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CSSSHB 4(FIN), as anmended was REPORTED out of
committee with a "do pass" recomendation and
with one new fiscal inpact note from the House
Finance Committee for Fund Capitalization and one

new fiscal inmpact note from the House Finance
Commttee for Various departnents including
Depar t ment of Law, Depar t ment of Nat ur al
Resour ces, Depart ment of Envi r onnment al

Conservation, Departnment of Transportation and
Public Facilities, and Departnent of Comerce,
Community and Econom c¢ Devel opnent.

#hb4
HOUSE BI LL NO. 4

"An Act relating to the Al aska Gasline Devel opnent
Corporation; making the Al aska Gasline Devel opnent
Corporation, a subsidiary of the Alaska Housing
Fi nance Corporation, an independent public corporation
of the state; establishing and relating to the in-
state natural gas pipeline fund; naking certain
information provided to or by the Al aska Gasline
Devel opnent Corporation exenpt from inspection as a
public record; relating to the Joint In-State Gasline
Devel opnent Team relating to the Alaska Housing
Fi nance Corporation; relating to judicial review of a
right-of-way |ease or an action or decision related to
the developnment or <construction of an oil or gas
pipeline on state land; relating to the lease of a
right-of-way for a gas pipeline transportation

corridor, including a corridor for a natural gas
pipeline that is a contract carrier; relating to the
cost of natural resour ces, permts, and | eases

provi ded to t he Al aska Gasl i ne Devel opnent
Corporation; relating to procurenent by the Al aska
Gasline Devel opnent Corporation; relating to the
review by the Regulatory Conm ssion of Alaska of
natural gas transportation contracts; relating to the
regul ation by the Regulatory Comm ssion of Al aska of
an in-state natural gas pipeline project devel oped by
the Al aska Gasline Devel opnment Corporation; relating
to the regulation by the Regulatory Conm ssion of
Alaska of an in-state natural gas pipeline that
provi des transportation by contract carriage; relating
to the Alaska Natural Gas Developnent Authority;
relating to the procurenent of certain services by the
Al aska Natural Gas Developnment Authority; exenpting
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property of a project devel oped by the Alaska Gasline
Devel opnent Corporation from property taxes before the
commencenent of commercial operations; and providing
for an effective date.”

1: 42: 55 PM

Co-Chair Stoltze stated that the commttee's agenda would
address amendnents to the |egislation.

Co-Chair Austerman MOVED to ADOPT Anendnent 2, 28-
LS0021\ R 12, Bullock, 3/30/13 (copy on file):

Page 7, line 10, follow ng "gas":

| nsert , including propane and other hydrocarbons
associated wth natural gas other than oil,"

Page 7, line 12, following the second occurrence of
"gas":
Insert ", including propane and other hydrocarbons

associated with natural gas other than oil,"

Page 7, line 13, follow ng "gas":

| nsert , including propane and other hydrocarbons
associated wth natural gas other than oil,"

Page 7, line 16, follow ng "gas":
Insert ", including propane and other hydrocarbons
associated with natural gas other than oil,"

Page 13, line 21, followng "state":

Insert ", including the delivery of natural gas,
including propane and other hydrocarbons associated
with natural gas ot her than oil, to coastal

conmunities in the state,”
Co-Chair Stoltze OBJECTED for the purpose of discussion.

Co-Chair Austerman discussed the need to provide rural
areas the ability to seek alternative energy sources. He
poi nted out page 13, line 21. He wished for the option to
transport fuel to coastal comunities, allowng them to
benefit from the gasline, if the project proceeded to salt
wat er .
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Co-Chair Stoltze intended to provide opportunities for the
bill sponsors and the Alaska Gasline Devel opnent
Corporation (AGDC) to speak to the anmendnents.

1:45: 35 PM

REPRESENTATI VE M KE CHENAULT, SPONSCR did not see a problem
with the anendnent. The intention of the legislation was to
provide gas to all areas of Al aska. He wanted residents of
rural Al aska to know that their interests were heard.

Co- Chai r Stoltze wished to keep the policy well
i ntentioned.

Representative Kawasaki asked if the anendnent's | anguage
woul d change the work project plan submtted by AGDC.

1:47:15 PM

JOE DUBLER, CHI EF FI NANCI AL OFFI CER, VI CE PRESI DENT ALASKA
GASLI NE DEVEL OPMVENT CORPORATI ON, st at ed t hat t he
anmendnent's | anguage would not affect the work plan. He
stated that the | anguage was perm ssive and all owed AGC to
make pr opane avai l abl e to entities i nterested in
di stributing propane or natural gas throughout the state.

