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TOM WRI GHT, Staff

Representative M ke Chenaul t

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: During the hearing on HB 369, outlined the
di fferences between the proposed commttee substitute, Version
E, and the original version of the bill on behalf of the
sponsor, Representative Chenault.

ROBERT SVENSON, Project Manager

In-State Gas Project

Al aska Mental Health Trust Land O fice
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Anchor age, Al aska

POSI TI ON  STATEMENT: During the hearing on HB 369, answered
gquesti ons.
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Juneau, Al aska

PCSI TI ON  STATEMENT: During the hearing on HB 369, answered
guesti ons.

REPRESENTATI VE M KE CHENAULT

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: As the sponsor, answered questions during
t he hearing on HB 369.

ACTI ON NARRATI VE
6: 26: 24 PM

COCHAIR MARK NEUMAN called the House Resources Standing
Commttee neeting to order at 6:26 p.m Present at the call to
order were Representatives Edgnon, Quttenberg, Kawasaki, Tuck,
Johnson, and Neuman. Representative Seaton arrived as the
nmeeti ng was in progress.

HB 369- 1 N- STATE PI PELI NE/  MANAGER/ TEAM

CO CHAIR NEUMAN 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
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Joint In-State Gasline Developnment Team and the In-State
Gasline Steering Conmittee; and providing for an effective
date."

6: 27: 33 PM

COCHAIR JOHNSON noved to adopt the proposed conmttee
substitute (CS) for HB 369, |abeled 26-LS1527\E, Cook, 3/2/10
("Version E"), as the working docunent.

CO- CHAIR NEUMAN objected for explanation purposes of the
di fferences between the original bill and Version E

TOM WRI GHT, Staff, Representative Mke Chenault, Alaska State
Legi sl ature, expl ai ned that Version E incorporates the
commttee's anendnents that have been adopted to date. The
partially exenpt service for the in-state gasline project
manager was changed to exenpt service, a change which was
requested by the adm nistration. The words "the greatest nunber
of" were deleted frompage 3, [line 19 of the original version],
so as not to pre-determne the route of the gasline. A
representative of the Denali Borough was added to the list of
steering conmttee nenbers. Lastly, the language ", except for
requests from the Al aska Gasline Inducenent Act coordinator ..."
was inserted on page 4, line 13 of the original version, after
t he second "and".

6: 29: 54 PM

CO- CHAI R NEUMAN renmoved his objection to adopting Version E as
t he working docunent. There being no further objection, Version
E was before the conmittee.

6: 30: 17 PM

COCHAIR JOHANSON noved to adopt Anendnent 1, |abeled 26-
LS1527\E. 1, Cook, 3/ 8/ 10, witten as follows [ origi nal
punct uation provided]:

Page 3, line 13:
Delete "by July 1, 2011, and take actions
necessary"

Page 3, line 14:

Del ete "2015."

| nsert "2016. The devel opnent team shall make a
commercial offering by July 1, 2011. The comrerci al
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of fering nust consist of the issuance of a request for
proposals to potential in-state natural gas pipeline
project developers who wll ow the project or a
portion of it. The request for proposals nust require
that commercial evaluations in the proposals be based
on engineering and permtting conpleted by the state
and its contractors and that proposals include
rei nbursenent for the cost incurred by the state of
data and interpretation of data. The request for

proposals nust include notice that proposals wll be
analyzed by the state, together wth terns and
conditions for selection. The devel oprment team shall

report to the legislature on the date the conmmercial
offering is ready."

Page 3, line 30:
Del ete "for construction of"
Insert "to neet construction deadlines for"

Page 4, line 6:

Delete "by July 1, 2011, and report to the
| egi sl ature by that date"

Insert "to enable natural gas to flow down the
pi peline by 2016"

REPRESENTATI VE KAWASAKI obj ect ed.
6: 30: 38 PM
CO- CHAI R NEUVAN requested M. Wight to explain Anendnment 1

MR. WRIGHT responded that Anendnent 1 was forwarded at the
request of the admnistration. He deferred to M. Bob Swenson
for further explanation.

6:31:51 PM

ROBERT SWENSQN, Project Manager, In-State Gas Project, Al aska
Ment al Health  Trust Land Ofice, Depart ment of Nat ur al
Resources, in response to Co-Chair Neunan, stated his title has
not changed since he took this position and he thinks his
position is simlar to the one discussed in HB 369. In further
response, he said that in reference to HB 369 he assunes his
duties and authorities are the sane as those for the proposed
proj ect manager.

6: 32: 53 PM
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VR. SVEENSON, in additional response to Co-Chair Neunman

explained that Amendnment 1 talks specifically to ensuring
construction readiness by July 1, 2011. The fiscal note
presented to the conmttee last week relates in particular to
the engineering necessary to bring a project of this nagnitude
to construction-readiness by that tinme frane beyond what is
currently going on in the project. This woul d include bringing
to fruition, as of July 1, 2011, the Class 4 cost estimates, the
permtting process from the right-of-way, and the Environnenta

| npact Statenment (EI'S) process. He said the first two changes
proposed by Amendment 1 in regard to page 3, lines 13 and 14, of
Version E, would put the project on the current fast-track
tineline that the engineers in his project are already working
on and would bring the entire project into readiness for a
commercial offering as initiated |ast year by M. Harry Noah.

6: 35: 04 PM

CO CHAI R NEUVAN inquired why not keep the ball rolling as fast
as possible and why take out the deadline of July 1, 2011

MR. SWENSON replied the ball is already rolling on the project,
and the tineline is an accelerated, fast-track tineline to

ensure gas is flow ng by 2016. In regard to renoving the 2011
| anguage, he said the ongoing engineering work will provide the
cost of transport analysis for a nunber of different options,
and will enable looking at the various options and
configurations of the pipeline so that the pipe can be ordered
once the engineering process is finalized. If a process is
started to neet that deadline of July 1, 2011, the initial
costing, options, and engineering wll not have been done to

make that anal ysis.
6: 36: 19 PM

CO CHAI R NEUMAN asked what was the original tinmeline proposed by
M. Noah.

MR. SVENSON answered he believes that on Decenber 14, 2009, M.
Noah proposed a tineline of 2015, which at that tinme M. Noah
stated was a very aggressive tineline. At that tinme, [M.
Noah's teanml felt the primary gas source would be the Gubik
field in the foothills of the Brooks Range, which has a very dry
met hane gas simlar to Cook Inlet gas that requires little
processi ng conpared to Prudhoe Bay gas. However, the project
team has since noved to |ooking at gas from the Prudhoe Bay or
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Poi nt Thonson ar ea. That gas requires a significant armount of
processing to renove the 12 percent carbon dioxide, as well as
the hydrogen sulfide and other inpurities; this increases the
timeline for putting gas into a pipeline by one year to 2016.

6: 37: 39 PM

CO CHAI R NEUMAN sai d several options are being |ooked at and al
of those options were considered when the date was put forth, so
he is therefore resistant to taking out the tine-specific dates.
He inquired what woul d happen if the dates stayed in the bill.

MR. SVENSON responded that the 2015 and 2016 dates are goals.
He said it is inportant to understand the process necessary for
getting to the point of ordering pipe and determ ning the pipe
configuration. A nunber of aspects wthin the tineline are
beyond the teams control, such as the permtting process and
the availability of pipe and facilities. He requested the
engineers to provide him with three different tinelines, he
rel at ed: a very aggressive fast-track tineline, a nore
realistic tineline that considered the possibility of delays,
and a tineline of certainty. The tinelines he was provided were
2016, 2017, and 2018 respectively. He added that M. Bill
Sparger (ph), an engineer with 40 years experience in pipeline
construction, is available online to answer questions in this
regard.

CO CHAIR NEUMAN understood that mssing a sea-lift for a gas
treatment facility at Prudhoe Bay could throw things off by a
year; another option is a gas treatnent facility on the southern
end of the gas pipeline. The aggressive tinelines are what he
i kes best about this bill, he said.

