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WORK DRAFT WORK DRAFT WORK

CS FOR SENATE BILL NO. 316(JUD)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-FOURTH LEGISLATURE - SECOND SESSION

BY THE SENATE JUDICIARY COMMITTEE

Offered:
Referred:

Sponsor(s): SENATE JUDICIARY COMMITTEE

[  24-LS18421S
[ Chenoweth
V 4/28/06

A BILL 

FOR AN ACT ENTITLED 

"An Act am ending provisions of the Alaska Stranded Gas Development Act relating to 

establishing when records and files relevant to development of a contract for payments 

n lieu of taxes and for the jth e r  purposes described in that Act become public records, 

o the content of the prelim inary and final findings and determ inations th a t apply to a 

iroposed contract negotiated under that Act, to legislative review of, and authorization 

o execute, a proposed contract negotiated under that Act, to vesting of rights under a 

ontract negotiated under that Act, and to judicial review of the final findings and 

ecommendation /th a t sup|

\ & i
nforceability; extending b /6 0  days the period during  which the public and members of 

lie legislature may comment on a proposed contract under that Act; and providing for 

n effective date."

E IT ENACTED BY TH E LEGISLATURE OF T H E STATE OF ALASKA:

r t  a^pr^posed contract, of its authorization, and of its
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* Section 1. AS 43.82.310(f) is amended to read:

(0  If the commissioner of revenue chooses to develop a contract under 

AS 43.82.020, the portions of the records and file of the Department of Revenue, the 

Department of Natural Resources, the Department of Law, and a municipal advisory 

group established under AS 43.82.510 that reflect, incorporate, or analyze information 

that is relevant to the development of the position ur strategy of the commissioner of 

revenue, the commissioner of natural resources, or the attorney general with respect to 

a : articular provision that may be incorporated into the contract are [NOT] public 

records after [UNTIL] the commissioner of revenue gives public notice under 

AS 43.82.410 of the commissioner’s preliminary findings and determination under 

AS 43.82.400. Nothing in this subsection

(1) makes a record or file of the Department of Revenue, the 

Department of Natural Resources, or the Department of Law a public record that 

otherwise would not be : public record under AS 40.25.100 - 40.25.220;

(2) affects the confidentiality provisions of (a) - (e) of this seation; or

(3) abridges a privilege recognized under the laws of this state, 

whether at common law or by statute or by court rule.

* Sec. 2. AS 43.82.400(a) is amended to read:

(a) If the commissioner develops a proposed contract under AS 43.82.200 -

43.82.270, the commissioner shall

(1) make preliminary findings and a determination that the proposed 

contract terms are in the long-term fiscal interests of the state and whether the 

contract meets the requirem ents and [FURTHER THE] purposes of this chapter: 

and

(2) prepare a proposed contract that includes those terms and shall 

submit the contract to the governor.

* Sec. 3. AS 43.82.410 is amended to react:

Sec. 43.82.410. Notice and com m ent regarding the contract. The 

commissioner shall

(1) give reasonable public notice of the preliminary findings and 

detcrminatio!' made under AS 43.82.400;

CSSB 316(JUD) .2-
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(2) make copies of me proposed contract, the commissioner’s 

preliminary findings and determination, and, to the extent the information is not 

required to be kept confidential under AS 43.82.310, the supporting financial, 

technical, and market data, including the work papers, analyses, and recommendations 

of any independent contractors used under AS 43.62.240 available to the public and to

(A) the presiding officer of each house of the legislature;

(B) the chairs of the finance and resources committees of the 

legislature; and

(C) the chairs of the special committees on oil and gas, if any, 

of the legislature;

(3) offer to appear before the Legislative Budget and Audit Committee 

to provide the committee a review of the commissioner's preliminary findings and 

determination, the proposed contract, and the supporting financial, technical, and 

market data; if the Legislative Budget and Audit Committee accepts the 

commissioner's offer, the committee shall give notice of the committee's meeting to 

the pu'-iic and all members of the legislature; if th financial, technical, and market 

date, that is to be provided must be kept confidential under AS 43.82.310, the 

commissioner may not release the confidential information during a public portion of 

a committee meeting; and

(4) establish a period of at least 60 [30] days for the public and

members of the legislature to comment on the proposed contract and the preliminary

findings and determination made unaer AS 43.82.400.

* Sec. 4. AS 43.82.430(a) is amended to read;

(a) Within 30 days after the close of the public comment period under

AS 43.82.410(4), the commissioner of revenue shall

(1) prepare a summary of the public comments received in response to 

the proposed contract and the preliminary findings and determination;

(2) after consultation with the commissioner of natural resources, if 

appropriate, and with me pertinent municipal advisory group established under 

AS 43.82.510, prepare a list of proposed amendments, if any, to the proposed contract 

that the commissioner of revenue determines are necessary to respond to public

WORK DRAFT WORK DRAFT 24-LSJ >42\S
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comments;

(3) make final findings and a determination as to whether the proposed 

contract and any proposed amendments prepared under (2) of this subsection meet the 

requirements and purposes of this chapter and findings and determination that the 

proposed contract is in the long-term fiscal interests of the state.

* Sec. 5. AS 3.82.430(b) is amended to read:

(b) After considering the material described in (a) of this section and securing 

the agreement of the other parties to the proposed contract regarding any proposed 

amendments prepared under (a) of this section, and after [IF] the commissioner 

determines that the contract is in the long-term fiscal interests of the state, the 

commissioner shall submit the contract to the governor.

* Sec. 6. AS 43.82.435 is repealed and reenacted to read:

Sec. 43.82.435. Legislative authorization, (a) The governor may transmit a 

contract developed tinder this chapter .o the legislature together with a request for 

authorization to execute the contract.

(b) Concurrent with transmittal of the contract and request for authorization 

under (a) of this sect. >n, the governor shall

(1) submit to the legislature the commissioner's final findings and 

determination and the fina~cial, technical, and market data, including the work papers, 

analyses, and recommendations of any independent contractors used under 

AS 43.82.240, that were considered by the commissioner to make the findings and 

determination; and

(2) make available to the public copies of the proposed contract and, to 

the extent a record or information is not required to be kept confidential under 

AS 43.82.310, the material described in (1) of this subsection.

(c) After considering the material described in (b)(1) of this section and other 

information that the legislature considers relevant that it has requested from the 

governor and state agencies and received, the legislature may, by law, authorize the 

state to execute the contract transmitted by the governor.

(d) A ontract developed under this chapter is not binding on or enforceable 

against the state or other parties to the contract unless the governor is authorized to

WORK DRAFT WORK DRAFT 24-LS1842\S
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execute the contract by law.

(e) The state and the other parties to the contract may execute the contract 

within 60 days after the effective date of the law authorizing the contract.

. 7. AS 43.82.440 is amended to read:

Sec. 43.82.440. Judicial review; delayed vesting of rights in contracts.

otwithstanding any othei provision of law, a [A] person may not bring an action

challenging a final agency decision of the commissioner of revenue made under 

AS 43.82.430(c), the constitutionality of a law authorizing a contract enacted under 

AS 43.82.435i or the enforceability of a contract executed under a law authorizing a 

contract enacted under this chapter until that contract has been executed and 

[AS 43.82.435] unless the action is commenced within 120 days after the date that the 

contract was executed by the state and the other parties to the contract.

* Sec. 8. AS 43.82.440 is amended by adding a new subsection to read:

(b) Rights under a contract entered into under this chapter may not vest until 

the day after the deadline to bring an action under (a) of this section.

* Sec. 9. This Act takes effect immediately under AS 01.10.070(c).

L
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A BILL

FOR AN ACT ENTITLED 

"An Act amending provisions of the Alaska Stranded Gas Development Act relating to 

establishing when records and Tiles relevant to development of a contract for payments 

in lieu of taxes and for the other purposes described in that Act become public records, 

to the content of the preliminary and final findings and determinations that apply to a 

proposed contract negotiated under that Act, to legislative review of, and authorization 

to execute, a proposed contract negotiated under that Act, and to judicial review of the 

final findings and recommendation that support a proposed contract, its authorization, 

and its enforceability; and providing for an effective date."

B1 IT ENACTED BY THE LEGISLATURE OF THE STATF OF ALASKA:

* Section 1. AS 43.82.310(0 is amended to read:

(0  If the commissioner of revenue chooses to develop a contract under 

AS 43.82.020, the portions of the records and files of the Department of Revenue, the

- 1-
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Department of Natural Resources, the Department of Law, and a municipal advisory 

group established under AS 43.82.510 that reflect, incorporate, or analyze information 

that is relevant to the development of the position or strategy of the commissioner of 

revenue, the commissioner of natural resources, or the attorney genera'! with respect to 

a particular provision that may be incorporated into the contract arc [NOT] public 

records a fter [UNTIL] the commissioner of revenue gives public notice under 

AS 43.82.410 of the commissioner's preliminary findings and determination under 

AS 43.82.400. Nothing in this subsection

(1) makes a record or file of the Department of Revenue, the 

Department of Natural Resources, or the Department of Law a public record that 

otherwise would not be a public record under AS 40.25.100 - 40.25.220;

(2) affects the confidentiality provisions of (a) - (e) of this section; or

(3) abridges a privilege recognized under the laws of this state, 

whether at common law or by statute or by court rule.

* Sec. 2. AS 43.82.400( 0 is amended to read:

(a) If the commissioner develops a proposed contract under AS 43.82.200 -

43.82.270. the commissioner shall

(1) make preliminary findings and a determination that the proposed 

contract terms are in the long-term fiscal interests of the state and w hether the 

contract meets the requirem ents and [FURTHER THE] purposes of this chapter; 

and

(2) prepare a proposed contract that includes those terms and shall 

submit the contract to the governor.

* Sec. 3. AS 43.82.430(a) is amended to read:

(a) Within 30 days after the close of the public comment period under 

AS 43.82.410(4), the commissioner of revenue shall

(1) prepare a summary of the public comments received in response to 

the proposed contract and the preliminary findings and determination;

(2) after consultation with the commissioner of natural resources, if 

appropriate, and with the pertinent municipal advisory group established under 

AS 43.82.510, prepare a list of proposed amendments, if any, to the proposed contract

CSSB 316( ) - 2-
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that the commissioner of revenue determines are necessary to respond to public 

comments:

(3) make final Findings and a determination as to whether the proposed 

contract and any proposed amendments prepared under (2) of this subsection meet the 

requirements and purposes of this chapter and findings and determ ination that the 

proposed contract is in the long-term  fiscal interests of the s ta te .

* Sec. 4. AS 43.82.430(b) is amended to read:

(b) After considering the material described in (a) of this section and securing 

the agreement of the other parties to the proposed contract regarding any proposed 

amendments prepared under (a) of this section, and after [IF] the commissioner 

determines that the contract is in the long-term fiscal interests of the state, the 

commissioner shall submit the contract to the governor.

* Sec. 5. AS 43.82.435 is repealed and reenacted to read:

Sec. 43.82.435. Legislative authorization, (a) The governor may transmit a 

contrac' developed under this chapter to the legislature together with a request for 

authorization to execute the contract.

(b) Concurrent with transmittal of the contract and request for authorization 

under (a) of this section, the governor shall

(1) submit to the legislature the commissioner's final findings and 

determination and the financial, technical, and market data, including the work papers, 

analyses, and recommendations of any independent contractors used under 

AS 43.82.240, that wfiKTconsWered by the commissioner to make the findings and 

de,em,jW tjpn;and  f  ^

mhk^avaikible to the public copies of the proposed contract and/ 

A ^ e/mgterial described in (1) of this subsection.

1/0 (c) After considering the material described in (b)(1) of this section and other

information that the legislature considers relevant that it has requested from the

v ^ o r  and state agencies and received, the legislature may, by law, authorize the 

state to execute the contract transmitted by the governor. 

r  (d) A contract developed under this chapter is not binding on or enforceable

against the state or other parties to the contract unless the governor is authorized to

-3-
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execute the contract by law.

(e) The state and the other parties to the contract may execute the contract 

within 60 days after the effective date of the law authorizing the contract.

* Sec. 6. AS 43.82.440 is amended to read:

Sec. 43.82.440. Judicial review. Notwithstanding any other provision of 

law, a [A] person may not bring an action challenging the final findings and 

determinations of the commissioner of revenue made under AS 43.82.430(a), the 

constitutionality of a law authorizing a contract enacted under AS 43.82.4354 or the 

enforceability of a contract executed under a law authorizing a contract enacted under 

~rtS '13.82*4^ /  until that contract has been executed and unless the action is 

commenced within 120 days after the date that the contract was executed by the state 

and the other parties to the contract.

-* Sec. 7. AS «LT82.43Q(c) is repealed.

* Sec. 8/TWS A c tiv e s  effect immediately under AS 01 .10.070(c).

/IAO  A M A - fc ?  P  taj? J ) tv \

u ^ d U l  
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A M E N D M E N T $ 7 -

OFFERED IN THE SENATE BY SENATOR THERRIAULT

TO: CSSB 316( ), Draft Version "I"

1 Page 1, line 6, following "enforceability".

2 Insert "extending to 90 days the period during which the public and members of

3 the legislature may comment on a proposed contract -nder that Act;"

4

5 Page 2, following line 12:

6 Insert a new bill section to read:

7 "* Sec. 2. AS 43.82.410 is amended to read:

8 Sec. 43.82.410. Notice and comment regarding the contract. The

9 commissioner shall

10 (1) give reasonable public notice of the preliminary findings and

11 deteiTnination made under AS 43.82.400;

12 (2) make copies o f the proposed contract, the commissioner’s

13 preliminary findings and determination, and, to the extent the information is not

14 required to be kept confidential under AS 43.82.310, the suppr.ting financial,

15 technical, and market data, including the work papers, analyses, and recommendations

16 of any independent contractors used under AS 43.82.240 available to the public and to

17 (A) the presiding officer o f each house o f the legislature;

18 (B) the chairs o f the finance and resources committees of the

19 legislature; and

20 (C) the chairs o f  the special committees on oil and gas, if  any,

21 o f the legislature;

22 (3) offer to appear before the Legislative Budget and Audit Committee

23 to provide the committee a review o f the commissioner's preliminary findings and

- 1 -



1 determination, the proposed contract, and the supporting financial, technical, and

2 market data; if the Legislative Budget and Audit Committee accepts the

3 commissioner's offer, the committee shall give notice of the committee's meeting to

4 the public and all members of the legislature; if the financial, technical, and market

5 data that is to be provided mast be kept confidential under AS 43.82.310, the

6 commissioner may not release the confidential information during a public portion of

7 a committee meeting; and

8 (4) establish a period of at least 90 [30] days for the public and

9 members of the legislature to comment on the proposed contract and the preliminary

10 findings and determination made under AS 43.82.400."

11

24-LSI842U.1

12 Renumber the following bill sections accordingly.
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A M E N D M E N T

OFFERED IN THE SENATE BY SENATOR THERRIAULT

TO: CSSB 316( ), Draft Version "I"

] Page 1, line 6, following "enforceability":

2 Insert "extending to 90 days the period during which the public and members of

3 the legislature may comment on a proposed contract under that Act;"

4

5 Page 2, following line 12:

6 Insert a new bill section to read:

7 "* Sec. 2. AS 43.82.410 is amended to read:

8 Sec. 43.82.410. Notice and comment regarding the contract. The

9 commissioner shall

10 (1) give reasonable public notice o f the preliminary findings and

11 determination made under AS 43.82.400;

12 (2) make copies o f the proposed contract, the commissioner's

13 preliminary findings and determination, and, to the extent the information is not

14 required to be kept confidential under AS 43.82.310, the supporting financial,

15 technical, and market data, including the work papers, analyses, and recommendations

16 of any independent contractors used under AS 43.82.240 available to the public and to

17 (A) the presiding officer o f each house o f the legislature;

18 (B) the chairs o f the finance and resources committees of the

19 legislature; and

20 (C) the chairs o f  the special committees on oil and gas, if any,

21 o f the legislature;

22 (3) offer to appear before the Legislative Budget and Audit Committee

23 to provide the committee a review o f the commissioner's preliminary findings and

L - 1 -



1 determination, the proposed contract, and the supporting financial, technical, and

2 market data; if the Legislative Budget and Audit Committee accepts the

3 commissioner's offer, the committee shall give notice o f the committee's meeting to

4 the public and all members o f the legislature; if the financial, technical, and market

5 data that is to be provided must be kept confidential under AS 43.82.310, the

6 commissioner may not release the confidential information during a public portion of

7 a committee meeting; and

8 (4) establish a period o f at least 90 [30] days for the public and

9 members o f the legislature to comment on the proposed contract and the preliminary

10 findings and determination made under AS 43.82.400."

11

24-LS1842M. 1f

12 Renumber the following bill sections accordingly.

L -2-
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CS FOR SENATE BILL NO. 316( )

THE LEGISLATURE OF THE STA 1E OF ALASKA

JTY-FOURTH LEGISLATURE - SECOND SESSION

1

2

3

4

BY

Offered:
Referred:

Sponsor(s): SENATE JU D IC IA RY  C O M M ITTEE

BILL

FOR AN ACT. ENTITLED 

"An Act amending provisions of the Alaska Stranded Gas Development Act relating to 

establishing when records and files relevant/to development of a contract for payments 

in lieu of taxes and for the other purpos^ described In that Act become public records, 

to legislative review of. and authorization to execute, a. proposed contract negotiated

5 jj under that Act, and to judicial review of the findings and recommendation that support

6
7

8

9

10

11

12

13

a proposed contract, its authorization, and its enforceabilitj\ and providing for an 

effective date."

BE IT  ENACTED BY THE/LEGISLATURE O F TH E STATE OF ALASKA:

* Section 1. AS 43.82.3 L0(f) is amended to read:

(f) If the commissioner of revenue chooses to develop a contract under 

AS 43.82.020. tpe portions of the records and files of the Department of Revenue, the 

Department o f  Natural Resources, the Department of Law, and a municipal advisory 

group established under AS 43.82.510 that reflect, incorporate, or analyze information

- 1-
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1 that is relevant to the development of the position or strategy of the commissioner of

2 revenue, the commissioner of natural resources, or the attorney general with respect to

3 a particular provision that may be mcorporatcd into the contract are [NOT] public

4 records after [UNTIL] the commissioner of revenue gives public notice under

5 AS 43.82.410 of the commissioner's preliminary findings and determination under

6 AS 43.82.400. Nothing in this subsection

7 |  (1) makes a record or file of the Department of Revenue, the

8 Department of Natural Resources, or the Department of Law a public record that

9 otherwise would not be a public record under AS 40.25.100 * 40.25.220;

10 (2) affects the confidentiality provisions of (a) - (e) of this section; or

11 (3) abridges a privilege recognized under the laws of this state,

12 whether at common law or by statute or by court rule.

13 * Sec. 2. AS 43.82.435 is repealed and reenacted to read:

14 Sec. 43.82.435. Legislative authorization, (a) The governor may transmit a

15 contract developed under this chapter to the legislatu.c together with a request for

16 authorization to execute the contract.

17 (b) Concurrent with transmittal of the contract and request for authorization

18 under (a) of this section, the governor shall

19 (1) submit to the legislature the commissioner’s final findings and

20 determination and the records and files that are relevant to those findings and that

21 determination, including those that, under AS 43.82.310(a) and (b), were determined

22 to be confidential and that, under AS 43.82.310(f), become public records; and

23 (2) make available to the public copies of the proposed contract and

24 the m ateral described in (1) of this subsection.

25 (c) After considering the material described in vb)(l) of this section and other

26 information that the legislature considers relevant that it has requested from the

27 governor and state agencies and received, the legislature may, by law, authorize the

28 state to execute the contract transmitted by the governor.

29 (d) A contract developed under this chapter is not binding on or enforceable

30 a~ainst the state or other parties to the contract unless the governor is authorized to

31 execute the contract by law.

WORK DRAFT WORK DRAFT 24-LS1842M
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(e) The state and the other parties to the contract may execute the contract 

within 60 days after the effective date of the law authorizing the contract.

* Sec. 3. AS 43.82.440 is amended to read:

Sec. 43.82.440. Judicial review. Notwithstanding anv other provision of 

law, a [A] person may not bring an action challenging the findings and 

determinations relied on by the legislature to authorize the execution of a 

contract developed under this chapter, the constitutionality of a law authorizing a 

contract enacted under AS 43.82.435j or the enforceability of a contract executed 

under a law authorizing a contract enacted under AS 43.82.435 until that contract 

has been executed and unless the a. iion is commenced within 120 days after the date 

that the contract was executed by the state and the other parties to the contract.

* Sec. 4. AS 43.82.430(c) is repealed.

* Sec. 5. This Act takes effect immediately under AS 01.10.070(c).

-3-
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A M E N D M E N T

OFFERED IN THE SENATE

TO: CSSB 316( ), Draft Version "Y"

1 Page 1, line 3, following "records,":

2 Insert "to the content of the preliminary and final findings and determination that

3 apply to a proposed contract negotiated under that Act,"

4

5 Page 2, following line 12:

6 Insert new bill sections to read:

7 "* Sec. 2. AS 43.82.400(a) is amended to read:

8 (a) If the commissioner develops a proposed contract under AS 43.82.200 -

9 43.82.270, the commissioner shall

10 /  (1) make preliminary findings and a determination that the proposed^

11 / contract teims are in the long-term fiscal interests of the state and m eet the

12 j requirements and [FURTHER THE] purposes of this chapter; and ^  ^

13 (2) prepare a proposed contract that includes those terms and shall

14 \  submit the contract to the governor.

15 * Sec. 3. AS 43.82.430(a) is amended to read:

16 (a) Within 30 days after the close of the public comment period under

17 AS 43.82.410(4), the commissioner of revenue shall

18 (1) prepare a summary of the public comments received in response to

19 the proposed contract and the preliminary findings and determination;

20 (2) after consultation with the commissioner of natural resources, if

21 appropriate, and with the pertinent municipal advisory group established under

22 AS 43.82.510, prepare a list of proposed amendments, if any, to the proposed contract

23 that the commissioner of revenue determines are necessary to respond to public



1 commen’s;

? (3) make final findings and a deterrninatipr that )[AS TO WHETHER 1

3 the proposed contract and anv proposed amendments prepared under (2) f this

4 subsection meet the long-term fiscal interests of the state end the requirements and

5 purposes of this chapter."

24-LS1 &42VY.2

6

Renumber the following bill sections accordingly.

^  *(f^AO ■ J L  J  Aa J \
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A M E N D M E N T

OFFERED IN THE SENATE BY SENATOR FRENCH

TO: CSSB 316( ), Draft v ersion "Y"

1 Page 3, line 6, following "challenging":

2 Insert "the final findings and determ ination of the commissioner of revenue made

3 under AS 43.82.430(a)."
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K WORK DRAFT WORK DRAFT WORK DRAFT

CS FOR SENATE BILL NO. 3 i6( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-FOURTH LEGISLATURE - SECOND SESSION

BY

Offered:
Referred:

Sponsor(s): SENATE JU D IC IA R Y  C O M M ITTEE

A BILL 

FOR AN ACT EN TITLED  

"An Act am ending provisions of the Alaska S tranded Gas Development Act relating to 

establishing when records and files relevant to developm ent of a contract for payments 

in lieu of taxes and for the o ther purposes described in that Act become public records, 

to legislative review of, and authorization to execute, a proposed contract negotiated 

under that Act, and to jud icial review of the findings and recommendation tha t support 

a proposed contract, its authorization, and its enforceability; and providing for an 

effective date."

BL IT ENACTED BY TH E LEGISLATURE O F TH E STATE OF ALASKA:

* Section 1. AS 43.82.310(0 is amended to read:

(0 If the commissioner of revenue chooses to develop a ’ontract under 

AS 43.82.020, the portions of the records and files of the Department of Revenue, the 

Department of Natural Resources, the Department of Law, and a municipal advisory 

group established under AS 43.82.510 that reflect, incorporate, or analyze information

! 24-LS1842\Y
Chcnowcih

4/24/06

-1- CSSB 316( )
New TexC Underlined [DELETED TEXT BRACKETED]
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27

28

29

30

31

lhat is relevant to the development of the position or strategy of tc commissioner of 

revenue, the commissioner of natural resources, or the attorney general with respect to 

a particular provision that may be incorporated into the contract are [NOT] public 

records after [UNTIL] the commissioner of revenue gives public notice under 

AS 43.PL410 of the commissioner’s preliminary findings and determination under 

AS 43.82.400. Nothing in this subsection

(1) makes a record or file of the Department of Revenue, the 

Department of Natural Resources, or the Department of Law a public record that 

otherwise would not be a public record under AS 40.25.100 - 40.25.220;

(2) affects the confidentiality provisions of (a) - (e) of this section; or

(3) abridges a privilege recognized under the laws of this state, 

whether at common law or by statute or by court rule.

* Sec. 2. AS 43.82.435 is repealed and reenacted to read:

Sec. 43.82.435. Legislative authorization, (a) The governor may transmit a 

contract developed under th.s chapter to the legislature together with a request for 

authorization to execute the contract.

(b) Concuirent with transmittal of the contract and request for authorization 

under (a) of this section, the governor shall

(1) submit to the legislature the commHjsronefs final findings and 

determination and the financial, technical, and market data, including the work papers, 

analyses, and recommendations of any independent contractors used under 

AS 43.82.240. that were considered by the commissioner to make the findings and 

determination; and

(2) make available to the public copies of the proposed contract and 

the material described in (1) of this subsection.

(c) After considering the material described in (b)(1) of this section and other 

information that the legislature considers relevant lhat it has requested from the 

governor and state agencies and received, the legislature may, by law, authorize the 

state to execute the contract transmitted by the governor.

(d) A contract developed under this chapter is not binding on or enforceable 

agamst the state or other parties to the contract unless the governor is authorized to

WORK DRAFT WORK DRAFT 24-LS1842\Y

CSSB 316( ) - 2-
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execute the contract by law.

(e) The state and the other parties to the contract may execute the contract 

within 60 days after the effective dale of the law authorizing the contract.

* Sec. 3. AS 43.82.440 is amended to read: /

Sec. 43.82.440. Judicial review. Notwithstanding any other/provision of 

law, a f \]  person may not bring an at lion challenging the ■findings and 

determ i-.ations relied on by the legislature to authorize the execution of a 

cont’at developed under this chapter, the constitutionality of a law authorizing a 

contract enacted under AS 43.82.435j or the enforceability of a contract executed 

unde, a law authorizing a contract enacted under AS 43.82.435 until that contract 

has been executed and unless the action is commenced within 121 days after the date 

th if die contract was executed by the state and the other parties to the contract.

* Sec. 4. AS 43.82.430(c) is repealed.

* Sec. f  This Act takes effect immediately under AS 01.10.070(c).

t ' f o t o d t o - 1
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LEGAL SERVICES

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

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA Stale Capitol 
Juneau, Alaska 99801-1182 

Deliveries to: 129 6th St., Rm. 329

M E M O R A N D U M April 24, 2006

SUBJECT: Draft CSSB 316(JUD)
(Work Order No. 24-LS1842\Y)

TO: Senator
Chair o| [tee

FROM: Jack Chenowe, 
Assistant R^vi:

With inclusion of material in AS 43.55.435(b)(1), you invite a conflict between 
AS 43.82.310(0. making "public records" out of

the portions of the records and files of the Department of Revenue, the 
Department of Natural Resources, the Department of Law, and a 
municipal advisory group established under AS 43.82.510 that reflect, 
incorporate, or analyze infor. tiun that is relevant to the development of 
the position or strategy of [specific public officers] with respect to a 
particular provision that may be incorporated into the contract

once the commissioner of the Department of Revenue "gives public notice under 
AS 43.82.410 of the commissioner's preliminary findings and determination under 
AS 43.82.400," and proposed AS 43.82.435(b)(1) th it, under (b)(2), requires the 
commissioner to make available to the public

the financial, technical, and market data, including the work papers,
analyses, and recommendations of independent contractors . . . that the
commissioner considered.

To the extent that these provisions identify different subsets of records and information, it 
is not clear to me that public release, and the identity of the documents to be released, 
will occur (D  when notice is given or (2) when actual submission is made to the
legislature. My point is this: you may be able to do with one or the other, but having
both may open the door to argument that a record or information need not be disclosed — 
at least "not now" — because a condition hasn't been met.

If you decide to retain both references, identification of what should be released should 
be precise. There are differences between the material described in AS 43.82.310(0 and 
the material described in AS 43.82.435(b)(1). You should consider eliminating those



Senator Ralph Seekins 
April 24, 2006 
Page 2

differences. If what you want to be released to the public is that which is described in 
proposed AS 43.82.435(b)(1), then those same records and sources of information should 
either be set out again in AS 43.82.310(0 or should be cross-referenced.

Do you want to require release "sooner' rather than "later"? J  so, then, it seems to me, 
you'll want to require release under AS 43.82.310(0. which seems to me to be a point in 
time that will always be earlier than release under proposed AS 43.82.435(b)(1).

JBC:mcd 
06-333. med

Enclosure



Sec, 40.25.110. Public records open to inspection and copying; fees.

(a) Unless specifically provided otherwise, the public records of all public 

agencies are open to inspection by the public under reasonable rules during 

regular office hours. The public officer having the custody of public records shall 

give on request and payment of the fee established under this section or AS 

40.25.115 a certified copy of the public record.

(b) Except as otherwise provided in this section, the fee for copying public 

records may not exceed the standard unit cost of duplication established by the 

public agency.

(c) If the production of records for one requester in a calendar month 

exceeds five person-hours, the public agency shall require the requester to pay 

the personnel costs required during the month to complete the search and 

copying (asks. The pe sonnel costs may not exceed the actual salary and benefit 

costs for the personnel time required to perform the search and copying tasks. 

The requester shall pay the fee before the records are disclosed, and the public 

agency may require payment in advance of the search.

(d) A public agency may reduce or waive a fee when the public agency 

determ ines that the reduction or waiver is in the public interest. Fee reductions 

and waivers shall be uniform ly applied among persons who are similarly situated. 

A public agency may waive a fee of $5 or less if the fee is less than the coct to 

the public agency to arrange for payment.

(e) Notwithstanding other provisions of this section to the conti ary, the 

Bureau of Vital Statistics and the library archives in the Department of Education 

and Early Development may continue to charge the same fees that they were 

charging on September 25, 1990, for performing record searches, and may 

increase the fees as necessary to recover agency expenses on the same basis 

that was used by the agency immediately before September 25, 1990.



Notwithstanding other provisions of this section to the contrary, the Department 

o f Commerce, Community, and Economic Development may continue to charge 

the same fees that the former Department of Commerce and Economic 

Development was charging on July 1, 1999, for perform ing record searches for 

matters related to banking, securities, and corporations, and may increase the 

fees as necessary to recover agency expenses on the same basis that was used 

by the former Department of Commerce and Economic Development 

immediately before July 1, 1999.

(f) Notwithstanding other provisions of this section to the contrary, the Board 

of Regents of the University of Alaska may establish reasonable fees for the 

inspection and copying of public records, including record searches

(g) Notwithstanding other provisions of this section to the contrary, the board 

of directors of the Alaska Railroad Corporation may establish reasonable fees for 

the inspection and copying of public records, including record searches.

(h) Notwithstanding other provisions of this section to the contrary, the 

judicial branch may establish by court rule reasonable fees for the inspection and 

copying of public records, including record searches.

(i) Electronic information that is provided in printed form shall be made 

available without codes or symbols, unless accompanied by an explanation of 

the codes or symbols.

Sec. 40.25.115. Electronic services and products.

(a) Notwithstanding AS 40.25.110 (b) - (d) to the contrary, upon request and 

payment of a fee established under (b) of this section, a public agency may 

provide electronic services and products involving public records to members of 

the public. A public agency is encouraged to make information available in 

usable electronic formats to the greatest extent feasible. The activities authorized



under this section may not take priority over the primary responsibilities o f a 

public agency.

(b) The fee for electronic services and products must be based on recovery 

of the actual incremental costs of providing the electronic services and products, 

and a reasonable portion of the costs associated with building and maintaining 

the information system of the public agency. The fee may be reduced or waived 

by the public agency if the electronic services and products are to be used for a 

public purpose, including public agency prr iram support, nonprofit activities, 

journalism, and academic research. Fee reductions and waivers shall be 

uniformly applied among persons who are similarly situated.

(c) Notwithstanding (b) of this section, the fee for duplicating a public record 

in the electronic form kept by a public agency may not exceed the actual 

incremental costs of the public agency.

(d) Public agencies shall include in a contract for electronic services and 

products provisions that

(1) protect the security and integrity of the information system of the public 

agency and of information systems that are shared by public agencies; and

(2) limit the liability of the public agency providing the services and prou Js.

(e) Each public agency shall notify the state library distribution and data 

access center established under 'VS 14.56.090 of the electronic services and 

products offered by the public agency to the public under this section. The 

notification must include a summary of the available format options and the fees 

charged.

(f) When offering on-line access to an electronic file or data base, a public 

agency also shall provide without charge on-line access to the electronic file or 

data base through one or more public terminals.



(g) Each public agency shall establish the fees for the electronic services 

and products provided under this section. The governor may cancel the fees 

established by a public agency in the executive branch, except the fees of the 

University of Alaska and the Alaska Railroad Corporation, if the governor 

determ ines that the fees are unreasonably high.

(h) A public agency may not make electronic services and products available 

to one member of the public and withhold them from other members of the 

public.

(i) A public agency other than a municipality or the Alaska Railroad 

Corporation shall separately account for the fees received by the agency under 

this section and deposited in the general fund. The annual estimated balance in 

the account may be used by the legislature to make appropriations to the agency 

to carry out the activities of the agency.

Sec. 40.25.120. Public records; exceptions; certified copies.

(a) Every person has a right to inspect a public record in the state, including 

public records in recorders' offices, except

(1) records of vital statistics and adoption proceedings, which shall be 

treated in the manner required by AS 18.50;

(2) records pertaining to juveniles unless disclosure is authorize J by law;

(3) medical and related public health records;

(4) records required to be kept confidential by a federal law or regulation or



(5) to the extent the records are required to be kept confidential under 20 

U.S.C. 1232g and the regulations adopted under 20 U.S.C. 1232g in order to 

secure or retain federal assistance;

(6) records or information compiled for law enforcement purposes, but only 

to the extent that the production of the law enforcement records or information

(A) could reasonably be expected to interfere with in fo rcem en t proceedings;

(B) would deprive a person of a right to a fair irial or an impartial 

adjudication;

(C) could reasonably be expected to constitute an unwarranted invasion of 

the personal privacy of a suspect, defendant, victim, or witness;

(D) could reasonably be expected to disclose the identity of a confidential 

source;

(E) would disclose confidential techniques and procedures fo r law 

enforcement investigations or prosecutions;

(F) would disclose guidelines for law enforcement investigations or 

prosecutions if the disclosure could reasonably be expected to risk circumvention 

of the law; or

(G) could reasonably be expected to endanger the life or physical safety of 

an individual;

(7) names, addresses, and other information identifying a person as a 

participant in the Alaska Higher Education Savings Trust under AS 14.40.802 or 

the advance college tuition savings program under AS 14.40.803 - 14.40.817;

(8) public records containing information that would disclose or might lead to 

the disclosure of a component in the process used to execute or adopt an



electronic signature if the disclosure would or might cause the electronic 

signature to cease being under the sole control of the person using it;

(9) [See delayed repeal note], reports submitted under AS 05.25.030 

concerning certain collisions, accidents, or other casualties involving boats;

(10) records or information pertaining to a plan, program, or procedures for 

establishing, maintaining, or restoring security in the state, or to a detailed 

description or evaluation of systems, facilities, or infrastructure in the state, but 

only to the extent that the production of the records or information

(A) could reasonably be expected to interfere with the implementation or 

enforcement of the security plan, program, or procedures;

(B) would disclose confidential guidelines for investigations or enforcement 

and the disclosure could reasonably be expected to risk circumvention of the law; 

or

(C) could reasonably be expected to endanger the life or physical safety of 

an individual or to present a real and substantial risk to the public health and 

welfare;

(11) the written notification regarding a proposed regulation provided under 

AS 24.20.105 to the Department of Law and the affected state agency and 

communications between the Legislative Affairs Agency, the Department of Law, 

and the affected state agency under AS 24.20.105.

(b) Every public officer having the custody of records not included in the 

exceptions shall permit the inspection, and give on demand and on payment of 

the fees under AS 40.25.110 - 40.25.115 a certified copy of the record, and the 

copy shall in all cases be evidence of the original.



(c) Kecorders shall perm it memoranda, transcripts, and copies of the public 

records in their offices to be made by photography or otherwise for the purpose 

of examining titles to real estate described in the public records, making 

abstracts of title or guaranteeing or insuring the titles of the real estate, or 

building and maintai. ing title and abstract plants; and shall furnish proper and 

reasonable facMities to persons having lawful occasion for access to the public 

records for those purposes, subject to reasonable rules and regulations, in 

conform itv to the direction of the court, as are necessary for the protection of the 

records and to prevent interference with the regular discharge of the duties of the 

recorders and their employees.

Sec. 40.25.121. Copies of public records for veterans.

When a copy of a public record is required by the Department of Military and 

Veterans' Affairs, the Department of Commerce, Community, and Economic 

Development, or by the United States Department of Veterans Affairs to be used 

in determining the eligibility of a person to participate in benefits, the official 

custodian of the public record shall, without charge, provide the applicant for the 

benefits, a person acting on behalf of the applicant, or an authorized 

representative of the department or the United States Department of Veterans 

Affairs with a certified copy of me record.

Sec. 40.25.122. Litigation disclosure.

A public record that is subject to disclosure and copying under AS 40.25.11 '' 

40.25.120 remains a public record subject to disclosure and copying even if the 

record is used for, included in, or relevant to litigation, including law enforcement 

proceedings, involving a public agency, except that with respect to a person 

involved in litigation, the records sought shall be disclosed in accordance with the 

rules of procedure applicable in a court or an administrative adjudication. In this 

section, "involved in litigation" means a party to litigation or representing a party 

to litigation, including obtaining public records for the party.



Sec. 40.25.123. Supervision and regulation.

(a) The Department of Administration shall supervise and adopt regulations 

for the operation and implementation of AS 40.25.110 - 40.25.140 by public 

agencies in the executive branch, except the Alaska Railroad Corporation.

(b) The legislative council shall supervise and adopt procedures for the 

operation and implementation of AS 40.25.110 - 40.25.140 by public agencies in 

the legislative branch.

(c) The administrative director of courts shall supervise and adopt 

procedures for the operation and implementation of AS 40.25.110 - 40.25.140 by 

public agencies in the judicial branch.

(d) The Board of Regents of the University of Alaska shall supervise and 

adopt procedures for the operation and implementation of AS 40.25.110 - 

40.25.140 by the University of Alaska.

(e) The regulations and procedures adopted under this section must include 

the establishment of procedures for making an administrative appeal of public 

agency action that is taken under AS 40.25.110 - 40.25.140.

(f) In this section,

(1) "action" includes the calculation of a fee, the denial of a fee reduction or 

waiver, and the denial of a request to inspect or copy a public record;

(2) "public agency" does not include a municipality.

Sec. 40.25.124. Appeals.

A person may appeal to the superior court the final administrative order made by 

a public agency under AS 40.25.110 - 40.25.140.



Sec. 40.25.125. Enforcement: Injunctive relief.

A person having custody or control of a public record who denies, obstructs, or 

attempts to obstruct, or a person not having custody or control who aids or abets 

another person in denying, obstructing, or attempting to obstruct, the inspection 

of a public record subject to inspection under AS 40.25.110 or 40.25.120 may be 

enjoined by the superior court from denying, r structing, or attempting to 

obstruct, the inspection of public records subject to inspection unJer AS 

40.25.110 oi 40.25.120. A person may seek injunctive relief under this section 

without exhausting the person's remedies under AS 40.25.123 - 40.25.124.

Sec 40.25.140. Confidentiality of library records.

(a) Except as provided in (b) of this section, the names, addresses, or other 

personal identifying information of people who have used materials made 

available to the public by a library shall he kept confidential, except upon court 

order, and are not subject to inspecticn under AS 40.25.110 or 40.25.120. This 

section applies io libraries operated by the state, a municipality, or a public 

school, including the University of Alaska.

(b) Records of a public elementary or secondary school library identifying a 

minor child shall be made available on request to a parent or guardian of that 

child.

Sec. 40.25.151. Confidentiality of retirement records.

(a) Except as provided in (b) - (d) of this section, public records, including 

electronic services and products involving public records, containing information 

about a person and maintained under AS 14.25, AS 22.25, AS 26.05.222 -

26.05.229, AS 39.35, or former AS 39.37 shall be kept confidential and are not 

subject to inspection or copying under AS 40.25.110 - 40.25.120.



(b) Records described in (a) of this section concerning a person who is a 

member or former member of a state retirement system who is still living may 

only be released to

(1) the person or the person's guardian;

(2) the person’s employer or former employer;

(3) a state agency authorized to obtain confidential information;

(4) another person if the person has

(A) written authorization for release from the affected member or former 

member or the member’s or former member's guardian; or

(B) a court order or subpoena to obtain the information.

(c) Records described in (a) of this section concerning a member or former 

member of a state retirement system who is deceased or a deceased member's 

named beneficiary may only be released to

(1) the member's named beneficiary or the beneficiary’s guardian;

(2) the member's or former member’s former employer;

(3) a state agency authorized to obtain confidential information;

(4) the personal representative of the member's or former member's estate;

(5) another person if the person has

(A) written authorization for release from the member or former member, the 

member's named beneficiary, or the personal representative of the member's or 

former member's estate; or



(B) a court order or subpoena to secure the information.

(d) The name and address o f a living person who is a member or former 

member of a state retirement system may be released to a retirement 

organization representing persons receiving benefits under a state retirement 

system if the retirement organization is affiliated with an organization 

representing employees of the employer under AS 23.40.070 - 23.40.260 (Public 

Employment Relations Act).

(e) In this section, "state retirement system" means the teachers' retirement 

system under AS 14.25, the judicial retirement system under AS 22.25, the 

retirement system for members of the national guard under AS 26.05.222 -

26.05.229, the public employees' retirement system under AS 39.35, or the 

elected public officers retirement system under former AS 39.37.

Sec. 40.25.220. Definitions for A S 40.25.100 - 40.25.220.

In AS 40.25.100 - 40.25.220, unless the context o i erwise requires,

(1) "electronic services and products" means computer-related services and 

products provided by a public agency, including

(A) electronic manipulation of the data contained in public records in order to 

tailor the data to the person's request or to develop a product that meets the 

person's request;

(B) duplicating public records in alternative formats not used by a public 

agency, providing periodic updates of an electronic file or data base, or 

duplicating an electronic file or data base from a geographic information system;

(C) providing ̂ n-line access to an electronic file or data base;



(D) providing information that cannot be retrieved or generated by the 

existing computer programs of the public agency;

(E) providing functional electronic access to the information system of the 

public agency; in this subparagraph, "functional access" includes the capability 

for alphanumeric query and printing, graphic query and plotting, nongraphic data 

input and analysis, and graphic data input and ana1. "'s;

(F) providing software developed by a public agency or developed by a 

private contractor for a public agency;

(G) generating maps or other standard or custom ized products from an 

electronic geographic information system;

(2) "public agency" means a political subdivision, department, institution, 

board, commission, division, authority, public corporation, council, committee, or 

other instrumentality of the state or a municipality; "public agency" includes the 

University of Alaska and the Alaska Railroad Corporation;

(3) "public records" means books, papers, files accounts, writings, including 

drafts and memorializations of conversations, and other items, regardless of 

format or physical characteristics, that are developed or received by a public 

agency, or by a private contractor for a public agency, and tnat are preserved for 

their informational value or as evidence of the organization or operation of the 

public agency; "public records" does not include proprietory software programs;

(4) [Repeated, E  O. No. 113 Sec. 18 (2005)].
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A M E N D M E N T

OFFERED IN THE SENATE BY SENATOR FRENCH

TO: SB 316

1 Page 1, line 1:

2 Delete "eliminate"

3 Insert "limit"

4

5 Page 1, line 7, through page 2, line 28:

6 Delete all material and insert:

7 "* Section 1. AS 43.8...430(c) is amended to read:

8 (c) The commissioner's final findings and determination under (a) of this

9 section

10 £1] are final agency decisions under this chapter; and

11 (2) may be made the subject of judicial review under AS 44.62, as

12 authorized hv AS 44.62.560(a) and applicable rules of court governing appeals in

13 civil m atters, only if a proposed contract negotiated with a qualified sponsor or

14 Qualified sponsor group under this chapter is executed as authorized hv law

15 * Sec. 2. This Act takes effect immediately under AS 01.10.070(c)."

L -1-
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IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-FOURTH LEGISLATURE - SECOND SESSION

BY THE SENATE JUDICIARY COM M ITTEE

Introduced: 4/13/06 
Referred: Judiciary

A BILL

FOR AN ACT ENTITLED 

"An Act amending the Alaska Stranded Gas Development Act to eliminate the 

opportunity for judicial review of the findings and determination of the commissioner of 

revenue on which are based legislative review for a proposed contract for payments in 

lieu of taxes and for the other purposes described in that Act; and providing for an 

effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

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

to read:

LEGISLATIVE FINDINGS AND PURPOSE, (a) The legislature finds that

(1) when introduced in 1998 at the request of the governor, the bill to enact the 

Alaska Stranded Gas Development Act provided that the commissioner of revenue, after 

making preliminary findings and a determination, providing opportunity for public review of 

and comment on those preliminaiy decisions, and making final findings and a determination.

SENATE BILL NO. 316

SB0316A - 1-

New T e x t  U n d e r l i n e d  [DELETED TEXT BRACKETEDI
SB 316
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1 had the discretionary authority to execute the contract for payments in lieu of taxes and for the

2 other purposes described in the proposed Alaska Stranded Gas Development Act if the

3 commissioner determined that a contract authorized by that Act would serve the long-term

4 fiscal interests of the state; the proposed Act declared that the commissioner's final findings

5 and determinations and decisions as to whether or not to execute the contract constituted final

6 agency decisions; the declaration was consistent with the notion that the commissioner's

7 conclusion would constitute a final administrative decision that might be subject to judicial

8 review; and

9 (2) legislative action on the bill to enact the Alaska Stranasd Gas

10 Development Act incorporated a provision allowing for legislative review of the

11 commissioner’s determination and withholding of the authority to execute a contract for

12 payments in lieu of taxes and for the other purposes described in the Act until the legislature,

13 by law, authorizes the governor to execute it; consequently, the commissioner's final

14 determination was substantially changed so that it is no longer to be regarded as a final

15 administrative decision, but rather a recommendation subject to legislative review.

16 (b) It is the purpose of this Act to

17 (1) affirm that, consistent with AS 43.82.435, it is the legislature that must

18 exercise final authority over direction to execute any contract for payment in lieu of taxes and

19 for the other purposes described in the Alaska Stranded Gas Development Act; and

20 (2) assert that the reaffirmation of that legislative authority is made without

21 amendment or compromise of AS 43.82.440 regarding judicial review of a law enacted under

22 AS 43.82.435 or the enforceability of a contract executed under that law.

23 * Sec. 2. AS 43.82.430(c) is repealed and reenacted to read:

24 (c) Notwithstanding another provision of law, and except for a claim based on

25 the United States Constitution or the Constitution of the State of Alaska, the

26 commissioner's final findings and determination under (a) of this section are not
- * \ 127 subject to review, stay, or injunction by any court. »• • v

.n

28 * Sec. 3. This Act takes effect immediately under AS 01.10.070(c).
9
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S.B. 316
AMENDING STRANDED GAS DEVELOPMENT ACT 

SECTION AS 43.82.430(c)

FEBRUARY 11, 1998 (ORIGINAL) VERSION OF AS 43.82.430

COMPARED WITH

MARCH 26, 1998 (ENACTED) VERSION OF AS 43.82.430 AND AS 43.82.435

ORIGINAL VERSION ENACTED VERSION



ORIGINAL VERSION (02/11/1998) OF THE
SGDA -  SECTION 430(c) AUTHORIZES
THE DOR COMMISSIONER TO 0-GH2006.A

EXECUTE A CONTRACT WITHOUT 
LEGISLATIVE AUTHORIZATION

HOUSE BILL NO. 393

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTIETH LEGISLATURE - SECOND SESSION 

BY THE HOUSE RULES CO M M ITTEE BY REQUEST O F THE GOVERNOR 

Introduced: 2/11/98
Referred: House Special Com mittee on Oil and G at, Finance

A BILL 

FOR AN ACT ENTITLED

1 "An Act relating to contracts with the state establishing payments in lieu of

2 other taxes by a qualified sponsor or qualified sponsor group for projects to

3 develop stranded gas resources in the state; providing for the inclusion in such

4 contracts o f terms making certain adjustments regarding royalty value and the

5 timing and notice of the state’s right to take royalty in kind or in \a lue from

6 such projects; relating to the effect of such contracts on municipal taxation; and

7 providing for an effective date."

