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Davi d Kester - Anchorage
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HOUSE BI LL NO. 370

"An Act relating to enployer drug testing; requiring the Al aska
Wor kers' Conpensation Board to adopt regulations relating to the
prescription of controlled substances to enployees; and limting
the prescription of controll ed substances to enpl oyees."

- MOVED CSHB 370(L&C) QUT OF COW TTEE
PREVI QUS COW TTEE ACTI ON
BILL: HB 370

SHORT TI TLE: AWCB CONTROLLED SUBSTANCE PRESCRI PTI ONS
SPONSOR(s): LABOR & COMMERCE

03/ 03/ 14 (H) READ THE FIRST TIME - REFERRALS
03/ 03/ 14 (H) L&C, JUD

03/ 19/ 14 (H) L&C AT 3:15 PM BARNES 124

03/ 19/ 14 (H) Heard & Hel d

03/ 19/ 14 (H) M NUTE( L&C)

03/ 26/ 14 (H) L&C AT 3:15 PM BARNES 124

03/ 26/ 14 (H) Heard & Hel d

03/ 26/ 14 (H) M NUTE( L&C)

04/ 04/ 14 (H) L&C AT 3:15 PM BARNES 124

W TNESS REG STER

ALBERT BOLEA, Appointee

Al aska Gasline Devel opnent Corporation (AGDC) Board of Directors
Bi g Lake, Al aska

POSI TI ON STATEMENT: Testified as appointee to the AGC board.

Rl CHARD RABI NOW Appoi nt ee
Al aska Gasline Devel opnment Corporation Board of Directors
Houst on, Texas

PCSI TI ON STATEMENT: Testified as appointee to the AGDC board.

BERNARD WASHI NGTON, Appoi nt ee

St at e Assessnent Revi ew Board ( SARB)

Anchor age, Al aska

PCSI TI ON STATEMENT: Testified as an appoi ntee to SARB

KONRAD JACKSON, Staff

Representative Kurt O son

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Testified during the confirmation hearings
on behalf of the commttee, Representative Kurt O son, Chair.
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ANNA LATHAM St af f

Representative Kurt O son

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: Recapped the proposed conmittee substitute,
HB 370, Version C, on behalf of the conmttee.

DON ETHERI DGE, Lobbyi st

Al aska State AFL-CI O

Juneau, Al aska

POSI TI ON STATEMENT: Testified during the discussion of HB 370.

BARBARA HUFF TUCKNESS, Director

Governmental and Legislative Affairs

Teansters Local 959

Anchor age, Al aska

POSI TI ON STATEMENT: Testified in support of HB 370, Version C.

ACTI ON NARRATI VE
3:25:19 PM

CHAIR KURT COLSON called the House Labor and Commerce Standing
Commttee neeting to order at 3:25 p.m Represent ati ves
Saddl er, Herron, Josephson, Reinbold, and O son were present at
the call to order. Representative Chenault arrived as the
meeting was in progress.

3:25:58 PM

CHAIR OLSON advised nenbers that the commttee wll not be
taking up the referral from the Board of Certified Real Estate
Appraisers for Brit Szynoniak during the confirmation hearings
t oday. Her appointment will be taken up at a later date to
al | ow menbers an opportunity to review her resune.

CONFI RVATI ON HEARI NGS: Al aska State Board of Public Accountancy
Al cohol i ¢ Beverage Control Board
Board of Registration Architects, Engineers, & Land Surveyors
St at e Assessnment Revi ew Board
Board of Barbers and Hairdressers
Board of Chiropractic Exam ners
Board of Dental Exam ners
Al aska Gasline Devel opnent Corporation Board of Directors
Al aska Labor Rel ati ons Agency
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Board of Marine Pilots
Board of Marital and Fam |y Therapy
Board of Certified Direct-Entry M dw ves
Board of Nursing
Board of Exam ners in Optonetry
Board of Pharnacy
St ate Physi cal Therapy and Occupati onal Therapy Board
Board of Certified Real Estate Appraisers
Real Estate Commi ssion
Regul at ory Conmi ssi on of Al aska
Board of Social Wrk Exam ners
Board of Veterinary Exam ners
Wor kers' Conpensati on Appeal s Conmi ssi on
Al aska Wrkers' Conpensation Board

3:25: 43 PM

CHAI R OLSON announced that the first order of business would be
confirmation hearings for of the various boards and conm ssions.
He noted that Dennis Mandell was appointed to the State
Assessnment Review Board but has wthdrawmm his nanme from
consi der ati on.

3:26:36 PM

REPRESENTATI VE REI NBOLD noved to advance the confirmations for
appointees referred to the House Labor and Comrerce Standing
Commttee for consideration to the joint session of the House
and Senate for consideration.

CHAI R OLSON obj ected for the purpose of discussion.

Al aska Gasline Devel opnent Corporation Board of Directors

3:26:59 PM

CHAIR OLSON stated that a |list of appointees was distributed to
all nmenbers on February 7 2014, February 27, 2014, and on March
27, 2014. Hs office received three requests to have the
foll ow ng appoi ntees available for questions: Al bert Bol ea and
Ri chard Rabi now, Al aska Gasline Devel opnent Corporation Board of
Directors, and Bernard Wshington, State Assessnent Review
Boar d.

