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SPONSOR SUBSTI TUE FOR HOUSE BILL NO. 4

"An Act relating to the Al aska Gasline Devel opnent Corporation

maki ng the Al aska Gasline Devel opnment Corporation, a subsidiary
of the Al aska Housing Finance Corporation, an independent public
corporation of the state; establishing and relating to the in-
state natural gas pipeline fund; making certain information
provided to or by the Al aska Gasline Devel opnent Corporation and
its subsidiaries exenpt from inspection as a public record;
relating to the Joint |In-State Gasline Developnent Team
relating to the Al aska Housing Finance Corporation; relating to
the price of the state's royalty gas for certain contracts;
relating to judicial review of a right-of-way |ease or an action
or decision related to the devel opnment or construction of an oil
or gas pipeline on state land; relating to the |ease of a right-
of-way for a gas pipeline transportation corridor, including a
corridor for a natural gas pipeline that is a contract carrier;
relating to the cost of natural resources, permts, and |eases
provided to the Al aska Gasline Devel opnent Corporation; relating
to procurenent by the Al aska Gasline Devel opnent Corporation;
relating to the review by the Regul atory Conm ssion of Al aska of
natural gas transportation contracts; relating to the regul ation
by the Regulatory Comm ssion of Alaska of an in-state natural
gas pipeline project devel oped by the Al aska Gasline Devel opnent
Corporation; relating to the regulation by the Regulatory
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Comm ssion of Alaska of an in-state natural gas pipeline that
provi des transportation by contract carriage; relating to the
Al aska Natural Gas Developnent Authority; relating to the
procurenent of certain services by the A aska Natural Gas
Devel opnent Authority; exenpting property of a project devel oped
by the Al aska Gasline Developnent Corporation from property
taxes before the comrencenent of comrercial operations; and
providing for an effective date."
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Anchor age, Al aska
PCSI TI ON STATEMENT: Testified and answered questions related to
SSHB 4.
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Al aska State Legislature

Juneau, Al aska

PCSI TI ON  STATEMENT: On behalf of the joint prime sponsors,
answered questions related to SSHB 4.

KEN VASSAR, Legal Counsel

to Al aska Gasline Devel opnment Corporation (AGDC)
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Anchor age, Al aska

POSI TI ON STATEMENT: Testified related to SSHB 4.

DAN FAUSKE, President

Al aska Gasline Devel opnent Corporation (AGDC)
CEQ Executive Director

Al aska Housi ng Fi nance Corporation (AHFC)
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Anchor age, Al aska

POSI TI ON STATEMENT: Testified related to SSHB 4.

CORI BADGLEY MLLS, Assistant Attorney GCeneral & Legislative
Li ai son
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Cvil Division (Juneau)

Depart ment of Law (DQL)
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PCSI TI ON STATEMENT:  Answered questions related to SSHB 4.

BONNI E HARRI'S, Seni or Assi stant Attorney General
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Department of Law (DQL)
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PCSI TI ON STATEMENT: Answered questions related to SSHB 4.

Bl LL WARREN
Kenai, Al aska
PCOSI TI ON STATEMENT: Testified during the hearing of SSHB 4.

REPRESENTATI VE M KE CHENAULT

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: As joint prinme sponsor, testified in regard
to SSHB 4.

ACTI ON NARRATI VE

1:08: 27 PM

CO-CHAIR DAN SADDLER called the House Resources Standing
Commttee neeting to order at 1:08 p.m Representatives Hawker
Johnson, d son, Seaton, P. WIlson, Tarr, Feige, and Saddl er were
present at the call to order. Representative Tuck arrived as
the neeting was in progress.

1: 08: 44 PM

HB 4- ALASKA GASLI NE DEVELOPMENT CORP; RCA

1: 08: 56 PM

CO CHAI R SADDLER announced that the only order of business is
SPONSOR SUBSTI TUTE FOR HOUSE BILL NO. 4, "An Act relating to the
Al aska Gasline Developnment Corporation; nmaking the Al aska
Gasline Devel opnment Corporation, a subsidiary of the Al aska
Housi ng Finance Corporation, an independent public corporation
of the state; establishing and relating to the in-state natura
gas pipeline fund; making certain information provided to or by
the Al aska Gasline Devel opnent Corporation and its subsidiaries
exenpt from inspection as a public record; relating to the Joint
In-State Gasline Developnent Team relating to the Al aska
Housi ng Finance Corporation; relating to the price of the
state's royalty gas for certain contracts; relating to judicia
review of a right-of-way |ease or an action or decision related
to the devel opment or construction of an oil or gas pipeline on
state land; relating to the lease of a right-of-way for a gas
pi peline transportation corridor, including a corridor for a
natural gas pipeline that is a contract carrier; relating to the
cost of natural resources, permts, and |eases provided to the
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Al aska Gasline Devel opnent Corporation; relating to procurenent
by the Alaska Gasline Devel opnent Corporation; relating to the
review by the Regulatory Commi ssion of Al aska of natural gas
transportation contracts; relating to the regulation by the
Regul atory Conm ssion of Alaska of an in-state natural gas
pi peline project developed by the Al aska Gasline Devel opnent
Corporation; relating to the regulation by the Regulatory
Comm ssion of Alaska of an in-state natural gas pipeline that
provi des transportation by contract carriage; relating to the
Al aska Natural Gas Developnent Authority; relating to the
procurenent of certain services by the Al aska Natural Gas
Devel opnent Authority; exenpting property of a project devel oped
by the Al aska GGasline Developnent Corporation from property
taxes before the comencenent of comercial operations; and
providing for an effective date."

1: 09: 42 PM

CO- CHAI R SADDLER advised that the commttee will not review any
amendnent s whi ch have not been prepared by Legislative Legal and
Research Servi ces.

1:10: 16 PM

REPRESENTATI VE HAWKER noved to adopt Anmendnment 2, |abeled 28-
LS0021\ O 34, Bullock, 3/2/13, which read:

Page 43, |line 31, as anended by adopted anendnent O. 9:
Del ete "on terns and conditions and"

Page 43, line 31, followng "rates":
I nsert "and contai ni ng provisions"

Page 43, line 31, followng "tariff.":

| nsert " For pur poses of this subsecti on,
"provisions" are limted to those terns and conditions
that directly relate to the rate and are distinct from
the general operating terns and conditions of the
recourse tariff."

CO- CHAI R FEI GE obj ected for discussion purposes.

REPRESENTATI VE HAWKER expl ai ned proposed Anendnent 2 addresses
the terns and conditions that were discussed by the conmttee on
[3/1/13].

1:11:18 PM
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CO- CHAIR FEIGE renpved his objection to the anendnent. There
bei ng no further objection, Anmendnment 2 was adopt ed.

1:11: 40 PM

CO- CHAIR SADDLER nobved to adopt Anendnent 3, |abeled 28-
LS0021\ O. 1, Bullock, 2/6/13, which read:

Page 6, line 25, followi ng "construction.":

Insert "The procurenent procedures nust provide
for an Al aska veterans' preference that is consistent
with the Al aska veterans' preference in AS 36.30.175."

REPRESENTATI VE HAVWKER obj ect ed for di scussi on purposes.

CO CHAIR SADDLER explained proposed Anmendnent 3 allows for
veterans' bidder preference, which is only subsequent to the
Al aska bidder preference, and is for a 5 percent preference,
with a maxi num val ue of $5, 000. He pointed out that it already
exists in statute and said it could be beneficial for veterans
to obtain these contracts.

1:12: 49 PM

REPRESENTATI VE HAWKER stated he has no problem with the context
of the proposed anendnent, and pointed out that the proposed
bill contains exenptions for Alaska Gasline Devel opnent
Corporation (AGDC) from these procurenent act preferences. He
suggested this be included with findings and intent, but said
t hought could also be given to this during further iterations of
t he proposed | egislation.

REPRESENTATI VE HAVWKER r enpoved his objection to Anendnent 3.
1:13:59 PM

FRANK RI CHARDS, Manager, Pipeline Engineering & Governnent
Affairs, Al aska Gasline Developnent Corporate (AGC), Al aska
Housi ng Fi nance Corporation (AHFC), Departnent of Revenue (DOR),
agreed the veterans' preference in the procurenent code allows
for the aforenentioned all owance. He pointed out that there are
few veterans with maj or construction or engi neering conpani es.

1:14: 34 PM
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REPRESENTATI VE = SEATON, addr essi ng t he poi nt rai sed by
Representative Hawker, inquired whether this would be the only
bi dder preference allowed in the proposed bill.

CO- CHAI R SADDLER expl ai ned the veterans' preference was a subset
of the Alaska preference, so there would be both an Al aska
bi dder preference and a veterans' preference.

REPRESENTATI VE SEATON requested further clarification.
REPRESENTATI VE HAWKER deferred to his staff, Rena Del bridge.
1:15: 42 PM

RENA DELBRI DGE, Staff, Representative M ke Hawker, Alaska State
Legislature, stated the current proposed |egislation would allow
AGDC to wite its own procurenent procedures, although the bil
has an Al aska preference on page 3, |lines 4-8.

REPRESENTATI VE SEATON asked if the definition for "conpetitive"
would be for the low bid, as there is not any nention for
dol l ars or percentages toward an Al aska preference.

M5. DELBRIDGE replied there is not a dollar anpbunt, as the
proposed bill indicates the preference to Al askans only if the
bid is conpetitive with non-Al askans. She noted the inportance
of keeping project costs under control, and stated that the nost
responsi bl e and conpetitive offering should be consi dered.

CO- CHAIR SADDLER asked if proposed Amendnent 3 presunes an
Al aska bi dder preference.

M5. DELBRIDGE offered her understanding that there is not an
Al aska bidder preference in the current proposed bill, and said
she is unclear whether the proposed anendnment would insert this.
She reported that AGDC may or my not develop procurenent
procedures for every type of <contract that would enable a
bi ddi ng preference, as AGDC could sole source certain aspects.
"By the findings and intent |anguage that is in the |egislation
it sort of nore broadly opens that, then, regardless of the
particul ar procurenent or process, to an Al aska preference,"” she
sai d.

1:18: 04 PM

The commttee took an at-ease from1:18 p.m to 1:20 p. m
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1:20: 25 PM

CO CHAIR SADDLER sought to clarify whether the proposed bill
al l ows other bidder preferences, stating that the bill |anguage
allows AGC to craft its own procurenent policies, while
proposed Anmendnent 3 would specifically allow a veterans

preference as witten in statute.

REPRESENTATI VE SEATON surm sed that the typical Alaska bidder
preference is not witten in the proposed bill.

CO CHAIR SADDLER expressed agreenent that there is not the
intent to have an additional separate Al aska bidder preference,
only the veterans' preference.

1:21:02 PM

REPRESENTATI VE HAWKER, directing attention to page 3, lines 4-18
of the proposed bill, stated that there is strong intent
| anguage in the proposed bill for AGC to procure its services

from Al aska owned busi nesses. He again renoved his objection to
t he proposed anendnent.

REPRESENTATIVE P. WLSON [objected to the anendnment and]
requested Representative Hawker to clarify whether he is saying
the anendnent is unnecessary or that the anendnment is needed
along with the intent |anguage.

REPRESENTATI VE HAWKER replied that proposed Amendnment 3 would

put in place "specific reference that the policies and
procedures governi ng procurenent that AGDC nust create their own
regul atory provisions pursuant to, on page 6, lines 24 and 25

that the board of AGDC 'shall adopt and publish procedures to
govern the procurenent by the corporation of supplies, services,

pr of essi onal servi ces, and construction.'" He said the
amendnent further states that that process nust include an
Al aska veterans' preference that is consistent wth the

procurenent provisions of AS 36.30. 175.
1:23:05 PM

REPRESENTATI VE P. W LSON renoved her objection to the anmendnent.
There being no further objection, Amendnent 3 was adopt ed.

