HOUSE FI NANCE COWM TTEE
March 13, 2012
8:34 a.m

8:34:11 AM

CALL TO ORDER

Co-Chair Stoltze called the House Finance Conmmittee neeting
to order at 8:34 a.m

VEMBERS PRESENT

Representative Bill Stoltze, Co-Chair
Representative Bill Thomas Jr., Co-Chair
Representati ve Anna Faircl ough, Vice-Chair
Representative Ma Costello
Representative M ke Doogan

Representati ve Bryce Edgnon
Representative Les Gara

Representative David Cuttenberg
Represent ati ve Reggi e Joul e

Representati ve Mark Neuman
Representative Tanme W/ son

VEMBERS ABSENT

None

ALSO PRESENT

Representative Ma Costello, Sponsor; Representative M ke
Chenaul t, Sponsor; Representative M ke Hawker, Co-Sponsor;
Tom Wight, Staff, Representative Mke Chenault; Josh
Walton, Staff, Representative Ma Costello; Joe Dubler,
Vice President and Chief Financial Oficer, Al aska Gasline
Devel opnent Corporation and Director of Finance, Al aska
Housi ng Finance Corporation, Departnment of Revenue; Rena
Del bridge, Staff, Representative M ke Hawker; Jane Pearson,
Staff, Representative Steve Johnson; Barbara Huff Tuckness,
Director, Legislative and Governnental Affairs, Teansters
Local 959; Gene Therriault, Vice President, Resource
Devel opnent, Golden Valley Electric Association.

PRESENT VI A TELECONFERENCE
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Jerry Cleworth, Mayor, Fairbanks.
SUMVARY
HB 9 | N- STATE GASLI NE DEVELOPMENT CORP

HB 9 was HEARD and HELD in Committee for further
consi derati on.

HCR 24 STATE FOOD RESOURCE DEVELOPMENT GROUP
HCR 24 was SCHEDULED but not HEARD.

HB 170 MUNI TAX EXEMPTI ON FOR CERTAI N VOLUNTEERS
HB 170 was SCHEDULED but not HEARD.

HB 252 | NCOVE TAX EXEMPTI ON
CS HB 252(FIN) was REPORTED out of commttee with
a "do pass" recomendation and wth a new
indeterminate fiscal note from the Departnent of
Revenue.

HB 289 NATURAL GAS STORAGE TAX CREDI T/ REGULATI ON

HB 289 was HEARD and HELD in Comrittee for
further consideration.

#hb252
HOUSE BI LL NO. 252

"An Act exenpting certain small businesses from the
corporate incone tax; and providing for an effective
date. "

8:34:51 AM

REPRESENTATIVE M A  COSTELLG, SPONSOR, i ntroduced the
| egi sl ation.

Representative Gara expressed concern that small businesses
could retain the exenption after nmaking |arge anounts of
noney. He proposed that only the first $10 million remain
tax free on profits, and he queried the duration of the
tax-free status.
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Representative Costello replied that the tax would be
applicable until a business reached $50 mllion in gross
aggregat e assets.

Representative Gara wondered whether a tax break, but not a
full tax break should be offered as business becane nore
successful. He wondered about limting the full tax break
to the first $10 mllion tax in profits.

JOSH WALTON, STAFF, REPRESENTATIVE M A COSTELLO, responded
that the $50 million cap was witten into the federal code.
He noted that other requirenments were witten into the code
as well, such as how the assets would be used in expansion
into other businesses or areas not included in the federa
definition. He stated that the change was not out of the
guestion; however, the legislation was intended to nake
Al aska as conpetitive as possible for small businesses. He
t hought that the idea could be revisited in the future once
the effect of the bill could be gauged.

Representative WIson asked if the intention was to remain
consistent with the federal governnent.

Representative Costell o responded in the affirmative.

8:39:22 AM

Representative Doogan pointed to page 2, line 10. He
requested an explanation for the words "authorized to do
business in the state.” He wondered how the |anguage was
distinct from"incorporated in the state."

M. Wilton responded that there was not nuch of a
distinction. He elaborated that originally the term "Al aska
Corporation,” had been defined explicitly because of the
requirenent that the businesses be headquartered in the
state, but that The Departnent of Law had believed that
that would be a violation on inter-state comerce. The
Al aska Corporation was then defined as a corporation that
was aut horized to do business within the state.

Representati ve Doogan surm sed that the |anguage indicated
Alaska Airlines or ot her conmpani es that were  not
headquartered here, but that did business in the state

M. Walton replied that that was generally correct. He
noted that Al aska Airlines was a transportati on conpany and
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would not qualify for the tax breaks discussed in the
| egi sl ati on.

Representative Neuman referred to the sponsor statenment. He
read that the types of businesses that would be affected
were highly nobile and had many options regarding where

t hey coul d | ocat e their busi ness. Such conpani es
consequently tended to |locate el sewhere, even when founded
by Alaskan's. He asked if the bill contained sideboards

that stipulated that if the conpanies were going to receive
credits from the state that they nust also be located in
t he state.

8:42:16 AM

M. Walton explained that the bill provided an exenption
from state corporate incone tax and only incurred corporate
incone tax liabilities for the activities carried out in

the state. Qut-of-state activities would be subject under
the laws of the respective states.

Representative Neuman understood that in order to receive
the credits the work had to be done in Al aska.

M. Walton responded in the affirmative.

Vi ce-chair Fairclough discussed the new fiscal note from
t he Departnent of Revenue.

Co-Chair Stoltze solicited anendnents.

Represent ati ve Doogan wondered whether fiscal note nunber 1
was still applicable.

Co-Chair Stoltze replied that fiscal note 1 had been
attached to a previous version of the bill.

Co-Chair Thomas MOWED to report CS HB 252(FIN) out of
committee W th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal note. There being NO OBJECTION, it was
so ordered.

CS HB 252(FIN) was REPORTED out of commttee with a "do
pass” recommendation and with a new indetermnate fiscal
note fromthe Departnent of Revenue.

8:45: 26 AM
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AT EASE

8.:47.:19 AM

RECONVENED

#hb9

HOUSE BILL NO 9
"An  Act requiring the Joint In-State  Gasline
Devel opnent Team to report to the legislature

recommended changes to state law that are required to
enable or facilitate the design, financing, and
construction of an in-state natural gas pipeline so
that the in- state natural gas pipeline is operational
before 2016; and providing for an effective date."

8:47: 24 AM

REPRESENTATI VE M KE CHENAULT, SPONSOR, introduced HB 9. He
stated two years ago the legislature passed HB 369, which
dealt wth advancing an in-state gas pipeline project.
Since that tine, the Al aska Gasline Devel opnment Corporation
(AGDC) had nmde progress developing a project along solid
timelines and the bill had been crafted to namintain the
nomentum He shared that the bill was nore detailed than he
had originally intended. He relayed that the original
intention of the legislation had been to provide AGDC with
the tools that would allow the project to be refined to the
poi nt of advancenent. He qualified that advancenent of the
project would be dependent on a successful open season.
The state had invested hundreds of mllions of dollars in
pursuit of a gas pipeline, but it had been perpetually held
back due to a variety of reasons. The sponsors had
attenpted to answer a nunber of concerns from other
menbers. He did not want the project to be in conpetition
with another gasline project. He admtted that he wasn't
sure of the logistics of the project. He believed the issue
was about policy and trying to get gas to Al askans.