3:27:17 PM
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ALBERT BOLEA, Appointee, Alaska Gasline Devel opnment Corporation
(AGDC) Board of Directors introduced hinself.

CHAI R OLSON t hanked him for his previous service.
3:27:55 PM

REPRESENTATI VE JOSEPHSON noted M. Bolea's inpressive career in
the oil and gas industry. He related his understanding that M.

Bol ea was the president of BP Transportation and Chairman of the
Al yeska Pipeline Service Conpany from 2001-2007. He further
understood M. Bolea began working for BP Exploration (Al aska)
Inc. in 1988 and he returned to Al aska five years ago and has
been contributing to the University of Alaska [College of
Busi ness and Public Policy] as a Distinguished Adjunct Professor
of Leadership. He appreciated M. Bolea's wllingness to
volunteer his tine and share his know edge and experience wth
the state. He said he has several questions related to the AGDC
responsibilities under the governor's gasline proposal and any
real or perceived conflicts with his career as a BP executive

First, he asked what the AGDC s responsibilities would be if the
| arge dianeter gasline noves forward under the governor's bill

[ SB 138], the nenorandum of understanding [MOU], and the heads
of agreenment [HOA].

VR. BOLEA answered that the Alaska Gasline Devel opnent
Corporation Board, on behalf of the state, wll represent the
state's ownership interest in the large dianmeter pipeline,
including participating in all joint venture operations with the
ot her partners, the operator. Generally, the AGC board wll
provi de governance over the operation of the [proposed] pipeline
t hrough the comm ssion and operating phases.

REPRESENTATI VE JOSEPHSON asked what situation mght arise in
which the state's financial interests differ from TransCanada
and the producers' interests.

MR. BOLEA responded that if the partnership is fornmed under the
bill before the legislature [SB 138], the interests should be -
for the nost part - aligned. Under this arrangenent, the state
woul d have "a seat at the table,” an ownership interest, and the
ot her operators and owners have an interest. Sonme pieces are
not yet conplete and consistent, and the AGDC board woul d focus
its interest on any msalignments that arise. He stated that
for the nost part he doesn't see any conflicts or msalignnments
in what is being proposed.
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3:30: 36 PM

REPRESENTATI VE JOSEPHSON asked for his perspective on any types
of decisions or oversight that AGDC can exercise to protect
Al aska's financial interest.

MR. BOLEA answered that as a board, the AGC wll vote on
various stages of the project, on the state's interest as to
whether the project is even sanctioned from the front end
engi neering stages (FEED), decisions that conme to the pipeline
owners as it progresses through the gate process, and on key
deci sions on behal f of the state through open season.

3:31: 37 PM

REPRESENTATI VE JOSEPHSON asked how the Al aska public could fee
confortable knowing the public's interest is being strongly
defended by AGDC when nenbers previously held high [evel
executive positions with the three mgjor oil conpanies. He
acknowl edged a good argunent exists that huge experience cones
with the backgrounds [of the appointees]. However, he
enphasized his desire to have AGDC s board nenbers biased
towards Al aska - certainly within the |aw and good ethics. He
asked whether that is a perspective M. Bolea shares with him

MR. BOLEA said, "I am an Al askan. | own real estate and | have
a house in Big Lake. | vote there. | go to church there ...."
He stated that he was not a full-tine resident in Alaska for
only 4 of the last 24 years. He said BP is a great conpany and
he values his experiences with the conpany; however, he left BP
seven years ago. He indicated he has no financial interest or
stock in the conpany. He enphasized that he is commtted to
this project because he believes in it. He thinks [the project]
woul d be great for Alaska, it represents Alaska's future, and he
wants to be part of that future. He concluded that his interest
and Representative Josephson's are conpletely aligned.

3:33:29 PM

REPRESENTATI VE JOSEPHSON asked whether he thinks that just as he
has had seven years away from the industry that there is sone
value in the separation, not that it needs to be statutory.

MR. BOLEA said that he hasn't considered it and the board

menbers he knows are individuals of the highest integrity. He
suggested that the focus should be on whether [the |egislature]
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trusts the individuals and their denonstrated integrity and not
specifically their backgrounds when naki ng the deci sion.

3:34:27 PM

REPRESENTATI VE SADDLER asked him how many tinmes the Al aska
Gasl i ne Devel opnent Cor poration board has net.

MR. BOLEA answered that the AGDC unofficially nmet in October
2013, and the board has met every nonth thereafter, except for
Decenber and has also held sone teleconferences m d-week.
Initially, the board focused on getting organized wth
significant effort placed on understanding its governance role
and developing the process to assure the state that decisions
being made by managenment are being made wusing the highest
possi bl e standards. The AGDC has divided itself into conmttees
based on areas of expertise, including conmmercial, technical,

audit conmittees, along wth a fourth commttee. These
conmmttees' roles are to assist staff, and have net. For
exanple, if staff needs specific expertise, they wll call the
committee, which will convene and assist the staff to the extent

it needs help. However, decisions are not nmade at the conmttee
| evel, but by are made by the board. Thus the board provides
| eadership in terns of governance and perfornmance nanagenent
t hrough the governance nodel established by the board. The AGDC
also provides technical and conmercial assistance based on
i ndi vidual areas of expertise. The legislature has given the
AGDC lots to work on in terns of identifying goals. It's been
an experience to keep the [AGDC] focused on the small dianeter
pi peline, but also to contribute to the legislature's efforts in
terms of the large dianeter pipeline. He admtted it was a bit
nore than he had initially envisioned.

