SENATE FI NANCE COWM TTEE
March 4, 2014
9:07 a.m

9:07:32 AM

CALL TO ORDER

Co-Chair Kelly called the Senate Finance Commttee neeting
to order at 9:07 a.m

VEMBERS PRESENT

Senat or Pete Kelly, Co-Chair

Senat or Kevin Meyer, Co-Chair

Senat or Anna Faircl ough, Vice-Chair
Senator Cick Bishop

Senat or M ke Dunl eavy

Senat or Lyman Hof f man

VEMBERS ABSENT

Senat or Donny O son

ALSO PRESENT

Bar bar a Huf f Tuckness, Director, Legi sl ative and
Governmental Affairs, Alaska Teanmsters Local 959, Juneau;
Lisa Wissler, Self, Juneau; Don Etheridge, Al aska State
American Federation of Labor and Congress of |Industrial
Organi zations and Al aska Building Trades, Juneau; Paul
G ossi, Alaska Pipe Trades and Ironworkers of Al aska,
Juneau; Julie Duquett e, Associ at ed Bui | ders and
Constructors of Alaska, Juneau; Chuck Wegers, Self,
Juneau,

PRESENT VI A TELECONFERENCE

Bill Warren, Self, Kenai; Merrick Pierce, Board Menber,
Al aska Gasline Port Authority, Fairbanks; Jim Plaquet,
Operating Engineers Local 302, Fairbanks; Rick Rogers,
Executive Director, Resource Developnent Council (RDC),
Anchor age; Rachael Petro, President & CEOQ Al aska Chanber,
Anchor age; Jason Hoke, Executive Director, Copper River
Val | ey Devel opnment Association, dennallen; Lynn WIlIlis,
Self, Eagle River; Lake WIIlians, President, Fairbanks



Building and Construction Trades, Fairbanks; Doug Tansy,
| nternati onal Brotherhood of Electrical Wrkers Local 1547
Fai r banks.

SUMVARY

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

SB 138 was HEARD and HELD in commttee for
further consideration.

#sb138
SENATE BILL NO. 138

"An Act relating to the purposes of the Al aska Gasline
Devel opnent Corporation to advance to develop a |arge-
di aneter natural gas pipeline project, i ncl udi ng
treatment and Iliquefaction facilities; establishing
the |arge-dianeter natural gas pipeline project fund;
creating a subsidiary related to a |arge-dianeter
natural gas pipeline project, including treatnment and
liquefaction facilities; relating to the authority of
the comm ssioner of natural resources to negotiate
contracts related to North Slope natural gas projects,
to enter into confidentiality agreenments in support of
contract negotiations and inplenentation, and to take
custody of gas delivered to the state wunder an
election to pay the oil and gas production tax in
kind; relating to the sale, exchange, or disposal of
gas delivered to the state under an election to pay
the oil and gas production tax in kind; relating to
the duties of the conm ssioner of revenue to direct
the disposition of revenues received from gas
delivered to the state in kind and to consult with the
commi ssi oner of natural resources on the custody and
di sposition of gas delivered to the state in Kind,
relating to the authority of the comm ssioner of
natural resources to propose nodifications to existing
state oil and gas |eases; making certain information
provided to the Departnment of Natural Resources and
the Departnment of Revenue exenpt from inspection as a
public record; making certain tax information related
to an election to pay the oil and gas production tax
in kind exenpt from tax confidentiality provisions;

relating to establishing wunder the oil and gas
production tax a gross tax rate for gas after 2021;
making the alternate mninum tax on oil and gas
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produced north of 68 degrees North latitude after 2021
apply only to oil; relating to apportionnent factors
of the Alaska Net Income Tax Act; authorizing a
producer's election to pay the oil and gas production
tax in kind for certain gas and relating to the
aut hori zati on; rel ating to nont hl y i nstal | ment
paynents of the oil and gas production tax; relating
to interest paynments on nonthly installnment paynents

