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Anchor age, AK
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TOM WRI GHT, staff

Representative M ke Chenaul t

Al aska State Legislature

Juneau, AK

PCSI TI ON STATEMENT: Provi ded a sectional analysis of HB 215.

JOHN HUTCHI NS, Assistant Attorney General

G vil Division
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Juneau, AK

PCSI TI ON STATEMENT: Answered questions related to HB 215.
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Anchor age, AK

POSI TI ON STATEMENT: Answered questions related to HB 215.
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Al aska Gasline Devel opnent Corporation

Anchor age, AK

POSI TI ON STATEMENT: Provided information and answered questions
related to HB 215.

ACTI ON NARRATI VE

1:33:23 PM

CHAIR HOLLIS FRENCH <called the Senate Judiciary Standing
Commttee nmeeting to order at 1:33 p.m He recognized that the
coommittee did not have a quorum due to conflicting neeting
obligations at the end of session, but other nenbers were
expected. Senator Wel echowski and Chair French were present at
the call to order. Senators Coghill and Paskvan joined the
commttee during the course of the neeting.

HB  6- REMOVI NG A REGENT

1: 34: 02 PM
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CHAI R FRENCH announced the consideration of HB 6. He noted that
the conmttee did not have a quorum and woul d take no action on
t he | egislation.

1:34: 33 PM
REPRESENTATI VE MAX GRUENBERG, sponsor of HB 6, stated that the
bill is in response to an incident several years in which a

menber of the University of Alaska (UA) Board of Regents was
i ndi cted and subsequently convicted of a felony. The board found
that other than the inpeachnment process, it did not have a
procedure to renove or suspend the nenber. This is potentially a
serious problemif the Board of Regents needs a full quorum he
sai d.

REPRESENTATI VE GRUENBERG explained that Section 1 pertains to
| egi sl ative findings and purposes and indicates why establishing
this procedure is inportant and also constitutional. Section 2
adds a new section .155 to AS 14.40 laying out the procedure for
the governor to either suspend or renove a regent. It 1is
patterned after the statutory renoval procedures for certain
ot her boards. Section 3 - the applicability section - stipulates
that the bill applies to all conduct that occurs before, on, or
after the effective date.

1:41: 32 PM
CHAIR FRENCH asked the sponsor to summarize the two |egal
menoranduns in the bill packet. One was dated April 17, 2007

from Jean M schel, Legislative Counsel with Legal and Research
Services, and the other was dated February 2, 2007 from
Assistant Attorney GCeneral M chael Barnhill with the Departnent
of Law (DQL).

REPRESENTATI VE GRUENBERG revi ewed the Departnent of Law response
to the question of whether the governor has the authority to
remove a nenber of the UA Board of Regents w thout cause. M.
Barnhill's answer was no. He acknowl edged that |egislative
counsel concluded that regents serve at the pleasure of the
governor and may be renoved at any tinme, and University of
Al aska counsel concluded that a regent may be renoved only
t hrough i npeachnent by the Legisl ature.

CHAIR FRENCH asked the sponsor if he crafted the bill in
response to the idea that there had to be good cause for
renovi ng a regent.

REPRESENTATI VE GRUENBERG replied he absol utely did.
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He reviewed the Legislative Legal Services' response to the
guestion. M. Mschel's answer was yes; the governor has the
general authority to renove a regent absent cause. She cited the
constitutional authority under Article VII, sec 3 and Article
11, sec. 26.

REPRESENTATI VE GRUENBERG offered his opinion that even if the
Board of Regents were to bring a constitutional challenge, a
judge would likely favor the process that the bill establishes,
particularly since the board has for years failed to act. He
asked the record to reflect that the House Judiciary Standing
Commttee received no response when it inforned the Board of
Regents that it was considering this kind of legislation. He
mai ntained that HB 6 will avert a potential crisis and ensure
that the board can function at full strength

1:46:57 PM
CHAI R FRENCH asked if there was opposition in the House to this
particular bill.

REPRESENTATI VE GRUENBERG r esponded that HB 6 passed unani nously
in the House.

