ALASKA STATE LEG SLATURE
HOUSE SPECI AL COW TTEE ON ENERGY
February 3, 2009
3:03 p.m

MVEMBERS PRESENT

Representati ve Bryce Edgnon, Co-Chair
Representative Charisse MIlett, Co-Chair
Represent ati ve Nancy Dahl strom
Representati ve Kyl e Johansen
Representative Jay Ranras

Representative Pete Petersen
Representative Chris Tuck

VEMBERS ABSENT
Al'l nmenbers present
COW TTEE CALENDAR

HOUSE CONCURRENT RESOLUTI ON NO. 2

Requesting the governor to provide energy security for al
Al askans by pursuing devel opnent of a natural gas bullet pipeline
fromthe North Slope to the Cook Inlet region; and requesting the
governor to identify and negotiate with one or nore persons
capabl e of producing natural gas from the Gubik area, and other
areas on the North Slope if necessary, in sufficient quantities
to support a bullet pipeline project.

- MOVED HCR 2 OQUT OF COW TTEE

HOUSE CONCURRENT RESOLUTI ON NO. 3

Requesting the governor to provide energy security for al
Al askans by taking and encouraging all action that woul d support
a natural gas bullet pipeline fromthe North Slope to the Cook
Inlet region, including initiating any necessary negotiations to
reopen the Agrium plant in Kenai.

- MOVED HCR 3 OQUT OF COW TTEE

HOUSE CONCURRENT RESOLUTI ON NO. 4

Requesting the governor to provide energy security for Al askans
by taking and encouraging all action to support devel opnment of a
natural gas bullet pipeline from the North Slope to the Cook
Inlet region including advocating an increase in the anount of
natural gas that may be exported under authority granted by the
United States Departnent of Energy.

- MOVED HCR 4 OQUT OF COW TTEE
HOUSE CONCURRENT RESCOLUTI ON NO. 5
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Requesting the governor to provide energy security for al
Al askans by working on significant elenents and conponents to
support the tinely construction of a natural gas bullet pipeline
from the North Slope to the Cook Inlet region and to take
necessary action to assist and facilitate the process for a
private entity to make a final investnment decision to commt to
t he pi peline before Novenber 1, 2010.

- MOVED HCR 5 QUT OF COW TTEE
PREVI QUS COW TTEE ACTI ON
BILL: HCR 2

SHORT TITLE: | N STATE GAS PI PELI NE
SPONSOR('s): REPRESENTATI VE(s) RAMRAS

01/ 21/ 09 (H) READ THE FI RST TIME - REFERRALS
01/ 21/ 09 (H) ENE, RES
02/ 03/ 09 (H) ENE AT 3:00 PM BARNES 124

BILL: HCR 3
SHORT TI TLE: | N- STATE GAS PI PELI NE
SPONSOR(s): REPRESENTATI VE(s) RANMRAS

01/ 21/ 09 (H) READ THE FI RST TIME - REFERRALS
01/ 21/ 09 (H) ENE, RES
02/ 03/ 09 (H) ENE AT 3:00 PM BARNES 124

BILL: HCR 4
SHORT TI TLE: | N- STATE GAS PI PELI NE
SPONSOR(s): REPRESENTATI VE(s) RANMRAS

01/ 21/ 09 (H) READ THE FI RST TIME - REFERRALS
01/ 21/ 09 (H) ENE, RES
02/ 03/ 09 (H) ENE AT 3:00 PM BARNES 124

BILL: HCR 5
SHORT TI TLE: | N- STATE GAS PI PELI NE
SPONSOR(s): REPRESENTATI VE(s) RANMRAS

01/ 21/ 09 (H) READ THE FI RST TIME - REFERRALS
01/ 21/ 09 (H) ENE, RES
02/ 03/ 09 (H) ENE AT 3:00 PM BARNES 124

W TNESS REG STER

FRANK ABEGG, Vol unt eer

Fai r banks Econom c Devel opnent Corporation (FEDC)

Fai r banks, Al aska

PCOSI TI ON STATEMENT: Testified in support of the bullet gas |ine.

