9: 06: 57 PM

CALL TO ORDER

Co-Chair

HOUSE FI NANCE COW TTEE
April 17, 2014
9:06 p. m

Stoltze called the House Finance Conmittee neeting

to order at 9:06 p.m

VEMBERS PRESENT

Representati ve
Representative
Representati ve
Representati ve
Representative
Representati ve
Representati ve
Representative
Representati ve
Representati ve
Representative

VEMBERS ABSENT

None

ALSO PRESENT

Al an Aust erman, Co-Chair
Bill Stoltze, Co-Chair
Mar k Neuman, Vice-Chair
M a Costello

Bryce Edgnon

Les Gara

David Guttenberg

Li ndsey Hol nes

Cat hy Munoz

St eve Thonpson

Tamm e W1 son

Senat or Pet er M cci che; M chael Pawl owsKki , Deputy
Comm ssi oner, Strategic Finance, Departnent of Revenue; Joe
Bal ash, Comm ssioner, the Departnent of Natural Resources;
Susan Pollard, G|, Gas, and Mning Section, Departnment of
Law, Genevieve Wjtusik, Staff, Senator Lesil MQire;
Roberta Graham  Assistant Comm ssioner, Department  of
Commerce, Community and Econom c Devel opnent; Bill Peddl er,
Al aska Touri sm Associ ati on.

PRESENT VI A TELECONFERENCE

Kat hl een Martin, Self, Cooper Landing; Ed Martin, self,
Cooper Landing; Ed Sniffen, Departnent of Law, Anchorage;
Al Nagel, Departnent of Labor and Wbrkforce Devel opnent,
Anchor age.
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SUMVARY
SB 74 UNI VERSI TY OF ALASKA BUI LDI NG FUND
SB 74 was SCHEDULED but not HEARD.

CSSB 138(FIN) am
GAS Pl PELINE; AGDC, O L & GAS PROD. TAX

HCSCSSB 138(FIN) was REPORTED out of comittee
with a "do pass" recommendation and with one new
fiscal note from the Departnment of Conmerce,
Community and Econom c Devel opnent, one new
fiscal note from the Departnment of Transportation
and Public Facilities, one new fiscal note from
t he House Finance Commttee, two new fiscal notes
from the Departnment of Revenue, one new fiscal
note from the Departnment of Natural Resources,
and one previously published fiscal note: FN16
(CED).

SB 193 CONTRACTORS: BONDS; LI CENSI NG

SB 193 was HEARD and HELD in commttee for
further consideration.

CSSB 194 (FIN)
TOURI SM MARKETI NG BOARD

HCS CSSB 194(L&C) was REPORTED out of commttee
with a "do pass" recomendation and with one new
zero fiscal note from the Departnent of Comrerce,
Community and Economc Devel opnent and one
previ ously published fiscal note: FN2 (LEG.

CSSB 195( FI N)
POSTSECONDARY EDUCATI ON LOANS/ GRANTS

CSSB 195(FI'N) was SCHEDULED but not HEARD.
SJR 23 CONST. AM  STUDENT LOAN DEBT

SIJR 23 was SCHEDULED but not HEARD.
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[ Note: The following neeting was broken up into two
separate docunents. For the conclusion of the neeting see
April 18, 2014 12:00 a.m m nutes.]

#sb138
CS FOR SENATE BILL NO. 138(FIN) am

"An Act relating to the purposes, powers, and duties
of the Alaska Gasline Devel opnent Cor por ati on;
relating to an in-state natural gas pipeline, an
Al aska l|iquefied natural gas project, and associated
funds; requiring state agencies and other entities to
expedite reviews and actions related to natural gas
pi pelines and projects; relating to the authorities
and duties of the conm ssioner of natural resources
relating to a North Slope natural gas project, oil and
gas and gas only |l eases, and royalty gas and ot her gas
received by the state including gas received as
paynent for the production tax on gas; relating to the
tax on oil and gas production, on oil production, and
on gas production; relating to the duties of the
conm ssioner of revenue relating to a North Slope
natural gas project and gas received as paynment for
tax; relating to confidential information and public
record status of information provided to or in the
custody of the Departnment of Natural Resources and the
Department of Revenue; relating to apportionnent
factors of the Alaska Net |nconme Tax Act; anending the
definition of gross value at the 'point of production'
for gas for purposes of the oil and gas production
tax; clarifying that the exploration incentive credit,
the oil or gas producer education credit, and the film
production tax credit may not be taken against the gas
production tax paid in gas; relating to the oil or gas
producer education credit; requesting the governor to
establish an interim advisory board to advise the
governor on nmunicipal involvenent in a North Slope
natural gas project; relating to the devel opnent of a
plan by the Al aska Energy Authority for devel oping
infrastructure to deliver affordable energy to areas

of the state that will not have direct access to a
North Slope natural gas pipeline and a recommendati on
of a funding source for energy infrastructure

devel opment; establishing the Al aska affordable energy
fund; requiring the conmm ssioner of revenue to devel op
a plan and suggest legislation for nunicipalities,
regi onal corporations, and residents of the state to
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acquire ownership interests in a North Slope natura
gas pipeline project; naking conform ng anendnents;
and providing for an effective date."

9:07: 03 PM

" AVENDVENTS

9: 08: 04 PM

Co- Chai r Stoltze MOVED to ADOPT  Anmendnent 1, 28-
GS2806\ H. 47, Bullock, 4/17/14 by Co-Chair Stoltze, Co-Chair
Austerman, and Representative Gara by request of the
governor (copy on file).

Page 15, lines 20 - 21:
Delete "with any menber of the |egislature”

Page 17, |ine 22:
Delete "with any menber of the |egislature”

Page 18, line 5:
Del ete "in"

| nsert "to"

Del ete "agent”

| nsert "entity"

Page 18, lines 7 - 8:

Delete ", if the conmmssioner determnes that the
North Slope natural gas project is not naking adequate
progress toward a final investnent decision,"”

Page 18, line 8, followng "state":
Insert "or an entity of the state"

Page 18, line 9, followng "state":
Insert "or an entity of the state"

Page 18, line 10, follow ng "state":
Insert "or an entity of the state"

Page 18, lines 10 - 11

Delete "may not be on terns that are nore restrictive
than the terns that are applicable for access by"
Insert "nust be on the sanme or substantially simlar
terns applicable to"
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Page 34, line 18, follow ng "by the":
| nsert "average"

Page 34, line 19, follow ng "the gas":
I nsert "produced by the producer fromthe |ease during
the nonth,"

Page 34, line 23, following "If the":
I nsert "credit or"

Page 34, line 27, followi ng "by the":
| nsert "average"

Page 34, line 28, followng "the gas":
| nsert "produced by the producer fromthe |ease during
t he nmonth, "

Page 35, |ine 12:

Delete "(1) flared, released, or allowed to escape
and, under AS 43.55.020(e),"

I nsert "that, under AS 43.55.020(e), is"

Page 35, lines 14 - 17:

Delete "; or
(2) used in the operation of a |lease or property in
the state in drilling for or producing oil or gas, or

for repressuring and, under AS 43. 55.020(e),
considered as gas produced from a |ease or property
for the purpose of AS 43.55.011 - 43.55. 180"

Page 36, |ine 15:
Del ete "due under this chapter™

Page 57, line 8, following "of the":
Insert "follow ng |ocations: the"

Page 57, line 13, following "the":
Insert "follow ng |ocations: the"

Page 57, line 16, following "after":
| nsert "conpl etion of"

Page 57, line 19, followi ng "the":
Insert "follow ng |ocations: the"

Page 60, |ine 23:
Del ete "and"
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Page 60, followi ng Iine 23:

I nsert a new paragraph to read:

"(4) the costs, benefits, and risks associated with
building a pipeline with a mainline dianeter |arger
than 42 inches, including the effect of the increased
di aneter on conpression, fuel, and other costs; the
anticipated allocation of the cost of an increased
di aneter anong project participants and the options
for and effects of the state or participants in the

pr oj ect f undi ng t he i ncreased di anet er; a
guantification of +the potential benefits from the
i ncreased di anet er t hat may i ncl ude i ncreased
exploration activity and increased royalties and taxes
from additional producti on transported in t he
i ncreased capacity; and whet her nat ur al gas

transported in the additional capacity is likely to be
produced from federal or state |and; and"

Renunber the foll ow ng paragraph accordingly
Representati ve Wl son OBJECTED for discussion.

9:08: 21 PM

M CHAEL PAW.OWBKI, DEPUTY COW SSI ONER, STRATEQ C FI NANCE,
DEPARTMENT OF REVENUE, discussed the anendnent. He stated
that the anmendnent clarified |anguage in the House
Resources Comrittee. He began wth page one of the
amendnent. He noted the first two changes on lines 2 and 5,
which clarified the relationship between the departnent and
the legislative branch. The deletion of the words, "wth
any nmenber of the legislature" provided clarification that
the adm nistration may share individually with consultants,
staff and agents of the legislature as well as with nenbers
of the legislature individually. He noted the effective
dates, which were changed in two places in the |egislation.
He pointed to line 5, page 18 of the legislation and the
deletion of the word "in" and the insertion of the word
"to" recognizing the contract to which the state is a party
or an agent of the state is a party. He pointed out the
deletion of the word "agent" on the sanme line, to be
replaced with the word "entity."