8:51:10 AM

Representati ve Chenaul t conti nued to di scuss t he
| egislation. He understood that nore gas could be sent
through a larger, rather than a smaller line. He said that
the state's hands were tied by +the Alaska Gasline
| nducenent Act (AGA). He stated that the bill was an
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attenpt to address concerns to nove the pipeline project
forward to an open season.

REPRESENTATIVE M KE HAWKER, CO SPONSOR, endorsed the
background and description of the Dbill sponsor . He
explained that HB 369, which had been passed two years
earlier, had been the inspiration for the legislation. He
shared that HB 369 had directed certain state enployees at
Al aska Housing Finance Corporation (AHFC) to nove forward
and begin developing a project plan for delivering gas to
Al askans. He cited the specific objectives in the plan:

(c) The project plan nust include specific plans to
coordinate and facilitate construction, ownership,
operation, and nanagenent of a natural gas pipeline
serving Fairbanks, the south-central region of the
state, and other comunities whenever practicable,
connecting with or enhancing the existing gas pipeline
system and reaching to tidewater in the south-central
region of the state.

Representati ve Hawker shared that a project plan had been
delivered in accordance with HB 369 that enbodied the
mssion. He said that HB 9 would provide the statutory
| anguage to inplenent the vision that had been passed in HB
369. The technical |anguage in HB 9 would take the project
to the next step of going to the market and finding out
what the market would bear in getting Alaska's gas to
Al aska's people. He reiterated that the open season would
informthe state as to how the project should proceed.

8:56:10 AM

Representati ve Hawker continued to address HB 9. He stated
that sections of the bill defined, refined, and clarified
the duties of ACGCDC. He referred to the sections as "the
Enmpowernents.” He relayed that other parts of the bill made
t echni cal anendnents to the Alaska Natural Gasl i ne
Devel opnent Authority (ANGDA) statutes by bringing them
into conformty as a sister conpany with AGC for the
purpose of delivering gas to Alaskans. He stated that

sections in the bill allowed the pipeline to operate as a
contract carrier in lieu of the existing comon carrier
statutes. He furthered that sections of the bill protected

proj ects nmovi ng f orward from unnecessary j udi ci al
i nterference. He said that some sections related to
enpowering AGDC to enter into confidentiality agreenents
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and manage confidential information that was "m ssion
critical" to nmoving a project forward. Sections related to
the Regulatory Comm ssion of Alaska (Regulatory Comm ssion
of Al aska) exenpted the project from provisions that were
not appropriate, and worked to define a framewrrk of
appropriate regul ations. Anot her section exenpted the
project from property taxes during the construction period.
He revisited the "Enpowernents.” He shared that the
enpowernents were necessary to enable the project to go
forward according to the original intent. He stated that
the project was "stand alone,” and that AGDC shoul d evol ve
into partnership or ownership with other pipeline projects
or developers. He stressed that every day of hesitation
represented a day that the market was passing the state by.

Co-Chair Stoltze solicited further expert testinony.

Representative M ke Chenault noted that staff was avail able
to answer questions.

9:00: 23 AM

TOM WRI GHT, STAFF, REPRESENTATIVE M KE CHENAULT, discussed
the sectional analysis (copy on file). He stated that
Section 1 related to the duties and abilities of ADGC. He
hi ghlighted the duties and abilities:

Section 1 relates to Alaska Gasline Devel opnent
Corporation's (AGDC) duties and abilities as a subsidiary
under the Al aska Housing Fi nance Authority (AHFC)

AGDC shal | :

e Advance an instate gas pipeline as described in
the July 2011 project plan, with nodifications as
necessary.

* Once construction on that line starts, analyze
addi tional pipelines to connect other regions of
the state, broadening the reach of gas beyond a
mai n |ine.

e Manage and invest a newly created pipeline fund
to yield conpetitive market rates.

* Foll ow ng an open season, once pr ecedent
agreenents are signed, make public for each
shi pper the nanme, capacity contracted for, and
| ength of contract.
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M. Wight continued:
AGDC may:

* Decide how a pipeline will be owned and operat ed,
i ncl udi ng joint ownershi p/ operatorship.

e Use emnent donain to acquire land required for a
pi pel i ne.

* Acquire property and interests in pipelines as
needed.

e Transfer or dispose of a pipeline project that is
an AGDC asset.

e |Issue revenue bonds limted to AGDC s backi ng.

M. Wight read from the sectional analysis for CSHB 9
(RES):

Section 2 exenpts ANGDA from the state procurenent
code when contracting for professional servi ces;
conformng to Section 19 (AGC is already exenpt).

Adds a new paragraph to AS 36.30.850, Publ i c
Contracts, State Procurenent Code, Application of this
chapt er

Section 3 provides AGDC access to information of state
agencies related to a gas pipeline. As the Joint In-
State Gasline Devel opnent Team (JIGDT) created in HB
369 in 2010 is repealed in section 28, HB 9, this
section also changes "JIGDT" to "AGDC." (Section 28
repeal s JI GDT.)

Amends AS 38.34.050, Public Land, Instate Natural Gas
Pi pel i ne, Cooperation and Access to information

Section 4 directs state agencies to cooperate with and
give priority AGDC requests, and calls on AGC to
avoi d duplicating other state-supported work. As JI GDT
is repealed in section 28, HB 9, this section also
changes "JI GDT" to "AGDC. "

Amends AS 38.34.050, Public Land, Instate Natural Gas
Pi pel i ne, Cooperation and Access to information

Section 5 requires DNR to grant a state right-of-way
lease to AGDC at no cost or rental fee, and exenpts
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9:

05:

t hose | eases from the conmon carriage covenants in the
state Right of Wy Leasing Act. Exenption from the
covenants has the effect of allowing an AGDC line to
operate as a contract carrier.

Amends AS 38.34.050, Public Land, Instate Natural Gas
Pi pel i ne, Cooperation and Access to information

Section 6 allows AGDC to enter into confidentiality
agreenents, including with state agencies, and deens
confidential information related to field studies and
technical data. Calls on municipalities and agencies
to provide non-hydrocarbon natural resources, such as
water, sand and gravel, at usual and customary rates.
Requires AGDC to bear those costs but does not allow
t hose costs in a rate base.

Adds new subsections to AS 38.34.050, Public Land,
Instate Natural Gas Pipeline, Cooperation and Access
to information

Section 7 revises definitions of "AGC " "in-state
natural gas pipeline," and "natural gas pipeline.”

Repeal s and reenacts 38.34.099, Public Land, Instate
Nat ural Gas Pipeline, Definitions

11 AM

Section 8 conforns to Section 5, right-of-way |easing.

