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ACTI ON NARRATI VE

CHAIR THOVAS WAGONER called the Senate Resources Standing
Commttee neeting to order at 3:38:24 PM Present at the call to
order were Senators Ben Stevens, Bert Stednan, Ral ph Seekins,
Kim El ton, Al bert Kookesh, Fred Dyson, and Thomas WAgoner.

SB 278- ALASKA CLI MATE CHANGE TASK FORCE

CHAIR THOVAS WAGONER announced SB 278 to be up for
consi derati on.
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SENATOR OLSON, sponsor, recapped that SB 278 establishes a task
force to review climte changes, determne the inplications and
make recommendations. He introduced experts in the field who
woul d give their perspective.

DR. G.EN JUDAY, Professor of Forest Ecology, University of
Al aska, Fairbanks (UAF), said he would pose five questions and
provi de five answers.

1. Is it warner in Alaska? Yes it is and how nuch warner depends
on: 1) location, 2 season- warmng is a bit faster in the wnter
than in the summer, and 3) tine frame - the National Wather
Service tracks trends in 30 year blocks that cover conplete
decades. For exanple 1971-2000 gives a 30 trend showi ng that the
tenperature is up about 2.5 degrees F for npbst stations in
Al aska. Barrow has the strongest warmng with an increase of
over 4 degrees F.

2. What is making Al aska warner? Solar variability, volcanoes,
green house gases and global dimmng drive tenperature changes
on the planet. The heat delivered by ocean currents and El Nifios
have a particular affect in Alaska and they have becone nore
frequent, stronger and l|onger lasting. Therefore, Alaska is
war mer .

3. Is the warmng affecting anything we nmi ght care about? Yes.
The average glacial loss in Al aska amounts to about 50 feet of
water and the Arctic sea ice is at a mnimum Currently there
are ice-free passages in the Arctic in the sumer and the trend
is for the ice to be conpletely gone by sumrer's end within 3 or
4 decades. Lakes are drying, river |owflow episodes are nore
common and river tenperatures are rising. The permafrost is
warm ng and sonme is thawing. Trees are growi ng | ess because they
are short of water and warm weat her phenonmena such as forest
fires and insect infestations are becom ng nore conmon and are
affecting nore forests.

4. WIIl it continue to get warner? The best evidence indicates
that if we stop all greenhouse gas now, we would still face 50-
70 years of additional strong warming. |If greenhouse gas
em ssions continue to accelerate, there is a straight-line
rel ati onship between how nuch nore warm ng there will be.

5. How do we know we can trust the people who are telling us
this? Dr. Juday cited an article he wote for Agroborealis, a
research magazi ne published by the UAF Agriculture and Forestry
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Experiment Station (AFES). In 1982 there was a national |evel
conference in Alaska that examned the possibility of climte
warm ng. He took those predictions and conpared them with what
has actual ly happened in 2006 and they are right on target.

DR. JUDAY said a next reasonable step is to get the people with
the information together with the people that need to know
That's what SB 278 does and it sounds |ike a good plan, he
concl uded.

3:45:26 PM

SENATOR BERT STEDVAN commented ice ages conme and go and he finds
the information interesting in light of the fact that Ketchikan
had record rainfall last year. At |east in Southeast we're not
faced with drought conditions, he said.

DR. JUDAY responded it's difficult to get all the nuances in a
short presentation, but there's a general principle that when
you affect the earth climte system in a neasurable way, other
pl aces can experience change that may be the opposite.

He related that the steering currents that bring storns ashore
have not been going to nost of the Alaska |andnmass, but they
have been going to other places in Alaska with nore frequency
and intensity.

SENATOR SEEKI NS asked where gl obal warm ng was this |last January
i n Fai r banks.

3:47: 07 PM

DR. JUDAY explained that the Arctic Ocean basin has been much
warnmer for the last two or three years and that process
accel erated last January when lots of warmair noved in. Air had
to nove out and go sonewhere and that just happened to be right
over Fairbanks. He noted that the Arctic Ccean sea-ice has set a
m nimum record every nonth for about the last year and is on
track for another record nelt-back

3:48: 02 PM
SENATOR BEN STEVENS asked if we are at the end of a glaciation
period and if so, when it started.