9:10: 22 PM
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M. Pawl owski continued with page 18 of the I|egislation,
lines 7 through 8 addressing the rights and access to data
under the Alaska Liquefied Natural Gas (AKLNG project by
the state or by an entity of the state. The anendnent
proposed the deletion of the words "if the conmm ssioner
determnes that the North Sl ope Natural Gas project is not

maki ng adequate progress toward a final i nvest ment
decision.” The follow ng changes were consistent with the
addition of "or an entity of the state" on page 18, lines 8

and 9 followng "the state.™

M. Pawl owski continued with the deletion of the words "nmay
not" on page 10 to 11 and inserted "nust be on the sane or
substantially simlar ternms applicable to." The anendnent
recogni zed that access to data happened early in the
project. Wien the state was an investor, access was on the
sanme and substantially simlar terns to the other parties
in the agreenent, imediately upon entering the project.

M. Pawl owski addressed the next change on page 34 of the
"tax as gas" section of the legislation. He noved to page
34; line 18, following the words "by the" the word
"average" was inserted. The insertion of the word "average"
recogni zed that taxes were paid on a nonthly basis, and the
clarifying word hel ped the departnment understand the use of
t he average gross value at the point of production for each
unit.

M. Pawl owski nentioned the addition on page 34, line 19 of
the words "produced by the producer from the |ease during

the nmonth." The intent was to clarify that the gas
di scussed was the producer's gas rather than royalty or tax
gas. Page 34, line 23 addressed the words "credit or

refund" elimnating the words "credit or" allowing for
consistency in the section. The sane clarification was seen
on page 34, line 27 with the use of the word "average." He
noted that page 35 applied to "where tax as gas does not"
option. The change deleted the words "flared, released or
allowed to escape" and inserting the direct statutory
reference. In the event of an accident, the tax due would
be paid in value in the regular form of noney because the
gas could not be accounted for in a traditional way. He
stated that page 35; lines 14 through 17 deleted the
anbi guous | anguage regardi ng taxabl e gas.

9:14: 57 PM

House Fi nance Conmmittee 7 04/ 17/ 14 9:06 P. M



M. Pawl owski continued wth page 36, Iline 15. The
reference "due under this chapter” in the education credit
was deleted from the language. A credit nmay not be used
against the tax as gas. He pointed to page 57 and the
definition of +the point of production. The departnent
viewed the anendnent as clarifying on lines 6 through 24.
The section created three categories for the point of
production for gas. In each of the three sections on page
3, lines 5-15 of the amendnent the words "follow ng
| ocations” were inserted. Page 60, line 23 elimnated an
errant "and" while inserting a new section at the request
of the Department of Natural Resources.

9:18: 17 PM

M. Paw owski stated that the anendnment's |ast change was
to renunber the follow ng sections accordingly.

Co-Chair Stoltze stated that the additional bills on the
schedul e woul d not be heard in the evening' s neeting.

9:18:58 PM

Representative Gara MOVED to AMEND Anendnent 1 with
Amendnent 2 to Amendnent 1, 28-GS2806\H. 51, Bull ock
4/ 17/ 14 by Representative Gara (copy on file).

TO  Anendnent H 47 to HCS CSSB 138( RES)

Page 3, line 27, of the anendnent, foll ow ng
"activity":
I nsert "by parties and nonparties to the project”

Representati ve Hol mes OBJECTED for di scussion.

Representative Gara explained that the anendnent to the
anmendnent regarding the report for future expansi on on page
3. He wished to ensure that the report involved expansion
that was accessible to independent conpanies. After the
word "activity" the words "by parties and nonparties to the
project” was added.

M. Pawl owsKki deternmi ned that the anmendnent to the

amendnment was consistent with the dialog and supported the
under | yi ng anendnent .
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Representative Holnes withdrew her OBJECTION. There being
NO OBJECTION, it was so ordered.

Amrendment 2 to anendnent 1 was ADOPTED. Anendnent 1, as
anmended was before the commttee.

9:21:41 PM

Co-Chair Stoltze MOVED to ADOPT Anendment 3 to Amendnent 1,
28- GS2806\ H. 52, Bul l ock, 4/17/14 (copy on file).

TO Amendnment H. 47 to HCS CSSB 21( RES) CSSB 138( RES)

Page 2, following |line 6, of the anendnent:
| nsert new material to read:

"Page 18, line 12:

Del ete "t he"

| nsert "a

Representative Costell o OBJECTED for discussion.

M. Paw owski discussed the anmendnent to the anmendnent that
was specific to the North Slope natural gas project and
changed the word "the" to "a." The anmendnent was supported
by the departnent.

Representati ve Costell o W THDREW her OBJECTI ON

Amendment 3 to anendnent 1 was ADOPTED. Anendnent 1, as
anmended was before the commttee.

Representative Holnmes suggested that the anendnent be
consi dered conceptual due to the error in quotation marks
around "a."

9:23: 55 PM

Representative Gara asked about anmendnent 3 to anendnent 1.
He understood the intention to apply the |anguage to a gas
pi peline. He wondered if the project discussed m ght not be
t he project inplenented.

9:24:17 PM

JOE BALASH, COW SSI ONER, THE DEPARTMENT OF NATURAL
RESOURCES, explained that the law of general application
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allowed for the use of "a" because nore than one project
may be eligible for the provisions of |aw

Representative WIson WTHDREW her OBJECTION. There being
NO OBJECTIQN, it was so ordered. Amendnent 1 as anended was
ADOPTED.

9:25:19 PM

Representative Holmes MOVED to ADOPT Amendnent 3, 28-
GS2806\ H. 39, Bullock, 4/16/14 by Co-Chair Stoltze, Co-Chair
Aust er nan, Vi ce- Chair Neuran, Representati ve W | son,
Representati ve Edgnon, Representati ve Costel | o,
Representative Thonpson, Representative (Quttenberg and
Representative Gara (copy on file).

Page 60, followng line 5:
Insert a new bill section to read:

"* Sec. 66. Section 1(b), ch. 11, SLA 2013, is
amended to read:
(b) It is the intent of the |egislature that
(1) the Al aska Gasline Devel opnent Corporation, in
its new placenent as an independent public corporation
of the state, shall be treated for all purposes as the
transfer of a corporation wthin the state and not as
the creation of a new entity by the State of Al aska;
(2) the Board of Directors of the Al aska Gasline
Devel opnment Corporation commt to governing the Al aska
Gasline Developnment Corporation so as to affect

positively as many Alaskans as possible, including
those in rural and coastal comunities, and to extend
opportunities for all Alaskans to benefit from the

natural gas resources of the state, including propane
and associated gas-related hydrocarbons other than
oi l;

(3) to the maximum extent permtted by law, in
devel oping a natural gas pipeline, the Al aska Gasline
Devel opnent Corporation shall procure services, |abor,

product s, and natural resources from qualified
busi nesses | ocat ed in t he state, i ncl udi ng
organi zati ons owned by Alaska Natives and nmuni ci pal
organi zations directly affected by the project, if

t hose persons are conpetitive;

(4) the Al aska Gasline Devel opnment Corporation and an
Al aska |iquefied natural gas project as defined in AS
31.25.390 shall, to the maxinmm extent permtted by
| aw,
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(A hire qualified residents from throughout the
state for managenent , engi neering, construction,
operations, nmaintenance, and other positions for a
nat ural gas pipeline project;

(B) establish hiring facilities in the state or use
existing hiring facilities in the state; and

(O use, as far as practicable, the job centers and
associated services operated by the Departnent of
Labor and Workforce Devel opnment and an |nternet-based
| abor exchange system operated by the state; and

(5) the Al aska Gasline Devel opnent Corporation and
its subsidiaries shall wind up and dissolve when no
bonds, notes, or other obligations are outstandi ng and
the Alaska Gasline Developnment Corporation or a
subsi di ary of t he Al aska Gasl i ne Devel opnent
Corporation is no longer engaged in the devel opnent,
financing, construction, or operation of an in-state
nat ural gas pipeline."

Renunber the followi ng bill sections accordingly.

Page 65, |ine 23:
Delete "72"
| nsert "73"

Page 65, |ine 26:
Del ete "secs. 73 and 74"
| nsert "secs. 74 and 75"

Co-Chair Stoltze OBIJECTED for discussion

Representati ve Hol nmes discussed the intent |anguage in |ast
year's HB 4 related to the creation of Alaska Gasline
Devel opnent Corporation (AGDC). She appreciated the
| anguage related to instate hire and training. She stated
that instate hire was inportant for both construction and
operations. The |anguage also nentioned hiring facilities,
job centers and the need for AGC and the state to take an
active role in ensuring that the incredible job training
was available to Al askans. She nentioned that the anendnent
was clarifying and the drafting required additional
efforts. She wished to clarify AGC s role in the AKLNG
proj ect .