Amends AS 38.35.100, Public Land, Right-of-Wy Leasing
Act, Decision on Application

Section 9 Confornms to Section 5, R ght-of Way Leasing

Amends AS 38.35.100, Public Land, Right-of-Wy Leasing
Act, Covenants required to be included in | ease

Section 10 Conforms to Section 5, Right-of Way Leasing

Amends AS 38. 35.100, Public Land, Right-of-Wy Leasing
Act, Covenants required to be included in | ease

Section 11 Conforms to Section 5, Right-of WAy Leasing
Adds new subsection to AS 38.35.120, Public Land,
Ri ght-of -Way Leasing Act, Payment of rental and costs
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Section 12 limts judicial review of state |ease,
permt or other authorization decisions to superior
court and prohibits the court from granting injunctive
relief. Cdainms nust be brought within 60 days of an
action for which relief is sought.

Adds new subsections to AS 38.35.200, Public Land,
Ri ght - of -WAy Leasing Act, Judicial review of decisions
of conm ssioners on application

Section 13 exenpts information covered by an AGDC
confidentiality agreenent from the state Public
Records Act. (This section exenpts from public records
di sclosure the information allowed under Section 6 to
be kept confidential)

Amends AS 40.25.120 Public Records and Recorders,
Public Record Disclosures, Public Records; exenptions;
certified copies

Section 14 anmends ANGDA's purpose, enabling ANGDA to
act as a gas narketer instead of transporter, and
elimnating proscriptive |anguage regarding gas supply
and gas market |ocations.

Amends AS 41.41.010, Public Resources, Al aska Natura
Gas Devel opnent  Authority, Est abl i shnent of t he
authority

Section 15 broadens ANGDA' s purpose as a natural gas
mar ket er .

Amends AS 41.41.010, Public Resources, Alaska Natura
Gas Devel opnent  Authority, Est abl i shnment of t he
authority

M. Wight stated that ANGDA would remain intact to follow
the voter's initiative in 2002, but instead of having
conpeting purposes, ANGDA would continue as a narketer and
allow AGDC to focus on the building, operating and
ownership of a gasline.

Section 16 adds to ANGDA's statutory abilities by

allowng ANGDA with the DNR conmm ssioner to pledge
state royalty gas for contracts entered into by ANGDA.
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Adds new subsection to AS 41.41.010, Public Resources,
Al aska Nat ur al Gas Devel opnent Aut hori ty,
Est abl i shnment of the authority

Section 17 states that ANGDA, as an AHFC subsidiary,
shal | be governed by the AHFC board of directors.

Repeal s and reenacts AS 41.41.020, Public Resources,
Al aska Natural Gas Devel opnment Authority, Authority
gover ni ng body

Section 18 anmends ANGA statues related to board
conpensation, to conformto Section 17.

Amends AS 41.41.060, Public Resources, Alaska natura
Gas Devel opnment  Authority, Compensation of board
menbers; per diemand travel expenses

Section 19 anmends ANGDA statutes to include |egal
counsel in the services ANGDA may contract for, and
exenpts procurenent of contracted services from the
state procurenent code.

Amends AS 41.41.070, Public Resources, Al aska Natura
Gas Devel opnment Authority, Authority staff

Section 20 anmends ANGDA board nenber and enployee
conflict of interest disclosures, renoving involvenent
with a "project"” from the circunstances requiring
di sclosure. {Conforns to Section 14 redefining ANGDA' s
rol e}

Amends AS 41.41.150, Public Resources, Alaska Natura
Gas Devel opnent Authority, Conflicts of interest

M. Wight interjected that many of the changes in the
ANGDA statutes were conforming to ANGDA's position as a
mar ket er .

Section 21 anmends ANGDA' s statutory authority to
include as confidential and exenpt from the public
records act information wthin a confidentiality
agreenent between ANGDA and AGDC.

Section 22 anmends ANGDA's statutory authority,
renmoving the authority to exercise emnent domain.
(Conforns to Section 14 redefining ANGDA s role)
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Amends AS 41.41.200, Public Resources, Alaska Natural
Gas Devel opnment Aut hority, Powers of the authority

Section 23 conforns to Section 17 by defining "board"
in ANGDA's statutes as the AHFC board.

Amends AS 41.41.990, Public Resources, Al aska Natural
Gasl i ne Devel oprment Authority, Definitions

Section 24 requires public utilities to submt
contracts with AGDC to the Regulatory Comm ssion of
Al aska; gives the Regulatory Conmm ssion of Alaska 180
days to approve or disapprove the contracts. Requires
AGDC or an entity controlled by AGC to submt non-
utility contracts, under seal, to the Regulatory
Conmi ssi on of Al aska; provi des t he Regul at ory
Comm ssion of Alaska 30 days to approve non-utility
contracts if the tariffs are no higher than the
wei ghted average of tariffs in public utility
contracts.

Adds new section to AS 42.05, Public Uilities and
Carriers and Energy Prograns, Al aska Public Uilities
Regul at ory Act

M. Wight stated that Section 24 was the result of an
anendnent from House Resources Committee to assure that the
state's interests were protected.

Section 25 exenpts an AGDC-controlled project fromthe
Regul atory Comm ssion of Alaska under 42.05, Public
Uilities Act.

Adds new subsection to AS 42.05.711, Public Uilities
and Carriers and Energy Programs, Alaska Public
Utilities Regulatory Act, Exenptions

Section 26 exenpts a pipeline in which AGC has an
I nt erest from Regulatory Comm ssi on of Al aska
regul ati on under 42.06, the Pipeline Act.

Adds new section to AS 42.06, Public Uilities and
Carriers and Energy Programs, Pipeline Act, Article 7,
General Provisions
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Section 27 exenpts an AGDC project from state and
| ocal property taxes during construction.

Adds new subsection to AS 43.56.020, Revenue and
Taxation, GOl and Gas Exploration, Production and
Pi peline Transportation Property Tax, Exenptions

Section 28 repeals seven statutes.

Repeals AS 38.34.030, Public Land, In-State Natural
Gas Pipeline, Joint In-State Gasline Devel opnent Team
38. 34. 040, Duties of the Devel opnent Team and
38. 34. 060, Conflicts of i nterest. Repeal s AS
41. 41. 030, Public Resources, Al aska Natural Gas
Devel opnent Authority, Term of office; 41.41.040,
Renoval and vacancies; 41.41.050, Quorum and voting;
and 41.41. 080, Legal counsel.

Section 29 repeals Section 1 of the 2002 Ballot
Measure No.3, the findings of which are no |onger
applicabl e or necessary W th ANGDA' s revi sed
authority.

Section 30 is transition |anguage expressing the
legislative intent that existing tight-of-way |eases
between AGDC and DNR are to be anended to reflect the
exenption from conmon carriage covenants contained in
Section 5 of HB 9. (The Al aska Constitution bars the
Legi slature from passing |laws that apply retroactively
to contracts in place)

Section 31 is reviser's instructions.
Section 32 sets and i nmedi ate effective date.