3:37: 06 PM
REPRESENTATI VE HERRON acknow edged the AGDC has been in effect
for several nonths. He asked what surprised him and what he

percei ves as the i nmedi ate 60-day chal |l enges.

MR. BOLEA answered that he was initially pleasantly surprised by
the conposition of the board and was stunned at how well the

skill set was considered. He related that the two conm ssioners
bring a lot to the board, but the private sector nenbers were
wel | thought out regionally and in ternms of background. He
offered his belief that it is without a doubt the AGXC is the
hi ghest quality board he ever served on. He commended the

governor in thinking through the types of decisions, the
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expertise necessary, and the quality of the |eadership the AGDC
woul d need. He was also surprised by M. Dan Fauske and his
team and he concluded he would put them against any team

including his BP Exploration Al aska teans. He said, "This is an
amazing group of people who are being steered by a very
i npressive |eader." He turned to challenges and offered that
all big projects have technical issues and nothing ever goes
exactly according to plan. Being mature and ninble enough to
take the right interventions when things aren't going according
to plan represents the challenges for either the small dianeter
pi peline or the large dianeter pipeline. The parties nust dea

with vagaries in terns of terrain, the supply chain in terns of
cost, mobilizing the workforce, and addressing stakehol der
interests, which will be huge.

MR. BOLEA said, "W have to be incredibly thoughtful that
everyone involved in the state has a seat at the table and that
we're dealing with all the interests that need to be consi dered.
It's no small task.™

3:40: 35 PM

REPRESENTATI VE HERRON remarked that John Burns, the Al aska
Gasline Devel opnment Corporation's chair, is a friend of many
Al askans. He asked how M. Bol ea perceives the expectations the
chair has of him

MR. BOLEA offered his belief that the AGDC s chair wants himto
bring his insights about how big projects are nanaged, how oil
and gas conpani es make decisions, how the [board] aligns itself

constructively wth the project, and ensure it has the
appropriate staff with the right level of expertise within the
or gani zati on. He offered his belief that M. Burns is draw ng

on his expertise in the career he has had in the industry. He
said he respects M. Burns, who understands the i ndividual
expertise and capabilities of the people on the team and he is
| everagi ng them He agreed that is what M. Burns should be
doi ng.

3:42:12 PM
REPRESENTATIVE REINBOLD said she was inpressed wth his
comunity service and his state, national, and international

education. She asked why he is interested in serving.

MR. BOLEA stated that he has not been a big supporter of a
gasline project in the past five years. He stated that he was
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on the periphery as an executive of BP during Governor
Mur kowski's "big push” with the [Trans-Al aska Pipeline Systeni
owners many years ago. He said he left that sonmewhat depressed
since it seened like such a perfect opportunity and acknow edged
that there were many reasons it didn't work. He conpared this
project to the previous project and said it is "night and day."
He was inpressed when the legislature passed HB 4 and so
inspired that he wanted to be involved and believes he has
sonmething to contribute. He said that |egislative |eadership
wants this to happen, that the governor has provided | eadership,
and several comm ssioners have been "way out in front" trying to
make somet hi ng happen. He concluded that it was tine for himto
do the sane. He agreed he could retire and sit back, but he
would like to be a part of something that nakes a difference in
the state. He said, "This is the nonent; this is the tinme; the
forces are aligned; and we have quality |eadership at al
levels. I'minspired and | want to be a part of it."

3:46: 06 PM

REPRESENTATI VE REI NBOLD thanked him She offered her Dbelief
that there are huge risks and huge rewards for the state.

3:46:19 PM

CHAIR OLSON related the legislature's definition of nega
projects are ones in excess of $1 billion. He asked him for an
approximate nunber of nmega projects he has been directly
i nvolved in during his career.

MR. BOLEA answered he has been directly involved in two projects
from the design to the start-up phase. As an executive |eve
manager, he has been involved in lots of projects during his
career in which he had direct responsibility for making the
projects run successfully. In response to a question, he agreed
he is a golf enthusiast.

CHAIR OLSON noted that R chard Rabi now was online, and he has
al ready been appointed to the AGDC board.

3:49: 01 PM

REPRESENTATI VE JOSEPHSON acknow edged that M. Rabi now has had
an inpressive oil and gas industry career. He referred to his
resunme, noting he joined Exxon Conpany, U S A in 1968 and
retired as President of ExxonMbil Pipeline Conpany (EMPCo). He
appreciated M. Rabinows wllingness to serve and share his
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expertise with Al aska. He pointed out considerable discussion
surrounds his Texas residency, although he said he wasn't going
to cover that aspect today. He expressed an interest in the
AGDC s responsibilities under the governor's gasline proposal
and asked whether the state or citizens should have any real or
percei ved concern about conflicts with his ExxonMobil career

MR. RABINOW Appointee, Al aska Gasline Devel opnment Corporation
(AGDC) Board of Directors, responded that questions about

conflicts are always appropriate. First, he said he stands on
his personal integrity and has denonstrated it. He has been
retired for 12 years from ExxonMbil wthout any ties to Exxon
or ExxonMobil Corporation. Further, he has done nany other
things in the intervening years. He suggested that people can
observe what he has done and how he has conducted hinself. He
further suggested that people who do so will cone away feeling

confortable that he has denonstrated a high level of integrity
and they should not be concerned about his career.