1: 23: 44 PM
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REPRESENTATI VE JOHNSON noved to adopt Anmendnent 4, |abeled 28-
LS0021\ O 2, Bull ock, 2/14/13, which read:

Page 2, lines 7 - 8:

Delete "relating to the Alaska Natural Gas
Devel opnent Authority; relating to the procurenent of
certain services by the Al aska Natural Gas Devel opnent
Aut hority;"

Page 2, line 10, follow ng "operations;"

Insert "repealing the establishnent of the Al aska
Nat ur al Gas Devel opnent Aut hority and maki ng
conform ng changes;"

Page 25, |ine 12:
Del et e "new par agr aphs”
I nsert "a new paragraph”

Page 25, lines 13 - 14:
Delete all material.

Renunber the foll ow ng paragraph accordingly.

Page 35, line 3, through page 38, line 9:
Delete all material .

Renunber the followi ng bill sections accordingly.

Page 52, lines 6 - 7:

Del ete "AS 41. 41. 030, 41. 41. 040, 41. 41. 050,
41.41. 080, 41.41.100, and 41.41.990(4)"

I nsert "AS 39.25.110(11)(Q; AS 39.50.200(b)(57);
AS 41.41. 010, 41. 41. 020, 41. 41. 030, 41. 41. 040,
41.41. 050, 41.41.060, 41.41.070, 41.41.080, 41.41.090,
41.41.100, 41.41.110, 41.41.120, 41.41.130, 41.41.140,
41.41. 150, 41.41.200, 41.41.300, 41.41.310, 41.41. 320,
41.41.330, 41.41.340, 41.41.350, 41.41.360, 41.41.370,
41.41.380, 41.41.390, 41.41.400, 41.41.410, 41.41. 450,
41.41.500, 41.41.900, and 41.41.990"

Page 52, |ine 8:
Delete all material and insert:
"* Sec. 24. Sections 1 and 5, 2002 Ballot Measure
No. 3, are repealed.”

REPRESENTATI VE HAVWKER obj ected for di scussi on purposes.
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1:23:52 PM

REPRESENTATI VE JOHNSON expl ai ned that proposed Anendnent 4 woul d
remove the Al aska Natural Gas Devel oprment Aut hority (ANGDA) from
t he proposed bill. He directed attention to the special report
fromthe Division of Legislative Audit, Report Digest #04-30054-
10, titled "A Special Report on the Departnment of Revenue (DOR),
Al aska Natural Gas Developnent Authority (ANGDA), Selected
Operational |ssues, October 8, 2010" [included in nenbers'
packet s] . He said the Division of Legislative Audit concluded
that ANGDA had conducted activities that stretched the
boundaries of its statutory authority, did not successfully
coordinate efforts wth agencies pursuing a snmall dianeter
pi peline, and that ANGDA should be considered for sunset after
resolution of uncertainties, as it was at the risk of outliving
its public purpose. VWhile well intended, ANGDA has sone baggage
that he does not want attached to this new venture.

1:25:11 PM

REPRESENTATI VE TARR noted that during the commttee's discussion
of contracts, ANGDA was described as being a part of that. She
i nquired how the proposed anmendnent would affect that in terns
of negotiating contracts going forward.

REPRESENTATI VE JOHNSON responded it was also discussed that
ANGDA certainly needs to do that but could form its own
mar keting arm He said he prefers that ANGDA form their own
than to be saddled with a "tarni shed nane" and a bad reputation.

REPRESENTATI VE TARR understood, then, that it would be AGDC t hat
would create the marketing arm and it would be considered
appropriate and AGDC would be able to negotiate contracts that
woul d be considered to be arns' | ength.

REPRESENTATI VE HAWKER requested Representative Tarr to clarify
her questi on.

REPRESENTATI VE TARR asked, if ANGDA is renmoved from the
relationship, would AGC create a new subsidiary or would AGDC
create a marketing arm within the corporation to fulfill the
role previously designated to ANGDA

REPRESENTATI VE HAWKER answered the proposed bill enpowers AGDC
to create subsidiaries for necessary and appropriate purposes.

1: 27: 22 PM
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CO CHAIR SADDLER inquired whether there would be any |oss of
assets.

REPRESENTATI VE HAWKER replied he had listened to concerns of the
commttee as the proposed bill was discussed and subsequently
had his staff research the issue with various state agencies.
It was found that all of the ANGDA board terms had expired
wi t hout reappointnment, that ANGDA had no enployees, no office
space, and no debts or liabilities. According to the Departnent
of Revenue (DOR), all of the ANGDA work product/assets have been
either returned to ANGDA s contractors or retained by the State
Pi pel i ne Coordinator office. He declared there is no continuing
necessity for this entity to remain in corporate existence.

1: 29: 00 PM

REPRESENTATI VE TUCK expressed his agreement with the Division of
Legislative Audit report. Drawing attention to the project
| abor agreenent |anguage in the bill beginning on page 37, line
31, he advised he will be presenting an anmendnent for renoval of
t hi s | anguage.

1: 29: 33 PM

REPRESENTATI VE HAWKER wi t hdrew his objection to the Amendnent 4.
There being no further objection, Amendnent 4 was adopt ed.

1: 30: 29 PM

REPRESENTATI VE HAWKER noved to adopt Anendnent 5, |abeled 28-
LS0021\ O 3, Bull ock, 2/25/13, which read:

Page 1, line 1:
Del et e "maki ng"
| nsert "establishing”

Page 1, lines 2 - 3:

Delete ", a subsidiary of the Alaska Housing
Fi nance Corporation,”
| nsert "as"

Page 10, |line 11:
Del ete "may"
| nsert "shall"

Page 12, line 22, through page 13, line 4:
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Delete all material.

REPRESENTATI VE TARR obj ected for discussion purposes.

1: 30: 50 PM

M5. DELBRIDGE, speaking for the anendnent's sponsor, explained
Amrendnent 5 is a housekeepi ng anendnent. She noted the first
change on page 1, l|ine 1, would delete "nmaking" and insert

"establishing” in order to clarify that AGDC is not supposed to
be a subsidiary of Alaska Housing Finance Corporation (AHFC),
but is instead intended to be an independent public corporation

of the state. She said the second change, page 1, lines 2-3,
serves the sanme purpose. Directing attention to the third
change, page 10, line 11, which deals with confidentiality and

i nner agency cooperation, she explained the change would give
the corporation access to information from state departnents and
agencies. The last change, which would delete all the materia
from page 12, line 22, through page 13, line 4, would renove the
i nternational borrowi ng clause, which is an ability AGXC is not
expected to need.

1:32: 32 PM

REPRESENTATI VE TARR asked whether renoving the provision for
international borrowing would affect the project, as she
understands there is interest frominternational financiers.

M5. DELBRIDGE replied this deletion would have no inpact on
foreign investnent because it nerely elimnates the ability for
AGDC to have foreign banks underwite its bonds, which is not
anticipated as a necessity. Shoul d the necessity arise, AGDC
could ask the legislature for that ability at that point in
tine.

REPRESENTATI VE TUCK asked if there would be a problem wth
| eaving that provision in the proposed bill.

M5. DELBRI DGE responded the sponsor is trying to "keep the bil
as clean as possible.” She said there is no intent to prohibit

foreign investnment in an Alaska project; it would only prohibit
access to foreign capital markets to borrow noney.

1: 34: 48 PM

CO- CHAIR SADDLER noved to adopt Conceptual Anmendnment 1 to
Amrendnent 5, as foll ows:
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Page 10, line 17:
Delete "facilities and | oans”
Insert "and facilities"

CO CHAI R SADDLER expl ained that this would renpve |oans as an

action for the corporation. He reported he has already spoken
to the bill sponsor regarding this conceptual anmendnent.
Responding to Representative Tarr, recapped the proposed

conceptual anendnent.

REPRESENTATI VE TARR asked why the |anguage had been included in
t he proposed bill.

M5. DELBRIDGE answered the |anguage is a carryover from early
versions of House Bill 369, as there had been the potential for
a gasline subsidiary which would need to rely nore heavily on
other state entities. She reported that AGDC does not feel it
necessary to have these loans since it is now proposing to be a
st and- al one cor porati on.

There being no further objection, Conceptual Anmendnment 1 to
Amendrent 5 was adopt ed.

1: 37: 10 PM

REPRESENTATI VE TUCK, referring to the third change in proposed
Amendnment 5 which would delete "may" and insert "shall", asked
whether a private entity would then have access to information
fromstate agencies if it bought the corporation.

V5. DELBRIDGE replied the provision would only apply to AGC and
its access to the information.

REPRESENTATI VE TUCK i nqui red whet her AGC coul d be sol d.
M5. DELBRIDGE replied that an asset devel oped by AGC could be
sol d; however, AGDC, as a public corporation, can only exist as

long as the state all ows.

REPRESENTATI VE TUCK asked whether this proposed anendnent woul d
only apply to AGDC, and would not apply to its subsidiaries.

M5. DELBRI DCE answered that this is her understanding.

1: 38: 41 PM
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[ Representative Tarr renoved her objection to Amendnent 5.]
There being no further objection, Amendnent 5, as anended, was
adopt ed.

1: 39: 03 PM

REPRESENTATI VE HAWKER noved to adopt Anmendnment 6, |abeled 28-
LS002\ O 4, Bull ock, 2/25/13, which read:

Page 1, lines 7 - 8:
Delete "relating to the price of the state's
royalty gas for certain contracts;"”

Page 2, lines 20 - 23:

Delete "it is the policy of the state to make the
state's share of royalty natural gas available for
shipnment in an in-state natural gas pipeline devel oped
by the Al aska Gasline Devel opnent Corporation;

(4)"

Page 13, lines 5 - 6:
Delete "; sale of natural gas by a subsidiary”

Page 13, |line 6:
Delete "(a)"

Page 13, lines 20 - 26:
Delete all material.

REPRESENTATI VE TARR obj ected for di scussion purposes.

M5. DELBRI DGE expl ained that proposed Anmendnent 6 would affect
the proposed bill in two places. First, it would delete the
legislative intent finding that it is "the policy of the state
to make the state share of royalty gas available for shipnent in
an AGDC pipeline." The next affect would be in Section 3 of the
proposed bill, where the corporate powers and duties of AGDC are
listed, and would delete a provision that says a subsidiary of
AGDC and the conmm ssioner of the Departnent of Natural Resources
(DNR) could work together to pledge, as necessary, the state's
royalty gas in order to honor the contracts and comm tnments mnade
by the subsidiary. She related that concerns were expressed
that both of these provisions could be construed to usurp the
ability of the DNR comm ssioner and the Alaska Royalty Gl and
Gas Devel opnent Advisory Board to dispose of the state's royalty
gas in the manner in which they see fit.
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1: 40: 51 PM

REPRESENTATI VE TARR inquired whether the overall price would be
i mpact ed.

M5. DELBRI DGE asked whether Representative Tarr is referring to
the royalty gas.

REPRESENTATI VE TARR offered her wunderstanding that the overal
price of gas would be | ower because of negotiation for the price
of royalty gas.

M5. DELBRIDGE replied there is nothing that would prohibit the
negotiation of that first, as the proposed anendnent would
nerely renove the presupposition that the conm ssioner would act
in any particular way related to the royalty gas, and would
allow for retention of full discretion to manage the royalty
gas, although the Alaska Royalty QI and Gas Devel opnent
Advi sory Board would still have to approve the contracts.

1:42:15 PM

REPRESENTATI VE TUCK requested further clarification of what
Amendnent 6 would do and asked whether the DNR conm ssioner
woul d have definitions taken away and would have greater
aut onony to nake decisions on what to do with the royalty gas.

M5. DELBRI DGE responded the proposed anendnent would not take

anything away from the comm ssioner. The bill is structured to
pave the way for the comm ssioner to commt gas to contracts for
shipment in the pipeline. However, there was still sone

anbiguity that was open to interpretation for any limtations to
the commi ssioner's discretion. Since this was not the intent of
the bill sponsor, these sections would be renpved from the
proposed bill to ensure the full discretion of the conm ssioner
in managi ng the royalty gas.

