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COW TTEE CALENDAR

SENATE BILL NO 21

“"An Act relating to appropriations from taxes paid under the
Alaska Net Income Tax Act; relating to the oil and gas
production tax rate; relating to gas used in the state; relating
to nonthly installnment paynments of the oil and gas production
tax; relating to oil and gas production tax credits for certain
| osses and expenditures; relating to oil and gas production tax
credit certificates; relating to nontransferable tax credits
based on production; relating to the oil and gas tax credit
fund; relating to annual statenments by producers and explorers;
relating to the determnation of annual oil and gas production
tax values including adjustnments based on a percentage of gross
value at the point of production from certain |eases or
properties; making conform ng anendnents; and providing for an
effective date.”

- MOVED CSSB 21(RES) QUT OF COW TTEE

SENATE JO NT RESOLUTI ON NO. 3

Uging the United States Congress to pass legislation to open
the coastal plain of the Arctic National WIldlife Refuge to oil
and gas exploration, developnent, and production; relating to
oil and gas exploration, devel opnent, production, and royalties;
and relating to renewabl e and alternative energy technol ogi es.

- MOVED CSSSSJR 3(RES) OUT OF COWM TTEE
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PREVI QUS COW TTEE ACTI ON

BILL: SB 21
SHORT TITLE: O L AND GAS PRODUCTI ON TAX
SPONSOR(s) : RULES BY REQUEST OF THE GOVERNOR

01/ 16/ 13 (S) READ THE FIRST TIME - REFERRALS

01/ 16/ 13 (S) TTP, RES, FIN

01/ 22/ 13 (S) TTP AT 3:30 PM BELTZ 105 (TSBI dg)

01/ 22/ 13 (S) Heard & Hel d

01/ 22/ 13 (S) M NUTE( TTP)

01/ 24/ 13 (S) TTP AT 3:30 PM BUTROVI CH 205

01/ 24/ 13 (S) Heard & Hel d

01/ 24/ 13 (S) M NUTE( TTP)

01/ 29/ 13 (S) TTP AT 3:30 PM BELTZ 105 (TSBI dg)

01/ 29/ 13 (S) Heard & Hel d

01/ 29/ 13 (S) M NUTE( TTP)

01/ 31/ 13 (S) TTP AT 1: 00 PM BUTROVI CH 205

01/ 31/ 13 (S) Heard & Hel d

01/ 31/ 13 (S) M NUTE( TTP)

02/ 05/ 13 (S) TTP AT 3:30 PM BUTROVI CH 205

02/ 05/ 13 (S) Heard & Hel d

02/ 05/ 13 (S) M NUTE( TTP)

02/ 07/ 13 (S) TTP AT 3:30 PM BUTROVI CH 205

02/ 07/ 13 (S) Moved SB 21 Qut of Committee

02/ 07/ 13 (S) M NUTE( TTP)

02/ 08/ 13 (S) TTP RPT 1NR 4AM

02/ 08/ 13 (S) NR.  DUNLEAVY

02/ 08/ 13 (S) AM  MCCICHE, GARDNER  FAl RCLOUGH,
MCGUI RE

02/ 08/ 13 (S) LETTER OF | NTENT W TH TTP REPORT

02/ 09/ 13 (S) TTP AT 10: 00 AM BUTROVI CH 205

02/ 09/ 13 (S) -~ MEETI NG CANCELED - -

02/ 11/ 13 (S) RES AT 3:30 PM BUTROVI CH 205

02/ 11/ 13 (S) Heard & Hel d

02/ 11/ 13 (S) M NUTE( RES)

02/ 13/ 13 (S) RES AT 3:30 PM BUTROVI CH 205

02/ 13/ 13 (S) Heard & Hel d

02/ 13/ 13 (S) M NUTE( RES)

02/ 15/ 13 (S) RES AT 3:30 PM BUTROVI CH 205

02/ 15/ 13 (S) Heard & Hel d

02/ 15/ 13 (S) M NUTE( RES)

02/ 18/ 13 (S) RES AT 3:30 PM BUTROVI CH 205

02/ 18/ 13 (S) Heard & Hel d

02/ 18/ 13 (S) M NUTE( RES)

02/ 20/ 13 (S) RES AT 3:30 PM BUTROVI CH 205
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02/ 20/ 13 (S) Heard & Hel d

02/ 20/ 13 (S) M NUTE( RES)