6:41: 23 PM

REPRESENTATI VE TUCK inquired why the Gubik gas field is no
| onger consi dered an opti on.

MR. SVENSON replied that what he neant was during the initial
phase of this project the primary gas source was the GQGubik

field. "Anadarko" has drilled wells in the Gubik field and is
in the process of analyzing them so the Gubik reserves are
currently unknown. The project team has since changed the
primary target to the North Slope/Prudhoe Bay region, and while
the Gubik field is still an option, it is no longer the primry
opti on.
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6:42: 35 PM

REPRESENTATI VE TUCK surm sed the reason why the North Slope has
becone the priority is because an understandi ng of the QGubi k gas
field is not as far as had been expected.

MR.  SWENSON answered yes. He explained that in any |arge
project it is very inportant to have reserves and there is a
difference between reserves and resources. Resource just

i ndicates how nuch gas is thought to be there, while reserves
are actually booked wth the nunber of well penetrations and
there is a very good technical understanding of the resource
that is avail able. A sequence of |ooking at reserves mnust be
undertaken to finance any large project like this. If the
reserves were actually booked in the Gubik field and were enough
to provide resource to this gas pipeline, then it would becone a
very viable option in that process.

6:43: 41 PM

REPRESENTATI VE TUCK asked how long it will take for the Gubik
field to becone a reserve of known quantity.

MR. SWENSON responded that that is up to the level of drilling,
t he developer of that field, and how many wells can be drilled
in a season. The Qubik field is in a very renote area by the
Colville River in the central North Slope area. Access,
permtting, and the nunber of wells that can be drilled in such
a renote area is therefore limted. The nunber of wells it
woul d take to actually delineate that resource is unknown, but
it wuld take a nunber of wells to do that. It is not years and
years away, but it is certainly a nunber of seasons away.

6: 44: 43 PM

REPRESENTATI VE KAWASAKI inquired as to the reason for deleting
"and take actions necessary" [from page 3, line 13].

MR. SVENSON replied that his project is currently in the first
phase of the engineering process, which is the engineering to

define the <cost of transport. Getting to the point of
sanctioning a project and construction-readiness takes a
significant anmount of additional engineering. It wll take

another two to three years to use that initial cost of transport
in evaluations of the 16 different options, determ ne which
option nmakes the nost sense, and then do the very detailed
engi neering on that option. To be construction ready by July 1,
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2011, would require stopping the current costing process and
i mredi ately picking a specific option and noving forward on that
engi neeri ng. It is the detailed cost engineering that takes a
project to the point of sanction, he explained, and M. Sparger
could provide further details.

6:47: 05 PM

REPRESENTATI VE KAWASAKI noted there are other sections wthin
Version E that say take any actions necessary for construction
to begin; for exanple, page 4, lines 5-6. He surm sed that
these lines and others would al so need to be anmended in order to
follow the sanme |ine of |ogic.

MR. SVEENSON answered correct.

CO- CHAIR NEUMAN reiterated that he is resistant to changing the
July 1, 2011, deadline.

6:48: 10 PM

CO CHAIR JOHNSON requested M. Swenson to address what a one-
year delay would cost in terns of tine val ue of noney.

MR. SWENSON responded he cannot address that from the standpoint
of tinme value of noney, but he can address the efficiencies
afforded by that additional engineering work. Under his
project's current schedule, the costing for transport wll be
done on the 16 different scenarios by July 2010. There are four
different pipeline configurations and a nunber of different
t hroughput scenarios from 250 mllion cubic feet per day on up
to 1 billion cubic feet per day. Those ongoi ng anal yses w |l
provi de an understanding of the options available, including the
types of gas found on the North Slope and Cook Inlet. Once a
specific configuration is chosen, the next phase of work wll
take it through the optimzation. A nunber of different
processes in that engineering effort help optimze what wll
ultimately be built and sanctioned. At the end of that process
it will be known what type and schedule of pipe is needed and
what the netallurgy of that pipe needs to be, given the
permafrost and faulting along the route. From the standpoint of
cost savings in the overall project, the tineline that he is
laying out will optimze the |ong-term savings of the pipeline
as well as the construction cost savings.

6: 50: 49 PM
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COCHAIR NEUMAN, in response to Representative Quttenberg,
requested that nenbers stay focused on the first [of the four
changes] proposed by Amendnent 1. He stated that the proposed
deletion on page 3, line 13, of Version E may not sound I|ike
much, but it is much because it takes out a lot of teeth. He
reiterated his hesitation to do this.

CO-CHAIR JOHNSON said he shares Co-Chair Neuman's concern in

regard to a del ay. He said he is unsure that the year delay
hol ds wat er because efficiencies will be gained when additiona
expertise is brought into the planning. He asked whether

Amendment 1 is divisible.

CO CHAI R NEUMAN responded that is why he wants to | ook at [each
of the four changes] individually. He remai ned unconvi nced of
the necessity for deleting the July 1, 2011, deadline.

6:54:10 PM

REPRESENTATI VE GUTTENBERG noted that the devel opnent team woul d
be working with the steering commttee, yet there is no nention
of when steering commttee nenbers would have to be appointed or
what constitutes a quorum for starting action. He said this
m ght need consi deration |ater on.

CO CHAI R NEUVAN agr eed. He noved discussion to the second
change proposed by Amendnent 1.

MR SWENSON read aloud to the commttee nenbers the second
change proposed by Amendnent 1.

6: 56: 54 PM

COCHAIR JOHNSON, in regard to the proposed second change,
i nqui red whether the l|language related to requests for proposals
fits within the procurenent code. He further asked why this
| anguage needs to be included.

MR. SWENSON replied the language is being provided to describe
what a conmmercial offering is for the pipeline. The procurenent
code and the | anguage associated with the procurenent code would
have to be foll owed. In response to further questions from Co-
Chair Johnson, he said the |anguage has not been vetted by
"legal" and it was not witten by himor the adm nistration; it
was suggestion to the sponsor. He said he hel ped Representative
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Chenault's staff nenber to understand what a commercial offering
is in a pipeline bidding.

[ Co- Chai r Neunan passed the gavel to Co-Chair Johnson. ]
6: 59: 49 PM

CO CHAIR JOHNSON said he thinks the term commrercial offering
shoul d be defined and suggested that a definition be included at
the end of the bill.

MR. SVENSON al | owed that that very well nmay be the case.
[ Co- Chair Johnson returned the gavel to Co-Chair Neuman. ]
7:00: 54 PM

REPRESENTATI VE GUTTENBERG inquired why it is the devel opnent
team and not the project nmanager that is making the comrercial
of fering. He further asked if the |anguage on lines 13-14 of
Amendnment 1 directing the developnment team to report to the
| egislature on the date the comercial offering is ready is
included in the amendnent in case the offering is ready before
July 1, 2011. He surmised that it would be a public report with
a press rel ease.

MR. SVENSON, in regard to a report, responded that the current
work being done on the project is the pipeline costing of the
different options. The secondary part of the project is to |ook
at right-of-way and permt issues, and once those issues are
finalized the project would be ready for a comercial offering.
July 1, 2011, would be a mninum date that that would be ready.
If it was ready beforehand, the legislature would be notified of
t hat date.

REPRESENTATI VE GUTTENBERG commented that July 1, 2011, seens
like a definitive date.

MR, SVENSON nodded yes.
7:03: 02 PM
CO- CHAI R NEUMAN asked whether it is M. Swenson's intent as the

project mnmanager to have all the permts ready to sell to an
i ndependent person or conpany to build an in-state pipeline.
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MR. SWENSON replied correct; it has always been the focus of
this project to get the permtting and engineering to a point
where it can be put out for a comercial offering to a
cormercial entity or group of entities that would build the
pi pel i ne.