ELI ZABETH GRAY, Assi stant Manager
Mat anuska- Susi t na Bor ough
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Pal mer, Al aska
PCOSI TI ON STATEMENT: Testified in support of the bullet gas |ine.

MARK MAYO, Pl anning Director

Mat anuska- Susi t na Bor ough

Pal mer, Al aska

POSI TI ON STATEMENT: Testified in support of the bullet gas line.

CURTI S THAYER, Director

Corporate & External Affairs

ENSTAR Nat ural Gas Conpany

Anchor age, Al aska

POSI TI ON STATEMENT: Testified in support of HCR 2, HCR 3, HCR 4,
and HCR 5.

LI SA PARKER, Spokesperson

Agrium U. S.

Agrium | nc.

Kenai, Al aska

PCSI TI ON STATEMENT: Testified in support of HCR 3.

JERRY MCCUTCHEQN,

Anchor age, Al aska

POSI TI ON STATEMENT: Testified in opposition to the construction
of a natural gas line.

ACTI ON NARRATI VE
3:03:25 PM

CO CHAIR CHARI SSE M LLETT called the House Special Committee on
Energy neeting to order at 3:03 p.m Representatives Dahl strom
Ranras, Petersen, Tuck, Edgnon, and MIllett were present at the
call to order. Representati ve Johansen arrived as the neeting
was in progress.

HCR 2-1 N- STATE GAS PI PELI NE
HCR 3-1 N- STATE GAS PI PELI NE
HCR 4-1 N- STATE GAS PI PELI NE
HCR 5- 1 N- STATE GAS PI PELI NE

3:03: 36 PM

CO CHAIR M LLETT announced that the order of business would be
HOUSE CONCURRENT RESOLUTION NO. 2, Requesting the governor to
provi de energy security for all Al askans by pursuing devel opnment
of a natural gas bullet pipeline fromthe North Sl ope to the Cook
Inlet region; and requesting the governor to identify and
negotiate with one or nore persons capable of producing natura
gas from the Gubik area, and other areas on the North Slope if
necessary, in sufficient quantities to support a bullet pipeline
project; HOUSE CONCURRENT RESCLUTION NO 3, Requesting the
governor to provide energy security for all Al askans by taking
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and encouraging all action that would support a natural gas
bull et pipeline from the North Slope to the Cook Inlet region

including initiating any necessary negotiations to reopen the
Agrium plant in Kenai; HOUSE CONCURRENT RESCLUTION NO 4,
Requesting the governor to provide energy security for Al askans
by taking and encouraging all action to support devel opnment of a
natural gas bullet pipeline from the North Slope to the Cook
Inlet region including advocating an increase in the anount of
natural gas that may be exported under authority granted by the
United States Departnment of Energy; and HOUSE CONCURRENT
RESOLUTION NO. 5, Requesting the governor to provide energy
security for all Alaskans by working on significant elenents and
conponents to support the tinmely construction of a natural gas
bull et pipeline fromthe North Slope to the Cook Inlet region and
to take necessary action to assist and facilitate the process for
a private entity to make a final investnent decision to commt to
t he pi peline before Novenber 1, 2010.

3:03:49 PM

CO- CHAI R EDGVON noved to hear as a block HCR 2, HCR 3, HCR 4, and
HCR 5, and objected for discussion purposes. [ Therefore, the
conm ttee heard the resolutions individually.]

HCR 2-1 N STATE GAS PI PELI NE

CO- CHAIR M LLETT announced that the first order of business would
be HCR 2, HOUSE CONCURRENT RESOLUTION NO 2, Requesting the
governor to provide energy security for all Al askans by pursuing
devel opment of a natural gas bullet pipeline fromthe North Sl ope
to the Cook Inlet region; and requesting the governor to identify
and negotiate with one or nore persons capable of producing
natural gas from the Gubik area, and other areas on the North
Slope if necessary, in sufficient quantities to support a bullet
pi pel i ne project.

