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ACTI ON NARRATI VE
1: 05: 34 PM

COCHAIR PAUL SEATON called the House Resources Standing
Commttee neeting to order at 1:05 p.m Representatives Herron
P. WIlson, Dick, Kawasaki, Gardner, Foster, Feige, and Seaton
were present at the call to order. Representative Minoz arrived
as the neeting was in progress.

HB  9-1 N-STATE GASLI NE DEVELOPMENT CORP

1: 05: 53 PM
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CO CHAI R SEATON announced that the only order of business would
be 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.”

1: 06: 43 PM

CO- CHAIR FEIGE noved to adopt the proposed conmittee substitute
(CS) for HB 9, Version 27-LS0075\U, Bullock, 1/19/12, as the
wor ki ng docunent. There being no objection, Version U was
before the comm ttee.

1: 07: 07 PM

REPRESENTATI VE M KE CHENAULT, Al aska State Legislature, speaking
as prinme sponsor, paraphrased fromthe following witten sponsor
statenent [original punctuation provided]:

Nearly two years ago, the Legislature passed HB 369
advancing an instate natural gas pipeline. Since that
time, the Alaska Gasline Developnment Corporation
[AGDC] has nmde trenendous progress developing a

project along a solid tineline. It is inperative to
mai ntain that nmonmentum in pursuit of instate gas for
Al askans, while keeping open all options for

participating in an aligned project.

This legislation will refine a solid, early proposal
into a plan that the Legislature can decide to
sanction or not. This legislation does not sanction
construction of an instate gas pipeline, but allows
AGDC to advance to that stage. The bill wll also

provide AGDC the tools to build its capacity to be a
strong, participating partner in an aligned gasline
proj ect .

Along with a conprehensive update on progress to date,
this summer AGDC presented the Legislature with a
series of recomrendations enabling the next stage in
pr oj ect pl anni ng. Those recommendat i ons are
incorporated within this conmttee substitute.
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It is my intention to provide AGDC the tools that wll
allow them to refine a plan to the point of
sanctioning by the Legislature. The state has
invested hundreds of mllions of dollars over the
years in pursuit of our dream of gas, but we've
consistently been held back by various roadblocks,
internal and external, political and comrercial. |
want to clear those for this project.

This legislation is enabling and does no harm It
would facilitate gas developnent in the state of
Al aska even if the project already on the table — AG A
[ Alaska Gasline Inducenent Act] - devel ops. It would
also facilitate instate gas should we see the
alignnent of interests and projects the Governor is
encouraging anong conmmerci al parties and others
interested in both comrercialization of North Slope
gas and delivering Al aska's gas to Al askans.

1: 09: 36 PM

REPRESENTATI VE CHENAULT added that HB 9 incorporates a nunber of
other pieces of legislation that the House of Representatives

has already dealt wth. It incorporates House Bill [369]
[ Twenty-Si xth Al aska State Legislature] which started an Al aska
gasl i ne devel opnent corporation pipeline fund. That fund was
funded last year with $200 million in the capital budget, but
until that piece of legislation is passed that noney is just
sitting there. Al so incorporated into the proposed bill is HB
215, pipeline project judicial review, which would limt the

chal l enges of right-of-way |leasing decisions simlar to the
protections that were offered during the Trans-Al aska Pipeline
System (TAPS) project. Another bill incorporated into HB 9 is
HB 189, which would allow AGC to enter into confidentiality
agr eenent s. A nunber of other things would be done by HB 9,
nost of which were requested by AGDC. He said HB 9 would get
rid of roadblocks and would allow [AGDC] to get to a point of
seei ng whether there is a project to sanction.

1:11: 43 PM

REPRESENTATI VE M KE HAWKER, Al aska State Legislature, speaking
as a sponsor of HB 9, endorsed Representative Chenault's

presentation of what Version U would do. He said he has been
working with Representative Chenault since the introduction
several years ago of the bill that started this project. That

| egislation created the Joint In-State Gasline Devel opnent Team
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wi thin Al aska Housing Finance Corporation (AHFC), and that team
has acconplished and surpassed his greatest expectations for
developing a project plan and advancing this project. He
explained that HB 9 would fornalize the project and would al so
formally recognize the Al aska Gasline Devel opment Corporation
(AGDC) as an entity in state statute that is able to go forward
and develop this project. The Joint In-State Gasline
Devel opnent Team woul d be disbanded because it would no |onger
be necessary with the establishnment of AGDC.

REPRESENTATI VE HAWKER said the proposed legislation is a
reasonabl e package of enpowernments commensurate with the state
m ssion of getting state gas to benefit Al askans the nost. This
package of enpowernents would broadly enable AGCD with the
authorities it needs to participate in any gasline devel opnent
possibility within the state. It is recognized that |egislators
are not in the position to be saying that Al aska's gas shall be
marketed in exactly a certain manner. Being that prescriptive
has al ready been proven as not being the nost efficacious nethod
of marketing Al aska's gas. The proposed bill is very much
intended not to be specific, but to provide the broad support
and authorities AGDC needs to nove Alaska's gas to market. It
woul d provide a franmework that ultimately allows the State of
Alaska to participate in the development of its own gas,
elimnate conpeting objectives around the state, and bring the
state's comer ci al i nterests, comunity i nterests, and
industrial interests together to finally see a project started.

1:14: 30 PM

CO CHAI R SEATON offered his understanding that the vision of HB
9 is that AGDC would be able to participate as an owner in any
gas pipeline in Al aska.

REPRESENTATI VE HAWKER responded yes, a foundational prem se of
Version U is that it enables AGC to specifically design,
construct, and owner/operate a pipeline on its own, or
participate with other entities as a joint venture partner or
working interest holder or otherwise, for the purpose of
building a project that enables delivery of gas from any point
in the state to any point in the state that is in the best
interest of the state's comunities.

1: 15: 44 PM
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REPRESENTATI VE HERRON inquired whether the proposed bill is a
pressure vessel or a lubricant for gas delivery by anyone to
Al askans.

REPRESENTATI VE CHENAULT replied it is currently unknown exactly
which it wll be. A nunber of people envision a gasline to
different areas of the state. By all intent, the letter of the
law is being followed; for exanple, gasline size. Wil e he
cannot say today whether this gasline will go to Anchorage or to
Val dez, the alignment that nust happen for a project to go
forward is happening. No matter how big a gasline people w sh
for, it is economics that will drive the line's size, where it
will go, and who it wll service. He said his intention is to
make sure that as many Al askans as possible are serviced by
either this pipeline or products off of this gasline.

1:18: 02 PM

REPRESENTATI VE CHENAULT added that while he cannot say what that
will look Iike in the next 5-20 years, he can say that over the
past 30 years a nunber of projects have been shelved for one
reason or another. He said his intention with HB 9 is to ensure
the state has a project that is going forward and that it not
bring gas just to Southcentral which has gas from Cook Inlet

Wiile gas from Cook Inlet helps Southcentral, it does not
necessarily help Fairbanks or Bethel or other areas of the
state. He said he thinks the natural resource that is 800 mles
away at Prudhoe Bay can be devel oped, and devel oped reasonably,
and provide a profit to the citizens of Alaska and the State of
Al aska. So, while he cannot say whether it is just a vessel or

a real project, he can say the state wll never have a gas
pipeline as long as it continues to kill any project out there.
1:19:59 PM

REPRESENTATI VE HAVKER, addr essi ng Representati ve Herron's
guestion, offered his belief that the proposed legislation is
crafted to enpower and enable AGDC to both push and pull an
Al aska gas pipeline project together. It would enpower AGDC to
push its own economically viable project to bring Al aska's gas
to Alaskans and it enables AGXC to pull together the various
interests in the state in nmarketing Al aska's gas. So, it is a
synbiotic relationship that attenpts to elimnate the conpeting
objectives that have plagued the state to date and bring all
Al askans together and all the commercial interests together into
an alignnent that actually gets a pipeline project started.
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1:21: 01 PM

REPRESENTATI VE KAWASAKI noted that the Alaska Natural Gas
Devel opnent Authority (ANGDA) was established by a 2002 ball ot
measure which stated that an all-Al aska gasline would maximze
jobs, nmaximze revenues to the state treasury, and provide
access to gas for Al askans. The neasure was billed as a way to
have an Al aska gasline in full production by 2007. He observed
that HB 9 would pull ANGDA under the auspices of the Al aska
Gasl i ne Devel opnent Corporation (AGC), and asked why that would
be necessary and whether ANGDA could stand on its own to do what
HB 9 woul d do.

