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1: 02: 18 PM

CO- CHAIR BENJAM N NAGEAK called the House Resources Standing
Commttee neeting to order at 1:02 p.m Representatives Seaton,
Johnson, d son, Josephson, Hawker, Talerico, and Nageak were
present at the call to order. Representative Tarr arrived as
the neeting was in progress.

HB 132- AGDC SUPPORT OF NATURAL GAS PRQJECTS

1: 03: 20 PM

CO CHAI R NAGEAK announced that the first order of business is
HOUSE BILL NO 132, "An Act relating to the support of the
Al aska liquefied natural gas project by the Alaska Gsline
Devel opnent Corporation."

1: 04:18 PM

REPRESENTATI VE M KE CHENAULT, Al aska State Legislature, as the
sponsor, introduced HB 132. He paraphrased from the follow ng
sponsor statenent [original punctuation provided]:

House Bill 132 affirms the policy direction for the
Al aska Gasline Devel opment Corporation (AGDC).

The Legislature set this policy direction in 2013 when
creating AGDC, and in 2014 when approving AGDC s
involvenent in the Alaska LNG [Liquefied Natural Gas]
Project in conjunction with SB 138.

HB 132 recognizes that AGC is already engaged as a
partner on behalf of the State in the Alaska LNG
Project, which is the project nost likely to deliver
the greatest benefit to Al askans.

Because the Alaska LNG Project is nost likely to
deliver the greatest benefits to Al askans, House Bill

132 ensures that AGDC maintains its conmtnent to this
project and does not enbark on a duplicative,

conpeting project, until the future of the Al aska LNG
Project is nore certain. Per House Bill 132, AGC
woul d be free to pursue other projects at the earliest

of three dates; 1) if a party to the Alaska LNG
Project wthdraws, 2) if the Alaska LNG Project

proceeds into the Front-End Engineering and Design
(FEED) phase, and 3), July 1, 2017.

HOUSE RES COW TTEE - 3- March 6, 2015



The legislation further recognizes that the State is
prudent to nmaintain its back-up plan, the ASAP [ Al aska
Stand Alone Pipeline] project, in case the State’'s
partners in the Alaska LNG Project fail to commt to
t he next devel opnent phase, FEED. Should that occur
AGDC is poised to re-solicit gas buyers and gas
sellers, and to upgrade the ASAP proposal as supported
by the market.

To avoid a duplicative or conpeting project, the
| egislation prohibits use of the Instate Natural Gas
Pipeline Fund to pay for work on a project that would
export nore gas than it would deliver instate. House
Bill 132 also requires AGXC to have the witten
consent of a gas owner/controller before attenpting to
mar ket that entity’'s gas to a third party.

Keys to negaproject success include the elimnation of
conpeting obj ecti ves, and t he al i gnnment of
stakeholders along a single project. Wth the
unprecedented nonentum to date of the aligned Al aska
LNG Project, contenplation of conpeting projects
i ncreases risk and uncertainty that threaten success.

This legislation ensures that AGC retain the course
set by the Legislature in creating AGC and providing
a framework for AGDC to advance the state's interests
as a full participant in the A aska LNG Project.

1: 08: 36 PM

REPRESENTATI VE JOSEPHSON said that in his review of the m nutes
for House Bill 4 [passed into law in 2013, Twenty-Ei ghth Al aska
State Legislature], just about every hearing included reference
to the Alaska Gasline Inducenent Act (AQA) and if the limts on
AG A were lifted. There was never any discussion of capping the
anount that could be exported at a nunmber equal to what would be
consuned in Al aska. He asked whether this provision in HB 132
is a departure fromwhat House Bill 4 intended.

REPRESENTATI VE CHENAULT deferred to M. Rena Delbridge to
answer, saying she was one of the architects of House Bill 4.

RENA DELBRI DGE, Staff, Representative M ke Hawker, Alaska State

Legi sl ature, replied that House Bill 4 was specifically
structured to conply with the AGA |limtations of 500 mllion
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cubic feet per day (MVCF/ day), but to also be cognizant that in
the future the time would likely come at which that constraint
was no |longer there on the vol une. Thus, in House Bill 4 under
pur pose, AGDC was told to pursue that 500 MMCF/ day pipeline as
described in AGC s project plan, wth nodifications as
necessary. Through testinony, "with nodifications as necessary”
was intended to give AGDC an opening should the AGA Iimtations
no |longer apply to increase the volune of that in-state line
Secondly, in House Bill 4, the ASAP Project under AGDC was never
contenplated as an LNG project. It was very narrowWy a project
to get gas to Alaskans because producers with the gas were
wor ki ng al ready on another project that at the tine was a Lower
48 line, but also during that tine was slowy transitioning into
an LNG project. Therefore the backup plan was really for the
| egislature to consider the pressing needs of Al askans in their
communities in having a low cost, reliable, secure gas source
and not concerned about export. VWiile it was possible that
there might be an export tenant at the end of that Iine, that
was not part of the project.

1: 11: 20 PM

REPRESENTATI VE JOSEPHSON said it seens |like HB 132 contenpl ates
export, so what is being tal ked about is amobunt of export.

MS. DELBRI DGE responded HB 132 contenpl ates export in the sense
of hope of avoiding a conpeting project to the Al aska LNG export
proj ect . Announcenents indicate the governor desires to nake
that a pipeline that supports an LNG project that is not
affiliated wwth the pipeline. To avoid creating that conpeting
LNG project that in-state gas pipeline would be capped as to the
anount of gas going through the line that could go to export.

1:12: 12 PM

REPRESENTATI VE HAWKER said the dialogue behind this bill is
whether it is advisable for the state to establish a state
sanctioned pipeline project to conpete with the Al aska LNG
Project (AK LNG. The bill would put sone significant
constraints around [the state's] ability to conpete with the
Al aska LNG Project. He requested Ms. Delbridge to provide an
explanation regarding the difference in the concepts behind a
conpeting project and a backstop project.

V. DELBRIDGE first clarified that while she is staff to

Representative Hawker, she is wrking wth Representative
Chenault on HB 132. She answered that a backstop project is a
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project that the legislature and state can go to in case the
nunber one priority project that seenms to deliver the greatest
possible benefits fails to nmaterialize, fails to neet
m | est ones. It is something to turn back to in that event. A
conpeting project is sonething that would likely run on parall el
courses, perhaps alnost in a tinme sensitive conpetition to a
finish line to a point in time called the final investnent
decision. A conpeting project will conpete to neet that finish
line, as well as conpete for resources, support, and focus. | t
is something that if there are conpeting projects, it 1is
difficult potentially for a party such as the state that has two
conpeting projects to fully commt to one or the other. It is
of critical inportance that all parties in a project be aligned
and commtted to foll ow ng through on a given project.

REPRESENTATI VE HAWKER said HB 132 proposes to preserve the
state's status quo for a certain period of time, which is that
there are two projects. One would be characterized as the
backstop project and the other as the main or priority project,
the Al aska LNG Project. He asked Ms. Del bridge whether this is
a fair characterization

MS. DELBRIDGE agreed it is a fair characterization.
1:15:19 PM

REPRESENTATI VE HAWKER noted the state has a main project and a
backstop project, but now the governor is introducing a third
and conpeting project. He asked why the state would even want
to have the backstop project to the Al aska LNG Project.

M5. DELBRIDGE replied the state backup, ASAP, is an in-state
pi peline that would neet the needs of Al askans. It would be
able to neet supply and demand within Al aska and take care of
things |ike getting reliable energy to Alaska's comunities and
i ndustrial projects, such as large-scale mnes that are | ooking
for reasonably priced energy to continue with their planning
operations, and providing potentially |ower-cost energy to nuch
of the state's population along the Railbelt and the pipeline
rout e. Mai ntai ning that backup option is wanted to have it
ready to bring back on the table and ready to go. There are no
guarantees that the Alaska LNG Project is going to be built, but
everything is |ooking very favorable. A few weeks ago this
conmttee heard testinmony from the Al aska LNG Project sponsor
group that tal ked about how optimstic the group is that things
are on the right track and proceeding as needed. However, there
are market realities and ensuring that the Al aska LNG Project
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actually pencils out on a comercial basis once all of the
engi neering work is done. It nmust be nade sure that buyers are
lined up at a price that is acceptable to the project. So, it
is good to preserve an option for Al askans in case the Al aska
LNG Project doesn't materialize comercially for the state and
t he producers.

1:17:21 PM

REPRESENTATI VE OLSON asked whether AGDC can statutorily do the
I i quefacti on conmponent.

M5. DELBRI DGE responded AGDC has the ability to participate in
the liquefaction facility in conjunction with an Al aska natura
gas pipeline project, an Alaska liquefied natural gas project.
Ri ght now AGDC s ability to do liquefaction pertains directly to
a project that brings in the Prudhoe Bay and the Point Thonson
gas; it was loosely defined as the Al aska LNG Project wthout
having a proper project nane to reference to. There is nothing
that statutorily prohibits AGC from participating in that for
t he Al aska LNG Proj ect.

REPRESENTATI VE OLSON asked whether this would also be the case
wi th the governor's proposed new pl an.

MS. DELBRIDGE answered that, to her know edge, statenents nade
to date indicate that the adm nistration doesn't intend to have
AGDC participate in liquefaction in the new project. It is one
of the many details that remains to be seen. She advi sed t hat
Legi sl ative Legal and Research Services should be consulted as
to whether AGDC could do that in conjunction with an in-state
nat ural gas pipeline.

REPRESENTATI VE OLSON said this begs the question then of who.