9:27:25 PM
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Representative Holmes MOVED to ADOPT Anendnent 1 to
Amendnent 3, by Representative Hol nes.

Page 1, Line20:
Del et e:
"and"
After "Corporation” add: "in its participation
I nll

Page 1, Line 21:
After "AS 31.25.390" add "or a natural gas
pi pel i ne"

Co-Chair Stoltze OBJECTED for discussion.

Representative Hol nes discussed the amendnent to anendnent
3. She explained that |line 20 would read: "the Al aska
Gasline Devel opment Corporation in its participation in an
Al aska Liquefied Natural Gas Project as defined in AS
31.25.390 or a Natural Gas Pipeline shall to the maxi mum
extent permtted by law' continuing with |anguage related
to hiring qualified Al askans, est abl i shing hiring
facilities in the state and using job centers located in
Al aska.

9:28:27 PM

There being NO OBJECTION, it was so ordered. Amendnent 1 to
Amendrent 3 was adopted. Anendnent 3, as anended was before
the comm tt ee.

Representative Gara asked about the Al aska-hire provisions.
He wished to ensure that the provisions applied to the
project whether or not it was affiliated with AGDC

Comm ssi oner Balash replied that the Al aska LNG project as
contenplated in the Heads of Agreenent (HOA) had applicable
provi sions. He pointed to Article 11 of the HOA

Representati ve Gara appr eci at ed t he department's
expl anat i on.

Comm ssi oner Bal ash replied that the provisions would apply
to an Al aska LNG project.

Representati ve Gara asked whether or not AGDC was invol ved.
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Comm ssi oner Bal ash replied yes.

9: 30: 34 PM

Representative Quttenberg noted that sone comunities would
be altered before the pipe was ordered. He stated that 1000
jobs related to operation and mai ntenance would be created
by the project. He wished to ensure that the qualified
enpl oyees had continued opportunities for the |onger
| asting jobs.

M. Pawl owski replied that other anmendnents in the packet
built the foundation. He stressed that nmany jobs would
becone available with the advent of the LNG facility. The
manufacturing facility was great with harbor and maritine
rel ated enpl oynent opportunities that would further devel op
communi ties and support famlies.

9:32:33 PM

Representative Hol mes discussed line 23 stating that AGDC
shall hire qualified residents from throughout the state
for managenent, engi neeri ng, constructi on, oper at i ons,
mai nt enance and other positions. She appreciated the
| anguage.

9:33: 06 PM

Co-Chair Stoltze asked if the anendnent was consistent with
the operations and desires of the adm nistration.

Comm ssi oner Bal ash replied yes.

Representative WIson WTHDREW her OBJECTION. Anendnent 3
as anended was ADOPTED

9:33:42 PM

Representative Holmes MOED to ADOPT Anmendnent 4, the
Al aska State Legislature Letter of Intent for SB 138
prepared by Representative Hol nes, Representative Minoz Co-
Chair Austerman, Representative Thonpson, Representative
Edgnon, Representative Costell o and Representative Gara.

Letter of Intent for SB 138

It is the intent of the Alaska State Legislature that
t he Al aska LNG project honor the comm tnents, as
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copi ed below, nade in "Article 11: Al aska Hre and
Content:, agreed to in the Heads of Intent Agreenent
by and anong the Administration of the State of

Al aska, Al aska Gas-I|ine Devel opnment Corporation,
TransCanada Al aska Devel opnent Inc., ExxonMbil Al aska
Production Inc., ConocoPhillips Al aska, Inc., through
construction of the project.

ARTI CLE 11: ALASKA HI RE and CONTENT

11.1 For the Alaska LNG Project, the Al aska LNG
Parties will, within the constraints of |aw

a. Enpl oy Al aska residents and contract with Al aska
busi nesses to the extent they are qualified,
avai l abl e, ready, willing and cost conpetitive;

b. Use, as far as practicable, job centers and
associ ated services operated by the State
Depart ment of Labor and Wor kf orce Devel opnent;

c. Participate wwth the State Departnment of Labor
and Workforce Devel opnent to update the training
pl an for an LNG export project including main
oper ati ons;

d. Advertise for available positions locally and
use, as far as practicable, Al aska job service
organi zations to notify the Al aska public; and

e. Wrk with the State Departnent of Labor and
Wor kf or ce Devel opnent and ot her organi zations to
provi de training.

11.2 Prior to construction, the Al aska LNG Parties
conmt to negotiate in good faith project |abor
agreenents for the Al aska LNG Project.

Representati ve Wl son OBJECTED for discussion.

Representative Hol nes discussed the letter of intent which
removed Article 11 (negotiated |anguage related to | ocal
hire) from the HOA The |anguage was identical to that
drafted by the Senate Finance Committee. She wi shed for the
| egislature's endorsenent of the intent. The letter
pertained to the enploynent of Alaskan residents and
busi ness. The letter addressed job centers and the update
of training plans by the Departnent of Labor and Workforce
Devel opnent and negotiating in good faith for project |abor
agreenents. The letterhead used was that of the Al aska
State Legislature.
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Co-Chair Stoltze stated that the anendnent was sponsored by
Representative Hol mes, Representative Minoz, Representative
Thonpson, Co- Chai r Aust er man, Representati ve Edgnon,
Representative Costell o and Representative Gara.

9: 35: 15 PM

Vice-Chair Neuman clarified that the letter of intent
pertained to all Alaskan conpanies, whether union or
nonuni on.

Represent ati ve Hol mes agreed.

Representative GQuttenberg clarified that the letter of
intent would be advanced to the | egislature as a whol e.

Co-Chair Stoltze agreed that the letter would be addressed
on the House Fl oor.

9: 36: 23 PM

There being NO OBJECTION, it was so ordered. Anendnent 4
was ADOPTED

9:36:45 PM

Co-Chair Austerman MOVED to ADOPT Anendnment 5, 28-
GS2806\ H. 27, Bullock, 4/15/14 by Representative WIson,

Representati ve Costel | o, Representati ve Hol nes,
Representative Edgnon, Vice-Chair Neunman, Representative
Thonpson, Representative Gar a, and Representati ve

GQuttenberg (copy on file).

Page 18, followi ng Iine 15:

I nsert a new subsection to read:

"(c) A proposed agreenent or contract associated wth
a North Slope natural gas project must provide the
means for allocating infrastructure costs between the
state and other parties in the project. The allocation
must take into consideration the extent to which
infrastructure is used by the project and used by the
public and the difference between the normal expected
or actual life-cycle costs for the infrastructure as
used by the project and the expected or actual life-
cycle costs of the same infrastructure if subject only
to general public use. The proposed agreenent or
contract may not require t he state to pay
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infrastructure costs that are directly related to the
project and not designed for general public use in a
proportionate amount that is greater than the state's
share of participation in the project.™

Co-Chair Stoltze OBIJECTED for discussion

9: 36: 59 PM

Co- Chair Austerman di scussed Amendnent 5. He noted that the
outcone of discussions regarding the <concerns of the
infrastructure developnent and inprovenents that would
occur around the North Slope natural gas project. The
concern was related to the responsibility for inprovenents.
The anmendnment pointed to various costs and whether the
state or the industry retained the responsibility for them

9:38:30 PM

Representative Gara distributed answers provided by the
consultants. He explained that the amendnent's inportance
was highlighted by the varying estimation of costs for
i nfrastructure. He had asked Enalytica about the state
share of the pipeline; the net present was reduced by
greater paynents of infrastructure costs. He hoped that the
adm nistration would consider the anendnent seriously. A
loss of 5 to 10 percent of the net present value of the
pipeline resulting from full responsibility for the
pi peline's construction was a serious consideration.

9:40: 03 PM

Co-Chair Stoltze WTHDREW his OBJECTION. There being NO
OBJECTION, it was so ordered. Anendnent 5 was ADOPTED

9:40: 34 PM

Vi ce- Chair Neuman MOVED to ADOPT  Amendnent 6, 28-
GS2806\H. 54 by Vice-Chair Neuman, Representative Thonpson
Representative Wl son and Representative Guttenberg.

Page 2, line 17, following "fund;"

Insert "requiring the Departnment of Transportation and
Public Facilities to evaluate the design and
construction of a bridge across the Yukon River;"

Page 60, following Iine 6:
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Insert a new bill section to read:

"* Sec. 67. The uncodified law of the State of
Al aska i s anended by adding a new section to read:
| NFRASTRUCTURE. The Departnent of Transportation and
Public Facilities shall, in consultation wth the
Al aska Gasline Devel opnent Corporation, evaluate the
design and construction of a new, separate bridge
across the Yukon River that would accommobdate both
vehicular traffic and a gas pipeline resulting from an
Al aska liquefied natural gas project.”

Renunber the followi ng bill sections accordingly.

