
subsidiaries from AS 39.25.110, Public Oficers and
Enpl oyees, State Personnel Act, Exenpt service. This
exenption is reinforced in AGDC s corporate statutes.

1: 29: 12 PM

COCHAIR FEIGE inquired as to the reasoning behind Section 14.
More specifically, he asked whether Section 14 is in place to
pay people what they are worth or get outside of the salary
scal es the State Personnel Act requires.

M5. DELBRIDGE confirmed that AGDC expects to need to hire a
nunber of experts in particular fields, and thus needs to be
conpetitive with the private sector entities with which it wll
work to put the pipeline together.

1: 29: 45 PM

M5. DELBRIDGE continued review of the sectional analysis
[original punctuation provided]:

Section 15 (public officials disclosures) nakes the
board of directors of AGDC and subsidiaries subject to
public official financial disclosure rules in AS
39. 50. 200, Public Oficers and Enpl oyees, State
Personnel Act, Definitions.

1: 30: 08 PM

REPRESENTATI VE SEATON inquired as to whether nenbers of the
board of directors are considered enployees, and therefore
exenpt as wel | .

M5. DELBRIDGE specified that the nenbers of the board of
directors are not enployees of the corporation. The board of
directors receives conpensation per day on official board
busi ness and receives per diem and travel when needed to do so
for board neetings. The nenbers of the board of directors are
not sal ari ed.

1: 31: 10 PM
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CO CHAI R SADDLER pointed out that the legislation includes many
provisions in which expediency and inportance of the project
have notivated sone exenptions and streamining limtations,
whereas Section 15 seens to be contrary to that. Therefore, he
inquired as to the reasoni ng behind [ Section 15].

M5. DELBRI DGE opined that the sponsors have tried to balance
being responsible to Al askans while at the sanme tine providing
for expediency and elimnate road bl ocks. The sponsors believe
that Al askans need to know whether the board nenbers have any
financial interests that would cause a conflict.

CO-CHAIR SADDLER noted his agreenent with such public
di scl osure, but cauti oned that the expansion of public
di scl osure to other boards and conm ssions service has tended to
inhibit people from serving, and thereby limting the nunber of
appl i cants.

1: 32: 28 PM

REPRESENTATI VE TARR asked if there is a conflict of interest
that one could foresee that would cause a board nenber to be
di sm ssed.

V5. DELBRI DGE expl ained that the governor appoints the nenbers
of this board and they can be renoved for cause by the governor.
Part of the reason for Section 15, she opined, is that there
seens to be less of a genuine conflict of interest once one
publicly discloses a conflict of interest.

1: 33: 09 PM

CO- CHAIR SADDLER asked if there is a provision allow ng ACDC
board nenbers to exenpt thenselves from a vote if there is a
conflict, as is the case in the |egislature.

M5. DELBRI DGE replied no.

COCHAIR SADDLER then asked whether that would cause any
problenms with the voting of the board.

M5. DELBRIDGE clarified that the majority of the board, three
nmenbers, would have to vote in the affirmative for sonething
substantive to pass. She then said that Co-Chair Saddler raises
a good point that the sponsors would |ike to address.

1: 34: 00 PM
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M5. DELBRIDGE returned to the sectional analysis [original
punct uati on provided]:

Section 16 (confidentiality) anmends AS 40.25.120(a),
Publ i c Recor ds and Recor der s, Publ i c Record
Di sclosures, Public records; exenptions; certified
copies, to exenpt eligible information and information
covered by an AGDC confidentiality agreenent from
di scl osure under the state Public Records Act. This
relates to HB 4, Section 3, allowing AGDC to keep
certain information confidential.

M5. DELBRIDGE rem nded nenbers that Section 3 specifies at
length what types of things can be kept confidential and how
confidentiality agreenments wth private sector entities and
other state entities would work. She characterized Section 16
as a backstop in that those things that are allowed to be
confidential do not get to be released under the State Public
Records Act.

1:34: 41 PM

REPRESENTATI VE SEATON requested identification of the duration
of confidentiality of the various confidential itens. He opined
that the public would have nore confidence knowi ng that at sone
poi nt confidential itens, such as the bids, will be made public
once it is not necessary for them to be confidential. He
suggested that perhaps it could be submtted in the form of a
witten spread sheet.

M5. DELBRI DGE agreed to do so.
1:37: 05 PM

CO CHAIR FEI GE asked whether there is anything in SSHB 4 that
limts what can be held confidential versus not confidential.
He further asked whether AGDC could meke all its business
confidential or is it limted to particular itenms. He requested
that the aforenentioned be included in the spreadsheet M.
Del bridge agreed to provide the commttee.

M5. DELBRIDGE said that there are some limts that reflect
commercial harm which she said she would clearly articulate in
a docunent.

1: 37: 48 PM
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V5. DELBRI DGE proceeded with the sectional analysis from which
she paraphrased [original punctuation provided]:

Section 17 (ANGDA as gas rmarketer) anends AS
41.41.010(a), Public Resources, Alaska Natural Gas
Devel opnent Authority, Establishnent of the authority,
enabling ANGDA to act as a gas marketer instead of a
gas transporter, and elimnating proscriptive |anguage
regardi ng gas supply and gas narkets.

This section retains ANGDA' s purpose of acquiring
natural gas produced in the state and delivering it to
market, in sufficient quantity to help assure the
long-term viability of a pipeline, but renoves other
pur poses including designing, constructing, operating
and mai ntaining a pipeline and other facilities.

M5. DELBRIDGE noted the purposes of designing, constructing,
operating, and maintaining a pipeline and other facilities is
gi ven to AGDC

1:38:52 PM

REPRESENTATI VE SEATON recall ed that ANGDA had been a bidder on
firm transportation for sonme other entities/utilities. He then
inquired as to the status of those bids were this legislation to
pass. Upon a request for clarification from M. Delbridge,
Representative Seaton said the bids were either those in the
Al aska Pipeline Project for which TransCanada held an open
season or the small dianeter pipeline project.

