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ACTI ON NARRATI VE
9:34: 03 AM

COCHAIR MARK NEUMAN called the House Resources Standing
Commttee neeting to order at 9:34 a.m Present at the call to
order were Representatives Tuck, Kawasaki (via teleconference),
Wl son, GQGuttenberg, Johnson, and Neunan. Al so present were
Represent ati ves Dahl st rom Gar a, Gatto, Johansen (via
tel econference), and Ranras, and Senators Huggins, Stedman,
St evens, Thonmas, and \Wagoner.
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PRESENTATI ON:  ALASKA' S | N- STATE GAS

9:34:16 AM

CO- CHAI R NEUMAN announced that the only order of business is an
update on Al aska's in-state gas.

9:36: 18 AM

HARRY NOAH, Project Manager, In-State Gas Project, Al aska Mental
Health Trust Land O fice, Departnment of Natural Resources, began
his PowerPoint presentation by noting that his review of the
status of the In-State Gas Project will include a report on the
work that has been conpleted to date and an outline of the work
remaining to be done [slide 2]. He explained the state's
approach on this project is to seek to encourage the devel opnent
of an in-state gas pipeline by reducing risk to a future
pi pel i ne devel oper (slide 3).

9:37:15 AM

MR. NOAH said the state began the project by identifying the
three legs of a stool for reducing the risk to a future pipeline
devel oper (slide 4). The first leg was to define the costs. An
engineering study was initiated to look at both the pipeline
costs and the facility costs, such as conditioning on the North
Sl ope, gas conpressor stations, and so forth, The second |eg
was to acquire the initial major permts, such as the U S Arny
Corps 404 permt and the federal and state right-of-way. The
permtting process has two parts: 1) the environnental inpact
statenment (EIS) process and the resolution of the conceptual
i ssues, and 2) the Notice to Proceed (NTP) process where nost of
the noney associated with the permtting of a project is spent
and where the detailed engineering cones in. The project's
intent was to do the conceptual permts and get through the EIS
process.

9:39:29 AM

MR NOAH, in response to Co-Chair Neuman, said he wll be
reviewi ng what has been conpleted to date, the specific costing
studies that are ongoing, the permtting schedule that has been
outlined by the federal |ead agency, and suggestions for a way
forward that he has as a 30-year resident of Al aska.

9:40:16 AM
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MR. NOAH resunmed his presentation, noting that the third |leg of
the stool is what has been identified as letters of intent
bet ween commercial entities - the buyers and sellers of the gas.
A "commercial working group” was put together to encourage those
groups to work towards letters of intent to sell and buy gas.
The vision is to let the market place decide whether this is a
vi abl e project because that is the test here. At the end of
this process, it is possible that those comercial entities wll
cone back saying they are close but need sone help to close the
gap. That would then be the legislature's decision, as that is
not part of the work effort that this in-state gas program is
progressing right now.

9:42: 42 AM

CO- CHAIR JOHNSON, in regard to allowing the market to decide,
asked whether there has been a response yet from the comrercia
buyers and sell ers.

MR. NOAH replied yes. He said that the last commercial working
group neeting was attended by everyone who could either sell gas
from the North Slope or buy gas. Wiil e none of the Rail belt
utilities were in attendance, the neeting did include
representatives from there. It is too early for the utilities
to commt and the project was just at the point of starting to
ask themto engage. One area being | ooked at for cost reduction
is gas conditioning on the North Sl ope. He met with the North
Sl ope producers to ask whether there is a way to integrate into
existing facilities as nmuch as possible to reduce the cost of
gas conditioning, and each one cane back individually to say
their conpany woul d be happy to.

MR. NOAH said there is no question in his mnd, that "Agrium"
the Railbelt wutilities, and to a certain extent, "Conoco" in
terms of its LNG plant, are interested in buying gas. The price
is the question, and the project has not yet gotten to that

poi nt . The project was not going to be in the business of
predicting the total coomodity price because that is a
commercial discussion between those two entities. The project

was trying to focus on the cost of transport.

MR. NOAH, in further response to Co-Chair Johnson, stated that
there is so nuch politics in Alaska right now that the situation
is unattractive for those comercial entities, and this 1is
sonething that needs to be sorted through sonehow. He
reiterated that the project's intent was to nake this a
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comercial deal and let the marketplace determne the timng and
t he scope of whether this project is viable.

9:46: 21 AM

MR. NOAH commenced his presentation by describing the work
conpleted to date (slide 5). He said the work, studies, and
permt applications for the alternative routing analysis of
pi peline routes have been conpleted from south of Fairbanks to
Cook Inlet and are available electronically and on paper. Not
much difference was found between a Richardson H ghway route and
a Parks Hi ghway route, other than the Ri chardson Hi ghway route

is longer, which equates to about $500 mllion nobre in cost.
The engineering focus was therefore put on the Parks Hi ghway,
given the goal is the |owest cost project. As a basis of the

permtting process, the project description was next conpleted.
A detailed project description is currently underway which, if

the project continues, will be sold by the state as an asset.
The engineering firm has reviewed the ENSTAR Natural Gas Conpany
(ENSTAR) capital cost estimate for the pipeline. The maj or
permt applications have been prepared and filed and the scoping
process has started. A letter has been sent to the Federal
Energy Regul atory Comm ssion (FERC) requesting a jurisdictiona
det erm nati on. In this letter, the state maintained that it

does not see the in-state gas pipeline as regulated by FERC
Finally, the conpressor station locations were set for the
permtting process, which neans the hydraulics of the pipeline
have been done.

9:49: 15 AM

MR. NOAH, in response to Co-Chair Neuman, reiterated that the
goal is not for the state to build the project, but to encourage
sone private conpany in the future to build the project. He
said the state is therefore looking at four scenarios for
conpressor stations: 250 mllion, 500 mllion, 750 mllion, and
1 billion [standard cubic feet per day (scfd)], wth each
scenario having a different nunber of conpressor stations. At
the lower end, the engineering team plans to look at a snmaller
di aneter pipeline, 16-18 inches, to see what the nunbers are.
The base case in general is a 24-inch pipeline. The intent is
sinply to lay the nunbers out so everyone can see them thereby
making it a transparent process both for the commercia
community and the public. The intent is not to set a flow, but
to show what the costs are at different levels of flow in the
pi pel i ne.
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9:50: 38 AM

CO CHAIR NEUVAN noted that there has been talk of a 48-inch pre-
build pipeline going to Canada and a snaller dianeter pipeline
going to Southcentral Alaska via either the Parks H ghway or the
A enn  Hi ghway. He asked whether the In-State Gas Project is
| ooki ng at this scenario.

MR. NOAH expl ained that the engineering work being done is |ike
an erector set - it can be looked at in terns of segnents or
size in order to answer questions like this. 1In addition to the
24-inch line, engineers have |ooked at what it would cost if a
48-inch line was built to, say, Fairbanks, and then a 24-inch

line continued fromthere. It was found that this cost would be
roughly $2.5 billion in addition to what it would cost to build
a 24-inch line from the North Slope to Cook Inlet. The
assunption is that everyone will be interested in these various
nunbers and how they fit together, so the plan is to have those
avai |l abl e. A route to Western Alaska with the endpoint at

Donlin Creek Gold Mne is also being | ooked at and those nunbers
wi Il be avail able as well.

9:53:17 AM

CO- CHAIR JOHNSON inquired whether there has been discussion
about a Point Thomson take-off because that gas is nuch cleaner
and does not need as nuch conditioning, thereby allowi ng the
conditioning plant to be scal ed down.

MR. NOAH responded it was felt that to make the project viable
there needed to be focus on how to have the |east cost for gas
conditioning possible, particularly since lower flow Ilevels
m ght possibly require higher gas conditioning |levels (slide 6).
Prudhoe Bay gas has about 12 percent nore carbon dioxide and
hi gher hydrogen sulfide, which needs to be conditioned out.
Therefore, ideas in the study phase include |ooking at: 1)
integrating into existing North Slope facilities to reduce the
cost, and 2) bringing the gas to Point McKenzie and
conditioning it there. A "peaking plant” would be located in
t he Fairbanks area. It is unknown what the difference is, but
that is one of the things being | ooked at.

9: 55: 36 AM
MR. NOAH added that if a nmethane-only gasline is desired, then

the Gubik gas field would be a great opportunity because it
appears that that gas is not high in carbon dioxide and few
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probl enms associated with it. Right now it appears Point Thonson
is "sweet gas." A pipeline route from Point Thonmson to Punp
Station 2 has been |ooked at by the project with the idea that
it mght be a |less expensive pipeline because it would go al ong
the foothills higher in the watershed and have a shorter |ength
of river crossings. The project assuned that Point Thonmson gas
could come over from Point Thonmson on the pipeline that is being
| ooked at right now by "Exxon." He explained that this scenario
was | ooked at because the project was set up with the idea to
flow gas in 2015 or early 2106, which is a very aggressive
schedul e. It would be physically inpossible to neet this
schedule if the segnent of pipeline between where this pipeline
ends and Point Thonmson were left out because that would then
requi re another environnental inpact statenent (EIS). He said
he cannot enphasi ze enough how aggressive the schedul e is.

9: 58: 00 AM

MR. NOAH, in further response to Co-Chair Johnson, stated that
at this point in time the [conditioning plant] costs are unknown
and the purpose of doing this work is to put together all of
t hese costs so everyone can see them It gets to a point in any
of these projects where it nust be worked - it is not a cookie-
cutter thing - there nust be striving to make it work. He said
he thinks that at this point [the conditioning plant] is up to
the comercial working people and is part of the discussion with
them The state cannot go to the producer and say "tell us how
to integrate into your facility." It has to be a joint effort
at this point in tinme and that is the approach that the project
is trying to take.

9:59: 29 AM
CO- CHAIR JOHNSON asked whether discussions have occurred wth

"Exxon," the |easeholder at Point Thonson, about going directly
from Point Thonmson to Punp Station 2.

MR. NOAH responded yes. The last neeting of the commercia
wor ki ng group was about six weeks ago and those conversations
were just starting then, so the discussions were hazy. No one

said no and no one opposed taking a | ook at this.

10: 00: 47 AM

REPRESENTATI VE GUTTENBERG i nqui red whether the admi nistration is
investigating an alternative to the commercial aspect in which
the state owns the pipeline and builds it as a public utility.
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This would be a way for the state to guarantee that the people
have reasonabl e rates, he opined.

MR. NOAH replied that the direction he was given was that this
woul d be |ooked at as a commercial deal and he was to try to
make it a viable commercial project. At sonme point in the
future the nunbers will be available and those decisions can be
made by the legislature in consultation with the governor.
Regardl ess of whether the state or a private devel oper builds
the pipeline, there nust be soneone that wants to sell gas and
sonmeone that wants to buy gas. Therefore, the sane commerci al
di scussions nmust go on to make it work - letters of intent are
still needed, as are all the things outlined in this program
It is too early to nmake that decision and it is an alternative
that can be dealt with at the end of the process, because
everything that is currently being done is still needed to be
abl e to make that deci sion.

10: 03: 43 AM

REPRESENTATI VE GUTTENBERG said he thinks [a state-owned
alternative] should be considered if the state wants to continue
junp-starting a pipeline - the Al aska Gasline Inducenent Act
(AG A) being one such junp-start. He said he thinks the state
shoul d consi der t he benefits t hat i nvest ment in t he
infrastructure will provide the state; for exanple, reducing the
cost of energy will be a huge advantage to the state regardl ess
of the cost. Wile he appreciates M. Noah's answer, he said he
thinks there are a | ot nore questions that should be answered at
this point rather than waiting.

10: 05: 07 AM

MR. NOAH returned to his presentation, noting that a second
issue to conme out of the project's initial work is the
mar ketability of natural gas liquids (NG's) at tidewater Cook
Inlet (slide 6). One theory is that if the tariff charge is
based on the British Thermal Units (BTU s) being transported
rather than just the flow, the overall tariff could be reduced
by nmoving nore BTU s down the I|ine. That is essentially what
"Exxon" and TransCanada are tal ki ng about doing - noving as much
of the gas liquids down to Alberta as possible to nake the |ine
wor k. Essentially, one of the ways to deal with the costs of
these pipelines is to nove as nuch liquids as possible and
literally use the nethane just as the transport vehicle. He
guestions how nuch of the NG&'s can be sold and at what price if
they are at tidewater in Cook Inlet, but this is an unknown. It

HOUSE RES COWM TTEE - 8- December 15, 2009



nmakes sense to say that the butane, propane, and pentanes could
be sold, but that is not known and is therefore one of the
things that has to be tested, and that is one of the things that
the project originally had planned as part of this process.

10: 06: 40 AM

CO-CHAIR NEUVMAN noted that trying to reduce energy costs
t hroughout Alaska is a big issue. The state spends a |ot of
nmoney in assistance, he said, and perhaps the diesel generator
pl ants throughout Al aska could be converted to propane, thereby
usi ng sone of Al aska's resources inside of Alaska to hel p reduce

costs. He offered his understanding that about half of the
liquids are propane totaling about 12,000-15,000 barrels a day,
which is way nore than the state could use. He asked whet her

any work to reduce the costs for in-state energy has been done
by the In-State Gas Project, given that propane's value is about
4-6 tinmes higher than that of nethane. In addition, he opined,
this would add value to Alaska's resources by creating jobs
within the state and woul d reduce the cost of that final flow of
nmet hane to the nozzles of all the furnaces in Southcentral
Al aska and el sewhere on the pipeline.