3:50: 42 PM

REPRESENTATI VE JOSEPHSON asked for his perspective on ACDC s
primary responsibilities if the large dianeter gasline noves
forward to pre-FEED and FEED

MR. RABI NOW of fered his belief that the nost imredi ate chall enge
AGDC faces is really a two-pronged responsibility. Although the
question was directed at the large [dianeter gasline], he said
the AGC also has a responsibility to continue to develop the
[ Alaska Stand Alone Gas Pipeline] ASAP line - the small line -
and to understand the benefits and costs. At the same tinme the
AGDC nust be on a separate track to bring the sanme |evel of
under st andi ng and know edge of cost and benefits, with regard to
participating wwth the industry in a large gasline. Despite the
agreenents that have been "hamrered out”, there wll be many
nore ongoing commercial considerations that wll need to be
consi dered, including costs. He said he views AGDC as having a
responsibility to the legislature and ultimtely to the
executive branch. The AGC nust be able to conpare the two
projects on an equal footing in terns of the relative cost,
benefits, issues, risks, and challenges to allow the board to
make recommendations to the legislature and the executive
branch, which of course will ultimtely be better for Al aska.
Further, the AGDC nust be able to denonstrate the basis for its
reconmendat i on. He cautioned that it is not just what the AGDC
needs to do with the large diameter pipeline but its continuing
responsibility with the ASAP |ine, as well.
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3:52:48 PM

REPRESENTATI VE JOSEPHSON remar ked t hat he f ound t hat

i nteresting. Al though HB 4 would represent the "marching
orders," it isn't something he has heard stated in any
comittee. He asked for his understanding of when the decision
will be made to put "the small dianmeter files away"” and the

| arge dianeter gasline is determned to be the project.

MR. RABI NOW answered that he wasn't aware of any tineline or

dat e. He recalled he recently discussed this with John Burns
[Chair, AGDC] and Dan Fauske, [President, AGDC] along with the
comm ssioners of DNR and DOR, at several board neetings. He
said he feels very strongly that both gaslines need to nove
forward on a parallel track. He related that ASAP is out in
front by a year or two, perhaps, as conpared to the |arger
project. He enphasized the inportance to step back and consi der
what is best for Alaskans and to do so wll necessitate

performng significant analysis to nmke the appropriate
conparisons. He has also been considering whether the right
answer will be to provide natural gas to Al askans in Fairbanks
or Southcentral Alaska at the cheapest rate or if is it better
to realize the natural resource so all Al askans can benefit from
the revenue and services derived fromit. He offered his belief
that uncertainty exists at this point on how these two projects
wi |l balance out. He enphasi zed that any |arge project always
has nore than one alternative. In order to make an ultimte
decision on whether to sanction a project, each alternative
needs to be developed far enough so decision-nmakers feel
confortable that the costs, benefits, issues, and risks are
understood and they are in a position to nake the decision to go
down t hat path.

3:55:57 PM

REPRESENTATI VE JOSEPHSON acknowl edged that M. Rabi now is
know edgeabl e about pipeline devel opnent projects. He said it
just seens that at this point this governor or future governors
are going to want the nore than $3 billion in revenue that
Conmi ssioner Rodell has discussed to materialize. He asked
whet her the significant pot enti al revenue would create

overwhel m ng pressure for AGDC to accept the | arge pipeline.
MR. RABI NOW acknow edged that perhaps it would be; however, both

the legislature and admi nistration nust consider the financial
inplications for each - the capital requirements - depending on
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the type of structure and funding that the AGC on behalf of the
state owns, the role of the gas treatnment on the North Sl ope,
the pipeline itself, the LNG facility, and the capital
contri butions. He concluded that all of these considerations
can have a huge inpact on the state and its ability to fund
these different alternatives to realize the benefits.

3:57:21 PM

REPRESENTATI VE JOSEPHSON indicated the Alaska public wants to
feel that Alaska's interests are being strongly defended by its
agenci es and conm ssions. He asked what assurances can be given
that the inportant positions held with ExxonMbil Corporation
during his career provide him the neans and skills to help the
AGDC, but that he now represents Al aska's citizens.

3:58:15 PM
MR. RABI NOW acknow edged he is not an Al askan citizen, which is

a disadvantage. On the other hand, in his record as a six-year
| eader of ExxonMobil Corporation and as chair of Association of

Ol Pipelines, his peers recognized his |eadership on an
i ndustry basis. In that capacity he did not represent
ExxonMobi |, but the group made changes to the liquid pipeline

industry that significantly inproved the operating performance
that reduces spills and safety incidents in the pipeline.
Further, since his retirenent from ExxonMbil 12 years ago, he
has been involved in a nunber of other activities, including
three studies with the National Acadeny of Science. He said he
was able to denonstrate independence and consider the nerits of
t hese pipeline studies. He enphasized that he was able to
denonstrate that he was not wed to a conmpany or that it
i nfluenced how he considered the problens. He indicated this
effort involved objectivity, data, and analysis and ultimtely
his integrity. He said, "I have to stand on ny personal
integrity and many people can vouch for that."

