ALASKA STATE LEG SLATURE
SENATE RESOURCES STANDI NG COWM TTEE
April 15, 2015
3:30 p.m

VEMBERS PRESENT

Senator Cathy G essel, Chair
Senator M a Costello, Vice Chair
Senat or John Coghi | |

Senator Peter M cciche

Senator Bert Stednman

Senator Bill Stoltze

MEVMBERS ABSENT
Senator Bill W el echowski
COVM TTEE CALENDAR

HOUSE JO NT RESOLUTI ON NO. 24

Uging the federal governnent to honor its commtnents to
transfer land to the state; and wurging the United States
Secretary of the Interior and the United States Congress to
adhere to the recommendations of the United States Departnent of
the Interior in its 2006 report under the Al aska Land Transfer
Accel eration Act, including lifting w thdrawal s.

- MOVED HIR 24 OQUT OF COW TTEE

SENATE JO NT RESOLUTI ON NO. 18

Supporting the |leases issued by the United States Departnent of
the Interior to Royal Dutch Shell in the Chukchi and Beaufort
Seas; wurging the Governor of the State of Wshington, the
Seattle City Council, and other public officials in the State of
Washington to refrain from destructive attacks on the econony,
jobs, and lives of the people of this state and the State of
Washi ngton and to look first at closing the Boeing production
facilities to reduce em ssions of carbon dioxide from conmerci al
activity; inviting Royal Dutch Shell to use a port in this state
as the honeport of its Arctic drilling fleet if the lease wth
the Port of Seattle is termnated; and requesting that the
Al aska Congressional delegation support restricting the Export-
| mport Bank of the United States to lending only to snall
busi nesses.

- MOVED CSSJR 18(RES) QUT OF COW TTEE
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SENATE BILL NO 50
"An Act relating to the prograns and bonds of the Al aska
| ndustrial Developnent and Export Authority; related to the

financing aut hori zation t hr ough t he Al aska | ndustria
Devel opnent and Export Authority of a liquefied natural gas
production pl ant and nat ur al gas ener gy projects and

di stribution systens in the state; anending and repealing bond
aut hori zations granted to the Al aska Industrial Devel opnent and
Export Authority; and providing for an effective date."

- MOVED CSSB 50(RES) QUT OF COW TTEE

CSHB 137(FIN) AM

"An Act raising certain fees related to sport fishing, hunting,
and trapping; relating to the fish and gane fund; providing for
the repeal of the sport fishing surcharge and sport fishing
facility revenue bonds; replacing the pernmanent sport fishing,
hunting, or trapping identification card for certain residents
with an identification card valid for three years; relating to
hunting and fishing by proxy; relating to fish and gane
conservation decals; raising the age of eligibility for a sport
fishing, hunting, or trapping |license exenption for state
residents; raising the age at which a state resident is required
to obtain a license for sport fishing, hunting, or trapping; and
providing for an effective date."

- SCHEDULED BUT NOT HEARD
PREVI QUS COW TTEE ACTI ON
BILL: HIR 24

SHORT TI TLE: LI FT FEDERAL LAND W THDRAWALS
SPONSOR(s): REPRESENTATI VE(s) KELLER

04/ 07/ 15 (H READ THE FI RST Tl ME - REFERRALS

04/ 07/ 15 (H) RES

04/ 10/ 15 (H) RES AT 1: 00 PM BARNES 124

04/ 10/ 15 (H) Moved HIR 24 Qut of Committee

04/ 10/ 15 (H) M NUTE( RES)

04/ 11/ 15 (H) RES RPT 5DP 1AM

04/ 11/ 15 (H) DP: JOHNSON, SEATON, TARR, OLSCN,
HAVWKER

04/ 11/ 15 (H) AM  JOSEPHSON

04/ 13/ 15 (H TRANSM TTED TO (S)

04/ 13/ 15 (H) VERSI ON: HIR 24

04/ 14/ 15 (S READ THE FI RST TI ME - REFERRALS
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04/ 14/ 15 (S) RES
04/ 15/ 15 (S) RES AT 3:30 PM BUTROVI CH 205

