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COW TTEE CALENDAR

COW TTEE SUBSTI TUTE FOR SENATE BI LL NO. 138(FIN) AM

"An Act relating to the purposes, powers, and duties of the
Al aska Gasline Devel opnent Corporation; relating to an in-state
natural gas pipeline, an Al aska |iquefied natural gas project
and associated funds; requiring state agencies and other
entities to expedite reviews and actions related to natural gas
pi pelines and projects; relating to the authorities and duties
of the comm ssioner of natural resources relating to a North
Sl ope natural gas project, oil and gas and gas only |eases, and
royalty gas and other gas received by the state including gas
received as paynment for the production tax on gas; relating to
the tax on oil and gas production, on oil production, and on gas
production; relating to the duties of the conm ssioner of
revenue relating to a North Slope natural gas project and gas
received as paynent for t ax; relating to confidential
information and public record status of information provided to
or in the custody of the Departnent of Natural Resources and the
Department of Revenue; relating to apportionnent factors of the
Al aska Net Inconme Tax Act; anending the definition of gross
value at the 'point of production' for gas for purposes of the
oil and gas production tax; clarifying that the exploration
incentive credit, the oil or gas producer education credit, and
the film production tax credit may not be taken against the gas
production tax paid in gas; relating to the oil or gas producer
education <credit; requesting the governor to establish an
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interim advisory board to advise the governor on runicipal
involvenent in a North Slope natural gas project; relating to
the developnent of a plan by the Alaska Energy Authority for
devel oping infrastructure to deliver affordable energy to areas
of the state that will not have direct access to a North Slope
natural gas pipeline and a recomendation of a funding source
for energy infrastructure developnent; establishing the Al aska
affordabl e energy fund; requiring the conmm ssioner of revenue to
develop a plan and suggest legislation for nunicipalities,
regional corporations, and residents of the state to acquire
ownership interests in a North Slope natural gas pipeline
project; making conformng anendnents; and providing for an
effective date.”

- HEARD & HELD
PREVI QUS COW TTEE ACTI ON
BILL: SB 138

SHORT TI TLE: GAS PI PELINE; AGDC, O L & GAS PROD. TAX
SPONSOR(s): RULES BY REQUEST OF THE GOVERNOR

01/ 24/ 14 (S) READ THE FI RST TI ME - REFERRALS

01/ 24/ 14 (S) RES, FIN

02/ 07/ 14 (S) RES AT 3: 30 PM BUTROVI CH 205

02/ 07/ 14 (S) Heard & Hel d

02/ 07/ 14 (S) M NUTE( RES)

02/ 10/ 14 (S RES AT 3: 30 PM BUTROVI CH 205

02/ 10/ 14 (S) Heard & Hel d

02/ 10/ 14 (S) M NUTE( RES)

02/ 12/ 14 (S RES WAI VED PUBLI C HEARI NG NOTI CE, RULE
23

02/ 12/ 14 (S) RES AT 3: 30 PM BUTROVI CH 205

02/ 12/ 14 (S Heard & Held

02/ 12/ 14 (S) M NUTE( RES)

02/ 13/ 14 (S) RES AT 8: 00 AM BUTROVI CH 205

02/ 13/ 14 (S) Heard & Hel d

02/ 13/ 14 (S) M NUTE( RES)

02/ 14/ 14 (S RES AT 3: 30 PM BUTROVI CH 205

02/ 14/ 14 (S) Heard & Hel d

02/ 14/ 14 (S) M NUTE( RES)

02/ 19/ 14 (S RES AT 3:30 PM BUTROVI CH 205

02/ 19/ 14 (S) Heard & Hel d

02/ 19/ 14 (S) M NUTE( RES)

02/ 20/ 14 (S RES AT 8: 00 AM BUTROVI CH 205

02/ 20/ 14 (S) Heard & Hel d

02/ 20/ 14 (S) M NUTE( RES)
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Heard & Hel d
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03/ 10/ 14 (S) FIN AT 9: 00 AM SENATE FI NANCE 532

03/ 10/ 14 (S) Heard & Held

03/ 10/ 14 (S) M NUTE( FI N)

03/ 10/ 14 (S) FIN AT 5: 00 PM SENATE FI NANCE 532

03/ 10/ 14 (S) Heard & Held

03/ 10/ 14 (S) M NUTE( FI N)

03/ 11/ 14 (S) FIN AT 5: 00 PM SENATE FI NANCE 532

03/ 11/ 14 (S) Heard & Held

03/ 11/ 14 (S) M NUTE( FI N)

03/ 12/ 14 (H RES AT 1: 00 PM BARNES 124

03/ 12/ 14 -- MEETI NG CANCELED - -

03/ 14/ 14 FIN RPT CS 6DP 1AM NEW TI TLE

03/ 14/ 14 LETTER OF | NTENT W TH FI NANCE REPORT

03/ 14/ 14 DP: KELLY, MEYER, DUNLEAVY, FAlI RCLOUGH,
Bl SHOP, HOFFMAN

03/ 14/ 14 AM  OLSON

03/ 14/ 14 FIN AT 9: 00 AM SENATE FI NANCE 532

03/ 14/ 14 Moved CSSB 138(FIN) Qut of Commttee

03/ 14/ 14 M NUTE( FI N)

03/ 14/ 14 (H) RES AT 1:00 PM BARNES 124

03/ 14/ 14 (H <Pendi ng Referral >

03/ 17/ 14 (H RES AT 1:00 PM BARNES 124

03/ 17/ 14 (H) <Pendi ng Referral >

03/ 18/ 14 (S) TRANSM TTED TO (H)

03/ 18/ 14 (S) VERSI ON:  CSSB 138(FIN) AM

03/ 19/ 14 (H READ THE FI RST TI ME - REFERRALS

03/ 19/ 14 (H RES, L&C, FIN

03/ 19/ 14 (H) RES AT 1:00 PM BARNES 124

03/ 19/ 14 (H Heard & Held

03/ 19/ 14 (H) M NUTE( RES)

03/ 21/ 14 (H) RES AT 1:00 PM BARNES 124

03/ 21/ 14 (H Heard & Held

03/ 21/ 14 (H) M NUTE( RES)

03/ 24/ 14 (H) RES AT 1:00 PM BARNES 124

03/ 24/ 14 (H Heard & Held

03/ 24/ 14 (H) M NUTE( RES)

03/ 25/ 14 (H RES AT 4: 30 PM BARNES 124

03/ 25/ 14 (H Heard & Held

03/ 25/ 14 (H) M NUTE( RES)

03/ 26/ 14 (H RES AT 1: 00 PM BARNES 124

03/ 26/ 14 (H Heard & Held

03/ 26/ 14 (H) M NUTE( RES)

03/ 27/ 14 (H RES AT 4: 30 PM BARNES 124

03/ 27/ 14 (H) Heard & Held

03/ 27/ 14 (H) M NUTE( RES)

03/ 28/ 14 (H RES AT 1: 00 PM BARNES 124

03/ 28/ 14 (H) Heard & Held
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03/ 28/ 14 (H) M NUTE( RES)

03/ 31/ 14 (H) RES AT 1: 00 PM BARNES 124
03/ 31/ 14 (H) Heard & Hel d

03/ 31/ 14 (H) M NUTE( RES)

04/ 01/ 14 (H) RES AT 4:30 PM BARNES 124
04/ 01/ 14 (H) Heard & Hel d

04/ 01/ 14 (H) M NUTE( RES)

04/ 02/ 14 (H) RES AT 1: 00 PM BARNES 124
04/ 02/ 14 (H) Heard & Hel d

04/ 02/ 14 (H) M NUTE( RES)

04/ 03/ 14 (H RES AT 4:30 PM BARNES 124
04/ 03/ 14 (H) Heard & Hel d

04/ 03/ 14 (H) M NUTE( RES)

04/ 04/ 14 (H) RES AT 1: 00 PM BARNES 124
04/ 04/ 14 (H) Heard & Hel d

04/ 04/ 14 (H M NUTE( RES)

04/ 05/ 14 (H RES AT 10: 00 AM BARNES 124
04/ 05/ 14 (H) Heard & Hel d

04/ 05/ 14 (H M NUTE( RES)

04/ 06/ 14 (H RES AT 1: 00 PM BARNES 124

W TNESS REG STER

JOE BALASH, Comm ssi oner

Departnment of Natural Resources (DNR)

Anchor age, Al aska

POSI TI ON  STATEMENT: During the hearing on CSSB 138(FIN) am
answered questions related to proposed anendnents.

DAN FAUSKE, President

Executive Team

Al aska Gasline Devel opnent Corporation (AGDC)

Departnment of Commerce, Conmunity & Econom c Devel opnment ( DCCED)
Anchor age, Al aska

POSI TI ON  STATEMENT: During the hearing on CSSB 138(FIN) am
answered questions related to proposed anendnents.

M CHAEL PAW.OWBKI, Deputy Comm ssi oner

O fice of the Conm ssioner

Depart nent of Revenue (DOR)

POSI TI ON  STATEMENT: During the hearing on CSSB 138(FIN) am
answered questions related to proposed anendnents.

DONALD BULLOCK JR., Attorney

Legi sl ative Legal Counsel

Legi sl ative Legal and Research Services
Legi sl ative Affairs Agency
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Al aska State Legislature

Juneau, Al aska

PCSI TI ON  STATEMENT: During the hearing on CSSB 138(FIN) am
answered questions related to proposed anendnents.

CHRI STOPHER POAG, Assistant Attorney General

Labor and State Affairs Section

Cvil Division (Juneau)

Depart ment of Law (DQOL)

Juneau, Al aska

POSI TI ON  STATEMENT: During the hearing on CSSB 138(FIN) am
answered questions related to proposed anendnents.

ACTI ON NARRATI VE
1: 07: 21 PM

COCHAIR ERIC FEIGE called the House Resources Standing
Committee neeting back to order at 1:07 p.m Represent ati ves
Hawker, O son, Seaton, Saddler, Kawasaki, and Feige were present
at the call back to order. Representatives Tarr and P. WIson
arrived as the neeting was in progress. [ The neeting was
previously recessed at 4:44 p.m on April 5, 2014.]