3:59: 59 PM

REPRESENTATI VE JOSEPHSON remarked that within the law and with
good ethics and without treating the state's partners in this
prospective plan as enemes in any way, he wants AGDC nenbers
who | ove Alaska and are biased towards Alaska's interests. He
asked whether M. Rabinow will be that kind of person and if he
will be thinking of the 720,000 Al askans when he nmakes his
deci si ons.
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MR. RABI NOW answer ed absol utely. He said there is no question
of that. H's goal in participating in the AGDC process is to
make sure that the AGDC does its work carefully and thoughtfully
and in any agreenents reached that the AGC is witing and
negotiating the docunments in a way that is nost favorable for
the State of Alaska and its citizens.

4:01: 03 PM

REPRESENTATI VE SADDLER asked him to describe the application
process with special enphasis on any financial disclosure.

MR. RABINOW answered that he nmet Dave Norton, DNR, about 20
years ago at Alyeska Pipeline Service Conpany. Last May, M.
Norton attended an offshore technology conference held in
Houst on. He suggested that M. Norton had been working on sone
pipeline integrity projects and thought perhaps M. Rabinow
m ght be of assistance, although they did not connect on that
pr oj ect . However, about four weeks later M. Norton notified
him of a call for nomnations for positions on the AGXC board
and knowing his background M. Norton thought [M. Rabinow

would be a good candidate. He investigated the position,
di scussed it with a nunber of people, and decided he was wlling
to put his nanme forward. He submitted a resune and was |ater
contacted to provide a list of people that he had been
associated with that the governor's office could contact. The

list was broad since he has had association with Al aska during
Trans- Al aska Pipeline System (TAPS). He acknowl edged he knows
former attorney general Bruce Botel ho since they negotiated sone
things related to TAPS. The governor arranged to speak with him
and asked questions, sone very simlar to the questions he is
being asked today, including why he was interested in the
posi tion. He related that he was required wthin 30 days go
through the standard subm ssion of financial information. He
had previously done so |last year, which was updated a few weeks
ago. This brings him to the current process, which is the
confirmation process.

4:04: 23 PM

REPRESENTATI VE SADDLER asked whether the financial disclosure
give himany reason to decide not to pursue the nom nation.

MR.  RABI NOW answered no. He said he serves on another
gover nment corporation in Houston, Texas, involved with the Cty
of Houston. Additionally, for each of his three assignnents

with the National Acadeny of Science, he has had to submt to

HOUSE L&C COW TTEE -16- April 4, 2014



financial disclosure and conflict of interest. He concl uded
that he has done so several tinmes during his retirement and he
did not have any issue in doing so again.

4:05: 09 PM

REPRESENTATI VE HERRON asked about anything in his career "bucket
l[ist" that he didn't get a chance to do.

MR. RABINOW related that he did not have a foreign assignnment
He was once asked if he would consider a foreign assignnment,
expressed a willingness to do so, which nmust have been the "Kkiss
of death" because he never went abroad.

MR. RABINOW related that in his 34 years with his Exxon career
he held 17 different jobs, covering a w de range of areas. He
said his experience gave him a very broad perspective of
di fferent aspects of the business, which has enabled himto gain
a better overall experience not only for pipelines, but also for
energy and how energy fits into all comunities.

4:07: 05 PM

REPRESENTATI VE HERRON asked what has been his biggest surprise
and what will be the largest challenge the AGC faces over the
next coupl e of nonths.

MR. RABI NOW said he had not fully appreciated how much work was
done prior to the AGDC board being forned. The board held its
first formal board neeting in Anchorage in October and he spent
two days neeting wth each of +the key people to better
understand them and their chall enges. He said he cane away
bei ng hugely inpressed with the caliber of people Dan Fauske and
Joe Dublar were able to put together on the ASAP project. He
said it was very inpressive and he felt the team would hold up
wel | against any industry team He reiterated his assessnent on
the quality of team their breadth, and the progress they nmade
thus far. In terns having been involved in large projects, he
appreciated the challenges and the inportance of doing the
necessary homework so that when the project is sanctioned it

will go forward and be brought in on schedule and on budget. He
said he was unsure of whether the AGDC fully appreciates these
chal | enges. He said that nmany people renmenber TAPS and its

construction, and he acknowl edged problens were encountered,
noting the TAPS project was a nuch smaller project than the
proposed big pipeline project. He enphasized that the [AGDC]
needs to think long and hard about how to organize it. He
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concluded that it's really the conmbination of efforts taken by
the producers, TransCanada, AGDC, and the state to nake
deci sions and organize the project in a collaborative way to be
sure the project is devel oped properly so their efforts deliver
a project that is on budget and on schedul e.

4:10:18 PM

REPRESENTATI VE HERRON acknowl edged that he doesn't know him
al t hough he becane a household nanme in Al aska. He admired his
pol i shed response to the concerns from people around the state.
He asked whet her he understood the reaction.

MR. RABI NOW answered that at the tinme he submtted his nane for
consideration he didn't appreciate questions that would arise as
to whether he was an Al aska resident or non-resident. He said
he never thought about residency but felt this is an area where
he could make a contribution. He related his understanding that
the original issue of residency was raised in another board. He
said he could certainly appreciate the feelings Al askans have
about this. He stated that if soneone with good qualifications
is available, that it seens sensible and perfectly reasonable
for people to prefer an Al askan serve on the board.