8 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

9 * Section 1. FINDINGS. The legislature finds that

10 (1) a vast quantity of gas in Alaska is stranded from commercial development

11 because of the cost associated with providing access to markets for that gas; on the North

12 Slope alone, between the Colville and Canning Rivers, approximately 35 trillion cubic feet of

13 discovered gas resources are stranded in this way;
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1 (2) because of the high cost of providing access to markets for North Slope

2 gas, exploration efforts there have historically focused on oil; if  the infrastructure needed to

3 provide market access for North Slope gas were economically available, it is possible that new

4 gas exploration efforts would be initiated, which could lead to the discovery and development

5 of significantly greater gas resources than have been discovered so far;

6 (3) maintaining production operations, whether for oil, gas, or both, enhances

7 the opportunities for oil and gas exploration and development on the North Slope;

8 (4) on the North Slope, in the absence o f an economic development

9 opportunity, gas produced along with oil has been used for pressure maintenance and enhanced

10 oil recovery, resulting in greater ultimate hydrocarbon recovery and higher rates of oil

11 production, to the benefit of the people of Alaska;

12 (5) in the Cook Inlet area, which is Alaska’s other currently producing oil and

13 gas area, oil and gas exploration and development activities historically also have focused

14 more on oil than gas, although there has been a relatively greater degree of exploration for and

15 commercial development of gas in the Cook Inlet area than there has been on the North Slope;

16 (6) large areas of Alaska, encompassing a number of geologic provinces and

17 basins, do not have oil and gas production and still remain largely unexplored for oil and gas;

18 exploration for gas in some of these areas might be facilitated if  infrastructure was

19 economically available to provide access for such gas to markets;

20 (7) it is unlikely that markets w ill develop within Alaska that would need more

21 than a relatively small proportion of the volume of stranded gas already discovered on the

22 North Slope; therefore, the primary need for gas infrastructure for at least the next decade will

23 be to provide access to markets outside the state;

24 (8) although developing technology may offer other alternatives, such as gas-

25 to-liquids (GTL), currently the principal mode anticipated for stranded North Slope gas to

26 access markets outside the state is a gas pipeline to an ice-free Alaska port where the gas

27 would be turned into liquefied natural gas (LNG) and exported using specially designed

28 marine tankers;

29 (9) the gas pipeline required by a North Slope LNG project would be 800

30 miles long and expensive, with some estimates placing the construction cost for the project

31 as a whole as high as $15 billion; at that cost, given the prevailing price levels in the East

0-GH2006 A
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1 Asian LNG market and the fact that most of the pipeline system costs must be incurred before

2 any gas is delivered to that market, the project is not economic;

3 (10) in addition, the size of the capital expenditure needed to get North Slope

4 gas to market via an LNG project requires long-term contracts for an enormous volume of gas,

5 on the order o f 14 million metric tons per year of LNG; that volume of gas represents

6 approximately one-quarter of the entire East Asian LNG market today and probably cannot

7 be placed into lhat market all at once; to be successful, a North Slope LNG project needs to

8 reach this full annual volume in not more than six years from the commencement of

9 commercial operations (the "ramp up” period), which means that the project must secure most,

10 if  not all, o f the projected growth in demand for LNG in the East Asian market over the ramp

11 up period;

12 (11) for a North Slope LNG project to become economically viable and

13 competitive, the estimated costs of constructing such a project must be reduced significantly;

14 reducing the financial risk associated with the project would also improve its chances of

15 becoming economically viable and competitive;

16 (12) although the state can do little now to reduce expected construction costs,

17 the st?,e can reduce some of the financial risk associated with a North Slope LNG project, or

18 other stranded gas development projects, by specifying with as much certainty as possible the

19 state taxes and royalties that would apply to such a project throughout its life;

20 (13) the state may also improve a stranded gas development project’s

21 economics and competitiveness by adjusting the timing of the state’s receipt of its share of

22 such a project’s economic rent; for example, Alaska’s present fiscal regime is "front-end

23 loaded," which means that the state and local governments take a significant part of their share

24 of a project’s economic rent early in the project’s life, even before such a project starts to

25 generate an income stream; the state and local governments may improve the economics of

26 a stranded gas development project by taking more of their share of a project’s economic rent

27 later in the project's life;

28 (14) the state’s present fiscal regime, as it would apply to a stranded gas

29 development project, also is regressive to the extent that it is insensitive to changes in a

30 project’s profitability, so that in times of low profitability the state and local governments may

31 take an excessive amount of a project’s economic rent, and in times of high profitability they

0-GH2006.A
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1 may take an inadequate amount of a project's economic rent; the state and local governments

2 may improve the economics of a stranded gas development project by making the overall

3 fiscal system less regressive and more responsive to the relative profitability of a project;

4 (15) establishing a fiscal regime applicable to a specific stranded gas

5 development project under a long-term contract with the state, where payments would be made

6 in lieu of other taxes, would enable the state to create a less "front-end loaded" and less

7 regressive fiscal regime for a project withot’. rewriting the tax laws for gas already bcir.g

8 developed and produced; it would also enable the state to customize the timing and burden

9 o f its fiscal regime to fit the economic circumstances of a particular stranded gas development

10 project; finally, it would reduce the financial risk of such a project by reducing uncertainty

11 about the fiscal terms applicable to the project;

12 (16) authorizing the state, through the executive branch, to enter into a contract

13 establishing the fiscal regime that would apply to a qualified project if  it was built is an

14 exercise of the legislature’s taxing power lhat is consistent with art. IX , sec. 1, of the

15 Constitution o f the State of Alaska;

* 6 (17) authorizing the state, through the executive branch, to enter info a contract

17 establishing a fiscal regime that reduces the risks and improves the economics of a stranded

18 gas development project is an exercise of the legislature’s power under art. IX , sec. 4, of the

19 Constitution of the State of Alaska to create tax exemptions by general law and is consistent

20 with the legislature's responsibility under art. V III, sec. 2, of the Constitution of the State of

21 Alaska to provide for the utilization, development, and conservation of all natural resources

22 belonging to the state for the maximum benefit of its people;

23 (18) stranded gas development projects are a matter of statewide interest

24 because they are an important potential source of revenue to the state, job opportunities for

25 the people of the state, and gas for use by communities throughout the state;

26 (19) to the extent permissible under the United States Constitution and the

27 Constitution o f the State of Alaska, the legislature intends that state residents and businesses

28 share in, and not be excluded from, the opportunities stemming from the development of the

29 state’s gas resources; and

30 (20) good faith efforts by qualified sponsors and qualified sponsor groups that

31 have entered into a contract with the state under this Act, and their contractors, to undertake

0-GH2006.A
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1 voluntary actions to achieve employment o f Alaska residents and Alaska businesses are in the

2 long-term interests o f the state.

3 * Sec, 2. INTENT, (a) The legislature intends that contracts entered into under this Act

4 provide stable fiscal terms that encourage the development of stranded gas projects that

5 otherwise might not be developed under the prevailing tax and royalty regime. The legislature

6 further intends, however, that any fiscal terms agreed to in a contract under this Act in lieu

7 of other taxes will fully and fairly compensate the people of the State o f Alaska for the

8 severance, production, and sale of natural resources belonging to the people o f the state, the

9 negative effects and risks that a project may impose upon the state, and the value of the

10 infrastructure that may be provided by the state to a project, including all the advantages of

11 civilized society that may be provided by the state to the sponsors of a project.

12 (b) The legislature intends that a qualified sponsor or qualified sponsor group that

13 enters into a contract relating to a stranded gas project under this Act, and its contractors, w ill,

14 with respect to the project, voluntarily

15 ( I)  undertake reasonable measures to hire Alaska residents to perform work

16 that they are qualified to perform on a competitive basis;

17 (2) assist Alaska residents who are capable of being qualified and who make

18 a good faith effort to obtain the requisite training required for employment; and

19 (3) use reasonable efforts to contract with qualified Alaska businesses

20 whenever their performance is competitive with regard to price, quality, and ava lability.

21 * Sec. 3. AS 43 is amended by adding a new chapter to read:

22 Chapter 82. Development o f Alaska Stranded Gas.
23 Article 1. Contracts for Payments in Lieu of Other Taxes.
24 Sec. 43.82.010. Purpose. The purpose of this chapter is to

25 (1) encourage new investment to develop tl.j state’s stranded gas

26 resources by authorizing establishment of fiscal terms related to that new investment

27 without significantly altering tax and royalty methodologies and rates upon existing oil

28 and gas infrastructure and production;

29 (2) allow the fiscal terms applicable to a qualified sponsor or the

30 members of a qualified sponsor group, with respect to a qualified project, to be tailored

31 to the project’s particular economic conditions and to establish those fiscal terms in

0-GH2006.A

HB0393* -5-
New T e x t  U n d e r l i n e d  [DELETED TEXT BRACKETED]

HB 393



advance and with as much certainty as the Constitution of the State of Alaska allows; 

and

(3) maximize the benefit to the people of the state of the development 

of the state’s stranded gas.

Sec. 43.82.020. Contracts for payments in lieu o f other taxes and for 
royalty adjustments. The commissioner may. under this chapter, enter into a contract 

with a qualified sponsor or qualified sponsor group providing for (1) periodic payment 

in lieu of one or more taxes that otherwise would be imposed by the state or a 

municipality upon the qualified sponsor or members of the qualified sponsor group as 

a consequence o f the sponsor’s or group’s participation in an approved qualified 

project under this chapter; and (2) certain ad'ostments regarding royalty under 

AS 43.82.220.

Article 2. Qualification and Application Procedures.
Sec. 43.82.100. Qualified project. Based on information available to the 

commissioner, the commissioner may determine that a proposal for new investment is 

a qualified project under this chapter only if  the project

(1) would produce at least 500 billion cubic feet of stranded gas within 

20 years from the commencement of commercial operations; and

(2) is capable, subject to applicable commercial regulation and technical 

and economic considerations, o f making gas available to meet reasonably foreseeable 

demand in this state for gas within proximity of the project.

Sec. 43.82.110. Qualified sponsor or qualified sponsor group. The 

commissioner may determine that a person or group is a qualified sponsor or qualified 

sponsor group if  the person or a member of the group

(1) intends to own an equity interest in a qualified project or commit 

gas that it owns to a qualified project; and

(2) meets one or more of the following criteria:

(A) owns a working interest in at least 10 percent of the 

stranded gas proposed to be developed by a qualified project;

(B) has the right to purchase at least 10 percent of the stranded 

gas proposed to be developed by a qualified project;

0-GH2006.A
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(C) has the right to acquire, control, or market at least 10 
percent of the stranded gas proposed to be developed by a qualified project,

(D) holds the permits that the department determines are 

essential to construct and operate a qualified project;

(E) has a net worth equal to at least 33 percent of the estimated 

cost of constructing a qualified project;

(F) has an unused line of credit equal to at least 25 percent of 

the estimated cost of constructing a qualified project.

Sec. 43.82.120. Applications, (a) A qualified sponsor or qualified sponsor 

group may submit to the department an application for a contract under AS 43.82.020 

evidencing that the requirements of AS 43.82.100 - 43.82.110 are met. The application 

must be submitted in the manner and form, and contain the information, required by 

the department.

(b) Along with an application submitted under (a) of this section, an applicant 

shall submit a proposed project plan for a qualified project that contains the following 

information based upon the information known to the applicant at the time of 

application;

(1) a description of the work accomplished as of the date of the 

application to further the pioject;

(2) a schedule of proposed development activity leading to the 

projected commencement of commercial operations of the project;

(3) a description of the development activity proposed to be 

accomplished under the proposed project plan;

(4) a description of each lease or property that the applicant believes 

to contain the stranded gas that would be developed if  the project was built;

(5) a description of the methods and terms under which the applicant 

is prepared to make gas available to meet reasonably foreseeable demand in this state 

for gas within proximity of the project during the term of the proposed contract, 

including proposed pipeline transportation and expansion rules if  pipeline transportation 

is a part o f the proposed project;

(6) other information that the commissioner o f revenue, in consultation

0-GH2006.A
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1 with the commissioner of natural resources, considers necessary to make a

2 determination that

3 (A) the work accomplished as of the date of application, the

4 schedule of proposed development ac’ivity, and the development activity

5 proposed to be accomplished under the proposed project plan reflect a proposal

6 for d’ligent development on the part of the applicant;

7 (B) the proposed project plan does not materially conflict with

8 the obligations of a lessee to the state under a lease or under a pool, unit, or

9 other agreement with the state; and

10 (C) the proposed project plan describes satisfactory methods and

11 terms for accommodating reasonably foreseeable demand for gas in this state

12 within proximity of the project during the term of the proposed contract.

13 (c) The requirements o f (b) of this section do not diminish the obligations of

14 a qualified sponsor or member of a qualified sponsor group to the state, or restrict the

15 authority of tht commissioner of revenue or the commissioner of natural resources,

16 under any other law or agreement relatir<- tc a plan of development for a lease, pool,

17 or unit.

18 Sec. 43.82.130. Qualified project plan. A proposed project plan submitted

19 under AS 43.82.120 may be approved as a qualified project plan under AS 43.82.140

20 if  the proposed project plan

21 (1) reflects a proposal for diligent development of the project on the

22 part of the applicant;

23 (2) does not materially conflict with the obligations of a lessee to the

24 state under a lease or under a pcol, unit, or other agreement with the state; and

25 (3) describes satisfactory methods and terms for making gas available

26 to meet reasonably foreseeable demand in this state for gas within the proximity of the

27 project during the term of the proposed contract.

28 Sec. 43.82.140. Review of applications and determination o f qualifications.
29 (a) The commissioner of revenue shall review an application submitted under

30 AS 43.82.120 to determine whether the provisions of AS 43.82.100 concerning a

J1 qualified project and AS 43.82.110 concerning a qualified sponsor or qualified sponsor

0-GH2006.A
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1 group have been met. The commissioner o f revenue may approve an application only

2 if  those provisions have been met.

3 (b) If  the commissioner of revenue approves an application under (a) of this

4 section, the commissioner of revenue and the commissioner o f natural resources shall

5 review the proposed project plan submitted with the application to determine whether

6 the provisions o f AS 43.82.130 have been met. The commissioner of revenue may

7 approve the proposed project plan as a qualified project plan only if  the commissioner

8 o f natural resources concurs in the approval.

9 (c) The commissioner of revenue shall send to the api 'ant written notice of

10 and the reasons for the determinations made under (a) and (b) ot nis section.

11 Sec. 43.82.150. Actions challenging determ inations on applications. (a)
12 Only an applicant under AS 43.82.120 who is aggrieved by a determination of the

13 commissioner of revenue or the commissioner of natural resources under AS 43.82.140

14 has standing to seek judicial review of the determination.

15 (b) The only grounds for judicial review of a determination made under

16 AS 43.82.140 are

17 (1) failure to follow the qualification and application procedures set out

18 in AS 43.82.100 - 43.82.180; or

19 (2) abuse of discretion that is so capricious, arbitrary, or confiscatory

20 as to constitute a deniai o f due process.

21 Sec. 43.82.16C. Multiple applications for similar or competing qualified
22 projects. Nothing in this chapter prohibits different qualified sponsors or different

23 qualified sponsor groups from submitting applications under AS 43.82.120 relating to

24 similar or competing qualified projects, or prohibits the commissioner of revenue or

25 the commissioner o f natural resources from reviewing and approving applications and

26 proposed project plans under AS 43.82.140 relating to similar or competing qualified

27 projects.

28 Sec. 43.82.170. Application deadline. The commissioner of revenue or the

29 commissioner of natural resources may not act on an application for a contract

30 submitted under AS 43.82.120 unless the application is received by the Department of

31 Revenue no l i  r than June 30, 2004.

0-GH2006.A
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Sec. 43.82.180. W ithdrawal or applications. Subject to the terms of a 

reimbursement •'greement under AS 43.82.240 or other agreement with the Department 

of Revenue, the Department of Natural Resources, :he commissioner o f revenue, or the 

commissioner of natural resources affecting the withdrawal of an application, a 

qualified sponsor or qualified sponsor group may withdraw an application submitted 

under AS 43.82.120 at any time before the date that the commissioner of revenue 

enters into a contract under AS 43.82.430 without further obligation under this chapter.

Article 3. Contract Development
Sec. 43.82.200. Contract development. I f  the commissioner of revenue 

approves an application and proposed project plan under AS 43.82.140, the 

commissioner may develop a contract under AS 43.82.020 that may include

(1) terms concerning periodic payment in lieu of one or more taxes as 

provided in AS 43.82.210;

(2) terms developed under AS 43.82.220 relating to

(A) timing and notice of the state’s right to take royalty in kind

or in value; or

(B) royalty value;

(3) terms regarding Alaska Hire and Alaska contracting under

AS 43.82.230;

(4) terms regarding periodic payment to, or an equity or other interest 

in a project for, municipalities under AS 43.82.500;

(5) terms regarding arbitration or alternative dispute resolution

procedures;

(6) terms and conditions for administrative termination of a contract 

under AS 43.82.440; and

(7) other terms or conditions that are

(A) necessary to further the purposes of this chapter; or

(B) in the best interests of the state.

Sec. 43.82.210. Contract terms relating to payment in lieu o f one or more 
taxes, (a) I f  the commissioner of revenue approves an application and proposed 

project plan under AS 43.82.140, the commissioner may develop proposed terms, for
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inclusion in a contract under AS 43.82.020, for periodic payment in lieu of one or 

more o f the following taxes that otherwise would be imposed by the state or a 

municipality upon the qualified sponsor or a member of the qualified sponsor group 

as a consequence of participating in an approved qualified project:

(1) oil and gas production taxes and oil surcharges under AS 43.55;

(2) oil and gas exploration, production, and pipeline transportation 

property taxes under AS 43.56;

(3) oil and gas conservation tax undei AS 43.57;

(4) Alaska net income tax under AS 43.20;

(5) municipal sales and use tax under AS 29.45.650 - 29.45.680 or

29.45.700 - 29.45.710;

(6) municipal property tax under AS 29.45.010 - 29.45.250 or

29.45.550 - 29.45.600;

(7) municipal special assessments under AS 29.46;

(8) a comparable tax or levy imposed by the state or a municipality

after the effective date o f this bill section;

(9) other state or municipal taxes or categories of taxes identified by 

the commissioner.

(b) I f  the commissioner chooses to develop proposed terms und (a) of this 

section, the commissioner shall, i f  practicable and consistent with the long-term fiscal 

interests of the state, develop the terms in a manner that attempts to balance the 

following principles:

(1) the terms should, in conjunction vith other factors such as cost 

reduction of the project, cost overrun risk reduction of the project, and increased fiscal 

certainty and successful marketing, improve the competitiveness of the approved 

qualified project in relation to other development efforts aimed at supplying the same 

market;

(2) the terms should accommodate the interests of the state, the affected 

municipalities, and the project sponsors under a wide range of economic conditions, 

potential project structures, and marketing arrangements;

(3) the state’s and affected municipalities’ combined share of the
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approved qualified project’s economic rent under the contract sl.o jld be relatively 

progressive; that is, the state’s and affected municipalities’ comb: *ed annual share of 

the approved qualified project's economic rent generally should not increase when 

there are decreases in project profitability, or decrease when there are increases in 

project profitability;

(4) the state's and affected municipalities’ combined share of the 

approved qualified project’s economic rent under the contraci should be relatively 

lower in the earlier years than in the later years of the approved qualified project;

(5) the terms should allow the project sponsors to retain a share of the 

approved qualified project’s economic rent that is sufficient to compensate the sponsors 

for risks under a range of economic circumstances;

(6) the terms should provide the state and affected municipalities with 

a significant share of the approved qualified project’s economic rent, when discounted 

to present value, under favorable price and cost conditions;

(7) the method for calculating the periodic payment in lieu of certain 

taxes under the contract should be clear and unambiguous; and

(8) while cost calculations for the approved qualified project under the 

contract should be based or. amounts that closely approximate actual costs, agreed- 

upon formulas reflecting reasonable economic assumptions should be used if  possible 

to promote administrative certainty and efficiency.

(c) Except as provided in (b) of this section, the commissioner’s discretion 

under this section in developing proposed terms for a contract under AS 43.82.020 is 

not limited to consideration of the approved qualified project’s economic rent.

Sec. 43.82.220. Contract terms relating to royalty, (a) Notwithstanding any 

coinrary prov sions of AS 38, the commissioner of natural resources, with the 

concurrence of the commissioner of revenue and the affected parties holding a state 

lease or unit agreement, may develop proposed terms, for inclusion in a contract under 

AS 43.82.020, that modify the timing and notice provisions of the applicable oil and 

gas leases and unit agreements pertaining to the state’s rights to receive its royalty in 

kind or in value, if

(1) the viability of the approved qualified project depends upon long-
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term gas purchase and sale agreements;

(2) certainty over time regarding the quantity of royalty gas that the 

state may be taking in kind is needed to secure the long-term purchase and sale 

agreements;

(3) the specified period of the state’s commitment to take its royalty 

share in value or in kind does not exceed the term of the purchase and sale 

agreements; and

(4) the modification does not impair the ability of the approved 

qualified project to meet the reasonably foreseeable demand in this state for gas within 

proximity of the project during the term of the contract entered into under 

AS 43.82.020.

(b) Notwithstanding any contrary provisions of AS 38, the commissioner of 

natural resources, with the concurrence of the commissioner of revenue and the 

affected parties holding a state lease or unit agreement, may develop proposed terms, 

for inclusion in a contract under AS 43.82.020, that establish a valuation method for 

the state’s royalty share o f the gas production from an approved qualified project.

(c) The commissioner o f revenue shall include any proposed terms relating to 

royalty developed in accordance with this section in the proposed contract under 

AS 43.82.400.

Sec. 43.82.230. Contract terms relating to Alaska hire and Alaska 
contracting. (a) The commissioner shall include in every contract under 

AS 43.82.020 a term requiring the qualified sponsor or qualified sponsor group, and 

its contractors, to comply with all valid federal state, and municipal laws in hiring 

Alaska residents and contracting with Alaska businesses to work in the state on the 

approved qualified project, and to not discriminate against Alaska residents or Ala^l'a 

businesses. Within the constraints of law, the commissioner shall also include in a 

contract under AS 43.82.020 a term that requires the qualified sponsor or qualified 

sponsor group, and its contractors, to employ Alaska residents and Alaska businesses 

to work in the state on the approved qualified project to the extent they are available, 

competitively priced, and qualified.

(b) The commissioner shall include a term in every contract under
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AS 43.82.020 requiring the qualified sponsor or qualified sponsor group, and its 

contractors, to

(1) advertise for available positions in newspapers m the location where 

the work is to be performed and in other publications distributed throughout the state,

including in rural areas; and

(2) use Alaska job service organizations located throughout the state 

and not just in the location where the work is to be performed, in order to notify

Alaskans of work opportunities on the approved qualified project.

(c) This section does not create or abridge individual rights and does not create 

a private right of action for any person.

(d) For purposes of this section,

(1) "Alaska business" means a firm or contractor that

(A) has held an Alaska business license for the preceding 12

months;

(B) maintains, and has maintained for the preceding 12 months, 

a place of business withm the state that competently and professionally deals 

in the supplies, services, or construction of the nature required for the approved 

qualified project; and

(C) is

(i) a sole proprietorship and the proprietor is an Alaska

resident;

(ii) a partnership and more than 50 percent of the 

partnership interest is held by Alaska residents;

(iii) a limited liability company and more than 50 

percent of the membership interest is held by Alaska residents;

(iv) a corporation that has been incorporated in the state

or is authorized to do business in the state; or

(v) a joim  venture and a majority of the joint venturers 

quality as Alaska businesses under this paragraph;

(2) "Alaska job service organizations" means those offices maintained 

by the state and recommended by the Department of Labor whose functions are to aid
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1 the unemployed or underemployed in finding employment;

2 (3) "Alaska resident" means a natural person who

3 (A) receives a permanent fund dividend under AS 43.23, or

4 (B) has any two of the following:

5 (i) current Alaska voter registration card;

6 (ii) current Alaska resident fishing, hunting, or trapping

7 license under AS 16;

8 (iii) current Alaska driver’s license; or

9 (iv) current Alaska motor vehicle registration;

10 (4) "available," as applied to an Alaska resident or Alaska business,

11 means tnat the resident or business is available for employment at the time required

12 and is located anywhere in the state, not just in the area of the state where the work

13 is to be performed;

14 (5) "qualified," as applied to an Alaska resident or Alaska business,

15 means that the resident or business possesses die requisite education, training, skills,

16 certification, or experie ice to perform the work necessary for a particular position or

17 to perform a particular service.

18 Sec. 43.82.240. Use of an independent ontractor. (a) The commissioner

19 may use an independent contractor to assist in the evaluation of an application or in

20 the development of contract terms undei S 43.82.200. The commissioner may

21 condition the development of a contract under AS 43.82.020 upon an agreement by the

22 applicant to reimburse the state for the expenses of an independent contractor under

23 this section.

24 (b) An independent contractor selected under this section must sign an

25 agreement regarding confidentiality and disclosures, consistent with the determinations

26 made under AS 43.82.310, before the contractor may review information that is

27 determined confidential under that section.

28 (c) Selection of an independent contractor under this section is not subject to

29 AS 36.30.

30 Sec. 43.82.250. Term of contract; effective date, (a) A contract under

31 AS 43.82.020 may be entered into for a term no longer than is necessary to develop
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1 the stranded gas that is subject to the contract; however, the term of the contract may

2 not exceed 35 years from the commencement of commercial operations of the

3 approved qualified project.

4 (b) The effective date of a contract under AS 43.82.020 is the date the

5 commissioner executes the contract unless another date is set out in the contract. The

6 commissioner may condition the effective date of a contract under AS 43.82.020 upon

7 the enactment of a federal law that improves the economic feasibility or

8 competitiveness of stranded gas projects in this state.

9 Sec. 43.82.260. Change o f parties to an application or a contract;
10 assignment o f interests, (a) A qualified sponsor or member of a qualified sponsor

11 group may assign an interest in an application under AS 43.82.120 or a contract under

12 AS 43.82.020, or add or withdraw a party to such an application or contract only if  the

13 commissioner has

14 (1) made a finding that the assignment, addition, or withdrawal is

15 consistent with the requirements of AS 43.82.110; and

16 (2) given prior written approval for the assignment, addition, or

17 withdrawal.

18 (b) Upon being added to an application or contract under this section, a party

19 becomes a qualified sponsor or a member of a qualified sponsor group, as appropriate,

20 for the relevant project.

21 (c) The commissioner may not unreasonably withhold approval under (a) of

22 this section, but may condition the approval in any way reasonably necessary to protect

23 the fiscal interests of the state and further the purposes o f this chapter.

24 (d) For purposes of this section, an assignment includes a transfer of stock or

25 a partnership interest in a manner ihat changes control of a qualified sponsor or

26 member o f a qualified sponsor group.

27 Sec. 43.82.270. Project plans and work commitments. A contract under

28 AS 43.82.020 must include the qualified project plan approved under AS 43.82.140

29 and provisions for updating the plan at reasonable intervals until the commencement

30 o f commercial operations of the approved qualified project. The commissioner of

31 revenue, in consultation with the commissioner of natural resources, may, as a
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1 condition of a contract under AS 43.82.020, include work commitments or other

2 obligations in the contract to be accomplished before the commencement of

3 commercial operations of the approved qualified project.

4 Article 4. Requests for Information; Confidentiality; Disclosure o f Information.
5 Sec. 43.82.300. Requests for information. The commissioner of revenue or

6 the commissioner of natural resources may request from an applicant information that

7 the respective commissioner determines is necessary to perform the respective

8 commissioner's responsibilities under AS 43.82.140. I f  the application is approved

9 under AS 43.82.140, the respective commissioner sbaii require the successful applicant

10 to provide financial, technical, and market information regarding the qualified project

11 that the respective commissioner determines is necessary for the purpose of developing

12 contract terms for the qualified project under AS 43.82.200. If  requested information

13 is not provided, the commissioner of revenue may not continue to review the

14 application under AS 43.82.140 or develop the contract under AS 43.82.200 -

15 43.82.270, as applicable,

16 Sec. 43.82.310. Disclosure of Information; confidentiality, (a) An applicant

17 may request confidential treatment of information that the applicant provides under

18 AS 43.82.300 by clearly identifying the information and the reasons supporting the

19 request for confidential treatment. The commissioner receiving the request shall keep

20 the information confidential until the commissioner determines whether the

21 requirements of (b) of this section are met. I f  the commissioner has not made a

22 determination under (b) of this section within 14 days afier receiving a request, the

23 request is considered denied. I f  the commissioner determines that the information does

24 not meet the requirements of (b) of this section, or fails to make a determination

25 within 14 days, the commissioner shall return the information and any copies of it at

26 the request of the applicant that provided the information. I f  a commissioner returns

27 information under this subsection, the commissioner shall cease review of the

28 application or cease contract development under AS 43.82.200 - 43.82.270, as

29 applicable, unless the commissioner determines that the returned information is

30 unnecessary to make a determination on the application or to develop contract terms

31 under AS 43.82.200 - 43.82.270.
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(b) I f  requested by the applicant, information provided to the commissioner of 

revenue or the commissioner of natural resources under AS 43.82.300 shall be kept 

confidential if  the commissioner receiving the information determines, upon an 

adequate showing by the applicant, that the information

(1) is a trade secret or other proprietary research, development, or 

commercial information that the applicant treats as confidential;

(2) affects the applicant’s competitive position; and

(3) has commercial value that may be significantly diminished by 

public disclosure.

(c) Information determined to be confidential under (b) of this section is 

confidential under that subsection only so long as is necessary to protect the 

competitive position of the applicant and to prevent the significant diminution of the 

commercial value of the information. A commissioner may not release information 

that the commissioner has previously determined to be confidential under (b) of this 

section without providing the applicant notice and an opportunity to be heard.

(d) Notwithstanding the release of information limitation of (c) of this section, 

the Department of Revenue and the Department of Natural Resources may provide to 

one another, to the Department of Law, and to the Office of the Governor any 

information provided under AS 43.82.300 relevant to the implementation of this 

chapter or to the enforcement o f state or federal laws. Information that is exchanged 

under this subsection that was determined to be confidential under (b) of this section 

remains confidential except as provided in (c) of this section. The portions of the 

records and files of the Department of Revenue, Department of Natural Resources, 

Department of Law, and the Office of the Governor that reflect, incorporate, or analyze 

information that was determined to be confidential under (b) of this section are not 

public records except as provided in (c) of this section.

(e) Notwithstanding the release o f information limitation of (c) of this section, 

information that was determined to be confidential under (b) o f this section may be 

disclosed by the commissioner of revenue, the commissioner of natural resources, or 

the attorney general to a legislator; to the legislative auditor in the division of 

legislative audit; and, as directed by the chair or vice-chair of the Legislative Budget
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1 and Audit Committee, to the director o f the division of legislative finance, to the

2 permanent employees of those divisions who are responsible for evaluating a contract

3 made under AS 43.82.020, and to agents or contractors of the legislative auditor or the

4 director of legislative finance who are engaged to evaluate such a contract.

5 Information that was determined to be confidential under (b) of this section also may

6 be disclosed by the commissioner of revenue or the commissioner of natural resources

7 to an independent contractor under AS 43.82.240. Before confidential information is

8 disclosed under this subsection, the person receiving the information must sign an

9 appropriate confidentiality agreement.

10 (0  If  the commissioner o f revenue chooses to develop a contract under

11 AS 43.82.020, the portions of the records and files of the Department of Revenue, the

12 Department of Natural Resources, and the Department of Law that reflect, incorporate,

13 or analyze information that is relevant to the development o f a commissioner’s position

14 or strategy with respect to any particular provision that may be incorporated into the

15 contract are not public records until the commissioner of revenue gives public notice

16 under AS 43.82.410 of the commissioner’s preliminary findings and determination

17 under AS 43.82.400. Nothing in this subsection (1) makes a record or file of the

18 Department of Revenue, the Department of Natural Resources, or the Department of

19 Law a public record that otherwise would not be a public record under AS 09.25.100 -

20 09.25.220; (2) affects the confidentiality provisions of (a) - (e) o f this section; or (3)

21 abridges a privilege recognized under the laws of this state, whether at common law

22 or by statute.

23 Article 5. Contract Review, Approval, and Termination.
24 Sec. 43.82.400. Preliminary findings and determination regarding the
25 contract, (a) I f  the commissioner develops a proposed contract under AS 43.82.200 -

26 43.82.270, the commissioner

27 (1) must make preliminary findings anti a determination that the

28 proposed contract terms are in the long-term fiscal interests of the state and further the

29 purposes of this chapter; and

30 (2) shall prepare a proposed contract that includes those terms and shall

31 announce that, under AS 43.82.020, the commissioner intends to enter into the
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1 proposed contract.

2 (b) To make the preliminary findings and determination required by (a)(1) of

3 this section, the commissioner shall compare the projected public revenue anticipated

4 from the approved qualified project with the estimated operating and capital costs of

5 the additional state and municipal services anticipated to arise from the construction

6 and operation of the approved qualified project. The commissioner shall address the

7 reasonably foreseeable effects of the propose^ contract on the public revenue.

8 (c) In conjunction with the making of preliminary findings and determination

9 required by (a)(1) of this section, the commissioner shall describe the principal factors,

10 including the projected price of gas, projected production rate or volume of gas, and

11 projected recovery, development, construction, and operating costs, upon which the

12 determination made under (a)(1) of this section is based. If  the commissioner has

13 previously entered into a contract under AS 43.82.020 relating to another approved

14 qualified project that is similar to or would compete with the approved qualified

15 project that is the subject of the commissioner’s preliminary findings and

16 determination, the commissioner shall describe any material differences between the

17 terms of the existing contract and the proposed contract.

18 Sec. 43.82.410. Notice and comment regarding the contract. The

19 commissioner shall

20 ( I )  give reasonable public notice of the preliminary findings and

21 determination made under AS 43.82.400;

22 (2) make copies of the proposed contract, the commissioner's

23 preliminary findings and determination, and, to the extent the information is not

24 required to be kept confidential under A ^ 43.82.310, the supporting jinancial.

25 technical, and market data, including the work papers, analyses, and recommendations

26 of any independent contractors used under AS 43.82.240, available to the public and

27 to

28 (A) the presiding officer o f each house of the legislature;

29 (B) the chairs of the legislature's standing committees on

30 finance and resources; and

31 (C) the chairs of the legislature's special committees on oil and
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(3) establish a neriod of at least 30 days for the public to comment on 

the proposed contract and the preliminary findings and determination made under 

AS 43.82.400; and

(4) offer to appear before the Legislative Budget and Audit Committee

6 to provide the committee a review of the commissioner’s preliminary findings and

7 determination, the proposed contract, and the supporting financial, technical, and

8 market data; if  the Legislative Budget and Audit Committee accepts the commissioner's

9 offer, the committee shall give notice of the committee's meeting to the public ^.id all

10 members of the legislature; if  the financial, technical, and market data that is to be

11 provided must be kept confidential under AS 43.82.310, the commissioner may not

12 release the confidential information during a public portion of a committee meeting.

13 See. 43.82.420. Coordination o f public and legislative review. To the extent

»4 practicable, the commissioner shall coordinate the public comment opportunity

15 provided under AS 43.82.410(3) with any proposed review by the Legislative Budget

16 and Audit Committee of the contract and the preliminary findings and determination

17 under AS 43.82.410(4).

18 Sec. 43.82.430. Final findings, determination, and proposed amendments;
19 execution o f the contract, (a) Within 30 days after the close of the public comment

20 period under AS 43.82.410(3), the commission ,r shall

21 ( ! )  prepare a summary of the public comments received in response to

22 the proposed contract and the preliminary findings and determination;

23 (2) after consultation with the commissioner of natural resources if

24 appropriate, prepare a list of proposed amendments, if  any, to the proposed contract

25 that the commissioner determines are necessary to respond to public comments;

26 (3) make final findings and a determination as to whether the proposed

27 contract and any proposed amendments prepared under (2) of this subsection meet the

28 requirements and purposes of this chapter.

29 (b) After considering the material described in (a) o f this section and securing

30 the agreement of the other parties to the proposed contract regarding any proposed

31 amendments prepared under (a) of this section, the commissioner may execute the
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contract if  the commissioner determines lhat the contract is in the long-term fiscal 

interests of the state.

(c) The commissioner’s final findings and determination under (a) of this 

section, and decision regarding whether to execute the contract under (b) of this 

section, are final agency decisions under this chapter.

Sec. 43.82.440. Administrative termination o f a contract, (a) The 

commissioner may terminate a party’s rights under a contrai nder AS 43.82.020 if 

the procedures and conditions set out in this section are met and the party has

(1) ceased to meet the requirements of AS 43.82.110 as a qualified 

sponsor or as a qualified sponsor group;

(2) intentionally or fraudu'ently misrepresented, in whole or in part, 

material facts or circumstances upon which the contract was made;

(3) failed to comply with a condition or material term of the contract 

or a provision of this chapter; or

(4) failed to comply with the approved qualified project plan or any 

updated project plan.

(b) Before administrative termination of a contract under this section, the 

commissioner shall give notice to the parties of the commissioner's intent to terminate 

and an opportunity to be heard. Additionally, the commissioner may provide the 

parties an opportunity to cure any deficiency that is the basis for the termination if  the 

commissioner determines that curing the deficiency is appropriate under the 

circumstances.

(c) Notwithstanding (a) and (b) of this section, the commissioner may not 

administratively terminate a contract after the party has committed full project funding 

except as provided in (e) of this section.

(d) A party to the contract who is affected by the commissioner's action to 

terminate under (a) of this section may file an appeal with the superior court under the 

Alaska Rules of Appellate Procedure.

(e) The commissioner may provide terms and conditions in a contract entered 

into under AS 43.82.020 upon which a party’s rights under the contract may be 

administratively terminated after the party commits full project funding.
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Article 6. Payment to Municipalities; Equity or 
Other Participation by Municipalities.

Sec. 43.82.500. Payment to municipalities; equity or other participation by 
municipalities, (a) If  the commissioner executes a contract under AS 43.82.020 that 

includes terms that exempt a party to the contract, and the property, gas, products, and 

activities associated with the approved qualified project that is subject to the contract, 

from a municipal tax in accordance with AS 29.45.810, AS 29.46.010(b), 

AS 43.82.200, and 43.82.210, the commissioner shall require, as a condition of the 

contract, that the party instead make periodic payment to the affected municipality in 

a fair and reasonable amount as determined by the commissioner under (b) of mis 

section.

(b) After consultation with the affected municipality, the commissioner shall 

determine the amount of payment due under (a) of this section. In making the 

determination requited by this subsection, the commissioner shall

(1) estimate the total operating and capital costs of additional services 

and construction that would be provided and paid for by that municipality during the 

term of the contract under AS 43.82.020 as a result of the construction nd operation 

in the municipality of the approved qualified project that is subject to the contract; and

(2) amortize the total costs estimated under (1) of this section over the 

term of the contract or a portion of the term o f the contract.

(c) In lieu of payments under (a) of this section, the commisc oner with the 

concurrence of the municipality, may include a term in a contract under AS 43.82.020 

that provides the municipality with an equity or other interest in the approved qualified 

project lhat is subject to the contract.

Article 7. Miscellaneous Provisions.
Sec. 43.82.600. Governing law. If  a provision of this chapter conflicts with 

another provision of state or municipal law, the provision of this chapter governs.

Sec. 43.82.610. Regulations. The commissioner of revenue, the commissioner 

of natural resources, and the commissioner of labor may adopt regulations to carry out 

their respective duties under this chapter.

Sec. 43.82.620. Procedures for collection o f amounts due; security, (a)
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The commissioner may adopt procedures for the collection of amounts due the state 

under a contract entered into under AS 43.82.020, including the collection of interest 

and penalties.

(b) The commissioner may require a party to a contract under AS 43.82.020 

to provide security sufficient to guarantee amounts due under the contract.

Sec. 43.82.630. Reports and audits. The commissioner may require periodic 

reports from, and may at reasonable intervals conduct audits and inspect the books of, 

a party that has entered into a contract under AS 43.82.020 to ensure compliance with 

the provisions of this chapter and the regulations adopted under it and of the terms of 

the contract.

Sec. 43.82.640. Annual report o f the commissioner of labor. On an annual 

basis, the commissioner of labor shall prepare and present to the legislature a 

comprehensive report on each party to a contract with the state under AS 43.82.020, 

and its contractors, regarding the state residency of the employees working in this state 

on the approved qualified project that is subject to the contract. The commissioner of 

labor shall use state databases, including data from the quarterly reports by a party to 

the contract under AS 43.82.020 and its contractors for unemployment insurance 

purposes, to determine state residency of employees regarding compliance with 

AS 43.82.230.

Article 8. General Provisions.
Sec. 43.82.900. Definitions. In this chapter, unless the context requires 

otherwise,

(1) "commencement of commercial operations" means the start of 

regular deliveries o f marketable products from an approved qualified project;

(2) "cubic foot of gas" means the quantity of gas contained in a volume 

of one cubic foot at a standard temperature of 60' Fahrenheit and a standard absolute 

pressure of 14.65 pounds per square inch;

(3) "economic rent" means the estimated total gross revenue less 

estimated total costs for a qualified project over the term of a contract under 

AS 43.82.020, measured in undiscounted nominal dollars; for purposes of this 

paragraph, "total costs" do not include a rate of return on capital, financing costs, or

0-GH2006.A

-24-
New T e x t  U n d e r l i n e d  [DELETED TEXT BRACKETED]

HB0393a



1 any payments to governments;

2 (4) "full project funding" means the date that a party to a contract

3 under AS 43.82.020 gives full approval for the expenditure of the capital necessary for

4 construction and operation o f the approved qualified project that is subject to the

5 contract;

6 (5) "gas" has the meaning given that term in AS 43.55.900;

7 (6) "group" means two or more persons;

8 (7) "lease or property" has the meaning given that term in

9 AS 43.55.900;

10 (8) "municipality" has the meaning given that term in AS 29.71.800;

11 (9) "periodic payment" means payment made in lieu o f one or more

12 other taxes under a contract under AS 43.82.020;

13 (10) "stranded gas" means gas that is uneconomic or uncompetitive to

14 develop as determined by the commissioner for a particular project.

15 Sec. 43.82.990. Short title. This chapter may be cited as the Alaska Stranded

16 Gas Development Act.

17 * Sec. 4. AS 29.10.200 is amended by adding new paragraphs to read:

18 (54) AS 29.45.810 (exemption from municipal taxation);

19 (55) AS 29.46.010(b) (exemption from municipal assessment).

20 * Sec. 5. AS 29.45 is amended by adding a new section to read:

21 Sec. 29.45.810. Exemption from municipal taxation, (a) A party to a

22 contract with the Department o f Revenue under AS 43.82.020, and the property, gas,

23 products, and activities associated with the approved qualified project that is subject

24 to the contract, are exempt, as specified in the contract, from all taxes identified in the

25 contract that would be levied and collected by a municipality under state law as a

26 consequence of the participation by the party in the approved qualified project.

27 (b) This section applies to home rule and general law municipalities.

28 * Sec. 6. AS 29.46.010 is amended by adding a new subsection to read:

29 (b) Notwithstanding (a) of this section, a party to a contract with the

30 Department of Revenue under AS 43.82.020 is exempt, as specified in the contract,

31 from assessment under this chapter against real property associated with the approved
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qualified project that is subject to the contract.

* Sec. 7. AS 36.30.850(b) is amended by adding a new paragraph to read:

(38) contracts between the commissioner of revenue and an independent 

contractor under AS 43.82.240.

* Sec. 8. AS 43.20.072 is amendeu by adding a new subsection to read:

(h) A taxpayer that has signed a contract under AS 43.82.020 with the 

commissioner providing for payments in lieu of the tax under tins chapter, and that has 

nexus with the state solely as the result of its participation in the approved qualified 

project that is subject to the contract or, but for such participation, would not be 

engaged in the production of oil or gas from a lease or property in this state or 

engaged in the transportation of oil or gas by pipeline in this state, is not required to 

file a return under this section unless required to do so by the contract.

* Sec. 9. AS 43.20.073 is amended by adding a new subsection to read:

(h) A coiporation that has signed a contract with the commissioner under 

AS 43.82.020 providing for payments in lieu of the tax under this chapter, and that has 

nexus with the state solely as the result of its participation in the approved qualified 

project that is subject to the contract is not required to file a return under this section 

unless required to do so by the contract.

* Sec. 10. SEVERABILITY. Under AS 01.10.030, if  any provision of this Act, or the 

application of a provision of this Act to any person or circumstance, is held invalid, the 

remainder of this Act and the application to other persons or circumstances is not affected.

* Sec. 11. This Act takes effect immediately under AS 01.10.070(c).
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FIRST AMENDED VERSION (03/26/1998)
OF THE SGDA -  A NEW SECTION 
(43.82.435) MANDATES LEGISLATIVE 0-GH2006 L

AUTHORIZATION BEFORE THE 
GOVERNOR MAY SIGN A CONTRACT

CS FOR HOUSE BILL NO. 393(OAG)

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTIETH LEGISLATURE - SECOND SESSION

BY THE HOUSE SPECIAL COM M ITTEE ON OIL AND GAS

Offered: 3/26/98
Referred: Resource*, Finance

Sponsor(s): HOUSE RULES COM M ITTEE BY REQUEST OF THE GOVERNOR

A BILL 

FOR AN ACT ENTITLED

1 "An Act relating to contracts with the state establishing payments in lieu of

2 other taxes by a qualified sponsor or qualified sponsor group for projects to

3 develop stranded gas resources in the state; providing for the inclusion in the

4 contracts o f terms making certain adjustments regarding royalty value and the

5 timing and notice of the state’s r t to take royalty in kind or in value from

6 projects to develop stranded gas resources in the state; relating to the effect of

7 the contracts on municipal taxation; and providing for an effective date."

8 BE IT ENACTED BY THE LEGISLATURE OF THF STATE OF ALASKA:

9 * Section 1. FINDINGS. The legislature finds that

10 (1) a vast quantity of gas in Alaska is stranded from commercial development

11 because of the cost associated with providing access to markets for that gas; on the North

12 Slope alone, between the Colville and Canning Rivers, approximately 35 trillion cubic feet of

13 discovered gas resources are stranded in this way;
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(2) because of the high cost of providing access to markets for North Slope 

gas, exploration efforts there have historically focused on oil; if  the infrastructure needed to 

provide market access for North Slope gas were economically available, it is possible that new 

gas exploration efforts would be initiated that could lead to the discovery and development 

of significantly greater gas resources than have been discovered so far;

(3) maintaining production operations, whether for oil, gas, or both, enhances 

the opportunities for oil and gas cxplorafion and development on the North Slope;

(4) large areas of the state, encompassing a number of geologic provinces and 

basins, do not have oil and gas production and still remain largely unexplored for oil and gas; 

exploration for gas in some of these areas might be facilitated if  infrastructure were

economically available to provide access for the gas to markets;

(5) it is unlikely lhat markets w ill develop within the state that would nee 1 

more than a relatively small proportion of the volume of stranded gas already discovered *'i 

the North Slope; therefore, the primary need for gas infrastructure for at least the next deca l*t 

w ill be to provide access to markets outside the state;

(6) currently the principal mode anticipated for stranded North Slope gas to

access markets outside the state is a gas pipeline to an ice-free Alaska port where the gas 

would be turned into liquefied natural gas and exported using specially designed marine 

tankers;

(7) the size of the capital expenditure needed to get North Slope gas to market 

by way of a liquefied natural gas project requires long-term contracts for gas on the order of 

14,000,000 metric tons a year of liquefied natural gas; to be successful, a North Slope 

liquefied natural gas project needs to reach this full annual volume in not more than six years 

from the commencement of commercial operations;

(8) for a North Slope liquefied natural gas project to become economically 

viable and competitive, the estimated costs o f constructing such a project must be reduced 

significantly; reducing the financial risk associated with the project would also improve the 

project's chances of becoming economically viable and competitive;

(9) the state has contracted an extensive financial analysis of the 

commercialization of North Slope gas; this analysis, performed by a recognized expert in 

petroleum economics, Dr. Pedro Van Meurs, indicates that changes in the local, state, and
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1 federal tax structure may be necessary to make commercialization o f North Slope gas

2 resources economically viable;

3 (10) although the state can do little nov. to reduce expected construction costs,

4 the state can reduce some of the financial risk associated with a North Slope liquefied natural

5 gas project or other stranded gas development projects by specifying with as much certainty

6 as possible the state taxes and royalties that would apply to such a project throughout its life;

7 (11) the state could improve the economics and competitiveness of a stranded

8 gas development project by adjusting the timing of the state’s receipt of its share of the

9 economic rent of the project; the present fiscal regime is front-end loaded, which means lhat

10 the state and local governments take a significant part of their shares of the economic rent of

I * a project early in the life of the project, even before the project starts to generate an income

12 stream; the state and local governments could improve the economics o f a stranded gas

13 development project by taking more of their shares o f the economic rent of a project later in

14 the life of the project;

15 (12) the state’s present fiscal regime, as it would apply to a stranded gas

16 development project, is also regressive to the extent that it is insensitive to changes in the

17 profitability of the project, so that, in times of low profitability, the state and local

18 governments would take an excessive amount of the economic rent of the project, and, in

19 times of high profitability, they would take an inadequate amount o f the economic rent of a

20 project; the state and local governments could improve the economics of a stranded gas

21 development project by making the overall fiscal system less regressive and more responsive

22 to the relative profitability of a project;

23 (13) establishing a fiscal regime applicable to a specific stranded gas

7 4 development project under a long-term contract with the state, where payments would be made

25 in lieu of other taxes, would

26 (A) enable the state to create a fiscal regime that is less front-end

27 loaded and less regressive for a project without rewriting the tax laws for gas already

28 being developed and produced;

29 (B) enable the state to customize the timing and burden of its fiscal

30 regime to fit the economic circumstances of a particular stranded gas development

31 project;
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1 (C) reduce the financial risk o f the project by reducing uncertainty

2 about the fiscal terms applicable to the project;

3 (14) authorizing the state, through the executive branch, to develop a contract

4 establishing the fiscal regime that would apply to a qualified stranded gas development project

5 if  it were built w ill result in contracts that arc an exercise of the legislature’s taxing power

6 that is consistent with art. IX , sec. 1, Constitution o f the State of Alaska;

7 (15) authorizing the state, through the executive branch, to develop a contract

8 establishing a fiscal regime that reduces the risks and improves the economics of a stranded

9 gas development project w ill result in contracts that are an exercise o f the legislature's power

10 under art. IX , sec. 4, Constitution of the State o f Alaska, to create tax exemptions by general

11 law and is consistent with the legislature’s responsibility under art. V III, sec. 2, of the

12 Constitution of the State of Alaska, to provide for the utilization, development, and

13 conservation of all natural resources belonging to the state for the maximum benefit of its

14 people;

0-GH2006\L

15 (16) stranded gas development projects are a matter of statewide interest

16 because they are an important potential source of revenue to the state, job opportunities for

17 the people o f the state, and gas for use by communities throughout the state;

18 (17) to the extent permissible under the Constitution o f the United States and

19 the Constitution of the State of Alaska, the legislature intends that state residents and

20 businesses share in and not be excluded r'om the opportunities stemming from the

21 development of the state’s gas resources; and

22 (18) good faith efforts by qualified sponsors, qualified sponsor groups, and

23 contractors of qualified sponsors and qualified sponsor groups that enter into a contract with

24 the state developed under this Act to undertake voluntary actions to provide employment

25 opportunities for Alaska residents and opportunities for Alaska businesses are in the long-term

26 interests of the state.

27 * Sec. 2. INTENT, (a) The legislature intends that contracts developed under this Act

28 provide stable fiscal terms that encourage the development of stranded gas projects that

29 otherwise might not be developed under the prevailing tax and royalty regime. The legislature

30 further intends that any fiscal term agreed to in a contract developed under this Act in lieu o f

31 other taxes w ill riiliy and fairly compensate the people of the state for the severance.
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1 production, and sale of natural resources belonging to the people of the state, for the negative

2 effects and the risks that a project may impose on the state, and for the value of the

3 infrastructure that may be provided by the state to a project, including all the advantages of

4 civilized society that may be provided by the state to the sponsors of a project.

5 (b) The legislature intends that, in order to provide the stable fiscal terms that w ill

6 encourage development o f stranded gas projects, any contract developed under this Act w ill

7 express whether the state intends to be bound to the full extent allowed by the Constitution

8 of the State of Alaska; however, the legislature further intends that the terms of a contract

9 developed under this Act w ill not be binding on or enforceable against the state or the other

10 parties to the contract unless the governor is authorized to execute the contract by the

11 legislature.

