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POSI TI ON STATEMENT:  Testified during the Overview of the Al aska
Propane Proj ect.

ACTI ON NARRATI VE

3:04: 03 PM

CO-CHAIR LANCE PRU TT called the House Special Conmttee on
Energy neeting to order at 3:04 p.m Representatives Pruitt,
Lynn, Petersen, and O son were present at the call to order.
Represent ati ves Saddl er, Tuck, and Foster arrived as the neeting
was in progress.

3:04:39 PM
Al aska Propane Project by the Alaska Natural Gas Devel opnent

Aut hority (ANGDAOver Vi ew ALASKA PROPANE PRQIECT BY THE ALASKA
NATURAL GAS DEVELOPMENT AUTHORI TY ( ANGDA

3:04:51 PM

CO-CHAIR PRUI TT announced that the only order of business would
be updates on the Al aska Propane Project by the Al aska Natural
Gas Devel opnment Aut hority (ANGDA).

3:05:15 PM

CO- CHAIR PRU TT spoke of his interest in the subject and noted
the Alaska North Slope Propane Conference is underway in
Anchor age.

3:06:49 PM

HARCLD HEI NZE, Chi ef Executive Oficer (CEO, Al aska Natural Gas
Devel opment Authority (ANGDA), stressed the inportance of ANGDA

weighing in on the subject of the Al aska Propane Project. He
expl ained that ANGDA is a public corporation forned through the
initiative process in the 2002 election. It has worked on a

wi de variety of projects consistent with its mssion of bring
North Slope gas to market in a nethod that benefits Al askans.
He highlighted that "benefits Alaskans” is the key piece of
delivering gas statew de. He related that ANGDA has worked on
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numer ous aspects of the issue and given its limted resources
has nost recently focused on areas that represent the prine
i nportance in Al aska. First, ANGDA has participated on behalf
of the electric utilities of Alaska in the open season process
of both of the big pipeline projects: the Denali Pipeline and
the Al aska Pipeline Project. He enphasized that working in this
process has put ANGDA in the position for many electrical
custoners to enjoy the benefits of reduced transm ssion costs
for North Slope gas when the pipeline is built. The pipeline
may affect up to 75 percent of Al askans. Secondly, ANGDA has
focused its efforts on North Slope propane since a substantial
anount of propane, which is a heavier gas nolecule, also exists

in the vast North Slope reserves. Bringing this propane to
mar ket coul d assist Al askans who will not directly benefit from
the big pipeline. He attested by working sinultaneously on

t hese i ssues, ANGDA can assi st Al askan consuners.

MR. FUHS offered his belief that a whol esale propane facility on
the North Slope and actively participating in the big pipeline
process fit in the total picture of providing power for the
state. He acknow edged the wuncertainty of when and how the
North Sl ope gas can be tapped but stressed that both ideas wll
be pursued. The North Slope natural gas reserves, in terns of
natural gas and natural gas liquids such as propane, are far
nmore extensive that Alaska can ever use. He predicted the
reserves are 10 to 20 times greater than Alaska's needs so
Al aska nmust |ook for markets outside the state. He said the
mar ket has changed and ANGDA sees opportunities for in-state use
and export to support the econom es of scale. Initially ANGDA
considered a small scale facility on the North Slope but the
market did not warrant the investment risk. He related that
currently ANGDA is working with the Prudhoe Bay Unit owners and
ANGDA is poised to better acconplish this project, particularly
given the export opportunities that should provide the econom es
of scale. He cautioned that all costs nust be considered since
it is not only the cost of purchasing propane and separating the
nol ecul es, but the cost of delivering them that determ nes
whether this energy source is a bargain or has a high value to
t he consuner.

3:14: 43 PM
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MARY ANN PEASE, Consultant, Alaska Natural Gas Devel opnent
Authority (ANGDA), stated she is pleased to be attending the
Alaska North Slope Propane Conference wth stakehol ders
attending from all over the US. Al  facets of propane
distribution are wunder discussion, including infrastructure,
transportation opportunities, di stribution, and financi ng.
ROUSCH Cl eanTech has been active with auto racing has partnered
with Ford Mdtor Conpany to develop a protein fuel injection
system for fleet services throughout the world.

