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The FINANCE Comm ittee considered: 

HOUSE BILL NO. 250 NORTH SLOPE GAS COMM. TEAM

HB 250

“An Act establishing a North Slope Gas Commercialization Team to develop recommendations regarding a North Slope 
gas project; and providing for an effective date.”
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STATE OF ALASKA
1997 LEGISLATIVE SESSION

FISCAL NOTE

No.___
Bill V ers ion : HB 250

1, (H) Publish Dale: 4/1&/97

Revision Oaia: _________________________________
“ Se: 'Jorth S low  Gas Commeroaiiz3Ucn

wCcnsor

Pecuesior

Ceot Affected: 
_3RU: 
Comoonent

Revenue
Administration and Support
Commissioner's Offics

Governor
RLS

E^cendituree/Revenuee:

COMPONENT SERIAL NO.

iTTiousands ol Dollars)

123

OPERATING EXPENDITURES rY 9  8 FY99 FYOO FY 01 FY 02 FY 03
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
UNO  4 STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

50.0 "
30.0 ”

150.0 ”

TOTAL OPERATING 238.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0

CHANGE IN REVENUES ( )

FUND SOURCE (Thousands of Oollars)
1C02 Feoeral Receipts 
1003 GF Match 
1CQ4 GF
1005 GF/Program Receipts 
1037 GF/MentaJ Health 
Other

238.0 0.0 3.0 0.0 0.0 0.0

TOTAL 238.0 0.0 0.0 0.0 0.0 0.0

Estimala of any current year (FY97) cost J 

POSITIONS:

0.0

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page if necessary)

In continuing the efforts to develop the North Slope Gas Project, funding is needed to accomplish the following:
1. staff work to complete the research and analysis to develop specific fiscal terms for proposed legislation and contract terms 

and staff work to facilitate commercialization team meetings and travel;
2. consultant to advise state on fiscal system;
3. coordination of the stale’s efforts with leaseholders and potential project sponsors;
4. perform a socioeconomic study of the effects the project would have on the state.

** Estimates may require further refinements.

Prep a/fed by.
Division:
Approved by Commissioner.
Agency

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE 
COM M /  ynatic<1 ca>> “ ie Govemor's Legislative Off
NSGAS.XLS

Tamar diFranco______________________________
Commissioner's Office 
Wilson L  Condon 
Revenue

Phone: 465-2300
Date: Aon) 11,1997
Date: April 11997
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FISCAL NOTE

» STATE OF ALASKA
1997 LEGISLATIVE SESSION

BILL NO CSHB 250 (O&G)

Dept. Affected Revenue
Title: North Slope Gas Commercialization BRU: Administration and Support

Sponsor:
Requestor:

Governor Components: Commissioner's Office 
Scnal # 123

EXPENDITURES/REVENUES: (THOUSANDS OF DOLLARS)
OPERATING FY 98 FY 99 FYOO FY 01 FY 02 FY 03

P e r s o n a l  S e r v i c e s
T r a v e l
C o n t r a c t u a l
S u p p l i e s
E q u i p m e n t
L a n d  & S t r u c t u r e s
G r a n t s ,  C l a i m s
M i s c e l l a n e o u s
TOTAL OPERATING

0.0 0.0 0.0 0.0 0.0 0.0

0.0 0.0 0.0 0.0 0.0 0.0

0.0 0.0 0.0 0.0 0.0 0.0

0.0 0.0 0.0 0.0 0.0 0.0

0.0 0.0 0.0 0.0 0.0 0.0

0.0 0.0 0.0 0 0 0.0 00

0.0 0.0 0.0 0.0 0.0 0 0

0.0 0.0 0.0 0.0 0.0 00

0.0 0.0 0.0 0.0 0.0 00

CAPITAL 0.0 0.0 0.0 0.0 0.0 0 0

REVENUE 0.0 0.0 0.0 0.0 0.0 0 0

FUNDING: (THOUSANDS OF DOLLARS)
General Fund 0.0 0.0 0.0 0.0 0.0 0.0

Federal Fund 0.0 0.0 0.0 0.0 0.0 0.0

Other 0.0 0.0 0.0 0.0 0.0 0 0

T O T A L 0.0 0.0 0 0 0.0 0.0 0.0

P O S I T I O N S :
Full-Time 0 ' o1 0 0 0 0

Part-Time 0 0 0 0 0 0

Temporary 0 0 0 0 0 0

ANALYSIS: (ATTACH A SEPARATE PAGE IF NECESSARY)

see attached analysis

Prepared by: House Finance Comniif.ee

Rep. Mark Hanley. Co-Chair

Rep Gene Therriault. Co-C

Dale:

Phone:

Phone:

4/29/97

465-4939

465-4797
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U B c S S Z >
T o n y  K n o w l e s  

g o v e r n o r

P O  Box 110001 
Juneau, Alasha 99011-0001 

1907) 465-3500 
Fax (9G7) 465-3532

S t a t e  o f  A l a s k a
OFFICE OF THE GOVERNOR

J u n e a u

A p r il  11, 1 9 9 7

T h e  H o n o ra b le  G a il  P h illip : 
S p e a k e r  o f  th e  H o u s e  
A la s k a  S ta te  L e g is la tu re  
S ta te  C a p i to l

82

D e v e lo p in g  o u r  e n o r m o u s  N o r th  S lo p e  n a tu r a l  g a s  r e s o u rc e s  is  a  s ig n i f ic a n t  o p p o r tu n i ty  
fo r  c r e a t in g  A la s k a  jo b s  a n d  p ro v id in g  a  s e c u re  e c o n o m ic  b a s e  u p o n  w h ic h  to  b u ild  
A la s k a ’s fu tu re . T h is  b il l  I t r a n s m it  to d a y  e s ta b l is h e s  th e  N o r th  S lo p e  G a s  
C o m m e rc ia l iz a t io n  T e a m  to  id e n t i fy  a n d  d e v e lo p  s te p s  th e  s ta te  c a n  ta k e , in  c o o p e ra t io n  
w ith  th e  N o r th  S lo p e  le a s e h o ld e r s  a n d  o th e r  p o te n t ia l  s p o n s o r s ,  to  m a k e  a  N o r th  S lo p e  
g a s  p ro je c t  a  re a li ty .

T o  d a te ,  th e  d e v e lo p m e n t  o f  N o r th  S lo p e  n a tu ra l  g a s  r e s o u rc e s  h a s  n o t  b e e n  e c o n o m ic a l ly  
fe a s ib le  o r  c o m p e t i t iv e  w ith  a l te r n a t iv e  s o u rc e s  o f  e n e rg y . N o r th  S lo p e  le a s e h o ld e r s  
e s t im a te  a  $ 1 5  b i l l io n  c o s t  f o r  th e  f a c i l i t ie s  to  d e v e lo p  th e s e  r e s o u r c e s ,  in c lu d in g  a  g a s  
c o n d i t io n in g  p la n t ,  a n  8 0 0 -m ile  p ip e l in e ,  a  l iq u e fa c t io n  p la n t  to  c o n v e r t  n a tu ra l  g a s  in to  
l iq u e f ie d  n a tu ra l  g a s  (L N G ) , L N G  s to ra g e  fa c i l i t ie s ,  a n d  L N G  ta n k e r s .

T h e re  is  r e la t iv e ly  l i t t le  th e  s ta te  c a n  d o  to  re d u c e  th e  c a p i ta l  c o s ts  o f  a  N o r th  S lo p e  g a s  
p ro je c t .  T h e re  a re  s te p s  th e  s ta te  c a n  ta k e  to  im p ro v e  a  p r o j e c t ’s  e c o n o m ic  f e a s ib i l i ty  a n d  
c o m p e t i t iv e n e s s .  T h e  s ta te  h a s  r e c e iv e d  g u id a n c e  f ro m  a  r e p o r t  c o m m is s io n e d  b y  th e  
D e p a r tm e n t  o f  R e v e n u e .  T h is  r e p o r t  r e v ie w s  A la s k a ’s ta x  a n d  r o y a l ty  s t ru c tu re ,  e v a lu a te s  

th e  c o m p e t i t iv e n e s s  o f  th e  p r o je c t  in te rn a tio n a l ly ,  a n d  r e c o m m e n d s  in  g e n e ra l  te rm s  
p o s s ib le  m o d if ic a t io n s  to  th e  s t a t e ’s ta x  a n d  r o y a l ty  s t r u c tu r e  to  im p ro v e  th e  e c o n o m ic  

f e a s ib i l i ty  a n d  c o m p e t i t iv e n e s s  o f  a  p ro je c t .