12 (c) The legislature intends that a qualified sponsor or qualified sponsor group or a

13 contractor of a qualified sponsor or qualified sponsor group that enters into a contract

14 developed under this Act relating to a stranded gas project w ill, with respect to the project,

15 voluntarily

16 (1) undertaKe reasonable measures to hire Alaska residents to perform work

17 that they are qualified to perform on a competitive basis;

18 (2) assist Alaska residents who arc capable of being qualified and who make

19 a good faith effort to obtain the requisite training required for employment; and

20 (3) use reasonable efforts to contract with qualified Alaska businesses when

21 their performance is competitive with regard to price, quality, and availability.

22 * Sec. 3. AS 43 is amended by adding a new chapter to read:

23 Chapter 82. Development o f Alaska Stranded Gas.
24 Article 1. Contracts for Payments in Lieu o f Cther Taxes.
25 Sec. 43.82.010. Purpose. The purpose of this chapter is to

26 (1) encourage new investment to develop the state’s stranded gas

27 resources by authorizing establishment of fiscal terms related to that new investment

28 without significantly altering tax and royalty methodologies and rates on existing oil

29 and gas infrastructure and production;

30 (2) allow the fiscal terms applicable to a qualified sponsor or the

31 members of a qualified sponsor group, with respect to a qualified project, to be tailored
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1 to the particular economic conditions of the project and to establish those fiscal terms

2 in advance with as much certainty as the Constitution o f the State of Alaska allows;

3 and

4 (3) maximize the benefit to the people of the state of the development

5 of the state’s stranded gas resources.

6 Sec. 43.82.020. Contracts for payments in lieu o f other taxes and for
7 royalty adjustments. The commissioner may, under this chapter, negotiate terms for

8 inclusion in a proposed contract with a qualified sponsor or qualified sponsor group

9 providing for

10 (1) periodic payment in lieu of one or more taxes that otherwise would

11 be imposed by the state or a municipality on the qualified sponsor or members of the

12 qualified sponsor group as a consequence of the sponsor’s or group’s participation in

13 an approved qualified project under this chapter; and

14 (2) certain adjustments regarding royalty under AS 43.82.220.

15 Article 2. Qualification and Application Procedures.
16 Sec. 43.82.100. Qualified project. Based on information available to the

17 commissioner, the commissioner may determine that a proposal for new investment is

18 a qualified project under this chapter only if  the project

19 (1) would produce at least 5 0 0 ,0 0 0 ,0 0 0 ,cubic feet of stranded gas

20 within 20 years from the commencement of commercial operations; and

21 (2) is capable, subject to applicable commercial legulation and technical

22 and economic considerations, of making gas available to meet the reasonably

23 foreseeable demand in this state for gas within the economic proximity of the project.

24 Sec. 43.82.110. Qualified sponsor or qualified sponsor group. The
25 commissioner may determine that a person or group is a qualified sponsor or qualified

26 sponsor group i f  the person or a member of the group

27 (1) intends to own an equity interest in a qualified project or to commit

28 gas that it owns to a qualified project; and

29 (2) meets one or more of the following criteria:

30 (A) owns a working interest in at least 10 percent of the

31 stranded gas proposed to be developed by a qualified project;
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1 (B) has the right to purchase at least 10 percent of the stranded

2 gas proposed to be developed by a qualified project;

3 (C) has the right to acquire, control, or market at least 10

4 percent of the stranded gas proposed to be developed by a qualified project;

5 (D) holds the permits that the department determines are

6 essential to construct and operate a qualified project;

7 (E) has a net worth equal to at least 33 percent of the estimated

8 cost of constructing a qualified project;

9 (F) has an unused line of credit equal to at least 25 percent of

10 the estimated cost of constructing a qualified project.

11 Sec. 43.82.120. Applications, (a) A qualified sponsor or qualified sponsor

12 group may submit to the department an application for development of a contract

13 under AS 43.82.020 evidencing that the requirements of AS 43.82.100 and 43 j2. 110

14 are met. The application must be submitted in the manner and form and contain the

15 information required by the department.

16 (b) Along with an application submitted under (a) of this section, an applicant

17 shall submit a proposed project plan for a qualified project that contains the following

18 information based on the information known to the applicant at the time of

19 application:

20 (1) a description of the work accomplished as of the date of the

21 application to further the project;

22 (2) a schedule of proposed development activity leading to the

23 projected commencement of commercial operations of the project;

24 (3) a description of the development activity proposed to be

25 accomplished under the proposed project plan;

26 (4) a description of each lease or property that the applicant believes

27 to contain the stranded gas that would be developed if  the project was built;

28 (5) a description of the methods and terms under which the applicant

29 is prepared to make gas available to meet the reasonably foreseeable demand in this

30 state for gas within the economic proximity of the project during the term of the

31 proposed contract, including proposed pipeline transportation and expansion rules if
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1 pipeline transportation is a part of the proposed project;

2 (6) a detailed description of options to mitigate the increased demand

3 for public services and other negative effects caused by the project;

4 (7) a detailed desenption of options for the safe management and

5 operation of the project once it is constructed;

6 (8) other information that the commissioner of revenue, in consultation

7 with the commissioner of namral resources, considers necessary to make a

8 determination that

9 (A) the work accomplished as o f the date o f application, the

10 schedule of proposed development activity, and the development activity

11 proposed to be accomplished under the proposed project plan reflect a proposal

12 for diligent development on the part of the applicant;

13 (B) the proposed project plan does not materially conflict with

14 the obligations of a lessee to the state under a lease or under a pool, unit, or

15 other agreement v/ith the state; and

16 (C) the proposed project plan describes satisfactory methods and

17 t^rms for accommodating reasonably foreseeable demand for gas in this state

18 within the economic proximity of the project during the term of the proposed

19 contract.

20 (c) The requirements of (b) of this section do not diminish the obligations of

21 a qualified sponsor or member of a qualified sponsor group to the state or restrict the

22 authority of the commissioner of revenue or the commissioner of natural resources

73 under any other law or agreement relating to a plan of development for a leav~ pool,

24 or unit.

25 Sec. 43.82.130. Qualified project plan. A proposed project plan submitted

26 under AS 43.82.120 may be approved as a qualified project plan under AS 43.82.140

27 if  the proposed project plan

28 (1) reflects a proposal for diligent development o f the project on the

29 part of the applicant;

30 (2) docs not materially conflict with the obligations of a lessee to the

31 state under a lease or under a pool, unit, or other agreement with the state; and
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1 (3) describes satisfactory methods and terms for making gas available

2 to meet the reasonably foreseeable demand in this state for gas within the economic

3 proximity of the project during the term of the proposed contract.

4 Sec. 43.82.140. Review of applications and determ ination o f qualifications.
5 (a) The commissioner shall review an application submitted under AS 43.82.120 to

6 determine whether the provisions of AS 43.82.100 concerning a qualified project and

7 AS 43.82.110 concerning a qualified sponsor or qualified sponsor group have been

8 met. The commissioner may approve an application only i f  those provisions have been

9 met.

10 (b) If  the commissioner approves an application under (a) of this section, the

11 commissioner and the commissioner of natural resources shall review the proposed

12 project plan submitted with the application to detr nine whether the provisions of

13 AS 43.82.130 have been met. The commissione. may approve the proposed project

14 plan as a qualified project plan only if  the commissioner of natural resources concurs

15 in the approval.

16 (c) The commissioner shall send to the applicant written notice of and the

17 reasons for the determinations made under (a) and (b) of this section.

18 Sec. 43.82.150. Actions challenging determ inations on applications, (a)

19 Only an applicant under AS 43.82.120 who is aggrieved by a determination of the

20 commissioner of revenue or the commissioner of natural resources under AS 43.82.140

21 may seek judicial review of the determination.

22 (b) The only grounds for judicial review of a determination made under

23 AS 43.82.140 are

24 (1) failure to follow the qualification and application procedures set out

25 in AS 43.82.100 - 43.82.180; or

26 (2) abuse of discretion that is so capricious, arbitrary, or confiscatory

27 as to constitute a denial of due process.

28 Sec. 43.82.160. Multiple applications for similar or competing qualified
29 projects. Nothing in this chapter prohibits different qualified sponsors or different

30 qualified sponsor groups from submitting applications under AS 43.82.120 relating to

31 similar or competing qualified projects or prohibits the commissioner of revenue or the
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1 commissioner of natural resources from reviewing and approving applications and

2 proposed project plans under AS 43.82.140 relating to similar or competing qualified

3 projects.

4 Sec. 43.82.170. Application deadline. The commissioner of revenue or the

5 commissioner of natural resources may not act on an application for a contract

6 submitted under AS 43.82.120 unless the application is received by the Department of

7 Revenue no later than June 30, 2001.

8 Sec. 43.82.180. W ithdrawal of applications. Subject to the terms of a

9 reimbursement agreement under AS 43.82.240 or other agreement with the Department

10 of Revenue, the Department of Natural Resources, the commissioner of revenue, or the

11 commissioner of natural resources affecting the withdrawal of an application, a

12 qualified sponsor or qualified sponsor group may withdraw an application submitted

13 under AS 43.82.120 at any time before the date that the commissioner of revenue

14 submits a contract to the governor under AS 43.82.430 without further obiigation under

15 this chapter.

16 Article 3. Contract Development.
17 Sec. 43.82.200. Contract development. If  the commissioner approves an

18 application and proposed project plan under AS 43.82.140, the commissioner may

19 develop a contract that may include

20 (1) terms concerning periodic payment in lieu of one or more taxes as

21 provided in AS 43.82.210;

22 (2) terms developed under AS 43.82.220 relating to

23 (A) timing and notice of the state’s right to take royalty in kind

24 or in value; and

25 (B) royalty value;

26 (3) terms regarding the hiring of Alaska residents and contracting w ;th

27 Alaska businesses under AS 43.82.230;

28 (4) terms regarding periodic payment to, or an equity or other interest

29 in a project for, municipalities under AS 43.82.500;

30 (5) terms regarding arbitration or alternative dispute resolution

31 procedures;
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(6) terms and conditions for administrative termination of a contract 

under AS 43.82.445; and

(7) other terms or conditions that arc

(A) necessary to further the purposes of this chapter; or

(B) in the best interests of the state.

Sec. 43.82.210. Contract terms relating to payment in lieu o f one or more 
taxes, (a) If  the commissioner approves an application and proposed project plan 

under AS 43.82.140, the commissioner may develop proposed terms for inclusion in

a contract under AS 43.82.020 for periodic payment in lieu of one or more of the

following taxes that otherwise would be imposed by the state or a municipality on the 

qualified sponsor or member of a qualified sponsor group as a consequence of 

participating in an approved qualified project:

(1) oil and gas production taxes and oil surcharges under AS 43.55;

(2) oil and gas exploration, production, and pipeline transportation 

property taxes under AS 43.56;

(3) oil and gas conservation tax under AS 43.57;

(4) Alaska net income tax under AS 43.20;

(5) municipal sales and use tax under AS 29.45.650 - 29.45.710;

(6) municipal property tax under AS 29.45.010 - 29.45.250 or

29.45.550 - 29.45.600;

(7) municipal special assessments under AS 29.46;

(8) a comparable tax or levy imposed by the state or a municipality

after the effective date o f this section;

(9) other state or municipal taxes or categories of taxes identified by 

the commissioner.

(b) If  the commissioner chooses to develop proposed terms under (a) of this 

section, the commissioner shall, if  practicable and consistent with the long-term fiscal 

interests of the state, develop the terms in a manner that attempts to balance the 

following principles:

(1) the terms should, in conjunction with other factors such as cost 

reduction of the project, cost overrun risk reduction of the project, increased fiscal
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1 certainty, and successful marketing, improve the competitiveness o f the approved

2 qualified project in relation to other development efforts aimed at supplying the same

3 market;

4 (2) the terms should accommodate the interests of the state, affected

5 municipalities, and the project sponsors under a wide range o f economic conditions,

6 potential project structures, and marketing arrangements;

7 (3) the state’s and affected municipalities’ combined share of the

8 economic rent of the approved qualified project under the contract should be relatively

9 progressive; that is, the state's and affected municipalities’ combined annual share of

10 the economic rent of the approved qualified project generally should not increase when

1 there are decreases in project profitability, or decrease when there arc increases in

2 project profitability;

3 (4) the state’s and affected municipalities’ combined share of the

4 economic rent of the approved qualified project under the contract should be relatively

5 lower in the earlier years than in the later years of the approved qualified project;

6 (5) the terms should allow the project sponsors to retain a share of the

7 economic rent of the approved qualified project that is sufficient to compensate the

8 sponsors for risks under a range o f economic circumstances;

9 (6) the terms should provide the state and affected municipalities with

0 a significant share of the economic rent of the approved qualified project, when

1 discounted to present value, under favorable price and cost conditions;

2 (7) the method for calculating the periodic payment in lieu of certain

3 taxes under the contract should be clear and unambiguous; and

4 (8) while cost calculations for the approved qualified project under the

5 contract should be based on amounts that closely approximate actual costs, agreed-

6 upon formulas reflecting reasonable economic assumptions should be used if  possible

7 to promote administrative certainty and efficiency.

8 (c) Except as provided in (b) of this section, the commissioner’s discretion

9 under this section in developing proposed terms for a contract under AS 43.82.020 is 

not limited to consideration of the economic rent of the approved qualified project.

1 Sec. 43.82.220. Contract terms relating to royalty, (a) Notwithstanding any
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1 contnuy provisions of AS 38, the commissioner of natural resources, with the

2 concurrence of the commissioner of revenue and the affected parties holding a state

3 lease or unit agreement, may develop proposed terms for inc .sion in a contract under

4 AS 43.82.020 that modify the timing and notice provisions of the applicable oil and

5 gas leases and unit agreements pertaining to the state’s rights to receive its royalty on

6 gas in kind or in vah:r. if

7 (1) the' ability of the approved qualified project depends on long-term

8 gas purchase and sale agreements;

9 (2) certainty over time regarding the quantity of royalty gas that the

10 state may be taking in kind is needed to secure the long-term purchase and sale

11 agreements;

12 (3) the specified period of the state’s commitment to take its royalty

13 share in value or in kind does not exceed the term of the purchase and sale

14 agreements; and

15 (4) the modification does not impair the ability of the appioved

16 qualified project or the state to meet the reasonably foreseeable demand in this state

17 for gas within economic proximity o f the project during the term of the contract

18 developed under AS 43.82.020.

19 (b) Notwithstanding any contrary provisions of AS 38, the commissioner of

20 natural resources, with the concurrence of the commissioner of revenue and the

21 affected parties holding a state lease or unit agreement, may develop proposed terms

22 for inclusion in a contract under A? 43.82.020 that establish a valuation method for

23 the state’s royalty share o f the ga production from an approved qualified project.

24 (c) The commissioner of revenue shall include any proposed terms relating to

25 royalty developed in accordance with this section in the proposed contract under

26 AS 43.82.400.

27 (d) Nothing in this chaptc; permits modification of the state's rights that relate

28 to timing, notice, and rights to receive oil royalty in kind or in value under oil and gas

29 leases or unit agreements.

30 Sec. 43.82.230. Contract terms relating to hiring of Alaska residents and
31 contracting with Alaska businesses, (a) The commissioner shall include in a
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1 contract under AS 43.82.020 a term requiring the qualified sponsor or qualified

2 sponsor group and contractors of the qualified sponsoi or qualified sponsor group to

3 comply with all valid federal, state, and municipal laws relating to hiring Alaska

4 residents and contracting with Alaska businesses to w of: in the state on the approved

5 qualified project and nc t to discriminate agamst Alaska residents or Alaska businesses.

6 Within the constraints of law, the commissioner shall also include in a contract under

7 AS 43.82.020 a term that requires the qualified sponsor or qua!Tied sponsor group and

8 contractors o f the qualified sponsor or qualified sponsor group to employ Alaska

9 residents and to contract with Alaska businesses to work in the state on the approved

10 ualified project to the extent the residents and businesses are available, competitively

11 priced, and qualified.
12 (b) The commissioner shall include in a contract under AS 43.82.020 a term

13 requiring the qualified sponsor or qualified sponsor group and contractors of the

14 qualified sponsor or qualified sponsor group to

15 (1) advertise for available positions in newspapers in the location where

16 the work i« to be performed and in other publications distr outed throughout the state,

17 includirg in rural areas; and

18 (2) use Alaska job service organizations located throughout the state

19 and not just in the location where the work is to be performed in order to notify

20 Alaskans of work opportunities on the approved qualified project.

21 (c) Subject to the voluntary agreement of the qualified sponsor, the

22 commissioner may include a term ir the contract providing for incentives to encourage

23 training and hiring o f Alaska residents.

24 (d) This section does not create Oi abridge individual rights and does not create

25 a private right of action for any person.

26 (e) For purposes of this section,

27 (1) "Alaska business" means a firm or contractor that

28 (A) has held an Alaska business license for the preceding 12

29 months;

30 (B) maintains, and has maintained for the preceding 12 months,

31 a place of business in the state that competently and professionally deals in
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1 supplies, services, or construction of the nature required for the approved

2 qualified project; and

3 (C) is

4 (i) a sole proprietorship and the proprietor is an Alaska

5 resident;

6 (ii) a partnership and more than 50 percent of the

7 partnership interest is held oy Alaska residents;

8 (iii) a limited liability company and more than 50

9 percent of the membership interest is held by Alaska residents;

10 (iv) a corporation thot has been incorj jrated in the state

11 or is authorized to do business in the state; or

12 (v) a joint venture and a majority of the venturers

13 qualify as Alaska businesses under this paragraph;

14 (2) "Alaska job service organizations" means those offices maintained

15 by the state and recommended by the Department of Labor whose functions are to aid

16 the unemployed or underemployed in finding employment;

17 (3) "Alaskc resident" means a natural person who

18 (A) receives a permanent fund dividend under AS 43.23; or

1" (B) has a current Alaska

20 (i) voter registration card; and

21 (ii) resident fishing, hunting, or tiapping license under

22 AS 16;

23 (4) "available," as applied to an Alaska resident or Alaska business,

2-. means that the resident or business is available for employment at the time required

25 and is located anywhere in the state, not just p  the area of the state where the work

2u is to be performed;

27 (5) "qualified," as applied to an Alaska resident or Alaska business,

28 means that the resident or business possesses the requisite education, training, skills,

29 certification, or experience to perform the work necessary for a particular position or

30 to perform a particular service.

31 Sec. 43.82.2 .0. Use o f an independent contractor, (a) The commissioner
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may use an independent contractor to assist in the evaluation of an application or in 

the development of contract terms under AS 43.82.200. The commissioner may 

condition the development of a contract under AS 43.82.020 on an agreement by the 

applicant to reimburse the state for the expenses of an independent contractor under 

this section.

(b) An independent contractor selected under this section must sign an 

agreement regarding confidentiality and disclosures consistent with the determinations 

made under AS 43.82.310 before the contractor may review information that is 

determined confidential under AS 43.82.310.

(c) Selection of an independent contractor under this section is not subject to 

AS 36.30 (State Procurement Code).

Sec. 43.82.250. Term o f contract; effective date. The term of a contract 

developed under AS 43.82.020 may be for no longer than is necessary to develop the 

stranded gas that is subject to the contract; however, the term of the contract may not 

exceed 35 years from the commencement of commercial operations of the approved 

qualified project.

Sec. 43.82.260. Change of parties to an application or a contract; 
assignment o f interests, (a) A qualified sponsor or member of a qualified sponsor 

group may assign an interest in or add or withdraw a party to an application under 

AS 43.82.120 only if  the commissioner has

(1) made a finding that the assignment, addition, or withdrawal is 

consistent with the requirements of AS 43.82.110; and

(2) given prior written approval for the assignment, addition, or

withdrawal.

(b) A contract developed under this chapter may provide for the assignment 

to or withdrawal o f a qualified sponsor or member of a qualified sponsor group.

(c) Upon being added to an application under this scc'ion, a party becomes a 

qualified sponsor or a member of a qualified sponsor group, as appropriate, for the 

relevant project.

(d) The commissioner may not unreasonably withhold approval under (a) of 

this section, but may condition the approval in any way reasonably necessary to protect
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1 the fiscal interests of the state and to further the purposes of this chapter.

2 (e) For purposes of this section, an assignment includes a transfer of stock or

3 a partnership interest in a manner that changes control of a qualified sponsor or

4 member of a qualified sponsor group.

5 Sec. 43.82.270. Project plans and work commitments. A contract under

6 AS 43.82.020 must include the qualified project plan approved under AS 43.82.140

7 and provisions for updating the plan at reasonable intervals until the commencement

8 of commercial operations of the approved qualified project. The commissioner of

9 revenue, in consultation with the commissioner of natural resources, may, as a term

10 in a contract under AS 43.82.020, include work commitments or other obligations in

11 the contract to be accomplished before the commencement of commercial operations

12 of the approved qualified project.

13 Article 4. Requests for Information; Confidentiality;
14 Disclosure o f Information.
15 Sec. 43.82.300. Requests for information. The commis Joner of revenue or

16 the commissioner of natural resources may request from an applicant information that

17 ’he respective commissioner determines is necessary to perform the respective

18 commissioner’s responsibilities under AS 43.82.140. I f  the application is approved

19 under AS 43.82.140, the respective commissioner shall require the successful applicant

20 to provide financial, technical, and market information regarding the qualified project

21 that the respective commissioner determines is necessary for the purpose of developing

22 contract terms for the qualified project under AS 43.82.200. I f  requested information

23 is not provided, the commissioner of revenue may not continue to review the

24 application under AS 43.82.140 or develop the contract under AS 43.82.200 -

25 43.82.270, as applicable.

26 Sec. 43.82.310. Disclosure o f information; confidentiality, (a) An applicant

27 may request confiden'ial treatment of information that the applicant provides under

28 AS 43.82.300 by clearly identifying the information and the reasons supporting the

29 request for confidential treatment. The commissioner of revenue or the commissioner

30 of natural resources, as appropriate, shall keep the information confidential until the

31 commissioner determines whether the requirements of (b) of this section are met. If
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the commissioner o f revenue or the commissioner of natural resources has not made 

a determination under (b) of this section within 14 days after receiving a request for 

confidential treatment, the request is considered denied. I f  the appropriate 

commissioner determines lhal the information does not meet the requirements of (b) 

of this section or if  the commissioner fails to make a determination within 14 days, the 

commissioner shall return the information and any copies of it at the request of the 

applicant. If  the commissioner of revenue or the commissioner of natural resources, 

as appropriate, returns information under this subsection, the commissioner shall cease 

review of the application or cease contract development unde; AS 43.82.200 - 

43.82.270, as appropriate, unless the commissioner determines that the returned 

information is unnecessary to make a determination on the application or to develop 

contract terms under AS 43.82.200 - 43.82.270.

(b) If  requested by the applicant, information provided to the commissioner of 

revenue or the commissioner of natural resources under AS 43.82.300 shall be kept 

confidential if  the commissioner receiving the information determines, upon an 

adequate showing by the applicant, that the information

(1) is a trade secret or other proprietary research, development, or 

commercial information that the applicant treats as confidential;

(2) affects the applicant’s competitive position; and

(3) has commercial value that may be significantly diminished by 

public disclosure or that public disclosure is not in the long-term fiscal interests of the 

state.

(c) Information determined to be confidential under (b) of this section is 

confidential under that subsection only so long as is necessary to protect the 

competitive position of the applicant, to prevent the significant diminution of the 

commercial value of the information, or to protect the long-term fiscal interests of the 

state. The commissioner of revenue or the commissioner o f natural resources, as 

appropriate, may not release information that the commissioner has previously 

determined to be confidential under (b) of this section without providing the applicant 

notice and an opportunity to be heard.

(d) Notwithstanding the limitation in (c) of this section, the Department of
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1 R venue and the Department of Natural Resources may provide to one another, to the

2 Dt partment of Law, to the legislature, and to me Office of the Governor any

3 information provided under AS 43.82.300 relevant to the implementation of this

4 chapter or to the enforcement of state or federal laws. Information that is exchanged

5 under this subsection that was determined to be confidential under (b) o f this section

6 i cmains confidential except as provided in (c) of this section. The portions of the

7 records and files of the Department o f Revenue, the Department o f Natural Resources,

8 he Department of Law, the legislature, and the Office of the Governor that reflect,

9 incorporate, or analyze information that is determined to he confidential under (b) of

10 this section are not public records except as provided in (c) of this section.

11 (e) Notwithstanding the limitation in (c) of this secuon, information that is

12 determined to be confidential under (b) of this section shall be disclosed on request by

13 the commissioner of revenue, the commissioner of natural resources, or the attorney

14 general to a legislator; to the legislative auditor; and, as directed by the chair or vice-

35 chair of the Legi«,',»ivt Budget and Audit Committee, to the director of legislative

16 finance, to the permanent employees of those divisions who are responsible tor

17 evaluating a contract under AS 43.82.020, and to agents or contractors of the

18 legislative auditor or the director of legislative finance who are engage J to evaluate

1 a contract under AS 43.82.020. Information that is determined to be confidential under

2 1 (b) of this section may also be disclosed by the commissioner of revenue or the

21 commissioner o f natural resources to an independent contractor under AS 43.82.240

2' or to a municipal advisory group establish i under AS 43.82.510. Before confidential

2? information is disclosed tinder this subsection, the person receiving the information

24 must sign an appropriate confidentiality agreement.

25 (f) If the commissioner of revenue chooses to develop a contract under

26 AS 43.82.020, the portions of the records and files of the Department of Revenue, the

27 Department of Natural Resources, the Department of Law, id a municipal advisory

28 group established under AS 43.82.510 ihat reflect, incorporate, or analyze information

29 that is relevant to the development of the position or strategy of the commissioner of

30 revenue, the commissioner of natural resources, or the attorney general with respect

31 to a particular provision that may be incorporated into the contract are not public
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1 records until the commissioner o f revenue gives public notice under AS 43.82.410 of

2 the commissioner’s preliminary findings and determination under AS 43.82.400.

3 Nothing in this subsection

4 (1) makes a record or file of the Department of Revenue, the

5 Department of Natural Resources, or the Department of Law a public record that

6 otherwise would not be a public record under AS 09.25.100 - 09.25.220;

7 (2) affects the confidentiality provisions of (a) - (e) o f this section; or

8 (3) abridges a privilege recognized under the laws of this state, whether

9 at common law or by r*atutc or by court rule.

10 Article 5. Contract Review, Approval, and Termination.
11 Sec. 43.82.400. Preliminary findings and determination regarding the
12 contract, (a) If  the 'lommissioncr develops a proposed contract under AS 43.82.200 -

13 43.82.270, the commissioner shall

14 ( ! )  make preliminary findings and a determination that the proposed

15 contruc’ terms arc in the long-term fiscal interests of the state and further the purposes

16 ot (his chapter; and

17 (2) prepare a propored contract that includes those terms and shall

18 submit the contract to the governor.

19 (b) To make the preliminary findings and determination required by (a)(1) of

20 this section, the commissioner shall compare the projected public revenue anticipated

21 from the approved qualified project with the estimated operating and capital costs of

22 the additional state and municipal services anticipated to arise from the construction

23 and operation of the approved qualified project. The commissi > .er shall address the

24 reasonably foreseeable effects of the proposed contract on the public revenue.

25 (c) In conjunction with the making of preliminary findings and determination

26 required by (a)(1) o f this section, the commissioner shall describe the principal factors,

27 including the projected price of gas, projected production rate or volume of gas, and

28 projected recovery, development, construction, and operating costs, upon which the

29 dctermnation made under (a)(1) of this section is based. I f  the commissioner has

30 previously submitted a proposed contract to the governor, the commissioner shall

31 describe any material differences between the terms o f the currently proposed contract
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and the previously proposed contract.

Sec. 43.82.410. Notice and comment regarding the contract. The

commissioner shall

(1) give reasonable public notice of the preliminary findings and 

determination made under AS 43.82.400;

(2) make copies of the proposed contract, the commissioner's 

preliminary findings and determination, und, to the extent the infonn&fion is not 

required to be kept confidential under AS 43.82.310, the supporting Jmancial, 

technical, and market data, including the work papers, analyses, ahdrectfmmendations 

of any independent contractors used under AS 43.82.240 available to the public and 

to

(A) the presiding officer of each house of the legislature;

(B) the chaits of the finance and resources committees of the 

legislature; and

(C) the chairs of the special committees on oil and gas, if any. 

o f the legislature;

(3) offer to appear before the Legislative Budget arid Audit Committee 

to provide the committee a review of the commissioner's preliminary findings and 

determination the proposea contract, and the supporting financial, technical, and 

market data; if  the Legislative Budget and Audit Committee accepts the commissioner’s 

offer, the committee shall give notice of the committee's meeting to the public and all

members of the legislature; if  the financial, technical, and market data that is to be

provided must be kept confidential under AS 43.82.310, the commissioner may not 

release the confidential information during a public portion of a committee meeting; 

and

(4) establish a period of at least^U days for the public a.id members 

o f the legislature to comment on the proposed contract and the preliminary findings 

and determination made under AS 43.82.400.

Sec. 43.82.420. Coordination of public and legislative review. To the extent 

practicable, the commissioner shall coordinate the public comment opportunity 

provided under AS 43.82.410(4) with a review by the Legislative Budget and Audit
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1 Committee under AS 43.82.410(3).

2 Sec. 43.82.430. Fin«l findings, determination, and proposed amendments;
3 execution of the contract, (a) Within 30 days after the close o f the public comment

4 period under AS 43.82.410(4), the commissioner of revenue shall

5 (1) prepare a summary of the public comments received in response to

6 the proposed contract and the preliminary findings apd detcnnination;

7 . ------- (2) after consultation with the commissioner of natural resources, if

8 appropriate, and with the pertinent municipal advisory group established under

9 AS 43.82.510, prepare a list of proposed amendments, if  any, to the proposed contract

10 . that the commissioner of revenue determines arc necessary to respond to public

0-GH2006'L
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12 (3) make final findings and a determination as to whethi .* the proposed

13 contract and any proposed amendments prepared under (2) of this subsection meet the

14 requirements and purposes of this chapter. •

15 (b) After considering the material described in (a) of this section and securing

16 the agreement o f the other parties to the proposed contract regarding any proposed

17 amendments prepared under (a) of this section|ij)t^^ommissioner determines that the

18 ___  contract is in the long-term fiscal interests of the state, the commissioner shall submit

O the contract to the governor ..........................................................................................

(c) The commissioner's final findings and determination under (a) of this 

section are final agency decisions under this chapter. . ._______________________________

22 ^ ec’ -*3.82.435. Legislative authorization. The governor may transmit a

23 " contract developed under this chapter to the legislature together with a request for

24 authorization to execute the contract. A contract developed under this chapter is not

25 binding upon or enforceable against the state or other parties to the contract unless the

26 governor is authorized to execute the contract by law. The state and the other parties

27 to the contract may execute the contract within 60 days after the effective date of the

28 law authorizing the contract. /

29 Sec. 43.82.440. Judicial review. A person may not bring an action

30 challenging the constitutionality o f a law authorizing a contract enacted under

31 AS 43.82.435 or the enforceability o f a contract executed under a law authorizing a

/
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contract enacted under AS 43.82.435 unless the action is commenced within 120 days 

after the date that the contract was executed by the state and the other panics to the 

contract.

Sec. 43.82.445. Administrative term ination o f a contract, (a) The
commissioner shall include terms in a contract developed under AS 43.82.020 that 

provide for administrative termination of a party's rights under the procedures and . 

conditions set out in this section if  the party has

(1) ceased to meet the requirements of AS 43.82.110 as a qualified 

sponsor or qualified sponsor group;

(2) intentionally or fraudulently misrepresented, in whole or in part, 

material facts or circumstances upon which the contract was made;

(3) failed to comply with a condition or material term of the contract 

or a provision of this chapter; or

( I) failed to comply with the approved qualified project plan or any 

updated project plan.

(b) Before administrative termination of a contract er this section, the 

commissioner shall give notice to the parties o f the commissioner's intent to terminate 

the contract and an opportunity to be heard. The commissioner may also provide the 

parties an opportunity to cure any deficiency that is the basis for the termination if  the 

commissioner determines that curing the deficiency is appropriate under the 

circumstances.

(c) Notwithstanding (a) and (b) of this section, the commissioner may not 

administratively terminate a contract after the party has committed full project funding 

except as provided in (e) of this section.

(d) A party to a contract who is affected by the commissioner's action to 

terminate under (a) of this section may file an appeal with the superior court under the 

Alaska Rules of Appellate Procedure.

(e) The commissioner may provide terms and conditions in a contract 

developed under AS 43.82.020 upon which a party's rights under the contract may be 

administratively terminated after the party commits full project funding.

Article 6. Municipal Participation.
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Sec. 43.82.500. Obligation to sb re payments with municipalities, if  the
commissioner develops a contract under AS 43.82.020 that includes terms that exempt 

a party to the contract, and the property, gas, p' >ducts, and activities associated with 

the dpptoved qualified project that is subject to the contract, from a municipal tax or 

assessment in accordance with AS 29.45.810or AS 29.46.010(b), or AS 43.82.200 and 

43.82.210, the commissioner shall include a term in the contract that the party pay a 

portion of the periodic payments due under the contract to the revenue-affected 

municipality.

Sec. 43.82.505. Payments to economically affected municipalities. If the
commissioner executes a contract under AS 43.82.020 that w ill produce one or more 

economically affected municipalities, the commissioner shall include a term in the 

contract that provides for a portion of the periodic payments io the economically 

affected municipalities under the principles in AS 43.82.520.

Sec. 43.82.510. Municipal advisory group, (a) If the commissioner approves 

an application and proposed project plan under AS 43.82.140 and decides to develop 

a contract under AS 43.82.020 and 43.82.200, the commissioner shall notify each 

revenue-affected municipality and economically affected municipality.

(b) The mayor of a municipality notified by the commissioner under (a) of this 

section may appoint one representative to a municipal advisory group in relation to the 

application.

(c) Each municipal advisory group serves until a final action is taken on the 

application for wh ch the group was appointed.

(d) Each i Municipal adv isory  group shall e lect a chair.

Sec. 43.82.520. Duties o f the commissioner o f revenue in relation to 
municipal participation, (a) The commissioner shall meet with each municipal 

advisory group periodically to report on the development of the contract provisions that 

affect the municipalities.

(b) In developing a contract under AS 43.82.200 - 43.82.270, the commissioner 

shall ensure that each revenue-affected municipality and econom cally affected 

municipality receives a fair and reasonable share of the payments provided under 

AS 43.82.210 in accordance with the following principles:
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(1) the share of the payments to revenue-afTected municipalities should 

be given priority over payments to economically affected municipalities with due 

regard to the anticipated size of the tax base that the contract would exempt from 

municipal ;axation by revenue-affected municipalities;

(2) the share of the payments to municipalities should be uetermined 

with due regard to the anticipated economic and social burdens that would be imposed 

on the municipality by construction and operation of the project;

(3) the respective shares of the total payments to the state and to 

municipalities should be fixed in a manner to ensure that their re "ective interests are 

a!;gned;

(4) to the extent practicable, the periodic amounts paid to each of the 

municipalities should be stable and predictable; and

(5) to the extent practicable, the provisions for sharing payments with 

municipalities should be consistent with the principles established in AS 43.82.210(b).

(c) In establishing the municipal shares under (b) of this section, the 

commissioner shall consult with the pertinent municipal advisory group.

Article 7. Miscellaneous Provisions.
Sec. 43.82.600. Governing law. If  a provision of this chapter conflicts with 

another provision of state or municipal law, the provision of this chapter governs.

Sec. 43.82.610. Regulations. The commissioner of revenue, the commissioner 

of natural resources, and the commissioner of labor may adopt regulations to carry out 

their respective duties under this chapter.

Sec. 43.82.620. Procedures for collection o f amounts due; security, (a) 

The commissioner may adopt procedures for the collection o f amounts due the state 

under a contract developed under AS 43.82.020, including the collection of interest and 

penalties.

(b) The commissioner may require a party to a contract developed under 

AS 43.82.020 to provide security sufficient to guarantee amounts due under the 

contract.

Sec. 43.82.630. Reports and audits. The commissioner may require periodic 

reports from and may at reasonable intervals conduct audits and inspect the books of

0-GH2006VL
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a party that has entered into a contract developed under AS 43.82.020 to ensure 

compliance with the provisions of this chapter and the regulations adopted under this 

chapter and of the terms of the contract.

Sec. 43.82.640. annua l report o f the commissioner o f labor. On an annual 

basis, the commissioner of labor shall prepare and present to the legislature a 

comprehensive report on each party to a contract with the state developed under 

AS 43.82.020, and its contractors, regarding the state residency of the employees 

working in this state on the approved qualified project that is subject to the contract. 

The commissioner of labor shall use state databases, including data from the quarterly 

reports by a party to the contract developed under AS 43.82.020 and its contractors for 

unemployment insurance purposes, to determine state residency of employees regarding 

compliance with AS 43.82.230.

Article 8. General Provisions.
Sec. 43.82.900. Definitions. In this chapter, unless the context requires 

otherwise,

(1) "affected r  nicipality" means an economically affected 

municipality or a revenue-affected municipality;

(2) "commencement of commercial operations" means the start of 

re0 ..ar deliveries o f marketable products from an approved qualified project;

(3) "cubic foot of gas" means the quantity or gas contained in a volume 

of one cubic foot at a standard temperature of oO degrees Fahrenheit and a standard 

absolute pressure of 14.65 pounds per square inch;

(4) "economically affected municipality" means a municipality the 

commissioner of revenue detennines w ill be reasonably required to provide additional 

public services under the terms proposed in an application approved under 

AS 43.82.140(a); the commissioner may consider historical data from construction of 

the Trans Alaska Pipeline System, and information submitted by a municipality in 

makino the determination;

(5) "economic proximity" means the distance within which a person 

may be w illing to design, construct, and operate a gas line to provide service to a local 

consumer;
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1 (6) "economic rent" means the estimated total gross revenue less

2 estimated total costs for a qualified project over the term of a contract under

3 AS 43.82.020, measured in undiscounted nominal dollars; for purposes of this

4 paragraph, total c »rts do not include a rate of re'um on capital, financing costs, or any

5 payments to governments;

6 (7) "full prt ject funding" means full approval by a party to a contract

7 under AS 43.82.020 fo: th . expenditure o f the capital necessary for construction and

8 operation of the approved qualified project that is subject to the contract;

9 (8) "gu has the meaning given in AS 43.55.900;

10 (9) "gDup" means two or more persons;

11 (10) T ase or property" has the meaning given in AS 43.55.900;

12 (11) "periodic payment" means payment made in lieu of one or more

13 other taxes under a ontract under AS 43.82.020;

14 (12) "revenue-affected municipality" means a municipality that the

15 commissioner o f revenue reliably expects w ill be restricted from imposing a tax, or a

16 portion of a tax, as a result of implementation of a contract developed under this

17 chapter;

18 (13) "sti inded gas" means gas that is not being marketed due to

19 prevailing costs or price conditions as determined by an economic analysis by the

20 commissioner for a particular project.

21 Sec. 43.82.990. Short title. This chapter may be cited as the Alaska Stranded

22 Gas Development Act.

23 * Sec. 4. AS 29.10.200 is amended by adding new paragraphs to read:

24 (54) AS 29.45 810 (exemption from municipal taxation);

25 (55) AS 29.46.010(b) (exemption from municipal assessment).

26 * Sec. 5. AS 29.45 is amended by adding a new section to read:

27 Sec. 29.45.810. Exemption from municipal taxation, (a) A party to a

28 contract approved by the legislature as a result of submission of a proposed contract

29 developed under AS 43.82, and the property, gas, products, and activities associated

30 with the approved qualified project that is subject to the contract, are exempt, as

31 specified in the contract, from all taxes identified in the contract that would be levied
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1 and collected by a municipality under state law as a consequence of the participation

2 by the party in the approved qualified project.

3 (b) This section applies to home ruh and g-ncral law municipalities.

4 * Sec. 6. AS 29.46.010 is amended by adding a new subsection to read:

5 (b) Notwithstanding (a) of this section, a party to a contract approved by the

6 legislature as a result of submission of a proposed contract developed under AS 43.82

7 is exempt, as specified in ihe contract, from assessment under this chapter against real

8 property associated with the approved qualified project that is subject to the contract.

9 * Sec. 7. AS 36.30.850(b) is amended by adding a new paragraph to read:

10 (38) contracts between the commissioner ofrevenue and an independent

11 contractor under AS 43.82.240.

12 * Sec. 8. AS 43.20.072 is amended by adding a new subsection to read:

13 (h) A taxpayer that has signed a contract approved by the legislature as a result

14 of submission of a proposed contract developed under AS 43.82 providing for

15 payments in lieu of the tax under this chapter and that has nexus with the state solely

16 as the result of the taxpayer's participation in the ^proved qualified project that is

17 subject to the contract or would not, but for such participation, be engaged in the

18 production of oil or gas from a lease or property in this state or engaged in the

19 transportation of oil or gas by pipeline in this state, is not required to file a return

20 under this section unless required to do so by the contract.

21 * Sec. 9. AS 43.20.073 is amended by adding a new subsection to read:

22 (h) A corporation that has signed a contract approved by the legislature as a

23 result of submission of a proposed contract developed under AS 43.82 providing for

24 payments in lieu of the tax under this chapter and that has nexus with the state solely

25 as the result of the corporation's participation in the approved qualified project that is

26 subject to the contract is not required to file a return under this section unless required

27 to do so by the contract.

28 * Sec. 10. SEVERABILITY. Under AS 01.10.030, if  any provision of this Act, or the

29 application of a provision of this Act to any person or circumstance, is held invalid, the

30 remainder of this Act and the application to other persons or circumstances is not affected.

31 * Sec. 11. This Act takes effect immediately under AS 01.10.070(c).
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02-11-1998 Bouse Journal 2281

HB 393

•An A c t  r e l a t i n g  to c o n t r a c t s  w i t h  the s t a t e  e s t a b l i s h i n g  p a y m e n t s  

in l i e u  of o t h e r  t ax e s  b y  a q u a l i f i e d  s p o n s o r  or q u a l i f i e d  s p o n s o r  

g r o u p  for p r o j e c t s  to d e v e l o p  s t r a n d e d  g a s  r e s o u r c e s  in the state; 

p r o v i d i n g  for the i n c l u s i o n  in suc h  c o n t r a c t s  of t e r ms  m a k i n g  

c e r t a i n  a d j u s t m e n t s  r e g a r d i n g  r o y a l t y  v a l u e  an d  t h e ti m i n g  and  

n o t i c e  of th e  s t a t e ' s  r ight t take r o y a l t y  in k i n d  o r  in v a l u e  fr o m  

s u c h  p r o j e c t s ; r e l a t i n g  to th e  eff e c t  of s u c h  c o n t r a c t s  on m u n i c i p a l  

taxation; a n d  p r o v i d i n g  for an e f f e c t i v e  date."

w a s  read the f i r s t  t ime a n d  r e f e r r e d  to the H o u s e  S p e c i a l  C o m m i t t e e  

on Oil U G a s  a n d  the F i n a n c e  Commi t t e e .

T h e  f o l l o w i n g  fiscal n o t e s  apply:

F i s c a l  note, Dept, of N a t u r a l  Resources, 2 / 1 1 /9 8  

F i s c al  note, Dept, of Revenue, 2/11 / 98

T h e  G o v e r n o r ' s  t r a n s m i t t a l  le t t e r  d a t e d  F e b r u a r y  9, 1998, a p p e a r s  

below:

"Dear S p e a k e r  Phillips:

T o d a y  I am  t r a n s m i t t i n g  the A l a s k a  S t r a n d e d  Gas D e v e l o p m e n t  Act  to 

a d v a n c e  the d e v e l o p m e n t  of A l a s k a’s v a s t  s u p p l y  of N o r t h  S l o p e  

n a t u r a l  gas. T h i s  l e g i s l a t i o n  follo w s  t h e r e c o m m e n d a t i o n s  of the N o r t h  

S l o p e  Gas C o m m e r c i a l i z a t i o n  T e a m  w h i c h  w a s  e s t a b l i s h e d  by 

l e g i s l a t i o n  last y e a r  to b u i l d  a fr a m e w o r k  to i m p r o v e  the e c o n o m i c  

f e a s i b i l i t y  a n d  c o m p e t i t i v e n e s s  of a N o r t h  S lo p e  gas project.

T h e  bill a u t h o r i z e s  the s t a t e  to n e g o t i a t e  c o n t r a c t s  w i t h  p r o j ec t  

s p o n s o r s  to i m p r o v e  the e c o n o m i c  f e a s i b i l i t y  of d e v e l o p i n g  s t r a n d e d  

g as o n  the N o r t h  Slope. C o n t r a c t  p a y m e n t s  w o u l d  r e p l a c e  s o m e  or all 

of the s t a t e  a n d  m u n i c i p a l  taxes a p p l i c a b l e  to the gas p r o j e c t  including: 

1) s t a t e  a n d  m u n i c i p a l  ad v a l o r e m  p r o p e r t y  taxes; 2) p r o d u c t i o n  or 

s e v e r a n c e  taxes; an d  3) s t a t e  c o r p o r a t e  taxes. T h e  s t a t e ' s  r o y a l t y  s h a re  

of p r o d u c e d  ga s  w o u l d  not b e  s u b j e c t to s u c h  a cont r a c t .  C o n t r a c t  

p a y m e n t s  w o u l d  b e  d e s i g n e d  to i m p r o v e p r o j e c t  e c o n o m i c s  b y  " b a c k­

end  loading" tax l i a b i l i t i e s  to a l l o w  p r o j e c t  i n v e s t o r s  to b e gi n  to 

r e c o u p  s o m e  of their i n v e s t m e n t  b e f o r e  facing a h e a v y  te burden. 

02-11-1998 House Journal 2282

HB 393

T h e  c o n t r a c t  p a y m e n t s  w o u l d  a l s o  b e  d e s i g n e d  to p r o v i d e  the state 

w i t h  a n  i n c r e a s e d  s h a r e  of t h e  p r o j e c t ' s  r e v e n u e  if e n e r g y  pr i c e s  

i n c r e a s e  o r  if the s p o n s o r s  a r e  a b l e  to s u b s t a n t i a l l y  d e c r e a s e  a n t i c i p a t e d  

p r o j e c t  c o n s t r u c t i o n  costs.

S u c h  c o n t r a c t  p a y m e n t s  w e r e  e n v i s i o n e d  in b o t h  the H o u s e  C o n c u r r e n t  

R e s o l u t i o n  r e l a t i n g  to N o r t h  S lope gas a n d  the gas c o m m e r c i a l i z a t i o n  

t e a m  bill p a s s e d  last year. W h i l e  the bil l  is u n i j u e  in m a n y  respects, 

t h e r e  are p r e c e d e n t s  for this type of incentive. F o r  example, the LN G
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p r o j e c t  on th e  K e n a i  P e n i ns u l a ,  w h i c h  p r o v i d e s  s i g n i f i c a n t  jobs a n d  

p r o d u c t i o n  a n d  p r o p e r t y  ta x  revenue, b e n e f i t e d  d i r e c t l y  f r o m  the 

A l a s k a  I n d u s t r i a l  I n c e n t i v e  Act w h i c h  p r o v i d e d  tax a d v a n t a g e s  c r it i c a l  

for d e v e l o p m e n t .

T h e r e  a r e  s e v e r a l  m a j o r  b e n e f i t s  to t h e  a p p r o a c h  a u t h o r i z e d  in the bill.

F i s c a l  a r r a n g e m e n t s  ca n b e  t a i l o r e d  to the s p e c i f i c  e c o n o m i c s  of a gas

p r o j e c t .  C o n t r a c t u a l  p a y m e n t s  a r e  m o r e  l i k e l y  to p r o v i d e  p r e d i c t a b i l i t y  

for p o t e n t i a l  i n v e s t o r s  in a p r o j e c t .  T h i s  m e t h o d  a l s o  a d d r e s s e s  the 

c r i t i c a l  e l e m e n t  of local t axes b y  p r o v i d i n g  a m e c h a n i s m  for e n s u r i n g  

a s t e a d y  p a y m e n t  s t r e a m  to m u n i c i p a l i t i e s  o v e r  th e  l ife of the contract.

L o c a l  h i r e  a n d  t h e  u s e  of local b u s i n e s s e s  in a n y  p r o j e c t  a r e  a l s o  

str s s e d  in t h e  l e g is l a t i o n .  E m p l o y e r s  p a r t i c i p a t i n g  in the p r o j e c t  a r e  

r e q u i r e d  to a d v e r t i s e  l o c a l l y  for a v a i l a b l e  posit i o n s ,  u s e  A l a s k a  job 

s e r v i c e  o r g a n i z a t i o n s ,  a n d  e m p l o y  q u a l i f i e d  A l a s k a  r e s i d e n t s  and 

A l a s k a - o w n e d  b u s i n e s s e s  to t h e  full e x t e n t  p e r m i t t e d  b y  law.

A n y  c o n t r a c t  n e g o t i a t e d  b y  t h e  A d m i n i s t r a t i o n  w o u l d  b e  s u b j e c t  to

l e g i s l a t i ,re r e v i e w  a n d  p u b l i c  hearing. Ad d i t i o n a l l y ,  I w o u l d  e n c o u r a g e  

the l e g i s l a t u r e  to r e q u i r e  l e g i s l a t i v e  a p p r o v a l  of a c o n t r a c t  b e c a u s e  of 

the a p p r o p r i a t e  r o l e  of the l e g i s l a t u r e  in s u c h  a u n i q u e  and s i g n i f i c a n t  

dec is i o n .  Fu r t h e r m o r e ,  if s u c h  a c o n t r a c t  in lieu of taxes wa s  

c o n s i d e r e d  a tax, the l e g i s l a t u r e  m a y  w ell b e  r e q u i r e d  to a p p r o v e  such 

a c t i o n  b y  law.

T h e  b i l l  recognize.: that in the p r o c e s s  of n e g o t i a t i n g  a c o n t r a c t  io m a y  

b e  n e c e s s a r y  to r e v i e w  c o n f i d e n t i a l  c o m p a n y  d a t a  if t he  s t a t e’s be s t  

i n t e r e s t s  a r e  to b e  a d v a n c e d .  T h e  b i l l  s t r i ke s  a b a l a n c e  b e t w e e n  the 

p u b l i c ' s  r ig h t  to r e v i e w  the b a s i s  for the c o n t r a c t  a n d  the c o m p a n y ' s  

r ight to p r o t e c t  p r o t i  c ^ a r y  i n f o r m a t i o n  fr o m  t h e i r  com p e t i to r s .  

02-11-1998 House Journal 2283

HB 393

C o n f i d e n t i a l i t y  of p r o p r i e t a r y  i n f o r m a t i o n  is l i m i t e d  to items that, if 

revealed, w o u l d  b o u h  a f f e c t  a c o m p a n y ' s  c o m p e t i t i v e  p o s i t i o n  an d  

s i g n i f i c a n t l y  d i m i n i s h  th e  c o m m e r c i a l  v a l u e  of the information.