M5. PEASE began her presentation "Connecting Al askans to their
Natural Gas." She referred to a map depicting proposed pipeline
routes [slide 1]. She related that the map depicts all of the
proposed pipeline projects but the proposed pipeline routes do
not reach nmany parts of the state. ANGDA would fill in the
areas in the state that wll never be reached by any pipeline.
The propane project wuld off-take North Slope propane at
strategic conpressor stations once a pipeline is built. The
ANGDA's intent is to develop a nmarket for propane fromthe North
Sl ope that would provide an attractive alternative to costly
diesel. The current price of hone heating oil in the Northwest
Arctic Borough was reported at the Al aska North Sl ope Propane
Conference today at $9.85. Resources for in state use and
expanding to Asian markets could provide jobs, i ndustry
devel opment, and opportunities.

MS. PEASE |isted propane's benefits and opportunities [slide 2].
The picture for propane changed several years ago with oil at
$144 per Dbarrel. She related her wunderstanding that it was
al ways envi sioned that propane would be transported on the main
pi peline and off-takes would provide propane to other parts of
the state. When oil increased to $144 per barrel North Sl ope
propane rose as an alternative source for non-discretionary hone
heati ng and |ighting. She predicted that the plan to provide
propane to the state could be developed and operational in a
two-year period well ahead of any pipeline conpletion. The
benefit of wusing North Slope propane is that it provides an
attractive clean fuel for rural Al aska. Many of the discussion
points at the conference have highlighted the reality that the
transition to ultra-low sulfur diesel is costly and unattainable
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to many rural Alaska's conmunities [slide 3]. It is not
possible to build sufficient storage or get the supply to neet
rural Alaska's requirenents. Propane has been used for decades
and the price advantage of North Slope propane saves on
transportation. It is being priced with the North Slope as the
mar ket point rather than transporting it from Prince Rupert via
barge to Wiittier and transporting it via rail to Fairbanks and

beyond. To do so, cuts off a huge portion of the |ogistical
“train." Propane would transcend the natural gas pipeline
route. Even with a natural gas pipeline, there 1is the
opportunity to provide propane to critical markets in Alaska
beyond Sout hcentral . She enphasized the volunes of C3 propane
are world class. This opportunity could expand beyond Al aska to
nati onal markets. Today there is no market for North Slope
pr opane. Currently Prudhoe Bay wunit operators have an
operational target for the nmaxinmum anount of propane to
facilitate injection to keep oil flowng through the Trans-

Al aska Pi pel i ne System ( TAPS)

M5. PEASE offered her belief that in exam ning the petrochem cal
mar ket, the 20,000 billion cubic feet (bcf/d) per day of propane

could be supplied by direct marine export [slide 4]. She
recalled Lt. Governor Mead Treadwell's coments this norning
about arctic transportation corridors beginning to energe. He

said the reduced extent and thickness of polar ice routes
creates potenti al transportation opportunities through the
Arctic that will add to the market. She pointed out that ANGDA

is wlling to facilitate and bring the stakehol ders together.
The project will be a private sector project that will be driven
by markets and business sense. ANGDA is part of an Al aska

Propane Consortium Goup that has been neeting in Anchorage.
She stressed the discussions with producers to highlight the
opportunities beyond Al aska. A vibrant business case exists to
open up potential. She discussed the logistics to Asia and U. S.
West Coast [slide 5]. She anticipated the proposed natural gas
pipeline would provide 4.5 bcf/d of gas unless a snmaller
di aneter pipeline was built. She stressed that 110,250 barrels
per day represents a worldw de opportunity. Al aska's demand has
been estimated at 3,000 to 3,500 barrels per day, which provides
an in state perspective on the magnitude of natural gas.
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3:24: 37 PM

