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ACTI ON NARRATI VE
1: 06: 11 PM

COCHAIR CRAIG JOHNSON called the House Resources Standing
Commttee neeting to order at 1:06 p.m Present at the call to
order were Representatives Seaton, P. WIson, O son, Neuman, and
Johnson. Representative Cuttenberg arrived as the neeting was
i n progress.

HB 369- | N- STATE Pl PELI NE/ NMANAGER/ TEAM

1: 06: 22 PM

CO CHAIR JOHNSON announced that the only order of business is
HOUSE BILL NO 369, "An Act relating to an in-state natural gas
pipeline, the office of in-state gasline project nmanager, the
Joint In-State Gasline Developnent Team and the In-State
Gasline Steering Conmttee; and providing for an effective
date."

1: 07: 22 PM

REPRESENTATI VE M KE CHENAULT, Al aska State Legislature, sponsor
of HB 369, paraphrased from the following witten sponsor
statenment [original punctuation provided]:

House Bill 369 was introduced as an effort to expedite
the process for an in-state natural gas pipeline. The
in-state gasline has been a topic of discussion in the
Legislature and the Adm nistration for a nunber of
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years. Currently, there are two separate state
entities, the Al aska Natural Gas Devel opnent Authority
and the in-state gasline coordinator, working on a
proj ect . House Bill 369 conbines these two entities
along with the Departnent of Transportation and Public
Facilities and the Alaska Railroad Corporation to
create a Joint In-state Gasline Developnent Team
within the Ofice of the Governor. The Devel opnent
Team is to ensure the in-state gasline is construction
ready by July 1, 2011 with gas flowing by 2015. It is
ny hope the Devel opnent Team will be able to focus the
state's efforts in putting a construction plan
toget her and | everage the best ideas and data to get a
gasline built.

The Departnent of Transportation and Public Facilities
and the Alaska Railroad Corporation were included as
nmenbers of the team due primarily to their having
existing rights of way which could speed up any
permtting process that may need to be undertaken.
The Alaska Railroad Corporation also has bonding
ability which could be an answer in financing a

gasl i ne.

The Devel opment Team will cover all aspects of the
line's developnment and are to select the nost
economcally sound route that wll deliver gas to

Al askans, plan permtting and construction by using
existing rights of way and take any action necessary
to get the project underway as soon as possible.

House bill 369 also creates an In-state Gasline
Steering Comm ttee to provi de advi ce and
recomendations to the devel opnent team  Their duties
are spelled out wthin the |egislation. Pr oposed

menbers of the Steering Commttee conme from the
private sector, nunicipalities, state agencies and the
two presiding officers of the Legislature.

The bill provides for an expedited review and action
process and the sharing of information that may
al ready have been accunul ated or conpl et ed. The bil
also requires that state agencies or entities
cooperate with and give priority to requests for
informati on fromthe Devel opnent Team

1:12: 30 PM
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REPRESENTATI VE CHENAULT added that an in-state gasline would
provi de econom c opportunities and supply Al askans' energy needs
for many years. It is tinme for Alaska to nove forward and an
in-state gasline gives the opportunity to do just that. He held
up a garden spade and qui pped that he is shovel -ready.

COCHAIR NEUMAN, in regard to the 2015 deadline for gas flow
i nqui red whether specific neasuring sticks have been established
for dates along the way to ensure that that deadline is net.

REPRESENTATI VE CHENAULT responded that such a tineline is not
avai |l abl e today, but the in-state coordinator is working on that
process and the Al aska Natural Gas Devel opnent Authority (ANGDA)
has its own tinelines on a project. He is pushing for this
conbined group to conme out wth that information. He
acknowl edged that this is an aggressive tineline for having a
proj ect by 2011. However, he said this project has been worked
on for years and it is tinme to quit studying the project and put
together the information that has already been gathered to
actually build a pipeline.

1:16:51 PM

CO CHAIR NEUVAN said he is of the sanme opinion about neshing
everyt hing together. He cautioned that this tinmeline could be
throwmn forward or back depending upon a sea |ift or gas

treatment plant in Prudhoe Bay and that right now, while the
econony is slow, would be a good time to start ordering
material s. He asked whether there would be penalties for
m ssing the dates, or whether the neasurenent would be done
t hrough reports to the | egislature.

REPRESENTATI VE CHENAULT concurred the dates are aggressive and
the tinmeline could change. Some peopl e say being aggressive can
increase the costs, he related. However, [as a contractor] he
has never worked on a construction project that did not have a
deadline, and the sooner a contractor conpletes a project the
nore noney in the contractor's pocket.

CO- CHAI R NEUVAN added he thinks the project could cone in under
cost by having the aggressive tineline and starting to get
things built in the factory.

REPRESENTATI VE CHENAULT agr eed.

1:19: 48 PM
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TOM WRI GHT, Staff, Representative Mke Chenault, Alaska State
Legi slature, provided a sectional analysis of HB 369. He said
Section 1 would add a new chapter, Chapter 34: In-State Natura
Gas Pipeline, and new sections to AS 38, which deals with public

| ands. Sec. 38.34.010 would create the position and describe
the duties of an in-state gasline project mnmanager who 1is
appoi nted by the governor. There is currently no statute for

such a nmanager, so a statutory provision is necessary to put
that person into the position of the Joint In-state Gasline
Devel opnent Teamw th certain duties.

1: 21: 07 PM

REPRESENTATI VE SEATON inquired whether this proposed project
manager and the current in-state gas project nmanager/coordi nator
woul d work in parallel positions.

