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PREVI QUS COW TTEE ACTI ON
No previous action to record
W TNESS REGQ STER

JANAK MAYER, Part ner

Enal ytica

PCSI TI ON STATEMENT: Presented a PowerPoint titled "Natural Gas
Mar ket Qutl ook & Fundamental s of LNG Busi ness. "

NI KOS TSAFQGS, Part ner

Enal yti ca

PCSI TI ON STATEMENT: Presented a PowerPoint titled "Natural Gas
Mar ket Qutl ook & Fundamental s of LNG Busi ness."”

ACTI ON NARRATI VE
5:37:53 PM
CHAI R ANNA FAI RCLOUGH called the Legislative Budget and Audit

Commttee nmeeting to order at 5:37 p.m Senators Fairclough and
Meyer, and Representatives Austerman, Herron, and Josephson were

present at the call to order. Senator O son arrived as the
neeting was in progress. Also in attendance were Senators
Coghi | I, Huggi ns, Dunl eavy, and W el echowski , and

Representatives Feige, Hughes, Gara, Guenberg, Thonpson, and
Saddl er.

Presentati on: Natural Gas Market Cutl ook & Fundanental s of the
LNG Busi ness

5:39: 03 PM

CHAI R FAI RCLOUGH announced that the only order of business would
be a presentation on the outlook and fundanentals of the LNG
busi ness and the natural gas nmarket. She clarified that the
Legislative Budget and Audit Committee had cancelled the
contract with PFC Energy after its acquisition by IHS during the
previ ous year. She declared that the developnent of trust
through years of consistency and professionalism had |led the
Legi sl ative Budget and Audit Committee to authorize a contract
wi th Janak Mayer and N kos Tsafos for the 2014 State of Al aska
| egi sl ati ve session. She reported that they were available to
di scuss the nodeling and analysis of natural gas and LNG She
expl ai ned that the process for requesting information fromthese
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consultants would be the sanme as in the previous |egislative
sessi on.

5:40: 52 PM
JANAK MAYER, Partner, declared that he was a partner in the

newly formed energy advisory firm Enalytica. He reported that
this was his third year wrking wth the A aska State

Legislature on gas and oil issues. He noted that he had
previously consulted as an enployee of PFC Energy "on issues of
oil fiscal terms and fiscal ternms reform"” He expl ai ned that

the core of his work was based on nodeling for fiscal terns
anal ysis and understanding with governnents and international
conpanies for different oil and gas portfolios in different
regi mes and environments.

5:42: 08 PM

Nl KOS TSAFOS, Partner, shared that he had spent 7.5 years
working with PFC Energy in global gas practice, and he had
worked globally wth conpanies consulting "on every single
aspect of the oil and gas industry.” He expressed his
excitement to advise the State of Alaska on its "path to
commercializing gas fromthe North Sl ope.”

CHAIR FAIRCLOUGH specified that all of the docunments were
currently available on BASIS, as well as on the Legislative
Budget and Audit Commttee website.

5:43: 40 PM

MR. TSAFCS decl ared that he would tal k about natural gas markets
and fundanentals of the Liquefied Natural Gas (LNG business.
He noted that he would finish with a focus on the inplications
for Al aska.

5:44:20 PM

MR. TSAFCS directed attention to slide 2, "Gas and LNG Market
Fundanmentals are Strong." He noted that gas was "a great part
of the energy mx," and that the world was becom ng nore aligned
with natural gas. He shared that the expectation for energy
demand would grow at 1.2 percent, while the demand for gas would
increase by 1.6 percent. He stated that 24 percent of the tota

energy would conme from natural gas, up 3 percent from 2011. He
projected that the growh of demand for natural gas from now
until 2035 would be 31 percent. He opined that this was a good
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time for the state to develop its natural gas, sharing that 70
percent would be consunmed near the production point and 30
percent would be transported. He pointed to this nmarket for
transported gas, projecting that 67 percent would be delivered
t hrough the pipeline and 33 percent would be LNG He reported
that LNG demand was the fastest growi ng part of the gas market,
growing four tines faster than overall gas demand in the |ast
decade. He projected that the future demand for LNG would be
twce as fast as the overall consunption of natural gas. He
suggested that the projected gas market should include Asia, as
its proximty would be a great advantage for the state in

supplying the region. He offered his belief that a lot of
suppliers were trying to capture that narket. He stated that a
key question for both buyers and investors was "Wy Al aska?" He
reported that gas was very different fromoil in many ways, and

the nost profound difference was for pricing. He declared that,
while the world oil market traded primarily around a determ ned
price, there was not a simlar pricing for gas. He expl ai ned
that there were huge disparities for gas pricing.

