10: 54: 29 AM

CALL TO ORDER

Co-Chair

Hawk er
to order at 10:

HOUSE FI NANCE COVM TTEE
March 9, 2010
10: 54 a. m

called the House Finance Commttee neeting
54 a. m
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Al l an Aust er man

Represent ati ve Chenaul t

SUMVARY

HB 300 APPROP: OPERATI NG BUDGET/ LOANS/ FUNDS
CSHB 300 (FIN) was MOVED out of Conmittee with a
"do pass" recommendati on.

HB 302 APPROP: MENTAL HEALTH BUDGET
CsSHB 302 (FIN) was MOVED out of Conmittee with a
"do pass" reconmendati on.

#hb300

#hb302
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HOUSE BI LL NO. 300

"An Act meking appropriations for the operating and
| oan program expenses of state governnment, for certain
programs, and to capitalize funds; making suppl enenta
appropriations; naking appropriations under art. |X
sec. 17(c), Constitution of the State of Alaska; and
providing for an effective date."

HOUSE BI LL NO. 302

"An Act neking appropriations for the operating and
capi tal expenses of t he state's i nt egrated
conprehensi ve nental health program and providing for
an effective date."

10: 56: 23 AM

Co-Chair Hawker MOVED to ADOPT Amendnent 32a (26-
GH2823\M 11, Bailey, 3/8/10, wth hand-witten changed
nunbers: page 1, lines 10, 12, and 14; page 2, lines 2, 4,
7, and 9 [copy on file] as |isted bel ow):

O fered by: Representatives Hawker, Doogan, Thonmas

Page 65, following line 3:
Insert a new bill section to read:
"*Sec. 19. GAS PIPELI NE DEVELOPMENT. (a) The follow ng
anounts are appropriated from the general fund to
increase the appropriation in sec. 1 of this Act to
the naned departnent, appropriation, and allocation in
t he anount s st at ed for wor k associ at ed W th
devel opment of a natural gas pipeline for the fiscal
year endi ng June 30, 2011:

DEPARTMENT, APPROPRI ATI ON,

AND ALLOCATI ON AMOUNT
(1) Law
Civil division, $750, 000
oil, gas, and m ning
(2) Natural Resources
Resour ce devel opnent, 1, 265, 250

gas pipeline inplenmentation
(3) Revenue
Adm ni stration and support, 465, 000
nat ural gas
commerci al i zation
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Taxation and treasury, 150, 000
tax division

(b) The following amobunts are appropriated from
the general fund to increase the appropriations in
sec. 1 of this Act to the named departnent
appropriation, and allocation for work associated with
the developnent of a natural gas pipeline for the
fiscal year ending June 30, 2011:

DEPARTMENT, APPROPRI ATI ON,

AND ALLOCATI ON AMOUNT

(1) Law
Civil division, $1, 750, 000
oil, gas, and m ning

(2) Natural Resources
Resour ce devel opnent, 2,952, 250

gas pipeline inplenmentation
(3) Revenue
Adm ni stration and support, 1, 085, 000
nat ural gas
commerci al i zation

(c) The appropriations made in (b) of this
section are contingent on a person submtting to the
Federal Energy Regulatory Conmmission a "precedent
agreenent™ for shipping natural gas on a North S| ope
natural gas pipeline.

Renunber the follow ng bill sections accordingly.

Page 80, |ine 28:
Delete "25, 26, and 28"
| nsert "26, 27, and 29"

Page 81, following line 2:

Insert a new bill section to read:
"*Sec. 38. CONTI NGENCY. The appropriation nade in sec.
19(b) of this Act is contingent as set out in sec.
19(c) of this Act."

Renunber the followi ng bill sections accordingly.
Page 81, line 3:

Del ete "Sections 34 and 36"
| nsert "Sections 35 and 37"
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Page 81, |ine 4:
Del ete "sec. 37"
| nsert "sec. 39"

Co-Chair Stoltze OBJECTED

Co- Chair Hawker explained that Anmendnent 32a was the
gasline anmendnent. He detailed that in the budget's initial
CS, the various issues connected with the gasline were set
aside in order to be considered together. He noted that
Amendnent 32a represented a substantial reduction "at this
time" fromthe governor's initial requests.