T h e  A d m in is tr a t io n  a ls o  h a s  r e c e iv e d  g u id a n c e  f ro m  th e  le g is la tu r e .  In  H o u s e  C o n c u r r e n t  

R e s o lu t io n  1, th e  le g is la tu re  r e q u e s te d  th e  g o v e r n o r  a n d  N o r th  S lo p e  g a s  r e s o u rc e  
le a s e h o ld e r s  d e v e lo p  a  c o n t r a c t  to  e x e c u te  w i th  s p o n s o rs  o f  a n  L N G  p r o je c t ,  a s  w e l l  a s  
a p p r o p r ia te  e n a b lin g  le g is la t io n .  T h e  c o n t r a c t  a n d  le g is la t io n  w o u ld  e s ta b l i s h  th e  n a tu re , 
d e g re e , a n d  d u ra t io n  o f  th e  f i s c a l  te rm s  th a t  w o u ld  b e s t  f a c i l i t a te  a  p ro je c t .



f -

T h e  H o n o ra b le  G a il  P h il l ip s  
A p r i l  11, 1 9 9 7  

P a g e  2

T h is  b i l l  c r e a te s  th e  a d m in is tr a t iv e  s t ru c tu re  n e c e s s a r y  to  e v a lu a te  r e c o m m e n d e d  c h a n g e s  
to  th e  ta x  a n d  r o y a l ty  s y s te m  a n d  c a r ry  o u t  th e  w is h e s  o f  th e  le g is la tu re  a s  e x p r e s s e d  in  
H C R  1. T h e  N o r th  S lo p e  G a s  C o m m e rc ia l iz a t io n  T e a m  w o u ld  d e te rm in e  h o w  to im p ro v e  
th e  e c o n o m ic  f e a s ib i l i ty  a n d  c o m p e t i t iv e n e s s  o f  a  N o r th  S lo p e  g a s  p r o je c t  w h i le  
p r o te c t in g  th e  p u b l ic  in te re s t .  T h e  te a m  a ls o  c o u ld  h e lp  d e v e lo p  le g is la t io n  to  e n a b le  th e  
s ta te  to  e n te r  in to  th e  c o n tra c t ,  p ro v id e  a  s ta b le  f is c a l  a n d  r e g u la to ry  s t r u c tu r e  fo r  th e  
p ro je c t ,  a id  p e rm it t in g ,  e n s u re  a  m a x im u m  n u m b e r  o f  A la s k a  re s id e n ts  a n d  A la s k a  
b u s in e s s e s  a r e  h ire d  to  c o n s tru c t  a n d  o p e ra te  th e  p ro je c t ,  p ro te c t  th e  e n v iro n m e n t,  h e a l th  
a n d  s a f e ty  o f  w o rk e r s  a n d  th e  p u b lic ,  a n d  p ro v id e  n a tu ra l  g a s  to  A la s k a  c o m m u n it ie s .

T h is  b il l  is a n  im p o r ta n t  s te p  fo rw a rd  in  d e v e lo p in g  A la s k a ’s N o r th  S lo p e  n a tu ra l  g a s  
re s o u rc e s .  I u rg e  y o u r  p ro m p t  c o n s id e r a t io n  a n d  p a s s a g e  o f  th is  b ill.

S in c e re ly ,



HOUSE F IN A N C E  C O M M ITTEE 

M E E T IN G  OF

MEMBER PRESEN T ABS E N T



LEGAL SERVICES

(907) 465-3867 or 465-2450 
FAX (907) 465-2029 
Mail Stop 3101

DIVISION OF LEGAL A N D  RESEARCH SERVICES  
LEGISLATIVE AFFA IR S AGENCY  

STATE OF ALASKA
130 Seward Street. Suite 409 
Juneau. Alaska 99801-2105

M E M O R A N D U M A p ril 18. 1997

SUBJECT: D ra ft C S H B  2 5 0  ( ): co n fid en tia l reco rd s co n sid era tio n s  (W o rk  
O rd e r N o . 20-G H O l 10\B )

TO: R ep resen ta tiv e  M ark  H o d g in s  
A T T N : P a t C a rte r

FROM: Ja c k  C h en o w e th  
L eg is la tiv e  C o u n sel

I f  th e re  w ere  n o  b ill o r n o  p ro v is io n  in th is  b ill ad d ressin g  the d isc lo su re  o f  o th e rw ise  
co n fid e n tia l in fo rm atio n , th en  it ap p ea rs  to m e  tha t —