5:48: 58 PM
MR. TSAFOS noved on to slide 3, "LNG Projects Are Big, Conplex

And Milti-Layered,” and highlighted that the history of
commercial LNG projects in Alaska reflected both simlarities

and differences from pipeline projects. He stated that,
al though both were natural gas, the business structures were
different. He pointed out that, although LNG projects take

years, even decades, from first discovery to commercial
production, the investors only nmake an initial huge investnent
and then enjoy its benefits. The key question was whether it
was worth making the initial investnent. He opined that, after
the initial investnent, there would be long term revenue. He
stated that there was not a standard way to structure an LNG
proj ect . As each project was big, conplex, and different,
everything conmes from negotiation, which allowed an enornous
potential for a win-win situation to all investors. He shared
that research on state project involvenent reflected that an
entire range of outcones was possible. He noted that states
could be regulators and tax levying authorities with no equity
or participation, or they could have conplete ownership. He
enphasi zed that there was not a given path to participation or
i nvest ment .

5:53:14 PM
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MR. TSAFCS described a long precedent of LNG projects to |ocal
mar ket s. He pointed to the gas which had been sitting wthout
an outlet for developnent, stranded gas, but was now being

devel oped for local narkets, as well as for export. He
described a key for these projects to be risk managenent and
mtigation, including finance, marketing, and price review

clauses. He declared that the flexibility of negotiations using
risk mtigation nmethods could allow for a confortable risk -
reward structure.

5:54:47 PM

MR. TSAFCS pointed to slide 4, "Alaska Has Mny Ways To
Participate In LNG Project." He explained that the broad point
to highlight was that there were a lot of decisions for the
anount of state participation, and that there was not a
precedent for involvenent. He clarified that this only required
willing counterparts. He pointed out that he knew of two LNG
projects wth only one owner, as nost projects involved many
equity partners, governnents, and banks.

5:56: 20 PM

MR. MAYER explained that he would offer an overview of the
fundanmentals of the natural gas market and its future outl ook,
slide 6, "Energy Denmand Has Myre Than Tripled Since 1960." He
stated that gas was an increasing part of the energy story, and
that this was a good tine for a state with substantial gas
resources to study ways for bringing it to narket. He decl ared
that energy demand had nore than tripled since 1960, with oil
being used primarily for transportation, while coal and gas were
used nore for power. He added that nuclear and hydro power
contributed about 7.5 percent of the overall power. He noted
that 10 percent of worldw de power was provided by biomass, nost
often wood and waste for heat and cooking fuel in devel oping
countries. He pointed out that, wth devel opnent, the use of
bi omass fuel would gravitate toward coal and gas.

5:58: 52 PM

MR. MAYER discussed the projected increase in population and
energy use for the next 20 years, slide 7, "Strong Fundanental s
Support Hi gher Energy Use." He noted that the nmjority of
popul ati on increase would be in cities, and would desire energy
producing materials. He suggested that this would bring greater
energy efficiency. Moving on to slide 8, "IEA Forecasts Energy
To Gow At 1.2% by 2035," he stated that gas would account for
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31 percent of the growh, an annual 1.6 percent growth rate.
This would increase the gas share of total energy use fromits
current 21.3 percent to 23.7 percent. He allowed that there
would be a lot of need for a gas resource, which was good for
t he state.

6: 01: 54 PM

MR. MAYER di splayed slide 9, "Gas Units And Conversions," which
translated the terns for future conversations, enphasizing the
conversion of barrels [of o0il] to cubic feet and the subsequent
conversion of cubic feet to heating units. He expl ained slide
10, "Only 30% O dobal Gas Is Traded [Vs. 64% O Q1l]," noting
that only 30 percent of gas ever crossed an international
border, as the remai nder was consuned in the country from which
it was produced. He reminded the commttee of the difficulty
for transporting gas, all of which required |arge anmounts of
capital, in either a pipeline or LNG flasks. He reported that
Europe and Asia were the biggest inport markets for gas,
accounting for 71 percent of gas inports. The fornmer Soviet
Uni on had the greatest surplus of gas, exporting 26 percent. He
recounted that the United States, Mexico, and Canada produced
and consumed about 27 percent of the world s natural gas. He
stated that, of the 30 percent of natural gas transported across
borders, alnobst 70 percent was via pipeline, wth the remining
30 percent being LNG

6: 04: 55 PM

MR. MAYER introduced slide 11, "Mre Than Half [58% O Gas
Trade Wthin Regions," and detailed that nost of the 30 percent
of gas transported across borders stayed within a region. He
of fered exanples of trade fromthe former Soviet Union to Europe
and to Asia, and gas from the Mddle East and North Africa to
Eur ope.