02/ 22/ 13 (S) RES AT 3:30 PM BUTROVI CH 205
02/ 22/ 13 (S) Heard & Hel d

02/ 22/ 13 (S) M NUTE( RES)

02/ 25/ 13 (S) RES AT 3:30 PM BUTROVI CH 205
02/ 25/ 13 (S) Heard & Hel d

02/ 25/ 13 (S) M NUTE( RES)

02/ 27/ 13 (S) RES AT 3:30 PM BUTROVI CH 205

BILL: SJR 3
SHORT TI TLE: ENDORSI NG ANVR LEASI NG
SPONSOR(s): SENATOR(s) M CCl CHE

01/ 23/ 13 (S) READ THE FI RST TI ME - REFERRALS

01/ 23/ 13 (S) RES

02/ 04/ 13 (S SPONSCR SUBSTI TUTE | NTRODUCED- REFERRALS
02/ 04/ 13 (S) RES

02/ 20/ 13 (S) RES AT 3: 30 PM BUTROVI CH 205

02/ 20/ 13 (S Schedul ed But Not Heard

02/ 27/ 13 (S) RES AT 3: 30 PM BUTROVI CH 205

W TNESS REG STER

MARGARET DOWNLI NG staff to Senator G essel

Al aska State Legislature

Juneau, Al aska

PCOSI TI ON  STATEMENT: Expl ai ned anmendnents to CSSB 21(RES),
ver sion N.

M CHAEL PAW.OABKI, Advi sor

Pet rol eum and Fi scal Systens

Depart ment of Revenue (DOR)

Anchor age, Al aska

PCSI TI ON STATEMENT: Hel ped clarify anmendnents to CSSB 21(RES),
version N.

SUSAN POLLARD, Assistant Attorney General

Depart ment of Law (DQL)

Juneau, Al aska

PCSI TI ON STATEMENT: Cd arified |anguage about credit provisions
in CSSB 21(RES), version N

ADRI AN HERRERA

D.C. Coordinator for Arctic Power
Washi ngton, D.C.
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PCSI TI ON STATEMENT: Gave supporting testinony for the anmendnent
to CSSSSJR 3(RES), version N

ACTI ON NARRATI VE

3:31:21 PM

CHAIR CATHY QESSEL called the Senate Resources Standing
Commttee neeting to order at 3:31 p.m Present at the call to
order were Senators French, Dyson, Bishop, MQ@ire Fairclough
and Chair G essel. Senator Mcciche joined themat 3:32.

SB 21-O L AND GAS PRODUCTI ON TAX

3:32: 03 PM

CHAI R G ESSEL announced that CSSB 21(RES), | abeled 28-GS1647\N,
was before the conmttee. She said a legislative letter of
intent and a Senate Resources nenorandum to the Finance
Commttee would be transmitted with the bill. The nenorandum had
five specific subjects that were raised in this comnmttee, but
were within the Finance Committee's jurisdiction and nerited
further consideration. She said that Legislative Legal Services
and the Departnent of Law (DOL) had also suggested a few
refinements.

3:33:20 PM
SENATOR DYSON nopved Anendment 5.
28- GS1647\N. 7
Bul | ock

AMENDMVENT 5

OFFERED I N THE SENATE
TO CSSB 21(RES), Draft Version "N’

Page 2, line 21, follow ng "section.":

Insert "A taxpayer receiving the transfer of a
certificate under this subsection nay not apply nore
than $10,000,000 in tax credits authorized by this
section in a single tax year and may not use a tax
credit authorized by this section to reduce a tax
[Tability under this chapter below zero."

Page 3, line 12:
Delete the first occurrence of "and"
| nsert "or"

Page 3, line 13:
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Delete ", regardless of whether the oil and gas
is located in the state”

Page 3, line 16:
Delete the first occurrence of "and"
| nsert "or"

Page 3, lines 16 - 17:
Delete ", regardless of whether the oil and gas
is located in the state"

Page 3, line 21:
Del ete "and"
| nsert "or"

Page 3, line 22:
Del ete "regardl ess of whether the oil and gas is
| ocated in the state,"”

Page 8, line 22:
Delete "20"
I nsert "30"

Page 15, |ine 12:
Delete "in"
| nsert "for"

Page 15, |ine 23:
Del ete "43.55.024(c)"
| nsert "43.55.024"

Page 17, line 2:
Del ete "again”
| nsert "against"