1:43: 33 PM

REPRESENTATI VE SEATON inquired whether it is the |ast sentence
that is problematic, which reads: "A pledge made under this
subsection shall be treated as a disposal of gas other than by
sal e or exchange for purposes of AS 38.05.183."

MS. DELBRI DGE answered no one has expressed concern about that
sentence; the concern was for a situation that the conmm ssioner
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m ght retroactively be committing gas to a narketing subsidiary
that had al ready prom sed the gas to soneone el se.

1:44:15 PM

CO CHAIR SADDLER asked whether the state would have any price
advantage with its royalty share, specifically for shipping it
in the pipeline.

M5. DELBRI DGE expl ained the state, if it chose to actually ship
its gas rather than sell it to a shipper, would be able to
negotiate a contract with AGDC simlar to any other shipper.
She drew attention to the Regulatory Conmm ssion of Alaska (RCA
provision which states that a contract between tw state
entities for shipment on a gas pipeline is automatically just
and reasonabl e.

1:45: 00 PM

REPRESENTATI VE TARR renoved her objection to the Amendnment 6.
There being no further objection, Arendnent 6 was adopt ed.

1:45: 25 PM

REPRESENTATI VE HAWKER noved to adopt Anmendnment 7, |abeled 28-
LS0021\ O. 5, Bullock, 2/25/13, which read:

Page 45, line 28, through page 46, |ine 6:

Delete all material and insert:

"(c) Wthin 180 days after receiving an
application under this chapter, the comm ssion shal
issue a contract carriage certificate authorizing, in
whol e or in part, t he operati on, service
construction, or acqui sition covered by t he
application to a qualified applicant if the conm ssion
finds that the applicant is fit, wlling, and able to
do the acts, perform the proposed service, and conform
to the provisions of this chapter and the requirenents
of the conmmssion, and that the proposed service,
operation, construction, extension, or acquisition, to
the extent authorized by the certificate, is or wll
be required by the present or future public
conveni ence and necessity. The commssion nay, by
order, extend the 180-day period for considering an
application by the duration of a delay caused by the
failure of the applicant to provide additional
informati on reasonably required by the conm ssion. If,
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within the 180-day period and any extension of the
period for considering the application, the comm ssion
fails to issue a contract carriage certificate and
does not make a finding that the applicant is not fit,

willing, and able under this subsection, t he
application shall be considered approved and the
contract carriage certificate shall take effect

i medi ately. "
REPRESENTATI VE TARR obj ected for di scussion purposes.

V5. DELBRI DGE expl ai ned Anmendnent 7 responds to an onission from
the regulatory section, whereby the RCA is allowed 180 days for
a finding on a certificate of public convenience and necessity.
However, no default is included, so the proposed anendnent woul d
provide a default to automatic approval if the RCA does not act
wthin the tine frane. She clarified extensions are permtted
if requests for supporting information are not forthcom ng from
t he applicant.

1:46: 21 PM
REPRESENTATI VE TARR offered her belief that the |anguage that
woul d be deleted by proposed Amendnent 7 would automatically

deny rat her than approve.

MS. DELBRI DGE answered it does not address the actions if the
RCA fails to act.

REPRESENTATI VE TARR surm sed the proposed anendnent is just
slightly different | anguage to acconplish the sane thing.

V5. DELBRI DGE agr eed.

REPRESENTATI VE TUCK offered his understanding that under the
current |anguage an application would be automatically denied if

it was not granted within 180 days. He expressed concern for
adequate staffing for RCA to neet certain deadlines, although
RCA could grant an extension. He asked whether the proposed

anmendnent woul d continue to allow this.

REPRESENTATI VE HAWKER referred to line 11 of the anendnent which
states that the conmission may, by order, extend the 180-day
period for considering an application. He opined that this is a
very broad standard that will allow the RCA to collect enough
i nformati on.
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1:49:14 PM

REPRESENTATI VE JOHNSON expressed his appreciation for proposed
Amendrent 7 because the last thing wanted is for an applicant to
stall for 180 days and then automatically get approval.

1:49: 37 PM

REPRESENTATI VE SEATON referred to page 46, lines 4-6, of the
proposed bill, which state that the "application nust be denied
if the commssion fails to find that the applicant is fit,
willing, and able under this subsection.”™ He asked whether the
intent of Anmendnent 7 is to renove this.

M5. DELBRIDGE offered her belief the intent is to ensure that
the RCA's failure to act wthin 180 days goes to a default
approval as opposed to no action.

REPRESENTATI VE HAWKER confirmed that is the sponsors' intent.

REPRESENTATI VE SEATON inquired whether Anmendnment 7 would stil
allow for an application to be denied if the applicant is not
fit, willing, or able.

M5. DELBRIDGE offered her belief that this is the sponsors'
intent and deferred to Representative Hawker.

REPRESENTATI VE HAWKER drew attention to line 6 of Amendnent 7,
which states "if the conmi ssion finds that the applicant is fit,
willing, and able ...." This allows the RCA to determine if the
applicant is able and if s not, there is no affirmtive
obligation that the applicant receive the contract carriage
certificate.

REPRESENTATI VE SEATON expressed his appreciation for this
clarification on the record.

REPRESENTATI VE HAWKER assured conmmittee nmenbers that it is not
the sponsors' intent to in any way gane the system

1: 52: 11 PM
REPRESENTATI VE TARR asked whether continual extension is a

possibility and suggested a |limt to the nunber of extension
peri ods.
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M5. DELBRIDGE replied the conmission could only extend the
period for the duration of the delay caused by an applicant not
providing the necessary required information; it does not
trigger another 180 day period. She referred to lines 11-12 of
Amendnent 7, which state that the conm ssion can extend the
period for consideration by the duration of the delay. She said
this offers a balance to the RCA to not allow an applicant to
delay and "run out the clock™ while applying pressure to the RCA
to be responsive during the allocated tine frane.

1:53: 41 PM

REPRESENTATI VE SEATON presuned that even if the time period is
extended for the applicant to provide additional information,
the RCA wll have sufficient tine to analyze the submtted
mat eri al s.

REPRESENTATI VE HAWKER responded the |anguage in Amendment 7 is
not the circunstance being described by Representative Seaton.

1: 55: 12 PM

REPRESENTATI VE TARR renoved her objection to the Anendnment 7.
There being no further objections, Arendnment 7 was adopt ed.

1:55: 33 PM

REPRESENTATI VE HAWKER noved to adopt Anendnent 8, |abeled 28-
LS0021\ O 6, Bull ock, 2/26/13, which read:

Page 12, line 13, follow ng "pipeline.":

Insert "On the date that the in-state natural gas
pi peline project becomes operational, the corporation
shall make available to the public information that
woul d ot herwi se be exenpt from public disclosure under
this subsection or (g) of this section, unless the
corporation determ nes that

(1) mai ntaining the confidentiality of the
information is necessary to protect the economc
interests of the corporation or the state; or

(2) di sclosure of the information wll
violate the terns of a confidentiality agreenent or
ot her agreenent to which the corporation is a party or
that is binding on the corporation.”

REPRESENTATI VE SEATON obj ected for di scussion purposes.
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1:55: 44 PM

M5. DELBRIDGE explained Arendnent 8 is a response to concerns
for the accountability of the confidentiality provisions in the

proposed bill. The anmendnment would require that AGDC rel ease
confidentially held information once a pipeline is operational
provided the release wll not adversely affect the econonc

interests of the state and is not covered by third party
confidentiality agreenents.

REPRESENTATI VE SEATON renoved his objection to the Anmendnent 8.
There being no further objection, Amendnent 8 was adopt ed.

1: 56: 48 PM

COCHAIR FEIGE noved to adopt Anmendnment 9, | abel ed 28-
LS0021\ O 10, Bullock, 3/1/13, which read:

Page 9, follow ng line 25:

I nsert a new subsection to read:

"(b) Upon conmmencenent of construction of an in-
state natural gas pipeline, the corporation shal
anal yze potential natural gas pipelines connecting to
i ndustrial, residential, or utility custoners in other
regions of the state. If the corporation finds that a
natural gas pipeline analyzed under this subsection is
in the best interest of the state and can neet the
needs of industrial, residential, or utility custoners
at conmercially reasonable rates, the corporation
shall finance, construct, or operate the natural gas
pi pel i ne as necessary. Wen devel opi ng or constructing
a connecting line, the <corporation shall, to the
maxi num  extent f easi bl e, use exi sting | and,
structures, real or personal property, rights-of-way,
easenents, or other interests in land acquired by the
corporation.”

Rel etter the follow ng subsections accordingly.
REPRESENTATI VE HAVWKER obj ected for di scussi on purposes.
1: 57: 00 PM
CO CHAI R FEI GE expl ai ned the purpose of Amendnent 9 is to define
for AGDC that, upon conmencenent of pipeline construction, AGDC

begin | ooking at how to connect other parts of the state to that
in-state gasline. It is his intention that this be directed at
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whol esal e custoners, not for AGDC to analyze hooking up to
everybody's house all over Alaska, but sinply to look at
particular regions that could benefit from the wholesale
shi prent of gas through "whatever size pipeline" to address the
energy needs of those particular areas. For example, if a
pi peline conmes down to Valdez, perhaps a connecting line from
G ennallen over to Palnmer is a logical choice; if a line cones
down to the Point MacKenzie area, perhaps a |line connecting the
ENSTAR grid over to the Gennallen area is logical. Once a nmain
line is constructed, AGDC should start |ooking at possible spur
lines to industrial users and as much of the state as possible.

REPRESENTATI VE TARR requested the sponsor to comment on whet her
"upon conmencenent of construction" would cone too late in the
process to acconplish the intended goals of the amendnent. She
suggested that a nore appropriate time wuld be "upon
commencenent of design.”

M5. DELBRIDGE offered her belief that the timng is perfect in

the proposed anmendnent, as AGDC will be 100 percent focused on
the gasline during the construction phase. Once the pipeline is
conplete, opportunities wll occur both immediately and many

years later for industrial users to | ook at other pipelines.
2:00: 26 PM

CO CHAIR FEI GE concurred with Ms. Del bridge. Putting it at the
point of construction elimnates any potential changes that
could occur up to that point because there could be several
iterations of pipeline design. Once construction is started, a
deci sion has been arrived at as to where the pipeline is going,
wherever that is, and that will be a nuch better point in the
engi neering process for deciding where to make connecti ons.

REPRESENTATI VE TARR expressed agreenent for maximzing in-state
opportunities, and explained that her <concern was for any
[imtation to other opportunities during the design phase.

2:01: 43 PM

REPRESENTATI VE SEATON requested clarification as to whether the
proposed anendnent's intent is for conpletion of construction or
for comrencenent of construction.

M5. DELBRIDGE replied she m sspoke; the anendnent's intent is

for comencenent of construction. After construction begins,
AGDC woul d be available to work on other aspects of the project.
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2:03: 24 PM

REPRESENTATI VE TUCK offered his belief that obtaining reasonable
commercial rates mght be better achieved prior to conmmencenent,
because upon comrencenent the volume should already be sold. He
t herefore inquired whether |ooking at connections should be done
prior to comencenent.

CO- CHAIR FEIGE responded that "commencenent of construction
works out just fine." He said AGDC should be able to deal wth
the relative volunes conpared to the overall capacity of the
pi peline, as AGDC would be selling to specific custoners.

REPRESENTATI VE TUCK expressed his support for the availability
of gas to Al askans prior to any export.

2: 05: 07 PM

CO CHAIR SADDLER drew attention to lines 5-7 of Anmendnent 9,
whi ch state: "If the corporation finds that a natural gas
pipeline ... is in the best interest of the state ...." He

asked whether this is standard |anguage and whether AGDC is
equi pped to nmake this finding.

MR. RICHARDS answered that "in the best interest" is applicable
to AGDC as the corporation would analyze the potential needs,
i ncluding those of the citizens of the state.

REPRESENTATI VE TARR requested clarification that AGDC does have
the authority to make a best interest finding as witten into
Amendnent 9.

