ALASKA STATE LEGQ SLATURE
SENATE SPECI AL COW TTEE ON ENERGY
February 27, 2009
11: 11 a. m

VEMBERS PRESENT

Senator Lesil McGire, Chair
Senat or Bert Stedman
Senator Bill W el echowski

VEMBERS ABSENT

Senat or Lyman Hof f man
Senat or Al bert Kookesh

COWM TTEE CALENDAR

SENATE BILL NO. 31
"An Act relating to a geothermal electricity production tax
credit under the Al aska Net |ncone Tax Act.”

MOVED CSSB 31(ENE) OUT OF COWM TTEE

CS FOR HOUSE CONCURRENT RESCLUTI ON NO. 2(RES) am

Requesting the governor to provide energy security for all
Al askans first by pursuing devel opnent of a natural gas bullet
pipeline from the North Slope to the Cook Inlet region; and
requesting the governor to identify and negotiate where
appropriate with one or nore persons capable of producing
natural gas from the GQubik area, and other areas on the North
Slope if necessary, in sufficient quantities to support the
energy needs of Al askans and a bull et pipeline project.

MOVED CSHCR 2( RES) am OUT OF COWMM TTEE

HOUSE CONCURRENT RESCOLUTI ON NO. 3 am
Requesting the governor to provide energy security for all
Al askans by taking and encouraging all action that woul d support
a natural gas bullet pipeline fromthe North Slope to the Cook
Inlet region, including initiating any necessary negotiations to
reopen the Agrium plant in Kenai.

MOVED HCR 3 am OUT OF COW TTEE

HOUSE CONCURRENT RESOLUTI ON NO. 4 am

Requesting the governor to provide energy security for Al askans
by taking and encouraging all appropriate action to support
devel opment of a natural gas bullet pipeline from the North
Slope to the Cook Inlet region including advocating an increase
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in the amunt of natural gas that may be exported under
authority granted by the United States Departnent of Energy.
MOVED HCR 4 am OQUT OF COW TTEE

HOUSE CONCURRENT RESOLUTI ON NO. 5 am
Requesting the governor to provide energy security for all
Al askans by working on significant elenents and conponents to
support the tinely construction of a natural gas bullet pipeline
from the North Slope to the Cook Inlet region and to take
necessary and appropriate action to assist and facilitate the
process for a private entity to nmake a final investnent decision
to commt to the pipeline before Novenber 1, 2010.

MOVED HCR 5 am OUT OF COW TTEE

PREVI QUS COW TTEE ACTI ON
BILL: SB 31

SHORT TI TLE: GEOTHERMAL ELEC. PROD. TAX CREDI T
SPONSOR(S): SENATOR(S) MOGUI RE

01/ 21/ 09 (S) PREFI LE RELEASED 1/ 9/ 09

01/ 21/ 09 (S) READ THE FIRST TIME - REFERRALS
01/ 21/ 09 (S) ENE, RES, FIN

02/ 12/ 09 (S) ENE AT 11: 00 AM BUTROVI CH 205
02/ 12/ 09 (S) Heard & Hel d

02/ 12/ 09 (S) M NUTE( ENE)

02/ 27/ 09 (S) ENE AT 11: 00 AM BELTZ 211

BILL: HCR 2

SHORT TI TLE: | N- STATE GAS PI PELI NE
SPONSOR(S): REPRESENTATI VE(S) RAVMRAS

01/21/09 (H READ THE FI RST Tl ME - REFERRALS

01/ 21/ 09 (H) ENE, RES

02/ 03/ 09 (H ENE AT 3: 00 PM BARNES 124

02/ 03/ 09 (H Moved Qut of Conmittee

02/ 03/ 09 (H M NUTE( ENE)

02/ 04/ 09 (H ENE RPT 6DP 1NR

02/ 04/ 09 (H) DP: RAMRAS, PETERSEN, DAHLSTROM TUCK,
EDGVON, M LLETT

02/ 04/ 09 (H NR:  JOHANSEN

02/ 04/ 09 (H) RES AT 1:00 PM BARNES 124

02/ 04/ 09 (H Moved CSHCR 2(RES) Qut of Committee

02/ 04/ 09 (H M NUTE( RES)