M5. DELBRIDGE replied she believes that statenents nmade to date
by the administration have indicated that a third party separate
from the project would. Theoretically that could be anyone
having title to the gas at the end of a pipeline and that also
has the financial wherewithal to build, mintain, and operate a
liquefaction facility. Presumably that party would then |iquefy
the gas, store it, and ship it to the party's end-user clients
where they woul d get noney for the LNG

1:19: 20 PM
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REPRESENTATI VE SEATON noted that in its |egislative updates AGC
has said there is no longer the constraint of 500 MMCF/day so
the pipeline that AGC is developing is for 1.6 billion cubic
feet per day (BCF/ day) through the existing pipe with the
exi sting structure, which could be expanded to 2.5 BCF/ day by
changing the pipe material. He concluded that this backstop
pipeline of 1.6 BCF/ day neans there would have to be export
because there is not that much in-state usage. He asked whet her
HB 132 would therefore constrain AGC from doing any work on
this | arger sized backstop project.

M5. DELBRIDGE responded the sponsors don't believe it does
because currently AGDC is not pursuing the ASAP Project as part
of an LNG project; AGC is still working on engineering and
design to take a project to an open season at which AGDC woul d
determ ne who wants to sell gas and who wants to buy gas. At
that point it would be known potentially if there is a custoner
for export that was larger than half the volune of the Iine.
However, the legislature's intent with Senate Bill 138 was to
encourage AGDC to slow down some of the work on the backup plan
because, in passing Senate Bill 138, the |legislature was
essentially endorsing the state's participation as a priority in
the Al aska LNG Project. So, yes, theoretically the line that
AGDC is engineering without the AGA |imtations could carry a
much larger volunme; as well, it could carry the smaller vol une.
That volume ultimately would depend on who is there to buy the
gas and who is there to sell the gas and at that point AGDC
woul d know if a custoner was intending it for export. It would
not feed an export facility, though.

1: 22: 24 PM

REPRESENTATI VE SEATON expressed his concern that the wording in
HB 132 could possibly constrain AGDC s work going forward on the
current project should AGDC find that 500 MMCF/ day is uneconomn c
and nmust therefore go to a project size of 1.6 or 2.2 BCF/ day.
Based on AGDC s reports to the legislature, he said he thinks
the bill would prevent work on the current AGDC project. He
urged the wording be | ooked at carefully to avoid any unintended
consequences.

M5. DELBRIDGE answered that the sponsors wll re-evaluate the
wor di ng. She offered her belief that from the sponsors

position part of this becomes a judgenent <call for the
| egislature as to whether it wants AGDC to proceed w th another
project that would involve Iliquefaction wuntil it 1is known
whet her The Al aska LNG Project is going forward. That is why
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that majority for export |anguage prohibiting an increase in the
size would go away at those points in time comng up when it is
known what the future of the Alaska LNG Project wll likely be.
At that point in time the legislature would be able to have AGDC
go ahead and upsize the backup plan to however big the market
coul d support.

1: 24: 27 PM

REPRESENTATI VE HAWKER said Representative Seaton's question
segues into his next concern as the conmttee tal ks about what
AGDC was at the end of the last legislature and what this new
third option is. He requested Ms. Del bridge to address what is
known by the sponsors about this third and conpeting option.

M5. DELBRIDGE replied very little is known about this third and
conpeting option announced [by Governor Wal ker]. To date, [the
governor's] press releases are where things have been rel ayed.
An opinion piece laid out an initial concept, followed by a
press conference, and that is where the sponsors gl eaned these
details. Generally speaking it sounds like the third option
woul d be taking the in-state ASAP line and increasing its size
to one that would feed an independent non-affiliated export
facility, thus creating an LNG project in which the state would
only be involved in the mdstream - the gas treatnent processing
and the pipeline - with third party separate ownership of the
LNG export facility. The intent was clearly stated [by the
governor] that these two would both proceed at the sane tine on
paral l el tracks and that whichever project is first to produce a

solid plan and at conditions acceptable to the state will get
the state's full support. Respondi ng to Representative Hawker

she confirnmed that this is a quote from the governor's opinion
pi ece, and added that the governor gave a little nore detail in
sonme press conferences. It is unknown exactly how long the
state would pursue both these conpeting trajectories, she said.
At one point it was nentioned it would probably be until one

reaches a final investnent decision, which nmeans it would go
t hrough FEED and involve a lot of permtting and people with gas
commtting gas to the projects.

1: 27: 04 PM

REPRESENTATI VE JOHNSON rel ated he heard the governor say that he
is going to wall off the two projects. However, he noted, part
of the reason [the legislature] set things up the way they are
is so that information could be shared and not be working
conpetitively, and whoever ended up with the best deal would
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share the information. He inquired whether costs would now be
duplicated if the state goes through with conpeting |ines.

M5. DELBRIDGE responded AGDC is the entity to ask about cost
estimates given it is the nost know edgeabl e about what has been
done to date that could be parlayed into a |l|arger project
feeding an LNG facility. She said the legislature has invested
nearly $400 million in getting AGDC fromits initial scoping and
desi gn concepts surrounding the 500 MMCB/day |Iine. That noney
was intended to get AGDC just to open season where the
commercial support needed for the project would be firmed up.
Sonme |evel of redesign and potentially some reengi neering would
be needed to expand the anobunt of gas going through AGDC s |ine.
If the line is 36 or 42 inches, additional conpressors my be
needed. The original ASAP |ine had only one conpressor station.
There may also need to be sone reengineering on the gas
treatment facility on the North Slope, potentially to handle
LNG grade instead of wutility-grade gas. There mght be sone

permtting and right-of-way conplications if | ooking at
addi tional conpressors and |and disturbance. Therefore, it is
difficult to put a cost estimate on it. She surm sed, however,

that AGDC i s working on that now.
1:29: 11 PM

REPRESENTATI VE JOHNSON said he is not looking for a nunber as
much as he is looking for the ability to share what has already
been done. If the new project is walled off, he presuned, new
i nformati on woul d have to be created that may already be had in-
house. He asked whether the new project would have to start
from scratch

M5. DELBRIDGE offered her belief that quite a bit of what AGDC
has accumul ated, acquired, and built to date for ASAP could be
used as a basis for anmending ASAP into sonething |arger. That
said, the conplications cone related to the relationship between
ASAP and the Al aska LNG Project where AGDC is concerned. When
passing Senate Bill 138 last year the legislature was very
careful that in having the state pursue partnership in the
Al aska LNG Project that the state maintaining its backup plan
would not be wasting noney, duplicating, being redundant in
resources, or growing governnment that way. Quiite a few
agreenents were reached between the Al aska LNG Project and AGDC
that would essentially govern what kind of information they can
share with each other and on what terns. Some of AGDC s
spendi ng has been for work that would have to be done for the

HOUSE RES COW TTEE - 10- March 6, 2015



ASAP Project but is also needed for the Alaska LNG Project, so
there is sonme sharing and rei mbursenent related to that.

1: 31: 00 PM

REPRESENTATI VE JOSEPHSON, in regard to redundancy and walling
off, said it seens like déja vu from when the |egislature
previously |ooked at the same kinds of questions; for exanple,
sharing of information, redundancy, and conflict between ASAP
and the Al aska LNG Project.

M5. DELBRIDGE answered that legislators certainly had quite a
few conversations in this conmttee and others related to that
exact matter. The difference at that point was that the state
was mai ntaining ASAP as a backup project that would not be in
direct conpetition with the Al aska LNG Project.

REPRESENTATI VE JOSEPHSON noted that as recently as this year
there has been an effort in commttees to solicit testinony from
AGDC that it is indeed marching forward with House Bill 4 and
that that project is going just as strong as it otherw se would
have had there not been Senate Bill 138. He requested Ms.
Del bridge to respond in this regard.

M5. DELBRI DGE replied that over the past several nonths AGDC has
sl owed sonme spending on the ASAP backup plan in response to a
requirenent in an Admnistrative Oder issued by the governor,

but AGDC had already started to do so prior to that. The
project is there and going well, but at this point it is not
sonething AGDC is proceeding with to an open season, the next
phase of that project. This is in part because the legislature
directed AGDC to pursue the Alaska LNG Project as a primry
objective until it is found out how that project went. She

suggested AGDC be asked about what it is noving forward and at
what rate.

1: 33:16 PM

REPRESENTATI VE JOSEPHSON noted that sone legislators think this
isn't a third project, but rather the first project that's
nmorphed with the lapsing of the AGA limtation. He inquired
whether it is potentially true that it would be in the state's
best interest to have an alternative project for negotiating
| everage when the producers seek concessions from the state
later this year.
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M5. DELBRIDGE responded that is potentially true in the sense
that that is up to individuals and what they perceive as the
state's conpetition and wth whom the state wll need
negotiating | everage. The sponsors have thought at |ength about
who the state's partners would be in an alternative LNG geared
project, particularly in light of the governor's coments that
the state would need to bring in market as equity participants
in the project. There is a school of thought that says the
state is going to be negotiating against the producers on the
Al aska LNG Project for terns - yes. There is also the school of
t hought that if the state brings into the project the people who
it will be selling gas to and wanting to negotiate a good dea
wi th, those people would then know the state's costs, goals, and
priorities, which would basically be pulling back the curtains
and nmay not be the course of action that is nobst prudent either.
A lot of gas buyers, particularly in Asia and Japan, have been
buying into LNG projects all around the world because it lets

t hem understand the project better and lets them feel |ike they
can negotiate greater reliability of supply as well as a better
price for the gas that they are buying. There is also the

guestion of who the state's conpetition really is in that
context. The sponsors eval uated sone of the governor's comments
and realized it may not really be Exxon, BP, and Conoco that the
state is conpeting with on an LNG project level, as in whether
it is the British Colunbia project that goes first or the Al aska

project that goes first. It very well may be those buyers who
have actually greater financial interest in the Wst Coast LNG
projects than the producer conpanies in Al aska do. o 18

projects currently being proposed for getting gas off of Wstern
Canada, BP and Conoco have no interest in any of them to her
knowl edge, and Exxon has interest in one project that 1is
generally considered far down the list of the top three likely
projects to nove forward. The parties that do have financial
ownership interest in those projects that are likely to nove
forward off the Wst Coast are actually some of the Japanese
utility buyers and also sone of the trading groups |Iike
M tsubishi. So, there is sonme concern that the state m ght want
to re-evaluate who it considers is its conpetition

1:36: 39 PM

REPRESENTATI VE HAWKER said a very clear statenent was heard from
the governor that it is the state's producer partners that the
state would be conpeting with on the Wst Coast. He said he
doesn't think that holds up when the facts are exam ned. He
brought attention to a |arge notebook containing the mnutes for
the conmttee's hearings |ast year on Senate Bill 138, saying
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[the size of the notebook] shows how nmuch tinme was spent going
over in detail all of the various aspects of where gas was going
to cone from how it was going to conme, and what the financial
nodel i ng would be. While going through the mnutes, he said, it
struck him that the state's North Slope gas has been conmtted
to the Al aska LNG Project. He asked Ms. Del bridge whether that
same gas can be conmitted to a conpeting project. Additionally,
he pointed out, the U S. Departnent of Energy (DOE) grants

export license permts for LNG facilities. He further asked
whether the DOE will allow the state to permt sinultaneously
two facilities. He also asked whether the state can really

conpete if it gets to the question of viability, or whether the
state is just throw ng good noney after bad.