10: 08: 03 AM

MR. NOAH reiterated that he sees this as a whole set of building
bl ocks. For exanple, there needs to be an understandi ng of what
it wll cost to transport the gas stream to, say, Point
Mackenzi e. After that a determnation nust be nade as to what
can be received fromselling the gas. Once this information is
known, these other different things can be dealt wth. He
advised that in noving gas fromthe North Slope to Cook Inlet in
an in-state gas pipeline, there are only two ways to drive the
cost down: 1) increase the volunme to the greatest extent
possi ble, or 2) have the state subsidize it. He expl ai ned that
the project has taken the approach of [|ooking at what can be
done to nmke this comrercially viable, not that it was the
project's decision, but just as a sort of nmechanics in this

whol e process to determne what it will cost, and then let the
comer ci al people nmke the decisions or ultimately the
| egislature may want to nmnake decisions. There are a lot of

things going on here and until the nunbers are known it is too
early to deal with "here's what the propane is going to cost."
The project cannot say what the cost is going to be because
those are commercial discussions. This project is just the
mechanics, with the idea being to put the nunbers together and
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encourage the commercial people to mmke agreenments anongst
t hensel ves.

10: 10: 08 AM

CO CHAIR NEUVAN surm sed that M. Noah's answer to his question
is yes, the project is |looking at values, quantities, qualities,
and product that can be noved down the pipeline to help with the
costs.

MR. NOAH responded that his project is |ooking at what would be
available in ternms of flow and so forth, not what is the current
in-state market for propane. The Al aska Natural Gas Devel opnent
Authority (ANGDA) is doing that, he said, and wth so nmany
people in state governnent spending noney on all the various
energy issues he did not see any need for his project to
replicate those things. So, the answer is that the project is
not actually looking at how to narket propane in-state; rather
the project is looking at what it would cost to get to Nenana or
Poi nt MacKenzi e.

CO- CHAIR NEUVAN agreed there are a lot of different groups
working on a lot of different energy issues within the state
They do not talk to each other either, he added.

10: 11: 05 AM

CO- CHAIR JOHNSON said he sees the state's expenditures on the
various projects as the state's involvenent and participation in
a pipeline, possibly one that is conpetitive wth the AJA
pipeline, that is nore than 0.5 billion standard cubic feet per
day (Bscfd). He asked whether the project has discussed if its
work to date has subjected the state to treble danmages under the
AGQ A contract.

MR NOAH replied that the intent of his project is to put

toget her a package for the state to sell, and the package woul d
include an engineering study and it is hoped it wll also
include permts and letters of intent. The project's intent is
to sell that package for about what it cost to create it. He
said it has not been his intent to get into the mddle of the
AG A di scussi on. Comm ssioner Irwin and Deputy Conmm ssioner

Rut herford have a well-thought-out position that the project
should be careful not to affect the economcs of the big
pi pel i ne. Everyone wants a big pipeline, there is no downside
to that in any way. This question mnust be dealt wth
technically and therefore the answer is that the project has not
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been having any internal discussions about the AGQ A process and
triple danages. The project has sinply been a group of
mechanics trying to put together a project and providing the
nunbers. The project is not saying the pipeline has to be nore
than 500 mllion standard cubic feet per day (Mvscfd). Rat her
the project is telling the legislature that there are two ways
to reduce the cost of gas to Cook Inlet - increase the flow or
subsidize the cost of the line - and this is not the project's
deci si on. The project is just the guys putting together the
nunbers.

10: 13: 49 AM

CO CHAI R NEUMAN inquired whether a third way to reduce the cost
would be to put down a higher value product given that the
project is looking at BTUs as well as volume, which is quantity
and quality.

MR. NOAH answered that if NG.'s could be marketed at a good
profit from Cook Inlet, then that would be true. However, that
is currently unknown and is therefore an outstandi ng question at
this point. The reason it makes sense to take those NA's to
say, Calgary, is that it has an existing infrastructure to buy
that, so there is no question that those can be used in Cal gary
at this point in time. The question Al aska must ask itself is,
What is the basis of Al aska's econony? Alaska has a |ot of
policy decisions that need to be sorted out, he opined. They
are not black or white, right or wong. They just need to be
sorted out, and this cannot be done wthout first having the
nunbers necessary to start the policy discussions.

10: 15: 28 AM

MR. NOAH returned to his presentation (slide 7) and explained
that the In-State Gas Project was set up on a schedule to nove
gas in 2015 or 2016. This is a very aggressive schedule, so the
project canme up with internal mlestones to do this. The first
mlestone is to conplete the basic cost of transport nunbers by
early summer 2010 so commercial working people can see them and,
it is hoped, start discussions. For the com ng budget, the
project has suggested another $6.5 or $6.7 nillion, nost of
which is for field work to gather basic engineering data that a
conpany could use to do its detail design. This data will be
used to update the cost of transport [in Novenber 2010] as work
continues into the project description. The |ead federal agency
has conme up with a programto enable conpletion of this initia
permtting by February 2011, which 1is a very aggressive
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schedul e. The agency is taking a different approach than it
normal |y does and the state needs to applaud this effort. It is
the project's intent to sell the state package through a bidding
process that is conpleted by April 2011; to do this the intent
is to start the process of finding a buyer in the fourth quarter
of 2010. The internal work plan is being driven by the 2015-

2016 end date. Energy projects are so long-term that the
deci sions nmade today will affect everything in 2015, he pointed
out . The legislature nmust realize that anything it does that
slows this process down will delay the start-up

10: 18: 41 AM

MR. NOAH reviewed the detailed schedule of permtting (slide 8),
noting that scoping neetings are going on right now A
contractor is in place, and the individual permt applications
are available to anyone wi shing a copy. Wen |ooking at an EIS,
it should be realized that a person walking the pipeline route
would trip over the nunmerous stakes on that route. There are
al ready vol unes of pages about these routes, so it is hoped that
this is an EI'S process that can be conpleted relatively quickly.
While people need to make decisions, he said he thinks the
issues are clear. |If this were a project starting fromthe very
beginning it would cost a fortune, but so nuch nobney has been
spent prior to this that that information can be used to nove
this project along in a tinely manner.

10: 19: 54 AM

MKE METZ, Consultant to the In-State Gas Project through
M chael Baker Jr., Inc., Mchael Baker Corporation, stated he is
t he manager of right-of-way, Keith Meyer (ph) is the engineering
manager, and Ward Whitnore (ph) is the process facilities
manager. He said he will review the ongoi ng engi neering pl an.

10: 20: 27 AM

REPRESENTATI VE GARA asked whether his assunption is correct that
"the big dianeter pipeline” would provide cheaper gas than an
in-state pipeline, and an in-state pipeline is if the big
pi peline does not go in tinme.

MR. NOAH answered "absolutely."

10: 21: 12 AM
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REPRESENTATI VE GARA said he has always struggled wth the
conundrum that Fairbanks has a nore inmediate need for energy
while Anchorage is trying to figure out where it wll get a
source of energy for its next generation. He asked whether it
is a realistic scenario that a pipeline could get gas to
Fai rbanks at cheaper than what Fairbanks is currently paying,
but it would be nore expensive gas for Anchorage than what
Anchorage could get from el sewhere. He further asked whether
there is an economcal way to get natural gas to Fairbanks to
help its energy needs w thout saddling Anchorage with gas that
m ght be nore expensive than gas from Cook Inlet or el sewhere.

10: 22: 14 AM

MR. NOAH responded that these questions are at the heart of the
policy decisions that nust be nmade. If "the big line" was
comng along in a tinely manner, there is no question that he
would say to "stop all this." The problemis that there is no
way to define what that schedule is. If these projects are

worked on for 20 years, the circle just keeps going around and
around in relation to "the big line" as the enthusiasm builds up
only to then decide it is not going to work once the engi neering

is conpl et ed. The intent of the In-State Gas Project was to
determ ne what the cost would be for a project that the state
can control. The only way that Fairbanks gets reasonably-priced

gas is if a pipeline is going by, because the market there is
not big enough to sustain a pipeline comng from the south
unless the state just wants to buy it. Al so, because there is
not a lot of natural gas already there, people are not yet ready
to take the gas. The conundrumis what Representative Gara just
said - Wiat is the schedule for "the big line?" Al so, at what
point in tine does the state say it is going to nove on? There
IS no question that the state wants to encourage a big pipeline.
However, when does the state say it nust take care of itself?
If an assunption is nade that the gas is going to be nore
expensive in Cook Inlet because "the big line" is comng along,
then what is being said is that "the big line" is a given and it
is only a question of tine; however, he does not know whet her
that is true.

10: 24: 54 AM

REPRESENTATI VE  GARA said t he answer on Fai r banks is
di sappoi nting because the ideal circunstance would be to get
t hose peopl e quick, cheap gas now.
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MR. NOAH replied that if there is gas in the Nenana Basin it
will work great.

10: 25: 12 AM

REPRESENTATI VE GARA said he thinks the big prize the state nust
keep its eye on is "the big gasline,”™ which neans the industry
and state nust cone together. He expressed his concern that the
public may be interpreting an in-state gasline as neaning cheap
gas. He asked whether it is possible that gas from an in-state
gasline mght be at a | ow price.

MR. NOAH answered that he thinks it is possible, but he would
need to know a nunber so he is sure he wunderstands what
Representati ve Gara neans.

REPRESENTATI VE GARA said Anchorage Minicipal Light & Power
(M.&P) had a great contract two years ago that was "below five."

10: 26: 08 AM

MR. NOAH responded that to encourage developnent of the "LNG
plant” that is nost likely going to shut down and to encourage
redevel opnent of the "Agrium plant,” then the gas price could

not be nore than about "nine max" or just slightly less than
that. To sell gas in-state the North Slope producers nust get a
return that is equal to, or greater, than the return on gas that
goes to the Lower 48. It nmust be a commercial deal or the
producers will not do it. Wth that in mnd, the question is
whet her the tariff can be driven down enough to make it work

and that is the unanswered question here. It is not necessarily
true that North Slope gas is going to be expensive. It gets
back to what he said earlier - there nust either be as nuch fl ow
through the pipeline as possible or the state nust subsidize it.

If everything is cut in half because of all the different
alternative energy and the gas pipeline, then the energy wll be
expensi ve. The market is so small that nost of it nust be

captured for about 20 years to drive these costs down.

10: 28: 00 AM

MR. METZ added that without a |large industrial user the vol unes
are pretty small for just the donestic market. To saddl e the
tariffs with the capital recovery would drive the prices very
high and that is why M. Noah is tal king about subsidi zati on.
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MR. NOAH clarified he is only saying that if the flow is not
allowed to go to the maxi num demand.

MR. METZ pointed out that then the state would have to worry
about the limt of 500 billion cubic feet.

MR. NOAH agr eed.

10: 28: 48 AM

SENATOR HUGGE NS suggested going to the Alaska QI and Gas
Conservation Conm ssion (AOGCC) to ask what the inpacts would be
on the fields and other dynamics if an offtake of this anount
was begun this year.

MR. NOAH agreed it would be useful to learn from the AOCGCC what
| evel of offtake from the field can be done w thout destroying
the oil reservoir. This would provide a data point as part of
t he policy discussion.

CO CHAIR JOHNSON said he sent a letter on Decenber 7, 2009, to
Conmmi ssioner Irwin, Departnment of Natural Resources (DNR),
asking the departnment to request the AOGCC to start a study on
the allowable offtake. He related that he was told this request
must cone from the producers or the departnent because the
| egi sl at ure does not have st andi ng.

10: 30: 59 AM

MR. METZ began his presentation by summarizing the ongoing
engi neering work plan for the next year (slide 9). He said the
mai n purpose is to develop cost of transport for various project
options. The facilities are being identified and the pipeline

design is being updated for further cost estimate. The aimis
to increase the level of confidence in the system cost estinates
by further defining both facilities and pipeline design by doing
a certain level of engineering on the pipeline. A cost of
transport will be done for the various scenarios that have been
identified. These have been discussed with the comrercial group
- the | easeholders, the sellers, and the buyers - and sone ideas
have been devel oped, such as processing in the Cook Inlet area
or increasing the amount of NG.'s and therefore increasing the
BTU content of the gas. Docunentation of all of the studies

which will be transparent, wll then be provided to parties
interested in devel oping a comercial project.

10: 33: 04 AM
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MR. METZ, in regard to cost of transport, explained there are
two phases of developnent (slide 10). In early sunmmer 2010
there will be a cost of transport delivery with the focus on
facility costs, such as for NG plants, saddle plants, and the
gas conditioning facility. Also being incorporated into this is
the newy available Legacy Data accessed through the [state and
federal] Joint Pipeline Ofice (JPO and the Al aska Departnent
of Transportation & Public Facilities (DOT&PF). In late 2010

there will again be cost of transport delivery and that will be
focused on incorporating the field program data collected over
surmer [2010] and an updating of the pipeline cost.

10: 34: 08 AM

MR. METZ said work to-date has identified four basic scenarios
(slide 11). Al the scenarios start with the use of residue gas
which has a lower NG. content. The first scenario is [Centra
Gas Facility (CGF)] residue gas only, North Slope gas
conditioning, and extraction at Cook Inlet of the NA&'s -

propane, butane, and nethane. The second scenario is [CGH
residue gas only with Cook Inlet gas conditioning and NG
extraction at a conbined tidewater plant. The third scenario is

[CGF] residue gas wth North Slope conditioning and NG
extraction. This scenario has tw variations: 1) all the NA&'s
are given back to the unit with only nethane exported from the
North Slope or, 2) preferential export of propane on the |ine
w thout the ethane, which is the base case that the comerci al
team wanted to look at and therefore is still being carried
forward. The fourth scenario is [CGF] residue gas spiked with
the [CGF] stabilizer overhead gas which is rich in NG, North
Sl ope gas conditioning, and Cook Inlet NG. extraction, provided
there is a market for the NG&'s. Each of these four cases has
four flow scenari os: 250, 500, 750, and 1000 [mIlion standard
cubic feet per day (Mvkcfd)]. Thus, the project is |ooking at
16 different cases. By developing the facilities costs |ike an
erector set - piece by piece - the various costs can be conbi ned
into each scenari o.