-- u n d e r  A S 3 8 .0 5 .0 3 6 (b ), in fo rm a tio n  re la tin g  to royalty  and  n e t p ro fits  p a id  by  
lessees, that m ay  be exam ined  o r  a u d ited  by th e  D ep artm en t o f  R evenue, th e re a fte r  is to  be 
h e ld  co n fid e n tia l b y  th e  D ep a rtm en t o f  R ev en u e  "to the ex ten t requ ired  u n d er o il an d  g a s  
ag reem en ts , co n trac ts , o r leases, o r  by [A S 3 8 .0 5 ] or A S  43 .05 .230 ;

-  A S  09 .25 .100  speaks o f  the  co n fiden tia lity  o f  certain  inform ation in  the p o ssess io n  
o f  th e  D e p artm en t o f  R ev en u e  a n d  th e  d isc lo su re  o f  th a t in fo rm atio n  w h e n  p ro d u c tio n  is 
re q u ired  " in  an  o ffic ia l in v es tig a tio n " , th o u g h  "offic ial investigation" is n o t d efin ed ;

-  th e  D e p artm en t o f  L aw  h as c o n c lu d e d  tha t AS 4 3 .0 5 .2 3 0 , in  co n ju n c tio n  w ith  
A S  0 9 .2 5 .1 0 0 , perm its  d isc lo su re  o f  co n fid en tia l tax  rc c o rd s -p rc su m a b ly  th is  e x te n d s  to  
re c o rd s  re la tin g  to ro y a lty  and n e t p ro f it  p ay m en ts , too—to m em bers o f  th e  L e g is la tu re  
(O p in io n  o f  th e  A tto rn ey  G en era l. Jan u a ry  12, 1989, co p y  enclosed);

-  there  seem s to  b e  a t leas t a ta c it u n d erstan d in g  th a t confiden tia l in fo rm a tio n  m ay  
be d isc lo sed  to  leg islators u nder ce rta in  c ircum stances i f  only  b ecau se  AS 2 4 .6 0 .0 6 0  m a k e s  
th e  u n a u th o riz ed  d isc lo su re  o f  in fo rm a tio n  m ad e  confiden tia l by law  an d  o b ta in ed  b y  a 
leg isla to r o r  leg islative em p lo y ee  in  the  cou rse  o f  official duties both  an  e th ics v io la tio n  an d  
th e  su b jec t o f  po ssib le  c rim in a l p ro se cu tio n  (A S 11 .56 .860 , m isu se  o f  co n f id e n tia l 
in fo rm a tio n  pu n ish ab le  as a c lass  A  m isd em ean o r).



A ll o f  th is  d o es , o f  co u rse , c o n c e rn  its e lf  w ith  in fo rm atio n  m ad e  co n fid en tia l b y  law — 
p articu la rly  in fo rm atio n  rc la iing  to  taxes and  to royalty  and  n e t p ro fits  paym en ts. O u r ea rlie r 
p h o n e  d iscu ss io n , and  sec . 3 (c) o f  the b ill d ra ft, a lso  to u ch ed  on  th e  d eg ree  o f  p ro te c tio n  
o ffe red  fo r "p ro p rie ta ry  in fo rm atio n ."  "P ro p rie ta ry  in fo rm atio n "  is n o t a  te rm  th a t ap p ea rs  
in th e  P u b lic  R eco rd s  p ro v is io n s , A S  0 9 .2 5 .1 0 0  - 0 9 .2 5 .2 2 0 , n o r in  th e  A la sk a  L an d  A ct, 
A S  38 .05 , n o r  in  th e  ta x  title , A S  4 3 . So  it looks to  m e  th a t p ro p rie ta ry  in fo rm a tio n  w o u ld  
n o t en joy  trea tm en t o n  th e  sam e b asis  as in fo rm ation  ob ta ined  in  the  cou rse  o f  ad m in is tra tio n  
o f  ta x  law s a n d  o f  ro y a lty  and  n e t p ro fit p ay m en t arrangem en ts o n  leases. A lso , p lea se  n o te  
th a t th e re  is n o  fixed  d e fin itio n  o f  "p roprietary  in fo rm atio n "  in  e ith e r th e  A la sk a  S ta tu te s  o r  
in  re g u la tio n s  im p lem en tin g  an d  in te rp re tin g  ex is tin g  s ta tu tes , and  w ith o u t a  c e r ta in  
d e f in it io n  th e re  m a y  b e  d isag re em en t as w h e th e r p a rticu la r in fo rm a tio n  is o r  is n o t tru ly  
"p ro p rie ta ry " .