MR. RICHARDS deferred to a legal opinion as to whether AGDC has
that ability.

2:06: 30 PM

KEN VASSAR, Legal Counsel to Alaska Gasline Devel opnent
Corporation (AGDC), Birch, Horton, Bittner, & Cherot, replied
that with the adoption of Amendment 9 AGDC would have the
authority to make this finding.

CO- CHAIR SADDLER questioned whether the |anguage regarding
comencenent or conpletion of construction is workable.
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MR. RI CHARDS responded it is workable | anguage, saying that AGDC
is currently in the design phase of the project and it 1is
premature to make any determ nations on other needs. He noted
that during open season anyone can request access to the
pipeline and said this is another decision point that AGCDC
shoul d make before it anal yzes new access points.

CO- CHAI R SADDLER inquired whether M. Richards is saying that
during open season AGC wll entertain requests for buyers at
destinations other than the one main term nus of the spur |ine.

MR. RICHARDS answered that AGDC is currently in the design
process, and analyzing the routes from the North Slope to
Fai rbanks and to the Cook Inlet. During open season, AGDC w ||
be able to identify the cost for shipnent and operation of the

pipeline. This will be the point where it will becone a viable
project for neeting the needs and intent for providing energy to
Al askans, and it is after this point that it will be the tine to
anal yze other connection points. In further response, he

confirmed that upon comrencenent of construction is the best
time to begin the anal ysis.

2:08: 38 PM

REPRESENTATI VE TARR asked how difficult it is to add additiona
pipeline to the main pipeline at a later tine.

MR. RICHARDS replied it is relatively easy under the current
plan for |ean gas conposition to design and construct take-offs
from the main pipeline. He explained nore gas can be flowed
t hrough the pipeline by adding additional conpression, up to the
limtation set by the Al aska Gasline Inducenent Act (AGA) of
500 mllion cubic feet.

CO CHAI R SADDLER expressed his understanding that the intent of
Amendnent 9 is that AGDC nake progress toward the mainline, and
after construction has comrenced that AGDC is to determne
whether it will provide gas at other term nuses.

2:10:16 PM

REPRESENTATI VE HAWKER renoved his objection to the Anmendnent 9.
There being no further objection, Amendnent 9 was adopt ed.

2:10: 40 PM
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REPRESENTATI VE TARR noved to adopt Anendnent 10, |abeled 28-
LS002\ O 13, Nauman/Bul | ock, 3/2/13, which read:

Page 1, line 4, followng "fund;"

Insert "requiring |egislative approval before
construction of an in-state natural gas pipeline
devel oped by t he Al aska Gasl i ne Devel opnent
Cor poration;"

Page 10, following line 9:

I nsert a new subsection to read:

"(e) The corporation nmay not begin to construct
an in-state natural gas pipeline before project
sanction and before receiving authorization by law to
proceed with the construction. In this subsection,

(1) "authorization by law' neans a |aw
passed by the legislature and enacted into law or an
appropriation for the construction of the pipeline
that is not entirely vetoed;

(2) "sanction” nmeans having financia
commitnments that are adequate to proceed with the
construction of the in-state natural gas pipeline."

REPRESENTATI VES HAWKER obj ect ed for di scussion purposes.
2:10:46 PM

REPRESENTATI VE TARR expl ained that Anmendnent 10 would maintain
the necessity for legislative approval before construction of
the in-state pipeline, and its significant financial obligation.
She referred to the original version, prior to the sponsor
substitute, which had stated a need for |egislative approval,
but was subsequently renoved by the sponsor substitute.

REPRESENTATI VE HAWKER said the language in the current bill is
quite precise and the pieces not included are unnecessary. The
reason for the structure of the proposed bill is to "foster and
nove the state forward with one goal, and that is getting
Al aska's gas to the hands of Alaskans as soon as possible, at
the | east possible cost.” He stated he will be giving this sane
response for each of the upcom ng proposed anmendnents. He said

his major policy objectives are to present a market based
proj ect supported by private sector conmtnents, reduce the risk
and cost of the project, and allow AGDC to be as efficient and
flexible as possible to represent Alaska's interest for any
proj ect . He declared his respect for the separation of powers
between the legislative and executive branches in Al aska. He
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offered his belief that history will validate his concern that
| egi slative mcro-nmanagenent has led to the failure of every
gasl i ne devel opnent to date in Alaska. He offered his hope that
history will not repeat itself. He argued that the proposed
amendnment i s unnecessary as it is not possible to spend noney in
Al aska wi thout | egislative approval.

M5. DELBRI DGE added that the sponsors object to Anmendnent 10
because any sanctioning necessary by the legislature will create
uncertainty for any potential custoners and partners, and wl|
increase risk and uncertainty for AGDC.

2:15:58 PM

REPRESENTATI VE SEATON understood that the previous |anguage in
the bill was reliant on state noney to finance the pipeline, and
that it nust still cone back to the legislature for financing

He asked for clarification that AGC does not have the ability
to obligate the state without |egislative approval

V5. DELBRI DGE responded that the legislature retains the ability
to appropriate funding, and w thout an appropriation AGC cannot
cormit and involve itself in a project, other than to issue
revenue bonds.

2:17: 09 PM

REPRESENTATI VE JOHNSON opined this needs to be a business
decision, not a political decision.

2:17:41 PM

REPRESENTATI VE P. WLSON stated that i nvol venent of the
|l egislature raises a red flag of risk to a producer, so she wll
be voting agai nst Amendnment 10.

2:18: 06 PM

REPRESENTATI VE TUCK offered his support for Amendnent 10, saying
the legislature has a fiduciary responsibility for the project.
Si xty percent of the non-governnental nega-projects throughout
the world have failed, he said. The legislature cannot rely on
the nmarkets to make the best decisions, or a gas pipeline would
have al ready been started. Government needs to be involved and
the legislature nust make solid decisions. The anmendnment w ||
allow for the legislature to sanction the project, sonething the
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public wants. He argued the people of Al aska have elected the
| egi sl ature to make t hese decisions, not a five-nenber board.

2:19:21 PM

CO CHAI R FEI GE understood the intent of Amendnent 10, but said
if state nobney is going to be spent on a pipeline it 1is
i ncunbent upon the legislature to authorize the funding. The
| egi slature should not block any private investnent in the
state, he continued, and Anendnment 10 could be construed as a
roadbl ock. He said he does not support the anendnent.

2:20: 29 PM

REPRESENTATI VE TARR pointed out that a simlar provision had
been in the Al aska Stranded Gas Devel opnent Act, which protected

the state from any bad decisions. She expressed her
appreciation for all the work done by the bill sponsors and
staff. She said the anmendnents that she is offering are to
ensure transparency, nmaxinmm benefit for Alaskans, and an
appropriate level of oversight. She rem nded the commttee that
AGDC coul d issue up to $8 billion in revenue bonds.

2:21: 38 PM

M5. DELBRIDGE explained that any revenue bonds are linmted to
only AGDC s backing, so the State of Al aska would not be on the
hook for any of them

REPRESENTATI VE HAWKER added that only a general obligation bond
voted by the people of Alaska carried the full faith and credit
of the state.

REPRESENTATI VE TARR asked who would be responsible should AGDC
default on the bonds and would the state have a noral obligation
for payment.

M5. DELBRIDGE replied the noral obligation is for the capita

reserve fund that AGDC can create to back its interest paynents
on those bonds. If AGDC created a capital reserve fund, then
the state's noral obligation within this legislation wuld be to
repl eni sh what ever anount AGDC needs to draw out of that fund

but it is not to sinply back the bonds entirely.

REPRESENTATI VE TARR maintained her point that it could be a

substanti al anount of noney and therefore having sone
| egi sl ative oversight is a good thing.
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2:23: 01 PM

CO CHAIR SADDLER directed attention to line 18, page 2, of the
proposed bill, which states that development of the pipeline is
in the best interest of the state. He opined that placenent of
any obstacle is contrary to the point of the bill.

2:23:30 PM

REPRESENTATI VE HAVWKER mai nt ai ned his objection to Anmendnent 10.
2:23:35 PM

A roll call vote was taken. Representatives Tarr and Tuck voted
in favor of Amendnent 10. Representati ves Johnson, d son,
Seaton, P. WIson, Hawker, Feige, and Saddler voted against it.
Therefore, Anendnment 10 failed by a vote of 2-7.

2:24.31 PM

REPRESENTATI VE TUCK noved to adopt Anmendnent 11, |abeled 28-
LS0021\ O. 18, Bullock, 3/2/13, which read:

Page 2, lines 1 - 2:
Delete "relating to procurenent by the Al aska
Gasl i ne Devel opnent Cor poration;”

Page 2, lines 7 - 8:

Delete "relating to the procurement of certain
services by the Alaska Natural Gas Devel opnent
Aut hority;"

Page 6, line 18:
Delete "(a)"

Page 6, lines 24 - 25:
Delete all material.

Page 15, line 8:
Delete "the State Procurenent Code and"

Page 15, |ine 10:
Del ete "AS 36.30 (State Procurenent Code) and”

Page 25, lines 12 - 16:
Delete all material.
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Renunber the follow ng bill

sections accordingly.

Page 36, lines 14 - 15:

Del ete "The procurenent of services under this
subsecti on i S exenpt from AS 36. 30, i ncl udi ng
AS 36.30.015(d) and (f)."

Page 52, |ine 13:

Del ete "sec. 8"

| nsert "sec. 7"

Del ete "sec. 9"

| nsert "sec. 8"

Page 52, |ine 14:

Del ete "sec. 10"

| nsert "sec. 9"
Page 52, lines 14 - 15:

Del ete "sec. 11"

| nsert "sec. 10"
Page 52, |ine 16:

Delete "secs. 3 and 8 11

I nsert "secs. 3 and 7 10"
Page 52, line 17:

Delete "secs. 3 and 8 11"

| nsert "secs. 3 and 7 10"
Page 52, |ine 19:

Del ete "sec. 8"

| nsert "sec. 7"

Del ete "sec. 9"

| nsert "sec. 8"
Page 52, |ine 20:

Del ete "sec. 10"

| nsert "sec. 9"
Page 52, lines 20 - 21:

Del ete "sec. 11"

| nsert "sec. 10"

REPRESENTATI VE JOHNSON obj ected for di scussion purposes.

2:24: 41 PM
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REPRESENTATI VE TUCK stated Anmendnent 11 would keep the state

procurenent code. He offered his belief that the state's
procurenent code neets the needs of a pipeline project because
there is the ability to single source small and energency

procurenents and for flexible procurenment. The procurenent code
ensures the best price and the best deal and requires pre-
qualification for certain bids. He disagreed that a project
woul d be del ayed because of the appeal process, saying it is
usually the bidders appealing if there is a problemwth the bid
and in the past that has saved the state a | ot of noney.

M5. DELBRIDGE said the sponsors object to Amendnent 11 because
the state procurenment code is not witten for a project of this
magni t ude. She related that AGDC has concerns that the state
procurenent code will create delays and cost the project nore
She noted AGDC was exenpted from the state procurenent code in
2010 with the passage of House Bill 369. The proposed bill
would transition the existing exenption from a subsidiary
corporation of AHFC created to do gaslines and noves it into
AGDC as its new stand-al one state corporation.

2:27:24 PM

REPRESENTATI VE TUCK added that 60-90 days is adequate for
solicitation for a major project. He said personnel would have
to be trained for any type of procurenment, no nmatter what the
project, to ensure clarity and a fair, open process. He pointed
out that the state's procurenent has been centralized for
maxi mum ef fi ci ency.

2:28:24 PM

REPRESENTATI VE TARR inquired whether the state procurenent code
was in place when the Trans-Al aska Pipeline System (TAPS) was
built.

M5. DELBRIDGE replied she is unsure, but said that since it was
not a state entity that built TAPS, the private sector would not
have been subject to this code.