7:04:11 PM

CO- CHAI R NEUMAN i nquired whether it neans that the state's ties
to that information and ownership of this project are severed if
the permts are sold to recoup the state's expenditures.

MR. SVENSON answered that that was the original intent, as was
stated by M. Noah in his presentation on Decenber 15, 2009.
The project has continued with that process to get ready for
that commercial offering; the project has al so been working with

various producer groups and pipeline groups, as well as
downstream consunmers of the gas. That does not require,
however, that the state not invest in the pipeline. It is just

to put it out for that comrercial offering once the project has
the permts and detailed costing in hand.

7:05:38 PM

CO- CHAIR NEUVAN surm sed that if the state severs ownership it
woul d have no involvenent and would not be beholden to the 0.5
billion cubic feet per day limtation on an in-state gas
pi pel i ne.

MR. SVENSON responded he does not think it precludes the state
from being involved in the building of the pipeline. The only
thing the commercial offering does is offer a data set and three
permts - the state and federal rights-of-way permts and the
environnmental inpact statenent permt - to a comercial entity.
It does not nean the state is precluded from investing in that
process.

7:07:26 PM

VR. SVEENSON, in response to Representative (Quttenberg,
reiterated that he does not believe a comrercial offering
precludes the state from becomng involved in either the
financing portion of this, or in incentives on either the
upstream or downstream side, or actually being involved in the
construction process.
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CO- CHAIR NEUVMAN comrented that rmaybe the permanent fund
[earnings] will finance the pipeline, should the people of
Al aska say so.

7:08: 19 PM

CO CHAIR JOHNSON asked whether M. Swenson would consider it a
responsive or non-responsive bid if soneone made a bid to build
the pipeline that did not include reinbursenent to the state.

MR. SWENSON replied that the current |anguage on line 11 of
Amendmrent 1 suggest s t hat t he pr oposal nmust i ncl ude
rei nbursenent for the cost incurred by the state. That does not
preclude the state from being involved in future activity,
future engineering, future bonding, or financing of the project.

COCHAIR JOHNSON said he reads this part of the anendnent as
nmeaning there would be a no-call if proposals do not include
rei nbursenent for the cost incurred by the state, as opposed to
bringing sonething forth to the legislature to decide whether to
throw the state's cost into the pot to sweeten it so it would
reduce tariffs. He inquired whether this is also M. Swenson's
under st andi ng.

MR. SVENSON answered that that is not his understanding of the
current | anguage. He said this |anguage canme from the origina
appropriations which provided that the work done by M. Noah and
the pipeline team was to be reinbursed by a second party or
comercial entity that would be building the pipeline.

CO CHAIR JOHNSON asked whether that is in statute or is an
understanding of what M. Noah and the pipeline team wanted to
do.

MR. SVENSON responded he believes it is in the appropriations.
7:11: 05 PM

REPRESENTATI VE GUTTENBERG inquired whether the reinbursenent
could be in reduced tariffs simlar to what is in the Al aska
Gasl i ne I nducenent Act (AGA).

MR. SWENSON replied he believes it could be in any way that the
state becomes reinbursed for that noney. However, it is

inportant to note that sone of the data that has been used to
develop the project to date is actually data the state is using
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with its partner, ENSTAR  Therefore, the state or the purchaser
woul d need to reinburse that group for that data set.

7:11:52 PM

CO CHAI R NEUMAN asked what | ast year's appropriation was for the
in-state gas project.

MR. SVENSON answered $8.3 nmillion.

CO-CHAIR NEUMAN noted that the governor's budget included
another $6.5 mllion for a total of about $15 mllion. Thus

this portion of Amendnent 1 would put a screeching halt to a | ot
of things if the state is unable to sell the data and permts
for at least $15 mllion.

MR. SWVENSON r esponded correct.
7:13:17 PM

CO- CHAIR NEUWAN further calculated that the total cost would be
nore like $20-$25 million given that other state entities have
been funded to gather information, such as the Alaska Natural
Gas Devel opnment Aut hority (ANGDA)

MR. SVENSON replied that this $25 mllion invested by the state
for the permtting and initial costing estinmates is a very snal
portion of the overall engineering that nust be conpleted. The
original fiscal note for the overall project is over $380
mllion just for the detailed engineering to get to a point of
sanction. That does not include the $500 nmillion or greater for
the ordering of pipe, facilities, and cost associated wth
buil ding the pipeline. He believes the anmpbunt of work that has
been done and currently underway covers nearly all of the
possi bl e options that could be used. He thinks this part of the
amendnent specifically speaks to a pipeline conpany not com ng
in without | ooking at the current data set done by the state and
ENSTAR and using that data for its proposal and reinbursing the
state for that work. It does not speak to the hundreds of
mllions of dollars of work that will be necessary to bring the
project to sanction.

7:15:16 PM

CO CHAIR NEUVAN mai ntained that this project would stop if the
July 1, 2011, deadline is taken out and the state does not get a

HOUSE RES COW TTEE - 13- March 8, 2010



proposal from a conpany who wants to own the project and
rei mburse the state

MR. SWENSON answered he does not believe that is correct and an
alternate interpretation wuld be that if a proposal is not
received using the data and right-of-way permts provided by the
state, then the state can choose to nove forward with either an
alternate commercial offering or continuation of the engineering
that is ongoing. There wll not be a break in time specifically
for that. Amendnent 1 attenpts to provide an opportunity for
the state and its partners to be reinbursed for the work that
has been done to date, and that is all it does.

7:16:45 PM

CO CHAIR NEUVAN said that if a conpany wanting to build an in-
state pipeline uses none of the state's information, then none

of this matters. If a conpany uses the state's information,
which is the hope, then the state gets sone reinbursenent on
t hose costs; however, he doubts reinbursenent will be at 100
per cent . He interpreted M. Noah to have been saying that the
project will attenpt to recover the maxi num anmount possible and
hand the project off to private industry. Under the current

| anguage in Amendnent 1, he believes the state would be required
to receive 100 percent of its costs and if this did not happen
the project would be stopped.

MR. SVENSON responded he does not believe it would stop the
project; rather, it would stop the process of that request for
proposal s.

CO- CHAIR NEUVAN said it would stop the process of the request
for proposals for building an in-state gas pipeline.

MR. SWVENSON offered his belief that the reasoning behind the
| anguage in Anendnent 1 is to attenpt to reinburse the state for
the costs to date, as was always stated from the beginning of
this project. If this language is not included, it is his
belief that a comercial entity comng into the request for
proposal s woul d not offer that reinbursenent of costs.

7:18: 54 PM
CO CHAI R NEUVAN suggested it could be said that the state w |

do the best it can to nake back as nuch of the invested noney as
possi bl e. There is a direct long-term benefit to the state in
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provi ding jobs, he said, and he will be |ooking at the anmendnent
further in this regard.

MR. SVEENSON sai d he under st ood.
7:19: 42 PM

CO CHAI R JOHNSON i nqui red whether treble damages woul d be queued
if the state took del ayed paynents for its costs or did not take
all the paynents at once.

MR. SVENSON replied he does not know the answer at this tine.

CO CHAIR JOHNSON added that del ayed paynments would be a benefit
of getting to use the state's nobney over a period of tine.
However, he said he is pretty sure that the intent of AG A would
be violated if the state also offered the benefit to a conpany
of a pipeline that carries over 0.5 billion cubic feet per day.
Waile that is a policy call that would be nade at that tine, the
way this part of Amendnent 1 is structured the state would have
a problem if a check is not witten for 100 percent

rei nbursenent and the pipeline is designed for over 0.5 billion
cubic feet per day. He said he wants to ensure that the
| egislature has that policy call and not sonme procurenent

officer witing a request for proposals with this [|anguage.
When the request for proposals is issued, he wants it to be as
broad and open as it can possibly be to get as nany people at
the playing table as possible and this portion of the anmendnent
does not do that.