10: 36: 46 AM

CO CHAI R NEUVAN surm sed that each of the four scenarios would
have a direct effect on the end cost of nethane delivered to
homes t hroughout Sout hcentral Al aska. He asked whether that end
cost would be determ ned as part of this process.
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MR. METZ replied yes, definitely. The project will cone up with
a list of various scenarios and the costs associated with each
so that the Ilist can then be pulled down and the best
opportunities | ooked at in nore detail.

10: 37: 32 AM

CO- CHAIR JOHNSON presunmed that CGF stabilizer overhead gas is a
ri cher gas.

MR. METZ answered yes.

CO CHAIR JOHNSON asked whether it is necessary to process that
on the North Slope or could it be processed at Cook Inlet.

MR. METZ said the process team is looking at that right now
The stabilizer overhead has high NG. content as well as high
carbon di oxide content, so the teamis |looking to see how that
m ght be bl ended. At the present tine, the team is trending
toward North Sl ope conditioning.

CO- CHAIR JOHNSON i nquired whether anyone is currently doing NG
extraction and conditioning at the sane tinme, which would garner
the benefit of the sane site, sane building, and sane permt.

MR. METZ responded yes, that can be done. The NG. portion is a
separate plant, but it can be incorporated into the sane site.

10: 38: 52 AM

CO- CHAIR JOHNSON asked whether the <carbon dioxide could be
injected into Cook Inlet wells to get nore oil production if the
extraction and conditioning were done at Cook Inlet.

MR METZ replied that this is being |looked at and there are
several fields in the Cook Inlet that could take that anpunt of
car bon di oxi de.

CO CHAIR JOHNSON inquired whether this injection would enhance
oi | production.

MR. METZ answered he does not know very nuch about the use of
carbon dioxide in Cook Inlet because no carbon dioxide has been
avai l able there and so it has not been thought about nuch. In
further response, he agreed it is a good thought.

10: 39: 54 AM
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COCHAIR NEUVAN noted that the aforenmentioned scenarios
represent quite a few jobs that would be done in Al aska, so the
| egi slature nust |ook at that along with looking at the effects
on the state's general fund revenue.

MR. METZ responded that the project's job is to give legislators
the pieces so they can be conbined in various ways to get an
i dea of what the cost of transport woul d be.

10: 41: 03 AM

MR. METZ explained that the project's facilities work plan
focuses on the devel opnent of schematic flow diagranms and cost
estimtes for each of the conponents of a gas conditioning plant
(slide 12). These will probably be |ooked at in units of 250
[ Mscfd] so that they could be conmbined into 500, 750, and 1000
[ MVscf d] . Process flow sinulations are being developed and
process flow diagrans are being generated with major equipnent
for estimating the cost. Therefore, the cost estimate is being
done by each conponent; in other words, the NG. conponent 1is
going to be different from the gas conditioning conponent. So,
the conditioning trains, the NG. trains, and the NG
fractionation and storage are being | ooked at.

MR. METZ stated that on the pipeline work plan, investigation on

cost reduction opportunities is continuing (slide 13). A field
verification investigation wll be conducted, which will include
boots on the ground and drilling. Devel opnmrent of a nore

detailed design basis for the pipeline is currently being done.
More detailed design criteria and procedures related to the
design of the line will also be prepared so that the costs can
be better defined. Al of this wll be rolled into
docunentation that will be avail abl e.

10: 43: 01 AM

MR. METZ explained that in the investigation of cost reduction
opportunities (slide 14), the project is trying to inprove the
route constructability. A lot of studies have been done north
of Livengood, so there is a good idea from those previous
studies as to where that best route is |ocated; additional work

still needs to be done south of Livengood. There is constant
| ooking at differences in how the line mght be designed to
optim ze pipeline hydraulics. Length reductions are being

| ooked at and reroute recommendations were recently made that
woul d reduce sone |ength. Al so being investigated are ways to
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reduce ri ght - of - way preparation and recl amati on wor k.
Addi tionally, a study is being <conducted to investigate
replacing conpressor station refrigeration wth air coolers.
The hydraulics work has indicated there nmay not be very nuch
benefit from the refrigeration and perhaps the |ocation of the
conpressor stations can be optimzed to wuse natural ground
cooling conmbined with air coolers for cooling the gas. Al of
this is pointing to a refined mle-by-mle geotechnical
characterization of the pipeline, which is needed to apply
desi gn procedures and conme up with a better cost estinate.

10: 44: 41 AM

MR. METZ reviewed the field investigations that wll be
undertaken (slide 15). These include river crossing assessnents
and verification of the crossings, especially some of the ngjor
Crossi ngs. A geotechni cal borehole program is being worked on
with the Departnent of Transportation & Public Facilities
( DOT&PF) . A material site program is being started in
col |l aboration wth DOT&PF which wll include assessnent of

current sites and the identification and verification of new
sites, especially north of Livengood. The initial work has been
done on characterizing active fault crossings. Some of that
work needs to be finalized so it is known exactly where in the
field these are |located and what anount of novenent s
anti ci pat ed. An additional constructability assessment will be
done with boots on the ground to look at the route to ensure
optim zation of cross-slope approaches to steep slopes and so
forth. As part of the logistics update there will be a program
where the roads, access roads, canps, and storage yards along
the route are characteri zed.

10: 46: 09 AM

CO CHAI R NEUMAN understood that the people of Denali National
Park & Preserve would |ove to have the natural gas, as opposed
to the diesel currently being used, should the pipeline route be
al ong the Parks Hi ghway.

MR. NOAH identified two possible routes near the park: one
going right down the highway in the ditch and one going just
outside the park across the river and along the bench. The cost
of both routes is about the same; however, the route through the
park would get tied up in Title 11 of the Al aska National
I nterest Lands Conservation Act (ANILCA). Under Title 11 an EI'S
would need to be done and approval received from the U S
Secretary of the Interior, the President, and Congress. Senator
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Li sa Murkowski introduced a bill that would allow the National
Park Service to make the decision and avoid the Title 11
pr ocess. The project told the park service to work things out
if it wants the line through the park, but the project has
applied for the route going around the park.

10:47:59 AM

MR. METZ discussed project docunentation over the next year
(slide 16). The design basis will be formally docunented, as
will the design criteria and procedures. The technical

description of the pipeline and facilities will be detailed.

The construction and logistics plan will be updated and a new
cost estimate provided for the pipeline. That cost estimate
will build on the original one that was done by ENSTAR, which is
a very detailed cost estimte. It is anticipated that two
different groups wll wrk on it independently and then a
conparison of the cost estinmates will be made at the end. A
detailed alignnment sheet series will be issued and it wll be
all geographic information system (G5S). The @S is currently
up and running, and the Legacy Data and additional digital

el evation nodeling (DEM data are still being put into it.

Applications to that are being witten to help in defining and
characterizing the route.

10: 49: 39 AM

MR. METZ, in response to Co-Chair Neuman, explained that AS is
t he geographical information system which provides a platform
for putting real-world coordinates on all the facilities. I t
allows information from a variety of sources - such as
t opographic nmaps, digital elevation nodels, and Light Detection
And Ranging (LIDAR) data - to be conbined which allows the rapid
eval uation of alternatives.

10: 50: 49 AM

MR. NOAH outlined the issues facing Al aska (slide 17). He said
that in the next 10 years the econony of Alaska nmay change
dramatically due to (declining) flow through the Trans-Al aska
Pi peline System (TAPS) and |oss of federal dollars. Ri ght now
there really is no long-term affordable energy source for
Fai rbanks, the Railbelt, and Western Al aska. While there is gas
in Cook Inlet, the big bubble of gas is no longer there and
there will likely always be the one to three year supply
scenari o versus demand in Cook Inlet.
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10: 52: 02 AM

MR. NOAH addressed a diagram showing the current energy tug-of-

war going on in the state (slide 18). He described the diagram
as being a circle with numerous ropes [projects] pulling out
from that circle. Inside the circle are a nmajor gas sale off
the North Slope and an in-state energy supply. No one is
t oget her because all the different projects are pulling in
different directions, and one project wants to kill the other.

Everyone wants the sanme thing and wants to do what is right for
Al aska, but no one can figure out why the others do not agree
with his or her plan. Al kinds of energy are included in these
various projects, but nothing is noving forward. There is no
major sale off the North Slope and no gas supply. Unti |
everyone gets together it is just a thrashing of each other, and
the legislature is funding nost of this. It can be argued that
up to this point the dollars have been well spent; but if the
spendi ng continues and no one makes a decision, civil war wll
be created within state governnent and there is no profit in
that. Wat is happening right nowis not positive, he opined.

10: 54: 03 AM

CO- CHAI R NEUMAN agreed, but said he does not want to get too far
into this because the legislature is aware of this.

MR. NOAH allowed that he is as guilty as anyone else - he got
tired of the argunent and just stopped talking to people; so he
is not saying he is right and everyone else is wong. The
problem is that the state is not advancing and it is at the
point where the politicians and |eaders of the state need to
sort things out. The decisions are hard and he would like to
make sone suggesti ons.

10: 55: 51 AM

MR. NOAH noted that a lot of tine and noney has been spent by
the legislature working toward the open season (slide 20).
Everyone wants it to work, but if some underlying factors are
not dealt with, the open season will be mush and non-concl usi ve.
s the state going to deal with the issue of fiscal certainty?
There is no law that says this nust be done, but the fundanental
guestion being asked by the producers is whether the state wll
grab hold of the gasline and suck it dry from a financial
standpoint should the oil pipeline run out. Wile this is
political dynamite right now, it nust be dealt with or else the
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open season wll be heavily conditioned and wll just Kkeep
rolling fromone year to the next.

10: 57: 23 AM

MR. NOAH said his first suggestion, which nmay be politically
i npossi ble given that everyone is running for office, is that
some basic conclusions nust be nade about whether fiscal
certainty is going to be dealt with so the chances for this open
season can be i nproved. To say that it does not mean anything
if the open season does not work is incorrect. The state nust
take care of itself in ternms of these econonmc issues and in
ternms of energy supply.

MR. NOAH noted that the schedule TransCanada has right now is
that if everything goes well on this open season, a decision on
whether to go forward with the pipeline will be made by Novenber
2014. He said it is perfectly reasonable from a business
standpoint to get an open season, deal with the fiscal certainty
issue at some point in time, get FERC and all the permtting and
stipulations that are cost itenms out of the way, figure out the
First Nations issue, and then do a feasibility study and deci de.
However, the question is whether it is in the state's best
interest to wait that |long when there is no assurance that there

is going to be a pipeline. That has to be answered. | f
everything keeps floating like the way it is now, the state does
not get to any answers. The state is comng up wth nunbers,

but not putting everything into context and comng up with a
plan that allows this to nove forward.

10: 59: 29 AM

MR. NOAH pointed out that the state is also working on the
concept of having 50 percent of its energy be renewable by 2025
(slide 21). Wile there is no argunent that this is a good
idea, the market is small and there is only so nuch demand. The
state nust therefore rectify at this point in tinme whether
renewabl e energy nmkes sense. The state nust determine its
backup plan, but it nust sort out whether the plan is to fund
renewabl e energy or an in-state gas pipeline because funding
both of these is distorting and confusing the narketplace. On
one hand the state wants people to cone in commercially to do
things, but on the other hand there is a hamrer that the state
may decide to do these things itself, which confuses the
mar ket pl ace. "You, the politicians, need to neke sone
deci si ons, " he said. The first guestion is whether
[politicians] are going to deal with fiscal certainty because,
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if not, that nmeans the pipeline is going to be delayed for sone
period of tinme. The other question is whether [politicians] are
going to fund renewable energy and, if not, that answers that
guestion because that is going to be nore expensive energy than
energy that comes froman in-state gas pipeline.

11: 01: 25 AM

REPRESENTATI VE RAVRAS referred to slide 18 as a neans for
tal king about sone of the potential commercial users for gas
that would create jobs for Alaskans, revenue for the state, and

opportunity for different regions. He naned sone industrial
anchors that could be substituted in the boxes surrounding the
circle in the diagram "Donlin, Pebble, International Tower
Hll, restarting Agrium <continuing the Conoco LNG export
facility," as well as a gas-to-liquids plant. He asked M. Noah
to discuss how in-state gas wuld integrate into the

af orenentioned industrial use and what the potential volune
could be for an in-state line. He agreed with M. Noah that the
uncertainty of whether "a large line" will be built on schedule
tends to push back the likelihood that the state can proceed
with real resource devel opnent in Al aska.