M5. DELBRIDGE answered she wll take the third question as
rhetorical. Regardi ng whether the state can conmt North S| ope
gas to a conpeting project if it has already been commtted to
the Al aska LNG Project, she said the |egislature probably cannot
commt that gas to any project if it is gas that has been |eased
under contract to the North Slope producers; that wll be up to
the producers to commt to a project. She advised that the
| egislature will have to ask the producers as to what project
phase they feel they will have firmy conmtted their gas to the
proj ect . She offered her understanding that if the producers
enter into a FEED decision they are commtting their gas to this
proj ect . The producers are working on marketing agreenents and
are getting ready to sign sonme serious |long-term agreenents that
have inplications. If their gas is commtted to the Al aska LNG
Project the legislature is left with the state's royalty gas, if
the state in fact chooses to take royalty as gas. G ven the
royalty gas is 12-16 percent, she said she doesn't know whet her
that is enough to support another pipeline. As far as whether
the DOE would grant two export |icenses simultaneously, she said
the Al aska LNG Project has applied to DOE for an export |icense.
Sonme standards have to be met for that: the applicant nust have
gas that is being commtted to the project; the project nust
have sone certainty of happening in the eyes of DOE, and there
needs to be an end site, land, for the LNG facility. Because
export licenses require things |ike gas, she said she doesn't
know that the legislature would be able to have another export
license for a different project; that would be an issue for the
DCE at sone point.

1:40: 46 PM
REPRESENTATI VE SEATON, in regard to having gas to sell, drew
attention to the bill, page 3, lines 23-24, which state: "The
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corporation may not market gas owned or controlled by an entity
other than itself wthout express witten consent from that
entity." He inquired whether this |anguage neans the state has
no gas because it hasn't conmtted to taking gas in-kind, and
that the state cannot go to open season or solicit market sales.

M5. DELBRIDGE replied this |anguage is in the bill to provide an
i nportant distinction. Under the ASAP and Al aska LNG projects
it has never been conceived that AGDC ever takes control or
ownership of the producers' gas or the state's gas. During the
commttee's discussions of Senate Bill 138, the Departnent of
Natural Resources (DNR) and the prior administration were
adamant that full control over the state's gas was retained by
DNR, DNR is the resource nmanager and is responsible. So DNR, in
conjunction with the conmm ssioner of the Departnent of Revenue
(DOR), would be nmaking the decisions about what to do, how to
manage, and how to sell or dispose of the state's royalty gas.

1:42:14 PM

REPRESENTATI VE SEATON under stood Ms. Del bridge to be saying that
the way the bill is witten the state can go ahead and have an
open season and market a project's gas as long as it is not AGDC
mar ket i ng gas because AGDC will never own any gas.

M5. DELBRI DGE responded there are two different paths forward on
that for the two different projects. Only the ASAP, the in-
state pipeline, requires an open season. The Al aska LNG Project
is viewed as a federally regulated feeder pipeline straight to
an LNG facility. The commttee heard extensive testinony about
keeping the supply chain intact from production to treatnment to
pipe to facility, and the need to ensure there are no breaks in
t hat chain. So, as an LNG project, the Alaska LNG Project has
followed this format. For the ASAP Project, AGC, wth a
transportation service conpany, would put forth a proposal via
an open season to determne the demand for transportation

service and who wants to nove the gas. It could be the gas
hol der on the North Slope that wants to nove the gas and then
sell it to soneone. O it could be that soneone wants to buy
the gas on the North Slope from a producer and then pay AGDC to
nove it. So, AGDC would not really have a marketing role in
that context, AGDC would sinply be providing a transportation
servi ce. In the Alaska LNG Project, the state will have a

significant amount of gas that it needs to do something with if
it takes its royalty gas as gas, and particularly if it chooses
to take its tax as gas. Senate Bill 138 specifically |eaves
that authority within DNR in consultation wth DOR There has
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al ways been the possibility and the option for DNR and DOR to
essentially contract with AGC, which could then create a
mar keting subsidiary to nmarket the state's gas. That said,
nobody has stopped the state from marketing its gas. If the
state believes it has gas because it foresees a royalty-in-kind
decision or it assunmes the Alaska LNG Project is noving forward
and so the state will also have tax gas, the state can start
marketing that gas today. To date the state has three
menor anduns of wunderstanding (MOUs) related to marketing. The
adm nistration signed an agreenent wth the Japan Bank of
| nt er nat i onal Cooperation (JBIC), a financing entity for
utilities in Japan, to keep an open dial ogue on what Alaska is
doing in ternms of an LNG project and what the opportunities may
be. The fornmer admnistration also signed an MOU wth the
Japanese government's Mnistry of Econony, Trade and |ndustry
(METI) to do the sanme thing. This adm nistration signed a
cooperative agreenent wth Resources Energy, Inc. (RElI), a
conpany that is looking to link Alaska's gas resource wth
Japanese buyers. So, while those dialogues have been opened

they only nove forward as quickly as certainty is built in the
proj ect . Not until the state is prepared to actually commt to
selling sonmething through a project it is commtted to building
is it able to get buyers to commt to buying on certain terns.

1: 46: 00 PM

REPRESENTATI VE SEATON said those agreenments were nmade before
this would be a bill. He understood that if HB 132 was in place
it would limt AGC from being the marketer and the state could
continue to market through the DOR and DNR

M5. DELBRIDGE answered yes, unless AGDC receives the witten
consent of DNR and DOR to go market the state's gas. She said
DNR currently has a one-year contract wth consultant Audie
Setters, an industry nmarketing expert, to help the state devel op
the infrastructure that wll guide the state in how to market
its gas as LNG to get the best possible returns to the state.

1:47:18 PM

REPRESENTATI VE OLSON asked why it is in Alaska' s best interest
to be first in the market on the state's gas rather than waiting
for the producers to do it. That way, he said, instead of
| ooking for sonebody wanting to buy the gas at the cheapest
price the state woul d have sonebody marketing the gas that wants
to get the highest price for it, which is in theirs as well as
the state's best interest.
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M5. DELBRIDGE replied the conmmttee has heard from nultiple
experts tal king about those kinds of consideration. There is a
ot that is going to go into marketing decisions, but there is a
ot built into Senate Bill 138 and the Heads of Agreenent (HOA)
that it triggered that give the state a |lot of options. Under
Representative Tarr's anendnment to Senate Bill 138 |ast year, if
the state agrees to nodify a |ease and take its royalty in-kind
and adjust sliding scales, that producer, that |easehol der, nust
have agreed that it will take the state's share of gas fromthat
| ease and neke available to the state the disposal of that gas
on the sane terns as the producer. So, a |lot of neat things are
built in, but Representative dson is correct about being
careful on how the marketing is phased in, tine-wse, with the
status of the project.

1:49: 02 PM

REPRESENTATI VE HAWKER requested M. Delbridge to provide the
sponsors' position in regard to criticismthat HB 132 would take
away the state's negotiating powers and i s unconstitutional.

M5. DELBRI DGE responded the sponsors don't understand how HB 132
would dimnish the state's negotiating powers. Is the state
negotiating with the producers and so it needs a conpeting
project? It is difficult to fully understand what is intended
when people are saying that. Addi tional feedback has been
solicited to try to understand this new approach so that the
sponsors can have greater clarity on that. If it's negotiating
powers in relation to being able to market the state's gas or
soneone else's gas, then, yes, the bill makes sure that AGDC can
only market gas that it has permssion to market. The sponsors
don't believe that that curtails the state's powers to negotiate
terms with a project. As far as being unconstitutional, she
understood there is concern that HB 132 would prohibit Al aska
from developing its resources for the greatest benefit of
Al askans. She said the bill directs AGDC to continue on the two
courses that the legislature has already seen fit to commt the
state to after hours of testinony and process. The nunber one
purpose of AGDC in pursuing any project is to do so in a nmanner
that generates the greatest possible benefits for Al askans. I t
further encourages AGC to do projects that bring economc
benefit and that maxinm ze the value of the state's gas back to
the treasury.

1: 51: 32 PM
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REPRESENTATI VE HAWKER said the bill is trying to find clarity
and interpretation. Earlier this week the sponsors heard
horrific criticisnms of HB 132, he related. After the
adm ni stration announced its conpeting project the sponsors of
the bill approached the administration and requested in witing
sone clarity on these positions so this sort of confusion could
be avoi ded. However, he continued, the response to this request
did not provide any clarity.