of the oil and gas production tax; relating to
settlenments between producers and royalty owners for
oil and gas production tax; relating to annua

statenents by producers and explorers; relating to
annual production tax values; relating to |ease
expenditures; anending the definition of gross value
at the 'point of production' for gas for purposes of
the oil and gas production tax; adding definitions
related to natural gas terns; clarifying that credit
may not be taken against the in-kind |evy of the oi
and gas production tax for gas for purposes of the
exploration incentive credit, the oil or gas producer
education credit, and the film production tax credit;
maki ng conform ng anendnents; and providing for an
effective date."

9: 08: 08 AM

Co- Chair Kelly announced that amendnents to SB138 shoul d be
submtted to the chair by Friday March 7, 2014.

9:08: 32 AM

Senator Hoffrman stated that he had sone anendnents to offer
but that the drafting was noving slowy; as a result, the
amendnents m ght not be ready by Friday.

Co-Chair Kelly stated that he would communicate with the
drafters.

9: 08: 55 AM

Co- Chair Kelly OPENED public testinony.

9:09: 07 AM

BILL WARREN, SELF, KENAI (via teleconference), expressed
reservations with SB 138. He thought the way that the
project was structured would result waiting upwards of 20

Senat e Fi nance Comm ttee 3 03/04/14 9:07 A M



years nore for in-state gas, if the project noved forward
at all. He shared that he did not |ike that AGDC woul d have
to face an open season in 2015 wth the 500 ncf
restriction. He stated that the project would |eave the
state with interimgas for 20 years, but that Al aska had an
i medi ate need for gas. He asserted that trucking LNG to
Fai rbanks was a bad idea and preferred that AGDC build
sonething simlar to the Sweet Sixteen Express. He wanted
AGDC to live up to its promse to get gas to Al askans
first.

9:13: 57 AM

BARBARA HUFF TUCKNESS, DI RECTOR, LEG SLATI VE AND
GOVERNVENTAL AFFAI RS, ALASKA TEAMSTERS LOCAL 959, JUNEAU,
testified that her organization supported the |egislation

She noted that the discussion of an in-state gasline had
been under discussion for approximtely the |ast 40 years.
She stated that while the HOA and intent |anguage that had
been incorporated into the bill did not have the force of
law, the teansters were confortable with the recognition
and believed that it reinforced the commtnent between
i ndustry and the adm nistration noving forward. She stated
that the project would affect nany aspects of the state
from enpl oynent to gas delivery. She hoped that there would
be a | arge pool of trained Al askans to draw from during the
hiring process. She believed that the state should invest
in training residents.

9:18: 27 AM

MERRI CK Pl ERCE, BOARD MEMBER, ALASKA  GASLINE PORT
AUTHORI TY, FAIRBANKS (via teleconference), testified in
opposition of SB 138. He believed that the internationa
mar ket should be examned nore closely. He noted that
Al aska offered nore stability on many levels than Russia
He opined that Alaska faced a lot of conpetition in the
market. He said that ExxonMobil ignored the markets while
under AG@ A, which he believed sabotaged projects.. He spoke
to fraudulent tariffs enployed by Alyeska on the Trans-
Al aska Pipeline System (TAPS) in an effort to keep
conpetition off of the North Slope. He queried why the
state would want to build a gasline with conpanies that
engaged in unsavory practices. He wondered about the route
that the project would take and highlighted sone of the
chal l enges that the project would face.

Senat e Fi nance Comm ttee 4 03/04/14 9:07 A M



9:24:57 AM

Co-Chair Kelly requested that the testifier submt his
coments in writing.

9: 25: 15 AM

Vice-Chair Fairclough inquired if the M. Mrrick was in
favor or in opposition of the |egislation.

M. Pierce responded that he was in opposition to the
entire bill. He reiterated that the market needed to be
wat ched closely in order for the project to be a success.
He added that if the project wasn't going to deliver gas
until 2022 it would not be a success. He opined that, given
the deficits that the state faced right now, not building a
pi peline now woul d be lethal to the future.