SB 138-GAS PI PELINE; AGDC, O L & GAS PROD. TAX

1: 07: 29 PM

CO CHAI R FEI GE announced that the only order of business is CS
FOR SENATE BILL NO 138(FIN am "An Act relating to the
pur poses, powers, and duties of the Al aska Gasline Devel opnent
Corporation; relating to an in-state natural gas pipeline, an
Alaska Iliquefied natural gas project, and associated funds;
requiring state agencies and other entities to expedite reviews
and actions related to natural gas pipelines and projects;
relating to the authorities and duties of the comm ssioner of
natural resources relating to a North Slope natural gas project,
oil and gas and gas only |eases, and royalty gas and other gas
received by the state including gas received as paynent for the
production tax on gas; relating to the tax on oil and gas
production, on oil production, and on gas production; relating
to the duties of the conm ssioner of revenue relating to a North
Sl ope natural gas project and gas received as paynent for tax;
relating to confidential information and public record status of
information provided to or in the custody of the Departnent of
Nat ural Resources and the Departnent of Revenue; relating to
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apportionnment factors of the Alaska Net |Incone Tax Act; anending
the definition of gross value at the 'point of production' for
gas for purposes of the oil and gas production tax; clarifying
that the exploration incentive credit, the oil or gas producer
education credit, and the film production tax credit may not be
taken against the gas production tax paid in gas; relating to
the oil or gas producer education credit; requesting the
governor to establish an interim advisory board to advise the
governor on municipal involvenent in a North Slope natural gas
project; relating to the developnment of a plan by the Al aska
Energy Authority for developing infrastructure to deliver
affordable energy to areas of the state that wll not have
direct access to a North Slope natural gas pipeline and a
recommendation of a funding source for energy infrastructure
devel opnent; establishing the Al aska affordable energy fund;
requiring the conmm ssioner of revenue to develop a plan and
suggest legislation for municipalities, regional corporations,
and residents of the state to acquire ownership interests in a
North Slope natural gas pipeline project; mnmaking conformng
amendnents; and providing for an effective date."

CO-CHAIR FEI GE noted the commttee would resunme consi deration of
anmendnents to CSSB 138(FIN) am

1: 07: 49 PM

REPRESENTATI VE SEATON noved to adopt Anendnent 21, |abeled 28-
GS2896\ | . A. 56, Bullock, 4/3/14, which read:

Page 15, followi ng |ine 30:
Insert a new bill section to read:

"* Sec. 16. AS 38.05 is anended by adding a new
section to read:

Sec. 38.05.023. Prohibited agreenment or contract
term relating to the tax on oil production. An
agr eenent or contract negoti at ed under
AS 38.05.020(b)(11) or other agreenent or contract in
which the state is a party and that is associated with
a North Slope natural gas project nmay not include a
provi sion that reduces or requires future conpensation
to a producer for changes in the tax levied on oil
producti on under AS 43.55.011."

Renunber the follow ng bill sections accordingly.

Page 17, |ine 24:
Del ete "sec. 17"
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| nsert "sec. 18"
Page 21, |ine 16:
Del ete "sec. 27"
| nsert "sec. 28"

Page 25, line 9:
Del ete "sec. 30"
| nsert "sec. 31"

Page 31, |ine 18:
Del ete "sec. 37"
| nsert "sec. 38"

Page 53, lines 24 - 25:
Del ete "sec. 23"
| nsert "sec. 24"

Page 56, |ine 6:

Delete "16, 17, 23 - 27, 29, 30, 37, 39, and 55 -
61"

| nsert "16 - 18, 24 - 28, 30, 31, 38, 40, and 56
- 62"

Page 56, |ine 8:
Del ete "Secti on 38"
| nsert "Section 39"

Page 56, line 9:
Del ete "secs. 62 and 63"
| nsert "secs. 63 and 64"

REPRESENTATI VE SADDLER obj ect ed.

REPRESENTATI VE SEATON stated the purpose of Anmendnment 21 is to
address the concerns brought forth by nunicipalities that if the
Al aska Stranded Gas Devel opmrent Act had been passed and the
pi peline had not been built, the property tax structure would
have been changed. Amendnent 21 says that the paynent in lieu
of taxes (PILT) being negotiated will take effect on project
sancti on.

The committee took an at-ease from1:09 p.m to 1:10 p. m

1: 10: 00 PM
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REPRESENTATI VE SEATON said Amendnent 21 would separate oil tax
revisions from the things that can be negotiated under other
terms by the adm nistration. It would take away any perceived
authorization for incorporating oil tax fiscal certainty from
the authorization that the legislature is giving the
admnistration to negotiate at this tine that would be refined
to gas. It does that in tw ways. The tax could not be reduced
and future conpensation could not be required in case a future
| egi sl ature changes the tax on oil.

1:11: 17 PM

CO CHAIR FEICGE requested the admnistration's position on the
amendnent .

JOE BALASH, Commi ssioner, Departnent of Natural Resources (DNR),
stated that although the departnent has synpathy for the intent
and pursuit of Anendnent 21, it opposes it. He recollected that
at a prior neeting there had been di scussion about how the cost
for the state's share of the gas production and infrastructure
is going to be carried against oil revenues, and he indicated
that that is sonmething the departnment has conmtted to in the

HOA. He stated that while these future agreenents will not take
on oil taxes directly, there will be a need for provisions that
address indirect effects of changes to oil in the future if

there is an inpact on gas. He said one exanple of that is if 20
years from now the | egislature decides that a net production tax
is no longer the way to go and instead chooses to go to a gross
tax, then upstream costs would no |onger be recognized in the
production tax system He questioned what the parties would do
in the future if sonmething |Iike that happened. For that reason,
he expl ai ned, the departnment is concerned that the |anguage [ of
Amendnent 21] would tie its hands. Further, he said if the
production tax rate were changed up or down by the |egislature,
the "knock on" effect relative to gas costs would have sone
i npact on each of the parties, including the state. He said the
department thinks having the ability to address those what-ifs
in the agreenent is going to be necessary comercially.

1:13:54 PM

REPRESENTATI VE KAWASAKI asked whether the proposed anendnent
deals solely with the contract terns related to the LNG proposal
and AS 38. 05.020(b)(11) and not based on any future project.

REPRESENTATI VE SEATON answered yes. He stated that under
Amendnent 21, the admnistration would be allowed to negotiate
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gas terms, but would not be able to lower the tax rate on oil or

- if a future legislature changes the tax rates on oil - to bind
the state to "take the treasury and reinburse for any anount
that's changed on that." He added, "And this does say it

reduces the tax rates or reduces tax |levies."
1: 15: 34 PM

COCHAIR FEIGE questioned why the proposed anendnent s
necessary if the state already has the authority to change oi
taxes and woul d have to approve the contracts that conme back.

REPRESENTATI VE SEATON responded that if the state negotiates a
whol e contract around a reduction in oil tax or fixing the oil
taxes through a conpensation rate for 25 years or the extent of

the contract, then the state wll have to cone back to a
difficult scenario of "looking at a system that nmy conproni se
the ability of the legislature to approve those contracts." He

stated the purpose of Amendnment 21 is to clarify ahead of tine
that oil tax rates are not to be negotiated in a gas contract
and that future conpensation for actions of future |egislatures
are not effectively precluded, and thus negotiations could be
made around terns that the | egislature would approve.

1:17:15 PM

REPRESENTATI VE TARR hi ghlighted the words "reduces or requires”
within Amendnent 21, and questioned why the word "requires" is
necessary if the prinmary concern is reduction.

REPRESENTATI VE SEATON explained there are two issues involved
The first is that tax rates could be reduced; the other is that
the state treasury would be required to take noney out of the
treasury and conpensate conpanies for any increase in costs that
coul d occur.

1:18: 31 PM

REPRESENTATI VE HAVWKER offered his understanding that the stated
purpose of Anendnent 21 is to prohibit contractual fiscal
certainty. He opined that it is not that sinple and there is a
lot wong with the |anguage of the proposed anendnent. He
restated the |anguage without the future conpensation clause as
follows: "agreenment or contract in which the state is a party".
He said the state is not going to be a party in a lot of the
contracts; in sone ways, an instrunentality or public
corporation of the state mght be a party to the contracts, so
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there is sonething there that is limting and ill defined. He
continued with the |anguage as foll ows: "agreenment or contract
in which the state is a party and that is associated with a
North Sl ope natural gas project may not include a provision that
reduces" ... "the tax levied on oil production". He said he can
foresee that in the conplexity of all the contracts that wll be
negotiated, there may be a consequential effect of perhaps
novi ng an expense iteminto the realm of the oil production tax
net regime that would, in fact, reduce the tax levied on oil
producti on. He said going to the gross 13 percent and the way
the royalty agreenents will be witten, there could be a claim
that "by cost shifting from a net tax on gas to a net tax on
oil, ... the entire operations of this legislation reduces the
tax levied on oil production as a result of its execution." He
called this "bad circular logic."

REPRESENTATI VE HAWKER pointed to |anguage in Anendnent 21 that
would require "a contract that reduces or requires future
conpensation to a producer” and said he does not think
"conpensation” is well-defined or defined in tax code, and he is
unsure what "conpensation" is, but questioned what woul d happen

if there is sonme sort of contingent clause that says "if
somet hi ng happens then the consequence is this." He expressed
concern over anendnents that indicate the legislature is
thinking it knows with certainty all the facts and circunstances
that will be encountered in the future of negotiating these
conpl ex arrangenents. Further, he expressed concern wth
commtting things to words w thout know ng the ramfications of
actually executing the contracts. He recollected that Co-Chair

Feige had said that contracts have to be brought back to the
| egislature for detailed review, and with plenty of tinme to do
So. He opined that that is the tinme the legislature should be
stepping into this role, not now by putting anendnents into
statute that "constrain the ability of the state to negotiate
the best possible deals in executing a natural gas pipeline
project."”