REPRESENTATI VE HERRON responded that besides hinself, many
others appreciate his stance, defend his appointnment, and are
wor king to nake certain the confirmation happens.

MR. RABI NOW t hanked Representative Herron.
4:12: 21 PM

CHAIR OLSON asked approximately how many negaprojects he has
been responsible for during his career.

MR. RABI NOW answered that he has been involved in two or three
specifically; however, many, many projects that wouldn't fall
into megaprojects in terns of the dollar; however, they were
megaprojects in terns of the environnental and technica

chal | enges. In fact, projects of a few hundred mllion dollars
have been just as conplicated, he said. For instance, he has
been involved in a project under 5,000 feet of water in the Qulf
of Mexico and the Exxon Valdez oil spill response. He

acknowl edged that people don't normally think of oil spill
response as a negaproject and certainly Exxon would have been
happy to never face such an event, but he did play a significant
role in the response effort.
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4:13:29 PM

REPRESENTATI VE REI NBOLD thanked him She stated that oil and
gas is the "bread and butter"” in Alaska. She said she wants the
best and brightest overseeing the projects. She said it |ooks
like he is a Penn State graduate.

MR. RABINOW said that he earned his undergraduate degree at
Lehigh University and has a |[Mssachusetts Institute of
Technol ogy] M T graduate degree. He said he holds a Master's
degrees in Mechanical Engineering in Mnagenent from MT and a
Bachel or's of Science degree from Lehigh University.

REPRESENTATI VE REI NBOLD | auded his credentials. She asked why
he was interested in the AGDC Board of Directors.

MR. RABI NOW answered that the governor asked the same question.
He responded that he had a wonderful, broad career. He said he
is not a golfer, but wants to do things that are interesting and
chal I enging and give back and contribute, whether it is through
the National Academ es' [Transportation Research Board] (TSB)
studies he has been involved with or +the Houston First
Corporation that managed the convention center and theaters in
whi ch the synphony, opera, and ballet perform or for activities
wi th busi ness connotations. He related that he has a unique
background, that it's fun to contribute and be able to help
achieve results, in this case for the citizens of Alaska, but in
each of his endeavors to be able to give back after having been
so fortunate in having had a wonderful career.

REPRESENTATI VE REINBOLD thanked him for his wllingness to
serve.
St at e Assessnent Revi ew Board

CHAI R OLSON brought up the next confirmation hearing: Bernard
Washi ngt on, Appointee to the State Assessnent Revi ew Board.

4:16: 55 PM

BERNARD WASHI NGTON, Appointee, State Assessnment Review Board
(SARB), offered to take questions.

REPRESENTATI VE JOSEPHSON stated he is acquainted wth M.

Washi ngt on. He noted his community service work, including
serving on the United Way board, Anchorage Health and Human
Services, the Foraker Goup, and at Conoco Phillips as one of
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its economsts. He thanked him for his willingness to serve the
state on the SARB board. He related that one of the primry
duties in reviewng appointnents is to be certain that

appoi ntees have qualifications required by |aw In the case of
the SARB, the statute requires each board nenber to be
know edgeabl e about assessnent procedures. He referred to an

attorney general opinion from 1986 that says the requirenents
al so should reflect experience with governnent tax function. He
asked whether M. Bernard neets the qualifications.

4:18: 23 PM

MR. WASHI NGTON answered yes. He stated that he has testified in
front of the SARB in previous positions. He advised that he
conducted the assessnent from the oil conpanies' perspective for
some of the facilities. He said he is an analyst, an econom st,
and he perforns the analysis, which he has done in the past.

4:18:51 PM

REPRESENTATI VE JOSEPHSON asked what he would say to Al askans who
expr ess concern whet her hi s | ong hi story W th Ar co,
ConocoPhillips Al aska, Inc., and Alyeska Pipeline Service
Conmpany will make it difficult for himto independently consider
tough val uati on questions and represent the people of Al aska.

MR.  WASHI NGTON answered that first and forenpst he is an
Al askan. He has lived in Alaska for 30 plus years. He believes
in Alaska and cares about the people as wtnessed by his
participation in United Way, Foraker Goup, and as treasurer of
Beans Caf é. He indicated he has had opportunities to |eave the
state with oil conpanies, but has elected to stay here. H s
commtnment is in Al aska, he said.

4:19:40 PM

REPRESENTATI VE JOSEPHSON referred to a recent article in the
Colunmbia Journalism Review that raised issues about the
appropriateness of him working at Alaska Public Radio Network
given his potential work with the SARB board. He asked for his
t houghts on the issue.

MR. WASHI NGTON said the issue was the matter of a conflict;
however, he manages the finances but does not select stories and
is not involved in the news. He did not view his current
enpl oynent as being a conflict or one that would inpede his
participation with the SARB
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4:20:43 PM

REPRESENTATI VE JOSEPHSON asked about val uation prograns. He
asked whether he has reviewed the Al aska Suprenme Court decision
i ssued on February 19, 2014.

MR. WASHI NGTON answered that he reviewed the case but did not
get into the details or the underlying assunptions.