M5. PEASE stated the volune in the pipeline wll create a
wor | dwi de opportunity. She highlighted the "Feedstock Based
Cracker Production Capacities"” and noted that the conposition of
liquids available has not changed significantly since 2004 when
these figures were developed for the right-of-way application
[slide 6]. She reported that the "Alaska Gas & NG. Potenti al
Uses" slide garnered attention at the conference [slide 7]. The
rich stream of gas holds many types of gas opportunity for
inports and exports, which is dependent upon the private sector
devel opment and nmarketi ng. She comented that many people
attending the conference also participate in the worldw de
Propane Gas Associ ation. Participants at the conference noted
that Hawaii and Asia have insatiable appetites for propane
[slide 8]. Hawaii consunmes a mnmllion gallons of inported
propane per day on one island alone. They are keenly interested
in obtaining propane from the U S. rather than Asia. Bri ngi ng
together the stakeholders and having industry represented has
been one of +the things ANGDA has been working hard to
acconpl i sh. There is a channel to market issue for exports
[slide 9]. She enphasi zed the opportunity that partnering with
a US. conpany could have to facilitate market devel opnent
activities in a sustainable nmanner. ANGDA is asking the Prudhoe
Bay owners to perform technical evaluation of liquids and to
consider developnent of a logistical facility [slide 10].
Initially, ANGDA worked solely on the in state market. The in
state market is inmportant to Alaska and its rural comunities.
However, it does not rise to a conpelling comrercial transaction
for the North Slope operators. ANGDA also considers the
wor |l dwi de needs, including Asia and the US. Wst Coast.
Additionally, technical work needs to be done on the cost
estimates for nodifications and requirenents for the central gas
facility. She offered her belief that a mninmm investnent of
$300,000 will be necessary on technical and feasibility studies.
This would provide a marketing plan from the State of Al aska
that would identify the narket opportunity in a clear and
defined manner and a non-unit logistical facility to receive
i ndi vi dual propane sales. That nmeans ANGDA is asking to put in
place a very rich extraction stream of the North Slope propane
at a wholesale facility which mkes it available to an
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aggregator and other users within the state. She hi ghli ghted
the positive nature of doing so. It is possible to develop the
site separate from the Prudhoe Bay unit. She remarked that
this would be a very small volunme, about 2,500 barrels in an
extrenmely high-cost plant estimated to cost $20 million for the
initial devel opment cost. She related her understanding that
t hese changes could happen for a small investnent to the central
gas facility right before the propane extraction plant that
currently exists. She said to do so could result in 20 mllion
barrel s per day which presents a conpelling business argunent.

3:30:45 PM

M5. PEASE referred to a study done by Northern Econom cs, Inc

on the Alaska Pipeline Project In-state Gas Study [slide 11].
This study enconpassed the Denali pipeline project as well as
the Alaska Pipeline Project. This study examned the
opportunity for propane once the proposed natural gas pipeline
is built. She pointed out that in zero to five years the demand

will still be about the sane, about 3,000 barrels per day.
However, the demand grows to 30,000 barrels per day in years 10-
15. She remarked on the potential for in-state denmand for

propane as an alternative energy source at a reasonable price.
She pointed out the need for propane for fleet services.
Currently, hundreds of barrels of ultra lowsulfur diesel are
trucked to the North Slope to provide for fleet services
operation and the cost is extrenely high. She anticipated that
a fueling station could provide Al aska's propane on the North
Slope if the fleet were to be converted to propane, which would

avoid spill issues. She highlighted that this idea and
opportunity is beginning to gain traction. Addi tionally,
propane could be used for exploration and drilling, industrial

applications such as electrical generation, and transitional
devel opment from in-state and North Slope- use to longer-term
export. The best opportunity is for rural community and village
home heati ng. She pointed out that providing alternatives to
the $9.85 per gallon in Kotzebue and beyond is one thing ANGDA
is focused on and can do today. The "Propane Bargi ng/ Tankering
Direct from North Slope" could happen direct from the North
Slope [slide 13]. Ms. Pease concluded that if Alaska had a
propane whol esale facility on the North Slope the propane could
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be t rucked, bar ged, or exported directly to m ni ng

opportunities, gas operations in Cook Inlet, to Hawaii, and for
use by petrochem cal manufacturer's in-state, as well as to the
Lower 48 and West Coast for seasonal denmand. She enphasi zed

that this opportunity could so easily be acconplished and
enbraces the private sector and developnent of Alaska's
resources in a sustainable and opportunistic rmanner going
forward

3:34: 54 PM

REPRESENTATI VE SADDLER asked whet her t he pr opane IS
conpr essi bl e.