BILL: SJR 18
SHORT TI TLE: SUPPORT SHELL PORT OF SEATTLE LEASE
SPONSOR(s): RESOURCES

04/ 13/ 15 (S) READ THE FIRST TIME - REFERRALS
04/ 13/ 15 (S) RES

04/ 15/ 15 (S) RES AT 3:30 PM BUTROVI CH 205
BILL: SB 50

SHORT TI TLE: Al DEA: BONDS; PROGRAMS; LOANS; LNG PROQIECT
SPONSOR(s) : RULES BY REQUEST OF THE GOVERNOR

02/ 11/ 15 (S READ THE FI RST Tl ME - REFERRALS
02/ 11/ 15 (9 NRG RES, FIN

03/ 10/ 15 (S) NRG AT 3:30 PM BELTZ 105 (TSBI dg)
03/ 10/ 15 (S) Heard & Held

03/ 10/ 15 (S) M NUTE( NRG

03/ 26/ 15 (S) NRG AT 3: 30 PM BELTZ 105 (TSBI dg)
03/ 26/ 15 (S) Moved CSSB 50(NRG) Qut of Conmittee
03/ 26/ 15 (S) M NUTE( NRG

03/ 27/ 15 (S) NRG RPT CS 3DP INR SAME TI TLE
03/ 27/ 15 (S) DP: EGAN, BI SHOP, HOFFMAN

03/ 27/ 15 (S) NR. M CCl CHE

03/ 30/ 15 (S) RES AT 3: 30 PM BUTROVI CH 205

03/ 30/ 15 (S) Heard & Held

03/ 30/ 15 (S) M NUTE( RES)

04/ 03/ 15 (S) RES AT 3: 30 PM BUTROVI CH 205

04/ 03/ 15 (S) -- MEETI NG CANCELED - -

04/ 09/ 15 (S) FIN AT 1: 30 PM SENATE FI NANCE 532
04/ 09/ 15 (S <Pendi ng Referral >

04/ 10/ 15 (S) RES AT 3: 30 PM BUTROVI CH 205

04/ 10/ 15 (S) Heard & Held

04/ 10/ 15 (S) M NUTE( RES)

04/ 14/ 15 (S) RES AT 3: 30 PM FAHRENKAMP 203

04/ 14/ 15 (S) Heard & Held

04/ 14/ 15 (S) M NUTE( RES)

04/ 15/ 15 (S) FIN AT 1: 30 PM SENATE FI NANCE 532
04/ 15/ 15 (S) RES AT 3: 30 PM BUTROVI CH 205

W TNESS REG STER
JI M POUND, staff to Representative Wesley Keller

Al aska State Legislature
Juneau, Al aska

SENATE RES COW TTEE - 3- April 15, 2015



PCSI TI ON STATEMENT: Commented HIR 24 for the sponsor.

SARAH TAYLOR

Citizen's Advisory Comm ssion on Federal Areas
Anchor age, Al aska

POSI TI ON STATEMENT:  Supported HIR 24.

KARI NORE, staff to Senator G essel

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Commented on SJR 18 for the sponsor.

REED CHRI STENSEN, Board Menber

Al aska Support Industry Alliance

Anchor age, Al aska

POSI TI ON STATEMENT:  Strongly supported SJR 18.

SARAH ERKMANN, Manager

External Affairs

Al aska O | and Gas Associ ati on (AOC&)
Anchor age, Al aska

PCSI TI ON STATEMENT:  Supported SJR 18.

AKIS d ALOPSI S, staff to Senator G essel and the Senate
Resources Committee

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: Revi ewed proposed changes to SB 50 for the
sponsor.

Bl LL PARADY, Deputy Conm ssioner

Department of Conmerce, Conmmunity and Econom c Devel opnent
( DCCED)

Juneau, Al aska

PCSI TI ON STATEMENT: Commented on SB 50.