M5. DELBRIDGE related her wunderstanding that ANGDA did place
sone bids on the in-state gas arm of the large pipeline
TransCanada put through an open season. However, TransCanada
has closed its open season and noved on to another project.
Therefore, she understood from the Departnent of Revenue (DOR)
that there are no ongoing debts or liabilities associated with
ANGDA

1:40: 06 PM
CO CHAI R SADDLER surmised that ANGDA would be "a subsidiary, it
woul d not be the only subsidiary AGOC would be allowed to have."

He further surmsed that the legislation would not imt ANGDA
to be the only gas narketer subsidiary.
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MS. DELBRI DGE said Co-Chair Saddler is correct on both counts.
1: 40: 22 PM

M5. DELBRIDGE noved on to Section 18 of the sectional analysis,
from whi ch she paraphrased [original punctuation provided]:

Section 18 (ANGDA as AGDC subsidiary) anends AS
41.41.010(b), Public Resources, Alaska Natural Gas
Devel opnent Authority, Establishnent of the authority,
to make ANGDA a subsidiary of AGDC. ANGDA is currently
situated in the Departnment of Revenue.

Section 19 (ANGDA as gas narketer) anends AS
41.41.010(d), Public Resources, Alaska Natural Gas
Devel opnent Authority, Establishment of the authority,
to clarify ANGDA's role as a gas marketer.

Section 20 (ANGDA board) repeals and reenacts AS
41. 41. 020, Public Resources, Al aska  Nat ur al Gas
Devel opnent Authority, Authority governing body, to
state that ANGDA will be governed by the AGDC board of
di rectors.

Section 21 (ANGDA board conpensation) anmends AS
41. 41. 060, Public Resources, Al aska Nat ural Gas
Devel opnent Authority, Conpensation of board nenbers;
per diem and travel expenses, to reflect the new
31. 25. 020, entitling AGDC s board to receive
conpensati on when serving as ANGDA' s board.

AGDC s board wll receive $400 per day conpensation
when acting as ANGDA's board; this is the sane anount
board nmenbers receive while acting as AGDC s board.

1:41:01 PM

VB. DELBRI DGE, in response to Representative P. WIson
confirmed that ANGDA's board will be the sanme board as AGDC s
board, which she remarked is relatively comobn wth subsidiary
cor por ati ons.

1:41: 05 PM

REPRESENTATI VE TUCK questioned why it is necessary to have a
subsidiary, an extra layer, a mddleman if it is all the sane.
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M5. DELBRI DGE opined that a mddleman or marketer is inportant
to have with this pipeline. Furthernore, there is a chance that
the smaller entities, including electric utilities, my not have
the credit worthiness or the financial backing to commt to
| ong-term shipnents on this pipeline on their own. Therefore, a
m ddl eman/ marketer who can make those long-term commtnents and
ship the gas for themcould be very inportant.

1:42:14 PM

REPRESENTATI VE TUCK clarified that he is asking why not just
make that a function of AGDC.

M5. DELBRIDGE specified that it is necessary to have sone |eve

of a firewall between the pipeline conpany that is offering
space for shipnent/sale and those who are buying space, whether
it is a marketer or individual. She characterized it as simlar
to ExxonMbbi l Production Conpany and ExxonMbbi l Pi pel i ne
Conmpany, which are the sanme corporate entity wth firewalls
bet ween the parent and its subsidiary.

REPRESENTATIVE TUCK said he understood that ExxonMobi
Cor poration would have such a firewall due to liability concerns

and such. Is liability the concern, he asked. He then asked if
Ms. Delbridge could inform the conmttee why the firewall 1is
necessary.

CO CHAI R SADDLER suggested that would be a good question for the
attorneys.

1: 43: 23 PM

REPRESENTATI VE SEATON asked if this addresses the conflict of
interest that is created when one builds, regulates, and is a
shi pper of the pipeline such that one is on both sides of the
table at once. He related his understanding that as a | egal
entity, those need to be separat ed.

M5. DELBRIDGE agreed that is one reason to want to separate
t hese. Certainly, private sector partners will want to know
that their shippers are getting a fair deal and fair
negotiations made at an arms length and that there is not a
special deal for a narketer. A marketer, for exanple, my not
specifically ship just the state's utility gas. "It is a matter
of keeping things fair and very clear," she said.

1:44: 25 PM
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REPRESENTATI VE SEATON requested that M. Delbridge follow up
regarding the tax consequences, the tax non-liabilities for
taxes, and whether SSHB 4 places ANGDA in a different tax
situation than another shi pper.

MS. DELBRI DGE nodded in that she would do so.
1: 45: 47 PM

REPRESENTATI VE P. WLSON inquired as to why ANGDA is necessary
and expressed interest in further clarification of the firewall
concept .

M5. DELBRIDGE clarified that the board of directors for AGC and
ANGDA woul d be the sanme, but the firewall exists so that the two
corporations are distinct. Distinct in that they would not talk
to each other when making a deal. Wth regard to the specific
| egal recourse with a subsidiary and its parent corporation, she
offered to provide the comnmttee with that information.