REPRESENTATI VE CHENAULT answered that he cannot explain all the
anbi ences of ANGDA. For a nunber of years he was one of ANGDA s
bi ggest supporters and as co-chair of the House Finance
Committee he tried to make sure that ANGDA had the necessary
funding for noving its projects forward. He said he believes
ANGDA has done sone good work, especially dealing with propane.
However, other people may say that ANGDA did not acconplish its
j ob. The issue with trying to put ANGDA into HB 9 deals nore
with being able to utilize the good work that ANGDA has done and
to try to put it into a program that may go forward. He said
AGDC is noving forward, while for whatever reason ANGDA never
made it off the ground, but that was not due to the lack of
trying by sone |egislators.

1: 23: 33 PM

REPRESENTATI VE P. WLSON inquired how the authority would be
given to AGDC and woul d there be any oversi ght of AGDC

REPRESENTATI VE HAWKER responded that this question goes to the
one asked by Representative Kawasaki about the role of ANGDA to
the future. He explained that within HB 9, AGX is recognized
as a stand-alone public <corporation that wll be nanaged
adm nistratively by a statewide board of directors. At this
time, that board of directors would be the board of directors of
the Al aska Housing Finance Corporation (AHFC), which represents
very broad interests across the state of Al aska. Likewise, HB 9
woul d preserve the integrity and conplete existence of ANGDA
under the same board of directors. Essentially, bot h
organi zations are preserved with a conmon board of directors,
bringing aligned managenent and aligned mssion to these two

entities and elimnating conpetition between them The bill
woul d enpower AGDC to be a project devel oper and nanager - a
construction conpany - whereas ANGDA's mssion is being
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clarified and refined to that which will enable it to be the
entity that markets Al aska's gas; ANGDA will take, handle, and
manage the nonetization of Alaska's gas in joint relationship
under common nmanagenent. This would not be sonething that just
happens by itself, it would be very nmuch under the nmanagenent of
a board of directors.

1: 26: 03 PM

REPRESENTATI VE P. WLSON noted that the Alaska Railroad is an
entity by itself, but when it wants to do sonething major it
comes back to the legislature for perm ssion. She asked whet her
[ AGDC and ANGDA] will be required to report to the legislature
once in awhile.

REPRESENTATI VE HAWKER answered that the ultimate decision to
move forward to sanction, develop, and commt to executing a
project still remains with the |egislature. The proposed bill
would not sanction any project; it would allow the further
refinement and devel opnent of a project that nust conme to the
| egi sl ature for funding and executi on.

REPRESENTATI VE P. WLSON said she wanted to nmake sure that that
was on the record in case there are any questions and so that
Al askans across the state can know.

1: 27: 26 PM

COCHAIR FEIGE said his reading of HB 9 is that it would
aut hori ze construction of any pipeline and woul d not necessarily
favor one project or route over another. Putting that into the
context of what is already in progress, he noted that AGDC has
applied for an environnental inpact statenment (EI'S) and the only
route that has been presented as part of that EIS goes from the
North Slope to Southcentral direct to Anchorage. He under st ood
there was one other route that went along the Richardson H ghway
and then from d ennallen over to Southcentral, but for a variety
of reasons that route was tossed out. Gven that [the EIS] is
currently in progress, he said the perception to him and his
constituents is that the wi nner has already been picked and HB 9
is sinply to get all the stars aligned to support that which has
al ready been deci ded.

REPRESENTATI VE HAWKER deferred to AGDC administrators for an
expl anation of the decision-making process that went into the
project routing and nanagenment for the EIS. From the standpoint
of legislators, he said that HB 9 would change the definition of
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in-state pipeline to be any sort of project that delivers gas
in-state from Point A to Point B. The sponsors are |ooking to

establish an entity that will be durable and a part of Alaska's
future all across the state. It is not looking to be a single
activity entity; it wll not build a pipeline and then go away.

The idea is for it to be Alaska's in-state gas facilitator,
where ever and how ever a project mght develop that s
econom cal ly viabl e. He enphasized that [the sponsors of HB 9]
absolutely are contenplating a long-term gas future in the
state, sonething that must begin by getting a viable project
started that nonetizes gas and further enpowers this entity to
then continue to look out for the best interests of al
comunities across the state.

1: 30: 31 PM

CO CHAIR SEATON noted that the bill title on page 1, line 6,
states "devel opnent or construction of an oil or gas pipeline"
asked whether there is any restriction in HB 9 that would [imt
this to natural gas or would there be authority to build oil
pi pel i ne. He pointed out that one option of the |ow flow study
from TAPS was a 30- to 36-inch oil pipeline down maybe to
d ennal l en and then conversion of the 48-inch TAPS pipeline to a
| oner pressure gasline. He asked whether [HB 9] would also
qualify for the building of that oil line or the oil line in
association with converting that section of TAPS into a gasli ne.

REPRESENTATI VE CHENAULT responded that HB 9 would anend the
section of oil and gas statute that deals with oil and gas
pipelines so that it would deal with just gas, and therefore oil
isinthe title of the bill.

1: 32: 46 PM

CO CHAI R SEATON commented that during the sectional analysis it
can be figured out whether the authority is also there for oil
In nonetizing gas, he said he would like to understand the | ow
flow study option of building a 30- or 36-inch oil Iine right
along the TAPS line and then converting the current 48-inch TAPS
pipeline to a gasline and delivering gas that way all the way to
G ennallen. He inquired whether that would be covered under the
options of HB 9. He said he is bringing this up because it was
brought to legislators by Al yeska Pipeline Service Conpany as
one of the options in the low flow conditional studies.

REPRESENTATI VE HAWKER replied that the definitions in Section 7
of HB 9 answer the co-chair's point. This section defines
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"Al aska Gasline Devel opnent Corporation” as "the corporation

created ... for the purpose of planning, designing, financing

devel opi ng, constructing, owning, and operating an in-state
natural gas pipeline". The section further defines "in-state
natural gas pipeline" as "a pipeline for transporting natural
gas in the state." Thus, if it involves a pipeline and it

i nvol ves transporting natural gas, it is within the scope of the
proposed | egi sl ati on.

CO CHAIR SEATON said this will be talked about going forward to
ensure that those things brought to the conmttee by industry as
potentials are included. He understood that the object of HB 9
is to get a broad sweep to nonetize gas and he wants to know how
far that goes.

1: 35: 16 PM

REPRESENTATI VE GARDNER read from the Regulatory Conm ssion of
Alaska's web site, which states that the commssion is
authorized J[under Alaska Statutes 42.04 - 42.06 and other
statutes] to do the following [original punctuation provided]:

regulate public utilities by certifying qualified
providers of public utility and pipeline services and
to ensure that they provide safe and adequate services
and facilities at just and reasonable rates, ternms,
and conditions. This keeps rates as |low as possible
while allowng the regulated entities an opportunity
(but not a guarantee) to earn a fair return.

REPRESENTATI VE GARDNER under stood that Sections 25-27 of Version
U would exenpt this proposed pipeline from regulation by the
Regul atory Comm ssion of Alaska (RCA) and asked the reason for
this proposed provision.

REPRESENTATI VE CHENAULT answered that the RCA was asked to
review [the proposed provisions] for any problens it may have
with them but he has not yet heard back. He said that when
talking utilities, this pipeline would be RCA controll ed. That
control would conme in when there is an actual pipeline and there
is an agreenent to sell that gas to a utility. At that point
the RCA would step in to make sure that consumers are protected.