M5. PEASE answered that it is a liquid, but air can be added to
it so it can be injected. She offered to provide technical
appl i cations.

3:36: 09 PM

REPRESENTATI VE SADDLER referred to the cost of the propane
separation facility on the North Slope and asked for
clarification on whether it would be incorporated just above the
gas treatnment facility.

M5. PEASE answered yes, that would be the unoptim zed plant that
woul d produce about 2,500 barrels per day. She expl ai ned t hat
if the North Slope owners changed the central gas system the
result would reduce the <cost and increase the volunme to
approximately 20,000 barrels of propane per day. She rel ated
that the goal is to reduce the overall cost and bring it back to
the Prudhoe Bay unit to see if the producers and owners woul d be
willing to consider this as a business nmarket opportunity. | f
not, there is a backup plan that this project is viable over a
period of tine.

3:37:14 PM
REPRESENTATI VE SADDLER related his understanding $200 mllion

woul d provide a stand-alone facility that would produce 2,500
barrel s per day.
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M5. PEASE agreed noting that it is so expensive since it would
take a full-gas streamwith the CO2 still needing to be renoved
and the plant would not be located in the optinmal place on the
North Sl ope. She explained the goal is to work with the North
Slope owners and producers to work to develop a propane
whol esale facility that would utilize the nore optimzed richer
stream of propane ahead of the propane extraction facility that

exists today prior to injection. In further response to
Representative Saddler, she agreed that it woul d take
approxi mately $300,000 for a study. She remarked that she is
encouraged by the prelimnary discussions and work. The

prelimnary findings indicate the opportunity is so incredible
t he producers and owners should enbrace it since it would |ikely
pan out .

3:38: 25 PM

REPRESENTATI VE PETERSEN recalled the British Thermal Units (BTU)
val ues of propane are two-thirds of diesel. He asked what the
cost would be in Kotzebue to outline the potential savings.

M5. PEASE answered that the BTU for propane equals 91,600 per
gallon and on fuel oil is 145,000 per gallon. She offered to
provide a slide she developed for the conference which puts it
on a one mllion BTU (MvBtu) equival ent basis. Thus, basically
a custoner paying $2.90 for fuel oil would pay $1.83 for propane
under the MwBtu basis. She explained the premise is that
communities currently use propane so if it could be sourced from
the North Slope instead of transporting it from Prince Rupert,
Al aska can ensure the product would be cheaper from North Sl ope
and woul d use existing equi prment.

3:40: 16 PM

COCHAIR PRU TT recalled the propane distribution nap at the

ANGDA of fi ce. He also recalled the Lt. Governor's comments at
the conference. He inquired as to the feasibility and potenti al
to transport propane directly from North Sl ope. He further

inquired as to whether as to the infrastructure needed and if
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any special equipnent would be needed to transport propane via
rivers and the Arctic Ccean

M5. PEASE offered one presentation at the conference was on
"steel internodal containers” known as SO containers that can
be stacked and placed on barges and transported via rivers to

rural Al aska's conmmunities. She recalled that |1SO containers
are stacked eight or nine high on vessels for transport to
Hawai i, and other places. She related that the ice opening up
on the North Slope presents an opportunity to expand the length
of time annually to reach comunities. She stated that barges
have a lower draft. More inportantly, the technology is

changing including a truck with a crane built into it that could
be | oaded on a barge and used in towns and villages to off-take
the 1SO containers as well as transport the containers to other
| ocations. She recalled one consideration nentioned would be to
load the 1SO on a sled facility to transport during the w nter
She noted that many of the villages are nore isolated in the
w nter and access is by snow machi ne or sl ed.