6: 06:19 PM

MR. MAYER addressed slide 12, "IEA Puts Gas Demand G owth At
1. 6% Through 2035," stating that the overall energy demand woul d
grow at 1.2 percent, but that the demand for gas would grow at
1.6 percent. He pointed out that there would be 18 percent
growh in the developed countries, but 82 percent growh in
devel opi ng countries, with 44 percent of this demand in Asia and
al nost 20 percent in the Mddl e East.

6: 07: 11 PM
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MR. MAYER noved on to slide 13, "LNG Market Was 31.7 BCF/D In
2012," and explained that Alaska had a potential to supply 2
billion cubic feet per day of LNG to the world LNG nmar ket demand
of almost 32 billion cubic feet each day. He stated that the
M ddl e East had the |argest surplus of LNG while Asia had the
bi ggest deficit, requiring 70 percent, with Europe requiring 21
percent . He added that South America and the Mddle East had
al so recently begun inporting LNG about 6 percent of the total.
He pointed out that Africa, nanely N geria and Al geria, exported
about 16.5 percent of the surplus LNG

6: 08:41 PM

MR. MAYER furnished slide 14, "Qatar |Is By Far Largest LNG
Exporter [32.6% Total]." He established that Qatar was "by far
the world' s biggest LNG exporter at the nonment” wth alnost 80
mllion tons in 2012. He predicted that Australia, with its
current production schedule, would surpass Qatar in production
by 2025 to becone the | argest LNG producer worldwi de. He listed
Qatar, Malaysia, Australia, N geria, Indonesia, and Trinidad as
the primary suppliers of LNG al nobst 75 percent.

6:10: 00 PM

MR. MAYER offered slide 15, "LNG Denand Concentrated Anbong Few
Buyers,"” which listed Japan and Korea as the two nmarkets for
al nrost 50 percent of the demand for LNG He pointed out that
inclusion of China, Spain, India, and Taiwan accounted for 75
percent of demand, and that, except for Spain, all were in Asia.
He indicated that 15 other countries inported less than 2
percent each of gl obal denmand, but nore and nore countries were
i mporting LNG

6:11: 24 PM

MR. MAYER summari zed slide 16, "LNG Demand To Grow 3.8% A Year
To 2030," observing that Asia was the domnant narket wth
al nost 75 percent of the growh for LNG demand.

6:12: 47 PM
MR. MAYER described slide 17, "Many Possible Suppliers, Many
Ri sks To Manage" and detailed that, although there were many

potential supply countries, all of them had many chall enges,
including permtting, high costs, and |ocal demand priorities.
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6:14:29 PM

MR. MAYER reviewed slide 18, "Gas Pricing Structures Hi ghly

Variable," declaring it was inportant to understand that,
although oil had a nostly single worldwi de price, gas price
vari ed enornously around the world, "between countries and even
within countries.” He |isted several Kkey approaches in the
pricing of gas: price is set solely on the balance of supply
and demand, per the Henry Hub gas price in the US, and the
national balancing point in UK price is set against a
substitute fuel, as in Japan, or for its end wuse, as in

Trinidad; price is set solely against an arbitrary fixed price,
such as Equatorial Guinea.

6:18: 23 PM

MR. MAYER confirnmed slide 19, "No Such Thing As A dobal Gas
Price," reporting that the price in 2012 ranged from an average
of $2.76 Henry Hub price in the US., nore than $11.03 in
Germany, and $16.75 in Japan.

6:19: 09 PM

MR. MAYER presented slide 20, "No Such Thing As An "Asian" Gas
Price," explaining that there was a substantial difference to
price ranging from $17.81 in Japan to $11.52 in China in 2012.
He noted that the range in price was often determ ned by when
the contracts were signed.

6: 20: 49 PM

MR. MAYER directed attention to slide 21, "Pricing Can Vary Even
Wthin Countries,” noting the enornous disparity of individua
contracts for inport costs of LNG to Korea, $6.40 from Russia to
$19. 25 from Norway.