1:48: 47 PM

FULLER A. COWELL, Regent, UA Board of Regents, Anchorage, AK

testified in opposition to HB 6. He said the constitution
provi des inpeachnent as the nethod for renbving a regent from
office and that has served the university well in its near 100-
year history. In fact, there has been just one case where a
regent did not resign immedi ately when there was a controversy.

In that instance, the regent's attorney advised him not to
resign, because it mght indicate guilt. The board has 11
menbers so even in that case it was able to operate effectively
and govern the university.

MR. COWNELL infornmed the conmmttee that the board was in the
process of changing its bylaws to facilitate reconmending
i npeachnent when a ngjority of the nenbers believes it 1is
appropriate. He noted that although the board opposes HB 6, the
university discussed with the sponsor several changes to the
bill if it does nove forward, he said.

1:51:34 PM

CHRI'S CHRI STENSON, Associate Vice President, State Relations,
University of Alaska (UAA), said he was prepared to discuss the
changes the Board of Regents propose if the committee were to
decide to nove the bill forward.
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CHAIR FRENCH questioned the efficiency of relying on the
i npeachnent process to renove a regent. If an issue cane up
during the Interim the Legislature would either have to cal
itself into special session for an inpeachnent process or wait
until the next 90-day Session to take up the matter.

MR. CHRISTENSON replied the board believes that the founders
i ntended the procedure to be inpeachnent only. Gving the power
to anyone else potentially politicizes the Board of Regents and
the university in the process. He reiterated that the current
process works well and the board's ability to govern is not
affected if one nenber is mssing. He highlighted that after the
controversy arose in 2007, that regent did not attend neetings
or vote. He did not resign because his attorney advised that it
woul d ook |ike an admi ssion of guilt. That was to no damage to
the university, he stated.

CHAIR FRENCH offered his perspective that it was danmaging and
enbarrassing to the university to have a regent under indictnent
for enbezzl enent anong other things. The issue dragged on a |ong
time and he was identified as a regent in every news report.

MR. CHRI STENSON responded that it was no nore enbarrassing than
when so many legislators were indicted. The Legislature
continued to function and it, too, had the ability to inpeach
t hose nenbers.

1:55: 43 PM

MR. CHRI STENSON reviewed the provisions in HB 6 that were of
particular concern to the Board of Regents. First, the regents
request the renmoval of Section 1. It suggests the board has the
power to do sonmething it has not done and that is why the bill
IS necessary. AS 14.40.170(b)(1) 1is cited as granting the
authority, but the l|anguage is very vague. Wat the statute
essentially does is give the board the authority to regulate its
internal operation as a board, which is very different fromthe
explicit authority to renmove a constitutional officer. This
woul d override the will of the governor who appointed the regent
and the will of the legislature that confirnmed himor her.

CHAIR FRENCH asked if he would draw a distinction between the
words "renove" and "suspend” or if both were problemtic.

MR. CHRI STENSON replied both are problematic because in both

i nstances soneone is prevented from doing the job they were
appointed and confirnmed to do. |In essence, the board is
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substituting its own political judgnent wthout an explicit
grant of statutory or constitutional authority.

The second concern relates to Section 2. The new Sec

14. 40. 155(a) lays out the conditions under which a governor nmay
suspend a regent, and all but the provision in paragraph (4) are
based on proceedings by an independent entity. Paragraph (4)
does not belong because it involves a verified conplaint of
mal f easance or nonfeasance in office under consideration by the
governor. In this case the governor could inmmediately renove the
regent without waiting for another entity to act so there is no
reason to suspend. He continued that the provision is even nore
probl emati c because of its subjectivity and the fact that it may
or may not be politically notivated. The regents suggest
establishing a process that wuld be nore difficult to
mani pul ate politically, and specifically request renoval of
par agraph (4).

Finally, the regents request that the |language in the new Sec

14. 40. 155(a) (5) be tightened to apply to a formal allegation or
charge by a professional or occupational |icensing body alleging
or finding a violation of relevant |icensing statutes.

