SENATE FI NANCE COWM TTEE
April 14, 2009
9:15 a. m

9:15:51 AM

CALL TO ORDER

Co-Chair Stedman called the Senate Finance Comm ttee neeting
to order at 9:15 a. m

VEMBERS PRESENT

Senat or Lyman Hof f man, Co-Chair
Senator Bert Stedman, Co-Chair
Senator Charlie Huggins, Vice-Chair
Senator Johnny Ellis

Senat or Donny O son

Senat or Joe Thomas

MEMBERS ABSENT

None
ALSO PRESENT

Senator Kevin Meyer, Sponsor; Representative Jay Ranras,
Sponsor; Paul Fuhs, Legislative Dorector, Alaska Gasline
Port Authority (AGPA); Karen Rehfeld, Director, Ofice of
Managenment and Budget, Ofice of the Governor; Larry
Persily, Staff, Representative M ke Hawker, House Finance
Conmittee Co-Chair.

PRESENT VI A TELECONFERENCE

Steven Cunningham City Cerk, Cty of Houston, Al aska.

SUVVARY

SB 171 "An Act relating to the permanent fund dividend of
an otherwi se qualified individual who dies during
the qualifying year; and providing for an
effective date."
CS SB 171(FIN) was REPORTED out of Conmittee with
a "do pass" recomendation and with attached new
fiscal note 1 by the Departnment of Revenue.

SB 177 "An Act repealing the term nation of |icensing and

regul ation of sport fishing operators and sport
fishing guides and licensing and registration of
sport fishing vessels; and providing for an
effective date.”
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CS SB 177(FIN) was REPORTED out of Conmittee with
a "do pass" recomendation and wth attached
fiscal note 1 by the Departnment of Fish and Gane.

CS HCR 2(RES) am

Requesting the governor to provide energy security
for all Alaskans first by pursuing devel opnent of
a natural gas bullet pipeline fromthe North Sl ope
to the Cook Inlet region; and requesting the
gover nor to identify and negotiate where
appropriate with one or nore persons capable of
produci ng natural gas from the CGubik 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.

SCS CS HCR 2(RES) was REPORTED out of Conmittee
with no recommendation and no fiscal note.

CS HB 199(FIN) am

" An Act maki ng appropriations, i ncl udi ng
suppl enent al appropriations and capi tal
appropri ations; amendi ng appropri ations; and

providing for an effective date."

CS HB 199(FI N am was HEARD and HELD in Committee
for further consideration.

#sbl71
SENATE BILL NO._ 171

"An Act relating to the permanent fund dividend of an
otherw se qualified individual who dies during the
qual i fying year; and providing for an effective date."

9:17: 22 AM

SENATOR KEVI N MEYER, SPONSCOR, expl ained that the |egislation
provi des for the issuance of a permanent fund dividend check
to an eligible individual who dies during the qualifying
year. The estate of a person who was alive for nore than 180
days during the year would be allowed to apply for and
receive the dividend, which current |aw does not allow He
spoke of the experience of constituents.

Co-Chair Stedman asked the effective date. Senator Meyer
replied January 2010. Co-Chair Stedman <clarified that
persons who died after July 2009 would qualify. He referred
to an experience with a death in his famly.

Co-Chair Stednman pointed out that the fiscal note was
reduced by $572, 000 interagency receipts.
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Co-Chair Hoffman MOVED to report CS SB 171(FIN) out of
Comm ttee W th i ndi vi dual recommendat i ons and t he
acconpanying fiscal note. There being NO OBJECTION, it was
so ordered.

CS SB 171(FIN) was REPORTED out of Commttee with a "do
pass" recommendation and with attached new fiscal note 1 by
t he Departnent of Revenue.

#sbl1l77
SENATE BILL NO. 177

"An Act repealing the termnation of licensing and
regul ation of sport fishing operators and sport fishing
guides and licensing and registration of sport fishing
vessels; and providing for an effective date."