7:21: 34 PM

REPRESENTATI VE TUCK recogni zed that the reason for deleting "by
July 1, 2011, and take actions necessary" is because there is
still a lot of study to do on the 16 different options with 4
different configurations; therefore, additional tinme is needed
because the state does not want to conmit in one direction or
anot her. However, the second change proposed by Anmendnent 1
would require a commercial offering by July 1, 2011. He asked
what the state would have for the comrercial offering that is
different than what the state would have in the original
commttee substitute which states that an in-state natural gas
pi peline woul d be begun by July 1, 2011

MR. SWENSON answered it is inportant to understand the process

of building a pipeline of this nagnitude. The work started by
M. Noah and M. Noah's team which is the work that he is now
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continuing, is the initial costing - the initial |ook at what
different configurations of the pipeline are feasible and
| ooki ng at what that cost of transport is. Those cost estinmates
and that engineering are significantly less than being able to
construct. This initial scoping of the project is what any
reasonabl e pipeline conpany would do. To get to a position of
construction-ready the project nust be taken to a nuch higher
| evel of engineering. A significant anmount of detailed design
work is needed to get the project fromthe Class 4 estimates to
Class 3 and 2 estinmates, and to get to the point where pipe can
be ordered or the project sanctioned. Once the project is
sanctioned, a significant anount of engineering design work has
been done, as well as hazards work, and work along the pipeline
route to ensure optimal |ocation of the pipeline. Al of the
initial scoping work will be done by July of this sumer, at
whi ch point all of the options wll have been worked through and
the cost of transport conpleted. Wrk will then begin on the
cost of service from the North Slope to consuners. The next
phase of engineering is very, very detailed engineering. He
said M. Sparger is available to explain these details if the
conmittee w shes.

7:25:41 PM

REPRESENTATI VE TUCK understood that what the state will have by
July 1, 2011, is the basic scoping and cost for a comrercial
of feri ng. A much higher level of detailed engineering is
necessary to actually get the project underway. He surm sed
that by having July 1, 2011, remain in the original conmttee
substitute, the expectation would be that the project is ready
to build; however, the state will not be there at that tine
because all that will be done by then is a general cost estimate
of transportation.

MR. SVENSON r esponded correct.

REPRESENTATI VE TUCK noted that " Baker and Associ at es" is

perform ng nmuch of the current work. He inquired whether the
duration of this consultant's services wll be beyond or up to
July 1, 2011.

MR. SVENSON replied the current contract runs to July 1, 2011.
REPRESENTATI VE TUCK presuned that wunder this second change in

Amendnent 1, the hope is for the state to get reinbursed for
"cost incurred by the state of data and interpretation of data."”
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He asked whether in addition to the cost of gathering the data,
the cost includes any legal or financial interpretation.

VR. SVWENSON  answer ed t hat specifically t he data and
interpretation of the data is the engineering work for those
cost estimates, which is the work that has been done by "Baker
and Associ ates” and their subcontractors.

7:28: 00 PM

CO- CHAIR NEUWAN called attention to the |anguage on lines 12-13
of Amendnment 1 which states, "The request for proposals nust
include notice that proposals wll be analyzed by the state,
together with terns and conditions for selection.” He said he
thinks the intent of HB 369 is to have an in-state natural gas
devel opnment team be independent of that because right now there
is a lot of concern that the current in-state gas pipeline team
does not have enough independence. He inquired whether people
within the admnistration will analyze the proposals and have
the ability to decide whether to accept them

MR. SVENSON responded the analysis of the proposals wll be done
from fiscal and technical standpoints and |ooking at whether the
conpany proposing to build the project has the ability to
conplete a project |ike this. Contractors will be hired to do
that analysis because there is not the full expertise in-house
to nake determnations on the detailed engineering and the
costing. Therefore, it will be both the state and contractors.

CO CHAI R NEUVAN surm sed M. Swenson's answer was Yyes.

MR. SVENSON replied yes.

7:30: 04 PM

CO CHAIR NEUVAN said he still has concern about getting ful
rei mbursenent of the costs. He understood M. Swenson wll
depend upon outside analysis and experts on this, and allowed
that peer review is a good thing. He further understood that

this means the adm nistration, not the developnment team wll
deci de whether to nove forward on this.

MR. SVENSON answered he believes the devel opnent team proposed

by HB 369 would be the primary group that analyzes the
proposals, not a single entity.
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CO CHAI R NEUMAN under stood the proposals will be analyzed by the
state and if the state makes a finding that it does not |ike the
proposals it can say no and not accept the proposals.

MR, SVENSON r esponded correct.
7:31:23 PM

CO CHAI R NEUVAN asked whether any of the 16 different options
include a cost analysis for both a 48-inch gas pipeline and a
24-inch line from Prudhoe Bay to tidewater.

MR. SVENSON replied the work he is specifically discussing here
is just for the 24-inch line from the North Slope to tidewater
in the Cook Inlet, with offtake points in Fairbanks. There are
numerous other options for bringing gas from the North Slope
into the Railbelt region. As proposed from the very beginning,
this project has been worked as a backup plan in case AGA is
not finalized in a tinmely manner. If AJA is sanctioned, the
necessity of running a 24-inch line to the North Slope would no
| onger exist. So, if [an AG A pipeline] is not sanctioned by
the tine the "stand-alone"” line is ready, then the state would
continue with the stand-alone line and the [pipeline capacity]
i ssue of nore than 500 million cubic feet per day becones a non-
i ssue because there would be no AG A at that point in tinme.

CO CHAI R NEUVAN understood M. Swenson to be |looking at this as
a Plan B should a | arge dianeter pipeline not work.

MR. SVENSON answered correct. It has been stated fromthe very
beginning of this project that it is a backup plan to the AG A
process, or a large dianeter line from the North Sl ope. The
cost associated with gas from a large dianmeter line into the

Rai |l belt would be - just from the standpoint of distance - mnuch
| ess than gas froma single 24-inch line fromthe North Sl ope.

7:34:56 PM

CO- CHAI R NEUMAN st ated he does not think of this as a Plan B and
that there is room for both projects to nove forward. He said
he is very frustrated to be hearing this project is Plan B and
he believes the proposed provisions on |lines 6-14 of Amendnent 1
are nore roadbl ocks.

MR. SVENSON replied that when he nentioned Plan B he was not

suggesting that his teamis noving forward as a Plan B. There
is no plan to slow down the ongoing planning and engineering
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process, he stressed. It will continue in parallel with the
ongoing planning process for the large dianeter [AGA] Iine.
When he says Plan B, he neans it is a backup plan to the |arge
di aneter pipeline because the gas associated with a 48-inch
line, and the state's ability to access that gas, wll be
significantly cheaper than building a line to the North Sl ope
and the tariff associated with that. It does not nean his team
is slow ng down or changing the process in any way while working
in consort. He stated his belief that when testifying before
the legislature M. Noah presented very simlar views of this
project. The teamis working incredibly hard to ensure that the
state has this as an option for in-state gas.

CO- CHAI R NEUVAN continued to disagree with M. Swenson
7:38: 09 PM

CO- CHAIR JOHNSON said Co-Chair Neuman is going down the sane
road he is. He inquired whether M. Swenson knows why he is
before the conmttee today and why HB 369 was introduced.

MR, SWENSON assuned it is the frustration associated with a
pi peline not being built currently.