MR WRIGHT replied no, it would be the same person and that
woul d be the person currently holding the coordinator position

He related that Legislative Legal and Research Services advised
that statutory |anguage is needed because this person would be
in the admnistrative branch. This position would be filled
until one year after conpletion of the project, he added.

1:22:16 PM

REPRESENTATI VE SEATON noted that page 2, lines 9-12, would
require witten nmonthly progress reports, but that no due date
for the reports is specified in the |anguage. He suggested a

due date be defined for the reports and added to the | anguage.

MR. WRI GHT answered that the sponsor would be willing to | ook at
such an anmendnent.

CO CHAIR JOHNSON pointed out that there are several cleanup
anendnents that will be presented.

MR. WRIGHT reiterated that the sponsor is anenable to |ooking at
| anguage specifying a tineline for the reports.

CO- CHAIR JOHNSON noted that Representative Seaton's suggestion
is not included in any of the cleanup amendnents.

MR WRIGHT, in response to Representative Seaton, stated that
the fifteenth of the nonth followng the conpletion of the
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previous nonth's activities would suffice for the witten
nmont hly report deadli ne.

1:24:40 PM

CO- CHAIR NEUMAN, in regard to establishing the project manager
within the governor's office, related there is currently concern
anong legislators, including hinself, that an in-state pipeline
is being slowtracked due to fear of conpetition fromthe |arge-
dianeter line created through the Al aska Gasline |nducenent Act
(AG A) . He said this concern is caused by the current project
manager being housed within the Departnment of Admnistration.
He asked how a manager appointed by the governor and in the
governor's office will stand al one and be separated fromthat.

MR. WRI GHT responded that this is addressed in further sections
of the bill, but the whole team would be wthin the office of
t he governor. To acconplish what was wanted to be acconpli shed,
the team had to be put under the control of a state agency,
which he wll explain later in the sectional analysis. An
expedited process is only possible by having this devel opnent
teamwi thin the adm ni stration.

1: 27: 13 PM

MR. WRI GHT resunmed his sectional analysis, explaining that Sec.
38.34.020 would provide for an expedited review and action by
state agenci es. Any state agency conducting and taking action
relating to the in-state gasline shall be expedited. The state
agency may not include in any project certificate, right-of-way,
permt or other authorization issued to a licensee a term or
condition that is not required by law if the in-state project
manager determnes the termor condition would prevent or inpair
the expeditious construction and operation or expansion of the
in-state gasline. A state agency may not, unless required by
| aw, anend or abrogate any certificate, right-of-way, permt or
ot her authorization issued to a licensee if the project nanager
determnes the action would prevent or inpair the expeditious
construction and operation or expansion of the in-state gasline.

1:28: 22 PM

REPRESENTATI VE SEATON drew attention to the |anguage on page 2,
line 17, "Notwi thstanding any contrary provision of law " and
line 19, "that is not required by law'. He interpreted the line
17 language as abrogating the provisions of law related to
rights-of-way or permts and asked whether this is the intent.
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He suggested a clarification of the |anguage because it seens to
him that it is saying no other law applies and this provision
t akes precedence over everything el se.

MR WRIGHT replied the intent is that, not wthstanding any

other law, this is to be followed. He said he thinks this is
nore drafting style than anything else and suggested the
guestion be directed to the bill drafter, M. Tam Cook. The

intent is that agencies are to cooperate and provide information
in an expedited nmanner to the Joint In-state Gasline Devel opnment
Team unl ess sonething prohibits this, such as a natural disaster
that takes an agency's tinme away fromthe gasline.

1: 31: 36 PM

REPRESENTATI VE SEATON stated that wunless he is reading the
| anguage wrong, "Notw thstanding any contrary provision of |aw'
provides that a right-of-way permt is not needed as required by
ot her | aw because this takes precedence over all other [|aw He
offered to ask Ms. Cook the question.

MR. VWWRI GHT agreed it would be beneficial to ask Ms. Cook.

CO- CHAIR NEUMAN said he reads this |anguage as neaning an in-
state gasline will beconme the nunber one priority for Al aska.

MR. WRI GHT responded that he is not trying to avoid answering
Representative Seaton's question; sonetinmes drafting style
stymies him as well. He agreed with Co-Chair Neunan that the
intent is to plow forward.

1: 33: 54 PM

REPRESENTATIVE P. WLSON said she reads page 2, line 19, as
meani ng that the project manager can require agencies to do what
t he manager requests.

MR. WRI GHT replied yes.

REPRESENTATIVE P. WLSON added that she is questioning this
because there may be other projects that are going on
simul taneously that may be just as inportant to sonmeone else as
is the gasline to the project manager. Therefore, this sounds
to her like the state is going to stop everything else until an
in-state gasline is done.
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MR. WRI GHT answered yes, that could happen if it was taken to

that letter. However, comon sense wll Ilikely prevail and
there are anple state enployees working on other things that
will not be involved in this project.

1:35:50 PM

CO CHAIR JOHNSON said there is a perception of slow rolling.

REPRESENTATIVE P. WLSON argued that those parts of state
governnment that are slow ng things down should be fixed.

CO CHAI R JOHNSON responded he is unsure that can be done because
of the separation of powers, but that Representative P. WIson
has struck the nail on the head.