2:00: 49 PM
SENATOR PASKVAN j oi ned the conmm ttee.

CHAI R FRENCH asked the sponsor if he would like to comrent on
the testinmony fromM. Cowell and M. Christensen.

2:01: 23 PM

REPRESENTATI VE GRUENBERG of fered to work with M. Christenson to
resolve the problens. He then suggested inserting a statenent in
the bill that +these procedures were in addition to the
i npeachnment procedure.

CHAIR FRENCH responded that would be redundant because the
i npeachnent proceedings are in the constitution and nobody woul d
presuppose that they had been done away with.

REPRESENTATI VE GRUENBERG said he did not agree with the second
suggestion to renove Sec. 14.40.155(a)(4) regarding a verified
conpl ai nt.

CHAIR FRENCH asked if an email to the governor would be
sufficient to be a verified conplaint.
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REPRESENTATI VE GRUENBERG said no it would be a formal, sworn
docunent .

CHAI R FRENCH suggested he consider changing the term "verified"
to "sworn" if his intention was to require a sworn statenent.

2:04: 54 PM
SENATOR COCGHI LL joined the commttee.

REPRESENTATI VE GRUENBERG i ndicated he would |like to have a new
CS drafted and wuld try to find accomopdation wherever
possi bl e.

CHAIR FRENCH said he liked the idea of the bill but had sone
guestions about constitutionality.

HB 6 was held in comm ttee.

CONFI RVATI ON HEARI NGS:  SELECT COW TTEE ON LEQ SLATI VE ETHI CS

2:08: 08 PM

CHAIR FRENCH announced the next order of business would be
confirmation hearings for the Select Committee on Legislative
Ethics. He noted that the commttee had a quorum

He asked M. Cook to tell the conmttee why he wanted to
continue serving on the Select Commttee on Legislative Ethics.

2:08:21 PM

DENNI S " Ski p" COOK, appointee, Select Conmttee on Legislative
Et hi cs, Fairbanks, AK, said he has served on the commttee since
1998 and woul d be happy to serve for another term It's an honor
to be on the commttee and deal with the matters that cone
before it, he stated.

CHAI R FRENCH t hanked M. Cook for his length of service in what
can be a very contentious area.

SENATOR COGHILL said he appreciates that M. Cook is able to see
t hi ngs beyond the |awyer mndset; he brings significant history
to understanding the ethics laws as they have changed over the
years.

2:10: 34 PM

SENATOR PASKVAN described M. Cook an excellent candidate and
stated support for another term of service.
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CHAIR FRENCH reviewed M. Cook's resune and noted that he was
val edi ctorian of the Fairbanks H gh School in 1958.

2:11: 27 PM

SENATOR W ELECHOABKI noved to forward the name Dennis "Skip"
Cook to the full Senate for consideration with the understanding
that this does not reflect intent by any nenber to vote for or
agai nst the confirmation.

CHAI R FRENCH announced that w thout objection M. Cook's nane
woul d be forwarded to the full Senate for consideration.

2:12: 21 PM
CHAI R FRENCH brought the confirmation of M. Wil ker before the
conmittee.

2:12:28 PM

HERVAN G WALKER, JR, appoi nt ee, Sel ect Committee on
Legi slative Ethics, Anchorage, AK, said he was honored that
Chi ef Justice Carpeneti asked himto submt his nane for another
term He has served since 2002 and brings historical know edge
of the commttee and the issues it deals wth.

CHAI R FRENCH comrented that 10 years of service is significant
and both the commttee and comunity win when a nenber is
willing to devote this amount of time. He thanked M. Wal ker for
his servi ce.

SENATOR COGHI LL thanked M. Walker for being willing to serve
another term and expressed appreciation that he is always
willing to listen to conplaints from the | egi sl ative
per specti ve.

2:15:09 PM

SENATOR W ELECHOWSKI noved to forward the name Herman G Wl ker
Jr. to the full Senate for consideration with the understanding
that this does not reflect intent by any nenber to vote for or
agai nst the confirmation.