3:43: 57 PM

MR. HEI NZE el aborated on the Arctic ice conditions. He stated
that ANGDA is looking at a direct shipnent from Prudhoe Bay
through the Beaufort Sea and ice for a nunber of decades. The
"gane changer" that has occurred the past few years has been
that the Arctic ice cap has withdrawn hundreds of mles fromthe
coastline. Thus, when the ice freezes each year it is referred
to as "one-year ice" which is thinner and can be broken in the
wi nter by tankers and other ships not considered "icebreakers."
Smal | er ocean-goi ng tankers can be strengthened and could obtain
access 8-9 nonths of the year. He described possible port
facilities for Arctic conditions including necessary water depth
of 30-40 feet. He stated sone ice related technol ogies that may

allow a protected atoll, loading facilities below the ice
surface. Maj or concerns surrounding tankers have related to
oil. Propane tankers are pressure tanks, double hulled, and

spill ed propane evaporates so it does not represent traditiona
types of contam nation. He related that ANGDA has been working
to identify interested partners who are wlling to help
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investigate issues to gain access to a world class supply of
natural gas. He offered his belief that sonme partners exist.

3:47:27 PM

REPRESENTATI VE SADDLER inquired as to the capital transition
cost from fuel oil to propane. He further inquired as to
whether the burners work the same and if it is possible to

convert fromone fuel source to another.

M5. PEASE answered that the conversion cost would be [ow well

under $2, 000. Conversion of appliances would be paid for by
savings in one year. Also, there are rebates available for
cl ean-burning fuel. She offered her belief that rural Al aska

woul d enbrace propane and the issue is just obtaining the |ower
cost propane source instead of inporting the propane.

MR. HEI NZE added that in ternms of hone heating that honeowners
would likely add propane heaters in addition to their existing
di esel fuel source. Thus, he did not envision that honeowners
woul d renove existing equi pnent, but would add to their systens
to provide alternatives for honeowners. He stated that in nmany
conditions in rural Alaska it is inportant to have redundancies
and alternatives. The cost of adding another heater is small in
conparison to the annual heating bill. Addi tionally, ANGDA did
not anticipate an instant conversion of everyone in Al aska. He
thought it could take a full generation for that to happen.
Some residents, such as in the Northwest Arctic Borough have
difficult logistics so the notive isn't so much as price, but
the | ogistics.

3:51: 33 PM

PAUL FUHS, Consultant, Al aska Natural Gas Devel opnent Authority
(ANGDA), stated that he contracted with ANGDA to perform a
| ogi stics study. It began with water-related |ogistics but
extended to rail, trucking, pipeline production and other
facets. He suggested that a high degree of uncertainty exists
with respect to the natural gas pipeline, the Susitna Dam or
for any major project. He offered his belief that with any
scenari o propane could play a role. He said the propane project
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would fit in with any natural gas pipeline project. Currently,
propane could be developed in the short term on the North Slope
or for the long term off-takes could be placed at points al ong
a natural gas pipeline. He offered to discuss the logistics

Thus, propane is a good project to invest in since it has |ong-
term inpacts in terns of energy policy. He stated differences
in propane versus natural gas. Ceneral ly, propane represents
about two percent of the gas steam in the North Sl ope. It is
not efficient since it requires processing 98 percent to obtain
two percent propane. He answered an earlier question noting
that the North Slope propane works out to about $2 per gallon