Page 18, |ine 15:
Del ete "taxable oil"
Insert "oil taxable under AS 43.55.011(e)"

Page 22, |ine 24:
Delete the first occurrence of "an
| nsert "any"

Page 27, line 4:
Del ete "an area"
| nsert "acreage"
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Page 27, line 7:
Del ete "an area"
| nsert "acreage"

Page 27, line 8:
Del ete "production tax val ue"
I nsert "gross value at the point of production”

Page 30, line 8:
Delete "Sections 9, 10, 12, 15, and 24"
| nsert "Sections 9, 10, 12, 15, 20, 21, and 24"

Page 30, |ine 29:

Delete "Sections 1, 3, 6, 7, 9, 10, 12, 15, 17
18, 24, and 26 - 28"

| nsert "Sections 1, 3, 6, 7, 9, 10, 12, 15, 17,
18, 20, 21, 24, and 26 - 28"

SENATOR FRENCH obj ect ed.

3:34: 37 PM

MARGARET DOALING  staff to Senator Gessel, Alaska State
Legi slature, Juneau, Alaska, explained that this anendnent
cl eans up m nor word changes and i s nothing substantive.

She expl ai ned |anguage inserted on page 2, line 21, clarified
that if the Alaska manufacturing credit is transferred, the
transferee takes the credit subject to the sane limtation that
woul d be inposed on the person who earned the credit. So, only
$10 mllion in any one year can be applied against a tax
liability.

3:36: 33 PM

Next on page 3, line 12, "and" was deleted and "or" was inserted
to clarify that the costs associated with those manufacturing of
goods that qualify for credits can be used for goods either in
the exploration, developnent "or" production of oil; "and"
generally neans in addition to.

In section 2, on page 3, line 13, |anguage that was not needed
was renoved, because it is assumed that it doesn't matter where
the products are used at the end point. Language on page 3, line

16, deleted "and" and inserted "or" for the sane reason above on
line 12.

3:38: 06 PM
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Language on page 3, lines 16-17, deleted "regardl ess of whether
the oil and gas is located in the state". That is basically the
sane change as on line 13.

Language on page 3, line 21, deleted "and" and inserted "or"
after "devel opnent” - the sanme change as on lines 12 and 16.
Language on page 3, line 22, deleted ", regardless of whether

the oil and gas is located in the state" for the sane reason she
expl ai ned on lines 13 and 17.

3:38: 58 PM

Section 6 on page 8, line 22, replaced the nunber "20" wth
"30", a conformng change for AS 43.55.020, paynent of tax, to
account for increasing the GRE to 30 percent.

3:39:33 PM

Section 15, on page 15, line 12, deletes "in" and inserts "for"
to clarify that the tax credit that is increased 15 percent a
year stops increasing on Decenber 31 of the calendar vyear
i medi ately preceding the calendar year "for" which the credit
is applied against the tax liability.

On  page 15, line 23, "43.55.024(c)" was replaced wth
"43.55.024". The reference to subsection (c) was not necessary.
Al the credits under .024 - not just (c) - nust be considered

first when they determne the total tax liability to see if it
reaches zero or less before the loss carry forward credit can be
appl i ed.

On page 17, line 2 "again" was replaced with "against", a sinple
word correction.

On page 18, line 15 "taxable oil" was replaced with "oil taxable
under AS 43.55.011(e)". The Departnment of Law wanted to nmnake
sure there was no confusion that the $5/bbl credit is applied
agai nst taxable oil and not royalty oil.

3:41: 48 PM

In section 24, on page 22, line 24, "an" was replaced wth
"any". This clarified that there may or may not be an increase
in the anmount of credit under .023(r), which is the provision
that allows the 15 percent increase in value of an unused |oss
carry forward credit. It just says if there is any increase,
it's not assumng there is an increase, and it has to be
identified in the statement a producer would have to file with
the departnent to get the credit.
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The Departnent of Law suggested in section 28 on page 27, line
4, to delete "in area" and insert "acreage" to clarify that
"area" is presently defined in the DOR regulations as nmeaning a
geographic region or geologic province including the Cook Inlet
or the North Slope of the state. So, this change doesn't affect
the intent of section 24, but it renoves any anbiguity as to
whet her "area" for this provision neans the sane thing as "area"
as defined in regulations. Language on page 27, line 7, makes
t he sane change as the previous one.

Language on page 27, line 8, deleted "production tax value" and
inserted "gross value at the point of production® to also
enhance clarity that the GRE is taken off the gross production
tax value to achieve the production tax value, which cannot be
reduced bel ow zero.