CHAI R FRENCH CHAI R FRENCH announced that w thout objection M
Wal ker's nanme would be forwarded to the full Senate for
consi derati on.

2:15: 34 PM
At ease.

HB 215- Pl PELI NE PRQJECT: JUDI Cl AL REVI EW ROV
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2:16: 18 PM
CHAI R FRENCH announced the consideration of HB 215 and asked for
a notion to adopt the Senate comm ttee substitute, version X

2:16:43 PM
SENATOR PASKVAN noved to bring Senate CS for CSHB 215, | abeled
27-LS0741\ X, before the commttee for purposes of discussion.

CHAIR FRENCH found no objection and recognized the sponsor,
Representative M ke Chenault, Speaker of the House.

2:17: 00 PM
REPRESENTATI VE M KE  CHENAULT, Speaker of t he House of
Representatives and prinme sponsor of HB 215, read the follow ng

sponsor statenment into the record: [Oiginal punctuation
provi ded. |
The objective of House Bill 215 is to prohibit the
filing of lawsuits that have the potential to delay
construction of in-state gaslines. The provisions
under House Bill 215 nodify current statute and the

provisions only apply to state land rights-of-way.
Claims may be filed only by an applicant, a conpeting
applicant of a person who has a direct financial
interest affected by the |lease of a right-of-way. The
requests for judicial review nust be filed within 60
days of the publication of notice for a right-of-way
| ease application. Judicial review nay only be granted
for clains challenging the validity of the statute or
challenging a denial of rights wunder the state
constitution. Any claim will be barred unless it is
filed wwthin the 60-day time frame. The Departnent of
Envi ronnental Conservation, under the Clean Water and
Clean Air Acts, 1is exenpted from the provisions
pertaining to judicial review

Al clainms are to be filed in Al aska Superior Court,
which w il have exclusive jurisdiction to determ ne
the proceeding. The court will not have the
jurisdiction to grant any injunctive relief with the
exception of an issuance of a final judgnment.

The legislation is nodeled after the Trans-Al aska
Pipeline legislation, 43 USC, Chapter 34, that was
adopted by Congress in 1973 (43 USC, Chapter 43, Sec.
1652 (d). Simlar legislation to House Bill 215 was
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passed by the Al aska State Legislature in 1973, Senate
Bill 3, related to the TAPS |i ne.

The bill also allows the Al aska Gasline Devel opnent
Authority (AGDC) to nove from a conmon carrier
requirenent to a contract carrier option. This change
is necessary to pursue a successful open season and
project financing for an in-state gasline.

2:19:56 PM

TOM WRI GHT, staff, Representative M ke Chenault, explained that
version X reflects sone of the changes that the House Resources
Commttee made to HB 9 and changes sone provisions in HB 215 so
that it only applies to the AGDC in-state |line. This was done by
addi ng new subsections that apply only to AGDC.

2:21:37 PM

CHAI R FRENCH asked how nuch overlap there was between HB 9 and
HB 215, version X, and if both were necessary to acconplish the
sponsors' purposes.

MR. WRIGHT replied three House bills that are currently residing
in the Senate were incorporated into HB 9. These are HB 189
dealing with confidentiality agreenents, HB 203 that establishes
the in-state gas pipeline fund, and HB 215. If and when those
bills advance, they will be renoved from HB 9. He noted that HB
9 al so contains other recommendati ons that AGC and the sponsors
felt was necessary.

CHAI R FRENCH asked him to confirm that none of the bills had a
Senat e anal og.

MR. WRI GHT confirmed there were no anal ogs.

CHAIR FRENCH highlighted that this was the first hearing and
asked M. Wight to proceed as he saw fit.

2:22:59 PM
MR. WRI GHT provided a sectional analysis of HB 215.

Section 1 amends AS 38.34.050(c), Cooperation and access to
information. It adds |anguage that excludes covenants found in
AS 38.35.120[(a)(1), (2) and (5) from the covenants required to
be included in the lease.] It exenpts the AGC line from being a
comon carrier. The ability to be a contract carrier will work
to the advantage of shippers and buyers.
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SENATOR PASKVAN asked what transitioning to contract carrier
mght do with gas from Nenana or the Yukon Flats if it were
di scovered in the next three years, for exanple.