CO- CHAIR JOHNSON said that is a very good assunption. He said
another reason is that it also appears to himthat a civil war
is going on in the adm nistration. He said this project is not
a Plan B for the citizens he represents; rather, the big
pi peline ought to be Plan B. H's priority is getting gas for
Al askans. He said he is prepared to wthdraw Amendnment 1
because he sees nothing but delays and there is nothing in it so
far that excites him

MR. SVENSON stated he and Co-Chair Johnson are exactly on the
sanme page. Hs first priority is getting gas as quickly as
possible to the citizens of Al aska, and that is his primry
objective in his job. Wen he says Plan B he is not nmeaning it
has to be at a later date or is an either/or proposition. The
way his team is working right now on this project is to nake
sure that the state has availability of North Slope gas, which
is currently stranded, into the Railbelt region. Hs team is
working as quickly as it can wth the budgets that have been
provi ded. The team is on track, under budget, and gas wll be
supplied to the Railbelt whether it be via a stand-alone line or
a large dianeter pipeline, if the projects nove forward.
Amendnent 1 is specifically to put the state in the position of
being able to go through the engineering effort that is required
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to put together a project of this nmagnitude and provide a
commercial offering as of July 1, 2011, and, currently, his team
is on track with that. The project wll continue forward
dependi ng upon what the comrercial offering provides and also
dependi ng upon what the legislature decides to do at that point
in tinme as far as investnent in the pipeline and continuing on
with the project to fruition for providing gas to both the Cook
I nl et and Fai r banks regions.

7:43: 06 PM

CO CHAIR JOHNSON surmised that from what M. Swenson is saying
this legislation is not needed.

MR. SVENSON responded he cannot address whether the |egislation
is absolutely necessary. He said he believes a lot of the
| anguage in HB 369 is being undertaken by his team including
talking with the other agencies and naking sure there is not a
civil war. He has worked wth the Alaska Natural Gas
Devel opnent Aut hority ( ANGDA) and t he Depart ment of
Transportation & Public Facilities (DOT&PF). He is nore than
willing to work wth any of the other state agencies and
entities, including the Alaska Railroad and the Al aska Housing
Fi nance Corporation, to ensure continued developnment of this

pr oj ect . Hs team is noving forward in as quick a fashion as
possible and is trying to ensure that it is an optim zed project
that will cost the least anmobunt of noney and provide the

majority of the gas to the majority of the people in the state.
He said he thinks the legislation as currently witten wll
cause significant issues with his teanmis ability to do the
engineering that will optimze that work. The anendnents were
initially offered to help stay on the track that his team is
currently on and nove the project forward.

7:44:50 PM

CO CHAI R NEUMAN presuned that M. Swenson is about as frustrated
now as M. Noah was when M. Noah left. He posed a scenario in
which a 48-inch line is built from Prudhoe Bay to Fairbanks that
can carry 5.5 billion cubic feet per day, which would nake 1.0
billion cubic feet per day available for in-state. The cost

estimates he has seen on such a line range from a difference of
$1.3 billion to $1.7 billion between a 24-inch line and a 48-
inch line, so he is assumng a nmedium difference between the two
lines of $2 billion. Punping 4 billion cubic feet per day woul d
take four conpression stations at $250 million each for a tota
of $1 billion. To run those operating costs and the wite-down
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of those plants in five or six years would be another $1

billion. If both these projects are continued, the conpressor
that is in the Prudhoe Bay gas treatnent plant can nove 1.0
billion cubic feet of gas per day down a 48-inch line with no
addi tional conpressor stations. So now, $2 billion has been
elimnated from the cost to still have the availability of 1.0
billion cubic feet per day of gas in-state and still have the
availability to add four conpressors. This would keep both

projects as Plan A
7:48:49 PM

MR  SWENSON replied he is wunsure on the math and costs
associated wth the aforenentioned scenario. He said the pre-
build line fromthe North Slope to Fairbanks has been discussed
by his team and he thinks it is a viable option that should be
considered as things nove forward as there would be tinme value
of nmoney, as was discussed earlier. The anount of investnent
associated with building a 48-inch line and conpressor stations,
or at least being ready if a large export market is devel oped
and building fromthat 48-inch |line whether through Canada or to
a liquefied natural gas (LNG facility in Valdez, nust be | ooked

at very carefully. He agreed that nmaximzing resource
devel opnment on the North Slope nust be |ooked at for all of the
opti ons. The North Slope has a significant resource and the

ability to access that gas and get it to market is critical in
the way forward of the state; the state nust nake sure to stay
open to all of the options.

7:50:11 PM

CO- CHAIR NEUVAN said the goal is to provide the naxi num anount
of gas to as many people as possible, whether those people are
Canadi an or Al askan. He said he thinks the scenario he just
presented should be the nunber one scenario if it has not
al ready been included as one of the 16 scenarios currently under
consi der at i on.

CO- CHAI R JOHNSON wi t hdrew Anendnent 1.

CO CHAIR NEUVAN commented that the wthdrawal of Anendnent 1
will give menbers nore tinme to consider it.

7:54: 00 PM

MR. SVENSON, in response to Co-Chair Neuman, stated that the
current process in defining the 16 different scenarios wll have
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a nunber of different scenarios of conpressor stations depending
upon the type of natural gas liquids that are going through the
pi peline and where the processing facility is | ocated.

MR. SVENSON further explained there are four different pipeline
configurations. One configuration is a central gas facility
(CGF) residue gas only from North Slope gas conditioning, and
Cook Inlet natural gas liquid (NG&) extraction. In this
scenario the only gas being transported is the nmethane gas from
the slope and all of the inpurities are taken out at the
conditioning plant on the North Slope and given back to the
producers. The second configuration is CGF residue gas only and
Cook Inlet gas conditioning and NG extraction. In this
scenario the residue gas is taken to a conditioning plant in the
Cook Inlet region. The third configuration is CG- residue gas
only and North Slope gas conditioning and North Slope NG
extraction. In this scenario the natural gas liquids are taken
out on the slope and the processing facilities are on the sl ope.
The fourth configuration is CG- residue gas spiked with CGF
stabilizer with North Sl ope gas conditioning and North Sl ope NG
extraction. In this case the gas is transported with the
inmpurities and spiked to make sure it does not corrode the pipe.

MR. SVENSON added that each of the four scenarios wll be
eval uated at four different throughputs: from 250 mllion cubic
feet per day on up to 1 billion cubic feet per day. Those
sizes, pressures, and fluid volunmes wll all have different
configurations of the pipeline; so there wll be conpressor
stations at different positions, different |ocations of gas
processing facilities, and each one of those has to be optim zed
to the current conditions of the pipeline route.

CO CHAIR NEUVAN observed that the total of 16 different
scenari os conmes from analyzing the four different types of gas
at four different vol unes.

MR. SVENSON agr eed.

7:57.45 PM

REPRESENTATI VE KAWASAKI noted that Section 1 of Version E would
establish the position of in-state gasline project nmanager. He

understood that to be M. Swenson's current title.

MR. SWVENSON r esponded correct.
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REPRESENTATI VE KAWASAKI observed that anong other things, HB
369, Version E, would establish the Joint In-state Gasline
Devel opnent Team conposed of the Departnment of Transportation &
Public Facilities, the Al aska Natural Gas Devel opnent Authority,
and the Al aska Railroad. He presunmed M. Swenson already works
with these entities and asked whether M. Swenson thinks this
provi sion is superfluous.

MR. SWENSON replied that it is correct his office is working
with the different agencies although he has not yet started with
the Alaska Railroad given he has only been on the job for two
nont hs. From t he standpoint of bonding, he thinks working with
the Alaska Railroad would be very inportant. In regard to the
ot her agencies identified by Version E, he has worked with the
Departnment of Transportation & Public Facilities to identify
right-of-way issues, as DOI&PF is the agency of application for
the right-of-way. He has also worked extensively with M.
Hei nze of the Al aska Natural Gas Devel opnent Authority to ensure
col I aboration and no duplication of work.

8: 00: 03 PM

REPRESENTATI VE KAWASAKI called attention to the provision in
Version E for establishing an In-state Gasline Steering

Comm ttee conposed of nunerous agencies and individuals. He
said it seens counter-intuitive to add all of these entities as
far as streamining and efficiencies go. He requested M.

Swenson to speak to this.