1: 37: 21 PM

REPRESENTATI VE HAWKER added that in the broadest sense [Sections
25-27] have been referred to as the RCA exenption, but he does
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not feel that exenption is the correct connotation. He said the
driving force behind these proposed provisions is to elimnate
duplicative regulation and elimnating regulation where one
agency of the state is attenpting to regulate another agency.
One significant element is the issue of not regulating a
contract between AGDC, a state public entity, and a wutility
because at the end of the day consuner protection exists in the
regul ati on between the utility and the consumer. Thus, consuner
protection is maintained but duplicate regulation is elimnated.
A second elenment is the issue of the certificate of public
conveni ence and necessity determnation finding that the RCA
woul d do for a project brought forward in the public sector as a
private effort, in which the RCA determ nes whether there is a
valid public purpose to the project. 1In this case, if a project
goes forward, it would be a legislative decision. He submitted
that if the legislature chooses to nobve a pipeline project
forward a regulatory agency should not be second-guessing the
| egislature's determination that it is in the best interests of
t he state.

1: 39: 10 PM

REPRESENTATI VE P. WLSON observed that page 4 of the sectiona
anal ysis states that Section 27 would exenpt AGDC from oversi ght
by RCA until all debts have been paid [on the project]. She
further observed that Section 28 [would exenpt AGDC and any
pi peline developed ... from the Pipeline Act, which,] generally
speaki ng, places pipelines and pipeline carriers in Al aska under
the regul ations of the RCA She requested further explanation
of these two sections.

REPRESENTATI VE HAWKER expl ained that Section 28 is the issue of
the Al aska Pipeline Act, which is where the requirenent for the
certificate of public convenience and necessity exists. He
reiterated that the reason for this exenption is so there is not
an agency charged with second-guessing the legislature when it
comes to making those determ nations of the public value and

benefit. If the legislature nakes that decision, he said he
bel i eves that should be over-riding. Section 27 gets into the
financing portions of this work. It is an entity controlled by

the Al aska Gasline Devel opment Corporation that is exenpt for
the period in which the debt is incurred. That is to enable the
AGDC entity to go into the open market to contract for |long-term
debt. This provision is so that when going to the market there
can be efficient execution of that debt agreenent, thereby
avoiding penalties and unnecessary constraints on that
transacti on. The better execution of a debt transaction that
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the state can get, the less costs are ultimtely accumul ated
that would then have to be recovered through the tariff
structure. Once the debt is paid the exenption from AS 42.05
would go away and the project would beconme subject to [RCA]
regul ati on.

1: 42: 34 PM

REPRESENTATIVE P. WLSON surmsed that [on a federal project]
the Federal Energy Regulatory Comm ssion (FERC) m ght regulate
the size of the pipeline; however, at the state |level, Version U
woul d preclude the RCA from being involved and meking those
types of restrictions.

REPRESENTATI VE HAWKER replied that if AGC entered the debt
market, it would go there wth the firm transportation
commtnments and with contracts potentially between itself and
utilities to be purchasing this gas. These would be AGDC s
assets or collateral. Once that commtnent is made in the open
mar ket pl ace, this would prevent a regulator from comng in
sonetime in the future and changing those rates to not allow
recovery of all the costs. It would provide certainty in the
fi nanci al mar ketplace for the period in which debt is
out st andi ng.

1:44:14 PM

REPRESENTATI VE P. WLSON of fered her understanding that when the
RCA | ooks at tariffs it is supposed to allow for profit, which
woul d be to pay back those costs. She requested sone exanples
of why this provision is being proposed.

REPRESENTATI VE HAVWKER deferred to AGDC, its counsel, and the RCA
to answer the question because it gets into technical, project-
specific details.

1:45: 21 PM

CO CHAIR FEIGE presented a scenario in which the legislature
decides to go forward with a gasline and to finance a portion of
it. One option would be to put it on the open market and by
AGDC not falling under the RCA for that period of tine, it would
give the potential lenders the certainty that adequate revenue
coul d be reaped for repaying the bonds.

REPRESENTATI VE HAWKER answered that providing certainty and
assurance in the financial marketplace is very definitely the
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conceptual effort behind these provisions. The codicil to that,
he added, is that the public, the consuner, mintains its
protections through the RCA through the regulation of rates
between utilities and the consuner.

1: 46: 39 PM

REPRESENTATI VE MUNQZ inquired how this new arrangenent would
conport with the commtnents nade by the State of Al aska under
the Al aska Gasline Inducement Act (AGA).

REPRESENTATI VE HAWKER r esponded that under Version U the project
that was undertaken by the Joint In-State Gasline Devel opnent
Team woul d becone acknow edged as the Al aska Gasline Devel opnent
Cor por ati on. He said the project is, and always has been,
structured, designed, and commtted to be fully conpliant with
the AQ A franmewor k.

REPRESENTATI VE CHENAULT added that he |ooks at these provisions
as giving the in-state gas pipeline project sone of the sane
powers that the state has given to TransCanada and ExxonMbbi |
t hrough the AG A process. The half billion [cubic feet] under
which this proposed pipeline has been designed to operate is in
keeping with the framework of AGQ A

1:48:19 PM

CO- CHAIR SEATON, in regard to not having RCA or Pipeline Act
regul ations, asked whether there is a potential that firm
transportation commtnents from producers are not needed when
going to the bonding comunity because the State of Alaska is
being relied upon as the owner of this project.

REPRESENTATI VE CHENAULT replied that the intent is to have firm
commtnments and not put the state at ri sk.

CO- CHAIR SEATON stated that when the AGDC representatives
testify he would Iike them to provide clarification and details
about the exclusion and whether excluding firm transportation
cormitments is to be the basis of the bonding.

1:50: 00 PM
REPRESENTATI VE HAVWKER added that in noving this proposed bill
forward, it is neither his nor Representative Chenault's intent

to dictate how a project is ultimately financed. The Joint In-
State Gasline Devel opnent Team was entrusted with that m ssion
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and now it would be AGDC. The benchmark and check is that to go
forward the project nust conme back to the legislature for
sanctioning and funding. Tradeoffs will be |ooked at by AGDC
when bringing a project forward. One tradeoff is that the
greater the anpunt of state investnment the less the tariff would
ultimately be and the nore economcally feasible the project

becomes to narket Alaska's North Slope gas. He offered his
personal belief that everyone would be best served, as has been
acconplished to date, if the project is |l|ooking at being

economcally viable in the conmercial marketplace as any other
project to nonetize Al aska's gas.

1:51: 47 PM

CO CHAIR SEATON recalled that during the Alaska Stranded Gas
Devel opnent Act the state was attenpting to be a 20 percent
participant in the gasline and at issue was the state regulating
itself and how as a mnority participant it mght not be at a
di sadvant age. He inquired whether those issues are still to be
resolved in HB 9.

REPRESENTATI VE CHENAULT deferred to AGDC to answer the question.
1:52: 37 PM

REPRESENTATI VE GARDNER, in regard to the statenent that the HB 9
would give an in-state gas pipeline project sone of the sane
powers the state has given to TransCanada and ExxonMobil,
requested an enuneration of those elenents and asked which of
these elenents are unique to these two projects and would not
apply to any others.

REPRESENTATI VE CHENAULT responded that there are a nunber of
i ssues, one being emnent domain in regard to AQdA He said
these will be gone through during the sectional analysis. In
further response, Representative Chenault agreed to provide
Representative Gardner with a separate listing of these.

The commttee took an at-ease from1:54 p.m to 1:55 p.m
1:55:48 PM

DAN FAUSKE, President, Alaska Gasline Developnment Corporation
(AGDQ) , CEQ, Al aska Housing Finance Corporation (AHFC),

Departnent of Revenue (DOR), in response to Co-Chair Seaton,
expl ained that the Al aska Gasline Devel opnent Corporation is a
subsidiary of the Alaska Housing Finance Corporation. He said
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AGDC is managed by him as well as by the AHFC board of
di rectors. The AGDC is tasked with developing an in-state gas
pipeline at the I|owest possible cost to Alaskans and AGDC
delivered its report to the legislature last July. That report
generated enthusiasm and desire to keep the project and process
goi ng, so AGDC has done that. He noted that the AGDC office was
recently re-located to a larger space and it has continued to
add technical people. Oher than hinself, M. Joe Dubler, and a
couple of others, he said the majority of AGDC staff are retired
and/ or contract individuals fromthe petroleum and gas industry,
i ncl udi ng two PhD physi ci sts.