REPRESENTATI VE CHENAULT confirned that on February 20, 2015, the
sponsors sent a letter to CGovernor Wil ker in which a nunber of
guestions were asked in regard to the project. The March 2,
2015, response did not answer any of the questions. He said the
committee has the ability to put these letters on the record.

M5. DELBRIDGE stated she will provide the aforenmentioned letters
to the commttee after today's hearing.

1: 53: 29 PM

REPRESENTATI VE TARR addressed the date of July 1, 2017, included
in the bill, saying she is concerned with including a hard date
in case there is any slippage in the tineline.

M5. DELBRI DGE answered the dates are in there for a reason and
the sponsors struggled with what is the right date and how | ong
to wait before noving forward on the state's backup. She
explained that by July 1, 2017, it wll be known what is
happening with the Al aska LNG Project and whether there is any
di ssol uti on. Provisions within the agreenents under which the
parties are working today allow for how to dissolve and what to
do with assets devel oped by the project. Then the state could
nmove forward. If the parties enter the FEED decision, which is
expected as early as first quarter 2016, then it is known what
is happening with the Alaska LNG Project and it seens reasonable
that AGDC s options going forward would not be curtailed at that
point; the horse will have been picked. July 1, 2017, is the
ultimate backstop in case things get drawn out. If tinme is
needed beyond first quarter 2016, the agreenents give the
parties up to a year to iron out any lingering issues that are
going to be the deciding factor for them to invest into FEED
During that time, finalizing or bringing to the next level a
prelimnary marketing agreenent may be wanted so it is known
what is needed to mmke that next comm tnent. Therefore that
sounded |ike a reasonable tine period that went past the second
gquarter 2017 when that drop deadline seens to be.
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REPRESENTATI VE TARR recall ed that sone advance funding was given
and July 1, 2017, would be the 2018 fiscal year (FY). She asked
whet her that date coincides with when the previously allocated
funds would run out.

M5. DELBRIDGE replied she does not know when the Alaska LNG
Project funding runs out. She offered to get that information
to the commttee. For the ASAP Project, she said the
appropriations sinply went to the in-state natural gas pipeline
fund and AGDC can draw on that fund as needed, aside from the
current Adm nistrative Order that curtails sone of that.

1: 57: 25 PM

REPRESENTATI VE JOHNSON related that the question he nbst gets
asked is a conpeting line versus a backstop. The admnistration
has proposed a conpeting project, he said, while his conception
of the ASAP Project is that it is a backup plan. He requested
Ms. Delbridge to discuss the difference between a conpetitive
project and a backstop project.

V5. DELBRI DGE r esponded:

Your backstop is sonething where you're essentially
saying if X happens or if X does not happen, then I
have Y to nove forward on. It's an either or, you're
| ooking for one to be successful or not, for sone sort
of point to be reached before you go to your fall back.
The fallback in this case was conceived as strictly a
line that gets gas to Al askans. It had to have an
open season, which neans it would be financed on the
backs of the long-term commtnents from sellers and
buyers and shippers of gas rather than on a state

subsidy or a state equity infusion. A conpeting
project ... is sonething that you' re |ooking to nobve
forward on parallel tracks. That you're looking to

see whose [project] you can push forward farthest.
You're |ooking for advantage, you're looking to see
which one turns up sonething optimal to you in the
end. What that is defined as right now, as in what
ends up being the "best project,” we don't really
know. There is certainly concern from the sponsors
that the state conpeting with this other private
sector project that the state is a partner in, there
is ... an wunderstanding that we've invested state
resources in advancing one project and wanting to
protect the progress of that project in that context
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and also protect the value of those state resources

that have been invested in it to date. Compet i ng
could deter from that in sone ways, in the sponsors'
eyes.

REPRESENTATI VE JOHNSON noted the state is partners in the Al aska
LNG Proj ect .

M5. DELBRIDGE said the state is a 25 percent partner from the
gas treatnent plant (GIP) through the pipeline mdstreamall the
way to the liquefaction, with TransCanada as the state's agent
in the mdstream

REPRESENTATI VE JOHNSON nai nt ai ned what the governor is proposing
is that the state is conpeting against itself.

MS. DELBRIDGE stated, "In a partial project ... that's the way
that it's been portrayed.™

2: 00: 20 PM

REPRESENTATI VE HAWKER said the state has equity in the Al aska
LNG Proj ect. He asked whether the statenent that the state has
a mnority position in the Alaska LNG Project is an accurate
st at enent .

M5. DELBRI DGE answered the state is a full 25 percent owner with
three other 25 percent owners. The only way to conceive of the
state as a mnority partner is to lunp together as one entity
the other three partners, Exxon, BP, and Conoco. Those famliar
with the industry understand that those three conpanies have
very divergent interests and don't always agree on things and
are not acting as one entity in this project, but as three very
distinct and separate entities, sone absolutely with their own
uni que circunstances in the Al aska LNG Project related to where
gas cones from when.

REPRESENTATI VE HAWKER suspected that collusion by those three
entities would involve a certain anount of fair trade concerns
and anti-conpetitiveness.

M5. DELBRIDGE replied she imagines so, particularly when it
comes to the interaction with the market pl ace.

2:01: 51 PM
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REPRESENTATI VE HAWKER sai d that under the Al aska LNG Project the
state has 25 percent in the GIP, the pipeline, and the
liquefaction facility. As Dbest as can be wunderstood, the
conpeting project concept is to have the GIP up north, the pipe,
and then let a third party own all of the LNG facilities.
Referring to last year's argunments in favor of the Al aska LNG
Project, he noted that an LNG facility is where very |owval ue
gas is converted to high-value LNG Even if the state were to
enbark on a conpeting project, he continued, the question is why
the state would give up the conponent of the project that nakes
t he nost noney.

M5. DELBRIDGE replied that is the crux of which the sponsors are
having a difficult time trying to figure out. It was very clear
through Senate Bill 138 testinony that that |iquefaction
facility and the state's participation as a 25 percent owner
comensurate with the anmount of gas the state was able to nobve
in this project of its owm was truly the place to increase and
build on the value of the state's gas. To provide that gas to
soneone else to do fromthere would be the state potentially not

maxi m zing the val ue. Because so nmany details are mssing
[ about the conpeting project], it is difficult to make absolute
statenents in that context. The third party ownership coupled

with the concerns of bringing market buyers in as equity owners
in the entire GIP and pipeline and the discussion of potentially
selling them part of the state's gas share is going to have
inplications on what the state ultimately reaps from its gas
froma project.

2:04: 16 PM

CO CHAI R TALERI CO renarked that at sonme juncture the state wll
get to a level where it cannot try to sell the sane gas through
three different projects. There needs to be a clear path to
nove forward, he said. He surm sed there is a big advantage to
people that already have a vested interest and substantial
investment to be part of a partnership, rather than to pursue
soneone that doesn't have that vested interest at this point.

M5. DELBRI DGE responded the sponsors believe that is correct in
t hat context. Senate Bill 138 provided the structure for the
state's participation in the Al aska LNG Project. The state was
able to work together with the conpanies that have a vested
interest in working long term in Alaska in a framework that
al l oned everyone, through a Iot of negotiation, to get what they
need out of things with the nutual goal of getting Al aska's gas
into market and having returns to both the conpanies and the
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state. The alternative is to partner with people who have noney
to pay for the infrastructure and want to buy gas or LNG but
their tie to Alaska would not be necessarily that |ong-term
vested interest in additional North Slope developnent and
| easehol ds except for through their current participation in the
proj ect .

2: 06: 24 PM

REPRESENTATI VE JOSEPHSON stated that if he had the Senate Bill
138 vote before him again he would again vote yes and he would

vote yes tonorrow as well. He recalled that enalytica, the
consulting firm hired by the legislature for its expertise, has
said many tinmes that half of these projects wll fail. He al so

noted that yesterday's lead article in Larry Persily's daily
downl oad of worldwi de LNG activity stated that British Colunbia
will not be exporting LNG for 40 years because of various
pr obl ens. He inquired as to what to tell his constituents if
they say the state isn't creating a bonafide alternative as
all oned by House Bill 4 when it freed the state from AGA, and
that the state is relying on sonmething and its only fallback is
500 MMCF/ day, which gets the state closer to a state incone tax
or a state sales tax because the state mnust have the revenue
shown by enal ytica and DOR, which is sonewhere over $3 billion.

M5. DELBRIDGE replied that Representative Josephson will answer
his constituents as he sees fit with what he believes from all
of the body of evidence before himand M. Persily's oil and gas
briefings. The sponsors' concern is that if industry is unable
to make the Al aska LNG Project commercially viable, then the
state probably isn't going to be able to either. If the
producers cannot make it economc and comrercial and do this
project, the state could consider it, but the state may end up
in a difficult position. If the state wants to do this so
badly, what gives would the state have to make to nmke this
proj ect happen that dimnish the value that the state gets back
fromit? That's why the backup plan | ooked to an in-state-only
l'ine. People in Alaska need |ower cost reliable energy that
will also let economes grow and industry start. That is why to
date the state hasn't taken ASAP into an LNG project backup type
schenme. |If the Alaska LNG Project doesn't work economcally and
coomercially in its current conponent, mght industry and the
partners decide that they need to downsize it sonewhat? Maybe.
M ght they decide that the market sinply isn't there at the
price required to pay for the $45-$65 billion in infrastructure
to get the gas to the markets? It's possible. And at that
point it would be hard to imagine a scenario in which the state
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could change those dynamics in a meaningful way wthout giving
up the value that the state needs in return.

2:09:34 PM

REPRESENTATI VE OLSON said he thinks the snmall dianeter 1I|ine
woul d be reliable, but asked whether it would be affordabl e.