DR. JUDAY replied there were four mmjor episodes starting about
1 mllion years ago. The nobst recent was the Wsconsin
glaciation. It began about 70,000 years ago, reached a peak
about 35,000 years ago, and ended rather definitively about
12,500 years ago.
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SENATOR BEN STEVENS asked if the glaciers in Alaska are the
remmant of the | ast episode.

MR. JUDAY explained that the ice in the glaciers isn't that old
since it's continually renewed and there have been warm ng and
cool ing episodes, but in general the answer is yes. The portion
of the land surface that is covered with ice was nuch greater
during the ice age than it is now and if it gets a whole |ot
warmer it will get smaller yet.

SENATOR BEN STEVENS said out of curiosity he'd like to know the
dates of the other three glaciations.

3:50: 30 PM
MR. JUDAY replied he didn't recall all the dates off hand.

SENATOR DYSON asked if any icepacks are increasing at this tine.

MR. JUDAY replied there are a few in Alaska and a couple in
ot her places, but they represent a distinct mnority. Generally
they are characterized by having the gathering areas high
elevations so the nmain effect of the warnmng that we're
experiencing is to increase snowfall in those high el evations.

In Greenland the |ast four years of observation shows a higher
rate of collapse than was ever anticipated. At current

tenperatures it now |ooks inevitable that it will substantially
increase the sea level. In Antarctica the record is quite short
and up until 2003 it wasn't possible to confirm a shrinking

trend. Since then it is possible to confirmthat substantial ice
| oss is occurring.

3:52:59 PM

DR. ROLAND MAW Executive Director, United Cook Inlet Driftnet
Associ ation (UCIDA), outlined his academc background in
ecol ogy, wildlife mnagenent, forestry and his current

enployment relating to fisheries. He expressed support for the
previ ous coments and gave sone insight as to why the task force
is a good idea. Wth the current warmng trend various nodels
predict a potential 10-foot rise in sea levels in the next three
decades. If the nodels are correct, the inpact on the fishing
industry wll be nonunmental. Estuaries wll flood so that
nursery areas for salnon and other species will be |ost; erosion
will occur from N kiski to Homer; and infrastructure for |oading
and unloading fishery products wll be affected. The proposed
task force is a good vehicle for |ooking at these issues.
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He noted the current problenms with salnmon returns in the MatSu
Valley. Stream flows are smaller and the summertinme water
tenperature is high enough to be lethal for mgrating snolt and
adults. Last summer for the first time sonme lakes in the MatSu
experienced anoxic conditions below 3 neters. The |ack of oxygen
in the water colum 1is a result of warmng tenperature,
i ncreased vegetation, and the subsequent dying and rotting of
vegetation. Salnon nortality shows up quickly in the anoxic
ar eas.

3:58: 08 PM

DR. MAW suggested the commttee consider adding representation
to the task force to include the industries that make a |iving
on, around, and fromthe water. He reiterated his agreenment with
t he previous speaker and said global warmng is happening and we
have to deal with it.

3:59:02 PM
SENATOR STEDVAN asked if tectonic rebound is occurring in the
Kenai Peni nsul a.

DR. MAWreplied he did not know.

3:59:44 PM

BRI AN DAVIES, engineer and forner chief of BP operations at
Prudhoe Bay, said that over the last 35 years he has noticed a
distinct warmng phase in the climte, which should not be
confused with weather. Alaska is at the leading edge of this
global warmng and is experiencing change at between two and
four times the gl obal average.

The trend is clear and it would be inprudent not to plan for it

to continue. Furthernore, it is likely that forestry, marine
shoreline, fishing, natural resource developnent, and the
infrastructure of towns and villages wll be significantly

i mpacted. M. Davies extended his full support to the idea of
establishing a broad based and tenporary task force to gather
information and develop a business plan to deal wth the
chal | enges of this trend and hopeful |y identify sone
opportunities. SB 278 establishes a vehicle to begin planning
for eventualities.

4:03:17 PM

SENATOR SEEKI NS referenced page 2, line 2, and asked if the ex-
of ficio nmenbers woul d be voting nenbers.
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SENATOR CLSON replied to the best of his know edge, yes.

