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FISCAL NOTE

STATE OF ALASKA
2001 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):

Title: State Participation in NHtural Gas Pipeline
Sponsor: Senato Resources Committee
Requester: Senate Resources Committee

Expenditures/Revenues

Fiscal Note Number

Bill Version:
(S) Publish Date:

Dept. Affected:
BRU:
Component:

Component Number.

1
SB 158
3/29/01

Revenue

Administration & Support
Commissioner's Office

123

(Thousands of Dollars)

Note: Amounts do not include Inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2002 FY 2003
Personal Services
Travel 15.0
Contractual 200.0
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 215.0

CAPITAL EXPENDITURES

ICHANGE IN REVENUES ( )

FUND SOURCE
1002 Federal Receipts
1003 GF Match
1004 GF 215.0
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type)
TOTAL 215.0

Estimate of any currentyeer (FY2001) cost: 0.0

0.0

0.0

FY 2004 FY 2005 FY 2006 FY 2007

0.0

0.0 0.0

(Thousands of Dollars)

0.0

0.0 0.0

Check this box (X) If funding for this bill Is included in the Governor's FY 2002 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYsSIs:  (Attach a separate pape ifmcmssaiy)

0.0

0.0

This legislation dirocts the commissioner of Revenue to report to the governor and the legislature no later than Jan.
31, 2002, on the ‘options for the state to participate in lhe commercial development of the state's natural gas

resources through ownership of or provision of financing for a gas pipeline project.”

The legislation sets out a

comprehensive list of questions to be answered in Ihe report and directs the commissioner to contract with suitable,

qualified fiims to perform the work.

The commissioner's office would contract with an investment banking firm for its exoortise in the financing issues

covered by tho legislation. The expected cost of the contract Is $200.0, with $15.0 requested for commissioner's
office travel to meet with the contractor and others Involved in tho report.

Prepared by: Larry Perslly, Deputy Commissioner
Division Department of Revenue

Approved by: Wilson Condon, Commissioner
Agency Department of Revenue

Phone 465-5469
Date/Time March 28, 2001,4 p.m.

For distribution Information, call the Governor's Lefllslative Office
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COMMITTEE COPY

Date 03/28/2001
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HOUSE CS FOR CS FOR SENATE BILL NO. 158(0&G)
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWENTY-SECOND LEGISLATURE - FIRST SESSION

BY THE HOUSE SPECIAL COMMITTEE ON OIL AND GAS

Offered: 1/19/01
Referred: Resources, Fiuuncc

Sponsor(s): SENATE RESOURCES COMMITTEE

ABILL
FOR AN ACT ENTITLED
"An Act directing the commissioner of revenue to prepare a report to the legislature
relating to the state's participation in owning or financing a gas pipeline project; and

providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The uncodified law jf the State of Alaska is amended by adding a new section
to read:

REPORT OF THE COMMISSIONER OF REVENUE, (a) In furtherance of the
public policy dial the State of Alaska "encourage ... the development of its resources by
making them available for maximum use consistent with the public interest,” anil die
obligation of the legislature to "provide for the utilization, development, and conservation of
all natural resources belonging to the State ... for the maximum benefit of its people,” the
commissioner of revenue shall, not later than January 31, 2002, provide to the governor and
legislature a comprehensive report, with recommendations, addressing options for the state lo
participate in the commercial development of the state's natural gas resources through

SB0158d -1- 11CS CSSB 158(0&G)
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1 ownership of or provision of financing for a gas pipeline project. The report must consider
2 whether

3 (1) the state should participate by taking an equity position in a gas pipeline
4 project by

5 (A) owning ail or a portion of the project; or

6 (B) establishing a state-owned public corporation or authority to
7 construct and operate the project:

8 (2) the state should participate in financing the project and, if so.