1:37:17 PM

MR. WRIGHT continued his sectional analysis. He said Sec.
38.34.030 would establish the Joint In-state Gasline Devel opnent
Team within the governor's office for the reasons stated
previously and would nane the Alaska Railroad' s chief executive
officer as the chair. The devel opnent team would be allowed to
hire staff, enter into contracts, and exercise any other powers
it needs to carry out its functions.

MR. WRI GHT expl ai ned that Sec. 38.34.040 describes the duties of
the devel opnent team These duties would be to ensure that
construction for an in-state gasline is ready to commence by
July 1, 2011 and to take any necessary actions to enable the

flow of natural gas by 2015. The team is to select a route
t hat : runs fromthe North Slope to tidewater that is the nost
economcal, will provide gas to the greatest nunber of residents

at a reasonable cost, uses state |land and existing state hi ghway
and railroad rights of way to the naxi mum extent, uses existing
hi ghway and railroad bridges, gravel pits, equipnent yards,
mai nt enance facilities, and other existing facilities and
resources to the maxi num extent possible. He noted that the
sponsor wll have an anendnent that addresses the issue of
providing gas to the greatest nunber of residents at a
reasonabl e cost. Team duties would also be to: identify |and
or rights of ways that mnust be obtained for construction and
operation of the in-state gasline and take necessary action to
enable the Departnment of Transportation & Public Facilities to
acquire those interests; prepare plans and designs necessary for
the construction of the in-state gasline; identify all permts
and applications needed to construct the gasline and proceed
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with applications for those permts and |icenses; prepare and
updat e esti mat es of construction and ot her costs of
construction; and take any necessary action so that construction
may begin by July 1, 2011

1: 39: 33 PM

REPRESENTATI VE SEATON inquired whether the term "econom cal" as
used on page 3, line 18, neans the nost economical to build, or
to operate, or serves the nost people for the | east cost.

MR. WRIGHT replied the sponsor is |ooking at the nost econom cal
to construct.

REPRESENTATI VE SEATON asked whether the sponsor would be
anmenabl e to an anendnment that clarifies this.

MR. WRI GHT replied yes.
REPRESENTATI VE CHENAULT nodded his head yes.

CO- CHAIR JOHNSON added that saying the nobst econom cal would
also lower the tariffs by the nature of building the nost
econonical, but that the clarification would be appreciated.

1: 40: 39 PM

CO CHAIR NEUVAN asked whether this setup would be a separate
corporation like the Alaska Railroad. He said he is asking this
in regard to state procurenent codes and guidelines and whet her
all of this could be done faster when the entity is a separate
cor porati on.

MR. WRIGHT answered that page 3, line 8, provides that the
devel opnment team may enter into contracts; they are not under
t he procurenent code. In further response, he reiterated that
the team would not be under the state procurenent code. [ See

differing response of Ms. Tam Cook under 1:49:53 p.m]

REPRESENTATIVE P. WLSON inquired whether that neans the team
does not have to issue requests for proposals (RFPs).

MR. WRI GHT responded that the team would not have to do RFPs
[ See differing response of Ms. Tam Cook under 1:49:53 p.m]

1: 42: 29 PM
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REPRESENTATI VE SEATON presunmed the authority there would be to
do sol e-source contracti ng dependent upon the project nanager.

MR WRIGHT replied this would be under the devel opnent teams
purview, not solely with the in-state gasline project nmanager.

CO- CHAIR JOHNSON clarified it is not being said that a pipeline
would be built as a sole-source project. This is just the
devel opi ng of the team and sone of the information.

MR. WRI GHT added that this is to obtain the information that is
needed to construct the gasline, such as engineering and any
ot her actions necessary to get to the construction stage.

REPRESENTATIVE P. WLSON surnmised that what is being said is
that an in-state gasline project would not be subject to junping
through as many hoops as a federal project, which would save
ti me and noney.

MR, WRI GHT answered yes, unless the gasline goes through federal
| and, which would be avoided at all cost.

1:44: 31 PM

CO CHAIR JOHNSON returned to Representative Seaton's question
regardi ng Sec. 38. 34.020.

REPRESENTATI VE SEATON reiterated his previous question in regard
to the language on page 2, line 17, "Notw thstanding any
contrary provision of law " and the |anguage on line 19, "that
is not required by |aw'.

TAM COOK, Director, Legislative Legal Counsel, Legislative Lega
and Research Services, Legislative Affairs Agency, responded
that the state agency would be required to continue to apply
other law, but it could not include additional requirenents that
the agency mght believe particular to this particular project.
This proposed |anguage is nodeled on AS 43.90.260(b), which is
the | anguage that currently applies to the in-state coordinator
under existing |aw.

1:46: 37 PM
REPRESENTATI VE SEATON understood Ms. Cook to be saying that if
the proposed gasline project nmanager determnes that a term or

condition would prevent or delay the building date beyond July
1, 2011, the state agencies would still have the authority to
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put in all the conditions that they are required to do under
exi sting | aw.

M5. COCK replied she believes that is correct. The | anguage
cones directly out of the 2007 Al aska Gasline |nducenent Act
(A A), and it has not yet been construed as far as she knows.

REPRESENTATIVE P. WLSON reiterated her supposition that the
| anguage on page 2, line 19, would nean the project nmanager
could require agencies to do what the nanager requests.

M5. COOK answered that that is exactly what it would nmean and it
woul d be akin to the powers that the Al aska Gasline I|nducenent
Act attenpts to give to the AG A coordi nator.

1: 48: 46 PM

CO- CHAIR NEUMAN inquired whether the current in-state gasline
coordi nator has that authority.