02/ 06/ 09 (H NR: W LSON

02/ 06/ 09 (H AM  TUCK, KAWASAKI

02/ 06/ 09 (H DP: COLSON, GUTTENBERG JOHNSON, NEUMVAN
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02/ 06/ 09 (H) RES RPT CS(RES) NT 4DP 1NR 2AM
02/ 09/ 09 (H) TRANSM TTED TO (S)

02/ 09/ 09 (H) VERS| ON:  CSHCR 2( RES) AM

02/ 11/ 09 (S) ENE, RES

02/ 11/ 09 (S) READ THE FIRST TIME - REFERRALS
02/ 19/ 09 (S) FI N REFERRAL ADDED

02/ 27/ 09 (S) ENE AT 11: 00 AM BELTZ 211

BILL: HCR 3

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

01/ 21/ 09 (H READ THE FI RST TI ME - REFERRALS

01/ 21/ 09 (H) ENE, RES

02/ 03/ 09 (H ENE AT 3: 00 PM BARNES 124

02/ 03/ 09 (H Moved Qut of Conmittee

02/ 03/ 09 (H M NUTE( ENE)

02/ 04/ 09 (H ENE RPT 6DP 1NR

02/ 04/ 09 (H DP: PETERSEN, DAHLSTROM RAMRAS,
EDGVON, M LLETT

02/ 04/ 09 (H NR:  JOHANSEN

02/ 04/ 09 (H RES AT 1: 00 PM BARNES 124

02/ 04/ 09 (H Moved Qut of Conmittee

02/ 04/ 09 (H M NUTE( RES)

02/ 06/ 09 (H NR: W LSON

02/ 06/ 09 (H AM  KAWASAKI

02/ 06/ 09 (H DP: OLSON, TUCK, JOHNSON, NEUMAN

02/ 06/ 09 (H) RES RPT 4DP 1NR 1AM

02/ 09/ 09 (H TRANSM TTED TO (S)

02/ 09/ 09 (H VERSI ON: HCR 3 AM

02/ 11/ 09 (S) ENE, RES

02/ 11/ 09 (S) READ THE FI RST TI ME - REFERRALS

02/ 19/ 09 (S FI' N REFERRAL ADDED

02/ 27/ 09 (S ENE AT 11:00 AM BELTZ 211

BILL: HCR 4
SHORT TITLE: | N STATE GAS Pl PELI NE
SPONSOR(S): REPRESENTATI VE(S) RAMRAS

01/ 21/ 09 (H READ THE FI RST TI ME - REFERRALS
01/ 21/ 09 (H ENE, RES

02/ 03/ 09 (H) ENE AT 3: 00 PM BARNES 124

02/ 03/ 09 (H Moved Qut of Conmittee

02/ 03/ 09 (H M NUTE( ENE)

02/ 04/ 09 (H) NR: JOHANSEN

02/ 04/ 09 (H ENE RPT 6DP 1NR
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02/ 04/ 09 (H DP: TUCK, DAHLSTROM PETERSEN, RAMRAS,
M LLETT, EDGVON

02/ 04/ 09 (H) RES AT 1:00 PM BARNES 124

02/ 04/ 09 (H Moved Qut of Conmittee

02/ 04/ 09 (H M NUTE( RES)

02/ 06/ 09 (H DP: TUCK, JOHNSON, NEUVAN

02/ 06/ 09 (H AM  KAWASAKI

02/ 06/ 09 (H) RES RPT 3DP 2NR 1AM

02/ 06/ 09 (H NR: OLSON, W LSON

02/ 09/ 09 (H VERSI ON: HCR 4 AM

02/ 09/ 09 (H TRANSM TTED TO (S)