9 (A) wlr™ :ritshould

10 issue debt, in the form of its general obligation bonds or
1] revenue bhonds of a state-owned public corporation or authority or in another
12 appropriate form; or

13 (i) guarantee debt; and

14 (B) what terms it, or its public corporation or authority, should require
15 as conditions for provision of financial support for the project;

16 (3) the state is able to participate under (1) or (2) of this subsection; the

17 consideration given under this subsection must examine the effect of that participation on the
18 state's cash flow, its continuing ability to pay for essentia), public services, and the effect of its
19 participation on the state's financial integrity and creditworthiness;

20 (4) state participation under (1) or (2) of this subsection would

21 (A) create additional risks for the completion and operation of the
22 project;

23 (B) more likely than not cause the project to be completed and to
24 operate successfully; and

25 (C) accrue benefits or detriments for other parties participating with
26 the state or itspublic corporation or authority in the completion and operation of the
27 project; and

28 (5) the state should participate in a gas pipeline project by establishing a

29  private corporation, which would be composed of Alaska residents who wish to become
30  shareholders, that would own a portion of the project or assist in theconstruction and

31 operation of the project.
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(b) The commissioner of revenue shall

(1) contract with a qualified and suitable firm or person qualified by education
or experience or of demonstrated competence for the performance of the requirements
descrbed in (a) of this section; the contract awarded under this paragraph is made for a
purpose in which timely performance is essential that makes a procurement under AS 36.30
through competitive sealed bidding or competitive sealed proposals impracticable;

(2) require, as a term of the contract, that the person or one or more
representatives of the firm with which the commissioner contracts under (1) of this subsection
meet with the legislators who, during the Twenty-Second Alaska State Legislature, chair the
committees that have legislative jurisdiction over natural resources as provided in the
Uniform Rules of the Alaska State Legislature or their designees, for the purposes of allowing
review of the data and pjoviding information to those legislators or designees regarding the
preparation and content of the report to be prepared under (a) of this section;

(3) provide progress reports regarding the preparation of the report to the
chairs of the committees described in (2) of this subsection at intervals of no more than 60
days; and

(4) prepare and deliver a comprehensive report with final recommendations.

* See. 2. This Act takes effect immediately under AS 01.10.070(c).
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ALASKA STATE LEGISLATURE

STATE CAPITOL, Room 427
JUNEAU. AK 99801-1182
Phone: (907)465-4907

Senator John Torgerson, Chair FAX: (907)465-4779
Senator Drue Pearce, Vice Chair

Senator Rick Halford 35477 Kenai Spur Hwy.
Senator Pete Kelly Suite 101B

Senator Robin Taylor Soldotna, Ak 99669

Phone:(907)260-3041
Fax: (907) 260-3044

Senator Kim Elton

Senator Georglanna Lincoln SENATE RESOURCES COMMITTEE

Sponsor Statement

SB 158
Preparation of an Export Report on State Participation in a Gas Pipeline Project

Commercialization of North Slope natural gas has been one of the legislature’s priorities.
Potential benefits of commercialization include short and long-term employment,
additional state and municipal revenues, opportunities for new industries, and cheap,
clean energy for the state. This bill would direct the Commissioner of the Department of
Revenue to retain a financial expert to examine whether the state should participate in
either ownership or financing of a natural gas pipeline project. The expert would
examine any benefit or detriment to a project caused by the state’s participation. In the
past, the state has retained financial experts to advise it on the possibility of the state
participating in a project. Those reports need to be updated.

The bill would ensure that the legislature participates in the preparation of the report by:

(1) requiring that the chairs of the Senate and House Resources Committees
periodically meet with the expert to review data and information about the
report; and

(2) requiring that the commissioner provide progress reports to the chairs every
60 days. The bill would require the commissioner to prepare a comprehensive
report, with recommendations, addressing the state’s options by January 31,
2002 and submit it to the legislature and the governor.