M5. COOK responded yes, it is available in AS 43.90.260(b). In
further response, she said the |language in HB 369 is precisely
nodel ed on that, except the nane of the officer has been
changed.

M5. COOK, in response to Co-Chair Johnson, <clarified that
sonmet hing new would be created in that a simlar power would be
given to this new state official. The existing act is not
appeal ed, anended, or changed in any way, so there is still a
simlar power that is vested under the Al aska Gasline |Inducenent
Act and its coordinator.

1: 49: 53 PM

REPRESENTATI VE SEATON stated it seens the power that would be
given to the gasline devel opnent team under Sec. 38.34.040(b)(6)
on page 4, line 5, is extrenely broad. He asked what the
constraints would be on the team under this provision

M5. COOK replied she believes this power is indeed extrenely
broad and she expects it would be circunscribed only by |aws
that precisely conflict.

REPRESENTATI VE SEATON inquired whether the breadth would go
beyond the permtting and licenses to other aspects, be it
wor kf orce  devel opnent, pr ocur enent codes, or sol e-source
contracting.
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M5. COOK answered that even though it is extrenely broad, she
does not think it would enable an action to be taken that
violates an existing |aw For exanple, nothing in this
particular legislation exenpts this particular agency from
requi renents of the procurenent code.

CO- CHAIR JOHNSON corrected his previous msunderstanding in this
regard, and clarified that according to M. Cook's statenent
everything under HB 369 would be subject to the procurenent
code, RFPs, and basic | aws.

1: 53: 08 PM

REPRESENTATI VE GUTTENBERG referenced Sec. 38.34.040(b)(6) on
page 4, l|line 5, and posed a scenario in which the gasline
devel opnment team determnes that the only way construction can
begin on July 1, 2011, is if the pipe is ordered today. He
asked whether it would be within the teanis purview to do so.

M5. COCK responded she thinks that the team would have broad
authority to enter into contracts wthin the scope of the
procurenent code and to solicit requests for proposals and that
sort of thing, but the teamis ability to execute these would be
subject to appropriations available to them for the purpose.
There is the requirenent that appropriations be available to any
agency that enters into a contract.

1:54:14 PM

REPRESENTATI VE GUTTENBERG commented that it is appealing to
appoi nt soneone as pipeline manager and telling him or her to
steam right through and get it done. He presuned that the nost
econom cal provision on page 3, line 18, would pertain only to
the construction cost of the gasline wthout consideration of
other costs such as doing the project another way, waiting a
year, state ownership, or a mainline contract.

M5. COXXK replied that page 3, line 18, is a subparagraph that
relates to the process of selecting a route for an in-state
natural gas pipeline, so the proposed devel opnent team would be
required to select a route that is the nobst econom cal. The
team woul d be required to consider three other things as well.

REPRESENTATI VE GUTTENBERG said he is trying to see if it
excl udes other things that nmay bring down the cost.
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CO CHAI R JOHNSON added he thinks what is being dealt with is the
selection of the nobst economcal route as opposed to the nost
econom cal pipe or actually starting the construction.

1: 56: 52 PM

REPRESENTATI VE OLSON surnised the bill's proposed tineline would
have gas in Fairbanks four years earlier than anything else that
is currently being | ooked at.

REPRESENTATI VE CHENAULT answered that he feels it is an
aggressive tineline and the state does not have the luxury to
wait for someone else to control its destiny. In further
response, he said he believes the state would be buying pipe
considerably earlier than would be the case for any other
project that has been laid out thus far.

REPRESENTATI VE OLSON inquired what would be done about the 0.5
billion cubic feet per day (Bcf/d) limt.

REPRESENTATI VE CHENAULT responded he does not have the answer to
that and it may be another question the legislature needs to
take up at sone future tine. He offered his belief that the
current in-state gas pipeline team is looking at three options
for gas flow through an in-state line - 250 mllion, 500
mllion, and 1 billion cubic feet of gas per day. The costs for
each option are being |ooked at, including the differences in
tariff rates. In further response, he said he is does not know
if this could be fixed in the House Finance Conmittee as he is
no | onger on that commttee.

1: 59: 39 PM

CO- CHAIR JOHNSON said if the nunbers shake out that the state
must | ook at exceeding the 0.5 Bcf/d, then knowi ng this sooner
woul d be nmuch better than later given the cost will be three
times greater.

REPRESENTATI VE CHENAULT replied he wi shes the state had the need
for 0.5 Bef/d in Alaska because that would nean Al askans are
wor ki ng and the econony is thriving.

CO- CHAIR NEUMAN, in regard to the 0.5 Bcf/d, offered his belief
that if the state were to sell off and no |onger be involved
and industry wanted to have throughput of nore than 0.5 Bcf/day,
then it would not matter because the state would not be invol ved
in that part.
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CO-CHAIR JOHNSON answered that that is debatable, but it would
be a pl easant conversation to be having.

2:01: 18 PM

MR. WRI GHT apol ogized for msspeaking about the procurenent
guestion and offered his appreciation for the clarification by
Ms. Cook. He noted that the Joint In-state Gasline Devel opnent
Team is to report an outline of its plans to the |legislature by
July 1, 2011. There is an appropriation question that can only
be answered by the |egislature, depending upon what type of plan
t he devel opnent team derives. Thus, the |egislature would have
final say at some point over how this would be financed. The
steering commrittee and the team are being tasked with providing
the legislature with answers to these questions.