1: 22: 45 PM

CO- CHAIR FEICGE inquired whether the Al aska Gasline Devel opnent
Corporation (AGDC) has an opinion on how Anmendnment 21 would
affect the corporation.

DAN  FAUSKE, Pr esi dent, Executive Team Al aska  Gasline
Devel opnent Cor por ati on (AGDQO) , Depar t ment of Conmer ce,
Community & Econom c¢ Devel opnment (DCCED), replied he is not sure
how [ Amrendnent 21] woul d affect AGDC
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1: 23: 18 PM

M CHAEL PAW.ONBKI Deput y Comm ssi oner, Ofice of t he
Comm ssi oner, Departnent of Revenue (DOR), stated that while he
appreciates the sponsor's intent in Anendnent 21, he thinks
Representati ve Hawker has brought up an inportant point: t he
words and how they get interpreted matter. He echoed that there
could be unintended consequences in anmendnents that try to put

"si deboar ds” in statute or uncodified law that narr ow
devel opmrent of agreenents that will already be comng back to
the legislature for approval. In particular, he noted that
Amendnment 21 is to a producer and is limted solely to
production tax. He said production tax is not the only way the
state achieves value from its resource devel opnent. Regar di ng

durability and fiscal stability, he said he hopes the
| egislature continues to provide input throughout the process;
however, the agreenents that come back nust be understood by
both the public and the |[|egislature. He opined that neans
keeping all the options on the table and avoiding a specificity
that nmay produce unintended consequences rather than pronoting
clarity. He stated that if the indirect effects M. Balash
described are necessary in a contract, then they should be
stated up front for the public, developed with the |egislature
over the next few years, and put forward for public review He
suggested that [Amendnment 21] might push the project to start
| ooking for alternative creative ways, such as against corporate
incone tax or royalties, and he stated his preference is to "put
it right out in front and center for the public and the
| egi sl ature.”

REPRESENTATI VE SADDLER nmi ntai ned his objection to the notion to
adopt Anmendnent 21.

REPRESENTATI VE SEATON said the intent of the proposed anmendnent
is not to m cronmanage. He said if the |anguage of the proposed
anendnent is too specific, he wuld be wlling to replace
Amendnment 21 with a letter of intent clarifying that the
| egi sl ature has heard the comm ssioners say that the intention
is not to negotiate oil and that the | egislature agrees.

1: 28: 20 PM

REPRESENTATI VE HAVWKER enphasized that a letter of intent from
the commttee is not an endorsenent of the full House;
therefore, he said he will not endorse a letter he has not read.
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CO- CHAIR FEIGE told Representative Seaton he is welcone to craft
a letter of intent, on which the conmttee could then take a
vot e.

REPRESENTATI VE SEATON said he would never ask anyone to vote on
sonet hi ng they had not seen.

1: 29: 23 PM

REPRESENTATI VE SEATON wi t hdrew his notion to adopt Anendnent 21.
He then stated his intent to draft a letter of intent and bring
it back for the conmmttee's review

1: 29: 40 PM

CO-CHAIR FEIGE, after discussion with nenbers, deterni ned that
amendnents | abeled 28-GS2806\1. A 3, Bul | ock, 3/ 31/ 14; 28-
GS2806\ | . A. 55, Bul | ock, 4/ 3/ 14; 28- G52806\ | . A. 61, Bul | ock,
4/ 3/ 14; and 28-GS2806\I1.A 66, Bullock, 4/3/14 wuld not be
offered at this tine.

The conmttee took an at-ease from1:33 pm to 1:34 p. m
1:34: 44 PM

REPRESENTATI VE KAWASAKI noved to adopt Anendnent 22, |abel ed 28-
GS2806\ I . A. 38, Nauman/ Bul | ock, 4/2/14, which read:

Page 25, line 8, following "project":

Insert "; the comm ssioner of revenue may not
authorize paynents in lieu of taxes to a nunicipality
in a contract negotiated under this paragraph unless
anpunts collected as paynents in lieu of taxes to a
muni cipality are not less than the anobunt the
nmuni ci pality would have collected under AS 29.45 and
AS 43.56 over the period of the agreenent between the
muni cipality and the taxpayer for the paynent in |ieu
of taxes"

Page 26, line 15, follow ng "project":

Insert "; the commissioner of revenue may not
aut horize paynents in lieu of taxes to a nunicipality
in a contract negotiated under this paragraph unless
anounts collected as paynents in lieu of taxes to a
muni cipality are not less than the anount the
muni ci pality would have collected under AS 29.45 and
AS 43.56 over the period of the agreenent between the
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muni ci pality and the taxpayer for the paynment in lieu
of taxes"

REPRESENTATI VE SADDLER obj ect ed.

REPRESENTATI VE KAWASAKI prefaced his explanation of Amendnent 22
by remarking that the conmmttee has heard quite a bit of
testinmony from nmunicipalities across the state and has
introduced intent |anguage pertaining to a nunicipal advisory
commi ssion and a paynent in lieu of tax (PILT) issue. However

he said he is offering Amendnent 22 on behalf of those in

Fai rbanks and the rest of Interior Al aska. He said under the
proposed anendnent, revenues received by the state and
muni ci palities over Initial project ternms could not be

negotiated away and could not be less than what would be
col | ected under current statute.

1:36:39 PM
MR, PAW.OWNSKI said the entire advisory comm ssion process - its
operations, docunents reviewed, and recommendations - wll be

publi c. He said he sees [Anendnent 22] as potentially limting
on that negotiation. He said as the governor's advisory board

the designated mayors are a part of that group. He stated that
any recommendations to conme forward to change statute, which is
what would need to happen for PILT or property tax to nove

forward, would be deliberated by the |egislature. That change
will conme out of a recommendation of that group, which wll
conduct a public process. He said at this time he is not
supportive of limting the discussion around an open public
forum He said an interesting aspect of PILTs and i npact
paynents related to "the shapes of the curves."” He expl ai ned

that in a traditional property tax environnent it starts off
hi gh when the property is installed and then depreciation over

time reduces that. Wth tinme value of noney, he said,
consideration may be given to increasing and escal ati ng paynents
for predictability -- an option that was described in the Heads

of Agreement so that as a community |ooks out to the future
those increasing paynents over tinme provide nore predictability

for their budgets. The question of whether it would have been
less is a question that is very difficult to determ ne when
things like the time value of noney are introduced; using a

di fferent discount rate would change that assunption. A deeper
problem he has with Amendnent 22, he said, is the inplication
that the comm ssioner of DOR could, through contract, authorize
a PILT or a paynent in lieu of taxes. He said to date he has
consistently testified the departnent's belief that Article 9,
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Sections 3 and 4, of the Constitution of the State of Al aska
clearly reserve that power to the legislature. Therefore, he is
unconfortable with the aforenentioned inplication

1: 39: 51 PM

REPRESENTATI VE HAWKER concurred with M. Paw owski, stating that
the right to tax is the sovereign right of |egislators and that
right cannot be signed off to the administration in a contract.
He said he thinks [Amendnent 22] is a null and void proposal
He said this sort of anendnent voids the concept of a paynment in
lieu of taxes (PILT), even if the legislature chose to "pursue
one." He added, "We're putting sonme kind of a neasurenent under
there that would have to be determned, and that's this future
knowl edge of what taxes would have been collected under the
statutes over the period of the agreenent.” He said the whole
point of a PILT is to nake it weasy on people so those
cal cul ations, which are difficult to do with a huge project, do
not have to be done. He said he opposes Anendnent 22.

1: 41: 35 PM

REPRESENTATI VE TARR said she does not interpret Anendnent 22 as
taking away the authority of the legislature to authorize a
contract. She offered her understanding that Legislative Lega
and Research Services did not bring up any constitutional issues
when Anendnent 22 was drafted, and she suggested soneone from
Legi sl ative Legal and Research Services could weigh in on that.
Regarding a PILT, she said at sone point there wll be an
agreement made as to the value, and instead of having the
traditional paynent schedule of |arger paynents over tinme, as
M. Pawl owski ment i oned, [the paynents] "woul d just be
equal i zed. " She proffered that under Anendnent 22, whatever
stop point of value and paynent schedule is chosen, the overal
paynents could not be less than the described val ue. She
suggested there may be two interpretation of the |anguage, and
she questi oned whet her anyone coul d address that.

CO CHAI R FEI GE, enphasizing the word "unless" in the | anguage of
Amendrent 22, said his interpretation is that if the paynents
are going to be graded on what they would receive by tax, then
the comm ssioner would be allowed to "authorize that PILT,"
which is, as Representative Hawker nentioned, not an authority
that the legislature necessarily wants to delegate to any
depart nent.
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REPRESENTATI VE TARR asked whether anyone from Legislative Lega
and Research Services or Departnent of Law (DCL) is avail able on
l'ine.

1: 43: 43 PM

CO CHAIR FEIGE said there are quite a bit of unknowns related to
what nunicipalities will require, how they would want taxes
structured, which is why the governor issued the admnistrative
order to put that working group together to help collect that
information, define the problem and recomend a potential
sol uti on. He opined that the legislature should give the group
time to report back to the legislature before its next regular
sessi on. He said he thinks doing anything with PILTs at this
point is premature.

REPRESENTATI VE KAWASAKI clarified that Anmendnent 22 pertains
solely to the project and the contracts that woul d be negoti ated
on those projects. He said it is not intended to give the
conmmi ssioner the authorization, but rather that "they don't have
the authorization to create a contract negotiated under the
par agr aph. " He said it is technical amendnent in that it is
unknown what the taxing authority of the municipalities would
end up costing, but he opined that |anguage is needed in SB 138
to protect nunicipalities and their ability to tax. He said he
wants the legislature to nmake clear that it supports rmunicipa
authority to tax property. He said he does not know if
Amendnment 22 will achieve that goal, but it is an attenpt to at
| east begin the discussion.