1: 48: 07 PM

DAN FAUSKE, President, Alaska Gasline Developnent Corporation
(AGDQ) , CEQ Executive Director, Al aska Housi ng Fi nance
Corporation (AHFC), Departnment of Revenue (DOR), pointed out
that currently the board of directors for the Alaska Housing
Fi nance Corporation is the same as the board of directors for
the Northern Tobacco Securitization Corporation, the Al aska
Capi tal Managenent Corporation, and the Alaska Corporation for
Af f ordabl e Housi ng. As nentioned by M. Delbridge, the board
woul d have to be very careful as it conducted its business with
t he individual corporations. The federal governnent, under the
Federal Energy Regulatory Conmm ssion (FERC) guidelines and
others, is very strict in reference to a pipeline conpany and a

shi ppi ng conpany. There has to be a clear firewall as there
cannot be an association in which the two are doi ng busi ness as
one. Al though there can be a board that oversees it and a

separate board neeting to conduct the business of that
organi zation separately, there are very strict guidelines as to
how that business activity occurs. The goal is to prohibit a
situation in which the sane people who run AGDC, for instance,
building the pipeline are in a room with the people who wll
ship it wth no public input or oversight in conducting
busi ness. However, he stated that there are ways to do it that
are efficient. For instance, AHFC held its neeting, adjourned

and then called to order the annual Northern Tobacco
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Securitization Corporation neeting and conducted a separate
meet i ng.

1: 50: 06 PM

REPRESENTATIVE P. WLSON surmsed that it is just a way of
getting around the rules and regul ati ons.

MR. FAUSKE di sagr eed. |f SSHB 4 proceeds as it is witten, the

authority will be created and the board nenbers wll have an
equal opportunity to serve on the AGC Board for the pipeline
activities as well as the gas nmarketing because the job
descriptions and requirenents will seek people in the industry.

The idea of the sanme board handling simlar business is very
common. The day-to-day operations of the separate entities have
to be very clearly delineated. He highlighted that the bonds of
the Northern Tobacco Securitization Corporation are not a
liability of AHFC, even though it is a subsidiary of AHFC. The
structure was such that when the bonds were sold there was a
prem um pai d.

1: 51: 54 PM

REPRESENTATI VE TARR, regarding the liability, asked whether that
would also be true of this proposed separation such that a
financial obligation through ANGDA that is not nmet would only
i npact the subsidiary corporation while not having a financial
i npact on the parent corporation.

MR. FAUSKE said that is the way he would advise structuring it,
but the individual transaction would have to be reviewed. For
instance, if AGDC were involved in the issuance of the debt on
behal f of this pipeline, it would be a wholly owned debt of the
corporation not a debt of the state, AHFC, or ANGDA; it would be
a wholly owned subsidiary separate and clear from other
activities. M. Fauske highlighted that investors are nmade
aware of this situation

1: 53: 50 PM

REPRESENTATI VE TARR noted that AHFC nakes very large capital
expenditures, but related her wunderstanding that the Northern
Tobacco Securitization Corporation will eventually dissolve as
the paynents dw ndle. She then requested a conparison of the
relative size and scale of the financial obligation that the
other few are naking in conparison to the relationship of this
one. She asked whether the exanmples with AHFC are the sane
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scale in terns of financial obligations through the separate
corporations as is the entities involved in SSHB 4.

MR. FAUSKE replied no, for instance on an annual basis he
requests from the legislature the authority for a specific
anount of bonding activity. There are no further dealings with
the legislature in regard to that transaction unless he needs to
exceed the anount specified. Therefore, there are checks and
bal ances on the anobunt of debt. He rem nded the commttee that
AHFC has its own general obligation credit, which is used on a
l[imted basis. The mpjority of the work is revenue anticipation
not es, revenue bonds, nortgage revenue bonds; the full faith and
credit of the deal is based on the security of the econony and
the state, the credit scores of the borrowers, and all the
things that go into analyzing where the noney cones to pay the
bonds. A nortgage revenue bond is based on the credit
wort hiness of those paying their nortgages because in the
secondary nmarket [AHFC] sells bonds in the narket and uses that
cash to purchase nortgages fromthe banks.

1:56: 17 PM

MR. FAUSKE then turned to AGDC and the potential $7.5-$8 billion
proj ect . He said, "This, too, is a revenue bond."” However, it
is not based on the full faith and credit of the state nor is it
based on the full faith and credit of AHFC. Rather, it will be
a stand-al one deal, which nmeans one nust go before the investors
and the rating agencies, and other checks and bal ances because a
product is being sold. The product has to be creditworthy and
noteworthy, in the sense that there are many choices for
investors. Therefore, the due diligence and scrutiny is severe.
For instance, the revenue bonds that could be sold by AGXC could
be pur chased by pensi on f unds, i nsurance conpani es,
muni ci palities, and others that actively pursue such. The bonds
woul d be about the |ast transaction made. Before going to Wl
Street to initiate a deal, all the firm transportation
precedent agreenents, etcetera will have to be in place for the
investor to see a clear path between the investnment and the
project in which the investor invests. Oten the contracts span
10- 20 years. The bonds would then be sold to help pay off the
proj ect .

1:59:13 PM
REPRESENTATI VE SEATON, referring to Section 21 and the $400 per

day conpensation of the board nenbers, surmised that the
conpensati on woul d not be received concurrently.
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V5. DELBRI DGE deferred to M. Fauske regarding how it would work
for AHFC.

MR. FAUSKE advised that although there can be a situation in
which the board neetings occur on the sane day, the neetings
woul d be activities of two separate boards. He noted that over
the years there have been attenpts to increase the AHFC Board
stipend as it remains at $100, which was established in 1972

The board nenbers for the Northern Tobacco Securitization
Corporation Board are paid nore as it was nodeled after the
Permanent Fund Board in an attenpt to attract board nenbers.
M. Fauske said it is possible the board nenbers could draw pay
for each board neeting, but he expressed the need to research it
further and get back to the conmttee.

M5. DELBRIDGE added that the sponsor's intent is that if a
person has to be prepared and invest the tine for any neeting,
even when separate neetings are held concurrently, that person
is conpensated as that board nenber for that official business.

2:01: 17 PM

REPRESENTATI VE SEATON inquired as to how ANGDA is going to bring
assets to the table to secure this gas marketing deal if ANGDA
is not pledging the bonding or assets of AGDC.