Page 65, |ine 23:
Delete "72"
| nsert "73"

Page 65, |ine 26:
Del ete "secs. 73 and 74"
| nsert "secs. 74 and 75"

Co-Chair Stoltze OBIJECTED for discussion

Vi ce-Chair Neuman explained that the anmendnent replacenent
addressed the order of |anguage regarding the Departnent of
Transportation and Public Facilities and AGC. He believed
that the new order with the departnent listed prior to AGDC
invited the departnent to the table in a different way and
placed themin the title. He pointed out that the amendnent
was co- sponsored by Representati ve Thonpson and
Representative WIlson. He noted that the departnent and
AGDC would evaluate the design and construction of a new
separate bridge across the Yukon River. He suspected that
t he | anguage woul d prove inportant in the upcom ng process.
He pointed out the Departnent of Transportation and Public
Facilities' concern with the issue. The current bridge was
37 years old and suspended the oil pipeline. A new bridge
was necessary to support bot h transportation and
i nfrastructure. He nentioned concerns stated by the
National Security Agency related to the two pipelines

proximty.

9:44:27 PM

M. Paw owski appreciated the anendnent's sponsor, which he
opi ned bui | t upon t he previ ous anendnent . The
adm ni strati on supported the anmendnent.
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Representative WIson WTHDREW her OBJECTION. There being
NO OBJECTION, it was so ordered. Anmendnent was 6 was
ADOPTED

9:45:17 PM

Vi ce-Chair Neuman MOVED to ADOPT  Amendnent 7, 28-
GS2806\ H. 55, Nauman/Bul | ock, 4/17/14 by Vice-Chair Neuman
Representati ve Thonpson, Representati ve W son,
Representati ve Hol nes, Representati ve Gara and
Representative Costello (copy on file).

Page 2, line 17, following "fund;"

Insert "requiring the Departnment of Transportation and
Public Facilities to evaluate certain bridges and
infrastructure related to an Alaska liquefied natural
gas project;"”

Page 60, follow ng line 6:
Insert a new bill section to read:

"* Sec. 67. The wuncodified law of the State of
Al aska i s anended by adding a new section to read:
| NFRASTRUCTURE. The Departnent of Transportation and
Public Facilities shall, in consultation wth the
Al aska Gasline Devel opnment Corporation and the
Department of Natural Resources, evaluate existing
bri dges and infrastructure and bri dges and
infrastructure constructed to accommpdate a gas
pipeline resulting from an Al aska I|iquefied natural
gas project and determne whether the bridge or
infrastructure could al so be construct ed for
transportation uses, including vehicular traffic."

Renunber the followi ng bill sections accordingly.
Page 65, |ine 23:

Del ete "72"

| nsert "73"

Page 65, |ine 26:

Del ete "secs. 73 and 74"

| nsert "secs. 74 and 75"

Co-Chair Stoltze OBIJECTED for discussion

9:45:41 PM
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Vice-Chair Neunman stated that the replacenent anmendnent
changed the order of the Departnent of Transportation and
Public Facilities and AGDC as in anmendnent 6. He stated
that the anendnent's co-sponsors included Representative
Hol nes, Representative Thonpson, Representative W]Ison,

Representative Costello and Representative (ara. He
appreciated the conmttee's support for the amendnent that
addressed ot her bri dges and infrastructure in the

pipeline's transportation route. He noted nultiple bridges
existing both large and small and the pipeline producers
must work with the Department of Transportation and Public
Facilities in a coordinated effort.

9:48: 15 PM

Co-Chair Stoltze stated that the co-sponsors were not
listed on the repl acenment anendnents.

Representative WIson WTHDREW his OBJECTION. There being
NO OBJECTION, it was so ordered. Anmendnment 7 was ADOPTED.

9:50: 07 PM

Representative Edgnon MOVED to ADOPT Amendnent 8, 28-
GS2806\ H. 31, Naunman/Bul | ock, 4/16/14 by Co-Chair Stoltze,
Co-Chair Austernman, Representative Minoz, Representative
Costell o, Representative WIson, Representative Thonpson,
Representative Holnmes, Vice-Chair Neuman, Representative
Gara and Representative Cuttenberg (copy on file).

Page 62, line 14, follow ng "shall":

Insert ", after considering the state energy policy

under AS 44.99.115 and sec. 1, ch. 82, SLA 2010,"
Co-Chair Stoltze OBJECTED for discussion

9:50: 20 PM

Represent ati ve Edgnon di scussed anmendnent 8 that connected
section 69 of the bill related to a plan created by the
Al aska Energy Authority to the energy policy currently in
statute. The Al aska Energy Policy developed in 2010 in
uncodified law was far nore expansive in terns of the
state's overall approach to providing energy to all corners
of Al aska.
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9:51: 00 PM

Representative Gara clarified that the amendnent i ncluded
communities located in rural areas and off of the road
system

Representative Edgnon agreed. He stated that the Al aska
Energy Policy took great pains to include all areas
i ncluding residential, comrercial and industrial.

Co- Chai r Stoltze appr eci at ed t he clarification and
commitment to rural energy and statew de needs.

Co-Chair Stoltze WTHDREW his OBJECTION. There being NO
OBJECTION, it was so ordered. Amendnent 8 was ADOPTED

9:52: 58 PM
AT EASE

9:55:16 PM
RECONVENED

Representative Thonmpson MOED to ADOPT Anendnment 9, 28-
GS2806\ H. 46, Naurman/ Bul | ock, 4/ 17/ 14 by Representative
Thonpson and Representative WIson and Vice-Chair Neuman
(copy on file).

Page 18, |ine 14:
Delete "a paynent in lieu of"
I nsert "the"

Co-Chair Stoltze OBIJECTED for discussion.

Representative Thonpson discussed anendnment 9 related to
page 18, line 14 of the bill. He noted the elimnation of
"a paynment in lieu of" and the insertion of the word "the."
The |language would affect the North Slope Borough, the
Fai rbanks North Star Borough, the WMat-Su Borough and the
muni ci pality of Anchorage. The |anguage would prevent
changes to property taxes.

9:56: 25 PM

Representative WIlson echoed the coments nade by
Representative Thonpson. She stated that support for the
change was received by constituents.
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Vi ce-Chair Neunman stated that the Mat-Su region would also
be in alignment with the amendnent.

Co-Chair Stoltze WTHDREW his OBJECTION. There being NO
OBJECTION, it was so ordered. Anendnent 9 was ADOPTED

9:57:33 PM

Co- Chai r Stoltze MOVED to ADOPT Anmendnent 10 28-
GS2806\ H. 36, Bullock, 4/16/14 (copy on file) by Co-Chair
Stoltze, Co- Chai r Aust er man, Representative W son,
Representati ve Costel | o, Representati ve Munoz,
Representati ve Thonpson, Representative Edgnon and Vice-
Chair Neuman (copy on file).

Page 36, |ine 23:
Del ete "a state operated"”

| nsert "

(A) a [ STATE OPERATED] "

Del ete ","

Insert "in the state that offers prograns approved by

the United States Departnent of Veterans Affairs and
t he Al aska Comm ssi on on Postsecondary Educati on;

(B)"

Page 36, |ine 25:
Delete ", and"
| nsert "; or

(C) n
Representative Costell o OBJECTED for discussion.

Co-Chair Stoltze explained that SB 193 and SB 194 woul d be
heard tonight with tine.

9:58:41 PM

Co-Chair Stoltze stated that amendnent 10 deleted state
operated" and added "in the state that offers prograns
approved by the United States Departnent of Veterans
Affairs and the Alaska Conmission on Postsecondary
Education." He stressed that the approval by both entities
allowed for a strong standard of professional certification
and requirenments for accountability.

9:59:52 PM
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Vi ce- Chair Neunman appreci ated anendnent 10. He stated that
the Northern Industrial Training program worked in the
northern region to provide additional opportunities. He
noted reports on the lack of workforce and he wi shed to
all ow for many opportunities for the training of Al askans.

Co-Chair Stoltze stated that private entities were adaptive
and responsive to enployer's needs. He noted that the area
of education provi ded choi ce.

10: 00: 59 PM

Representative Costell o W THDREW her OBJECTI ON

Representative Gara asked if the anendnent was in addition
to a credit elimnated earlier in the neeting.

Co-Chair Stoltze responded that the anmendnent addressed
eligibility for training prograns.

Representative Gara noted the credit nentioned on |line 15.

Representative Thonpson stated that credits were not
el i m nat ed.

Co-Chair Stoltze discussed the bicameral process.
Amendnent 10 was ADOPTED

10: 02: 30 PM

Co-Chair Stoltze MOED to ADOPT Anendnent 11, 28-
GS2806\ H. 42, Bul | ock, 4/ 16/ 14 by Co- Chai r Stoltze,
Representati ve Thonpson, Representati ve Edgnon and
Representative Holmes (copy on file).

Page 5, lines 1 - b&:
Delete all material.