02/ 11/ 09 (S) READ THE FI RST TI ME - REFERRALS

02/ 11/ 09 (S) ENE, RES

02/ 19/ 09 (S FI' N REFERRAL ADDED

02/ 27/ 09 (S) ENE AT 11: 00 AM BELTZ 211

BILL: HCR 5

SHORT TITLE: | N-STATE GAS Pl PELI NE
SPONSOR( S): REPRESENTATI VE(S) RAMRAS

01/ 21/ 09 (H READ THE FI RST TI ME - REFERRALS

01/ 21/ 09 (H) ENE, RES

02/ 03/ 09 (H ENE AT 3: 00 PM BARNES 124

02/ 03/ 09 (H Moved Qut of Conmittee

02/ 03/ 09 (H) M NUTE( ENE)

02/ 04/ 09 (H ENE RPT 6DP 1NR

02/ 04/ 09 (H DP: TUCK, PETERSEN, DAHLSTROM RAMRAS,
M LLETT, EDGVON

02/ 04/ 09 (H NR:  JOHANSEN

02/ 04/ 09 (H RES AT 1: 00 PM BARNES 124

02/ 04/ 09 (H) Moved Qut of Conmttee

02/ 04/ 09 (H M NUTE( RES)

02/ 06/ 09 (H) NR: W LSON

02/ 06/ 09 (H) AM  KAWASAKI

02/ 06/ 09 (H DP: OLSON, TUCK, JOHNSON, NEUMAN

02/ 06/ 09 (H RES RPT 4DP 1NR 1AM

02/ 09/ 09 (H TRANSM TTED TO (S)

02/ 09/ 09 (H VERSI ON: HCR 5 AM

02/ 11/ 09 (S) ENE, RES

02/ 11/ 09 (S) READ THE FI RST TI ME - REFERRALS

02/ 19/ 09 (S) FI' N REFERRAL ADDED

02/ 27/ 09 (S ENE AT 11:00 AM BELTZ 211

W TNESS REG STER

TREVOR FULTON, Staff
to Senator Lesil MQGQiire
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Al aska State Legislature
Juneau AK
POSI TI ON STATEMENT: Presented SB 31.

CLAY KOPLI N
Cordova AK
POSI TI ON STATEMENT: Spoke in favor of SB 31.

MARGARET DOWALI NG, St af f

to Representative Jay Ranras

Al aska State Legislature

Juneau AK

PCSI TI ON STATEMENT: Presented HCR 2, HCR 3, HCR 4, and HCR 5.

LI SA PARKER, Manager

Agrium Government Rel ations

Kenai AK

PCSI TI ON STATEMENT: Spoke in favor of HCR 3.

CURTI S THAYER, Director

Enstar Governnent Rel ations and Public Affairs

Anchor age AK

PCSI TI ON STATEMENT: Spoke in favor of HCR 2, 3, 4, and 5.

TOM LAKCSH
Anchor age AK
POSI TI ON STATEMENT: Spoke in opposition to a gas bullet |ine.

ACTI ON NARRATI VE

11:11: 23 AM

CHAIR LESIL MCGQU RE called the Senate Special Commttee on
Energy neeting to order at 11:11 a.m Senators Stedman,
W el echowski, and McQuire were present at the call to order

SB  31- GEOTHERVAL ELEC. PROD. TAX CREDI T

CHAI R MCGUI RE announced t he consi deration of SB 31.

SENATOR W ELECHOWSKI nmoved to adopt the proposed conmittee
substitute (CS) to SB 31, |abeled 26-LS0217\W as a working
docunent .

SENATOR STEDMAN obj ected for the purpose of discussion

TREVOR FULTON, Staff to Senator McCGuire, said the CS to SB 31
changes the amount of the tax credit from 0.35 cents per
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kilowatt hour to 2.1 cents. The bill is based on Uah' s tax
credit, and he spoke with someone from there who told him that
0.35 cents was insignificant. The industry told him the sane
thing. The credit now matches the federal credit. The CS limts
eligibility only to projects placed into service after January
1, 2010. Steve Haagenson of AEA (Al aska Energy Authority) noted
that if the credit were applied to current hydro projects,
Bradl ey Lake alone would cost the state $133 nmillion. The third
change was to cap the anmpbunt of the tax credit to 20 percent of
capital investnment on a given project. This was in response to a
concern by the tax division. The Ilanguage is borrowed from
existing oil and gas tax credits. In order to get the bill to
function as envisioned, there needs to be a certificate issued
by the departnent to an eligible party that could be sold or
transferred in the open nmarket.