MR. FAUSKE remnded the commttee that ANGDA would be a
marketing arm of the corporation that is separate and would
negotiate the price of the gas and nmarket the gas. Wher eas
AGDC is a pipeline conpany and thus ANGDA woul d serve as ACDC s
mar ket i ng arm

2:02: 51 PM

REPRESENTATI VE SEATON related his understanding that ANGDA has
val ue because it is bringing security assets.

MR. FAUSKE stated that one of the advantages when this was first
di scussed a year ago was that the enabling legislation that
created ANGDA was already in place, and therefore there would be
no need to reinvent the wheel. One of the primary factors to
utilize the existing statutes was it also honors that the voters
had voted to create ANGDA

2:04: 00 PM
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REPRESENTATI VE TUCK requested docunentation of the pros and cons
of having the ANGDA marketing subsidiary with this particular
project in SSHB 4.

V5. DELBRI DGE agreed to do so.
2:05:17 PM

MS. DELBRIDGE returned to the sectional analysis from which she
par aphrased [original punctuation provided]:

Section 22 (ANGDA procurenent) anmends AS 41.41.070(d),
Public Resources, Alaska Natural Gas Devel opnent
Aut hority, Authority staff, to include |legal and bond
counsel in the services for which ANGDA may contract,
and exenpts contracted services from the state
procur enent code.

Wth the repeal (HB 4, Section 35) of the provision
making the attorney general the |legal counsel for
ANGDA, this section enables ANGDA to contract for
| egal and bond servi ces.

Section 23 (ANCGDA disclosure) anmends AS 41.41.090(b),
Public Resources, Alaska Natural Gas Devel opnent

Aut hori ty, Conflicts of i nterest, to renove
involvenent with a “project” from the circunstances
requiring disclosure. ANGDA board nenbers  nust
disclose conflicts of interest; as ANGDA wll no

| onger be developing projects, an interest in a
project in which ANGDA has invested assets does not
need to be discl osed.

2:05:48 PM

CO CHAIR SADDLER requested that M. Delbridge return to the
committee with information regarding why it is necessary for
ANGDA to have its own bond and | egal counsel.

M5. DELBRI DGE agreed to do so.

2:06: 30 PM

REPRESENTATI VE P. WLSON, referring to Section 22, asked whether

the provision elimnates or gives the attorney general as |ega
counsel for ANGDA.
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M5. DELBRI DGE explained that in the repealer section the statute
that makes the attorney general 1legal counsel for ANGDA is
repeal ed. In order to provide sonme statutory direction for
ANGDA, | anguage allowing ANGDA to contract for |egal counsel is
i nserted.

2:07:36 PM

M5. DELBRIDGE continued to paraphrase from the sectional
anal ysis [original punctuation provided]:

Section 24 ( ANGDA confidentiality) anends AS
41.41.150(a), Public Resources, Alaska Natural Gas
Devel opment Authority, Public access to information,
to expand ANGDA's existing confidential records
authority to include information in a confidential
agreenent between ANGDA and AGDC.

2:08: 12 PM

REPRESENTATI VE JOHNSON remarked that Section 24 is not a very
effective firewall.

M5. DELBRIDGE acknow edged that Section 24 could cause sone
firewall problens. She offered to clarify in conjunction with
t he discussion regarding why a marketing subsidiary is required
and a firewall should be in place to include how the exchange of
confidential information through confidential agreenents would
i npact that.

2:08: 44 PM

M5. DELBRIDGE returned to the sectional analysis [original
punct uati on provided]:

Section 25 (ANGDA as gas rmarketer) anends AS
41. 41. 200, Public Resources, Al aska  Nat ural Gas
Devel opnent Authority, Powers of the authority. This
renmoves ANGDA' s authority to exercise em nent domain,
as ANGDA would serve as a marketing arm and not as a
pi pel i ne buil der.

Section 26 (ANGDA property) anmends AS 41.41. 450,
Public Resources, Alaska Natural Gas Devel opnent
Aut hority, Property of the authority. As HB 4 deletes
the definition of “project” from ANGDA s statutes,
references to a “project” are changed to nean ‘for the
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pur poses of the corporation.” Wth this change, ANGDA
is able to acquire property for the corporation’s
pur pose, but not for a project.

2:09: 32 PM

M5. DELBRIDGE, in response to Co-Chair Saddler, specified that
"the corporation” refers to ANGDA

2:09:46 PM

REPRESENTATIVE P. WLSON inquired as to what type of property
could be acquired for the corporation's purpose, but not for a
proj ect.

M5. DELBRI DGE explained that a corporation mght have property
for a project that is tangible property on which the project
sits, such as a pipeline; whereas a corporation could have
property that is not physical property/land such as information,
financial property, and other assets. She clarified that
financial property would be nopney, investnents, accounts, debts,
l[iabilities, and bonds. At one point ANGDA had a conditional
EIS for some right-of-way, which would be considered to be
property of the corporation. In further explanation, M.
Del bridge specified that the sponsors' intent was that ANGDA
would remain a corporation, a subsidiary of AGC, even if it no
| ong perfornmed projects. Therefore, ANGDA would need to retain
the ability to have and manage property.

2:11: 22 PM

REPRESENTATI VE SEATON asked whether that property would include
gas. Wul d ANGDA have the ability to purchase gas or is that
excluded as a conflict of interest, he further asked.

M5. DELBRI DGE answered that ANGDA, as a marketing subsidiary,
would pay AGDC a fee to ship gas on the pipeline. Ther ef or e,
ANGDA could own gas that it is then contracting with AGDC for
shi pnent of.

2:12: 05 PM
REPRESENTATI VE SEATON expressed disconfort with going from a
marketer to an owner of gas, and therefore he requested a

witten explanation regarding the difference between AGC as an
owner and shi pper of gas versus as a marketer of gas. This, he
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opi ned, seens to be outside the discussions of what the purpose
of ANGDA woul d be.