However, if one could get to the point in the central gas
processing plant with the highest concentration of propane it
woul d reach 35 percent of propane within the stream That would
vastly reduce the processing costs so he calculated that that
woul d reduce costs to about $.50 per gallon. The original ANGDA
contract with one of the suppliers used the two percent gas
stream Currently, the central gas processing plant requires
all three Prudhoe Bay operating unit operators to agree which is
a nore conplicated process that he characterized as "three

nmoving parts.” He did not think that this aspect mattered much
overall to the oil conpanies but it would nmake a different to
Al aska. He suggested this could be a talking point during

di scussions with the operators since it could be inportant to
Alaska. He said if any pipeline was built that a straddle plant
could be added to any location on a pipeline. He related that
the Yukon River was reviewed as a potential plant |ocation since
the Yukon River is the best place for river access to Wstern
Al aska. Additionally, the Yukon Ri ver has the deepest water so
the | arger barges cost efficient barges can be used. He stated
that natural gas would be processed at Fairbanks into nethane so
the propane would also be pulled off. Whether a bullet line or
other pipeline is built it would nmake sense to have a plant
| ocated in Fairbanks and nake deliveries to Tok or other places

by truck. A bullet line or other pipeline that presents access
to tidewater also makes it feasible to deliver to areas that do
not freeze up. This would provide the advantage of periodic

deliveries to comunities and could significantly reduce or
elimnate storage facilities that are necessary in Wstern
Al aska. He reviewed pricing issues, pointed out that propane
has 2/3 the BTU value of diesel. He related a scenario in which
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the value of diesel was $4. This would require $6 worth of
propane to be equivalent. He pointed out that propane would
need to be sold at $6.50 per gallon to be equivalent to $9.85.
Thus, any cost under $6.50 per gallon would represent a savings
to consuners. He pointed out that propane is 2.5 tines the BTU
val ue of nethane. He stated that it is concentrated but
consuners are famliar wth its use. He conpared it to
liquefied natural gas which is cryogenic and transported at
mnus 270 degrees and nust be transported in specialized
containers or the netal will crystallize and break at the | ower
t enper at ur es. Currently, the conpetition between distributors
keeps the cost conpetitive. In areas wthout conpetition, the
utilities have banded together to nake aggregated purchases to
reduce conpetition costs. Wen the utilities distribute fuel
the Regul atory Commi ssion of Al aska (RCA) requires them to pass
on distribution savings to consumers. He noted that sonetines
the distribution charges create the highest cost. He suggested
an electric coop mght bring in fuel at a reasonable price and
turn it over to the village corporation or |ocal government who

must then store it and pay storage costs. Addi tionally, the
fuel is mrked up by comunities short of funds since it
provides the only source of incone. He characterized it as a

tough situation since the parties charge a high price to locals
in order to survive financially.

3:59:51 PM
MR. FUHS referred to potential uses. He said that even if the

el ectric issues are solved the home energy cost problem is not
sol ved despite the work that has been done with wi nd power and

ot her alternative power. He related that Southcentral Al aska
pays about the same for hone heating as electricity. I n
Fai rbanks hone heating costs twice as nuch whereas rura
Al askans pay four times as nuch for honme heating. He pointed
out that this is where propane can assist homeowners. He
recalled that the cost of a tank and unit, including fuel for a

nonth cost $3,000 to convert a honme to propane. He referred to
a chart titled, AEA Regional Energy Cost, August 2008, page 5 of
his report, titled "Propane Production, Transportation and
Utilization in Rural and Urban Al aska.™ He conpared the costs
bet ween Sout heast Al aska, Anchorage, Fai rbanks, and Rura
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Al aska. The | owest costs were in Southeast Al aska at $5,000 per
year, Anchorage at $8,000, Fairbanks at $9,000 and Rural Al aska
at  $12, 000. He stated that 20.2 percent of total household
incone is spent on energy in rural Al aska. He highlighted the
need to have a conprehensive program if the overall goal is to
| oner household energy costs to nake it affordable. Sone areas
of the urban part of the state are not served because of |ow
density housing. He stated that even if the natural gas
pipeline were to be built to Fairbanks approximtely 60,000
people would not be served by a natural gas pipeline. Pr opane
can fill the gap. Propane would be an ideal fuel for electrica

generation because the notors do not wear out as fast as diesel.

He reported that diesel engines can be retrofitted by installing
an input orifice on the intake manifold to inject propane in a
m xture of up to 25 percent wi thout further nodifications to the
unit which will burn cleaner. Addi tionally, propane generators
operate on a nmuch lower nmaintenance schedule than diesel

generators, he said. He stated in areas in which wnd
generators are used the diesel generator will still run unless
the wind generators are continuously operating which nakes them
|l ess efficient. However, using propane generators allows
scalability so the generator works in conjunction with the w nd
generator according to the w nd. He characterized it as a
better fit with wind energy in addition to better air quality.