Co-Chair Hawker <continued that the first page of the
anendnent addressed issues related to on-going gasline
devel opnment requests and would offer 30 percent of the
admnistration's initial request for FY 11, wth the
bal ance (70 percent) contingent upon conpletion of a
successful open season. He added that the anendnent was
offered because of the anount of noney that had been

comm tted in t he past wi t hout [ accountability].
| nvestigation had revealed accunulated noney that was
sitting in encunbrances and non-lapsed accounts. He

conpared the process of tightening legislative control to
the process that had been used with Mdicaid. He also
want ed bal ance so that the |egislature could not be accused
of blocking the Alaska Gasline Inducenent Act (AGA)
process.

Co- Chai r Hawker enphasized that the core of the anmendnent
woul d bal ance the funds so that 30 percent would be given
up front and 70 percent on delivery. He maintained that the
| argest issue was in-state gas. The admnistration had
requested $6.5 mllion to continue in-state gas efforts
begun the previous year.

10: 59: 26 AM

Co- Chair Hawker acknow edged that there was a "disconnect”
bet ween what had al ready commenced and the present status.
The previous year, the noney was appropriated at the
request of [Governor Sarah Palin] to nobve an in-state
gasline forward separate from the Departnment of Natural
Resources (DNR) AGQ A process. He pointed to questions in
the |legislature about the [Parnell] admnistration's
commtment to noving the project forward successfully.
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Co-Chair Hawker referred to separate |egislation addressing
the issue in depth. He enphasized that "at this time" he
was not confortable making a definitive commtnent to the
operating budget of any amount for in-state gas until the
| egi sl ature and adm nistration had had tinme to dial ogue and
cone to an agreenent about the route forward. He believed
an in-state gas appropriation would be brought forward in
either a later version of the operating budget or in the
capital budget. He reiterated that there was no hidden
agenda; the legislature wanted to be in alignnent with the
adm nistration before conmtting the public's treasury to
t he process.

Co- Chair Hawker continued that the conversation on further
AG A appropriations was on-going; he wanted to provide
noney that would get through by the beginning of the next
| egi sl ative session, when there would have been either a
successful open season or the conversation would be
revisited. He underlined that the amendnent did not intend
to obstruct either in-state gas or the AG A process. He
wanted the public to be assured that the legislature was
being diligent.

11: 02: 34 AM

Representative Gara MOVED to ADOPT Conceptual Amendnment 1
to Amendnent 32a:

Page 2: Delete lines 9 through 11 and lines 21 through
22, and make conform ng anendnents.

Co- Chair Hawker OBJECTED. He detailed that the |anguage
delineated in the conceptual anmendnent was the renoval of
the "trigger point" for the conditional appropriation (the
conpl etion of a successful open season) and renoval of the
further contingency | anguage.

Representative Gara asserted that voting "no" on Amendnent
32a would nean he was voting against any funding for the
gasline, which was not his intention. He stated that he
woul d rather vote for how he thought the anmendnment should
be witten.

Representative Gara explained that the sections he wanted
to delete stipulated that the bulk of the noney for the
gasline would not come in unless there was a precedent
agreenment. He was nost concerned about funding for the big
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gasline, which he believed was inportant to the future of
t he state.

Representative Gara argued that there would be no precedent
agreenent in the <current year. He explained that a
precedent agreenment neant that a shipper would commt a
certain amount of gas with no conditions. Anmendnent 32a
woul d nean that DNR would not get 70 percent of the funds
it needs to nove forward with the gasline. He thought the
guestion was whet her DNR needed the funds to nove forward;
he believed it did. He did not think the oil conpanies
woul d nove ahead with a gasline w thout being pushed.