GENE THERRI AULT, Director

Al aska Energy Authority (AEA)

Fai r banks, Al aska

POSI TI ON STATEMENT:  Conment ed on SB 50.

ACTI ON NARRATI VE
3:30: 55 PM

CHAIR CATHY GESSEL <called the Senate Resources Standing
Commttee neeting to order at 3:30 p.m Present at the call to
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order were Senators Stednman, Costello, Coghill, and Chair
G essel .

HIR 24- LI FT FEDERAL LAND W THDRAWALS

3:31: 36 PM
CHAI R G ESSEL announced the consi derati on of HIR 24.

3:31:40 PM

JIM POUND, staff to Representative Wsley Keller, Alaska State
Legi sl ature, Juneau, Al aska, explained HIR 24 for the sponsor.
He said it is a kinder gentler version of previous |anguage
about land and the federal governnent. He explained that the
"whereas" clause is basically a history of the land w thdrawal s
during the Alaska Native Clains Settlenent Act (ANCSA). That act
and the Alaska National Interest Land Conservation Act (AN LCA)
authorized the Secretary of Interior to wthdraw and hold nore
than 150 mllion acres of land in Alaska for the purposes of
studying what to do with it down the road.

3:32:21 PM
SENATOR STOLTZE joined the commttee.

MR. POUND explained that part of that requirenent was for a
report, known as the Al aska Lands Transfer Acceleration Report,
to be filed with Congress, which was done in 2006; it also
became an act in 2007. The report cited that 95 percent of the
|and that was being withheld had outlived its original purpose
and should be returned to the state. Despite that report, none
of that land has been released so far. During that tinme, the
state has been permtted to do sone "top-filing" on the |and, so
whenever it is turned over there is an option for the state to
getting that |land and take care of it.

The resolves ask the federal governnent to honor its commtnent
to Alaska under Statehood, ANCSA, the Cook Inlet Exchange,
ANI LCA and the Al aska Land Transfer Acceleration Act and rel ease
approximately 152,181,400 acres of land. It further asks
congress to strongly encourage the Secretary of the Interior to
act in that direction. The only stick in this resolution is that
it suggests that the Attorney Ceneral to seek legal action if
the land is not rel eased.

The final clause says who the resolution will go to.

3:34:10 PM
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SARAH TAYLOR, Citizen's Advisory Conmm ssion on Federal Areas,
Anchor age, Al aska, supported HIR 24. She had been working on the
Bureau of Land Managenent (BLM (d)(1) w thdrawal issues for the
|ast 12 years. "Wiy are we still waiting for our |and? Soneone
said the answer is because the good stuff is all |ocked up."

She explained that the D1 withdrawals reference Section 17

(d)(1), of the Alaska National Interest Lands Conservation Act
(ANILCA). Al of those wthdrawals are still on the books even
34 years after ANILCA was passed. A nunber of wthdrawals were
made for a pipeline corridor and sonme other things, and the BLM
2006 report recognized the reasons for those withdrawal s were no

| onger at issue and that, therefore, the release of 151 mllion
acres was consistent with the public interest but they were
going to consider withholding 6 mllion acres of (d)(1) I|ands

until a nore appropriate withdrawal could be put in place.

Thr oughout 2000, when BLM was going through its planning process
it was recomending in each plan that the (d)(1) w thdrawals be
lifted. Even with each of those recomendati on those w thdrawal s
have not been lifted. Sonme very prinme acreage is sitting under a
(d)(1) withdrawal preventing its transfer to anyone. This is a
great opportunity to free up the title and start to address
which withdrawals they would like to hold on to and then allow
Al aska to receive entitlenment free of this encunbrance.

SENATOR COCHILL said the only negative aspect about this is that
Alaska is dealing with so many federal issues that resolutions
are going out at a high rate. They just need to nake sure they
are heard.

CHAI R G ESSEL opened public testinony on HIR 24; finding none
she closed it.

SENATOR COSTELLO noved to report HIR 24, version 29-LS0843\A,
fromcommttee with individual recommendations and attached zero
fiscal note. There were no objections and it was so ordered.