Co-Chair Stoltze discussed the optiml goals of delivering
energy to Al askans.

Representative Gara expressed concern that AGDC would not
remain true to the original plan. He recalled that the
elimnation of the straddling plant |essened the cost of
the project. He recalled testinony that addi ti onal
infrastructure was necessary to ship propane to rura
Al aska using the river system

1:49: 04 PM

M. Dubler responded that the plan assunmed that 3500
barrels per day of gasissw; would be shipped down the
gasline, which equaled the current usage in the state. |If
further interest in propane developed, a straddle plant
woul d be necessary in Fairbanks. The cost of the propane
woul d then reflect the cost of the straddling plant.
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Representative Gara asked if consuners in rural Al aska
would then pay for the additional infrastructure. M.
Dubl er replied yes.

Representative WIson pointed out that a large part of the
Fai r banks Northstar Borough would not join the gas system
She assuned that rural boroughs would benefit from the
| anguage i n Arendnent 2[eswj.

M. Dubler agreed. He stated that the Southcentral region
of the state had an operating LNG plant supplying
Fai rbanks. The plant would have surplus capacity if
Fai rbanks received natural gas via the instate gasline and
m ght be avail able for shipnents to other parts of Al aska.

1:51: 23 PM

Co-Chair Stoltze WTHDREW hi s OBJECTI ON.

Representative Kawasaki asked about the anmendnent's
reference to "coastal conmunities.” He wondered about those
rural areas |located on a road system but not in a coasta
comunity.

Co-Chair Austerman responded that the anendnent's concept
was forward-thinking regarding the uses for natural gas. He
mentioned the idea of burning LNG [liquid natural gas] in
ferries. He wished to lift restrictions to the agency if
ot her opportunities becane avail abl e.

1: 53: 28 PM

Representative Kawasaki wondered if the use of the words
"coastal communities" mght be restrictive in nature.

Representative Edgnon replied that HB 4 would provide
organi zed preparation for a gasline solution. He did not
vi ew t he amendnent's | anguage as restrictive.

Representative Gara expressed concern that the bill's
ori gi nal prom ses included propane and one or two
straddling plants. He suggested that the reinstatenent of
the plan would be cost prohibitive to the snaller
conmuni ties.

M. Dubler clarified that propane custonmers would have paid
for the straddle plants under the original configuration;
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the cost of the propane would have reflected the straddle
pl ant s.

Co-Chair Stoltze WTHDREW his OBJECTION. There being NO
further OBJECTI ON, Anmendnent 2 was ADOPTED

1: 56: 48 PM

Co- Chai r Stoltze MOVED to ADOPT Anmendnent 3, 28-
LS0021\ R 15, Bullock, 4/1/13 (copy on file):

Page 47, line 9:
Del ete "period not |onger than six nonths"
Insert "for a period not |onger than 90 days"

Representative Gara OBJECTED for di scussion.

Co-Chair Stoltze explained the anmendnent. He stated that
the anmendnent elimnated a tine period of nonths from the
| egi sl ati on. The anmendnent reduced the tinme frame to a nore
preci se manner of specific days. He noted that discussions
with the adm nistration yielded the opinion that this was
the preferred tinme frane.

Representative Gara asked if the reduction to 90 days
limted the tinme allowed for the Regulatory Commi ssion of
Al aska (RCA) to determ ne the cost of transporting gas.

Representative Holnmes stated that the 90-dayissw change
would allow the RCA to review the recourse tariff and be
able to suspend it for 90 days upon notion or conplaint to
conduct hearings and revi ew.

2: 00: 05 PM
AT EASE

2:00:32 PM
RECONVENED

STUART  GOERI NG DEPARTMENT OF LAW ANCHORAGE (via
tel econference), responded that the RCA reviewed the
original proposal and pronmised to follow the direction set
forth by the legislature. He saw the matter as a policy
call. While a longer tine period allowed nore process, a
90-day review period in addition to 90 days to adjudicate
was vi ewed as reasonabl e.
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Representative Gara asked if the RCA could fairly set the
recourse tariff if the period was noved down from 6 nonths
to 90 days.

Co-Chair Stoltze viewed that two 90-day periods were better
t han 30 days.

M. Goering responded that the second 90-day suspension
period provided an adequate anount of tinme for the parties
to conduct their adversarial process with the RCA as the
adj udi cative body. He noted that the burden of shortening
the time falls as nuch on the parties presenting their
evi dence. The process will be adjusted to allow tine for
the parties to present evidence and for the conmssion to
make and issue a decision. He noted that the governor
supported the | anguage enbodi ed i n Arendnent 3.