1: 58: 12 PM

MR. FAUSKE reported that the proposed pipeline would stretch 737
mles from Prudhoe Bay to Port MacKenzie and woul d be 24-inches
[in diameter] and [at a pressure of] 2500 pounds per square inch
(PSI). Yet to be determined is whether it will carry "dirty" or

enriched or dry gas. In the 2013 open season, industry wll
tell AGDC what it is interested in doing. He said AGDC has done
advanced studies on natural gas liquids (NG&s), Iliquefied

natural gas (LNG, and gas-to-liquids (GILs) and has published
t hose studies and put themon its web site. At the tine of the
studies, the nost I|ikely end-use product of this project was
determined to be LNG because it would provide the greatest
net back to the producers. However, AGDC has reserved the right
to see what will happen in an open season process when people
cone forward and state what they are wlling to do. He
explained that AGC is restricted to 500 mllion cubic feet of
gas per day wunder the tenants of the current AGA That
restriction would only be lifted if it is below the 68th
parallel; for exanple, if a large field of gas was hit in the
Nenana Basin or sonewhere else Dbelow the 68th parallel
Therefore, AGDC has operated under the 500 mllion cubic feet of
gas per day and that has worked well.

1:59: 53 PM

MR. FAUSKE related that |ast sumrer AGDC held an expression of
interest nmeeting and the room was filled. He said AGDC is
anticipating a total gas consunption of about 240 mllion cubic
feet per day for Fairbanks, the Railbelt, and on down into
Kenai, which at a cap of 500 mllion cubic feet per day |eaves
260 mllion cubic feet per day that needs to be filled.
Therefore, [at the neeting] AGC was very pleasantly surprised
to find that gap fill ed. The agreenents are non-binding, but
there was a definite comercial interest in the excess gas for
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current conmercial and normal use. Under the confidentiality
agreenents he cannot say who it was, but it was encouraging to
have that type of interest.

2:01: 06 PM

MR. FAUSKE noted that his first question when he hears
di scussion on "the big lines" is who pays for it. The
incremental cost of a 48-inch line from Prudhoe Bay to Fairbanks
is $2.8 billion, which is a lot of noney if there is not a large
commercial enterprise at the end of that pipe. The RCA woul d

| ook at that as overbuilt and would say that the buil der cannot
nonetize or capitalize those <costs through the ratepayer,
meaning the builder would have to "eat it." However, he
continued, that is a decision governnent could arrive at if it
decided that it wanted to go to a bigger devel opnent. Under
AG A's guidelines there is the ability to go from 1l billion to
3.5 billion [cubic] feet of gas a day to Valdez for export, and
it remains to be seen whether that open season was successful
Wien AGDC is asked why it did not go to Valdez, the answer is
that AGDC is |limted to 500 mllion [cubic] feet [per day] and
another entity contracted with the state is already over there;
thus, it would have been an interference and likely not a
worthwhile mssion for AGDC to undertake with its study.

2:02:34 PM

MR. FAUSKE, regarding [a route along] the Richardson Hi ghway
versus the Parks Hi ghway, explained that a lot of work and
studies had already been done when AGDC canme on board. The
| anguage in House Bill 369 directs that Al askans be supplied gas
at the | owest possible cost. The Richardson Hi ghway is 93 mles
| onger than the Parks H ghway and at $5 million per mle it gets
to be serious noney in a hurry. 1In its research AGDC could find
no mtigating circunstances that said that initial $500 nmllion
woul d make it worthwhile to pursue the [Richardson] route. The
federal governnent, when |ooking at a reasonable alternative
appr oach, agreed there were no mtigating circunstances.
Therefore, followng the basis of House Bill 369, the proposed
route at this time is to come down the existing Trans-Al aska
Pi pel ine System (TAPS) right-of-way, then dogleg to the right at
Li vengood heading toward Mnto, then down across the Mnto
Flats, and then down onto the Parks H ghway right-of-way and the
railroad right-of-way to Port MacKenzi e.

2:04: 06 PM
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MR. FAUSKE said the draft environmental inpact statement (EIS)
was authorized and recently went on the Federal Register for 45
days of public coment, which is being conducted by the U S
Arny Corps of Engineers. The corps will hold public neetings in

the comunities along the proposed route. As the applicant,
AGDC nust be present at all of those neetings. At the end of
that process, if successful, there will be an EIS and with that
cones the federal right-of-way. He said the critical thing is
to get the work done and the EIS in possession because it gives
the state a great deal of |everage. The federal governnent
becomes very skeptical when things start to change. In his

opi nion, he continued, the smartest approach is to get the one
that is on file done so as this process noves forward there is
sone roomto nove and maneuver.

2: 06: 03 PM

MR. FAUSKE shared that the governor and others have tal ked about
alignment and said he believes those discussions wll bear sone
fruit. At that tinme, supplements to the EIS could be |ooked at
to consider sone alternatives. However, while suggestions to
nove the pipeline to another route may sound good, it is not
that easy because it nmeans starting all over if it is a totally
different route. Wiile the state could decide to do that, it
would put the project behind by a mninmum of two and a half
years. There are no existing rights-of-way on the Ri chardson
H ghway and no permts in place and, he advised, any information
ot herwi se is not true. This is not to say that other projects
are no good, it is to say that timefranes nust be | ooked at.

2:07: 16 PM

MR. FAUSKE, regarding Representative P. WIson's question about
finance and bonding, explained why there is a problem He said
it would be simlar to a person going to the bank to borrow
nmoney to buy a car and the banker assunmes that the borrower wll

be making the paynent. But the borrower tells the banker that
anot her person will be deciding what the paynment is going to be.
The banker will then ask why that other person is not there

What is being |ooked at is that the bonds have been issued and
the investnent bankers, engineers, and others have all been
dealt with so that the project pieces are in place. But at the
end of the day, there is an entity that can deregulate or do
sonething to the paynent stream cash flow stream on the tariffs
that have been established, and those tariffs would be
established by the legislature. He said AGC s charts show that
the project is currently at front-end-loaded (FEL) 2. At FEL 3
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the project would be down to a plus or mnus success of 10
percent and that is when the l|egislature would sanction noving
f orward. At that tinme, the legislature will have a very clear
idea of what the tariffs are going to be, what the debt service
requirenments will be, and soneone cannot be allowed to get in
bet ween because that would create an inpedinent between the
investor and the investor's cash flows or |ine of sight.
Consunmers would still be protected on the relationship between
themand their utility.

2:09: 23 PM

MR FAUSKE pointed out that for a $7.5 billion project, plus or
mnus 30 percent, the tariffs comng into Anchorage and
Fai rbanks woul d be about $9.63 and $10.45, respectively. That
would be at a 70:30 debt-equity ratio, which neans that the

state would be an equity owner. He said he is saying own, not
operate, because House Bill 369 stipulates the |owest possible
cost to the Alaska consuner. The precedent agreenents and firm

transportation commtnents cone into play as to what the
financing and cash flows are going to be and what the bond
rating wll be. He advised that AGDC would come in at probably
AA+ or AAA depending on the project alignnment, whereas nost
bui | der/ owner/ operators would be BBB or BBB+. The difference in
what it costs those builders to raise their own capital has a
huge inpact on what the tariff will be to the consuner. A 100
percent debt-equity ratio is a distinct possibility if the state
must go ahead al one because no producers or other interests have
st epped forward. However, the basic idea of getting gas to
Al askan consuners is still being |ooked at; hopefully with a
commercial enterprise at the end of it. At a 100 percent debt-
equity financing, the aforenentioned tariff rates would drop
about $1.20 to each of Anchorage and Fairbanks because of the
difference in the capital costs.

2:11: 32 PM

CO CHAI R SEATON understood M. Fauske to be saying that if there
were not firm transportation commtnents the state could still
build a pipeline using its AAA or AA rating as the backup for
t he debt.

MR. FAUSKE replied that he is not going to say that there wll
not be firmconmtnments; he is saying that there mght not be a
| arge commercial enterprise or that the state m ght have to be
its own equity owner and buy the gas. That is why bringing
ANCDA into the fold represents a significant piece for AGDC in
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terms of gas marketing and the ability to purchase gas. The
hope is that there wll be firm transportation commtnents,
especially with the utilities.