MR. SVENSON answered he cannot speak to a specific inefficiency,
but noted that there is a trenmendous breadth and anount of

interest for in-state gas. Wiile he is not speaking for the
sponsor, he believes the intent is to ensure the inclusion of
all the stakeholders in the process. Having that nunber of

people providing input may add to the tinmeline, but he cannot
specifically relate to that.

8:02: 36 PM

REPRESENTATI VE TUCK sunmari zed the provisions of Version E and
offered his wunderstanding that the in-state gasline project
manager would continue for one year after the July 2011
comercial offering. He asked whether the Joint In-state
Gasline Developnment Team and the In-state Gasline Steering
Comm ttee woul d continue to be needed.
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MR. SVENSON responded he does not know whether the bill's
| anguage provides for the steering commttee to continue. The
assunption in the fiscal note is that after the comercial
of fering has occurred the steering conmrittee would need to neet
only once a year to keep everyone infornmed of the progress
towards first gas.

8:04: 54 PM

REPRESENTATI VE TUCK understood that after the commercial
offering M. Swenson is forecasting the steering commttee may
be needed only for receiving information and updates. He
presuned the devel opnent team woul d be needed until the project
is finalized.

MR. SVENSON replied correct, there are many decisions to be nmade
all the way through the engineering and construction path. The
DOT&PF, pipeline coordinator, and the funding groups wll
certainly be necessary throughout that time and that would be
the case regardl ess of whether HB 369 passes.

8:06: 01 PM

REPRESENTATI VE TUCK inquired whether the devel opnment team woul d
be privy to all of the private purchaser's information and
deci si on maki ng.

MR, SVENSON answered that simlar to the ongoing AG A process,
the data being gathered through the engineering process is
confidential . However, the state's investnent in that process
will require that the project team have access to that
confidential information and continue to work with the pipeline
buil der to ensure the project noves forward as pl anned.

8:07:52 PM

REPRESENTATIVE TUCK, in regard to the earlier question about
whether this bill is necessary, recited the |anguage on page 4,
lines 7-12, Version E, regarding cooperation and access to
information. He asked whether M. Swenson already has access to
all of the information or whether this |anguage is needed for
M. Swenson to nove further.

MR. SWENSON responded he believes it is inportant the |anguage
at least addresses the confidential information that is
devel oped by the entity that is gathering it. Currently, his
team does have access to the information, such as the
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confidenti al aeri al phot ogr aphy, ort hoi magery, and Light
Detection And Ranging (LIDAR) that was gathered along that

pi pel i ne. While he cannot address at this tinme whether this
| anguage is specific to the language that is necessary, a
significant anount of confidential information will be generated

and processed during the devel opnent phase of the pipeline.

REPRESENTATI VE TUCK understood M. Swenson currently has access
to that information.

MR. SVENSON replied correct.
8:10: 07 PM

REPRESENTATI VE TUCK, in regard to "tidewater" on page 7, |line 5,
Version E, inquired whether there is a definition of tidewater
that indicates it does not nean the North Sl ope coast.

MR.  SVENSON answered he believes the |language on page 7 is
specifically addressing the natural gas that is produced on the
North Slope north of the 68th parallel, which basically runs
t hrough the m ddl e of the Brooks Range.

REPRESENTATI VE TUCK noted it is not said on page 7 that it is
t al ki ng about the Cook Inlet distribution system

MR. SWENSON replied he believes that also includes Valdez.
Ti dewater woul d just be bringing North Slope gas to the southern
ice-free ports for the possibility of export fromthe state.

REPRESENTATI VE TUCK said he wants to ensure that tidewater does
not mean taking gas to the Beaufort Sea.

MR. SVENSON al | owed clarification may be necessary.
CO CHAI R NEUMAN, given the receding icecap, said he believes an
LNG facility on the North Slope or in northwest Alaska is an

option that has probably been discussed in board roons.

REPRESENTATI VE TUCK said that is the reason why he is asking for
the clarification.

8:12: 20 PM
REPRESENTATI VE SEATON, in regard to tidewater and Co-chair

Neurman's reference on a previous day to bringing a gasline to
the non-tidewater Donlin Creek Gold Mne, inquired whether M.
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Swenson's reading of the bill would include a spur line to the
mne or would require clarification that this be all owed.

MR. SVENSON answered he assumes the reason for addressing
tidewater in the bill as witten is to bring the pipeline all
the way to tidewater or into the Cook Inlet or Valdez regions.
It does not preclude offtake points anywhere along the route
such as offtakes to the Donlin Creek Gold Mne, the Fairbanks
region, or the Interior.

8:14: 05 PM

REPRESENTATI VE SEATON asked whether M. Swenson believes the
current Version E |anguage would allow for a gas transm ssion
line to be extended from tidewater to go from Anchor Point to
Honer, a distance of approximately 14 m | es.

MR. SWENSON, in regard to bringing the gasline to tidewater,
responded he believes it is the intent of the |anguage to bring
it into the distribution system that currently exists in the
Cook Inlet. Extension of that system with the additional
resources that would be provided by this pipeline would
certainly be conducive to extending the current ENSTAR system
such as an extension from Anchor Point into the Homer region or
any of the devel opnents that could happen within the Cook Inlet,
as well as along route from the North Sl ope/Fairbanks area into
the Cook Inlet basin area or any part of the Railbelt. He
bel i eves the | anguage woul d not preclude that type of activity.

8:15:52 PM

CO CHAIR NEUVAN rem nded nmenbers that this is M. Swenson's
opi ni on, which may not be the sane as the sponsor's intent.

REPRESENTATI VE SEATON noted he has been talking to the sponsor
about the extension and offtake issues, as well as a lateral
pi peline such as for Donlin Creek Gold Mne. He said he will be
of fering some clarification language in this regard |ater on.

CO- CHAIR NEUVAN urged the receipt of anmendnents as soon as
possible so nenbers have a chance to review them prior to
comm ttee neetings.

8:17: 09 PM

CO- CHAIR JOHNSON presumed there is sone information that M.
Swenson does not have access to at this point.
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MR. SVENSON nodded yes.

CO CHAIR JOHNSON stated that the advantage of bringing the
Department of Transportation & Public Facilities, the Al aska
Nat ural Gas Devel opnent Authority, and others under one unbrella
woul d be to have that information. A confidentiality agreenent
would build a certain |evel of confidence wthin those
organi zations that the information would be held confidential.
This would increase the project's knowl edge base and allow it to
proceed in a nore expeditious manner. He said he believes there
is information that M. Swenson's team does not have, but needs,
and part of the intent of this bill is to bring all the parties
t oget her to have t hat i nformation whi |l e mai nt ai ni ng
confidentiality.

8:18: 19 PM

CO CHAIR NEUVAN asked whether M. Swenson is aware of any
information gathered by any agencies of the state that he does
not have.

MR. SVENSON replied one of the key issues is the current
engi neering process and use of the nobst nodern data avail able
along a 2,000-foot-wide corridor from the Cook Inlet Region to
the North Slope. A significant anmount of data has been gathered
along that corridor from the many different tines that these
di fferent pipeline options have been | ooked at. Additionally, a
significant amount of data has been gathered along the current
railroad and DOT&PF right-of-ways and all of that information
would <certainly be helpful. Wiile the current initia
engineering work has the nost nodern dat a, addi ti onal
information such as subsurface information would help in that
process, as would any information wthin that corridor or
geot echni cal work outside of that corridor.

CO CHAI R NEUVAN requested M. Swenson to provide a list of the
information that would be hel pful to him

MR. SWENSON agreed to do so.