JB C :g lc
9 7 -4 5 6 .g lc

E n c lo su re

Representative Mark Hodgins
April 18, 1997
Page 2



A l a s k a  S t a t e  Le g is l a t u r e
SPEAKER OF THE HOUSE GAIL PHILLIPS

APR 2 ;j ioc/ - - i  ■' -• piPM

April 22, 1997

The Honorable Tony Knowles 
Governor, State of Alaska 
PO Box 110001 
Juneau, Alaska 99811-0001

RE: North Slope Gas Commercialization Team

Dear Governor J&mSwl

Thank you for your continued suppopand work on the trans-Alaska Gas Line. This project will provide 
thousands of jobs for Alaskans and help propel Alaska into the 21st century However, the introduction 
of HB 250 has raised some concerns within the Legislature.

One of the main concerns is that the Commercialization Team dots not have a defined goal to work 
toward. The team is tasked with attempting to identify terms within the state fiscai structure to enhance 
the economics of the project in order to make it economically viable. I wouM suggest that the bill 
should define a target for economic feasibility. This will give the team a goal that should enhance tiie 
likelihood of success.

Potential project sponsors, who have voluntarily declared an interest and who continue to show interest 
in the project, will be critical to the success of the Commercialization Team. The project sponsors will 
likely have differing goals and I believe that the process would be assisted if the potential sponsors 
began the formation of a sponsor structure with which the Commercialization Team could begin 
negotiations. To attempt to negotiate with each individual potential sponsor would be unnecessarily 
cumbersome and almost certainly doom the Team to failure.

I am also concerned with some of the language contained in Section 2 (e). Specifically, the deadline of 
February 13, and the language that gives the Commercialization Team the alternative to not have their 
work completed by the proposed deadline - “...except if the North slope Gas Commercialization Team 
determine?: that additional work needs to be done to develop a comprehensive set of recommendations, 
the team shall, by February 13, 1998, provide to the Governor and the legislature an interim report on 
the work that the team has completed, the work remaining to be done, the reasons for the additional time

Session: State Capitol, Juneau. Alaska 99801-1182 • Phone: (9 0 7 ) 465-2689 Fax: (9 0 7 ) 465 -3472



needed , and the an tic ip a te d  d a te  on  w h ich  the  final rep o rt w ill be p ro v id ed  to  th e  G o v e rn o r and 
no tifica tio n  o f  th e  re p o r t’s a v a ila b ility  w ill be p rov ided  to  the  L e g is la tu re .” T h is  lan g u ag e  will likely  
g u a ran tee  th a t th e  C o m m e rc ia liz a tio n  T eam  w ill m iss the d ead lin e  and  I s tro n g ly  su g g es t tha t it be 
rem oved  from  th e  bill. A s w e  b o th  know , dead lines can be ex trem ely  e ffe c tiv e  as a  m o tiva tional tool. I 
w ould  a lso  su g g est the  d a te  be  am en d ed  to  the first day o f  the  leg is la tiv e  sessio n , Jan u a ry  12, 1998.

T here  is a lso  a g re a t dea l o f  co n c e rn  o v er th e  fiscal note. T h e  cu rren t fiscal n o te  ap p ea rs  to  be 
u n n ecessarily  h igh  s in c e  all o f  th e  team  m em bers a lready  w o rk  fo r th e  state.

In closing , I  re sp ec tfu lly  re q u e s t th a t  you  address th e  fo llo w in g  c o n c e rn s  as so o n  as possib le .

•  W hat w ill the  C o m m e rc ia liz a tio n  T eam  use  a s  a  ta rg e t to  d e te rm in e  co m m erc ia l v iab ility?

•  W ho w ill the  C o m m e rc ia liz a tio n  T eam  n eg o tia te  fiscal te rm s w ith?

•  A  firm  d ead lin e  o f  J a n u a ry  12, 1998 w ith o u t th e  ex ten sio n  clause .

•  E xp lana tion  o f  th e  la rg e  fisca l no te.

G iv en  th e  la teness in th e  le g is la tiv e  sessio n  I  respectfu lly  ask  tha t yo u  re sp o n d  to  th is  le tte r  on  o r  befo re  
th e  end o f  th e  day  T h u rsd ay , A pril 24 , 1997. T h an k  you  fo r y o u r c o n s id e ra tio n  an d  I aw ait y o u r tim ely
response.