3:04:11 PM

REPRESENTATI VE RAMRAS, speaking as the Prinme Sponsor of HCR 2,
HCR 3, HCR 4, and HCR 5, requested that, although the resolutions
were noved as a block, the discussion of each resolution be taken
in sequence. He said that he preferred to "nove them as a bl ock,
but to vote them out individually ... ." Representati ve Ramas
then introduced HCR 2 and said that the resolution recognizes
that it is in the best interest of all Al askans to nove forward
on an in-state gas line. He explained that the construction of a
| arge dianeter pipeline either by the Al aska Gasline |nducenent
Act (AG A, or by Denali-The Al aska Gas Pipeline, does not offer
a tinely solution to the availability of in-state natural gas.
For exanple, diesel based economes sinply can not continue to
endure sub-arctic tenperatures at a cost of $4.50 per gallon for

honme heating fuel. The first consideration in pursuit of an in-
state gas line is the certainty of supply: a primary supply and
a contingent supply. Representative Ranras noted that HCR 2
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recogni zes the val ue of producing natural gas fromthe Gubi k area
and also the value of a contingent supply from other areas. To
illustrate the inportance of a contingent supply of gas, he
expl ai ned that a 20-inch pipeline is capable of [transporting] up
to 500 mllion cubic feet (ncf) per day, or approximtely 180
billion cubic feet (bcf) per year - anortized over 20 years -
therefore, 3.6 trillion cubic feet (tcf) of gas is needed.
However, only 600 bcf gas is proven fromthe Gubik area and the
actual discovery may be |ess.

3:09:27 PM

REPRESENTATI VE RAMRAS summari zed that HCR 2 directs the governor
and her adm nistration to help source a contingent supply of gas
so that there will be a sufficient supply to anortize a 20-inch
pi peline. He concl uded:

.. [HCR 2] recommends that [sources of natural gas are
f ound in] other areas on the North Slope, if necessary,
in sufficient quantities to support a bullet |I|ine
proj ect .
3:10: 05 PM

CO- CHAIR M LLETT opened public testinony.

3:10:22 PM
FRANK  ABEGG, Vol unt eer, Fai r banks Economi ¢ Devel opnent
Corporation (FEDC), infornmed the conmittee that he is a retired

citizen active wth the Fairbanks Economi ¢ Devel opnent
Corporation (FEDC). He said that a group of Fairbanks residents
has been studying energy and better health issues, such as the
fine particulate mtter (PM2.5) problem for the past three
years. In fact, the group of volunteers studied the state energy
profile, including the use of fuel oil and its pricing structure,
pi pelines, [gas] supply issues, the gas mnmarket, and the gas
field. The group will soon publish a report through FEDC titl ed,
"In-state Gas Pipeline Options." The publication will report
findings on the Al aska Natural Gas Devel opnent Authority (ANGDA)
gas pipeline, the spur line, the ENSTAR Natural Gas Conpany
bullet line, and the supply of liquefied natural gas (LNG by
Fai rbanks Natural Gas, LLC. Each proposal holds "good things and

bad things, but when you |look at the Anchorage area and

Fai rbanks the one project ... that brings the nost promse is the
bullet line ... [that] would connect the major Railbelt areas,"”
he sai d.

3:12:52 PM

MR. ABEGG further explained that the comunity of Fairbanks burns
about 50 mllion gallons of fuel oil per year for residential and
commercial heating. |If 70 percent of that market could be noved
to gas it would inprove the PM2.5 [air quality] and also save
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$120 mllion based on a fuel oil cost of $2.50 per gallon.
Adding electric utilities and refineries that also burn fuel oi
woul d double the savings to $250 nmillion per year. He opi ned
that if Anchorage gas prices increase by $3 due to the necessity
to pay for inported LNG the cost could be an extra $250 million
for residential, comercial, and utility consuners. This anount
added to the savings for the Fairbanks area equals the annua
cost of the bullet line: A $4 billion bullet line at 12 percent
equals a rate of return of $500 million per year.