Section 33 on page 30, line 8, deleted "sections 9, 10,11, 12
and 24" and inserted "sections 9, 10, 12, 15, 20, 21 and 24"
and this is a conformng change that accounts for these
anendnents. Page 30, line 29, does the same replacing of section
nunbers to account for the changes nmade with the anmendnents.

3:45: 24 PM
At ease 3:45:24 to 3:45:49.

3:45:49 PM
SENATOR FRENCH renoved his objection to Anendnent 5.

CHAIR G ESSEL, finding no further objection, announced that
Amendnent 5 was adopt ed.

SENATOR DYSON nmoved Anendnent 6.
28-GS1647\ N. 9
Nauman/ Bul | ock

AMENDMVENT 6

OFFERED | N THE SENATE
TO CSSB 21(RES), Draft Version "N’

Page 11, lines 20 - 22:

Del ete "Except as provided in (p) - (u) of this
section for a tax credit based on |ease expenditures
incurred after Decenber 31, 2013, to explore for,
devel op, or produce oil or gas deposits |ocated north
of 68 degrees North latitude, a [A]"
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| nsert "A"

Page 11, |ine 23:
Delete "35 [25]"
| nsert "25"

Page 11, line 24, followng "loss":

Insert "based on |ease expenditures incurred to
explore for, develop, or produce oil or gas deposits
| ocated south of 68 degrees North |atitude. A
producer or explorer subject to the requirenents in
(p) - (u) of this section may elect to take a tax
credit in the anpbunt of 35 percent of a carried-
forward annual |l oss based on |ease expenditures
incurred after Decenber 31, 2013, to explore for,
devel op, or produce oil or gas deposits |ocated north
of 68 degrees North | atitude"

3:46: 39 PM
SENATOR FRENCH obj ect ed.

M5. DOWNLI NG explained that the first change was in section 9 on
page 11, lines 20-22, and was a reworking of |anguage to be
better understood by taxpayers that the carry forward |o0ss
credit remains 25 percent for all areas except the North Slope
(the intent of section 9). For North Slope producers, the carry
forward loss credits are still subjected to the subsections of
(p) through (u) and it's in the anmount of 35 percent, but only
for expenses that are incurred after Decenber 31, 2013. This is
going to match the 35 percent base tax rate for the North Sl ope
that will go into place after Decenber 31, 2013.

SENATOR FRENCH asked if this is nmeant to ensure that it's a 25
percent net operating loss carry forward credit for south of the
Brooks Range and 35 percent north of the Brooks Range on the
Nort h Sl ope.

M5. DOWI NG said she thought it was that sinple, but wanted M.
Pawl owski ' s opi ni on.

M CHAEL PAW.OWSKI,  Advi sor, Petroleum and Fiscal Systens,
Departnent of Revenue (DOR), Anchorage, Alaska, said it is that
sinple. The confusion is a little bit around the dates. The
expendi tures during 2013 will be at 25 percent, because the base
rate during 2013 is 25 percent. On the effective date of the
act, January 1, 2014, the tax rate on the North Slope is 35

SENATE RES COW TTEE - 9- February 27, 2013



percent and after Decenber 31, 2013 the North
forward credit will go to 35 percent as well.

SENATOR FRENCH renoved hi s objecti on.

CHAIR G ESSEL, hearing no further objection,
Amendnent 6 was adopt ed.

3:50: 23 PM
SENATOR DYSON noved Anendnent 7.

AMENDMVENT 7

OFFERED | N THE SENATE
TO CSSB 21(RES), Draft Version "N'

Page 11, following line 18:
Insert a new bill section to read:

Sl ope loss carry

announced that

28-GS1647\ N. 10
Nauman/ Bul | ock

"* Sec. 9. AS 43.55.023(a), as anended by sec. 8

of this Act, is anended to read:

(a) Except as provided in AS 43.55.025(q), a [A]

producer or explorer may take a tax credit for a

qualified capital expenditure as foll ows:

(1) notw t hstanding that a qualified
capi tal expenditure wmy be a deductible |[ease
expenditure for purposes of calculating the production
tax value of oil and gas under AS 43.55.160(a), unless
a credit for that expenditure is taken under
AS 38.05.180(i), AS 41.09. 010, AS 43. 20. 043, or
AS 43.55.025, a producer or explorer that incurs a
qualified capital expenditure may also elect to apply
a tax credit against a tax levied by AS 43.55.011(e)
in the amount of 20 percent of that expenditure;