11:15:18 AM

MR. FULTON said the fifth change was in response to another tax
di vision concern. There was a situation where a power producer
could double dip with the federal tax credit “that the state co-
ops, to the tune of 18 percent of that production tax credit. So
if we had our tax credit created by SB 31 in statute, and the
existing federal 18 percent of the federal tax credit in
statute, then there’'s the possibility for an entity to double
dip on that. W nmade changes to the bill and to existing statute
t hat addresses that federal PTC.” The CS has a sunset clause of
January 1, 2025, which coincides with the governor's goal of
usi ng 50 percent renewabl e energy.

11:16: 29 AM
SENATOR STEDVAN asked for <clarification on the Dorothy Lake
i ssue. He asked the status of the hydro energy sources.

CHAIR MCAQUI RE said the tax division was concerned about the |ost

revenue to the state. Hydro is included in the bill because it
is the main source of alternative energy in Southeast, but any
project in operation prior to 2010 will not be included.

SENATOR STEDVMAN suggested clearing up expansions to these
projects. Dorothy Lake may have a second phase to increase its
production capabilities. There are other existing hydro sites
that may want to add additional turbines, raise dam |levels, or
make ot her enhancenents. It appears that this would exclude al
hydro projects in service, which would excl ude expansi ons.

11:18:46 AM
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CHAIR MCCQUI RE said she shares those concerns. There are issues
of fairness. “Wiy should we be nore favorable to individuals who
put in to place alternative energy today and seemingly punitive
to those who had the foresight to put them in years ago?” The
tax division was concerned about Bradley | ake.

SENATOR W ELECHOWSKI asked about a fiscal note.
MR FULTON said the fiscal note is indetermn nate.

SENATOR W ELECHOANBKI said this issue can be worked on in the
Senat e Resources Comm tt ee.

11: 20: 08 AM

CHAIR MCGQUIRE said the effects of the incentive won't be known.
She hopes that the tax credit incentivizes many projects. It
W ll reduce the state share, but it is difficult to put a dollar
anount on it. Starting the credit in 2010 m ninm zes the |oss of
state revenues for projects that were easy to quantify. It does
create an unlevel playing field. The division can give nore
testinmony in the Senate Resources conmmttee, but the fiscal note
will likely remain indeterm nate.

SENATOR STEDMAN renmoved his objection to adopting the CS
Therefore, Version Wwas before the commttee.

11:21: 34 AM
SENATOR STEDMAN noved Anendnent 1 to strike the |anguage on page
1, line 14, and on page 2, line 1, “to be further worked on in

the next commttee of referral.”

SENATOR W ELECHOWSKI said this can be discussed in the next
commttee, but he is concerned that by taking that |anguage out,
“then we’'re tal king probably hundreds of mllions of dollars in
tax credits.” He said he won't object because the bill is
referred to other commttees. Senator Stedman raises valid
concerns about expansions. Expansions should be encouraged, but
it wll cost the state hundreds of mllions of dollars for
t hi ngs that were done 20 or 30 years ago.

SENATOR STEDMAN said he agrees about not |ooking back in tineg,
but it wll give the legislature the ability to target future
expansi ons and upgrades of existing systens.

11:22: 52 AM
CHAI R MCGUI RE heard no objection, so Anendnent 1 was adopt ed.
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CLAY KOPLIN, Cordova, said the new credit anobunt is nuch nore
aligned with industry standards and offers a real incentive.
There are several renewable energy projects in the pipeline for
2009, so he suggested that January 2010 should be the first
eligible tax credit date. That would benefit sonme of the
projects that are constructed before the end of the year.

CHAI R MCGUI RE asked what projects are in the works.

11: 24: 52 AM
MR. KOPLIN said he will put a list together.

CHAIR MCGUI RE said she hopes this bill wll truly incentivize
alternative energy in Al aska.