3:14: 06 PM

MR. ABEGG warned that the "do-nothing scenario” is going to cost
Al aska one way or another; therefore, anything the state can do
to expedite the bullet line in the next five years is critical to
Al aska's econony, air quality, jobs, and the ability for Al askans
to obtain access to a resource. Speaking as a public citizen, he
expressed his strong support for the bullet Iine.

3:15:19 PM

ELI ZABETH GRAY, Assistant Mnager, Matanuska-Susitna Borough,
informed the commttee that she is the Assistant Manager for the
Mat anuska- Susi tna Borough and stated the borough's support for
the construction of a natural gas [pipe]lline to help neet the

i mredi ate gas needs of Southcentral and Interior Al aska. She
observed that Cook Inlet gas supplies are dwindling, while the
demand for natural gas is grow ng. Projections show that in
2010, local natural gas supplies in Southcentral wll begin to
fall short; in fact, 52 percent of the state will be affected by
the shortage of gas supplies. She opined that the proposed

bull et natural gas pipeline can be conpleted in the next few
years to neet gas needs and to create new econom c activities.
The Mat anuska- Susi t na Borough supports the creation of a gas |line
to provide energy security for the state and to facilitate
nat ur al resource extraction, val ue- added processing, t he
devel opnment of a cenent production plant at d obe Creek, and the
possi ble reactivation of the Agrium Inc. (Agrium, fertilizer
pl ant in Kenai.

3:17: 26 PM

M5. GRAY called the comrittee's attention to the proposed rai

line extension from the Al aska Railroad Corporation nmainline to
Port MacKenzie and said that it will help lower the cost of the
construction of the bullet line by an estimated $100 mlli on.
She referred to a 2008 study by the University of Al aska
Anchorage (UAA) Institute of Economc Research (ISER) that
indicated the additional resource extraction facilitated by the

rail extension will generate from 500 to 1,000 j obs. Mor eover
according to Northern Economics, the rail extension project
itself wll generate 3,200 to 3,400 construction |jobs. She

concluded that the Matanuska-Susitna Borough strongly supports
the imediate construction of the bullet natural gas |ine and
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rail extension in order to diversify the econony and limt the
state's dependence on federal government and petrol eum industry
j obs.

3:18:48 PM

MARK  MAYO Pl anni ng D rector, Mat anuska- Susi t na Bor ough,
expressed his agreenent with the previ ous speaker.

3:19:01 PM

CURTIS THAYER, Director, Corporate & External Affairs, ENSTAR
Natural Gas Conpany (ENSTAR), said ENSTAR supports all four
resolutions, as they go hand-in-hand to provide the foundation
for the [bullet gas line] project. He enphasized the need for an
i ndustrial anchor such as LNG or Agrium that can establish a
reasonable tariff for the residential consunmers along the
Rai | bel t. He pointed out that, fifteen nonths ago, the
| egi sl ature recognized the need to reduce the tax rate for the
in-state use of gas; as a result there is renewed devel opnent in
the Gubik area, in the Nenana Basin and at the Yukon Flats.
Mor eover, ENSTAR has commtted mllions of dollars toward work on

the bullet line and has proved gas in Gubik. If necessary,
additional sources of gas wll cone from the North Slope to
provi de the energy needed for Southcentral and the Interior for
the next 50 years. M. Thayer stressed that there is an

accessi ble in-state market consisting of Fairbanks, Colden Valley
Electric, and Flint Hlls Resources, along wth potential
custonmers such as Eielson Air Force Base and Ft. Wainwight Arny
Base.

3:21:57 PM

MR. THAYER continued to identify possible customers for natura
gas from the bullet |line such as Chugach Electric Association
Mat anuska Electric Association (MEA), Agrium and ot her
i ndustrial consuners. He concluded by assuring the conmttee

that ENSTAR is commtted to the bullet gas |ine and supports HCR
2, HCR 3, HCR 4, and HCR 5.

3:22:44 PM
CO- CHAIR M LLETT cl osed public testinony.