2:12: 28 PM

JOE DUBLER, Vice President, Al aska Gasline Devel opnent
Corporation (AGDC), Director of Finance, Al aska Housing Finance
Corporation (AHFC), Departnent of Revenue (DOR), explained that
the credit can be based on just about anything. The market wl|
| ook at what is being offered and that will determ ne the cost.
The state could decide to backstop this entire transaction, but
that would be the call of the DOR conm ssioner, the governor,
and the legislature. That would be looking at a little over $5
billion in debt at a 70:30 debt-equity ratio for the State of
Al aska, which would be a very large anount of debt and could
inpact the state's credit rating. Many people have said
definitively that it would, and this could inpact political
subdivisions, the Alaska Industrial Developnent and Export
Aut hority (AIDEA), and AHFC So the best route for a project
like this would be to rely on firm transportation commtnents
because wi thout those the state would have no idea about whether
there are people that want to buy the gas. The idea behind the
project that AGC has presented is that it will hold an open
season and if the open season is successful and there are firm
transportation conmtments for capacity in the line, then the
project gets sanctioned by the governor and the |egislature and
the project noves ahead. The project would not nove ahead if
there are no firm transportation comrtnents, unless the
pol i cymakers decide at that tinme to build the project anyway.

2:13:58 PM

CO CHAI R SEATON recalled that according to | ast week's hearings,
the highest value to Alaska was gas on the North Sl ope. For
exanple, he related, there are problenms with TAPS needi ng heat
in places along the line and | owered volunmes so that there needs
to be conversion to either nethanol and gasoline or GILs for
diluting the heavier oil. He inquired whether it is currently
known that the producers are going to commt to sell gas into a
pi pel i ne.

MR. DUBLER responded that at the expression of interest neeting
held in May 2011, ACDC did receive interest from producers in
excess of the l|ine capacity, although that interest is non-
bi ndi ng.
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2:15:23 PM

REPRESENTATI VE P. WLSON understood that the gas pipeline cannot
exceed 500 mllion cubic feet per day because it would violate
AG A for the state to do so. She asked whether HB 9 would all ow
the state to go around this provision of AG A because it would
be formng its own entity.

MR. FAUSKE answered that he is not a |lawer, but that he thinks

the proposed legislation gives a great deal of |eeway. He
rem nded nenbers that AG A called for five take-off points.
Therefore, AGDC s work is not pointless if the big line goes

because it then becones a spur line off the big line. Regarding
a bigger line, he said that conpression can be added to get to
nore maxi mum size and gaslines can be |ooped, but he does not
know that that is where things are at yet. The governor has
come out wth the nmessage that by third quarter 2012 he wants to
see sone type of alignnent. This message is encouragi ng because
if there is an alignnment where gas is going to be delivered it
woul d hopefully have |arge commercial enterprise generating cash
back to the state and adequate gas supplies com ng through the
Rai | bel t.

2:18:36 PM

MR. FAUSKE, continuing, said the sky would be the limt if there
is an alignment because once there is a pipeline with the

resource there wll be all kinds of ideas, entrepreneurs, and
i nventors. He said he is not advocating for the state to be
frivolous, but he is asking what the alternative is. For
exanpl e, AHFC alone has $2.5 billion in assets in the affected

area, and those would quickly becone worthless if there is no
energy source.

MR. FAUSKE added that he remains hopeful for Cook Inlet because
people in Fairbanks are in the dire situation of paying nore for
their nonthly heating bill than for their nortgage paynent. He
related that a fear of Fairbanks residents is that if sonething
big is hit in Cook Inlet then Fairbanks will be forgotten. He
said the response of AGDC has been that gas can flow north,
west, south, and east.

2:20:11 PM
MR. FAUSKE addressed Representative Kawasaki's question about

ANGDA, pointing out that a gas marketing arm will be needed if
the project proceeds. Therefore, AGDC recommended that ANGDA be
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brought over with its enabling statutes and support, and that
ANGDA be wutilized for one of the purposes for which it was
originally created.

CO CHAIR SEATON inquired whether the assunption is that the
state woul d take gas in-kind instead of in-val ue.

MR. FAUSKE replied that it could. However, even if the state
was to go it alone and had to buy the gas to put into the line,
a marketing entity would still be needed and would therefore
need to be created in statute.

2:21:18 PM

CO CHAI R SEATON nmuai ntained that a nmarketing entity would not be
needed if the state took gas in-value. He therefore presuned
that the assunption was to set up the procedure so the state
would be ready to either purchase gas to put into the pipeline
or to take royalty gas and sell it as gas to sone entity.

MR. DUBLER responded that royalty in-kind would be one use of
the gas marketing entity that AGDC is trying to utilize through
ANGDA. The other use would be in a situation where custoners at
t he downstream end of the pipe do not want to deal directly with

the producers on the North Slope. |In that case, a gas marketing
entity would be needed to provide a bridge between the North
Sl ope producers and the custonmers on the downstream side. He

explained that AGDC cannot own the pipeline and be the gas
marketing entity at the sane tinme because those nust be separate
entities. Therefore, the proposed |legislation structures it the
sane as the private sector - two corporations, two subsidiaries,
with common control and common board. He added that when AGDC
was researching statute for the |anguage necessary for
marketing, it discovered that the statutes for ANGDA provided
the ability to do everything that needed to be done.

2:23: 08 PM

COCHAIR FEIGE, regarding the 70:30 debt-equity ratio for
financing, presunmed that the 30 percent equity share would not
necessarily cone fromthe state as a whole, but whoever decides
to build the pipeline, although the state could certainly have
an ownership share in a pipeline of this type. Wth that in
m nd, he asked what an appropriate share would be for the state
as far as m ni num or maxi num percentages of equity in the |ine.
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MR. FAUSKE answered that it would come down to the negotiations
with sone of the business partners. The hurdle rate across the
U S for these projects is generally around a 12 percent return
on equity. For exanple, if during negotiations a buil der/owner/
operator says it wants the whole deal, there is sone risk here
and it nust be ensured that the operator does not get the 12
percent and leave all the risks sitting with the state. So
there is a trade-off and those are going to be the negotiations
during the selection of a buil der/operator. The hope is to get
equity partners comng in. A year ago a producer [told AGC
that if any project goes forward it would |like to have an equity
position at |east equal to the anpbunt of gas that it has flow ng
down that pipe.

2:25:01 PM

CO CHAIR FEIGE said one of the major hurdles to this line, as he
sees it, is that currently it has a capacity of 500 mllion
cubic feet a day, yet the mmjor market in Anchorage consunes
roughly half that with existing production. By the time a line
gets built, production available in Cook Inlet may have
declined, but there would still be significant production com ng
out of the inlet. However, with nore exploration there could be
nore production comng out of Cook Inlet. So, there is a
certain percentage of the Anchorage Bowl 's consunption that wll
al ready be taken care of, which |eaves sonewhere between 250

mllion and 500 mllion cubic feet in total demand that is not
spoken for. Short of displacing everything that currently
exists and all the jobs in Cook Inlet, there is a significant
gquantity of gas that still has yet to find a custoner. He asked

whet her AGDC or AHFC is in a position to assist or encourage
i ndustrial users to cone to the state.

MR. FAUSKE replied that this concept has been devel oped on how
to nonetize or sell the 500 mllion cubic feet. It is known
that local wusage is 240 mllion cubic feet. Fai rbanks is
essential to the tariffs that were quoted to the conmttee
earlier and that piece of business nust be in there so that the
tariff nodel stays structured. He said AGDC is |ooking forward
to the open season when negotiations are started and interest is
shown. The beauty of a front-end-loaded system is that through
the stages of FEL 2 and FEL 3 it can be seen whether the project
will work. If there is no conmercial interest, then the state
woul d be at another decision point; for exanple, whether to
downsi ze the line, subsidize the anmount comng in, or inport
LNG. He pointed out that AGDC has |ooked at whether [the
gasline] could beat inported LNG pricew se, because if it cannot

HOUSE RES COW TTEE -22- February 6, 2012



then there is no sense in proceeding. Inported LNGis currently
at $14-3%$16 per mllion British Thermal Units (BTUs) and, so far,
AGDC s estimates beat that by a fairly good margin.

2:29: 22 PM

COCHAIR FEIGE inquired whether HB 9, Version U, gives AGDC
enough authority to help facilitate expanding the nmarket before
getting too deep into FELs or the various stages of project
managenent .