T h e  S t r a n d e d  G a s  D e v e l o p m e n t  Act is a c r i t i c a l l y  i m p o r t a n t  s t e p  in our 

e f f o r t s  to r e a l i z e  the b e n e f i t s  of the e n o r m o u s  gas r e s o u r c e s  on the 

N o r t h  Slope. W h i l e  it is t r u e  a n u m b e r  of o t h e r  f a c t o r s  m ust be 

a d d r e s s e d  b e f o r e  a N o r t h  S l o p e  gas p r o j e c t  b e c o m e s  a reality, suc h  as 

p r o j e c t  cost re d uc t i o n s ,  m a r k e t  c o n di tions, an d  the n e e d  for m o r e  

f a v o r a b l e  f e d e r a l  tax laws, this bil l  lays the n e c e s s a r y  g r o u n d w o r k  for 

o u r  success. I u r g e  y o u r  p r o m p t  a n d  f a v o r a b l e  a c t i o n  on this measure.

Sincerely,

/s/

T o n y  K n o w l e s  

G o vernor"

B i l l  Root: [
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H B  393 - D E V E L O P  S T R A N D E D  G A S  R E S O U R C E S

C H A I R M A N  H O D G I N S  s t a t e d  that the c o m m i t t e e  w o u l d  n o w  h e a r  H B  393, 

"An A c t  r e l a t i n g  to c o n t r a c t s  w i t h  the s t a t e  e s t a b l i s h i n g  p a y m e n t s  

in l i e u  of o t h e r  taxes b y  a q u a l i f i e d  s p o n s o r  or q u a l i f i e d  s p o n s o r  

g r o u p  for p r o j e c t s  to d e v e l o p  s t r a n d e d  g a s  r e s o u r c e s  in the state; 

p r o v i d i n g  for the i n c l u s i o n  in s u c h  c o n t r a c t s  of te r m s  m a k i n g  

c e r t a i n  a d j u s t m e n t s  r e g a r d i n g  r o y a l t y  v a l u e  a n d  the t i m i n g  a n d  

n o t i c e  of the s t a t e ' s  r ight to take r o y a l t y  in kin d  or in v a l u e  

f r o m  s u c h  p r o j e c t s ;  r e l a t i n g  to the e f f e c t  of such c o n t r a c t s  on 

m u n i c i p a l  taxation; and p r o v i d i n g  for an e f f e c t i v e  dat e . "  H e  a s k e d  

C o m m i s s i o n e r  C o n d o n  to g i v e  his p r es e n t a t i o n .

N u m b e r  0167

W I L S O N  CONDON, C o mm i s s i o n e r,  D e p a r t m e n t  of Revenue, s t a t e d  that he 

w a s  t h e  c h a i r m a n  of the gas c o m m e r c i a l i z a t i o n  team, c r e a t e d  b y  HB 

250. He s t a t e d  that HB 393 w a s  i n t r o d u c e d  b y  the G o v e r n o r  a n d  if 

enacted, w o u l d  b e  c a l l e d  the A l a s k a  S t r a n d e d  Gas D e v e l o p m e n t  Act.

H e  s t a t e d  that h e  w a n t e d  to tal k  a bout the o b j e c t i v e  of the bill, 

t h e  d e v e l o p m e n t  of s t r a n d e d  gas in Alaska. He  s t a t e d  that 
C o m m i s s i o n e r  S h i v e l y  an d  h i m s e l f  w o u l d  t e s t i f y  a b o ut  som e 

p r o v i s i o n s  in the bill an d  then he w o u l d  a d d r es s  the fol l o w i n g  

s e v e n  p o l i c y  issues: A l a s k a  hire, gas s u pp l i e s  for local

c o m m un i t i e s ,  m u n i c i p a l  s h a r i n g  in p r o j e c t  revenue, c o n f i d e n t i a l i t y  

of inf o r m a t io n ,  L e g i s l a t i v e  approval, t he  q u e s t i o n  of w h e t h e r  one 

l e g i s l a t u r e  can b i n d  future l e g i s l a t u r e s  w i t h  r e s p e c t  to the 

p r o j e c t ' s  fiscal s y s t e m  a n d  the d e l e g a t i o n  of tax a n d  pow°r.

N u m b e r  0295

C O M M I S S I O N E R  C O N D O N  s t a t e d  that a lot of gas has b e e n  d i s c o v e r e d  on 

th e  N o r t h  Slope. He s t a t e d  that in the P r u dh o e  B a y  Reservoir, one- 

q u a r t e r  of the r e c o v e r a b l e  e n e r g y  that is a v a i l a b l e  is in the form 

of gas. T h e r e  has a l s o  b e e n  a big gas d i s c o v e r y  on the N o r t h  

Slope, h e  a s s e r t e d  that the q u e s t i o n  that needs to b e  a s k . J  is w h y 

c a n ' t  t h e s e  r e s o u r c e s  b e  d e v e l o p e d  lik e  oil a n d  w h y  do they a p p e a r  

to b e  s t r a n d e d  today. He e x p l a i n e d  that the re a s o n  is b e c a u s e  it 

t akes a lot m o r e  p l u m b i n g  an d  m o r e  e x p e n s e  to haul an e q u i v a l e n t  

u n i t  of e n e r g y  in the form of gas to m a r k e t  then it doe s  for a unit 

of e n e r g y  in the for m  of oil.

N u m b e r  0366

C O M M I S S I O N E R  C O N D O N  r e f e r r e d  to the p r o p o s e d  p r o j e c t  to take N o r t h  

S l o p e  gas as l i q u e f i e d  n a t u r a l  gas (LNG) to Asia. T h e  fa c i l i t i e s  

for that p r o j e c t  w o u l d  i n c l u d e  a c o n d i t i o n i n g  plant, a pi p eline, a 

l i q u e f a c t i o n  p l a n t  a n d  ships. Thi s  p r o j e c t  w ill cos t  a bo u t  the 

s a m e  in n o m i n a l  d o l l a r s  as the oil p i p e l i n e  in h a u l i n g  the N o r t h  

S l o p e  oil to market. Yet the p r o p o s e d  N o r t h  S l o p e  G a s  P r o j e ct  will 

c a r r y  a n  e n e r g y  e q u i v a l e n t  of about 4 0 0 , 0 0 0  b a r r e l s  of oil a ..ay to
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m a r k e t .  He o o i n t e d  out that it is o n e - t h i r d  or  less in e n e r g y  

e q u i v a l e n t s  of th e  oil s t r e a m  that is g o i n g  to marke t .  T h e r e f o re , 

t h e  s i t u a t i o n  is t hat t h e r e  is the 3 ame d o l l a r  c o s t  s pr e a d  o v e r  
o n e - t h i r d  the a m o u n t  of energy.

N u m b e r  0436
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C O M M I S S I O N E R  C >NDON s t a t e d  that c u r r e n t l y  t h e r e  a r e  two 

p o s s i b i l i t i e s  for c o m m e r c i a l i z i n g  th e  N o r t h  S l o p e  G a s  Res o u rc e :  the 

a b o v e - m e n t i o n e d  L N G  p r oject, p i p e l i n i n g  gas to tid e  water, 

l i q u e f y i n g  it t h e r e  a n d  t hen t r a n s p o r t i n g  the L N G  to A s i a n  marke t s ,  

or a g a s - t o - l i q u i d s  (GTL) p r o ject. T h i s  p r o j e c t  w o u l d  c o n v e r t  

N o r t h  S l o p e  G a s  to l i q u i d s  that c o u l d  b e  t r a n s p o r t e d  t h r o u g h  taps. 

It is th e  s t a t e ’s b e l i e f  that the p r o p o s e d  L N G  p r o j e c t  has the best 

c h a n c e  of c o m m e r c i a l  s uc cess. H e  p o i n t e d  out that it w o u l d  b e  

h e l p f u l  to r e v i e w  th e  a l p h a b e t  s o u p  of LNG, n a t u r a l  gas liqu i d s 

(NGL) a n d  GTL's. He s t a t e d  that th l i q u i d s  in each  of t h e m  a r e  

q u i t e  d i f f e r e n t .  He h e l d  u p  a m o d e l  of a m e t h a n e  m o l e c u l e  w h i c h  

ha s  o n e  c a r b o n  m o l e c u l e  a n d  f >ur h y d r o g e n  m o l e c u l e s  at the center. 

In o r d e r  to m a k e  LNG, it is a physica^. p r o c e s s  a n d  this is w h a t  

m a k e s  u p  the gas, it m a k e s  up 90 p e r c e n t  of the "good stuff". T his 

"stuff" w o u l d  b e  p i p e l i n e d  f r o m  the N o r t h  S l o p e  to V a l d e z  or P r i n c e  

W i l l i a m  S o u n d  to a l i q u e f a c t i o n  p l a n t  a n d  then it w o u l d  b e  c o o l e d  

to m i n u s  260 d e g r e e s  F a h r e n h e i t ,  a n d  in d o i n g  so it b e c o m e s  a 

liquid. T h e  l i q u i d  is the n  h a u l e d  to A s i a  w h e r e  it w o u l d  b e  r e­

g a s i f i e d  a n d  d i s t r i b u t e d  t h r o u g h  a p i p e l i n e  s y s t e m  to a p o w e r  p l a n t  

a n d  a tow n  gas d e l i v e r y  system.

N u m b e r  0639

C O M M I S S I O N  C O N D O N  s t a t e d  th : h e  w a n t e d  to t a l k  a b o u t  NGL'S, a 

s u b s t a n c e  w h i c h  is p r e s e n t  in n a t u r a l  gas b u t  ca n  b e  l i q u e f i e d  and 

s o l d  as propane, b u t a n e  a n d  others. C u r r e n t l y , t h e s e  g a s e s  ar e  

r e c o v e r e d  out of the gas s t r e a m  on the N o r t h  Slope. P r o p a n e  is 

m a d e  u p  of t h r e e  c a r b o n  m o l e c u l e s  a n d  e ight h y d r o g e n  m o l e c u l e s .  He

e x p l a i n e d  that it is on e of the s u b s t a n c e s  that c o m e s  out of the 

ga s  s t r e a m  of P r u d h o e  B a y  a n d  u s e d  as m i s c i b l e  i n j e c t a n t  to 

i n c r e a s e  the r e c o v e r y  of oil in the reservoir. He s t a t e d  that 

b u t a n e  c o n s i s t s  of four c a r b o n  a n d  four h y d r o g e n  mole cu l e s .  It is 

a l s o  r e c o v e r e d  in the c e n t r a l  g a s  f a c i l i t y  of P r u d h o e  Ba y  a n d  is 

b l e n d e d  w i t h  the c r u d e  o i l  an d  sen t  to market. He s t a t e d  that 

s u b s t a n c e s  w h i c h  w e r e  g e n e r a l l y  t h o ug h t  of as ga s  a r e  m a r k e t e d  from 

the N o r t h  S l o p e  as p a r t  of the c r u d e  oil springs.

N u m b e r  0802

C O M M I S S I O N E R  C O N D O N  s t a t e d  that h e  w o u l d  talk a b ou t  the c h e m i c a l  

c o n v e r s i o n  of the s u b s t a n c e  m e t h a n e  i nto a n o t h e r  c h e m i c a l  

subs t a n c e .  T h i s  m o l e c u l e  is t a k e n  a p a r t  to a c h i e v e  the conversion, 

the m o l e c u l e s  a r e  then  p u t  int o  a n o t h e r  c h e m i c a l  p r o c e s s  an d 

c o n s t r u c t e d  i n t o  a n o t h e r  s u b s t a n c e .  He s t a t e d  that the d e s i r e d  

r e s u l t  is the m o l e c u l e  decane, w h i c h  c o n s i s t s  of 10 ca r b o n  

m o l e c u l e s  a n d  22 h y d r o g e n  m o l e c u l e s .  He e x p l a i n e d  that w h a t  o f t e n  

h a p p e n s  is a m o l e c u l e  that h a d  20 c a r b o n  m o l e c u l e s  a n d  42 h y d r o g e n s  

m o l e c u l e s  w h i c h  is wax. T h i s  c a n n o t  be p r e v e n t e d , therefore, t here 

n e e d s  to b e  a f a c i l i t y  in the p r o j e c t  that w i l l  take that a p a r t  

a g a i n  to r e s u l t  in the two d e c a n e  m o l e c u l e s .

N u m b e r  0965
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C O M M I S S I O N E R  C O N D O N  e x p l a i n e d  that a  y e a r  a n d a h al f  a g o  the 

d e p a r t m e n t  r e t a i n e d  a Dr. P e d r o  v an  Meurs, a c o n s u l t a n t  that talks 

to g o v e r n m e n t s  a r o u n d  the w o r l d  that ar e  t r y i n g  to s t r u c t u r e  their 

fiscal s y s t em s  to d e v e l o p  r e s o u r c e ?  Dr. van M e u r s  w a s  r e t a i n e d  to 

see if there w a s  s o m e t h i n g  tha t  the s t a t e  c o u l d  d o  to i m p r o v e  the 

e c o n o m i c  v i a b i l i t y  of a N o r t h  S l o p e  Ga s  Project. H i s  

r e c o m m e n d a t i o n s  w e r e  that in o r d e r  to be a b l e  to c o m p e t e  a g a i n s t  

o t h e r  p o l i t i c a l  entities, r e s t r u c t u r i n g  of the s t a t e  a n d  local 

fiscal r eg i m e  s h o u l d  b e  c o n s i d e r e d  to m a k e  it c o m p e t i t i v e  w i t h  the 

fiscal terms that a r e  b e i n g  o f f e r e d  in r e s p e c t  to o t h e r  g r a s s  roots 

p r o j e c t s  a r o u n d  the P a c i f i c  Basin. S p e c i f i c a l l y , m o d i f y  the front 

-en d lo a d e d  fiscal s y s t e m  to o n e  w h i c h  is a b a c k - e n d  l o a d e d  a n d  

m o d i f y  it i .1 a w a y  that it w o u l d  b e  m o r e  p r o g r e s s i v e .  T h i s  c o u l d  

b e  r i s k i n g  s o m e  of r e v e n u e  that m a y  b e  r e c e i v e d  in th e  e v e n t  o f  low 

e n e r g y  pr i c e s in e x c h a n g e  for r e c e i v i n g  a h i g h e r  share, if e n e r g y  

p r i c e s  turn ou*- to be  high. He  r e c o m m e n d e d  i n c r e a s i n g  the fiscal 

c e r t a i n t y  of the a r r a n g e m e n t s  that a r e  p u t in place, b y  e m b o d y i n g  

t h e m  in a con t r a c t . He a l s o  r e c o m m e n d e d  that fede r a l d e c i s i o n  

m a k e r s  b e  e n g a g e d  a n d  that t h e r e  is a s u c c i n c t  m o d i f i c a t i o n  of 

federal fiscal te r m s  so that they  w o u l d  a l s o  f a c i l i t a t e  the 

p r o j e c t

N u m b e r  1118

C O M M I S S I O N  C O N D O N  s t a t e d  that bot h  s t a t e  a n d  local fiscal s y s t e m s  

ar e  just part of w h a t  is n e e d e d  to c o m e  t o g e t h e r  b e f o r e  a N o r t h  

S l o p e  ga s  p r o j e c t  is g o i n g  to be  viable. T h e r e  n e e d s  to b e  

s i g n i f i c a n t  r e d u c t i o n s  in the cost a n d  t h e r e  n e e d s  to b e  f a v o r a b l e  

mar ke t  c o n d i t i o n s  in o r d e r  to h ave a s u c c e s s f u l  r e s o u r c e  to mark e t . 

H o u s e  Bill 393 w o u l d  p r o v i d e  for payment, in lieu of taxes, for 

s p o n s o r s  of a s t r a n d e d  gas project. He e x p l a i n e d  that e x i s t i n g  

taxes i n c l ud i n g  produc t i o n,  p r o p e r t y  a n d  c o r p o r a t e  i n c o m e  t a x e s  

c o u l d  be  r e p l a c e d  b y  a s i n g l e  p e r i o d i c  p a y m e n t  t hat is m o r e  c l o s e l y  

r e l a t e d  to the p r o j e c t s  p r o f i t a b i l i t y .  A n d  g i v e s  s t a t e  a n d  local 

g o v e r n m e n t s  m o r e  of a s h a r e  of the p r o j e c t s  e c o n o m i c  g r a n t l a t e r  on 

in the life of the project. He  s t a t e d  that the p r o v i s i o n s  in the 

bill that lays out the a b o v e  m e n t i o n e d  p r o p o s i t i o n  is in AS 

43. 8 2 . 0 20  and A S  43.82.210(a)

N u m b e r  1205

C O M M I S S I O N E R  C O N D O N  e x p l a i n e d  that s t r a n d e d  gas is ga s that the 

c o m m i s s i o n e r  d e t e r m i n e s  to b e  u n e c o n o m i c  or u n c o m p e t i t i v e  to 

d e v e l o p  u nd e r  p r e v a i l i n g  e c o n o m i c  or c o m p e t i t i v e  c o n d i t i o n s .  He 

sta te d  that the d e f i n i t i o n s  a r e  lis t e d  in A S  4 3 . 8 2 . 9 0 0 ( 1 0 ) .  He 

st a t e d  that if thr fiscal r e g i m e  is e m b o d i e d  b y  a c o n t r a c t  that is 

n e g o t i a t e d  b y  the state, it wil l  e n h a n c e  the v i a b i l i t y  of a p r o j e c t  

for two reasons: First, it i n c r e a s e s  c e r t a i n t y  r e g a r d i n g  the

r e t u r n  i n v e s t o r s  ca n  exp e c t  b e c a u s e  it d e c r e a s e s  the p o s s i b i l i t y  

that the g o v e r n m e n t ' s  p o r t i o n  wil l  ri s e  u n e x p e c t a b l y  in t he  future. 

Secondly, it w i l l  i n cr e a s e  c e r t a i n t y  r e g a r d i n g  the r e t u r n  i n v e s t o r s  

can expect a n d  t h e r e f o r e  r e d u c e  the f i n a n c i a l  ri s k s  t a k e n  b y  the 

investors. He s t a t e d  that it m e a n s  that th e y  w i l l  r e q u i r e  a lower 

r ate of r et u r n  to c o m p e n s a t e  t h e m  for i n v e s t i n g  in a p r o j e c t .  He 

s t a t e d  that the d e p a r t m e n t  b e l i e v e s  that is a s o u n d  j u s t i f i c a t i o n  

for t a i l o r i n g  a fiscal s y s t e m  for a s t r a n d e d  gas p r o j e c t  on a 

p r o j e c t  by p r o j e c t  b a s i s  to a fiscal contract.

N u m b e r  1325
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C O M M I S S I O N E R  C O N D O N  s t a t e d  that u n d e r  the p r o p o s e d  bill  the 

p o t e n t i a l  p r o j e c t  s p o n s o r s  c o m e  to the c o m m i s s i o n e r  w i t h  a p r o p o sa l  

for d e v e l o p m e n t .  T h e  p r o p o s e d  AS 4 3 . 8 2 . 1 1 0  w o u l d  r e q u i r e  that a 
q u a l i f i e d  s p o n s o r  or a s p o n s o r  g r o u p  m u s t  i n t e n d  to o w n  an e q u i t y  

i n t e r e s t  in t h e  p r o j e c t  or com m i t  gas to the p ro ject. In addition, 

t h e y  m u s t  e i t h e r  ow n  10 p e r c e n t  of the gas that the p r o j e c t  

p r o p o s e s  to market, h o l d  the n e c e s ^ r y  p e r m i t s  to c o n s t r u c t  the 

p r o j e c t  or h a v e  a s u f f i c i e n t  n e t w o r k  or b o r r o w i n g  ca p a c i  y to get 

the p r o j e c t  movi ng .

N u m b e r  1370

C O M M I S S I O N E R  C O N D O N  s t a t e d  that a q u a l i f i e d  p r o j e c t  m u s t  be a 

p r o p o s a l  to d e v e l o p  500 b i l l i o n  c ubic feet or m o r e  of u n c o m p e t i t i v e  

g a s  w i t h i n  20 y e a r s  f r o m  the p r o j e c t’s c o m m e n c e m e n t  a n d  it m u s t  be 

c a p a b l e  of s a t i s f y i n g  local and  s t a t e  d e m a n d  w i t h i n  the p r o x i m i t y  

of th e  p r o ject. T h e s e  r e q u i r e m e n t s  ar e l i s t e d  in A S  43.82.100.

H e  e x p l a i n e d  that a q u a l i f i e d  s p o n s o r  m u s t  a l s o  c o m e  in w it h  a 

q u a l i f i e d  p l a n  a n d  p r e s e n t  that p l a n  in the appl i ca t i o n ,  this is 

f o u n d  in the b i l l  u n d e r  AS 43.82.120(b). A  q u a l i f i e d  cl i e n t  must 

h a v e  a p r o p o s a l  w h i c h  r e f l e c t s  a n t i c i p a t e d  d i l i g e n t  development, it 

ca n  n o t  c o n f l i c t  w i t h  p e r t i n e n t  oil a n d  g a s  l ease t e r m s  and it has 

to b e  s a t i s f a c t o r y  for m a k i n g  gas a v a i l a b l e  for i n s t a t e  de m a n d  

w i t h i n  the p r o x i m i t y  of the project. He s t a t e d  that if there is a 

q u a l i f i e d  project, q u a l i f i e d  p lan an d  q u a l i f i e d  sponsor, the bill 

p r o v i d e s  a r e v i e w  p r o c e s s  to d e t e r m i n e  w h e t h e r  it is p o s s i b l e  to go 

on a n d  n e g o t i a t e  a contract. He s t a t e d  that in r e s p e c t  to w h e t h e r  

the a p p l i c a n t  a n d  the p r o j e c t  ar e  qualified, it is a d e t e r m i n a t i o n  

m a d e  b y  the c o m m i s s i o n e r  of revenue. W h e t h e r  a p r o j e c t  p l a n  is 

s a t i s f a c t o r y  it w o u l d  b e  m a d e  j o i n tl y  b y  the c o m m i s s i o n e r s  of 

r e v e n u e  a n d  n a t u r a l  resources. This is s t a t e d  in A S  4 3 . 82.120-150.

N u m b e r  1518

C O M M I S S I O N E R  C O N D O N  s t a t e d  that if the p r o s p e c t i v e  s p o n s o r  was 

q u a l i f i e d  in a l l r e s p e c t s  then the a p p l i c a t i o n  w o u l d  b e  ini t i a l ly  

a p p r o v e d  a n d  t h e  n e g o t i a t i o n  proc e ss  w o u l d  beain. H e  s t a t e d  that 

the c o n t r a c t  n e g o t i a t i o n s  pr o c e s s  is c o v e r e d  b y  AS  43.82, S e c tions 

200 to 270, p a g e s  10-17. T h e  important p o i n t  b e i n g  that the 

fiscal terms a r e  to b e  t a i l o r e d  to the p a r t i c u l a r  e c o n o m i c  

c o n d i t i o n s  f a c e d  b y  the project. T h e y  a r e  to b e  d e v e l o p e d  b y  the 

c o m m i s s i o n e r  of r e v e n u e  a f t e r  r e v i e w i n g  t h e  p e r t i n e n t  t e chnical and 

m a r k e t  data. T h e  c o m m i s s i o n e r  of r e v e n u e  m a y  e m p l o y  an indepe n d e n t  

c o n s u l t a n t  w i t h  the cos t  to b e  r e i m b u r s e d  b y  the a pplicant. The 
c o m m i s s i o n e r  of n a t u r a l  r e s o u r c e s  m a y  n e g o t i a t e  t erms to be 

i n c l u d e d  in the c o n t r a c t  that deal wi t h  c e r t a i n  a s p e c t s  of the 

royalty. He s t a t e d  that o n c e  a p r o p o s e d  co n t r a c t  is in p l a c e there 

is a p e r i o d  for p u b l i c  c o m m e n t  an d  l e g i s l a t i v e  review. He st a t e d  
that the p r o v i s i o n s  that deal w i t h  that a s p e c t  of the bill a r e AS 

4 3 . 8 2 . 4 0 0 - 4 2 0  p a g e s  19-21.

N u m b e r  1611

C O M M I S S I O N E R  C O N D O N  s t a t e d  that o n c e  a t e n t a t i v e  c o n t r a c t  has b e e n  

ne g o t i a t ed ,  t h e  c o m m i s s i o n e r  of r e v e n u e  is r e q u i r e d  to p r e s e n t  the 

c o n t r a c t  a l o n g  w i t h  p r e l i m i n a r y  f i ndings a n d  a d e t e r m i n a t i o n  that 

the c o n t r a c t  is in the lon g  ter m  fiscal i n t e r e s t s  of the state. He 

s t a t e d  that t h e  bill p r o v i d e s  for l e g i s l a t i v e  r e v i e w  but not 

l e g i s l a t i v e  a p p r o v a l .  A f t e r  the o p p o r t u n i t y  for the g e n e r a l  p u b l i c  

a n d  the l e g i s l a t u r e  to r e v i e w  w h a t  the c o m m i s s i o n e r  p r o p o s e s  to do,
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t h e  c o m m i s s i o n e r  m a y  t h e n  e n t e r  int o  the c o n t r a c t  a n d  ca n  c h a n g e  

t h e  t e r m s  of the c o n t r a c t  p r o v i d e d  t h a t  the l o n g  t e r m  fiscal 

i n t e r e s t  of th e  s t a t e  r e m a i n s  p r o t e c t e d .

N u m b e r  1654

C O M M I S S I O N E R  C O N D O N  s t a t e d  that t h e r e  a r e  e i g h t  b a s i s  p r i n c i p l e s  of 

c o n t r a c t  d e v e l o p m e n t  that a r e  set f o r t h  in the p r o p o s e d  b ill u n d e r  

A S  4 3 . 8 2 . 2 1 0 (b ) ,  p a g e s  10-11. He e x p l a i n e d  that in n e g o t i a t i n g  the 

c o n t r a c t  the c o m m i s s i o n e r  of r e v e n u e  w o u l d  be o b l i g a t e d  to (1) 

i m p r o v e  the c o m p e t i t i v e n e s s  of the p r o p o s e d  g a s  project, (2) 

d e v e l o p  a c o n t r a c t  that wa s  f air to b o t h  the s t a t e  a n d  to the 

p r o j e c t s  s p o n s o r s  u n d e r  a w i d e  r a n g e  of e c o n o m i c  c i r c u m s t a n c e s ,  (3) 

p r o v i d e  fiscal t e r m s  that w e r e  p r o g r e s s i v e ;  s t a t e  a n d  local 

g o v e r n m e n t s  c o u l d  t a k e  m o r e  if the e c o n o m i c s  t u r n e d  out to b e  rich, 

(4) b a c k - e n d  l o a d e d  fiscal terms, (5) fiscal t e r m s  w h i c h  r e c o g n i z e  

t h e  s p o n s o r s  n e e d  f o r  a s h a r e  of t h e  u p - s i d e  p o t e n t i a l ,  (6) s t a t e  

a n d  local g o v e r n m e n t s  s h o u l d  tak e  a s i g n i f i c a n t  s h a r e  of the 

p r o p o s e d  p r o j e c t  e c o n o m i c  grant, (7) c l e a r  a n d  u n a m b i g u o u s  terms 

a n d  (8) the u s e  of cost f o r m u l a s  fo r  a d m i n i s t r a t i v e  c e r t a i n t y  a n d 

e f f i c i e n c y  w e r e  a p p r o p r i a t e .  H e  d e f e r r e d  to C o m m i s s i o n e r  S h i v e l y  

for s o m e  c o m m e n t s  o n  the r o y a l t y  p r o v i s i o n s  on the bill.

N u m b e r  1755

J O H N  SHIVELY, C o m m i s s i o n e r ,  D e p a r t m e n t  of N a t u r a l  R e s o u r c e s , s t a t e d  

t hat A S  4 3 . 8 2 . 2 2 0  c o n t a i n s  the r o y a l t y  p r o v i s i o n s .  He e x p l a i n e d  

tha t the d e p a r t m e n t  has n o t  s u g g e s t e d  a c h a n g e  in r o y a l t y  rate, it 

w o u l d  s t a y  the same. T h e  i s s u e  that c o u l d  b e  n e g o t i a t e d  on, is the 

t i m i n g  of ho w  t h e y  take i n - k i n d  v e r s u s  i n - v a l u e  gas. Curre n t l y , 

t he a r e  o p e r a t i n g  u n d e r  the r o y a l t y  oil c o n t r a c t s  a n d  c a n  c h a n g e  

the a m o u n t  of r o y a l t y  oil or ga s tha t  is taken on a m o n t h l y  basis, 

as lon g  as si x  m o n t h s  n o t i c e  is given. T hi s  c a u s e s  p o t e n t i a l  

p r o b l e m s  for a n y  p r o j e c t  s p o n s o r  that is i n v o l v e d  in l o n g - t e r m  

c o n t r a c t s . He p o i n t e d  ou t that is a n  a r e a  that m a y  r e q u i r e  s ome 

n e g o t i a t i o n  d u r i n g  the r e v i e w  of the p r o j e c t  p r o p o s a l .  H e  s t a t e d  

t hat the s e c o n d  t h i n g  to loo k  at is h o w  the r o y a l t y  is d e t e r m i n e d .  

H e  s t a t e d  that in t h e  p a s t  t h e r e  has b e e n  a n u m b e r  of d i s a g r e e m e n t s  

r e g a r d i n g  the e v a l u a t i o n  m e t h o d o l o g y  w i t h  the industry.

N u m b e r  1839

C O M M I S S I O N E R  C O N D O N  s t a t e d  that he w o u l d  run t h r o u g h o u t  th e  sever, 

p o l i c y  issues. He e x p l a i n e d  that on the issue of A l a s k a  hire, b ot h  

th e  U.S. a n d  A l a s k a  C o n s t i t u t i o n  limit the  l e g i s l a t u r e ' s  a b i l i t y  to 

i m p o s e  local h i r e  o b l i g a t i o n s  in terms of e x e r c i s i n g  the 

l e g i s l a t u r e ' s  p o l i c e  powers. He c o n t i n u e d  that the s t a t e  doe s ha v e  
m o r e  f l e x i b i l i t y  to a c h i e v e  l ocal h i r e  o b j e c t i v e s  w h e n  it e n t e r s  

into c o n t r a c t s  b u t  it do e s  ru n  into p ro blems, h o w e v e r , w h e n  the 

l e g i s l a t u r e  m a n d a t s  that it m u s t  b e  put into c o nt r a c t s .  H e  s t a t e d  

that it is a d i f f i c u l t  a r e a  and  o n e  w h i c h  has to b e  a p p r o a c h e d  w i t h  

s o m e  delicacy. He s t a t e d  that the local h i r e  p r o v i s i o n s  a r e  all 

f o u n d  in the p r o p o s e d  AS 43.82.230, p a g e s  13 to 15. He s t a t e d  that 

t he d e p a r t m e n t  w o u l d  like to r e c o m m e n d  a c h a n g e  to th e  d e f i n i t i o n  

of a n  A l a s k a  r e s i d e n t .  T h e  d e f i n i t i o n  in the b i l l  is a p e r s o n  w h o  

h a s  r e c e i v e d  a p e r m a n e n t  f u n d  d i v i d e n d  or an y  two of the following, 

a d r i v e r s  license, a h u n t i n g  f i s h i n g  or t r a p p e r s  license, v o t e r  

r e g i s t r a t i o n  o r  m o t o r  v e h i c l e  r e g i s t r a t i o n .  H e  s t a t e d  that the 

d r i v e r s  l i c e n s e  a n d  m o t o r  v e h i c l e  r e g i s t r a t i o n  p r o v i s i o n  s h o u l d  be 

d e l e t e d  so that it w o u l d  b e  a p e r m a n e n t  fund d i v i d e n d  or a hunting,
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f i s h i n g  a n d  t r a p p i n g  l i c e n s e  a n d  v o t e r  r e g i s t r a t i o n .  In o r d e r  to 

m a k e  t h o s e  c h a n g e s  on p a g e  15, l i n e  5, a n  "and" w o u l d  n e e d  to b e  

a d d e d  at the e n d  of the line a n d  s t r i k e  the l a n g u a g e  on lines 8 an d

• 9 ‘

N u m b e r  1967

C O M M I S S I O N E R  C O N D O N  a d d r e s s e d  the i s s u e  of g a s  to c o m m u n i t i e s .  He 

s t a t e d  that r e q u i r i n g  p r o j e c t  s p o n s o r s  to s u b s i d i z e  local gas 

c o n s u m p t i o n  w o u l d  i n c r e a s e  the p r o j e c t  c o s t s  a n d  h a v e  a d e p e n d e n c y  

of p u s h i n g  p r o j e c t  e c o n o m i c s  in the w r o n g  d i r e ct i o n .  He s t a t e d  

t h a t  t h e y  ar e  t r y i n g  to i n c r e a s e  th e l i k e l i h o o d  that the p r o j e c t  is 

g o i n g  to c o m e  i nto being. He s t a t e d  that t h e y  are g o i n g  to be 

r e q u i r i n g  a r e a s o n a b l e  p r o v i s i o n  of gas to c o m m u n i t i e s  a n d  the y 

n e e d  to fi g u re  out w a y s  to r e d u c e  t h e  u n c e r t a i n t y  r e g a r d i n g  the 

q u a n t i t y  of g a s  that the p r o j e c t  is g o i n g  to b e  r e q u i r e d  to d e l i v e r  

to local users. T h i s  is so that  r e q u i r i n g  A l a s k a  d e l i v e r i e s  is not 

a d i s i n c e n t i v e  to t h e  project.

N u m b e r  2016

C O M M I S S I O N E R  C O N D O N  s t a t e d  that the third a r e a  is m u n i c i p a l  reve n u e  

s h a ring. Clearly, th e  s i n g l e  s t e p  that b o t h  s t a t e  a n d  local 

g o v e r n m e n t s  c a n  tak e  to i m p r o v e  e c o n o m i c s  of this p r o j e c t  is to 

r e l i e v e  the p r o j e c t  of th e  tax b u r d e n  of a local p r o p e r t y  tax 

b e f o r e  the p r o j e c t  g oes int o  o p e r a t i on .  H e  s t a t e d  that t h e  s t a t e  

a n d  local g o v e r n m e n t s  w ill feel the l a r ge s t  n e g a t i v e  imp a ct  fro m  

the p r o j e c t  in terms of p r o v i d i n g  social s e r v i c e s  a n d  the social 

d i s r u p t i o n  that o c c u r s  w i t h  a l a r g e  p r o j ec t .  H e  p o i n t e d  o u t  that 

the q u e s t i o n  is w h e t h e r  o r  not it is w o r t h  it. He s t a t e d  that

• t h e r e  is the q u e s t i o n  of h o w  m u n i c i p a l i t i e s  s h o u  .d s h a r e  in the 

r e v e n u e s  g e n e i a t e d  b y  a fiscal contract. W h e t h e r  m u n i c i p a l  

g o v e r n m e n t s  s h o u l d  b e  at th e  table, is a q u e s t i o n  that the 

l e g i s l a t u r e  n e e d s  to address. H e  p o i n t e d  out that th e  b ill does 

n o t  p r o v i d e  for that n o w  a n d  it if it w e r e  m a d e  to i n c l u d e  them, 

n e g o t i a t i o n s  w o u l d  b e  m o r e  cumber s o me .

N u m b e r  2107

C O M M I S S I O N E R  C O N D O N  a d d r e s s e d  the a r e a  of c o n f i d e n t i a l i t y ,  trade 

s e c r e t s  w o u l d  b e  h e l d  in c o n f i d e n c e  b y  the state. T h a t  i n f o r m a t i o n  

w o u l d  be s h a r e d  a m o n g  the p e r t i n e n t  e x e c u t i v e  b r a n c h  a g e n c i e s  an d  

the legislature, but w o u l d  be k e p t  c o n f i d e n t i a l  as l o n g  as t hey 

t r u l y  w e r e  t r a d e  secrets. The  m e m o r a n d u m  a n d  d o c u m e n t s  g e n e r a t e d  

d u r i n g  the n e g o t i a t i o n  p r o c e s s  w o u l d  r e m a i n  c o n f i d e n t i a l  d u r i n g  the 

n e g o t i a t i o n  p r o c e s s  bu t  w o u l d  b e  e n t i r e l y  o p e n  a n d  a v a i l a b l e  for 

r e v i e w  o n c e  the r e v i e w  of the c o n t r a c t  began. H e  s t a t e d  t hat it is 

s t a t e d  in AS 43.82 . 3 1 0 ( f ) .

N u m b e r  2171

C O M M I S S I O N E R  C O N D O N  a d d r e s s e d  t h e  i s s u e  of l e g i s l a t i v e  a pp r o v a l  of 

the contract. Fo r m a l  l e g i s l a t i v e  a p p r o v a l  of a n y  fiscal c o n t r a c t  

i n v o l v i n g  the t a x a t i o n  of s t r a n d e d  gas is i m p o r t a n t  for b o t h  p o l i c y  

a n d  l egal reasons. T h e  G o v e r n o r  s t r o n g l y  s u p p o r t s  formal 

l e g i s l a t i v e  a p p r o v a l  a n d  h a s  p l e d g e d  to r e q u i r e  it e v e n  if a 

l e g i s l a t u r e  e n a c t s  l e g i s l a t i o n  w i t h o u t  l e g i s l a t i v e l y  i n s e r t i n g  that 

^  r e q u i r em e n t .  H e  s t a t e d  that the bill did n o t  i n c l u d e this

^  r e q u i r e m e n t  b e c a u s e  h e  was a d v i s e d  ag a i n s t  it d u e  to t e c h n i c a l

c o n s t i t u t i o n a l  reasons.
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N u m b e r  2276

C O M M I S S I O N E R  C O N D O N  s t a t e d  tha t the final issue is, can o n e  

l e g i s l a t u r e  b i n d  fut u r e  l e g i s l a t u r e s  w i t h  resp ec t  to the tax 

l i a b i l i t y  of a p r o ject. H e  s t a t e d  tha t  th e  D e p a r t m e n t  of L a w  has 

c o n c l u d e d  that it is not p o s s i b l e  to b i n d  fu t u r e le g i slatures. He 

s t a t e d  that it c o u l d  be d o n e  w i t h  a p r o p e r l y  w r i t t e n  fiscal 

c o n t r a c t  w h i c h  r a i s e s  the i s s u e  of if the l e g i s l a t u r e  w a n t s  to test 

t hat a u t h o r i t y .  T h e  c o n s i d e r a t i o n s  a r e  w h a t  the l e g i s l a t u r e  

b e l i e v e s  its p o w e r  o ught to b e  a n d  w h a t  ef fe c t  l i t i g a t i o n  w o u l d  

h a v e  on this p ro j e c t .  He s t a t e d  that he thoug' < *- w o u l d  b e  w i s e r  

to a v o i d  l i t i g a t i o n  a n d  the e x p l o r a t i o n  of the .rsue of w h a t  the 

e x t e n t  of l e g i s l a t i v e  p o w e r  is.

N u m b e r  2372

C H A I R M A N  H O D G I N S  s t a t e d  tha t  h e  w o u l d  like to h a v e  a p r e s e n t a t i o n  

b y  t h e  p r o d u c e r s  a n d  that the  m a j o r i t y  of the w o r k  b e  d o n e  in this 

c o m m it t e e .

N u m b e r  2417

R E P R E S E N T A T I V E  J O E  R Y A N  s t a t e d  that the bil l  r e q u i r e s  a d e e p  leap 

of f a i t h  on t h e  p a r t  of th e  l e g i s lature. He s t a t e d  that it is time 

to g e t  to the s e r i o u s  n e g o t i a t i o n s  of wha t  the r e s o u r c e s  a r e  w o r t h  

to s t a t e  of A l a s k a  a n d  h o w  far A l a s k a  is w i l l i n g  to g o  to sell the 

p r o j e c t .  H e  s t a t e d  that t h e r e  has no t  b e e n  a n y  t e s t i m o n y  as to the 

p o t e n t i a l  of th e  project.

T A P E  98-11, S I D E  B 

N u m b e r  0033

R E P R E S E N T A T I V E  R Y A N  s t a t e d  that the c o m m i s s i o n e r  of r e v e n u e  thro u gh  

the bil l  is g i v e n  a lot of p o w e r  an d  h e  q u e s t i o n e d  if that was 

w i s e .

C H A I R M A N  H O D G I N S  s t a t e d  that at a e a r l i e r  m e e t i n g  Dr. P edro van 

M eurs' t e s t i f i e d  that he t h o u g h t  t h e r e was a p p r o x i m a t e l y  $150 

b i l l i o n  w o r t h  of revenues. He s t a t e d  that Dr. v a n  M e u r s  w o u l d  be 

b a c k  a t  a l a t e r  d a t e  to a n s w e r  t h o s e  q u estions.

N u m b e r  0064

R E P R E S E N T A T I V E  K E M P L E N  a s k e d  that on p a g e  7, line 5 " p r o x i m i t y  of 

the p r o j e c t "  if the d e f i n i t i o n  c o u l d  b e  n a i l e d  d o w n  b e t t e r  than as 

stated. H e  q u e s t i o n e d  if it w a s  just w i t h i n  10 m i l e s  o r  d o e s  it 

e x t e n d  to a p i p e l i n e  that g o e s  ou t  to S o u t h c e n t r a l  Alaska.

N u m b e r  0099

C H A I R M A N  H O D G I N S  s t a t e d  that it is h is  h o o e  that c o m m i t t e e  m e m b e r s  

w i l l  p i c k  th e  b i l l  a p a r t  a n d  m a k e  s u r e  t. at t here are n o  u n a n s w e r e d  

q u e s t i o n s .  H e  s t a t e d  that H B  393 w i l l  b e  h e l d  o v e r  for f u r t h e r 

c o n s i d e r a t i o n .
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Feb 24, 1998

H B  393 - D E V E L O P  S T R A N D E D  GA S  R E S O U R C E S  

N u m b e r  0058

C H A I R M A N  H O D G I N S  a n n o u n c e d  the c o m m i t t e e  w o u l d  h e a r  HB 3 9 3 , "An Act 

r e l a t i n g  to c o n t r a c t s  vith the s t a t e  e s t a b l i s h i n g  p a y m e n t s  in lieu 

of o t h e r  taxes b y  a q u a l i f i e d  s p o n s o r  or q u a l i f i e d  s p o n s o r  g r o u p  

for p r o j e c t s  to d e v e l o p  s t r a n d e d  gas r e s o u r c es  in the state; 

p r o v i d i n g  fov thf i n c l u s i o n  in such  c o n t r a c t s  of terms m a k i n g  

c e r t a i n  a d j u s t m e  s r e g a r d i n g  r o y a l t y  v a l u e  and the tim i n g  and 

n o t i c e  of the s t a t e ' s  r i g h t  to take r o y a l t y  in k i n d  or in v al u e  

f r o m  such p r o jects; r e l a t i n g  to the e f f e c t  of s u c h  c o n tr a c t s  on 

m u n i c i p a l  taxation; a n d  p r o v i d i n g  for an e f f e c t i v e  date." He 

s t a t e d  that the c o m m i t t e e  w o u l d  h ear t e s t i m o n y  f rom the produ c e r s .

N u m b e r  0151

G E O R G E  FINDLING, B u s i n e s s  D e v e l o p m e n t  Advisor, Gas 

C o m m e r c i a l i z a t i o n  Group, A R C O  Alaska, Incorporated, r e a d  the 

f o l l o w i n g  s t a t e m e n t  i nto the record: "Today, I w o u l d  like to b o t h

e x p r e s s  A R C O ' s  o v er a l l  s u p p o r t  for HB 393 an d  d i s c u s s  how  this 

l e g i s l a t i o n  fits into A R C O ' s  p l a n s  for c o m m e r c i a l i z i n g  its v e r y  

l a r g e  gas r e s o u r c e  on A l a s k a ' s  N o r t h  Slope.

"First, Mr. Chairman, our N o r t h  S l o p e  Gas C o m m e r c i a l i z a t i o n  

Manager, D a v i d  L a w r e n c e  w a s  u n a b l e  to b e  h e r e  today. H e  h o p e d  y o u  

w o u l d  understand, t h o u g h  w h e n  y o u  l e a r ne d  that he is in the Far 

Eas t  c o n t i n u i n g  e f f o r t s  to f a c i l i t a t e  the self a s s e m b l y  of a v i a b l e  

s p o n s o r  g r o u p  for an A l a s k a n  L N G  project. Let m e  e x p a n d  on this 

for just a moment.

N u m b e r  0219

"Several w e e k s  ago, in January, A R C O  sent out letters of i n q u i r y  to 

d e t e r m i n e  th e  level of i n t e r e st  of t hose w h o  c o u l d  p o t e n t i a l l y  h e l p  

a d v a n c e  a v e r y  large, complex, i n t e r n a t i o n a l  LNG p r o j e c t  in Alaska. 

Basically, the l e t t e r s  requested, u n d e r  p r o v i s i o n s  of 

co n f i d e n t i a l i t y ,  the o p p o r t u n i t y  for us to p r e s e n t  a p o t e n t i a l  p l a n  

a n d  d i s c u s s  a l t e r n a t i v e  w a y s  forward. S i n c e  then, we h ave r e c e i v e d  

m a n y  p o s i t i v e  r e s p o n s e s  to the letters a n d  h a v e  i n i t i a t e d  

p r e s e n t a t i o n s .  This week, D a v i d  is l e a d i n g  an A R C O  Al a sk a  t e a m  to 

the Fa r  East for f u r th e r  p r e s e n t a t i o n s .  I w i s h  I c o u l d  be m o r e  

f o r t h  c o m i n g  and  p r o v i d e  f u r t h er  details, but the f o r mation p r o c e s s  

is in the f r a g i l e  e a r l y  s ta g e s  a n d  we d o  not want to c o m p l i c a t e  it 

b y  m a k i n g  r e p r e s e n t a t i o n s  fo r  others. As is al wa y s  our policy, 

w h e n  t here a r e  D e v e l o p m e n t s  w h i c h  can b e  discussed, we will do so 

p r o - a c t i v e l y .

"I w o u l d  l i k e  n o w  to t u r n  to the bill b e i n g  c o n s i d e r e d  b y  the 

comm i t t ee .  L o o k i n g  back, the l e g i s l a t u r e  is to b e  c o n g r a t u l a t e d  

for e n a c t i n g  HB 250 last year. A s  you know, that bill c r e a t e d  a 

s u b s t a n t i a l  an d  c o o p e r a t i v e  ef f o r t  d u r i n g  1997 by the s t a t e’s gas
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c o m m e r c i a l i z a t i o n  t e a m  a n d  i n t e r e s t e d  parties. T h i s  e f f o r t  has 

lead t o  the p r o p o s e d  l e g i s l a t i o n  n o w  c o n t a i n e d  in HB 393. I w o u l d  

l ike t o  o v e r  v i e w  the bil l  a n d  t h e n  b r i e f l y  e l a b o r a t e  o n  h o w  HB 393 
s u p p o r t s  A R C O 's p l a n s .

du m b e r  0447

“First, I w o u l d  l i k e  to m a k e  t h r e e  m a i n  o b s e r v a t i o n s  a b o u t  H B  393.

“It p r o v i d e s  the f r a m e w o r k  u n d e r  w h i c h  a c o m p e t i t i v e  fiscal s y s t e m  

can b e  deve lo p e d .  In ou r  view, t he  f r a m e w o r k  l e g i s l a t i o n  o p e n s  the 

d o o r  for c o o p e r a t i v e  action, in p a r a l l e l  w i t h  d e v e l o p m e n t s  in o t h e r  

a s p e c t s  of the p r o j e c t ,  to h e l p  to try to m a k e  an A l a s k a n  p r o j e c t  

c o m m e r c i a l l y  v i a b l e .  W e  see  m a n y  im p o r t a n t  g e n e r a l  p r o v i s i o n s  in 

the bill. It w i l l  no t  p l a c e  i n o r d i n a t e  d e m a n d s  on the s t a t e ' s  

staff b e c a u s e  it a l l o w s  the s t a t e  to e n t e r t a i n  a p p l i c a t i o n s  fro m  

o n l y  s e r i o u s  pa r t i e s .  It is b a l a n c e d  in k e e p i n g  s e n s i t i v e  a n d  

p r o p r i e t a r y  i n f o r m a t i o n  c o n f i d e n t i a l ,  yet p r o v i d e s  for p u b l i c  

s c r u t i n y  of e s s e n t i a l  a s p e c t s  l e a d i n g  to the fiscal system. It 

p r o m o t e s  A l a s k a  h i r e  a n d  i n - s t a t e  gas  matte r s .  It a c c o m m o d a t e s  

c u r r e n t  u n c e r t a i n t i e s  in t e c h n o l o g y ,  p r o j e c t  approach, d e v e l o p m e n t  

t i m i n g  a n d  fiscal s y s t e m  d e v e l o p m e n t .  Finally, it is a l s o  

i m p o r t a n t  to r e c o g n i z e  that H B  393 d o e s  no t  in itself, c r e a t e  any 

u n i l a t e r a l  an d  i r r e v o c a b l e  c o m m i t m e n t s ,  w h i c h  is a p p r o p r i a t e  at 

this e a r l y  s t a g e  of p r o j e c t  m a t u r i t y .

"Secondly, u n d e r  thi s leg i s l at i o n ,  the fiscal s y s t e m  is p r o v i d e d  b y  

l o n g - t e r m  c o n tract, a n d  this cu n  b e  v e r y  p o w e r f u l  in i m p r o v i n g  

c o m p e t i t i v e n e s s .  T h e  e x e c u t i o n  of a fiscal c o n t r a c t  n e a r  to the 

tim e of p r o j e c t  s a n c t i o n  can gi v e  a level of fiscal s t a b i H t y  w h i c h  

is b o t h  l e v e r a g i n g  to the e c o n o m i c s  a n d  c o m p e t i t i v e  w i t h  o t h e r  gas- 

r i c h  piov i nc e s .

"Third, we w o u l d  s u p p o r t  the a d d i t i o n  of l a ng u a g e  c a l l i n g  for 

l e g i s l a t i v e  a p p r o v a l  of a n y  c o n t r a c t . Not o n l y  is it a p p r o p r i a t e  

in s u c h  a u n i q u e  a n d  s i g n i f i c a n t  dec i s i o n , bu t  this p r o c e s s  of 

l e g i s l a t i v e  a c t i o n  can s i g n i f i c a n t l y  i m p r o v e  the d u r a b i l i t y  a n d  

s t a b i l i t y  of the f i s c a l  system.

"Mr. Chairman, I w o u l d  like n o w  to turn to h o w  the l e g i s l a t i o n  

l e l a t e s  to the A R C O ' s  plans. In o u r  N o v e m b e r  t e s t i m o n y  to this 

committee, w e  d e s c r i b e d  h o w  A R C O  is m o v i n g  f o r w a r d  on a four p oint 

p l a n  to try to a c h i e v e  e c o n o m i c  v i a b i l i t y  of a n  A l a s k a n  LNG 

p r o j t  t. For refer en c e ,  I c a n  p r o v i d e  c o p i e s  of the testi m o n y .  