[ Although not formally stated, if was understood that Co-Chair
Edgnon renoved his objection.]

3:22:53 PM

REPRESENTATI VE DAHLSTROM noved to report HCR 2 out of committee
with individual recommendations and no attached fiscal note.
There being no objection, it was so ordered.

3:23: 23 PM
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The conmttee took an at-ease from3:23 p.m to 3:25 p. m

HCR 3-1 N- STATE GAS PI PELI NE

3:25:43 PM

CO CHAI R EDGVON noved to hear HCR 3 and objected for purposes of
di scussi on.

3:26: 26 PM

REPRESENTATI VE RAMRAS explained the purpose of introducing
resolutions that increnentally address how to build the in-state

gas |line. In fact, the construction of a bullet line has
incremental conponents, thus the first resolution sources out a
supply of gas. The second resolution, HCR 3, addresses re-
opening of the Agrium plant. Representative Ranras rem nded the
commttee the fuller the pipe, the lower the tariff, and it is in
the state's best interest to have a full pipe; however, 1|ight

commercial and residential consunption of natural gas throughout
the Railbelt represents only 60 billion cubic feet (bcf) per year
and would fill the pipe to one-third of its capacity. Re-
starting the Agrium plant woul d denmand anot her 60 bcf per year of
i ndustrial usage, in addition to reinstating 250 jobs in the
Kenai area. He opined that nore econom cal energy from the
bullet Iine "solves the [economi cal] problemfor Agrium™

3:30: 04 PM

REPRESENTATI VE RAMRAS continued to explain that the cost of
fertilizer in the state is anticipated to rise by 400 percent due
to the closing of the Agriumplant. |In addition, the conpany was
contributing to Alaska's short |ist of value-added products by
exporting urea to nuch of the world; however, this industry
requires a source of cheap natural gas. An additional benefit of
the plant's operation was to provide affordable fertilizer to the
green belts in the Mtanuska-Susitna (Mat-Su) Valley and Delta
Junction, possibly for the future growh of bio-fuels. He
stressed that operation of the Agrium plant serves many functions
for the Kenai area, the Mat-Su Borough, the Delta region, and for
recreational gardeners across the state. Representative Ranas
surmsed that the present admnistration's only involvenent in
this situation is to determne the conpany's production tax
status. He expressed his belief that the adm nistration can take
a nore active role in restoring the operation of the Agrium
plant; in fact, Agrium officials desire contact wth the
adm ni stration, and that contact is encouraged by HCR 3.

3:33:54 PM

REPRESENTATI VE PETERSEN asked whether building the bullet I|ine
will delay the building of the major natural gas pipeline.
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3:34:35 PM

REPRESENTATI VE RAMRAS assured the conmmttee that there has been
previous testinmony from representatives of TransCanada, and
Denali - the Alaska Gas Pipeline Project, that the in-state gas
pi peline is conplenentary to their projects; in fact, bullet Iine
t ake-of f points are helpful to them Mreover, the Gubik area is
not a source of gas for the |arge dianeter pipeline, he said.

3:35:21 PM

CO- CHAIR M LLETT opened public testinony on HCR 3.

3:35:36 PM

LI SA PARKER, Spokesperson, Agrium Inc., AgriumU. S., stated that
the resolutions before the commttee are very inportant to
provi de econony stability to the state. She read a brief history

of the Agrium Kenai Nitrogen Fertilizer plant and said that after
40 years of operation the plant closed in Septenber 2007, due to

a lack of natural gas supply from Cook Inlet. She inforned the
commttee that Agrium supports the bullet line, and HCR 3, and
opi ned that construction of the bullet line and negotiation of
successful contracts to purchase [gas] would restore a billion
dollar industrial facility to operation along with jobs, a tax
base, and economc benefits to the Kenai comunity. The
reopening of the plant would also provide urea needed by the
state's agricul tural i ndustry and t he Depar t ment of
Transportation & Public Facilities (DOT&PF). Ms.  Parker

corrected Representative Ranras in that there are currently 10
enpl oyees "nothbal Iing" the Kenai facility.