8:21:17 PM

CO CHAI R JOHNSON i nquired whet her t he Depar t ment of
Transportation & Public Facilities has been asked for

information by the in-state gas project manager or any other
pi peline entity.
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FRANK RI CHARDS, Deputy Conmm ssioner, Ofice of the Comm ssioner,
Department of Transportation & Public Facilities (DOT&PF),
answered that the department worked previously with M. Harry
Noah and his consultants in regard to DOI&F right-of-way
information. The departnent has a lot of right-of-way, but that
right-of-way is not defined as well as it should; thus, there is
a lot of information that has been asked for that DOT&PF has
been unable to give. He added the departnent needs to have nore
detailed right-of-way analysis in terns of actual property
boundaries that can be shared with the project team

8:22:15 PM

CO CHAIR JOHNSON asked whether the departnment's fiscal note
acconpanying HB 369 would allow for defining those property
lines. He further asked what else the fiscal note provides.

MR. RICHARDS responded that the fiscal note identifies the
personnel that would be established wthin DOT&PF. Such
personnel would include an Engineer V to act as a technical
expert for the DOI&F comm ssioner while sitting on the
devel opnent team An environnmental inpact analysis nanager
woul d oversee the work done within DOI&PF s right-of-way to
ensure conpliance with state and federal requirenents within the
ri ght - of - way. An adm nistrative assistant would help with the
day-to-day functions of the engineer and anal ysis nanager. The
fiscal note includes $1 mllion in capital cost to define the
right-of-way where the departnment does not have the clear |egal
descriptions and, if acquiring nore right-of-way is needed by
the in-state project, to go out and do those right-of-way
assessnments and pre-acquisition devel opnment efforts.

8:23:52 PM
CO CHAIR JOHNSON inquired whether there is anything in the
federal agreenments that would prohibit the state from advancing

a pipeline within the right-of-way.

MR. RICHARDS replied the departnment currently permts utilities,

such as pipelines, electrical Ilines, and telephone cable,
through the right-of-way and that is allowed under the federal
provisions that the departnent operates under. The federal

hi ghway would demand that a utility, in this case a pipeline,
not be permtted that conflicts with a future road alignnent.
That is why, in the departnment's conversations with the in-state
pi peline project nmanager, it has been that DOT&PF gets
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sufficient right-of-way to ensure a design that prevents those
conflicts that would then result in future costs.

8:25:19 PM

CO CHAIR JOHNSON asked whether there are any places where
pi peline runs beside the road that would provide a history for
how to avoid right-of-way problens.

MR. RICHARDS answered the departnment will normally permt the
utilities within its existing right-of-way. The departnent has
not purchased right-of-way to allow for a utility to then cone
into that right-of-way because the departnent has always had
sufficient right-of-way in place. In those cases where the
department has permtted a utility within the right-of-way and
| ater undertook a design effort that required noving the road,
the departnent was responsible for re-locating that utility and
the project bore the cost.

8: 26: 33 PM

CO- CHAIR NEUWAN noted that quite a bit of the proposed pipeline
route does not follow right along a road. He said he does not
think the departnment would have to purchase rights-of-way
because so little of the proposed route is along existing roads.
He surm sed DOT&PF has | ooked at the proposed route.

MR. RI CHARDS responded the departnent has |ooked at the concept
of the route in terms of places specifically identified by M.
Noah, such as along the Dalton H ghway where there are sone
areas in the right-of-way and some in close proximty to the
right - of - way. He and M. Noah discussed the concept of DOT&PF
acquiring that right-of-way from the Departnent of Natura
Resources or the US. Bureau of Land Managenent and then
providing if for the use of the pipeline. In further response,
he said the departnent has an application for the right-of-way
fromthe Departnent of Natural Resources.

8:29: 24 PM

CO-CHAIR NEUMAN said he believes less than 100 mles of the
proposed pipeline route is along the highway.

MR. RI CHARDS replied he does not know the actual mleage, or the

proximty, or which concept it is actually going take. The
geohazard analysis that M. Swenson tal ked about could result in
the route being noved. In the fiscal note, the departnent put
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together its best indication of what it may take dependi ng upon
what final route selection was nade by the engi neering studies.

CO- CHAIR NEUMAN inquired whether the fiscal note includes
funding for purchasing property from the Departnment of Natura
Resour ces.

MR. RI CHARDS answered no, the capital dollars identified in the
fiscal note are for private or federal lands that may need to be
acquired and the funding is for hiring consultants to help in
t hat sel ection.

8:30:41 PM

MR. RICHARDS, in response to Representative Kawasaki, said that
currently DOT&PF is the applicant for the state lands from the
Departnent of Natural Resources and for the federal |ands from
the U S. Bureau of Land Managenent. In further response, he
said DOT&PF has the power to take |and by em nent domain, but he
is unsure whether that would be allowed or prohibited for this
speci fic purpose. Wiile the departnent has statutory authority
to construct pipelines, he would have to seek |egal opinion on
the issue of em nent donmain in this regard.

REPRESENTATI VE KAWASAKI requested he be provided with a copy of
this | egal opinion.

8:32: 53 PM

CO- CHAIR NEUMAN inquired where DOT&PF is at in the permtting
process.

MR. RICHARDS replied the permts he was referring to are in the
right-of-way permt applications to the Departnent of Natural
Resources for state |lands that would be needed and to the Bureau

of Land Managenent for federal | ands. Those applications were
conpleted in |ate Novenber/early Decenber [2009] tinmefrane. The
application process will likely take six to twelve nonths; he

offered to get back to nenbers in regard to exactly how | ong

In further response, he said the pernits are for the crossing of
federal lands and state |ands where DOT&PF would not have
exi sting lands that can accommobdate the project.

CO CHAIR NEUVAN surmsed the permits do not include private
| ands.

MR RI CHARDS answered correct.
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CO CHAI R NEUMAN presunmed DOT&PF has eminent domain ability for
the taking of private |ands.

MR. RICHARDS reiterated he would have to defer to |egal counse
to tell himwhether DOT&PF has that power.

8:35:02 PM

REPRESENTATI VE KAWASAKI asked how nmuch noney DOT&PF has spent in
the last several years on the in-state natural gas pipeline
proj ect devel oprment ri ght - of - way.

MR. RICHARDS responded he is able to address only the nost
recent efforts that were done with M. Noah and now M. Swenson

After passage of the legislation that put M. Noah in place, M.
Noah came to DOT&PF asking for assistance and support in this
regard. Since passage of AQ A, the departnment liaison - the
devel opment director for the natural gas pipeline - has been in
pl ace. The liaison worked with M. Noah throughout the sumrer

and fall on those applications. No extra dollars were expended
because this position was already a permtted position wthin
DOT&PF. I n further response, he said this position is currently

staffed by John Reeves of Fairbanks, who works on in-state and
| arge di aneter gas pipeline issues related to DOT&PF.

8:36: 56 PM

REPRESENTATI VE KAWASAKI noted that he earlier had an amendnent
dealing with reinbursement for project cost incurred by the
state. He inquired whether M. Richards anticipates the costs
incurred for that work woul d be covered by this anendnent.

MR RICHARDS replied he does not believe DOT&PF s internal
costs, specifically M. Reeves' tinme, would be charged out. The
departnment has not had a large operating budget to define the
engi neering analysis that is being done by M. Swenson's team
As a | andowner and as an engi neering organi zation the departnent
is able to provide the support that it can, but it is nostly in-
ki nd support.

8. 37:53 PM
REPRESENTATI VE TUCK asked whether M. Reeves was al so doing the

sane type of woirk wth the Alaska Natural Gas Devel opnent
Aut hori ty.
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MR. RI CHARDS answered he believes M. Reeves was a nenber of the
Alaska Gasline Port Authority prior to comng to DOT&PF.
Subsequent to comng to DOI&F, M. Reeves has worked wth
ANGDA, but this work has been mnimal. In further response, he
said DOT&PF has had correspondence with ANGDA, but it has not
been an extensive effort.

REPRESENTATI VE TUCK surm sed M. Reeve's position was primarily
for right-of-way access no matter the entity asking for it, and
that M. Reeves had worked with M. Noah and ANGDA.