9: 20: 24 AM

Co- Chair Stedman gave a brief history of the |egislation and
referred to the fiscal note by the Departnment of Fish and
Gane for $462,000. He pointed out that the funding is
already in the FY10 budget.

SENATOR KEVI N MEYER, SPONSCOR, expl ained that the |egislation
woul d continue a good program that would otherw se sunset.
He defined the legislation as a program that would maintain
the professional standards of various sport fishing guides
in Alaska. He explained that the CS previously adopted by
the commttee allows a guide who dies or is injured in the
m ddl e of the season to be replaced with another guide prior
to receiving, with the understanding that the new guide
woul d obtain the training as soon as the season is over.

Co-Chair Stedman referred to the bill as a waiver provision
and noted that training classes are offered once each year.

Co-Chair Hoffman MOVED to report CS SB 177(FIN) out of
Comm ttee W th i ndi vi dual recommendat i ons and t he
acconpanying fiscal note. There being NO OBJECTION, it was
so ordered.

CS SB 177(FIN) was REPORTED out of Commttee with a "do
pass" recommendation and with attached fiscal note 1 by the
Department of Fish and Gane.

#her 2
CS FOR HOUSE CONCURRENT RESCLUTION NO. 2(RES) am

Requesting the governor to provide energy security for
all Al askans first by pursuing devel opnent of a natural
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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
per sons capabl e of producing natural gas fromthe Gubik
area, and other areas on the North Slope if necessary,
in sufficient quantities to support the energy needs of
Al askans and a bullet pipeline project.

9:23:17 AM

REPRESENTATI VE JAY RAMRAS, SPONSOR, provided an overview of
the history of the Ilegislation, which started as four
separate resolutions in the House that broke the
construction of an in-state gas bullet |ine into four
increnental steps. The first step was to work on supply of
the gas, whether from Gubik field or the North Slope as a

cont i ngent suppl y. The second step woirked on the
transportation facility. The third step addressed creating a
volume of demand that would fill the pipe and bring the

tariff down for all users. The fourth step addressed export
demand and attenpted to obtain sufficient conponents to fill
a 500 mllion cubic feet per day (Mwf/d) pipeline, or
approximately 180 billion cubic feet per year (Bcfl/y).

Representative Ranras noted that the Railbelt region needed
approximately 60 billion Bcf/y of gas for all residential
and light commercial operations. A restart of the Agrium
facility would require another 60 Bcf/y. Another 60 Bcfl/y
woul d be required for export.

Representative Ranras reported that the original four
resol uti ons were consolidated into one as they noved through
the House. He stated satisfaction with the legislation and
the progress that Harry Noah [Project Manager, In-State
Gasline] is making on behalf of the state. He noted that M.
Noah is having constructive conversations with Agrium and
t hat there has been di scussion regarding synthetic fuels. He
referred to a pending interim presentation from Doug Ward
with Alaska Ship and Dry Dock in Ketchikan regarding
building small ships that may be able to deliver fuel to
smal | Al askan coastal communities and thereby |ower energy
costs to rural Al aska.

9:26: 57 AM

Representative Ranras referred to a visit to D llingham
during the previous sumer’s energy hearings. The energy
commttee took public testinony from 80 to 100 residents
that the capacity to nake ice would cut down on fuel use. He
t hought that natural gas delivered through small ships could
play a significant role in increasing the gross donmestic
product of a community such as D llingham The shapers of
HCR 2 felt that the governor should take a nore aggressive
role in shaping an in-state bullet |ine.
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Representative Ranras thought that progress is best nade
incrementally.

9:28:50 AM AT EASE
9:29:31 AM RECONVENED

Representative Ranras opined that the admnistration could
be doing nore, although the drafters are satisfied with the
appoi ntment of M. Noah as an in-state gas coordi nator. The
| egislation encourages the admnistration to be nore
proactive. He listed actions he thought would be prudent,
i ncluding sending representatives to Ketchikan to talk with
M. Ward, talking with the US. Departnent of Energy
regarding an expansion of Alaska's export capacity, and
reaching to the U S. Departnent of Defense through the
executive branch to discuss gas-to-liquids devel opnent in
Sout hcentral Al aska. He thought that the state needed to
devel op energy in Al aska over the next fifty years. He did
not think AG A or Denali would offer a solution for many
parts of the state. In the current wuncertain economc
climate, he thought the state should develop energy for in-
state use.