M5. DELBRI DGE responded it depends on who is using the gas from
that line, what they are paying now, and what they expect to be
paying in the future. The ASAP |ine started truly comng
t oget her when House Bill 369 passed in 2010. That bill told
this group to study an in-state line to see if it could be done
economi cal | y. Fai rbanks [still] has trenendously high prices
and at the time Southcentral was |ooking at some real supply
concerns, to the point that utilities were in a working group to

tal k about how to inport LNG to Southcentral. At the tine the
direction to this team under House Bill 369 was essentially that
it has to be economc. Can it beat the anticipated cost of

inporting LNG to Southcentral Al aska? That estinated cost in
2011 was $16 or nore at the burner tip; the cost that custoners
of ENSTAR Natural Gas Conpany were paying was around $9. Thi s
line could get gas to Southcentral at $9-$11 depending on the
engi neering features, which seened to be in the realm of
economi C. The benefits to Fairbanks were potentially nore
significant given their burner tip cost was around $23. She
said AGC has upgraded sone of those estimates and while she
doesn't know what the current estimates are she thinks the price
of gas in that small line has increased a little bit over tineg,
which is to be expected because of the several hundred mllion
dollars a year of inflation on project costs for every year
wai t ed. She offered her belief that the legislature was
convinced in passing House Bill 4 that a small |ine would never
be built unless it was econom c because buyers and sellers were
needed to make the |ine happen.

2:12: 09 PM

REPRESENTATI VE SEATON recalled that when House Bill 138 was
before the conmittee he proposed an anendnent that would have
provided the state with access to all the information that was
devel oped should the Al aska LNG Project not proceed on tine. He
said he offered the amendnent because he was worried that if the
producers decided not to go forward and yet never nade a
cancel l ati on decision, the state would be stopped and unable to
go forward. Wiile the admnistration then negotiated to get
that sanme thing, it negotiated that any party has access to al
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the information for free if that goes forward. That's been one
of the problenms with AGDC working on information that would be
available to the Al aska LNG Project - AGXC is 100 percent state
funded and yet the information would all flow to the Al aska LNG
Proj ect. He surm sed that what is being done now is that AGDC
is only doing those things for the project for which it is under
contract and being reinbursed such that the state is only
putting in its 25 percent of the costs. He requested M.
Del bridge to address why it is being said it would be redundant
work if any work is done "on planni ng AGDC. "

M5. DELBRIDGE answered AGDC is currently doing some nutually
beneficial work for which it is being reinbursed by the Al aska
LNG Project. Less than $10 mllion of work is going on that way
and is generally geared toward gathering data along the right-
of -way that is necessary to support the filings with the Federal
Energy Regulatory Comm ssion (FERC). The sponsors' current
concern with redundancy is their fear that if ASAP becones
sonething other than an in-state backstop, and thus sonewhat of
a conpeting project, the state's partners in the Al aska LNG
Project may require additional firewalls and regulations
governing what data can be shared, how, and on what terns to
avoid their data on the Al aska LNG Project paid for by them
bei ng used by the state via AGDC on a conpeting project. So, if
what is being developed via the Alaska LNG Project cannot be
used by the state, even though the state is paying for that as a
partner, the state would be forced to also develop it on its own
if the state is going to be using it for a conpeting project,
unl ess there is sone agreenment that can be hanmered out between
AGDC and the Alaska LNG Project partners allowing AGC to work
on a conpeting project.

2:15: 35 PM

REPRESENTATI VE SEATON brought attention to page 2, |ines 30-31,
of the bill which state that the corporation may not plan or
take any step to develop an in-state gas pipeline that intends
to export nore than 50 percent of the gas. He understood M.
Del bridge to be saying that AGDC could still work on the current
pi peline of 1.6 BCF/ day because that pipeline according to AGC
is uneconom ¢ w thout export of nost of that vol une. He asked
whether it is being said that [legislators] wll kind of hide
fromthis and work will continue on that pipeline pretending it
i s sonehow econom c if none of the gas is exported.

M5. DELBRIDGE offered her belief that AGC has all along said
export or sone other large-scale industrial end anchor. Expor t

HOUSE RES COW TTEE - 23- March 6, 2015



of LNG out of Cook Inlet is an obvious answer as an end anchor,
but other things could be significant anchors, such as customners
like a large mning operation or the reopening of Agrium She
said [the sponsors] will want to follow up on the concern with
AGDC and with attorneys because the sponsors' intent is that
ASAP, an in-state line as big as mandated by supply and denand,
is still on the back burner.

2:17: 31 PM

REPRESENTATI VE JOHNSON recal l ed the governor saying in the press
conferences that the nmarket cane to Alaska in 2012. He said he
woul d like sone clarity on why the market cane to Al aska in 2012
but a pipeline isn't being built.

M5. DELBRIDGE replied she will provide a brief overview, but
noted there is a limt as to what is publically avail abl e about
that event. She said TransCanada was the state's |icensee under
AG A and per the statute held an open season in 2010 that was
ultimately unsuccessful. According to TransCanada's Tony Pal ner
there were significant, but not sufficient, bids to nove
f orward. Under AG A, TransCanada was required, up to a certain
point in the project process, to hold a re-solicitation of the
mar ket every two years. A formal open season wasn't required,
but TransCanada had to open a nonbinding w ndow where people
coul d express interest. So, in 2012 TransCanada held one of
those solicitations of interest. At the sane time, however,
pl ans were already kind of shifting to an LNG option. In late
2011 the former governor asked the parties - TransCanada, Exxon,
BP, and Conoco - to start working together and to | ook at an LNG
opti on. So, when TransCanada held that 2012 solicitation of
interest, it put out two options in its advertising all over the
wor | d. One asked about interest in a Lower 48 pipeline, which
was supported by at | east three years of Exxon's and
TransCanada's work; it had a tariff, route design, and vol une.
The other asked about interest in an LNG export project in
Al aska; it had no tariff, no design, and no volune. She related
that she heard from TransCanada that the Lower 48 option had no
nore interest, but there was sonme market interest from the
producers and from potential buyers in looking at an LNG
alternative. Governor Wal ker has said that he, working through
the Alaska Gasline Port Authority (AGPA), submtted a letter,
presumably representing clients in the marketplace, that had
interest in a certain level of capacity should TransCanada go
with that LNG |ine. She offered her belief that to date that
| etter has never been released and is confidential and therefore
it is unknown who the players were, how formal of an agreenent
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they were interested in entering into, and the volunes, terns,
and price. She understood that outside of what was involved in
that AGPA letter, there were sonme others that floated interest
but said they wanted to be involved but didn't have gas and that
to get involved they would need to find a gas supply.

2:21:41 PM

REPRESENTATI VE TARR noted that the state is a partner in the
Al aska LNG Project, that ASAP is different, and that this third
option is being described as the nerchant nodel and is bringing
in the buyers to help with the financing. However, the third
option, she said, is a bit different than what M. Del bridge was
tal king about in regard to pulling back the curtains, but it my
have sone of the sane challenges in that financing nechani sm
She requested Ms. Delbridge to conpare the financing nechani sm
of the third option to the other two options and the strengths
and weaknesses anong the three.

M5. DELBRIDGE said she will briefly discuss the three different
options, but for the relative strengths and weaknesses she nust
defer to expert analysts. She said the Alaska LNG Project
nodel, with four owners and four pieces of pipe so to speak,
woul d each be generally able to finance their share of the
project as the owners individually saw fit providing they were
bringing to the project what was needed. As currently
contenplated, the owners of the gas would own a slice of the
project commensurate with the anmount of gas that each planned to

ship init. In the ASAP Project, AGC was strictly providing a
transportation option, like a railroad that provides shipping
for customers. In that case AGC would be able to sign on

shippers in long-termfirmconmtnents pronmising to pay for that
pi pel i ne space whether or not they shipped, and then AGC woul d
be able to take that to the market and finance based on those
| ong-term conm t nents. Regarding the third concept, she said
not much is yet known. Wat has been heard is that [the state]
would bring in the nmarket for equity in the project and also
sell them gas; the parties would be brought in and would own a
piece, simlar to the Al aska LNG Project where Exxon, BP
Conoco, and the state are owning a piece of the project. In a
way the state is doing that right now with TransCanada on the
mdstream in the Alaska LNG Project - Alaska is giving up a
little piece of its ownership in exchange for sonething
provi ded. If Mtsubishi was brought in, for exanple, an
ownership percentage wuld be given up in exchange for
M t subi shi providing additional capital for that piece of the
proj ect . She said there are different |evels around the world
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for nost projects. Utilities are buying what she has heard
descri bed as "slivers" of ownership, just enough to be part of a
project and understand what is going on, not a voting share.
There are instances where utility consortiuns, Mtsubishi, or
co-ventures have bought nore than just slivers, maybe 16 percent
or higher, and in those cases she said she thinks the terns of
each individual deal would disclose how much of an actual
wor ki ng partner they end up being.

2:25:13 PM

REPRESENTATI VE TARR said that raises a challenge in that the
state cannot force the producers to sell their gas and so the
state would be limted to its roughly 25 percent share. She
i nqui red whether that has enough potential given there would be
many fewer slivers to sell under that and how the state m ght
force a situation that would make that other gas available for
sale. She said she cannot picture how the alignment would work
in ternms of getting enough gas to have a project.

M5. DELBRIDGE replied she thinks the sponsors would agree with
aforenmentioned. In particular, the gas nust have been conmtted
to the project in order to have the sellers involved in
contracts that allow any individual owner to provide the capita
and the financing and everything else that goes into naking a
proj ect happen. The state's share on its own is not even 25
percent unless industry elects to pay its tax as gas for certain
| eases, so the state could have as little as half of that at its
di sposal . The sponsors agree it would be difficult to support
anot her project based on only the state's share of gas.

2:26:50 PM

REPRESENTATI VE OLSON asked whether he heard M. Delbridge
correctly that the results of the responses to the AGPA open
season were never released to the public.