9:10: 27 AM

JOE DUBLER, VICE PRESIDENT AND CH EF FINANCI AL OFFICER
ALASKA GASLI NE DEVELOPMENT CORPORATION AND DI RECTOR OF
FI NANCE, ALASKA HOUSI NG FI NANCE CORPORATI ON, DEPARTMENT OF
REVENUE, testified that he was avail able for questions.

Vice-chair Fairclough asked if a reclamation clause for a
gas pipeline had been witten in to the bill.
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RENA  DELBRI DGE, STAFF, REPRESENTATI VE M KE  HAWKER
responded that there was no reclamation clause in the bill.
She stated that the state pipeline coordinator's office
currently had standards in place regarding abandonnent
should a line beconme no |onger operational. She explained
that gas pipelines differed from oil pipelines in that
gaslines were generally beneath the ground. She said that
rather than being dug up, gaslines tended to get flushed
cl ean and then seal ed off.

Vi ce-chair Fai r cl ough stressed t he i mportance t hat
reclamation |anguage should exist for anything above
ground. She directed attention to Section 23. She wondered
how one governing board could be in nultiple layers; would
the courts view the board as one corporation with full
liability.

M. Wight replied that Page 4, subsection (d), spoke to
t he i ssue of debt obligation:

(d) No debt, obligation, or liability of the Al aska
Gasline Devel opnent Corporation shall becone a debt,
obligation, or liability of the state or any part or
subdivision of the state or of the corporation or a
subsidiary corporation of the corporation other than
the Al aska Gasline Devel opnment Corporation, except as
provided in this subsection.

9:14: 19 AM

Vi ce-chair Fairclough thought that the answer could cone
best from legislative legal. She asked if one project
managemnent board residing under multiple subsidiary
corporations would be a liability for the state of Al aska.

M. Wight responded that both ANGA and AGC were
subsidiaries of AHFC, which was why there was only one
board of directors.

M. Dubler elaborated that the courts |ooked at the common
control of entities. He added that simlar relationships
existed in other conpanies. For exanple, oil conpanies
could have separate shipping and narketing conpanies that
had simlar control over certain projects. The departnent
believed that there was enough segregation that the issue
woul d not be a problemfor the corporation.
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Vi ce-chair Fairclough requested a legal neno that clarified
the liability issue.

M. Dubler stated that general 1|egal counsel could be
present at the next hearing.

Representative Doogan did not believe that there was
anything to be done about the obligations of the state with
regard to the corporation. He expressed concern that if
things went poorly for the corporation the obligation would
fall directly to the state. He furthered that the section
that exenpted the Public Records and Procurement Acts from
| egi sl ative oversight was troubl esone.

9:19:02 AM

Ms. Del bridge replied that assurances of the state's |ega

and financial protection could be supplied at a |ater date.

She explained that the Public Records Act had a nulti-page
exenption list; or information that, in other context in
the state, was kept confidential. She stated that when AGDC
was allowed to enter into confidential agreenents it was
agreed that the information was not subject to release
under the Public Records Act. She said that AGXC was
currently unable to fully participate in discussions wth
other conmmercial parties; for exanple, Trans-Canada, who
was working on the Alaska Pipeline Project. She relayed
that corporate attorneys from Trans-Canada were reluctant
to allow their conmpany to engage in discussions with AGDC
because there was no way of know ng that shared information
would be held conpletely confidential. She said that the
kind of information she was referring to related to another
section of the bill that instructed AGC not to duplicate
work already being performed by other state agencies, or
with support from the state buy others. For exanple, the
state was reinbursing a portion of Trans-Canada's work on
the Alaska Pipeline Project and AGDC should be able to
share in the data coll ected.

Representati ve Doogan understood that the exenption was a
conpl ete exenption.

Ms. Delbridge referred the committee to Section 6. She
stated that the section allowed the AGXC to hold certain
information confidential, and allowed for the AGDC to enter
into confidential agreements with other private interests
or state agencies. She said that this would allow for the
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flow of information that was already proprietary or
cormmercially privileged. She highlighted Section 13, which
exenpted from disclosure under the Public Records Act the
information that was covered by a confidentiality agreenent
between AGDC and the provider or recipient of the
i nformation.

Represent ati ve Doogan understood that the exenption covered
information that would expectedly be confidential in a
busi ness environnent.

Ms. Delbridge replied in the affirmative.

M. Dubler added that the intent of the exclusion from the
Public Records Act was to allow the corporation to enter
into discussions wth other conpanies that wanted to ship
gas on the line. He said that conpanies would never share
their information if they though it would be subject to
request under the Freedom of Information Act. He stressed
that corporations did not like to share information unless
absol utely necessary. He said that the |anguage in the bill
allowed for the confidentiality agreenent, which would
all ow for real project progression.

9: 25: 40 AM

Representative Gara expressed concern that exploration in
Cook Inlet would be deterred if prospectors realized that
the state planned to subsidize a gasline from the North
Sl ope.

M. Dubler replied that the state would not be subsidi zing
the line, the state would only be providing the seed noney.
He said that the line would eventually pay for itself and
there woul d be no ongoing state subsidy. He shared that the
current price of gas out of Cook Inlet was below the
projected delivered price for North Slope gas to the Cook
Inlet and Fairbanks areas. He Dbelieved that future
utilities contracts would raise the value of the gas found
on the North Sl ope.

Representative Gara remained concerned about the possible
detrinental effect on Cook Inlet exploration. He feared
that building the pipeline could result in the nost
expensi ve gas ever experienced in the state. He felt that
the idea of reducing the price by getting an anchor tenant
that would take on an extra quarter billion cubic feet of
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gas was a flawed plan. He doubted that a conpany would
approach the state saying, "That is the nobst expensive gas
in the country. Let ne double the size of the pipeline." He
said that the pipeline had to have a 20 to 30 year
comm tnment from consuners to buy the gas from the Iine,
before it could be built. He said that if consuners were
bound by the AGDC July 2010 estimate of $17 gas, and then
they would not be able to take advantage of a larger I|ine
t hat produced cheaper gas sonetine in the future.

M. Dubler shared that the July 2010 report could not be an
AGDC report, as ADGC was created in 2011. In 2011 the
corporation put out a report showing $9.65 gas to the
Anchorage area. The project would not be conplete until
2019; the governor had vocalized there wuld be an
alignment on any other projects going forward. He said that
if a larger gasline, planned for south-central was to go
ahead, the project under discussion in the bill would be
dr opped.

9:30:18 AM

M. Wight queried what would quell public outcry if no gas
was found in Cook Inlet, and the state renmai ned hesitant on
building a large line.

Representative Gara surmised that if it turned out that
there were not large stores of gas in Cook Inlet the state
woul d have to nove nore quickly on the matter. He pointed
attention to the ADGC study estimate of a 250 thousand
cubic foot (Mf) line at $17. He was concerned that if the
state was trying to tide itself over while waiting for a
| arge gasline, he thought that the way to do it would be to
spend | ess noney to subsidize the Fairbanks area. He shared
t hat Fairbanks had proposed trucking gas to the area, and
had estimted that gas could be delivered at as low as $11
Mcf. He thought exploring the cheapest options to get gas
to people, while planning for an eventual large |Iine,
shoul d be considered in the bill.