SENATOR SEEKI NS asked why the Al aska Conservation Alliance (ACA)
has a dedicated seat and what scientific expertise it brings to
t he table.

SENATOR OLSON replied the ACA would have personnel that have a
perspective if not expertise that mght be helpful to the task
force. He clarified that the Senate president and House speaker
woul d appoint all the nenbers.

SENATCOR SEEKI NS asked who ACA is.

SENATOR CLSON replied it is a group of people that is interested
in conservation ideas and issues such as clinate change.

SENATOR SEEKI NS questi oned whether the group didn't have a pre-
establ i shed position.

SENATOR OLSON replied not necessarily.

4:05:49 PM

SENATOR SEEKINS asked if the primary concern is to |ook at the
effect of warming trends in just the northern regions of the
state.

SENATOR COLSON replied the idea is to look at all areas, but
there are differences across the state. As the previous w tness
pointed out, the trends are clear and it would be inprudent not
to plan and nake recommendations to neet the changes that are
coni ng.

4:07:23 PM
SENATOR SEEKI NS asked how the selection of the chair would take
pl ace and whet her any one of the appointees would qualify.

SENATOR COLSON replied any one of the 13 appointees would be
eligible. Otentines taskforce nenbers decide who wll be
chai r per son

SENATOR SEEKINS said his task force experience is that the chair
is typically a legislator. He was curious if that was the intent
or whether it would be open to everyone including a nmenber of
t he Al aska Conservation Alliance.
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SENATOR OLSON responded it would depend on the good judgnent of
the Senate president and the House speaker to nmke sure the
chair is well qualified for the task.

4:08: 28 PM
SENATOR STEDMAN r ecommended Senator O son be the chair.

4:08:51 PM
SENATOR SEEKINS said his preference for chair would be a
| egi sl ati ve menber who has a particular interest in the subject.

CHAI R WAGONER remarked it would be up to the president and the
speaker to make sure that happens.

SENATOR ELTON said his understanding is that the task force
woul d select the chair. He noted that four of the nenbers are
| egislators, which is a significant voting block if they wanted
a legislator to be the chair.

SENATOR SEEKINS noved to anmend page 2, line 23, to select a
chai rperson from anong the nenbers of the |egislature.

SENATOR ELTON objected primarily for procedural reasons. He
suggested it mght be best to leave the decision to the next
commttee where SB 278 wll neet the House bill, which he
suspected woul d be the vehicle.

SENATOR SEEKINS maintained the view that a nenber of the
| egi sl ature ought to be the chair and he wanted that clarified
inthis commttee.

SENATOR KOOKESH asked if it would affect funding.

CHAIR WAGONER responded it would be up to the Senate president
and the House speaker to fund the task force.

SENATOR KOOKESH sai d he'd support the amendnment if it meant that
fundi ng woul d be nore likely.

SENATOR SEEKINS noted that the fiscal notes were fairly
substanti al .

CHAI R WAGONER said that's why the bill is going to the Finance
Conmi ttee.

SENATOR OLSON said he was initially taken back by the size of
the fiscal notes, but believes that the $68,000 for personal
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services could be cut significantly. That would bring the tota
down to a nore appropriate nunber, he said.

CHAI R WAGONER brought the discussion back to the proposed
amendnent .

SENATOR KOOKESH asked the sponsor to comrent on the anmendnent.

SENATOR OLSON replied he recognized that this could be a
contentious point and he would defer to the commttee.

SENATOR SEEKINS reviewed the fiscal notes and said the chair's
responsibility is to admnister the budget and, in his view,
t hat responsibility ought to fall to a nenber of the
| egislature. The chair’s further responsibility is to bring
order to the process, not to necessarily domnate the result.
So, he said, this would in no way threaten the result or
findings of the task force.

4:18: 35 PM

SENATOR ELTON pointed out that the task force is charged wth
the duty of highlighting the issues and offering recomendations
to the legislature and selection of the chairperson is a nost
i mport ant initial deci si on. Because  of negative public
perception he cautioned against restricting the selection to one
anong four people rather than one anong 13 peopl e.

SENATOR ELTON nuai nt ai ned hi s objection.