Renunber the followi ng bill sections accordingly.
Page 15, |ine 29:
Del ete "sec. 19"
| nsert "sec. 18"

Page 20, line 9:
Del ete "sec. 23"
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| nsert "sec. 22"
Page 24, |ine 11:
Del ete "sec. 34"
| nsert "sec. 33"

Page 28, l|ine 4:
Del ete "sec. 37"
| nsert "sec. 36"

Page 36, |ine 13:
Del ete "sec. 45"
| nsert "sec. 44"

Page 61, |ine 4:
Del ete "sec. 30"
| nsert "sec. 29"

Page 62, |ine 6:
Del ete "sec. 30"
| nsert "sec. 29"

Page 63, |ine 11:
Del ete "sec. 30"
| nsert "sec. 29"

Page 63, |ine 16:
Del ete "sec. 19"
| nsert "sec. 18"

Page 63, |ine 18:
Del ete "sec. 19"
| nsert "sec. 18"

Page 65, |ine 23:
Delete "Sections 1 - 19,
47, and 63 - 72"
| nsert "Sections 1 - 18,
46, and 62 - 71"

Page 65, |ine 25:
Del ete "Section 46"
| nsert "Section 45"

Page 64, |line 26
Del ete "secs. 73 and 74"
| nsert "secs. 72 and 73"
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Representative Costell o OBJECTED for discussion.

Co-Chair Stoltze discussed anendnent 11 and the |anguage
inserted related to eligibility to serve on the gasline
devel opnent board.

Representative Costell o WTHDREW her OBJECTI ON. There being
NO OBJECTION, it was so ordered. Amendnent 11 was ADOPTED.

10: 03: 25 PM

Representative Gara MOVED to ADOPT Anendnent 13, 28-
GS2806\ H. 43, Bull ock, 4/17/14 (copy on file).

Page 18, followi ng |ine 15:

I nsert a new subsection to read:

"(c) An agreenent or contract in which the state or
an agent of the state is a party that is negotiated
under AS 38.05.020(b)(11) nust include principles
based on comercially reasonable ternms for delivering
natural gas to public utilities in the state when the
demand for natural gas by the utilities exceeds the
anount of the state's royalty natural gas and natura
gas delivered to the state as paynent of tax that is
being transported in the North Slope natural gas
project."”

Representative Wl son OBJECTED for discussion.

10: 04: 23 PM

Representative Gara discussed anmendnment 13. He stated that
Al aska would commt the natural gas in the beginning of the
pipeline for instate use and export. The instate demand nmay
grow, but the gas would be conmtted to an Asian entity. If
a growh occured in instate denmand, nore gas would be
necessary. The anendnent stated that wth comercially
reasonable terns, the state could obtain additional natural
gas for instate use. He stated that M. Marks viewed that
t he anount of gas used in the state would be mniml and he
could not envision a scenario where the necessary gas woul d
not be available on the North Slope. [If difficulty
obt ai ni ng gas occurred, Al askans woul d pay nore.

10: 05: 49 PM
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Representative Holmes MOED Conceptual Amendnent 1 to
Amendnent 13.

Page 18, followi ng line 15:

I nsert a new subsection to read:

"(c) An agreenment or contract to which the state or
an entity of the state is a party that is negotiated
under AS 38.05.020(b)(11) nust include principles
based on commercially reasonable ternms for delivering
natural gas to public utilities in the state when the
demand for natural gas by the utilities exceeds the
anount of the state's royalty natural gas and natura
gas delivered to the state as paynent of tax that is
available in a North Sl ope natural gas project.”

Representati ve Wl son OBJECTED for discussion.

She discussed the conceptual anmendnent that would delete
the word "in" and replace it with "to" and delete the word
"agent" and replace it with "entity that is conformng to
the changes nade earlier in anendnent 1." She pointed to
lines 7 and 8 of the anmendnent where the words "being
transported" were deleted and replaced with the word
"available.” On line 8, the word "the" was deleted and
replaced with the word "a." She read the anmendnent. She
suggested that anendnent 13 discussed natural royalty gas
of the state when that gas nay have already been comm tted
to instate or out of state purchasers. She wshed to
clarify the issue related to the obligation of royalty gas
avai | abl e.

10: 08: 01 PM

M. Pawl owski opined the conceptual anmendnent to amendnent
13 achieved the underlying intent of the anmendnent in a way
that would protect the admnistration and allow guidance
for negoti ati on. He appr eci at ed t he efforts of
Representative Holmes and Representative Gara for their
work with the admnistration on the issue of long-term
delivery of gas to Al askans.

10: 08: 56 PM

Representative WIson WTHDREW her OBJECTION. There being
NO OBJECTION, it was so ordered. Amendnent to amendnent 13
was ADOPTED. Anmendnent 13, as anmended was before the
committee.
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Vice-Chair Neuman stated that the anendnent did not make
sense to him He read the anmendnent.

M. Pawl owski replied that the issue related to |ong-term
contracts providing certainty for the state to finance and
enter into the project. He noted the question of future
principles governing the use of gas if additional amounts
were required for state use. He stressed the anended end of
the sentence that was inportant.

10: 10: 49 PM

Vice-Chair Neuman asked Conm ssioner Balash about the
whol esale price of gas out of Cook Inlet. He wondered if
| ess expensive gas deliverable from the North Slope to the
pi peline would create different market conditions.

10:11: 53 PM

Conmi ssi oner Bal ash stated that he did not have the answer
to the question yet. He stated that the pricing of gas as a
commodity including transport was not yet possible. He
guessed that North Slope gas would be nore expensive than
Cook Inlet gas. Cook Inlet gas would not have the cost of
transportation and treatnment that the North Sl ope gas woul d
incur. The success of exploration efforts in Cook Inlet
woul d hel p answer the question. He noted that the price of
gas would continue to rise with the consent decree signed
by the Attorney GCeneral. The cost of exploration and
devel opment would drive the market price for natural gas in
Cook Inlet. He found it difficult to predict that Cook
Inlet gas would remain at a lower price than that found on
and transported fromthe North Sl ope.

10: 14: 01 PM

Vice-Chair Neuman expressed concern about the final
i nvestment decision. He suspected that contracts would be
difficult to obtain until after a conpleted open season for
an AKLNG project. He thought that exploration in Cook Inlet
woul d prove difficult without the certainty of contracts.

Comm ssi oner Bal ash replied that Hil corp Energy Conpany was

seeking a rolling four-year contract with their public
utility custoners. He expected that the prospect of |ong-
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term gas supply from AKLNG woul d encourage Hilcorp to offer
| onger termcontracts to their custoners.

Vi ce-Chair Neunan agreed with the assessnment offered by the
commi ssioner. He agreed that the arrangenent would benefit
the consuners and utility conpanies in South Central, but
not for the producers.

Comm ssi oner Balash relayed that those producers would be
forced to conpete.

10:17: 03 PM

Co-Chair Stoltze asked for further considerations.
Representative WIson WTHDREW her OBJECTION. There being
NO OBJECTION, it was so ordered. Anmendnent 13 as anmended
was ADOPTED

10: 18: 01 PM

Co- Chai r Stoltze MOVED to ADOPT Anmendnent 2, 28-
GS2806\ H. 50, Bull ock, 4/17/14 by Co-Chair Stoltze, Co-Chair
Austerman and Representative Gara by Request of the
Governor (copy on file).

Page 19, line 13, follow ng "gas":
Insert "or gas delivered to the state wunder AS
43.55. 014"

Page 20, line 2:
Delete "t he"
| nsert "a"

Page 20, |ine 6:
Del ete "and"

Page 20, line 7:
Del ete the second occurrence of "the"
| nsert "a

Page 20, line 8, followng "terni:

Insert "; and

(4) the lessee or an affiliate of the |essee has
commntted to purchase, dispose of, or mrket the
state's royalty gas taken in kind and gas delivered to

the state under AS 43.55.014 on the sane or
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substantially simlar terns as the |essee or an
affiliate of the |essee sells, disposes of, or markets
the | essee's gas”

Page 20, line 9, through page 21, line 12:
Delete all material .

Renunber the follow ng bill sections accordingly.

Page 24, |ine 11:
Del ete "sec. 34"
| nsert "sec. 32"

Page 28, |ine 4:
Del ete "sec. 37"
| nsert "sec. 35"

Page 36, |ine 13:
Del ete "sec. 45"
| nsert "sec. 43"

Page 61, |ine 4:
Del ete "sec. 30"
| nsert "sec. 28"

Page 62, |ine 6:
Del ete "sec. 30"
| nsert "sec. 28"

Page 63, |ine 11:
Del ete "sec. 30"
| nsert "sec. 28"

Page 65, |ine 23:
Delete "23, 30 - 34, 36, 37, 45, 47, and 63 - 72"
| nsert "28 - 32, 34, 35, 43, 45, and 61 - 70"

Page 65, |ine 25:

Del ete "Section 46"

| nsert "Section 44"

Page 65, |ine 26:

Del ete "secs. 73 and 74"
| nsert "secs. 71 and 72"

Representative Wl son OBJECTED for discussion.
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10: 18: 25 PM

Comm ssioner Balash discussed the anendnent seeking to
reconcile sections 23, 24 and 25 found on page 19 of the
bill. The anmendnent sought to conbine the three sections
with one effective date.

Co-Chair Stoltze MOVED to ADOPT anendnent 1 to anendnent 2
by Co-Chair Stoltze and Co-Chair Austernan.