M. Dubler replied that it would be a policy call for the
| egi slature and the governor. He stated that a 250 Mf
pipeline wuld never be built because it was not
econonmi cal. He spoke to the report cited by Representative
Gara. He said it was projected in the report that for $14 -
$16, liquefied natural gas (LNG could be inported from
Sakhalin, Russia. He stated that in My of 2011 the
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corporation had not received interest at full capacity for
a 500 mcf line for a commercial and an anchor tenant. He
said that it was expected that the pipeline would be filled
at 500 Mcf, which was why it was believed that the tariff
of $9.65 was attainable.

Representative Gara countered that the cost of gas for a
250 Mef line was higher than a 500 Mf I|ine. He said
currently the state used less than 250 Mf, in ternms of
natural gas. He queried why an anchor tenant was going to
nore than double the use of gas in Al aska, when the gas was
going to be nore expensive than anywhere else in the
country. He stressed that no conpany was going to relocate
to Al aska for nore expensive gas.

M. Dubler replied that projections anticipated that in
sout h-central, Fairbanks, and the bases in Fairbanks, 240
Mcf would be used per day. He said that the expression of
interest that the corporation had received, although not as
bi nding as an open season, was from a viable entity. The
entity had offered a commtnent to ship on the line 250 to
260 Mcf, and that would fill the line at 500 Mf per day.
He furthered that the demand was anticipated, but if an
anchor tenant did not appear upon a binding open season,
the project would be abandoned and LNG woul d be i nported.

9: 35: 33 AM

Ms. Delbridge interjected that it was the sponsor's intent,
and AGDC s original mssion, to exam ne and conpare vari ous
line sizes in order to come up with a gasline with a tariff
that works for Al aska. She acknow edged that there was a
guestion of how much demand from the line the Railbelt
could currently use, the lack of available gas in Cook
Inlet already had prohibited the expansion of natural gas
distribution utilities in south-central. She stated that
one of the reasons that the state did not have conti nuing,
| arge-scale LNG exports out of N kiski was due to the
inability to secure long-term gas contracts. She relayed
that bringing down the additional gas would help with the
security of supply that would enable greater options and
greater expansion. She predicted that honme-grown Al askan
busi nesses nmight create propane or conpressed natural gas
distribution projects. She added that the 20 to 30 year
contracts could be as short as 10 to 15 years, and could
vary in tinme length between different utilities and end-
users, this would allow for the acconmodation of changing
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conditions. She suggested that having a secure supply of
gas in the south-central region would facilitate a greater
desire to explore in Cook Inlet because there would be an
outlet for the gas through existing LNG exports. She stated
t hat depending on what happened with AGA HB 9 allowed
AGDC to shift gears to becone the builder, designer, and
operator of a spur-line off of a |arge dianeter pipeline.

9: 38: 37 AM

Representative WIlson remnded the commttee that gas was
needed in Fairbanks sooner than |ater. She asked about the
definition of "serving Fairbanks” as it was witten in HB
369. She queried the responsibilities of her district under
t he | egi sl ation.

Ms. Del bridge answered that the project included a 35 to 40
mle line to connect the Dunbar Region into Fairbanks/North
Pol e proper. She said that the precise |ocations and buyers
would be identified the point of an open season. She
expl ained that a straddle plant would be necessary at any
point in the line where gas was extracted. She detailed
that a straddle plant was a facility that would extract the
liquids from the gas, let the dry gas flow through, and
then reintroduce the wet gas into the line. She said that
the tariffs paid on the line would depend on whether it
carried wet or dry gas.

Representative W/l son stressed that her conmunity wanted a
pi peline but had reservations about who would bear the
cost .

Co-Chair Stoltze noted that a gasline should not be built
w thout firmcommtnents and contracts in place.

9:41: 44 AM

Representative Neuman referenced the Rocky Mountain
Express, which was the last built nmajor pipeline. He said
that the 42 inch line that traveled through 8 states was
1679 mles long and had cost $6.8 billion. He thought that
$7.4 billion for a 24 inch line that was 700 miles long did
not nmeke sense. He wondered what the differences were in
the two projects that resulted in +the extrene cost
di ff erences.
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M. Dubler replied that there were nore difficulties
attached to building in an arctic environnment, rather than
the Continental United States. He highlighted severa
i ssues including permafrost and bogs. He felt that it was
conforting that costs had been overestimted, rather than
the alternative. He stated that an analysis conducted for
the legislature that had found that the cost estinmates
were conservative. He said that the $7.52 billion figure
was intentionally conservative.

Representati ve Neuman thought that the project would be
"fairly sinple to do," regardless of the arctic conditions.
He said that the construction would occur on what was
essentially a r oad al r eady. He appreci at ed t hat
conservative estimate, but requested further analysis that
woul d refl ect actual cost.

M. Dubler replied that the analysis was «currently
underway. He said that the estimates form July 2011 were at
plus or mnus 30 percent confidence level. He said that the
nunber would be sonmewhere between $5 billion and $10
billion. He added that the tariff would be based on the
actual cost of the project.

9:46: 12 AM

Representative Neuman discussed deliverables. He wondered
what the economic inpact on Alaska would be if a gas
pipeline were to drive nore energy for gold devel opnent and
other electrical generation. He probed what the inpact
would be for Alaska economcally. He thought that there
woul d be huge econonmic inpact involved, in addition to
del i verabl es, which could be cal cul at ed.

Ms. Del bridge believed that the legislature' s approval of
HB 369 had been in recognition of the work that had been
done while exam ning the question of econom c inpact. She
said that identifying an instate gasline would bring down
energy costs for consumers and help large mne contracts
and industrial developnents to pencil out. She stressed
that the economc benefits were broad, which was the basis
for encouraging AGDC to nove forward with the |ine.

9:48: 48 AM

M. Dubler added that it was estinmated that 8000 jobs would
be created in the 2 to 3 year construction period. He
pointed to page 3, line 8 that directed AGDC to |ook for
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other areas in the state that could utilize the gas from
the pipeline. He added that the pipeline could help in
encouraging future mning projects in the state.

Representati ve Neuman asked about enabling |anguage. He
expressed frustration that information concerning the AGDC
entering into negotiations with pipeline options had been
slow to reach the legislature. He clarified that the state
was putting up a considerabl e amount of nobney, yet received
very little informati on back. He recognized that there were
confidentiality issues surrounding sone information.

Ms. Delbridge replied that the enabling |anguage could be

found in Section 1 of the bill; the "shall and "may" bull et
points of the AGDC. She said that AGDC shall continue on
t he pr oj ect present ed in t he pr oj ect pl an W th
"nodi fications as necessary." She stated that t he

"nodi fications as necessary” was inportant because the
project could be altered the results of an open season. She
relayed that the project plan did not specify where on the
North Slope gas would be comng from that could shift

depending on who had the gas to sell. She furthered that
while AGC was required to proceed with the project plan,
with nodifications, it was also enpowered to broadly

exam ne gasline opportunities. She qualified that AGDC
woul d be expected to pursue the project plan until a better
pl an presented itself.