M5. DELBRIDGE agreed to do so. However, she clarified that in
the context of SSHB 4 the term marketer neans to take a
comodity and then nmarket it - that is nove it from sellers to
buyers. She said that if "marketer" means owning it in the
mddle that is the intent of the m ddl e man/ aggregator concept.

2:13: 33 PM

M5. DELBRIDGE returned to the sectional analysis [original
punct uation provided]:

Section 27 (ANGDA PLAs) anends AS 41.41.500, Public
Resources, Alaska Natural Gas Devel opnent Authority,
Contract ternms relating to use of Al aska resources. As
HB 4 deletes the definition of “project” from ANGDA s
statutes, references to a “project” are changed to
mean ‘for the purposes of the corporation.” Wth this
change, ANGDA shall have project |abor agreenents that
secure tinely conpletion of a project of the
cor porati on.

Section 28 (ANGDA definitions) amends AS 41.41.990,
Public Resources, Alaska Natural Gas Devel opnent
Aut hority, Definitions. The definition of “board” is
changed to nean the AGDC board acting as ANCDA s
boar d.

2:14: 29 PM

REPRESENTATI VE TUCK rel ated his understanding that projects were
elimnated from ANGDA's capabilities, and therefore he inquired
as to what exactly Section 27 is doing.

M5. DELBRIDGE, noting that she had to ask the sane question to
Legi slative Legal Services, explained that when the definition
of "project” was deleted in another part of ANGDA statute, the
term"project” had to be elimnated fromthis section as well.

CO CHAI R SADDLER nenti oned "corporate purposes | abor agreenent."”
2:15: 05 PM

REPRESENTATI VE TUCK clarified he was referring to "project” in
terms of "secure timely conpletion of a project of the
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corporation,” for which the corporation has been identified as
ANGDA. He acknow edged that the intent is to keep the ANGDA
wi shes of the public, but Sections 19-28 seemto strip ANGDA of
what it once was.

M5. DELBRI DGE said Representative Tuck's comment was duly noted.
She then stated that the sponsors' did not intend to strip ANGDA
but rather intended to find a continuing role for ANGDA within a
gasline project that is going forward, although ANGDA no | onger
has of fi ces, personnel, or funding.

REPRESENTATI VE JOHNSON reiterated his question as to why
mai ntain ANGDA. He renmarked he has yet to hear a good reason to
mai nt ai n ANGDA.

M5. DELBRI DGE acknowl edged there is no need since AGC has the
ability to create other subsidiaries for whatever purposes it
deens necessary to carry out its corporate m ssion. The
sponsors recognize that ANGDA was created by the voters, and
thus it is politically difficult to elimnate. However, ANGDA
had a specific mssion to have a pipeline operational by 2007, a
legislative audit in 2010 recommended that ANGDA sunset as it
had |ikely exceeded its statutory authority in pursuing sonme of
the other projects it pursued after no |onger able to deliver on
its original mssion. She characterized it as a bal ancing act.

2:18: 52 PM

CO CHAI R SADDLER hel d over SSHB 4.

2:19: 06 PM

The conmttee took an at-ease from2:19 p.m to 2:21 p. m

HB 77- LAND DI SPOSALS/ EXCHANGES; WATER RI GHTS

2:21:47 PM

CO CHAIR FEI GE announced that the next order of Dbusiness is
HOUSE BILL NO. 77, "An Act relating to the Al aska Land Act,
including certain authorizations, contracts, |eases, pernmts, or
other disposals of state | and, resour ces, property, or
interests; relating to authorization for the use of state |and
by general permt; relating to exchange of state land; relating
to procedures for certain admnistrative appeals and requests
for reconsideration to the conmm ssioner of natural resources;
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relating to the Alaska Water Use Act; and providing for an
effective date.”

CO CHAI R FEI GE opened public testinony.
2:22:31 PM

LAURA STATS, paraphrased from the followng witten statenent
[original punctuation provided]:

| am here to speak agai nst the passage of HB 77.

| cone to you on behalf of ny famly and all the
peopl e who hunt, fish and gather food from this great
land we call Alaska. Mst inportantly, | conme on
behal f of ny grandson, Huck Daugherty, who is 4 years
old and who at his tender age has already gone out
with his parents and uncles to harvest salnon taller
than he is and prawns bigger than his own hands, for
him there is a magic in that; and in that magic lies
an honest reality which nmnust be protected in
perpetuity. And you have the responsibility to protect
our | ands, streans and oceans.

Please look to our Alaska Constitution when naking
your decision on voting for HB 77. It states in
Article 8 section 3

Titl ed: Common Use

"Wherever occurring in their natural state, fish,
wildlife, and waters are reserved to the people for
common use."

It explains in the CGCtizen @ide of the Al aska
Constitution and 1 quote: "This section enshrines in
the Alaska Constitution the common |aw doctrine that
natural resources nust be nanaged by the state as a
public trust for the benefit of the people as a whol e,
rather than for the benefit of the governnent,
corporations, or private persons.”

Wo will HB 77 be protecting and representing, wll it
be protecting the comon use cl ause of our
constitution and the rights of the citizens of Al aska
or does it protect a corporation which has it’'s own
speci al i nt er est not consi st ent wth that of
preserving the tender bal ance of the streans and
wat er ways where our food arises fron?
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Pl ease vote agai nst the passage of this bill.

Thank you for hearing ne with your open hearts and
strong m nds.

2:25:27 PM

JAMES  SULLI VAN, Legi sl ative Or gani zer, Sout heast Al aska
Conservation Council (SEACC), paraphrased from the follow ng
witten remarks [original punctuation provided]:

Thank you for the opportunity to testify.

There has been nmuch discussion, within this conmittee
and with our organization and with our friends, about
the issue of water reservations and revoking personal
use reservations. W find this issue problematic and
want to make sure that our environnent is Dbeing
protected and that anadronmous streans have the highest
priority when permts are being issued.