6:21:54 PM

MR. MAYER assessed slide 22, "Gas Pricing |Is Undergoing
Fundamental Changes,"” and explained that there were surplus
cycles within the global gas market, which could create great
times for buyers as suppliers were in conpetition with each
ot her. He anal yzed that these surplus cycles allowed novenent
toward "nmechani sns that are about the marginal cost of supply,”
which he defined as the capital the supplier had to invest for
production, with a reasonable rate of return. He considered the
times of shortage to be a seller's market, which allowed the
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price of gas to be only slightly lower than the cost of a
substitute fuel. He declared that timng was "absolutely
everything." He projected that the outlook for post 2020 woul d
be driven by the "outlook for all the other projects that are
com ng on-line, how quickly we see those noving forward, how the
strategy of inporters changed during that tinme." He pointed to
the excitenent of the large Asian utilities for gas prices
linked to the Henry Hub, rather than to oil prices. He observed
that the response of the large existing suppliers would also
fundanmentally affect the price outlook. He concluded that
fundanmentals for gas, specifically the LNG market, were very
strong, and that this was a great tine to have a large gas
resource and to be | ooking for a nmarket.

6:24: 07 PM

MR. MAYER reviewed slide 23, "Gas And LNG Market Fundanentals
Are Strong". He pointed out that, although the demand for gas,
1.6 percent, was growing faster than the demand for energy, 1.2
percent, the demand for LNG had been growing four tines faster
than the overall demand for gas during the |ast decade. The
demand growh in Asia makes it the focus of the Al aska market;
however, there were nmany supply options, which could create a
downward pressure on pricing. He reiterated that suppliers nust

conpete in the pricing, as gas pricing was "still about the
mcro, rather than the nmacro. There's no global price, there's
no regional price, there isn't even a country price. Mcro is
everyt hing."

CHAIR FAIRCLOUGH affirmed that it was necessary to understand
the big picture, and that this report was a summary of an
earlier five day presentation. She relayed that the earlier
presentations were available to review on the Legislative Budget
and Audit Commttee website.

6: 26: 29 PM

MR. TSAFCS, presenting the fundanentals of the LNG business,
enphasi zed that the details really mattered. He indicated slide
25, "Big Upfront Investnent, Long-Term Revenue," which was a
graphic representation of the initial investnment for long term
benefits. He highlighted that generally the long-term economc
risk was for a subpar, or less than optimal, rate of return
rather than the outright |oss of noney.

6: 28: 43 PM
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MR. TSAFOS commented on slide 26, "LNG Projects Mve On Mny
Parallel Fronts." He established that many of the project
pi eces noved together, and required a lot of time before
constructi on. He spoke about the front-end engineering and
design studies (FEED and pre-FEED) which preceded the final
i nvestnment decisions (FID). He enphasized that, prior to
construction and FID, nost of the worries should have been
studi ed and answered, before any great investnent.

6:31:11 PM

MR. TSAFCS stated that, as the overall objective of an LNG
project was for sales, it was key to secure a counter party
which commtted to buy the gas, slide 27, "Basics: LNG sales and
purchase agreenents (SPAs)." He explained that the sales and
purchase agreenents (SPAs) were long term contracts with many
conponents, i ncluding destination, dur ati on, start dat e,

guantity, flexibility, and pricing structure. He specified that
the conflicts between states and conpanies were often based on
an understanding of the destination clauses, where the gas was
allowed to go and under what conditions. He explained that this
was crucial as it reflected a share of value under different
conditions. He explained that nost contracts were "take or pay"
whi ch neant that paynment was for how nuch gas was taken, and not
based on its wuse; otherwise, any commtnent to sales volune
whi ch could be reduced or cancelled made the contract worthless
froma stability and predictability perspective. He |isted gas
quality, whether it contained liquids, CO2 or other inpurities,
profit shari ng rel at ed to destinati on, non- conpl i ance,
renegotiation clauses in contracts for either periodic review or
changes in fundanmentals, and when the title of gas ownership
transfers from seller to buyer as inportant conponents of the
SPAs.

6:35:18 PM

MR. TSAFOS indicated slide 28, "LNG Exports Oten Linked To
Donestic Gas Sales"” and relayed that a large nunber of LNG
projects had a donestic conponent, including Yenen, Angola,
Mal aysia, Australia, and Indonesia, requiring that a certain
per cent age of gas be sold to the | ocal market.