9:52: 43 AM

Representative GGuttenberg wondered what unique set of
skills AHFC had that justified the project being housed
under the corporation's unbrella.

Ms. Del bridge replied that AHFC had an excellent record in
managing and investing Alaska's assets in a highly
responsi ble way. She relayed that in HB 369 AHFC had been
tasked as the |ead agency on the project. She shared that
the corporation had brought together a solid team to
advance the state's interests. She furthered that through
AGDC, AHFC had enployed experts with decades of pipeline
experience wthin the state. She stated that the 3
commi ssioners currently sitting on the AHFC board would
protect the state's interests noving forward; additionally,
there was a balance throughout the entire board of
representation from various regions of the state. She said
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that AGDC retained the ability to select the pipeline
operat or and buil der.

M. Dubler clarified that the AHFC board was conposed of 7
people; the three conm ssioners were from the Departnent of
Revenue, Departnent of Health and Social Services (DHSS),
and the Departnment of Commerce, Community, and Econom c
Devel opnent (DCCED). He acknow edged that DHSS nmay not
apply to the pipeline, but that certainly DOR and DCCED
woul d be involved. He added that the 4 public nenbers of
the board were required to denonstrate a specialty in
energy, finance, or senior housing.

Co-Chair Stoltze interjected that the four public nenbers
had to be confirned by the | egislature.

\V/ g Dubl er responded t hat i ncl udi ng t he separate
confirmation required for conm ssioners upon taking office,
all 7 menbers were confirned by the | egislature.

Representative Quttenberg understood that the AHFC had done
a good job in the realm of housing; however, the project
under discussion was a very different venture. He asked
about the nature of the contract carrier versus the common
carrier. He queried the restrictions on contract carriers
in future devel oprent.

9:57:44 AM

Ms. Delbridge believed that a natural gas pipeline in
Alaska would need to operate as a contract carrier, much
like the other gaslines in the Lower 48. She stated that
with an oil pipeline there was a greater ability to ship
the capacity allocated to various custoners in a day to
make room for other involved parties at given points in
time. She countered that a gas pipeline would need firner
contracts; if a shift were suddenly required in order to
make room for another buyer, power could be inadvertently
cut from another electric utilities gas. She addressed the
benefits of comon carriage. She shared that common
carriers benefited exploration, but that being a contract
line would not limt Alaska's potential for expansion. She
expl ai ned that the ternms of expansion would be witten into
the contracts AGDC foraged with custonmers. She said if
newconers arrived wth a volume that supported the
investnment required to install additional conpression, or
to loop the pipeline, terms  would be worked out

House Fi nance Committee 22 03/13/12 8:34 A M



contractually with AGDC. She declared that the fuller the
pi peline, the better off those using the pipeline. She said
if there was room it was |ikely that the pipeline
operating conpany would have great interest in allow ng
entry to newconers. She noted the caveat was that the
instate pipeline was limted in size because of the AGA
requirenent that the state refrain from supporting a
conpeting line. She said that as long as the AG A terns
were in place the expansion was not an inmmedi ate issue. She
relayed that if the provision capping the available flow
and space on the pipeline were renoved then the possibility
of adding additional conpression and increasing side was
nore likely. She added that there was the possibility that
if additional transport capacity could be added bel ow the
68th parallel w thout violating the conpeting line terns of
AG A

Representative Quttenberg noted that the project had been
| ocked in to advance as described in the July 2011 report.
He wondered how nmuch | eeway would be necessary in order to
respond to changi ng econom cs.

Ms. Del bridge believed there was a considerable anount of
| eeway given in the |anguage of the bill. She stated that
allowng for nodifications was intended to give ACGDC the
flexibility during an open season to see: who had the gas
to ship, who wanted to buy the gas, and to connect those
sellers and buyers with transportation. She relayed that
the concept was that the project produce a main, md-sized
natural gas transportation pipeline.

10: 03: 08 AM
Representative GQGuttenberg stressed that given all the
nodi fication possibilities, it would inpossible for the

state to know the details of what it could expect for the
i nvest nment .

Ms. Del bridge countered that what the bill did was to all ow
AGDC to take the project to an open season. She furthered
that at that point the project would be defined absol utely,
based on who had gas, and who needed gas. She stated that
the legislature would receive routine updates from AGDC
and would retain "the power of the purse strings." She
clarified that the bill did not inplicitly tell AG to
build the pipeline, but to solidify a project plan after
the open season. She said that the expectation was that
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AGDC woul d cone back before the legislature for additiona
operating noney, and for the eventual equity contribution
of the state, should the state choose to issue revenue
bonds to fund a large pipeline. She stressed that that was
a decision that was expected several years into the future.

M . Dubler added that the bill contai ned sideboards
intended to inform any nodification of the plan. He rel ayed
that the sideboard instructed that the pipeline be
constructed in a safe and econoni cal manner.

Ms. Delbridge reiterated that the AGDC would remain bound
to the essential mssion detailed in HB 369, which was to
build a gasline that connected people in Alaska with gas,
and at the | owest possible cost.

Representati ve Edgnon bel i eved t he | egi sl ation was
i nportant despite the ever-changing econonmics related to
providing affordable energy. He stated that the anchor
tenant issue could prove problematic for rural Al aska, and
hoped that the issue could be addressed nore in-depth.

10: 07: 16 AM

Representati ve Doogan asked why the agency was exenpt from
t he procurenment code.

M. Dubler replied that there had only been one year to
prepare the report and the department had not wanted to
bind the entity with public notice requirenments. He said
t hat being exenpt from the procurenent code planed a bigger
burden on the agency because there were no rules to operate
under, and instead the agency had adopted rules simlar to
the state procurenent rules. He explained that day-to-day
pr ocur enent oper ati ons wer e initiated under AHFC
procurenment rule, which were based on the state's rules. He
shared that an internal audit had recently been perfornmed
and coul d be nade available to the conmttee.

Representati ve Doogan mmintained that the procurenment code
exenption was a disconforting aspect of the |egislation.

Representati ve Doogan asked about an anchor tenant at 250
Mcf that M. Dubl er had nentioned.

M. Dubler replied that there had been a prelimnary
showing of interest; knowing that there was 240 mllion
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cubic feet of usage currently in the south-central area. He
said that it nade sense that if there was half a billion
cubic feet of interest, that there was another entity in
place to bid for the remainder.

Represent ati ve Doogan asked who the bidding conpany was.
M. Dubler replied that the informati on was confidential.

Representative Doogan cited Page 12, line 28 related to
judicial review He believed that the |anguage bound the
hands of the court in relation to how it would nornally
handl e conpl ai nts.