Today, I w o u l d  l i k e  to d i s c u s s  th e  i n t e r r e l a t i o n s h i p s  b e t w e e n  our 

p l a n s  a n d  the l e g i s l a t i o n .

"We see that t h e  fis c a l  l e g i s l a t i o n  b o t h  e n a b l e s  d e v e l o p m e n t  to 

c o n t i n u e  and i n t e g r a t e s  well into o u r  a c t i v i t i e s . L e t 's  look at 

t h o s e  a s p e c t s  in t h e  c o n t e x t  of a time-line.

N u m b e r  0627

"As we h a v e  s a i d  in the past, ou r  c u r r e n t  p l a n n i n g  b a s i s  has the 

s t a r t  u p  of a n  L N G  p r o j e c t  in late 2007, if e v e r y t h i n g  g o e s  right. 

A n d  this m a k e s  1 9 9 8  i m p o r t a n t  b e c a u s e  a p h a s e d  c o n c e p t u a l  

e n g i n e e r i n g  e f f o r t  s h o u l d  get u n d e r w a y  l ater in the y e a r  to s t a y  on 

track. Thi s  e n g i n e e r i n g  is n e e d e d  to e s t a b l i s h  c o n f i d e n c e  in a n d  

f u r t h e r  r e d u c e  e s t i m a t e d  p r o j e c t  costs, w h i c h  ar e  e s s e n t i a l  to the 

p r o j e c t  econo m i cs .  It is a l s o  n e e d e d  to d e v e l o p  the i n f o r m a t i o n
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n e c e s s a r y  to d e v e l o p  p r o p o s a l s  to p ot e n t i a l  g a s  b u y e r s  a n d  to 

p r o c e e d  w i t h  o t h e r  p r o j e c t  d e v e l o p m e n t  a c t i v i ti e s .

■In o r d e r  for this n e x t  s t a g e  of e n g i n e e r i n g  to com m en c e .  * s p o n s o r  

g r o u p  n e e d s  to b e  in p l a c e  tha t  c a n  a d v a n c e  t h e  p r o j e c t  a n d  s h a r e  

i n  t he  costs. In o ur  p r e l i m i n a r y  d i s c u s s i o n s  w i t h  p o t e n t i a l  

sponsors, t h e y  h a v e  r e s p o n d e d  v e r y  p o s i t i v e l y  to t h e  p r o s p e c t s  of 

f r a m e w o r k  fiscal l e g i s l a t i o n  lik e  that of HB 393. For A R C O  

s p e c i f i c a ll y ,  w e  se e  p a s s a g e  as a n  c ri t i c a l  s i g n a l  of t h e  l o n g  t e r m  

w i l l i n g n e s s  of th e  s t a t e  to h e l p  m a k e  t h e  p r o j e c t  c o m p e t i t i v e .

■Looking forward, HB 393 i n t e g r a t e s  w ell into o u r  L N G  p r o j e c t  

d e v e l o p m e n t  plans. As t h e t e c h n i c a l  w o r k  m a t u r e s  a n d  th e  s p o n s o r  

g r o u p  gels, the b i l l  a l l o w s  an i m p l i c a t i o n  to b e  s u b m i t t e d  for a 

f i s c al  contract. In o u r  view, an d  a g a i n  u s i n g  o u r  p l a n n i n g  basis, 

t h e  d e v e l o p m e n t  of a fiscal contract- s h o u l d  c o m m e n c e  n o  l a t e r  than 

2000. S in c e  the b ill is w r i t t e n  g enerally, it d o e s  a l l o w  for 

f l e x i b i l i t y  in the t i m i n g  of the app l i ca t i o n ,  the p r o j e c t  s t r u c t u r e  

a n d  the n a t u r e  of the n e w  fiscal system, w h i c h  a r e  t h r e e  im p o r t a n t  

u n c e r t a i n t i e s  r ight now. U n d e r  the bill, the fi s c al  c o n t r a c t  can 

b e  d e v e l o p e d  in p a r a l l e l  w i t h  the o t h e r  m a j o r  a g r e e m e n t s ,  s u c h  as 

s a l e s  a n d  p u r c h a s e  a g r e e m e n t s .  Again, u s i n g  o u r  p l a n n i n g  basis, it 

is ou r  v ie w  that the fiscal c o n t r a c t  s h o u l d  b e  in p l a c e  n o  l a t e r  

t han s o m e t i m e  in 2002. W i t h  that, the m a j o r  a g r e e m e n t s  c o u l d  b e  

c o n s u m m a t e d  a n d  p r o j e c t  s a n c t i o n  c o u l d  occur, s o m e t i m e  in the 2003 

t i m e  frame.

"Mr. Chairman, n o w  I m u s t  p a u s e  for an i m p o r t a n t  r e a l i t y  check. As 

I s a i d  above, a 2007 s t a r t - u p  is o u r  p l a n n i n g  basis. But k e e p  in 

m i n d  that m e e t i n g  s uc h  a s ta r t  up r e q u i r e s  that e v e r y t h i n g  fall in 

place, a l m o s t  w i t h o u t  a hitch. M o s t  imp o r t a n t ly ,  w e  u l t i m a t e l y  

h a v e  to h ave a c o m m e r c i a l l y  v i a b l e  p r o j e c t  b e f o r e  it ca n  b e  

s ancti o n e d .  S i m p l y  s t a t e d  w e  a r e  tr y i n g  to turn w h a t  is t o d a y  a 

n o n - c o m p e t i t i v e  p r o j e c t  into a c o m p e t i t i v e  p r o j e c t . It s h o u l d  b e  

r e c o g n i z e d  that this e f f o r t  m a y  not succeed: for e x a mple, in the

l o n g  term, w e  m i g h t  no t  b e  a b l e  to get c o s ts  d o w n  o r  cost 

u n c e r t a i n t y  down; the fede r a l g o v e r n m e n t  m a y  c h o s e  n o t  to p r o v i d e  

t he ess e n t i a l fiscal m o d i f i c a t i o n s  that I d e s c r i b e d  in m y  N o v e m b e r  

t e s t i m o n y  a n d  the m a r k e t  m a y  no t  b e  abl e  to b e  d e v e l o p e d  at p r i c e s  

that can s u s t a i n  a n  A l a s k a n  p r o je c t .  In the s h o r t e r  term, w e  m a y  

h a v e  d i f f i c u l t y  a t t r a c t i n g  s u f f i c i e n t  p o t e n t i a l  s p o n s o r s  o r  w e  m a y  

f i n d  som e o t h e r  i n s u r m o u n t a b l e  hurdle. T h e  b o t t o m  lin e  m e s s a g e  is 

t hat a n y  t i m e - l i n e  ca n  c h a n g e  a n d  that m o v i n g  f o r w a r d  o n  e a c h  s tep 

r e q u i r e s  s u c c e s s  in the p r e v i o u s  steps. N o n e t h e l e s s ,  A R C O  

c o n t i n u e s  to b e  c o m m i t t e d  to t r y i n g  to f i n d  a v i a b l e  w a y  f o r w a r d  b y  

p u r s u i n g  cr i tical technical, fiscal a n d  c o m m e r c i a l  a v e n u es .

"As w e  m e n t i o n e d  in ou r  N o v e m b e r  t e s t i m o n y  b e f o r e  this c o m m i tt e e ,  

g a s - t o - l i q u i d s  is ou r  d a r k  h o r s e  c a s e  for c o m m e r c i a l i z i n g  N o r t h  

S l o p e  s t r a n d e d  gas. W i t h o u t  n e g a t i v e l y  i m p a c t i n g  o u r  A l a s k a n  L N G  

d e v e l o p m e n t  efforts, our P l a n o  r e s e a r c h  g r o u p  is t r y i n g  to a d v a n c e  

the t e c h n o l o g y  in p a r a l l e l . C r i t i c a l  to this e f f o r t  is o u r  

l i c e n s in g  a g r e e m e n t  w i t h  S y n t r o l e u M  and o u r  p l a n n e d  p i l o t  test at 

ou r  C h e r r y  Point r e f i n e r y  this year. W e  a r e  p l e a s e d  to s e e  tha t  HB 

393 does not p r e c l u d e  this o p t i o n  for c o m m e r c i a l i z i n g  s t r a n d e d  gas.

"My final c o m m e n t s  r e l a t e  to c o m m e r c i a l  r egulation, a t o p i c  t h a t  is 

no t  d i r e c t l y  th e  s u b s t a n c e  of H B  393. As yo u  m a y  recall, this 

t o p i c  was a d d r e s s e d  in 1997 b y  the gas c o m m e r c i a l i z a t i o n  t e a m  u n d e r  

t he a u sp i c e s  of H B  250. It w a s  a lsc a d d r e s s e d  in o u r  N o v e m b e r
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t e s t i m o n y  b e f o r e  this committee. W h i l e  A R C O  a n t i c i p a t e s  that s t a t e  

l e g i s l a t i o n  is p r o b a b l y  needed, w e  think m o r e  w o r k  n e e d s  to be done 

to d e v e l o p  an a p p r o p r i a t e  p r oposal. W e  w o u l d  a n t i c i p a t e  that the 

p a r t i c u l a r s  of h o w  i n s t a t e  gas w i l l  b e  h a n d l e d  w i l l  b e  par t  of that 

c o m m e r c i a l  r e g u l a t o r y  a p proach. W h i l e  thi s  topic is n o t  r i p e  for 

H B  393, w e  k n o w  that ga s  for local c o m m u n i t i e s  is a v i t a l  c o n c e r n  

that ca n  n o t  b e  forgotten. Therefore, w e  s u p p o r t  the c u r r e n t  

w o r d i n g  in H B  393 a d d r e s s i n g  this t o p i c  in the a p p l i c a t i o n  process.

"In closing, A R C O  is co.unitted to t r y i n g  to c o m m e r c i a l i z e  it's A N S  

[Arctic N o r t h  Slope] g a s  as e v i d e n c e d  b y  o u r  p r o a c t i v e  plans. W e  

t h i n k tha t  the p r o s p e c t s  of s u c c e s s  in this eff o r t  ca n  be 

s u b s t a n t i a l l y  i m p r o v e d  b y  a c o o p e r a t i v e  eff o r t  w i t h  t h e  state. By 

t ha t  m e a sure, H B  393, is an e s s e nt i a l  ste p  in d e v e l o p m e n t  a n d  we 

m a k e  this s t a t e m e n t  of s u p p o r t  for the bill.

"Mr. C h a i r m a n ,  t h a nk  y o u  for the o p p o r t u n i t y  to testify. I w o u l d  

b e  h a p p y  to a d d r e s s  y o u r  q u e s t i o ns . "

N u m b e r  0832
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W A Y N E  LEWIS, V i c e  President, Y u k on  P a c i f i c  C o r p o r a t i on ,  s t a t e d  that 

Y u k o n  P a c i f i c  C o r p o r a t i o n  is a b u s i n e s s  unit of C S X  C o r p o r a t i o n  a 

$17 b i l l i o n  t r a n s p o r t a t i o n  company, w h o s e  h e a d q u a r t e r s  a r e  in 

R i chmond, V i r g i n i a .  C S X  a l s o  owns Sea Land, a m a j o r  c o n t a i n e r  

s h i p p i n g  c o m p a n y  s e r v i n g  Alaska. H e  s t a t e d  that t h e y  a g r e e  w i t h  

v i r t u a l l y  all of Mr. F i n d l i n g ' s  testimony. T h e  a r e a  of 

d i s a g r e e m e n t  f alls in t h e i r time-line. He b e l i e v e d  it to be 

p a s s i v e  g i v e n  the w o r k  that is a l r e a d y  done. He c o m m e n d e d  A R C O ' S  

e f f o r t s  to a s s e m b l e  a p r o j e c t  s p o n so r  group. Th e  a b s e n c e  of a 

s p o n s o r  g r o u p  is the s i n g l e  b i g g e s t  handicap, that the p r o j e c t  

s u f f e r s  from. T h a t  c h a n g e  wil l  b e  v ital a n d  they w e l c o m e  the 

e f f o r t s  of ARCO.

N u m b e r  0922

MR. L E W I S  s t a t e d  that J e f f  O w n e r f e l d  is in W a s h i n g t o n  D.C. to help 

la y  the g r o u n d  w o r k  for the federal c o u n t e r p a r t  of the bill. He 

s t a t e d  that the s t a te ' s  consultant, Dr. P e d r o  van M e u r s  a d v i s e d  the 

c o m m i t t e e  that t he  e f f o r t  on the federal level s h o u l d  b e  d i r e c t e d  

p r i m a r i l y  t o w a r d s  the c h a n g e  in the federal tax la w  to a l l o w  an 

a c c e l e r a t e d  d e p r e c i a t i o n  s c h e d u l e  for a N o r t h  S l o p e  s o u r c e  LN G  

e x p o r t  p ro ject. H e  e x p l a i n e d  that this c h a n g e  t o g e t h e r  w i t h  the 

p r o g r e s s i v e  a n d  a g g r e s s i v e  p o s t - g o v e r n m e n t  a t t i t u d e  e m b o d i e d  in HB 

393 w i l l  e n h a n c e  re t u r n  o n  e q u i t y  a n d r e d u c e  risk to all investors. 

T h e  c o m b i n e d  e f f o r t s  b y  the Governor, the l e g i s l a t u r e  a n d  local 

g o v e r n m e n t s ,  s e n d  a c l e a r  a n d  forceful m e s s a g e  to the m a r k e t s  an d  

to the c o m p e t i t o r s  that A l a s k a  is c o m m i t t e d  an d  u n i f i e d  in this 
u n d e r t a k i n g .

N u m b e r  1050

MR. L E W I S  a s s e r t e d  that Y u k o n  Paci f i c  s t r o n g l y  e n d o r s e s  HB 393. He 

s t a t e d  that the bil l  p r o v i d e s  a r i g o r o u s  q u a l i f i c a t i o n  p r o c e s s  for 

p r o p o s e d  p r o j e c t  s p o n s o r s  a n d  p r o p o s e d  q u a l i f i e d  p r o j e c t s .  At the 

s a m e  time, t his l e g i s l a t i o n  r e c o g n i z e s  th e  c ri t i c a l  r o l e  of the 

s t a t e  a n ^  l ocal g o v e r n m e n t s  to d i r e c t l y  i n f l u e n c e  the o u t c o m e  or 

s u c c e s s  of a n e w  A l a s k a  L N G  project, p r o p o s i n g  to s e r v e  A s i a n  

m a r k e t s  a r o u n d  the  y e a r  2005 an d  for m a n y  d e c a d e s  th e r ea f t e r .  He 

s t a t e d  that t h e  l e g i s l a t i o n  r e c o g n i z e s  c l o s e  c o o p e r a t i o n  and
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c o o r d i n a t i o n  b y  t h e  h o s t  g ov e r n m e n t s ,  t h r o u g h  t h ei r  c o m b i n e d  

r e s o u r c e  o w n e r s h i p  a n d  t a x i n g  interest. He s t a t e d  that it is 

e s s e n t i a l  j us t  as it h a s  b e e n  e s s e n t i a l  to the s u c c e s s  of all m a j o r  

L N G  p r o j e c t s  s t r e t c h i n g  from  Q a t a r  to Indonesia. H e  s t a t e d  that 

d i r e c t  g o v e r n m e n t  p a r t i c i p a t i o n  at a v a r i e t y  of le v e l s  a n d  in m a n y  

w a y s  is the n o r m  a n d  n o t  the e x c e p t i o n  in w o r l d  s c a l e  L N G  p r o j e c t s

N u m b e r  1142

MR. L E W I S  s t a t e d  that 30 y e a r s  ago, Alaska, w i t h  t h e  P h i l l i p s  

M a r a t h o n  LNG p r o j e c t  a n d  the U n o c a l  f e r t i l i z e r  p l a n t s  d i d  the same 

t h i n g  a s  today. H e  s t a t e d  t hat t h e s e  a r e  the b i g g e s t  ga s  

d e v e l o p m e n t s  a n y w h e r e  in Alaska, a l t h o u g h  the s t a t e  d i d  n o t  t a k e  a 

d i r e c t  e q u i t y  i n t e r e s t  in the p r o j e c t s  a t  the time. He p o i n t e d  out 

t h e  that p r o j e c t  s p o n s o r s  w e r e  g r a n t e d  a 10- y e a r  t a x  h o l i d a y  w h i c h  

w a s  f u n d a m e n t a l  to the d e v e l o p m e n t  of t h e s e  n o w  h i g h l y  s u c c e s s f u l  

e n t e r p r i s e s .  H e  s t a t e d  that J o h n  Horne, V i c e  C h a i r m a n  of M a r k e t i n g  

Y u k o n  P a c i f i c  C o r p o r a t i o n ,  w a s  the k e y  p l a y e r  in t h e  P h i l li p s  

M a r a t h o n  LN G  p ro ject. He s t a t e d  that Mr. H o r n e  t o l d  h i m  that the 

f i n a n c i a l  c o m m i t m e n t  i n v o l v e d  in that p r o j e c t  was t h e  larg es t  

c o m m i t m e n t  that c o m p a n y  ha d  e v e r  m a d e  to a s i n g l e  p r o j e c t  at that 

point. T h e  f u n d a m e n t a l  d e c i s i o n  in the s t a t e ' s  d e c i s i o n  was  th e  

s t a t e ' s  tax h o l i d a y  for that p r o j e c t .

N u m b e r  1319

R E P R E S E N T A T I V E  J C E  R Y A N  d r e w  Mr. L e w i s ' s  a t t e n t i o n  to p a g e  5, line 

29, a n d  a s k e d  if h e  t h o u g h t  is w a s  r a t h e r  b r o a d  language. H e  a s k e d  

w h e r e  t h e  i n t e r e s t  for the s t a t e ' s  s h a r e  a n d  t h e  s t a t e ' s  f i d u c i a r y  

r e s p o n s i b i l i t y  as e x e r c i s e d  b y  this b d y  c ome in to play, u n d e r  

s u c h  b r o a d  t e r m s .

N u m b e r  1368

MR. L E W I S  r e s p o n d e d  that Y u k o n  P a c i f i c  C o r po r a t i o n ,  h e a r t i l y  

e n d o r s e s  an a m e n d m e n t  to this l e g i s l a t i o n  w h i c h  w o u l d  p r o v i d e  for 

l e g i s l a t i v e  a p p r o v a l  of a n y  c o n t r a c t  n e g o t i a t e d  u n d e r  the 

p r o v i s i o n s  of this bill. R e g a r d l e s s  if it is a N o r t h  S l o p e  ga s  

p r o j e c t  or a C o o k  I nlet ga s  p r o j ec t .  He s t a t e d  tha t  R e p r e s e n t a t i v e  

R y a n  is right that, t h e y  do n o t  k n o w  n o w  what  a c o n t r a c t  w i l l  look 

l ike b e t w e e n  a p r o j e c t  s p o n s o r  g r o u p  a n d  the s t a t e  of Alaska. This 

is b e c a u s e  t h e y  n e e d  to b e t t e r  defii e the cost of a N o r t h  S l o p e  

p r o j ec t .  He p o i n t e d  o ut  that t h e r e  m a y  n o t  b e  a lot that is 

r e q u i r e d  of t h e  s t a t e  if the c o s t  c a n  b e  l o w e r  s i g n i f i c a n t l y .  He 

s t a t e d  that h e  t h o u g h t  this p r o c e s s  w h i c h  e m p o w e r s  t h e  c o m m i s s i o n e r  

of r e v e n u e  to l earn the d e t a i l s  a n d  n e g o t i a t e  a dea l to b e  t h e  best 

w a y  to do this. H e  felt it w o u l d  b e  b e s t  for the c o n t r a c t  to com e  

b e f o r e  the  l e g i s l a t u r e  a f t e r  it is n e g o t i a t e d  a n d  n o t  before.

N u m b e r  1448

R E P R E S E N T A T I V E  R Y A N  s t a t e d  that he h e a r d  t e s t i m o n y  that thi s  w a s  

g o i n g  to f i n a n c i a l l y  be a d i f f i c u l t  p r o j e c t  to put t o g e t h e r  as 

i n v e s t o r s  w e r e  l o o k i n g  at a 17 p e r c e n t  r e t u r n  o v e r  t h e  l i f e  of the 

p r o j e c t  a n d  for v a r i o u s  o t h e r  c o n d i t i o n s  a n d  u n c e r t a i n t i e s  w i t h  

m a r k e t s  a n d  d e v e l o p m e n t s .  He " t a t e d  that n o w  t h i n g s  ha v e  c h a n g e d  

as p e o p l e  ar e  s t a t i n g  that it l o o k s  like a g o o d  deal. H e  a s k e d  

w h a t  h e  t h o u g ht  of th e  p r o p o s i t i o n  of the s t a t e  b e c o m i n g  a p a r t n e r  

u n d e r  th e  f o l l o w i n g  c o n d i t i o n s :  T h e  s t a t e  will h a v e  a r o y a l t y

share, i s s u e  a gas i n d e x  b o n d  a n d  sell it as a h e d g e  to t h e  gas
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buyers, and t h e  r e t u r n  o n  t h e i r  e q u i t y  portion, to l ower the r i s k  

for o t h e r  i n vestors, w o u l d  b e  w h a t  the s t o c k  m a r k e t  has b e e n  for 

the l ast 60 years, 8.5 p e r cent. H e  e x p l a i n e d  that this is 

c o n s i d e r a b l y  l o w e r  that the 17.5 p e r c e n t  of th e  market, c o n s i d e r i n g  

t h e y  a r e  g o i n g  to p a y  t a x es  a n d  r o y a l t i e s  on the project.

N u m b e r  1526

House SPECIAL COMMITTEE ON OIL & GAS Minute 20 Legislature

.IR. L E W I S  r e s p o n d e d  that if the s t a t e  d i d  invest, it she T d  o n l y  be 

b e c a u s e  it is a g o o d  deal, as a n y  i n v e s t o r  w o u l d  a p p r o a c h  a 

p r o j e c t .  He s t a t e d  that he d i d  not h a v e  a v e r y  g o o d  a n s w e r  to his 

qu e s t i o n .

N u m b e r  1557

R E P R E S E N T A T I V E  R Y A N  s t a t e d  that at n o  tim e  w o u l d  he a d v o c a t e  the 

p e r m a n e n t  fun d  i n v e s t i n g  in this project, the b o n d s  w o u l d  be  s o l d  

u s i n g  the  r o y a l t y  g as  as c o l l a t e r a l i z i n g  t h e bonds. He s t a t e d  that 

1.5 w o u l d  be a r e a s o n a b l e  return.

R E P R E S E N T A T I V E  A L A N  K E M P L E N  s t a t e d  that th e  l e g i s l a t i o n  g i v e s  the 

f r a m e w o r k  for w h i c h  the s p o n s o r  g r o u p  can p r e s e n t  t heir p r o p o s a l  to 

the utate. H e  a s k e d  if it w o u l d  be a p p r o p r i a t e  to have, in the 

framework, a s e c t i o n  a s k i n g  a n y  p r o p o s e d  a p p l i c a n t s  to a d d r e s s  the 

i s s u e  of s t a t e  p a r t i c i p a t i o n  a n d  h o w  they w o u l d  p r o p o s e  th e  s t a t e  

c o u l d  p a r t i c i p a t e  in the project.

N u m b e r  1633

MR. L E W I S  s t a t e d  that he c o u l d  not s p e a k  for th e  o th e r  p r o d u c e r s  or 

p r o p o s e d  i n v e s t o r s  but h e  thou g h t  it was an e x c e l l e n t  idea.

N u m b e r  1650

R E P R E S E N T A T I V E  N O R M A N  R O K E B E R G  s t a t e d  that he ha s  s o m e  m a j o r  

c o n c e r n  w i t h  th e terms of the bill that w o u l d  h a v e  an a t - e c t e d  

m u n i c i p a l i t y  s i t t i n g  at t h e  t able a n d  b a r g a i n i n g  w i t h  them. He 

a s k e d  h o w  Mr. L e w i s  felt a b o u t  that from a b u s i n e s s  p e r sp e c t i v e .

N u m b e r  1681

MR. L E W I S  r e s p o n d e d  that it is s i m i l a r  to the q u e s t i o n  of h o w  

g o v e r n m e n t  e n t i t i e s  w h e t h e r  it is the s t a t e  or m u n i c i p a l i t i e s ,  take 

an e q u i t y  p o s i t i o n  in the project. H e  s t a t e d  that the m e c h a n i s m  

for th t ha s  o n l y  v a g u e l y  b e e n  d i s c u s s e d  in terms of p r o p e r t y  tax 

re l i e f  in e x c h a n g e  for an e q u i t y  p o s i t i o n  in the project. He 

s t a t e d  that t h e y  do not h a v e  the answers. H e  s t a t e d  that the 

c o o p e r a t i v e  s p i r i t  that e v e r y b o d y  n e e d s  to go f o r w a r d  is in p l a c e  

a n d  h o w  to b u i l d  on tnat is the q u e s t i o n  t h e y  a r e  asking.

N u m b e r  1739

R E P R E S E N T A T I V E  R O K E B E R G  s t a t e d  that o n e  of his c o n c e r n s  is the m o r e  

p l a y e r s  there are, the t o u g h er  it wi l l  be to m a k e  a deal. He 

s t a t e d  that as h e  u n d e r s t a n d s  the bil l  a l l o w s  e q u i t y  as o n e  of the 

a l t e r n a t i v e s  b u t  r e a l l y  sp e a k s  to the i s s u e  of "in p a y m e n t  of l ieu 

of". He a s k e d  Mr. Lewis h o w  he p e r c e i v e d  this.

N u m b e r  1809
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MR. L E W I S  r e s p o n d e d  tha t  h i s  model is the Pedro va n  M e u r s’ model 

w h i c h  r e a l l y  s p e a k s  to th e p o s i t i o n  on the q u e s t i o n  of fro n t - e n d  

l o a d e d  s y s t e m s  a n d  h o w  to l e v e l i z e  t hose p a y m e n t s  so that the 

p r o j e c t  is n o t  p e n a l i z e d  in its e a r l y  years.

N u m b e r  1812

R E P R E S E N T A T I V E  R O K E B E R G  s t a t e d  that Mr. L e w i s  ha s  l iv e d  in the 

m u n i c i p a l i t y  of A n c h o r a g e  for t h i r t y  to f o r t y  y e a r s  and a s k e d  if he 

w o u l d  d e f i n e  a n  a f f e c t e d  m u n i c i p a l i t y  to b e  i n c l u d i n g  the 

m u n i c i p a l i t y  of A n ch o r a g e ,  p a r t i c u l a r l y  in light of the h i s t o r y  of 

the p a s t  p i p e l i n e  c o n s t r u c t i o n  a n d  t h e  i m p a c t s  o n  A nchorage.

N u m b e r  1831

MR. L E W I S  r e s p o n d e d  that h e  w o u l d  d e f i n e  m u n i c i p a l i t y  as a 

p o t e n t i a l l y  a f f e c t e d  m u n i c i p a l i t y .

N u m b e r  1831

D A V I D  BROOKS, M a n a g e r , A l a s k a  Gas, B r i t i s h  P e t r o l e u m  (BP) 

E x p l o r a t i o n  (Alaska) Inc., r e a d  the f o l l o w i n g  s t a t e m e n t  into the 

record: "In thi s  p o s i t i o n  I a m  r e s p o n s i b l e  for m a n a g i n g  BP's

i n i t i a t i v e s  to c o m m e r c i a l i z e  N o r t h  S l o p e  gas. T h o s e  i nitiatives 

i n c l u d e  t h e  p o s s i b l e  l i q u e f i e d  n a t u r a l  gas export p r o j e c t  a n d  the 

d e v e l o p m e n t  of e c o n o m i c  t e c h n o l o g y  for the c o n v e r s i o n  of gas-to- 

l i q u i d  h y d r o c a r b o n s ,  the s o  c a l l e d  g a s - t o - l i q u i d s  technology.

"I h a v e  b e e n  w i t h  BP for 23 y e a r s  a n d  i n v o l v e d  in the gas b u s i n e s s  

for 16 years. P r i o r  to m o v i n g  to A l a s k a  last November, I wa s  

c o m m e r c i a l  m a n a g e r  of BP's b u s i n e s s  u n i t  in Abu Dhabi, w h i c h  ii in 

the M i d d l e  East w h e r e  BP is a p a r t n e r  in two oil c o n c e s s i o n s  and a 

5 m i l l i o n  ton p e r  y e a r  L N G  project, the A b u  Dhabi Gas L i q u e f a c t i o n  

Company.

"Prior to m y  a s s i g n m e n t  in A b u  Dhabi, I led  the c om m e r c i a l  side of 

BP's p a r t i c i p a t i o n  in the A u s t r a l i a n  N o r t h  Wes t  Shelf L N G  project. 

Today, I w o u l d  l i k e  to b r i e f l y  g i v e  B P ' s  v i e w s  of the p r o p o s e d  

A l a s k a  S t r a n d e d  G a s  D e v e l o p m e n t  L e g i s l a t i o n.

N u m b e r  1899

"This l e g i s l a t i o n  is c l e a r l y  the logical nex t  st e p  f o l l o w i n g  the 

Ga s  C o m m e r c i a l i z a t i o n  R e p o r t  w h i c h  was p u b l i s h e d  e a r l i e r  this year. 

In p a s s i n g  w e  w o u l d  l i k e  to c o m m e n t  that w e  w e r e  e n c o u r a g e d  b y  the 

R e p o r t  a n d  p l e a s e d  to h a v e  b e e n  a b l e  to c o n t r i b u t e  to its 

d e v e l o p m e n t .  F o r  the r e c o r d  w e  w o u l d  like to c o m p l i m e n t  the 

a u t h o r s  of the r e p o r t  o n  a v e r y  p r o f e s s i o n a l  p i e c e  of w o r k  w h i c h  

a d d r e s s e d  the  k e y  iss u e s  in w h a t  is a c o m p l e x  area.

"We a l s o  w e l c o m e d  the o p p o r t u n i t y  to w o r k  w i t h  the stat e' s  team in 

d e v e l o p i n g  thi s  l e g i s l a t i o n  a n d  I a m  a b l e  to c o n f i r m  that BP is 

s u p p o r t i v e  of it.

N u m b e r  1925

"We b e l i e v e  the l e g i s l a t i o n  w o u l d  o f f e r  s p o n s o r s  of s t r a n d e d  gas 

p r o j e c t s  an o p p o r t u n i t y  to n e g o t i a t e  fiscal c o n t ra c t s  w i t h  the 

s t a t e  t h e r e b y  i n c r e a s i n g  the c e r t a i n t y  in r e s p e c t  of the level, 

m e t h o d o l o g y  a n d  r u l e s  for c a l c u l a t i n g  the s t a t e ' s  taxes an d
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r o y a l t i e s  o v e r  t h e  l i f e  of the p ro j e c t .

N u m b e r  1942

"We b e l i e v e  that the e s t a b l i s h m e n t  of a fis c a l  c o n t r a c t  b e t w e e n  the 

p r o j e c t  s p o n s o r s  a n d  the s t a t e  b a s e d  up o n  th e  p r o f i t a b i l i t y  of the 

p r o j e c t  a n d  the p r i n c i p l e s  set o u t  in the l e g i s l a t i o n  w o u l d  e n h a n c e  

the i n t e r n a t i o n a l  c o m p e t i t i v e n e s s  of the p r o j e c t  a n d  r e d u c e  the 

fiscal risks, o n e  of the ke y  o b j e c t i v e s  i d e n t i f i e d  b y  the s t a t e ' s  

c o n s u l t a n t  as n e c e s s a r y  to i m p r o v e  the  e c o n o m i c  a t t r a c t i v e n e s s  of 

a N o r t h  S l o p e  g a s  d e ve l o p m e n t .

"We r e c o g n i z e  tha t  as the l e g i s l a t i o n  is d i s c u s s e d  t h e r e  m a y  be 

i s s u e s  a n d  q u e s t i o n s  w h i c h  m a y  arise. W e  look f o r w a r d  to w o r k i n g  

w i t h  the m e m b e r s  of th e  l e g i s l a t u r e  as t h e y  c o n s i d e r  the m e r i t s  of 

this legislation.

"T h a n k  you for this o p p o r t u n i t y  to c o m m e n t  a n d  e x p l a i n  BP's v i e w s . "  

N u m b e r  1986

R E P R E S E N T A T I V E  R O K E B E R G  a s k e d  w h a t  his p e r c e p t i o n  is of h a v i n g  the 

m u n i c i p a l i t i e s  i n v o l v e d  a n d  what type of an im p a c t  a n d  a r r a n g e m e n t s  

w o u l d  b e  n e e d e c  to c r e a t e  a v i a b l e  s p o n s o r  group.

N u m b e r  2020

MR. B R O O K S  r e p l i e d  that the w o r k  that w a s  d o n e  on the g a s  

c o m m e r c i a l i z a t i o n  r e p o r t  i d e n t i f i e d  that the f i s c a l  r e g i m e  is v e r y  

f r o n t - e n d  l o a d e d  a n d  regressive, it s u g g e s t e d  a m o r e  p r o g r e s s i v e  

regime, p e r h a p s  p r o f i t s  related. O n e  of th e  c o n s e q u e n c e s  of this, 

w h i c h  is r e c o g n i z e d  in the r e p o r t  is that it g i v e s  r i s e  to th e  

i ssue of f o p e r t y  tax. He s t a t e d  that he has me t  w i t h  two of the 

m a y o r s  in A n c h o r a g e  to d i s c u s s  this issue, t h e y  w e r e  c o n c e r n e d  tha 

t h e y  w e r e  e x c l u d e d  f rom the p r e v i o u s  n e g o t i a t i o n s  on the T A P S  a n d

felt that t h e y  w e r e  m a k i n g  a p o i n t  to b e  i n c l u d e d  in the

n e g o t i a t i o n s  for a gas p i peline. He e x p l a i n e d  t hat t h e y  felt an 

i n n o v a t i v e  w a y  of a p p r o a c h i n g  this p r o b l e m  w a s  n e c e s s a r y .  He 

s t a t e d  that he w o u l d  w e l c o m e  a n y  s u g g e s t i o n s  that w o u l d  h e l p  in a n y  

w a y  to c o m b i n e  all the p a r t i e s  t o g e t h e r  so that e v e r y o n e  is

s a t i s f i e d  w i t h  the o u t c o m e  of th e  project.

MR. B R O O K S  s t a t e d  that in r e s p e c t  to the n e g o t i a t i o n  the 

l e g i s l a t i o n  e n v i s i o n s  a fiscal c o n t r a c t  u n d e r  w h i c h  th e  p a r t i e s  in 

the L N G  project, w o u l d  p a y  a s u m  in lieu of taxes. H o w  the ta x  is 

a l l o c a t e d  a m o n g s t  the v a r i o u s  g o v e r n m e n t  b o d i e s  s h o u l d  b e  d i s c u s s e d  

b e t w e e n  those g o v e r n m e n t  bouies. H e  a g r e e d  that th e  m o r e  p e o p l e  

t h e r e  a r e  at the t a b l e  the s l o w e r  the n e g o t i a t i o n s  w o u l d  be. 

h o w e v e r  that s h o u l d  be s een as a m e c h a n i s t i c  i s s u e  r a t h e r  than a 

p r i n c i p l e  issue.

N u m b e r  2122

R E P R E S E N T A T I V E  R O K E B E R G  a s k e d  if th e  impa c t s  of th e  d e v e l o p m e n t  in 

the N o r t h w e s t  s helf of Austr a l i a ,  c o u l d  b e  a p p l i e d  to t his p r o j e c t .

N u m b e r  2142

MR. B R O O K S  r e p l i e d  that there w e r e  s i g n i f i c a n t  impacts, as it wa s  

the largest i n v e s t m e n t  in A u s t r a l i a  an d  has b e e n  u s e d  to d e v e l o p  a
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gas m a r k e t  in the N o r t h w e s t  s helf area. O n e  of th e  d i f f e r e n c e s  is 

the g a s  field is 120 m i l e s  of f  th e  N o r t h w e s t  s he l f  of Australia, 

the i n f r a s t r u c t u r e  h a d  to b e  m o s t l y  fund e d  b y  the project.

N u m b e r  2182

R E P R E S E N T A T I V E  R Y A N  s t a t e d  that t h e r e  a r e  a lot of u n c e r t a i n t i e s  

to t h e  cost of th e  project, h e  a s k e d  if t h e r e a r e  a n y  m o r e  

c e r t a i n t i e s  at thi s  time.

N u m b e r  2243

MR. BR O O K S  r e p l i e d  that the d e v e l o p m e n t  of the L N G  m a r k e t  a n d  the 

u n c e r t a i n t y  of th e  fin a n ci a l  s i t u a t i o n  in th e  Far East is s till a 

factor. At the m o m e n t  there ar e  low oil p r i c e s  a n d  a r e d u c t i o n  in 

L N G  demand. He s t a t e d  that K o r e a  has d r o p p e d  in 1998, 1.5 m i l l i o n  

tons of L N G  and a r e  no t  p r e p a r e d  to m a k e  f o r e c a s t s  of t heir L N G 

d e m a n d  until A p r i l  of this year. He s t a t e d  that in J a p a n  the 

s u p p l i e s  of LNG a r e  f ixed f r o m  April t h r o u g h  M a r c h  an d  their 

d i s c u s s i o n s  are o n g o i n g .  J a p a n  w i l l  m e e t  t heir c o n t r a c t u a l  

o b l i g a t i o n s  but w i l l  not  do a n y  m o r e  than that. H e  e x p l a i n e d  that 

t h e y  w o u l d  h ope to see some g r o w t h  w i t h  Taiwan. T h e  d e m a n d  for L N G  

is t he r e  in the future, it is p r o b a b l y  just p u s h e d  b a c k  a few 

years. He s t a t e d  that he w i l l  b e  in T a i w a n  a n d  m a y  be a b l e  to g i v e  

m o r e  i n f o r m a t i on  u p o n  his return.

N u m b e r  2369

R E P R E S E N T A T I V E  R Y A N  a s k e d  w h a t  his a s s e s s m e n t  is of the m a r k e t  in 

China.

MR. BRO O K S  r e p l i e d  that if t he  e n e r g y  d e m a n d  from C h i n a  is huge, 

th e y  r e l y  a lot o n  coal b r o u g h t  d o w n  f ro m  the N o r t h  of China. It 

is BP' s  v i e w  that C h i n a  is a d e v e l o p i n g  L N G  m a r k e t  bu t  a r e  no t  s u r e  

if t h e y  are r e a d y  for a l a r g e  LNG project. H e  p r o j e c t e d  that in 

the n e x t  10 to 15 y e a r s  C h i n a  w o u l d  s tart to i mp o r t  1 to 2 m i l l i o n  

tons of L N G  a y e a r  a n d  b u i l d  u p  to 15 tons. He  a s s e r t e d  that 

A l a s k a  sho u l d  a i m  towa r d s t he i r  market.

N u m b e r  2427

R E P R E S E N T A T I V E  K E M P L E N  a s k e d  what his a s s e s s m e n t  is of A R C O ' s  t i m e­

line.

N u m b e r  2442

MR. B R O O K S  r e p l i e d  that BP n e e d s  to w o r k  h a r d  on the p r o j e c t  to 

r e d u c e  the costs, on c e  this is a c h i e v e d  then B P  ca n  p l a c e  the 

p r o j e c t  b e f o r e  the buyers. H e  s t a t e d  that t h e y  a r e  c o n s i d e r i n g  

A R C O ' S  ideas.

T A P E  98-12, S IDE B 

N u m b e r  0015

R E P R E S E N T A T I V E  K E M P L E N  s t a t e d  that in r e g a r d s  to the c o n t r a c t s  w h e n  

A l a s k a  is look i n g  at d e v e l o p i n g  t heir c o n t r a c t  for n a t u r a l  g a s  w i t h  

the n o t i o n  of certainty, a n y  c o n t r a c t  s h o u l d  h a v e  the  typ e  of 

f l e x i b i l i t y  so that t h e r e  is a n  a l l o w a n c e  for s c h e d u l e d  p e r i o d i c  

r e v i e w  of the d e m a n d  for n a t u r a l  gas in o r d e r  to a c c o m m o d a t e  

ch a n g e s  in the m a r k e t  place. He s t a t e d  that w i t h i n  the tim e  f rame
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of th e  pr o ject, C h i n a  w i l l  c e r t a i n l y  b e  a b u y e r  of L N G  a n d  a n y  

c o n t r a c t  w o u l d  h a v e  to h a v e  the f l e x i b i l i t y  to a c c o m m o d a t e  that 

i n c r e a s e d  demand. H e  a s k e d  if that  w a s  correct.

N u m b e r  0076

MR. B R O O K S  s t a t e d  that he  wa s  t a l k i n g  a b o u t  th e  Ab u  Dhabi Gas 

L i q u e f a c t i o n  C o m p a n y  P r o j e c t  a n d  it is u n d e r w r i t t e n  b y  a 5 m i l l i o n  

ton p e r  y e a r  c o n t r a c t  t h r o u g h  T o k y o  E l e c t r i c  Power Company. He 

e x p l a i n e d  that t h e y  h a v e  c o m m i t t e d  to b u y  5 m i l l i o n  tons of L N G  a 

y e a r  for 25 ye a r s .  He s t a t e d  that t here is n o  f l e x i b i l i t y  o t h e r  

t h e n  a m i n o r  10 p e r c e n t  d o w n w a r d  flex i b il i t y .  He s t a t e d  that the 

c o m p a n y  f ound that the y  c o u l d  p r o d u c e  m o r e  tha n  5 m i l l i o n  tons, so 

t h e y  s o l d  it o n  a t h r e e - y e a r  b a s i s  to K o r e a  on  an e x e m p t i o n  that a 

t e c h n i c a l  e l e c t r i c  p o w e r  c o m p a n y  w i l l  c o m e  a l o n g  a n d  take the w h o l e  

of t h e  g a s  p r o j e c t .  He s t a t e d  that L N G  p r o j e c t s  a r e  u n d e r w r i t t e n  

b y  o n e  o r  two m a j o r  s al e s  c o n t r a c t s  w h i c h  d e f i n e  for the life of 

t h e  c o n t r a c t  t h e  o b l i g a t i o n  of the p r o j e c t  to s u p p l y  a q u a n t i t y  of 

L N G  a n d  a b a l a n c i n g  o b l i g a t i o n  of a b u y e r  to p u r c h a s e  that q u a n t i t y  

of LNG. He s t a t e d  that o t h e r  then the d o w n w a r d  flex b i l i t y  t here 

is n o  f l e x i b i l i t y  in t h o s e  c o n t r ac t s .  H e  s t a t e d  that the gas is 

e f f e c t i v e l y  pre - s o l d .  C o n t r a c t s  c a n  not b e  c h a n g e d  it is a fixed- 

t e r m  contract.

N u m b e r  0175

R E P R E S E N T A T I V E  K E M P L E N  a s k e d  if it w a s  c o r r e c t  that in order to 

m a k e  the p r o j e c t  e c o n o m i c a l l y  v i a b l e  the m o r e  the c o s t  s h o u l d  be 

r educed, as it w o u l d  then r e d u c e  the  a m o u n t  of LN G  that a firm 

c o m m i t m e n t  is n e e d e d  in o r d e r  to m a k e  t h i s  p r o j e c t  go. H e  st a t e d  

t ha t  a n y t h i n g  b e y o n d  that b e c o m e s  p r o f i t  a nd  t h e r e  is m o r e  

f l e x i b i l i t y  to tak e  a d v a n t a g e  of o p p o r t u n i t i e s  i* th e  marketplace.

N u m b e r  0208

MR. B R O O K S  s t a t e d  that he  w o u l d  a g r e e  w i t h  his line of r e a s o n i n g  

b u t  in r e s p e c t  to this p r o j e c t  it w o u l d  cost  o v e r  $15 b i l l i o n  a n d  

in o r d e r  to p r o d u c e  a d e q u a t e  p r o f i t  to r e m u n e r a t e  that cost, 14 

m i l l i o n  tons of L N G  w o u l d  n e e d  to b e  sold. He s t a t e d  that the 

r e s u l t s  of the w o r k  d o n e  as p a r t  of the g a s c o m m e r c i a l i z a t i o n  

r e p o r t  s h o w e d  that is not c u r r e n t l y  e c o n o m i c  as 14 m i l l i o n  tons 

d o e s  not r e m u n e r a t e  $15 b i l l i o n .  H e  s t a t e d  that the first step is 

to r e d u c e  that $15 b i l l i o n  u n t i l  t h e r e  is a level w h e r e  the risks 

a n d  the r e w a r d s  balance. H e  a g r e e d  that at that p o i n t  the extra 

L N G  is t h e n  a profit.

N u m b e r  0257

R E P R E S E N T A T I V E  K E M P L E N  a s k e d  w h e n  d i d  he see the c o s t s  b e i n g  n a i l e d  

d o w n .

N u m b e r  0275

MR. B R O O K S  s t a t e d  that t h e y  a r e  just f i n i s h i n g  a t e c h n i c a l  p r o g r a m  

w i t h  the ga s  o w n e r s  a n d  a r e  l o o k i n g  at w h e r e  a n d  ho w  t h e y  will go 

forward. He s t a t e d  the M a r c h  is w h e n  t h e y  h o p e  to h a v e  a 

d e c i s i o n .

R E P R E S E N T A T I V E  K E M P L E N  a s k e d  that t h e  n a i l i n g  d o w n  of the cost 

c o m e s  w i t h  the c o n c e p t u a l  e n g i n e e r i n g .
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MR. B R O O K S  r e s p o n d e d  that yes is p a r t  of AR C O ' s  p r o p o s a l s .  H e  

s t a t e d  that an a g g r e s s i v e  cos t  r e d u c t i o n  p r o g r a m  n e e d s  to b e  done.

N u m b e r  0318

R E P R E S E N T A T I V E  T O M  B R I C E  s t a t e d  that g i v e n  the n e e d  to j u s t i f y  the 

b a s e  project, he a s k e d  h o w  m u c h  c o n f i d e n c e  d oe s  t h e  bil l  g i v e  Mr. 

Brooks, in terms of p r o v i d i n g  a s t a b i l i z e d  fiscal s y s t e m  o n  the 

s t a t e ' s  behalf.

N u m b e r  0347

MR. B R O O K S  s t a t e d  that h e  sees the bill as e n a b l i n g  l e gi s l a t i o n .

It w o u l d  e n a b l e  the p r o j e c t  s p o n s o r  to n e g o t i a t e  w i t h  the s t a t e  a 

f i s c a l  contract. T h e  fiscal c o n t r a c t  w o u l d  p r o v i d e  the fiscal term 

c e r t a in t y .  H e  s t a t e d  that t h e r e  are q u e s t i o n s  as to w h e t h e r  o r  not 

that c e r t a i n t y  ca n  b e  a c h i e v e d  a n d  t h e r e  are d i f f e r i n g  views. He 

s t a t e d  that BP b e l i e v e s  that it is p o s s i b l e  a n d  w o u l d  like  to se e  

a fiscal c o n t r a c t  n e g o t i a t e d  a n d  test w h e t h e r  t h e  c e r t a i n t y  is 

a v a i l a b l e  p e r h a p s  b y  t a k i n g  the i ssue to the s u p r e m e  court.

N u m b e r  0391

R E P R E S E N T A T I V E  B R I C E  a s k e d  if B P  w o u l d  s e e  this l e g i s l a t i o n  not  as 

the e n d  all of th e  p r o j e c t  bu t as p a r t  of the c a t a l y s t  to e n s u r e  

that this lon g  p r o c e s s  c o n t i n u e s  an d  a c c e l e r a t es .

MR. B R O O K S  s t a t e d  that is a n  e l e m e nt  in r e m o v i n g  the r isks in t h e  

project.

N u m b e r  0407

R E P R E S E N T A T I V E  R Y A N  r e f e r r e d  to an a r t i c l e  a b o u t  LNG d e m a n d  a n d  

s h i p p i n g  a n d  the 100 p e r c e n t  i n c r e a s e  of d e m a n d  t hat is p r e d i c t e d .  

He s t a t e d  that t h e s e  p r o j e c t i o n s  w o u l d  i n d i c a t e  that the m a r k e t  is 

t h e r e a n d  there s h o u l d  not be d i f f i c u l t y  in a r r a n g i n g  the 

contr a c t s .  He a s k e d  if th e  p r e d i c t i o n s  s e e m  r e a s o n a b l e  to him.

N u m b e r  0479

MR. B R O O K S  r e p l i e d  that h e  c o u l d  not c o m m e n t  on t h e  a r t i c l e  but 

w o u l d  b e  i n t e r e s t e d  to k n o w  the d a t e s  that the r e v i e w s  w e r e  d o n e  

b e c a u s e  the d e m a n d  is c o n s t a n t l y  changing. In g e n e r a l  terms he 

w o u l d  a g r e e  that t h e r e  is a m a r k e t  for LNG. He e x p l a i n e d  tha t  the 

o b j e c t  is to get an e c o n o m i c  project, as it doe s  n o t  m a t t e r  the 

size, if a n  e c o n o m i c  p r o j e c t  can not b e  p r es e n t e d .  H e  s t a t e d  that

th e  b u y e r s  are th e  o nes w h o  wil l  c h o o s e  w h i c h  p r o j e c t  to g o  a h e a d

with, at the m o m e n t  BP's p r o j e c t  is not  on t he  t a b l e  b e c a u s e  it is 

n o t  economic. H e  s t a t e d  that t h er e  is t w i c e  as m u c h  L N G  s u p p l y  

c h a s i n g  the a m o u n t  of demand. He r e i t e r a t e d  that the p r o j e c t  first 

ha s  to be e c o n o m i c a l  an d  t h e n  the talks w i t h  the b u y e r s  can  begin.

N u m b e r  0560

R E P R E S E N T A T I V E  R O K E B E R G  a s k e d  if BP has taken a p o s i t i o n  on A R C O ’s

s t a t e m e n t  to get p r i m a r y  e n g i n e e r i n g  u n d e r w a y  this year.

N u m b e r  0586
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MR. B R O O K S  r e p l i e d  that the y h a v e  b e e n  m e e t i n g  w i t h  A R C O  a n d  t h e y  

a r e  c o n s i d e r i n g  t h e i r  p r o p o s a l  a n d  wil l  g i v e  the< r a n s w e r  in M a r c h  

as requested.

N u m b e r  0642

R E P R E S E N T A T I V E  C O N  B U N D E  s t a t e d  that the C o n s t i t u t i o n a l  B u d g e t  

R e s e r v e  (CBR) is a vital r e s e r v e  account. T h i s  y e a r  they a r e  

l o o k i n g  at u s i n g  a q u a r t e r  to o n e - t h i r d  of the C B R  a n d  a s k e d  h o w  

the p o t e n t i a l  d r a i n  of the C B R  w o u l d  a f f e c t  his n e g o t i a t i o n s  o n  a 

c o n t r a c t  for t h e  buyer.