Co-Chair Stoltze pointed out that the comittee and
sponsors had not achieved concurrence on the issue, so he
w shed to allow anple tine for comments and concerns.

2: 04: 00 PM

RENA  DELBRI DGE, STAFF, REPRESENTATIVE M KE  HAWKER
expl ai ned that the sponsors were troubled with the addition
of the suspension period. The sponsors were wlling to
extend the initial recourse tariff review period from 30
days to 90 days, which was represented in the finance CS.
The sponsor understood the RCA's desire to have additiona
time to suspend a tariff, but both the 90-day and 180-day
time periods were problematic.

Co-Chair Stoltze noted that nultiple possibilities were
suggest ed.

Representative Gara asked M. Coering if the RCA would have
enough tine to protect the consunmer's right to a reasonabl e
recourse tariff rate with the tine period suggested by the
amendnent .

M. Goering clarified that the initial review period
allowed RCA to talk to the pipeline carrier and work out
any filing issues. The suspension period was created for
controversies that remain after the 90-day review period
was conpl et ed. The 90-day suspension period was an
opportunity for the conmission to allow interested parties,
such as shippers and rate payers to intervene in the action
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to test the carrier's evidence. The issues during the 90-
day period were limted under the bill, as witten.

M. Goering continued that the recourse tariff had sone
specific standards for its review. The standards were found
on page 45 of the current CS. He nentioned specific
requi renents of the conm ssion that were narrower than the
usual pipeline and utility tariffs. In the case of the
anmendnent, the conmm ssion was asked to approve or deny the
tariff based on factors found in AS 42.08.350(b). The
review during the initial 90 days and the 90-day suspension
period was narrower than the tine period typically provided
by the conmi ssion with respect to tariffs.

2:08:36 PM

Representative Gara wondered if the tine suggested in the
Amendrment 3 was adequate for determning a just and
reasonable rate. He asked if the tinme period was adequate
for evaluating whether the shipper's proposal for a tariff
nmet the statutory requirenent. He asked if the statutory
requirenment required a just and reasonable rate.

M. Goering replied that the standard for the comm ssions
review evaluated the ternms and conditions of service. The
standard determ ned whether the terms and conditions were
unduly discrimnatory and whether the rates were supported
by the supporting cost nodel. The criteria related to rates
of return and depreciation mnethodol ogy. The bul k of service
was provided under contract, as opposed to under the
recourse tariff. In answer to Representative Gara's first
guestion, M. GCoering stated that the process could be
adjusted to acconmmpdate the anobunt of tine available. If a
90-day period was allowed, the parties nmust be prepared to
present evi dence sooner.

2:10:40 PM

Co- Chair Austerman pointed out that the | anguage stated "no
| onger than 90 days." He interpreted that the |anguage did
not require the process to utilize all 90 days; it mght be
conpl eted nore quickly.

M. CGoering concurred. He stated that the entire suspension
period was optional. If, at the end of the 90-day review
period, the conm ssion determned that there was no reason
to investigate the tariff further the rates would go into
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effect on the dates specified in the tariff's filing. The
suspension period was optional. The comm ssion was not
required to utilize the entire 90-day period to issue their
deci si on.

Co-Chair Stoltze noted that the anmendnment altered the tine
period from6 nonths to 90 days.

Representative Holnmes expressed that the original tine
period of 30 days was too fast, while the expansion
appeared reasonable to her.

A roll call vote was taken on the notion to adopt Amendnent
3.

IN FAVOR Wl son, Costello, Edgnon, Kawasaki, Hol nes,
Munoz, Neuman, Thonpson, Austerman, Stoltze

OPPOSED: Gara

The MOTI ON PASSED (10/1).

There being NO further OBJECTI ON, Anmendnent 3 was ADOPTED

2:13: 00 PM

Representati ve Kawasaki MOED to ADOPT Anmendnment 4, 28-
LS0021\ R 7, Naunman/Bul | ock, 3/28/13 (copy on file):

Page 1, line 3, followng "fund;"
Insert "relating to a natural gas pipeline from Cook
Inlet to Fairbanks;"

Page 3, line 2:
Del ete "and"

Page 3, line 12:

Del ete "state."

| nsert "state; and

(4) The Alaska Gasline Devel opnent Cor por ati on
construct a natural gas pipeline to deliver Cook Inlet
natural gas to Fairbanks and other conmunities between
Cook Inlet and Fairbanks that do not have access to a
natural gas pipeline, as the first phase in the
devel opnent of an in-state natural gas pipeline."