MR WRIGHT resunmed his sectional analysis. He said Sec.
38.34.050 deals wth cooperation and access to information.
This section would provide that the devel opnent team has access

to a state entity's information, including confidential
information that may relate to the in-state gasline or prove
useful in planning, design, construction, or operation of the
gasline; the developnment team nust Kkeep this confidentia
information confidential. This section would al so provide that
all state agencies are to cooperate and give priority to
requests for i nformation from the devel opnent t eam

Additionally, the developnent team is to avoid duplicating
studi es, plans, and designs that have already been produced or
ot herwi se obtained by state entities.

2:03:19 PM

REPRESENTATI VE SEATON asked whether the state would be in
conflict with the triple damages provision [of the Al aska
Gasline Inducenent Act] should an in-state gasline be designed
with a capacity greater than 0.5 Bcf/d.

REPRESENTATI VE CHENAULT responded that in regard to econom cs,
the nore gas pushed through a line the cheaper the tariffs. He
said he does not think the state has the answer from any of the
studies as to whether crossing over that 0.5 Bcf/d gets the
state into a legal matter. Unless it is a very snmall |ine, any
gasline can be pressured to go above 0.5 Bcf/d. These may be
i ssues that have to be addressed in the future.

2: 05: 10 PM
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REPRESENTATI VE SEATON, in regard to the provision on page 4,
line 14, that state agencies shall give priority to requests for
information from the devel opnent team said he thinks this runs
directly against the provision to cooperate. The priority
| anguage could elevate the request above the statutory |anguage
in the Alaska Gasline Inducenent Act and could possibly cause
| egal damage to the state by going beyond the AGQ A process.

REPRESENTATI VE CHENAULT allowed that Representative Seaton nmay

be right. He said his wunderstanding is that the state's
departments have been given the priority to assist on the AGA
proj ect . Therefore, his argunent for leaving this priority
| anguage in the bill is that as long as the Joint In-state
Devel opnent Team gets the sanme priority as the AG A process, he
does not believe this would cross the legal line of putting the
state in non-conpliance wth the AGQJA process. If the

devel opnent team is given nore authority than is given the AGA
process, then he thinks the state would get into trouble.

2:08:10 PM

REPRESENTATI VE SEATON said he is raising this issue given that
HB 369 would be the l|ater-passed law, and if the |ater-passed
law requires that its provisions have priority he thinks it
would result in J[elevating the priority above the AGQA
| anguage] . He requested that the sponsor consider whether to
| eave this | anguage in the bill.

CO- CHAIR JOHNSON doubted that giving an equal priority is the
same as incentivizing. He said he thinks the treble damage is
going to end up in court regardless what other kind of pipeline
is built. Cleanup of the language is up to the sponsor, he
added, but this is splitting hairs way down the road.

CO- CHAI R NEUMAN agreed with Co-Chair Johnson. He noted that the
adm nistration has been looking at a 24-inch gasline, which
optimally carries about 1 Bcf/d. He offered his belief that
AG A states shipping, not the ability to ship, because the
intent was not to further inhibit in the future.

REPRESENTATI VE CHENAULT concurred and said that, at a m ninm
in-state gas should have the sane priority as the other project.

CO- CHAIR JOHNSON said he thinks HB 369 would set up sonething
very simlar to the federal governnment pipeline coordinator
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whose job it is to cut through all the red tape and get the
process done expeditiously w thout inter-agency fighting.

REPRESENTATI VE P. WLSON urged this be verified with Ms. Cook or
ot her | egal counsel.

REPRESENTATI VE CHENAULT agreed to do so.
2:11:25 PM

MR. WRIGHT returned to his sectional analysis and expl ai ned that
Sec. 38.34.060 deals with conflicts of interest. A menber of
the Joint In-state Devel opnent Team would be required to make an
i mredi ate disclosure if he or she acquires, owns, or controls a
direct or indirect interest in property, an organization, or
business that mght be affected by the in-state gasline project
or other matters under consideration by the devel opnent team
This disclosure would be part of the public record and woul d be
included in the mnutes of the devel opnent teamis first neeting
after the disclosure has been made.

MR WRIGHT said Sec. 38.34.070 creates the In-state Gasline
Steering Comrittee wthin the governor's office to provide

advice to the devel opnent team Menbers would serve without
conpensation but would collect per diem and travel expenses
aut horized for boards and commi ssions. The steering comittee

woul d select a chair and vice-chair fromits menbership.
2:12: 36 PM

REPRESENTATI VE  CHENAULT, in response to Representative P.
Wl son, stated that the Al aska Permanent Fund Corporation would
be included as one of a nunber of different organizations on the
steering conmmttee because of the investing and financing
knowl edge that the fund would bring to a project of this size.
It is not being said that the fund should invest or that it is
wanted for the fund to invest. The fund has the state's biggest
pot of noney and has done well on the state's investnents.

CO CHAI R JOHNSON i nquired whether designating a nenber of the
| egislature to an administrative branch is constitutional.

MR. VI GHT responded that the sponsor was advised of that by the
Legi slative Legal and Research Services, and the sponsor's
position is to fight it.

CO- CHAI R JOHNSON sai d he supports that.
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MR. WRI GHT added this would be part of the steering conmttee,
which provides information to the devel opnent team The
devel opnent teamis the one to come up with the entire game plan
based on advice fromsteering commttee nenbers.

2:14:53 PM

REPRESENTATI VE SEATON surm sed the corporation referred to on
page 5, lines 13-14, of the bill would be a regional Native
cor porati on.