11: 04: 57 AM

MR. NOAH responded that <continuance of the existing big
i ndustrial users will require an investnment around the magnitude
of $100 mllion. The "LNG plant” comng on at full production
would require about 300 mllion [standard cubic feet] per day
and the "Agriumt plant would use about 160 mllion [standard
cubic feet] per day, for a total of about 460 mllion [standard

cubic feet]. Rai | belt electrical demand is about 110 mllion
[standard cubic feet], and the ENSTAR demand is about 100
mllion [standard cubic feet]. The potential demand for
Fai rbanks would be about 30 mllion [standard cubic feet] per
day, although that demand does not exist today. |If Donlin Creek
Gld Mne went on line and if the mnmne used gas in its
equi pnrent, the use would be about 33 nmillion [standard cubic

feet] per day. He said he has heard a nunber of scenarios for
the Pebble Mne ranging from 80-150 mllion [standard cubic
feet] per day. He noted that if gas was brought from sonmewhere
near Nenana to the Donlin Creek Gold Mne, it could then be
brought around the back side and around through Bristol Bay to
the Pebble M ne. Wiile all of Wstern Al aska would not
necessarily have gas, the gas could be used for power plants to
electrify the area.
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11: 07: 29 AM

MR. NOAH further pointed out that bringing gas from Nenana to
Donlin Creek Gold Mne could be done by possibly building a
seasonal road, which would change the economcs for both Donlin
and the people living out there because the winter road could be

used. This area has nmajor mneralization, nmuch of which is
gold, so this area nmay have nore potential than the Anbler
district. If, say, $5 billion is spent for an in-state pipeline
and, say, at a guess, $600 million is spent to build a line to

Donlin Creek Gold Mne, the Donlin gold is worth $4.5 billion
and 800 jobs for 20 years. Spending $100 million to upgrade
both the "Agriunmf and "LNG' plants would bring back the jobs
that were there.

11: 09: 35 AM

MR NOAH advised that while a "big pipeline” wll create
economc activity, an in-state line wll <create a lot of
econom c activity between 2013 and 2018, a time period during
which there is a real potential for econom c decline. The
decisions that |egislators make now will have a lot to do wth

how the state's econony looks in the future; if decisions are
put off because they are too hard or politically unacceptable,
everything will just keep on noving out from where the state is
ri ght now.

CO CHAI R NEUVAN agreed and said that to himthis is a statew de
ener gy pl an.

11:10: 55 AM

MR. NOAH, in response to Co-Chair Johnson, said the natural gas
total demand that he cited for Representative Ranras would be
about [670] Mwvkcfd in demand, wth about [63] Mwcfd in real
potential demand because Pebble cannot yet be considered real
pot enti al demand.

11:11: 32 AM

REPRESENTATI VE RAMRAS said he would like to get a nunber for
what it would nmean to the state treasury in royalties, given
that the state would get a royalty from both the "big pipeline"
as well as an in-state line. He would also |like to know what it
woul d mean for the aggregate of jobs, electrifying other parts
of the state, and gasifying Fairbanks. He asked whether there
is a nunber for the valuation of the "Agriumplant.” He offered
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his understanding that it would cost about $3 billion to replace
that plant and that the Chinese governnment is talking about
dismantling the plant and reconstructing it across the ocean in
anot her country.

11:13: 23 AM

MR. NOAH replied that while he gave nunbers, Cook Inlet is not
going to magically stop producing gas. It cannot be assuned
that all of [the gas supply] will conme from one source such as
the North Slope, and he does not know right now how those two
f eat her together. He said he does not know the in-place val ue
of the "Agrium plant” and the only decision he has been told
about is that the plant wll not be scrapped or pieced out;

however, discussions are occurring with the Chinese government
to pick up that plant. He said he thinks the assunption that
the plant's owners are not interested in re-starting that plant
is incorrect. He said he also does not think it is correct that
the plant would have to have "$2 gas" anynore to make it work,
al t hough he does not know right now what that nunmber woul d need
to be to nake it work. That is part of the work his project is
trying to do, he added.

11:15: 33 AM

REPRESENTATI VE RAMRAS recalled a visit to the U S. Departnent of
Energy's Ofice of Fossil Energy in Washington, D.C., in Apri

2009 where it was discussed how difficult it is to get permts
to export natural gas. He related that Al aska has achieved "old
partner trading status" with Japan and has been exporting gas
for 40 years out of the "Kenai LNG plant,” which presently has a

license to export up to 100 billion cubic feet per vyear.
However, he said that this year, due to how distressed the Cook
Inlet is, that nunber is likely to be in the low 20's. He

recounted a recent visit with the [Kenai] plant supervisor in
which he was told enployees are concerned about their jobs and
the plant's viability in the nmarket. He asked how M. Noah sees
things going for this facility.

11:16: 41 AM

MR. NOAH answered that the plant will have to renew its export
license if it is going to continue to operate and there is a
sense that the plant will not be able to renew it. This gets
back to the politics of Al aska. Deci si ons need to be nade. | f
Al aska does not want these plants, all it has to do is nothing,
and they will go away. But, if Alaska wants them to operate,
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then the state nust make sonme effort. Al aska probably needs

them nore than they need Al aska. Al aska has been rich for a
long time, but now Alaska is about to be not so rich. It is a
shane to let these folks go, he opined. Deci sions need to be

made as to whether [legislators] are going to try to nake the
open season work and whether renewable energy is going to be
funded. And, if [legislators] do not want to do that, are they
willing to let the marketpl ace deci de whether these in-state gas

projects will work or not? The state has itself wapped around
the axle with all these different things right now and they need
to be sorted out. He said, "It's the politicians that have to

sort it out, because quite honestly you are the guys that are
creating the issue; you're funding all these different things
time to nake sone decisions."”

11:18: 49 AM

SENATOR WAGONER supported the re-opening of "Agriun and keeping
"ConocoPhi |l I'i ps" operati ng. He inquired whether there is
docunentation from Agrium stating its willingness to participate
in an in-state gasline if it could receive a particular anount
of gas at a wparticular price and additional deliverability
agreenents to have that gas delivered for 10 years. He rel ated
that one Agrium representative has told himthere is no way the
pl ant woul d be re-opened w thout those guarantees.

11:19:46 AM

MR. NOAH confirmed that this has been expressed to him as well

and that "Agrium would prefer 20 years versus 10. This is
exactly the process the project has been going through, he said.
Everybody needs the nunbers to nmake a decision. This is why the
commerci al working group was put together and the purpose of the
letters of intent. If the project has the cost, the permts,
and the letters of intent in hand, then that is a very
interesting package for a pipeline developer; but the project

just has not gotten there yet. The in-state programis exactly
what Senator Wagoner has described and he thinks there is an
interest if the nunbers work. It may be that the project gets

to the end of the process and the nunbers do not quite fit
together, in which case the state may have to cone forth and ask
what needs to be done to close the gap. However, he reiterated,
this process is not there yet.

11: 21: 24 AM
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SENATOR HUGGE NS recalled that M. Noah was once the conm ssi oner
of the Departnent of Natural Resources.

MR. NOAH replied yes.

SENATOR HUGGE NS wunderstood that when M. Noah entered his
present capacity for in-state gas he had stated he was not
interested in politics and wanted to do a project, not a report.

MR. NOAH answer ed yes.

11: 21: 53 AM

SENATOR HUGA NS continued, saying it seens to himthat M. Noah
is a victimof the civil war nentioned earlier. He offered his
apol ogi es. He related that when M. Noah took this job,

| egislators had great expectation based wupon M. Noah' s
capability, enthusiasm and reputation for getting things done.

It appears [legislators] have derailed this process, he opined,

because M. Noah will be gone cone January 2010 and soneone new
will be there. Every tinme |eadership changes it sets things
back, and as was said earlier by M. Noah, the biggest potentia

eneny of getting this project done is delays and failing to nmake
t he aggressive tineline. He asked whether M. Noah agrees that
t he psychol ogy of marketing a |arge amount of gas is significant
to Al askans.

MR. NOAH agr eed.

11: 23: 42 AM

SENATOR HUGAE NS inquired whether M. Noah agrees that the state
may need to throwin a lot of noney to provide Fairbanks with an
assured supply of gas.

MR. NOAH sai d he thinks he woul d agr ee.

SENATOR HUGAE NS asked whether M. Noah believes "in-state gas”
is a default to "a big pipeline,” as has been portrayed by sone
peopl e.

MR. NOAH responded he thinks it is a matter of semantics at this
point. In-state gas can either conme down "the big line" through
a spur line or a bullet line, and on this he would prefer to
stay out of the politics.
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SENATOR HUGGE NS inquired whether he is renenbering accurately
that M. Noah said there is potential for significant jobs in
this process beyond just construction.

MR. NOAH agr eed.

11:25:14 AM

SENATOR HUGGE NS further asked whether he is correct that M.
Noah said future jobs would be supported by an assured supply of
af f ordabl e energy.

MR. NOAH replied that one of two things nust be done. |If gas is
brought off the North Slope, the only way to have reasonably
priced gas is to increase the flow or to subsidize it; a |low
fl ow woul d be expensive gas. If only the residential market in
Anchorage and Fairbanks is dealt with, it would be relatively
expensi ve gas. Wth only about 650,000 Al askans, there really
is a problem No one working on this is evil or anything else,
each person just wants to nmke sonething happen. The state's
| eaders nust nmke sone deci sions. Wiile the nunbers can be
further refined, the basic information and nunbers are there and
it is time to nake sonme decisions and nove forward. If it is
decided to wait for the "big pipeline” for all kinds of good
reasons, so be it, but then what is the plan? Because this
thing is so conplicated and there are so many players in it now,
there is no focus on the questions to be answered and how to do

t hem "Time to meke sone decisions,” he reiterated. It is
| egi slators and the governor who nust sit down and start doing
this. It is now tinme for legislators to decide how to advance

t his. Lots of people are working on these nunbers and they are
happy to answer questions, but legislators are darn close to
having the information that is needed.

11: 27: 56 AM

SENATOR HUGA NS pointed out the interdependence of various
industries on an energy supply. He said he is dedicating
himself to work as hard as he can to do in-state gas because
there is no Cook Inlet action plan that will provide gas in a
tinmely manner. Fai rbanks is on its knees because of the high

price of energy. He thanked M. Noah for what he has done for
Al aska.

CO CHAIR NEUMAN said he thinks Senator Huggi ns speaks for a |ot
of |l egislators and people in Al aska.
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11: 30: 14 AM

COCHAIR JOHANSON said he shares many of Senator Huggins'
senti nents. He expressed his concern about a possible delay by
the void created with M. Noah's departure. He inquired why M.
Noah is leaving, but said M. Noah can choose not to answer this
guesti on.

MR. NOAH responded that nobody asked him to |eave, he has a
cherry processing plant in Oregon he needs to tend to and it is
not about personalities. He said it is not true, at |east on
his part, that he, Comm ssioner Irwin, and Deputy Conm ssioner
Rut herford are mad at each other; he just cane to the concl usion
that | egislators need to nmake sone deci sions.

COCHAIR JOHNSON offered his appreciation for M. Noah's
servi ce.

11: 32: 09 AM

SENATOR WAGONER understood the need to nake decisions and that
the longer the state waits the |ess opportunity there will be
for the state to get its industrial base back up and running.
He asked when figures would be available for the delivered cost
of gas for just residential use, residential and commercial use,

and then industrial use on top of that. He further asked what
subsidy the industrial use would provide on the tariff for the
residential and comercial use. Noting the Cook Inlet gas on

top of this, he inquired whether there is a way to come up with
a matrix that shows all of these figures.

MR. NOAH replied absolutely. However, he cautioned, one of the
problenms with, say, bringing gas off the North Slope in a 24-
inch line is that future growh is anticipated, and in the
nmeantime there is capacity that is not being paid for. He
pointed out that a smaller dianeter pipeline could be brought
down, thereby reducing the <cost and risk to residential

cust oners. So, he continued, when the aforenentioned question
is asked, there are all these other things that go in with it
and the work plan that is set up will be able to answer that

guesti on. The 250 Mvscfd is sonewhere in the neighborhood of
that residential use.

11: 34: 45 AM

SENATOR WAGONER comrented that he does not think it is being
very visionary to say a snmall |ine would be brought down.
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MR. NOAH agreed, but said it affects that tariff.

SENATOR WAGONER acknow edged that that would be the case, but
said he was building on a progression getting up into the
i ndustri al . He related that there are people interested in the
gas liquids who have been to Kenai to look at potential plant
sites in the area of Nikiski where there are docks avail able as
wel | as space avail able for industrial docks.

MR. NOAH reiterated that this information wll be able to be
seen because the work is being done in increments of 250
million, 500 mllion, 750 mllion, and 1 billion [standard cubic
feet per day], and the base-case scenario is a 24-inch line. He
said he thinks ENSTAR s pipeline nunbers right now are pretty
reasonable, and all that needs to be added are the gas
conditioning costs. As long as the work continues going the way
it is now, there should be good nunbers in about three or four
nont hs.

11: 36: 59 AM

CO CHAIR JOHNSON requested further clarification on when those
fairly dependabl e nunbers woul d be avail abl e.

MR. NOAH said he thinks there will be nunbers, but they may not
be the end-definitive nunbers; it is really the facility costs
that are the question right now In further response to Co-
Chair Johnson, he said legislators have received copies of the
nunbers that the [In-State Gas Project] gave to the commerci al
wor ki ng group about six weeks ago, and in that are sonme nunbers
from ENSTAR The project has |ooked at ENSTAR s nunbers and
determ ned they are reasonable nunbers at this point in tinme in
the costing process.

11: 38: 23 AM

CO- CHAIR JOHNSON requested that those prelimnary cost-of-
delivery nunbers be submtted to the record for this neeting.

CO CHAI R NEUMAN agreed to have that done. He requested M. Noah
to di scuss the nunbers.

MR. NOAH replied that he does not have the nunbers nenori zed.

11:39:13 AM
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REPRESENTATI VE RAMRAS related that in the [Novenmber 18, 2009]
letter he wote [to Governor Parnell], he presuned those nunbers
woul d be $2 at the wellhead, $1 for conditioning, and nearly $3
for transportation, for a total of $6 [per mllion cubic feet]
prior to hitting a local distribution cost. He inquired whether
this is a reasonabl e assunption for a threshold of 500 Mvscfd.