(2) a producer or explorer

may take a

credit for a qualified capital expenditure incurred in

connection with geol ogical or geophysica
or in connection with an exploration well
producer or explorer

expl oration
only if the

(A agrees, in witing, to the applicable

provi sions of AS 43.55.025(f)(2); and

(B) submts to the Departnent of Natural
Resources all data that would be required to be
subm tted under AS 43.55.025(f)(2),

(3) a credit for a qualified capita

expenditure incurred to explore for,
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produce oil or gas deposits located north of 68
degrees North latitude may be taken only if the
expenditure is incurred before January 1, 2014."

Renunber the follow ng bill sections accordingly.

Page 11, line 20, followng "in":
I nsert "AS 43.55.025(q) and"

Page 12, |ine 30:
Del ete "sec. 11"
| nsert "sec. 12"

Page 20, followi ng Iine 28:

Insert a new bill section to read:

"* Sec. 22. AS 43.55.025 is anended by adding a new
subsection to read:

(q) An exploration expenditure incurred after
Decenber 31, 2013, to explore for oil or gas |ocated
north of 68 degrees North latitude that is the basis
for a credit under (a)(1), (2), or (3) of this section
may not also be the basis for a credit clainmed under
AS 43.55.023 or this section.”

Renunber the follow ng bill sections accordingly.

Page 30, line 2:
Delete "26 - 28"
| nsert "28 - 30"

Page 30, line 4:
Del ete " 25"
| nsert "27"

Page 30, |ine 6:
Delete "11, 13, and 14"
| nsert "12, 14, and 15"

Page 30, line 8:
SENATOR FRENCH obj ect ed.
M5. DOAI NG explained that Amendnment 7 was the "anti-stacking
provision." She said that the new section 9 was designed to put
producers on notice that they should take a |ook at subsection

(q) by inserting "except as provided in AS 43.55.025(q)". The
restriction in (q) specifies that a North Sl ope producer cannot
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use the sanme expenditures for both a loss carry forward credit
and for an exploration credit. They can be used for one or the
other but not both. This is consistent wth Al aska policy that
di sfavors allowing multiple credits or deductions using the sane
expense. Their experts have said that not putting in such a
section would risk having credits taken under .023(a) in the
anount of 30 percent and then the loss carry forward in the
anmount of 35 percent for a total of 65 percent. The anendnent
had further conformng changes to account for the desired
effective date of these new provisions and an instruction to
renunber the remai ning sections of the bill.

3:52:48 PM
SENATOR FRENCH asked for a wal k through of how the credits could
be stacked in the absence of this anmendnment and in its presence.

3:53:17 PM

MR. PAW.OABKI explained that there are separate credits. The
.023(b) credit is the loss carry forward and the .025 credit is
the exploration credit. A conpany makes an expenditure and it
qualifies for the credit based on that expenditure. So, you
could nmake an expenditure for an exploration well under .025 and
use that sane expenditure to claim a credit under .023(b). So
functionally you would end up with a 65 percent credit.

SENATOR FRENCH asked if the exploration credit would also be
accurul ating at 15 percent as if it were a net operating | oss.

MR. PAW.ONSKI answered no. The intent of this amendnment is to
make sure you cannot claim expenditures twice. The EIC that was
expanded in the CS is one that remains nonetizable by the state
for exploration expenditures only. The .025 credit has
l[imtations related to having to conme into the Departnent of
Nat ur al Resources and prequalify the expenditures as an
exploration target and then share the information from that
exploration with it. The difference between that exploration
credit and the blanket .023 (b) credit is that there is no
simlar qualification other than the expenditure was made. This
puts the taxpayer in a position of deciding on one or the other.

SENATOR FRENCH asked the rel ati ve val ue of each

MR. PAW.OASKI answered the exploration incentive credit (EIC) is
30 percent if wthin 25 mles of a unit boundary and 40 percent
if farther than 25 mles from a unit boundary. Brooks Range
Petroleum testified that nost of the area within the centra
North Slope is within that 30 percent range. So, it's 30 or 40
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percent depending on distance frominfrastructure; then the |oss
carry forward credit in the CS is 35 percent of the |Ioss,
assum ng the taxpayer had no revenues.

3:56:45 PM
SENATOR FRENCH asked if he had any idea which credit the
producers prefer.