MR. WRI GHT replied correct.

REPRESENTATI VE = SEATON presunmed the nonprofit corporation
referred to on page 5, lines 15-16, of the bill would be a
nonprofit formed under one of the regional corporations.

MR WRI GHT answered correct.

REPRESENTATI VE SEATON asked whether tribal governnents would be
included in the steering conmttee.

MR WRIGHT responded the hope is that these regional and
nonprofit corporations would represent those interests.

2:16:31 PM

MR WRIGHT, in response to Co-Chair Johnson, said he does not
believe a village corporation would be considered a nonprofit
cor porati on. A nonprofit corporation would be one of the 13
original regional corporations and he does not believe that goes
down to the village | evel.

CO- CHAIR JOHNSON offered his belief that a nonprofit could be a
nonprofit village organization forned by a Native organization
under federal [|aw

MR. WRI GHT al |l owed that could be, as long as it is nonprofit.
REPRESENTATI VE GUTTENBERG noted that the Denali Borough is not
listed as a nmenber of the steering conmttee. He pointed out

that the steering commttee has an even nunber of nenbers and
sonmeone may want to address that it be nade an odd nunber.
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REPRESENTATI VE OLSON supposed that the steering conmttee nenber
representing the North Slope Borough on page 5, line 23, would
be I nupi at.

2:18: 28 PM

MR. WRI GHT commenced his sectional analysis and stated that Sec.
38.34.090 deals with conflicts of interest for the steering
commnttee and would apply the sane provisions as for the
devel opnent team

MR. WRI GHT addressed Sec. 38.34.080, which provides for the

steering conmttee's duties. This section would give the
devel opnent team the authority to assign specific issues to the
steering commttee and the comittee is to report its

concl usi ons and reconmendati ons to the devel opnent team
2:19: 45 PM

REPRESENTATI VE SEATON, in regard to steering commttee nenbers
representing an institution, asked whether a <conflict of
interest would be based on the institution being represented or
t he individual personally.

MR WRIGHT replied he reads the bill as neaning individually
because, for exanple, a nunicipality mght gain if an in-state
gasl i ne goes through.

CO- CHAIR JOHNSON said a steering committee nmenber nust disclose
a conflict but would not be excluded from partici pating.

REPRESENTATI VE SEATON agreed di sclosure is appropriate.
2:21:39 PM

REPRESENTATI VE GUTTENBERG i nquired whether HB 369 tightens or
| oosens the disclosure of conflicts of interest.

MR WRIGHT allowed it is loosened a bit because the financial
information disclosure requirements that are applied to public
officials would not be required of steering comrttee nenbers as
ot herwi se no one would want to serve. He added that a nunber of
peopl e who would be steering conmittee nmenbers already have to
file financial disclosure forns.

REPRESENTATI VE CHENAULT said the pipeline coordinator would be
giving the steering commttee a task that nust be reported back
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wi th recommendati ons. Steering conmmittee nmenbers would not be
voting on how the coordinator noves the project forward, which
is some of the reasoning for |essening the conflict of interest
requirenents.

2:23: 35 PM

REPRESENTATI VE P. WLSON referenced page 6, line 30, of the bil
and requested an expl anation of AS 39.52.

MR. WRIGHT responded that AS 39.52 is the Alaska Executive
Branch Ethics Act, and under HB 369 this act would not apply to
a nmenber of the steering conmttee.

REPRESENTATIVE P. WLSON surmised that steering comittee
menbers woul d then not have to abide by any of the ethics that
are applied to legislators or the adm nistrati on.

MR. WRIGHT replied correct. A steering commttee nenber would
have to disclose a conflict of interest but would not be subject
to financial disclosure or the other requirements that public
officials nust go through. In further response, he pointed out
that nmenbers of the devel opnent team are already subject to
conflict of interest disclosure [so HB 369 does not need a
provision in this regard].

2:25:18 PM

REPRESENTATI VE SEATON understood that wunder Sec. 38.34.060 a
menber of the Joint In-state Gasline Devel opnent Team coul d have
a direct financial stake in what is being decided by the team as
long as it is disclosed.

MR, WRI GHT answered that the developnment team individuals are
probably already under the provisions of AS 39.52, although he
cannot say for sure. He agreed that Representative Seaton is
bringing up a valid point in that the desire is to avoid any
conflict of interest.

REPRESENTATI VE SEATON offered his belief that devel opment team
menbers are not exenpt from the Al aska Executive Branch Ethics
Act, but it is good to point out that the only provision is that
a financial conflict of interest nust be disclosed.

MR. WRI GHT responded that nenbers of the devel opnent team are

not excluded because as public officials they have had to
already file their financial information.
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2:27:50 PM

REPRESENTATIVE P. WLSON pointed out that the project manager
woul d be picked by the governor and would therefore be brand
new, so this person wuld not have had to disclose any
i nformation. Additionally, the project nanager would be
partially exenpt under AS 39.25.120.

MR. WRIGHT replied that the sponsor has an anmendnent to put the
proj ect manager under exenpt.

MR. WRI GHT concluded his sectional analysis by noting that Sec.
38.34.100 is the definitions section in which the in-state
natural gas pipeline and the North Slope are defined. Section 2
of the bill would anmend AS 39.25.120(c) to provide for partially
exenpt service for the in-state gasline project nmanager.
However, the sponsor has an anmendnent at the request of the
governor's office to put the nanager under exenpt service.
Section 3 is the imedi ate effective date.