MR. NOAH responded that he thinks the $3 cost for a 500-mllion-
cubic-feet-per-day pipeline is a reasonable cost. He said he
really does not know what the <conditioning cost 1is, and
therefore he is hesitant to say what that cost is. The $2 at
the well head is a comrercial nunber, and he does not know how he
stands behi nd t hat nunber.

11:41: 07 AM

REPRESENTATI VE RAMRAS stated that the notion nany people have
proceeded on with a large dianeter gas pipeline is that if the
market is at $5, there is an approximate $4 transportation cost,
whi ch woul d be a netback at the wellhead of $1 per mllion cubic
feet. The barrel of oil equivalent (BOE) is about 6:1, so that

woul d be about a $24 BCE tariff. It is currently $5 per barre
to nove oil on the TAPS line, so it would be about $20 to nove
an equivalent anpunt of energy to Alberta or Chicago. He

therefore presunmed the state would be able to work with the
producers to cone up with a cost of the wellhead range for a
smal | di aneter |ine.

CO- CHAI R NEUVAN recessed the neeting until 2:00 p.m

2:44. 54 PM

CO- CHAI R NEUMAN cal | ed the neeting back to order at 2:45 p. m

MR. NOAH, in response to Representative Ranras, said he does not
have anything nore to say in regard to the last three pages of
his presentation as they were contained within the [norning' s]

di scussions. He offered to answer any further questions.

MR. NOAH, in response to Co-Chair Neunan, stated that the cost-
of -del i very nunbers had been given to the comm ttee aide.

2: 46: 54 PM
REPRESENTATI VE RAMRAS noted that one of the recomrendations [on

slide 24 of M. Noah's presentation] is to put the backup plan
on a specific schedule. He asked what M. Noah neans by this.
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MR. NOAH pointed out that when looking at all the different
options, gas from the North Slope is truly not in Alaska's
control because it is the market that will determ ne when that
gas goes to the Lower 48. Additionally, drilling in Cook Inlet
is up to the producers unless the state decides it wants to pay
producers to drill. He said he thinks the nunbers show that an
in-state gas pipeline is the nost cost-effective thing that can
be done in ternms of energy, and if this is chosen as the backup

plan it should be put on a specific schedule. The state can
al ways |l ook to see if the "big line" is comng along or whether
drilling in Cook Inlet has found a big new discovery. But
absent that, if there is not sonmething actually noving forward
within [the state's] control, then all of this wll just keep
nmoving out in front. Try and make the open season work, he
advised, "and if it does, that will tell you something." But if

it does not, then [legislators] need to decide whether it is
alternative energy or in-state gas, and if it is either of those
two it needs to be put on a schedule and allowed to nove
forward. "You can always slow down," he added.

2:48: 59 PM

CO- CHAIR NEUMAN requested M. Noah to state how he feels
devel opnment for an in-state gas pipeline should nove forward and
the tinelines he woul d suggest.

MR. NOAH said many of the mlestones are in the handout he
provi ded regarding the schedule that the project is working on
right now for an in-state gas pipeline. He said his point is
that there is a need for a specific plan, and a plan has task
and schedule with it. This has to do with all the energy issues
that are being dealt with. He recommended that the governor and
the legislature come up with a specific plan that outlines the
order of what will be done next, not nunerous options.

CO CHAIR NEUMAN inquired what specific qualifications M. Noah
t hi nks his successor shoul d have.

MR. NOAH replied, "That is absolutely the governor's choice."
2:51:12 PM

CO- CHAIR JOHNSON said his definition of a successful open season
is one that can be taken to the bank and financed. He asked

whet her M. Noah woul d consider the open season to be failed or
unclear if the gas is bid with many conti ngenci es.
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MR. NOAH said not necessarily on a commercial standpoint because
having all the commercial terns worked out on a project of that
scale would be tough. However, he would consider it
inconclusive if a list of things needed from the state were to
come back because then the state stays in the sane place it is
ri ght now. Wuld the legislature and the governor be prepared
to take those issues on? There is nothing that says the
| egislature has to; it is just that the |egislature nust nake
t hat deci sion. If the l|egislature decides no, or cannot put
t oget her enough consensus to deal with that, it nmeans the "big
project” is just going to remain in |inbo.

MR. NOAH related that the goal of the Alaska Gas Producer
Pi pel i ne Team (AGPPT) study, which ended in 2002 and was funded
by the producers, was to have enough information put together to

make a Federal Energy Regulatory Conm ssion (FERC) filing. I t
is now 2009 and information is being gathered to do a FERC
filing. Wil e people have probably spent a lot of noney
upgrading the cost estimte, nothing has really advanced from
2002. Producers wanted several things when they closed that
study up: 1) they wanted the federal governnent to give them

construction |oan guarantees, which they got; 2) they wanted
fiscal certainty on whether the state was going to tax them at
the tinme when the oil Iine goes down, which they have not
gotten; 3) they needed to know what is going to occur in Canada
with the First Nation groups; and 4) they needed to know the
stipulations from FERC. As good business is doing, they are
just going down the list and will continue doing that until they
get those answers and then they will do a feasibility study. |If
at the end of this open season it is inconclusive because the
guestion of fiscal certainty is put back in the state's |ap,
will legislators look at that in 2011, 2012, or when? He said
his point is that this thing just keeps rolling because there is
no specific set schedule. However, the com ng econom c problens

and |l ack of energy problens are still com ng.

2:55:22 PM

MR. NOAH added that if [legislators] decide not to deal with the
fiscal certainty issue, then that is a decision point. | f
[legislators] decide not to fund alternative energy, then the
mar ket is totally open for an in-state gas pipeline.

[Legislators] need to go through this hierarchy of decisions
because, despite the trenendous anount of noney and energy being
spent, there is no forward novenent on a mmjor gas sale and
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getting energy in-state. There is lots of activity, but it is
up and down, not forward.

2:56: 09 PM

REPRESENTATI VE RAMRAS noted that the schedules outlined on
slides 7 and 8 show the record of decision being issued in
February 2011 and [the bidding process] for selling the state
package in April 2011. He said sone [legislators] consider the
term "conditioned open season,” which is the term being used for
the com ng open season, as being a euphem sm for "failed open

season."” He assuned that if the state stays on this schedul e
and it is economc enough to attract private sector interest,
the go or no-go point will be reached in about 14 nonths. At

that point, noney would be exchanged for this package and there
is an inplied commtnent, such that dirt would be turned in
2012. He asked whether he is correct in understanding this to
be the schedule for an in-state |ine.

MR. NOAH began his response by stating that the project wants
t he open season to work.

REPRESENTATI VE RAMRAS interjected that the admnistration has
made it quite clear that it will be a conditioned open season.
However, he said that this is not part of his question.

2:59:58 PM

MR. NOAH allowed that construction by spring or early summer
2012 is quite a stretch, and that it depends on how nuch effort
a conpany is wlling to put out. This is why he has repeatedly
stated that this schedule is extrenely aggressive, he said. A
conpany can do this, but the conpany cannot bobble around at
all, and this is why having the comercial players lined up is
SO inportant. | f sonmeone got this package and then had to line
up the comrercial players after that, then it would not happen

Doi ng the comercial work in parallel is very inportant.

3:01:12 PM

REPRESENTATI VE RAMRAS assuned that the April 2011 buyer of the
state's package shoul d expect that it can nove forward on an in-
state line.

MR. NOAH expl ai ned that the buyer will have to get a whole group

of notices to proceed in terns of the permits and will have to
go to final design of that pipeline. There is a lot of work to
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do and this is where the schedule is very aggressive. So, Yyes,
this schedule can occur, but there cannot be any roadblocks in
the way for it to stay on that schedul e.

CO CHAI R NEUVAN t hanked M. Noah for his work.

3:03:22 PM

TOM | RWN, Conmm ssioner, Departnment of Natural Resources (DNR)
set the foundation from which he is speaking by quoting from an
August 3, 2009, letter that he, M. Noah, and Departnent of

Revenue Conmmi ssioner Pat Galvin received from Governor Parnell:

The well-being of our econony and people depends in

significant part on cheaper energy. Thanks to
Governor Palin's |eadership we have a team working on
in-state gas options for Al askans. W remain
cormmitted to that work and will continue driving hard

to assure Al aska's resources power Al askan's hones.

MR. IRWN said he personally supports this direct order fromthe
gover nor. To further set the foundation from which he is
speaking, he also quoted from Governor Parnell's Decenber 2,
2009, response to a letter from Representative Ranras:

My conmitment to bring a long-term stable supply of
energy to all Al askans remai ns  strong. \%%
adm nistration continues to evaluate the nerits of a
stand-alone pipeline from the North Sl ope, t he
foothills of the Brooks Range, and the Nenana Basin to
Fai r banks and Southcentral Al aska, as well as a spur
line to the Southcentral region from a nmjor pipeline
to the Lower 48. | want to assure you that al
options to bring affordable and dependable energy to
the Interior and the Rail belt are being expl ored.

COM SSIONER |RWN said the governor's letter closes by stating
that the directives outlined in his August 3, 2009, letter
remain in effect.

3:05: 50 PM

REPRESENTATI VE RAMRAS interjected that he wote an eight-page
letter and the aforenentioned quote was 100 percent of the
response he received.

3:06:11 PM
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COMM SSIONER IRW N offered his appreciation for Co-Chair Neunman
sending a letter to Governor Parnell which stated that M. Noah
woul d be giving testinony [at this hearing]. He further related
that Co-Chair Neuman's letter requested Governor Parnell to send
menbers of his admnistration able to address the follow ng: 1)
the direction the governor will take in devel opnment of Al aska's
in-state gas and infrastructure, and 2) questions raised in the
Novenber 18 [2009] letter from the chair of the House Judiciary
Standing Committee. Comm ssioner lrwin said he is prepared to
addr ess bot h.

3:06:49 PM

CO CHAI R NEUVAN of fered his belief that Conm ssioner Irwin would
also be addressing a letter to the admnistration from
Representati ve Chenaul t, Speaker of the House.

COWM SSI ONER | RW N answer ed yes.
3:07:13 PM

COM SSIONER |RWN pointed out that the work done by M. Noah
and his technical group has provided a real foundation, which is
respected as are his team nenbers. Governor Parnell has nade it
clear that he wants M. Noah's teamto remain involved. He said
M. Noah was being nodest and has, at the governor's request,
provided a list of qualifications that are inportant for the
proj ect manager's job, and the governor is pursuing |ooking at
those qualifications.

COM SSIONER IRWN related that Governor Parnell supports the

"bullet 1line" work, and [the departnment] also supports the
"bullet line." The proof of the pudding is that in the
governor's announced budget yesterday, $6.5 million was proposed

to carry forward the work on the "bullet line."
3:08: 59 PM

COM SSIONER ITRWN said he is convinced the AGA project is
working and noving forward. For exanple, when AG A was
presented it was heard the state would not get a qualified
bi dder, but the state got the prem er pipeline conmpany in North

Anerica [ TransCanada] . It was heard that TransCanada coul d not
be used because of the "withdrawn partner issue,” but that has
been resolved. It was heard that there would never be a conpany
interested in joining this, but [Exxon Mbil Corporation

HOUSE RES COWM TTEE - 36- December 15, 2009



(ExxonMobi | )] has signed an agreenent with TransCanada. How the
two conpanies have approached this is significant. When
TransCanada presented its proposal it said it would design the
pi peline but would |ike someone nore qualified to do the gas
treatment plant, and there is no conpany better qualified than
ExxonMobi | . These two |large "A-teant conpanies know what they
are doing and have cone together in a seanless fashion in a very
short tinme. Today they are designing a pipeline fromthe North
Slope to Alberta as well as a pipeline to Valdez where
commercial parties can cone together.

3:11:20 PM

COM SSIONER I RW N said the state has gai ned several things from
this. One gain was access to all of the data in the $125
mllion study conpleted by the producers [in 2002]. Anot her
gain was access to all the information for thousands of dril
holes from the "Alyeska line." The design of North America's

| argest pipeline project has begun. The state has full access
to inspect what is being done and how it is being done. These
two conpanies are commtted to making this work. Progress is
being made, AGJ A is noving forward, and legislators wll see
that progress at the end of January [2010] when the full filings
are made for open season and the design, criteria, and
informati on becone avail able. ExxonMobi | joined TransCanada
because it sees that as the way to work with the state and as
the way to get through Canada. Thus, the state has a good
system going as well as significant progress.

3:12:54 PM
COM SSIONER IRW N said he is talking about AG A because it is

critical the state not get sidetracked since that is the
econom c long-term future of Al aska; AG A does not exclude the

work on the "bullet line." The time issue on the "big line" is
the gas treatnent plant for which real data needs to be
recei ved. M. Noah is right, the sane kind of work on a gas
treatment plant nust still be |ooked at for the "bullet Iine"

and M. Noah's team is needed for putting that information
together. He said AGA is working, but other significant things
have to be done and [the administration] is working on them it
all links together. Short term the state has an energy issue
and the administration supports the conservation efforts;
everyone can do better in every office.

3:14: 00 PM
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COM SSIONER ITRWN, in recognition of the issues the state is
facing, specified that work is being done on gas storage for the
Cook Inlet. [ The departnment] wll be publishing a report
immnently on Cook Inlet reserves that shows there are
significant reserves left in Cook Inlet - the issue is they nust
be drilled, there nust be deliverability, and the costs and
i ncentives for having conpanies do that nust be determ ned. The
gas is there, it just needs to be drill ed.