1:46: 14 PM

REPRESENTATI VE P. WLSON ventured that "they mght cone up with
sonething very unique that's never been done before, but that
will do nuch better than this" and she does not want the
| egislature to prevent any creativity that could take place in
t he process.

The commttee took an at-ease from1:47 p.m to 1:48 p. m

1:48: 12 PM

DONALD BULLOCK JR., At t or ney, Legi slative Legal Counsel
Legislative Legal and Research Services, Legislative Affairs
Agency, Al aska State Legislature, in response to Co-Chair Feige,

explained that Article 9, Section 1, of the constitution
prohi bits surrendering, suspending, or contracting away the
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power to tax, except as provided in that article. He said this
is an issue that Legislative Legal and Research Services has
dealt with often in the past in terns of the Al aska Gasline
| nducenent Act (AG A), under which an exenption was provided to
producers who commtted during the first open season. He said
the constitution appears to prohibit taxing away the power of
taxation. He concluded as foll ows:

So, in other words, if a paynment in lieu of taxes
provided that a tax payer would pay a certain anount
over tinme rather than allow the nunicipality and the
assenbly each year to determ ne what the necessary
mll rate was for the nunicipality, if that was the

contract, it would be unconstitutional under
Article 9, Section 1.

1: 50: 19 PM

MR. BULLOCK, in response to Representative Tarr, said the
comm ssioner of DOR admnisters the oil and gas property tax
under AS 43.56 and there is a link between the departnment's
taxation of oil and gas property with municipalities that inpose
a property tax on the same property. He continued as foll ows:

So, if it was a tax issue and the comm ssioner of
revenue is negotiating something that effects the
muni ci palities tax under his power under this

particular part of the bill that's being anended, then
this sets a limt that if a paynent in |lieu of taxes
survived a constitutional chal | enge, t hat t he

muni ci pality would not suffer by receiving |ess under
a paynment in lieu of taxes agreenent conpared to what
they would anticipate receiving as ml rates evolved
and as property values changed over the life of the
contract.

MR. BULLOCK indicated that over a period of time, a paynent in
lieu of taxes could not be less than what a nunicipality would
have otherw se received fromits property tax.

1:52: 20 PM

REPRESENTATI VE SEATON asked for clarification regarding "my not
aut hori ze unl ess".

MR. BULLUCK said there are two issues at play. The first is
whet her the conm ssioner of DOR can even enter into or be a
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party to a negotiation over paynent in |ieu of taxes. I f that
survived a constitutional challenge, then the second part is
what the terns would be that relate to the paynent in lieu of
tax. He said the terns are that over all, that paynment in lieu
of tax could not result in less revenue to the municipality
conpared to if the nmunicipality "just taxed it" as it normally
woul d.

REPRESENTATI VE SEATON summarized that the "unless"”™ would not
aut horize the comm ssioner to negotiate the taxes; it just neans
if the conmmssioner's negotiations are deened constitutional,
then they would have to neet certain requirenents.

MR. BULLOCK confirnmed that if the conm ssioner was allowed to
negotiate a PILT, he/she could not negotiate one that would
result in |ess noney. In response to a followup coment, he
stated that the problem with Anmendnent 22 is that it nmakes it
sound as if a PILT is all right, and the | egislature nmust decide
whether it wants to take the chance that a court is not going to
strike down this type of agreenent.

1:54:58 PM

REPRESENTATI VE TARR stated that that problem exists wthout the
amendnent, so it is not the amendnent that is presenting that
constitutional issue. "It's the very issue of suggesting
negotiating PILT," she surm sed.

MR. BULLOCK concurred; there nothing in the bill that addresses
PILT. The bill authorizes the negotiation of certain contracts
and gives the power very generally. Amendnment 22, as well as
some of the others the committee has been considering, are
putting some sort of boundaries as to what the issues are that
may be addressed in contract or, if an issue is part of a
contract, what the legislature's desire is as to how the issue
shoul d be consi dered.

1:56: 07 PM
REPRESENTATI VE SADDLER [ nai nt ai ned his objection].

REPRESENTATI VE KAWASAKI reiterated that he thinks there needs to
be sone protections for property tax payers. He noted that
property tax payers in Fairbanks pay some of the highest taxes
in the state, and he said he feels unconfortable allow ng CSSB
138(FIN) amto nove forward wi thout some sort of treatnment that
woul d ensure taxes are spread equitably across all properties.
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1: 57: 25 PM

A roll call vote was taken. Representatives Seaton, Tarr, and
Kawasaki voted in favor of the notion to adopt Amendment 22.
Representatives Hawker, dson, P. WIson, Saddler, and Feige
voted against it. Therefore, Anmendnent 22 failed by a vote of
3-5.

1: 58: 54 PM

REPRESENTATI VE TARR noved to adopt Anendnent 23, |abeled 28-
GS2806\ 1 . A. 28, Bullock, 4/2/14, which read:

Page 15, followi ng Iine 30:

Insert a new bill section to read:

"* Sec. 16. AS 38.05 is anmended by adding a new
section to read:

Sec. 38.05.023. Limtation relating to the tol
structure for transporting natural gas. An agreenent
or contract associated with a North Slope natural gas
project that provides for the state to pay a person
for transporting nat ur al gas under a firm
transportation services agreenent nmay not include a
toll structure that bases a charge for transportation
on a return on equity of nore than 15 percent,
including any adjustnment to a base rate determ ned at
the tinme of the final investnent decision."”

Renunber the follow ng bill sections accordingly.

Page 17, |ine 24:
Delete "sec. 17"
| nsert "sec. 18"

Page 21, |ine 16:
Del ete "sec. 27"
| nsert "sec. 28"

Page 25, line 9:
Del ete "sec. 30"
| nsert "sec. 31"

Page 31, |ine 18:

Del ete "sec. 37"
| nsert "sec. 38"
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Page 53, lines 24 - 25:
Del ete "sec. 23"
| nsert "sec. 24"

Page 56, |ine 6:

Delete "16, 17, 23 - 27, 29, 30, 37, 39, and 55 -
61"
| nsert "16 - 18, 24 - 28, 30, 31, 38, 40, and 56

Page 56, |ine 8:
Del ete "Secti on 38"
| nsert "Section 39"

Page 56, line 9:
Del ete "secs. 62 and 63"
| nsert "secs. 63 and 64"

REPRESENTATI VE SADDLER obj ect ed.

REPRESENTATI VE TARR noted Amendnent 23 references the Menorandum
of Understanding (M), Exhibit C, page 2, Key Processing and
Transportation Comrercial Terns 6, [Terns & Conditions 6], which
relates to return on equity (ROE) as nodified by [Terms &
Conditions 8], which is the rate tracker differential. She said
this subject canme wup during discussions wth Roger Marks,
[contract consultant to Legislative Budget and Audit Committee],
who tal ked about conditions in the market that could change and

ensuring "a good deal” in a relationship with TransCanada. She
said, "Right now they can have a return on equity of 12 percent,
whi ch woul d be adjusted by the rate tracker differential." She

said the rate tracker differential is the difference between the
interest rate of a 30-year U S. Treasury note when the MU was
signed, which was January 14, 2014, and at the tinme of fina
i nvestment decision (FID), which she estinated nay be five years
from now.  She said Amendnent 23 would ensure that in the event
of a spike in interest rates, TransCanada's actual return on
i nvestment could not increase by nore than 3 percent above the
negotiated contract term Representative Tarr said she was
interested in the proposed anendnment following M. Marks'
suggestion that [Alaska' s] relationship with TransCanada is nore
like that of a bank and [the state] may be able to find better

financing terns in the nmarket. She said, "So, this
mai ntains that relationship, but just puts some ... of the
sidebars in there." She related that in the analysis seen for

TransCanada, the nodeling has been done at 12 percent and no
work has | ooked at what would happen if interest rates spiked
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and the RCE increased. She added, "So, this anmendnent limts
that again to the 15 percent."”

2: 00: 53 PM

REPRESENTATI VE HAWKER observed that the word "person" in
Amendnent 23 means a corporate citizen, and he questioned what
woul d happen if that person was a "go-it-alone" entity, such as
AGDC, and the state would therefore be paying itself to be the
transporter of the gas. He indicated that the structure of the
return on the state's own equity in the transportation of its
own gas is an unknown quantity: it could be 2 percent; it could
be 18 percent .... He opined that those are the kind of
elements in the deliberations that the |egislature should not be
constraining at this point, and if the legislature trusts the
adm nistration to negotiate contracts and bring them back to the
| egislature, then it should not attenpt to predict the future by
telling the administration now that it cannot nmke a certain
decision. He said, "This is where we have killed every pipeline
project that has cone along to date.” He stated opposition to
Amendnent 23.

COCHAIR FEIGE remarked that the legislature has ultimate veto
power on the contract when it conmes back for |egislative review

2:02:53 PM

REPRESENTATI VE SADDLER offered his recollection that there had
been sone analysis of the interest rates and return on
investnment in the Black & Veatch analysis. He added, "So,
that's entirely accurate.” He said he also has concerns about
predicting future economc and financial arrangenents, and he
said [Amendnment 23] gets into "the weeds of the finances."” He
stated he woul d not support Amendnment 23.

2:03: 27 PM

MR. BALASH said DNR opposes Anendnment 23. He expl ained one
reason for the opposition is that it would be in direct conflict
with the terms of agreenent with TransCanada and create an
uncertainty for all parties. He observed that "this would be a
feature of the general law for such tine as it remains in
pl ace. " He said that nmarkets and conditions change, which is
one of the reasons that the departnment agreed "to rely on the
30-year treasury as a marker for this rate tracker nmechanism™
He continued as foll ows:
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| f those nunbers are escalating ..., then our returns

on our various funds and other wealth will also rise
in the returns that they're achieving, we would
expect. So, we think that 15 is just, frankly, an

arbitrary nunber that may nean sonething today, but
over time may not.