Page 7, following line 11:
I nsert a new paragraph to read:
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"(2) notwi thstanding (1) of this section, before
constructing a natural gas pipeline to serve the
Sout hcentral region of the state and other conmunities
of the state, the <corporation shall <construct a
natural gas pipeline to deliver Cook Inlet natural gas
to Fairbanks and other comunities between Cook Inl et
and Fairbanks that do not have access to a natural gas
pi peline;"

Renunber the foll ow ng paragraphs accordingly.

Page 10, followi ng line 15:

I nsert a new subsection to read:

"(f) Before constructing a natural gas pipeline to
serve the Southcentral region of the state and other
communities of the state, the corporation shall plan,
construct, and finance a natural gas pipeline to
deliver natural gas from Cook Inlet to Fairbanks and
to communities between Cook Inlet and Fairbanks that
do not have access to a natural gas pipeline.”

Representati ve Wl son OBJECTED for discussion.

Representati ve Kawasaki stated that the anendnent addressed
issues related to Fairbanks' dimnished air quality and
hi gh cost of energy. The anmendnent stated if AGDC were to
begin building a gasline, the priority ought to be
provi ding natural gas to Fairbanks. The anmendnment requested
prioritization of the Cook Inlet line to Fairbanks. He
projected that the discussed portion of the |ine would cost
$2 billion.

Representative Chenault spoke to the anendnent. He stated
that the legislature nust allow AGC and the project to
determine the priorities. He wunderstood the need for
natural gas in Fairbanks. A bill existed in the conmttee
to bring LNG to Fairbanks within the next two years. He
stated that the project in HB 4 was projected for 2019. He
understood the needs and concerns of Fairbanks, but he did
not believe that the legislature should direct AGDC in
i tsiesw] process. He did not support the amendnent.

2:18:32 PM

M. Dubler stressed the inportance of a conpressor station
in the Cook Inlet area if the anmendnent were to pass. The
conpressor station would incur an additional cost that
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would not be recoverable for the entire pipeline upon
conpl eti on.

Representative W/ son understood that AGC nust choose the
nost economi cal project. She wondered if the anmendnent
woul d sl ow the project.

M. Dubler responded that the proposed change would require
a rerouting of resources, which would potentially delay the
proj ect .

Representative WIlson clarified that Fairbanks realized
that the LNG trucking solution was tenporary. She assuned
that a south-to-north route had been vetted in the process
of project establishnment.

M. Duber responded that the conpressor station in Cook
Inlet was suggested as a solution to a south-to-north
route. The conpressor station was not transferable to the
Nort h Sl ope.

2:21: 06 PM

Co-Chair Stoltze asked if the anendnent would conplicate
the regul atory process for the RCA

M. Dubler responded that permts and the rights-of-way
were based on the prem se that the gasline would bring gas
from the north to the south. Turning the gasline around
woul d require reapplication for those permts and rights-
of - way.

Representati ve Kawasaki asked about the AGDC pipe and its
construction along the route.

M. Dubler deferred the question to the project nmanager. He
poi nted out the project's |ogistical challenges.

DAVI D HAUGEN, PRQIECT MANAGER, ALASKA GASLI NE DEVELOPMENT
CORPORATION (via teleconference), asked Representative
Kawasaki to repeat the question.

Representati ve Kawasaki asked about the different points
al ong the gasline where construction would occur.

M. Haugen responded that the conplicated project proposed
in HB 4 would have four separate spreads on the nainline,
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with additional spread for the Fairbanks lateral. In each
case, the individual spreads would encounter seasona
constraints. The scheduling process was elaborate. He
stated that results of the planning would be presented to
the legislature to further explain the planned execution of
t he project.

2:25:12 PM

Representati ve Kawasaki disagreed with the statenment that
the legislature did not want to direct AGC in the building
or planning process. He believed that the legislators had
the capacity to contribute to the planning process.

A roll call vote was taken on the notion to adopt Amendnent
4.

I N FAVOR: Gara, Kawasaki

OPPCSED: Hol nes, Munoz, Neuman, Thonpson, W son,
Costel |l o, Edgnon, Austerman, Stoltze

The MOTI ON FAI LED (2/9).

2:27:17 PM

Representative Gara MOWED to ADOPT Anmendnent 5, 28-
LS0021\R. 4, Bullock, 3/28/ 13 (copy on file):

Page 35, |ine 26:
Del ete "AS 42.08.320(b) - (d)"
I nsert "AS 42.08.320(b) - (c)"

Page 42, lines 25 - 29:

Delete "(1) conclude that a precedent agreenent or
related contract negotiated at arms length between
the parties is just and reasonable unless the
comm ssion finds that unl awf ul mar ket activity
affected the rate or unfair dealing, such as fraud or
duress, affected the formation of the contract;

(2)"

Page 43, lines 6 - 15:
Delete all material.