COM SSIONER IRWN noted the state has |and nanagenent issues
and is working on devel opnent plans across the state for the
short-term He said there is no lack of oil for "Flint HIIls"
where two cracking colums are currently being run at full bore.
In his opinion, this is the sweet spot for Flint HIlls on price.
In the md-termthe state is working on alternative energy - for
exanple, the $25 nmillion [transmission] line from [proposed]
wi nd generators on Fire Island to Anchorage. More and nore is
being heard about underground coal gasi fication, and an
i ndependent conpany is investing in this.

COM SSIONER I RW N disagreed that the state is doing too many
things and said these are critical things. He offered to talk
about geothernmal, exploration |icenses, and LNG export if they
brought up later. For the long-term he said there is AGA, the
"spur line," and the "bullet line."

3:16: 27 PM

CO CHAI R JOHNSON i nquired whether Conmissioner Irwin agrees or
di sagrees with M. Noah's statenent that the state needs to
focus, pick a project, and nove on with it; rather than the
current track of investigating multiple types of projects.

COW SSIONER T RWN responded, "I believe we have to nake
decisions.” As indicated in M. Noah's presentation, all of the
information is not yet known; for exanple, neither the timng
nor the cost of the gas treatnent plant is yet known. VWhat is
good for the Railbelt could be a very different answer for rural
villages. Wiile the state cannot be everything to everybody, it
can focus on energy, and that is what is being done by the
different groups investigating different types of energy
generation in different |ocations throughout Al aska. He argued
that if [legislators] were to make a decision today, they would
be lacking the information from all the design on A A as well
as lacking the "bullet line" information. He said his proposa
is that [legislators] need to make decisions, but that they need
to do it with nore information.
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COM SSIONER IRWN, in response to Co-Chair Neunan, stated he is
bringing all of this up because it was discussed earlier and he
does not want premature decisions to be discussed wthout that
i nput .

3:18:56 PM

CO CHAIR NEUVAN referenced M. Noah's contention that a lot of
good people are working on a lot of good projects, but wthout
good coordination between them Coor di nati on is the
commi ssioner's job, he opined. He asked Conmi ssioner |rw n what
his plan is to bring these together, as requested in the
governor's letter, because there is concern anong |egislators
t hat comuni cati on and coordi nation is not happening.

3:20: 54 PM

COW SSIONER IRWN replied he thinks [the departnment] has been
trying its very best to conply with the spirit and the letter of
the governor's letter. "W believe information should be
shared, " he said. For exanple, the "bullet line" data needs to
be shared in relation to AGA but the issue is that neither
group is finished with that inmmnently soon. Upon receipt of
the governor's letter, he assigned Deputy Conm ssioner
Rutherford to neet with M. Noah and to access Kevin Banks
[Director, Division of Gl & @Gas]. M. Noah reports to a
different area, although everyone is all the sanme team which is
the adm nistration. [ The departnment] is comrunicating what it
can as quickly as it can, although no one would disagree that
there can always be nore comrunication. Legi slators and the
adm nistration are all working for Al askans and there needs to
be comruni cation; however, he said he thinks |legislators need to
be very, very careful wth all of the facts when deciding
whet her to exclude a project and whether today is the right day
to make this decision. There is a tinme urgency, not a crisis,
and there is a difference. He said the increased comunication
will start with him

3:23:21 PM
CO CHAIR JOHNSON asked whether Comm ssioner Irwin has talked
with M. Noah's team nenbers to learn if they are willing to

stay on after M. Noah's departure.

COM SSIONER I RW N answered he is not hiring that individual,
only relaying the governor's statenent that he wants that team
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and he therefore has no doubt this is what the governor is
doi ng. Wiile he believes a newy-hired |eader would ask the
teamto stay on, he believes the team nenbers would want to know
who the | eader is first.

3:24: 43 PM

CO CHAIR JOHNSON wunderstood that Conmissioner Irwin is not
involved in the hiring of M. Noah's replacenent and is not
i nvol ved enough with M. Noah's team nenbers to talk with them
about whether they will be staying.

COM SSIONER IRWN responded he is not doing that because a
menber of the governor's staff, M. Gene Therriault [Senior
Policy Advisor/In-State Energy], is the person responsible for
doi ng that. M. Therriault reports to the governor as does he,
but he has no doubt the governor will request those team nenbers
to stay. He said that for the good of the state he hopes the
team nenbers will decide to stay, and he will talk to the team
menbers if he is asked to do so.

3:26: 04 PM

REPRESENTATI VE RAVMRAS said he shares Commi ssioner Irwin's view
that it is a tine urgency. He offered his belief that the state
is on the cusp of an energy crisis for Al askans, and that
residents of the Interior are in full-blown energy crisis and
therefore have a unique vulnerability. He inquired whether
Comm ssioner Irwin believes the "bullet line" is a backup plan.

COMM SSIONER ITRWN replied that it depends. It is a necessity
to nove it forward because it is one of the arrows in the
quiver. The timng and the costs need to be known. He said he
takes M. Noah's word that the timng is aggressive. \Wen [the
adm nistration] gave legislators AGA a very aggressive plan

was not given. The reality is that the gas treatnent plant
[ GTP] needs to be firmed up and is critical to get done. But is
the "bullet line" a backup? \Wat happens if gas is found in

Nenana? He said he is hoping for great success in Nenana, and
therefore [the administration] does not want to exclude that
commerci al devel opnent by proclaimng that all is done and it is
the "bullet line."

3:27:51 PM

REPRESENTATI VE RAMRAS related that the in-state gas pipeline
team said there are five increnents so that the plan can be
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adj usted accordingly should "Foothills gas," or "Nenana gas," or
"Prudhoe Bay gas" show up. He asked whether the in-state
gasline is considered a backup plan or not, and if it is, at
what point the button is pushed to start down that approach. He
reviewed the schedule presented by M. Noah and asked whether
Comm ssioner Irwin agrees with this schedul e.

COW SSI ONER | RW N answered he cannot verify the timng, but in
his mind the trigger has already been pulled because the work is

al ready bei ng done. If the legislature supports the governor's
proposed budget the work wll continue. Is it the primry
backup today? Maybe. It is an analysis today that needs to be

kept on track.
3:29:16 PM

REPRESENTATI VE RAMRAS inquired whether M. Irwin would support
the future buyer of the state's package proceeding with work on
an in-state gasline as a backup plan or as a plan to nove
forward that is uni npeded by DNR

COW SSIONER IRWN responded there is no benefit of [DNR]
i npedi ng anyt hi ng. Today that is an analysis, and as M. Noah

expl ai ned that buyer would have to go do an EIS. Commer ci al
parties are not going to totally sanction that, but it should
keep nmoving forward. It is too critical to the people in Al aska

for [the departnment] to decide today to stop or throw out
anyt hi ng. Thi ngs nust keep noving and by [2011] the state w |
be so nuch wser because it wll have AQJA information,
responses on open season, nore information fromthe In-state Gas
Project, responses on what happens with Cook Inlet, and perhaps
anot her chance at a drill rig in Mnto Flats or the foothills.
A lot of sequential things are taking place and today is not the
day to chuck out options; today is the day to nake sure that all
of these things are progressing.

3:31: 20 PM

REPRESENTATI VE RAMRAS asked whether DNR wi |l support - 12 nonths
fromnow in the fourth quarter of 2010 and provided there is a

conditional open season - putting this basket of permts,
prelimnary EIS work, and the engineering work up for sale to a
bi dder who will then pursue an in-state gas pipeline.

COW SSIONER IRWN replied that before he can say yes, he needs
to know the cost of the "bullet line," the new timng of the
"bullet line," who the comercial players are, and who the
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parties are that are buying and selling the gas. He said he
cannot be asked to give a blanket yes or no on anything because
he nust know the details before he can answer. As DNR
commi ssioner, he will support anything that makes econom c sense
to get Al askans econom c energy.

3:32:14 PM

REPRESENTATIVE RAMRAS said he 1is talking about a buyer
purchasing those permts, not the state noving forward in
evaluating the risk variables. WIIl DNR support putting up for
sale that basket of intellectual property with the inplied
notion that the buyer could proceed with an in-state "bullet
Iine" and have DNR s support, he asked.

COW SSIONER I RWN answered that if there is a comercial
opportunity he does not see any reason why DNR would not,
knowi ng what is known today.

3:33: 03 PM

CO- CHAI R JOHNSON i nqui red whether Comm ssioner Irwin sees taking
500 mllion cubic feet per day off the North Slope or Point
Thonmson as being any kind of a threat to a | arge di aneter pipe.

COM SSIONER | RW N responded that [the adm nistration] planned
for that in AGA  Then, what is being | ooked at is econom es of
scale and it is inportant for the state to consider that. | f
the "big line" noves forward, which he thinks it will, the best
way to get economc gas energy is a "spur line" and this is
provided for in AG A He does not see a conpetition there, and
[the adm nistration] made that clear and this is why 500 mllion
cubic feet per day is in there. Aso, as part of AG A and part
of the filing, it is required that the parties - TransCanada and

ExxonMbbil - do an in-state gas consunption analysis and this
will be shared with everyone. That is in progress and will be
critical to |ook at. It will show different consunption rates
and where and when, and this wll tie-in the help on this

di scussi on.
3:34: 37 PM
CO- CHAIR JOHNSON, in regard to M. Noah's statenent that about
600 Mvscfd is needed in addition to the 500 Mscfd to truly open

the state for business, asked whether the work being done now on
this pipeline is subjecting the state to trebl e damges.
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COM SSIONER | RW N replied no. However, the issue that nust be
| ooked at is that Cook Inlet is not going to stop imedi ately.
He said he believes M. Noah used the figures 250 mllion, 500
million, 750 mllion, and 1000 Mvscfd.

3:35:31 PM

CO CHAIR JOHNSON clarified that he is referring to M. Noah's
statenent about how nuch gas would be needed for Donlin Creek
Gld Mne and gas-to-liquids (GIL) which would not necessarily
come to Anchorage or be conpetitive with Cook Inlet gas,
al t hough anything that comes further would be conpetitive. He
said he thinks the state has had too narrow a view of energy and
shoul d be |ooking at gasifying Al aska and therefore that is the
nunber he wants to look at in terns of bringing gas.

3:36:12 PM

COWM SSI ONER | RW N answered that it nust be decided what will be
done with the gas. For exanple, [the departnment] has heard that
Donlin Creek Gold Mne would rather take gas from Cook Inlet for
the economcs of it. A Cook Inlet study wll shortly be
rel eased, at which time the nunmbers can be consi dered. It is a
long ways to bring gas from the North Slope and it would kill
the Cook Inlet basin, but it mght be the decision that the
"power people" mnake. Consunption of the 600 Mvscfd plus the

anount produced by Cook Inlet will not all happen at once.
Thus, at startup and for a period of tine there would need to be
subsi di zati on, because a low flow and a bigger line is not the

economc way to go unless it is subsidized. The follow ng nust
be | ooked at: timng of startup, where the 600 Mvscfd of gas
woul d be used, how quickly industry would switch over to it, and
where that industry will start in the tineline for its permts.
A tineline for when Donlin Creek Gold Mne and the Pebble M ne
woul d start is currently unclear; thus, while the state can use
themin its long-term planning, it cannot count on that into the
bank when the first gas is run down the |ine.

COM SSIONER TRWN, in regard to exporting LNG said [DNR] was
terribly msquoted as [the departnent] would love to see the
"LNG plant"™ running. [ The departnent] supported that the |ast
time by asking the conpanies to drill seven wells and they have
honored that. This tine, after watching what has happened in
Cook Inlet, [DNR] believes that it is not a matter of drilling
seven wells but of replacing the reserves that have been
consuned. Legislators, the admnistration, and the conpanies
need to have this inportant discussion. The LNG cannot conti nue
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being shipped out at the current rate, the reserves nust be
repl aced. [ The departnent] has not said to shut down that
pl ant; rather the reserves need to be repl aced.

3:38: 53 PM

REPRESENTATI VE RAMRAS, in regard to the "Conoco LNG facility,"”
asked whether that is a reasonable standard that is going to
allow for the survivability of that potential industrial anchor
for a small dianmeter gas pipeline or whether that is a nechani sm
to accelerate a decision by the owners of the facility to not
keep it open.

COM SSIONER | RA'N responded that it could be a very inportant
standard to keep replacing reserves in Cook Inlet to protect the
peopl e who are using gas. Should that be taken off the North
Sl ope? If [legislators] think that is a critical step, "we
could agree," he said. However, once the timng of the "bullet
line" is seen and if it is close to the sane tinme and LNG export
is determined as the commercial way to go, then the question
that nust be asked is, Wiy not go to mmjor LNG export given that
aline to Valdez is already being designed?

3:40: 28 PM

REPRESENTATI VE RAMRAS proffered that setting a condition on a
producer that the producer does not want to neet is the sane as
the state not contributing to keeping that industrial anchor
open, regardl ess of which gas |line becones a reality.

COM SSIONER ITRWN replied that the timng needs to be | ooked

at . The permts tine-out in a year and [the "Conoco LNG
facility"] will make its decision long before the "bullet Iine"
gets here.

REPRESENTATI VE RAMRAS interjected that [DNR] can nake that
rational for [the "Conoco LNG facility"] by attaching
unr easonabl e condi ti ons.

COM SSI ONER | RW N asked whether Representative Ranras is then
proposi ng accel erating the depletion of resources in Cook Inlet
and wishing to explain to the people in Anchorage where their
gas went. The two sides to this story nust be managed very
carefully, because he does not think this is what Representative
Ranras is proposing.