4:20: 54 PM

REPRESENTATI VE  JOSEPHSON said the owners of Trans-Al aska
Pi peline System argued that the economc life of the pipeline
was shorter than the Alaska Suprene Court concluded [BP
Pipelines (Alaska) Inc. v. State of Al aska, Al aska Suprene
Court, No. 6867 (Suprenme Court Nos. S-14095/ 14116/ 14125),
February 19, 2014, 91200-586]. He asked, in the event the Al aska
Suprenme Court enters a rule of |law, whether M. Wshi ngton woul d
follow that rule of |aw.

MR. WASHI NGTON answered yes, nost definitely.
4:21:19 PM

REPRESENTATI VE JOSEPHSON read from [BP Pipelines (Al aska) |Inc.
v. State of Al aska, Al aska Suprene Court, No. 6867 (Suprene
Court Nos. S-14095/14116/14125), February 19, 2014, 91200-586],
as follows: "But in this case, the primary value of the
pipeline is its ability to nonetize Al aska North Slope oi
reserves because the conpanies collecting tariffs are closely
affiliated with the conmpanies paying tariffs.” He asked if when
he neets with SARB whether he would say this is what the Al aska
Suprene Court has ruled and we nust followthat.

MR. WASHI NGTON sai d, "That would be ny position.™
4:22:09 PM

REPRESENTATI VE JOSEPHSON said that when the case went to trial
the industry argued that the Trans-Al aska Pipeline System was
worth only $850 million whereas the |ocal governnent said it was
$11.57 billion. He asked whether there is any way for the SARB
to anal yze these valuation questions so there is |less disparity
or if this is just a product of the adversarial system
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MR. WASHI NGTON answered that there is a way to find that "sweet
spot” which goes into analyzing the underlying assunptions used
by all parties and testing those assunptions for reasonabl eness
and coming up with the appropriate answer. He reiterated that
his answer is yes.

REPRESENTATI VE JOSEPHSON said that in the same case the pipeline
owners indicated that the pipeline should be assessed at a fair
mar ket val ue as neasured by tariff income rather than use val ue
as neasured by replacenent costs. He asked whether he has any
t houghts on that ruling.

MR. WASHI NGTON answered that he must go with the ruling and [the
SARB] rmust follow what the court says.

4:23:47 PM

REPRESENTATI VE JOSEPHSON said that the Al aska Suprenme Court
agreed the trial court could not properly value a fair market
value for the Trans-Al aska Pipeline System or for shipping
capacity on the pipeline partially since there wasn't anything
conparable to TAPS. He asked whether that nade sense to him

MR. WASHI NGTON agreed TAPS is a unique project. He acknow edged
the process for an assessnent is based on "conparables." For
exanple, in the housing market the assessor considers the
conparable sales in the area to arrive at a value for a house.
In the case of TAPS, conparables do not exist so it nakes it
much nore difficult to assess the overall value of the asset.
Therefore, it is necessary to exanmne other aspects of the
pi peline, including the projected throughput and the life of the
project. He concluded that it does present a problem

4. 24:56 PM

REPRESENTATI VE HERRON asked himto gauge his |earning curve.

MR. WASHI NGTON stated that he didn't expect what he encountered
during the application process. He offered his belief that his
background and analytical abilities will help him and the SARB
achieve a |l evel of understanding fairly quickly.

4:25:47 PM

REPRESENTATI VE  HERRON  asked him to describe the nost

m sunder st ood aspect about the job for laynen who will depend on
hi s deci si ons.
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VR. WASHI NGTON offered that people don't understand an
assessnment is based on analysis of underlying values and
vari abl es. He suggested that if a person does a good job
understanding the variables, analyzing those variables, and
devel opi ng a reasonabl e approach, the assessnent falls fromthat
process. He related that often people think that soneone
decides it is worth a certain value and noves forward.

4:26:40 PM

REPRESENTATI VE REINBOLD noted he had earned his University
Bachel or of Science Mning Engineering degree from Penn State
and Masters of Business Admnistration (MBA) from Pepperdine
Uni versity.

MR. WASHI NGTON agr eed.

REPRESENTATI VE REINBOLD also noted his interest in the Al aska
Permanent Fund Corporation and the Regulatory Comm ssion of
Al aska (RCA). She thanked him for his interest. She asked him
why he is interested in serving on the SARB

MR. WASHI NGTON responded that as an Al askan, he needs to give
back. This wonderful state gives everyone so nuch, for exanple,
it gives Alaskans an annual dividend from the Al aska Permanent
Fund. Al aska is one of the nobst spectacular places to live. He
enphasi zed his belief that Al askans nust give back to the state
and he can serve the state with his skill set. He related that
this is his first foray into state service. He has previously
chaired comm ssions for the Minicipality of Anchorage. He said
that both he and the state can benefit fromhis skill set.

REPRESENTATI VE REI NBOLD absol utely agreed. She thanked him for
his willingness to serve.

4:28:24 PM

KONRAD JACKSON, Staff, Representative Kurt O son, Alaska State
Legi slature, on behalf of the House Labor and Comrerce Standing
Comm ttee, Representative Kurt O son, Chair, indicated that all
coonmittee nenbers have had an opportunity to review the
appoi ntees' resunes. Comrittee nenbers have asked to have three
appointees available for questions and these appointees have
testified today. He then read the names of the appointees
referred to the House Labor and Comrerce Standing Commttee.
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4:32:12 PM

MR. JACKSON rem nded nenbers that signing the reports regarding
appointnments to boards and comrissions in no way reflect
i ndi vi dual nenbers' approval or disapproval of the appointees,
and that the nomnations are nerely forwarded to the full
| egi slature for confirmation or rejection.