REPRESENTATI VE P. WLSON remarked she did not have nuch faith in
the state's procurenent people and offered her belief that nmany
of the procurenents were not the cheapest avail abl e.

REPRESENTATI VE TUCK responded the state does hundreds of
mllions of dollars' worth of projects every year.
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2:29:51 PM
REPRESENTATI VE HAVWKER nai nt ai ned his objection to Anendnent 11
2:29:56 PM

A roll call vote was taken. Representatives Tarr and Tuck voted
in favor of adopting Amendnent 11. Representatives Johnson,
A son, Seaton, P. WIson, Hawker, Saddler, and Feige voted
against it. Therefore, Anendnent 11 failed by a vote of 2-7.

2:30: 58 PM

REPRESENTATI VE TARR noved to adopt Anendnent 12, |abeled 28-
LS0021\ O. 20, Bullock, 3/2/13, which read:

Page 46, lines 7 - 9:
Delete all material and insert:
"(d) A contract carriage certificate issued by
t he conmi ssion
(1) shall require that a public utility in
the state have priority over other shippers if the
transportation capacity of an in-state natural gas
pi peline is reduced; and
(2) may include other reasonable terns and
conditions that are consistent with this chapter and
that are for the nutual Dbenefit of the in-state
natural gas pipeline and the public.”

REPRESENTATI VE HAVKER obj ect ed for di scussi on purposes.
2:31: 08 PM

REPRESENTATI VE TARR expl ai ned Amendnent 12 woul d ensure that in-
state gas would have priority with a contract carrier, which
woul d ensure the nmaxi mum benefit for Al askans.

M5. DELBRIDGE said the sponsors object to Amendnent 12 as there
is currently a provision in the proposed bill which directs the
RCA to ensure that the public utilities have the necessary gas
if there is an imediate threat for public safety, health, and
wel f are. She pointed out that public utilities have an equal
standing for negotiation of terms with a contract carrier, and a
utility can request preferential treatnment in its contract.
Responding to Representative Tarr, M. Delbridge said the public
utilities have an opportunity to negotiate the provisions in the
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contracts for gas shipnent in the pipeline to include
preferential treatnent over other users, if necessary.

REPRESENTATI VE TARR requested an explanation of pre-subscription
agreenents which do not include utilities, and asked whether the
utilities would be able to negotiate a preferential treatnent
after the open season.

MS. DELBRIDGE answered that the rates and operating terns are
included within those agreenents and that there are other
provi sions which are not part of these terns. She offered as an
exanple a negotiable preference for a public utility should

there be a problem in the pipeline, provided that all the
simlarly situated shippers have the sane opportunity to
negotiate simlar terns. She noted that the carrier has to

justify any provision that is not applicable to everyone.
2:35:21 PM

REPRESENTATI VED HAWKER mai nt ai ned his objection to Armendnent 12.
2:35:28 PM

A roll call vote was taken. Representatives Tarr and Tuck voted
in favor of +the adoption of Amendment 12. Representati ves
Johnson, dson, P. WIson, Hawker, Saddler, and Feige voted
against it. Therefore, Anendnent 12 failed by a vote of 2-6.

2:36:23 PM

REPRESENTATI VE TARR noved to adopt Anendnent 13, |abeled 28-
LS0021\ O 22, Bullock, 3/2/13, which read:

Page 12, following line 13:
I nsert a new subsection to read:

"(1) Not wi t hstandi ng any contrary provision of
law, a contract to sell all or a portion of an in-
state natural gas pipeline is public information and
may be disclosed to the public.”

REPRESENTATI VE HAVWKER obj ected for di scussi on purposes.

REPRESENTATI VE TARR explained Anmendnment 13 is offered to
mai ntai n transparency, oversight, and public disclosure.

2:36:56 PM
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M5. DELBRIDGE stated the sponsors object to Anendnent 13 in
|arge part due to its broadness, as the proposed anendnent is
guessing the future and the rel evance. She opined that future
contracts could have terns and conditions that are necessary to
keep confidential in order to protect re-sale val ues.

REPRESENTATI VE JOHNSON offered his belief that Anmendnent 13 has
absolutely no teeth, is totally unnecessary, and is "a waste of
good ink."

REPRESENTATI VE HAVWKER said Amendnent 13 would supersede all of
the confidentiality provisions, which could well conpromse the
value of the state asset being sold on a commercial narket. He
expressed his concern for the legislature trying to m cro-mnage
the future and to anticipate things that it has absolutely no
know edge of right now. The proposed anendnent "could do the
state incredible conpetitive harm if we were attenpting to
mar ket sonet hi ng of val ue,” he argued.

REPRESENTATI VE TUCK pointed out that the legislature is
attenpting to get accurate information to nmake better deci sions.
He noted that, although talented people have witten the
proposed bill, there are also talented people elected to public
of fice who need accurate information to nmake better deci sions.

2:39:31 PM

CO CHAI R FEI GE observed that Amendnent 13, as witten, makes no
nmention whether the state has an ownership interest in the
pi peline; therefore, any ownership would be subject to public
di scl osure. He offered his belief that a requirenent could be
i ntroduced should the state take any ownership in the project.
He declared that the proposed anmendnent would be an obstacle to
any investors and stated he will vote against the anendnent.

2:40: 30 PM

REPRESENTATI VE HAVWKER nai nt ai ned his objection to Anendnent 13.
2:40: 39 PM

A roll call vote was taken. Representatives Tarr and Tuck voted
in favor of the adoption of Amendment 13. Represent ati ves
Johnson, dson, P. WIson, Hawker, Saddler, and Feige voted
against it. Therefore, Anendnent 13 failed by a vote of 2-6.

2:41: 26 PM
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REPRESENTATI VE TUCK nobved to adopt Anmendnent 14, |abeled 28-
LS0021\ O. 24, Nauman/Bul | ock, 3/2/13, which read:

Page 10, following line 9:
I nsert a new subsection to read:

"(e) To the maxi mum extent permtted by |aw and
bef ore t he conmencenent of constructi on, t he
corporation or its agent shall negotiate a project
| abor agreenent for the construction of the natural
gas pipeline. In this subsection, "project |abor
agreenent” nmeans a conprehensive coll ective bargaining
agreenent between the corporation or its agent and the
appropriate |abor representatives to ensure expedited
construction wth |abor stability by enploying
qualified residents of the state.™

REPRESENTATI VE HAVWKER obj ected for di scussi on purposes.

REPRESENTATI VE TUCK expl ai ned that Anmendnent 14 would reinstate
the project |abor agreenment |anguage, simlar to the Al aska Gas
| nducenent Act (AG A), so that the project would have a |abor
agr eenent .

2:42: 04 PM

REPRESENTATI VE HAWKER repeated that one of his policy objectives
as a sponsor of the bill is to deliver Al aska gas to Al askans at
the |east possible cost because that translates into what a
consunmer wll pay at the burner tip. Mandating the | abor
agreenents would increase that cost to consuners, he said. He

enphasized that this is not a statenent of disrespect to
organi zed | abor and added that there is roomfor Alaska's entire
wor kforce to go to work on this project. He declared his desire
to avoid any inpedinment to any segnent of the workforce, or to
conprom se the ability of AGDC to deliver a project at the |east
possible cost. It is best to allow the market to prevail, which
will bring the greatest Al aska workforce into play and wll
result in the | owest possible cost to consuners.

2:43: 25 PM
REPRESENTATI VE TARR voi ced her support for Anendnent 14, stating
that this project should be for the maxi mum benefit to Al askans,

and should not have the nunmerous out of state workers that TAPS
hi r ed.
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2:44:00 PM

REPRESENTATI VE TUCK declared it is an unknown that the cost
woul d i ncrease. He reported that a class he attended for nega-
projects discussed project |abor agreenments and the related
success for nega- pr oj ect s. The class instructors said
agreenents offer consistency with the best trained workers. He
pointed out that the State of Alaska only has a 30-day
requi renent for residency, whereas the U S. Departnent of Labor
requires a year of residency to enroll in approved
apprenticeship prograns. He nmaintained that the proposed
anmendnent woul d further guarantee the training of Al askans for
this project, and would keep "the good ol' boy system out of
sendi ng our workers up on this pipeline."

CO CHAI R SADDLER asked if there is anything in the proposed bil
that woul d prohibit negotiation of a | abor agreenent.

M5. DELBRIDGE replied that there is nothing in proposed HB 4
that would prohibit a project |abor agreenent.

2:45: 22 PM

REPRESENTATI VE TARR rem nded the conmttee that this |anguage
was repealed in a previous anendnent and offered her support for
Anendnent 14.

M5. DELBRIDGE clarified that the earlier |anguage to the project
| abor agreenent was conforming |anguage and did not nmake this
proj ect subject to a project |abor agreenent.

2:45: 58 PM

REPRESENTATI VE HAVWKER mai nt ai ned his objection to Anendnent 14.
2:46: 04 PM

A roll call vote was taken. Representatives Tarr and Tuck voted
in favor of the adoption of Anmendnent 14. Represent ati ves
Johnson, dson, P. WIson, Hawker, Saddler, and Feige voted
against it. Therefore, Anendnent 14 failed by a vote of 2-6.
2:46: 46 PM

REPRESENTATI VE TUCK noved to adopt Anendnent 15, |abeled 28-
LS0021\ O 25, Bullock, 3/2/13, which read:
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Page 10, lines 24 - 26:

Delete "In this subsection, "state entity" nmeans
a state departnment, authority, or other admnistrative
unit of the executive branch of state governnent, a
public wuniversity, or a public corporation of the

state.”
Page 11, line 14, follow ng "corporation":

Insert ", except that a successor in interest
that is not a state entity is Iliable for any

appl i cabl e appraisal or rental cost”

Page 12, following line 13:
I nsert a new subsection to read:

"(1) In this section, "state entity" nmeans a
state departnent, authority, or other admnistrative
unit of the executive branch of state governnent, a
public wuniversity, or a public corporation of the
state.”

Page 24, following line 10:
I nsert a new subsection to read:

"(c) Not wi t hstanding the exenption in (a) of
this section, a person that is not a state entity that
acquires property owned by the corporation shall pay
the taxes or assessnents that would have otherw se
been due during the three cal endar years preceding the
year of acquisition had the property not been exenpt
under (a) of this section.™

Page 51, |ine 28:
Del ete "a new subsecti on”
| nsert "new subsecti ons"

Page 52, following line 5:
I nsert a new subsection to read:

"(e) Notwi t hstanding the exenption in (d) of
this section, a person that is not a state entity that
acquires the natural gas pipeline project described in
(d) of this section shall pay the taxes that would
have otherwise been due during the three cal endar
years preceding the year of acquisition had the
taxabl e property not been exenpt under (d) of this
section.”

REPRESENTATI VE HAVWKER obj ected for di scussi on purposes.
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2:47:01 PM

REPRESENTATI VE TUCK expl ai ned Anmendnment 15 would ensure that,
shoul d the corporation or state entity be sold, any taxes waived
to local nunicipalities and governnents would be back paid for
up to three years, and then nunicipal taxes would be instituted
goi ng forward.

REPRESENTATI VE HAWKER said he calls Anmendnent 15 the "make the
consuners pay anendnent."” He repeated that the objective of the
proposed bill is to reduce project risk, to make the project
nost efficient, and to deliver a project at the |east possible
cost to Al askans. He stated he cannot see any reason to put
into statute |anguage that could inpede the interest in the
private sector in this project or any |anguage that would
necessarily increase the price of gas sold to Al askans, which he
argued woul d occur should this anendnent pass.

2:49: 13 PM

REPRESENTATI VE JOHNSON asked where the noney would cone fromto
pay the back taxes, as all the tariffs would be set.

REPRESENTATI VE TUCK replied it would cone fromthe purchasers.

REPRESENTATI VE JOHNSON asked if that would increase the tariff
and cause the consunmer to pay nore.

REPRESENTATI VE TUCK responded that contracts would already be
secured, and, if the goal is to keep tariffs low, then the state
woul d mai ntain contr ol

CO- CHAIR SADDLER asked what would be the effect of this
amendnent on the finances of any project.