M5. DELBRIDGE explained it was a TransCanada solicitation of
interest in which Governor Wl ker, through AGPA in his capacity
as AGPA' s counsel, she believes, submitted a letter voicing
i nterest. To her know edge, that actual Iletter has not been
made avai |l abl e.

REPRESENTATI VE OLSON i nquired whether the commttee could get a
copy of this letter, given this period of transparency.
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M5. DELBRIDGE answered that the sponsors or the committee can
make that request.

REPRESENTATI VE CHENAULT stated the ~conmittee co-chair can
request a copy and, if received, can distribute it to nenbers.

CO CHAI R NAGEAK directed staff to request the information.
REPRESENTATI VE JOHNSON commented that the commttee could save
itself a lot of time if the admnistration is in possession of a
letter that would finance the pipeline. He said he would like
to see the letter and whether there is a nmarket.

2:29:21 PM

CO CHAI R NAGEAK hel d over HB 132.

The conmmittee took an at-ease from2:29 p.m to 2:31 p.m

HB 109-O L AND GAS LI TI GATI ON SETTLEMENTS

2:31:41 PM

CO CHAI R NAGEAK announced that the next order of business is
HOUSE BILL NO. 109, "An Act relating to the duties and powers of
the attorney general wth respect to «certain settlenents
directly related to oil and gas |eases; providing exceptions for
certain tax and regulatory matters; and providing for an
effective date.”

2:31: 52 PM

MARY HUNTER GRAMLI NG Assistant Attorney GCeneral, GI, Gs &
Mning Section, Cvil Dvision (Juneau), Departnent of Law
(DAL), on behalf of the admnistration, sponsor, thanked the
comm ttee for hearing HB 109.

SUSAN POLLARD, Chief Assistant Attorney General, Legislation &
Regul ations Section, Cvil D vision (Juneau), Departnent of Law
(DAL), said the governor submtted HB 109 for the legislature's
consideration due to his concerns over devel opnent of oil and

gas leases. The bill relates to the authorities and the powers
and duties of the attorney general (AG wth regard to civil
litigation related to oil and gas |eases wunder the Al aska
National Interest Lands Conservation Act (AN LCA). In the
i nstances where a developnent oil and gas |ease gets to civil
l[itigation, the bill would place in statute requirenents that
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the attorney general nake determ nations that any settlenment is
necessary to the issues at litigation. Thi s excl udes unrel ated
matters and does not alter other procedures required by the | aw

2:33: 55 PM

M5. HUNTER GRAMLI NG noted the bill has a zero fiscal note. She
provi ded a sectional analysis, explaining Section 1 of the bill
amends AS 43.05.070, related to the conpromse of a tax or
penal ty. She explained that AS 43.05.070 is found within the
Department of Revenue (DOR) statutes for the adm nistration of
tax. This statute generally provides that before the Departnent
of Revenue may conprom se a tax or penalty, the approval of the
attorney general is required. Section 1 adds a new subsection
(c) to clarify that the requirenents set forth later in the bill
in AS 44.23.020(i) would not apply to the attorney general's
approval of a conpronmise of a tax or penalty. This provision is
necessary to clarify that the existing ability of the attorney
general on approval of a conpromise of a tax or penalty is
unchanged. Section 2 of the bill anmends AS 44.23.020(d). This
is the section of statute relating to the Departnent of Law and
the general powers and duties of the attorney general. Section
2 provides conformng l|language to indicate that the attorney
general has the existing broad settlenment powers except as
otherwi se provided in the new subsection (i), which is in
Section 3 of the bill. Section 3 anends AS 44.23.020 by adding
new subsections (i), (j), and (k). New subsection (i) would
require the attorney general before finalizing a settlenent
directly related to an oil and gas |ease under ANILCA to nake
three determ nations: 1) that the settlenent before the
attorney general is limted to nmatters necessary to settle the
action; 2) excludes matters unrelated to the action; and 3) does
not alter constitutional, statutory, or regulatory procedures
required by I|aw New subsection (j) <clarifies that the
requirenent for a determination in new subsection (i) would not
apply to the attorney general in matters related to the function
of the Departnment of Law and the attorney general as a party
before the Regulatory Conm ssion of Al aska (RCA). Subsecti on
(j) also clarifies that the requirenents in new subsection (i)
woul d not apply to the attorney general in matters related to an
oil and gas pipeline or products pipeline under the Regulatory
Comm ssion of Alaska or another regulatory agency. She noted
that "the Regul atory Conm ssion of Alaska or another regul atory
agency" is a termof art here because that |anguage is found in
the production tax statutes as well; "another regul atory agency"
is generally interpreted to nmean the Federal Energy Regul atory
Comm ssi on ( FERC). Subsection (j) clarifies that the authority

HOUSE RES COW TTEE - 28- March 6, 2015



of the attorney general to settle matters before the Regul atory

Comm ssion of Alaska and the Federal Energy Regul atory
Comm ssion would be unchanged by HB 1009. New subsection (k)
adds a definition for oil and gas |ease and references the

definition found in the production tax statutes at AS 43.55.900.
This definition was chosen so it is clear that when HB 109 in
Section 3 references oil and gas |leases it nmeans an oil and gas
| ease and potentially a gas-only | ease. Section 4 adds an
applicability section that would be in uncodified |aw. Section
4 clarifies that the determ nations in new subsection (i) would
apply prospectively and would not have any retroactive effect.
Section 5 provides for an imedi ate effective date of the bill

She pointed out that Section 3, subsection (i), is the meat of
the bill. The other sections primarily give additional clarity
of what the bill does not do. It does not relate any crimna
matters arising out of an oil and gas |lease. It does not relate
to any tariff |litigation or tax 1issues. It is a narrowy
targeted bill to address prinmarily the governor's concerns about

oil and gas | ease devel opnent cases.
2:39:30 PM

REPRESENTATI VE JOSEPHSON asked why the denarcation of concern
with oil and gas | ease cases and not all sorts of cases.

M5. POLLARD replied it is limted to oil and gas leases in
recognition of the vital inportance of oil and gas leasing to
the state and the reality that the state is a |easeholder wth

the | essees. Because it is a long-termrelationship the state
will be having |ease discussions 40 years from now Sone
i ssues, particularly the oil and gas developnent issue, are
capabl e of continuing because the state will be in the process
of managing the devel opnent. The Departnment of Natura
Resources wll need to continue to assure that |eases are
devel oped in accord with the |ease terns. Due to the great

public inportance of this, and that nmuch of the leasing is a
fairly well-known public process within that conpetitive bid and
findings for |eases, the admnistration thinks it is wise to
[imt it to just oil and gas |eases because the potential issue
here is that +the admnistration wants to recognize the
i mportance of that issue to the state. The administration also
recogni zes that this is, for the Departnment of Law, sonmewhat of
a limtation on the attorney general's authority. It is saying
in statute for the attorney general in a settlenent negotiation,
and a settlement with typically very, very broad authority, to
take a pause and to really consider when entering these
settlenents the three issues brought up in the bill.
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2:41: 26 PM

REPRESENTATI VE JOSEPHSON concluded that in effect the governor
is asking to surrender some power here to other policy mekers
and to the people.

M5. POLLARD responded she is not sure she would put it quite in
those [words], but that mght be a conclusion that folks would
make. The way the adm nistration has described it internally is
that it is just a pause, "just a recognition that in the oil and

gas world, ... particularly at the time this bill applies,
because ... the provisions of this bill don't cone into effect
unl ess you are already in litigation, you are already in a civil
action by just trying to settle this and ... settlenents
thensel ves are difficult anyway.” The adm nistration feels that
while this pause and consideration is being put in the statute
to enphasize the inportance of oil and gas devel opnent, it does

so in a way that is not overly limting or that would delay
projects in any way.

2:42: 35 PM

REPRESENTATI VE HAWKER agreed the entire substance of the bill is
really involved in Section 3 which basically inposes three
findings. The word in in this section is "determne" that it is
limted to certain issues, does not include anything unrel ated,

and does not alter <constitutional, statutory, or regulatory
procedures required by |aw. He inquired whether these are the
only criteria that are relevant. He said he doesn't see

anything that says the attorney ought to determne that the
settlement is in the best interest of the state, and inquired
whet her that is irrelevant.

M5. HUNTER GRAMLING replied it isn't an irrelevant consideration
but said that that general provision is probably found el sewhere
in AS 44.23.020. The attorney general is already to defend the
state constitution and the constitution of the U S. The general
legal requirenments for the attorney general to follow are laid
out in statute, this is just additional instruction particular
for oil and gas lease litigation.

2:44:11 PM
REPRESENTATI VE HAWKER opi ned that these are extrenely broad and

are things already in statute. He asked whether this bill
really does anything that isn't already provided for as part of
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the attorney general's responsibilities in reviewng state

settlenents. He said he would be surprised to find that the
attorney general would not take into consideration whether
something alters constitutional, statutory, or regul atory

procedures, or |looking to see that the settlenent related to the
i ssues necessary to settle it, and didn't already make sure that
the settlenment didn't go to things that had no nexus to the
settlement. He further asked whether he is m ssing sonething.

M5. POLLARD responded she doesn't believe Representative Hawker

is mssing anything. She said the question is typical of the
few questions the admnistration has been getting about this
bill. In regard to Representative Hawker's earlier statenent

about the best interest of the state, she said that the topic
sentence of what the chief legal officer of the state does is
always in the best interest of the state. The bill would then
bring it dowmn to this subset of itens that are not currently in
statute. The administration's desire is to have sonething that
is within the statute to nake clear that in these particular
kinds of settlenments in such an inportant area, that the
attorney nmake a determ nation. It doesn't say "witten
determnation,” it's "determi nation” - a pause, a consideration

a checking off of the boxes that all of these conditions are
considered in entering that settlenent.