Rel etter the foll ow ng subsection accordingly.

Page 43, |ine 16:
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Delete "If a precedent agreenent or related contract
is not arms length, the"
| nsert "The"

Page 43, lines 18 - 21:

Delete "normally applied under AS 42.06.140. If the
comm ssion is reviewng a precedent agreenment under
(c)(2) of this section, the conm ssion may consider
the in-state natural gas pipeline carrier's approved
recourse tariff, including the cost data underlying
that tariff"

| nsert "applied under AS 42.06. 140"

Co-Chair Stoltze OBIJECTED for di scussion

Representative Gara explained that the anendnent addressed
costs that consuners would pay for natural gas. He
explained that transportation costs would conprise the
majority of consuner costs. He stated that the RCA
communi cated to the pipeline conpany that they could have a
fair return on their tariff. He quoted AS 42.06.140
allowing the RCA the power to require just, fair, and
reasonabl e rates. A reasonable profit could be estimted at
10 to 14 percent. He stated that HB 4 renoved that
st andar d.

Representative Gara stated that the consuner protection
agency's power to require a just and reasonable rate would
be elimnated and replaced by the |anguage on page 43 of
the bill. He explained that page 43 outlined the process
followwng the establishnment of the recourse tariff. The
parties would create their own rate, as stated on line 9.
The standard for setting the rate for consuners was not a
fair price. Instead, if the parties were not affiliated,
the price would go into effect, barring collusion. He
feared that the two parties would not have the consuner's
interest at heart. The pipeline builder would hope to earn
anple profits and were exenpt from the rule stating that
rates must be just and reasonabl e.

2:31: 05 PM

Representative Gara continued to el aborate on Anendnent 5.
He stated that the passage of HB 4 would elimnate
conpetition for another project and allow a pipeline owner
to charge as nuch as they could get away with. He clained
that the producer wuld also be able to charge an
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exor bitant amount w thout an agency to determne the just
and reasonable rate. Anmendnent 5 requested that the
regul atory statute, AS 42.06.140 remain in place. He hoped
for Al aska consumers to pay just and reasonabl e rates.

Representative Gara noted that other states sonetines
relaxed the standards, whi ch  encouraged conpetition.
Conpetition would elimnate the need for the standard, but
Al aska required the regulations. Oherw se conpanies would
establish prices on their own and the prices would be
approved by the RCA unless collusion was proven. He stated
that nonopolies led to high prices and without the statute
AS 42.06.140, the parties would pay nore for natural gas.
He believed that the bill would be stronger with the added
protection of the statute.

Representative Gara explained that the language in
Amendrent 5 restated the original statute.

2:34: 42 PM

Ms. Del bridge responded that the sponsors were opposed to
t he amendnent. She clarified that the RCA would continue to
determ ne just and reasonable rates in the bill before the
commttee. The |anguage supporting her statenent was found
multiple tines on page 42 and 43. She noted the sponsor's
desire to ensure that rates were deened just and
reasonabl e, however, the standard in the CS was different.
The new standard woul d honor the ability of two parties to
freely enter into an agreed upon price.

Ms. Del bridge continued that the RCA reviewed contracts at
a higher level. She nentioned the bill's checks and
bal ances designed to noderate the prices. She noted that
recourse tariff nust have all costs disclosed. A reasonable
rate of return, capital structure, and depreciation nethod
would be set on the pipeline, which would prohibit the
massive profits and extraordinarily high prices. People

will be able to negotiate the rates for |ong-term shipping
contracts.
Ms. Del bridge pointed to page 51 of the bill where the

triennial reports were addressed. Upon pipeline conpletion,
the carrier nust revisit the RCA to submt current cost
data. The RCA would then ensure that the rate of return
earned was allowable. If the rate of return was greater
than the all owable anmount, the funds would be redirected to
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a segregated operating reserve fund to address revenue
shortfalls in future years. The fund nmust equal 20 percent
of the annual average operating cost. Excess profit would
pay down rates of the contractual shipper.

Co-Chair Stoltze asked M. Goering to conment.

M. Goering did not have any remarks. He was available for
gquesti ons.

Representative Gara did not want people to get confused. He
expl ained that M. Delbridge discussed the recourse rate
whi ch would probably not apply. He directed attention to
page 43, line 8 of the legislation related to the recourse
tariff. He stated that page 9 clarified that the recourse
tariff was not enforceable. He questioned the applicable
standard, if a conpany chose not to use the recourse
tariff. If the parties were not affiliated, collusion was
the only applicable factor. He argued that the bill |acked
a requirenent that the price be reasonable and fair for the
protection of consunmers. The only standard, in that
circunstance, was that the parties did not engage in
illegal conduct.