W would like to propose that amend this bill so that
when any entity applies for a water right on any
anadronmous body of water that [Departnent of Natural
Resources] DNR issue a water reservation on behalf of
the fish. DNR can sinply refer to the Anadronous
Waters Catalog to see if the waterway is on there,
then put in an appropriate reservation

This would align DNR with our state constitution and
its public trust responsibility. It would ensure the
protection of our salnon. It would enhance sustainable
econom ¢ devel opnent across our state.

Salnon is our greatest renewable resource, it is in
our legislature’s best interest to put in a nechanism

in statute, that protects that resource as other
entities apply for water rights.

Al aska Constitution Article 8 8 3. Common Use
“"Wherever occurring in their natural state, fish,
wildlife, and waters are reserved to the people for
comon use."

2:27:39 PM
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REPRESENTATI VE SEATON highlighted the I|anguage in Section 1,
whi ch read: "the 1issuance of a general permt if the
commi ssioner finds that the activity is unlikely to result in
significant and irreparable harm to state land or resources.”
He asked whether SEACC finds the |anguage problematic in that
irreparable harm rather than significant harm has to occur
before a general permt is issued.

MR. SULLI VAN said SEACC has discussed the issue of irreparable
harm and having sone sort of proving ground to do that, which is
why he is reconmendi ng amending HB 77 such that DNR woul d issue
a water reservation on behalf of the fish when any entity
applies for a water right on any anadronous body of water and
that mechanism would limt the type of work that can be done on
the stream or waterway. Mentioning the Anadronobus Fish
Protection Act, he then offered his opinion that there are
conflicts with the use of irreparable harm and existing statute.

2:29:50 PM

GQUY ARCH BALD, Mning and Cean Water Coordinator, Southeast
Al aska Conservati on Counci | ( SEACO) , in response to
Representative Seaton's question, informed the commttee that
irreparable harmis not well defined. He noted that he mainly
deals with federal | ands. For instance, the Geens Creek M ne
has a draft environnental inpact study (EIS) that requires the
filling in of a major portion of an anadronous salnon stream

The mne is located within the Admralty Island National
Monunent where it is mandated by Congress not to produce any
harm to the sal non. The U. S. Forest Service does not consider
filling in that salnmbn stream wth toxic tailings to be
irreparable harmto the nonunent val ues.

MR. ARCH BALD then related his confusion wth Conm ssioner
Sullivan's testinony that Al aska ranks second to last in the

world in ternms of producing permts for |arge projects,
especially when [d enn] Haight, Devel opnent Manager, Devel opnent
Secti on, D vision of Econom ¢  Devel opnent, Depart ment of

Commerce, Comunity & Econom c Devel opnent (DCCED), stated [on
January 31, 2013] that "Alaska has a very favorable environnent
in the mning industry."” There is evidence that answers the
guestion, which comes from the Fraser Institute's Annual survey
to over 5,000 international mning conpanies. This |ast year
over 800 conpanies, which were responsible for $6.3 billion of
exploration funding in 2011, responded to that survey. The
results from that survey ranked Al aska nunmber four in the world
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in conbined policy and mineral potential. The survey conpared
Al aska to over 90 separate mning districts in the world. The
survey also found that only 1 percent of respondents cited
environnmental regulations as being a mld or strong deterrent in
Al aska. Furthernore, only 1 percent of the respondents thought
the tax regine, both the rate of the tax and the conplexity of
the code, was either a mld or strong deterrent to permtting in
Al aska. Part of the backlogging and permts is that there is no
trigger for evaluation of a permt; once a permt is applied for
DNR nmust process it. He noted that mning is highly speculative
and many of the conpanies are junior conpanies and al nost all of
them apply for permts when they do not have a proven ore
reserve. The ore reserves are certified as an inplied ore body,
which by definition nmeans they have zero certainty of an
econonic ore. They apply for permts, he opined, because it
adds to the value to the project they are trying to sell and
basically fuels speculation. Therefore, M. Archibald requested
that DNR institute a trigger such that an application will be
reviewed when certification of a proven ore body is submtted.
Wth such a trigger, those resources used on mnes that wll
never enter into production, can be transferred and used for
| arger projects. He suggested that the aforenentioned would
reduce the backlog of permts. M. Archibald highlighted that
the state did attenpt a streamined permtting process with the
Rock Creek M ne north of Nome, which was permitted in |less than

two years. The Rock Creek Mne was located entirely on state
|l and, so did not require a National Environnmental Policy Act of
1969 (NEPA) process. The Rock Creek Mne operated for six

nmont hs, after which it shut down, the conpany wal ked away, and
the tailings pond immediately filled with water. The Depart nent
of Environnmental Conservation (DEC) had to renedy the situation
for which the estimated cost of cleanup is $20-$30 nillion.
Since the Rock Creek Mne was only bonded for $9.6 mllion, the
difference between the bonded anobunt and the actual cleanup
costs will be borne by Al aska's taxpayers. In conclusion, M.
Archi bald requested that HB 77 not nove forward or if it does,
that it noves forward with significant amendnents.

2:34: 51 PM

REPRESENTATI VE TARR asked iif M. Archibald had specific
amendnent s.

MR. ARCHI BALD reiterated his suggestion to include an anmendnent
that creates a trigger for review In the anti-degradation of
water quality there is a trigger level to review an application,
which he would suggest wusing for any project [in order to

HOUSE RES COWM TTEE - 34- February 6, 2013



determne] how legitimte is it that a project will enter into

production before the state spends many state resources. He
poi nted out that the Greens Creek Mne EIS cost the U S. Forest
Service over $1 mllion to produce.

2:35:52 PM

REPRESENTATI VE TUCK surmsed then that the intent of M.
Archi bald's suggestion is to have a filter to elimnate the
projects for which there is no intention for themto nake it to
fruition and actually focus on the ones that are intended to
[ produce].