Sincerely ,

Representative Gail Phillips 
Speaker of the House

cc: Representative Ramona Barnes, Chair, House World Trade Committee
Representative Mark Hodgins, Chair, House Oil & Gas Committee 
Representative Scott Ogan, Co-Chair, House Resources Committee 
Representative Bill Hudson, Co-Chair, House Resources Committee 
Representative Mark Hanley, Co-Chair, House Finance Committee 
Representative Gene Therriault, Co-Chair, House Finance Committee 
Senator Rick Halford, Chair, Senate Resources Committee 
Senator Drue Pearce, Co-Chair, Senate Finance Committee 
Senator Burt Sharp, Co-Chair, Senate Finance Committee



T o n y  K n o w l e s
GOVERNOR

P.O. Box 110001 
Juneau, A laska 99B11-0001 

(907 ) 465-3500 
Fax (907) 465-3532

S t a t e  o f  A l a s k a
OFFICE OF THE GOVERNOR

J u n e a u

A p r i l  2 8 , 1 9 9 7 A n s a
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R e; H B 2 5 0 ,  N o r th  S lo p e  G a s  C o m m e rc ia l iz a t io n  T e a m

T h a n k  y o u  f o r  y o u r  in te r e s t  a n d  c o n c e rn s  r a is e d  in  y o u r  A p r i l  2 2 n d  l e t te r  re g a rd in g  

H B  2 5 0 , th e  b i l l  I i n t r o d u c e d  o n  th e  p ro p o s e d  N o r th  S lo p e  g a s  p ro je c t .  I c o n s id e r  th is

o n e  o f  th e  m o s t  e x c i t in g  p r o s p e c ts  fo r  A la s k a n  j o b s  a n d  fu tu re  s ta te  r e v e n u e s .

F ir s t,  y o u  a re  c o n c e r n e d  th e  N o r th  S lo p e  G a s  C o m m e rc ia l iz a t io n  T e a m  d o e s  n o t  h a v e  a 

c le a r ly  id e n t i f ie d  g o a l  to  w o rk  to w a rd . A s  y o u  w e ll  k n o w , e c o n o m ic  v ia b i l i ty  is a

to m o r r o w ’s c i r c u m s ta n c e s ,  i t  m ig h t  n o t  b e . W e  a re  t ry in g  to  d e v e lo p  a  s ta te  f i s c a l  sy s te m

fe d e ra l  f i s c a l  c h a n g e s ,  w o u ld  r e s u l t  in  a  c o m b in e d  p r o je c t  r is k  a n d  r a te  o f  r e tu r n  
c o m p a r a b le  to  th e  m o s t  a t t r a c t iv e  w o r ld w id e  g r e e n f ie ld  L N G  p ro je c ts .

S e c o n d ,  y o u  a r e  c o n c e rn e d  th a t, s in c e  th e re  is  n o  e x is t in g  p r o je c t  s p o n s o r  s t r u c tu r e  fo r  th e  

p ro je c t ,  th e  C o m m e r c ia l iz a t io n  T e a m  w il l  n o t  h a v e  a  d is t in c t  g ro u p  o f  p e o p le  w i th  w h o m  
to  n e g o t ia te .  I a g re e  th a t  th e  c o m m e r c ia l  e n t i t ie s  in te r e s te d  in  th e  A la s k a  p r o je c t  w ill  
n e e d  to  o rg a n iz e  th e m s e lv e s  to  f a c i l i ta te  n e g o t ia t io n s .  H o w e v e r ,  I d o  n o t  b e l ie v e  it  is 
n e c e s s a r y  o r  a d v is a b le  fo r  th e  S ta te  to  p a r t ic ip a te  in  th a t  p ro c e s s .  R e p re s e n ta t iv e s  fro m  
th e  F a r  E a s t  m a rk e ts  h a v e  c o n s is te n t ly  a n d  s ta u n c h ly  s u g g e s te d  to  u s  th e  g o v e r n m e n t  

s h o u ld  n o t  b e  in v o lv e d  in  d ic ta t in g  a n y  o f  th e  c o m m e rc ia l  a s p e c ts  o f  th e  p ro je c t .