3:41: 57 PM
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REPRESENTATI VE RAMRAS said it is the gas that is comng out of
Cook Inlet in the sumer that is being tal ked about. He offered
his understanding that there is insufficient storage and the
"LNG plant” is being used for a nmakeshift storage facility in
the winter. He related that while visiting that facility |ast
week, people told himthe state is |eaving them high and dry and
that they are anticipating |looking for work. After March 2011,
will the people at the "Conoco LNG facility" be |ooking for
wor k, he inquired.

COW SSIONER | RW N answered he does not think so. He said a
ook at DNR s record will show that DNR went to bat for the "LNG
plant” the last tinme. At that sane tinme, DNR al so protected the
Al askans in Anchorage by getting seven wells drilled, along with
an agreenent to help other explorers in the area put gas into
that "LNG plant” when there is the capacity. The [LNG pl ant
would be shut down anyway in the high demand period of the
winter, so DNR ended up being the plant's biggest advocate. He
reiterated that the departnent nust nmanage both, and noted that
Deputy Comm ssioner Rutherford was the major player in working
out all the issues last tine.

3:43:52 PM

CO- CHAIR NEUVAN added that these questions are due to
frustration. He returned the discussion to the topic of an in-
state gasline and how that would be done and how jobs wll be
created for Al askans.

COMM SSI ONER | RN'N responded that the in-state gasline certainly
will [create jobs for Al askans].

CO CHAI R NEUVAN surm sed that under order of the governor, DNR
will be supporting every available option and continue | ooking
at every available option to sell Alaska's resources anywhere
and everywhere it can.

COMM SSIONER IRW'N replied absolutely. The departnent has to
pursue all these issues. He reiterated that he does not think
it is acrisis, but that it is an absolute priority these things
get sorted out. The departnment is pro-business and would | ove
to see nore export. However, DNR cannot work in a vacuum as the
U S. Departnent of Energy will make sure the in-state needs are
met before an export is allowed.

3:46: 53 PM
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REPRESENTATI VE RAMRAS, in regard to a gas conditioning plant on
the North Slope, asked whether M. Noah has the authority to
di scuss "shared services" wth the producers to be able to
propose that with the basket of assets for a potential buyer for
t he devel opnent of the "bullet line."

COWM SSIONER | RW N answered that this is not an issue as long as
it is information that 1is shared both ways. In further
response, he clarified that [the department] does not see much
opportunity on the slope to not build a facility that handles
the new flow, so [DNR] would be interested in finding out what
shared facilities, given that he does not know of a specific gas
treatment plant that will prepare 600 Mvscfd for a gasline.

3:47:51 PM

REPRESENTATI VE RAMRAS inquired whether In-State Gas Project
personnel can talk to "Exxon" about potentially using Point
Thomson gas which is superior with 4 percent carbon dioxide
i nstead of 12 percent carbon di oxi de and no hydrogen sul fi de.

MARTY RUTHERFCRD, Deputy Conm ssioner, Departnent of Natural
Resources (DNR), responded that Conm ssioner Irwin cannot speak
to this issue because the Point Thomson unit has been defaulted

and is in Jlitigation before Judge deason of the [Al aska
Superior Court, Third District]. Settl ement discussions are
occurring on the unit issues wth the previous working-interest
owners. A second piece to this is defaulted |eases, which is
making its way through the adm nistrative appeals process and is
in front of Comm ssioner |rwn. Therefore, Conm ssioner lrwn

cannot be involved in any discussion about either elenments of
the litigation discussions. Because the question of litigation
is involved, everyone nust take extrene care when di scussing the
Poi nt Thomson ar ea. However, there are conpanies |ed by
"ExxonMobil" that are working on the leases that they did
receive back from Conmissioner Irwin and they are free to have
any di scussions they want about those | eases.

3:50: 01 PM
CO CHAI R NEUMAN asked whet her there have been conversations with
"Exxon" or any other producers about in-state use via a smaller

di anmet er gas pi peline.

M5. RUTHERFORD said she will take this question because it was
phrased in such a way that it could involve Point Thonmson. She
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specified that neither she nor Conmissioner Irwin has had
conversations with any of the producers about their ability to
speak wth anybody else wthin the admnistration about

processing gas for an in-state |ine. She said she thinks the
producers are all free to do so and she hopes they do have that
di scussi on. [ The departnment] would be interested in know ng

whether there is capacity within existing facilities to process
new gas, whether it is gas into a "main line" or a "bullet
line," because [the departnent's] perspective is that the
capacity within any existing facility is inadequate.

CO-CHAIR NEUMAN said he believes these discussions did occur
bet ween producers and M. Noah.

M5. RUTHERFORD answered that M. Noah probably did those
di scussi ons, but she does not know. She deferred the question
to M. Noah.

3:52: 01 PM

REPRESENTATI VE  RAMRAS  requested an expl anati on of t he
rel ati onship between DNR and the in-state energy advisor, M.
Therriault, as well as an explanation of the relationship
between the In-State Gas Project and DNR and M. Therriault. He
said he is concerned that one nessage is being received from DNR
and another from M. Therriault.

COMM SSI ONER | RW N responded that he was asked to represent the
adm nistration and that he is speaking for the adm nistration.
The relationship with M. Therriault is excellent, he said, and
M. Therriault wunderstands the requirenments in his directive
from the governor, as does DNR. [The departnent] fully supports
the governor on this and it fully supports M. Therriault. [The
departnent] wants to see all of this noving forward. He said he
trusts that if Representative Ranras talks with M. Therriault
real concurrence will be found.

3:53:29 PM

REPRESENTATI VE RAMRAS said it was not. M. Noah has obvious
passion for the project and has resigned out of frustration over
trying to advance the project. Representati ve Ranras surm sed
that because M. Noah did not express frustration with the
governor, his frustration nust be with DNR and M. Therriault.

COM SSIONER ITRWN replied that he cannot put words in M.
Noah's nout h. He said he supports M. Noah and that M. Noah
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has done a lot for Alaska as both a comm ssioner and an
i ndi vidual to advance resource devel opnent. Comm ssioner lrwn
stressed that he, the governor, and M. Therriault are all on
t he sane page.

3:56: 22 PM

CO CHAIR NEUMAN interjected that it seens obvious there was a
| ot of frustration. He asked how things will be pulled back
t oget her.

COW SSIONER | RWN answered that he will not duck what M. Noah
said today. He said he thinks there will be unanimty in
pulling it back together. \While choosing M. Noah's replacenent
is not in his purview, he is sure the new person will be good
and that the teamw || be asked to stay engaged. @G ven the many

technicalities, sensitivities, and legalities involved, there is
much internal argunent within DNR, but it is not disrespectful

and this is because DNR cannot afford to get it wong. "W
don't agree with folks on things," he continued. He said he has
felt all along that the "bullet line" needs a gas treatnent
pl ant (GIP) because of what was learned with AGA But t hat
does not nean [the departnent] is against the "bullet line" or
against M. Noah and his team It is inportant to share ideas

and argue because these issues are critical to Al askans and this
is pronoted internally within DNR He said he wants people to
be able to respectfully disagree and present the reasons

supporting their positions. Speaking for the governor
Comm ssioner |Irwin enphasized that the governor's support for
the "bullet line" is shown through his words and his proposed
budget .

3:59:34 PM

CO- CHAIR JOHNSON said he believes his constituents view the in-
state gas pipeline as the nunber one priority. Therefore, he
thinks it is inportant to make a deci sion on who the new project
manager is and that this be done quickly so the team and
nmoment um can be maintai ned. He asked whether Conm ssioner Irwin
has any idea as to what the timng m ght be.

COM SSI ONER | RW N responded that he can confortably say it wll
happen in less than a nonth, but |ooking at resunes takes tine.
He said he trusts that Co-Chair Johnson's constituency wants
economc, reliable, long-term energy that jobs can be built
upon, not just a "bullet line." Wen the "bullet line" and AG A
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data cone out in January [2010], [the adm nistration] has an
obligation to nake sure that Al askans know the details on this.

4:01: 45 PM

COCHAIR JOHNSON agreed and said he appreciates the 30-day
comment peri od. He expressed his concern that the information
may not be as solid as it could be if a new project |eader is
not in place by that tine.

COW SSIONER RWN stated he will relay to the governor to make
certain not to lose the good people on the project team
Because they are on contract, this can be done by keeping them
on contract.

4:02: 24 PM

REPRESENTATI VE RAMRAS inquired whether Conmissioner lrwin is
requiring the project teamto build its own gas treatnent plant
or precluding the team from pursuing the existing gas
conditioning facility on the North Sl ope.

COM SSIONER |RWN replied that what has been learned from AG A
is that there is going to be a need for these large facilities.
He said 600 Mvscfd is a huge amount of gas and is a big facility
and there would be no reason not to consider an existing
facility if it is there.

REPRESENTATI VE RAMRAS surmni sed the project team can proceed with
exploring from an engineer's standpoint, the expandi ng,
noderni zing, or augnenting of the existing gas treatnent
facility shared by the producers.

COW SSI ONER | RW N answered, "O course, but we don't see those
facilities there; we will be interested to hear about them"”

4:03: 53 PM

REPRESENTATI VE RAMRAS asked whether the in-state gas pipeline
team can continue having neetings between comrercial group
buyers and sellers. He understood that this was di scouraged by
sonmeone in the adm nistration.

COM SSIONER TRWN responded that he thinks this is the

governor's call, but he cannot answer it too nmuch because sone
of those buyers and sellers could get to Point Thonson.
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REPRESENTATI VE RAMRAS requested the deputy comm ssioner to
answer his question.

M5. RUTHERFORD replied that the decision as to whether the
coordi nator can begin to facilitate commercial arrangenents wl|l
be made by the governor's office. The only limtation that she
knows has been placed on the <coordinator is specifically
referenced in the governor's August 5, 2009, letter where he
states that any royalty discussions nust be |ed by DNR She
noted that the project, as "we" understood it, was to analyze
the costs, timng, and costs schedule for putting together a
project so that it could be nade available to the private sector
through a request for proposals (RFP). Commerci al negoti ations
takes it a step further and she said she is not that
know edgeabl e about what was intended there.

4: 05: 38 PM

REPRESENTATI VE RAMRAS reiterated his question as to whether the
in-state gas pipeline team can continue having neetings between
commerci al group buyers and sellers.

M5. RUTHERFORD repeated she thinks that is a call the governor's
of fice has to nmake. The only limtation she knows of is that
royalty issues nmust be |led by DNR

REPRESENTATI VE RAMRAS inquired whether M. Rut herford is
speaking for the governor, M. Therriault, or the admnistration
ri ght now.

M5. RUTHERFORD said she does not know the answer to that, but
she does know that royalty issues are outside any coordinator's
purvi ew.

4:06:13 PM

CO- CHAIR NEUVAN asked whet her the comm ssioner supports
comercial working groups neeting with the in-state gas pipeline
t eam

COMWM SSIONER | RWN pointed out that those kind of negotiations
can go from very innocent to very detail ed. He said he would
support real close comunications with the two groups - "bullet
line" and DNR - to nake sure there is only one nmessage because
there could be sonething else going on in that particular world
with royalty reduction, |ease permtting, and so forth, and care
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must be taken not to cross lines there. "W certainly can
commt to working with the bullet line team" he said.

4:07:39 PM

REPRESENTATI VE CHENAULT, in regard to no net loss for the Cook
Inl et, understood the state's position was that it would support

"ConocoPhillips" in filing for an extension [of its LNG export
i cense] provided "ConocoPhillips" replaced the reserves.

COM SSIONER TRWN said that is conceptual. That got into a
very detailed, long, projected negotiation with the parties, and
all parties behaved professionally. He said he thinks two
things: gas for Al askan consunption nust be protected, and that
nmeans drilling and no brown-outs; and business in the Kenai is
want ed. However, where it goes 1is critical because the
Departnent of Energy will also be looking at what is the

depletion rate.

4:09: 09 PM

REPRESENTATI VE CHENAULT agreed, but said he may look at it from
the standpoint that the state held "ConocoPhillips" over a
barrel when it required the drilling of seven wells and all ow ng

ot her explorers to put gas into that facility. He asked whether
any explorer other than "Conoco" or "Marathon" has put gas into
that facility since that contract was extended.

COMM SSIONER I RW' N responded that he is not aware if any have
He clarified that those parties asked [DNR] to get involved to
sort out all of the issues to help get the LNG facility
permtted again; so, [DNR] did not charge out there saying it
wanted to butt in.

4:10: 08 PM

REPRESENTATI VE CHENAULT agreed that the state did help, but in
his opinion the state threw in its support for the extension
after ["ConocoPhillips"] agreed to the seven wells and the other
explorers. He said he likes the idea of no net |oss, except if
this is going to be done to the Cook Inlet and the Cook Inlet
gas supply, then he is wondering what the effect would be if
this was required of the three big producers on the North Sl ope
to have a no net |loss on oil production.

COMM SSIONER | RW N pointed out that there is significant oil on
the North Slope for the refineries, so the refineries are not
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bei ng short ed. The issue with Cook Inlet is the imediate
concern of running out of gas. To export, the state and the
conpanies wll be required to ensure that the contracts in
Anchorage are taken care of first.

4:11:55 PM

REPRESENTATI VE CHENAULT agreed that he does not want people in
Anchor age, Fairbanks, or the Kenai Peninsula to run out of gas.

COM SSIONER I RW N qui pped that he thinks people are already
sending email s for Representative Chenault's suggestion.