9:26: 07 AM

Vice-Chair Fairclough queried if M. Pierce would support
the project if the final destination were Val dez.

M. Pierce reiterated that paying close attention to the
mar ket was critical to the success of the project.

9:27:14 AM

JIM PLAQUET, OPERATI NG ENG NEERS LOCAL 302, FAIRBANKS (via
tel econference), supported SB 138. He related that he had
wor ked on TAPS and had seen the econom c devel opnent that
it had provided to the state. He recalled that around the
year 2000, Al askans had wanted to nobve arctic gas to the
Lower-48 but that fracking had made it wuneconomcal. He
believed that the project would create jobs for Al askans
during construction and into the future.

9:29:30 AM

RICK ROGERS, EXECUTIVE DI RECTOR, RESOURCE DEVELOPMENT
COUNCI L (RDC), ANCHORAGE (via teleconference), testified in
support of SB 138. He offered a brief history of RDC. He
believed that alignnment and durability were critical to the
success of the HOA agreenment. He stated that wunlike oil,
LNG was sold on long-term contracts, which required
durability, including fiscal terns. He thought that the
legislation required further analysis and encouraged due
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diligence in fully vetting the project. He said that the
nost beneficial line for Al askans would be a |large capacity
line sanctioned by the producers in partnership with the
state. He stated that fundanental proj ect econom cs,
largely out of the state's control, would dictate whether
the project was ever sanctioned and constructed. He felt
that a robust oil industry nust be maintained on the North
Slope in order for the project to succeed because oi
provi ded t he f undi ng and supported t he conpl ex
infrastructure needed to produce gas. He encouraged
conti nui ng del i beration and passage of enabl i ng
| egi sl ation.

9:33: 29 AM

RACHAEL PETRO, PRESIDENT & CEO, ALASKA CHAMBER, ANCHORAGE
(via teleconference), stated that the Al aska Chanber was

still evaluating the current version of the bill, but
supported the underline principles found in the HOA and the
| egi sl ati on. She said the chanber supported state

participation in and Al aska gas project, the state taking a
percentage gas share, and the establishnent of a clear
process to nove the project forward. She explained that the
process must include the necessary tools to confidentially
develop the wvarious project enabling arrangenents in
contracts and establish a <clear public process that
provided for |egislative oversight, review and approval.
The chanber believed that the best way for the state to
develop its resources was to have the state participate as
a business partner in an Al aska gas project.

9:36:13 AM
AT EASE

9:36:43 AM
RECONVENED

9:36:47 AM

JASON  HOKE, EXECUTI VE DI RECTOR, COPPER RIVER VALLEY
DEVELOPMENT ASSOCI ATI ON, GLENNALLEN (via teleconference),
spoke in support of SB 138. He expressed indifference
concerning the size of the pipeline or where it was
| ocated. He thought that the first and forenost the gas
should be used to help with the energy crisis in rural
Al aska, any additional gas could then be shipped and sold
in the Lower 48.
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9:38: 06 AM

LYNN WLLIS, SELF, EAGLE RIVER (via teleconference),
testified in opposition to SB 138. He said that is prinmary
concern was how the state would pay for the project.

9:39:10 AM

LAKE W LLI AVS, PRESI DENT, FAI RBANKS BUI LDI NG AND
CONSTRUCTI ON TRADES, FAI RBANKS (via tel econference),
testified in support of the basic outline of SB 138. He
believed that a l|arge dianeter pipeline would be nost
beneficial to the state and thought that the state should
be at the table as a partner. He stressed the inportance of
| ocal hire and the invol venent of |ocal governnents.