Representative Gara pointed out that there wuld be
conditional offers by entities on May 1 [2010] agreeing to
put gas in a line if the state does sone things for them
The state would need to analyze the offers, including the
tax breaks requested, the field geol ogy necessary, and the
things DNR and the Departnent of Revenue (DOR) want to do
with the funds. He did not believe the state would be able
to negotiate wthout the funds. He shared sonme of the
concerns put forth in Amendnent 32a; the admnistration had
not let the legislature know how nuch noney was needed to
push the gasline forward.

Representative Gara wanted a strong negotiating team to
push the gasline forward, including the best consultants
and anal ysts. He believed DNR need the nobney to succeed in
the project. He strongly supported the gasline and believed
it could go ahead, but timng was inportant. He did not
want to mss the sumer's field season because of too
little noney appropriated. He referred to work that needed
to be done soon, such as surveys of faults existing between
Fai rbanks and the North Slope. He wanted the information
bef ore TransCanada made its proposal

11: 08: 04 AM

Representative Gara expressed concerns about delaying the
project another year. He stressed the need to know the
exact anount of noney the admnistration wanted. He did not
think 30 percent was the anount needed; he hoped the anount
woul d be forthcom ng.

Co- Chair Hawker disagreed wth Representative Gara's

| anguage that the the intent of the industry was to
shortchange the people of Alaska. He pointed to poling
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nunbers showing only 37 percent confidence that the AGA
pr oj ect woul d nove f orward. He agr eed t hat t he
adm ni stration should address both the |egislature and the
public. He maintained that the point of Anendnent 32a was
to set a beginning point for a conversation that would take
place over the remaining 30 days of the |legislative
session. He pointed out that passing Conceptual Anendnent 1
to Anmendnent 32a would elimnate all contingencies. He
asked whether Representative Gara wanted to continue or
wi t hdraw t he amendnent to the the anendnent.

Representative Gara stated that ideally an anmendnment woul d
require the admnistration to give annual/nonthly detailed
reporting on expenditures. He understood that there was not
support for the idea.

Representative Gara MAINTAINED the anendnment to the
anendnent because he wanted to be on record supporting
funding for the pipeline effort. He believed that voting
for Amendnent 32a would put him on record as opposing
funding for the pipeline effort.

Co- Chair Hawker stated that he did not want the nmedia or
anyone to capitalize on the anmendnent to Amendnent 32a as
representing anyone being against the devel opnent of AdA.
He maintained that Anmendnent 32a would set a benchmark for
continued conversation during the current |egislative
process.

Co-Chair Hawker MAINTAINED his OBJECTION to Conceptua
Anrendment 1 to Anmendnent 32a.

Aroll call vote was taken on the notion.

I N FAVOR Foster, Gara

OPPCSED: Thonas, Doogan, Fairclough, Joule, Kelly, Salnon
Stol tze, Hawker

Represent ati ve Austerman was absent fromthe vote.

The MOTION FAILED (8/2). Concept ual Arendrment 1 to
Amendnent 32a was not adopt ed.

11:12: 45 AM

Co-Chair Hawker returned to discussion of Anmendnent 32a.

House Fi nance Conmmittee 7 03/09/10 10:54 A M



Represent ati ve Doogan stated his understandi ng of Amendnent
32a for the record, particularly wth regard to the
precedent agreenent section. He believed there were two
pl aces where the legislature mght decide to give only so
much noney wunless certain things happened. The first
related to the open season and an entity that was wlling
to put gas in the pipeline pursuant to |isted conditions
being nmet. The second was related to the precedent
agreenent, which would be an entity contracting to put gas
in the pipeline under certain terns.

Representative Doogan stated that he wuld be nore
confortable with the first option, except for the fact that
anything an entity brings to the open season is privileged.
For exanple, if Exxon Mbbile Corporation came to the open
season and agreed to do certain things, they could say the
terms of the negotiation between thenselves and TransCanada
were private at that point. The state would have difficulty
knowi ng what it was giving nore noney for.