MR. PAWOANSKI said no; he thought it would depend on each
i ndi vi dual conmpany. The commttee heard from Brooks Range in
particular that the revision to the EIC was material to their

conpany.

3:57:35 PM

SUSAN POLLARD, Assistant Attorney GCeneral, Departnment of Law
(DAL), Juneau, Al aska, added that the previous explanation for
this amendnent was correct except for the reference to section 9
where (p) through (u) refers to the section .023 statute, which
provides the new rules for the carry forward |loss credit. The
amendnent they are |ooking at now adds an exception to section
.025, which is the exploration incentive credit that M.
Pawl owski was just referring to.

SENATOR FRENCH renoved hi s objection.

CHAIR G ESSEL, finding no further objection, announced that
Amendnent 7 was adopt ed.

3:58: 34 PM

SENATOR DYSON nmoved to report CSSB 21(RES), version \N as
anmended, from commttee [with individual recomendations] and
attached fiscal notes.

SENATOR FRENCH obj ected saying he thought the process was rushed
and the anendnents they just adopted nade sonme significant
changes; and the CS put in front of them last Friday basically
revanps the governor's bill. The fiscal notes, which they had
received this afternoon had not been discussed either. He didn't
feel confident of the work.

SENATOR DYSON said he wanted to anmend his previous notion to
i ncl ude i ndividual recommendations and the letter of intent.

SENATOR M CCICHE said he appreciated the process the bill had
gone through; the commttee had spent many hours and sone
menbers had spent hundreds of hours processing this bill in two
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different conmttees. It will also go to the Finance Conmittee
t hat woul d have anot her opportunity to reviewit.

4:01: 00 PM

SENATOR MCGUI RE asked M. Pawl owski about the fiscal note on the
Conmpetitiveness Review Board. She agreed wth the personnel
services and the travel and the fact that they would have at
| east two neetings, but she didn't necessarily agree with the
estimated $835, 000 per year for costs that are based on previous
DOR consulting contracts for oil and gas and related issues. The
board is not neant to supplant what the DOR is doing, and she
didn't know that is was neant to do up to a mllion dollars'
wort h of personnel services.

MR. PAW.OWBKI said the departnent appreciated the dialogue on
this issue, and said the Conpetitiveness Review Board |anguage
could be interpreted such that they will engage in services with
types of groups like PFC and Gaffney Cine & Associates. The
fiscal note was nodeled after those kinds of contracts. The
personnel services conponent is already in the 2014 budget. No
new positions are being added for this board and it would need
prof essi onal | evel engagenent.

SENATOR FRENCH mai nt ai ned hi s obj ecti on.

CHAIR G ESSEL asked for a roll call on noving SB 21 from
conmittee.

A roll call vote was taken: Senators MQuire, Mcciche, Bishop,

Dyson, Fairclough and G essel voted yea; Senator French voted
nay. Therefore, CSSB 21(RES), version N as anended, noved from
conmittee with attached fiscal notes, letter of intent and with
i ndi vi dual recommendati ons.

4:04: 44 PM
At ease from4:04 to 4:07 p. m

SJR 3- ENDORSI NG ANVR LEASI NG

4:07:57 PM

CHAIR G ESSEL called the neeting back to order and announced
that SSSIJR 3 was before the commttee. She asked for a notion to
[ adopt] the work draft conmttee substitute (CS) for SSSIR 3 [as
t he wor ki ng docunent] .

4:08:11 PM
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SENATOR M CCICHE noved to [adopt] CSSSSJR 3( ), version 28-
LS0331\C, [as the working docunent].

SENATOR FAlI RCLOUGH obj ect ed for purposes of discussion.

SENATOR M CCICHE explained the resolution wupdates previous
resolutions urging the US Congress to pass legislation to open
Al aska's coastal plain of the Arctic National WIldlife Refuge to
oil and gas exploration and developnment. Such developnent is
currently prohibited in the Refuge under the Al aska National
I nterest Lands Conservation Act (AN LCA) of 1980.

He said it's clearly in the state's best interests to continue
to becone |ess dependent on foreign sources for energy and it's
in the interests of Alaska to have that energy produced within
the state. The one change to the resolution passed by the 27th
Legislature is that Alaska will have a transportation system for
oil very close to the Arctic National WIldlife Refuge wth
conpletion of the Pt. Thonson pipeline. It's a key tine in the
need for energy security for Congress to finally see the |ight
on opening ANVR t o devel opnent.