N u m b e r  0700

MR. B R O O K S  r e s p o n d e d  that the buyer, w h e n  look i n g  for projects, 

lo o k  for an e c o n o m i c  project. O n c e  c o n t r a c t e d  the b u y e r  n e e d s  the 

c e r t a i n t y  that the p r o d u c t  w i l l  b e  there. He s t a t e d  that w i t h  LN G  

p r o j e c t s  there is a tied b u y e r  a n d  tied supplier. T h i s  is w h y  the 

b u y e r  w o u l d  b e  i n t e r e s t e d  in u n d e r s t a n d i n g  the fiscal s y s t e m  in 

A l a s k a.  He s t a t e d  that in the A b u  D habi p r o j e c t  t h e y  d e v e l o p e d  a 

p r i c i n g  c o n t r a c t  w h i c h  s u p p o r t e d  the p r i c e  of L N G  at v e r y  lo w  oil 

p r i c e s  a n d  p r o v i d e d  it at a d i s c o u n t  at h i g h e r  oil prices, this is 

c a l l e d  an S curve. H e  s t a t e d  that a n  S c u r v e  p r o t e c t s  the p r o j e c t  

r e v e n u e s  and t h e  taxes that the proj e c t pays.

N u m b e r  0850

R E P R E S E N T A T I V E  B U N D E  a s k e d  if t h e re  ar e  m e c h a n i s m s  b u i l t  into 

r e d u c e  the risk of the buyer.

N u m b e r  0862

MR. B R O O K S  r e s p o n d e d  that the p r i c e  is f ixed as g o i n g  b e t w e e n  

c e r t a i n  oil prices, o u t s i d e  of t hose figures it w o u l d  be a 

r e n e g o ti a t i o n .  He s t a t e d  that t h er e  is a lin e a r  p o r t i o n  of the 

p r i c i n g  c u r v e  w h e r e  the L N G  is p r i c e d  p r o p o r t i o n a t e l y  to c r u d e  oil. 

He s t a t e d  that it s u p p o r t s  the re v e n u e s  to the L N G  project.

N u m b e r  0919

R E P R E S E N T A T I V E  R Y A N  c o m m e n t e d  if there is a d i s c o’:nt on the h i g h  

en d  w o u l d  the t axes b e  c o r r e s p o n d e n t l y  d iscounted.

N u m b e r  1002

B E V E R L Y  MENTZER, Bu s i n e s s  D e v e l o p m e n t  Manager, E x x o n  C o m p a n y  USA, 

s t a t e d  that she is r e s p o n s i b l e  for the c o m m e r c i a l i z a t i o n  of E x x o n ' s  

s i g n i f i c a n t  A l a s k a  ga s  reserves. She rea d  the f o l l o w i n g  s t a t e m e n t  

into the record: "Exxon has a k een i n terest in c o m m e r c i a l i z i n g  the

N o r t h  Slope gas r e s e r v e s  a n d  is v e r y  p l e a s e d  to s e e t h e e f f o r t  a n d  

p r o g r e s s  that h a s  b e e n  m a d e  b y  the state in p r o g r e s s i n g  the 

d e v e l o p m e n t  of a l o n g - t e r m  s t a b l e  and a p p r o p r i a t e  fiscal regime.

W e  b e l i e v e  it w i l l  t ake a c o m b i n a t i o n  of fiscal a n d  r e g u l a t o r y  

m o d i f i c a t i o n s  a n d  certainty, f a v o r a b l e  m a r k e t  terms a n d  s i g n i f i c a n t  

c o s t  r e d u c t i o n s  for a N o r t h  S l o p e  gas p r o j e c t  to be c o m p e t i t i v e  a n d  

c o m m e r c i a l l y  viable.

"E n a b l i n g  l e g i s l a t i o n  is a g o o d  start, s i n c e  it p r o v i d e s  t h e  b a s i s  

for t h e  n e g o t i a t i o n  of a b i n d i n g  fiscal contr a c t  that e n h a n c e s  the 

c o m p e t i t i v e n e s s  an d  c o m m e r c i a l  v i a b i l i t y  of an A l a s k a  gas p r o j e c t
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w h i l e  m e e t i n g  w i t h  the l o n g - t e r m  fiscal i n t e r e s t s  of the state.

T h e  s t a t e ' s  c u r r e n t  fiscal s y s t e m  is n o t f a v o r a b l e  for d e v e l o p m e n t  

of a g a s  p r o j e c t  b e c a u s e  the s y s t e m  is regres s i v e,  f r o n t - e n d  l o a d e d  

a n d  c a n  be  u n i l a t e r a l l y  c h a n g e d  b y  the s t a t e  at a n y  time. T h e s e  

f acts h a v e  b e e n  s u p p o r t e d  in d i f f e r e n t  w a y s  b y  f e e d - b a c k  f r o m  the 

market, th e  state, the s t a t e  c o n s u l t a n t  a n d  p r o d u c e r s .

"A c o m p e t i t i v e  p r o j e c t  n e e d s  to h a v e  a l o n g - t e r m  s t a b l e  a n d  

a p p r o p r i a t e  fi s c a l  regime. T h e  fiscal t e r m s  s h o u l d  b e  a f u n c t i o n 

of the p r o f i t a b i l i t y  of a project, b a l a n c e  s t a t e  s h a r e  w i t h  

i n v e s t o r  r i s k  a n d  reward, p r o v i d e  i n c e n t i v e s  for p r o f i t  i m p r o v e m e n t  

u n d e r  a r a n g e  of e c o n o m i c  c o n d i t i o n s ,  a n d  b e  c l e a r  a n d  u n a m b i g u o u s  

in t h e i r  i m p l e m e n t a t i o n .  F i s c a l  c e r t a i n t y  s h o u l d  b e  p r o v i d e d  

t h r o u g h  a c o n t r a c t  that s p e c i f i e s  the t e r m s  for the l ife of the 

p r o j e c t .

" With r e g a r d s  to H B  393, E x x o n  b e l i e v e s  it p r o v i d e s  r e a s o n a b l e  

g u i d e l i n e s  a n d  b o u n d a r i e s  for the d e v e l o p m e n t  of a fi s c a l  contract. 

A d d i t i o n a l l y ,  w e  w o u l d  s u p p o r t  l a n g u a g e  that p r o v i d e s  the 

l e g i s l a t u r e  w i t h  th e  m e a n s  to r e v i e w  a n d  a p p r o v e  a n y  p r o p o s e d  

c o n t r a c t  t e r m s  d e v e l o p e d  b y  t h e  A d m i n i s t r a t i o n .

"The p a s s a g e  of f i s c a l  l e g i s l a t i o n  is an a p p r o p r i a t e  an d  impo r t a n t  

s t e p  for the s t a t e  of A l a s k a  to take. W e  c o m m e n d  th e  s t a t e  for all 

the e f f o r t  tha t  h a s  b r o u g h t  us to this point; HCR  1, HB 250 an d the 

w o r k  b y  th e D e p a r t m e n t  of Revenue, D e p a r t m e n t  of Law, D e p a r t m e n t  of 

N a t u r a l  R e s o u r c e s  a n d  D e p a r t m e n t  of Labor, t h r o u g h o u t  the i n t er i m  

a n d  w e  h o p e  y o u  c o n t i n u e  to m a k e  p r o g r e s s  in this effect.

"I w o u l d  b e  g l a d  to r e s p o n d  to a n y  q u e s t i o n s  now."

N u m b e r  1146

R E P R E S E N T A T I V E  R O K E B E R G  a s k e d  if E x x o n  h a d  t a k e n  a p o s i t i o n  on 

A R C O ' s  p l a n  to g e t  the p r e l i m i n a r y  c o n s t r u c t i o n  u n d e r w a y  this year.

N u m b e r  1159

MS. M E N T Z E R  r e p l i e d  that t h e y  are t a l k i n g  w i t h  the p r o d u c e r s  and

h a v e  yet to d r a w  a c o n c l u s i o n  o n  t h e i r f u t u r e  w o r k  plans.

N u m b e r  1169

R E P R E S E N T A T I V E  R O K E B E R G  a s k e d  if E x x o n  p l a n n e d  to r e s p o n d  b y  March.

MS. M E N T Z E R  s t a t e d  that t h e y  d i d  i n t e n d  to respond.

N u m b e r  1188

R E P R E S E N T A T I V E  K E M P L E N  s t a t e d  that B P  b r o u g h t  in D a v i d  Brooks, a 

p e r s o n  w i t h  e x t e n s i v e  e x p e r i e n c e  in d e v e l o p i n g  n a t u r a l  gas 

pro j e c t s,  w h i c h  i n d i c a t e s  to h i m  a s i n c e r e  c o m m i t m e n t  b y  the 

c o r p o r a t i o n  to lo o k  at th e  p r a c t i c a l  iss u e s  i n v o l v e d  in the 

p r o j e c t .  -sked if E x x o n  ha s p l a n s  to b r i n g  a s i m i l a r  p e r s o n  to

A l a s k a .

N u m b e r  1241

MS. M E N T Z E R  r e p l i e d  that E x x o n  d oes n o t h a v e  p l a n s  to b r i n g  a 

s i m i l a r  p e r s o n  u p  to Alaska, t h e y  do n o t  h a v e  a l a r ge  w o r k  force in
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A l a s k a  s i n c e  the y  ar e  no t  an o p e r a t o r  in Alaska. Sh e  s t a t e d  that 

t here are 40 p e o p l e  w h o  a r e  w o r k i n g  on this effort, it is m o s t  

e f f e c t i v e  to c o m e  up to A l a s k a  as n e e d e d  a n d  a s s u r e d  t he  c o m m i t t e e  

that the p r o j e c t  is g e t t i n g  q u i t e  a bi t  if a ttention.

R E P R E S E N T A T I V E  R Y A N  a s k e d  h o w  if Exxon, is not an o p e r a t o r  in 

Alaska, a b l e  to own gas in the P r u d h o e  B a y  fields.

MS. M E N T Z E R  s t a t e d  that it was t h r o u g h  the l e a s i n g  process.

N u m b e r  1349

C H A I R M A N  H O D G I N S  a s k e d  C o m m i s s i o n e r  C o n d o n  to a n s w e r  som e 

q u e s t i o n s .

N u m b e r  1367

R E P R E S E N T A T I V E  R O K E B E R G  r e f e r r e d  to the i ssue of l e g i s l a t i v e  

a p p r o v a l  a n d  a s k e d  if h e  p a r t i c i p a t e d  in a n y  of t h e  d i s c u s s i o n s  on 

H B  207.

W I L S O N  CONDON, C o m m i s s i o n e r  D e p a r t m e n t  of Revenue, r e p l i e d  that h e  

d i d  not.

R E P R E S E N T A T I V E  R O K E B E R G  s ta t e d  that the i s s u e  of l e g i s l a t i v e  

a p p r o v a l  w a s  debated a n d  wa s  s a t i s f a c t o r i l y  r e s o l v e d  in r e g a rd s  to 

HB 207. He a d v i s e d  that the con 'tissioner loo k  at this.

N u m b e r  1464

C O M M I S S I O N E R  C O N D O N  r e p l i e d  that th e  l a n g u a g e  in H B  393 tracks the 

the l a n g u a g e  of HB 207. He s t a t e d  that formal l e g i s l a t i v e  

a pproval, e i t h e r  r e q u i r e d  or as result of the e x e c u t i v e  branch, is 

v e r y  i m p o r t a n t  for this arr a n g e me n t .

N u m b e r  1522

R E P R E S E N T A T I V E  R O K E B E R G  a s k e d  w h a t  the m e c h a n i s m  w as  for approval. 

N u m b e r  1540

C O M M I S S I O N E R  C O N D O N  s t a t e d  that he d i d  n o t  know, b ut  the 

l e g i s l a t u r e  is g iv e n  an o p p o r t u n i t y  to r e v i e w  the p e r t i n e n t  

material. He s t a t e d  that u n l i k e  H B  207 the G o v e r n o r  does  not s i g n  

off on the deal.

N u m b e r  1629

R E P R E S E N T A T I V E  R O K E B E R G  a s k e d  if a formal l e g i s l a t i v e  a p p r o v a l 

w o u l d  get in the w a y  of p r o j e c t  c o m p l e t i o n  or  the time-line.

N u m b e r  1686

C O M M I S S I O N E R  C O N D O N  r e p l i e d  that h e  d i d  no t  t h in k  it w o u l d  get in 

the w a y  of a t i m e - l i n e  b e c a u s e  t h e  time s p a n  is so great.

N u m b e r  1769

R E P R E S E N T A T I V E  R O K E B E R G  a s k e d  if this p a r t i c u l a r  c o n t r a c t  w o u l d  b e  

negotiated, a p p r o v e d  a n d  e x e c u t e d  p r i o r  to o t h e r  m a j o r  steps b e i n g
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m a d e  o r  p a r a l l e l  to the o t h e r  m a j o r  steps.

N u m b e r  1788

C O M M I S S I O N E R  C O N D O N  r e p l i e d  that t h e y  b e l i e v e  that a fiscal 

c o n t r a c t  a n d  its d e v e l o p m e n t  w ill b e  an eff o r t  that goes in 

p a r a l l e l  w i t h  r e s p e c t  to m o v i n g  the p r o j e c t  forward.

N u m b e r  1827

R E P R E S E N T A T I V E  R O K E B E R G  s t a t e d  that it seems that the c o m m u n i t i e s  

a r e  i n v i t e d  to the t a b l e b u t  it is not d e f i n e d  as to w h o  t he y  are, 

n o r  is the s c o p e  of their a b i l i t y  to eff e c t  the n e g o t i a t i o n s  

defined, o ther then to s t a t e  that t h e y  w o u l d  b e  "rec e i v i n g  p a y m e n t  

in l i e u  o f " .

N u m b e r  1910

C O M M I S S I O N E R  C O N D O N  r e p l i e d  that the bill doe s  not put the 

c o m m u n i t i e s  at the n e g o t i a t i n g  t a b l e  it imposes the o b l i g a t i o n  on 

t h e  c o m m i s s i o n e r  of r e v e n u e  in p u t t i n g  t og e t h e r  a set of fiscal 

t e r m s  a n d  then s h a r i n g  the p a y m e n t s  that c o m e  out of those terms.

He  s t a t e d  that it is s o m e t h i n g  that the c o m m i t t e e  m a y  c hose to 

c h a n g e .

N u m b e r  2009

R E P R E S E N T A T I V E  K E M P L E N  r e f e r r e d  to the n e e d  to r e d u c e  risks an d  

p r o v i d e  m o r e  c e r t a i n t y  for t h e  p a r t i c i p a n t s  of this project. He 

a s k e d  if a n y  t h o u g h t  w a s  g i v e n  to r e d u c i n g  the r isk for the pu b l i c  

sector. T h e r e  is the n o t i o n  of b a c k - e n d  load in g  a lot of the 

b e n e f i t s  a n d  if s o m e t h i n g  we r e  t' h a p p e n  to the m a j o r  p r i n c i p a l s  

in the s p o n s o r  group, a n d  the ne w  p l a y e r  a s k e d  for a r e - n e g o t i a t i o n  

of the contract, w o u l d  t he r e  b e  a w a y  to m i n i m i z e  the risk  that 

w o u l d  occur.

N u m b e r  2126

C O M M I S S I O N E R  C O N D O N  r e p l i e d  that the l e g i s l a t i o n  requires that the 

c o m m i s s i o n e r  d e a l s  w i t h  c h a n g i n g  of p a r t i e s  a n d  that a d e q u a t e  

s e c u r i t y  p r o v i s i o n s  be p r o v i d e d  in the fiscal contract. The 

c o n t r a c t  w o u l d  b e  c o n s t r u c t e d  in a w a y  that the state is e x p o s e d  to 

t h e  r i s k  of t he  p r o j e c t  but not to the r isks that the s p o nsors 

o t h e r w i s e  e n g a g e  in, for e x a m p l e  b u s i n e s s  t r o u b l e  o u t s i d e  the 

p r o j e c t .  However, t here is t alk to take some of the risks, that 

t h e y  w o u l d  n o t  b e  t a k i n g  u n d e r  the p r e s e n t  fiscal system.

N u m b e r  2264

R E P R E S E N T A T I V E  K E M P L E N  a s k e d  that o n e  w a y  to r e d u c e  that risk w o u l d  

b e  for the s t a t e  to b e c o m e  an e q u i t y  i n v e s t o r  in the project.

N u m b e r  2277

C O M M I S S I O N E R  C O N D O N  r e p l i e d  that currently, h e  d i d  not see h ow  the 

s t a t e  b e c o m i n g  an e q u i t y  i n v e s t o r  in the p r o j e c t  changes the risks 

in the project. He s t a t e d  that it m a y  b e  that i nvesting in the 

p r o j e c t  is a w i s e  t hing to d o  a n d  p r o v i d e s  a r e t u r n  to the state 

b u t  the stat e ' s  i n v e s t i n g  in the p r o j e c t  w o u l d  not ch a n ge  the 

e c o n o m i c s  of the project.
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N u m b e r  2366

R E P R E S E N T A T I V E  R Y A N  r e f e r r e d  to A r t i c l e  2, a n d  the s p e c i f i c  s tate 

c u t s  a n d  a s k e d  w h y  is t h e  f r o n t - m d  so b r o a d  but th e  s h a r e s  a n d  the 

c o n c e s s i o n s  that w i l l  b e  g i v e n  is so de f i n i te .

T A P E  98-13, S I D E  A 

N u m b e r  0031

R E P R E S E N T A T I V E  R Y A N  a s k e d  w h y  the c r i t e r i a  is so b r o a d  a n d  n o t h i n g  

is s p e l l e d  o u t  as to w h a t  is r e q u i r e d  of the sponsors.

N u m b e r  0108

C O M M I S S I O N E R  C O N D O N  r e s p o n d e d  that h e  c o u l d  not  d i s a g r e e  more. He 

s t a t e d  that t h e  b i l l  s p e l l s  o u t  c l e a r l y  that a s p o n s o r  w o u l d  h a v e  

to b e  v e r y  s e r i o u s  a b o u t  the p r o j e c t  b e f o r e  o n e  pro ce e d s .  He 

s t a t e d  that if R e p r e s e n t a t i v e  R y a n  h ad  i deas that w o u l d  m a k e  it 

m o r e  s p e c i f i c  he w o u l d  b e  w i l l i n g  to c o n s i d e r  them. He s t a t e d  that 

t h e  bill m a k e s  it d i f f i c u l t  fo r  a s o m e o n e  to sue us  for f a i l i n g  to 

n e g o t i a t e . A p p l i c a t i o n s  w il l  n o t  b e  r e v i e w e d  fro m  just anybody.

N u m b e r  0304

R E P R E S E N T A T I V E  R Y A N  s t a t e d  that o n e  of t h e  g u i d e l i n e s  is "capa bl e  

of sv iject to a p p l i c a b l e  c o m m e r c i a l  r e g u l a t i o n  a n d  t e c h n i c a l  a n d  

e c o n o m i c  c o n s i d e r a t i o n " . He p o i n t e d  out that an a t t o r n e y  c o u l d  

h a v e  a f i e l d d a y  d e t e r m i n i n g  w h a t  the t ec h n i c a l  a n d  e c o n o m i c  

c o n s i d e r a t i o n s  are. He s t a t e d  that he w o n d e r e d  w h y  the l e g i s l a t u r e  

w o r l d  want  to g i v e  the c o m m i s s i o n e r  this b r o a d  authority.

N u m b e r  0374

C O M M I S S I O N E R  C O N D O N  s t a t e d  that the p r o v i s i o n  r e l a t e s  to the 

d e l i v e r y  of g as  to c o m m u n i t i e s  that a r e  in p r o x i m i t y  to ♦‘he  

project. He s t a t e d  that t hey w o u l d  w e l c o m e  a m o r e  p r e c i s e  

d e f i n i t i o n  if o n e  c a n  b e  d e v e l o p e d  that d e a l s  w i t h  w h a t  k i n d s  of 

a r r a n g e m e n t s  a r e  g o i n g  to b e  m a d e  for n e g o t i a t i n g  w i t h  p o t e n t i a l  

p r o j e c t  s p o n s o r s  to i m p o s e  an o b l i g a t i o n  on t h e m  to p r o v i d e  gas to 

c o m m u n i t i e s  a l o n g  th e  p i p e l i n e .  H e  s t a t e d  that d u e  to e c o n o m i c s  

t h e y  n e e d  to b e  s e n s i t i v e  to r e q u i r e m e n t s  w h i c h  h a v e  u n k n o w n  

o b l i g a t i o n s  that go w i t h  t h e m  to p r o v i d e  gas to c o m m u n i t i e s  m a n y  

y e a r s  fro m  n o w  in u n k n o w n  a mo unts. He s t a t e d  that in a t t e m p t i n g  to 

m a k e  p r o v i s i o n s  for d e l i v e r y  of gas to c o m m u n i t ie s ,  w e  i m p o s e  

u n c e r t a i n t y  on the project, w e  are the n  w o r k i n g  a g a i n s t  o u rselves.

N u m b e r  0530

R E P R E S E N T A T I V E  R O K E B E R G  r e f e r r e d  to A r t i c l e  6, p a g e  23, a n d  a s k e d  

if this lays ou t  che a u t h o r i t y  of the a f f e c t e d  c o m m u n i t i e s  b e c a u s e  

t h e r e  are r e f e r e n c e s  to a f f e c t e d  c o m m u n i t i e s  e l s e w h e r e  in the bill. 

He a s k e d  if t h e r e  a r e  o t h e r  p o r t i o n s  of t h e  b ill r e l a t i n g  to 

a u t h o r i t y  in d e a l i n g  w i t h  the a f f e c t e d  com m u n i ti e s .

N u m b e r  0601

C O M M I S S I O N E R  C O N D O N  r e s p o n d e d  that it is th e  o n l y  p r o v i s i o n  in the 

b i l l  that p r o v i d e s  for d e a l i n g  w i t h  local c o m m u n i t i es .  T h e r e  are 

o t h e r  p r o v i s i o n s  that a u t h o r i z e  the s u b s t i t u t i o n  of som e  p a y m e n t  in
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lieu of l o c a l l y  i m p o s e d  taxes.

N u m b e r  0643

R E P R E S E N T A T T R O K E B E R G  a s k e d  whe n w o u l d  the p a y m e n t  in lieu of 

taxes s t a r t .

N u m b e r  0666

C O M M I S S I O N E R  C O N D O N  r e p l i e d  that w o u l d  b e  a t e r m  in the deal.

R E P R E S E N T A T I V E  R O K E B E R G  ret rred to s u b s e c t i o n  3, l i n e  23, that the 

c o m m i s s i o n e r  in b a r g a i n i n g  on the b e h a l f  of a m u n i c i p a l i t y  s h o u l d  

p r o v i d e  for a t e r m  for e q u i t y  p a r t i  ipation "or o t h e r  i n t e r e s t s . "

H e  s t a t e d  that t h e r e  is no a u t h o r i t y  to b a r g a i n  for a n  u p - f r o n t  

l u m p - s u m  p a y m e n t  if t h e r e  wa s  a t r u e  impact. He a s k e d  if t h e i r  

h a n d s  a r e  t ie d  b y  this.

N u m b e r  0763

C O M M I S S I O N E R  C O N D O N  r e p l i e d  that h e  d i d  not b e l i e v e  t h e i r  h a n d s  ar e  

tied. T h e m a j o r  social c o s t  of this p r o j e c t  w o u l d  b e  i m p o s e d  on 

the s t a t e  a n d  its c o m m u n i t i e s  d u r i n g  the c o n s t r u c t i o n  a n d  it is 

a l s o  the time w h e n  the p r o j e c t  is n o t  g o i n g  to b e  g e n e r a t i n g  a n y  

revenue. He s t a t e d  that t h e y  m i g h t  d e c i d e  that b e c a u s e  of the 

c osts that the p r o j e c t  w o u l d  impose, an d  the r e a l i t y  that the 

p r o j e c t  m i g h t  no t  b e  a b l e  to a f f o r d  to m a k e  s u b s t a n t i a l  p a yments, 

t hat the p r o j e c t  is not w o r t h  it. He s t a t e d  that h e  d i d  not t hi n k  

t hat w o u l d  be the d e c i s i o n  w h e n  the o p p o r t u n i t i e s  a n d  l o n g - t e r m  

r e v e n u e s  ar e  l o o k e d  at. H e  s t a t e d  that it m i gh t  v e r y  w e l l  b e  that 

the p u b l i c  w o u l d  h a v e  th e  a b s o r b  t h e  c o st s  in the f i r s t  p l a c e  in 

o r d e r  to m a k e  the p r o j e c t  a reality.

N u m b e r  0876

R E P R E S E N T A T I V E  R O K E B E R G  r e f e r r e d  to A r t i c l e  6 a n d  a s k e d  if he c o u l d  

d r a w  a t t e n t i o n  to the l a n g u a g e  that g i v e s  him the f l e x i b i l i t y  that 

m a y  be necessary.

N u m b e r  0880

C O M M I S S I O N E R  C O N D O N  r e p l i e d  that w h a t e v e r  the p a y m e n t s  a r e  that the 

s t a t e  is g o i n g  to r e q u i r e  from  the p r o j e c t  s po n s o r s  in lieu of 

t axes is o p e n - e n d e d  an d  t h e r e  is n o t h i n g  in A r t i c l e  6 that 

d e t e r m i n e s  w h a t  the s t r u c t u r e  of t h o s e  p a y m e n t s  is g o i n g  to be. He 

s t a t e d  that t he  a u t h o r i t y  to m a k e  p e r i o d i c  p a y m e n t s  to a f f e c t e d  

m u n i c i p a l i t y  in a f air a n d  r e a s o n a b l e  a m o u n t  g i v e s  t h e  c o m m i s s i o n e r  

the a u t h o r i t y  to d i r e c t  u p - f r o n t  p a y m e n t s  if t h e r e  a r e  a,.y in 

p a y m e n t  in lie u  of taxes to the m u n i c i p a l i t y .

N u m b e r  0951

R E P R E S E N T A T I V E  R O K E B E R G  r e f e r r e d  A r t i c l e  6, line 10(b) an d  s t a t e d  

that his h a n d s  a r e  tied a s  t here is no c h o i c e  d u e  to the w a y  the 

b i l l  is drafted. H e  a s k e d  if this w a s  correct.

N u m b e r  0981

C O M M I S S I O N E R  C O N D O N  s t a t e d  that he d i d  t hink he h a d  a c h o i c e  b u t  he 

w o u l d  look at it again.
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N u m b e r  1039

C H A I R M A N  H O D G I N S  s t a t e d  that t h e  b i l l  is g>i.ng to b e  h e l d  o v e r  and 

r e c o m m e n d e d  that t h e  c o m m i t t e e  b r i n g  a n y  c h a n g e s  t h a t  t h e y  w o u l d  

l i k e  to s e e  in th e  b i l l  to him.
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M ar 12, 1998

HB 393 - D E V E L O P  S T R A N D E D  G A S  R E S O U R C E S  

N u m b e r  2150

C H A I R M A N  H O D G I N S  a n n o u n c e d  th e  com: ittee w o u l d  h e a r  HB  393, "An Act 

r e l a t i n g  to c o n t r a c t s  w i t h  the s t a t e  e s t a b l i s h i n g  p a y m e n t s  in lieu 

of o t h e r  t axes b y  a q u a l i f i e d  s p o n s o r  o r  q u a l i f i e d  s p o n s o r  g r o u p  

for p r o j e c t s  to d e v e l o p  s t r a n d e d  ga s  r e s o u r c e s  in the state; 

p r o v i d i n g  for the i n c l u s i o n  in s u c h  c o n t r a c t s  of terms m a k i n g  

c e r t a i n  a d j u s t m e n t s  r e g a r d i n g  r o y a l t y  v a l u e  a n d  th e  t i m i n g  a n d  

n o t i c e  of the s t a t e ' s  r i g h t  to t ake r o y a l t y  in k i n d  or in v a l u e  

fro m s u c h  pro j e c t s ; r e l a t i n g  to th e  e f f e c t  of s u c h  c o n t r a c t s  on 

m u n i c i p a l  taxation; a n d  p r o v i d i n g  for a n  e f f e c t i v e  date." He 

s t a t e d  that t h er e  is a m a r k e d  of v e r s i o n  of H B  393, w h i c h  is the 

c o m m i t t e e  s u b s t i t u t e  that the c o m m i t t e e  is p r o p o s i n g.

N u m b e r  2164

PAT C A R T E R  a s k e d  that the c o m m i t t e e  look at the v e r s i o n  w i t h  the 

w o r d s  "O&G m a r k - u p  3/12/98" w r i t t e n  on the front w h i c h  is the 

o r i g in a l  bil l  w i t h  the c h a n g e s  w r i t t e n  in a n d  C S H B  3 9 3 ( 0& G ) 0 -  

GH2006\B, 3/11/98. He s a i d  "These s h o u l d  be s u b s t a n t i a l l y  s i m i l a r  

s i n c e  its w h a t  legal w o r k e d  off of. T h e  d r a f t i n g  m a n u a l  sta t e s  

that the n e w  text u n d e r l i n e d  an d  the d e l e t e d  text b r a c k e t e d  o n l y  

a p p l i e d  to c h a n c e s  in e x i s t i n g  s t a t u t e  a n d  t h e r e f o r  it is v e r y  

d i f f i c u l t  to d i s s e m i n a t e  b e t w e e n  th e  o r i g i n a l  bil l a n d  the m a r k­

up." He a s k e d  th e  c o m m i t t e e  to turn to p a g e  2 on the m a r k e d - u p  

v e r s i o n  f i n d i n g  (4) wa s  d e l e t e d  a n d  r e n u m b e r e d  a c c o r d i n g l y .  He 

s t a t e d  that in (7) " a l th o u g h  d e v e l o p i n g  t e c h n o l o g y  m a y  o f f e r  o t h e r  

a l t e r n a t i v e s,  s u c h  as g a s - t o - l i q u i d s  ( G T L ) , wa s  d e l e t e d  a n d  Insert 

A, wa s  a d d e d  w h i c h  reads:

Page 2, l ine 28: (7) f o l l ow i n g  "mar in e  t a n kers;" INSERT: 

a l t h o u g h  e x p e r i m e n t a l  r e s e a r c h  is b e i n g  c o n d u c t e d  o n  o t h e r  

a l t e r r a t i v e  t e c h n o l o g i e s  s uch as g a s - t o - l i q u i d s  ( G T L ) , this 

t e c h n o l o g y  is not y e t  c o m m e r c i a l l y  viable. If this r e s e a r c h  

re s u l t s  in c o m m e r c i a l l y  v i a b l e  technology, a n d  a f t e r  e c o n o m i c  

a n a l y s i s  b y  th e  s t a t e  of A l a s k a  of the a p p l i c a t i o n  of this 

t e c h n o l o g y  it is s h o w n  that local o r  s t a t e tax o r  r e g u l a t o r y  

c h a n g e s  a r e  n e c e s s a r y  to c o m m e r c i a l i z e  an A l a s k a  p r o j e c t  

u t i l i z i n g  this technology, then this t e c h n o l o g y  m a y  be 

c o n s i d e r e d  in r e g a r d s  to this legislation.

N u m b e r  2237

MR. C A R T E R  s t a t e d  that (9) w a s  deleted. In (10) of the o r i g i n a l  

bill, 'for an e n o r m o u s  v o l u m e  of gas," "that v o l u m e  of gas 

r e p r e s e n t s  a p p r o x i m a t e l y  o n e - q u a r t e r  of the e n t i r e  East A s i a n  LN G  

m a r k e t  t o d a y  a n d  p r o b a b l y  ca n n ot  b e  p l a c e d  into that m a r k e t  all at 

once", a n d  "which m e a n s  that the p r o j e c t  m u s t  s e c u r e  most, if no t  

all, of the  p r o j e c t e d  g r o w t h  in d e m a n d  for LNG in t h e  East A s i a n  

m a r k e t  u t e r  the r a m p  up p e r i o d ; "  w a s  deleted. Inset B w a s  a d d e d

http://www.legis.state.ak.us/basis/get_single_minute.asp?session=20&beg_line=0485&end... 4/21/2006

http://www.legis.state.ak.us/basis/get_single_minute.asp?session=20&beg_line=0485&end


• House SPECTAL COMMITTEE ON OIL & GAS Minute 20 Legislature Page 2 o f  10

w h i c h  reads:

P a g e  3, L i n e  16: I N S E R T  a n e w  finding: (11) th e  s t a t e  has 

c o n t r a c t e d  a n  e x t e n s i v e  financial a n a l y s i s  of the 

c o m m e r c i a l i z a t i o n  of N o r t h  S l o p e  gas; this analysis, p e r f o r m e d  

b y  a r e c o g n i z e d  ex p e r t  in p e t r o l e u m  economics, Dr. P e d r o Va n  

Meurs, i n d i c a t e s  that c h a n g e s  in the local, state, an d  federal 

ta x  s t r u c t u r e  m a y  b e  n e c e s s a r y  to m a k e  c o m m e r c i a l i z a t i o n  of 

N o r t h  S l o p e  ga s  r e s o u r c e s  e c o n o m i c a l l y  viable;

N u m b e r  2304

MR. C A R T E R  s t a t e d  Insert C w a s  added, w h i c h  reads:

P a g e  5, lin e  12: INSERT: (b) The l e g i s l a t u r e  inte n d s  that,

i n  o r d e r  to p r o v i d e  the st a b l e  fiscal terms that w i l l  

e n c o u r a g e  d e v e l o p m e n t  of s t r a n d e d  gas projects, a n y  c o n t r a c t  

n e g o t i a t e d  p u r s u a n t  to this Ac t  w i l l  e x p r e s s  w h e t h e r  the s t a t e  

i n t e n d s  to b e  b o u n d  to the full ex t en t  a l l o w e d  b y  the 

C o n s t i t u t i o n  of the S t a t e  of Alaska; however, the l e g i s l a t u r e  

f u r t h e r  i n t e n d s  that the terms of a c o n t r a c t  n e g o t i a t e d  u n d e r  

this c h a p t e r  w i l l  not b e  b i n d i n g  on or e n f o r c e a b l e  a g a i n s t  the 

s t a t e  or th e  o t h e r  p a r t i e s  to the c o n t r a c t  u n l e s s  the 

c o m m i s s i o n e r  is a u t h o r i z e d  to e x e c u t e  the c o n t r a c t  b y  the 

l e g i s l a t u r e  as p r o v i d e d  in this chapter.

Mr. C A R T E R  s t a t e d  that on  p a g e  6 , line 21 the w o r d  "economic" was 

a d d e d  b e f o r e  " pr o x imity" a n d  as w e l l  as t h r o u g h o u t the bill.

I n s e r t  C C  w a s  a d d e d  w h i c h  reads:

Page 7, line 31: INSERT n e w  : (6) a p l a n  to m i t i g a t e  the 

i n c r e a s e d  d e m a n d  for p u b l i c  s e r v i c e s  a n d  o t h e r  n e g a t i v e  

e f f e c t s  c a u s e d  b y  the project; (7) a p l a n  for the saf e  

m a n a g e m e n t  a n d  o p e r a t i o n  of the p r o j e c t  o n c e  it is 

c o n s t r u c t e d ;

N u m b e r  2349

MR. C A R T E R  s t a t e d  that o n  p a g e  9, line 31, the iate is c h a n g e d  from 

2004 to 2001. I n s e r t  D wa s  a d d e d  was reads:

P a g e  14, l i n e  9: INSERT: (c) Subje c t  to the v o l u n t a r y

a g r e e m e n t  of the q u a l i f i e d  sponsors, the c o m m i s s i o n e r  m a y  

i n c l u d e  a t e r m  in the c on t r a c t  p r o v i d i n g  for i n c e n t i v e s  to 

e n c o u r a g e  t r a i n i n g  a n d  h i r i n g  of A l a s k a  residents.

N u m b e r  2377

Mr. C A R T E R  s t a t e d  that o n  p a g e  15, line 4 the w o r d s  "any two" w e r e  

d e l e t e d  a n d  t h e  w o r d  "both" wa s  added. He s t a t e d  that (iii) an d  

(iv) w e r e  deleted. He s t a t e d  that on p a g e  14, line 7 f o l l o w i n g  As 

4 3 . 8 2 . 2 4 0  "or to a m u n i c i p a l  advisory" w a s  added. On p a g e  14, 

l i n e  12 a f t e r  t h e  w o r d  "Law" "and m u n i c i p a l  a d v i s o r y  g r o u p  

e s t a b l i s h e d  h e l d  u n d e r  A S  43.82.510" was added. He a s k e d  

C o m m i s s i o n e r  C o n d o n  to s p e a k  to this.

N u m b e r  2423

W I L S O N  CONDON, Co m m i s s i o n e r ,  D e p a r t m e n t  of Revenue, s t a t e d  that it 
w o u l d  b e  a g r o u p  tha t  is e s t a b l i s h e d  a n d  a u t h o r i z e d  to s h a r e
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c o n f i d e n t i a l  i n f o r m a t i o n  w i t h  the m u n i c i p a l  a d v i s o r y  group.

N u m b e r  2452

MR. C A R T E R  s t a t e d  tha t  o n  p a g e  19, lin e  31, "enter int o  the 

p r o p o s e d  c o n t r a c t " w a s  d e l e t e d  a n d  " s u b m it  the c o n t r a c t  to the 

legislature, t o g e t h e r  w i t h  a r e q u e s t  f r o m  the G o v ernor, for 

a u t h o r i t y  to e n t e r  int o  the p r o p o s e d  c o n t r a c t  p u r s u a n t  to AS 

4 3 . 8 2 . 4 3 5 "  w a s  added. S i m i l a r  l a n g u a g e  w a s  a l s o  a d d e d  on p a g e  20, 

l i n e  13, w i t h  In s e r t  E.

T A P E  98-23, S I D E  B 

N u m b e r  0003

C H A I R M A N  H O D G I N S  a s k e d  if that w o u l d  be th e r a t i f i c a t i o n  language. 

*IR. C A R T E R  r e p l i e d  that is correct.

N u m b e r  0038

Mr. C A R T E R  s t a t e d  that on p a g e  21, l i n e  2 a f t e r  the w o r d  "public" 

"and m e m b e r s  of the l e g i s l a t u r e "  is a d d e d  a n d  (3) is r e n u m b e r e d  to 

14) an d v i s e  versa. He s t a t e d  that on p a g e  21, l ine 24 a f t e r  

"appropriate", "and w i t h  the p e r t i n e n t  m u n i c i p a l  a d v i s o r y  g r o u p” is 

added. H e  s t a t e d  that on p a g e  21, l i n e  31, "the c o m m i s s i o n e r  m a y  

e x e c u t e  the c o n t r a c t  is d e l e t e d .  Insert F is a d d e d  w h i c h  reads:

Pag'' 22. L i n e  2: F o l l o w i n g  "state" INSERT: the c o m m i s s i o n e r

shall u n d e r  4 3 . 8 2 . 4 3 5  s u b m i t  the c o n t r a c t  to th e  legislature, 

t o g e t h e r  w i t h  a r e q u e s t  f r o m  the G o v e r n o r  for a u t h o r i z a t i o n  to 

e x e c u t e  th e  contract.

N u m b e r  0096

MR. C A R T E R  s t a t e d  t hat I n s e r t  G is a d d e d  w h i c h  reads:

Page 22, b e t w e e n  lines 5 a n d  6, INSERT: Sec. 43.82 . 4 3 5 .

L e g i s l a t i v e  A u t h o r i z a t i o n .  T h e  c o m m i s s i o n e r  m a y  n o t  e x e c u t e  a 

c o n t r a c t  d e v e l o p e d  p u r s u a n t  to this c h a p t e r  a n d  e c on t r a c t  

d e v e l o p e d  p u r s u a n t  to this c o n t r a c t  is not b i n d i n g  u p o n  or 

e n f o r c e a b l e  a g a i n s t  th e s t a t e  or o t h e r  p a r t i e s  to the c o n t r a c t  

un l e s s  the c o m m i s s i o n e r  is a u t h o r i z e d  to e x e c u t e  the c o n t r a c t  

b y  m e a n s  of g e n e r a l  law. T h e  s t a t e  a n d  the o t h e r  p a r t i e s  to 

the c o n t r a c t  s h a l l  e x e c u t e  the c o n t r a c t  w i t h i n  60 d a y s  of the 

e f f e c t i v e  d a t e  of the a u t h o r i z i n g  legislation.

Sec. 43.82 . 4 4 0 . J u d i c i a l  Review. A  p e r s o n  m a y  o n l y  b r i n g  an 

a c t i o n  c h a l l e n g i n g  the c o n s t i t u t i o n a l i t y  of a n  e n a c t m e n t  u n d e r  

AS 43 . 8 2 . 4 3 5  or the e n f o r c e a b i l i t y  of a c o n t r a c t  e x e c u t e d  

p u r s u a n t  to an e n a c t m e n t  u n d e r  AS 4 3 . 8 2 . 4 3 5  if the a c t i o n  is 

c o m m e n c e d  w i t h i n  120 d a y s  a f t e r  the d a t e  that the c o n t r a c t  w a s  

e x e c u t e d  b y  the s t a t e  a n d  the o t h e r  p a r t i e s  to the contract.

MR. C A R T E R  s t a t e d  tha. p a g e  23, A r t i c l e  6 w a s  d e l e t e d  a n d  In s e r t  H 

w a s  added. He a s k e d  C o m m i s s i o n e r  C o n d o n  to e x p l a i n  it.

N u m b e r  0108

C O M M I S S I O N E R  C O N D O N  s t a t e d  t hat in the o r i g i n a l  bill th e  c o n t r a c t  

p r o v i d e d  for e i t h e r  a f o r m u l a  or an e q u i t y  p a r t i c i p a t i o n  in the
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p r o j e c t .  R a t h e r  than h a v i n g  a s p e c i f i c  f o r m u l a  in t h e  l e g i s l a t i o n  

the n e w  m u n i c i p a l  p r o v i s i o n  p r o v i d e s  that the p r o p o s e d  c o nt r a c t  

w o u l d  p r o v i d e  for n a y m e n t  m a d e  d i r e c t l y  to m u n i c i p a l i t i e s  an d  t hose 

p a y m e n t s  w o u l d  b e  n e g o t i a t e d  in lin e w i t h  the p r i n c i p l e s  of AS 

4 3 . 8 2 . 5 2 0  (b ) . He s t a t e d  that the l e g i s l a t i o n  w o u l d  r e q u i r e  the  

c r e a t i o n  of an m u n i c i p a l  a d v i s o r y  g r o u p  a n d  one m e m b e r  a p p o i n t e d  

f r o m  e a c h  m u n i c i p a l i t y  w h o s e  ta x i n g  p o w e r  w o u l d  b e  a f f e c t e d  b y  the 

p r o p o s e d  project. He s t a t e d  that t h e  c o m m issioner, in d e v e l o p i n g  

the c o n t r a c t  w o u l d  be o b l i g a t e d  to k ee p  the m u n i c i p a l  a d v i s o r y  

g r o u p  i n f o r m e d  a n d  to r e e k  t h e i r  a d v i c e  a n d  c o u n s e l  in a r r i v i n g  at 

the m u n i c i p a l  s h a r i n g  formula.

N u m b e r  0191

MR. C A R T E R  s t a t e d  that o n  p a g e  24, line 23 was added, w h i c h  reads:

(1) "a f f e ct e d  m u n i c i p a l i t y "  m e a n s  a m u n i c i p a l i t y  for w h i c h  it 

is r e l i a b l y  e x p e c t e d  b y  the c o m m i s s i o n e r  of r e v e n u e  that a f t e r  

the c o m m e n c e m e n t  of a c t i v i t i e s  ur.der AS 43.82.2 00 that a 

c o n t r a c t  e n t e r e d  int o  p u r s u a n t  to AS 43.82. 020 w i l l  a f f e c t  

taxes that o t h e r w i s e  w o u l d  be i m p o s e d  b y  that m u n i c i p a l i t y  

p u r s u a r t  to AS 43.82.210.

MR. C A R T E R  s t a t e d  that In s e r t J w a s  a d d e d  w h i c h  is th e  d e f i n i t i o n  

of e c o n o m i c  p r o x i m i t y  a n d  is r e n u m b e r e d  acco rd i n g l y .  He s t a t e d  

t hat on p a g e  25, line 15, Insert K w a s  added, w h i c h  is the 

d _ £ i n i t i o n  of u n e c o n o m i c  or u n c o m p e t it i v e .

N u m b e r  0278

R E P R E S E N T A T I V E  T O M  B R I C E  a s k e d  w h e n  l e g i s l a t i v e  a p p r o v a l  of the 

c o n t r a c t s  is m e n t i o n e d  is it the a p p r o v a l  in the f o r m  of r e s o l u t i o n  

or statute.

N u m b e r  0292

C O M M I S S I O N E R  C O N D O N  r e p l i e d  that the c o m m i t t e e  s u b s t i t u t e  w o u l d  

p r o v i d e  a t e m p l a t e  for b r i n g i n g  m o d i f i c a t i o n s  to the s t a t e ' s  fiscal 

s y s t e m  b e f o r e  t h e  legislature. It c a l l s  for the d e v e l o p m e n t  of a 

p r o p o s a l  w h i c h  the c o m m i s s i o n e r  w o u l d  no t  ha v e  the a u t h o r i t y  to 

sign. A bill w o u l d  c o m e  b e f o r e  the l e g i s l a t u r e  that, if passed, 

w o u l d  g i v e  the a u t h o r i t y  to the c o m m i s s i o n e r  to e n t e r  into a 

c o n t r a c t ,

N u m b e r  0325

R E P R E S E N T A T I V E  B R I C E  s t a t e d  that a bill is e i t h e r  a r e s o l u t i o n  or 

a s t a t u t e  and h e  a s k e d  if h e  was t a k i n g  s t a t u t o r y  to m e a n  a H o u s e  

bill.

N u m b e r  0330

C O M M I S S I O N E R  C O N D O N  r e p l i e d  abs o l u t e l y . He s t a t e d  that it m i g h t  

not s h o w  up as a s e c t i o n  in the c o d i f i e d  s t a t u t e s  b u t it is a bil l  

as o p p o s e d  to a resolution.

N u m b e r  0339

R E P R E S E N T A T I V E  B R I C E  s t a t e d  that his c o n c e r n  is that it w o u l d  l ea v e  

s o m e  l e e w a y  for l e g i s l a t i v e  m a n i p u l a t i o n  of that co n t r ac t .  He
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s t a t e d  t h a t  b y  r e s o l u t i o n  tha t  l a n g u a g e  w o u l d  b e  less e a s i l y  
m a n i p u l a t e d .

N u m b e r  0361

C O M M I S S I O N E R  C O N D O N  r e p l i e d  that it w o u l d  p r o v i d e  a n  o p p o r t u n i t y  

for l e g i s l a t i v e  r e v i e w  b e f o r e  t h e  c o n t r a c t  was s u b m i t t e d  to the 

l e g i s l a t u r e  a l o n g  w i t h  the r e q u e s t  for a u t h o r i t y  to e nter into the 

c o n t r a c t .  He s t a t e d  that t h e r e  is b o t h  the o p p o r t u n i t y  to c h a n g e  

the c o n t r a c t  in r e s p o n s e  to l e g i s l a t i v e  v i e w s  a n d  t he n  an u p  or 

d o w n  v o t e  o n c e  a u t h o r i z a t i o n  to e n t e r  int o  the c o n t r a c t  is 

r e q u e s t e d .

N u m b e r  0414

R E P R E S E N T A T I V E  B R I C E  r e f e r r e d  to In s e r t  E a n d s t a t e d  that the 

l e g i s l a t u r e  can a p p r o v e  th e  c o n t r a c t  b y  a c t i o n  of b o t h  b o d i e s  

t h r o u g h  r e s o l u t i o n.  A  r e s o l u t i o n  w o u l d  s t a n d for the l e g i s l a t u r e s  

e n d o r s e m e n t  of a c o n t r a c t  w h i c h  is m u c h  d i f f e r e n t  tha n  h a v i n g  a 

p i e c e  of l e g i s l a t i o n  that w il l  b e  a b l e  to be a m e n d e d  in the 

c o m m i t t e e  process.

N u m b e r  0469

C O M M I S S I O N E R  C O N D O N  r e p l i e d  tha t  it is the l e g i s l a t u r e’s d e c i s i o n  

as to h o w  this g e t s  s t r u c t u re d .  He s t a t e d  that this Lill d o e s  not 

g i v e  the  c o m m i s s i o n e r  the a u t h o r i t y  to e n t e r  into the c o nt r a c t  w h a t  

it d o e s  is, r e q u i r e s  the c o m m i s s i o n e r ,  u n d e r  a d e t a i l e d  set of 

c r i t e r ia ,  to c o m e  b a c k  to the l e g i s l a t u r e  w i t h  a s p e c i f i c  p r o p o s a l  

in c o n t r a c t  for m  a n d  a r e q u i r e m e n t  for it to b e c o m e  l e g a l l y  

e f f e c t i v e ,  a s p e c i f i c  l e g i s l a t i v e  a u t h o r i z a t i o n  to e n te r  into the 

c o n t r a c t .  T h e  l e g i s l a t u r e  w o u l d  not h a v e  the a u t h o r i t y  to a m e n d  

t he c o n t r a ct ;  t h e y  w o u l d  h a v e  th e  a u t h o r i t y  e i t h e r  to g iv e  

a u t h o r i t y  to the c o m m i s s i o n e r  to e n t e r  into it or to d e n y  it.

N u m b e r  0526

R E P R E S E N T A T I V E  B R I C E  s t a t e d  that he ha s  a st r on g  c o n c e r n  that the 

a u t h o r i t y  n e e d s  to be  d e f i n e d  to be a p p r o v e d  b y  the l e g i s l a t u r e  

t h r o u g h  p a s s a g e  of a r e s ol ution, so t here is a c e r t a i n  a m o u n t  of 

s p e c i f i c i t y  as to h o w  the l e g i s l a t u r e  w i l l  react to the contract.

N u m b e r  0548

R E P R E S E N T A T I V E  R O K E B E R G  s t a t e d  that if a general law w a s  passed, it 

w o u l d  b e  p o s s i b l e  to a m e n d  o r  c h a n g e  the terms of the c o n t r a c t  so 

th e  i s s u e  is, if it s h o u l d  b e  a law or resolution. He s t a t e d  that 

the q u e s t i o n  is, d oes the l e g i s l a t u r e  w a n t  to b e  a b l e  to c h a n g e  the 

t e r m s of th e  c o ntract.

N u m b e r  0574

C O M M I S S I O N E R  C O N D O N  s t a t e d  that as the bill is structured, w i t h o u t  

the p a s s a g e  of a s u b s e q u e n t  b i l l  it c a n  not b e  d o n e  b y  a r e s o l u t i o n  

it h a s  to b e  d o n e  b y  a bill.