2:46:18 PM

REPRESENTATI VE HAWKER nmamintained that this legislation was
inspired by the adm nistration's concern that the Point Thonsen

settl enent had been entered into illegally, that it did not neet
all the necessary requirenents for a proper settlenent. Unt i
starting discussion on this bill, it had been the position of

the Departnment of Law that the Point Thonson settlenent did not
violate the constitution or any state law. He asked whet her the
Department of Law has changed any of its previous positions on
the legality of the Point Thonmson settlenment, given it is now
presenting this bill.

M5. POLLARD answered the departnent sees this bill as a going
forward bill for how potential settlenments wll be handl ed.
Regardi ng the aforenentioned 2012 settlenent, there is currently
no issue related to that settlement and the Departnent of Law
typically wouldn't conment on sonething like that if there were
[itigation. She said the Departnent of Law did defend the
settlement and the Departnent of Law would defend settlenents
entered in by the attorney general on behalf of state agencies.
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2:48: 09 PM

REPRESENTATI VE HAWKER stated there is no |longer any chall enge or
litigation related to that settlenent so it seems to him there
woul d be the freedom to discuss it. He noted that Ms. Pollard
said the departnent defended the settlenent, but didn't say the
departnment still held the position tal king about going forward.
He agai n asked whether the Departnment of Law still believes that
the Point Thonson settlenent was |egitinmate. He further asked
whet her there is concern at the Departnent of Law that there has
been a practice of the attorney general entering into
settlements that violate the law and so this bill is needed.

M5. POLLARD replied yes, the admnistration believes there is a

need for this bill and it has been crafted in a way that
provides the protections and the indications in the statutes
that will help in future settlenents assure that everything is

considered, and, in particular, when talking about these I ong-
termtypes of settlenments or issues with oil and gas | eases.

REPRESENTATI VE HAWKER said, "W are talking circles here because
if you do believe that there was no problem with the Point
Thonson settl enent and there has been no practice in the past of

the AG entering into settlenments that violate state law, | fail
to see a need for the bill." However, he added, the |egislature
often does things that it doesn't see a need for. He said the
House Judiciary Standing Comrmittee will be able to sort this out

much better than he can.
2:50: 08 PM

REPRESENTATI VE JOHNSON said he sees circular logic in what the
adm nistration is saying here. The admnistration is saying it
wants everything to be considered, but certain things are being
taken off the table to not be considered. The administration is
sayi ng everything should be considered but then saying that this
is to limt the powers of the attorney general to sonme extent.
When talking in his office it was said that a settlenent does
not set any type of precedent and so [the state] is not | ocked
into doing the sane thing again in the future for any other
settlenments. Settlenents are agreenents between two parties and
are not like a court case where there is a ruling. He asked
whet her this is accurate.

M5. POLLARD responded that in describing the bill it is hard to

descri be exactly because a balance is trying to be found between
recogni zing the need for great care in entering into settlenents
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related to oil and gas mtters. She said she realized as the

words canme out of her nmouth that limting the attorney genera
was incorrect; it isn't really limting and she was trying to
find the best word for this. The adm nistration is attenpting

to strengthen the statutes in this oil and gas litigation area
so that future settlenents related to oil and gas devel opnent on
state land don't bypass any |egal obligation.

M5. HUNTER GRAMLING added that HB 109 recognizes there are
di fferent approaches to settlenent negotiation and that
generally the attorney general does have broad powers to settle

and, i f needed, ent er into nore global-type settlenent
agr eenents. However, HB 109 reflects policy decision that sone
nore sideboards are needed for civil litigation of oil and gas
| ease issues. There is potential that it could speed up

negoti ation when it is known ahead of tine what the limts of
authority are.

2:53: 05 PM

REPRESENTATI VE JOHNSON remarked that when dealing wth the
producers the state is dealing with the nost "lawered-up
conmpani es on the planet"” and he therefore doesn't understand why
the state would want to take anything off the table or put on
si deboards when negoti ati ng. He said he would think the state
would want to be able to approach that with the full force of
law, the full power of the attorney general using every tool in
the state's tool box, as opposed to putting sideboards on it. He
said the sideboards mnmight have the opposite effect of slow ng
down the process knowing there is only a narrow w ndow for a
settlement as opposed to the state having all of its power to be
br ought forward. He said he doesn't think there has been any
real justification for doing this, but he won't hold up the bil
because the House Judiciary Standing Conmttee is the best place
to handle the bill.

2:54:33 PM

REPRESENTATIVE OLSON returned to Representative Josephson's
first cooments, and said he can see situations where this could
apply to the telecomunications industry, the mneral industry,
fishery issues, and utilities. He inquired as to why not make
this applicable across the board.

M5. HUNTER GRAMLI NG answered the admnistration submtted this

bill to address a particular policy concern that it had. She
said she thinks the Departnent of Law would generally be opposed
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to expanding it to apply to other areas, not that those other
areas aren't inportant but there may be uni ntended consequences.

REPRESENTATI VE OLSON said another situation that comes to mnd
is the Trans-Al aska Pipeline System bal ancing. He said he
doesn't feel confortable with the bill in its current form He
noted that some tine ago the commttee requested that one of the
attorney generals who had handled the state's defense cone give
the conmttee a wap-up, but a different person came who didn't
address the issues that the commttee was | ooking for.

2:55:57 PM

REPRESENTATI VE JOSEPHSON stated that relative to Point Thonmson

constitutionality, and the governor's opinion, he understood
that the governor as a civilian opposed the settlenent while the
previous admnistration found it acceptable. He surm sed this
is well known.

M5. POLLARD replied that if Representative Josephson is saying
the governor did not support the settlement, she cannot speak
about the litigation.

M5. HUNTER CGRAMLING stated she thinks it fair to say that

attorneys can have good faith differing interpretations. Thi s
bill isn't to address that, it is to |ook at going forward. | t
may be that going forward, if this bill were to pass, different

attorneys general would take different interpretations of when a
determnation is required, but this is the particular policy
choice at this tine.

REPRESENTATI VE JOSEPHSON said he is rem nded of Rule of Evidence
408 which tal ks about what is shared in settlenment. He surm sed
Rule 408 would apply relative to the question about whether a
current adm nistration thinks something was proper or inproper.
The nature of the settlement is immterial at this point, the
settlement is over and any |awsuit has been w thdrawn, and DOL
is looking to a new day.

M5. HUNTER GRAMLING believed Rule of Evidence 408 is nore
targeted towards admitting settlement negotiations as evidence
inlitigation, so HB 109 doesn't inpact that court rule at all.

REPRESENTATI VE JOSEPHSON said the spirit of the rule is that
di scussions in settlement are for the settling parties and, in
that sense, answering the nerits or denerits of that settlenent
is beyond the scope of this bill.
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M5. POLLARD responded she would agree with that as a genera
matter. As a specific matter, she noted that Ms. Ganling was
not with the Departnment of Law at the tine of the settlenent.

2:58: 45 PM

REPRESENTATI VE SEATON said that as a |egislator he appreciates
HB 109 because he doesn't think that the attorney general, when
faced with a case, should reach out and change other statutes
because the settling party wanted to cone in and change
something else. |If the state does that in a settlenent, that is
overriding the legislature's authority to create statutes. The
sane applies to regulatory processes that weren't part of the
settlenment, because then it would be having the attorney general
override legislative authority as well as the authorities of
regul atory bodi es. However, he continued, he is nore concerned
with broadening this out, given "the Ketchikan lawsuit," a
current civil suit. Unl ess the attorney general is constrained
to the portions of the lawsuit, the attorney general m ght get
in and determine to change the funding fornmula to make this
settlenment work with this settling party. He said he wants to
ensure that this is nore like a limted conference where it can
be settled between the two parties' positions and cannot reach
out beyond and pull in new things, which is what he thinks this
acconplishes for oil and gas. He offered his hope that the
House Judiciary Standing Commttee will broaden this so that the
attorney general in settlenents of lawsuits can only function
within the parameters of the state's position and the litigant's
position and cannot be |everaged or encouraged to change other
factors. While he thinks that should be the attorney general's
constraint right now, it isn't because a |aw doesn't have to be
violated in a settlenment to change another |aw because the |aw
isn't being violated, it is just making the exception to that
law for that |awsuit. Therefore, these are extrenely val uable
determ nations for the legislature to ensure that this applies
to all settlements because otherwise the attorney general and
the admnistration could be preenpting legislative authority.
He said he thinks the context of HB 109 is right in |ooking at
going forward and not |ooking back at past settlenents. He
again urged that the House Judiciary Standing Conmittee broaden
this authority to look at other civil litigations and ensure
settlements do not go beyond the boundaries or sideboards of the
settl enent. He said he does not Ilook at the bill as
constraining the state's ability to settle but as a sideboard to
settle within the bounds of the lawsuit and not reach out and
change other statutes or regulatory processes. He inquired
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whether there is anything in his aforenmentioned statenents that
t he Departnent of Law would |ike to dispute.

M5. POLLARD answered that often litigation is because people
have a disagreenent over a statutory interpretation. So, care
must be taken about any kind of broadening because oftentines
the parties are going to do the best they can wthin the
settl enent so that everybody can go forward. The judgenent in
there is that that's less of a risk than continuing on wth the
settl enment. She reiterated that the Departnment of Law doesn't
think this would be as nmanageable in other areas as is being
done here with the limting to oil and gas |ease issues that the
Department of Natural Resources is handling. This is in part
because going forward it is nore predictable types of issues
happening for future settlenents, where in other areas it is
very difficult to actually tell what is going to end up being
within litigation.

3:04: 22 PM

REPRESENTATI VE SEATON appreciated Ms. Pollard' s answer, but said
in looking at the Ketchikan school lawsuit, if it would be
easier to settle by going over and changing things in the
foundation formula, that should be the legislature' s prerogative
to create and change that and he would not like to see the state
get into the situation where those kinds of expansions are
al | oned. He added he is not saying that the current attorney
general would do that, but it is a going forward thing that is
important and he is glad it is being brought forward.