He stated that the Donlin Creek mne is installing generators
that can burn diesel, nethane or propane. He touched on
conditions that can trigger necessity to add scrubbers which
illustrated that propane may work well for mning operations.

4:05:50 PM
MR. FUHS discussed marine transportation costs. In the Lower
48, the nedium and smaller sized trucks run on propane. He

related that the cost is $.50 per gallon to truck a single bulk
tank of 10,000 gallons or two 20 foot | SGCs. These |imts are
consistent with weight restrictions on the Dalton H ghway. He
conpared barge costs for shipping 100 pounds from Nenana to
Tanana at $.65 per gallon, Nenana to Galena at $.80 per gallon

and Nenana to St. Marys at $1.57 per gallon. He projected costs
for North Slope propane at $2, plus transportation costs of $2,
would total $4, which would be equivalent to $6 for diesel
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costs. He referred to the 1SO containers previously nentioned
noting the many attributes such as stacking on barges,
portability, and that they can also serve as storage in a
village. Additionally, wheels can be added, he said.

4:07:32 PM

REPRESENTATI VE SADDLER inquired as to whether there are specia
hazardous restrictions on transporting propane tanks.

MR. FUHS answered no. He pointed out that restrictions do not
apply even on bulk barge. He comented that the propane
requires nore storage than diesel, but a propane tank farm does
not require any bermor liners since the fuel is a "green" fuel.
He recalled the Denali Conmission still has about $200 nillion
in outstanding tank replacenments in villages. He related that
if cost savings can be shown that the Denali Comm ssion would
substitute propane tanks instead of diesel fuel tanks.

4:08: 55 PM

REPRESENTATI VE SADDLER inquired as to the anount of propane that
could be carried in one tank truck.

MR, FUHS answered that approxinmately 2,500 barrels could be
transported per tank truck. He projected that a bullet I|ine
woul d produce 12,000 barrels of propane per day. He related
that shipment to tidewater in Southcentral Al aska is the easiest
to serve and the hardest is in Wstern Al aska. He stated that
he considered direct shipnments from the North Sl ope which would
pose sone additional issues. The ocean depths on the North
Slope are shallow so a berthing facility would be required.
While an existing dock exists the facility is extensively used.
The nost likely custoners would be the Red Dog M ne and regi ona
fuel hubs |ike None or Bethel. He discussed sonme technical
i ssues including 50 percent nobre storage. Si nce propane does
not vaporize below m nus 45 degrees nodifications would need to
be nade for extrene cold. One solution is to create an Arctic
grade of propane by adding additional ethane. Anot her sol ution
may be to bury the tank. The University of Al aska Col d Regi ona
Research Facility in Fairbanks studied this and the tenperatures
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did not exceed mnus 19 degrees. He pointed out that an
alternative supply is necessary in case of any disruption of
supply, which could be handled by shipping on rail. Final ly,
training is required to ensure safe operations.

4:14. 58 PM
CO CHAI R FOSTER commented that this is an exciting prospect for

rural Al aska. He offered his belief that the Bush wll be
i nt erest ed.

CO-CHAIR PRU TT agreed propane represents great potential for
rural areas.

REPRESENTATI VE SADDLER al so commented by referring to a quote on
whet her there is anything that cannot be done.

REPRESENTATI VE PETERSEN has used propane for many years. He
poi nted out that propane creates a val ue-added product for the

state.

CO-CHAIR PRU TT agreed that propane may serve as a bridge unti
new t echnol ogy i s devel oped.

CO CHAIR FOSTER rel ated that some propane is being used in None
so making the transition seened feasible.

4:19:13 PM
ADJ OURNVENT

There being no further business before the commttee, the House
Special Commttee on Energy neeting was adjourned at 4:19 p.m
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