3:38:18 PM

REPRESENTATI VE RAVMRAS observed "[there is] no greater clarion
call for why we need an in-state bullet line... ."

3:39: 04 PM

JERRY MCCUTCHEON informed the commttee that construction of any
gas line is not in the best interest of Al aska. Wuat is needed
is a gas liquids pipeline of 150,000 barrels a day built along
the Ceorge Parks H ghway to Cook Inlet. He stated that gas
liquids are worth nore than oil; furthernore, there is not enough
gas for a gas line in all of the North Slope, or in the Gubik
ar ea. He rem nded the commttee that in 2004, ENSTAR announced
that the gas required [for a gas pipeline] was 1.2 bcf; however,
it now plans a line on 500 mllion cubic feet (nctf). He opined
that [ENSTAR S plans] are to keep the legislature "off balance
... S0 Conoco can continue to pedal its overpriced gas." M.
McCut cheon expressed his support for drilling efforts by Escopeta
Gl in Cook Inlet.

3:41: 38 PM
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CO- CHAIR M LLETT cl osed public testinony.

3:41:49 PM

CO- CHAI R EDGVON renpved hi s objection

3:41: 57 PM

REPRESENTATI VE DAHLSTROM rel ayed that a group has been working
with Escopeta O and the Departnent of Natural Resources (DNR)
si nce Novenber.

3:42:26 PM

CO- CHAIR M LLETT added that DNR has all owed an extended peri od of
time for the formation of a unit.

3:42:46 PM

CO- CHAIR EDGVON moved to report HCR 3 out of conmittee wth
i ndi vi dual recommendati ons and no attached fiscal note. Hearing
no objection, it was so ordered.

3:43: 04 PM

The conmttee took an at-ease from3:43 p.m to 3:45 p. m

HCR 4-1 N- STATE GAS PI PELI NE

CO- CHAIR M LLETT announced that the next order of business would
be HOUSE CONCURRENT RESOLUTI ON NO. 4, Requesting the governor to
provide energy security for Al askans by taking and encouragi ng
all action to support developnent of a natural gas bullet
pi peline fromthe North Slope to the Cook Inlet region including
advocating an increase in the amount of natural gas that may be
exported under authority granted by the United States Departnent
of Energy.

3:45: 22 PM

CO- CHAI R EDGVON noved to hear HCR 4 and objected for purposes of
di scussi on.

3:45:38 PM

REPRESENTATI VE RAMRAS reiterated that a 500 nctf per day gas
pi peline requires an annual flow of 180 bcf to fill the pipe and
allow for a mninmnumtariff. As discussed, all of the residential
and light comercial gas usage in the Railbelt area would be
approxi mately 60 bcf per year and the Agrium plant would al so use
60 bcf per year. Since the annual capacity of the pipe is 180
bcf, there is a potential shortage of 60 bcf; therefore, HCR 4
encour ages the governor and her adm nistration to advocate for an
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increase in the anobunt of natural gas that may be exported under
authority granted by the United States Departnent of Energy.
Representative Ranras related that an official of the Federal
Energy Regul atory Commi ssion (FERC) conveyed that it is critica
to Alaska that the U S. Departnment of Energy be involved in
securing gas for the pipeline; in addition, the official warned
that export licenses are difficult to grant because the U. S.
energy supply is sonetines robust and sonetines very | ean.

3:48: 16 PM

REPRESENTATI VE RAMRAS enphasized that it is inportant for the
adm nistration to open a dialog for the purpose of expanding the
capacity of Al aska's export |icense. Expandi ng the capacity of
the license would lessen the tariffs for Al askans. Furthernore,
exported gas is subject to a production tax thus creating an
i nportant additional incone stream for Alaska's general fund
(GF).

3:49: 24 PM

REPRESENTATI VE PETERSEN asked whether studi es have been done as
to how the $4 billion construction cost of the bullet |ine would
affect the price of natural gas.