le g is la t io n  to  b e  o f  h ig h  p r io r i ty  th is  s e s s io n  b e c a u s e  o f  i ts  g re a t  p o te n t ia l  f o r  a d v a n c in g

c o n s ta n t ly  m o v in g  ta rg e t .  In  t o d a y ’s c i r c u m s ta n c e s ,  a  p ro je c t  m ig h t  b e  v ia b le ,  w h i le  in

w h ic h ,  in  c o m b in a t io n  w i th  im p ro v e m e n ts  in  o th e r  fa c to rs  s u c h  a s  c a p ; to l  c o s ts  a n d
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1 s u g g e s t  th e  C o m m e r c ia l iz a t io n  T e a m  n e g o t ia te  w ith  a n y  p a r t ie s  th a t  c o m e  fo r w a r d  a n d  
r e q u e s t  to  b e  in v o lv e d  in  th e  p ro c e s s .  C le a r ly ,  g a s  o w n e rs  a n d  n o n -g a s  o w n e rs  w ill  h a v e  
d i f f e r e n t  in te re s ts  in  d i f f e r e n t  s e g m e n ts  o f  th e  p ro c e s s .  I h o p e  th e  T e a m  w il l  b e  a b le  to  
in c lu d e  th e  a p p r o p r ia te  in te r e s te d  p a r tie s  a t  th e  a p p r o p r ia te  t im e s .

T h ird , y o u  a r e  c o n c e r n e d  w i th  th e  F e b ru a ry  13, 1998  d e a d lin e ,  a n d  th e  a c c o m p a n y in g  
re le a s e  c la u s e  w h ic h  p e r m its  th e  C o m m e rc ia l iz a t io n  T e a m  to  s u b m it  its  f in a l  r e p o r t  la te r  
th a n  th a t  d a te .  I a g re e  w e  c a n ’t le t  to o  m u c h  t im e  p a s s  b e f o r e  p ro v id in g  a  f in a l  p a c k a g e  
o f  r e c o m m e n d a t io n s  to  th e  le g is la tu re .  I a m  c o n c e rn e d  w e  a re  a s k in g  th e  
C o m m e rc ia l iz a t io n  T e a m  to  d o  a  t re m e n d o u s  a m o u n t  o f  w o rk  b e tw e e n  n o w  a n d  n e x t  
y e a r .  H o w e v e r ,  I s u p p o r t  y o u r  s u g g e s t io n  to  m o v e  th e  d a te  th e  C o m m e rc ia l iz a t io n  T e a m  
re p o r ts  to  m e  a n d  th e  A la s k a  L e g is la tu re  to  J a n u a ry  12, a n d  re m o v in g  th e  r e le a s e  c la u s e .

F in a lly , y o u  e x p r e s s e d  c o n c e r n  a b o u t  th e  s iz e  o f  th e  f is c a l  n o te  a c c o m p a n y in g  th e  b ill. 
T h e  p e o p le  w h o  h a v e  b e e n  s p e n d in g  th e  m o s t  t im e  o n  th is  e f f o r t  fo r  m y  A d m in is tr a t io n ,  
W il C o n d o n , J o h n  S h iv e ly ,  a n d  B ru c e  B o te lh o , h a v e  b e e n  d o in g  so  in  a d d i t io n  to  o th e r  

la rg e  r e s p o n s ib i l i t ie s .  F o r  u s  to  d o  a  re s p o n s ib le  j o b  in  p ro te c t in g  th e  p u b l ic  in te r e s t  in  
o u r  n e g o t ia t io n s  w ith  p o te n t ia l  p r o je c t  s p o n s o rs ,  o u r  s t a f f  w i l l  n e e d  a d d i t io n a l  re s o u rc e s . 
T h e  f is c a l  n o te  in c lu d e s  a  s m a l l  a m o u n t  f o r  s t a f f  s u p p o r t  a n d  tra v e l,  a lo n g  w ith  m o n e y  fo r  

a  c o n s u l ta n t  to  a d d re s s  th e  s o c io e c o n o m ic  im p a c ts  o f  th e  p r o je c t  o n  o u r  s ta te ,  a n d  a 
c o n s u l ta n t  to  c o n t in u e  to  a d v is e  th e  s ta te  o n  im p o r ta n t  f is c a l  m a tte r s .  I b e l ie v e ,  in  fac t, 
th is  is th e  b a r e  m in im u m  w e  c a n  g e t  b y  w ith  a n d  s ti ll  d o  a  r e s p o n s ib le  jo b .  W e  w ill  
s u p p ly  th e  a p p r o p r ia te  c o m m it te e s  w ith  a d d i t io n a l  b u d g e t  d e ta i ls  in  s u p p o r t  o f  th e  f is c a l  
n o te .