3:40: 03 PM
At ease from3:40 to 3:41 p. m

3:41: 27 PM
SENATOR M CCI CHE joined the commttee.

SJR 18- SUPPORT SHELL PORT OF SEATTLE LEASE

3:41: 37 PM
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CHAI R 3 ESSEL announced consi deration of SJR 18.

KARI NORE, staff to Senator G essel, Alaska State Legislature,
Juneau, Al aska, explained SJR 18 for the sponsor. She said this
resolution supports the Royal Dutch Shell Port of Seattle
| eases. It also wurges the State of Washington to stop
interfering with Al aska's econom c devel opnent, especially when
it conmes to developing the oil and gas deposits in the Beaufort
and Chuckchi Seas and the Al aska Arctic.

She said this resolution also offers Seward and/or Dutch Harbor
as possible ports for Royal Dutch Shell in the event that
Seattle and the State of Washington nove forward wth the
termnation of their current |eases.

SENATOR STEDMVAN said Shell had been | ooking at several ports and
that Dutch Harbor and Seward are far from the supply chain. He
was wondering why those were picked from the whole ganut of
choi ces they have in Al aska.

CHAIR G ESSEL replied that Dutch Harbor is an actual |ocation
where Shell has harbored their vessels before and they have sone
facilities set up for them there; Seward is in the process of
devel oping a harbor. Ketchikan is an option and she wasn’'t sure
that Whittier could accomopdate the drilling vessels.

SENATOR STEDMAN said Sitka has a dock facility that is capable

of accommodati ng Pananmax-sized ships. It appears that no one
port will have the capacity to facilitate offshore and that
Alaska will end up wth nultiple ports. Seattle is being

extrenely rude and Al aska would |like to get Shell's business.

SENATOR STOLTZE said Seward has a rich history in the
devel opnment of Alaska and asked if they had received support
fromthe Cty of Seward for econom c devel opnment because of the
National Park issue and politics involved in Seward. He asked if
they had received any support from the City of Seward for
econoni ¢ devel opnment and bringing sonething as evil as fossil
fuels into its port.

CHAIR G ESSEL responded, as the imrediate past senator for
Seward, that Seward was the honme port for at |east one of
Shell's vessels and is quite open to devel opnment. An industria
harbor is being devel oped across the bay fromthe city.

3:46:40 PM
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SENATOR STEDVAN noved conceptual Anmendnent 1 to add "has

avai l able potenti al home ports at Dutch Harbor, Sewar d,
Ket chi kan, Sitka, and anywhere in Prince WIIliam Sound”" on page
3, line 13, to leave the all the options open for conpanies.

There were no objections and conceptual Anendnment 1 was adopt ed.

3:47:42 PM
CHAI R G ESSEL opened public testinony on SJR 18.

REED CHRI STENSEN, Board Menber, Al aska  Support | ndustry
Al liance, Anchorage, Al aska, strongly supported SJR 18. He is
also the President of Dow and-Bach Corporation. He said the
Al aska business climate is like the weather: if you like it or
not, just wait five mnutes because it wll change. This rugged
envi ronnent and renoteness is part of the natural challenges of
doi ng business in Alaska, but nost people don't realize it or
our resiliency and capacity to rise to them

However, the recent stance by neighbors in Washington State and
others are much worse than the flooding of the Dalton H ghway.
The Alliance strongly supports this resolution and echoes
remarks nmade by Mayor Brower of the North Slope in her open
letter to Lieutenant Governor Hensley that says statements from
current |eadership in Washington State and Seattle "reflect a
| ack of basic know edge about our region and are offensive to
people who live in Anerica's Arctic."”