M. Wight explained that the | anguage dealt with right-of-
ways. He shared that simlar |egislation had been found in
the Federal Trans-Al aska Pipeline System (TAPS) act, as
well as in state law. He said that the |anguage did
prohibit the <court from issuing tenporary injunctive
relief, but relief could be issued through a final order.
He stated that the | anguage had been nodel ed after the TAPS
legislation in order to nmake sure that special interest
groups would be deterred from filing conplaints that
j eopardi zed progress on the project.

10: 13: 35 AM

Representati ve Doogan recognized the difficulty in making
accurate cost estimates for the project. He expressed
concern that the project was going to cost a |lot nore than
estimated. He hoped that the possibility that the project
could cost nore than estimated was being taken into
consi derati on.

M. Wight referred to small changes that had been
recoomended by various agencies. He shared that the
sponsors would be working with co-chair staff to address
any alterations of the bill.

HB 9 was HEARD and HELD in conmittee for further
consi derati on.

10: 16: 34 AM
AT EASE

10: 22: 21 AM
RECONVENED
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#hb289
HOUSE BI LL NO. 289

"An Act relating to a gas storage facility; relating
to the tax credit for a gas storage facility; relating
to the powers and duties of the Alaska Gl and Gas
Conservation Commission; relating to the regulation of
natural gas storage as a utility; relating to the
powers and duties of the director of the division of
lands and to |l ease fees for a gas storage facility on
state | and; and providing for an effective date."

Vice-chair Fairclough MOVED to ADOPT proposed conmttee
substitute for HB 289, Wrk Draft 27-LS1216\X (Bull ock,
3/12/12).

Co-Chair Stoltze OBJECTED for the purpose of discussion.

There being NO further OBJECTION, Wrk Draft 27-LS1216\X
was ADOPTED.

JANE PEARSON, STAFF, REPRESENTATIVE STEVE JOHNSON, referred
to the sponsor statenment (copy on file):

The cost of energy is crippling a good portion of
Interior Al aska's economy. The ever increasing expense
of heating hones and operating businesses during the
long, cold, dark winter hurts the ability of Interior
Al askans to put food on the table today and plan for
the future. The Fairbanks comunity spends over $600
mllion per year on space heating, pays the highest
natural gas process in the country and does not
receive the state energy incentives of subsidies
available to residents and communities in other
regi ons of our state.

Ms. Pearson opined that she would spend all of her
di sposabl e cash for the year on energy bills. She suspected
that buy end of the year she will have spent $8000 on home

energy bills. She stated that and infusion of gas to
Fai rbanks would reduce energy costs to end wusers and
restore Fairbank's ability to grow its econom c base. She
said that HB 289 would incent the private sector's delivery
of lower cost natural gas to Interior Al aska by extending
tax credits for liquid natural gas storage facilities that
were necessary for natural gas projects. She stated that a
new credit for construction of an above ground |iquefied
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gas storage tanks, with a volunme of 25,000 gallons, would
make the program flexible enough to fit the varying needs
of gas delivery throughout the state. She furthered that
the legislation wuld allow eligible, above ground

liquefied gas natural storage facilities cited on state
lands to request an exenption from rental paynents. She
said that the exenption could extend for up to ten years
following the commencenent of commercial operations. She
stated that the bill defined how the credits would be
distributed, both as tax credits and paynents to non-
taxable entities. She described the safeguards in the bill;
the [Iliquefied natural gas storage facility nust be
regul ated by the Regul atory Comm ssion of Alaska (RCA), and
the incentives nust be passed onto custoners. She explai ned
that the bill set forth how a person who received a credit
or paynent should repay the credit or paynents if the
facility ceased commercial operation wthin the 9 cal endar
years inmediately follow ng the calendar year in which the
facility commenced commercial operations. She noted that
the bill defined liquefied natural gas storage facilities
under the RCA

10: 26: 04 AM

Ms. Pearson walked the conmttee through the sectional
anal ysis (copy on file):

Section 1. AS 38.05.096 Creates a new section under AS
38.05 that allows eligible above ground |Iiquefied
natural gas tank storage facilities, sited on state
| ands, to request an exenption from rental paynents.
The exenption <could extend for up to ten years
foll ow ng the commencenent of commercial operations as

long as the facility continues to operate. Information
regarding the rental exenption is deenmed to be “public”
and is available to the RCA upon request. A person

receiving a rental exenption nust adjust the storage
charge downward to reflect this state benefit and pass
it through to the storage custoners.

Section 2. AS 42.05.381(k) Anends the statute to state
that paynents or tax credits granted under this bil
shall be reflected in the utility s rates.

Section 3. AS 42.05.990(5) Amends the definitions
“public wutility” or “utility” to include furnishing
1 quefied natural gas to the public.

Section 4. AS 42.05.990(11)-(13) Adds the definitions
of “liquefied natural gas storage facility” and
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“reservoir” and “service of liquefied natural gas
storage” to apply to liquefied natural gas.

Section 5. Adds a new section to AS 43. 20

AS 43.20.047. Creates a new credit for a
liquefied natural gas storage facility of 25,000
gallons or nore or an expansion of an existing facility
of 25,000 gallons or nore. The credit is capped at
fifteen mllion dollars or 50 percent of the
devel opnment cost whichever is less. This credit is in
addition to any other credits for which the storage
facility is eligible under this chapter. States that

the liquefied natural gas storage facility nust be
regul ated by the Regulatory Conmm ssion of Alaska and
establishes how the «credit or paynment shall be

di sbursed. Sets forth how a person who has received a
credit shall repay the credit if the facility ceases
comercial operations within the nine cal endar years
i medi ately followng the calendar year in which the
facility comenced conmercial operations. This section

al so defines “liquefied natural gas storage facility”,
“ceases conmercial operation” and “comrences conmerci al
operation”.

Sections 6 & 7. Make conformng anendnents to

accommpdate the new tax credits under AS 43.20. 047

Section 8. Establishes an imedi ate effective date for
t he | egislation.

Co-Chair Stoltze OPENED public testinony.

10: 32: 35 AM

BARBARA HUFF TUCKNESS, DI RECTCR, LEGQ SLATI VE AND
GOVERNVENTAL AFFAI RS, TEAMSTERS LOCAL 959, spoke in favor
of HB 289. She stated that the high cost of honme heating
was driving young people to the Lower 48. She said that
those that have stayed, and who were attenpting to build a
life in Alaska, were paying high fuel costs that nade it
difficult to save nobney. She urged passage of the
| egi sl ati on.