2:04: 41 PM

REPRESENTATI VE TARR requested M. Balash to address, within the
context of the proposed anendnent, M. Marks' concerns about
whether the state could be getting a better financing option.
She directed attention to the phrase "with a North Sl ope natural
gas project”, within Arendnent 23, and said she thinks it would

be confined "to this particular project,” although "because it's
specific to a term of the MOU wth TransCanada - that part is
not referenced here." She stated that the intent is "not for it

to fly outside of this particular instance.”

MR. BALASH responded that Representative Tarr is correct that it
is related to a North Slope project that would be subject to the
agreenments negotiated in AS 38.05.020(b)(10-11); although, he
said DNR does not know with certainty that the Al aska LNG
Project, as contenplated in the HOA, is going to be successful
and go forward. He said DNR is optimstic, but its view of
TransCanada's role in Alaska differs starkly from that of M.
Mar ks. He explained that DNR does not see TransCanada as a
bank. "If we thought they were sinply providing a financial
service for us, we could do better and we would do better. Ve
can do better with our friends at the Departnent of Revenue, for
crying out |oud."

2: 06: 48 PM

MR. PAW.ONBKI added that page 20 of CSSB 138(FIN) am contains a
broad definition for a North Slope natural gas project, which
could be applied to any project. He said it is unknown whether
the permutations of the context of this anmendnment wthin that
statute would be broader. He said the equity option agreenent
with TransCanada allows the state to "stand on both sides.” He
stated that the legislature needs to work further on those
agreenents as they evolve. He said the state may find it wants
to wholly finance and get a return or that the return in the
equity option is equally as inportant, and that may depend on
"where that resides within the state and the revenues the state
returns fromthat equity option."
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2:07:53 PM

REPRESENTATI VE SEATON stated one concern related to the charts
and graphs presented by Black & Veatch showed that a |ot of
value in the project was in the transportation aspect. He
expressed his concern that depending on what prices are for the
actual product, the state may need to extract revenue from the

transportation portion, instead of just the sales agreenent. He
said he does not think the state should limt itself, especially
if it turns out that the state is paying itself. He said

transportation related revenue is a nore even source of revenue
than just |ooking at the sales price on the spot nmarket or based
on how long a term contracts are. For those reasons, he said,
he does not support Amendnent 23.

2: 09: 53 PM

REPRESENTATI VE TARR said she thinks if this particular project
does not go forward, the legislature is going to be "redefining
everyt hing"; however, because of Representative Seaton's
expressed concerns, she asked if "this could be witten to be
nore specific to that particular TransCanada MU rel ationship.”
While waiting for a response from M. Bullard, she asked whet her
there is a percentage at which the admnistration feels would
not restrict negotiations but wuld neet the concerns of
Al askans that the state would get a fair return on its
i nvestnment on its resource.

MR. PAW.OMSKI responded the current MOU provides flexibility
related to "lots of other terns," such as the bl end between debt

and equity. He said, "It nmakes a huge difference when you
start to nove one term on what the operations are of the other
terms.” He said he does not believe there would be a term that

the adm nistrati on would be confortable with outside the MOU.
2:13: 05 PM

MR. BALASH added that this is speaking to an agreenent that
provides for the state to pay a person, and a person could
i nclude AGDC, t her ef ore, he opi ned, the point rmade by
Representative Seaton is a good one to keep in mnd. Speaki ng
to Representative Tarr's question about an agreeabl e percentage
anount, he said because this is a general law that will be on
t he books unl ess changed, he thinks "it is just sonething that's
i nappropriate to put into a statute like this." He said if the
general econony and nmarket at large is changing so nmuch that 30-
year treasuries have gone up a full 300 basis points, he thinks
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the state will be facing "cross-pressures across the board" that
wi |l challenge the economi cs of this project.

REPRESENTATI VE TARR agr eed.
2:14: 36 PM

REPRESENTATI VE TARR asked M. Bullock whether there is a way for
[ Amvendnment 23] to be witten to be nore specific to the issue
she is addressing, because "a few percentage points on ... the
dollars we're talking about make a big difference.” Furt her,
she asked him to address the use and definition of the word
"person".

2:15:12 PM

MR. BULLOCK replied sone of the anendnents that have been seen
are in uncodified law related to the types of contracts that
m ght be signed; however, Amendnent 23, as well as sone of the
others, is put in codified |aw The anendnents in uncodified
|aw are intended to be nore responsive to the MU and, in sone
cases, the HOA They are in uncodified |aw because they are
neant to take affect for a limted period of time. Wen putting
them in uncodified law, the law will apply to the negotiations
on this particular project. He said Arendnment 23 is in codified
law, thus is intended to apply into any future contract that DNR
negotiates with a person that would carry the state's gas. He
said Anendnent 23 could be put into uncodified law, in which
case the 15 percent may be nore reasonable in the current
envi ronment . Notwi t hstanding that, he said all the oil and gas
contracts and projects discuss rate of return on equity and the
anount of debt, and the legislature can always determ ne how
much it wants the state to be liable for. He said circunstances
may change in the future, in which case the 15 percent could be
anended in the future, and it would be the prerogative of the
| egi sl ature to nmake that decision.

2:17:17 PM

CO CHAI R FEI GE expressed his hope that all the rules would not
have to be renegotiated every tine. He said the legislature's
job should be to establish the framework so that entities beyond
the state can know with certainty what Al aska's rules are. He
said this particular project does require some statute changes
because of its nature; however, he does not envision the
constant need for revision of rules on all future projects.
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2:18:34 PM

CO CHAI R SADDLER mai ntai ned his objection to the notion to adopt
Amendrent  23.

2:18: 39 PM

A roll call vote was taken. Representatives Tarr and Kawasaki
voted in favor of the notion to adopt Amendnent 23.
Representatives O son, Seaton, P. WIson, Hawker, Saddler, and
Fei ge voted against it. Therefore, Anmendnent 23 failed by a
vote of 2-6.

The commttee took an at-ease from2:19 p.m to 2:40 p. m
2:40: 24 PM

REPRESENTATI VE TARR noved to adopt Anendnent 24, |abeled 28-
GS2806\ 1. A. 44, Nauman/ Bul | ock, 4/3/14, which read:

Page 1, line 4, follow ng "projects;":

Insert "relating to the investnents of the Al aska
Housi ng Finance Corporation, the Alaska Retirenent
Managenent Board, the constitutional budget reserve
fund, and the Al aska permanent fund;"

Page 2, following line 15:
Insert a new bill section to read:

"* Section 1. AS 18.56.090 is anended by adding a
new subsection to read:

(g) Funds of the corporation may not be invested
in an Alaska liquefied natural gas project, as defined
in AS 31.25.390, unless specifically authorized by the
| egi sl ature.”

Page 2, line 16:
Del ete "Section 1"
| nsert "Sec. 2"

Renunber the followi ng bill sections accordingly.

Page 12, followng line 8:
| nsert new bill sections to read:
"* Sec. 15. AS 37.10 is anmended by adding a new
section to read:
Sec. 37.10. 225. Limtation on i nvest nent .
Not wi t hst andi ng AS 37. 10. 220, the board may not invest
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in an Alaska liquefied natural gas project, as defined
in AS 31.25.390, unless specifically authorized by the
| egi sl ature.

* Sec. 16. AS 37.10.430(c) is anmended to read:

(c) A special subaccount is established in the
budget reserve fund (art. IX sec. 17, Constitution of
the State of Alaska). Mney in the subaccount shall be
invested to vyield higher returns than mght be
feasible to obtain with other noney in the budget

reserve fund. In establishing or nmodifying the
i nvest ment policy for the  subaccount in the
constitutional budget reserve fund, the conm ssioner
of revenue shall assunme that those funds will not be

needed for at |east five years. Incone earned on noney
in the subaccount shall be retained in the subaccount
by the departnment. Funds of the subaccount may not be
invested in an Alaska |liquefied natural gas project,
as defined in AS 31.25.390, unl ess specifically
aut hori zed by the | egislature.

* Sec. 17. AS 37.13.120 is anmended by adding a new
subsection to read:

(f) The board may not invest noney fromthe fund
in an Alaska liquefied natural gas project, as defined
in AS 31.25.390, unless specifically authorized by the
| egi sl ature.”

Page 14, line 3:
Del ete "sec. 14"
| nsert "sec. 18"

Page 17, |ine 24:
Delete "sec. 17"
| nsert "sec. 21"

Page 21, |ine 16:
Del ete "sec. 27"
| nsert "sec. 31"

Page 25, line 9:
Del ete "sec. 30"
| nsert "sec. 34"

Page 31, |ine 18:
Del ete "sec. 37"
| nsert "sec. 41"

Page 53, lines 24 - 25:
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Del ete "sec. 23"
| nsert "sec. 27"

Page 54, |ine 25:
Del ete "sec. 14"
| nsert "sec. 18"

Page 56, |ine 6:

Del ete "Sections 1 - 14, 16, 17, 23 - 27, 29, 30,
37, 39, and 55 - 61"

| nsert "Sections 1 - 18, 20, 21, 27 - 31, 33, 34,
41, 43, and 59 - 65"

Page 56, |ine 8:
Del ete "Secti on 38"
| nsert "Section 42"

Page 56, line 9:
Del ete "secs. 62 and 63"
| nsert "secs. 66 and 67"
REPRESENTATI VE HAVKER obj ect ed.

REPRESENTATI VE TARR said early in the process she submtted a
list of questions [to the conmssioners of DNR and DOR]

regarding the project's investnent scenarios and funding
sour ces. [ The 3/21/14] response from [ Commi ssioner Bal ash] and
Conmmi ssioner Rodell indicated that investnent could be made from

the funds listed [in Amendrment 24] without appropriation. She
rel ated there was a concerned response that brought forward nore
expl anation, which elicited "additional concern." She said
there are sone sidebars, such as the prudent investnent rule for
the Al aska Pernmanent Fund. She said there are a couple other
i ssues, which may, "because of tinmefranes, constrict the other
funds from being used.” She stated, "I just want to nake it
clear on the record, because those two instances where it was

publicly stated that that «could happen wthout an
appropriation, that that's not in fact what we wll likely see
happen; that's not the intention. O course everybody gets
concerned when people talk about spending from the permanent
fund."