MR. WRI GHT nentioned the 500 ntf/day limtation under AG A and
confirmed that there had been discussions wth Doyon and
Anadar ko about transporting gas on an in-state line. He then
deferred the question M. Fauske or M. Dubler wth AGDC.

Section 2 anmends AS 38.35.100(d), Decision on application.
Section 3 anends AS 38.35.120(a), Covenants required to be
included in lease. Section 4 anends AS 38.35.120(b), Covenants
required to be included in | ease. These sections have conform ng
changes and include clarifications and sinplification of
| anguage requested by the Departnment of Law (DQL).

Section 5 amends AS 38.35.200, Judicial review of decisions of
comi ssioner on application. The current version X narrows the
application by adding new subsections. The new subsection (c)
only applies to the in-state gas pipeline. It allows a conpeting
applicant or person with a direct financial interest affected by
the lease of a right-of-way to raise an objection within 60 days
of the application or 60 days after the effective date, and it
allows an applicant standing to seek judicial review anytinme in
the process. This is nodeled after the Trans-Al aska Pipeline
Aut hori zation Act. Only those who have standing are allowed to
bring an action alleging that an action will deny rights under
the state constitution or <challenging the wvalidity of the
section. The conplaint has to be filed in a state superior court
and the court may not grant injunctive relief with the exception
of a final judgnent. It also exenpts an appeal of a permtting
decision by the Departnent of Environnental Conservation under
AS 46.03 and AS 46.14 that is delegated to the departnment by the
U.S. Environnental Protection Agency. He noted that DEC intends
to offer several clarifying changes.

Section 6 amends the uncodified |aw by adding a new section for
transition and legislative intent. It says that if a right-of-
way |ease is entered into before the bill passes, the contract
that was signed for the |lease can be anended as soon as
practicable to reflect changes nade in this |egislation.

2:28:32 PM
CHAIR FRENCH reviewed the |anguage in Section 6 and sunmmarized
that a contract put in place before the bill passes can be

confornmed to what is contained in this bill.
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MR. WRI GHT agr eed.

SENATOR W ELECHONSKI asked for an explanation of the specific
covenants in AS 38.35.120(a)(1), (2), and (5) that were excl uded
in Section 2.

MR. WRI GHT deferred to M. Hutchins with the Departnent of Law
(DAL) .

2:30:45 PM
SENATOR PASKVAN asked if the AG A statutes had a provision that
was conparable to the judicial review in Section 5.

MR, WRIGHT replied the sponsors indicated they couldn't recall
one way of the other.

2:31:39 PM

JOHN HUTCHI NS, Assistant Attorney Ceneral, Civil Division, G,
Gas and Mning Section, Departnment of Law (DCL), addressed
Senator Wel echowski's question. He explained that the covenant
in AS 38.35.120(a)(1) requires the lessee to become a common
carrier. It allows the state, through contract with the | essee,
to i npose conmon carrier regul ations on the |essee.

SENATOR W ELECHOWSKI asked for an explanation of t he
significance of common carrier fromthe standpoint of the state.

MR HUTCHINS replied a common carrier designation neans the
operator of the pipeline is required to accept, on non-
discrimnatory ternms, any gas that is submtted for shipnment on
the line. The practice in the gas industry is that a line that
is not a common carrier is a contract carrier. As a rule there
is an open season and contracts are entered into for shipnent of
defined quantities of gas at defined terns.

SENATOR W ELECHOWSKI asked if the bill would require the |essee
to be a common carrier.

MR. HUTCHINS clarified that the bill would allow the |essee to
operate the line without being a conmmon carrier. As a rule,
pipelines in Alaska are required to operate as commobn carriers
if they have a | ease under AS 38.35 over state | and.

SENATOR W ELECHOWBKI questioned why the state would want to
grant this exenption.
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MR HUTCHINS replied it is a policy question for AGX to
address, but in general, it is an issue of how the |line can best
be filled.