He argued that the existing law stated that the price
should be just and reasonable according to the RCA He
stressed that the project would result in a nonopoly
pi peline and consuners would not have options. He agreed
with Ms. Delbridge's statements about the recourse tariff,
but he worried that conpanies were not mandated to use it.

2:41: 37 PM

Representative Gara stated that the policy would lead to
hi gher gas prices for Al askans. He believed that the
| anguage in the CS did not hold the conpanies to just and
reasonabl e tariffs.

A roll call vote was taken on the notion to adopt Amendnent
5.

IN FAVOR: Gara, Kawasaki
OPPCSED: Munoz, Neunman, Thonpson, WIson, Costello, Edgnon,
Hol mes, Stoltze, Austernman

The MOTI ON FAI LED (2/9).

House Fi nance Conmmittee 15 04/01/13 1:42 P. M



2:43: 08 PM

Representative Gara MOWED to ADOPT Anendnent 6, 28-
LS002\ R 10, Bullock, 3/30/13 (copy on file):

Page 1, line 3, followng "fund;"
Insert "allowing the legislature to consider
disallowwng an in-state natural gas pipeline
project;"

Page 10, followi ng |ine 15:
I nsert a new subsection to read:

"(f) The corporation or other person may not start
construction of an in-state natural gas pipeline
developed by the corporation wthout presenting
details of the project to the |legislature. The
| egislature shall have 60 days during a legislative
session to decide whether to disallow the project as
proposed. "

Co-Chair Stoltze OBIJECTED for discussion.

Representative Gara explained that the anmendnent allowed
for public notice of the gas pipeline project including 60
days during a legislative session to review the project. If
the legislature approved or failed to disapprove the
project, within the 60-day tine period, the project would
conti nue as pl anned.

Representative Gara suggested that the state m ght be faced
w th anot her gasline proposal in the future. He opined that
the imtations of the pipeline proposed in the bill mght
be countered by another project utilizing a larger
pi peline. He stated that a l|larger pipeline would nean |ess
expensi ve gas for Al askans.

2:48:47 PM

Representative Gara felt that a larger pipeline was in the
best interest of Alaskans. He pointed out that a |arger
pipeline would lead to further exploration on the North
Sl ope, which would lead to joint oil and gas fields. He
proposed that better options mght be available when the
project gets to open season. He believed that the public
had the right to review the project.

Co-Chair Stoltze appreciated the di scussion.
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2:50: 03 PM

REPRESENTATI VE M KE HAWKER, SPONSOR, believed that the
anmendnent grossly m scharacterized the bill. He opined that
the anendnment inplied that the bill would strategically
cause problens for the consumer by inflating costs for a
project that was not in the best interest of Al askans. He
di sagreed with the assunptions because many controls were
incorporated into the | egislation.

Represent ati ve Hawker discussed the sponsors' objectives to
initiate a gasline project. He stated that every possible
project was halted by a governnent process and a changing
of directions. He nmentioned the policy objective of
mnimzing future governnent interference in the business
decisions required to nove the project forward. A project
woul d nove forward, under the proposed legislation if it
was backed by a nmarket-based transaction. Statutory
obligations were provided for AGC regarding their approach
to a market-based transaction. The obligation included
providing gas to Al askans at the | east possible cost.

Representative Hawker continued to explain that a viable
project would proceed only with backing from conmtnents
from third-party shi ppers. W t hout t he comerci a
transactions, the legislature had the opportunity to
revisit the projects. He opined that the state would
benefit from the initiation of an Al aska gasline project

The state nust invest noney to support the design and
devel opnent of the project.

2:55: 30 PM

Representative Hawker furthered that the legislature would
continue to have authority of spending. He heard further
m scharacterizations about the project and information
brought forward in the base case analysis. He stated that
the maxi mum price of gas was the price that the state would
pay to inport LNG overseas. He pointed out that Al askan
utilities were exploring the inport options. The inport
option was explored because utilities were concerned that
the project proposed in the legislation would not conme to
fruition.

Representati ve Hawker suggested that interjecting delays,
politics, and mar ket uncertainty al so interjected
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additional costs. Wth the proposed legislation, the
| egislature would retain adequate checks and bal ances. He
pointed out that the passage of the bill would not
conprom se a larger pipeline project. If a larger pipeline
project was proposed, AGDC would have an obligation to
proceed wth the project.