2:42: 59 PM
REPRESENTATI VE OLSON said he had a problem with Anendnent 24.

He stated that one of the reasons the aforenentioned funds have
been successful over the years is that [the | egislature] has not
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been able to mcronanage them Left to the managenent of the
funds, they have prospered. He said there have been several
attenpts over the last 10 years to either prohibit certain
investments or direct funds to be spent in a particular way and
that, he opined, is not the responsibility of the |egislature.

REPRESENTATI VE HAWKER concurred with Representative d son. He
posited that "in the dialog on this" there should not be "a
takeaway that says it is certainly nmy intent to prohibit an
i nvestment by any one of these entities in an Al aska North Sl ope
natural gas pipeline if it does, in fact, fit into their
investnments profiles, all of their prudent investor rule
conpliance, all their investnent guidelines, all the issues they
have regarding concentration of risk, but sonething that neets
the nmuster that all investnments nust neet prior to being made by
t hese agencies or funds. W're not restricting them either, by
dropping this anmendnent and not taking it further."

2:44: 29 PM

REPRESENTATI VE KAWASAKI asked for confirmation that the intent
of Anmendment 24 is not that the funds could be used, but that
t hey woul d have to be authorized by the |egislature.

REPRESENTATI VE TARR answered yes. She reiterated that there was
concern that funds could be appropriated wthout |egislative
approval .

2:45: 05 PM

CO CHAIR FEI GE said those serving on the boards and corporations
listed in the proposed anmendnent are nonpolitical and have
expertise the legislature does not have to make the decisions
t hey nake. He asked if the admnistration had feedback on
Amendnent 24.

MR. PAW.OWNSKI said the investnments of these funds are done by

prof essional investnent managers, under investnent policies,
rul es, and guidelines. He nentioned the Constitutional Budget
Reserve (CBR) and said there are limts on the duration of the
i nvest ments. The subaccount in the CBR was created by the

| egislature to allow for slightly |onger duration; however, he
surm sed that "even this type of investnment does not fit within
that.” He said a hands-off approach is used regarding those who
manage the pernmanent fund. He deferred to Chris Poag from the
Department of Law to offer further information.
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2:48:29 PM

CO CHAIR FEIGE reviewed Anmendment 24 and asked M. Christopher
Poag to speak to it.

CHRI STOPHER POAG Assistant Attorney General, Labor and State
Affairs Section, Civil Dvision (Juneau), Departnent of Law
(DAL), replied his understanding of the MU is that if the tine
cones to exercise an equity option, then the legislature would
be involved in that decision; therefore, he does not think any
of the fund [rmanagers] would have the ability to exercise the
option without the legislature speaking to the investnent. He
indicated that if the time cane where the legislature and the
adm ni strati on encouraged the exercise of the option and thought
it would be a good idea to use the assets of one of the two
funds - the Alaska Retirenment Managenent (ARM Board retirenent
assets or the Permanent Fund Corporation assets - "this would be

in probably a smaller portion of" the portfolio, as "special
opportunity investnents."

MR. POAG added he is not famliar with the size of the ARM
Board's "speci al opportunities,” but surm sed that even
considering the size of the board s aggregate assets, this
probably would be outside the scope of the board s current

investnment policies for this type of investnent. Nevert hel ess,

he said he thinks it is plausible that if the |egislature and
the adm nistration encouraged that investnment, the board would
then - unless [the legislature] nodified the prudent investor

rule - have to consider whether that investnent net the risk
profiles and the size of the allocation consistent with the
board's investnent portfolio, before the board would neke that

deci si on.

MR POAG talked about the constitutional mandate that the

Permanent Fund Corporation shall engage in incone-producing
investnments. He said the corporation used to provide a list for
the legislature's review, but somewhere along the Iline, the

corporation proved itself with a good track record and was given
carte blanche by the legislature, as long as its investnents
were consistent with the prudent investor rule. He stated, "If
this were, for exanple, an investnent that had a higher risk
profile than they would have otherwi se invested in, unless you
mandated or direct them to make that investnent, they would not
use that prudent investor rule that's provided to them to nake

the investnent." He said it is speculative at this point to say
whether or not the investnent would fit wthin the profile
because the risk profile is unknown. Al so, the legislature
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needs to give the green light to the investnent. For those
reasons, he said he thinks Amendnent 24 is unnecessary.
Theoretically, if the time comes and the legislature, assum ng
this did not fit within its prudent investor rule, wshes to
direct that investnent, the constitution certainly would allow
for that.

2:52: 58 PM
REPRESENTATI VE HAWKER sai d Amendnent 24 does not specify whet her

it pertains to an equity investnent, which is buying ownership
in a project, or sonething different, such as buying the debt

behind the project. He said the debt could be that of
TransCanada, ConocoPhillips, or BP, specifically to pronote this
project. He said even if it was the State of Al aska's debt, it

likely would be rated high quality, wth a lowprofile and
predictable return in the fixed return conponent of the state's
portfolios. Representative Hawker said there is a presunption
[in Arendnment 24] that the Permanent Fund [ Corporation] cannot
step up to the plate and take an equity position in the project
wi t hout authorization from the |egislature; however, he said it
does not address "whether that's a direct or an indirect." He
indicated that the last he heard, one of the largest single
holdings of the Alaska Permanent Fund was the Exxonhbbi l
Corporation, and by the state holding that, it has an indirect,
but very real investnment in the project going forward. He said
if the anmendnment is to be considered further, the |anguage mnust
be clarified as to direct and indirect investnent, equity, debt,

and other concerns. He echoed Representative dson's previous
statement that the legislature has been successful in the
managenent of the state's investnents, the |liquid capital,

because the legislature has hired the best qualified people and
not put constraints on them beyond proper investnent guidelines.

2:55:56 PM

REPRESENTATI VE KAWASAKI recalled that at the outset of his
testinmony, M. Poag nentioned that equity options would cone
back the legislature at sonme point in tine. He said he thinks
"the concern addressed in this anendnent is that the permanent
fund - prudent invest rule out of the way - that AHFC [ Al aska
Housing Finance Corporation], ARM Board, or one of these
organi zations can nake an investnment wthout." He inquired
whether it is the case that they can.

MR. POAG stated he assunmes the purpose of Amendnment 24 is
specifically to prevent these funds from exercising the option
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in the MOU He requested correction if his assunption is not
right.

2:56:52 PM

REPRESENTATI VE TARR said a question she asked [Conm ssioner
Bal ash and Comm ssioner Rodell] and their [3/21/14] response to
that question are as foll ows:

The MOU Equity Option term sheet nentions that the
state's equity share could be owned by a state
i nvestnment fund such as the CBR  Wuld it be possible
for an equity investnent to be made by fund managers,
as part of their portfolio, wthout an act of
appropriation by the |egislature?

Yes, it would be possible for an equity investnent to
be nade without a |egislative appropriation, assunm ng
the entity charged with nanaging the assets of the
fund det erm ned t he i nvest ment satisfied t he
investnment criteria that they are bound by [AS
37.10.071, AS 37.13.120]. ... It is the intent of the
MU to only allow the state or one of its funds to own
the equity interest. An external nmanager would not
actually own the equity option, but they could nanage
the option, as it has been exercised by the state
usi ng state funds they nmanage.

REPRESENTATI VE TARR stated [Anendnent 24] addresses the point
that [an equity investnent] could be done without a |egislative
appropriation. She indicated her constituents have expressed
concern that the legislature be involved with how the state
spends its noney. Anmendnent 24 is an attenpt to ensure that the
| egislature is engaged [in how the state's noney is spent].

REPRESENTATI VE SADDLER posited that the legislature is engaged,
because it established the prudent investor operating guidelines
under which these funds are managed.

2:59: 13 PM
REPRESENTATI VE OLSON asked Representative Tarr if she has any
docunentation from her constituents, such as e-mails, that can

be added to the commttee packet so their concerns wll be on
t he record.
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REPRESENTATI VE TARR answered yes. She related that people asked
her about this at a constituent neeting. The [3/21/14] answers
[from the conmm ssioners] were made public a few days ago and in
response to that a news article was witten about one piece of
it and this issue cane up. She noted that she has been in
frequent comunication with the admnistration about this and
her intent here was to have the conversation, because this is
public information, to clear this up and then she was planning
to renove the anmendnent.

3: 00: 00 PM

MR. PAW.ONSBKI expressed appreciation for Representative Tarr
reading that question into the record because wthin the
departnment's answer was a good illustration of the dial ogue that
has been had. He offered his belief that many of the conmttee
menbers were instrunmental in constructing the prudent investor
rul e.

CO CHAIR FEI GE surm sed that many constituents may not be aware
of the rule.

MR. PAWOWSKI, regarding the departnment's response read by
Representative Tarr, enphasized that there is a difference

bet ween exercising the option and owning the option. He noted
that this came up from the term sheet in the MW wth
TransCanada, [Exhibit C], page 2. In that term sheet is a
provision that would allow the transfer of the equity option to
a fund, if the legislature were to exercise the option. He
rem nded nmenbers that the option is part of the firm
transportation services agreenent which wll conme back to the
| egislature for consideration. He said right now the

adm nistration has agreed to work with AGDC on that option;
however, the l|egislature could decide that that is a valuable
asset that could be transferred to a fund. He said, "W didn't
want that to be taken off of the table.” He recollected that in
the departnment's aforenentioned response, it used the term
"ownership of the option" and not "exercise" [the option], and
he explained that is because of the linkage to the firm
transportation services agreenent. He opined that "getting the
order of events is inmportant in considering this question.”