MR. FAUSKE responded that it is good |egislation because it
gives ACGDC a great deal of authority w thout offending AGA and
getting into a position of "us versus thent, which he does not
think is appropriate in ternms of noving forward. The proposed
bill would give AGDC a great deal of authority to continue doing
valuable work for the state to bring a product to the
| egislature and the governor from which good, neaningfu
deci sions can be nmade. Progress is being made, he continued
however, confidentiality agreenents are needed. I nformati on has
been exchanged over the past year, but AGDC has been stopped in
its tracks several tinmes when requesting information. He said
he supports people on that because they are not going to turn
over corporate information if they know that it cannot be
pr ot ect ed. He said he thinks this legislation puts AGC in the
right spot to continue noving forward. An outstanding job has
been done by the sponsors in researching and creating an entity
that wll do for the state what needs to be done. Furt her
di scussion will show that the provisions are not onerous and
have to be done to nove forward.

2:31:44 PM

REPRESENTATI VE KAWASAKI observed from the ANGDA statute that
marketing is one of ten duties required of ANGDA. The others
are to: come up with plans to use the state's royalty gas for
in-state use, create a revenue sharing plan for |oca
governments, plan for delivery of natural gas to conmunities
along the pipeline route and to Southcentral Al aska through a

spur line, plan for delivery and pricing of liquefied natura
gas to the Yukon River and coastal communities, and plan to
maxi mze Alaska hire including project |abor agreenents. He

added that ANGDA was created by the voters in 2002 and put into
law by 2003 with the idea that this authority would be a public
corporation unto itself to get gas to the folks that need it.
The Al aska Stand Alone Gas Pipeline (ASAP) would m ss Fairbanks
by about 50 mles, which he said causes concern. The proposed
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bill would bring ANGDA under the AHFC board, essentially voiding
the current ANGDA board nenbership. He said he is therefore
cautious and questioned why AHFC is the appropriate organization
to get gas to custoners in the state of Al aska.

MR. FAUSKE answered that he is not in the position to address or
explain why ANGDA did not get done the things it was allowed or
mandated to do. He said AGDC s recommendation was to save the
state sonme noney by bringing in and utilizing an entity that had
the statutory guidelines to do the gas marketing. The intent
was to not re-invent the wheel. He said ANGDA could continue on
its separate mission while AGC went another way, but that he
does not think that is what Representative Kawasaki is advi sing.

2:34:41 PM

MR. FAUSKE, regarding m ssing Fairbanks, said that the proposed
pi peline would conme 37 niles into Fairbanks from Dunbar. No one
is mssed, he asserted. He explained that enriched gas would
cone off the 24-inch line at Dunbar. Because it is enriched
gas, a straddle plant would have to be built at a cost of $250
mllion to get down to utility-grade gas. Met hane would run in
a 12-inch pipe to Fairbanks, which would be about three tines

the current need of Fairbanks. He said he has listened to
peopl e and understands their concern, but some of the changes
were $250-3%$300 nmillion changes. For Anchorage the gas would
cone 68 mles in an 18-inch pipe, so the main gasline does not
conme into Anchorage either. The federal governnent and others
will have sone say and restrictions as to where the 24-inch

buried pipeline can go, although the rationale for the distance
[from Fai rbanks] was a cost benefit.

2: 36: 59 PM

REPRESENTATI VE KAWASAKI reiterated the portion of his question
about why AHFC is the appropriate organization in which to
mar ket and nonetize natural gas on the North Sl ope.

MR. FAUSKE allowed that he asked hinself that question as well
and said that AHFC has a trenendous board. He explained that by
statute the AHFC board is conposed of the comm ssioners from
Departnent of Revenue, Departnent of Comerce, Community &
Econom ¢ Devel opnent, and Departnent of Health and Socia
Services, as well as four positions that represent real estate,
rural, energy, and finance. Those are broad titles that could
easily be equated to this type of project, he naintained, and
this has been discussed in reference to creating another entity
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or expandi ng AGDC. He said he is very flattered that AHFC was
asked to take this on and he is satisfied with the work that has
been produced. Although he is not an engineer, he knows how to
manage people and has no doubt of AHFC s capabilities for
putting the finance piece of this together. Over the years AHFC
has built a reputation of taking on projects and getting them
done.

MR. DUBLER added that House Bill 369 was passed by both bodies
of the legislature and was signed by the governor, which is how
AHFC got involved in this process. It was not sonething that
AHFC was | ooki ng for.

2:39: 29 PM

REPRESENTATI VE MUNQZ asked what woul d happen with the extra gas
if nmore gas is commtted during the open season than the pipe
can accommodate; for exanple, could the pipeline be made bigger.

MR. DUBLER replied that under AG A the pipeline is restricted to
half a billion cubic feet a day. |[If this problemwere to occur,
AGDC would look to some of the larger shippers, probably the
anchor tenant, to throttle back to get under the AGA limt.

2:40: 19 PM

REPRESENTATI VE MUNOZ inquired what the tinmeline for conpletion
woul d be under AGDC s nobst optimstic scenario.

MR. FAUSKE responded that the first gas transm ssion would be
the fall of 2018, with full transm ssion in 20109. He rem nded
menbers that history shows npbst projects get thenselves into
trouble when trying to conpress those schedules. Wile he knows
this [tineline] does not confort the Fairbanks folks, there are
sone ideas currently underway to mtigate sone of the elenents,
such as possibly trucking gas. Even if Cook Inlet was to cone
online with a large field, processes such as permtting would
still take sonme tinme for getting that gas noved north

2:42: 09 PM
REPRESENTATI VE FOSTER asked how much the demand forecast for the
gasline would be affected if the Susitna-Wtana hydroelectric

project is constructed.

MR. FAUSKE answered that AGDC has a chart show ng conpl etion of
the dam in about 12-15 years. There is a 60 kilowatt piece that
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is based on increased population and time factors in the
Anchorage and Railbelt areas, he explained, so the two projects
conpl enment each other and both are needed.

2:43: 20 PM

CO CHAI R SEATON understood that the proposed bill would set the
gasline as a contract carrier. However, he pointed out, the
state insisted that the AGQ A gasline be comon carrier open
access, which would incentivize other exploration on the North
Sl ope because people would have a nechanism for nonetizing any
gas that is found. He inquired about getting the benefits of
that or whether it is just being said that this pipeline is
small enough that it will be tied up with one, tws, or three
peopl e wunder contract carrier and everybody else wll be
excluded unless the contract carrier wants to sell the space.

MR. FAUSKE replied that AGC has deliberated a great deal on
contract versus common carrier and it goes back to financing.
He said AGA was a different animal and an open basis was wanted
because of the size of the pipe and to welconme in explorers. At
500 mllion [cubic] feet a day, he continued, a person would
like to think that people will be out exploring and the Iline
will be nmaxed out quickly. However, it gets back to the
financing and wanting long-term 20-year contracts with shippers
that match the cash flows off the gasline's 20-year debt
servi ce. These long-term contracts are binding contracts and
the trouble with going to conmon carrier status is that several
years down the road soneone else could want in on the pipe and
then the anobunt of gas allowed for the guy under contract is
reduced because the pipe capacity is only so much. He said AGDC
has net wi th Anadarko Petrol eum Corporation and Doyon, Limted,
on this issue and there are provisions down the road where
conpression or |looping could be added because at its current
status this line could technically go up to a billion [cubic]
feet of gas a day, and it seens to have satisfied sone people.
Going to a common carrier would make it alnost inpossible for
AGDC to get financing for the project, he advised, because there
woul d be no guarantees that these contracts in place would be
there to service the debt.

2:46: 01 PM
CO-CHAIR SEATON asked whether it nakes nore sense for the

gasline to be a contract carrier with firm transportation
commitnments that tie up all the capacity or to have revenue
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bonds that are pledged and paid back over tine |ike what was
done for the road to Red Dog M ne.

MR. FAUSKE answered that this project would all be based on
revenue bonds, and AGDC has advocated for about $5-$5.5 billion
in revenue bonds to fund this project. The proposed bill points
out that these would be debt obligations of AGDC, not of the
state and not of AHFC, so that the credit of the state and of
AHFC is not harned. It will be up to AGC to create a product
that will generate the interest in the nmarketplace to buy the
bonds, and getting those investors would be based on these |ong-
termtransportati on commtnents and the dynam cs of the project.