9:31:46 AM

Co-Chair Hoffman referred to the |last resolve on page 4 and
asked the rationale for choosing the June 1, 2011 date.
Representative Ranras answered that the date had been taken
from M. Noah’s tineline and he thought it was a solid one.
Initially the date had been Novenber 2010, but he thought
the date should be tied to the next election cycle. He
rel ayed that M. Noah believed a pipeline conpany would be
sel ected and the project sanctioned by June 1.

Senator O son queried the cost over time of building nore
than one pipeline. Representative Ranras referred to
di scussions with the Federal Energy Regulatory Comm ssion
(FERC). Many peopl e have concerns that neither of the |arge
di anmeter pipelines would be built. He thought Al askans woul d
not tolerate a re-gas certificate for liquid natural gas
(LNG for the Conoco facility. He enphasi zed that the option
of inmporting LNG for interior Al aska was not acceptable to
nost Al askans.

Representative Ranras opined that if Alaska builds a
transportation facility, the market would take care of
itself when it conmes to a large dianeter pipeline. He
reiterated the need for steady increnental progress. He
t hought energy was a cornerstone for econom c independence
for Alaska. The state would not be dependent on credit
mar kets and nmul ti-national agreenents.

9:36:42 AM
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Senator O son asked the approximate cost of the bullet Iine.
Representative Ranras replied $200, 000 per dianeter inch per
mle; a 20-inch line would cost around $4 mllion per mle,
bringing the cost of an 800 nmile pipeline to $3.2 billion.
Allow ng a 20 percent cost overrun would bring the total to
$4 billion. He thought the noney would be well spent.

Representative Ranras added that the gasline could be built
with private sector capital and did not have to be built by
t he state.

Senator Thomas questioned the tineline. Representative
Ranras replied that there could be two failed open seasons,
one wth TransCanada and a contingent open season wth
Denali, wunless fiscal wuncertainties were addressed. He
t hought an in-state gasline would provide opportunity for
Nenana Basin to prove potential, as well as Gubik field and
North Slope fields. He stated that the purpose of the
resolution was to encourage the adm nistration to put nore
resource into developing gas for in-state use.

9:39: 20 AM

Senator Huggins comended Representative Ranras on his
initiative. He rem nded the conmttee about the extensive
support from citizens regarding devel oping gas for in-state
use. He stated support for M. Noah.

Senator Huggins queried potential for developnent in the
Nenana Basin, which would provide a shorter pipeline to
Fai r banks.

Representati ve Ranras gave an overvi ew of three possible gas
sources, which are being nonitored by M. Noah:

e Qubik: the supply is promsing. The field has about 600
Bcf. A gas pipeline with 180 Bcf/y for 20 years would
need 3.6 trillion cubic feet (Tcf). The difficulty is
that Anadarko made m stakes at the corporate |evel,
whi ch have compromised its ability to invest in Al aska.

* Nenana Basin: the commercial viability has yet to be
proven. There are problens with the Arnmy Corps of
Engineers related to building a road. The basin is
attractive but has a four-tiered process of determ ning
success. The first would be power generation. The
second is to have enough gas to build a very snal
di aneter gasline to Fairbanks, or sonme nodest LNG
facility that would allow gas to be trucked there. The
third would be sufficient gas supply to nove it north
as well as south to Southcentral. The fourth would be
to have enough gas to do those things and also
eventually nomnate gas into the large dianeter
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pi pel i ne. Pr oponent s have testified that t hey
anticipate finding between 20 and 50 Bcf this year and
potentially as nmuch as 200 Bcf in the basin. He stated
that the basin has characteristics simlar to Cook
I nl et Basin, which is now producing only 10,000 barrels
per day. Smaller pools of gas are expected in Nenana
Basi n.