MR. ARCHI BALD agreed, adding that many of the specul ative m nes
will produce a prelimnary economc assessnent for their
investors long before there is any certainty with their ore
body. There is a 401 certification process in which a third
party evaluates whether there is a legitimte, profitable,
econom cal ore body.

2:36:42 PM

REPRESENTATIVE P. WLSON related her understanding that the
state does not allow people to just go out and m ne, but rather
requires they obtain permts and core drillings. She enphasized
that there is no way to deternmne whether a site is profitable
until a lot of research is perforned, research that requires
permts. Ther ef or e, she questioned how to utilize M.
Archi bald's suggestion, noting that often conpanies only need
three to four permts to determine whether the site 1is
economcal. Still, it takes a lot of work and time to reach the
poi nt of determ ning whether a site is econonical.

MR. ARCHI BALD said that is true, but pointed out that these

exploration permts fall wunder a categorical exclusion. A
categorical exclusion is used because the |and nmanager estinates
that the drilling inpacts to the human health environment are so

small that it is not worth the time or effort to assess it, and
thus the conpany is given a categorical exclusion from further
analysis and the permts, which are two to three pages | ong,
all ow conpanies to drill. He nentioned that he has observed up
to 70 drill holes in a year. This permt is a conditional use
permt that is valid for a year. However, the conpanies apply
for such a permt year after year. Wyen the conpanies reach the
point of building a mll and a tailings dam and needs a solid
waste permit, an air quality permt, and wastewater discharge
permt, the project would then reach the l|evel of review of
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DNR s large nmine permtting program At that point, the EIS

then requires review of the human health effects as well as
environmental effects, which is when the costs arise. At the
point of the EIS is when the trigger should cone into play, he
clarified. Gven the current price of gold, it will not take

much to reach the [economcal] threshold for gold mning, he
opi ned. The threshold/trigger, he reiterated, would w nnow out
the legitimate projects versus those specul ative projects.

2:39:52 PM

REPRESENTATIVE P. WLSON begged to differ, saying that it
depends on the price of netals and various other aspects.
Therefore, what one my refer to as speculative nmay be
considered in the running econom cally one year but not the next
due to price fluctuations.

MR. ARCHI BALD noted his agreenent, acknow edging that there wl|
be sone agency discretion. However, he maintained that there
are many exanples of mne projects that were "beyond the pal e of
specul ation." For instance, less than two years ago a conpany
from Ol ahoma staked 92 square nmiles of the Yakutat forel ands
and announced that there was $34.5 billion worth of gold there,
nore gold than has been mned in the history of the state. The
conpany did note that there were issues with the chain of
custody on the assay sanples, which no one took wth any
credibility and in the neantine the conpany's stock rose and the
princi pals nade noney fromselling their allocated 20,000 shares
a quarter. He characterized the aforenmentioned as an egregi ous
exanpl e of pure specul ati on.

2:41: 48 PM

REBECCA SEGAL, Al askans for Responsible Mning (ARM, began by
informng the conmttee that ARM is a statewide coalition of
communi ties and conservation organizations. She said that upon
t hor ough review, ARM opposes the passage of HB 77

2:42: 31 PM
RI CK ROGERS, Executive Director, Resource Developnent Counci
for Alaska, Inc. (RDC), paraphrased from the followng witten

testinmony [original punctuation provided]:

RDC is a statew de business association representing
forestry, oil and gas, mning, tourism and fishing
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industries. Qur mssion is to grow Alaska through
responsi bl e resource devel opnent.

A top legislative priority of RDC is to encourage the
state to pronote and defend the integrity of Al aska's
permtting processes and advocate for predictable,
timely, and efficient state and federal permtting
processes based on sound science and economc
feasibility.

RDC supports HB 77. The Al aska Legislature, to its
credit, provided DNR wth additional resources to
address what had beconme an wuntenable backlog of
permts and authorizations. Such backl ogs negatively
affect our resource industries as well as individua
Al askans seeking required state authorizations. we
understand that while a backlog still exists, DNR has
made real progress in catching up on that work.

Ranmping up staff to adjudicate a backlog is addressing
the synptom however systematic inprovenents to what
has becone a very conplex set of statutes authorizing
DNRs work is also needed to help prevent future
backl og and del ays.

The Governor, with the support from DNR Conmi ssioner
Sullivan and his staff, has identified specific neans
of inmproving the efficiency of our conplex permtting
system The admi nistration should be applauded for
proposing nunerous changes to the DNR enabling
statutes in order to nmake their processes nore tinely
and efficient. Adapting our key DNR statutes to
ensure we are adjudicating our land and resource
authorizations in a nore tinely and efficient manner
i s overdue.

Ve encour age this comittee to support t he
adm nistration's efforts to nore efficiently nanage
DNR s tremendous workload as the reach of the
department affects a broad cross section of Al aska
busi nesses, resource industries and individuals.

Thank you for the opportunity to comrent.

2:45: 20 PM
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REPRESENTATI VE SEATON noted that Section 1 of HB 77 allows
granting of a general permt, which seenms to increase the
efficiencies of certain activities. However, he asked whether
the standard for a general permt should be significant and
i rreparabl e harm

MR. ROGERS replied that his reading of the |language is that it
"is unlikely to result in significant or irreparable harnt,

which he characterized as a fairly reasonabl e standard. From
his experience, the departnment does not issue general permts
except for the nobst innocuous activity. Typi cal ly, general

permts are the type of activity that is not benefitting
industry as nmuch as individual Al askans who are attenpting to
acconplish nore de mnims activities. However, he deferred to

Comm ssi oner Sul livan. M. Rogers opined that general permts
have not been overused and characterized them as a far nore
efficient tool. He said he did not believe there is the desire

to create a situation in which Al askans have to obtain permts
for activities for which a general permt would adequately
protect the public interest.