3:01: 39 PM
REPRESENTATI VE KAWASAKI asked whether AHFC and the ARM Board

have the same strict prudent investor rules as the Permanent
Fund Cor porati on.
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MR. POAG answered he cannot speak to AHFC, however, he said the
ARM Board has one of the nore vigorous prudent investor rules
whi ch occurs in AS 37.10.071 and references sole financial best
i nterest. He said it is a prudent investor rule different from
that which was codified by the legislature in AS 37.13.120 and
foll owed by the Pernmanent Fund Corporation.

CO- CHAIR FEIGE recollected that M. Fauske was the forner head
of AHFC, he therefore fielded Representative Kawasaki's question
to him

MR. FAUSKE responded that AHFC dealt in short-term noney market
funds, not equity investnments, Dbecause of the <cash draw
requi renents on the corporation as it purchased nortgages.

3:04: 07 PM

REPRESENTATI VE HAWKER, in response to the Co-Chair, withdrew his
objection for the purpose of allowing Amendnent 24 to be
wi t hdr awn.

REPRESENTATI VE TARR responded further to Representative O son's
prior request for docunentation for the record.

3:05:24 PM
REPRESENTATI VE TARR [w t hdrew Amendnent 24].
3:06: 32 PM

REPRESENTATI VE TARR noved to adopt Anmendnent 25, |abeled 28-
GS2806\ 1. A. 25, Nauman/ Bul | ock, 4/1/14, which read:

Page 1, line 7, follow ng "on gas;":

Insert "relating to an option for the state to
acquire an ownership interest in a North Slope natural
gas project;"”

Page 15, followi ng Iine 30:
Insert a new bill section to read:

"* Sec. 16. AS 38.05 is anmended by adding a new
section to read:

Sec. 38.05.023. State option to acquire an
ownership interest in a North Slope natural gas
project. (a) An agreenment or contract associated wth
a North Slope natural gas project that includes an
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option for the state to acquire an ownership interest
in a gas pipeline or gas treatnent plant nay not
require the state to exercise the option before
Decenber 31, 2016.

(b) In this section, "gas pipeline" and "gas
t reat ment pl ant " have t he meani ngs gi ven in
AS 31.25.390."
Renunber the followi ng bill sections accordingly.

Page 17, |ine 24:
Delete "sec. 17"
| nsert "sec. 18"

Page 21, |ine 16:
Del ete "sec. 27"
| nsert "sec. 28"

Page 25, line 9:
Del ete "sec. 30"
| nsert "sec. 31"

Page 31, |ine 18:
Del ete "sec. 37"
| nsert "sec. 38"

Page 53, lines 24 - 25:
Del ete "sec. 23"
| nsert "sec. 24"

Page 56, |ine 6:

Del ete "16, 17, 23 - 27, 29, 30, 37, 39, and 55 -
61"

Insert "16 - 18, 24 - 28, 30, 31, 38, 40, and 56
- 62"

Page 56, |ine 8:
Del ete "Secti on 38"
| nsert "Section 39"
Page 56, line 9:
Del ete "secs. 62 and 63"
| nsert "secs. 63 and 64"
REPRESENTATI VE HAVKER obj ect ed.

3:06:40 PM
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REPRESENTATI VE TARR expl ai ned Anmendnent 25 is another issue she
has been discussing with the admnistration. She said a concern
that has cone up, given the nunmber of issues that are being
addressed here, is the speed at which things are happening and
sone pressure on people to nmake decisions quickly that they may
not be confortable wth. She noted that the MM says the
state's equity option is available through the end of 2015.
Gven all of the different agreenents and the tineline wthin
which they are supposed to happen, delaying this by one year
will not inpact anything else. She understood from her
conversations with the admnistration, however, that also in the
MU is sonme flexibility should both parties not be ready at
12/ 31/ 15. She said the attenpt in Amendnent 25 is because of
the inportance in deciding whether to exercise that equity

option w thout feeling pressure. Her last conversation wth
Comm ssi oner Balash, she related, was about delaying that
decision until the end of the 2016 |egislative session, rather

than 12/31/16, because that would give a little nore time for
the appropriation to be made than would be necessary potentially
to exercise that option. She requested the admnistration to
address the date.

3:08: 25 PM

COWMM SSI ONER BALASH confirnmed there has been ongoing dial ogue
with the sponsor of Anmendnent 25 regarding this and other
amendnent s. In this particular case, he said, what is being
talked about is the intent of parties to have this option
avai l able at the novenent from Pre-Front-End Engineering and
Devel opnent (Pre-FEED) to Front-End Engi neering and Devel opnent
(FEED), and the date of 12/31/15 was inserted as a backstop to

t hat . Everyone is optimstic that the project will be at that
particular juncture and have sonme action before the end of
cal endar 2015. However, he continued, if it becones necessary

to extend the date to sync up with the transition from Pre-FEED
to FEED and that particular date, there will be opportunity to
work with the counter-parties to go ahead and extend that date.
He said he is concerned that stating upfront that an extension
of time is needed now will put the state in an awkward position
relative to the counter-parties and that it will have the effect
of potentially giving the counter-parties |leverage to extract
sone other concession fromthe state, which is not the intent of
t he anendnent sponsor. The adm nistration would appreciate the
flexibility, he noted, and would appreciate the legislature
keeping it informed about this particular concern as tinme goes
on through 2015.
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3:10: 31 PM

REPRESENTATI VE P. WLSON understood Anendnent 25 is not saying
hold off wuntil then, but rather to extend the date so there is
that flexibility. She asked whether the admnistration would
have the flexibility to do that anyway.

COW SSI ONER BALASH responded the admnistration wll have the

flexibility to pursue that wth TransCanada. It is an agreed
upon termin the MU, so the admnistration will need to work it
out with TransCanada. He said he does not want to have to do
that until he needs to do that. If it is going to cost him

sonething as a negotiator to get that extension of tine, he is
not going to ask for that extension unless he thinks he needs
it, in which case he is sure there wll be sonething that
TransCanada will be interested in at the tine.

3:11: 42 PM

REPRESENTATI VE HAWKER noted this is a statutory one-year delay
in nmoving the project forward with certainty and assuredness
about how it is going to take form This is not a cost-free
anmendnent, he argued. There has been testinony that each year
of delay is a cost of $800 million to the project. Currently
the MOU has a deadline that is naking sure all of the parties to
the MOU and HOA keep noving forward at an appropriate pace. He
said he does not want to give the other parties another year to
find excuses for doing this or that, he wants to see a project
keep noving forward and noving forward on the reasonable track
t hat has been agreed to by all the parties.

REPRESENTATI VE TARR nmintained that is not what Anmendnent 25
does. It says "before" Decenber 31, so it does not prohibit the
parties from doing things any earlier; it could even be before
12/ 31/ 15 as anti ci pat ed. However, she said, she has talked to
the adm nistration and everybody is expecting there will be sone
slippage in the tineline as set forth now  Anmendnent 25 offers
flexibility wth that decision neking, she argued, it is not
requiring things to take longer; it is only if it is necessary.

REPRESENTATI VE HAWKER responded that is the whole point -- these
are negotiations. Ri ght now there is a hard fast closure date
he said, and the legislature is gratuitously giving a whole year
w thout asking for anything in return from all the other
counter-parties in the agreenent, and that is wong.
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3:13:56 PM
REPRESENTATI VE HAVWKER mai nt ai ned hi s obj ection.

REPRESENTATI VE TARR related she has been working closely wth
the admnistration on all of her anmendnents. Every effort, she
said, is to do what she can to help nove this project forward
and to ensure it has direct benefits for Al askans and that the
state gets a fair return. She said she does not want to do
anything that hinders the adm nistration. In the spirit of
wor ki ng together she wi thdrew her notion to adopt Anmendnent 25.

3:15: 05 PM

REPRESENTATI VE KAWASAKI noved to adopt Anendnent 26, |abeled 28-
GS2806\ 1. A. 64, Bullock, 4/3/14, which read:

Page 13, line 18, follow ng "paragraph":
Insert "(A)"

Page 13, line 20, follow ng "contract;":
I nsert "and

(B) must include a provision that requires
that each party to the agreenent or contract pay, in
proportion to the party's ownership interest in the
North Slope natural gas project, the costs of that
portion of infrastructure downstream from the point of
production that are directly related to the North
Sl ope natural gas project; the state may not pay for
any costs of infrastructure upstream of the point of
production; infrastructure costs include the costs of
construction, inprovenent, and naintenance of roads,
bri dges, port facilities, and utilities;"

Page 15, line 12, follow ng "paragraph":
| nsert "(A)"

Page 15, line 14, follow ng "contract;":
I nsert "and

(B) must include a provision that requires
that each party to the agreenent or contract pay, in
proportion to the party's ownership interest in the
North Slope natural gas project, the costs of that
portion of infrastructure downstream from the point of
production that are directly related to the North
Sl ope natural gas project; the state may not pay for
any costs of infrastructure upstream of the point of
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production; infrastructure costs include the costs of
construction, inprovenent, and naintenance of roads,
bridges, port facilities, and utilities;"

3:15:13 PM
CO- CHAI R SADDLER obj ect ed.

REPRESENTATI VE KAWASAKI expl ai ned Amendnent 26 deals with the
[4/2/14] discussion the committee had with the Departnment of
Transportation & Public Facilities (DOT&PF) regarding inpacts to
the state's roads, rails, and ports, and the disposition of who
ends up paying for those. Testimony was heard from the deputy
commi ssioner regarding the airport in Deadhorse, for instance,
where federal highway funds cannot be used and the state is
paying for those facilities. He said Anendnent 26 clarifies who
is responsible for those roads, rails, and ports and who is
responsible for their construction. The conmttee heard that
under the Al aska Stranded Gas Devel opnent Act there was a great
undertaking with DOT&PF and the producers about how nuch that
was going to cost. Under the AG A license, he added, DOT&PF
also did a conplex study on how nuch the increase to roads,
rails, and ports would cost, which was approximtely $2 billion.
He said he does not think the state should be exclusively on the
hook. Testimony was heard that the state wll not be
exclusively on the hook and that sonmehow industry will benefit
from the roads as well as |legislators' constituents, and
Amendnent 26 requires it in advance. He maintained it 1is
necessary that this be clarified before getting too far down the
road on this bill.