Page 1 |linel7, follow ng "has"
Del ete: "committed"
| nsert: "offered"

Represent ati ve Hol mes OBJECTED for di scussion.

10: 21: 37 PM

Conmi ssioner Balash wshed for consistency regarding
| anguage related to terns offered by the producers. By
swtching the language to "offered" an acceptance of an
of fer woul d precede any conmit nent.

10: 22: 34 PM

M. Pawl owski added that the conm ssioner could propose the
di sposition of royalty, but the legislation would bring the
di sposition back to the |egislature for approval.

10: 23: 01 PM

Representative Holnes W THDREW her OBJECTI ON. Anendnment 1
to amendnent 2 was adopted. Anmendnent 2, as anended was
before the commttee.

Representative Gara di scussed his support of the anmendnent.
Co-Chair Stoltze noted the three sponsors.

Representative WIson WTHDREW her OBJECTION. There being
NO OBJECTION, it was so ordered. Amendnent 2 as anended

was adopt ed.

10: 24: 37 PM
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Representative Gara MOED to ADOPT Anendnent 12, 28-
GS2806\ H. 40, Nauman\ Bul | ock, 4/16/14 by Representative Gara
(copy on file).

Page 18, followi ng |ine 15:

I nsert a new subsection to read:

"(c) An agreenent or contract negotiated under AS
38.05.020(b)(11) or other agreenment or contract in
which the state is a party and that is associated with
a North Slope natural gas project may allow all
parties the benefit of equalized capital costs that
result from the expansion of the project. However, the
agreenent or contract nust provide for an expansion to
transport additional natural gas produced from a | ease
or property subject to the tax levied under AS
43.55.011(e) that may increase the average capital
cost for each 1,000 cubic feet of natural gas above
the level before the expansion; however, the cost of
t he expansion may not increase the equalized capita

costs for a party that does not participate in the
expansion above the highest <capital cost for each
1,000 cubic feet of natural gas before the expansion."

Representative Wl son OBJECTED for discussion.

Representative Gara described amendnent 12 as a "rolled-in
rates” anmendnment. He stated that the agreenent between the
state and the producers allowed for an econom cal reduction
of shipping prices for all parties. Al of the parties
shared in the reduction. If the pipeline was not |arge
enough, then expansion through the prohibitively expensive
process of |ooping would be required. The anendnent would
allow all parties to share in a reduced shipping cost. He
believed that the benefit should <continue if prices
i ncreased. Looping would not allow for extra gas in the
pipeline if one party was forced to bear the full cost. He
was advised by M. Myer about the proposal and was
informed that the arrangenment was fair and equitable. He
opi ned that the change was necessary if the state expanded
the pipeline in a way that would allow for (great
exploration and enpl oynment opportunities in Al aska.

10: 28: 48 PM

Commi ssioner Balash stated that the adninistration was
opposed to the anendnent as it conflicted with the terns
stated in the HOA. He noted that the North Anerica based
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project was fundanentally different from an LNG project. He
di scussed a scenario with four steps related to the cost to
transport and expansi on. He believed that a party
participating in one of the later steps with long-term
contracts selling gas as LNG would incur higher rates in
the long run. He agreed wth the sentinment of the
anendnent, but argued that |ateconers to the project would
suffer. He sought a policy that served both the state and
the public. He opined that flexibility would be beneficial.
Establishing the best pipe dianeter initially would solve
t he concerns addressed by a rolled-in rate policy.

10: 32: 34 PM

Vice-Chair Neuman agreed that the changing rates were
unknown. He stated that the debt equity ratio would
continue to change.

Comm ssi oner Bal ash concurred.

10: 33:46 PM

Representative Costell o asked how the unregul ated nature of
the project inpacted the anendnent. She understood that the
anendnent was attractive, but the project's unregulated
nat ure di m ni shed the appeal .

Comm ssi oner Balash replied that the amendnent was crafted
to match up with the HOA due to its tie with capital costs.
He explained that a large portion of the pipeline rates
were driven by the fuel gas consunmed by the infrastructure.
Fuel gas requirenents would increase as conpression was
added to the pipeline system

10: 35: 54 PM

Representative Gara stated his attenpts to work with the
adm nistration on the issue for a conmtnent in the
contract allowing for production of additional gas on the
North Slope. He discussed the potential for a larger
pipeline. He recalled a coment by Co-Chair Austernman
regarding the value in a larger pipeline to accomobdate
expansions. He disagreed with the argunment that consuners
woul d be negatively affected by the anendnent, because
extra gas in the pipeline would allow for greater state
revenue to subsidize the cost of natural gas for consuners.
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| f the pipeline was expanded through |ooping, the expense
would ultimately fall on the consumers.

Aroll call vote was taken on the notion.

I N FAVOR Gara

OPPCSED: Neuman, Thonpson, W son, Costel | o, Edgnon,
GQuttenberg, Hol mes, Munoz, Austerman, Stoltze

The MOTI ON FAI LED (1/10).

10: 40: 39 PM

Representative Gara MOWED to ADOPT Anendnent 14, 28-
GS2806\ H. 29, Nauman/ Bul | ock, 4/16/14 by Representative Gara
(copy on file).

Page 18, line 3:
Del ete "a new section”
| nsert "new sections"

Page 18, following |ine 15:

I nsert a new section to read:

"Sec. 38.05.024. Prohibited agreenment or contract term
relating to the tax on oil production. An agreenent or
contract negotiated under AS 38.05.020(b)(11) or other
agreenent or contract in which the state is a party
and that is associated with a North Slope natural gas
project nmay not include a provision that reduces the
tax levied on oil production under AS 43.55.011 or
that requires conpensation to a producer for future
changes in the tax levied on oil production under AS
43.55.011."

Co-Chair Stoltze OBIJECTED for discussion.

10: 41: 14 PM

Representative Gara discussed the recent proposals for
gaslines in Alaska where the three nmjor oil producers
demanded a provision to lock-in oil tax rates for 25 years.
The anmendnent ensured that the parties did not negotiate a
| ock-in of oil tax rates and renoved the |everage the oil
conpani es m ght have as favorable terns are negotiated. The
state would make conpromses if the industry attenpted to
| ock-in rates. The anmendnment would allow for a nuch
stronger negotiating position over the next two years.
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Comm ssi oner Bal ash opposed anendnent 14. He appreciated
the sentinents of the sponsor and had no intention of
| ocking-in specific oil tax rates. He stated that the
anendnent's |anguage was witten in a way that would
preclude the state from addressing matters that m ght be an
indirect consequence wth regard to the production tax
system The administration expected the oil business to
remain healthy and carry the costs associated with natura
gas production on the North Slope and especially at Prudhoe
Bay and Point Thonpson. The costs woul d be considered |ease
expendi tures under the production tax system

10: 45: 34 PM

Conmi ssi oner Bal ash continued with description of the Pt
Thonpson agreenent as it related to field costs. Wen the
production tax systemrecogni zed upstream costs, the need
for an upstream cost all owance woul d not be sought under
the leases. If the legislature were to swtch back to a
gross tax systemfor oil, the door to resolve upstream gas
costs would open. The matter would require contenpl ation
in the agreenents, but the amendnment's | anguage woul d
precl ude that contenplation.

Vice-Chair Neunan attenpted to envision the future where
|l ess and less oil was produced in Al aska. He hoped that the
state would find new reserves. He saw the potential for a
future agreenent with the producers for greater pipeline
capacity. He infornmed the commttee that he would not
support the anmendnent.

10: 49: 34 PM
Representati ve Gut t enberg not ed t he signi ficant
rel ati onship between oil and gas. He believed that the

anmendnent allowed a discussion about the inportant issue
If the commttee ignored the option, future comm ssioners
and legislators mght be challenged with the decision
maki ng process.

Representative (Gara responded to Vice-Chair Neuman' s
corments regarding changing future circunstances. He
stressed that the amendnment was unrelated to the concerns.
He advocated for the flexibility to adjust to real world
ci rcunstance. The anendnent would not prevent the state
from partnering with industry. The Ilegislature and the
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public would <continue to mnmke those decisions. The
provi sion would prevent the industry from demanding that
the state lock in oil tax rates. The anmendnent would
prevent industry from inserting a provision in a state
negotiated contract related to penalties for changing oil
taxes. He believed that the industry should not be allowed
to lock in oil tax rates as part of the gas pipeline
agr eenent .

Representative WI son nai ntai ned her OBJECTI ON.
Aroll call vote was taken on the notion.

I N FAVOR: Gara, CQuttenberg
OPPCSED: Thonpson, W I son, Costello, Edgnon, Hol nes, Minoz,
Neurman, Stoltze, Austernman

The MOTI ON FAI LED (2/9).

Representative Gara MOWED to ADOPT Anendnent 15, 28-
GS2806\ H. 22, Bull ock, 4/15/14 by Representative Gara (copy
on file).