SENATOR W ELECHOWNSKI noved to report the CS to SB 31 as anended
from commttee wth individual recomendations and attached
fiscal note(s). There being no objection, CSSB 31(ENE) passed
out of commttee.

11:26: 03 AM
HCR 2-1 N- STATE GAS Pl PELI NE
HCR 3-1 N-STATE GAS PI PELI NE
HCR 4-1 N- STATE GAS Pl PELI NE
HCR 5-1 N- STATE GAS Pl PELI NE

CHAIR MCGUI RE announced the consideration of f our House
Concurrent Resolutions: HCR 2(RES) am HCR 3 am HCR 4 am and
HCR 5 am

MARGARET DOW.I NG Staff to Representative Jay Ranras, Al aska
State Legislature, said the resolutions rem nd Representative
Ranras of how one eats an elephant: one bite at a time. Each

resolution attenpts to help get a bullet line wth affordable
natural gas to hungry Al askan narkets one bite at a time. HCR 2
encourages the admnistration to pronmote a bullet line; to

identify entities in Gubik or elsewhere on the North Slope that
may have sufficient quantities of natural gas to support the
line; and to negotiate a commtnment with that entity for natural
gas production on conmercially reasonable ternms that would
support the economic viability of a gasline. HCR 3 addresses the
demand end of the gasline equation by encouraging the
adm nistration to expedite the reopening of the Agrium plant in
Kenai. The plant closed in 2007 because it |acked an adequate
supply of gas. It enployed up to 250 people and nmanufactured
fertilizer and ammonia for local use and for export. So HCR 3
al so supports the farnms of Al aska, which cover over 25,000 acres
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in five boroughs. There are nore than 300 farmers in the Mt-Su
borough and 130 in Fairbanks. Since the Agrium plant closed,
farmers have experienced a 400 percent increase in the cost of
fertilizer, and farm ng jobs may decline by 150 positions.

11: 29: 08 AM

M5. DOALING said HCR 4 asks the governor to advocate for an
increase in the amount of gas that nay be exported under U S
Departnent of Energy licenses to 60 bcf per vyear. Current
licenses are set to expire in 2011, and the Kenai LNG export
facility could be forced to close unless additional supplies of
gas are found in the Cook Inlet. HCR 5 gives the admnistration
a tinmeline for these projects. It basically tells it to lend a
hand, use the resources it has, and then get out of the way. It
requests that the governor facilitate the process for a private
entity to nmake a final conmmtnment before Novenmber 1, 2010. In
summary, these resolutions urge the admnistration to take the
| ead for instate gas. Al askans need a cheap, clean, and reliable
source of fuel, and a bullet Iine will do that. The governor has
the resources to nake that happen, and these resolutions wll
j ust encourage her to do so.

11: 31: 02 AM

SENATOR W ELECHOWBKI said HCR 2 talks about 180 billion cubic
feet per year, and he asked what that is per day. There is a
provision in A A that “we” can’t go over 500 ncf per day.

M5. DOWALI NG said nothing in these resolutions will conflict with
AG A The intent is that any pipeline would fit wthin the
l[imtations of AG A

11: 31: 50 AM

SENATOR W ELECHOWSKI said page 2, lines 13-18, of HCR 2 talks
about exporting natural gas overseas. If there are 60 bcf for
the Railbelt and 60 bcf for industrial wuse, wll it be
sufficient to supply gas for Alaskans? He doesn’'t want to
support shipping gas overseas if Al askans aren’'t taken care of.

MS5. DOALI NG sai d Representative Ranras knows about that concern.
These resolutions don't have the force of law It is a way to
encour age consi stent demand so the pipeline can be viable. There
will be many opportunities to weigh in on these licenses. An
amendnent to HCR 2 puts Al askans first.

11: 33: 07 AM
SENATOR W ELECHOWBKI said the issue of the tine availability for
GQubi k gas came up in a Senate Resources hearing several weeks
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ago. Enstar said it needs gas by 2015, and Gubik won’t be on
line until 2016, at the earliest. The big gasline wll be
available in 2018. Everyone wants to get gas as quickly as
possi bl e to Al aska consuners, but what about this di sconnect?