R E P R E S E N T A T I V E  R Y A N  s t a t e d  that t he r e  is a s e p a r a t i o n  of p o w e r  an d  

t h e  j o b  of the a d m i n i s t r a t i o n  is to b r i n g  the deal b a c k  to the 

le g i s l a t u r e .  H e  s t a t e d  tha t  at that p o i n t  the l e g i s l a t u r e  c o u l d  

a p p r o v e  or d i s a p p r o v e  it, it is n o t  in th e  l e g i s l a t u r e’s p o w e r  to
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cut the deal, o n l y  to a p p r o v e  it. H e  s t a t e d  that l e g i s l a t i v e  

a p p r o v a l  is n e c es s a r y ,  but we  s h o u l d  not b e  n e g o t i a t i n g  t h e  deal.

N u m b e r  0657

R E P R E S E N T A T I V E  R O K E B E R G  s t a t e d  that he d i d  not agree, he w o u l d  

t h i n k  that the l e g i s l a t u r e  w o u l d  h a v e  the right to m a k e  c h a n g e s  in 

g e n e r a l  l a w  as w e l l  as g r a n t i n g  a u t ho r i t y .

N u m b e r  0685

C O M M I S S I O N E R  C O N D O N  s t a t e d  that it c o u l d  h a p p e n  in a lot of 

d i f f e r e n t  ways. For example, if t h e r e  w a s  a p r o p o s e d  c o n t r a c t  that 

p r o j e c t  p a r t i c i p a n t s  an d  t h e  c o m m i s s i o n e r s  h a v e  a g r e e d  to it. If 

the l e g i s l a t u r e  g r a n t s  the a u t h o r i t y  to e n t e r  into t h e  d e a l  t h e n  

t h e r e  w o u l d  b e  a c o n t r a c t  an d  t h e legal e f f e c t s  that g o  a l o n g  w i t h  

it. A t  that point, the l e g i s l a t u r e  c o u l d  s a y  that t h e y  d o  no t  like 

the d e a l  bu t  li k e  the ideas. T h e r e f o r e,  t h e  l e g i s l a t u r e  c o u l d  take 

the p r o v i s i o n s  o u t  of t h e  c o n t r a c t  a n d  pu t  t h e m  int o  the g e n e r a l  

law a n d  p ass it as a bill w h i c h  w o u l d  then be the fiscal system.

He s t a t e d  that w o u l d  L o  f l e  c h o i c e  the l e g i s l a t u r e  has.

N u m b e r  0764

R E P R E S E N T A T I V E  R O K E B E R G  s t a t e d  that is the p o i n t  that 

R e p r e s e n t a t i v e  B r i c e  w a s  maki n g .  He s t a t e d  that it is in the r e a l m  

of p o l i t i c s,  a u t h o r i t y  a n d  r e s p o n s i b i l i t y ;  b y  c r a f t i n g  l e g i s l a t i o n  

w e  c a n  shift the a u t h o r i t y  an d  the u l t i m a t e  d e c i s i o n  m a k i n g  fr o m  

on e  b r a n c h  of g o v e r n m e n t  to another.

N u m b e r  0797

C O M M I S S I O N E R  C O N D O N  s t a t e d  that this p r o p o s e d  l e g i s l a t i o n  d o e s  not 

limit the l e g i s l a t u r e’s a u t h o r i t y  at all. It d o e s  r e q u i r e  a 

p r o c e s s  by w h i c h  the a d m i n i s t r a t i o n  c a n  b r i n g  s o m e t h i n g  b a c k  to the 

le g i s l a t u r e .  H e  s t a t e d  that t h e r e  a r e  s o m e  p o l i c y  a d v a n t a g e s  b y  

h a v i n g  the p r o p o s a l  co m e  b a c k  in the f or m  of a con t r ac t .  H e  s t a t e d  

that fiscal c e r t a i n t y  is i m p o r t a n t  in t r y i n g  to r e d u c e  p e r c e i v e d  

ri s k  to a t t r a c t  investcrs. He s t a t e d  that p u t t i n g  th e  fiscal 

s y s t e m  in p l a c e  in the f orm of a c o n t r a c t  ha s  the a d v a n t a g e  of 

i n c r e a s i n g  the fiscal c e r t a i n t y  that w o u l d  b e  i n v e s t o r s  w o u l d  h a v e  

out th e  l e g i s l a t u r e  ha s  full d i s c r e t i o n  to s a y  w h e t h e r  t h e y  l ike 

the idea.

N u m b e r  0918

MR. C A R T E R  r e f e r r e d  to a m e m o  b y  T a m  C o o k  f r o m  legal s e r v i c e s  that 

this m a y  v i o l a t e  the s e p a r a t i o n  of p o w e r s  doc t r i ne .  H e  s a i d  "As I 

u n d e r s t a n d  it th e  a d m i n i s t r a t i o n  is n o t  r e q u i r e d  to se e k  

l e g i s l a t i v e  a p p r o v a l  a n d  t h e y  h a v e  c o n t i n u e d  to tak e  that p o s i t i o n  

u n d e r  oil c o n t r a c t s .  T h e  lat e s t  on e  is the g o v e r n o r ' s  t r a n s m i t t a l  

l e t t e r  on SB 164 d a t e d  A p r i l  22, 1995." He r ead f rom the m e m o  

"That w h i l e  the e x e c u t i v e  b r a n c h  h a s  c o n s i s t e n t l y  a n d  in m y  v i e w  

c o r r e c t l y  a s s e r t e d  that l e g i s l a t i v e  a p p r o v a l  p r o v i s i o n s  are  

u n c o n s t i t u t i o n a l  it is o f t e n  c o n f o r m e d  to t h e m  to a c c o m m o d a t e  the 

l e g i s l a t i v e  d e s i r e  for o v e r s i g h t .”

Nu m b e r  0982

C O M M I S S I O N E R  C O N D O N  r e f e r r e d  to the s e p a r a t i o n  of p o w e r  d o c t r i n e
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an d  s t a t e d  that the l e g i s l a t u r e  has t a k e n  the p o s i t i o n  that they 

w i l l  p r e v e n t  the e x e c u t i v e  b r a n c h  fro m  a c t i n g  u n l e s s  there is 

s p e c i f i c  l e g i s l a t i v e  au t h o r i z a t i o n .  A n y  time the a d m i n i s t r a t i o n  

w a n t s  to b u i l d  s o m e t h i n g  w i t h  r e v e n u e  b o n d s  t h e r e  n e e d s  to be 

s p e c i f i c  l e g i s l a t i v e  a u t h o r i t y  to do so. However, there is gene ra l  

a u t h o r i t y  to b u i l d  r oacs etc. He s t a t e d  that this bil l  w o u l d  not 

g i v e  the a d m i n i s t r a t i o n  the a u t h o r i t y  to do so, i_ g i v e s  the 

c o m m a n d  to the a d m i n i s t r a t i o n  to d e v e l o p  a p r o p o s a l  for l e g i s l a t i v e  

a u t h o r i z a t i o n .  He s t a t e d  that w i t h o u t  l e g i s l a t i v e  a u t h o r i z a t i o n  

t h e r e  c a n  n o t  b e  a s e p a r a t i o n  of p o w e r  problem.

N u m b e r  1090

R E P R E S E N T A T I V E  B R I C E  s t a t e d  that the b e l i e v e d  the l e g i s l a t u r e  has 

b e e n  c l e a r  in its s u p p o r t  of the gas line. He s t a t e d  that HB 393 

g i v e s  the a d m i n i s t r a t i o n  the a u t h o r i t y  to b r e a k  d o w n  the terms an d  

n e g o t i a t e  the contract. H e  s t a t e d  that h e  is h e a r i n g  that 

C o m m i s s i o n e r  C o n d o n  w an t s  m o r e  a u t h o r i t y  to n e g o t i a t e  fiscal terms 

an d  then co m e  b a c k  to the l e g i s l a t u r e  a n d  ask for s p e c i f i c  s t a t u t e  

c h a n g e s  to mee t  t h o s e  fiscal terms. He h a d  h o p e d  in the event that 

t h e r e  w a s  a contract, the l e g i s l a t u r e  w o u l d  e it h e r  s ign off 

t h r o u g h  r e s o l u t i o n  or not. He s t a t e d  that his c o n f u s i o n  is that 

instead, the a d m i n i s t r a t i o n  is g o i n g  to c o m e  b a c k  w i t h  furth e r  

c h a n g e s  to the s t a t e ' s  fiscal system.

N u m b e r  1216

C O M M I S S I O N E R  C O N D O N  s t a t e d  that what the bill w o u l d  do is a s k  the 

l e g i s l a t u r e  for the a u t h o r i t y  to e n t e r  in t o  the contract. In o r d e r  

to d o  so a bill w o u l d  h a v e  to b e  passed.

N u m b e r  1253

R E P R E S E N T A T I V E  B R I C E  r e p l i e d  "The d i f f e r e n c e  b e t w e e n  HB 393 and H J R  

12 in g e n e r a l  terms, ar e  two s p e c i f i c  d i f f e r e n t  anim a l s . "  He 

s t a t e d  that the a d m i n i s t r a t i o n  a sks for l e g i s l a t i v e  a p p r o v a l  

s u b m i t t e d  in H o u s e  b ill form, bu t to s a y  that th e l e g i s l a t u r e  can 

not g o  into that c o n t r a c t  a n d  m a k e  c h a r g e s  is a b s o l u t e l y  foreign.

He s t a t e d  that to sa y  that the l e g i s l a t u r e  will a p p r o v e  b y  

resolution, the d i f f e r e n c e  is in the d i s c r etion.

N u m b e r  1324

C O M M I S S I O N E R  C O N D O N  s t a t e d  that if t h e r e  is a co n t r a c t  t hey will 

h a v e  n o  d i s c r e t i o n  u n l e s s  it is a g r e e d  to.

R E P R E S E N T A T I V E  B R I C E  a s k e d  if he w a n t e d  a resolution.

C O M M I S S I O N E R  C O N D O N  r e p l i e d  that it in fact has to be  d o n e  in the 

fora of a bill.

N u m b e r  1357

R E P R E S E N T A T I V E  A L A N  K E M P L E N  s t a t e d  that t h er e  w o u l d  be further 

d i s c u s s i o n s  of this. T h e  n o t i o n  of fiscal c e r t a i n t y  h a s b e e n  

r e i n f o r c e d  e n o u g h  to m o v e  f o r w a r d  w i t h  the project. He s t a t e d  that 

the p r o c e s s  is b u i l d i n g  a c a s e  for a lon g  ter m c o m m i t m e n t  to the 

terms of the contract. He s t a t e d  that h e  b e l i e v e d  this to b e  a 

g o o d  approach.
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N u m b e r  1509

R E P R E S E N T A T I V E  O G A N  r e f e r r e d  to Ms. C o o k ' s  m e m o  a n d  a s k e d  if w e  ar e 

b i n d i n g  f u r t h e r  l e g i s l a t u r e s  f r o m  c h a n g i n g  the t e r m s  of the 

c o n t r a c t .

N u m b e r  1559

C O M M I S S I O N E R  C O N D O N  r e p l i e d  that the a n s w e r  to that q u e s t i o n  is 

un k n o w n .  At s o m e  p o i n t  in t i m e  t h e  l e g i s l a t u r e  will  h a v e  the 

o p t i o n  of s a y i n g  that t h e y  w a n t  to b i n d  a fut u r e  legislature, o n c e  

c o n t e s t e d  the a n s w e r  w i l l  b e  known. T h e r e  ar e  d i f f e r i n g  v i e w s  on 

h o w  f a r the l e g i s l a t u r e  c a n  go in b i n d i n g  fu t u r e  legis l a t ur e s .

N u m b e r  1650

R E P R E S E N T A T I V E  O G A N  a s k e d  that in o r d e r  to a v o i d  l e g i s lation, it 

w o u l d  be p r u d e n t  to m a k e  s u r e  the la w  is n o t  a m b i g u o u s .

N u m b e r  1669

C O M M I S S I O N E R  C O N D O N  r e p l i e d  that h e  a g r e e d  w i t h  that bu t  in r e s p e c t 

to t his issue, l i t i g a t i o n  w o u l d  b e  w a n t e d  to find o u t  the e x t e n t  of 

the l e g i s l a t u r e ' s  a u t ho r i t y .

N u m b e r  1689

R E P R E S E N T A T I V E  O G A N  r e f e r r e d  to A r t i c l e  9, S e c t i o n  1, a n d  a s k e d  if 

h e  c o u l d  e x p l a i n  w h a t  is p r o v i d e d  in the article.

N u m b e r  1735

C O M M I S S I O N E R  C O N D O N  r e p l i e d  that t h e  q u e s t i o n  of b i n d i n g  future 

l e g i s l a t u r e s  w o u l d  not a r i s e  n o w  b u t  w h e n  d e a l i n g  w i t h  a p r o p o s e d  

c o n t r a c t .

C H A I R M A N  H O D G I N S  a s k e d  R e p r e s e n t a t i v e  R y a n  to p r e s e n t  his c o m m i t t e e  

s u b s t i t u t e .

N u m b e r  1783

R E P R E S E N T A T I V E  R Y A N  s t a t e d  tha t  t h e r e  w e r e  a n u m b e r  of c h a n g e s  that 

h e  r e q u e s t e d  that a r e  n ot  r e f l e c t e d  in the draft. H e  s t a t e d  that 

h e  w o u l d  not a s k  the c o m m i t t e e  to i n t r o d u c e  hi s  c o m m i t t e e  

s u b s t i t u t e  u n t i l  it is i n c l u d e s  w h a t  h e  i n t e n d e d  it to. He s t a t e d  

tha t  h e  was g o i n g  to t alk w ' t h  the l e g i s l a t i v e  legal depart m e n t.

N u m b e r  2366

R E P R E S E N T A T I V E  R O K E B E R G  m a d e  a m o t i o n  to a d o p t  C S H B  3 9 3 (O&G). 0- 

GH2006, v e r s i o n  B, 3/11/98.

T A P E  98-24, S I D E  A  

N u m b e r  0006

C H A I R M A N  H O D G I N S  a s k e d  if t h e r e  w a s  an o b jection. H e a r i n g  none, 

C S H B  3 9 3 (O&G) 0-GH2006, v e r s i o n  B, 3 / 1 1 / 9 8  w a s  adopted.

N u m b e r  0076
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R E P R E S E N T A T I V E  R O K E B E R G  s t a t e d  that he h a d  two c o n c e p t u a l  

a m e n dm e n t s .  H e  s t a t e d  that h e  w o u l d  l i k e  to c h a n g e  that an 

a f f e c t e d  c o m m u n i t y  is not o n l y  those that h a v e  t he i r  r e v e n u e  b a s e  

a f f e c t e d  but t h o se  that h a v e  a s o c i o - e c o n o m i c  im p a ct  for the 

se /ices of t h o s e  com m u n it i e s ,  s p e c i f i c a l l y  the M a t - s u  v a l l e y  a n d  

the A n c h o r a g e  area. Ther e f o re ,  in the d e f i n i t i o n  of the a f f e c t e d  

m u n i c i p a l i t i e s  on p a g e  26, l ine 17 a d d  the w o r d  "revenue" b e f o r e  

the t e r m  "aff e c t e d  m u n i c i p a l i t y " .  He s t a t e d  that h e  w o u l d  l ike to 

c r e a t e  a ne w d e f i n i t i o n  of e c o n o m i c a l l y  a f f e c t e d  c o m m u n i t i e s  w h i c h  

w o u l d  s t a t e  that "the m u n i c i p a l i t i e s  i n c o r p o r a t e d  u n d e r  s t a t e  law 

w h i c h  h a v e  a h i s t o r y  of or c a n  d e m o n s t r a t e  that t h e y  m a y  h a v e  t h e i r 

s e r v i c e s  i m p a c t e d  b y  this type of p r o j e c t  w o u l d  be the e c o n o m i c a l l y  

a f f e c t e d  c o m m u n i t i e s . "

N u m b e r  0291

R E P R E S E N T A T I V E  O G A N  s t a t e d  that d e f i n i t i o n s  a r e  u s u a l l y  p u t  in 

s t a t u t e  for terms tha t  a r e  in the bill.

R E P R E S E N T A T I V E  R O K E B E R G  s t a t e d  that he d i d  h a v e  a n o t h e r  a m e n d m e n t  

that w o u l d  do so.

N u m b e r  0348

R E P R E S E N T A T I V E  R O K E B E R G  m a d e  a m o t i o n  to a d o p t  the c o n c e p t u a l  

a m e n d m e n t s .

C H A I R M A N  H O D G I N S  a s k e d  if t h e r e  was  an o b jection.

N u m b e r  0355

R E P R E S E N T A T I V E  O G A N  o b j e c t e d  for d i s c u s s i o n  purposes. He s t a t e d  

that h e  is m o v i n g  a m e n d m e n t s  to d e f i n i t i o n s  a n d  the c o m m i t t e e  d o e s  

not kno w  w h e r e  h e  is g o i n g  w i t h  the d e f i n i t i o ns .  He s t a t e d  that it 

w o u l d  be h e l p f ul  to h ave the a m e n d m e n t s  written.

N u m b e r  0408

C H A I R M A N  H O D G I N S  s t a t e d  that the c o m m i t t e e  c o u l d  a d j o u r n  w i t h  the 
m o t i o n  pending.

N u m b e r  0438

R E P R E S E N T A T I V E  R O K E B E R G  s t a t e d  that he w o u l d  e x p l a i n  the o t h e r  

p o r t i o n  to his amend m e n t .  On p a g e  24, lin e  18, the e c o n o m i c a l l y  

a f f e c t e d  c o m m u n i t i e s  w o u l d  be added. He s t a t e d  that h e  w o u l d  b r i n g  

the formal a m e n d m e n t s  to the committee. He  w i t h d r e w  h i s c o n c e p t u a l  

a m e n d m e n t s .

N u m b e r  0542

R E P R E S E N T A T I V E  O G A N  s t a t e d  that  h e  c o n c u r r e d  w i t h  R e p r e s e n t a t i v e  

R o k e b e r g ' s  d i r e c t i o n  w i t h  the amendm e n t s .

N u m b e r  0565

R E P R E S E N T A T I V E  K E M P L E N  r e f e r r e d  to p a g e  7, lin e  31 a n d  s t a t e d  that 

w o u l d  addr e s s R e p r e s e n t a t i v e  R o k e b e r g ' s  c oncerns. He r e f e r r e d  

R e p r e s e n t a t i v e  R o k e b e r g ' s  a b o v e - m e n t i o n e d  p r o p o s e d  c h a n g e  on p a g e  

24, a n d  s t a t e d  that it was his u n d e r s t a n d i n g  that the m u n i c i p a l
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p a r t i c i p a t i o n  w a s  for t h o se  c o m m u n i t i e s  that w e r e  g i v i n g  u p  

p r o p e r t y  t a x e s .

N u m b e r  0638

R E P R E S E N T A T I V E  K E M P L E N  s t a t e d  that h e  w o u l d  like to p r e s e n t  a 

c o n c e p t u a l  a m e n d m e n t  on p a g e  14, line 25 a d d  "with a c r e d i t  ca p  of 

$ 100 mi l l i o n . "

C H A I R M A N  H O D G I N S  a s k e d  tha t  h e  p r e s e n t  tha t  a m e n d m e n t  in w r i t t e n  

f o r m  at the n e x t  m e e ting. He a n n o u n c e d  that the bil l  w o u l d  be h e l d  

over.
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“DN R n e e d s  th e  in f o r m a t io n , n o t  m e,*  M r t in  r e to r te d . “Y ou n e e d  to  b e  s u r e  th e  G o v e rn o r 
d o e s n ’t  v e to  th is .  T h a t 's  t h e  b o t to m  lin e , to  m a k e  th i s  t h in g  a c c e p ta b le  to  th e  G o v e rn o r. [DNR 
n e e d s  th e  in fo rm a tio n ]  so  t h e y  a r e  s a t is f ie d  a n d  w ill te ll th e  g o v e rn o r  i t ’s  a  go o d  b ill."

K o h rin g  w a s  s c o rn fu l  o f  S h iv e ly ’s  c la im  t h a t  th e  L e g is la tu re  is  o n  “d a n g e r o u s  g ro u n d *  by  giv ing  
th e  oil i n d u s t r y  a  b r e a k .

“W e s h o u ld  be le s s  p re o c c u p ie d  w ith  w h a t  th e  s ta te  is  g o in g  to  b e  g iv in g  u p  a n d  w h a t  ro y a ltie s  
w e c o u ld  p o te n tia lly  h a v e , a n d  lo o k  m o re  a t  g iv in g  th e  oil i n d u s t r y  m o re  o p p o r tu n i t ie s  a n d  le s s  p o ­
te n tia l  ta x e s ,"  K o h rin g  s a id .  “T h e  r e s u l t  w ill be  a  s t ro n g  e c o n o m y  a n d  m o re  p e o p le  e m p lo y e d . If  th e  
i n d u s t r y  is  w illin g  to  ta k e  o n  th e  r i s k  o f  in v e s t in g  in  th e  i n f r a s t r u c tu r e  a n d  th e  t im e  a n d  m o n e y  
in to  th i s  th in g , th e y  o u g h t  to  r e a p  th e  b e n e f i ts ."

K o h rin g  s a id  th e  ro le  o f  th e  L e g is la tu re  s h o u ld  b e  to  m in im iz e  th e  ta x  o n  in d u s t r y  a n d  in d i­
v id u a ls  so  th e re  is  a  s t r o n g e r  e c o n o m y .

R ep. T h e r r ia u l t  m o v e d  h i s  a m e n d m e n t  lo w e rin g  th e  c a p  o il e lig ib le  oil p r o d u c t io n  to  2 5  m illio n  
b a r r e ls  p e r  field . R ep . K o h r in g  o b je c te d . T h e  a m e n d m e n t  p a s s e d  o n  a  v o te  o f  5  to  2 , w ith  R ep s. 
E ld o n  M u ld e r  a n d  K o h r in g  v o tin g  n o .

M u ld e r  th e n  o ffe red  a  m o tio n  to  m o v e  C S H B  3 8 0  (FIN) f ro m  F in a n c e  w ith  in d iv id u a l  r e c o m ­
m e n d a tio n s .

G r u s s e n d o r f  o b je c te d , a r g u in g  t h a t  n o t  e n o u g h  in fo rm a tio n  is  a v a ila b le  to  k n o w  if  th i s  i n c e n ­
tive is  re a lly  n e e d e d . H e p o in te d  o u t  r h a t  DNR w ill be  g e tt in g  th e  s e is m ic  in fo rm a tio n  o n  R e d o u b t 
S h o a ls  o n  M a rc h  3 1 . B u t  T h e r r i a u l t  w a s n ’t  c o n c e rn e d  b e c a u s e  th e  in fo rm a tio n  w o u ld  b e  a v a ila b le  
to  o th e r  c o m m itte e s . H o d g m s  a s s u r e d  th e  c o m m itte e  t h a t  h e  w ill d r a f t  a m e n d m e n ts  to  th e  b ill if 
th e  s e ism ic  s h o w s  “w e  a r e  g iv in g  a w a y  th e  f a r m .”

M u ld e r’s  m o tio n  to  m o v e  th e  w a s  a p p ro v e d , 6  to  1, w ith  G r u s s e n d o r f  th e  o n ly  o p p o s in g  vo te . 
R eps. G ar} D av is , P e te  K elly , K o h r in g , M a r tin , M u ld e r  a n d  T h e r r ia u l t  v o te d  in  fav o r.

T h e  bill g a rn e re d  “d o  p a s s "  r e c o m m e n d a t io n s  from  D av is , K o h rin g  a n d  M u ld e r . G r u s s e n d o r f  
s ig n e d  “a m e n d ,"  a n d  T h e r r i a u l t ,  K elly  a n d  M a rtin  s ig n e d  “n o  re c o m m e n d a t io n ."

NORTH SLOPE GAS_________________________________________________
Gas-to-liquids incentives stay in bill after Ryan taken to woodshed

A fter w h a t  s e e m e d  lik e  e n d le s s  h e a r in g s ,  th e  H o u se  Oil a n d  G a s  C o m m itte e  s e n t  i t s  v e r s io n  of 
th e  a d m in i s t r a t io n ’s s t r a n d e d  g a s  le g is la t io n , HB 3 9 3 , to  H o u s e  R e s o u rc e s ,  w h e re  it  w a s  h e a r d  on  
M arch  2 6  a n d  3 1 . A n o th e r  R e s o u r c e s  h e a r in g  is  s c h e d u le d  fo r  A p ril 2 , “so  R a m o n a  [B a rn e s ]  c a n  
h av e  h e r  say ,"  a c c o rd in g  to  a  s o u rc e .  T h e  bill is  th e n  expec te d  to  m o v e  q u ic k ly  to  H o u s e  F in a n c e .

At th e  M a rc h  2 4  O il a n d  G a s  h e a r in g ,  R ep . J o e  R y an  h a d  h a r s h  w o rd s  fo r t h e  bill a n d  a  fo ld e r 
fu ll o f a m e n d m e n ts .

T h is  bill, h e  s a id  is  a  “w is h  lis t"  fo r  th e  in d u s t r y ,  t h a t  th e y  h o p e  th e  L e g is la tu re  “is d u m b  
e n o u g h  to  a c c e p t."

“E v en  w ith  m y  few  a m e n d m e n ts ,  th i s  b ill p ro p o s e s  to  give u p  9 5  p e r c e n t  o f  A la s k a ’s  t r e m e n ­
d o u s  w e a lth , a s  m u c h  a s  th e  S p a n ia r d s  to o k  o u t  o f  S o u th  A m e ric a ."

O n e  o f  R y a n ’s  p ro p o s e d  c h a n g e s  w o u ld  h a v e  re q u ire d  p ro je c t  s p o n s o r s  to  p a y  1 0 .5  p e rc e n t  
s im p le  in te r e s t  o n  a n y  t a x e s  o r  o th e r  p a y m e n ts  a  p ro je c t  s p o n s o r  is  a llo w e d  to  d e fe r . T h e  r a te  is  th e  
s ta n d a r d  e s ta b l is h e d  in  s t a t e  law  fo r  p r e ju d g m e n t  in te r e s t  in  la w s u i t s ,  a n d  th e  r a te  a t  w h ic h  th e  
s ta te  b o th  c o lle c ts  a n d  p a y s  i n t e r e s t  o n  ta x e s  u n d e r  o r  o v e r -p a id .
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If th e  s t a te  w o n ’t  b e  g e t t in g  a n y  re v e n u e  fro m  th is  p ro je c t fo r 10 to  15 y e a r s ,  R y a n  sa id  th e  
s p o n s o r s  s h o u ld  a t  l e a s t  p a y  th e  s t a t e  fo r th e  v a lu e  o f i t s  m o n e y .

“W h e re  in  t h e  w o r ld  c a n  y o u  u s e  s o m e o n e ’s  m o n e y  a n d  n o t  p a y  r e n t  fo r  it?" R y a n  a s k e d . “W hy 
c h e a t  th e  p e o p le  o f  A la s k a  o u t  o i w h a t  is  d u e  th e m ? "

C o m m is s io n e r  o f  N a tu ra l  R e s o u rc e s  J o h n  S h ively , s i t t in g  in  fo r a n  a b s e n t  W ilso n  C o n d o n , th e  
a d m in is t r a t io n ’s  u s u a l  p o in t -m a n  o n  th e  s t r a n d e d  g a s  b ill, o p p o s e d  th e  a m e n d m e n t .  He s a id  
R y a n ’s p ro p o s a l  w o u ld  p u t  a n o th e r  b u r d e n  on  th e  p ro je c t, a n d  n o te d  t h a t  th e re  i s  n o th in g  in  th e  
b ill p re c lu d in g  t h e  a d m in i s t r a t io n  fro m  c h a rg in g  in te r e s t .

Rep. N orm  R o k e b e rg  s a id  h e  b e liev es  ty in g  it  to  a  s t a tu to r y  in te r e s t  r a t e  is  n o t  w ise , g iven  th a t  
b o th  m a rk e t  c o n d i t io n s  a n d  in te r e s t  r a t e s  v a ry . R ep . C o n  B u n d e  a g re e d  s a y in g  h e  w o u ld  b e  e m b a r ­
r a s s e d  if th e  L e g is la tu re  l im ite d  th e  in te r e s t  r a te  to  1 0 .5  p e rc e n t ,  a n d  th e  p r im e  a t  th e  tim e  th e  
c o n t r a c t  w a s  e n te r e d  in to  w a s  2 0  p e rc e n t .

T h e  a m e n d m e n t  fa iled  o n  a  1-3 vo te , w ith  R y an  a lo n e  in  favo r.

T h e  A n c h o ra g e  R e p u b l ic a n  r e p re s e n ta t iv e  d id  s lig h tly  b e t te r ,  lo s in g  a  2 -4  v o te  o n  a n  a m e n d ­
m e n t  t h a t  w o u ld  h a v e  r e s t r ic te d  th e  c o m m is s io n e rs ’ a b ili ty  to  c h a n g e  ro y a lty  v a lu a t io n  m e th o d s  
a n d  re la te d  te rm s .  H e c la im e d  th a t  th e  bill g ives th e  c o m m is s io n e r  o f  n a t u r a l  r e s o u r c e s  th e  r ig h t to  
d e v e lo p  tin y  t e r m s  fo r ro y a lty  h e  c h o o se s . H e s a id  th e  a m e n d m e n t  w o u ld  m a k e  th e  c o m m is s io n e r  
a b id e  by th e  ro y a lty  p ro v is io n s  in  T itle  3 8 , t h a t  a p p ly  to  e v e ry o n e  e lse .

R y an  s a id  K u w a it  g e ts  a n  8 8  p e rc e n t  ro y a lty  a n d  A la sk a  o n ly  g e ts  12 .5  p e rc e n t .  “W e a re  
g e tt in g  th e  s h o r t  e n d  o f  th e  s t ic k  n o w  a n d  w e  d o n ’t  n e e d  to  g e t th e  s h o r t  e n d  o f th e  s t ic k  a g a in ."

S h ive ly  a s s u r e d  th e  c o m m itte e  t h a t  h e  is  n o t p ro p o s in g  a  c h a n g e  in  th e  12 .5  p e r c e n t  ro y a lty .

B u t O g a n  w a s  n o t  a s s u r e d .  “T h is  bill g ives a  lo t o f  la t i tu d e  to  c o o k  th e  b o o k s ,” h e  o b se rv e d . 
M igh t th e  s t a t e ’s  1 2 .5  p e r c e n t  b e  w o r th  ze ro , p a r t ic u la r ly  if  t r a n s p o r ta t io n  c o s t s  a r e  h ig h ?

S h ive ly  sa id  if  th e  c o m m is s io n e r  n e g o tia te d  th e  ro y a lty  to  z e ro  a n d  *he L e g is la tu re  d id n ’t c a tc h  
it, h e  be liev es  it w o u ld  b e  a  p ro b le m  o f p u b u c  t r u s t .  “If th e r e  is  n o  b a s ic  v a lu e , w e s h o u ld  leave  th e  
g a s  in  th e  g r o u n d ,"  S h iv e ly  a d d e d , re m in d in g  m e m b e rs  t h a t  th e  c o n t r a c t  w ill c o m e  b e fo re  th e  
L e g is la tu re  for a p p ro v a l .

“W e a r e  g iv in g  a n  a w fu l lo t  o f  a u th o r i ty  to  tw o p eo p le ,"  R y an  r e to r te d ,  r e fe r r in g  to  th e  c o m m is ­
s io n e rs  of r e v e n u e  a n d  n a t u r a l  re s o u rc e s .  O n ce  a  c o n t r a c t  c o m e s  o u t  w ith  a  r a s h  o f p u b lic ity , it 
will b e  d ifficu lt to  s to p . “Y ou p u t  y o u r  f in g e r in  th e  d ik e  a n d  th e  m o m e n tu m  o f  th e  p ro je c t  w ill w a s h  
yo u  d o w n  th e  r iv e r ."  h e  s a id

T h e  a m e n d m e n t  fa iled  o n  a  v o te  o f 2 to  4 , R y an  a n d  O g an  v o tin g  “y e s ,"  a n d  B rice , K em p len , 
R o k eb e rg  a n d  B u n d e  “n o .”

A R y an  a m e n d m e n t  to  r e q u ir e  a  p ro je c t la b o r  a g re e m e n t a ls o  fa ile d , d e s p i te  h is  a rg u m e n t ,  
b a c k e d  by a  lega l o p in io n  fro m  th e  c h ie f  leg is la tiv e  a t to rn e y ,  t h a t  th e  p ro v is io n s  in  th e  b ill re g a rd ­
in g  r e s id e n t  h ire  a r e  u n c o n s t i tu t io n a l .

“T he o n ly  w a y  w e c a n  in s u r e  so m e  A la sk a  h ire  is  w ith  a  p ro je c t  la b o r  a g r e e m e n t ,” R y a n  sa id . 
“T h is  is  th e  o n ly  w a y  to  in s u r e  w e  get a  p iece  o f  th e  a c t io n .”

B u n d e  p o in te d  o u t  t h a t  h e  is  c o n c e rn e d  a b o u t  A la sk a  h ire , b u t  n o te d  t h a t  h ir in g  o u t  o f  th e  l a ­
b o r h a l ls  d o e s n ’t n e c e s s a r i ly  fix  th e  p ro b le m .

T h e  a m e n d m e n t  fa iled , 3  to  3 . In  fav o r o f th e  a m e n d m e n t  w e re  B ric e , K e m p le n  a n d  R y an . 
O p p o se d  w ere  O g a n , R o k e b e rg  a n d  B u n d e .
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S e v e ra l o f R y a n ’s  le s s  c o n tro v e r s ia l  a m e n d m e n ts  w e re  a d o p te d , in c lu d in g  o n e  to  a llow  ro y a lty  
m o d if ic a tio n s  o n ly  if  th e y  d o  n o t  “im p a ir  th e  a b ility  o f th e  s ta te  to  m e e t  th e  d e m a n d  in  th i s  s ta te  for 
g a s  ... a n d  a  p ro p o s a l  to  r e q u ir e  a ll in fo rm a tio n  k e p t  c o n f id e n tia l  u n d e r  th e  bill to  be  m a d e  
a v a ila b le  to  le g is la to rs .

T h e  m o s t  in te r e s t in g  o f  R y a n ’s  a m e n d m e n ts ,  h o w ev e r, w a s  o n e  a t  w a s  n o t  a d o p te d — or, to  be  
p re c is e , w a s  a d o p te d  a n d  th e n  u n a d o p te d .  It w o u ld  h a v e  a rg u a b ly  p re v e n te d  th e  b ill— a n d  th e  
p o te n tia l  a d v a n ta g e s  i t  o ffe rs  to  in v e s to r s — from  a p p ly in g  to  a  g a s - to - l iq u id s  (GTL) p ro je c t ,  a  p ro je c t 
in  w h ic h  g a s  w o u ld  b e  c o n v e r te d  to  a  l iq u id  fuel o n  th e  N orth  S lo p e  a n d  t h e n  t r a n s p o r te d  th ro u g h  
th e  TAPS oil lin e .

A b ill a im e d  a t  b u i ld in g  a  g a s  p ip e lin e  s h o u ld  n o t  in c lu d e  la n g u a g e  a b o u t  GTL tech n o lo g y , 
R y an  a rg u e d .

B u n d e , w h o  w a s  c h a i r in g  th e  m e e tin g  in  th e  a b s e n c e  o f  Oil a n d  G a s  C h a ir  M a rk  H o d g in s , 
c o u n te r e d  th a t  a  GTL p ro je c t  n e e d s  to  r e m a in  elig ib le  b e c a u s e  i t  m ig h t e x te n d  th e  e c o n o m ic  life o f  
th e  t r a n s -A la s k a  p ip e lin e  (TAPS) o il lin e . D e p a r tm e n t o f  N a tu ra l  R e s o u rc e s  C o m m is s io n e r  J o h n  
S h iv e ly  a ls o  w e ig h e d  in  a g a in s t  th e  a m e n d m e n t ,  b u t  to  n o  av a il. T h e  a m e n d m e n t  to  d u m p  GTLs 
from  th e  b ill w a s  a d o p te d  o n  a  4  to  1 vo te , K em n len , O g an , R o k eb e rg  a n a  R y a n  in  fav o r, a n d  B u n d e  
o p p o se d .

R ep . R y an  h a d  m o re  a m e n d m e n ts  p re p a re d , b u t  t im e  r a n  o u t ,  fo rc in g  th e  c o m m itte e  to  s c h e d ­
u le  a n o th e r  m e e tin g  fo r  th e  m o r n in g  o f  M a rc h  2 6 , so  th e  bill c o u ld  b e  m o v e d  o u t  o f  c o m m itte e  in  
tim e  to  h e  re a d  a c r o s s  th e  c h ie f  c le r k ’s  d e s k  a n d  be  re fe rre d  to  R e s o u rc e s ,  w h ic h  h a d  sc h e d u le d  
HB 3 9 3 , “p e n d in g  r e f e r r a l , ’’ fo r  a n  e a r ly  a f te rn o o n  h e a r in g  t h a t  s a m e  d a y . T h a t  k in d  of t ig h t  
s c h e d u l in g  u s u a l ly  s ig n if ie s  a  bill a b o u t  w h ic h  th e  leg is la tiv e  le a d e r s h ip  is  u rg e n t ly  c o n c e rn e d . 
T h a t  p ro v ed  to  b e  th e  c a s e , a s  R y an  w a s  a b o u t  to  d isc o v e r.

A c c o rd in g  to  H o d g in s , o n  th e  m o rn in g  o f  M arch  2 6 , h e  a n d  R y an  m e t  w ith  H o u se  S p e a k e r  G ail 
P h illip s  in  h e r  p r iv a te  office. S o u rc e s  say  P h illip s  a n g rily  c h a s t is e d  R y a n  fo r h i s  a c t io n s  o n  th e  bill. 
“He go t ta k e n  to  th e  w o o d s h e d ,” a  s o u rc e  sa id .

W h e n  th e  Oil a n d  G a s  C o m m itte e  c o n v e n e d  la te r  t h a t  m o rn in g , B u n d e  im m e d ia te ly  m o v ed  th a t  
th e  c o m m itte e  r e s c in d  i t s  a c t io n  in  a d o p t in g  R y a n ’s  a m e n d m e n t  to  s c r u b  th e  bill o f  a n y  in te n t  to  
su b s id iz e  a  g a s - to - l iq u id s  p ro je c t. R y a n , o b v io u s ly  v ex ed , o ffered  a n  a m e n d m e n t  to  th e  a m e n d ­
m e n t, to  d e le te  a ll t h e  a m e n d m e n ts  th e  c o m m itte e  h a d  a d o p te d  o n  T u e s d a y , b u t  th e r e  w a s  n o  s e c ­
o n d .

R ep. K e m p le n  o b je c te d  to  th e  m o tio n , a s k in g  w h y  c o m m itte e  m e m b e r s  th o u g h t  it  n e c e s s a ry  to  
r e s c in d , to  w h ic h  B u n d e  o b s e rv e d  t h a t  le g is la to rs  a r e  n o t  re q u ire d  to  e x p la in  th e i r  v o te s . K em p len , 
a p p a re n t ly  s a t is f ie d , re m o v e d  h i s  o b je c tio n  a n d  th e  m o tio n  w a s  a p p ro v e d  w i th o u t  o b je c tio n .

R y an  le ft th e  ro o m  a t  th i s  p o in t  a n d  n e v e r  r e tu rn e d .

W ith  R y a n ’s  a m e n d m e n t  b a c k  b e fo re  th e  c o m m itte e , O g an  a g a in  o b je c te d  to  le a v in g  th e  GTL 
la n g u a g e  in  th e  b ill, s a y in g  th e  w h o le  id e a  o f th is  b ill is  to  p ro v id e  a n  in c e n t iv e  a n d  d e fe r  ta x e s  to  
m a k e  a  g a s  lin e  p ro je c t  e c o n o m ic a lly  fea s ib le . H e e x p re s s e d  s u p p o r t  fo r w h a te v e r  te c h n o lo g y  is  
n e e d e d  to  g e t th e  g a s  d e v e lo p e d , b u t  s a id  if i t ’s  GTL tech n o lo g y , th o s e  s p o n s o r s  s h o u ld  c o m e  b a c k  
to  th e  L e g is la tu re  if  th e y  n e e d  f in a n c ia l  a s s is ta n c e .

R o k e b e rg  s a id  h e  a b s o lu te ly  a g re e s  w ith  O g an , b u t  s a id  it is  p r e m a tu r e  to  rem o v e  th is  
la n g u a g e  u n t i l  it h a s  b e e n  d e b a te d  b y  H o u se  a n d  S e n a te  c o m m itte e s . To d o  so  w o u ld  “se n d  a  
n e g a tiv e  m e s s a g e  to  in d u s t r y ” t h a t  th e  L e g is la tu re  is  n o t  s u p p o r tiv e . U lt im a te ly , w h a te v e r  c o n tr a c t  
is  d ev e lo p ed  w ill u n d e r g o  e x t r a o r d in a r y  p u b lic  s c ru t in y , h e  a d d e d .

K e m p len  w a s  n o t  s a t is f ie d . “T h is  la n g u a g e  s a y s  y o u  c a n  n e g o tia te  e v e ry th in g  ... (W )eVe p u t  ev ­
e ry th in g  o n  th e  ta b le ."  H e Q u e s tio n e d  w h e th e r  a  GTL p ro je c t w ill n e e d  th e  s a m e  f isc a l a d ju s tm e n ts
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a s  a  g a s  line  p ro je c t .  H e n o te d  t h a t  m a n y  la w m a k e rs  h a v e  c o n c e r n s  w ith  th e  M ap co  ro y a lty  o il c o n ­
t r a c t ,  b u t  th e  a d m in i s t r a t io n  h a s  ta k e n  th e  p o s it io n  t h a t  l a w m a k e r s  o n ly  h a v e  th e  o p p o r tu n i ty  to  
a p p ro v e  o r  re je c t  t h e  c o n tr a c t .  H e b e liev es  it  i s  p r u d e n t  fo r th e  L e g is la tu re  to  h a v e  a  sa y  in  th e s e  
c o n t r a c t s ,  a n d  if  l e g is la to r s ' r e c o m m e n d a t io n s  h a v e  m e r i t ,  t h e  c o n t r a c t s  s h o u ld  b e  c h a n g e d .

R o k e b e rg ’s  m o tio n  to  re m o v e  th e  G TL d e le tio n  fro m  R y a n ’s  a m e n d m e n t  p a s s e d  o n  a  v o te  o f 4 
to  2 , w ith  B rice , B u n d e , R o k e b e rg  a n d  H o d g in s  v o tin g  in  fa v o r o f  l e a v i r g  G T L s in  th e  b ill. O g a n  a n d  
K em p len , o n  th e  lo s in g  s id e , v o te d  to  t a k e  G TLs o u t  o f  th e  b i ’\

Judith Erickson, owner o f  CAPITAL INFORMATION GROUP, reported and did the final editing on 
this and the following story. ALASKA BUDGET REPORT Editor Gregg Erickson has an economic con­
sulting engagement related to the gas project with a municipality along the route o f thu. proposed 
pipeline.

Condon. "This doesn’t have a damn thing to do with o il"
W h e n  H o u s e  R e s o u rc e s  C o m m itte e  c o n v e n e d  o n  th e  a f te r n o o n  o f M a rc h  2 6  to  h e a r  H B  3 9 3 , 

th e  s t r a n d e d  g a s  b ill, R ep . M a rk  H o d g in s  a s k e d  R e s o u rc e s  C o -c h a ir  S c o t t  O g a n  w h a t  h i s  in te n t io n s  
a r e  in  r e g a rd s  to  t h e  bill. H o d g in s , w h o  h a d  th e  bill in  h i s  O il a n d  G a s  C o m m itte e  fo r a lm o s t  tw o 
m o n th s ,  e m p h a s iz e d  th e  im p o r ta n c e  o f  g e tt in g  th is  b ill to  H o u s e  F in a n c e  b e fo re  th e y  b e g in  th e ir  
b u d g e t  w ork .

O g a n  s a id  h e  w o u ld  p ro b a b ly  m ove th e  b ill o u t  o n  T h u r s d a y ,  A pril 2 . H e s a id  h e  is  a ls o  in  a  
h u rry ’; o th e rw is e  h e  w o u ld n ’t  h a v e  h e a rd  th e  b ill o n  th e  d a y  i t  c a m e  to  h i s  c o m m itte e . H e s a id  Rep. 
B a rn e s  w ill n o t  be  b a c k  u n t i l  A pril 2, a n d  h e  w a n ts  to  give h e r  th e  o p p o r tu n i ty  to  a d d r e s s  t h i s  bill 
be fo re  it  m o v es .

A fte r a  p r e s e n ta t io n  o n  th e  b ill by D e p a r tm e n t  o f  R e v e n u e  C o m m is s io n e r  W ilso n  C o n d o n , R ep. 
J o e  G re e n  a s k e d  a b o u t  th e  e n v iro n m e n ta l  c o n s e q u e n c e s  o f a n o th e r  p ip e lin e . If th e  s ta te  is  w a lk in g  
in  lo ck  s te p  w ith  th e  p r o p o n e n ts  o n  th i s  p ro je c t a n d  d is c o v e rs  a n  e n v iro n m e n ta l  p ro b le m , w h a t 
w o u ld  it do?

C o n d o n  s a id  t h i s  is  a  r e s p o n s ib le  f ra m e w o rk  fo r a  b u s in e s s  d e a l;  i t  i s  n o t  s e n s ib le  to  a d d r e s s  
th e  s t a t e ’s e n v ir o n m e n ta l  w o rk  in  th is  p ro c e s s .  C o n d o n  s a id  a  c o n t r a c t  w ill m o v e  a lo n g  ir re sp e c tiv e  
o f  a n y  e n v ir o n m e n ta l  d iff ic u ltie s  t h a t  m ig h t a r is e .

R ep. W illia m s  a s k e d  if  th e  3 0  d a y  le g is la tiv e  rev iew  w o u ld  t a k e  p la c e  d u r in g  s e s s io n . C o n d o n  
s a id  it w o u ld  h a v e  to .

R ep . B ev erly  M a se k  a s k e d  C o n d o n  h o w  m u c h  th e  s ta te  w ill b e  g iv in g  a w a y  in  ta x e s  a n d  ro y a l­
t ie s  for th is  p ro je c t .

T h is  bill d o e s n ’t  give a w a y  a n y th in g , C o n d o n  s a id . It is  a  f ra m e w o rk  t h a t  w ill a llow  th e  e x e c u ­
tiv e  b r a n c h  to  c o m e  b a c k  to  th e  L egish  u re  w ith  a  p ro p o s a l  t h a t  m ig h t  g iv e  s o m e th in g  aw ay , b u t  it 
m ig h t n o t.

In  r e s p o n s e  to  a  q u e s t io n  from  R ep. Bill H u d s o n , H o d g in s  s a id  g a s  w ill b e  p ro v id e d  to  c o m m u ­
n i t ie s  w ith in  e c o n o m ic  p ro x im ity  o f  th e  p ro je c t, m e a n in g  th e  d i s t a n c e  -w ithin w h ic h  p r iv a te  in d u s t r y  
is  w illin g  to  b u i ld  a  s p u r  l in e  to  su p p ly  a  c o m m u n ity  w ith  n a t u r a l  g a s .

H u d s o n  a s k e d  if  th e r e  w ill be a n y  re v e n u e  s h a r l r®  to  h e lp  o ff s e t  th e s e  c o s ts .  H o d g in s  
e x p la in e d  t h a t  th e  O il a n d  G a s  C o m m itte e  h a d  se v e ra l m e e tin g s  w i th  th e  p ip e lin e  m a y o rs  a n d  th e y  
a r e  c o m fo r ta b le  in  s e e in g  th i s  p ro je c t m o v e  fo rw a rd . H e s a id  th e  m a y o r s  a s s u r e d  th e  c o m m itte e  
t h a t  th e y  h a v e  c a s h  flow  to  a d d r e s s  s o m e  o f th e  so c io e c o n o m ic  im p a c ts  o f  th e  p ro je c t, a s  lo n g  a s  
th e y  re c o u p  th e i r  d e fe r re d  t a x  d o lla rs  l a t e r  on . H o d g in s  s a id  th e  c o m m u n i t ie s  a r e  very  s u p p o r t iv e  o f  
ih e  p ro jec t.
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H u d s o n  sa id  th e  g a s  b e lo n g s  to  a ll A la s k a n s ,  b u t  so m e  c o m m u n it ie s  a re  g o in g  to  b e n e fit 
g re a tly  fro m  th e  c o n s t r u c t io n  p ro je c t. If -h e re  is  r e v e n u e  s h a r in g  in  th e  c o n tr a c t ,  H u d s o n  s a id  h e  
w o u ld  like to  see  K o d ia k  a n d  S o u th e a s t  A la sk a  s h a r e  in  th e  b e n e f its .

A M arch  2 4  s u c c e s s f u l  a m e n d m e n t  b y  R o k eb e rg , w h o  r e p r e s e n t s  A n c h o ra g e , c o u ld  j u s t  c o n ­
ce iv ab ly  m a k e  t h a t  p o s s ib le . I t e s t a b l i s h e s  a  s p e c ia l  a id  p ro g ra m  fo r c o m m u n it ie s ,  in c lu d in g  
A n c h o ra g e , w h e re  m u n ic ip a l  ta x  r e v e n u e s  w o n ’t  be  r e d u c e d , b u t  w h ic h  a r e  n e v e r th e le s s  
“e c o n o m ic a lly  a f fe c te d ” b y  th e  g a s  p ro je c t .  B o th  “re v e n u e -a f fe c te d ” a n d  “e c o n o m ic a lly  a f fe c te d ’ 
c o m m u n it ie s  w o u ld  be e lig ib le  fo r  p e r io d ic  p a y m e n ts  u n d e r  a  s t r a n d e d  g a s  p ro je c t c o n t r a c t .  In  fig ­
u r in g  o u t  w h o  is  e lig ib le  fo r th e  p a y m e n ts  th e  c o m m is s io n e r  o f  r e v e n u e  c o u ld  c o n s id e r  h is to r ic a l  
d a ta  from  c o n s t r u c t io n  o f  TA PS in  th e  1 9 7 0 s .

B u t d u r in g  d is c u s s io n  o f R o k e b e rg ’s  p ro p o s a l  B u n d e  h a d  w o n d e re d  o u t  lo u d  if  th e r e  w a s  so m e  
w ay to  p re v e n t c o m m u n i t ie s  in  w e s te r n  A la s k a  fro m  c la im in g  t h a t  th e y  a r e  “re v e n u e -a f fe c te d "  o n  
th e  theory’ t h a t  i t s  r e s id e n t s  w e re  w o rk in g  o n  th e  g a s  lin e  r a t h e r  th a n  f ish in g .

R o k e b e rg  h a d  s a id  t h a t  h e  wi»l lo o k  a t  “t ig h te n in g  u p  th e  s id e b o a rd s "  o n  th e  la n g u a g e  a s  th e  
bill m o v es  th r o u g h  c o m m itte e . He n o te d  t h a t  C o m m is s io n e r  C o n d o n  h a d  re v ie w e d  th e  la n g u a g e  
a n d  th o u g h t  it  w a s  w o rk a b le .