Page 18, following line 15:

I nsert a new subsection to read:

"(c) An agreenent or contract in which the state or an
agent of the state is a party that provides for the
m dstream transportation by a third party of natural
gas received by the state as royalty or paynent of tax
may not require the state to reinburse the third party
an anount for funds used during construction that is
calculated using a rate that is nore than one percent
hi gher than the five-year constant maturity treasury
rate reported by the federal reserve as of the date
the agreenent or contract is termnated. In this
subsection, "mdstreani neans that part of a North
Slope natural gas project that 1is wupstream of a
natural gas liquefaction facility."

Co-Chair Stoltze OBJECTED for discussion

10: 55: 10 PM

Representative Gara explained the amendnent. He noted that
the contract wth TransCanada allowed for a beneficial
term the state would pay their costs if the project did
not go forward as planned. He stated that TransCanada had a
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free ride because they would receive nobney back from a
failed project with an additional 7.1 percent interest.
TransCanada would receive a guaranteed profit. He quoted
Roger Marks, Legislative Consultant, Legislative Budget and
Audit Committee "in my judgnment, the rate of interest for
repaying TransCanada in the event the project 1is not
sanctioned should be tied to the vyield on five year
treasury bills on the date of the enabling legislation.” He
noted that the rate was 1.6 percent at the tinme of the
hearing. He agreed with M. Mirks that the 7.1 percent
profit in addition to repaynent for the investnent was too
great.

10: 57: 59 PM

Comm ssi oner Bal ash opposed t he amendnent as a
contradiction of a material term in the Menorandum of
Understanding (MJU). He wondered if the purpose of the
amendnent was to undo the agreenent with TransCanada or to
lead to renegotiation. He deened a renegotiation process
conpl ex.

10:59:17 PM

M . Pawl owski reiterated the broad spectrum of the
relationship with TransCanada in the terns agreed upon. He
noted that the Al aska Gasline |Inducenent Act (AG A) |icense
required reinbursenent of TransCanada for expenditures made
by TransCanada. He noted approximately $100 mllion worth
of valuable work contributed by TransCanada to the project.
The recovery of costs would occur through the pre-feed
period. During the time period, the state would have the
right to termnate the relationship with TransCanada w th
90 day notice for any reason. The state had the benefit of
the work and expertise, and the focus on an interest rate
fundanmental |y m sunder st ood t he rel ati onship with
TransCanada. He argued that the terns were consistent wth
those drafted wth other pipeline conpanies in other
proj ects. The deal wth Tr ansCanada i nvol ved t he
contribution of previous data, nonentum expertise and the
ability for this or the next legislature to evaluate the
relationship at the end of 2015. The devel opnent costs
conpensat ed TransCanada reasonably.

11: 01: 34 PM
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Co- Chair Austerman asked about negotiations related to the
7.1 percent.

Comm ssioner Balash replied that the return on equity
received by TransCanada was 12 percent if the project
proceeded to construction. He stated that the corporate
cost of capital was higher than the 7.1 percent. He stated
that the 7.1 percent was derived through exam nation of the
capital structure enployed on the project during the
construction phase. The cost of capital during construction
was 7.1 percent.

11: 03: 08 PM

M. Pawl owski added that the discussion began wth the
commercial terns of 70/30 established by TransCanada and
approved by the legislature. The state granted the AQA
license further down in the negotiations.

11: 03: 51 PM

Representative Gara explained that he had no notive to
di srupt the arrangenment with TransCanada. He stated that
TransCanada had a record of building nore pipelines in
North Anerica than any other conpany at fewer cost overruns
than the producers. As a partner, TransCanada was a great
pi peline builder. He had no notive to elimnate
TransCanada. He stated the notive to enable the state to
receive a fair deal. He stated that TransCanada woul d not
take a loan out to pay costs, but would use cash on hand
i nst ead. He opined that the state was |everaged by
TransCanada because they had the potential AJA |awsuit
agai nst Al aska.

11: 06: 16 PM

Representative WI son nai ntai ned her OBJECTI ON.

Aroll call vote was taken on the notion.

IN FAVOR. Gara, Cuttenberg

OPPCSED: W /1 son, Costello, Edgnon, Holnmes, Minoz, Neunan,
Thonpson, Austerman, Stoltze

The MOTI ON FAI LED (2/9).

11: 07: 28 PM
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Representative Gara W THDREW Anendnent 16, 28-GS2806\H. 21,
Bul | ock, 4/15/14 by Representative Gara (copy on file).

Representative Gara MOVED to ADOPT Anendnent 17, 28-
GS2806\H. 5, Bullock, 4/12/14 by Representative Gara (copy
on file).

Page 18, followi ng Iine 15:

I nsert a new subsection to read:

"(c) An agreenment or contract in which the state or an
agent of the state is a party that provides for
transportation by a third party of natural gas
received by the state as royalty or paynent of tax may
not require the state to reinburse the third party for
nore than 40 percent of the devel opnent costs incurred
by the third party plus an anount for funds used
during construction if the agreenent or contract is
term nated. The agreenent or contract nust describe
t he devel opnent costs t hat are subj ect to
rei moursenent and the rate or other nethod for
determning the allowance for funds wused during
construction.”

Representati ve Wl son OBJECTED for discussion.

Representative Gara explained the anmendnment related to
repaynment of only 40 percent of TransCanada's costs if
necessary. The goal of the amendnent was to create a nore
equitable relationship between the state and TransCanada.
He noted that TransCanada was the only party in the
contract that would get their investnment back. He pointed
out that the state was allowed to buy up to 40 percent of
TransCanada's share of the facilities. He saw the benefit
to TransCanada to be reinbursed for 40 percent of their
costs when all other investors would bear 100 percent of
their costs.

Representati ve Gara W THDREW Anendnent 17

11:10: 09 PM

Representative Gara MOVED to ADOPT Anendnent 18, 28-
GS2806\ H. 28, Bul l ock, 4/16/14 by Representative Gara (copy
on file).

Page 18, followi ng |ine 15:
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I nsert a new subsection to read:
"(c) A proposed agreenent or contract related to the
construction or operation of a North Slope natural gas

project mnust include a severability provision to
require that the remaining terns of the agreenent or
contract will continue to apply if a final decision by

a court of conpetent jurisdiction finds that a part of
the agreement or contract that relates to royalties,
production taxes, paynent of tax or royalty wth gas
rat her than paynent in value, property taxes, or other
fiscal terns is unconstitutional."

Representative Wl son OBJECTED for discussion.

11:10: 24 PM

Representative Gara discussed amendnent 18. He noted that
if a term was declared unconstitutional, the amendnent
woul d ensure that the entity could not renove them fromthe
contract. He did not wish to reward a party that negoti ated
an unconstitutional provision with the ability to |everage.
The provision would provide protection wth a comon
nmechanism The courts would not enforce uncontainable
terms. The anmendnent sought to protect the state from being
| everaged by the mjors if a provision was declared
unconstitutional.

11:12: 21 PM

Comm ssi oner Balash opposed the anendnent. He explained
that the conplete agreenent was not yet established. He
agreed that close attention nust be paid to the agreenents.
Severability provisions would likely be considered. He
noted that every party would attenpt to mtigate an
assortment of risks. He spoke to the inportance of fall-
back provisions in the event of an adverse court decision
He stated that he recognized that the agreenent and
statutory language would be difficult to contend wth
because of the limt to specific issues addressed. He noted
that sone solutions would be commercial as opposed to
fiscal.

11:16: 02 PM

Representative Hol nes agreed that the severability clauses
existed in nobst agreenents. She anticipated that the
agreenents would have those clauses. She took issue wth
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the anendnent |anguage because of the reference to a
l[imting provision related to a paynent of tax or royalty
with gas rather than a paynent in value. She supported the
use of severability clauses in the contracts, but would
val ue greater nuance in their |anguage.

11:18:28 PM

\V/ g Pawl owsKki appreciated the insights expressed by
Representative Holmes. He stated that the adoption of
amendnent 1 allowed the opportunity and responsibility to
engage the legislature over the next two years as the
agreenents evol ve.

11:19: 56 PM

Representative (Quttenberg asked about the difference
between the severability clause in statute and the one in
the contract.

M. Pawl owsKi replied that the amendnent required
severability clause use for each of the scenarios listed

The technicality of each clause was deferred to the
Depart nment of Law.

Representative GQuttenberg asked iif different types of
severability clauses and contracts mght be enployed. He
asked if the anmendnent provided for only one kind of
severability cl ause.

11: 21: 47 PM

Comm ssioner Balash interpreted that the clause nust be
i ncl uded, but others could be enployed as well.

M. Pawl owski requested testinony from the Departnent of
Law.

11: 22: 52 PM

SUSAN POLLARD, O L, GAS, AND M NI NG SECTI ON, DEPARTMENT OF
LAW discussed the statutory provision on severability as
conpared to contractual provisions on severability. She
agreed that contract enployed a variety of nethods to
address particular provisions in a contract. The choice
woul d depend on the party's transactions and intent. The
statutory provision applied to a statute but not a
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contract. A court rnust review a particular statute and the
severability provision to determ ne whether the statutory
provi sion could proceed.

11: 24: 48 PM

Representative Gara wshed to elimnate worry about a
cont ract ual provi si on decl ared unconstitutional. The
statute was wunrelated to a contract provision declared
unconstitutional by the courts.