CHAI R FRENCH asked if he was generally saying that a pipeline
that has a right-of-way across state land has to be a conmmon
carrier, and the paragraph (1) exenption is because AGC has a
busi ness case interest for needing to be a contract carrier.

MR. HUTCHI NS sai d yes.

CHAIR FRENCH asked for an explanation of the exenption in
par agr aph (2).

MR HUTCHINS said all the exenptions are related to common
carrier. Paragraph (2) is agreenment by the |essee to interchange
gas, providing interconnections as necessary. This would support
the role as a common carrier. If someone is required to take gas
that is offered on non-discrimnatory ternms, it is also
inportant to have a neans to allow connections to a line to
enabl e the shi pment of that gas.

CHAI R FRENCH asked the nmeani ng of the word "interchange."
MR. HUTCHI NS replied he understands it to nean trade.

2:35:48 PM
CHAI R FRENCH recogni zed that Representative Hawker was present.

SENATOR W ELECHOWSKI asked for a layman's explanation of what
covenant in AS 38.35.120(a)(2) woul d be exenpted.

MR HUTCHINS replied it says AGC does not have to accept,
transport, and allow a gas supplier to use the line to trade
wi th a gas purchaser gas over the line.

SENATOR W ELECHOWNSKI asked for an exanple of how that works
under current | aw.

MR. HUTCHINS offered a hypothetical exanple of an oil discovery
in a new field on the North Sl ope by an explorer that was not an
owner of the Trans-Al aska pipeline. That explorer is allowed to
subnmit that oil for transportation on TAPS if it neets the
quality requirements of TAPS and pays the tariff set by the RCA
If that's done, TAPS is required to accept that oil for
transport.
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SENATOR W ELECHOWSKI said he was still trying to understand what
was bei ng exenpt ed.

CHAI R FRENCH asked M. Bal ash to suppl ement the expl anati on.

2:38:30 PM

JOE BALASH, Deputy Conmm ssioner, Departnent of Natural Resources
(DNR), provided an explanation of the <covenants under AS
38.35.120(a). The covenant under subsection (a)(1l) goes to rates
and charges associated with pipeline costs and fees. Subsection
(a)(2) speaks to the interconnections that apply to multiple
pi pelines that connect with one another. The policy call nade by
the Legislature through this statute was to mninmze the nunber
of pipelines required to cross state l|and. Hopefully this
achi eves sone efficiency in the economcs as well as mnimzing
the environnental footprint, he said. For exanple, the Kuparuk
pi peline connects to the TAPS facilities. He said he wasn't
aware of a specific exanple for a gas pipeline, but there were
perhaps two each in Cook Inlet and the North Sl ope.

CHAI R FRENCH sai d he was thi nki ng about Bel uga and Tyonek.

MR. BALASH pointed out that a nunber of those pipelines were
constructed before AS 38.35 was adopted, so a nunber of the gas
pi pelines in Cook Inlet are not bound by that statute.

SENATOR PASKVAN offered his interpretation of subsection (a)(2).
Subsection (a) says the pipeline has to accept it because it is
a conmon carrier and the rates have to be fair. Paragraph (2)
says the pipeline has to provide connections and facilities at
every | ocati on wher e t hey i ntersect, and that's what
"interchange” neans.

MR. BALASH said that's right, and read together it gives the
whol e picture of what the covenants nean.

SENATOR W ELECHOABKI  questioned why it would be in the
consuners' interest for AGDC not to be a conmon carrier, because
it would seem to be good for the consuner to require them to
take in any gas. He asked for an explanation of the policy.

MR. BALASH opined that the question in this case is whether or
not the consunmer wll get the service. In the natural gas
pi peline business, particularly a long haul pipeline such as
bei ng contenplated by AGDC, financing depends on the ability to
enter into firm transportation agreenents. The comon carrier
requi renent that has developed in Alaska is one that requires a
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pipeline to provide service on demand, as opposed to on
contract. Because of that requirenent, a shipper may not be able
to count on getting their product delivered from point A to
point B. He opined that there is a need to address that
constraint, because AGDC has wundertaken the covenant in AS
38.35.120 through the right-of-way that was granted in July
2011.