3:49: 48 PM

REPRESENTATI VE RAMRAS rem nded nenbers that HCR 4 speaks to the
export conponent of the bullet gas pipeline project. He further
expl ai ned that gas comng fromthe Gubik area, or near the North
Slope, 1is subject to negotiations between the Regulatory
Comm ssion of Alaska (RCA) and the supplier of gas. In this
case, Cook Inlet is a depleted field and exploration and
production costs there would be higher than in the Gubik area
where gas is abundant. He stressed that the tariff cost to
consunmers wll increase with a pipeline that is only partly full.
He advised Representative Pedersen that the state is far better
off to be early in applying for an expansion of the export
license in order to reduce the tariff by filling the pipe.

3:51: 34 PM

REPRESENTATI VE TUCK asked for the amount of natural gas that was
exported out of the Kenai peninsula at its height of production.

3:51: 51 PM

REPRESENTATI VE RAMRAS estimated 12 bcf per year and deferred the
question to M. Thayer.

3:52:46 PM

MR. THAYER offered to provide an estimate at a |ater date.
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3:53: 08 PM

REPRESENTATI VE TUCK asked whether there will be a need to build
another gas liquids plant or wll the existing one be able to
handl e the full capacity of the bullet |ine.

3:53:25 PM

REPRESENTATI VE RAMRAS assured the commttee that there will not
be a need to expand the LNG plant if the dialog wth US.
Department of Energy to expand the export license is not
initiated right away.

3:54: 09 PM

REPRESENTATI VE TUCK further asked whether there will be a uniform
price for gas, or differences in price for Agrium exported gas,
and in-state comrercial and residential use: In short, one is
subsi di zi ng anot her.

3:54:39 PM

REPRESENTATI VE RAVMRAS said that has not been determ ned. The
pi peline conpany has two businesses: negotiating for gas,
selling it, and collecting a premumfor the transm ssion of gas;
and shipping gas for |arge consuners. He assunmed that Agrium
because it would be consum ng one-third of the gas in the bullet
line, would receive pricing preferential to that of residentia
and commercial custoners; however, Alaskan residential and
commercial custoners wll still see relief from the present
situation of paying the highest prices for natural gas in the U
S.

3:55:53 PM
CO- CHAIR M LLETT opened public testinony.
3:56: 06 PM

MR. ABEGG expressed his frustration with the extension of the LNG
I icense for ConocoPhillips Alaska, Inc., (Conoco) because in sone
ways the extension has precipitated the problem of |[imted gas
supplies in Cook Inlet; however, Conoco's past investnent has
al so provided opportunities for Al aska. He agreed that the gas
pi peline does need a large industrial user and he supported
extending the license for the LNG plant in Kenai for a l[imted
nunber of years, based on in-state uses for the gas. He
suggested that in-state opportunities for the use of gas such as
devel opment of the Susitna Dam a possible cenment industry,
m ning discoveries, and the coal-to-liquids plant, wll cone
al ong. M. Abegg concluded that he was in favor of [expanding
the export license] on a limted basis.

3:58: 08 PM
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REPRESENTATI VE RAMRAS r enar ked:

Wuldn't it be great if we didn't have a |Iegal
[imtation of 500 mllion cubic feet a day and we could
afford to have an export conponent and, a, pursue other
val ue- added opportunities instead of being capped off
like we are because of the AG A legislation that was
signed into |law | ast year?

3:58:36 PM

MR. ABEGG agreed, because there is a lot of potential gas al ong
the bullet line, he said. Producers in the Nenana fields area
are expecting reserves of two trillion cubic feet (tcf) to ten

tcf, additionally gas reserves are anticipated in Yukon Flats,
Stevens Village, North Slope, and Gubik field. Al t hough 500
[mcf of gas] will make the line work, additional capacity is
desirabl e.
3:59:25 PM
REPRESENTATI VE RAMRAS asked:
If we were successful in getting the export expansion
of the license and that bunped us up right at 500
mllion cubic feet, and then the devel opnent of
International Tower Hills ... cane up, and if ... a
gas-to-liquids [plant] opened up, and if the Mat-Su
concrete plant opened up, and we were otherw se
coommitted and we couldn't take our usage up above 500
mllion cubic feet because we had prom sed those rights

away to a Canadi an conpany, Transcanada, that would be
a shame, wouldn't it?