MR. FAUSKE added that AGDC is in the process of exploring the
agreenent that was done under the Alaska Railroad Transfer Act
where the railroad had the ability to sell tax-exenpt debt in
al nost unlimted capacity. Since tax-exenpt debt in the US is

controlled by the Internal Revenue Service, AGDC wll do a
private letter ruling before it |aunches because it needs to be
in place that that will be allowed. It would have a significant

i mpact on the cost of capital and, if allowed, would be another
pi ece that can be utilized.

2:47:52 PM

CO CHAIR SEATON noted that the Legislative Budget and Audit
Comm ttee brought up Pedro van Meurs to provide a presentation
and analysis of the economcs of a half billion cubic foot per
day pipeline and a 1.5 billion cubic foot per day pipeline. He
requested that AGDC provide the conmttee with a response to
that anal ysis, preferably by 2/8/12.

CO- CHAI R SEATON noved to discussion of the sectional analysis on

HB 9, Version U He explained that commttee nenbers wll ask
guestions as the analysis is reviewed, but that answers to those
questions wll be provided at the next bill hearing by the

sponsors or AGDC.
2:50: 04 PM

TOM WRI GHT, Staff, Representative Mke Chenault, Alaska State
Legi slature, on behalf of the prine sponsor, Representative
Chenaul t, paraphrased from the sectional analysis on Section 1,
witten as follows [original punctuation provided]:

Adds a new section to AS 18.56, Al aska Housing Fi nance
Corporation. The new section adds powers to AGDC that
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are specific to AGC s purpose of planning and

devel oping an in-state natural gas pipeline. Those
added powers would include the power to: (1)
determine the ownership and operating structure and
enter into agreements relating to ownership and

operation; (2) exercise emnent domain; (3) acquire
property and rights necessary or convenient for owning
or operating the pipeline; and (4) dispose of the
pi peline project or other assets.

This bill section would also (a) add powers to enable
AGDC to issue bonds without limtation to further its
purposes; (b) add |anguage to protect the State, the
vari ous subdivisions of the State, and AHFC from any
liability for the actions of AGC, and (c) establish
an "in-state natural gas pipeline fund" where noney
can be appropriated and used for AGDC s purposes.

MR. WRIGHT noted that the aforenentioned is HB 203, passed by
t he House and now in the Senate Finance Commttee.

CO CHAI R SEATON inquired whether this is the section where it is
t he debt of AGDC.

MR WRIGHT replied yes, that is where the liability clause
occurs.

2:51: 35 PM

MR. WRIGHT noved to Section 2, explaining that it would exenpt
contracts by ANGDA from the provisions of the procurenent code,
AS 36. 30. He pointed out that AGC is already exenpt from the
procurenent code under the provisions of House Bill 369.

REPRESENTATI VE KAWASAKI asked when the planning and devel opnent
of a project would conme before the |egislature. He al so asked
what new broad powers the AGDC woul d have over eni nent donain.

MR, WRI GHT deferred to AGDC on this question, but said that AGC
has em nent domain powers just like those had by other state
cor por at i ons. He added that he thinks em nent domain was also
provided to the Al aska Gasline Inducenment Act (AGA).

CO- CHAI R SEATON reiterated that the questions are just being put
on the record for answering at the next hearing.

2:53: 53 PM
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MR WRIGHT returned to the sectional analysis, saying that
Section 3 would replace the Joint In-State Gasline Devel opnent
Team with the Al aska Gasline Devel opnment Corporation (AGDC) and
Section 30 would repeal the in-state team Section 4 would
repl ace the executive director of AHFC as the chair of the Joint
In-State Gasline Devel opnent Team and Section 30 [would repea
the in-state teanj.

REPRESENTATI VE GARDNER, referring to Version U, Section 4, page
4, lines 24-25, asked whether deleting the |anguage pertaining
to avoiding duplicating studies that have already been produced
or otherwise obtained by other state entities would create a
pr obl em about ownership of the studies.

2:54: 37 PM

MR. WRI GHT paraphrased from the sectional analysis for Section
5 witten as follows [original punctuation provided]:

Amends AS 38.34.050(c), Cooperation and access to
i nformati on. Repl aces the reference to AHFC with a
reference to ACDC. This section of law currently
directs the Departnent of Natural Resources to grant a
right-of-way | ease under AS 38.35 for the gas pipeline
transportation corridor. The amendnent, besi des
transferring the right from AHFC to AGDC, would
specify that the lease is to be given at no cost or
rental fee and that the lease is not subject to the
| ease requirenents contained in AS 38.35.120(a)(1),
(2), (5, and (7). These paragraphs of current |aw
would require that AGDC operate the pipeline as a
common carrier and that it be subject to regulation by
the Regulatory Comm ssion of Al aska. Wth this
change, these paragraphs of current |aw would not
apply to AGDC s | ease.

CO CHAI R SEATON inquired whether the provision for no cost or
rental fee would require a Departnent of Natural Resources
fiscal note.

2:55: 57 PM
MR. WRI GHT continued paraphrasing from the sectional analysis,

moving on to Section 6, witten as follows [original punctuation
provi ded] :
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Adds new subsections to AS 38.34.050, Cooperation and

access to information. The new subsections woul d:
(a) gi ve AGDC t he ability to ent er into
confidentiality agreenent s and keep i nformation

confidential and not subject to disclosure under the
Public Records Act (AS 40.25); and (b) direct state
agencies to provide to AGC water, sand, gravel, and
ot her necessary natural resources and to enter into
| easehol d agreenents and issue permts as necessary or
appropriate for AGDC s pipeline, with the costs of the
f oregoi ng being borne by the applicable state agency.

MR. WRI GHT noted that the sponsor is working with AGC and the
admnistration on an anendnent that would somewhat nodify
Section 6; the hope is to have it ready for the next hearing.

REPRESENTATI VE GARDNER inquired whether the proposed new
subsection (e) to AS 38.34.050 [Version U, page 5, |ines 10-21]
is the same kind of confidentiality provisions that are seen
under Ad A Regardi ng the proposed new subsection (f) to AS
38.34.050 [Version U, page 5, lines 22-31], she understood that
if AGA fails the state would own, because of its financial
participation, the field study data, route study data, and such.
She asked whet her that woul d be the sane here.

2:57:29 PM

COCHAIR FEIGE related that an acconplishnent by ANGDA was
portions of a right-of-way between dennallen and Pal ner. He
asked whet her that right-of-way would be transferred to AGDC.

MR. FAUSKE responded that [such a right-of-way] does not exist.
2:58:10 PM

MR. WRI GHT resuned his review of the sectional analysis, stating
that Section 7 would repeal and re-enact AS 38.34.099, which is
definitions. He said Section 7 would broaden the definitions of
the AGDC and the in-state natural gasline to conform to changes
in Sections 3, 4, and 5. Section 8 is conform ng | anguage for
conditional |eases and those changes are found in Section 5.
Section 9 is also conform ng |anguage for nonconpetitive |eases
to note the changes found Section 5.

2:58: 44 PM
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REPRESENTATI VE GARDNER returned to the proposed new subsection
(g) to AS 38.34.050 [Version U, page 6, lines 1-11], which would
provide water, sand, gravel, and other resources at no charge

She said that if gas was sold out of state from this line it
woul d subsi di ze out of state users, and she would like to know
the inpact on | ocal governnents, if there is any.

2:59: 28 PM

MR. WRI GHT continued the sectional analysis, noting that Section
10 is conformng |anguage for right-of-way |eases to note the
changes found in Section 5. He said Section 11 would add a new
subsection to AS 38.35.140 that a right-of-way |lease to AGDC
shall be granted w thout cost or reinbursenent. He pointed out
t hat Section 12 is a bill passed by the [House of
Representatives] |ast session, HB 215, and paraphrased from the
sectional analysis, witten as follows [original punctuation
provi ded] :

Amends AS 38.35.200(a), Judicial review of decisions
of conm ssioner on application. Adds |anguage that is
intended to limt the ability of those with objections
to natural gas pipeline construction to stop necessary
proj ects. Allows a conpeting applicant or a person
with a direct financial interest affected by the |ease
right-of-way to raise an objection within 60 days of
the application or 60 days after the effective date of
this 1legislation. Allows an applicant standing to
seek judicial review anytinme in the process.