Ms. Pollard stated that the statute would apply to
legislation as opposed to contracts between private
parties.

11: 25: 30 PM

Representative Gara recalled that contracts nornally
included a severability clause. The clause was not
automatically included in the contract. The point of the
anendnent was to elimnate the need to fight for the
severability clause because the statute would renobve the

option as a negotiating point. He pointed out that
negotiation wth the nmmjor oil conpanies could prove
difficult. If a term was deenmed unconstitutional via the

anendnent, the parties involved would proceed through
negoti ati on.

11:28: 01 PM

Representative WI son mai ntai ned her OBJECTI ON.

Aroll call vote was taken on the notion.

IN FAVOR. Gara, Cuttenberg

OPPCSED: Costell o, Edgnon, Hol nes, Munoz, Neuman,
Thonpson, W/ son, Austerman, Stoltze

The MOTI ON FAI LED (2/9).

11:29:19 PM
AT EASE

11:37: 14 PM
RECONVENED
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Vi ce- Chair Neunman MOVED to ADOPT Anmendrent 19 by Vice-Chair
Neurman (copy on file).

Page 23, line 1:
Foll ow ng the words: "nmeans a project to produce”
I nsert the words: "or transport”

Representative Wl son OBJECTED for discussion.

Vi ce-Chair Neunman discussed the amendnent. He pointed to
page 23, line 1, paragraph, 27 of section 30. He noted
three different definitions describing the project. One
definition was "a project to produce natural gas." He noted
t hat anmendment 19 would add the words "or transport" after
the word "produce" leading to "North Slope natural gas
project nmeans a project to produce or transport natural gas
froma state oil or gas.” He referred to page 5 in the HOA,
and the project conponents including the LNG plant, gas
treatment pipelines, the treatnment plant, Prudhoe Bay gas
transm ssion |line and Point Thonpson unit gas transm ssion
line. He wshed to better describe the full project
i ncludi ng the pipelines through the clarifying amendnent.

11:39: 20 PM

M. Pawl owski appreciated the anendnment. He stated that the
underlying problem with reference to the North Slope
natural gas project. He agreed that the addition of "or
transport” to the definition would allow the application of
a non-production related project. He stated that the detai
had been mssed by the admnistration and nmultiple
| egislative commttees. He appreciated Vice-Chair Neunan's
attention to detail.

11:40: 09 PM

Representative WIson WTHDREW his OBJECTION. There being
NO OBJECTION, it was so ordered. Amendnent 19 was ADOPTED.

Co- Chai r Stoltze MOVED to ADOPT Anmendnent 20 28-
GS2806\ H. 53, Bullock, 4/17/14 by Co-Chair Stoltze and Co-
Chair Austerman by request of the governor.

Page 1, before line 1, of the anendnent:
I nsert new material to read:
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"Page 2, line 12:
Del ete "interimadvisory board"
I nsert "advisory planning group""

Page 4, following line 1, of the anmendnent:
I nsert new material to read:

"Page 61, lines 7 - 8:

Del ete "I NTERI M ADVI SORY BQOARD'

| nsert " ADVI SORY PLANNI NG GROUP"

Page 61, |ine 8:
Del ete "interimadvisory board"
| nsert "advisory planning group”

Page 61, line 9:
Del ete "AS 44.19. 028"
I nsert "AS 44.19. 145"

Page 61, |ine 10:
Del ete " board"
| nsert "planni ng group”

Page 61, |ine 15:
Del ete "board"
| nsert "planning group”

Representative Gara OBJECTED for discussion.

M. Pawl owski discussed anendnent 20. He pointed to page 61
of the legislation related to an interim advisory board. He
di scussed the property tax issues and needs related to the
project. He noted that lines 18 and 19 of anendnent 20
matched the statutory authority in the governor's
adm nistrative order, which necessitated a change in
termnology from interim advisory board to advisory
pl anni ng group.

11:42: 02 PM

Representati ve Thonpson asked about the nunicipal advisory
group listed by the governor. He believed that the group
| acked inportant contributors such as the City of Fairbanks
and the Gty of North Pole. He noted that construction
wor kers woul d inhabit both cities during their tine off. He
wi shed to have the comunities included in the discussion
so that the pre-construction inpact dollars could obtain
adequat e consi derati on.
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M. Pawl owski appreciated the information. He nentioned
that the advisory group's neetings were public, open and
transparent. He agreed with the concern about the attention
needed to understand the social inpacts of the project. He
mentioned the demands on all of the comunities and noted
the adm nistration's commtnent to working with all of the
interested groups to bring the best information forward.

11:43: 44 PM

Representative Thonpson discussed public safety issues
including the police, fire departnent and energency nedi cal
technicians (EMI). He stressed the need to consider public
safety organi zations prior to the construction process.

Vi ce-Chair Neunan appreciated the comments nmade by
Represent ati ve Thonpson.

11: 44: 36 PM

Representative Gara asked about the amendnent on page 1. He
did not understand the reference to "before Iine 1."

11:45: 16 PM

M. Pawl owski stated that the anendnent was drafted as an
amendnent to anendnent 1, which was adopted earlier in the
neeti ng.

Representative Gara asked if page 2, line 12 and page 61,
lines 7 and 8 woul d be changed by the amendnent.

M. Pawl owski concurred.

11: 45: 59 PM

Representative Gara stated that the name of the group
changed from interim advisory board to advisory planning
group. He was unsure about |ocation of the term "advisory
pl anni ng group” in the statute.

M. Pawowski replied that the reference was to the

statutory authority used by the governor to issue the
adm ni strative order.
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Representative Gara clarified that the adm nistrative order
initiated an advi sory planni ng group.

M. Pawl owski concurred.

11:47: 09 PM

Co-Chair Stoltze stated that amendnent 20 would anend
anendnent 1.

Representative WIson w thdrew her OBJECTION. There being
NO OBJECTION, it was so ordered. Amendment 20 was ADOPTED.

Co-Chair Stoltze explained that the bill's fiscal notes
woul d be discussed in the next day's neeting.

Representative Gara noted that information regarding the
relative state share of the project conpared to other
jurisdictions was not provided to the comrttee. He w shed
to see the information on the House Floor before a final
deci sion was nmade on the bill.

Comm ssi oner Bal ash replied that he would provide
clarification in the norning.

11:49: 26 PM

Vice-Chair Neuman MOVED to REPORT HCSCSSB 138(FIN) out of
committee w th i ndi vi dual recomendat i ons and t he
acconpanyi ng fiscal notes.

HCSCSSB 138(FIN) was REPORTED out of commttee with a "do
pass” reconmendation and with one new fiscal note from the
Department of Commerce, Community and Econom c Devel opnent,
one new fiscal note from the Departnment of Transportation
and Public Facilities, one new fiscal note from the House
Finance Commttee, two new fiscal notes from the Departnent
of Revenue, one new fiscal note from the Departnent of
Nat ural Resources, and one previously published fiscal
note: FN16 ( CED).

11:53: 05 PM
AT EASE

11: 56: 26 PM
RECONVENED
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#sb194
CS FOR SENATE BILL NO 194(FIN)

"An Act creating the Alaska Tourism Marketing Board;
and relating to tourism marketing."

11:56: 32 PM

GENEVI EVE WOJTUSI K, STAFF, SENATOR LESIL MCGQU RE i ntroduced
her sel f.

11:57: 47 PM

ROBERTA GRAHAM ASSI STANT COWM SSI ONER, DEPARTMENT  OF
COWERCE, COVWMUNITY AND ECONOM C DEVELOPMENT, testified
that the bill formalized the relationship between the
i ndustry and the departnent. She stated that the departnent
supported the legislation and she offered to answer
guestions. She noted that 21 nenbers woul d be appointed by
t he governor as proposed by the |eading trade association

She stated that the bill would allow the board to work with
the departnent on the nmarketing of Alaska as a travel
destinati on. She nmentioned a fiscal note for $3000
representing the two neetings required in the bill.

11:59: 30 PM

Bl LL PEDDLER, ALASKA TOURI SM ASSOCI ATION, testified that
the industry supported the bill. Since 1988, a fornalized
statutory relationship was established between the Al aska
travel industry and the state. The relationship suffered a
few years ago, and the need to formalize the relationship
was agai n deemed necessary.

Representative Wl son stated that the board had 21 nenbers.
She wondered if quoruns mght be difficult to obtain.

M. Peddler replied that the bill required a quorum
i ncluding one nenber from each region of the state and a
m ni mum of nine voting nmenbers attending. He stated that a
guorum was never difficult to obtain as the subject was a
passi onate one anongst all the industry nenbers.

Representative WIson stated that she participated in a

simlar group as an assenbly nenber. She appreciated the
| egi sl ation.
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Representative Minoz asked about the benefit of the
statute.

Ms. Graham replied that the marketing conmttee of the
Al aska Travel Industry Association (ATIA) was affiliated
wth the trade association. She stated that the qualified
trade association was in statute.

[ Note: Meeting continued in mnutes dated 4/18/14 12:01
a.m]

#
11:59: 59 PM
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