N ot s u rp r is in g ly ,  n o  o n e  a t  th e  M a rc h  2 6  R e s o u rc e s  m e e tin g  b r o u g h t  t h i s  e a r l ie r  e x c h a n g e  to  
H u d s o n ’s a t te n t io n .  L a te r  in  th e  m e e tin g  H o d g in s  s a id  th e r e  w ill be  im p a c ts  in  ev e ry  A la s k a  c o m ­
m u n ity , b u t  if too  m u c h  r e v e n u e  d e d ic a t io n  is  lo a d e d  o n  th e  f ro n t  e n d  o f  th e  p ro je c t, i t  w ill n e v e r  be 
b u ilt.

R e a d in g  th e  l i s t  o f  t a x e s  t h a t  th e  c o m m is s io n e r  c o u ld  c o n s id e r  fo r p a y m e n ts  in  lie u  o f  ta x e s , 
O g an  sa id  m a d e  h im  sw a llo w  h a rd .

“T h is  is  a  h e c k  o f a  lo t o f  a u th o r i ty  w e a r e  d e le g a tin g  to  y o u  o r  y o u r  s u c c e s s o r ,"  O g a n  sa id . 
“C an  y o u  give u s  so m e  c o m fo r t o n  w h y  w e s h o u ld  g ive y o u  th is  a u th o r i ty ? "

O g an  a ls o  a s k e d  if t h i s  w o u ld  a llo w  th e  re n e g o tia t io n  o f  oil ta x e s  a s  w ell a s  ta x e s  o n  g a s .

C o n d o n  sa id  t h i s  bill d o e s  n o t  a u th o r iz e  th e  m o d if ic a tio n  o f  a n y  oil ta x e s . T h e  b ill is  d ra f te d  to  
in c lu d e  th e  p ro p e r  n a m e s  fo r th e  ta x  c h a p te r s ,  m a n y  o f w h ic h  r e fe r  to  oil a n d  g a s . H e a d d e d  th a t  if 
th is  bill p a s s e s ,  th e  L e g is la tu re  r e ta in s  a ll th e  a u th o r i ty  to  d e r id e  w h e th e r  o r  n o t  to  m a k e  th e s e  
c h a n g e s  in  th e  c o n tr a c t .

O g an , a p p a r e n t ly  n o t  s a t is f ie d , a s k e d  a g a in  if a n y th in g  a n y w h e re  in  th e  bill g iv e s  t h e  c o m ­
m is s io n e r  o f  r e v e n u e  th e  a u th o r i ty  to  c o n s id e r  c h a n g in g  ta x e s  o n  o il.

“T h is  d o e s n ’t  h a v e  a  d a m n  th in g  to  do  w ith  oil e x c e p t t h a t  i t  h a s  t h a t  th r e e  le t te r  w o rd  th e r e ,” 
C o n d o n  rep lied . N o th in g  in  th e  b ill i n s t r u c t s  th e  c o m m is s io n e r  to  b r in g  a  p ro p o s a l  to  th e  
L e g is la tu re  t h a t  c h a n g e s  ta x e s  o n  oil. T h is  a  g a s  p ro je c t, s o  th e  c o n t r a c t  w o u ld  o n ly  d e a l  o n ly  w ith  
th e  ta x e s  im p o se d  by  th e  s t a t e  o n  g a s , h e  a d d e d .

H o d g in s  s a id  la w m a k e r s  m u s t  d e c id e  n o w  if th e y  w a n t  to  se e  th i s  p ro je c t  c o n t in u e  o n  f u r th e r .

R ep . M asek  s a id  s h e  k n o w s  th i s  is  a n  im p o r ta n t  is s u e  to  a d d r e s s ,  b u t  g iven  th e  p r ic e  , f  o il sh e  
d o e s n ’t believe la w m a k e r s  n e e d  to  r u s h  it. S h e  p o in te d  o u t  t h a t  th in g s  c o u ld  c h a n g e  a I 4 in  th e  
n e x t te n  y e a r s .  M a se k  s a id  sh e  i s n ’t  c o m fo r ta b le  w ith  th e  b ill a s  i t s  w r i t te n  a n d  b e lie v e s  i t  n e e d s  
m a n y  a m e n d m e n ts .

“I d o n ’t  k n o w  if  th i s  is  th e  tim e  fo r i t ,” s h e  s a id . “W e s h o u ld  try  n o t  to  r u s h  in to  d o in g  s o m e ­
th in g  w e m a y  re g re t la te r ."
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Barnes suggests tax on g.:* reserves
“T h e re  h a s  b e e n  a n  a w fu l lo t o f  p r e s s u r e  p u t  o n  th i s  c o m m itte e  to  m o v e  th e  b ill,"  R ep . R a m o n a  

B a r n e s  o b s e rv e d  to  h e r  H o u s e  R e s o u rc e s  C o m m itte e  c o lle a g u e s  o n  M a rc h  3 1 , a f te r  R ep. Bill 
H u d s o n  m o v ed  to  r e p o r t  th e  s t r a n d e d  g a s  le g is la tio n , HB 3 9 3 , w ith  in d iv id u a l r e c o m m e n d a tio n s .  
“In  a ll m y  y e a r s  in  th e  L e g is la tu re  I've n e v e r  h a d  a  b ill o f  t h i s  m a g n i tu d e  m o v e  so  q u ic k ly . I d o n ’t 
be lieve  th i s  c o m m it te e  h a s  h a d  th e  o p p o r tu n i ty  to  d o  th e  w o rk  o n  it t h a t  n e e d s  to  be d o n e ,"  
e x p la in in g  h e r  o b je c tio n  to  H u d s o n ’s  m o tio n .

A f lu s te re d  S c o tt  O g a n , w h o  w a s  c h a i r in g  th e  m e e tin g  c a lle d  for a n  a i  e a s e ,  a f te r  w h ich  
H u d s o n  w ith d re w  h i s  m o tio n  to  m ove th e  b ill. B efo re  a d jo u r n in g  th e  m e e t in g , C o -c h a ir  O gan  
a n n o u n c e d  th a t  h e  w a s  “g la d  to  a c c e d e  to  th e  w is h e s  o f  m y  c o lle a g u e s ,*  n o t in g  t h a t  h e  h a d  tr ie d  
u n s u c c e s s f u l ly  in  O il a n d  G a s  to  rem o v e  th e  p ro v is io n  a llo w in g  th e  b ill to  a p p ly  to  a  g a s - to - l iq u id s  
p ro je c t. H e a n n o u n c e d  th a t  th e  c o m m itte e  w o u ld  h o ld  a n o th e r  m e e tin g  o n  th e  b ill o n  A pril 2.

It w a s  a  r e m a r k a b le  c o n c lu s io n  to  a  r e m a rk a b le  m e e tin g , o n  le g is la tio n  t h a t  v ir tu a l ly  ev e ry o n e  
p ro fe s s  to  s u p p o r t ,  b u t  w h ic h  h a s  n o n e th e le s s  c r e a te d  a  r e m a rk a b le  a m o u n t  o f  c o n tro v e rs y .

T h e  m e e tin g  h a d  s t a r t e d  e a r l ie r  in  th e  d ay  w ith  C h a ir  O g a n  o ffe rin g  a  d r a f t  c o m m it te e  s u b s t i ­
t u t e  a u th o r iz in g  th e  L e g is la tu re  i ts e lf  to  c o n d u c t  n e g o t ia t io n s  fo r  a  s t r a n d e d  g a s  c o n t r a c t ,  a  c h a n g e  
th e  a d m in is t r a t io n  h a s  s a id  w o u ld  m a k e  th e  bill u n w o rk a b le , i f  n o t  u n c o n s t i tu t io n a l .

O f c o u r s e ,  th e  b ill is  a l r e a d y  u n c o n s t i tu t io n a l ,  a c c o rd in g  to  a  M a rc h  3 0  leg a l m e m o ra n d u m  
t h a t  a c c o m p a n ie d  th e  d ra f t  s u b s t i t u t e  w h e n  it a r r iv e d  fro m  th e  L eg isla tiv e  A ffa irs  A gency .

A cco rd in g  to  L eg is la tiv e  C o u n s e l  R ic h a rd  G lover, “th e  b ill a s  in tro d u c e d  d o e s  n o t  s e e m  to  c o m ­
p ly  w ith  A rt. IX, se c  1 o f  th e  s ta te  c o n s t i tu t io n ,"  th e  s e c tio n  t h a t  p ro h ib i ts  th e  s t a t e  from  c o n tr a c t ­
in g  aw ay  i ts  ta x in g  p o w er.

B a rn e s  w a s  s u r p r i s e d  a n d  u p s e t  a t  th e  a p p e a r a n c e  o f th e  m e m o ra n d u m , w h ic h  s h e  d is a g re e s  
w ith . S h e  c a lle d  G lover, a n  e m p lo y e e  of th e  L eg is la tiv e  C o u n c il , w h ic h  B a rn e s  c h a i r s ,  to  th e  w itn e s s  
s t a n d  to  e x p la in . H e d id , b u t  B a r n e s  re m a in e d  u n s a t is f ie d .

T h e  lega l o p in io n  w a s  n o th in g  new . O n  M a rc h  11 G lo v e r’s  b o s s , T a n .a r a  B r a n d t  C ook, h a d  
w r i t te n  p re c is e ly  th e  s a m e  w o rd s  in  a  s o m e w h a t m o re  d e ta i le d  m e m o r a n d u m  a c c o m p a n y in g  a n  
e a r l ie r  c o m m it te e  s u b s t i tu te  fo r HB 3 9 3  r e q u e s te d  by O il a n d  G a s  C o m m itte e  C h a i r  M a rk  H o d g in s. 
A s B a m e s  s h o u ld  k n o w , s u c h  m e m o s  a re  a  s t a n d a r d  p ro c e d u re  w h e n  le g is la tiv e  a t to r n e y s  sp o t le­
g a l p ro b le m s  in  b ills  th e y  d r a f t  for le g is la to rs .

M oreover, A s s i s ta n t  A tto rn e y  G e n e ra l J a c k  G riffin  sa id  m u c h  th e  s a m e  th in g  w h e n  h e  a d ­
d re s s e d  th e  i s s u e  in  N o v e m b e r b e fo re  th e  H o u se  Oil a n d  G a s  C o m m itte e  [see  Adm inistration de­
scribes stranded gas legislation , ALASKA BUDGET REPORT, N o v e m b e r 19, 1997).

“W hy n o t  h a v e  a  c o n s t i tu t io n a l  a m e n d m e n t  a n d  b e  d o n e  w ith  th is ,"  a s k e d  R ep . N orm  R o k eb erg  
a s k e d  a t  th e  N o v e m b e r m e e tin g . “T h is  w o u ld  ... g ive th e  p u b lic  a  c h a n c e  to  d e c id e ."

G riffin  r e s p o n d e d  th a t  th e  id ea  o f a  c o n s t i tu t io n a l  a m e n d m e n t  w a s  n o t  c o n s id e re d  by  th e  a d ­
m in is t r a t io n  te a m  s tu d y in g  g a s  c o m m e rc ia liz a tio n . He w a s  u n a b le  to  s a y  w h y .

In a  M a rc h  2 5  l e t te r  to  R ep . T e rry  M a rtin , G riffin  re fe r re d  to  C o o k ’s M a rc h  11 o p in io n . “S h e  
c o n c lu d e d  t n a t  o n e  L e g is la tu re  c a n  n o t  b in d  a n o th e r ,  a n d  I c o n c u r ."

In h i s  l e t t e r  to  M a rtin , h o w e v e r , G riffin  d re w  a  d i s t in c t io n  b e tw e e n  a  c o n t r a c t  w ith  a  p ro je c t 
s p o n s o r ,  w h ic h  c o u ld  u n c o n s t i tu t io n a l ly  try  to  b in d  a  f u tu re  L e g is la tu re , a n d  th e  s t r a n d e d  g as  bill 
itse lf , w h ic h  m e re ly  a u th o r iz e s  a n  u n c o n s t i tu t io n a l  c o n tr a c t .  “(B )ecau se  it  d o e s  n o t  p u r p o r t  to  b in d  
f u tu r e  le g is la tu re s ,"  th e  b ill i t s e l f  is  n o t  u n c o n s t i tu t io n a l .
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L e g is la to rs  b e s id e s  B a r n e s  s e e m e d  u n c o n c e rn e d  w ith  th e  p o s s ib le  u n c o n s t i tu t io n a l i ty  o f  th e  
b ill, b u t  w e re  in te r e s te d  in  s e p a r a t io n  o f  p o w e rs  q u e s t io n s  r a is e d  by  th e  p ro p o s a l  to  le t th e  
L e g is la tu re  n e g o tia te  a  c o n t r a c t  w ith  a  p ro je c t s p o n s o r  [see Governor leaves out provision for leg­
islative approval, ALASKA BUDGET REPORT, F e b ru a ry  18, 1998J. T h a t  i s s u e  w a s  la t e r  m o o te d  w h e n  
th e  o p e ra tiv e  s e c tio n  in  O g a n 's  d r a f t  s u b s t i t u t e  w a s  rem o v ed .

T h e  c o m m itte e  h e a r d  fro m  r e p r e s e n ta t iv e s  o f  th e  N o rth  S lo p e  p ro d u c e r s ,  w h o  a ll  s u p p o r te d  th e  
bill, b u t  m o s t  o f  th e  a t t e n t io n  w a s  fo c u se d  o n  B a r n e s ’ a g g re s s iv e  c ro s s  e x a m in a t io n  o f  D av id  
B ro o k s , m a n a g e r  A la sk a  g a s  fo r B P  E x p lo ra tio n  A la sk a  In c o rp o ra te d .

A fter q u iz z in g  B ro o k s  a b o u t  B P ’s  c o n ta c ts  w ith  a n d  r e p r e s e n ta t io n s  to  p o s s ib le  F a r  E a s t  g a s  
p u r c h a s e r s ,  s h e  a c c u s e d  th e  c o m p a n y  o f fo o t-d ra g g in g  o n  A la s k a  g a s  d e v e lo p m e n t. T h e  L e g is la tu re  
m a y  n e e d  to  e s ta b l is h  s o m e  s o r t  o n  “s u n s e t  d a te "  o n  th e  e ffo rt, to  “fo rce  y o u  th r o u g h  ta x a t io n  o f  
g a s  in  th e  g ro u n d , o r  o th e r  m e a n s ’’ to  g e t th e  p ro je c t go ing .

It w a s  n o t  th e  f i r s t  t im e  B a r n e s  h a d  re b u k e d  th e  m q jo r  p ro d u c e s ,  fo r  m o v in g  to o  slow ly  o n  
A lask a  g a s , n o r  w a s  th e r e  f>ny in d ic a t io n  fro m  th e  A n c h o ra g e  r e p r e s e n ta t iv e  o r  in  th e  r e s p o n s e s  o f 
th e  p r o d u c e r s  t h a t  it  w o u ld  b e  th e  l a s t  (see  Barnes scolds gas pipeline “foot- ,'raggers”. ALASKA 
BUDGET REPORT, N o v em b er 18 . 1 9 96].

REORGANIZATION_____________________________________________
DCED-DCRA "merger” bill moves to House Finance

R ep. V ic K o h r in g ’s  b ill to  m e rg e  th e  D e p a r tm e n ts  o f  C o m m u n ity  a n d  R e g io n a l A ffa irs  w ith  
C o m m e rc e  a n d  E c o n o m ic  D e v e lo p m e n t w a s  re p o r te d  from  its  f i r s t  c o m m itte e  on  M a rc h  3 0 , a n d  
n o w  m o v es  to  H o u se  F in a n c e , w h e re  a  h e a r in g  is  s c h e d u le d  fo r A pril 2 .

K o h rin g  to ld  th e  M a rc h  3 0  m e e t in g  in  H o u se  L ab o r a n d  C o m m e rc e  t h a t  D C E D  a n d  DCRA 
s h o u ld  be  m e rg e d  in to  a  n e w  D e p a r tm e n t  o f C o m m e rc e  a n d  R u ra l  D e v e lo p m e n t b e c a u s e  o f  o v e r la p ­
p in g  m ir .s io n s  a n d  e c o n o m ic  d e v e lo p m e n t p ro g ra m s . B o th  d e p a r tm e n ts  involve:

• R u ra l e c o n o m ic  b u s in e s s  d e v e lo p m e n t;

• R u ra l to u r is m ;

• R u ra l s a n i ta t io n  a n d  in f r a s t r u c tu r e ;

• E n e rg y  d e v e lo p m e n t a n d  fu n d in g ;

• U tility  a s s i s ta n c e ;

• A s s is ta n c e  to  e c o n o m ic a lly  d i s t r e s s e d  re g io n s ;

• F ish e r ie s .

H B  4 0 0  s h if ts  H ead  S ta r t ,  t h e  c h ild  c a re  p ro g ra m , a n d  th e  d a y  c a re  a s s i s ta n c e  p ro g ra m  to  th e  
D iv ision  o f H e a lth  a n d  S o c ia l S e rv ic e s . T h e  p u rp o s e , a c c o rd in g  to  m a te r ia l  from  K o h r in g ’s  office, is  
to  “e l im in a te  c u m b e r s o m e  in te ra g e n c y  c o o rd in a tio n ."

T h e  D e p a r tm e n t  o f L a b o r  w o u ld  g e t th e  s ta te  t r a in in g  a n d  e m p lo y m e n t p ro g ra m , th e  J o b s  
T ra in in g  P a r tn e r s h ip  A ct p ro g ra m , a n d  th e  s ta te w id e  s e r n c e  d e liv e ry  c o m p o n e n t.  T h e  in te r n a t io n a l  
t r a d e  s u b c o m p o n e n t  o f  t h e  t r a d e  a n d  d e v e lo p m e n t b u d g e t  c o m p o n e n t  w o u ld  go to  th e  O ffice o f  th e  
G o v e rn o r.

A lth o u g h  b illed  a s  a  m e rg e r , th e  p la n s  c le a r ly  in d ic a te  t h a t  D C E D  w o u ld  b e  th e  s u rv iv in g  
a g e n c y . T h e  in te r n a t io n a l  t r a d e  s u b c o m p o n e n t  w o u ld  be  th e  o n ly  e le m e n t  o f  D C E D  t h a t  w o u ld  n o t  
s till b e  a  p a r t  o f  th e  s u rv iv in g  d e p a r tm e n t  a f te r  th e  m e rg e r.
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NORTH SLOPE GAS____________________
House complains, but passes gas bill 36-4

L e g is la tio n  to  e n c o u ra g e  c o n s t r u c t io n  o f a  p ip e lin e  to  m ove  N o r th  S lo p e  n a t u r a l  g a s  to  m a rk e t
p a s a tr i  th e  H o u s e  o n  A ^ril 17. T h e  v o te  w a s  a n  o v e rw h e lm in g  3 6  to  4 .

A lth o u g h  m u c h  a m e n d e d ,  t h e  H o u se  v e rs io n  o f th e  b ill, HB 3 9 3 , r e ta in e d  k ey  e le m e n ts  o f  d ie  
p ro p o s a l  Gov. T o n y  K n o w les  in t r o d u c e d  in  F e b ru a ry  [see Gas legislation Introduced, ALASKA 
BUDGET REPORT, F e b ru a ry  11 . 1 9 9 8 ), g iv in g  th e  c o m m is s io n e r  o f  r e v e n u e  a u th o r i ty  to  c e d e  a ll o r  
a n y  p a r t  o f s t a t e  a n d  lo ca l r ig h ts  to  levy ta x e s . In  r e tu r n ,  th e  p ro je c t  s p o n s o r  w o u ld  a g re e  to  m a k e  
p a y m e n ts  u n d e r  a l te r n a t iv e  c o n t r a c tu a l  a r r a n g e m e n ts  d e s ig n e d  to  m a k e  th e  p ro je c t  m o re  p ro f­
i ta b le . T h is  c o u ld  be  a c h ie v e d  by  s h i f t in g  p a y m e n t  o b lig a tio n s  in to  t h e  f u tu r e ,  o r  a l ig n in g  p a y m e n ts  
w ith  p ro je c t p ro f ita b ili ty .

A s o r ig in a lly  in t r o d u c e d ,  a  s p o n s o r  o f  a  g a s - to - l iq u id s  (GTL) p ro je c t  u s in g  th e  e x is t in g  o il lin e  
c o u ld  h a v e  a p p lie d  fo r  a  c o n t r a c t ,  b u t  th e  GTL la n g u a g e  w a s  d ro p p e d  d u r in g  H o u s e  c o m m itte e  a c ­
t io n . T h e  H o u s e  a d d e d  a  k e y  p ro v is io n  g iv in g  th e  L e g is la tu re  th e  r ig h t  to  a c c e p t  o r  re je c t  th e  c o n ­
t r a c t  n e g o t ia te d  by  th e  a d m in is t r a t io n  [see Governor leases out provision for legislative
approval, ALASKA BUDGET REPORT, F e b ru a ry  18 , 1998).

D e b a te  in  t h e  H o u se  s u g g e s te d  t h a t  so m e  m e m b e rs  h a d  m isg iv in g s  o n  th e  s u b s t a n c e  o f  th e  bill
b u t  fe lt p o lit ic a l p r e s s u r e  to  v o te  fo r  it.

“I’m  g o in g  to , a b o u t  a s  r e lu c ta n t ly  a s  I ’m  e v e r  go in g  to , h a v e  to  v o te  fo r t h i s  b i l l . ' c o n fe s se d  
R ep . J o e  R y an . “G o v e rn o r  K n o w le s  s a y s  th e  s t a te  is  o p e n  fo r  b u s in e s s .  A fte r r e a d in g  th is  b ill, I 
t h in k  I c o u ld  p a r a p h r a s e  i t  t h a t  t h e  S ta te  o f  A la sk a  is  fo r s a l e . '

“I a d v ise  y o u  ta k e  a  c lo se  lo o k  a t  it  b e c a u s e  y o u  a r e  g o in g  to  b e  re s p o n s ib le  fo r w h a te v e r  h a p ­
p e n s . ’

R y a n  s a id  th e r e  i s  n o  w ay  u n d e r  th e  bill to  g u a ra n te e  t h a t  a n y o n e  fro m  A la s k a  w ill w o rk  on  
t h i s  p ro je c t. N e v e r th e le s s , R y a n  s a id  h e  h a d  to  v o te  fo r th e  m e a s u r e  b e c a u s e  th e r e  is  n o th in g  e lse  
o n  th e  ta b le  to  s p e e d  d e v e lo p m e n t  o f  A la sk a  g as .

R ep . R a m o n a  B a rn e s ,  a  s t r o n g  s u p p o r te r  o f  th e  bill, a g re e d  w ith  R y a n  o n  h i s  l a s t  p o in t .  “If  w e 
d o n ’t d o  th i s  n o w , w e l l  n e v e r  s e e  o u r  g a s  m a rk e te d ."

R ep. G e n e  K u b in a  e x p r e s s e d  c o n c e rn  th a t  th e  p ip e lin e  c o m m u n i t ie s  a r e  u n c o m fo r ta b le  w ith  
t h e  b ill a s  i t  is  n o w  w r it te n .

K u b in a  s a id  d e s p i te  th e  s t a t e  a n d  L e g is la tu re ’s  e ffo rts , th e  m a jo r  p r o d u c e r s ,  a r e  s ti l l  n o t  d o in g  
a n y th in g  c o n c re te  to  m o v e  th e  p ro je c t  fo rw ard .

“T th in k  w e  o u g h t  to  h a v e  s o m e th in g  th a t  s a y s  in  2 0 0 5  w e  a r e  g o in g  to  ta x  th i s  g a s  in  th e  
g ro u n d  if  a  p ip e lin e  i s n ’t  s t a r t e d  o r  t a k e  it  b a c k , ' K u b in a  s a id . “A t s o m e  p o in t  t h i s  b o d y  is  g o in g  to  
h a v e  to  c a ll  th e i r  b lu ff."

“I w is h  w e h a d  th e  g u t s  to  te ll  th e m  “y o u  a r e  go in g  to  d o  th i s  o r  e l s e . ’ I d o n ’t  t h in k  w e  d o  r ig h t  
n o w . H ow  lo n g  d o  w e g e t  to ld  “t r u s t  m e , i t ’s  c o m in g , w e ’re  w o rk in g  o n  i t , ’ b e fo re  w e  s t a n d  u p  a n d  
sa y  y o u  e i th e r  d o  i t  o r  g ive i t  b a c k  to  u s  a n d  w e ’ll f in d  so m e o n e  e lse  w h o  w ill. B e c a u s e  t h a t ’s  w h a t  
th e  o th e r  c o u n t r ie s  a r e  s a y in g ."  K u b in a  s a id  b e fo re  v o tin g  to  a p p ro v e  th e  bill.

R ep . J o h n  D a v ie s  s a id  h e  to o  w ill v o te  fo r  th e  bill, b u t  lik e  K u b in a  is  c o n c e r n e d  t h a t  i t  d o e s n ’t 
h a v e  th e  te e th  a n d  d e m a n d s  f ro m  th e  L e g is la tu re  n e e d e d  to  m o v e  th e  p ro je c t  fo rw a rd . H e s a id  h e  
b e liev es  th e  e ffo rt by  i n d u s t r y  to  h a v e  GTL la n g u a g e  a d d e d  b a c k  to  t h e  b ill i s  a  d e la y  ta c tic .
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“Any d is c u s s io n  o f  g a s - to - l iq u id s  r ig h t n o w  is  d iv e r t in g  n e e d e d  fo c u s  a n d  a t te n t io n  a w a y  from  
th e  g a s  p ip e lin e  a n d  to w a r d s  so m e  o th e r  c h im e ra  t h a t  i s n 't  g o in g  to  b e  th e r e  in  th e  tim e  fra m e  w e 
n e e d  th is  e ffo r t a c c o m p lis h e d ,"  D a v ie s  sa id .

Rep. T o m  B ric e  s a id  fo r th e  g a s  lin e  p ro je c t to  b e c o m e  e c o n o m ic a lly  fe a s ib le , A la sk a  h a s  to  
c h a n g e  its  f isc a l s y s te m . P a s s in g  th e  b ill s h o w s  A la s k a ’s  g o o d  fa i th  a n d  w il l in g n e s s  to  d o  th a t .

“W e a r e  n o t  s a y in g  th e  g a s  lin e  w ill b e  b u i l t  if th i s  g e ts  p a s s e d ,  b u t  i t  s u r e  sb  s h u c k s  w o n ’t g e t 
b u il t  if  *his i s n ’t  p a s s e d ."

R ep. J e a n n e t t e  J a m e s  s a id  s h e  w ill c a s t  a  “h a lf - h e a r te d  v o te ."  A s a n  a c c o u n ta n t ,  J a m e s  sa id  
s h e  b e liev es  th e  m a r k e t  d r iv e s  t h e  s y s te m . S h e  is  h e s i t a n t  to  fo rce  s o m e th in g  to  m o v e  fo rw a rd  th a t  
c a n ’t  m a k e  i t  o n  i t s  o w n .

“I s till h a v e  t h i s  l i t t le  q u e a s y  p a r t  o f  m y  s to m a c h  th a t  s a y s  1 d o n ’t  k n o w  if  th i s  is  a  good id ea  
o r  n o t , "  J a m e s  s a id .

R ep . E r ic  C ro ft s a id  h e  is  c o n c e r n e d  w ith  th i s  b ill a n d  th e  c o n c e s s io n s  b e in g  d is c u s s e d  o n  th is  
is s u e . He c o m p a re d  th i s  p ro p o s a l  to  a  p o k e r  g am e . T h e  s t a t e  is  p la y in g  fo r h u g e  s ta k e s  o n  so m e­
th in g  th a t  h a s  h u g e  c o s t s  a n d  v e ry  low  m a rg in s ,  a n d  th e  r u le s  a r e  s t r a n g e .

“T h is  is  s o m e th in g  t h a t  w e m u s t  d iv e  in to  b e c a u s e  i t  i s  a n  im p o r ta n t  p i r j e  o f  e c o n o m ic  dev e l­
o p m e n t  fo r t h e  s ta te .  B u t  th e  w a y  th e  g a m e  is  s t r u c tu r e d  n o w  w o r r ie s  u ie  a  lo t. If  th e r e  is  so m e 
w ay  to  c h a n g e  th e  r u le s  o f  t h i s  g a m e  s o  w e h a v e  m o re  le v e ra g e , I’d  b e  in te r e s te d  in  s e e in g  it,"  C roft 
s a id . “I w ill s e n d  th i s  p ie c e  o f  le g is la t io n  o ff w ith  tw o  s t a t e m e n ts  to  th e  a d m in is t r a t io n — n e g o tia te  
th e  b e s t  d e a l y o u  c a n  fo r A la s k a  a n d  w o rk  w ith  t h t  p e o p le  w h o  a l r e a d y  h a v e  th e  c o n t r a c t s  a n d  th e  
p e r m its  in  p la c e  to  d o  th i s .  I w ill h o ld  th e m  to  th e s e  o b l ig a t io n s . '

R ep . B everly  M a se k , w h o  v o te d  a g a in s t  th e  bill, e x p re s s e d  c o n c e rn  a b o u t  a c c e p t in g  a  c o n tra c t  
w h e n  th e  A la s k a  e c o n o m y  is  d e p re s s e d .  M a se k  sa id  s h e  d o e s n ’t  k n o w  if  i t  is  w ise  to  o ffe r in c e n tiv e s  
to  d ev e lo p  th i s  p ro je c t  o r  re ly  m o re  o n  m a r k e t  c o n d i t io n s  to  d e te rm in e  w h e n  a  p ro je c t s h o u ld  be 
d ev e lo p ed .

M asek  s a id  s h e  is  n o t  o p p o s e d  to  b u i ld in g  a  g a s  lin e , b u t  s a id  th e  s t a t e  h a s  a  lo t o f  tim e  to  look 
a t  th is  is s u e .

R ep . Bill H u d s o n  s a id  H B  3 9 3  m a k e s  a  p o s itiv e  s t a t e m e n t  t h a t  p ro v id e s  f lex ib ility  a n d  t r ie s  to  
e n c o u ra g e  p a r tn e r s h ip  w i th  th e  p r iv a te  s e c to r . E v en  th o u g h  i t  is  n o t  a  p e r fe c t  b ill a n d  th e r e  a re  
m a n y  u n k n o w n s ,  H u d s o n  s a id  h e  b e lie v e s  th i s  is  th e  r ig h t  th in g  to  d o .

R ep . C on  B u n d e  s a id  h e  o p p o s e s  t h e  bill b u t  fo r a  d if fe re n t  r e a s o n .  If it  w a s  a  t ru ly  s t r a n d e d  
g a s  bill, i t  w o u ld  e n c o u r a g e  th e  m a r k e t in g  o f  A la s k a 's  g a s  in  ev e ry  w ay  p o s s ib le ,  in c lu d in g  g as-to - 
liq u id s . H e s a id  h e  w o u ld  v o te  fo r  th i s  b ill if  th e  t i t le  w a s  c h a n g e d  to  re f le c t  t h a t  i t  is  a  p ip e lin e  
s u b s id y  bill.

T h e  fo u r  “n o "  v o te s  w e re  c a s t  by  B u n d e , M asek , T e rry  M a rtin  a n d  m a v e r ic k  R e p u b lic a n  Al 
V ezey.

Senators gain leverage from “give away the farm” gas bill
T h e  g o v e rn o r ’s  s t r a n d e d  g a s  b ill, H B  3 9 3 , is  w id e ly  c o n s id e re d  a  “m u s t - p a s s "  m e a s u r e ,  b u t  its  

fa te  in  th e  S e n a te  i s  n o t  c e r ta in .  S e n a te  P re s id e n t  M ike M ille r r e f e r r e d  th e  m e a s u r e  f irs t to  th e  
L a b o r  a n d  C o m m e rc e  C o m m itte e — a  s u r p r i s e  to  m o s t  o b s e rv e r s — a n d  th e n  to  R e s o u rc e s  a n d  
F in a n c e . L o b b y is ts  s a id  th e  L a b o r  a n d  C o m m e rc e  re fe r ra l  w a s  to  g ive S e n . L o re n  L e m a n , th e  c o m ­
m itte e  c h a ir ,  le v e ra g e  to  d i s s u a d e  K n o w les  fro m  v e to in g  SB  2 9 9 , a  b ill b y  L e m a n  t h a t  e x e m p ts  oil 
d r il l in g  e q u ip m e n t  f ro m  a i r  q u a l i ty  p e r m it t in g  r e q u ir e m e n ts .  T h a t  b ill, w h ic h  th e  d e p a r tm e n ts  of 
E n v iro n m e n ta l  C o n s e r v a t io n  a n d  N a tu r a l  R e s o u rc e s  o p p o s e d  in  c o m m it te e  te s t im o n y , is  n o w  o n  
th e  g o v e rn o r’s  d e s k  a w a i t in g  a c t io n .
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“HB 2 9 9  w ill b e c o m e  law  w ith  o r  w i th o u t  th e  g o v e rn o r’s  s ig n a tu re ,"  L e m a n  to ld  a  r e p o r te r  th is  
w eek . “T h e  g o v e rn o r  h a s  n o  r e a s o n  n o t  to  [sign  th e  bill] o u ts id e  o f  h i s  c a m p a ig n  o f  d is in fo rm a tio n .’

D oes h e  f in d  it  c o n v e n ie n t  to  h a v e  H B  3 9 3  in  h is  c o m m itte e  w h ile  t h e  g o v e rn o r  c o n s id e r s  HB
2 9 9 ?

’ I n o rm a lly  d o n ’t  o p e r a te  t h a t  w ay , w ith  l in k a g e ,’ L e m a n  s a id . "1 d o  n o t  a p p r e c ia te  it  w h e n  
p eo p le  s a y  th in g s  t h a t  a r e  n o t  t r u e , ” h e  a d d e d .

L em an  s a id  t h a t  w ith  o n ly  a  s h o r t  tim e  le ft u n t i l  th e  e n d  of s e s s io n ,  th e  r e a l  i s s u e  m ig h t be 
w h e th e r  th e r e ’s  e n o u g h  t im e  to  d e a l  w ith  th e  bill.

“[The bill) m ig h t  n e e d  to  be  e x p e d i te d ,’ h e  s a id .

L em an  s a id  h e  h a s  g e n e ra l  c o n c e r n s  a b o u t  w h e th e r  th e  g a s  m e a s u r e  a d e q u a te ly  p ro te c ts  th e  
s t a t e ’s  in te r e s ts .

T h e  p ro c e s s  s h o u ld  b e  o p e n  e n o u g h  to  b e  c re d ib le ,"  L e m a n  s a id .  W itn  th e  a u th o r i ty  i t  w o u ld  
g r a n t  th e  c o m m is s io n e r  o f  r e v e n u e  to  give u p  s t a t e  a n d  loca l r ig h ts  to  levy ta x e s ,  “[T Jhere’s  a ll k in d s  
o f  ro o m  fo r h a n k y -p a n k y ."

L em an  s tu d  h e  w ill s c h e d u le  H B  3 9 3  fo r  a  h e a r in g  in  L a b o r  a n d  C o m m e rc e  o n  A pril 2 8  o r  30 , 
T u e s d a y  o r  T h u r s d a y  o f  n e x t  w eek .

R e so u rc e s  C h a ir  R ick  H a lfo rd  h a s  a ls o  e x p re s s e d  d o u b ts  a b o u t  t h e  g a s  b ill, a n d  S e n a te  
F in a n c e  C o -c h a ir  D ru e  P e a rc e  p o in te d ly  re fe r re d  to  th e  m e a s u r e  in  l e s s - th a n - c o m p l im e n ta iy  te rm s .

P e a rc e ’s  r e m a r k  c a m e  d u r in g  a n  A pril 16 S e n a te  F in a n c e  h e a r in g  o n  a  b ill r e d u c in g  s t a te  ro y ­
a l t ie s  on  oil a n d  g a s  f ro m  s ix  lo n g -d isc o v e re d  b u t  n e v e r-d e v e lo p e d  f ie ld s  in  C o o k  In le t  [see  Hodgins 
moves bill to cut royalties on Cook Inlet fields, ALASKA BUDGET REPORT, A pril 1, 1998). P e a rc e , 
w h o  s u p p o r ts  th e  C o o k  In le t b ill a n d  is  th e  p r im e  s p o n s o r  o f  th e  S e n a te  v e rs io n  o f  th e  m e a s u re ,  
to ld  D e p a r tm e n t  o f  N a tu ra l  R e s o u rc e s  oil a n d  g a s  c h ie f  K en  B oyd  t h a t  s h e  d o e s n ’t  u n d e r s ta n d  th e  
to n e  o r  p i tc h  o f th e  s t a t e ’s  o b je c tio n  to  th e  bill.

“E sp ec ia lly  w h e n  I h e a r  th e  a d m in is t r a t io n  w a n tin g  to  give h u g e  c o n c e s s io n s  fo r  th e  g a s  lin e , 
t h a t  give aw ay  th e  fa rm ."

T h e  C o o k  I n le t  b ill, H B  3 8 0 , p a s s e d  th e  S e n a te  o n  A pril 2 0 , a n d  th e  H o u se  q u ic k ly  c o n c u r re d  
in  th e  S e n a te  c h a n g e s ,  s e n d in g  t h a t  b ill to  th e  g o v e rn o r’s  d e s k , w h e re  it j o in s  S B  2 9 9  a n d  e ig h t 
o th e r  m e a s u r e s  a w a i t in g  th e  g o v e rn o r ’s  a c tio n . T1 * g o v e rn o r  h a s  15 d a y s , e x c e p tin g  S u n d a y s ,  to  
c o n s id e r  i i c a s u r e s ;  a n y  v e to e s  o f  t h e s e  b ills  w ill b e  a v a ila b le  fo r p o s s ib le  o v e rr id e  v o te s  b e fo re  th e  
L e g is la tu re  a d jo u r n s .
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May 29. 1998

/  TOWV KNOWLES. GOVERNOR

i

/ PO. BOXJroa^
JUNEAU. ALASKA 996 II <300 
PHONE: (907)463-3600FAX (907)463-3076

The Honorable Tony Knowles
Governor
State of Alaska
P.O. Box 110001
Juneau, Alaska 99801-0001

Re: SCS CSHB 393(FIN) -  Alaska Stranded Gas

Development Act 
A G. file no: 883-98-0083

Dear Governor Knowles:

At the request of your legislative director, Pat Pourchot, we have reviewed 
SCS CSHB 393(FIN), the Alaska Stranded Gas Development Act, which would authorize the 
commissioner of revenue to develop new fiscal terms for projects that develop stranded natural gas 

resources in the state

The b ill is identical in most important respects to the bill introduced at the request 

of the governor. The b ill is largely the product of the North Slope Gas Commercialization Team, 
which was established last year by House B ill 250. The team, which consisted of the attorney 
general, the commissioner of revenue, and the commissioner o f natural resources, was charged with 

recommending teims for a contract that would improve the economic feasibility and competitiveness 
of a North Slope gas project. The team also was asked to recommend legislative provisions 
necessary or appropriate to implement such a contract. The purpose of the team's efforts and of the 

oill is to enable the state to create a fiscal regime appropnately tailored to the development o f some 

or all of the approximately 35 trillion cubic feet of gas on the North Slope. Today that gas is 

stranded there because o f the prohibitive cost of getting it to market.

Sections 1 through 9 of the bill would authorize the commissioner of revenue to 

develop the terms o f a fiscal contract with sponsors of projects to develop known gas reserves that 
currently cannot be marketed economically. Unlike the governor's proposal, the bill is limited to 

liquefied natural gas ("LNG") projects. In a letter of intent adopted by the Senate, Senator Kelly 

explains that while the state has studied the economics o f a North Slope LNG project, no comparable 

study has been made of the next most likely alternative, a gas-to-liquids (GTL) project. The letter 

of intent suggests that the state should continue to explore any method o f commercializing its 

stranded gas resources, and that an economic analysis o f GTL may support amending the Stranded
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Gas Development Act to include it. The North Slope Gas Commercialization Team’s Report to the 
Governor o f December 15, 1997, in fact identifies an LNG project as the "most promising" 
alternative for commercializing North Slope gas and focuses its economic analysis exclusively upon 

it, although the fiscal principles in the Report which are incorporated in the b ill, could be applied 

more broadly.

The payments required by the contract would replace some or all of the state and local 

taxes that would otherwise apply to qualified iponsors as a consequence of their participation in a 
qualified project. Those taxes might include: ( !)  the state and local ad valorem property taxes that 
would be imposed on the project facilities; (2) the production or severance tax that would be 
imposed on the gas produced and marketed by the project; and (3) the state corporate income tax 
obligation arising as a consequence of the construction and operation of the project. In addition, the 

commissioner o f natural resources may develop terms, which the commissioner o f revenue may 
include in a contract, addressing timing and notice of the state’s right to take its royalty gas in kind, 

as well as a method for valuing the state’s royalty share of gas. In effect, the bill would permit the 
commissioner of revenue to develop terms that would replace the state’s current fiscal regime - 
which, if  applied to a North Slope gas project today, would be relatively regressive and fh .it-end 

loaded -- with a regime that is more Progressive and back-end loaded, in an effort to lower the risk 

of the project and boost the rate of return that investors could expect.

The principal difference between this bill and the version introduced at the governor’s 
request is that the former, though empowering the commissioner o f revenue to negotiate fiscal terms, 
does not authorize the commissioner to actually execute the contract. Instead, sec. 3 of the bill adds 

AS 43.82.435, which provides that the ‘governor may transmit a contract developed under this 
chapter to the legislature together with a request for authorization to execute the contract." The 
section further provides that the contract is not binding unless the governor is authorized to execute 
the contract by a subsequent enactment. In the view of legislative counsel, this aspect of the bill may 
reflect an cnr.o3chment by the legislature upon the powers properly reserved to the executive branch 
under the ilaska Constitution. However, legislative counsel also recognized that the executive is 

free as a matter of comity to acquiesce in what amounts to the legislature's request for more active 
oversight. In fact, the governor, in the transmittal letter accompanying his proposed legislation, 
encouraged the legislature to review the contract and approve it before it became effective. The 
governor made this request because of the importance of North Slope gas development to the state.

We agree with legislative counsel that the governor may acquiesce in the approach 

adoptee by the legislature. Wc also note that it is far from clear that the legislature’s approach 

would, in fact, violate the separation of powers doctrine. The legislature arguably has not usurped 
an executive function, but rather has divided its delegation of authority into two steps, rather than 
the traditional one. It should be noted, moreover, that both the negotiation of the contract and its 
submission to the legislature are discretionary. Finally, it is relevant that the contract that is to be 
provided to the legislature involves the state’s fiscal regime, a subject substantially within the 
purview of the legislative branch under art. IX  of the Alaska Constitution. Since the contractual 

payments in lieu of taxes authorized by this bill could bo characterized as, in essence, a new tax, the
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legislature may well be required to levy the new tax by law. Viewed in this light, the legislature’s 
approach might not only be permissible, but necessary, under the constitution.

There arc a number of other important issues raised by this legislation. First, art. IX , 
sec. 1 of the Alaska Constitution provides that “(t]he power o f taxation shall never be surrendered." 
The bill raises the “surrender o f the taxing power" question because it contemplates development 
o f a long-term contract that reflects the fiscal terms applicable to the sponsors o f a stranded gas 
project. The legislation itself, however, is not unconstitutional under art. IX , because it does not 

purport to bind future legislatures. Instead, it merely authorizes the commissioners of revenue and 
natural resources to develop appropriate contract terms. Authorization to execute the contract w ill 
not be delegated to the executive branch until the legislature has had an opportunity to review the 
contract and ascertain whether its terms are in the public interest. Even if  that authorization is given, 
die legislature may expressly provide that the contract’s fiscal terms arc binding only so long as no 
future legislature decides to exercise the taxing power in a different way. In other words, the 
“surrender o f the taxing power” issue may never arise. A concrete analysis of*’ issue must be left 
to the day the legislature decides whether, and if  so under what terms, it w jl. allow execution o f a 
contract at all.

The second issue is the bill's provision in sec. 3, adding AS 43.82.500 - 43.82.520, 
for municipal participation and revenue sharing. Like the former Industrial Incentive Act (AS 43.25, 
repealed in 1986), the bill recognizes that changes in the state’s tax regime w ill be ineffective to 
encourage development unless municipal tax changes are also included. Unlike the former Act, the 
bill includes provisions to ensure that affected municipalities receive a “fair and reasonable’ share 
of the payments from a project that affects them. The bill also creates a municipal advisor/ group 
to assist the commissioner in developing the contract terms that may affect municipalities.

Third, the b ill recognizes that the commissioners of revenue and natural resources 

may have to review confidential company data in order to develop fiscal terms that best advance the 

state’s interests. The people of the state, however, have a right to know the basis for administrative 
decisions affecting their welfare. The bill strikes a balance between, on the one hand, the state’s 
interest in encouraging competition and the right of companies to keep proprietary information from 

their competitors and, on the other hand, the public’s right to review their elected and appointed 

officials’ decisions. The bill docs this by limiting confidential treatment to proprietary information 
that, if  revealed, would both affect a company's competitive position and significantly diminish the 

value of the information. In addition, information loses its confidential status as soon as 
confidentiality is no longer necessary to protect the company’s competitive position or the 

information’s value.

Finally, an important goal of this legislation is to facilitate the hiring of Alaskans in 

all phases of the construction and operation of a stranded gas project. The bill adds AS 43.82.230, 
which requires employers participating in a project to advertise locally for available positions and 

use Alaska job service organizations located throughout the state. Most significantly, the 

commissioner is directed, “(wjithin the constraints of law," to include a provision in a contract 

requiring sponsors to employ qualified Alaska residents and Alaskan-owned businesses. The
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commissioner o f labor w ill prepare and present to the legislature an annual report compiled from 

state data bases, particularly quarterly unemployment insurance reports, regarding the residency of 
employees working in the state on the project. We see no constitutional problem with these aspects 
of the b ill, because the b ill expressly provides that the Alaska hire provisions in the contract must 

be consistent with “the constraints of law."

passed comparable measures to encourage industrial development in the past. For example, the 
liquefied gas plant, gas pipeline, and related facilities on the Kenai Peninsula benefitted directly from 
the Alaska Industrial Incentive Act. former AS 43.25. Without the tax advantages provided by the 

Act at that time, the Kenai LNG .acility might never have been built. Today, that facility is a 

significant source o f jobs and property tax revenues in the Cook Inlet area.

Finally, we note that although the bill is unique in many respects, the legislature has

We see no legal problems presented by this bill.

Sincerely,

-Bruce M. Botelhc 
Attorney General

BMT:JPG:jfs
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April 4,2003

The Honorable Frank H. Murkowski
Governor
State o f  Alaska
P.O. Box 110001
Juneau, Alaska 99811-0001

Dear Governor Murkowski:

At the request o f your legislative director, Mike Tibbies, we have reviewed 
CSHB 16(FIN) am, which passed the legislature today, on an expedited basis. The bill 
amends the Alaska Stranded Gas Development Act ( the “Stranded Gas Act”).

The Stranded Gas Act (AS 43.82) currently provides for the development o f a 
contract between the state and the sponsor of a qualified project for the export o f  
liquefied natural gas. Under die contract, the state may negotiate certain terms, including 
periodic payments in lieu o f one or more taxes, royalty matters, and provisions relating to 
hiring o f  Alaska residents and contracting with Alaska businesses. The purpose o f  the 
Stranded Gas Act is to encourage new investment to develop the state’s stranded gas 
resources by authorizing establishment o f fiscal terms related to that investment, and to 
maximize the benefit to the people o f  the state o f  the development o f  die state’s stranded 
gas resources. AS 43.82.010.

Section 1 o f the bill provides two statements o f legislative in ten t The first 
statement is that the legislature intends that a qualified project sponsor that enters into a 
contract with the state under the Stranded Gas Act may develop and enter into a project 
labor agreement with appropriate collective bargaining organizations for the project. The 
second statement is legislative intent that a contract for payment in lieu o f taxes and for 
royalty adjustments entered into under die Stranded Gas Act contain a provision by 
which the contract may be reopened by any party.

Re: CSHB 16(FIN) am - amendments to the
Alaska Stranded Gas Development Act 
Our file: 883-03-0008
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Section 2 o f the bill amends AS 43.82.100, which defines a qualified project, to 
include a natural gas pipeline and also any other technology that commercializes the 
shipment o f  natural gas within the state or for export Thus, sec. 2 expands the type of 
natural gas projects that may be eligible as a qualified project, in that previously only a 
liquefied natural gas project could qualify.

Section 3 o f  the bill amends AS 43.82.110, which provides two requirements for 
eligibility as a qualified sponsor or qualified sponsor group. The first requirement, which 
is unchanged by the bill, is that a qualified sponsor or qualified sponsor group must 
intend to own an equity interest in a qualified project, intend to commit gas that it owns 
to a qualified project, or hold permits that the state determines are essential to construct 
and operate a qualified p ro jec t The bill amends the second requirement, which consists 
of five different criteria only ro e  o f which must be m et The bill changes two o f the 
criteria, in amending AS 43.82.110(2)(D) and (E), by lowering the net worth requirement 
for a qualified sponsor or qualified sponsor group from 33 percent to 10 percent o f the 
estimated cost o f  constructing a qualified pro ject and by lowering the amount o f the 
qualified sponsor’* or qualified sponsor group’s unused line o f credit from 25 percent to 
15 percent o f  the estimated cost o f  constructing a qualified project Thus, the 
amendments allow a potential sponsor to become a qualified sponsor with a lower net 
worth or a lower ui used line o f  credit than under the Stranded Gas Act before the bill’s 
amendments.

Section 4 o f  the bill provides that the commissioners o f the Department o f  
Revenue and the Department o f  Natural Resources may not act on an application for a 
contract submitted by a qualified project sponsor unless the application is received by 
March 31,2005. Under the Stranded Gas Act before the bill’s amendments, foe 
application deadline was June 30,2001, and had therefore expired.

Section 5 o f foe bill amends AS 43.82.240(a), which provides that the 
commissioner o f the Department o f Revenue may use an independent contractor to assist 
foe state in evaluating an application or in developing contract terms, and also that foe 
commissioner may condition development o f  a contract on the qualified project sponsor 
applicant’s agreement to reimburse foe state for the expenses o f an independent 
contractor. The bill amends that provision by allowing foe commissioner to use more 
than one independent contractor, and also adds provisions that foe independent 
contractors’ expenses are reimbursable only if  they are reasonable and only to the extent 
that they do not exceed S I,500,000 per each application.
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Section 6 o f the bill provides that it takes effect immediately under 
AS 01.10.070(c). ^

We see no legal or constitutional difficulties with the amendments to the Stranded 
Gas Act contained in the bilL We are available to answer any questions you may have 
concerning the Stranded Gas Act, or to assist in its implementation.

Sincerely,

GDR;MS:jn

T /̂ L j

* Gregg D. Renkes 
Attorney General