9:41: 32 AM

DOUG TANSY, | NTERNATI ONAL BROTHERHOOD OF ELECTRI CAL WORKERS
LOCAL 1547, FAIRBANKS (via teleconference), testified in
support of SB 138. He expressed support for the use of
Al askan contractors and workforce on the project. He said
that there were many qualified and skilled Al askan
contractors, as well as a skilled and trained Al aska
wor kf orce, available to work on the project.

9:43:10 AM

LI SA VEI SSLER, SELF, JUNEAU, testified against SB 138. She
expressed concern the admnistration was nmaking policy
decisions that were being ratified by the |legislature after
the fact. She thought that the admnistrative decision
concerning state ownership in the pipeline was a mgjor
policy decision that warranted nore public participation.
She offered that the decision for state ownership was what
was directing all of the other discussion on the bill, such
as the HOA and the MOU. She said that if it was proven that
equity participation was the best way for the state to
proceed, the principals that would guide the state's equity
participation should be set into |law. She |ikened her idea
to the Stranded Gas Act and believed that an act would
strengthen the state's position when negoti ating.

9:46: 19 AM

Vi ce-Chair Fairclough noted that Lisa had referenced past
studi es and requested an expl anation of the studies.
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Ms. Weissler provided the foll ow ng studies:

1979 - Financing the Al aska Hi ghway Gas Pi peline-Wat
is to be Done

Arl on Tussing & Conni e Barl ow

http://ww. arlis.org/docs/vol 1/ Al askaGas/ Report 2/ Report _|I SE
R 1979 Fi nanci ngAkHwy GasPi pel i ne. pdf

1982 - Kidder Peabody Report
http://ww. arlis.org/docs/vol 1/ Al askaGas/ Report/ Report _KPCl
1982 Partici pationFi nanci ngAKSegment . pdf

1997 - JP Morgan Report
Ref erenced on page 2-10 in the 2002 State Financial
Participation report

2001 - Alaska H ghway Natural Gas Policy Council

Comm ttee Report
http://ww. arlis.org/docs/vol 1/ Al askaGas/ Report/ Report _GasP
olicy ouncil 2001 Rpt Gov_v1l. pdf

State Financial Participation in an Al aska Natural Gas
Pi pel i ne

Petrie Parkman & Co. CH2ZM Hi | |

http://ww. arlis.org/docs/vol 1/ Al askaGas/ Report/ Report _ADR_
2002_sSt at eFi nanci al Parti ci pati on. pdf

9:47: 37 AM

DON ETHERI DGE, ALASKA STATE AMERI CAN FEDERATI ON OF LABOR
AND CONGRESS OF |INDUSTRIAL ORGANI ZATIONS AND ALASKA
BU LDI NG TRADES, JUNEAU, testified in support of the
legislation in its current form He stressed that the jobs
generated by the project should go to Al askans and benefit
Al askan conpanies. He said that Al askans were currently
being trained to work on the gasline. He hoped that the gas
woul d reach the Al askans who were npst in need.

9:50:11 AM

PAUL CGROSSI, ALASKA Pl PE TRADES AND | RONWORKERS OF ALASKA,
JUNEAU, testified in support of SB 138. He noted that the
bill was conplicated and that it was inportant that the
conmttee take the tine to get it right, particularly in
the area of Al aska hire.

9:51:56 AM
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JULIE DUQUETTE, ASSOCI ATED BU LDERS AND CONSTRUCTORS OF
ALASKA, JUNEAU, spoke in strong support of SB 138.

9:52: 52 AM

CHUCK W EGERS, SELF, JUNEAU, testified in support of SB
138.

9:54: 09 AM

Co-Chair Kelly CLOSED public testinony.

9:54: 22 AM
AT EASE

9: 56: 56 AM
RECONVENED

9:57: 03 AM

Co-Chair Kelly remnded the conmittee to try to get
amendnents to the bill to his office by Friday.

SB 138 was HEARD and HELD in commttee for further
consi derati on.

#
ADJ QURNVENT
9:57:43 AM

The neeting was adjourned at 9:57 a. m
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