4:00: 00 PM

MR. ABEGG sai d yes.

4:00: 08 PM

CO- CHAIR M LLETT cl osed public testinony.

4:00: 28 PM

CO CHAI R EDGVON renmoved his objection and noved to report HCR 4
out of commttee with individual reconmendations and no attached
fiscal note. Hearing no objections, it was so ordered.

4:00: 48 PM

The committee took an at-ease from4:00 p.m to 4:03 p. m
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4:03: 02 PM
HCR 5-1 N- STATE GAS PI PELI NE

CO- CHAIR M LLETT announced that the next order of business would
be HOUSE CONCURRENT RESOLUTI ON NO. 5, Requesting the governor to
provide energy security for all Alaskans by working on
significant elements and conponents to support the tinely
construction of a natural gas bullet pipeline from the North
Slope to the Cook Inlet region and to take necessary action to
assist and facilitate the process for a private entity to nake a
final investnent decision to commt to the pipeline before
Novenber 1, 2010.

4:03: 08 PM

CO CHAIR EDGVON noved to hear HCR 5 and objected for discussion
pur poses.

4:03:18 PM

REPRESENTATI VE RAMRAS explained the state's cross purposes
regarding the introduction of wod bison, a potentially
endangered species, into a region that [the state] is also trying
to open up for gas exploration. House Resolution 5 requests, in
the interest of providing energy security for all Al askans, that
t he governnent elimnates regulatory hurdles and allows a private
entity to make its final investnent decision to commt to the
pi pel i ne before Novenber 1, 2010. Representative Ranras referred
to M. MCutcheon's concern about a simlar situation, between
the governor's office and DNR, regarding drilling in Cook Inlet
and Poi nt Thonson. He advised that his comunity of Fairbanks is
"paral yzed by fear" over the possibility of the return of high
oil prices and that a bullet line is essential to liberate from
fear all of the residents that |ive along the Railbelt. He
concluded that HCR 5 wll renove "shackles”™ and direct the
government to be an active participant in renmoving hurdles to
[i nvest ment decisions by private entities].

4: 06: 57 PM

REPRESENTATI VE PETERSEN asked about the proposed rel ease date of
t he wood bison in the Nenana Basi n.

4.07:14 PM

REPRESENTATI VE RAMRAS rel ated that the Al aska Departnent of Fish
& Ganme (ADF&G) issued assurances that there is not a problem He
deferred the question to the appropriate state agency.

4.:08:10 PM

CO- CHAIR M LLETT opened public testinmony on HCR 5. Hearing none,
public testinmny was cl osed.
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4:08: 37 PM

CO- CHAIR EDGVON wi t hdrew his objection and noved to report HCR 5
out of conmttee with individual recomrendati ons and no attached
fiscal note. Hearing no objection, it was so ordered.

4:09:12 PM

COCHAIR MLLETT briefly discussed the conmttee's upcom ng
nmeeti ngs.

4:10: 30 PM

REPRESENTATI VE JOHANSEN observed that begi nning one year ago, the
sponsor of the aforenentioned resolutions has been very public in
pushi ng these issues. He said that he was thrilled to hear the
governor include these issues in her state-of-the-state address.
Representative Johansen expressed his full support of the
resol utions.

4:11:39 PM

REPRESENTATI VE DAHLSTROM concurred with Representative Johansen
4:11:45 PM

REPRESENTATI VE TUCK agreed that the bullet line wll provide
opportunities to the state and private industry. These
resol utions are needed to ensure that Al aska's deep water port in
t he Kenai, and new industry, will flourish.

4:12:25 PM

ADJ OURNMENT

There being no further business before the conmttee, the House
Special Committee on Energy neeting was adjourned at 4:12 p. m

HOUSE ENE COWM TTEE -15- February 3, 2009