MR. RICHARDS explained M. Reeves was hired to initially work
with the AGA applicant to look at the logistics and
infrastructure needs on the highways, bridges, and airports that
DOT&PF owns and operates to ensure that the departnent's
infrastructure could facilitate, rather than hinder, a |arge
di anet er pipeline construction project.

8:40: 01 PM

CO CHAI R NEUMAN i nquired whether M. Reeves still works for the
depart nment.

MR. RI CHARDS responded yes.

CO CHAI R NEUMAN asked whether there was a point in time where
M. Reeves was the main person in charge of applying for the
permts for DOT&PF.

MR. RI CHARDS replied yes.

CO CHAIR NEUMAN inquired whether M. Reeves is still the main
person in charge of applying for permts for DOT&PF.

MR. RICHARDS said M. Reeves is currently out of state, so nost
of the efforts for the in-state gasline are presently comng to
him t hrough M. Swenson. In response to further questions, he
said M. Reeves is on vacation and doing sone part-tine work,
about five days a nonth, for DOT&PF. He explained that the
permt was assenbled by M. Noah's team of consultants and M.
Reeves, in consort with M. Noah and M. Noah's consultants, was
the signatory on that permt.

8:41: 49 PM

COCHAIR NEUMAN related that M. Reeves gave testinony on
Decenber 15, [2009], that his work on the permts at DOI&PF was
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to ensure that the in-state gas pipeline was expedited. He
asked whether he is now hearing that M. Reeves is not the |ead
person ensuring that the permts are done.

MR. RICHARDS answered yes, that is M. Reeves' job, and the
permts have been submtted; so the work effort required by
DOT&PF is waiting for the permt process to go through its
internal workings at the Department of Natural Resources and the
U S. Bureau of Land Managenent. In further response, he said
M . Reeves has been on | eave w thout pay since January 2010.

8:44:10 PM

CO CHAI R JOHNSON i nqui red whet her t he Depar t ment of
Transportation & Public Facilities is ready to go if HB 369
passes.

MR. RI CHARDS responded that DOT&PF is gane; the departnent |ikes
to construct roads, airports, and infrastructure, and it sees
the Dbenefit of providing energy to Al askans. In further
response, he said the departnment does not have a Plan A or a
Plan B, it is just ready to go.

CO CHAI R NEUVMAN asked whether M. Richards would place the in-
state gas pipeline as DOT&PF' s hi ghest priority.

MR RICHARDS replied it would be the priority for those
i ndi viduals working on the project, provided DOT&PF has the

assets to do the work it is asked to do. The departnment has
numerous fronts that it wrks on - highways, aviations,
bui |l di ngs, ports, harbors, and the marine highway system - and
all are high priority to the citizens of A aska, and this

project would be high priority as well.
CO- CHAIR NEUMAN said he is upset that the person who had this

project as his nunber one priority has not been working at the
depart ment since January.

MR. RI CHARDS answered that M. Reeves is schedul ed to be back at
DOT&PF at the end of this nonth or next nonth, and this is his
priority.

8:47: 33 PM

REPRESENTATI VE TUCK reviewed the amount of travel and neeting
times budgeted in the fiscal note for the Division of Gl & Gas
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He i nquired whether DOT&PF' s budget will allow for its personne
to neet this schedule.

MR. RICHARDS responded the department did include travel for
these neetings in its fiscal note for HB 369. In further
response, he said he does not recall how many neetings were
anti ci pat ed.

8: 50: 04 PM

REPRESENTATI VE KAWASAKI cited the various state entities that
would be involved in the project under HB 369 and noted that
these entities are already charged with certain duties under
current statute for assisting with getting an in-state gas
pipeline built. He asked whether M. Richards believes
communi cation is currently lacking so that this bill is
necessary to make a gasline happen.

MR. RICHARDS replied his personal analysis is the bill provides
an enphasis at the highest |evel of governnent to drive forward
this project and show its inportance. The departnent does work
with the other entities named within the bill to be on the
devel opnent team  The comm ssioner of DOT&PF sits on the board
of the Alaska Railroad and Al aska Industrial Developnment and
Export Authority (AIDEA); therefore, that cross-conmunication
already exists and the departnent does work jointly with its
sister agencies to push forward priority projects.

8:52: 06 PM

REPRESENTATI VE KAWASAKI inquired whether M. Richards believes
the addition of a steering commttee with over 20 nenbers wll
hel p or hinder the process.

MR. RICHARDS answered that DOT&PF has an extensive public
process that it lives with daily for |large or conplex projects.
The department sets up neetings with the individuals that woul d
be nost inpacted by that project to hear their input, concerns,
and recommendations. That process has proved very beneficial in
neeting the needs of the public and stakehol ders. Thus, the
steering conmittee can be of much benefit as |long as everyone
knows the urgency and everything is done in a tinely fashion.

8:54: 27 PM

REPRESENTATI VE KAWASAKI commented he thinks both DOT&PF s and
DNR s processes are cunbersone; therefore he does not see HB 369
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as noving the state in the direction of getting a gasline. The
devel opnent team and avoidance of duplication of studies and
plans are positives, but it seenms this could be done wthout
witing a new section of |aw.

CO CHAIR NEUMAN responded he is counting on the experience of
t he sponsor in this regard.

8: 56: 04 PM

REPRESENTATI VE SEATON noted that while the bill has the 2011 and
2015 tinelines, he does not see a tineline for an open season.
He asked where an open season cones into this tineline, given
t hat open seasons are a critical factor in timng and planning

REPRESENTATI VE M KE CHENAULT, Al aska State Legislature, sponsor
of HB 369, replied the bill does not specify dates for an open
season. He said he does not believe the AG A process specifies
a specific date either. \While he does not have a specific date
for an open season, he feels HB 369 is the best way to get to an
open season for in-state gas.

8: 58: 38 PM

COCHAIR NEUVMAN cited the I|anguage on page 3, lines 13-14,
Version E, that states "take actions necessary to enabl e natural
gas to flow down the pipeline by 2015." He said those actions
will be determned by the devel opnent team as it goes through

t he process.

MR. SVENSON expl ained that an open season process is regul ated

by the Federal Energy Regulatory Conmission (FERC) - if the
pipeline is a FERC regul ated pipeline. However, it is assuned
that the in-state gas pipeline will not be regulated by FERC and
will instead be coordinated by the US. Bureau of Land
Managenent . For a non-FERC pipeline, there is not what is
termed an open season. Rat her, after the commercial offering,
the entity building the pipeline will go to other conpanies,

i ncluding producers and consuners, to marry that relationship
bet ween the producer and the consuner.

9:00: 13 PM
REPRESENTATI VE SEATON inquired whether an in-state, non-FERC
process requires open access bidding. In response to Co-Chair

Neurman, he said he understands the FERC process but not the in-
state non-FERC process. Therefore, he is asking whether the in-
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state process is open to all conmers like it is for an open
season under the FERC process.

MR. SWENSON explained that current pipelines in the Cook Inlet
region carrying gas between different units and to consuners are
common carriers and are regulated by the Regulatory Conm ssion
of Al aska (RCA). A single entity building a pipeline between
its facility and its reserves does not have to be common
carrier, but an in-state gas pipeline would be RCA regul ated
simlar to what is seen in the Cook Inlet. In further response,
he said he would like to defer this question until he can get
| egal counsel to namke sure he is answering correctly, but it is
his understanding that this in-state gas project would be a
common carrier and regul ated through the RCA

9:03:44 PM

CO CHAI R NEUMAN requested nenbers to provide any anmendnents to
ot her nmenbers at |east 24 hours before the next neeting.

REPRESENTATI VE TUCK advised he may | ook into an amendnent that
defines tidewater

CO CHAI R JOHNSON urged that anendnents be prepared for the next
nmeeting so the bill can be acted upon at that tinmne.

[ HB 369 was hel d over.]
9: 05: 58 PM
ADJ OURNMENT

There being no further business before the conmttee, the House
Resources Standing Commttee neeting was adjourned at 9:06 p. m
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