REPRESENTATI VE JOHNSON disagreed wth Representative Seaton,
saying this is the appropriate conmttee to introduce the
amendnment given that many of the |eases are regarding |and and
water. |If the House Judiciary Standing Commttee disagrees with
t he anmendnent, he continued, it can take the anmendnment out. He
said he has a problem with singling out a single industry. | f
the legislature is going to treat regulations and settlenents,
the legislature should be consistent. He agreed wth
Representative Seaton that the Ilegislature doesn't want the
attorney general circunventing the statute or the constitution

He urged the commttee to nake the anmendment today or bring it
before the commttee on another day.

3:06:47 PM

CO CHAI R NAGEAK opened public testinony on HB 109, then closed
it after ascertaining no one wished to testify.
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3:08:13 PM

REPRESENTATI VE HAWKER noved to adopt Anmendnment 1, |abeled 29-
GH1126\ A. 1, Nauman, 3/5/15, which read:

Page 1, line 2:
Delete "directly related to oil and gas | eases”

Page 1, lines 13 - 14:
Delete "directly related to an oil and gas |ease
under AS 38.05.005 - 38.05.990 (Al aska Land Act)"

Page 2, line 7:
Delete "related to an oil and gas pipeline or
products pipeline"”

Page 2, lines 9 - 10:
Delete all material.

REPRESENTATI VE SEATON obj ected for purposes of discussion.
3:08: 55 PM

REPRESENTATI VE HAWKER expl ai ned Anmendnent 1, saying he thinks
all of the commttee nenbers have the concern that the state
needs to treat all of its resource settlenents simlarly. He
said he is not confortable wth the sponsor's characterization
that the bill was being limted to oil and gas because of the
i mportance of the oil and gas industry and that the oil and gas
industry involves long-term relationships. He said long-term
relationships occur in the geothermal, mning, and tinber
i ndustri es. Mning is an industry that has the potential for a
| ot of settlenents that could be very material to the State of
Al aska, the Pebble Mne being an exanple. The spirit of
Amendnent 1 is that it |eaves the sane requirenment that the
attorney general make findings. The anendnent | eaves Section 3
intact except it nmkes this legislation applicable to al
settlenments that come under the purview of the attorney general
He said this conmttee is nmking decisions based on resource
concerns and the House Judiciary Standing Conmmttee is the
proper place for the discussion of the |egal details.

3:11: 30 PM

REPRESENTATI VE SEATON drew attention to lines 8-9 of Anmendnent 1
relating to page 2, line 7, of the bill. He pointed out that
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this subsection of the bill is an exception that it does not
apply to certain things, and said he is therefore unsure that is
a deletion the commttee really wants to mnake.

The conmttee took a brief at-ease.

3:12: 49 PM

REPRESENTATI VE SEATON noved to adopt Anmendnent 1 to Anmendnent 1
to delete lines 8-9. There being no objection, Arendnent 1 to
Amendnent 1 was adopt ed.

3:13: 27 PM

REPRESENTATI VE SEATON requested an explanation of lines 11-12 of
Amendnent 1, which propose to delete all material on page 2,

lines 9-10, of the bill.

REPRESENTATI VE HAWKER replied that this is a new section of

statute and these lines in the bill state, "For the purpose of
this section, 'oil and gas |ease' has the nmeaning given in AS
43.55.900." He explained that since the term "oil and gas
| ease” is being elimnated fromthe bill it doesn't need to be
defi ned.

3:14: 08 PM

CO- CHAIR NAGEAK inquired whether there is any further
di scussi on. There being no further discussion, Co-Chair Nageak
stated that Amendnent 1 has been anended.

3:14: 25 PM

REPRESENTATI VE JOSEPHSON noted that the Departnent of Law
earlier stated its position in this regard, but requested that
DCOL be invited to comment on the anmendnent and again explain its
posi tion.

MS. POLLARD stated DOL does not support Anendnment 1 and believes

it is premture. When DOL drafted this bill it was done in
conjunction wth discussions with the Departnment of Natural
Resources; it was felt that the bill was limted and spoken

about with the agency that it would affect. She suggested this
amendnent coul d have uni ntended consequences and said it has not
been discussed in a general matter with anybody else in the
Depart nment of Law.
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3:16: 25 PM

REPRESENTATI VE HAWKER said he understands the concern of the
sponsor, but said the amendnent is offered as a House Resources
Standing Commttee jurisdictional item one that is a matter of
policy statenment. In supporting this anmendnent he said he wants
to make the policy statenment that all resource settlenents are
of equal concern and magnitude and deserve equal consideration

by the attorney general. For exanple, a mning settlenent
related to Pebble Mne should not be less inportant than an oi
and gas settlenent. He further noted that this should also be

| ooked at by the House Judiciary Standing Comm ttee.

MS. POLLARD under stood what Representative Hawker is saying, but
stated she has not been able to vet these potential changes and
therefore it is premature for her to say that this anendnent
woul d be acceptable to the Departnent of Law.

3:18:18 PM

REPRESENTATI VE SEATON drew attention to |anguage in the bill on
page 1, Ilines 1-2, which states, "with respect to certain
settlements". He inquired whether the word "certain" should be

deleted now that "directly related to oil and gas |eases" has
been renoved.

REPRESENTATI VE HAWKER replied he is confortable with |eaving
that sort of detail to Representative Guenberg [of the House
Judi ci ary Standing Conmittee].

3:19: 04 PM
REPRESENTATI VE SEATON understood, then, that as the bill

i
being | ooked at now the specification to "certain" is not sti
restrictive to oil and gas.

S
I

REPRESENTATI VE HAWKER responded that this is for settlenents
that the attorney general is settling; certain settlements as

opposed to the universe of all settlenents in the world. The
word "certain® here is not overly restrictive nor overly
perm ssi ve. He added that the bill would still retain the
concern that it does not involve settlenents under the

jurisdiction of the Regulatory Commission of Al aska, SO
"certain" is a limtation indicating that it is not the entire
uni verse of all possible settlenents that exist in the world.

3:20: 19 PM
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CO CHAI R NAGEAK announced the committee has dispensed with the
anendnent. [Anendnent 1, as anended, was treated as adopted.]

3:20:31 PM

REPRESENTATI VE HAWKER noved to report HB 109, as anended, out of
conmmttee with individual recomendations and the acconpanying
zero fiscal note.

REPRESENTATI VE JOSEPHSON objected, recalling that when the
governor cane before the comrttee the governor said he was
going to file this bill. Al though there is litigation on all
sorts of subjects, the Point Thonson nmatter |asted years, he
poi nted out. There were 23 years when requests to develop the
field were made and ignored. Many Al askans believed that what
was achieved was no different than what should have been
achi eved decades before. | ncorporated in that settlenment was
tax and other issues that were arguably extraneous to devel oping
the field. He said he thinks this could be a step too far to
enable the attorney general the job he or she is allowed to do,
particularly in a strong governor nodel |ike Al aska's. For all
he knows, the state could need another 20 attorneys general if
HB 109 is passed. Therefore, given his uncertainty, he nust
obj ect.

3:22:58 PM

REPRESENTATI VE SEATON said the neat of the bill on page 2 states
that a settlenent: is to be limted to issues necessary to
settle the action, does not include matters unrelated to the
action, and does not alter <constitutional, statutory, or
regul atory procedures required by law. He opined that all three
of those things need to be there for every settlenent. If a
settlenment is going to do any of those three, then it should be
a settlenent that is proposed to the l|legislature and should get
| egislative approval if it is altering statute or altering
constitutional or regulatory procedures. He said he doesn't
think it limts the authority of the attorney general to propose
a settlenment, but if it is going beyond the confines of what the
action is, then it should have to conme back to the |egislature.
That is why, he continued, he will be supporting this.

3:25: 06 PM

REPRESENTATI VE JOSEPHSON stated that if all of the settlenents
were reviewed by a court of law he wouldn't be particularly
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concerned because no court can adjust the rules of court up to a

point or the statutes or constitution. A court will cone as
close as it can but it will not cross the |ine. He said he
thinks this will also inpede the DNR conmm ssioner's authority

because the DNR conm ssioner plays a pivotal role as essentially
an adjudicator of sone of these disputes, and the commttee has
not vetted what that neans to the job of the attorney general
and to the DNR conmmi ssioner. He naintained his objection.

CO- CHAIR TALERICO agreed with Representative Seaton and said
rather than seeing nore attorneys general he fears the
| egi sl ature would be doing legislation eventually for each and
every industry in the state to level this playing field and nmake
this consistent. This will provide a |level of consistency that
woul d stretch throughout all of the industries in the state. He
said he therefore supports this amendnent.

3:27:15 PM

REPRESENTATI VE JOHNSON said this conversation raises flags to
hi m because he is wondering what settlenents have been contrary
to statute, constitution, or regulation given he didn't know
that could even be an option. He said this goes back to his
original statement that he is unsure this law is needed, but he
thinks this anmendnent is needed if this law is to go forward
He offered his strong support for the anendnent and the
| egi sl ati on.

REPRESENTATI VE JOSEPHSON mai nt ai ned hi s obj ecti on.
3:27.:46 PM

CO CHAI R NAGEAK requested a roll call vote on reporting HB 109
as anended.

A roll call vote was taken. Represent ati ves Hawker, Johnson
A son, Seaton, Talerico, and Nageak voted in favor of reporting
HB 109, as anended. Representati ve Josephson voted against it.

Therefore, CSHB 109(RES) was reported out of the House Resources
Standing Conmittee by a vote of 6-1.

3:28: 53 PM
ADJ QURNIVENT

There being no further business before the commttee, the House
Resources Standing Conmmttee neeting was adjourned at 3:29 p.m
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