2:48: 09 PM

REPRESENTATI VE SEATON noted his agreenent wth M. Rogers
regarding the ability to have general permts. He then related
his wunderstanding that M. Rogers is saying that a general
permt can be issued if the activity is wunlikely to cause
significant or irreparable harm not a conbination of the two.

2:48: 53 PM

CO- CHAIR SADDLER recalled testinony from SEACC regarding the
i npact of Alaska's existing permtting process and its standing
in terns of mneral developnent. He then inquired as to whether
RDC views Alaska's permtting process as helpful or harnful to
the mneral industry in the state.

MR. ROGERS stated that the permtting process is absolutely
necessary for the state's mneral industry, but clearly Al aska
ranks near the bottomin ternms of the tineframes to permt |arge
proj ects. He characterized the argunent that the permtting
systemis fine and needs no inprovenents as sonewhat outrageous.
Aside for the inpact on industry, M. Rogers expressed the need
to consider the inpact on the state. Wile the mneral industry
is one of the inpacted entities with respect to DNR permts, M.
Rogers stressed how far DNR reaches into the everyday |ives of
Al askans. There are so many activities that require a DNR
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authorization irrespective of the mning industry that he
cautioned focusing solely on the mning industry. Still, he
mai ntai ned that 1nprovenents can be nmade [to the permtting
process].

2:51: 04 PM

REPRESENTATI VE TARR recalled that the testinony nentioning non-
comercial forest products should have referred to non-tinber
forest products because those permts are actually generally for
commercial application. She then inquired as to what M. Rogers
considers to be sound science and whether he had exanples of
projects that are being held up under the existing permtting
process that woul d nove forward under the proposal in HB 77.

MR. ROCGERS, regarding sound science, related RDC believes it is
inportant that these decisions are made on the true costs,
benefits, and inpacts to the environnent. Ther ef ore, standards
and permtting decisions should be nmade on enpirical evidence
and the best available technology and understandi ng how best to
devel op the resources. In further response to Representative
Tarr, M. Rogers said he could not point to a specific project,
rather he viewed [HB 77] as an increnental tweak to the DNR
statute. Al though he didn't believe HB 77 to be changes that
woul d suddenly make it a lot sinpler for businesses to obtain
authorizations, it is worth supporting. Some of the changes
enbodied in HB 77 will not inpact the resource industries that
RDC represents. For instance, not requiring a public notice for
a short plat of property in an unorgani zed borough where there
are no easenents is not earth-shattering for the mning and oi
and gas industries. However, it nakes sense for all industries
if it frees up DNR staff hours to focus on sonmething that is far
nore inportant to the state, makes it easier for the public to
get things done, and relieves sone fiscal pressure on the
limted resources of the state. Utimtely, M. Rogers gave
def erence to DNR

2:55:42 PM

REPRESENTATI VE TUCK asked M. Rogers to provide any statistics
regardi ng where Alaska ranks in terns of permtting that differ
fromthose presented thus far.

MR. ROGERS agreed to do so.

2:56:14 PM
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RACHAEL PETRO, President/CEO Al aska State Chanber of Comrerce,
paraphrased from the following witten testinony [original
punct uati on provided]:

The Alaska  Chanber is a statewide nenbership
organi zation made up of all sizes and types of
busi nesses from across Al aska.

The Al aska Chanber’s primary mssion is to advocate
for policies that inprove Alaska s business clinate.
Efficient, predictable and comobn sense regulations
and permitting processes are integral to creating an
environment in which businesses, new and old, can
succeed. Each Fall Alaska Chanber nenbers gather to
set its legislative agenda for the follow ng year.

For the past several years in a row, including this
year, Al aska Chanber nenbers have expressed strong
support for Alaska’s policies and regulations that
gui de devel opnent of Alaska’s natural resources while
protecting Alaska s environnent. At the sane tine, we
have also advocated for streanmlining those sane
regulations and policies where bureaucratic and
busi ness efficiencies can be gai ned.

In regard to the Fraser Institute' s study, referenced
earlier today in testinony, internationally, Al aska
ranks just bel ow Kazakhstan and just above Colunbia in
regard to uncertainty concer ni ng envi ronnent a
regulations. In regard to regulatory duplication and
i nconsi stencies Al aska ranks bel ow Honduras and just
above Niger. Al aska Chanber nenbers believe Al aska can
do better!

The Al aska Chanber supports the provisions within HB
77/ SB26 because they provide clarity, elimnate
unnecessary processes, and noderni ze statutes based on
the experience gained over nmany years from the
professional staff within the Department of Natural
Resour ces.

It is our belief that HB 77 is a conmmobn sense piece of
legislation that should receive broad bipartisan
support. Thank you for the opportunity to testify this
af t er noon.

2:58: 47 PM
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CO- CHAIR SADDLER inquired as to where in the Al aska State
Chanber's priority list was permtting ranked.

M5. PETRO answered that permtting was ranked nunber 2 in over
25 priorities. She noted that permtting has |ong been one of
the Alaska State Chanber's priorities. In further response to
Co-Chair Saddler, M. Petro confirmed that nenbership of the
Al aska State Chanber of Conmmerce is not just the resource
industry but all aspects of state business and econonic
activity, that is all sectors of the econony.

2:59:39 PM

REPRESENTATI VE TUCK asked whether there is a separate statistic
for permtting fromthe Fraser Institute' s study.

M5. PETRO said she could not answer that question, but noted
that the Fraser Institute study has multiple sub-rankings, of
whi ch she referred to two. She informed the commttee that the
Fraser Institute study is on-line and there is a link to it on
the Alaska State Chanber's web site or she could forward
i nterested nenbers a copy.

3:00: 33 PM

CO CHAI R FEI GE kept public testinmony open and held over HB 77.
3:01: 06 PM

ADJ QURNVENT

There being no further business before the conmttee, the House
Resources Standing Commttee neeting was adjourned at 3:01 p. m
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