2:42:13 PM

SENATOR COGHILL asked if this contenplates that |ong-term
contracts will be necessary, that the line will be full for an
extended period, and that any new exploration will be thwarted,

but could stand in |ine.

MR. BALASH suggested he pose the question to AGC because the
issue as to whether or not others may be able to gain access to
the pipeline will depend on the business nodel enployed and the
contracts signed.

SENATOR COGHI LL i ndicated he wanted to proceed with caution.

2:43: 43 PM

MR. BALASH continued to explain that subsection (a)(5) relates
to the neans of providing for offtake at a whol esale |evel along
the pipeline route. For exanple, if the pipeline goes through
Fai r banks, Senator Paskvan wll not have a separate contract
with the carrier to get gas for his hone and businesses; it wll
go through the local utility.

CHAIR FRENCH asked if he was saying that subsection (a)(5)
requires going through a local utility and that the bill exenpts
t hat requirenent.

MR. BALASH said no, and clarified that it relates to offtake
points along the pipeline as determned [by the Regulatory
Comm ssion of Alaska (RCA)] under AS 42.06.340, which is the
Pi pel i ne Act.

SENATOR W ELECHOWSKI asked if the result of this particular

exenption would be to renbve RCA regul ation over the pipeline in
this section.

MR. BALASH replied he didn't believe that was the case; rather,
it was just with regard to this specific reference in this bill

2:45:18 PM
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SENATOR PASKVAN questioned whether, under this provision, there
woul d be no obligation to provide a connection at Fairbanks if
the first open season is contracted with export only and the
pipeline is at capacity.

MR. BALASH expressed uncertainty about that, because a project
with a significant export conponent would already be exenpt from
t he conmon carrier requirenents.

2:46: 36 PM
At ease from2:46:36 p.m to 2:47:10 p. m

MR. BALASH directed attention to AS 38.35.120(a)(1)(A) and the

current CS, version X, on page 3, lines 8-14. That |anguage
exenpts a |essee that owns or operates a natural gas pipeline
from the conmmon carrier requirement. 1In Senator Paskvan's

hypot hetical, RCA would be preenpted by the Federal Energy
Regul at ory Conmi ssi on ( FERC).

CHAI R FRENCH asked if subsection (a)(7) provides exenption from
RCA and puts regulatory authority under FERC.

MR. BALASH agreed FERC jurisdiction would apply if it is granted
under the natural gas act.

CHAI R FRENCH summarized that FERC jurisdiction would apply for
exported gas, and M. Bal ash agreed.

He asked if the in-state portion of the gas would be exenpt from
RCA.

2:48: 33 PM

MR. HUTCHI NS confirmed that the in-state portion of the gas is
exenpted from the common carrier regulation. The Pipeline Act
establishes that the RCA regulates conmon carriers and sets a
tariff, but it is not set up to price regulate a contract
carrier. He offered his understanding that the sponsors were
consi dering adding conceptual anendnments to HB 215 to allow a
mechani sm for contract carrier price regulation by the RCA He
continued that this specific provision, covenant (7), does
remove the agreenent by the lessee to submt to RCA regulation
of tariffs in this context.

MR. BALASH clarified that the bill does not exenpt the Pipeline

Act, AS 42.06; the lessee's obligation to submt to regulation
under AS 42.06 is what is being exenpted.
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SENATOR W ELECHOWBKI asked how tariffs would be cal cul at ed.
MR. HUTCHI NS expl ai ned the open season process.

CHAIR FRENCH posed a hypothetical exanple where ENSTAR
contracted to get gas fromthe North Sl ope.

2:51: 05 PM
MR, HUTCHINS confirned the contract would be wth AGC or
what ever entity owned the pipeline.

CHAI R FRENCH asked if it was fair to say that, at this point, it
was uncl ear who woul d own the pipeline.

MR. BALASH responded that the legislation specifically refers to
a right-of-way owned by AGDC.