2:50: 36 PM

DARYL  KLEPPI N, Manager , Commer ci al Team Al aska Gasline
Devel opnent Cor por ati on (AGDQO) , Al aska Housi ng Fi nance
Corporation (AHFC), Departnent of Revenue (DOR), said the inpact
of retroactive taxation on the sale of a portion or the entire
pi peline would nmake the sale financially nore difficult and
would lower the price due to the liability for the back taxes.
He offered his belief that the provisions would also meke the
project nore difficult to finance and result in higher interest
rates. In further response to Co-Chair Saddler, he agreed there
woul d al so be a higher tariff rate.
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2:51:38 PM

REPRESENTATI VE TARR offered her appreciation for Anmendnent 15,
saying its goal is to encourage the project to remain a state
entity because of the substantial investnent. She offered an
exanple of a state asset that was sold and is still not
responsi bl e for paynment of any property tax.

2:52:41 PM

REPRESENTATI VE OLSON asked M. Fauske if he has seen anything
like this on a | arge project.

DAN FAUSKE, President, Alaska Gasline Developnment Corporation
(AGDC) ; CEQ Executi ve Di rector, Al aska Housi ng Fi nance
Corporation (AHFC), Departnent of Revenue (DOR), replied the ad
valorem tax would start after an initial waiver during the
construction period. He reported that initiating a previously
owed tax would make this extrenely difficult.

2:53:34 PM

REPRESENTATI VE HAVWKER nai nt ai ned hi s objection to Anendnent 15.
2:53:39 PM

A roll call vote was taken. Representatives Tarr and Tuck voted
in favor of the adoption of Amendnment 15. Represent ati ves
Johnson, dson, P. WIson, Hawker, Saddler, and Feige voted
against it. Therefore, Anendnent 15 failed by a vote of 2-6.
2:54: 23 PM

REPRESENTATI VE TARR noved to adopt Anmendnent 16, |abeled 28-
LS0021\ O 26, Bullock, 3/2/13, which read:

Page 1, lines 8 - 10:

Delete "relating to judicial review of a right-
of -way | ease or an action or decision related to the
devel opment or construction of an oil or gas pipeline
on state land;"

Page 31, line 28, through page 32, |ine 24:
Delete all material .

Renunber the follow ng bill sections accordingly.
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Page 50, lines 26 - 27
Del ete "Except as provided in AS 38.35.200(c), a"
| nsert "A"

Page 53, |ine 29:
Delete "lines"
| nsert "line"

Page 53, |ine 30:
Delete "(1)"

Page 54, lines 1 - 3:
Delete "carrier"; and
(2) AS 38.35.200 from "Judicial review of
deci sions of conmm ssioner on application" to "Judici al
review ""
| nsert "carrier.

REPRESENTATI VE HAVKER obj ect ed for di scussion purposes.

2:54: 34 PM

REPRESENTATI VE TARR expl ained Anendnent 16 addresses judici al
revi ew. She drew attention to a February 12 nenorandum
[included in nenbers' packets] from Legislative Legal and
Research Services addressing the issue of Ilimting judicial
revi ew. She read from page 1, paragraph 1, of the nenorandum
"Although the legislature has the power to establish

jurisdiction for the courts under art. IV, sec. 1, Constitution
of the State of Al aska, what the legislature categorizes as an
issue of jurisdiction may be found by the courts to be a
violation wunder the separation of powers doctrine.” She
declared that Anmendnent 16 attenpts to ensure that the
separation of powers is not violated by returning to the
proposed bill Article IV, sec. 1, regarding judicial review

2:58:10 PM

CORI BADGLEY MLLS, Assistant Attorney GCeneral & Legislative
Liaison, Legislation & Regulations Section, Cvil D vision
(Juneau), Departnent of Law (DOL), in response, said that the
Legi slative Legal and Research Services nenorandum for judicia
review expresses simlar concerns to those of the Departnent of
Law (DAQL). She opined that this could be decided in either
direction, should a ruling be necessitated by the courts. She
stated that DOL does not have a definitive opinion, and noted
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that there are other places in statute where judicial review has
been limted. She expressed agreenment with the menorandum

2:59:23 PM

BONNI E HARRI'S, Senior Assistant Attorney General, Ol, Gas &
Mning, Civil D vision (Anchorage), Departnent of Law (DQ),
agreed with Ms. Badgley MIIs that the Departnent of Law does
not have a conclusive answer for whether a court would accept

this. Generally, she said, the nore restrictive a provision
toward the public having access to the courts the nore likely
the court is to strike it down or not consider it. She said DOL

agrees with Legislative Legal and Research Servi ces.
3:01:12 PM

REPRESENTATI VE HAWKER sai d the sponsors absolutely believe that
this is a reasonable nmanifestation of limtation on the judicial
revi ew. This limtation falls within the overarching policy
objective of nost efficiently noving a project forward, and of
mnimzing project risk to every environnmental organization and
person with an ax to grind, and everyone who does not agree wth
what color the pipeline is, and who steps in sinply to frustrate
and prevent a project from going forward on a tinely basis.
Every tinme there is a delay, every tinme there is a |egal
i npedi ment, it costs noney; every tine it costs noney that noney
is going to have to be paid for by a consuner. The sponsors
want to err to the greatest extent possible on the side of the
consuner on an efficient conpletion of any pipeline project.
Both the Trans-Alaska Pipeline System (TAPS) and the Al aska
Gasline Inducenent Act (AG A had simlar provisions recognizing
that the public interest is a justification for reasonable
[imts on judicial review He said he therefore presunes that a

court looking at this wll wuphold the responsible Ilevel of
judicial review that is in this bill that the amendnent proposes
to renove. He requested the committee to not approve this
amendment .
3:03: 07 PM

REPRESENTATI VE TUCK stated he does not |ike the idea of getting
rid of all the checks and bal ances. Amendnent 15 is a way of
keepi ng consumer and public protections in place, he said, and
he will be supporting it.

REPRESENTATI VE JOHNSON pointed out projects in Al aska that were
sl owed down by |awsuits. He said he does not want that to
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happen in the future and the proposed bill ensures that that is
not an option [with this project]. He reiterated that TAPS and
Ad A have this sane kind of |anguage.

3:04:15 PM

REPRESENTATI VE TARR nmintained that if everything is done right
and in an efficient way there will never be a need to go to the
courts. She said she does not want to see a |law passed that is
i mredi ately open to chall enge because of this provision. In an
attenpt to prevent that from happening and to support the bill's
sponsors in this effort to be efficient and push this project
al ong, she is hoping Arendnent 16 will pass.

REPRESENTATI VE JOHNSON said the state has done things right tine
after time only to be sued and said there is no right when
peopl e want to sl ow down or stop a project.

3:05:14 PM

REPRESENTATI VE JOHNSON mai nt ai ned his objection to Arendnent 16.
3:05:19 PM

A roll call vote was taken. Representatives Tarr and Tuck voted
in favor of the adoption of Amendnment 16. Represent ati ves
Hawker, Johnson, dson, P. WIson, Feige, and Saddler voted
against it. Therefore, Anendnent 16 failed by a vote of 2-6.
3:06: 06 PM

The commttee took an at-ease from3:06 p.m to 3:25 p. m

3: 25: 45 PM

REPRESENTATI VE TARR noved to adopt Anmendnent 17, |abeled 28-
LS0021\ O 32, Nauman/Bul | ock, 3/2/13, which read:

Page 5, line 15, follow ng "neeting."

I nsert "The board nmay neet and transact business
if public notice of the tinme and |ocation where the
meeting wll be held has been given for seven days or
nmore."

Page 5, line 28:
Delete "A"
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Insert "Except as provided in (d) of this
section, a"

Page 5, line 30, through page 6, line 1

Delete all material and insert:

"(d) For purposes of this chapter, a neeting of
the board mnmust be held in a single physical |ocation
to authorize the issuance of corporate bonds or an
expendi ture greater than $10, 000, 000. "

bjection to the anmendnent was voiced by Representative Hawker
and Co-Chair Feige.

3:26:13 PM

REPRESENTATI VE TARR, speaking to Anmendnent 17, noted the
commttee has discussed ensuring an efficient way for this
project to nove forward wi thout too nany del ays. At the sane
time, she is concerned about transparency and oversight and
therefore she pursued several different ways that the board
could be expanded or could involve the legislature in decision
maki ng. However, Legislative Legal and Research Services
informed her that Dbecause these board menbers would be
conpensated it would be a constitutional violation for a
| egislator to dually hold office and be conpensated [as a board

nmenber] . She cane up with Amendnment 17 to nmke these board
nmeetings nore transparent. Drawing attention to page 5, line
30, of the bill, she pointed out that with just 24 hours' notice

the board can hold a neeting, which concerns her given the
significant decision making that could take place. Also, as the
bill is currently witten, just three of the five nenbers of the
board can nmake a decision and they can do it electronically.
She expressed her concern about the security of such a system
and whether it would prohibit inpersonation of a board nenber
That only three board nenbers can neet over the phone does not
seem | i ke enough opportunity for the public to be aware of what
i s happening, she opined. Amendrment 17 would provide seven
days' notice rather than just 24 hours because it would be
difficult for anyone to be tracking that closely or be able to
attend that neeting for information gathering purposes.
Amendnent 17 would also require that the neeting be in person
for authorizing the issuance of corporate bonds or an
expenditure of over $10 mllion.

3:29: 34 PM
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REPRESENTATI VE HAWKER | ooped back to the overarching policy
obj ectives the sponsors have brought forth in this bill. He
said the first one is to keep AGC or any project AGC is
potentially involved in as insulated from political interference
as possible while maintaining adequate and appropriate
governance restrictions. The sponsors truly believe the
legislation before the commttee provides that adequat e
governance. Second, the sponsors want to nake AGDC as efficient
and as flexible as possible to be responsive to facts and
ci rcunst ances. The inability to act quickly is tantanount to
paral ysis, which does nothing but drive up costs and risk and,
at the end of the day, the consumer has to pay those costs. He
requested that Ms. Delbridge be allowed to provide nore detail
about the state's open neetings law and how it relates to this
| egi sl ation.

3:30: 56 PM

M5. DELBRIDGE clarified the provision for 24 hours' notice on
page 5 is an energency provision that is only adequate for
nmeetings of the board at which the issuance of corporate bonds
is to be heard. The 24 hours' notice is not acceptable under
this bill for any other kind of board neeting. The board is
subject to the Open Meetings Act, page 13, line 27, Section
31.25.130, which requires "reasonable public notice" for al
neetings that are required to be open under this section. The
reasonable public notice is not specific in state statute for
any of these boards wunder the Open Meetings Act because
reasonabl e depends on the circunstances in part. | f the board
has an action that it needs to take in an expedited manner and
only has 10 days advance of needing to do that, perhaps 10 days'
notice to the public or 7 days' notice is reasonable. If a
board is having a regularly scheduled quarterly neeting and
knows three nonths in advance that that is the case, two weeks
or nore mght be reasonable public notice. Sonme boards are
known to issue public notice of their neetings two nonths in
advance. The reasonable allows these boards and corporations of
the state under the Open Meetings Act to be flexible and to be
responsive to their duties and m ssions.

3:32:42 PM

M5. DELBRI DGE added that the 24 hour notice for bond issues is
an inportant provision for AGC. She said AHFC believes it has
never had to give only 24 hours' notice for issuing bonds. But
sonetimes there will be a regularly scheduled neeting in which
taking up a bond issuance is part of the neeting that is on the
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agenda and a small flaw is found during the review or
circunstances mght change while 1looking through that bond
i ssuance in the public neeting. There is the potential that the
bond folks need to conme back literally the next day wth a
refi ned package so that they can actually do the issuance that
they discussed at the neeting if there were any problens wth
it. That also prevents any delays if this is an optimal tinme to
i ssue these bonds or the market circunstances are such that they
do need to get on wth this quickly. Regarding a physical
neeting location, there is a potential that there wll be
mul ti pl e bond issuances, perhaps in a short frame of tine or a
long frame of tinme. Part of AGDC s ability to issue bonds in
this bill is that AGDC can decide whether it is one or nore
series and how to do that to nmaximze the benefits to Al askans
and to keep the project costs as |ow as possible. To ask that
t he board neet physically in the sane |ocation for that could be
very difficult for a board that has this degree of
specialization and in such a fluid and dynam c environnent as
bond i ssuances.