CHAI R WAGONER commented that with the exception of departnent
chairs, very few university officials have budget experience.

SENATOR KOOKESH expressed the view that the task force ought to
be able to pick the chair.

CHAI R WAGONER said |legislators are elected to control funds and
he believes that in nobst cases a legislator would be nore
conservative and control funds better than another nenber.

A roll call vote was taken and Anmendnent 1 passed with 5 yeas
and 1 nay. Senator Dyson, Senator Stedman, Senator Kookesh,
Senat or Seekins, and Senator Wagoner voted in favor and Senator
El ton voted agai nst.

SENATOR STEDVAN noved to report CSSB 278(RES) from conmttee

with individual recomendati ons and attached fiscal notes. There
was no objection and it was so ordered.

SENATE RES COW TTEE -9- April 19, 2006



4:23: 20 PM recess 4:26:59 PM

CHAI R WAGONER announced that SJR 17 woul dn’t be heard today.

AGRI UM PRESENTATI ON — KENAI BLUE SKY

CHAI R THOVAS WAGONER announced that the commttee would hear the
Agrium Presentation on Cook Inlet Ol and Gas in Transition.

Bl LL BOYCOTT, GCeneral WManager, Agrium Kenai N trogen Operations,
presented the Phase 2 summary for the Kenai Blue Sky Project. He
expl ained that the Kenai conplex was built to convert natural
gas to anhydrous ammonia and wurea products for use in
agricultural and petrochem cal applications. About 2 percent of
the product is used in Al aska, but nost is destined for export
with the primary markets in South Korea and Mexi co.

Gas availability in Cook Inlet has been a challenge. The demand
on the system is about 200 Bcf annually and at full rates the
facility consumes 53 Bcf of gas. He noted that the neighboring
LNG facility has the capacity for about 80 Bcf of gas. Power
generation and the utility nmarket account for another 70 Bcf.

The conmplex has not run at capacity since 2001 and the severe

decline in availability of gas in Cook Inlet continued. In
Novenber 2005 half the facility was shut down and it's unlikely
that it wll be restarted on natural gas. In the last three

years the enploynment at the facility has gone from 295 to about
160.

Gas contracts run through Cctober 2006 but they are working to
secure gas beyond that tinme. That's a difficult proposition
t hought because the decline in Cook Inlet is continuing. To keep
the facility alive they have been |ooking at other alternatives
because it would have a significant econom c inpact on the Kenai
Peni nsul a and Al aska as a whole if the business were |ost.

4:33:48 PM

MR. BOYCOIT said there is comrercially proven technology to
convert coal to feedstock for a conplex like this and one of the
byproducts is a significant anount of CO,. Prelimnmnary eval uation
indicates that CO, flood technology could allow recovery of an
increnmental 300 mllion barrels of oil in Cook Inlet. The
Depart ment of Energy has been working to better understand this.
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SENATOR DYSON said he has heard that coal gasification plants
are expensive and in the near termjust a limted nunber will be
permtted in the U S.

MR. BOYCOIT responded these plants are clean in terns of
environnmental permtting.

SENATOR DYSON said his wunderstanding is that the federa
governnment doesn't want to nove too fast because the technol ogy
is quite new.

MR. BOYCOIT replied there is significant incentive in the
national energy policy to use this technology. The federal
government is encouraging the use of alternate feed stocks and
coal is specifically targeted. Industrial gasification and al so
the use of gasification for power generation is sonething that
is encouraged now. The federal governnment has made grants
avai lable for these facilities, but the funding is limted.
Agrium is not conpeting for those dollars, but it would take
advant age of allowances for tax supports should this comrercia
opportunity nove forward.

4:37:15 PM
SENATOR DYSON asked if Agrium would cone to the legislature for
f undi ng.

MR. BOYCOIT replied no. Usibelli Coal Mne and Agrium worked
together an on an initial screening and determ ned the project
should nove forward. At that time the two conpanies agreed to

fund an economc feasibility study, which wll be conplete
within the 30 to 45 days. At that point the outlay wll be about
$4 million. Assuming they should nove forward, the next step is

to produce a bankable commercial docunment for the next phase
That neans establishing firm contracts for the coal supply, for
the fertilizer offtake, for the power offtake, and a |unp sum
turnkey engineering contract wth a process performance
guarantee. They could then take the deal to Wall Street for
financing. To create that package it wll <cost about $28
mllion, $13 million of which will be the engi neering work.