3:51:23 PM

SARAH ERKMANN, Manager, External Affairs, Alaska Ol and Gas
Associ ation (AOGA), Anchorage, Al aska, supported SJR 18. She
said the Arctic Quter Continental Shelf (OCS) holds enornous oi
and gas resources, approxinmately 27 billion barrels of oil and
132 tcf of natural gas. In conparison, the Trans Al aska Pipeline
System (TAPS) has carried just nore than 17 billion barrels in
over 30 years. At one point, it carried nore than 2 mllion
barrels of oil a day, but now it transports an average of
550,000 barrels a day. TAPS has played a critical link in the
nation's energy security and OCS devel opnent in the Beaufort and
Chukchi Seas could feed into TAPs and nmaintain its viability for
years to cone.

Additionally, oil and gas developnent in the Arctic OCS neans
j obs for Al askans. Devel opnment of the Chuckchi and Beaufort Seas
is predicted to produce an annual average of 35,000 direct and
indirect jobs over the next half century for Al aska, alone.
Those jobs represent a total payroll of nore than $70 billion.
Wen it conmes to the Pacific Northwest, Shell's decision to
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stage its Arctic operation in Seattle in 2012 poured hundreds of
mllions of dollars into the Seattle econony and enployed nore
t han 400 people. Seattle stands to benefit fromsimlar economc
benefits in 2015. On a broader scale, the State of Washington
and Gty of Seattle benefit from the devel opnment of Al aska's
resources via 113,000 jobs for Wshington residents and annua
busi ness sales to the state of $5 billion.

3:54:11 PM
CHAIR QESSEL finding no further comments on SJR 18, closed
public testinony.

SENATOR STEDVAN comrented that Washington State nmight do a
refined products tax on exports next year, and maybe Al aska
m ght have a difference of opinion on that. So, it goes beyond
just what they are doing with Shell.

3:55: 04 PM

SENATOR M CClI CHE said he appreciated SIJR 18 very much. The point
is not lost of the hypocrisy of sone conmunities; it seens |ike
the nore btus they use per capita the nore they are against oi
and gas developnent. He suggested encouraging developers of
waters off of Alaska to start a little earlier on to keep their
investnments in the state. The nore that occurs, the nore our
infrastructure will be capable of servicing those vessels and
assets.

SENATOR COGHILL remarked that one of the things that gets | ost
by many people who live in Seattle is that Alaska is trying to
build an infrastructure for power here. They have lived for
al nost a century with hydro projects put together by the federal
government and run by the Arny Corps of Engineers that has given
them 4-cent power that they lean on, and they are quite often
accusing Al askans of leaning on the federal governnent. Boeing
woul d not have noved to Seattle if it hadn't been for |ow cost
power that was created a century ago.

SENATOR STEDVAN added that it goes beyond the western side of
the State of Washington; "it goes into the eastern side when you
| ook at danmi ng of rivers for hydro-generation and the farm belt
that sprang up once they had the ability to water the desert.”
In the event |egislators ever go down that road and nention it
formally to their legislature, he would like to use a broader
brush and remnd them of developnent on both sides of the
nount ai ns.
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SENATOR COSTELLO nobved to report SJR 18, as anended, from
commttee with individual recomendations and attached fiscal
note(s). There were no objections and CSSJR 18(RES) was reported
fromthe Senate Resources Standing Comrittee.

3:59: 23 PM
At ease from3:59 to 4:00 p. m

SB  50- Al DEA:  BONDS; PROGRAMS; LOANS; LNG PRQJECT

4:00: 45 PM
CHAI R G ESSEL announced the consideration of SB 50, noting that
this is the fourth tine the conmttee has taken it up.

SENATOR COSTELLO noved to adopt CSSB 50 ( ), version 29-
GS1019\ E, as the working docunent.

CHAI R G ESSEL obj ected for discussion purposes.

4:01: 32 PM

AKIS G ALOPSCS, staff to Senator Gessel and the Senate
Resources Committee, Alaska State Legislature, Juneau, Al aska,
went over the proposed changes to SB 50 for the sponsor. He said
in contrast to Version W sections 1, 2, 3, 6, and 7 have been
renmoved. Those sections dealt specifically wth the two
addi tional conponents of SB 50 that did not deal wth the
Interior Energy Project (I1EP), nanely adjusting the bonding
aut hori zations for AIDEA for inflation and repealing of existing
bond authorizations. The rationale is two-fold: first, these are
cl ean-up provisions and due diligence warrants putting them in
another bill where they can be vetted. Secondly, it appears that
t he exigent circunstances of accelerating the IEP is requiring a
focus on the IEP's flexibility in the context of AIDEA and thus,

scaling that bill to that project.