3:34:25 PM

REPRESENTATI VE TARR requested discussion in regard to having
just three people on the phone naking that deci sion.

REPRESENTATI VE HAWKER responded it is a policy call. The
sponsors coul d have put 200 people on this board had they wanted
to make sure that nothing ever got done. The sponsors could

have put one person on the board and made it a very efficient
operation, but it was felt that a three nenber board was a
reasonabl e conprom se specifically with the qualifications and
requi renents that are being placed upon those nenbers.

3:35:16 PM

REPRESENTATI VE HAVKER mai nt ai ned his objection to Arendnent 17.
3:35:21 PM

A roll call vote was taken. Representatives Tarr and Tuck voted
in favor of the adoption of Amendnent 17. Represent ati ves
Johnson, dson, P. WIson, Hawker, Feige, and Saddler voted
against it. Therefore, Anendnent 17 failed by a vote of 2-6.

3:36: 24 PM
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REPRESENTATI VE TUCK noved to adopt Anendnent 18, |abeled 28-
LS0021\ O. 33, Nauman/Bul | ock, 3/2/13, which read:

Page 7, line 7:

Del ete "personnel "

I nsert "president, vice-president, director of
adm ni strative services, and controller"”

Page 32, lines 25 - 27:
Delete all material and insert:
"* Sec. 14. AS 39.25.110 is anended by adding a new
par agr aph to read:
(44) t he presi dent, Vi ce- presi dent,
director of admnistrative services, and controller of
t he Al aska Gasline Devel opnment Corporation.”

bjection to the anendnment was voiced by Representatives Hawker
and Johnson.

3:36: 37 PM

REPRESENTATI VE TUCK expl ai ned Arendnment 18 woul d exenpt from the
State Personnel Act only the top four enployees named in the
bill rather than exenpting all enpl oyees.

M5. DELBRIDGE said the sponsors object to Amendnent 18. The
exenption from the State Personnel Act is critical for al

personnel, she said, in particular for the rank file that AGDC
anti ci pates having, which includes engineers, environnentalists,

permtters, designers, and commercial analysts. It is likely
these people will need to be hired quickly as needed in highly
specially areas. She noted that also exenpt from the State

Personnel Act are the Al aska Aerospace Corporation, AHFC, Al aska
| ndustri al Devel opnment and Export Aut hority (Al DEA), t he
Per manent Fund Corporation, Al aska Railroad Corporation, and,
through its parent corporation, the Alaska Student Loan
Cor por ati on.

3:38: 07 PM

REPRESENTATI VE TARR supported Anmendnent 18, noting information
was recently distributed about executive salaries and sonme of
the individuals named by M. Delbridge are exenpt from them
She related that her constituents have expressed concern about
substantial salaries, sonme of which are $350,000 annually.
Amendnent 18 would ensure there is sone latitude given in terns
of the high |level personnel and ensure reasonabl e pay.
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3:38: 58 PM
REPRESENTATI VE HAWKER nai nt ai ned his objection to Anendnent 18.
3:39: 07 PM

A roll call vote was taken. Representatives Tarr and Tuck voted
in favor of the adoption of Anmendnent 18. Represent ati ves
A son, P. WIlson, Hawker, Johnson, Feige, and Saddler voted
against it. Therefore, Amendnent 18 failed by a vote of 2-6.

3:39:52 PM

REPRESENTATI VE TUCK noved to adopt Anendnent 19, |abeled 28-
LS0021\ O. 35, Bullock, 3/2/13, which read:

Page 39, line 2:
Del ete "AS 42.08.320(b) - (d)"
I nsert "AS 42.08.320(b) - (e)"

Page 45, following line 13:
I nsert a new subsection to read:

"(e) Notwithstanding (b)(1l) of this section, the
commi ssion may not find that a precedent agreenent or
related contract is just and reasonable if the rate in
the precedent agreenment or related contract is |ess
than the cost of providing the service."

hjection to the anmendnent was voiced by Representatives
Johnson, Hawker, O son, and Fei ge.

REPRESENTATI VE TUCK recounted previous conmttee discussion
about how there can be agreenents that are |ess than the sticker
price. Amendnment 19 would set a floor, ensuring the state has a
fiduciary responsibility to Alaskans that it is not signing
agreenents that are less than the state's operating costs.

3:40: 26 PM

REPRESENTATI VE HAWKER sai d Anmendnent 19 does not recognize the
actual process that is undertaken when a project of this nature
is nmoved forward. The anendnent |anguage is unnecessary and
woul d insert financing risk, transaction risk, and project risk
as the project nust work with all the stakeholders that would
ultimately becone involved in the financing and execution of a
project. It would be telling regulators, such as the RCA that
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it cannot find sonmething just and reasonable if the rate is |less
than the cost of providing services. That is a second guess of
RCA's overarching objective which is to provide for the good of
the public. Approving a project that cannot even pay for itself
would be a horrible abrogation of the regulators own
responsi bilities. At the very core of the regulator processes
is that standard of reasonabl eness, whether the regulators are
| ooking at the sponsors of a project or the contracts underlying
a project. If those contracts are not reasonable and those
st akehol ders are not capable of performng in the best interests
of the state, the RCA's responsibility is to nake those
j udgnent s. Including this proposed |anguage neans it is
sonmething regulators nust interpret as to what legislators are
tal king about, which inserts anbiguities and that is why the
sponsors woul d prefer not to include this provision in the bill.

3:43: 09 PM

CO CHAI R SADDLER said the anmendnent rem nds him of the hapless
busi nessman who |l oses 1 percent on every transaction but nakes
it up on volunme - it does not quite make sense.

3:43:18 PM

REPRESENTATI VE TUCK realized the amendnent |anguage nmay be in
the wong spot. He inquired of Ms. Delbridge as to whether this
section of the bill, page 45, line 13, is for all pipeline
contract carriers.

M5. DELBRIDGE replied yes, this would apply to all natural gas
contract carriers.

REPRESENTATIVE TUCK clarified this was not his intent wth
Amendnent 19. The anendnent was intended just for AGDC so that
AGDC woul d operate in the positive and a project would not be
sanctioned that was below the floor. He said he did not nean to
set a floor for every pipeline project in the state of Al aska.
He therefore w thdrew Amendnent 19.

3:44: 50 PM

REPRESENTATI VE TARR noved to adopt Anendnent 20, |abeled 28-
LS0021\ O 37, Nauman/Bul | ock, 3/2/13, which read:

Page 8, line 15, following "(6)":

| nsert "subj ect to t he approval of t he
| egi sl ature,”
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Page 8, line 16:
Delete the first occurrence of "or"
| nsert “;
(7) except as provided in (6) of this
subsection, "

Renunber the foll ow ng paragraphs accordingly.

Page 13, |ine 14:

Del ete "The"

| nsert "Except as provided in AS 31.25.080(a)(6),
t he"

bj ection was voiced by Representatives Johnson, Hawker, d son
and Co-Chair Feige.

3:44: 57 PM
REPRESENTATI VE TARR, speaking to Amendnment 20, stated that upon

its conpletion the pipeline would be worth a |arge sum of noney.
The potential exists for this asset to be sold by AGXC to

another private entity. The state has been involved in and
financed sone projects that were not successful and that were
sonmetimes operated at a |oss. When financing cones in for a

project it is because people expect it to be successful.
Amendnment 20 would provide that if AGC wants to sell the
pipeline to a private entity the sale would be subject to
| egi sl ative approval in an effort to provide maxi num benefits to
Al askans. Wth respect to the sponsors' goal of nmaking this
project nove forward in an efficient way and not bogging it
down, Anendnent 20 would have no inpact on the project noving
forward

3:46: 55 PM

REPRESENTATI VE  HAWKER  di sagr eed Wi th t he af orenent i oned
characterization of the anendnent, saying it would also require
| egi sl ative approval for the disposal of part of a pipeline or
an asset, which reintroduces all of that political risk, project
risk, and uncertainty that goes with it for potential investors
and potential partners in a project. The sponsors' phil osophy
is to give AGDC a job to do, to give AGC the assets to do the
job, and to vest in AGDC the legislature's trust through a very
wel | managed organi zation to acconplish the task. Very specific
obligations for AGXC are being established for AGDC as an entity
to acconplish a very specific mssion and to |ook out for the
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best interests of the people of Alaska in acconplishing that
mssion. It sets things up for failure if the legislature tries
to mcro-manage and if the legislature is given the opportunity
to second guess responsible business decisions that are being
made. This has been a policy call, he continued; for exanple,
under House Bill 369 a great deal of authority was given to a
proj ect developnment team at AHFC to let the team go forward
wi thout |egislative interference. Facts and very recent history
have denonstrated this effort 1is extrenely well rmanaged.
Not hing in SSHB 4 authorizes a project per se; rather, this bil
is about advancing the effort to get Alaska's gas in the hands
of Alaskans as quickly as possible at the |east possible cost.
Provisions that create second guessing and uncertainty are not
needed and this anmendnent is unnecessary at this tine.

3:49: 40 PM

REPRESENTATI VE TARR al |l owed she can see the concern regarding
the disposal of part. She inquired whether the sponsor would
mai ntain the same concern if it was only the conplete disposa
of the pipeline.

REPRESENTATI VE HAWKER responded he m ght have even nobre concern
about interfering in the economcs of getting a pipeline noving
forward

3:50:17 PM

REPRESENTATI VE TUCK nmintained that with this corporation a |ot
of public securities are being renoved. This corporation is
being given the ability to acquire a lot of trenendous
advantages that would not normally be seen in the private
markets - emnent domain, clear path for right-of-ways, tax
exenptions, not as nuch public accountability as he feels
confortable with, and no definition of what is the best interest

of Al askans. | f those tremendous assets being created by this
bill are going to be sold, there should be sone |egislative
over si ght. Many irresponsi bl e decisions have been nmade in the
past in private industry as well. It is better to have nore
eyes on this than fewer eyes. He said he will be supporting the
amendment .

3:51:17 PM

CO- CHAIR FEIGE said Amendnent 20 assunes that the state is an
owner of the pipeline project that goes forward, which has been
contenplated and perhaps it wll cone to that, at which tine
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[the | egislature] can address how nuch inference as a potenti al
owner [the state] would like to have in the process. Under the

proposed bill, it is a project that wll go out to the market
and the market wll provide the capital that wll build the
proj ect . Putting something subject to the approval of the

| egislature when the state does not have a direct fiscal
interest or even an ownership in the pipeline seens to be overly
restrictive.

3:52:26 PM
REPRESENTATI VE JOHNSON mai nt ai ned his objection to Armendrment 20.
3:52:39 PM

REPRESENTATI VE TARR stated Anmendnent 20 is not intended to slow
down any project because the anendnent is intended to be at the
point where the project will be conpleted and the transfer of
ownership will be happening and will make sure that that is in
the best interest of the state.

3:53: 04 PM

A roll call vote was taken. Representatives Tarr and Tuck voted
in favor of the adoption of Anmendnent 20. Representatives P.
W son, Hawker, Johnson, O son, Feige, and Saddl er voted agai nst
it. Therefore, Amendnent 20 failed by a vote of 2-6.

3:53:49 PM

CO CHAI R SADDLER set aside Conceptual Amendnments 2 and 3, saying
they were not properly vetted by Legislative Legal and Research
Services [as per commttee policy].