4:33:12 PM

CHAIR COLSON, after first determining no one else wshed to
testify, closed public testinony on the confirmation hearings.

REPRESENTATI VE JOSEPHSON said he will sign the docunent although
he is currently unsure of his position on M. Rabi now.

CHAI R OLSON assured nenbers that signing the reports regarding
appointnments to boards and comrissions in no way reflect
i ndi vi dual nenbers' approval or disapproval of the appointees.

4:34: 08 PM

CHAI R OLSON renoved his objection. [The conmttee treated it as
t hough a notion had been noved to advance the confirmations of
the appointees to a joint session of the House and Senate for
consi deration. ] There being no further objection, t he
confirmati ons were advanced.

4:34:27 PM
The commttee took an at-ease from4:34 p.m to 4:36 p.m

HB 370- AWNCB CONTROLLED SUBSTANCE PRESCRI PTI ONS

4:36: 01 PM

CHAI R OLSON announced that the final order of business would be
HOUSE BILL NO 370, "An Act relating to enployer drug testing

requiring the Alaska W rkers' Conpensation Board to adopt
regul ati ons relating to the prescription of controlled
substances to enployees; and I|imting the prescription of
controll ed substances to enpl oyees."

4:36:17 PM

ANNA LATHAM Staff, Representative Kurt O son, Alaska State
Legi sl ature, on behalf of the House Labor and Conmmerce Standing
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Comm ttee, Representative Kurt O son, Chair, offered to explain
t he changes in Version C

REPRESENTATI VE REI NBOLD noved to adopt the proposed comittee
substitute (CS) for HB 370 |abeled 28-LS1379\C, \Wallace, 4/3/14
as the working docunent.

CHAI R OLSON obj ected for the purpose of discussion.
4:36:49 PM

M5. LATHAM expl ained that the original version of HB 370 gave
enployers the ability to perform random drug testing for
schedule | controll ed substances after they have been prescribed
as the result of a workers' conpensation claim for nore than 90
days. Sonme concerns were expressed about the followup of test
results. The following |anguage was added to Version C, in
Section 1, that the enployer could test only for the controlled
substance and what would happen as a result of the tests, such
that a negative test result may result in the denial of future
paynents by the enployer or insurer for the controlled substance
but not in any other adverse enployer action. A positive test
result for the prescribed control substance nmay not result in an
adverse enploynment action or the denial of prescription
benefits. Page 2, lines 11-14, adds |anguage that an enployer
may not be liable for future paynments of a controlled substance
listed in schedule |A prescribed to an enployee under this
section if the enployee received a negative test result. She
reiterated that Version C specifies in witing sonme "follow
t hrough" for the test results.

CHAI R COLSON asked to put on the record that he has been working
wi th a nunber of stakehol ders, including Don Etheridge.

4:38: 06 PM

DON ETHERI DGE, Lobbyist, Alaska State AFL-CIO offered his
thanks for the opportunity to work with the sponsor and inprove
HB 370. He said, "And we are totally happy with what you' ve
done on it."

4:39: 14 PM
REPRESENTATI VE HERRON understood the neaning of "positive" and
"negative" in terns of drug testing. Typically when an enpl oyee

is given a drug test and it cones back positive, it neans
sonmet hing was found; and if the drug test comes back negative it
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neans that the person is clean - that no drugs were found. He
wanted to clarify in this context it is just the opposite.

M5. LATHAM acknow edged that Representative Herron is correct
The intent of the testing is to determ ne whether an enployee is
taking the drugs that were prescribed as a result of a workers
conpensation claim The testing is the opposite of how it
normal |y would be under the enployer testing policy subsection
(c) and (d) [of AS 23.10.620].

4:40: 18 PM

BARBARA HUFF TUCKNESS, Director, Governnmental and Legislative
Affairs, Teansters Local 959, said the Teansters Local 959
(Teansters) had some initial concerns with HB 370. She believes
the majority of workers they represent are subject to property
safety prograns and on the job safety prograns that help reduce
wor kers' conpensation costs, but workers sonetimes sustain
injuries that require prescriptions. She said, "Sometines we
have bad players and ... that may be the case.” She has not
seen those figures, but if this bill gets to the root of that
particul ar problem the Teansters are supportive. She said the
Teansters believe that the changes nmade wll not negatively
i mpact injured workers in need of these prescriptions.

CHAI R OLSON acknow edged that was the intent.
4:42: 04 PM

CHAIR COLSON, after first determining no one else wshed to
testify, closed public testinmony on HB 370. He then renoved his
objection to the adoption of Version C

REPRESENTATI VE REI NBOLD noved to report the proposed commttee
substitute (CS) for HB 370, Version C, out of conmittee wth
i ndi vi dual recomrendations and the acconpanying fiscal notes.
There being no further objections, CSHB 370(L&C) was reported
fromthe House Labor and Commerce Standing Comm ttee.

4:43:04 PM
ADJ QURNVENT
There being no further business before the conmttee, the House

Labor and Commerce Standing Conmttee neeting was adjourned at
4:43 p. m
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