ALASKA STATE LEGISLATURE

STATE CAPITOL. Room 427
JUNEAU, AK 99801-11S2
Phone: (907)465-4907

Senator John Torgerson, Chair
FAX: (907)465-4779

Senator Drue Pearce, Vice Chair

Senator Rick Halford 35477 Kenai Spur Hwy.
Senator Pete Kelly Suite 101B

Senator Robin Taylor Soldotna, Ak 99669
Senator Kim Elton Phone:(907)260-3041
Senator Georgianna Lincoln SENATE RESOURCES COMMITTEE e (807) 2605044

Sectional Analysis

SB 158
“Report: State Participation in Natural Gas Pipeline”

Section 1 - directs the commissioner of the Department of Revenue to retain a financial
expert to examine whether the state should participate in either ownership or financing of
a natural gas pipeline project and, if so, how the state should participate. The expert
would examine any benefit or dehbnent to a project caused by the state’s participation.
The legislature will participate in the preparation of the report through the requirements
that: (1) the chairs of Senate and House Resource Committees periodically meet with the
expert to review data and information about the report; and (2) the commissioner provide
progress reports to the chairs every 60 days. The commissioner must prepare a
comprehensive report, with recommendations, addressing the state’s options by January
31, 2002 and submit it to the legislature and the governor.



First ofall I'd like to thank you for the opportunity to pur my two cents worth into this, or should
I'say, two minutes worth. During the Labor and Commerce hearing committee meeting, | went over the
five minute limit and was prompily reminded of it at the end ofmy testimony. Funny, all those in favor of
this bill who went over, and there were many, were welcome to go over the time without any comments
from Ms. Murkowski.

| guess as an independent | have no allegiance to either the Democrats or the Republicans, but |
have to say that 1’ve never seen this level of demogoguery coming out ofthe legislature in my 28 years as
an Alaskan.

'Alcohol usage is one ofthe easiest targets there is today for pinning the blame for societal ills.
It'S a piece of cake to tic those ofus in tho industry to the whipping post. In the short time allowed here |
can only make a couple of points that Stand out in try mind in re ;ards to this taxation scheme.

1.) I absolutely resent the implication that we foster and cater to the criminal element in our
society. It is illegal for us to serve an intoxicated individual. In our establishment, the rule is ifyou can’t
handle yourselfwhile partaking, don’t come in. Wc have an 86 list. In other words, ifyou can’t control
your behavior there’s a penalty. Perhaps we as a noople have moved too far away from that long
established moral and ethical standard that we as individuals should be accountable for our own actions.
This is what held societies together for centuries. The idea that we are going to tax ourselves to
righteousness is ludicrous. The idea that the funds raised from this 300% tax increase are going to go into
programs that subsidize and mediate the “alcohol problem” is an even greater abuse of political power.
You as legislators know none ofthese dollars can be allocated as Such  Where has the tobacco tax increase
gone?
2.) Ms. Murkowski’s backup propaganda, (excuse me. literature-Alaska’s Alcohol Index) are
unfairly skeweu with the 1.4 million annual visitors to this state. It surprises .re that they left one
important qualifying st'itemem in the paper, “There is no current analysis ofhow much ofAlaska’s
alcohol consumption is related to the 1.4 million visitors to the state in 1999.”

3.) Whether you believe it or not, this will put the smaller merchants out of business thereby
requiring longer driving distances to consolidated larger retailers. Is this the effect desired? People will

drink.

4.) I am not opposed to fair taxation; 1’m not opposed to public safer/. Some years back |
proposed the idea of instituting a borough Sheriffin Nflriski, to offset thj trooper load and to deal with
the growing community of Nikiski’s problems. 1 was promptly tarred and feathered Be that as it may, |
.am not entirely opposed to an increase that is more logically tied to an inflation and cost of living index.
We can sustain that, and | believe the state can too. | am willing to pay a fair share of taxes but 1am not
willing to submit to this prohibitive revenue collection bill and the undisclosed agenda it serves.

5.)Lastly, I think it’s high time someone pick up on the idea ofa real c’vil restitution bill,
whereby wc once again hold those accountable for their misdeeds and actions :...d associated costs
incurred by the state and society by placing liens and garnishment in much the same fashion as CSED.
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