* North Slope: 60 mles further north with the nost
expensive terrain to build a gas pipeline over. The
line has the support of the mayor of the North Sl ope
Borough. The gas would be “wet gas” and require gas
treatnment facilities.

9:44:57 AM

Senat or Huggi ns asked about right - of - way st at us.
Representative Ranras replied that there are two routes
pr oposed:

e Parks H ghway route: proposed by ENSTAR and the
preferred route of M. Noah.

 dennallen route: preferred route for Alaska Natural
Gas Devel opnent Authority (ANGDA). He opi ned that ANGDA
does not yet recognize M. Noah and needs to cooperate
with him The developnent authority clains that the
seven mles t hr ough Denal i Nat i onal Par k IS
unacceptable. Senators Mrkowski and Begich have
i ntroduced |l egislation that would allow the pipeline to
go through the sane right-of-way corridor that the
rail, road, and electric transmssion |ines pass
through. The dennallen route is longer and nore
expensi ve than the Parks Hi ghway route.

9:46: 58 AM

Co-Chair Hoffrman pointed to page 2, line 3 and queried the
pl acenent of the “Be It Resolved” before the “Wuereas.”
Representative Ranras answered that he was not sure why the
bill was drafted in that format.

Co-Chair Stedman asked for the issue to be checked.
Representati ve Ranras agreed to check

Senator Thonmas noted that the resolution attenpts to focus
the admnistration on the regulatory as well as economc
i ssues that need to be addressed and eval uated.
Representative Ranras replied that M. Noah would like to
lessen risk by having ANGDA be the applicant to the
Department of Natural Resources (DNR) for an in-state gas
pi peline. He thought that once there is a permanent
pipeline, a determnation could be nmade regarding which
entity would be best. He thought the entity woul d be ENSTAR
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Representative Ranras rem nded the conmttee that ENSTAR has
testified that they have $1 billion in cash and $3 billion
worth of credit, and are ready to build the gas pipeline. He
proposed that only governnment was standing in the way. The
intent of HCR 2 is to tell governnent as strongly as
possible to get out of the way and let the private sector
build the line.

9:50:42 AM

Co- Chair Stedman opened public testinony.

PAUL  FUHS, LEG SLATI VE DI RECTOR, ALASKA GASLI NE PORT
AUTHORI TY (AGPA), thought the resolution put governnent in
conplete control instead of getting governnment out of the
way. He noted simlar issues in the past with the Al aska
Gasline Inducenent Act (AGA) trying to control decisions
instead of letting the market guide them He stated that
ENSTAR could build the pipeline. He did not think the
question of cost risk had been addressed and opined that
rushing into a project could cost Southcentral consuners.
Once the certificate is granted, no other project wll be
allowed into the market until the debt is paid. There could
be a risk that the state would then not be able to bring in
cheaper gas if it became an option.

M. Fuhs referenced another in-state gas project that would
bring gas into Valdez. He stated that the Val dez project was
just as legitimte. He thought that enough volune was key to
getting reasonably priced gas to Southcentral Al aska. If the
state counts only on its own volune, the gas would be
extrenely expensive and people woul d not object to inporting
LNG at a third of the cost of an in-state gasline.

M. Fuhs stated that AGPA requested that the legislation be
anmended to support an export Ilicense for any in-state
gasline instead of focusing on one entity. He enphasized the
i nportance of supporting all options.

9:53: 56 AM

Co-Chair Hoffman MOVED to report SCS CS HCR 2(RES) out of
Comm ttee W th i ndi vi dual recommendat i ons and t he
acconpanying fiscal note. There being NO OBJECTION, it was
so ordered.

SCS CS HCR 2(RES) was REPORTED out of Commttee with no
recommendati on and no fiscal note.

#hb199
CS FOR HOUSE BILL NO 199(FIN) am
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"An Act nmaking appropriations, including supplenental
appropriations and capital appropriations; anending
appropriations; and providing for an effective date."