REPRESENTATI VE CHENAULT continued. No one wants that gas supply

to go away. The "LNG plant" is playing Russian roulette with
having to store gas for the winter-tinme highs. If the plant
goes away, so wll the production wells, he opined. The

production is high in the sumertine, but the consunption is
not. Wiile it as nuch a short gas supply in the wintertinme, it
is certainly a deliverability problem and not a supply of gas.

He is worried the facility will be shut down and that if there
is not a gas supply to bring it back online in enough tinme it
will be nothballed and another 100 jobs will be lost, along with

the previous loss of the 500 "Agriunmf jobs, and it is due to a
| ack of gas supply in the Cook Inlet. Bringing a "bullet |ine"
to the Cook Inlet kills the 500 Cook Inlet exploration and
production jobs. He has deep concerns about any exploration in
Cook Inlet given the beluga whales and other concerns and said
it will become harder to explore both on and offshore in the
Cook Inlet. He will do what it takes to keep those people
working, as well as to try to take care of the consuners in the
state, but it nust be renenbered that they do go hand-i n-hand.

4:16: 28 PM

CO CHAIR JOHNSON noted that he sent a letter to Comm ssioner
lrwin on Decenber 7, 2009, which asked about starting the Al aska
al and Gas Conservation Comm ssion (AOGCC) process  of
establishing an all owabl e of ftake from Prudhoe Bay.

COM SSIONER RWN replied that the letter was received and the
Division of Ol & Gas is working on it.

CO-CHAIR  JCHNSON asked f or t he conmi ssioner's or t he

departnent's position on getting a head start on allowable
of ftake on the North Sl ope.
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COMWM SSIONER | RW N deferred to the staff of the Division of Gl

& Gas. He said the question is legitinate and staff is
preparing a legitimate answer that wll be received soon and
will be supportable for all parties.

CO CHAIR JOHNSON inquired whether the conmm ssioner feels the
| egi sl ature has standing to request AOGCC to begin that study.

COM SSI ONER | RW N said he does not know the answer to that.
4:18: 03 PM

REPRESENTATI VE RAMRAS asked what the comm ssioner or deputy
conmi ssioner sees as the industrial anchor for a "bullet I|ine"
shoul d the "Conoco LNG facility" shut down.

COM SSIONER IRW N answered he is not approaching it that the
facility will be 1ost. "Qur goal is to keep that facility
running and protect people in Anchorage," he said. He spelled
out what he would |like to see: econom c energy for people in
Anchorage, an LNG plant that is running at |arge volunes, cheap
energy for Eielson Ar Force Base and Fort Winwight, and
conversion from diesel to gas for the Railbelt. He said he does
not know whether "Agriunf will be able to conme back because he
does not know if the gas can be nmade cheap enough for Agriumto
conpete elsewhere in the world. He recognized that Fort Knox
would not have been possible wthout economc energy. He
assured nenbers that he understands the gravity of the situation
and therefore the prograns are being worked on to get those
answers as qui ckly as possi bl e.

4:19:55 PM

REPRESENTATI VE RAMRAS reiterated his question in regard to a
potential industrial anchor for a "bullet line."

COW SSIONER RW N deferred an answer for three weeks at which
time he wll be able to see the projected nunbers for
consunption that are included in the report that "TransCanada"
and "ExxonMobil" file with FERC.

REPRESENTATI VE RAMRAS stated that adding up the residential and
light conmercial wuse does not get anywhere near nmaking a
reasonabl y-si zed pipeline economc because Eielson Ar Force
Base and Fort Wainwight are not industrial anchors.
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COM SSIONER |RWN said he wants to wait for the aforenentioned
report. In further response, he stated that in the FERC filing
the parties are required to do in-state gas consunption and that
this is what he wants to | ook at.

4.:22:07 PM
CO CHAI R NEUMAN commented that he will let the nunbers speak for
t hensel ves. Maybe there is no drilling in Cook Inlet because

the producers want to keep their gas for 20 years from now, he
nused. He related that the director of the Division of Gl &
Gas told himthat the division is not doing anything on in-state
gas because the concentration is solely on AG A He said he is
looking at this as a state-wide energy plan with an energy
supply for uses all over Alaska, such as Donlin Creek Gold M ne,
Red Dog M ne, Pebble Mne, and opening up mneral-rich land. A
state-wi de energy plan is not just shipping all of the state's
gas outside of Alaska. The departnent is not talking about how
to use the state's resources to create nore jobs for Al askans,
he cont ended.

COMWM SSIONER ITRWN reaffirned that he would like to neet wth
the aforenmentioned folks when Co-Chair Neunman neets with them
Focus will continue on AGA, the "bullet line,"™ Cook Inlet, and
the other things he listed earlier, he said.

4:25:25 PM

CO CHAIR JOHNSON asked whether the FERC filing includes such
things as a potential gas-to-liquids (GIL) plant, additional
export, and consunption projections, and whether the state wll
use that nunber to play its own "what if" ganmes for projected
usage as opposed to what FERC will approve as a pipeline. He
al so asked what incentive the [AGA license holder] would have
to go to FERC with a consunption report that says the state is
going to need 1.0 billion standard cubic feet per day (Bscfd) of
gas when FERC is going to say that the [license holder] nust
carve that out of the 3.5-5.5 Bscfd flow in the "big pipeline."
Gven a low in-state gas consunption nunber would nake FERC nore
likely to issue the permt, the [AGA license holder] is
negatively incentivized to nake that nunber bigger, he opined.

4:27:28 PM
M5. RUTHERFORD understood that the pipeline owners are playing

the "what if" gane in their analysis and are |ooking at the
options available over tinme that mght be pursued for in-state
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gas demand in the various regions. She has not seen the nost
current draft of the analysis, but she is told that that is what

they will be accomodating and that they wll also be running
probabilities associated with those. In regard to whether the
pi peline owners would be opposed to in-state offtake, she
explained that a specific provision of AGA is for spur Ilines
off the main Iine. Pi pel i ne conpanies nake their noney off
pi pelines and so the nore pipelines the better. That does not
mean they would want to see a huge offtake of gas - such as 1.0
Bscfd - which would change the economcs of the throughput to

the North Anerican market. However, under AGQ A, [TransCanada]
had to accommobdate an offtake of up to a 500 Mvkcfd before
triggering the treble danmages; so that was part of part of [the
conpany's] proposal which it understood well. A "spur |ine" of
over 500 Mvkscfd that cones off [TransCanada's] "main |ine" does
not trigger the treble damages, she pointed out.

4:29:11 PM

CO- CHAIR JOHNSON said he thinks the state needs to nove sooner
rather than later and, therefore, what is being tal ked about is
a "bullet line," not a "spur line." He reiterated that he does
not see incentive for "Exxon" or "TransCanada" to have a
probability study that is going to get to the 0.6 Bscfd nunber
that M. Noah tal ked about because it takes the econom cs out of
it. "TransCanada" testified that taking 0.5 Bscfd off in
advance mght jeopardize the project, he recalled, and in his
opinion that is why this is the magic nunber that is included in
AG A

4:30:15 PM

M5. RUTHERFORD responded that the [AG A l|icense holder] is
required to do an adequate analysis of in-state demand and this
will be reviewed by FERC Whether it suits their econom cs or
not, she said she believes [TransCanada] and "ExxonMbil" are
committed to doing the best work possible in determning the
growt h opportunities for in-state denmand.

M5. RUTHERFORD further noted that the LNG export |icense runs
out at the end of the first quarter of 2011. Shoul d " Conoco"
and "Marathon" decide to pursue an extension, that is still
ahead of the "bullet |ine" possibility. It was in the context
of that extension that she and Mark Meyer answered questions
from the Anchorage Daily News and tal ked about a no net |oss or
re-establishing the reserve base so that the Railbelt, which is
dependent on the gas supply out of the Cook Inlet, does not go
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dark and cold in the interim between when a "bullet line" or a
"spur line" is available to replace depleting reserves.

4:33:11 PM

JOHN REEVES, Special Assistant to the Conm ssioner, Ofice of
the Comm ssioner, Depart ment of Transportation & Public
Facilities (DOT&F), noted that he is the Al aska Gas Pipeline
Transportation Project coordinator and that [DOT&PF] is part of
M. Noah's team for exanple, DOI&F is the applicant for the
in-state gasline. He becane interested two years ago when
Governor Palin said naybe the state should build a gasline if no
one el se does. He subsequently | ooked into who would have this
statutory authority and found that it would be DOT&PF and this
was confirmed by the attorney general. He hel ped to review the
Request For Proposals (RFP's) that M. Noah contracted out to
the engineering firms and said that DOT&PF is willing to help
other parties in addition to M. Noah's team including

"TransCanada, Exxon, Denali group, the ANGDA group."” The
problemis that DOT&PF does not know where the gasline is going,
whi ch gasline is going to be built, what supply routes will need
to be fortified, where the pipe is comng fromand going to, and
what size and how long the pipe is. [His departnent] was

getting a pretty good idea of these things through M. Noah's
team and the speed at which M. Noah's team was doing things.
He said M. Noah is doing good work and it is a shame to |ose
hi m When DOT&PF requested that it be able to identify gravel
sources in the EIS for use in the construction of this gasline

as well as any future gaslines, M. Noah agreed and [the
departnment] is still working on that. M. Mtz just sent him
the drill hole data fromthe pits his firmhas checked so far.
4:36: 44 PM

CO- CHAIR NEUMAN asked whether an in-state gas pipeline is
proceeding along at a good clip and what permts have been
received at this point.

MR. REEVES replied that [DOT&F] has applied for a couple of
permts that started the process with the EIS. He said [ DOT&PF]
is available to provide help for "TransCanada” and "Exxon" when
they get to that point. M. Noah's team is going nore quickly
and [DOT&PF] was facilitating that by going as quick as it could
in its role of providing assistance. He allowed that he
probably thinks an in-state gasline is especially inportant
because he is from Fairbanks.
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4:37:58 PM

MR. REEVES, in response to Co-Chair Johnson, said his opinion is
that M. Noah is leaving the project because he is incredibly
frustrated with the project not noving ahead and nmaybe even that
brakes have been put on it. In response to further questions
from Co-Chair Johnson, he said it was not DOT&F who put the
brakes on and he does not know who did because M. Noah answers
to the governor's office, not him He added that it is no
accident that DOT&PF is the applicant. "If this is the project
that gets built before the big line, then good for us; and if it
is a spur line that cones off the bigger pipeline, then we're
going to be right there to help whoever that is going be," he
said. The gasline was a good idea at the start and it still is.
For purposes of full disclosure, M. Reeves said he chaired the
Al aska Gasline Port Authority for a couple of years and stil
thinks the "Val dez project” is the best project.

4:40: 45 PM
MR. REEVES, in response to Representative Ranras, stated that he

cane to DOT&PF to help get a project. He agreed that M. Noah
did the sane. He said he thinks that if this project gets sold,

DOT&PF will be the one to sell it because the permts and
applications are in DOT&PF s nane. It is not hard to build a
gas pipeline, he said. It is not hard to weld pipe to pipe and

bury it in the ground. A 24-inch line could be built [to
Anchorage] in two years and a 12-inch line could be built in a
year and a half. An 8-inch line could be built to Fairbanks in
| ess than a year

MR. REEVES noted that he and Rick van Nuinheis (ph) purchased
the Al aska Gold Conpany, which was originally the United States
Snel ting, Refining, and M ning Conpany. They split the conpany
and he received the gold properties in Fairbanks which are now
his conmpany called the Fairbanks CGold Conpany. He also received
the archives for the original conpany in which he found an
extensive report on the Railbelt usage of gas from Um at and
@Qubi k prepared by the Al aska Devel opnent Authority in 1954. The
report shows how nuch oil and gas is in Urat and where. Thi s
report concluded that a gasline should be built to Fairbanks, he
related, and at the tinme that cost was projected to be $16
mllion. This just keeps going around and around, as M. Noah
said, and lots of work has been done it. It just boils down to
deal maki ng, he opined.

4:46: 17 PM
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MR. REEVES, in response to Co-Chair Neunman, said he does not
support an in-state gasline, he prefers a gasline to Valdez;

however, he is wlling to help whichever project is going
forward. In further response, he agreed that there are all
kinds of opportunities for this gas. In regard to the 0.6

Bscfd, he has the sanme concerns about possible treble danages.
The world has changed since AG A was signed. He said he was a
big supporter of it when it first cane out, despite his
di sappoi ntnent of the port authority being "kicked to the curb"”
as a result. He said the question he has is if it had been
known that "Exxon" was going to come along and take over the
"TransCanada" project, Wuld |legislators have voted to give them
$500 mllion to begin with? He offered his assistance to any
nmenbers requesting it.

4:49: 37 PM

CO- CHAI R NEUMAN i nquired whether DOT&PF will continue noving on
this project.

MR. REEVES answered he cannot |ook that far ahead at DOT&PF, but
he is old school in getting things done. He noted that in the
time the conmttee net today, he could have put together four
sections. The state needs to say do it and just go do it.

REPRESENTATI VE RAMRAS said he shares M. Reeves' sentinents and
the state should just build sonmething and he is for snall pipes
and small dreans. A backward step was taken here today, he

opi ned, as he had hoped nenbers would be hearing about noving
forward with potential in-state gas usage.

REPRESENTATI VE CHENAULT commented that he |iked what M. Reeves
had to say.

CO- CHAI R NEUMAN t hanked Conmi ssioner Irwin and his team
4:53: 00 PM
ADJ OURNIVENT

There being no further business before the commttee, the House
Resources Standing Commttee neeting was adjourned at 4:53 p. m
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