SENATOR DYSON asked who would build and pay for the additiona
electric power intertie that will be needed so Agrium can sell
power back to the grid.

MR. BOYCOIT replied that would be part of the Phase 2

eval uation, but they anticipate an additional charge of about
1/2 cent per kilowatt-hour. Agrium is currently evaluating how
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much power it can export because the facility itself consumes 90
megawatts and it's wunlikely that they can get that with the
existing grid. They have begun | ooking at what it would cost to
fund the intertie in order to take that power up to the grid and
they believe they will be able to export about 60 negawatts. In
the timeframe under consideration they would probably be
restricted to the existing southern intertie design because
devel oping a new design and getting permts by 2011 would be
very difficult. If the intertie were to go in, it would allow
the export of between 130 and 180 negawatts depending on what
happens wi th other production on the peninsul a.

4:41: 25 PM

To date it |ooks as though nost of the coal supply wll conme
from Beluga with increnental capacity from Fairbanks [Healy].
Transportation from Healy to Anchorage will be by rail and then

barges will run from Anchorage and Bel uga.

The technology is coal gasification wth a pul verized coal power
pl ant to support energy needs. He noted that at present they are
| ooking at new environnmental control technologies on the power
plant that allow both CO, sequestration and environnental
per f or mance.

A point that is sonmetines msunderstood is that the plant does
not produce natural gas. It produces hydrogen and CO, and
nitrogen is a byproduct of the air separation unit. In this
facility sone portion of the hydrogen and nitrogen conbine into
anmoni a then sone CO, conbines with ammnia to urea. The facility
woul d be run such that capacity would be increased by 20 percent
with all the ammonia and urea being produced from coal. Al so,
significant CO, would be available to support an enhanced oil
recovery operation in Cook Inlet. The current estimate is 7,000
tons per day w thout CO, recovery off the power plant.

4:44: 37 PM
Wth 300 enployees at the facility, the indirect enploynent
benefit is estimated to be 900 positions. In conjunction wth

the mne the direct and indirect enploynent estimate is 2,000
jobs, which is significant. Current plans are to double the
current facility, which sits on 80 acres and has a replacenent
value of $1.5 billion. Cbviously that 1is a significant
enpl oyment opportunity for Al aska.

Al t hough power generation equi pnent is aging and future
dependence on natural gas is potentially problematic for the
state, it's still challenging to support the expenditure of $600
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mllion to $700 mllion for a coal power plant in Alaska with a
900-nmegawatt grid. Nevertheless they believe this project has
benefit to the state. The Beluga reserve is opened; enploynent
on the Kenai Peninsula is increased; the nobst conpetitive power
generation in Alaska is supported; and the energy base is
di versified.

MR. BOYCOTT said he and M. Johnson neet with the engineering
firmse next week to review Phase 1 work. Once that evaluation is
conplete they will look for funding to initiate Phase 2 by July.
If the opportunity is not strong enough, they will continue to
search for natural gas and watch the peninsula business prepare
to wi nd down.

MR. BOYCOIT said they are asking for state and federal support
for Phase 2, which is estimated to be $28 nillion. He has told
the senior |eadership team that Agrium would be required to
provide a significant amount of the Phase 2 funding; a
willingness to contribute the Kenai asset into the new entity;
and a wllingness to sign a long term agreenent to ensure a
mar ket for the product. Oobviously, he said, Agrium and Usi bell
Coal M ne have al ready made a significant conm tnent.

4:50: 17 PM

SENATOR ELTON asked if coal gasification mght |ock Agrium into
a higher cost environnent than if it took gas from a spur or
bullet line comng fromthe North Sl ope.

MR. BOYCOIT said no; to nove forward they nust ensure that the
coal basis is conpetitive over the long term The plants are
very efficient and on a cash basis they could conpete wth
anything in the world. The hurdle is getting the noney to build
the facility.

There being no further business to conme before the commttee
Chai r Wagoner adjourned the neeting at 4:51:40 PM
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