3:17:43 PM

CO CHAIR FEI GE posed a scenario in which a new bridge is built
over the Yukon River to carry the LNG pipeline across. He
under stood Representative Kawasaki to be saying that if this new
bridge is a supplenmentary or a replacenent bridge for the
current bridge, that the bridge would then be owned by each of
project partners in the sane proportion that they are part of
the project. He asked who would pay for the mai ntenance on that
bridge as it is utilized over its |ifespan.

REPRESENTATI VE KAWASAKI responded the sizes of facilities are
being ranped up and his question during the discussion wth
DOT&PF was whether there is any actual figuring of how nuch the
mai nt enance and operation are going to be once those roads are
done. He said there is no real matrix in which to do that and
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the state ought to be concerned every tinme it builds a road.
Under Anmendnent 26, a negotiation will happen between DOT&PF and
the partners in this project. He recognized the state has a
responsibility to those roads, too, but said the state is
spending mllions of dollars on roads north of Fairbanks and on

airports in renote |ocations. Those costs should be borne by
the folks utilizing themthe nost, he argued, and this should be
clarified in the |language of the bill before noving forward.

3:20: 09 PM

REPRESENTATI VE HAWKER addressed Amendnent 26 in the context of
where its provisions would be placed in the statute. He noted
t he proposed anendnent |anguage states "nust include a provision
that requires that each party to the agreenent or contract" to
do the aforenentioned. He pointed out that the section of CSSB
138(FIN) am [in which this |anguage would be inserted] is page
15, [lines 8-14], which 1is about the authorities of the
commi ssioner of the departnment of natural resources and which
state, "in consultation wth the conmssioner of revenue,
participate in the negotiation of agreenents that include
bal anci ng, marketing, disposition of natural gas, and offtake
and contracts and devel opnent of terms for inclusion in those
proposed agreenents and contracts associated with a North Sl ope
natural gas project". Amendnent 26 is a tax assessnment, he
mai ntained, and it seenms that if the committee wants to create
specific assessnments on roads, highways, and infrastructure on
the producers, it ought to be structured in statute entirely
differently. He argued he does not see the gas bal ancing,
mar ket i ng, gas sales contracts, and project devel opnent
contracts contenplated under this provision of statute as having
much rel evance to that infrastructure devel opnent.

REPRESENTATI VE KAWASAKI responded Anendnent 26 has to be placed

in this section of the bill because when the conmm ssioner of
natural resources is negotiating all of the other ternms this is
a termthat [legislators] would like included. He said he does

not think it is specifically DNR s responsibility to find out
how much those roads are going to cost; rather that is a
negoti ation between DOI&F and the producers. He recalled
expl anations during the Alaska Stranded Gas Devel opnent Act that
the producers spent a lot of tinme interacting with DOT&PF to
figure out what kinds of things the producers would need to
advance a project. He said Amendnent 26 speaks to that. He
deferred to M. Bullock for further explanation.

3:23:26 PM
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COCHAIR FEICGE offered his view that ongoing naintenance is a
reason for property tax statutes. He inquired whether the cost
of infrastructure that would be addressed in Amendnent 26 would
not already be accounted as per the conmttee' s discussion
regarding the inpact aid and the PILTs that nust be fleshed out
by the advisory board.

REPRESENTATI VE KAWASAKI replied he thinks there definitely are
muni cipalities that want to weigh in on their direct and
indirect inpacts, which was addressed by [Amendnent 15].
However, he continued, there is a lot of unorganized borough
where there will not be these inpacts. He reiterated that
during the AG A discussions, DOT&PF said the price tag for
getting to the point of being ready to build a pipeline would be
$2 billion. He said that while this is a different project and
the testinony was that it would cost nuch less than $2 billion

it is still unknown what the cost will be.

CO- CHAIR FEIGE noted that even unorganized borough property is
still subject to the 20 m| tax, which goes to the state. He
mai ntained that the commttee has already accounted for what
Amendrent 26 is | ooking for.

3:25: 24 PM

MR. BULLOCK believed one of the precedents for this type of
agreenent has to do with the road to Skagway where the mning
conpany that was shipping ore down the highway paid for things
like beefing up Captain More Bridge to be able to handle the
t rucks. It would not necessarily be part of the ownership, he
said, it is nore like a user fee. Responding to Representative
Kawasaki, M. Bullock explained that Amendnent 26 was put into
the section of the bill related to the responsibilities of the
commi ssioner of natural resources because when the request was
made it was an inportant enough provision that it was tied
directly into the powers of the conmissioner wthin AS
38. 05.020(b) (11). He said he does not know the reason why it
had such a high | evel of inportance as opposed to other terns.

3:26:50 PM

COCHAIR FEIGE requested the admnistration's position on
Amendnent 26.

MR. PAW.OABKI said the concern underlying Anmendnent 26, as he
understands it, comes from a reading of the Heads of Agreenent,
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particularly on page 16, Article 10. He explained there was a
broad recognition within the Heads of Agreenent group that there
are additional needs for state support of the project going
f orwar d. He said [Article 10.1.c] references "appropriations
and permtting for the construction of necessary in-state
infrastructure” and he noted that that has been interpreted by
people to inply that it is solely the state's responsibility to
pay for that infrastructure. He expressed his w sh that that
specific question would have been asked of the Heads of
Agreenment sponsors when they were before the commttee because
he believes he has heard them say in other commttees or, if
not, in the walk-arounds he has done with them it is not a
presunption that it is solely the state's responsibility. Thi s
is part of the inpact aid discussion, he added. Just as DOT&PF
told the conmmttee, he continued, there are natural dividing
lines behind what is general use infrastructure and the
i nprovenents to that infrastructure that go specifically to the
project. He said he understands the concern and agrees it is an
important one to talk about and to recognize that it is not the
state's interpretation of that section of the Heads of Agreenent
that it is solely the state's responsibility for infrastructure.
In that context, he noted that Amendnent 26, page 1, line 6,
states, "requires that each party to the agreenent or contract
pay, in proportion to the party's ownership interest in the
North Slope natural gas project, the costs of that portion of
infrastructure downstream from the point of production”. Thi s
worries him he said, because it ties the adm nistration's hands
to agree to a paynent of a portion. In this project, the state
will be a party either through an agent |ike AGDC or TransCanada
and the state wll have up to a 25 percent share in this
proj ect. Amendnent 26, he argued, would inply it is a given
that the state wll pay 25 percent of the cost of that
infrastructure. G ven that has not been negotiated or discussed
yet, he said he is concerned about setting that precedent in
statute going into that discussion because the admnistration
would like the freedom both in the inpact discussion and to
push for the |owest possible state share, of any appropriation
support. Recogni zing there will be some, he continued, he does
not want to start off at 25 percent and be bound to a 25 percent
nunber when the state could potentially push for | ower.

3:30: 15 PM
REPRESENTATI VE TARR said she appreciates having this discussion
and getting it on the record because Article 10 is in regard to

additional state support for the Alaska LNG Project. Therefore,
it is easy to interpret the |anguage about appropriations and
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permtting for the necessary infrastructure as meaning that it
will be borne by the state solely. She related that when
drafting Amendnent 26, it was awkward trying to say what the
proportional amobunt would be because, depending upon the
| ocation, one project sponsor could have a disproportionate
benefit to that infrastructure devel opnent. The point brought
up by DOT&PF the other day, and l|ike the user fee exanple
suggested by M. Bullock, was that DOT&F wll typically
apportion a new road; for exanple, a new shopping center needing
turning lanes will pay sonme portion and the rest would be paid
by the state. She said she wants to put on the record that she
hopes what is negotiated is not just proportional to the
ownership interest, but thinking about inprovenents that benefit
one project sponsor nore than the others, and whether the public
is getting the benefit. The commttee was shown by DOT&PF t hat
its use of the state's flexible highway funding for inprovenents
on the Parks Hghway 1is of great benefit to the state's
residents and visitors. As infrastructure devel opment for the
project is noved into, she continued, it nmay be becone clearer
that one project sponsor benefits nore than the general public
of Al aska.

3:32: 08 PM

MR. PAW.OAMBKI offered his appreciation for Representative Tarr's
st at enent s. He said he would like to put on the record that
AIDA is currently involved in building an ore shed [at the
Captain More Bridge] to expand the state's facilities there,
and this is being done based on a five-year contract with the
m ning conmpany who will ship its product through. He expl ai ned
AIDA is relying on that l|ong-term contract to finance the

devel opnment of that ore shed. He said he can see simlar
opportunities with railways and ports where [the Alaska LNG
Project] wll have a long-term contract to, say, nove pipe on

the rail out of Port MacKenzie. The state would potentially be
paying for that wupgrade through a financing based on the
conmitnent of the contract to use the infrastructure, which
rem nds himthat Amendnment 26 might actually limt [the state's]
ability to do that in a way that serves the state's interest.
He assured nenbers that these are all things that [the
adm nistration] is going to be working on and consideri ng.

3:33:26 PM
REPRESENTATI VE KAWASAKI appreci at ed t he adm nistration's

clarification of Article 10.1.c of the Heads of Agreenent. He
said he now understands that the proportion to the ownership
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provision [within the anendnent] does not actually nake sense
He offered his hope that during negotiations for infrastructure

that will help everyone, and when the state is building things
to ranp up to a project, that the state does not expose itself
to huge namintenance and operating costs in the future. He

w thdrew his notion to adopt Anendnent 26

3:34:12 PM

[ CSSB 138(FIN) am was hel d over. ]

The committee took an at-ease from3:34 p.m to 3:35 p.m
3:35:52 PM

ADJ QURNIVENT

There being no further business before the commttee, the House
Resources Standing Conmttee neeting was adjourned at 3:36 p. m
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