MR. TSAFCS noved on to slide 29, "Integrated Projects Distribute

Value Internally,™ focusing on the inportance for t he
distribution of value in the pricing. He described the three
structures for a project. First, he detailed an integrated

project which included ownership of the upstream production and
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the liquefaction facility, with sales to another buyer. He
pointed out that, as the facilities all belonged to the sane
conpany, the only inportant price was that to the buyer.

6: 37: 33 PM

MR. TSAFOS directed attention to slide 30, "Infrastructure Oaner
Drives Pricing." In this second scenario, the |Iiquefaction
facility bought the gas from the upstream producer and then
later sold it to a buyer. The profit was determned by the
price to buy and the price to sell. He presented three exanples
whi ch each reflected that the anmount of the profit depended on
the economics of your place in the line of transaction. He
enphasi zed that the same commercial structure could have very
di fferent outcomes for the distribution of val ue.

6: 40: 32 PM

MR. TSAFCS di scussed slide 31, "LNG Akin To Pipeline: Pay A Fee
To Use Facility,"” which described a tolling structure, in which
the pipeline owner and the liquefaction owner were sinply paid a
fee with no ownership of the gas, therefore the relevant pricing
was between the supplier and the buyer.

6:41: 10 PM

MR. TSAFOS focused on slide 32, "There Is No "Right" Project
Structure"” as the project was driven by the resource base. He
explained that an integrated project was sinple, as there was
one transaction point, but it was not very flexible as everyone

was in the sanme ownership. He stated that a nerchant project
could accommpdate new gas supplies, but, as it required two
transacti ons, this coul d cause t ensi on i f t here was
i nconsi stency between the supply and the denmand price. He

pointed out that a tolling project was adaptable and scal abl e,
but it was necessary to agree on the tolling fee as well as
access to the infrastructure. He declared his desire to
famliarize the commttee with the range of naterial to allow
for deeper discussions at a later tine.

6: 42: 05 PM

MR. TSAFCS examined slide 33, "State Participation In LNG
Projects Varies Geatly," and stated: "You nane it, it
happens. " He clarified that governnment equity ranged from not

interfering other than to tax or regulate the conpanies to full
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government ownership. He highlighted that governnent equity was
nost often managed t hrough national oil conpani es.

6:43:26 PM

MR. TSAFCS referred to the aforenentioned devel opnent risks,
slide 34, "LNG Takes Tinme, Oten Decades, From First Discovery,"
noting that Al aska was not peculiar as other projects had taken
20-30 years to be devel oped. He focused on the fact that very
few LNG projects had ended with the same project structure from
which they started, slide 35, "Partner Alignnment Crucial For LNG

Devel opnent . " He shared that, nost often, partners pulled out
and others cane on, which he declared to be "a crucial elenent
of getting everyone on board" in order for the correct

partnership to devel op
6:44. 49 PM

MR. TSAFCS assessed the nost serious risk, prior to start of the
project, to be delays and cost overrides, which he listed on
slide 36, "Developnent Risks." He suggested that the tendency
was for "late and over budget." This accounted for the current
variation in the cost analysis for Al aska.

6:45: 33 PM

MR. TSAFCS relayed his desire to clarify the risks involved in
this equity venture, as it would better explain the economc
nodel i ng, slide 37, "Technical Challenges Can Lead To Frequent
Qut ages. " He reported that outages were a risk, as project
utilization ranged from 60 - 90 percent. He rem nded the
commttee that these outages could lead to subpar returns;
t hough not I|osing noney, not earning as nuch as projected.
I ntroducing slide 38, "Supplying Local Markets Can Divert Gas
From LNG " he stated that a l|local market could take politica
priority over exports, and should be considered in the economc
assessnent .

6: 46: 57 PM
MR. TSAFCS said that natural decline, as on the Kenai, had to be

managed to neet contractual obligations, in order to mtigate
any penalties, slide 39, "Feedstock Maturity Can Lead To Rapid

Decline.™ Moving on to slide 40, "Demand Shock Led To Qutput
Losses- But Long Ago," he reflected that during the 1980s and
early 1990s, if +the demand dimnished, then production was

curtail ed; however, in the LNG market today the risk was greater
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for a lower price, rather than for output denmand, slide 41,
"Price risk nore inportant than volune risk."

6: 48: 55 PM

MR. TSAFOS suggested that mtigation for this volune risk in
half the LNG projects included sales to a project partner.
Al t hough underperformance did not lead to any penalties, it
often led to third party financing, slide 42, "Buyers Oten Take
Equity| Partners Of Take LNG "

6: 49: 58 PM

MR. TSAFOS explained that collateral for LNG project financing
was based on the future revenue stream slide 43, "Project
Fi nance Well Established In LNG'. He noted that this allowed

access to third party financing from commercial banks, private
sectors, and credit agencies. He suggested that a |arge portion
of financing for an Al aska LNG project could conme from third
party financing, as reflected on the list on slide 43.