9:54: 55 AM

KAREN REHFELD, DI RECTOR, OFFICE OF MANAGEMENT AND BUDCET,
OFFI CE OF THE GOVERNOR, explained that HB 199 represented
the non-transportation appropriations expected from the
American Recovery and Reinvestnent Act (ARRA), or economc
stimulus bill.

Ms. Rehfeld acknow edged concerns about drawi ng on reserves
at the end of the current and next fiscal years as a result
of the current revenue shortfall. The admnistration has
been di scussing replacing general funds with ARRA funds. She
referred to a recommendati on. The | argest piece not included
in the governor’s request for the stinulus funds was rel ated
to education funding. She referred to two specific funds
t hrough the state fiscal stabilization program

e $20.7 mllion discretionary allocation
e $93 mllion for education purposes

Ms. Rehfeld explained that the House recommended that the
first part be allocated to conmunities through an additi onal
revenue-sharing payment. The adm ni stration hoped to use the
funds for capital appropriations, particularly those in SB
75 related to the mmjor maintenance list for schools, and
relieve pressure on the FY10 budget.

9: 58: 59 AM

Ms. Rehfeld rem nded the commttee that ARRA allows states
to utilize the funds to help offset increases in school
fundi ng. She requested using the funds in FY10 and FY1l for
i ncreases already approved in the school funding fornmnula.

Ms. Rehfeld added that in the area of public safety, the
adm ni stration had proposed wutilizing justice assistance
grants for capital projects rather than in the operating
budget. She pointed to a Departnent of Public Safety
appropriation in HB 199 for around $5.8 mllion in the
operating budget to hire law enforcenment officials. The
governor’s recomendation is to utilize the funds for a one-
time capital expenditure and continue to discuss using
general funds for |aw and public safety.

Ms. Rehfeld noted that the final itenms had already been
i ncorporated through the operating budgets, particularly in
the areas of Medicaid, child support enforcenent, and Child
Support Bl ock G ants.
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Ms. Rehfeld referred to potential anmendnents.

10: 01: 42 AM

LARRY PERSILY, STAFF, REPRESENTATIVE M KE HAWER, HOUSE
FI NANCE COW TTEE CO CHAIR, provided an overview of the
legislation as it passed from the House. House Bill 199
added in all the noney available to the state. The | argest
pi eces are $170 mllion for education, nostly state fisca

stabilization funds. The $93 million would flow through two
school districts. The $27 million discretionary fund would
go to comunities as additional revenue-sharing dollars. He
also pointed to funding for Title I, special education
funding at over $73 million through the districts.

Co-Chair Stedman asked for the definition of Title |I. M.
Persily described Title | as a distribution fornmula in
f eder al law dealing wth economically disadvantaged
students.

M. Persily added that approximately $56 million in stimulus
funds was added to HB 199 in the House for energy efficiency
grants, state energy program weat heri zation funds,
el ectronic nmedical records funding, and about $17 million
for job training and enpl oynent services.

10: 04: 15 AM

Senator Thomas asked how rmuch of the stinulus noney stil
remained. M. Persily answered that HB 199 |eaves no
stimulus noney wunclained. The grants are an unknown
guantity, and so are not included.

Co- Chair Stedman opened public testinony.

STEVEN CUNNINGHAM CITY CLERK, CITY OF HOUSTON (testified
via tel econference), spoke on behalf of the mayor of Houston
in support of maintaining revenue sharing. He described
Houston as an economically depressed area of Alaska wth
l[ittle infrastructure.

Co-Chair Stedman cl osed public testinony.

Co- Chair Hoffman commented that the $20 mllion for revenue
sharing was the only portion that would give Iloca
communities flexibility while stinulating the econony. He
stated his strong support for revenue sharing.

CS HB 199(FI N)am was HEARD and HELD in Committee for further
consi derati on.

10: 07: 44 AM

#
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ADJ OURNVENT

The neeting was adjourned at 10: 07 AM
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