2:28: 54 PM

REPRESENTATIVE P. WLSON noted that the admnistration 1is
funneling everything to AGA and that HB 369 would have the

governor appoint the in-state project nanager and others. She
inquired how this bill would nake one entity work on both
proj ects.

REPRESENTATI VE CHENAULT answered he hopes that the governor does
not have to be nmade to do this and that this is a project the
governor wants to get on board wth. There is frustration in
regard to the different entities that are working; a date would
be added and authority would be given to the nmanager - who would
not necessarily be a different person - that is simlar to that
of the Alaska Railroad chief executive officer. He acknow edged
t he governor could select a manager and give directions to not
come back to the legislature with a conpleted project by 2011.
However, the legislature has the ability to affect the
governor's office and budgets, as well as departnment budgets.
Unfortunately, the legislature cannot do the project itself and
must give the authority to the admnistration and a departnent.
He said he thinks the current in-state coordinator is headed
down the right path, but he believes there are other entities in
this building and departnents across the state that feel the
state should be going in a different direction. This is not a
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sure-fire thing, but it heads in the direction of bringing back
a project that noves Al aska forward.

2:33: 06 PM

REPRESENTATI VE OLSON surm sed that the bullet I|ine envisioned by
Representative Chenault would flow from the north to the south
and not from Cook Inlet upward.

REPRESENTATI VE CHENAULT responded he w shes that Cook Inlet had
the gas to be able to ship north to Fairbanks, but such a fuel
supply has not yet been found in the inlet. It is known where
there is a minimumof 35 trillion cubic feet of gas; that supply
is 800 mles away and it is tinme for the legislature and the
governor to get on board with a project that puts Al askans
first, not others.

REPRESENTATI VE OLSON conmented that if a simlar bill had been
before legislators three years ago, the state would be about one
year away from gas

REPRESENTATI VE CHENAULT agr eed.

CO- CHAIR JOHNSON said he shares the sponsor's frustrations and
he would like nothing nore than a private entity comng in and

saying that this makes sense. He said he thinks the state has
signaled that it is closed for business; for exanple, he has
talked to conpanies that drill in Cook Inlet and that build

pi pelines and both have said they believe there is gas in Cook
Inlet but that they are not going to do business in Al aska.
This bill clearly sends a signal that the state is open for
busi ness.

2: 35:45 PM

CO-CHAIR NEUVAN noved to adopt Anmendnent 1, |abeled 26-
LS1527\ R 1, Cook, 2/ 24/ 10, witten as follows [original
punct uation provided]:

Page 1, line 13:

Delete "partially exenpt service under AS
39. 25. 120"

| nsert "exenpt service under AS 39.25.110"

Page 7, line 6:

Del ete "AS 39. 25.120(c)"
I nsert "AS 39.25. 110"
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Page 7, line 7:
Delete "(21)"
| nsert "(43)"

REPRESENTATI VE OLSON obj ected for discussion purposes.
2:36:42 PM

MR. WRI GHT expl ained that Amendnent 1 is at the reconmendation
of the governor's office because none of the enployees in the
Ofice of the Governor are wunder partially exenpt service.
Amendnent 1 woul d change the partially exenpt service to exenpt
service under AS 39.25. 110.

REPRESENTATI VE SEATON noted that exenpt service is subject to
t he Al aska Executive Branch Ethics Act.

MR. VWRI GHT replied correct.

CO- CHAIR JOHNSON added that exenpt enployees "serve at the
pl easure.”

MR. VARI GHT answered correct.

REPRESENTATI VE OLSON renpoved his objection. There being no
further objection, Amendnent 1 was adopt ed.

2:37:30 PM

COCHAIR NEUVWAN noved to adopt Amendnent 2, |abeled 26-
LS1527\ R 2, Cook, 2/ 24/ 10, witten as follows [original
punct uati on provided]:

Page 6, line 3, follow ng "Val dez":
| nsert ";
(Q an individual who represents the Denal
Bor ough”

CO CHAI R JOHNSON obj ect ed for purposes of explanation.
MR. VWRIGHT allowed that during the drafting of HB 369 the Denal
Borough was inadvertently left out of the list of steering

commttee nenbers. He apol ogized for this om ssion.

CO CHAI R JOHNSON renoved his objection. There being no further
obj ection, Amendnent 2 was adopt ed.
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2:38:49 PM

CO- CHAIR NEUVAN noved to adopt Amendnent 3, |abeled 26-
LS1527\ R 3, Cook, 2/ 24/ 10, witten as follows [original
punct uati on provided]:

Page 3, line 19:
Del ete "the greatest nunber of"

CO CHAI R JOHNSON obj ected for purposes of expl anation
2:38: 58 PM

REPRESENTATI VE CHENAULT explained that wupon |looking at the
legislation it was determ ned that by stating greatest nunber of
residents the pipeline coordination group was being told which
route to run. That is not what he feels the |egislature should
be involved with; rather, there needs to be the ability to | ook
at either project/either route and a decision nmade on the facts.
He wants it to be clear that it is gas orientated, not route
ori ent at ed.

REPRESENTATI VE GUTTENBERG noted that residents are people as
conpared to wutilities. He inquired whether it could include
utilities.

REPRESENTATI VE CHENAULT responded that it could, but it is known
that if gas is to residents of the state so will the utilities
be.

COCHAIR JOHNSON interjected that he thinks nopst of the
utilities in the state are cooperatives and represent residents.