I h o p e  th is  r e s p o n s e  a d e q u a te ly  a d d re s s e s  y o u r  c o n c e rn s  a n d  th a t  y o u  w il l  w o rk  to  s e c u re  
p a s s a g e  o f  th is  im p o r ta n t  le g is la t io n  th is  s e s s io n .

S in c e re ly ,



Sm ith 's u se  of docum ents th a t he obtained when he served an  expert w itness for the s ta te  in the 
North Slope royalty case. T hat case was settled in 1995, but the docum ents rem ain covered by a 
protective order [see AG p u ts  oil an d  gas com m ission  on  s h o r t leash , ALASKA BUDCET REPORT, 
November 18, 1996).

In reb u ttin g  a rg u m e n ts  aga in st com pulsory un itization  of all Prudhoe in terests , Sm ith 
acknowledged th a t the cost of imposing full unitization would be considerable, both for the AOGCC 
and  the p rod u cers . He no ted , however, th a t the  co sts  of co n s tan t conflict over the  u n it 
developm ents have also been costly.

The econom ist h a s  been  a long-standing advocate of full integration of economic in terests  in 
petroleum  reservoirs. AOGCC C hairm an David Jo h n sto n  said tha t Smith, who was recom mended 
by the D epartm ent of Law, prepared the report under a $26,000 contract with the commission.

Know les b ill cu ts  public a c c e s s  to re c o rd s  & m eetings
Gov. Tony Knowles h as  introduced legislation tha t would restric t public access to sta te  records 

and  docum ents related to development and commercialization of North Slope gas resources.

The m e asu re , in troduced  April 14, crea tes a N orth Slope gas com m ercialization team  
com posed of s ta te  officials; the  group is defined as  “not a governm ental body or public entity for 
pu rposes of [the s ta te  O pen Meetings Act)." The group would, however, be perm itted to m eet 
privately w ith invited oil com pany officials or o thers not affiliated with s ta te  government.

D ocum ents received or prepared by the team may be kept secret if officials say they contain or 
relate to sensitive, proprietary , or privileged inform ation. The com m ercialization team  would be 
dissolved afte r it su b m its  its  final report, b u t the docum en ts classified as confidential would 
rem ain so indefinitely.

The legislation, SB 174 and  com panion bill HB 250, was described in the governor’s April 11 
press release as being necessary  to “identify and develop steps the state  can  take, in cooperation 
w ith th e  N orth Slope leaseho lders , poten tial project spo n so rs , and  the  federal an d  local 
governm ents to  m ake a N orth Slope gas project a reality." |See K now les to  p re s e n t gasllne  
Incentive bills th is  session , ALASKA BUDGET REPORT, November 18. 1996.)

A part from the  secrecy provisions, the bill does not appea r to do anything th a t Knowles 
doesn’t have the  power to do on his own, w ithout legislation. An April 12 story in the Anchorage 
N ew s  quoted Rep. Ram ona B arnes as saying Knowles can  se t up such  a team  w ithout help from 
law m akers:

“He doesn 't need a piece of legislation to set up  this committee." B arnes said. “I see it a s  a  way 
for the oil com panies to drag  th e ir feet some more." [See B arn es  sco ld s  gas p ip e lin e  Mfoot- 
dr aggers” , ALASKA BUDGET REPORT, November 18. 1996, and B arnes p rods Exxon on gas p ro jec t, 
Jan u ary  29, 1997.)

“For th is  governor, w ho’s  always talking about public process, it’s  kind of Interesting th a t he 
would s tick  th a t in there," House Speaker Gail Phillips said regarding the Open Meetings Act and 
Public Meetings Act am endm ents, also as quoted in the News.

The team  estab lished  by the bill Is to deliver a  “final' report to the governor by February 13. 
1997, bu t could extend th a t date Indefinitely by subm itting  an  interim  report with their reasons 
for requesting an  extension. The report is to offer term s for a con tract between the state  and gas 
line sponsors, including changes to the s ta te  tax  and royalty s tru c tu re  needed to improve the 
economic feasibility and  com petitiveness of the project, and  o ther provisions needed to m ake the 
contract binding on the state [see DOR offers gas co n su ltan t study , will report on fiscal changes In 
A pril, ALASKA BUDGET REPORT, March 19).

Provisions of the governor’s bill, except for those allowing the s ta te  to keep records of the 
group secret, would be repealed when the final report is subm itted.
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