M5. DOMAING said there is an expectation of other sources of
natural gas, and all should be explored. The resol ution nentions
Gubi k and the North Slope, but it isn't nmeant to be excl usive.

CHAIR MCGQUIRE said page 2 of HCR 2 refers to pronoting the
devel opment of the Gubi k area and other North Sl ope areas.

M5. DOALING said it is not exclusive to any one producer or
entity. It is to be as broad as possible in finding gas.

11: 34: 56 AM

CHAIR MCGUI RE said Senator W el echowski has a good point. It was
di sappointing to hear of those dates in a prior commttee.
Natural resource exploration tinmefranes can nove, but it my
happen sooner. These are good resol utions.

SENATOR STEDVAN said HCR 2 is “the 500 a day.” “C ose enough.”

CHAIR MCAUI RE said she has to be mndful of that 500 mllion ntf
[imt in AGA but a lot of things can happen. W don't know
that a pipeline will cone to fruition under AGA “I would hope
that we continue to be innovative in getting natural gas to
Al askans, and it my well be that we find a project that is
| arger than that for the pure economcs of it.”

11: 36: 43 AM

SENATOR W ELECHOANSKI noted that HCR 5 talks about governnent
getting out of the way. That nay be the best course of action,
but what role will ANGDA have as a governnental organization
that is working on the exact same thing?

M5. DOALI NG said she will ask Representative Ranras.

11:37:42 AM

LI SA PARKER, Manager, Governnent Relations, Agrium Kenai, said
the resolutions are inportant for providing economc stability
to Alaska and to get gas to consuners -- residential and
industrial. After 40 years of operation, Agrium shut down its
facility in 2007 due to a lack of natural gas supply in Cook
Inlet. Agrium put over $350 mllion per year into the Al aska
econony at its peak. Agrium supports a bullet line and has had
di scussions wth state agencies about it. |If the line is

SENATE ENE COW TTEE -10- February 27, 2009



constructed in the next 5 to 7 years, Agrium could put a $1

billion industrial facility back into operation on the Kenai
Peninsula. It would provide a stable tax base and jobs. It would
help the agricultural industry and the Departnent of

Transportation and Public Facilities for airports that use urea.

11: 39: 52 AM

SENATOR W ELECHOWSKI t hanked her for her advocacy. Everyone
wants to get Agrium back. Wat price per ncf nmakes it feasible
for Agriumto reopen?

M5. PARKER said she will provide that.

SENATOR W ELECHOWBKI said in the past Agrium was paying $3 per
ncf and that was stretching Agriumis finances. The costs that he
has heard are Henry hub, which can fluctuate from $4 to $12 per
ncf. Is the bullet line the best way to get the cheapest gas for
Sout hcentral and at a price that Agrium can do busi ness?

M5. PARKER said Agrium was paying “Henry hub plus” in the latter
years of operation. The devil wll be in the details of the
bullet line and what the price wll be.

11:41: 46 AM

CHAIR MCGQUIRE said it was hard for the |awmkers who really
tried to keep Agrium open. Her heart goes out to the 250
enpl oyees. It is a |oss.

CURTIS THAYER, Di rector, Gover nnent Rel ations and Public
Affairs, Enstar, said he supports all four resolutions. They
provide a foundation for the project to nove forward. The
i ndustrial anchor in HCR 3 or the LNG plant in HCR 4 cannot be
overenphasized for providing a reasonable tariff for the
consuners along the Railbelt. Enstar thanks Representative
Ranras and other. About 18 nonths ago ACES set a tax rate that
hel ped spur developnment in QGubik, the Nenana Basin, and the
Yukon Flats. This will be a long process but he hopes to be
successful in the next five to seven years.