MR WRIGHT added that Section 12 wuld also exenpt the
Department of  Environnental Conservati on, Division of Air
Quality, fromthis judicial review

CO CHAI R SEATON, regarding Section 11 and the provision that
would allow the right-of-way |ease to AGDC wthout cost or

rei nbursenent, asked what would be the fiscal inpact of that to
t he revi ew ng agenci es.

MR. WRIGHT said that would be nore in the fiscal note.

REPRESENTATI VE GARDNER asked how the 60 day tineline [Section
12] conpares to existing tinmelines.

3:01:11 PM
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MR. WRIGHT addressed Section 13 of the sectional analysis,
stating that this section is also part of HB 215. He
paraphrased from the analysis, witten as follows [original

punct uation provided]:

Adds a new subsection to AS 38.35.200, Judicial review

of decisions of conmm ssioner on application.

Thi s

subsection (c) is nodeled after the Trans-Al aska
Pipeline Authorization Act provision to foreclose
| awsuits against any phase of developnent and/or
constructi on. This subsection only allows those who
have standing to bring about an action alleging that
an action wll deny rights under the state

Constitution or challenging the invalidity of

this

section. The conplaint nmust be filed in a state
Superior court and the court may not grant injunctive
relief wth the exception of a final judgnent.

Exenpts an appeal of a permtting decision by

Department of Environnental Conservation under

46.03 (Environnmental Conservation) and AS 46. 14

t he
AS
(AT

Quality Control) that is delegated to the departnent

by the Environnental Protection Agency.
3:01: 54 PM
MR. WRI GHT continued paraphrasing from the sectional

regarding Sections 14- 28, witten as follows
punct uati on provided]:

anal ysi s
[ origi nal

Section 14: Amends AS 40.25.120(a), Public records;

exceptions, certified copies. Al ows AGDC and
provi der or recipient of the information to enter

t he
into

confidentiality agreenents that would not be subject
to public disclosure. This provision conplenents the

| anguage found in Section 6.

Section 15: Amends AS 41.41.010(a), Establishment of
the authority. Deletes certain provisions relating to

ANGDA pertaining to the construction of a natural gas
pi pel i ne. The overall effect of the anmendnents in
this and later bill sections would be to clarify that
ANGDA nmay operate as a shipper of gas but not as a
pi peline owner or devel oper. This clarifies the
respective responsibilities of AGC and ANGA and

conforms to general requirenents of FERC [Federal
Energy Regulatory Commission] and other potential

pi pel i ne regul atory agenci es.
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3:02: 38 PM

Section 16: Amends AS 41.41.010(d), Establishment of
the authority. Conform ng |anguage to that found in
Section 14, allow ng ANGDA to focus nore on marketing.

Section 17: Adds a new subsection to AS 41.41.010,
Est abli shnent of the authority. G ves the ANGDA the
ability to pledge royalty gas owned by the state as
long as the royalty gas is not already commtted by
contract to other purchasers of royalty gas.

Section 18: Repeals and re-enacts AS 41.41.020,
Aut hority governing body. Est abl i shes the board of
directors of AHFC as the governi ng body of ANGDA

Section 19: Anmends AS 41.41.060, Conpensation of
board nenbers; per diem and travel expenses. Thi s
section references statutes granting The Al aska
Housi ng Finance Corporation board reinbursenment for
conpensation, travel and per diem This change al so
allows the Al aska Housing Finance Corporation board
menbers to receive conpensation, travel and per diem
while on official business on behalf of ANGDA

3:03:42 PM
Section 20: Anmends AS 41.41.070(d), Authority of
staff. Exenpts from the procurenent code persons
found by ANGDA to be necessary for the purpose of
devel opi ng i nformati on, furni shi ng advi ce or

conducting studies, investigations, hearings or other
pr oceedi ngs.

Section 21: Amends AS 41.41.090(b), Conflicts of
i nterest. Del etes the reference to a "project"” in
conformance with the idea that ANGDA will not be a
pi peline owner or operator, as discussed above in
Section 15.

Section 22: Amends AS 41.41.150(a), Public access to
i nformation. Exenpts information contained or subject
to a confidentiality agreenment between ANGDA and the
Al aska Gasline Devel opnent Corporation. This conforns
to changes made in sections 6 and 14.
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Section 23: Amends AS 41. 41. 200. Powers of the
authority. Del etes references to a project. this
confornms to the change di scussed in section 15.

Section 24: Amends AS 41.41.990(2), Definitions.
Amends the definition of the ANGDA Board of Directors
to allow the Al aska Housing Finance Corporation Board
of Directors to act as the board of ANGDA

3:04: 37 PM
Section 25: Amends AS 42.05.431(c), Power  of
comm ssion to fix rates. Exenpts from review by the

Regul atory Comm ssion of Alaska any agreenent or
anendnent to an agreenment entered into by AGDC with a
public utility. The exenption would continue for as
| ong as any debt is outstanding for the AGDC pipeline.

Section 26: Amends AS 42.05.431(e), Power  of
comm ssion to fix rates. Makes a conform ng drafting
change to refl ect the change proposed in section 25.

Section 27: Adds a new subsection to AS 42.05.711,
Exenpti ons. Exenmpts AGDC from oversight by the
Regul at ory Commi ssion of Alaska until such a tinme that
all debt has been paid on a project.

Section 28: Adds a new section to AS 42.06, Article
7, Pipeline Act. Exenmpts AGDC and any pipeline
devel oped, owned, or operated, in whole or in part, by
AGDC from the Pipeline Act, which, generally speaking,
pl aces pipelines and pipeline carriers in Al aska under
the regulations of the Regulatory Conm ssion of
Al aska.

CO- CHAI R SEATON requested that the exenption in Section 25 be

addressed at the next hearing on HB 9.
3:05:48 PM

MR. WRICGHT resuned the sectional analysis, paraphrasing

Section 29, witten as follows [original punctuation provided]:

Adds a new subsection to AS 43.56.020, Exenptions.
Taxabl e property of a natural gas pipeline devel oped
by the Al aska Gasline Developnent Corporation is
exenpt from state or local taxes wuntil the first
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natural gas flows in the project generating revenue to
the owners of the natural gas pipeline project.

CO CHAI R SEATON i nquired about the effects on nunicipalities and
the liabilities that will occur on nunicipalities during the
construction phase.

MR WRIGHT replied that this is being discussed by the sponsors,
al though there is not an anendnent.

3:06: 39 PM

MR. WRIGHT returned to the sectional analysis, paraphrasing from
Section 30, witten as follows [original punctuation provided]:

Repeal s AS 38. 34. 030, Joi nt I n-State Gasl i ne
Devel opnment Team AS 38. 34. 040, Duties of t he
devel opnent t eam AS  38. 34. 060: Conflicts of

interest; AS 41.41.030, Term of office; AS 41.41. 040,
Renoval and vacanci es; and AS 41.41.080, Legal
counsel . The provisions repealed in the AS 38.34
statutes are the Joint In-State Gasline Devel opnent
Team their duties, conflicts of interest provisions.
The In-State Team has fulfilled its duties and the
function they served is no |longer necessary with the
advent of AGDC.

The AS 41.41 statutes refer to the board nenbers of
ANGDA. These provisions are no |onger necessary since
the Al aska Housing Finance Corporation board s
overseeing activities of ANGDA

3:07:33 PM

MR. WRI GHT expl ai ned that Section 31 would repeal Section 1
of Ballot Measure No. 3, the initiative that enacted ANGDA
He said the sponsors feel that the ballot initiative
findings would no |onger be necessary and would no | onger
pertain to what ANGDA's m ssion would be under the proposed
HB 9. He concluded by relating that "Section 32 contains
certain instructions to the revisor of statutes and Section
33 is an imedi ate effective date."

3:08: 04 PM

[HB 9 was hel d over.]
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3:08:19 PM
ADJ OURNVENT

There being no further business before the conmttee, the House
Resources Standing Commttee neeting was adjourned at 3:08 p. m
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