SENATOR W ELECHOWSKI questioned whether it wouldn't be good for
consuners if there was a nechanism |like RCA to sideboard what
tariff could be charged.

MR. BALASH agreed that was a policy decision, but the fact that
AGDC is a state corporation offers sone natural protections.

SENATOR W ELECHOWSKI asked if the bill provides sone protection
in the event that AGDC no | onger owns the |ine

2:54. 00 PM
MR. BALASH deferred the question

MR, HUTCHI NS said that the transfer of the right-of-way requires
t he approval of the comm ssioner under AS 38.35.120(a)(9).

SENATOR W ELECHOABKI asked if sone sort of consuner protection
conditions would be set on the rates if AGC transferred the
pi peline to ENSTAR, for exanple.

MR. HUTCHINS replied absent sonme other regulation, HB 215 would
all ow ENSTAR to enter into negotiations for transport of gas and
woul d not restrict the contracts ENSTAR m ght enter into.

MR. WRI GHT suggested that M. Dubler and M. Fauske address sone
of the commttee's questions.

2:55: 52 PM
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DAN FAUSKE, CEO, Al aska Housing Finance Corporation (AHFC) and
Pr esi dent, Al aska Gasline Devel opnent Corporation (AGDC),
i ntroduced hinsel f.

JOE DUBLER, Vice President and Chief Financial O ficer, Al aska
Gasl i ne Devel opnent Corporation, introduced hinself.

MR. FAUSKE addressed the contract carrier issues remnding the
commttee that financing is envisioned through the sale of
revenue bonds and that the line is |limted to 500 ncf/day. He
menti oned di scussions with Doyon, Limted regarding their Nenana
Basin field and noted that it resides below the 68th parallel.

CHAIR FRENCH clarified that soneone could build a larger gas
pipeline from the North Slope, it just wouldn't qualify for
preferential state support that was granted to the AGA
| i censee.

MR. FAUSKE agr eed.

SENATOR W ELECHOWNSKI asked if he had a I|egal opinion about
whether or not it would violate AGA to bring 500 ntf/day of gas
from the North Slope and an equal anount off the flats from
Doyon, Limted.

MR DUBLER replied they did not solicit a |egal opinion because
the law is very clear that AG A only applies above the 68th
parallel, and the foothills is well south of that.

MR. FAUSKE highlighted that simlar discussions took place in
reference to potential findings in Cook Inlet. AGDC envisions a
commercial entity at the end of the line to nake the tariffs
affordable to Al askans. Judging from a confidential, non-binding

expression of interest neeting in July 2011, the line will be at
full capacity. That is critically inportant for Al askan
CONSUMers.

He continued to discuss the tariff issue. Front end | oaded (FEL)
1 has been conpleted and after stage 3 the project will or wll
not be sanctioned. He spoke in support of the independent
project analysis (IPA) on nega projects because the project can
be halted anytine it doesn't nake econom c sense. He continued
that the costs were currently plus or minus 30 percent on the
$7.5 billion project and the goal at sanction was to be at plus
or mnus 10 percent. Under the current analysis the tariff for
Fai rbanks woul d be about $10.33/ntf, whereas the cost now is
$23.33/ncf. The tariff for Anchorage is estimted to be
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$9.63/ncf. He discussed straddle plants in both |ocations and
the difference in cost due to economes of scale. He noted that
the tariff estimtes were based on a 70/30 debt-equity ratio.

MR. FAUSKE stated that he wanted the record to reflect that the
only noney being contenplated by the state for this $7.5 billion
project is $400 nmillion to get to FEL 3. Beyond that point
financing wll be through the sale of revenue bonds. He
hi ghl i ghted that that goes back to the contract carrier issue in
order to get financing. It would be inpossible to finance the
project wunder conmon carrier requirenents because investors
and/ or conpanies would not be willing to risk that things could
change at any tine.

CHAI R FRENCH held HB 215 in commttee.
3: 05: 02 PM

There being no further business to conme before the committee
Chair French adjourned the neeting at 3:05 p.m
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