2:59: 31 PM

Vi ce-Chair Neuman spoke to the anmendnent. He pointed out
the first line "the corporation or other person my not
start construction of an in-state natural gas pipeline
devel oped by the corporation wthout presenting details of
the project.” He pointed to page 10, subsection (e) of the
legislation and the mention of reports to the |egislature
in the event of a firm transportation agreenent. Wthout a
successful open season, the fiscal note would not extend
enough funds to proceed without revisiting the |egislature.
He sincerely hoped that Al aska would have enough gas for
two pi pelines.

3:01: 53 PM

Representative WIlson asked if the amendnent pertained only
to a private conpany wishing to fund the entire project.

Representative Hawker interpreted that the anendnent spoke
about the corporation or other person noving forward with a
proj ect . He believed that if the corporation were
successful and handed the project over to a private entity,
the project would require review fromthe | egislature.

Representative WIson asked about any conpany that would
fund the project if it was not deened economi cal .

3:04:19 PM

Representati ve Chenaul t di scussed t he St randed Gas
Devel opnment Act. He recalled that the Act required 20
percent ownership by the state. The project was projected
to cost $40 billion. He stated that the legislators had
responsibility for appropriating noney beyond the funds
approved in the | egislation.

3: 05: 34 PM
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Representative Gara stated that the project would return to
the legislature if it required a state subsidy. He recalled
testinony by M. Dubler regarding realistic scenarios in
which AGDC would not require additional funding and
| egislative oversight would cease. The public would then
cease to have input. He asked if a provision in the bill
stated ot herw se.

Representative Gara pointed out the "prefinding" on page 37
stating that the project was in the state's best interest,
which was the last opportunity for |egislative approval
barring the need for state subsidy.

3:07:14 PM

Representative Gara understood that the project would
return to the legislature if it required state subsidy. The
| egi sl ature must consider the issue. He noted M. Dubler's
testinmony that AGDC might not require additional state
funding. If AGDC does not return to the legislature for
addi tional funding, the approval would not be necessary,
elimnating the avenue for public and |egislative approval.
He pointed out page 37 and the claimthat the project would
serve the state's best interest despite the fact that the
details were unknown.

Representative Gara w shed for public review because of the
| ack of consuner protection stating that the tariff nust be
just and reasonable. He believed that parties would choose
appropriate gas prices if they were prepared for public and
| egislative project review He expressed concern that
passage of the bill wuld provide final |egislative
approval for an unknown project.

3:09:17 PM

Co-Chair Stoltze discussed the painful agony of dealing
with the Stranded Gas Act in conmittee.

A roll call vote was taken on the notion to adopt Amendnent
6.

| N FAVOR: Gara, Kawasaki
OPPOSED: Neuman, Thonpson, W son, Costel | o, Edgnon,
Hol mes, Miunoz, Austerman, Stoltze

The MOTI ON FAI LED (2/9).
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Representative Gara MOVED anendnent 7, 28-LS002\ R. 9
Bul | ock, 3/29/13 (copy on file):

Page 1, line 3, followng "fund;"

| nsert "requiring legislative approval for t he
transfer of certain interests in an in-state natura
gas pipeline project;"

Page 7, line 21, follow ng "may":

I nsert ", subject to (f) of this section,”

Page 8, line 10, followng "(6)":
I nsert "subject to (f) of this section,”

Page 10, followi ng lIine 15:

I nsert a new subsection to read:

"(f) The corporation may not enter into an agreenent
w th another person for joint ownership of an in-state
natural gas pipeline devel oped by the corporation or
transfer or otherw se dispose of all or part of an in-
state natural gas pipeline project developed by the
corporation wthout |egislative approval."”

Co-Chair Stoltze OBJECTED for discussion

3:11: 06 PM

Representative Gara discussed Amendnent 7. He noted a
circunstance in the legislation where AGC could transfer
the project to a private conpany. He noted representations
over the years where the tariff would reflect the state
investnment allowing the consuners to benefit from it.

Amendnment 7 would ensure that if the project was
transferred to a private party, the legislature would
participate. He planned to wthdraw the anmendnment in

commttee, but would bring it to the House Fl oor.
Representati ve Gara W THDREW Anendnent 7.

Ms. Delbridge clarified that AGDC could nmanage its assets
including transferring or disposing in conjunction with the
duty of bringing gas to Alaskans at the |owest possible
rates. The upfront investnent nmade by the state could be
reflected in the tariffs with long-term contracts if they
were signed prior to transferring the project to the
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private sector. During the transfer process, different
nmet hods of negotiating the highest value at that point in
time for the state's investnent existed. The bill allowed
the flexibility for determ nation of the highest value for
Al askans.