GENE THERRI AULT, VICE PRESIDENT, RESOURCE DEVELOPMENT,
GOLDEN VALLEY ELECTRI C ASSCCI ATION, testified in support of
the HB 289. He stated that the legislation would help to
achieve parity with the credit that was allowed for the
addition of storage in the natural gas distribution supply
chain, which had been established by the Cook Inlet
Recovery Act. He relayed that nethane expanded 600 tines
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when going from a liquid to a gas, illustrating the
dynami cs of storing the same resource in different forns.
He hoped that a threshold could be created in statute that
applied for the storage of the nethane in liquid state,
under a sensible threshold. He stated that in a previous
commttee the threshold had been reduced to 25,000 with the
idea that the resource would be available to communities on
t he highway system He shared that the Golden Valley Board
of Directors was focused on building an initial plant that
woul d aggregate the |argest possible demand and drive the
per unit costs down as far as possible. Additionally, the
association was requesting parity on the forgiveness of
state |and | ease paynents. He shared that when the act was
passed there had been little thought given concerning the
different routes that could be taken when |easing state
| ands. He said that the association was asking to be given
the sanme terns as the recovery act concerning the wavier of
state |l and | ease paynents.

10: 38: 53 AM

M. Therriault relayed the inportance that the |egislation
reflect that Golden Valley was a tax exenpt entity. He
stated that the l|egislation suggested a w ndow opportunity
that would be open until 2020 for the addition of the
storage. He infornmed the committee that the association was
nmoving forward with the trucking operation, working out the
details, and working with the large industrial wusers in
Fai rbanks to meke trucking gas an econonic reality. He
said that knowng this year whether the storage credit
woul d be avail able for the project would be hel pful.

Co-Chair Stoltze hoped M. Therriault would return for
further discussion of the |egislation.

M. Terriault informed the commttee that a 2009 review of
the trucking concept witten by AIDEA was avail able upon
request. He said that the report indicated that trucking
woul d make econom c sense as long as it served the needs of
the two identified industrial users: Flint HIlls and Gol den
Val | ey.

JERRY CLEWORTH, MAYOR, FAIRBANKS (via teleconference),
expl ai ned that energy problens were abundant in Fairbanks.
He stressed that the anmount of noney residents paid for
heat in the interior was at crisis level. He stated that it
cost $8,000 to $10,000 per year to heat his small, energy
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efficient hone; that cost was double in rural Al aska. He
urged passage of the |egislation.

10: 44: 17 AM

Co-Chair Stoltze CLOSED public testinony.

Vice-chair Fairclough pointed to Page 6, line 6. She
understood that the term "person's corporate returns" in
the bill referred businesses, corporations, and non-
profits.

Ms. Pearson responded in the affirmative.

Vice-chair Fairclough requested further explanation of
refund requests. She expressed concern that a refund could
be requested that m ght exceed the requester tax liability.
She noted that qualifying costs were not listed in the
| egi slation. She directed attention to Line 25:

"A person may not receive a credit under this section
for the acquisition of a liquefied natural gas storage
facility for which a credit has been taken already."

Vi ce-chair Fairclough asked if the |anguage neant that the
person could receive a credit for purchasing a facility
She wondered whether Golden Valley had an asset avail able
for purchase. She requested further explanation concerning
the interest applied to refunds nentioned on Page 8.

Co-Chair Stoltze handed the gavel to Vice-chair Fairclough
Ms. Pearson replied that interest would be accruing if a
credit or paynent were to be given in error.

Vice-chair Fairclough stated that it was inportant that the
state protect itself from lawsuits pertaining to incurring

i nterest on refund paynents.

10:48:11 AM

Representative W/Ison asked whether the bill would extend
credits to enlarge the natural gas storage facility in her
ar ea.

Ms. Pearson replied in the affirmative.
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Representative WIlson reiterated the need for a natural gas
pi pel i ne.

Representati ve Neuman pointed to Page 5 of the bill. He
understood that the credits were for tax liability owed to
the state. He wondered if the credits would be applied
agai nst corporate taxes owed to the state.

Ms. Pearson answered that the credits could be applied
agai nst corporate taxes if corporate taxes were not due.

Representative Neuman discussed the taxable year in which
the liquefied natural gas storage facility comenced
comerci al operations. He understood that the refunding of
the costs incurred could be applied for only once.

Ms. Pearson responded that an additional expansion, over
25,000 gallons, would also allow for an application.

Vi ce-chair Fairclough thought that it was inperative that
"qualified expenses" be clearly defined in the bill.

Representative Costello requested further explanation about
the noney for the credits being under the oversight of the
RCA. She queried weather the naturally occurring storage
fell under the oversight of the RCA as well.

10: 51: 50 AM

Ms. Pearson explained that any credits taken, or paynents
made, would be passed on to the consuner, and would be
overseen by the RCA

Representative Costello asked if the bill achieved the
parity voiced by M. Terriault, or were there areas that
needed nore worKk.

Ms. Pearson replied that the bill worked to achieve equa
parity.

Representative Neuman wondered whether the facility was
neant to be above ground.

Ms. Pearson responded in the affirmative.
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Representative Neuman wondered about opportunities for
subsurface storage. He said that there were various
opportunities for subsurface storage facilities around the
state that should be recognized.

Ms. Pearson replied that she did not know enough about
bel ow ground storage to answer.

Representative Neuman believed it was inportant because it
coul d open up a variety of opportunities statew de.

10: 55: 01 AM

Representati ve Doogan highlighted the indeterminate fisca
note. He suggested that the conmttee was receiving an
increasing anount of indetermnate notes. He opined that
the finance commttee could not craft good policy wthout
knowi ng what the cost would be to the state. He believed
that DNR and DOR should be able to provide educated cost
estimates to the commttee.

Vi ce-chair Fairclough agreed. She expressed concern that
the committee passed |egislation w thout know ng the actual
fiscal inplications to the state.

Vi ce-chair Fairclough explained that, for reasons related
to safety, Anchorage had done everything it could to get
rid of above ground gas storage. She wondered if the sane
safety issues could be applied to Fairbanks.

Ms. Pearson woul d get back to the commttee with responses.

Representative Neuman directed attention to Page 6, which
spoke to refunds on the unused portion of the tax credit.
He worried about credits being incurred that were beyond
the corporation's tax liability to the state.

Ms. Pearson replied that sone of the corporations were non-
profits, or had becone LLC corporations, which were non-
taxable entities. She believed that the savings to the
state woul d be passed onto the consuners.

Representative Neuman understood that the $15 mllion tax
credit could be given to anyone who appli ed.

Vi ce-chair Fairclough agreed that the bill could be nmade
clearer. She clarified that the nunber was $15 nmillion or
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less, up to 50 percent of qualified costs. She noted that
the sponsor had been careful to assure that wth RCA
oversight and auditing, the savings would be reflected in a
rate reduction to consuners in the Fairbanks area.

HB 289 was HEARD and HELD in Commttee for further
consi derati on.

#hb170
HOUSE BI LL NO. 170

"An Act relating to nmunicipal property tax exenptions
on residences of certain volunteer energency services
personnel and the w dows and w dowers of volunteer
energency services personnel; and providing for an
effective date.”

HB 170 was SCHEDULED but not HEARD

t#thcr 24
HOUSE CONCURRENT RESOLUTI ON NO. 24

Relating to the establishnent and operation of a state
food resource devel opnent worki ng group.

HCR 24 was SCHEDULED but not HEARD

#
ADJ OURNVENT

11: 01: 50 AM

The neeting was adjourned at 11: 01 AM
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