11: 43: 38 AM

TOM LAKOSH, Anchorage, asked the conmttee to recall SB 31
because his testinony was blocked by the noderator. He was
denied his constitutional right to petition his governnent. He
woul d also like to voice concerns about the bullet Iine as a $4

billion boondoggle for the follow ng reasons. Gas producers wl|
not commt to long-term gas for the bullet |ine because the
tariffs will be too high. They will be able to make nore noney
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on the main gasline that will follow in a year or twd. Mre than

half of the gasline will becone obsolete a year or tw after
construction because the mainline wll deliver it nore cheaply.
The overly optimstic projections of the bullet line tariffs

depend on an explosion of wuse in Southcentral. The proposed
carbon tax, energy conservation neasures, and renewable power
projects will greatly reduce gas use. The cost per unit of gas
will triple. The increased costs wll cause |ower gas use,
further increasing the per unit cost. He nade the sane argunent
to the Bonneville Power Adm nistration when it was building the
whoops power plants [Washi ngton Public Power Supply System that
were shut down because the cost of electricity becane too
expensive and the plants were no | onger needed.

MR. LAKOSH said any near-term shortage of gas in Southcentra
can be quickly renedied by the cancelation of the export |icense
for Cook Inlet gas that will lower gas rates, and if we stil
need additional gas in the long-term we could then build a
shorter spur off of the main line in Fairbanks for |ess than $2
billion. The excuse that production nust be maintained to
prevent degradation of the production is a flinmsy excuse for
mai ntaining export where the Agrium plant can provide for
interruptible consunption of gas to maintain production rates
The specific production needs of each field would be required to
definitively ascertain if degradation would occur from sl ower
gas production rates. In those fields where degradation would
not occur from slower production, gas can be stored for
exceptional w nter needs. Sone exhausted gas fields on the Kenai
are being proposed for this very purpose. On-land storage in
tanks in conpressed or liquid form is also being proposed to
serve high-use periods, and production can be maintained from
degrading gas fields by supplying those storage facilities. If
it is determined that continuous production fromgas fields nust
be maintained for gas conservation, the production of fertilizer
and enpl oynent at the Agrium plant is of substantially greater
value to Al askans and should be deened a nore beneficial use of
Al aska natural gas. It is a clear constitutional justification
for cancel ation of the export |icense.

11:47: 25 AM
CHAIR MCGUI RE asked for his testinmony in witing. She said he
can testify on SB 31 in the Senate Resources Conmitt ee.

MR. LAKOSH said cancellation of the export license for the LNG
plant in N kiski will force the oil conpanies to |ook for nore
gas in Cook Inlet and the spur line won't be needed at all when
new gas fields are devel oped. For the price of the pipeline, one
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gigawatt of renewable energy could be built at $3,000 per
kilowatt and still have $1 billion left over for transm ssion of
those alternative energy sources. He urged the commttee not to
spur the state to spend a thin dinme on this boondoggl e.

11:49:13 AM

CHAI R MCGUI RE said when she was in the resources committee a few
years ago, she offered an instate tax credit for the Nenana
Basin, and there was discussion on whether it would incentivize

natural gas exploration. It is good to hear Enstar personnel
talk about it. She hopes to see nore devel opnent. She hopes SB
31 will offer such benefits. Tax incentives really do hel p.

SENATOR W ELECHOANSKI noved to report HCR 2 from conmttee with
i ndi vidual recomrendations and attached fiscal note(s). There
bei ng no objection, HCR 2(RES) am noved from conmttee.

SENATOR W ELECHOWBKI noved to report HCR 3 from conmmittee with
i ndi vi dual recomrendations and attached fiscal note(s). There
bei ng no objection, HCR 3 am noved from comm ttee.

SENATOR W ELECHOWNSKI noved to report HCR 4 from conmittee with
i ndi vidual recomrendations and attached fiscal note(s). There
bei ng no objection, HCR 4 am noved from conmitt ee.

SENATOR W ELECHOWBKI noved to report HCR 5 from conmmittee with
i ndi vi dual recomrendations and attached fiscal note(s). There
bei ng no objection, HCR 5 am noved from comm tt ee.

11:51: 37 AM
There being no further business to come before the commttee
Chair McCGQuire adjourned the neeting at 11:51 a. m
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