M. Dubler added that AGC was governed by a board of
directors appointed by the governor. Having the ability to
acquire and dispose of assets was enjoyed by npbst state
corporations wthout |egislative approval.

3:13: 25 PM

Representative Gara clarified M. Delbridge's statenent
that AGDC nmust get gas to consumers at the | owest possible
rate, which he considered non-binding |anguage. He stated
that the binding |anguage on the tariff stated that | ust
and reasonable rates were not required. He asked about
bi ndi ng | anguage regarding delivery of gas at the | owest
possi bl e rates.

Ms. Del bridge responded that the |anguage found on page 7,
lines 4 through 17 was considered somewhat binding, "they

shall to the fullest extent possible advance this gas
pi peline and devel op these gas pipelines in the future that
nmake gas available at the |owest possible rates.” She

agreed with M. Dubler that the board of directors
represented comm ssioners of the state. The board was
accountable to the public. The legislation required greater
t hreshol ds of votes on the board for a transfer or disposal
of property. She clarified that the recourse tariff nust
nmeet particular standards, but negotiations would often be
[ower, neaning that public utilities would get a better
deal than that approved by the RCA as the default tariff
price.

3:16: 55 PM

Co-Chair Austerman discussed a new fiscal note dated
4/ 01/ 13, which <changed the requested anount from $330
mllion to $225 nillion and adjusted the $225 nmillion out
of the Al aska Housing Capital Corporation. An additional
$25 mllion would be derived from the capital budget for
t he project.

Representative Gara understood that the appropriation of
$225 mllion from the Al aska Housing Capital Corporation
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and the $25 mllion from the capital budget were from the
sanme fundi ng source.

Co- Chai r Stoltze explained the intent of retaini ng
sufficient funds to ensure forward progress for the bill
He stated that the total appropriation was $250 mllion.

Co-Chair Austerman noted the discussion regarding the
desire for another approval from the |egislature. He opined
that HB 4 allowed the opportunity to nove forward with an
instate gasline. He stated that an additional $80 million
woul d be required to conplete the remai nder of the work. He
believed that further conversation would occur, possibly
regardi ng the suppl enental budget.

3:19:55 PM

Vice-Chair Neunman MOVED to REPORT CSSSHB 4(FIN) out of
committee, as anended with individual recomendations and
the acconpanying fiscal notes. Representative Gara OBJECTED
for discussion.

Representative Gara believed that despite his objections
and anendnents, he advocated for noving ahead with the bill
and the project. H's anendnents were an effort to
communicate his point of view He opined that gas
exploration in Cook Inlet mght be advantageous. He
advocated for the governor's project, which included a
| arge-di aneter pipeline. He noted that the extra incone and
devel opment along with a |ower cost of gas nade the |arge-
di aneter pipeline appealing. He hoped that his statenents
were not mscharacterized. He stressed that the state would
benefit from forward progress wth nultiple pipeline
opti ons.

Representative Gara stated that he had not received a good
reason why the RCA could not retain its power to ensure
that the shipping price was just and reasonable. He argued
that the statenent that the bill would result in the |owest
possible prices was a statenment of purpose. He considered
| anguage on page 43 of the bill binding |anguage, which
specified that if the parties did not use the recourse
tariff set by the RCA they could conme up wth whatever
price for shipping they want.[esw He stated that the bil

was drafted in a manner that did not protect consuner rates
as well as it could. He clarified that he did support a gas
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pi peline project, but preferred a bill that was drafted in
t he consumer's best interest.

Representative Gara W THDREW hi s OBJECTI ON.

3:24: 56 PM

Vi ce-Chair Neuman believed that Anmendnent 3 addressed the
i ssue by adding an additional 90 days if the recourse rates
were not agreed upon. He added that the proposed
| egi sl ation noved AGDC s project, while other projects and
opportunities for exploration were occurring in tandem

Vice-Chair Neuman clarified the commttee's intention to
adopt two [new] fiscal notes: one note with OVB conponent
nunber 3019 and a second note dated 4/1/13[the second note
did not include an OVMB conponent nunber].

CSSSHB 4(FIN), as anended was REPORTED out of conmttee
wth a "do pass" recomendation and with one new fiscal
impact note from the House Finance Committee for Fund
Capitalization and one new fiscal inpact note from the
House Finance Commttee for Various departnents including
Department  of Law, Department  of Nat ur al Resour ces,
Departnment of Environnmental Conservation, Departnent of
Transportation and Public Facilities, and Departnent of
Commerce, Comrunity and Econom c Devel opnent.

3:27:17 PM

#
ADJ OURNIVENT

The neeting was adjourned at 3:27 p.m
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