2:41: 07 PM

CO- CHAIR NEUMAN said getting power over to Donlin Creek Gold
M ne and the econom es of scale nust be |ooked at in addition to
the greatest nunber of people. The project could continue to
grow from where it is today and over to western Al aska. He
presuned the sponsor's intent is to have gas at a reasonable
cost to the residents of the state; for exanple, it would not be
for export of liquefied natural gas (LNG to China.

REPRESENTATI VE CHENAULT replied that all Al aska residents should

have the opportunity. The hope is - if the first line is ever
constructed - that at a future date it will effectively help al
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Al askans across the state, but certainly not with this one
particul ar pipeline and certainly not at the very beginning. At
a future date there would be opportunities for additional
pipelines or LNG and other options to be able to affect the
energy costs of Al askans. He does not have a problem wth
putting Al askans in there, but he thinks residents pretty much
covers the issue that needs to be covered.

CO CHAIR NEUVAN said he does not intend to offer an anendnent,
but only wanted clarification from the sponsor that the intent
is residents of the state.

CO- CHAIR JOHNSON offered his appreciation for this [|anguage
because he thinks there is also an opportunity for a pipeline to
have offtakes for taking high-value gas and propanes to other
parts of the state and he does not w sh to exclude the people in
t hose areas. He renoved his objection. There being no further
obj ection, Anendnent 3 was adopt ed.

2:44: 44 PM

REPRESENTATI VE SEATON noved to adopt Conceptual Anmendnent 4,
stated as foll ows:

Page 2, line 12:
I nsert "Reports are due on the fifteenth of the
month follow ng the nonth covered by the report.™

CO- CHAI R NEUVAN obj ect ed. He said nuch of this could be
nitpicked to death and he feels a date is wunnecessary; for
exanple, where the I|ine is drawmm if the fifteenth of the

following nonth falls on a weekend.

REPRESENTATI VE SEATON argued that a report due date follows the
idea of this bill - it sets a deadline. Wthout a date the
monthly reports could be submitted six nonths later. The | aw
shoul d be specific enough that the people generating the reports
know when they are due, whether that due date is the thirtieth
day of the nonth follow ng or sone other date. He said it does
not matter how nmany days it is, there just needs to be a
tinmeline set for when they are due.

2:47:37 PM

CO CHAIR JOHNSON appreciated both argunents, but said he is
concerned about a date certain on the fifteenth.
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REPRESENTATI VE SEATON wi t hdrew Concept ual Amendnent 4.

REPRESENTATI VE SEATON noved to adopt Conceptual Anmendnent 5,
stated as foll ows:

[ Page 2, line 12:]
[Insert] "Reports are due at the end of the nonth
followi ng the nonth for which that report is covered.”

CO CHAI R NEUMAN objected, then renoved his objection. There
bei ng no further objection, Conceptual Amendnent 5 was adopt ed.

2:49: 06 PM

REPRESENTATI VE SEATON noved to adopt Conceptual Anmendnent 6,
stated as foll ows:

Page 3, line 18, after "econom cal"
| nsert "to construct”

CO CHAI R NEUMAN obj ect ed.

REPRESENTATI VE SEATON noted that the sponsor had previously said
this anmendnment was advisable and inquired whether the sponsor
still agrees.

REPRESENTATI VE CHENAULT said that is the intent so Conceptual
Amendnent 2 woul d be accept abl e.

CO- CHAIR JOHNSON clarified that this is just picking the route
and therefore he believes the amendnent is appropriate.

CO- CHAI R NEUMAN cont ended the anmendnent is unneeded wordsmithing
that could tie people's hands. He naintained his objection.

A roll call vote was taken. Representati ves Johnson, Seaton
and P. WIlson voted in favor of Conceptual Amendnent 6.
Representati ves Neuman, Guttenberg, and O son voted against it.
Therefore, Conceptual Amendnent 6 failed by a vote of 3-3.
2:53:56 PM

REPRESENTATI VE SEATON noved to adopt Conceptual Anmendnent 7,
stated as foll ows:

Page 4, lines 13-14:
Del ete "and give priority to"
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CO CHAI R NEUMAN obj ect ed.

REPRESENTATI VE SEATON expressed his concern that including these
words in the bill could run afoul of other statutes. Renovi ng
the words would get around this potential problem while stil
directing state agencies to cooperate.

REPRESENTATIVE P. WLSON commented that she questioned this
| anguage during the sponsor's testinony and he assured her at

the tine that he would check into it. She said she is hesitant
to do something until the sponsor does sonething and therefore
her vote on adopting the amendnent will be no.

2:56: 21 PM

CO CHAI R NEUVAN argued that he thinks priority nust be given to
an in-state gasline and priority is what Al askans want. He does
not think the bill's current |anguage gives perm ssion to break

the | aw of existing statute.

REPRESENTATI VE OLSON obj ected to the anendnent because he thinks
it will cost tine and he does not want to be here four years
fromnow trying to explain to constituents why sonething has not
been started.

REPRESENTATI VE SEATON said there is no intent to slow things
down; rather, he thinks it avoids a l|egal problem that m ght
sl ow t hings down. He withdrew Conceptual Anendnent 7 with the

understanding that the sponsor plans to check on this before the
bill's next hearing.

CO CHAIR JOHNSON held over HB 369 and said he wll open public
testinony when the bill is considered again on Monday, 3/1/10.

2:59: 37 PM
ADJ QURNIVENT

There being no further business before the commttee, the House
Resources Standing Comm ttee neeting was adjourned at 3:00 p. m
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