Representative Doogan thought the state would be at a
di sadvantage with the precedent agreenment. He was concerned
that the state would be at the mercy of the "least
pl easant” entity nmaking an offer. He could not see any way
around the situation. He assuned that the adm nistration
and other interested parties would be able to figure out a
way to let the rest of Al askans know who "gumred up the
wor ks" and why, at which tinme the state could possibly act.

Representative Doogan informed the conmttee that he
supported Anendnent 32a. He did not feel that the
adm nistration had given good reason for spending all the
noney. He did not think testinony received in conmttee
all ayed fears regarding how nuch noney would be given. He
guestioned the admnistration's dedication to the project
and its willingness to fight for the project.

11:17:19 AM

Representative Kelly voiced support for the amendnent. He
referred to previous discussion in the DNR subconmittee and
the decision to bring the issue to the full commttee. He
agreed with concerns about the way the process was noving
forward. However, he thought the course set by the
| egislature for AG A was the best course available. He
acknow edged changes that had cone about. He believed the
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peopl e of Al aska supported the course that had been set
and that the administration intended to do the sane.

Representative Kelly spoke to requirements set out for the
in-state gasline, including the nonthly report. He believed
the project was on track; he expected a report in April and
July regarding significant deliverables.

Representative Kelly strongly preferred to stay to the
course set; he wanted any change to be in the open. He
argued that there would be sufficient opportunity to
address needed <changes in the upcomng supplenental
operating, and capital budgets. He hoped the adm nistration
woul d conmmunicate wth the legislature to come up wth a
course of action that all could agree on. He pointed out
that the |egislature would neet soon after the open season,
provi di ng anot her opportunity to address the issue.

11:21: 31 AM

Representative Gara wanted to clear msconceptions about
the gasline. He thought that people saw the open season as
the day on which the gasline deal would die if conpanies
did not conme forward. He asserted that May 1 was not the
end of the process, but the beginning.

Representative Gara believed that the period begi nning My
1, 2010 and the year followng could be an exciting tinme in
Al aska history, with nore pronmse than any other period
since the Trans Al aska Pipeline was constructed. On My 1,
the major oil conpanies would begin their negotiations, and
he wanted the state to be ready. He did not agree with the
m sperception that the state would have to |lose the
pi peline project if Exxon Mbile decided not to sell gas on
May 1. He hoped that the adm nistration would hel p.

Co- Chair Hawker noted that an admnistration official had
testified before the conmttee that the state had to be
vigilant to have a viable project noving forward. He stated
that the intent of Amendnent 32a was to encourage fruga
caution both in the long and the short terns. He wanted the
admnistration to nmake their request clearer and nore
convincing in the short term and in the long termto nake
sure a viable project is pursued, in light of the changing
wor | d.

11: 24: 27 AM
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Co-Chair Stoltze WTHDREW his OBJECTION. There being NO
further OBJECTI ON, Anendnment 32a was ADOPTED

Co-Chair Stoltze MOVED that CSHB 300 (FIN) as anended be
reported out of Commttee with individual reconmmendations
and that authorization be given to the Legislative Finance
Division and the Legislative Legal Services to nmake any
necessary techni cal and/or conform ng anmendnments.

Representative Gara OBJECTED for DI SCUSSION. He stated his
appreciation of the conmttee for the budget process.

Representative Gara W THDREW his OBJECTI ON. There being NO
further OBJECTION, it was so ordered.

CSHB 300 (FIN) was MOVED out of Conmittee with a "do pass”
recommendat i on.

Co-Chair Stoltze MOVED that CSHB 302 (FIN) as anended be
reported out of Conmmttee wth individual recomendations
and that authorization be given to the Legislative Finance
Division and the Legislative Legal Services to make any
necessary technical and/or conformng anendnments. There
bei ng NO OBJECTIQN, it was so ordered.

CSHB 302 (FIN) was MOVED out of Committee with a "do pass”
reconmendat i on.

11: 27: 51 AM

Co- Chair Hawker appreciated the conmttee for the work done
and manner in which it was done.

#
ADJ OURNVENT

The neeting was adjourned at 11:28 AM
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