SENATOR M CCICHE said other itens that changed were on page 2,

line 11, where the |anguage - "although the donestic demand for
energy continues to rise we are also increasing donestic
production" - was outdated. Lines 21-24 talk about the Pt.

Thonmson pi pel i ne and sonme nunbers were updated for accuracy. The
Central Arctic Caribou Herd was added on line 11

On page 3, Iline 14, "has developed directional drilling
technol ogy" was added. The old |anguage was witten at the
sunrise of drilling technology. Line 18 deleted reference to

"specific fields", because the reality is that we are practicing
the innovative technology in the new fields that would enhance
envi ronnmental protection beyond traditionally high standards.

4:11:19 PM

Finally, the "whereas" that begins on line 24 was changed
because it was prior to this legislature creating the Renewabl e
and Alternative Energy Resources Plan. He reminded the conmittee
that ANVR is about the size of South Carolina and the proposed
devel opnent area in the Coastal Plain is about one-fifth the
size Dulles International Airport in Washington, D.C

4:12: 44 PM
At ease from4:12 to 4:15 p. m
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4:15:10 PM

SENATOR FAI RCLOUGH of fered conceptual Amendnent 1 to delete "of
not nore than 2,000 acres, which is less than one-tenth of 1
percent of the area of the Coastal Plain" and insert "as limted
by Congress” on page 3, line 3. She explained that |anguage in
past resolutions had stated acres that were all contingent on
| egi sl ation before Congress that actually described the scope of
what would be available inside the Arctic Coastal Plain for
devel opment. So when the first bill before Congress that the
| egi sl ature was responding to had a very small nunber of 2,000.
Now there is a $10,000 proposal before Congress. The issue is
that they don't know that until Congress starts putting a bill
to discuss ANMR in play; and her anendnent is trying to allow
Congress to nmake that definition and absolutely trying to limt
the area that is open for oil exploration.

Oiginally ANVR and the Coastal Plains had 8.9 mllion acres
avai l abl e and another 9.16 mllion acres were added to that. O
all that, about 9 mllion is in wlderness, but another 9
mllion is designated as Refuge - so Al askans and Anericans can
be secure in the fact that nost of this land is out of oil
devel opnment futures.

4:17:58 PM

She restated the anendnent: the sane deletion on page 3, line 3,
after "area" and "of not nore than 2,000 acres, which is |less
than one-tenth of 1 percent of the area of the Coastal Plain"
and insert "alimted area as defined by Congress" after "area".

SENATOR M CCl CHE objected for purposes of discussion and asked
to hear fromAdrian Herrera with Arctic Power.

ADRI AN HERRERA, D.C. Coordinator for Arctic Power, Wshington,
D.C., supported the anendnent saying the explanation on how
Congress cane up with the 2,000 acres was correct and that it is
an ever changing figure. Currently Don Young has HR 49 on
Capitol H Il to open the 1002 area and it has the 2,000 acre
[imt in it. This norning a second bill was introduced with a
1002 provision in it that Iimts the acreage to 10,000 acres out
of every 100,000 acres that can be |eased within the 1002 area.
It didn't [imt the actual footprint size. Legislation is going
to vary ever nore and keeping a footprint of 2,000 acres as a
mnimum is accurate as far as current legislation goes, but it
changes. The point is to mnimze inpact and everyone agrees on
t hat about ANWR 1002 | egi sl ati on.

SENATOR M CCI CHE renoved his objection.
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SENATOR FRENCH said the anendnent also has the benefit of
correcting the math error in the clause that said 2,000 acres is
|l ess than one-tenth of 1 percent of the Arctic Coastal Plain,
but it is actually 1,500 acres.

CHAI R G ESSEL announced that conceptual Anmendnent 1 was adopt ed.

4.22: 06 PM
CHAI R G ESSEL opened public testinmony. Finding none, she closed
it.

SENATOR DYSON noved to report CSSSSJR 3, version C as anended,
from commttee wth individual recomendations and attached
fiscal notes.

CHAIR d ESSEL announced that, w thout objection, CSSSSIR 3(RES)
passed fromthe Senate Resources Standing Commttee.

4:23:19 PM
At ease from4:23 to 4:25 p. m

4:25:16 PM

CHAI R G ESSEL adjourned the Senate Resources Standing Conmmttee
neeting at 4:25 p. m
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