6:51: 31 PM
MR. TSAFOS explained that there could be any pricing structure,

especially if the downside risk was reduced by providing a
ceiling on prices, slide 44, "Pricing Fornmula Can Reduce Price

Volatility." He declared that should there be a dispute or if
there were I mbal ances, LNG contracts could al ways be
renegoti at ed, slide 45, "Wor st Case, Ther e s Al ways

Renegoti ation."
6:54: 11 PM

MR, TSAFCS discussed slide 46, "LNG Projects Are Big, Conplex
And Ml ti-Layered,” and stated that there was investnent for
long term revenue, and the structure needed to address risk and
risk mtigation. He pointed out that it was often necessary to

forego sonme upside in order to defend sone downside. He
declared that the inplications for Alaska, slide 48, "Path
Forward Requires Answers To Key Questions,” included the

guestions for how should Al aska take its share, should the state
take equity in the project, what to do with gas taken in kind

what risk and risk mtigators was the state willing to make, and
how to begin the project wthout Ilocking in a specific
structure. He explained that it was necessary to correctly plan
for and define both the present and the future LNG projects. He
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poi nted out the need to question how the LNG project would fit
into the state revenue needs.

6: 56: 43 PM

MR, TSAFOS concluded with slide 49, "Alaska Has ©Many Ways To
Participate In LNG Project."” He summarized that there was "a
huge range of possibilities in terns of where you invest, how
much you invest, how actively you participate ... " He declared

that the design possibilities were endless, as the only
necessity was for confort between the state and the other
parties invol ved.

6: 57: 42 PM

REPRESENTATI VE HERRON, referencing slide 3 and noting that each
project was custom designed, asked if there were any exanples
for world class nodel projects.

6: 58: 38 PM

MR. TSAFQCS, in response, stated "yes, for the circunstances they
faced,” offering his belief that this was the key caveat. He
presented Qatar as a nodel which had one nassive field with a
maj or national conpany. He opined that nerchant and tolling
projects were the nost adaptable, as it was necessary to serve
both today and tonobrrow s projects, citing Trinidad as a good
exanpl e. He enphasized that thinking through the pernutations
in the beginning would save a |lot of time along the way.

REPRESENTATI VE GARA expressed that, although he basically
supported the concept of state ownership of the pipeline, he was
cauti ous. He questioned if it was comon that mnority owners
had to make paynent for transportation through the pipeline,
even if no gas was shipped, and, if so, how extensive was this
risk.

7:02:31 PM

MR. TSAFCS replied that it was necessary to separate ownership
from [pipeline] capacity, and that these did not "have to be
i dentical." He explained that it was possible for arrangenent
of a conmercial structure to have ownership in the pipeline
w thout any commtnent to ship gas. He stated that he was not
aware of an exanple for ownership with a commtnent to ship gas
while there was no control over the gas going into the pipeline.
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He suggested that with paynment of gas in-kind, there would be
control .

7:04: 00 PM

MR. MAYER opined that there was still quite a bit to be
determined, as it was quite possible for the state to have
equity in the pipeline and/or the liquefaction facility, or to
take its gas in kind, and ship it through both the pipeline and

the liquefaction facility. He declared that the state could
have active engagenent, and not outsource the sales, but
i nstead, develop its own marketing operation. He offered other

possibilities which included agreenents with one conpany or many
conpani es for marketing.

7: 05: 40 PM

REPRESENTATI VE AUSTERMAN conmented that he was inpressed wth
the presentation, but that he needed nore tinme to absorb all the
i nformation. He offered his belief that there was value in
applying and conparing the presented issues to "what 1is
currently on the table.”

CHAIR FAIRCLOUGH clarified that the presenters were available
for recall to the conmmttee. She pointed out that both the
Senate and House Resources Standing Committees would also be
accessing this information. She acknow edged that this
presentation had been "a fire hose approach” to the vari ables,
as these variables were very different than the oil nmarket. She
declared that there would be a lot of opportunity for further
di scussions with these consultants during the session.

7:08: 25 PM
ADJ OURNNMENT
There being no further business before the conmttee, the

Legi sl ative Budget and Audit Committee neeting was adjourned at
7:08 p.m
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