REPRESENTATI VE TUCK noted mnistakes were nmade by the anmendnent
drafters. He surmsed that in the future the best thing to do
is to submt [the amendnents as they are with the m stakes]. He
said he does not want to further Iimt any reasons to not accept
an anmendment, so in the future he will submt anmendments wth
m stakes and then just do an anendnent to the anendnent,
al t hough that would slow things down. He inquired as to the co-
chair's preference or intentionis in this regard.

3:54:35 PM

CO CHAI R SADDLER responded the intention, as established in the
first commttee neeting, is to ensure that anmendnents are
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presented to Legislative Legal and Research Services with enough
time for the work and vetting to be done that ensures the
| anguage is correct and aligned to prevent conformng errors.
He said anending them in commttee can be done, but getting
amendnents into Legislative Legal and Research Services early
shoul d avoid this kind of problem

REPRESENTATI VE TUCK comented that this requirenent is unusua
and new to this legislature, although not new to this commttee.
He agreed that in the future he will submt themas witten with
the errors.

CO CHAI R SADDLER asserted that it is standard practice in other
commi ttees.

CO- CHAIR FEI GE added that this policy was established early on
and said reasonable latitude was granted prior to this, but said
there has been plenty of warning about when bills would be heard
and when anendnents woul d be issued. It is the responsibility
of conmttee nenbers to get those anendnents to Legislative
Legal and Research Services and the rest of the commttee
menbers with sufficient notice and 24 hours is a reasonable
requirenent.

3:55: 56 PM

REPRESENTATI VE TUCK asked when conceptual anendnents can and
cannot be offered; for exanmple, is a conceptual anendnent only
al l oned when it is an anendnent to an anendnent.

CO CHAI R SADDLER answered it will be the rule of the chair. He
said conceptual anmendnents are things that do not occur to a
person in advance and are not sonething that a person is trying
to get in through the back door. An anmendnent to an amendnent
woul d be appropriate when sonething cones up during debate or
di scussion. A totally brand new anmendnment m ght be considered

but the preference is not to. For legislation that is |arge and
conplicated, there nust be the chance to think it over and
ensure that it conforns to the |egislation.

3:56:44 PM

CO CHAI R SADDLER resuned the public testinony that was opened on
2/ 15/ 13.

3:57:12 PM
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Bl LL WARREN, a 61-year resident of Alaska, told the conmttee he
is a retired pipefitter who worked on the Trans-Al aska Pipeline
System Noting the votes have been 2-6, he said he hopes the
committee is right. He recalled the Al aska Stranded Gas
Devel opnent Act under Governor Frank Mirkowski, the Al aska
Nat ural Gas Devel opnent Authority (ANGDA), the Denali Project,
the Al aska Gasline |Inducenent Act (AG A), and now the AGDC. He
said he really hopes that AGDC succeeds. He has a daughter
living in Fairbanks who cries while telling him it is alnost
i npossible to live there. He recalled that Governor Egan wanted
[the state] to own TAPS and opined that if the state had done
that it would be noney ahead. The | east possible cost is like
buying a Ford truck without a radio or a heater; the state can
do better than the |east possible cost. A good job needs to be
done so that the state can be proud of it 100 years from now
He pointed out that AGDC does not even have a route; the state
is in the sane boat it was in 40 years ago. A route should be
able to be determ ned. For some reason, ENSTAR Natural Gas
Conmpany and the powers that be want it down the Parks H ghway.
He then noted that a deep draft tanker cannot make its way into
Cook Inlet. He urged that the pipeline be done the right way
and doing it the right way neans starting now and building a

line to Fairbanks, likely a 24-inch high pressure line with no
open seasons. Alaska is not under a free market, it is a
nonopol y. There is nothing wong with state ownership of the

pipeline in partnership with a pipeline conpany.
4:00: 32 PM

CO CHAI R SADDLER closed public testinony after ascertaining no
one el se wished to testify.

4:00:49 PM

CO- CHAI R SADDLER noted that intent |anguage designed to get the
RCA to review the legislation was distributed earlier. However
he continued, it may be sonewhat problematic as this mght not
be the kind of thing the RCA does ordinarily and the RCA may not
be able to neet the deadline for noticing its next available
neet i ng. Therefore, he withdrew his intent |anguage and sought
commtrment from the sponsors and cosponsors that they will send
SSHB 4, as anended, to the RCA with an acconpanying letter
requesting the RCA provide technical review and feedback on the
| egislation in as expeditious a manner as possi bl e.

4:01:31 PM
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REPRESENTATI VE HAWKER, as prime sponsor, replied that this is
exactly the appropriate methodol ogy. Wen one approaches the
RCA there are a nunber of protocols to observe and that origina
draft letter caused sone unanticipated consequences. The
approach bei ng suggested is exactly the right approach.

4:02:19 PM

CO- CHAIR SADDLER invited joint prinme sponsor, Representative
M ke Chenault, to the wtness stand and opened comittee
di scussi on on SSHB 4.

4:03: 05 PM

REPRESENTATI VE TUCK remarked he is wunsure whether SSHB 4 is
premature or too |ate. Al askans want a gas pipeline. It is a
little bit too late due to the AG A process that is ongoing for
a large dianeter pipeline. Al askans would be best served with a
|arge dianeter pipeline with outtakes to keep that cost as
mnimal as possible, to prevent conpeting pipelines, and to
build only one pipeline. It is a little bit premature because
of the ongoing AG A process as well as all the incentives that
have been given to the Cook Inlet. Cook Inlet has the
opportunity to serve the short-term needs in the hope of getting
the big line. There has been talk that nmaybe these two
pi pel i nes can sonehow get together, which is his hope. However,
he noted he is a bit unconfortable with some of the provisions.
He does not want to give away too much, but at the sane tine he
understands the need to expedite. Part of frontend loading is
to ensure that there is public buy-in and that the stakehol ders
and sharehol ders are aligned. He said he does not think SSHB 4
gets there because it is too quick to achieve public buy-in and
al i gnment . Wiile he has concerns, he does appreciate having
sonething for delivering natural gas in case other things fail.

4:04: 56 PM

REPRESENTATI VE SEATON offered his appreciation for the work done
on SSHB 4 and for the sponsors being so receptive to the
concerns brought forth by the commttee. The sponsors did a
good job addressing the RCA concerns, which were problematic
earlier. The concern about confidentiality being for a period
of forever was addressed so that now when that confidentiality
is no longer required everything that can be wll be publicly
rel eased. The nodifications nmade by the commttee has nade the
bill stronger, better, and nore acceptable to people across the
st at e. The alignment is provided for in the structure of
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coordination of this bill with the AG A process. Myving forward
is what the conmttee needs to do. Not noving forward will not
progress the other line either. That there is an alternative is
what rmakes the process for a gasline nmuch nore viable, nore
certain, and that there will be a commercially viable product.

4:07:22 PM
CO- CHAIR FEI GE opined that, regrettably, AGC is still tied to
the concept of a bullet line - a line that goes directly from

the North Slope, through Fairbanks, to the Anchorage Bow,
| eaving out a significant section of his district. An excellent
framewor k has been created that someday may be conbined with the

AG A process, resulting in a true export line that can be
utilized for the benefit of the state and the people in his
district. However, on behalf of his district, he said he wll

not currently support SSHB 4.
4:08: 08 PM

REPRESENTATI VE JOHNSON stated that if a joint of pipe had been
laid for each neeting that has been held for getting energy to
Al aska, the gl obe could probably be circled. It is tinme to stop
tal king, Alaskans demand it, and it is tinme to start doing
projects that are going to answer sonme of the questions that
Fai r banks has. If the legislators do not act on sonmething in
this legislature to actually do sonething and quit talking about
it, no |legislator deserves to be here in two years.

4:08: 58 PM

REPRESENTATI VE TARR echoed her support for the hard work done by
the bill sponsors. As a new nenber she has been trying to get
up to speed and does not have the advantage of having worked on
this issue for the |ast several years. She said she is very
supportive of an effort going forward. However, her concern has
been to ensure nmaxi mum benefit for Al askans wth transparency
and oversight. She offered her hope that in the next conmttee
or on the floor there will be discussions to | ook at other ways
to address her concerns, which would help her know the state is
not going to get into a situation that obligates it to a failing
project, a situation in which the state has history. As has
been heard over the past several weeks, the oil and gas market
is a rapidly changing market and it is very hard to predict what
the circunstances will be even a few years forward.

4:10: 31 PM
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CO CHAIR SADDLER related that his constituents have been asking
what the legislature is doing to provide affordable energy to
Al askans. The answer is largely carried in this legislation
As nentioned by Representative Seaton, there are two projects,
preceding and parallel, and that gives advantages and i nproves
the options. Alaska has lots of gas; it is just to deliver it.
Is it premature? Representatives from Fairbanks mght say it is
not premature whatsoever. He appreciates that the nmarket forces

will be allowed to operate and said the market forces wll
respond to the changing market conditions better than any well -
intentioned |egislative actions. He thanked the sponsors and

their staff for their years of work on this issue.
4:11: 32 PM

REPRESENTATI VE M KE CHENAULT, Alaska State Legislature, as a
joint prinme sponsor, responded to whether this is premature or
too late by saying, "If you never start, you will never finish."
Wth regard to projects, pipelines, economcs, he stated that
nowhere in the world that he is aware of wuld a 36-inch
pi peline running 800 mles ever be considered a small pipeline.
Al askans for sone reason have it in their mnds that the only

pipeline that can ever be built is a 48-inch pipeline. Some
people have it in their mnd that they are wlling to do
anything they can to kill any viable project that is noving

f orward. He rem nded nenbers that just a week ago the governor
received a letter from "the big three plus the pipeline
corporation” and they are tal king about a 42-inch line. So, as
far as size, there is not a whole lot of difference. Regarding
comments about how mllions of dollars have been invested in the
Cook Inlet to take care of the Southcentral gas grid, which he
agrees has been done, he noted that a few hours ago
ConocoPhillips Alaska, Inc. stated publicly that it is not going
to seek an extension on its liquefied natural gas (LNG facility
for export. If Alaska had all the gas in the world in Cook
Inlet, Conoco would not be shutting down, nor would Agrium have
shut down a few years back.

4:14: 09 PM

REPRESENTATI VE CHENAULT continued, saying that tinmes change and
this is the only project that he and the other joint prine
sponsor see noving forward. Permts have been issued [to AGDC
and he believes that [AGC] is helping to spur the conversation
with "the big three producers”™ on the North Slope as far as a
pr oj ect . He said he can hope that it goes and added that he
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does not care whether it goes to Valdez, Cook Inlet, or even to

Bristol Bay. Al aska needs a long-term energy supply for the
Rail belt and that takes care of Fairbanks and a nunber of other
areas around the state. It provides opportunities that are not
currently had and that wll not be had until a pipeline is
built. Qpportunities include Donlin Creek Mne, which would
provide 1,500 jobs, as well as the opportunity to provide |ower
cost energy to rural Alaskans. This project will not happen if
it is not economcally viable. If the state cannot get buyers
and sellers together to make a deal in which they are willing to
invest billions of dollars of their noney into a project for
which the return is 30 years, this project is not going to
happen. Representative Chenault said he wll not say [the

project] is premature or too late, but the longer the state
waits the |less opportunities there are for Al askans to receive a
benefit from their resources. He thanked the conmttee for its
wor k on SSHB 4.

4:16: 54 PM
REPRESENTATI VE HAWKER noved to report SSHB 4, as anended, out of
conmmttee with individual recomendations and the acconpanying

fiscal notes.

CO- CHAI R FEI GE obj ect ed.

4:17:16 PM

A roll call vote was taken. Representatives Tarr, Hawker,
Johnson, O son, Seaton, P. WIson, and Saddl er voted in favor of
reporting SSHB 4, as anended, from conmttee. Represent ati ves

Tuck and Feige voted against it. Therefore, CSSSHB 4(RES) was
reported out of the House Resources Standing Commttee by a vote
of 7-2.

4:18: 04 PM

ADJ OURNNMENT

There being no further business before the commttee, the House
Resources Standing Commttee neeting was adjourned at 4:18 p. m
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