The second changes address Senator Coghill's installation of new
| anguage in a new sections 1 and 4 of Version E. He deferred to
Senator Coghill for an expl anati on.

4:03:21 PM

SENATOR COGHILL explained that section 1 deals wth intent
| anguage. Wth the increased flexibility, it asks that this
| anguage focus solely on advancing the Interior Energy Project
(IEP) referred to in 26SLA. To stay consistent, it asks for an
open and conpetitive solicitation process and to select private
entities to participate in the LNG project.
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Section 4 in the uncodified |law asks for reports that would
require the Al aska Industrial Developnment and Export Authority
(AIDEA) to submt quarterly reports to the legislature by way of
the Chief Cerk and Secretary and to the legislature generally
at the request of Legislative Budget and Audit (LB&A). The
quarterly reports should include a progress on all t he
conponents: a status of the local distribution infrastructure

an up-to-date nonitoring of conversions and anticipated
conversions, which wll drive economes of scale, and a
financial accounting of funds expended and those anticipated to
be spent. Section 5 said there conmes a tinme when requirenents
shoul d be repeal ed.

CHAI R G ESSEL asked why the year 2025 was chosen.

MR. G ALOPSOCS apol ogi zed for omtting a fourth change, the new
section 5, which is repealer |anguage of the prior section 4.{
The reason 2025 was added was to affirmthe IEP' s trajectory of
coinciding with first gas from the North Sl ope production of a
| arge scale natural gas project. The intent of the chair and
others of having that tinmeframe, even if the IEP enters into
obsol escence earlier, is so there would be an ability for a post
nortem on the positive or negative consequences of that policy
decision to informfuture Al DEA endeavors.

CHAIR GESSEL invited opinions from M. Therriault and M.
Parady on Version E

4:08: 02 PM

BILL PARADY, Deputy Conm ssioner, Departnment of Comrerce,
Community and Econom c Devel opnent (DCCED), deferred to his
col | eague for comment, but he appreciated the opportunity to be
accountable for what is represented in section 4.

GENE THERRI AULT, Director, Alaska Energy Authority (AEA)
Fai r banks, Al aska, said the reporting requirenents and intent in
SB 50 are reasonabl e.

CHAIR G ESSEL found no questions and renoved her objection
sayi ng CSSB 50 (RES) version \E was adopt ed.

SENATOR STOLTZE sai d hope, caution, skepticismburns eternal.
SENATOR COGHI LL said these reporting requirenments will help keep
a bright light on the IEP; due diligence by AIDEA and the

| egislature is inportant. He guessed another discussion on it
woul d be needed next year.
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CHAIR G ESSEL commrented that yesterday they heard great public
testimony from Fairbanks and she had received an email from one
of them M. Merrick Pierce, whose concluding sentence was that
the nmeter price needs to be closer to $10 mmbtu in Anchorage for
a project to work and she thought that was a pretty high
requirenent for this project to pencil out in Fairbanks. She
said the main purpose of this CS was to focus on the |IEP and get
gas to Fairbanks as soon as possible.

SENATOR STEDMAN commented it's <clear that Fairbanks needs
assistance with air inversion issues and the cost of oil over
the last few years, and a $10 in Anchorage price would be nice
to have across the state.

4:15:59 PM

SENATOR COSTELLO noved to report CSSB 50(RES), version E, from
conmittee with individual reconmendations and attached fiscal
note(s). There were no objections and it was so ordered.

ADJ OURNVENT

4:16: 46 PM

Finding no further business to conme before the committee, Chair
G essel adjourned the Senate Resources Conmittee neeting at 4:16
p. m
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